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Servomex

Chairman’s Statement

1 am pleased once again to report record results for Servomex n 1990 Servomex's posilion as
one of the world's leading wanufaciurers of gas analysis instrumentation was further remlorced
during toe year in which our sales a1 #16.7m jose by 158% over 1883, with increaces m all the
main gecgraphical areas of the business. Approximately 80% of these sales were made (o
customers outside the United Kingdom,

Group sales

Pounds Sterling 20+
{milliong)
15+

0.

5o

0‘ T "‘ i o v T 18 i
1985 lg87 1988 1989 1680

Prolits belore taxation and minority interests for the yeor were £1 939m, it *nerease v RN
over 1089, After lax profis increased by 8.6%;. Earnimigs per share were 18 7p (1989 12 1]
The Board is recommending @ not finatl drvidend of & Gp per chare whth he nel menm
dividend of 1.8p per share alicady paid this represents a 1otal net dividend «13 4p per share
£712.000 is bamg retained in the brsiness for further growth

Review of the year

Sales m allmajor geographic markels werc ahead el thoe provios year . UK dornestic rileswere
399, aheod and ouy sibaidaries m Ush, Franes and Holland were Yp. M roral mmency. 18%.
9%, and 0% 1espechvely Sales to our German dretubuter were partcnlarly strong at $6%
above the provivis year

The della profits of our US subsidiary were partly protected duning 1860 by an advantagecus
hedge rale’ on purchases from the UK factory US dellar profits when translated to sterling
were howeor adversely alleced by Mo woutness of the dollar Exchangye vanauons with
other currencizs had a minimal effect on 1he: busingss.
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Chairman’s Statement

Distribution network

#® Branch operaticns
& Distributors

* US arsa sales managers & ’s

Further strengthiening of our woridwide distribution network took place with the opening of
Servomex Asia Pacific, based in Tatwan. This step 1s an 1mporiant part of our sirategy to maxi-
mise salas to the Far East where a high level of investment in basic industries 1s taking place.

In January 1991, Servomex (UK) Limited received a letter of mntent 0 order the analytical
insirnment packeage for the Drax Power Station desulpburisatien plant worth £810.00- A fim
order worth £30 0U) has beon received to cover the design phase

This power station is the first inthe UKto ne fitted with such plantwiich1smtended to drasheally
cut emissions of sulphur doxide inta the atmosphere. The order was won aganst tough com-
petition from a number of companies, principally German, and was placad following echmecal
triale, The prestige from this project is expacted 1o be of conswderable henedit to the Groupm
bidding for similar projects all around the world.

I Noverber 1500, Scottish Anglo Environmental Protection Linuted (SAEP) was acquived and
immediately following the acqusition, the business of Servomes: Gas Menuorning Division was
transferred there. Key employees at SAEP were permtied to purchase shares m this combined
operation Jeaving Seyvomex with 789, of the equity The nunonty mierest wiltbe purchased by
Servomex during 1234/1995. SAEP 1s an established marke! leadoer in the manufacture of gas
analysers ad monitors for the diving mdasiry. Rs products are prncipally used 10 supply
diving system manufaclurers withgas measurements necassary tomomter the levelsof oxygen
and carbon dioxids in life suppor! systems.

Operatmg marginat 13.1%n arrawed over the previovs yeor, The prmcipal cause « Tiisarose
irom a more than doubling of systens mannfactured in the UX ansmng from increasing
demands by customers for comptet2 packages. In response io tus, the Group hasmade sigm

ficant investment n compuler aided design and addiional staff which will be of maior benefitin
ths miture, However, the learning curve assowated with the Ledding down of the new stiucture
- eed lowes margins than previously experivnced wath - ystems design and manufachure.
The full penefits of these changes are expected to be realised from the second guarter of 1991,




Servomex

Major investment in capital equipment ¢ontinued particularly in the areag of manufacturing
plant, computer aided design and equiyment for product developmenl.

Training at all levels has always been 2 major focus for the Group. In 1990 this was further
reinforced by a government grant of agproximately £22,000 lo improve facilities.

