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| Scantronic Holdings PLC

Chairman’s Statement

During the past year the Group faced many difficult
challenges that needed to be overcome. First half results
had to bear many high non-recurring costs. Urgent
action had to be taken by the strengthened Board to
replenish che Group's finances. Bid speculation, that
caused great uncercainty, had to be contended with
throughout much of the second half. Nonetheless, in the
latter part of the year, the Group’s manufacturing based
activities made progress. Unfortunately, that progress
was overshadowed by distribution losses, caused by
previous over-expansion in an increasingly competitive
matketplace. The year’s results also had to absorb full
provision of the Arius trade investrment, necessitated by
Arius' failure,

Rebuilding the Group's business, in the second half,
was made possible through the success of the Open
Offer, the support of the Group's bankers, and the
considerable efforts and support of employees, customers

and suppliers.

Convertible Preference share were paid, but no
dividends on any class of Convertible Preference share
have been paid since; unpaid and accrued cumulative
Preference dividends are reserved for in the accounts of
the Company.

OPERATIONS

As a result of the challenges Scantronic Limited had to
meet, many structural changes were made to improve
organisational effectiveness, as well as to reduce that
company’s cost base. Difficult decisions were caken to
postpone the marketing of new products to ensure they
met customer needs. The second half turnaround, from
loss to just above break-even, justified those decisicns.
Notwithstanding current-difficult marker conditions,
Scantronic Limited is now successfully re-establishing its
market leadership through product offerings chat
include new Mosaic hard wire control panels, new
5 series radio panels, as well as a range of high qualiry
PIR and Twintec détectors.

The operating loss for the financial year of £2.189

million reflected the many problems the Group
encountered. High exceptional charges had to be borne
in the first half; further exceptional charges, in the
second half, primarily related to additional provision
against an ESOP loan and to advice in connection with
1994’ possible bid approaches.

After provision for Arius’ investment cost and interest
costs, the loss on ordinary activities before and after
taxation was £4.873 million (1993/4: £1.891 million
profit) and £5.181 million (1993/4: £693,000 profir)
respectively, and che loss per ordinary share was 14.12p
(1993/4: 0.46p).

No interim dividend was paid on the ordinary shares
for 1994/5, nor is any final dividend proposed (1993/4
total dividend per individual share: 0.843p). Dividends
due within the first half year for each class of

Scantronic International again achieved record sales
through exploiting growth opportunities from within its
varied marketplace. Management efforts were linked
closely to those of Scantronic Limited due to their shared
need for finite development and manufacturing resource.
Overall, Scantronic International’s sales rose by 24 per
cent. Its profit margins remained reasonably constant
and included, as in previous years, a substantial element

of manufacturing margin.

Scancronic USA built on its firsc half progress.
A significant sales increase was achieved as a result of
the strength of its OEM customer base. However,
distribution sales were disappointing, which, in part,
reflected the failure of the Group’s investment
in Arius. Scantronic USA’s OEM product techaology
provides considerable potential for future sales growth,
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continued

Alarntexpress suffered badly during the year. It was ill
prepared to meet the enormous pressures that resulted
from a changing and more competitive UK markerplace.
Problems were many and included:

—  the sudden curtailment of an ambirtious branch
expansion plan;

—  new branches not being sufficiently established to
sustain difficult marker conditions; 2nd

—  the extent of the time taken for cricical management
information systemis to be fully implemented.

Alarmexpress’ problems became increasingly apparent
in early 1995, and actions were then taken to refocus the
network towards large branch operations. Maximum
effort was also made to complete full implementation of
the new information systems. An effective business core
now exists, backed by fully implemented information
systems. Potential exists for profitability, given
investment or the return of normal marker conditions.

OTHER MATTERS

All claims arising from the arbitration proceedings in
the United States with Cerberus Technologies Inc and
Cerberus AG, concerning a prior acquisition, have been
resolved. This enabled the original investment cost to be
reduced by £500,000, net of legal expenses, through a
direct increase in Bzlance Sheet reserves.

Chairman’s Statement

OUTLOOK

In the firse pare of the current year, progress, in the
UK, slowed considerably due to a genéral industry
downrurn. This has caused performance to suffer,
alchough it is being mitigated to some extent by the
success of new products, Scantronic Limited’s broad
customer base, and furcher cost reductions. Signs of 2
market upturn are gathering but whether any upturn
can be sustained will be dependent upon the direction of
the UK economy.

In Europe, performance generally continues to exceed
expectations. In the USA operating proficability is

_ continuing.

Overall, the Group has been finding it difficult to
trade near to a break-even level. In order to move
forward strongly there needs to be an improvement
within its primary UK marketplace.

On 26¢h September 1995, the Boards of your
Company and Menvier-Swain Group plc announced that

they had agreed on the terms of recommended Offers to
be made by UBS Limited on behalf of Menvier-Swain
Group plc for the whole of the issued ordinary and
preference share capiral of the Company not already
owned by Menvier-Swain Group plc. The formal Offer
Document, setting out details of the Offers together
with their conditions, is intended to be desparched to
shareholders, by UBS Limited, as soon as possible.

oty

Wallace Clapperton
CHAIRMAN

W
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Financial Review

The Group’s second half progress was made possible
through the success of the Open Offer and the continued
close suppott of the Group's bankers. Combined, those
factors enabled the Group to work well within its

facilities.

At the year end net borrowings were at a similar level
to last year's, at around £7 million; equally irnportanﬂy,
the high borrowing problems of June 1994 did not
re-occur. Since the year end the Group has continued 1o
operate well within its facilities, although lower than

expected sales activity has Jed to a borrowing increase,

A high priority is to reduce the Group’s dependence
on bank finance as well as to remedy past balance sheet
damage. For this purpose, income requires to be
generated from sales. In addition, action has been taken

to advance the sale of non-core assets.

Information systems have been improved throughout
the Group to provide all necessary budgeting and cash
flow information. In addition, statistical techniques have

been introduced to facilitate sales forecasting.
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Review of Operations

SCANTRONIC LIMITED

The problems and the adverse f)ublicity affecting the
Group in 1994/95 impacted mainly on Scantronic
Limited, it being the Group’s main UK operating
subsidiary. Consequently, it was a critical period for the
company as well asa period of major challenge and change.

Poor trading in the first two months provided a dismal
start to the year. The remainder of the firge half, reflecced
the Group's need to re-direct management efforts rowards
conserving cash rather than increasing sales and profits.

Any stabilisation that might have been expected from
recapitalisation arrangements and the following mid-
November Open Offer success did not occur due to
continued bid speculation for the Group from June 1994
to January 1995. The uncertainties caused to customers,
suppliers and employees over such an extensive period
created 2 difficult trading environment.

In the second half, Scantronic Limiced took action to
meet the challenge forced upon it through changed
direction and new circumstances. Management was re-
organised and re-focused. Acrion was taken to reduce the
company’s cost base to reflect trading levels then being
achieved.

Second half results were also affected by the need to
postpone major product launches as a result of customer
feed back gained from eatlier product launches. Instead of
new 8, 16, 40 and 136 zone control panels being launched
in the fourth quarter of 1994/95, under the Mosaic name,
their launches were postponed to follow the financial year
- end.

The new 8 and 16 zone panels were eventually iaunched
inMay 1995, the 40 zone panel was launched in June 1995,
and the 136 zone panel, currently finishing extensive field
trials, is expected to be launched this Autumn.
Considerable marketing effort has been, and is being, put
behind these launches, which included a successful week
of customer visits to the company’s Perivale facility. Many
important customers have now transferred their business
to these new Mosaic products.