Prospects

One of Servomex's greatest strengiha continues to be its operation in diverse geongraphic and
applications markets. Only some 20% of the Group'’s business iz done in the UK and a very
significant portion of this is to contractors building plant for ultimate export. In the present UK
business climale, the Directors expect a reduction over 1880 in orders for final UK destinations,

Geographic markets - 1980

Scandinavia

West Germany

The weakness of the US doliar, despite some very recent strengthening, isexpected o preduce
anarrowing of margins to that part of the world. US busmess contmued to be bizoyant through-
out 1990 Some softness has been experienced in the early weeks of 1991 but there is a
perception that the economy has 'bottored out’ and that with the Gulf War over, abetter climate
lics ahead. )
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Servomex

Chairman’s Statement

Demand for the Group's products in continental Europe and the Far East continues to he stiong.
The Group is particularly well posiioned to take advantage of opporlunities 1 the Far East
through its new subsidiary in Taiwan which is expecied to vield profitin the second halfof 1991,

European gales

Pounds Storling 7.5+
(millions)

The combination of Scottish Anglo Enwvironmental Protection Linuted and the Group's Jgas
monitoring division brings t>gether a critical mass of experience and praduct capabiisty to
serve assoctated markets with less sophisticated qualily products Smoe acquisition SAEP has |
enjoyed orders ahove expectalions. !

Backing these upside polentials for new husiness, the Directors have put :n piace a value
analysis programme designed to lower the cosis of exisiing products New products wath
improved features and lower costs are expecled 1© be intrecuced over the course of the
current year.

Overall, whilst it is more difficult than usual to predict the hikely outcoine for the year with the
turbulent world situstion we all see around us, the: spread of the Group's business acraos: many
applications and geographus mwarkets remforces the Directors’ contidence m the future

] R Burxton”
el Marqé
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Servomex

Directors’ Report

The Direciors have pleasure in presenting their report and the financial statements for the year
ended 31 December 1990,

Principal activity and business review
The principal activity of the Group is the design, manufacture, marketing and sale of gas
analysis equipment, instrumentation and systems for distribution worldwide.

Results for the year

The Groupachieveda profilbefore taxation of £1,939,000 (1 989: £1,802,000). The retained profil
for the financial year amounteci to £712,000 (198%: £696,000) which was transferred to
reserves. An interimdividenad of £175,000 or 1.8p per share was paid in respect of the 9,721,624
ordinary shares in issue on 16 November 1890 (1989: £Nil).

The Directors are recommending the paymean! of an erdinary dividend of £350,000 or 3.6p per
share (1989 4.6p) in respect of the 9,721,624 ordinary shares in issue, The dividend will be
payable on 10 May 1991 lo shareholders on the register at close of business on 11 April 1981.

The Chairman’s statement provides a review of the results for 1990 and information concerning
the Company's prospects for 1991,

Research and developnent
The Group's products are classified by the Directors as advanced technology and as such
require constant update and renewal to remain competitive, -

It isthe policy of the Group to devote significant funds each year towards the exploitticn ofnew
technology within the gas analysis field,

Directors
The Direclors of Servomex Plc are listed below:
J R Burton Chairman and Managing Director
R M Gordon Financial Director and Company Secretary
RM AKocache  Resgearch Direclor
R F Kydd Engineering Director
MP Langridge  Sales Director
P G Parnell Marketing Director
D R Winrow Manufacturing Director
C C Gregory Non-execulive Director
P Smitham Non-executive Director

C C Gregory, aged 47, 13 Managing Director of Halls, Homes and Gardens PLC and became a
Director on #2 February 1989,

P Smitham, aged 48, is a partner of Schroder Venture Advisors and became a Director on
27 May 1987.

w3
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Servomex

Directors’ Report

The Directors and their families have the following inlerests in the ardinary share capital of
Servomex Plc:

31 December 1880 31 Doecembinr 1488

Beneficial Non-beneficial Benefigial  Non henelimail
] R Burlon 799,120 42,415 780,120 48,350
R M Gordon 310,800 — 310,800
R M A Kocache 308,000 - 308,000
R FKydd 265,300 _— 265,300
M P Langridge 31,850 — 31,850
P G Parneli 282,800 — 282,800
D R Winrow 253,400 30,030 253,400 20,030
C C Gregory — —
P Smitham —_ —_

There have been no changes in the above shareholdings between 3} December 1950} and
20 March 1991,

Each of the Directors has a service contract which can be terminated v the Company or by
themselves on or after 27 May 1991 by giving one year's notice, or in the case of ] K Burton, two
years' notice.

None of the Directors had a material interest in any significant contract underiaken by the
Company or ils subsidiaries during the year.

Substantial shareholdings

Apart from the Directors' interesls shown abovea, as at 20 March 1991, the Directors have been
advised of the [ollowing persons holding or being beneficially interested yn more than 3% of
" the share capital of the Company:

Ordinary shares O
Britannic Assurance PLC 20,000 33
Citifriends Nominees Limited 425,000 4.4
Dundee & London Investment Trust PLC 552,500 5.7
Framlington Group ple 1,289,800 13.3
John Carrington & Co, Ianmited 318,150 33
Manufacturers Hanover Limited 313,880 a2
Midland Bank Trust Company Lmnted 478,000 49
Standard Life Assurance Company Limited 729,469 18
State Strect Nominees tamited 355,648 37

Share oplions

Options in respact of a total of 263,500 shares have been granted under the Company's
Executive Share Option Schewe to certain employees of the Group, including an oplion over
80,800 shares granted to DrM P Langridge The optionsare exercicableat 125p per zhareonor
after 10 April 1692,

Options in respect of a total of 193,130 shares have been granted and are cutstanding under the
Company's Savings Related Sha1e Option Schenie to certain employees of the Group. These
options are exercisable upon the expirahon of five years from the date of the grant at an
exercise price of 71.4p per share.
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Servomex

Significant changes in tangible fixed assets
Movements in tangible lixed assets during the year are set out in note 11 to the hinancial
staternentis,

Employment of disabled persons

The Group's poliy and practice is to maintain a working environment which gives due regard
to the needs of disabled persons. Full and fair consideration is given to applications for
employment [rom the disabled who have appropriale skills, experience or quelifications.

Employees who have become disabled are encouraged, as [ar as practicable, to continue
with their existing work, or are provided with such training as will enable them to take up
alternative work within the Group. The training, career development and promotion of a
disabled person is, as far as possible, identical to that of a person fortunate enough not to suffer
from a disability.

Employee involvement

The Directors believe in the benefits derived from the creation and maintenance of strong lines

of comnmunication within the Group. By means of regular monthly briefing and open discussion

sessions, employees are advised and encouraged lo ask questions upon & wide range of
matiers. Through these meelings, the Directors seek 1o promote employee involvement in an

understanding of the factors which impact on the well being of the Group. .

Charitable contributions
Charitable contributions for the year amounted to £538 (1989, £2851.

Directors and Officers insurance
The Company has taken owl, as permilted under sechion 310(3) of the Compames Act 1985,
insurance for its officers against liabilities in relation to their duties for the Group.

Close company
The Company is not a close company within the provisions of the Income and Corporation
Taxes fct 1888

Auditors

'Tha auditors, Price Waterhouse, have expressed their willingness 10 ¢ontinue in office and
resolutions re-appointing them and authorising the Directorste fix their remuneration will be
proposed, at the Annual General Meetmg.

Q
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Directors’ Repoxt

Special business
The following resolutions will be proposed as special resolutions at the Annual (eneral
Meeting.

Resolutions & and 6

Continuing the power of the Direciors to allot shares gencrally and shares otherwise (han
pro-rata to existing shareholders. This provides flexibility for any future minor acquisitions
or working capital requirement.

By Order of the Board

R M Gordon
Secretary

”~
20 March 1991 /{/

10
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Servomex

Auditors’ Report

Price Waterhouse m

To the members of Servormex Pl

We have audited the financial stalements on pages 12 to 24 in accordance with Auditing
Standards,

In our opinion the financial staiements give a true and fair view of the state of affairs of the
Company and the Group at 51 December 1990 and of the profit and socurce and apphcation of
funds of the Group for the year then ended and have been properly prepared in accordance
with the Companies Acl 1988,

Sy ot
——PTRs Waterhouse

Chartered Accountants
20 March 1991

11
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Servomex

Consolidated Profit and Loss Account
for the year ended 3] December 1980

1980 1968
Notes £'000 £1000
Turnover 2 16,686 14,508
Cost of sales (8,825) (1.446)
Gross profit 7,861 7,063
Distribution costs (3,319) (2,956)
Admunistralive expenses (1,395) {1,248)
Research and developrnent expenses {352) (194)
Other operating (expenses)/income ()] 69
Operating profit 213 2,180 2,136
Other interest receivable and sumilar income 5 L7 80
Interest payable and similar charges 6 (338) (414,
Profit on erdinary activities before takation 1,939 1,802
Taxation 7 (700) } (672)
Profit on ordinary activities after taxation 8 1,239 1,130
Minority interests 2)

Prolit for the financial year 1,237 1130
’ Dividends paid and proposed g (525) {331)
Profit transferred to reserves 18 112 B85
Eanings per share 10 12.7p 12 1p

The annexed notes form part of these accounts.