Other main events that affected 1994/95's results were:

— Scantronic Limited took over the manufacturing of
Twintec detectors from Marconi, that product range
having been jointly developed by both companies;

—- communicator sales benefited from April 1995s
change in telephone numbers but suffered more from
the loss of sales rights for previously factored product;

— Homelink gained increasing popularity in many of the
Group’s markets as a general care and supervisory
as for specialist

product as well protection

applications;

— Scanalert, a patented mains powered smoke alarm, is
now being distributed by a major fire alarm
manufacturer and ics recent Kite Mark grant will
accentuate its appeal to local authorities;

— radio produces began to have an increasing impact on
assisted by Scantronic Limited’s
association with Yale.

the markec

In looking to the future, management believes che new
Mosaic control panel range can establish an increasing
market presence; cthar irs leading radio panels,
strengthened by the success of its new 5 Series producr,
have the potential to make large marker intoads: and thac
the PIR and Twintec detector ranges can increasingly
benefit from Scantronic Limited’s control panel market
leadership. ’

Nocwithstanding the strength of Scantronic Limited's
product range, 1995/6 has started disappoinringly. An
industry wide sales downturn of apparently some 20 per
cent in Aptil and May continued into June. As Scantronic
Limited has a broad range of customers, including large
national installers, distributors, OEM’s and DIY suppliers,
as well as overseas Group and third party customers, it has
been able to mitigate some of this downtuzn in July and
August. The ¢ompany is also able to benefic from
manzagement actions, in May and June 1995, char further
reduced its cost base to a level that is more appropriate to
current industry demand.

Scantronic Limited'sability to exploit current and future
market opportunities will reflect:

— its continuing marker leadership position:
— the further potential for it to reduce its cost base; and

— future new producr introducrions.

SCANTRONIC INTERNATIONAL

The growth potential of overseas markets helped
Scantronic International achieve further high sales growth
in 1994/95. The majority of product sold was sourced from
Scantronic Limited, with approximately 15 per cent
sourced from Scantronic USA.

Overall the sales groweh for 1994/95 was 24 per cent,
ranging from 17 per cent, in councries such as France and
Benelux, to 34 per cent in Spain. Margins remained
reasonably firm; for UK sourced product, matgins
included a substantial element of manufacturing margin,
as in previous years.

Sales focus continued to be on OEM, diseribution and
installation customers in France, Benelux, Spain and
Scandinavia. 1994/95's sales growth benefited from strong
working relationships with customers such as Legrand,
Securiville, Systal and other non-UK members of the
Gardiner Group, Dema, ADT and Falck Securitas.
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Review of Operations

continued

Provision of technical and marketing support, aided by
a professional approach, has remained key to Scantronic
International’s progress. The over-riding objective, as
always, has been customer service based on attention and
response to customer needs.

Greater regulation of overseas markets continued to
require significant resources to be devoted to obtaining
necessary PTT and insurance approvals.

Regions where additional marketing effort was made,
primarily in the last part of 1994/95, were the Eastern Bloc
and South America. During the last part of the year
distributors were appointed for those areas, with more
planned for the current year. Also, following the year end,
sale arrangements were changed in Spain, following a new
distributor appointment..

Scancronic International’s progress will continue to
reflect its investment in-new products and regulatory
approvals. Highlights for 1994/95 included:

— insurance and PTT approvals were gained in various
European countries for PIR and Twintec product
ranges that led to the successful market introduction
of those products;

— Homelink product, launched at the beginning of lasg

year, gained increasing acceptance in ~most of -

Scantronic International's markets; and

— the OEM radio product range won increased market
share in France which should assist a broader
marketing of this product across Europe by 1996. -

SCANTRONIC USA

Scantronic USA made further sales and earnings progress
in 1994/95. Its business continued to be builc arsund
strong relationships with OEMs. Control panel sales to
those customers rose substantially during the year. Sales of
Twintec detectors also increased, mainly as a result of a
developing relationship with a major national US
customer.

Direct sales to export customers continued to rise and
accounted for nearly 20 per cent of 1994/95's sales.
Longstanding relationships exist with these customers
who include, amongst others, Lobec, Securitas Technik
and Sea Hwa.

Sales to Group companies in UK, France and Spain, for
onward sale by them to third party customers, accounted
for some 12 per cent of 1994/95's sales. This was a lower
level than achieved in 1993/94 due to Scantronic Limited
now developing and manufacturing more of its own
detector needs.

Efforts to improve distribution sales did not achieve the
desired result. Business with national distributors
decreased, although, to some extent, this was compensated
for by increased business from regional distributors. The
underlying reason was a failure to develop business wich

Arius, following the Group's investment in that company.
Arius’ subsequent failure, in March 1993, has since caused
Scantronic USA to re-establish trading links with other
distributors. '

Scanrronic USA's drive to increase manufacturing
efficiency, as well as a reductien in its cost base, were
further reasons for a better 1994/95. Sales and marketing
costs were cut back with some of those savings being
redirected into research and development.

In the present year, Scantronic USA is reinforcing the
foundations necessary for taking its business forward.
Moreover, it is well positioned to exploit the leading
technologies, for cost effective products, that underlie the
growing success of its OEM business.

ALARMEXPRESS

Following the ai:ciuisition of Alarmexpress’ distribution
activities in October 1993, an approximate doubling of its
UK branch network took place. The objective was to
achieve national sales coverage. By the early part of
1994/95 branches were twenty in number. That expansion
was supported by the acquisition of advanced information
technology systems, with full implementation being
planned for around the end of 1994/95. New product areas
were also planned to provide greater product throughput
and profit contribution,

A forced strategy change then took place around August
1994, caused by the need to conserve Group resources.
That pressure led to Alarmexpress postponing planned
new product introductions as well as to the streamlining
of its enlarged branch network. Increasingly difficule
market conditions, in the second half, caused the need for
furcher streamlining. Management's actions were also
severely hampered because information systems had, at
that time, been only partially implemented.

The overall results for the year were extremely
disappointing. In the UK losses mainly resulted from the
need vo absorb start-up costs in che firse half, and then, in
the second half, from the retrenchment forced upon
Alarmexpress by the difficult market conditions. Overseas,
the Portuguese branch performance was better than budget
but poor performance caused the Ducch operation to be
closed.

The present UK branch network, following 1994/95’s
problems and streamlining, is mainly focused on large
branch operations. There are now thirteen branches which
form an effective business core, supported by fully
implemented advanced information systems. Whilst the
UK discribution market continues to be depressed, the re-
organised network possesses the potential to return to
profitability given investment or the return of normal
marker conditions. Exports and the overseas Portuguese
branch operation are expected to continue to offer
increasing sales opportunities.
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Corporate Governance

Board of Directors

The Board of Directors met regularly chroughout the
year. Mr Chris Brookes (execurive), Mr Wallace
Clapperton (non-executive) and Mr Richard Swan (non-
executive) served as Directors throughout the year. Mr
John Singer (executive) and Mr David Willans (non-
executive) joined the Board on 25 July 1994 and Mr
Ray Dias was removed as a Director at the Annual
General Meeting held on 10 Ocrober 1994,

The Board also deals with appointments and
promotions of senior management positions within the
operating companies. Trading companies are managed
by separate boards of direcrors.

Mr Richard Swan, a non-executive Director, in
addition to his Director’s fees receives remuneration for
the provision of consultancy and professional services to
the Company as set out in notes 20 and 21 to the
financial statements.

Board Committees

Remuneration Committee

The Remuneration Committee reviews the terms and
conditions of employment of the executive Directors. It
consists of the Chairman and other non-executive
Directors and meets at least once a year. The non-
executive Directors are appointed for fixed terms. No
Director plays any part in any discussion by the
Remuneration Committee concerning his own
remuneration.

Mr Chris Brookes has a service contract daced 16
September 1994 that requires not less than three years
notice of termination by the Company.

Aundit Committee

During the year ended 31 March 1995 the Audit
Committee comprised the Chairman and initially one
other non-executive Director. The Code of Best Practice
of the Cadbury Comnmittee recommends that the Audit

Committee should comprise at least three non-executive
directors. During the year Mr David Willans joined the
Audit Committee as its third member.

The Committee, which meets at least twice a year,
monitors the adequacy of the Group’s internal controls,
accounting policies and financial reporting and provides
a forum through which the Group’s external audit and
finance functions report to the non-executive Directors.
Terms of reference of the Committee provide that parc of
each meeting may be held in private between the non-
executive Direcrors and the external auditors.

Nomination Committee

All Directors of the Company are on the Nomination
Committee. This Committee is responsible for putting
forward for approval candidates for appointment to the
Board and meers as tequired.

The Directors of the Company have- overall
responsibility for the Group’s system of internal
financial control. Following the issue of guidance on
Internal Control and Financial Reporting by the
Cadbury Committee which is effective for accounting
periods commencing on or after 1 July 1995, the
Directors will formalise procedures on monitoring the
effectiveness of internal control which had previously
been deale with on an informal basis.

The Directors have considered the Company’s and the
Group’s resources, as set out in the accounting policies
on page 16 to the Financial Statements, and believe that
these are adequate to enable the Group to continue in
operational existence for the foreseeable future. For this
reason they continue to adopt the going concern basis in
preparing the Financial Statements. '

Other than the matters referred to above in respect of
Directors’ service contracts, the Audit Committee and
Internal Control, the Company has complied with the
Code throughout the year ended 31 March 1995.

Non-executive Directors

Wallace Clapperton, a Chartered Accountant, spent over 30 years with de Zoete & Bevan and BZW, specialising in

later for its admission to the Official List.

corporate finance, until his retirernent in 1992, and was responsible for Scantronic’s original flotation on the USM and

Richard Swan is the senior partner of law firm Heald Nickinson where he has worked for over 30 years on

cominercial and company business.

David Willans is the Group Managing Director of Ipeco Holdings PLC.
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Report of the Directors

The Directors presenc their report and audited financial statements for che year ended 31 March 1995.
Directors’ responsibilities

Company law requires the Directors to prepare financial statements for each financial year which give a true and fair view of the

state of affairs of the Company and the Group and the profit or loss of the Group for that period. In preparing those financial

statements, the Directors are required to: ' :

e select suitable accounting policies and then apply them consistencly;

« rake judgements and estimaces that are reasonable and prudent;

» state whether applicable accounting standards have been followed, subject to any material deparcures disclosed and explained in
the financial stacements; and

* prepare the financial statements on the going concern basis unless it is inappropriate to presume that the Company will continue
in business.

The Directors ate responsible for maintaining proper accounting records which disclose with reasonable accuracy at any time the
financial position of the Company and to enable them to ensuee that the financial statemefits comply with the Companies Act
1985. They are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention
and detection of fraud and other irregularities. h

Principal activities

Scantronic Holdings PLC is che holding company of a Group which carries on business as manufaccurers and distributors of
control, detection and data communication equipment, principally for use in the intruder alarm industry, and also fot the care of
elderly and disabled persons.

Business review

A review of the Group's progress during the year, with an indication of likely future developments is included in the Chairman's
Statement, Financial Review and Review of Operations on pages 2.to 6.

Changes in presentation of the financial statements

Following the introduction of UITF Abstract 13, accounting for ESOP Trusts, the following change in the presentation of the
financial statements has been made to conform with the new requirements: ’

Shares in the Company held by the ESOP Trust are now included in fixed assets. In previous years these were included in debtors.
Comparative figures have been restated where necessary for the changes.

Results and dividends

The Group loss on ordinary activicies before taxation amounted to £4,873,000. After taxation and minority interest, the balance
available, after a transfer from reserves of £6,012,000, was dealt with as follows:

£'060

. Preference dividends:
5.75% Preference shares 76
7.25p (net) Preference shares 710
786

Preference dividends include an amount of £393,000 which remains unpaid. This amount has been transferred to a preference
dividend reserve {note 6).

The Directors do not recommend the payment of a final dividend on the ordinary shares.
Acquisition

In April 1994 the Group acquired approximately 19.6 per cent. of Arius Inc. for an aggregate consideration of £1.75 million.
Further details are disclosed in note 18 to the financial statements.

Post halance sheet event
Post balance sheet events are disclosed in note 25 to the financial statements.
Research and development

The Group pursues 2 continuing programme of research and development to maintain its position as a marker leader in the design
and manufactute of conerol, data and associated comenunication equipment, principally for usc in the intruder alarm industry and
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Scantronic Holdings PLC

Report of the Directors

continued

medical alert systems marker. Total expenditure on research and development in the year ended 31 March 1995 amounred to
approximately £2,420,000 (1994 — £2,267,000) inclusive of aceributable overheads and salaries.

Changes in fixed assets

The changes in fixed assecs during the year by the Group are set our in notes 8 and 9 to the financial statements.
Share capital

In Nevember 1994, 16,100,000 ordinary shares of 10p each were issued at par by way of an open offer.

Share option schemes '

The Company has two Inland Revenue approved employee share oprion schemes which provide for the issue of new shares. The
Savings Related Share Option Scheme, introduced in September 1992, allows all eligible UK employees to save over five years to
buy shares ac a price fixed at the outset. The Senior Staff Share Option Scheme provides for options to be granced to senior staff and
executives selecced by the Board. In addition the Company operates an Employees’ Share Ownership Plan Truse. Further
information on these schemes is set out in note 15 to che financial statemencs, B .

Directors’ and officers’ {iability insurance

During the financial year, the Company and its subsidiaries have maintained liability insurance for their directors and officers as
permitred by Section 310(3)(a) of the Companies Act 1983,

Directors and their interests

The present Board of Directors is shown on page 1. Mr J H Singer and Mr J R D Willans were appoineed Directors on 25 July
1994. Pursuant to the power contained in Atticle 112 of the Company’s Articles of Association, a resolution to remove Mr R Dias.
as a Director of the Company was passed at the Annual General Meeting held on 10 October 1994, Directors’ inerests, including
family incerests, in che capiral of the Company were as follows: :

31 March 1995 - 31 March 1994

5.75% Convertible - - i 5.75% Convertible
ordinary shares Cum. Redeemable _ordinary shares Curn, Redeemable
of 10p each Ptef, Shares of 10p each Pref. Shares
of £1 each of £1 each
AW F Clapperton
—— beneficial 105,179 100,000 38,332 100,000
C Brookes .
— beneficial 2,941,785 — 1,879,399 —
— non beneficial 142,062 — 105,325 —
R R S Swan
—- beneficial 67,440 —_ 50,000 —
— non beneficial 236,916 — 175,650 —
J H Singer 81,370 ’ —_ — —

No options over ordinary shares were granced to, or exercised by, Directors during the year. Options outseanding at 31 March 1995
were as follows:

Qutstanding at
31 March 1995 and 1994

C Brookes 301,272

All the executive Directors are interested as employees, and therefore potential beneficiacies of the Scancronic Holdings PLC
Employees’ Share Ownership Plan Trust, in shares held by the Trust. Of the shares under options held by the Directors, 150,000
are in respect of ordinary shares held by che Trust.

The shares held by che Trust were as follows:

31 Macch 1995

and 1994

Ordinary shares of 10p each 1,085,000
7.25p {ner) Convertible Cumulative

Redeemable Preference shares of 20p each 100,000
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Report of the Directors
continued

During the period 1 April 1995 to 29 September 1995, there werc no changes in Direcrors’ interests. The only material interests of
Directors in any contracts or artangements existing during or at the end of the financial year which were significant to the
Company's business are disclosed in note 21 to the financial statements.