12




Servomex

Balance Sheet

as at 31 Decernber 1980

Group Company
1990 1989 1890 1969
Notes £'000 £000 £'000 £1000
Fixed assels '
Tangible assets 11 2,658 2,451 —
Investments 12 15 7,116 6,059
2,573 2451 7,116 6,669
Current assets
Stocks 13 3,721 3,542 —_ :
Debtors 14 4,413 3301 4,752 4,850
Cash at bank and in hand 1,120 1.271 — T8
9,254 8114 4,752 4,825
Creditors: amourds falling due
within one yeaxr 15 (4,420) {2,147 (2,410) (1,865)
Net current assets 4,834 5367 2,342 3,080
Total assets less current liabilities 1,407 7,818 0,458 9,719
Creditors: amounts falling due
after more than one year 15 (2458 (3.214) (2,469} (3,192)
Provisions for liabilities and charges 16 {44) (29 4 ig
Net assets 4,88) 4,518 6,993 £.546
Capital and reserves
Called up share capital 17 486 486 186 486
Share premium account 18 1,165 34 1,165 3 421
Profit and loss account 18 2,258 1 BOG 3,085 2.639
Goodwill write off reserve 18 (427)  (28.288) —_
Revaluation reserve 18 1,355 1388 —_
Non-distributable reserve 18 —_ 2,256
Shareholders’ funds 4,837 4 575 6,993 6.5460
Minority interests 44 -
4,881 4.578 6,993 £©.548
p—
] R Burton 2z
Directey, _
RM Cordon AL
iy

/

Anproved by the Board «f Direciorson 20 March 1991, The annexed netes form part ol these accounts

13




Statement of Source and Application of Funds
for the year ended 31 December 1290
1880 190840
£1000) £000
Source of funds
Profit on ordinary activilies before laxahion 1,838 18365
Adjustmen! for items not involving the movement of funds:
Depreciation 341 A3
Exchange movements {11) (14
Funds generated from operations 2,269 2,107
Funds from other sources
Issue of ordinary share capital —_ 3,966
] Medium term loan -_— Vi3
5 Disposal of tangible fixed assets g
; Loan notes issued 86
Total souxce of funds 2,364 5,246
Application (¥ fands .
Repaymenl of i.iedium term lo. (723)
Dividend paid (525) 210
Purchase of tangible fixed assets (400) (430
Taxation paid {617) {1,009}
Purchase of TILE3 Limited and Servomex Company -— (279) ‘
Redemption of ordinary and preference share capital — §1.990)
Flotation expenses - (440)
Purchase of Scottish Anglo Environmental
Protection Limited (457)
. Purchase of Servomex Asia Pacilic Limited (101)
Total application of funds (2,823) (4,265)
Net (application) /source of funds (459) &3l
The net (application)fsource of funds is represented by the
following increase/(decraase) in working capital
Stucks 41 R
Debtors 364 413
Creditors (412) (i)
Decrease in net liquid funds:
Cash at bank and in hand (892) 15
(459) 31
The nel effecls of the purchase of Scottish Anglo Environmental Pretection Inmuted and
Servomex Asia Pacific Limitect are analysed n note &4.
14




Servomex

Notes to the Financial Statements
for the year ended 31 December 1990

1. Accounting policies

Basis of accounting
The Group prepares its annual [inancial stalements under the historical cost convertion, with the
exception of ceriain freehold land and buildings, which are inciuded at a valuation,

Basis of consolidation
The resulls of the Group's subsidiaries are included in the consolidated profit and loss account

from the date of accuisition.

Turnover

Turnover represents the value of gonds and services inveiced to customora during the year
excluding all sales taxes.

Transigtion of foreigh currencies

Transactions arising in foreign currencies are iranslated into sterling at the approximate ratas of
exchange ruling at the time they arise. Exchange gains and losses are credited or charged {o the
profit and loss account. Assets and Nabilities denominated in foreign curgencies are iranslated
into sterling at rates ruling at the balance sheet date.

The profil and losses of foreign branches and subsidiaries are translated into sterling atthe average
1ates prevailing during the yesr, Where loreign currency assels and liablilies are covered by
forward contracts tiey are tianslated at the appropriate forward rate.

Differences arising from the refranslatic .. of opening net assets of subsidiaries are dealt with
through reserves.