Substantial shareholdings

Other than the holdings of Mr Brookes set out above, the Directors have been notified, to date, of holdings of 3 per cent. or more
of the share capital of the Company by the following: ’

Percentage held
ordinary 5.75% Preference
shares shares
PDEM Limited (including holding of Mars Security Limited) 15.1%
Mars Security Limited 5.0
Scottish Amicable Investment Managers Limited ) 46
Co-Operative Insurance Sociery Limited ' 3.9
Menvier-Swain Group plc ) 3.8
Morgan Grenfell Unit Trust Managers Limited 3.7
Specialist Holdings Limired 7.6

*Non-beneficial holdings
Charitable and political contributions

During the yeat the Group made contributions of £2,850 to charitable organisations. No contributions were made to any political
organisations.

“Employee involvement -

The Group has continued its practice of keeping employees informed of curtent accivities, progress and general macters of Group
interest.

Employment of disabled persons

The Group policy and practice encourages the employment of disabled persons wherever practicable with training, career
development and promotion commensurate with their aptitudes and abilities. Alternative employment within the Group is
provided in the event of an employee becoming disabled whilst in the service of a Group company.

Close company provisions
The Company is not a close company as defined by the Income and Corporation Taxes Acc 1988,
‘Auditors

On 1 October 1994 our auditors, previcusly known as BDO Binder Hamlyn, joined the Arthur Andersen Worldwide Organisation
and now practise in the name Binder Hamlyn. They have signed their audic repore in cheir new name. In accordance with Section
385 of the Companies Act 1983, a resolution proposing that Binder Hamlyn be re-appointed as auditors of the Company will be
put to the Annual General Meeting.

Special resolutions
There will be proposed at the Annual General Meeting, at 2 date to be announced, two Special Resolucions:

1. to allow a continuance of the power to allot for cash the amouat of relevant securicies ser onue in the resolution otherwise than
pro rata to existing shareholders, in order to provide flexibility for any future minor acquisitions or working capital requirements;

2. o facilitate printing of share certificares in a different manner.

e

By Order of the Board
RR S Swan : ( .

Secretary 29 Septernber 1995
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Auditors’ Report

AUDITORS’ REPORT to the members of Scantronic Holdings PLC

We have audited the financial statements on pages 12 to 29 which have been prepared on the basis of the
accounting policies set out page 16.
Respective responsibilities of directors and auditors

As described on page 8 the Company’s Directors are responsible for the preparation of financial scatements. It is our
responsibility to form an independent opinion, based on our audit, on those statements and to report our opinion to
you.

Basis of opinion

We conducted out audie in accordance with Auditing Standards issued by the Auditing Practices Board. An audit
includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial scatements.
It also includes an assessment of the significant estimates and judgements made by the Ditectors in the preparation of
the financial statements, and of whether the accounting policies are appropriate to the Companys circumstances,
consistently applied and adequacely disclosed.

We planned and performed our audit so as to obtain all the information and expilanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that the financial staternents are
free from material misstatement, whether caused by fraud or other irregularity or error. In forming our opinion we
also evaluated the overall adequacy of the presentation of information in the financial statements.

Opinion )

in our opinion the financial statements givé a true and fair view of the state of affairs.of the Company and of the
Group as at 31 Match 1995 and of the Group's loss for the year then ended and have been properly prepared in
accpadance with the Companies 985.

Binder Hamlyn
Chartered Accountants

Registered Auditors -

20 Old Bailey .

London EC4M 7BH 29 September 1995



Scantronic Holdings PLC

Consolidated Profit and '
Loss Account

FOR THE YEAR ENDED 31 MARCH 1995

1995 19935 1994 1994
MNares £000 £'000 £060 £000
Tutnover 1 59,190 50,158
Operating costs:
exceptional 1,824 561 ]
other 59,555 61,379 47,260 47,821
Operating (loss)/profit (2,189 2,337
Exceptional losses on fixed asser investments 3 (1,987} —
Interest 4 (697) (446)
(Lv;)ss)fproﬁt on ordinary activities before raxation (4,873) 1,891
Tax on {loss)/profit ol ordinary activities 5 308 1,198
(Loss)/profit on ordinary activities after taxation (5,181) 693
Minority interest (45) (68)
(Loss)/profit for the financial year‘ (5,226) 625
Dividends 6 786 1,080
Rerained (loss) for the year {6,012} (455)
(Loss).per ordinary share ) 7 (14.12p) (0.469)
All income and expenditure derives from che operations of the Group.
Group Statement of Total -
Recognised Gains and
Losses
(Loss)/profit for the financial year (5,226} 625
‘T'ranslation differences on foreign currency net invesements 25 (44)
Total recognised gains and losses relating 1o the year 581

(5,201)
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l S¢antronic Holdings PLC

Consolidated Balance
Sheet

31 March
1995 1904
restated
Notes £000 L0006
Fixed assets

Tangible assets 8 3,673 4,500
Investment. 9 146 1,450
3,819 5,950

Cufrem assets
Stocks . 10 10,522 11,539
Debtors ' 11 13,637 16,328
Cash at bank and inhand ‘ 1,418 1,015

25,577 28,882

Creditors — amounts falling due within one year 12 (18,163 (20,027}
Net current assets . _ 7,414 8,855
Total assets less current liabilitief. . 11,233 7 14,805
Creditors —amounts fal[in‘é due after more tl?an one year . 13 (142) (88)
Provision for liabitities and éharges 7 . i4 475) (525-)
Minority interest’ ‘ (120) (102)
Net assets 10,496 14,090

Capital and reserves

Called up share capiral 15 8,533 6,923
Share premium account 16 4,993 5,339
Preference dividend reserve 16 629 —
Profit and loss account 16 (3,659) 1,828
Shareholders’ funds (including non-equity interests) ) 17 10,496 14,090

13



I Scantronic Holdings PLC
Company Balance Sheet

Fixed assets

Notes

31 March
1995 1994
restared
£000 £000

Investments 9 7,287 14,817
Current assets

Debtors 11 17,457 18,189
Creditors — amounts falling due wichin one year 12 (13,181) (11,01%)
Nert current assets 4,276 7,173
Net assets 11,563 21,990
Capital and reserves

Called up share capiral 15 8,533 6,923
Share premium account ) 16 4,993 - 5,339
Preference dividend reserve 16 629 —
Other reserves 16 1,753 1,753
Profic and loss account 16 (4,345) 7,975

11,563 21,990

The financial stacem¢ngs on pag:

A W F Clapperton |

Direators
i Sinaer M

12 to0 29 were approved by the Board on 29 Seprember 1995,



Scantronic Holdings PLC

Consolidated Cash Fiow
Statement

YEAR ENDED 31 MARCH 1993

1995 1994

Nates £000 £'000 £000 £000
Net cash inflow from operating activities 19(1) 2,249 1,383
Returns on investments and servicing of finance
Interest received 20 9
Incerest element of finance lease rentals payments 27 (10)
Incerest paid (649) (522)
Dividends paid (393) (1,884)
Net cash outflow from returns on investments and servicing of finance {1,049 (2,407)
VCcorp(.)ration tax paic (558) {880)
Investing activities
Purchase of tangible fixed assets (1,196 (1,525)
Purchase of trade investment 18 ©916) —
Purchase of subsidiary undertaking —_— (2,509
Sale of loan stock _ 9 762 —
Sale of tangible ﬁxed_assets 530 671
Costs in respect of acquisitions in previous years ) (245) — )
Net cash outflow from investing acrivities (1,065) (3,363)
Nez cash outflow before financing (423) (3,067)
Financing
Issue of ordinary_shares ‘ 19(1v) 1,264 1,164
Bank loans now repayable on demand 19(iv) —_ (4,546)
Repayment of amounts borrowed ‘ 1%iv) — (1,060)
Cap-i-tal element of finance lease rental payments (194) (44)
Net cash inflow/(outflow) from financing 1,070 (4,486)
Increasef(decrease) in cash and cash equivalents 19(i1) G647 (9,553)




Scantronic Holdings PLC

Accounting Policies

Basis of accounting
The financial scacements have been prepared under the
historical cost convention and in accordance with applicable

UK Accounting Standards.