Depreciation
Depreciation is calculated to write off the cost of fixed assets in equal annual instalments over

their estitnated useful lives as follows:

Freehold property 50 years
Leasehold property 510 50 yeers
Plant and machinery 410 16 y=ars .
Muotor vehicles 110 S years
Goadwl

Cloodwill is calculated by reference to the surplus of the costs of acipuiring th2 Company’s stbsi-
diaries over the fair values of the ne. 1ssets acquived. Goodw.)' 1s written ofl as ! anses to a
separate reserve designated for that purpoese

Fmance leases

Whers lived assels are iinanced by leasing agre ments that give nghts approwimately equivalent
to ownership (fnance lcases) the assels are 1eated as if they have been puschased outnght The
corresponding lease commitments are treated as obhigations the lessor Leasing pavments are
reated as consising of capial and imerest elements with the mnterest charged agams! revenue

Assets held un ler finance leases are depreciated over the eswnated usefel hie of the asset or the
lease period, w tichever is the lower

All other leaser are operating leases, the annual rentals of wiich are charg2d o the preiil and less
account on a straight line basis over the term of the loase

Fixed gssel investments

Fixed assoi investments are stated at cost, but are written rdown 1o realisable valueif. in the Cpinion
of the Directors, there has been a permanent dimnution

Stocks

Stocks are recorded o the lawer of cost {includung an appreprute preporaca of overheads) and
net realisable value.

Coat 12 calowlated on o Lirst i first ot basis and repregents the expenditure mearred i the normal
ccurse of buswess 1n bringmg the stocks 1o their present lozaton angd condiicnh

Deforred taxation : ‘
Doferred taxation is provided only o the extent that 1tis considered p chakle that a habilaty wall

crystallise in the loreseeable future,
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Servomex

Notes to the Financial Stataments

1. Accounting policies conlinued

Research and development
All research and uevelopment expenditure is written off in the peniod in which it is meurred

Research grants
Research grants receivable from the UK government under approved research projects are
aredited to the proiit and loss account in the period that the grants are confirmed.

Pension cost

Regular pension cnsts are charged to the profit and loss account in a manner which provides a
substantiailly level percentage of current and expecled future pensionable payroll Any variations
from regular costare charged or credited to the profit and loss account over the average exnecied
remaining service hie of employees,

2. Turnover and operating profit
In the opinion of the Directors the Group operates in une class of business.
Analysis of turnover by geouraphical markets supplied is as follows:

1990 1839
£000 L
United Kingdom 3,862 2025
Continental Europe 5,659 4,638
North America 5,726 B JyEs
Rest of the World 1,439 1 a6l
) 10,686 14 B9
The Group's operating profiij(loss) is generated by s1 bswdanies
in the follewing geographical locations:
1930 MECR)
£'000 £
United s 'nedom 1,324 HIN
Coulinent. L Europe 284 S
North America 612 455
Rest of iz World (30) .
2,180
3. Operating profit
1950 16580
£'000 Fadn
Is srmived at alter chargang:
Lepreciation of cwne d assets 314 S
Depreciation of nssets held under nance Jeases 21 ol
Auditors' rernuneration 51 R
Operating lease reutals in respect of plant end machmery 225 SV
Qther operating lease rentals 210 )

Finance leage charges 7 Q
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4. Directors and employees

The average weekly number of persons employed by the Group
during the year was:

Manufacturiag engd production
Recearch and development
Selling ancl administration

Stalf costs:

Wages and salanes
Social sequrily costs
Other pension costs

Directors received the following remueneration:
Directers’ emcluments (including vension conribubons)

Emoluments of Chairman and highest paid Director
{excluding pensicn contributions)

Number of other Direciors whose emoluments (excluding
pension centributions) are within the [ollowing ranges:

Nil £5,000
£ 5000 £)0.000
£35001  £40,000
£10.001 £45000

5. Interest receivable
Interest recervable represents income W 1espect of ehiont f=nun deposis

6. Interest payable

Internst on any evordrafts agpd othor leans
Intrest ent medur., 1211 loan

Interest 1o payatsle in respect of
E=12vnags whally 1epayable vathun B years

1890 ]380
Number Number
224 215
36 35
101 ar
361 247
1930 1989
£000 £0600
5212 4,616
470 410
188 2_00
5,870 5,226
1990 1699
£ L
361,070 342806
61,792 62,223
1580 1956
Number Numbrer
—_— 4
2 )
- R
8 X
|
!
1990 HERN
£000 ey
51 i
287 40
T3 an
3@ 2N |
BT f
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Servomex

Notes to the Financial Statements

7. Taxation

1890
£'000
baced on the resulls for the year:
UK corporation tax at 35% 340
, Overrseas laxation 345
685
DNeferred taxalion churge/(credit) 15
700

8. Profit for the year

Servermnex Ple dealt with 1 the aceounts of the Company 15 £732,000 (1689; £2,263.000)

8. Dividends paid and proposed

-In respect of 3,304,594 redeemable cumulative preference shares of 1p.
Pl at 800%¢ -
In resmect of 9,721,624 ordinary shares of Sp:

Inte.ritn dividend pad at 1.8p per share 175
Proposed final ¢hividend at 3 Gp per share 350
5235

14954
£

KT
#07

© e

7
Te

Ao permitted 1 - Section 230/ 1)-(4) of the Companies Act 1935 the prohit and 1oss account of Servomes
Piz is net prerented as part of these accounts. The profit after iaxanon for the year attributable to

1550

oW}

§ 020

10. Earmings per share
Earmng: 1

average ol o:dmary shares deemed to be m issue

12

1820
Earnings (£'000) 1,237
Number of shares of 5p each 9721624 o

< sehave beencaleulated on profil af e taxation and mnerty interests and  m 1983
after deducnay tho dividend oa the tedecmalile conulauve prefers nee shares wiach were nat
converted into ordinary shares under the reorgamsauenpun wilntanor divided by the woghied
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11. Tangible fixed assets

Short

Freehold leasehold Plant and

property properly machinery Total
Cost or valuation £000 £000 £060 £'000
At 1 January 1990 1,599 127 2,674 4,400
Additions 5 2 393 400
Added through acquisition - 14 g7 111
Disposals - oo (19) (19
Exchange adjustments —_— (26) (26)
At 31 December 1950 1,604 143 3,119 4,066
Depreciation
At 1 January 1990 10 26 1,913 1,949
Charge lor the year 10 8 323 341
Added through acquisition - 2 40 42
Disposals - (10) (10)
Exchange adjustments - —_ {id) (14)
At 31 December 1990 20 36 2,252 2,308
Net book amount
At 3] December 1930 1,584 107 867 2,558
At 3] December 1989 1,580 i 761 8451

Certain freehold land and buildings were independentiy valued at 31 December 1988 at £1 585.000
The historical cust net book value of the revalued assets at 31 December 1990 was £227,000 {1988:
£229,000). The Directors have been advised that the market value of land that has been mcluded in-
the balance sheet at cost of £14,000 is considerably m excess of the net book amount

Included 1n pldnt and machinery are assets held under finance leases with a cost of £118,317 (1989:
£116,317} and a net book value of £21,849 (1583: £49,034).

12. Investments

Group Company

Other Sharesn

Paticipatng merests relled undenakmngs

£000 £000

At ] January 1990 - 6,559
Additions:

Scottish Ancle Envaonmental Protection Lamied - 457

CODE Internaional Limited 15 -

At 31 December 1990 15 7118

18
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Notes to the Financial Statements

12. Investments continued
The Gronp's subsidiaries and related undertakings are listed below:

Wholly owned: Incorporated and operating 1n
Servomex (UK) Limited England
Servomex SARL France
Servomex BV Netherlands
Servomex Company United States of Anlerica
Servomex Overseas Limited England
TIL83 Limited England

Incorporated

Partly owned: % Equity held and operating in
Servomex Asia Pacilic Limited S51% Tatwan
Scottish Anglo Environmenta! Protection Limited 75% England

The Group has a 194 % participating interest in CODE International Limited which is treated as a
trade investment in these accounts,

13. Stocks
Sroup Company
1990 LRt 1890 VRS
£'000 IR HEE £'000 o0
Raw materials and consumables 745 eT7 —
~Work in progress 2,565 —
Finished goods 411 —_

3,721

In the opinion of the Director s the replacement cost of the Group's stocks doesnet dufler sigmficantly

from the amount at which they are stated tn the balance sheet.

14. Debtors

Group Company
1890 Lo 1950 R
£'000 . £000
Trade deblors 3,850 _—
Other debiuta 240 53
Frepayments 258 2
'Taxanon recoverable 65 34
Amounte ownd by Group undertakings — 4,657
4,413 S 4,752 !

Both the Group's and the Company's deblors are recoverable witiun one year

20




a1 g W W - = B e e A

Servomex

15. Creditors

Group Company
1980 1988 1990 1689
£'000 £000 £'000 £000
Amounts falling due within one year:
Amounts owed to Group undertakings — 802 814
Bank loans, overdrafils and loan notes 1,300 429 1,095 429
Obligations under finance leases 38 28 -
Trade creditors 1,142 618 68 112
Dividends payable 350 350 350 450
Corporation tax 674 552 — 11
Taxation and social security 133 1058 — .
Other creditors 377 460 27 €5
Accruals and deferred income 353 204 a3 84
Deferred acquisttion consideration 85 35 -
4,420 &.147 2410 1,865
Amounts falling due after more than one year:
Qbligations under finance leases
Due within 5 years 13 22 —_
Payments under medijum term loan
Due in 2-5 years 2,469 3,192 2,469 3,162
2,482 2214 2,469 3192