Going concern

The Directors have prepared the financial statements on the
going concern basis. The Group has récently renewed its
banking facilicies at a level the Directors consider appropriate
for the Group's needs for the next rwelve months. In
considering the appropriate level of facilities the Directors

have had regard to the Group’s trading and cash flow budgers.

Accounting policies

A summary of the more important Group accounting
policies, which, except as indicated below, have been applied

consistently, is as follows.

UITF Abstract 1.3

Following the inctoduction of U-ITF Abscrace 13,
accounting for ESOP Trusts, shares held by ESOP Trusts are
now required to be shown as fixed assets. In previous years

these were included in debtors.

Comparative figures have been restated where necessary for

the changes.
Basis of consolidation

The Group financial stacements comprise the financial
statements of the Company and its subsidiaries made up to 31
March 1995. The Group resule for the year includes, for
subsidiaries acquired or sold during the year, the proportion of
the results arising during their ownership. The resules and net
assets of associated undertakings are dealt with on an equity
accounting basis. As permicted by 5.230 of the Companies Act
1985, the profit and loss account of the Company is not

presented as part of these financial statements.
Goodwlill

The excess of the purchase price over the fair value of
actributable net assets acquired is taken directly to reserves in

the year of acquisition.
Turnover

Turnover, which excludes value added tax and sales between
Group companies, represents the invoiced value of goods and

services supplied.
Pension costs
The Group operates defined concribution pension schemes

in the UK and USA, the costs of which are recognised in the

year in which payments are made.

Operating leases

Rentals paid under operating leases are recognised in the

year in which payments are made.
Tangible fixed assets and depreciation

Tangible fixed assets are stated at cosc and are depreciated
on a straight line basis over their expecred useful lives mainly

at the following annual rates:

Shor leasehold improvements  Over unexpired period of lease

Freehold buildings 2%
Plant and equipment ' 20%
Tooling - 331139
Fixtures and fittings - 15%
Computers 331/3%
Motor vehicles ) 25%
Freeheld land . 0%

Research and development

Research and development expenditure is written off during
the year in which the cost is incurred.
Stocks -

Stocks are stated at the lower of cost and net realisable value,
on the firse in, first out basis, after making due allowances for
any obsolete or slow moving items. In the case of finished
goods and work in progress, cost comprises direct materials,
direct labour and an appropriate proportion of manufaccuring

overheads. -

Deferred taxation 7
Deferred taxation is provided on the liability method to the
extent that there is a reasonable probability thar a Liability will

crystallise in the foreseeable furure.

Foreign exchange

The trading results of overseas subsidiaries are translated
into sterling using average rates of exchange ruling during the
financial year. The balance sheets of overseas subsidiaries are
translated into sterling at the rates of exchange ruling at the

balance sheet dace.

Exchange differences arising between the retranslation into
sterling of the opening net assets of these subsidiaries at rates
ruling at the beginning and end of the year are dealt with
through reserves. Exchange differences arising from che
eranslation of foreign currency loans used to finance the
Group's foreign currency investments are also deale with
through reserves. All other exchange differences are raken

directly to the profit and loss account.



Scantronic Holdings PLC

Notes to the Financial

Statements

1, Segmental information
(i) The analysis of the Group’s turnover, operating profit and net assets is as follows:

Geographical area -
Lnter Sales Operating
Total segmens 20 third profirt Net
siles sales parties {loss} assets
£000 £'000 £009 £000 £000
1995
UK 50,891 7,665 43,226 (2,283) 14,579
Rest of Europe 4,144 —_ 4,144 327 (726)
Norch America 13,434 1,712 11,722 {104} 3,753
Ocher 1,905 1,807 . 98 (129 (184)
Total 7 70,374 11,184 59,190 (2,189) 17,422
1994 . :
UK 42,357 6,309 36,048 - 2,545 18,045
Rest of Europe 3,317 — 3,317 93 (381)
North America ) 12,886 2,158 10,728 - (414 4,480
Otcher 1,973 1,908 a5 113 (235)
Total 60,533 10,375 30,158 2,337 7 21,909
Business activity - ’
Inter Sales Operating B
Total segmient 10 third profist Ner
sales sales parties tloss} assers
£000 £000 _ £'000 - £900 £'600

1995
Manufacturing : 52,856 11,134 41,722 ~ (1,325) 13,783
Distribution 17,518 50 17,468 (864) 3,639
‘Total . 70,374 11,184 59,190 {2,189) 17,422
1994
Manufacturing 53,598 10,375 43,223 2,110 18,156
Distribution 6,935 — 6,933 227 3,753
Toeal 60,533 10,375 50,158 2,337 21,909

(i) Reconciliation of ner assets

1995 1994

£000 £000

Ner assers per consolidated balance sheer 10,496 14,090
Cash at bank (1,418) (1,015

Bank [oans and overdrafis 8,277 8,321
Orher non-operating items 67 313
Segmental net assets 17,422 21,909




| Scantronic Holdings PLC

Notes to the Financial

Statements continued

(111} Turnover by destination

1995 1994
£000 £000
United Kingdom and Eire 36,733 32,580
Notrth America 9,125 8,064
France 3,362 2,393
Benelux 2,557 2,042
Scandinavia 1,885 1,947
$pain ' 1,253 971
Other European councries 2,460 1,455
Other countries ) 1,815 806
59,190 50,158
2. Operating costs )
1995 1994
. - Eo00 £000
Decrease/(increase) in stocks of finished goods and work
in progress 871 (2,622)
Raw materials and consumables . ) 33,681 27,113
Seaff costs:
— wages and salaries B : 10,507 10,037
— social security costs ) ’ 1,563 1,642
- other pension costs - 320 297
Depreciation of tangible fixed assets: _ .
— leased ) . - - - . . 143 30
— other 1,538 1,545
Loss on disposal of tangible fixed assets - 9 46
Auditors’ remuneration ) 171 158
Foreign exchange losses ’ 22 75
Share of results of associated undertaking : {an 61
Charges under operating leases 1,152 807
Other operating charges 11,413 8,632
61,379 47,821
Included in other operating charges are the following exceptional items:
— Re-organisation and re-financing costs 1,271 —
— Advice relating to possible offers for the issued share capital of the Company 100 —
— Provision against loan tc Employee Share Option Plan Trust 304 200
— Provision for doubtful debrs 149 —
— Write off of technical rights and other costs — 176
— US litigation costs — 185
1,824 561

Other operating charges include £146,000 {1994: £108,000) paid in the UK to the Company's auditors in respect of non-audit services.
Research and Developmenc expenditure included in the above operating costs amounted o £2,420,000 (1994: £2,267,000).

3. Exceptional losses on fixed asset investments

1995 1994

£000 £060

Loss on disposal of loan stock (note 9(ii)) 238 —
Provision against trade invescment {note 9iii)} 1,749 —
1,987 —




I Scantronic Holdings PLC

Notes to the Financial
Statements continued

4. Interest
1995 1994
£'000 £000
Interest payable:
Loans wholly repayable wichin five years 605 - 399
On finance leases ’ 27 10
Otcher indebtedness 18 46
710 435
{nterest receivable {3 (&)
697 446
5. Tax on profit on ordinary activities
1995 1994
- £000 £000
UK raxation
Corporation tax at 33% (1994: 33%) (202) 822
Advance corporation tax writcen off 401 —
Deferted tax — 136
Prior year items:
- corporation ax 43) 114
— defecred tax ) — @
Overseas raxacion ) 152 . 147
308 1,198

The Group has estimated tax losses of £1,295,000 and surplus advance corporation tax of £161,000 arising in the UK, and tax losses of £6,406,000

atising in the U.S.A. which could be urilised against future income.

6. Dividends

1995 1994
£000 £000
Preference:
5.759% Preference shares 76 76
7.25p (net) Preference shates 710 711
Non-equity dividends ' 786 787
Ordinary:
Interim dividend —_ 293
Final dividend — —_
Equity dividends —_— 293
"Fotal dividends for the year 786 1,080

The dividends on the 7.25p {net) Preference shares due on 30 November 1994 and the 5.75% Preference shares due on 31 March 1995 have not yer
been paid and will not be paid uncil furcher notice. The dividends do however continue to be reserved for on 2 monchly basis in the accouncs of the

Company. At 31 March 1995 the unpaid and acctued preference dividends have been transferred o a separace preference dividend reserve (noze 16).

7. Loss per ordinary share
Loss per ordinary share is calculated by dividing the loss atcriburable to ordinary shareholders for the year ended 31 March 1995 amounting to
£6,012,000 (1994: loss £162,000) by che weighted average of 42,580,840 ordinary shares in issue during the year (1994: 35,133,527).
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| Scantronic Holdings PLC

Notes to the Financial
Statements continued

8. Tangible fixed assets

Freehold Shart Fixtures

land and learehold . Plant and and Mosor

buitd 7% quid fittings vebicles Total

£900 £000 £'000 £000 £000 £000

Group
Cost:
At 1 April 1994 767 1,078 6,907 1,837 1,343 11,932
Exchange movements (67} 1 (155) (103) 3 (327
Addicions — 91 872 160 374 1,497
Disposals —_ (1) (56} (66} (1,021 (1,144)
At 31 March 1995 700 1,169 7,568 1,828 693 11,958
Depreciation: .
At 1 April 1994 93 460 5,207 1,179 493 7432
Exchange movements 9} (1} az3» an 1) (211)
Charge for the year 17 120 915 230 387 1,669
Disposals — — 54 58 (493) (6035)
At 31 March 1995 11 579 5,945 1,274 386 8,285
Net book amounts:
At 31 March 1995 599 590° 1,623 554_ 307 3,673
At 31 March 1994 674 618 1,700 658 850 4,500

Freehold land and buildings includes approximately £36(j,000 (1994: £360,000) in respect of freehold kand. Included in fixed assets are motor
vehicles and plant and equipment with a net book value of £376,994 (1994: £218,735) held under finance leases.
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Scantronic Holdings PLC

Notes to the Financial

Statements continued

9. Fixed asset investments

Shares in Loans to Quoted
Group Group 5 Unguoted
companies companies (otun shares) Fngsements Total
£00¢ £000 £000 £000 £000
Company
Cost
At 1 April 1994 — restated 11,502 5,929 650 — 18,081
Addicions — 25 —_ 1,749 1,774
Ac 31 March 1995 11,502 5,954 650 1,749 19,855
Provisions
At 1 April 1994 — restated 3,064 — 200 —_ 3,264
Additions . _ 6,466 785 304 _ £,749 9,304
At 31 March 1995 ' 9,530 785 504 1,749 12,568
Net book amount 31 March 1995 1,972 5,169 146 —_ 7,287
Net book amount 31 March 1994 8,438 5,929 450 — 14,817
Group '
Cost :
At L April 1994 — restated 650 1,000 1,650
Additions - —_ 1,749 1,749
Disposals — (1,000 (1,000)
~ At 31 March 1995 ) 650 1,749 - 2,399
Provisions
At 1 April 1994 — restated 200 — 200
Additions 304 1,749 2,053
At 31 March 1995 504 1,749 2,253
Net book amount 31 March 1995 146 — 146
Net book amount 31 March 1994 450 1,000 1,450

(i) The quoted investment relates to shares in the Company held by the ESOP Trust (note 15d). This investment was previously included in

debrors. UITF Abstract 13 requires that the investment is now included in fixed assets. The 31 March 1994 figures have been restated.

(ii) The Group's unquoted investment at 1 April 1994 comprised £1 million of non-interest bearing unsecured loan stock 1995 in che Gardiner

Group Plc. In July 1994 ir was necessary to dispose of this investment as part of the refinancing for £762,000 ner of expenses. The loss on

disposal is disclosed as an exceptional loss (note 3).

(iii} The addition in unquoted investments in the year relates to the acquisition in April 1994 of approximacely 19.6% of Arius Inc. for an

aggregate consideration of US$2.5 million (note 18). Full provision has been made during cthe year against che cost of this invescment resulcing

from Arius Inc. filing under Chaprer 7 purseant to which it will be liquidated on an orderly basis. This provision is disclosed as an excepcional

loss {note 3).
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I Scantronic Holdings PLC

Notes to the Financial
Statements continued

Principal subsidiary and associated undertakings

Country of Proportion of equity
incorporation Natwrg of share capital held by
and operaiion business The Company Subsidiaries
Subsidiary undertakings
Scantronic Limited England Manufacturers of electronic 100%
security equipment )
Scantronic (USA) Inc. UsA Manufacturers of electronic 100%
. security equiptment .
Alarmexpress Limited England Distribucors of secuﬁty 100%
equipment
Scancrenic International Limited England Selling agent 100%
Scantronic France $.A. France Selling agent 100%
Scantronic Spain S.A. Spain Selling agenc 100%
Scantronic Incernational Holdings B.V. Necherlands Holding company 100%
Radiometrix Limited Eng!ﬁnd Development and matketing of ) 60%
radio systems
Associated undertaking
Si-eronic Srl. Italy Selling agenc 49%
10. Stocks -
1995 1994
) - 2060 £000
Raw marerials 3,982 i ‘4,128
Work in progress . 219 221
Finished goods 6,321 7,190
10,522 11,539
If stocks were sraced at replacement cost the amounts above would not be materially different for eicher year.
11. Debtors
Group Company
1995 1994 1995 1994
restated resiated
£000 £'000 £600 £000
Trade debrots 12,244 14,261 —_ —
Amounts owed by subsidiary undertakings — — 17,450 18,099
Amounts owed by associated undercakings 197 446 — 41
Other debtors 458 705 7 49
Prepayments and accried income 738 916 —_ —
13,637 16,328 17,457 18,189

Included in other debtots is an amount of £ nil (1994 £244,000) in respect of advanced corporation tax recoverable.

a0



Scantronic Holdings PLC

Notes to the Financial

Statements continued

12, Creditors:
© Amounts falling due within one year:
Group Conipany

1995 1994 1993 1994
£060 £000 £000 £6060
Bank foans 3,902 4,546 1,500 1,750
Bank overdrafts 4,375 3,975 1,486 [,898
Trade creditors 7,450 8,062 — —_
Amounts owed to subsidiary undertakings = — 9,525 6,874
Corporation tax 165 680 132 248
Other taxes and social security 655 1,037 — —_
Finance lease obligations 158 105 -_— —
Other creditors 164 1,120 — -—
Accruals and deferred income 1,294 502 - 538 246
18,163 20,027 13,181 11,016

Bank botrowings are secured by a fixed charge over the debtors of a subsidiary undertaking and a fixed and floating charge over the assets of che