The medium term loan is secured by a fixed and floating charge over the assets and undertakings of
the Company's subsidiaries

16. Provisions for liabilities and charges
Pravisions for habilihes and charges comprise deferred taxation,

Group Company
1980 ik 1090 1655
£'000 00 £'000 & 000
Deferred taxation:
At January 1989 28 55 (19
Profit and loss account 15 1S9 15 (193
Al 31 December 1630 44 <3 ) (18
Deferrad taxation comprises:
Accelerated capital allowances 53 i —
Oiher timing diflerences {B) «3’5‘1 (4) (193
44 3 {4) 5]

The {ull potential amount of deferred raxatiyn has been provided except that no provision has been
made for corporation tax onany capital gains that might arise on the sale by the Group of s revalued
land and buildings, as there is no present intenuon of disposal,

a1
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Notes to the Financial Statements

17, Called up share capital

The Company's share capital as at 31 December was as {ollows:

Authorised:
Ordmary shares of 5p each

Issued and fully paid:
Ordinary shares of 8p each

18. Reserves
Group

Balance at 1 January {9980

Retained prolit

Conversion to non-distributable
reserve

Goodwill write off

Goodwill arising on accuisitions

* Exchange movements

Balanee a1 31 Decernber 1990

1990 1990 1489 17369

Number £'000 Number £000

13,000,000 650 13,400 4300 G50

9,721,624 486 5721 b?l- 480

Non-

Share Profit Geodv Revalu- distri-

premium  andloss  write. - ation butable

account account 1eserve raserve reserve

£000 £'000 £'000 £000 £000

3,431 1,569 (2.256) 1,385 -

- T2 - e =

(2,256) — - o 2,256
- — 2,256 e (2,256)

— — {427) - —_

o (23) —_ — —_—

1,165 2,258 {427} 1,358 -

During the year the Group obtaned sanction {rom. the Courtunder Section 135 of the Companies Act
1985 to reduce the share premum account and to create a non-disini:utable reserve The balance
brought forward on the goodwill write-off reserve has been offsel against this non-distnbutable

reserve,
Company

Balance at 1 January 1980

Conversion to non-cdistributable reserve

Retained profut
Exchange movements

Balance at 31 December 1990

19, Capital commitments

Capital expenditure anthorised and not contracted for

22

Share Profit
piemun  andloss
account  account
£000 £00)
3421 2639
{2.258) -
207

240

1,165 3,086
1290

£'630

&4

Non-
distri-
butable
reserve
£000

2.256

e

10
£ 000

we'tt
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20. Commitments under operating leases

At 31 December 1990 the Group had the following annual commitments under non-cancellable
operating leazes:

Land and buildings Other
1980 103y 1890 s
£'000 U0 £1000 INERL
Expiring within one year 39 27 ¥y
Expiring between one and five years a3 i 165 144
Expiring after five years 130 __“_lffi — L
202 el 182 iny

22, Contingent liabilities

At 3] December 1990 the Group had contingent habilities in respect of guarantees to third parties
amounting to £82,595 (1989; £80,183).

23. Pension costs

The Group has contributory and non-contiibutory pension schemes providing retirement tenefits
for the majority of employees and Directors. The main scheme, which covers 80°¢ of scheme
members, {5 of the defined benefit type, the benefits being based on years of service and
emp.oyees' inal remuneration. The assets of this scheme are held 1 a separate admmstered fund.

The total pension cost for the Group was £188,000 (1889: £200,000), and mcluded a credit ¢ £71.000
(1983: £33,000) for variations from regular pension costs in respect of the amoerthisaton of a surplus
arising on the main UK ccheme

At 31 December 1960, debters sp-iuded a prepayment of £104.000 {1888, £33.000) and creditms
fallmer due within one year included a provision in respect of the mam UK scheme of £21 80041989
£81,000).

Unrod Kingdom scheme
In the UK, approximately 190 employees are members of The Servemex Pencion and Assurance
Scheme ('the Scheme %, 4 funded, defined benefit scheme which was fonrred m 1858

The conttibutions o the Scheme are determined by a quahiied actaary on the bage of mennal
valuations The mest recent, formal rewiaw of the Schemao was a1 1 Janvary 1930 and wasperformed
using the Projected UmiMethod The assumptions wineh had the mest sigmlicant effect onthe resuits
of the review are saot out below,

Rate of rotun on vestiments B89 pa
Rate of pensionable salary mercases 70% pa
Rate of dmwidend growth for equiies 40% pa

y
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Notes to the Financial Statements

23. Pensions continued

The review showed that the market value of the Scheme's assels was £3,705.000 and that the
actuarial value of these assets represented 139%: of the benelits that had accrued to members to
1 January 1990, after allowing for expected future increases in earnings.