Group.
13. Creditors:
Amounts falling due after more chan one year:
3 Group Cortpany
1995 1994 1995 1994
£'000 £000 £'000 £000
Finance lease obligations 142 88 — —_
142 .88 —. _
The loans and borrowings macure within 3 years and are repayable as follows: )
Within 1 year ) 8,435 8,626 2,986 3,648
Between 1 and 2 years 142 88 — —
Between 2 and 5 years — — —_— —
After 5 years — — — —
8,577 8,714 2,986 3,648
14. Provisions for liahilities and charges
Deferred
Consideration
£'000
Group:
At 1 April 1994 525
Ukilised during the year (50)
Ax 31 March 1995 475
The deferred consideration relaces o che acquisition of Alarmexpress Holdings Limited in the previous year.
1995 1994
£000 £'000
Deferred taxation
Potential and fully provided:
Accelerated capital allowances — (153)
Short term timing differences — 69
Advance corporation tax recoverable — 84
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Scantronic Holdings PLC

Notes to the Financial

Statements continued

15. Called up share capital

19935 1994
£000 £009
Authorised

81,500,000 ordinary shares of 10p each (1994: 54,000,000 shares) 8,150 5,400
4,000,000 5.75% Convertible Cumulative Redeermable Preference shares of £1 each ) 4,000 4,000
13,000,000 7.25p (net} Convertible Cumulative Redeemable Preference shares of 20p each ' 2,600 2,600
14,750 12,000

Allotted and fully paid )
52,593,717 otdinary shares of 10p each (1994: 36,493,717 shares) 5,259 3,649
1,311,348 5.75% Convertible Cumulative Redeemable Preference shares of £1 each (1994; 1,311,348 sharses) 1,312 1,312
9,808,084 7.25p (net) Convertible Cumulacive Redeemable Preference shares of 20p each (1994: 9,808,084 shares) 1,962 1,962
' 8,533 6,923

On 14 November 1994, 16,100,000 otdinaty shares of 10p each were issued at par by way of an open offer, raising net proceeds of £1,264,000; the

purpose was to provide additional working capical for the Group.

Share capital—rights and options:

(2) The rights atrached to the 5.75% Convertible Cumulative Redeemable Preference shates of £1 each (°5.75% Convercibles™) are summarised as

follows:
(i) The right to the cumulative preference dividend of 5.75% per annum, payable half-yearly on 31 March and 30 September in each year.

(ii) The 5.75% Convertibles do not carry the right to vote uiiless the fixed dividend is six months in arrears (which is now the case) or in cereain

other limiced ciccumscances.

(iii) The right, on 31 Augusf {or if later, the date five weeks after the date of despatch to the holders of the 5.75% Convercibles of the audited
consolidated accounts of the Company and its subsidiaries for che financial period ending in the relevant year) in any of che years 1989 to

2000 inclusive (“Conversion Date™), to convert 100 5.75% Convercibles into 153.3333 ordinary shares of che Company.

(iv) Redemﬁtion at the option of the Company (a) if 2 conversion notice has been served or (b) by not less than four weeks notice, expiring before
30 September 20035, at any time after the Conversion Date falling in, or in respect of the year 2000, and redemption in any event on 30
Seprember 2005, R -

(v) There is no premium payable on redemption.

(vi) The 5.75% Convertibles have priority over che ordinary shares and the 7.25p (net) Convertible Cumulative Redeemable Preference shares of

20p as to the payment of dividends and repayment of capiral.

(b) The tights actached to che 7.25p (net) Convertible Cumulative Redeemable Preference shares of 20p each {*7.25p Convertibles”) are summarised

as follows:
(i) The right to the cumulacive dividend of 7.25p (net) pet annum, payable hali-yearly on 31 May and 30 November in each year.

(i) The 7.25p Converribles do not carry the right to vote, unless the fixed dividend is six months in arcears {which is now the case} or in certain

other limited circumstances.

(iii) The right, on 31 August (or if later, the date five weeks afcer the date of despatch to the holdets of the 7.25p Convertibles of the audited
consolidated accounts of the Company and its subsidiaries for the financial peried ending in che relevant year) in any of the years 1990 co

2003 inctusive {"Conversion Date"}), to convert 100 7.25p Convertibles into 78 ordinary shares of the Company.

(iv) Redemprion at the option of the Company {a} if a conversion notice has been served or (b} by not tess chan four weeks notice, expiring before
30 September 2008, at any time after the Conversion Date falling in, or in respect of the year 2003, and redemption in any event on
30 September 2008. )

(v} Redemption is at 100p per 7.25p Convertible.

(vi) The 7.25p Convertibles have priority over the ordinary shares as to the payment of dividends and repayment of capital bur are postponed

and subject to the rights of the holders of che 5.75% Convertibles.
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Scantronic Holdings PLC

Notes to the Financial

Statements continued

(c) At 31 March 1995 the Company had outstanding options in respect of the following ordinary shares of 10p each granted under the rules of the

following employee Share Option Schemes:

Number of
Dare of Grant shares Period of Option Exercise Price
Senior Staff Share Option Scheme April 1986 92,865 3 to 10 years 56.27p
July 1987 172,250 3 to 10 yeass E33p
August 1988 39,669 3 to 10 years 113p
December 1988 105,360 3 to 10 years . 105p
August 1989 140,779 3 to 10 years 143p
Augusc 1991 307,500 3 to 10 years 43p
January 1994 75,000 3 to 10 years 76p
933,423
Savings Related Share Optiotr Scheme Sgptember 1992 721,075 5 to 7', years 48p
1,634,498

During the year options over 283,459 ordinary shares of 10p each lapsed as a result of employees leaving.

(d} The Company has made-a loan of £650,000 to the Employees’ Share Ownership Plan Trust (“ESOP Trust”™) (note 9). At 31 March 1995 the
ESOP Trust held 1,085,000 ordinary shares of 10p each and 100,000 7.25p (net) Convertible Cumularive Redeemable Preference Shares of 20p
each, with an aggregate market value of £144,500 (1994: £922,750). At 31 March 1995 options over 423,000 (1994: 625,000) ordinary shares

of 10p each had been granted under the rules of the ESOP Trust.

. 16. Reserves

< - Prgfie

Share Preference
preminm dividend Oiber and foss

account FEIETLE FESETTES 2ECONNY

£7000 £000 £'000 £000
Group ’
Ac 1 April 1994 5,339 — — 1,828
Expenses of share issue {346) — — —
Eoss for the year n — — (6,012)
Foreign exchange movements . — — — 23
Adjustmenct co prior year acquisition costs net of related legal costs (note 25) — — — 500
Unpaid and accrued preference dividends —_ 629 — —
At 31 March 1995 4,993 629 — (3,659
Company .
Ac 1 April 1994 5,339 — 1,753 7,975
Expenses of share issue (346) — — —
Loss for the year - — —_ (12,320
Unpaid and accrued preference dividends — 629 — —
At 31 March 1995 4,993 629 1,753 (4,345)

The cumulative amount of goodwill resulting from acquisitions which has been written off directly to Group reserves to 31 March 1995 is

£18,040,000 (1994: £18,540,000).

Of the loss on ordinary activities after taxation a loss of £11,534,000 (after a provision against investments of £9,304,000) before dividends of

£786,000 has been dealt with in the accounts of the Company.
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I Scantronic Holdings PLC

Notes to the Financial

Statements continued

17. Reconciliation of movement in shareholders’ funds

£000 £000
Retained loss for the year (6,012)
Other recognised gains and losses relating to the year (net) 25
New share capiral issued 1,610
Expenses of share issue (346)
Adjustment to prior year acquisition costs nec of related legal costs (note 25) 500
Unpaid and accrued preference dividend reserve 629
Ner (reduction) o shareholders’ funds (3,594)
Opening shareholders’ funds: equity 2,734
non-equity 11,356 14,090
Closing shareholders' funds: equicy (1,253)
non-equity 11,749 10,496

18. Acquisition

In April 1994, the Group acquired approximately 19.6 per cent of Arius Inc. ("Arius”) for an aggregare consideration of $2.5 million plus expenses

of £85,000. The consideration was sacisfied by:

£600
Cash 831
Expenses - i 83
. 916
Capitalised debr 833
,749
During the year full provision was made againse che cost of chis investment (note Hiii)).
19. Consolidated cash flow statement analysis
(i) Reconciliation of operating profit to nec cash inflow from operating activities
1995 1994
£000 £000
Operacing (loss)/profic (2,189 2,337
Depreciation charges 1,669 - 1,375
Loss on disposal of fixed assets 9 46
Decrease in stocks 1,017 33
Decrease/(increase) in debtors 1,897 (2,148)
(Dectease) in creditors (154) (260)
Net cash inflow from operating activities 2,249 1,583
(ii) Analysis of che balances of cash and cash equivalents as shown in the batance sheets
Change Change
1995 in year 1994 in year
£000 £000 £900 £000
Cash ar bank and in hand 1,418 403 1,015 (1,371)
Bank overdrafts and loans (8,277) 244 {8,521) (7,682)
6,859) 647 {7,506} (9,553)
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(i) Analysis of changes in cash and cash equivalents during the year

1995 . 1994
£600 £'000
Balance at 1 April ' (7,506) 2,047
Net cash inflow/{outflow) before adjustments for the effect of foreign exchange movements 347 (9,550)
Foreign exchange movements ) 300 3
Balance at 31 March (6,859) (7.506)
{iv) Analysis of changes in financing during the year
1995 1994
Bank Bank
Share loans and Share loans and
capital Jinance capital Jrnance
(including lease {including fease
preminm)  obligations preminm) ebligdtions
£000 £'600 £000 £000
Balances at 1 April 12,262 193 11,098 5,594
Issue of shares net of expenses ] : 1,264 — 71,164 —
Repayment of bank loans — — — (1,060)
Finance lease obligations acquired during the year | — 301 — 237
Capiral element of finance lease payments — (194) — (44)
Bank loans now repayable on demand — — — (4,546)
Foreign exchange movements - — — — 12
Balances at 31 March : —13,526 C 300 12,262 193
20. Information relating to Directors . .
_. - . 1995 1994
: £000 £000
‘Emoluments: )
Fees 73 55
Remuneration 416 461
Pension contributions ] 46 64
535 580

Included in emoluments is the amount of £51,48%5 (1994: £114,000) paid to Swan Associaces a firm of which Mr Richard Swan, a Director of

Scantronic Holdings PLC, has a controlling interest.

The emoluments, excluding pension contributions, of Directors of the Company are detailed as follows:

1995 1994
Remuneration Pension Renueneration Pension

Chairman £35,000 £— £25,000 £

Highest paid Director £228,668 £30,000 £212,841 £27.563

Ditectoss’ emolumnents wete in the following bands: .

Nuniter of directors 1995 1994
£10,001 - £15,000 ' 1 —
£20,001 - £25,000 . — 1
£30,001 - £35,000 1 —
£35,001 — £40,000 : — i
£40,001 — £45,000 1 —
£75,001 — £80,000 1 —_
£90,001 - £95,000 1 —

£110,001 - £115,000 — 2

£210,001 — £215,000 — 1

£225,001 - £230,000 1 —_
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21. Financial transactions with Directors

During the year the following transaccions with Directors took place:

(i) The Group paid fees of £164,785 (1994: £182,217) to their solicitors Heald Nickinson of which Mr Richard Swan, a Director of Scantronic
Holdings PLC, is a partner. '

{ii} The Group agreed to pay Mr Christopher Brookes, a Director of Scantronic Holdings PLC, a fee of £25,000 for the provision by him of a
guarantee of the Company's indebtedness to the Company's principal bankers, limited to the sum of £300,000.

22. Information relating to employees
Staff numbers

The average number of persons employed by the Group, including Directors, during the year was as follows:

1995 1994
Management 26 30
Adminiseration 57 64
Manufactu-ring ) i 462 471
Sales and disttibucion ) 161 154
706 719

Pension Schemes

‘The Group operates defined contribution pension schemes in the UK and che US. The assets of the schemes are held separately from those of the
Group in independencly administered funds. The pension cost charge represents contributions payable by the Group to the funds and in the year
ended 31 March 1995 amounted tol€320,(-)00 (1994: £297,000).

23. Financial commitments

1995 1994
h £000 £'000
Group: - -
Capital expenditure:
Commitments for capital expenditure not provided for in che financial sracements were as follows:
Conrracts placed 478 697
Expenditure aurhorised but not coneracted for ‘ — 862
478 1,559
Commitments under operating leases:
At 31 March annual commicments under non-cancellable operating leases were as follows:
1995 1994
Land and Land and
burldings Other buildings Orher
Group: £000 £000 L£'000 £000
Leases expiring:
Within 1 year 192 134 189 27
Between 1 year and 5 years 161 461 97 284
After more than 5 years 425 — 479 —
778 595 765 311
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24. Contingent liabilities

(i} The Company has guaranceed the bank borrowings of its subsidiaries; the balances outstanding at 31 March 1995 rotalled £5,291,000 (1994:
£3,943,000.

(i) Mr Dias, replaced as Group Financial Director in July 1994, has issued proceedings in the High Court claiming damages for wrongful dismissal
and has issued proceedings for unfair dismissal. The Directors have obained legal advice, following which these proceedings are being defended.

“The Ditectors ate also satisfied that apptopriate provision has been made with respect to these claims.

25. Post balance sheet events

(i) The Group has been engaged in arbitration proceedings in che Uniced States with Cerberus Technologies Inc and Cerberus AG atising from an
Assec Purchase and Sale Agreement dated G March 1990 under which Scantronic (USA) Inc purchased substantially all the assers and business of
Arrowhead Technologies Division. Since che year end all claims have been resolved. The effect of the serclement has been refleceed in che
Financial Staterments (note 16).

(i) Preference dividends continue to remain unpaid and, as such, will concinue to be accrued.
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l Five Year Record

1995 1994 1693 1992 1991

restated restated restated

£000 £000 £000 £000 £600

Turnover 59,190 50,158 39,078 36,053 42,895
{Loss)profit before taxation (4,873) 1,891 7 1,269 2,899 4,440
Taxation (308) 1,198 764 761 529
(Loss)profit after taxation (5,181) 693 505 2,138 3911
Minority interest (45) (68) (14 — —
Shareholders’ funds 10,496 14,090 15,990 17,288 16,796
(Loss)earnings per ordinary share (14. 1ip) (0.46p) (0.88p) 3.89p 9.18p
Dividends per ordinary share — 0.843p 3.121p 2.975p 2973
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24. Contingent liabilities

(i} The Company has guaranteed the bank borrowings of its subsidiaries; che balances outstanding ar 31 March 1995 cotalled £5,291,000 (1994:
£3,943,000.

(i) Mr Dias, replaced as Group Financial Director in July 1994, has issued proceedings in the High Court claiming damages for wrongfut dismissal
and has issued proceedings for unfair dismissal. The Directors have obtained legal advice, following which these proceedings are being defended.

The Directors ate also satisfied that appropriate provision has been made with respect to these claims.

25. Post balance sheet events
(i) The Group has been engaged in atbitration proceedings in the United States with Cerberus Technologies Inc and Cerberus AG arising from an
Asset Purchase and Sale Agreement dated 6 March 1990 under which $cantronic (USA) Inc purchased substancially all the assets and business of

Arrowhead Technologies Division. Since the year end zll claims have been resolved. Fhe effect of che sertlement has been reflected in the
Financial Statements {note 16).

{ii} Preference dividends ¢ontinue to remain unpaid and, as such, will continue to be accrued.
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