The Company is currently contributing (o the Scheine at the rate of 7.9%« of Pensionable Salanes
with employees contribuling at 5%. In accordance with actuarial advice and UK Standard
Accounting Praclice 24 the vat iation in respect of the experienced surplusis being spread forward
over 16 years, the average remaining service lives of the members

Overseas schemes

Certain retirement benefit costs relating to overseas schemes, where th charge to profil and less
has been determined in accordance with best local practice using an accounting policy dilferent to
that of the Group, have been included in the accounts of the Group unadjusted The eflcct of not
adjusting these costs is immaterial.

24. Bource and application of funds

The net elfect of the purchase ol Scottish Anglo Envircnmental Protection Limited and Servomex
Asia Paciflic Limited i as follows;

Scottish Anglo Erironmental Protection Limtted

Net assets acquired Discharged by

Fixed assets 54 Cash 36
- Stocks 138 Loan notes 86

Debtors 159 Deferred considerataon 35

Invesiment 15

Crediors {190)

Taxation 11

Bank overdraflt {20}

Goodwill 333

Minorily interests (42)

457 457

Servomex Asia Pacific Limited

Net agsets acquired Dicchare, 2d by
Fixed assels 15 Cash 8l
Credilors = Deicrred censideration FAY)
Goodwill 98

101 b1 |

24
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‘Five Year Review

1990 15989 1884 1987 18806

£000 £000 £'000 £'000 £1000

Turnaver 14,688 14,500 17,220 16,39 9,429
Operating profit 2,190 2,136 1,931 1,205 1,204

Profit before taxation 1,939 1,802 1,617 1,464 1.378
Taxation 700 672 584 514 514
Profit after taxaiion 1,239 1,130 1,033 950 - BG4
Mingrity interests 2 - - - -

[\l
Profit after minority interesis 1,237 1,130 1.033 980 863
Dividends 525 434 232 118 -
r Increase in reserves 712 690 81 g3 o84
Eamings pex share — pre buy out —_— isdp
= posthuy out 12.3p FRALY Ll PPN Y
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Notice of Annual General Meeting

Notice is hereby given that the Annual General Meeting of the Company will be held al Buxted
Park Hotel, Buxted, Uckfield, East Sussex on Thursday, 2 May 198! a1 12.30 p.m. for the purposes
of considenng and, il thought Iit, passing the following resolutions of which resolutions 1, 2, 3, 4
and 8 will be proposed as ordinary resolutions and resolution § as a special resolution:

Qrdinary business

)

To receive and adopt the Accounts and Report of tiie Directors and Auditors for the year endled
3] December 1880,

To declare a finai dividend, 3.6p per share.

To re-appoinl Price Waterhouse as Auditors and to authorise the Directors to fix their
remuneration,

To re-slect Mr G C Gregory as a Director who retires by rotation but beng eligible will be
proposed for re-eleciion,

. Special business

5

28

That the Directors be and are herehy geperally apd unconditionally authorised to exercise all
or any of the powers of the Company to atlot relevant securities (within the meanting of Section
80(2) of the Companies Act 1885 (“the Act"} ) of the Company up 10 an agyregate normimnal
amount of £163,918 (34% of issued share capial of the Company} for a penod expinng on the
conclusion of the Annual General Meeting of the Company held 1n 1932 {uniess previcusly
renewed, varied or revoked by the Company in General Meeung) save that the Company may
prior 1o such expiry make an offer or agreement which would ¢1 mglit require relevant
securilies 10 be allolted after such expiry and the Directors may allol relevant securities
pursuant {0 any such offer or agreemeni as if the authority conferred hereby had not expired.

That subject to the passing of resclution §the Direciors be and are hereby empowered parsuant
to Section 95 of the Act 1o allo! equity securities {wilhin the meanmg of Section 94(2) ¢l the Act)
of the Company pursuant io the authority conferred by resolution Sas i Section 831 of the Act
did not apply 1o such allotment provided that flus power:

(A) shall expire on the conclusion of the Annual General Meeting of the Company ield w 1882
save that the Company may prior 1o such expiry make an offer or agreement wiicl would
or might require equity securities to be allotted after sach expiry and the Divectors may
allot equily securities pursuant lo any such offer or agreemen 3; i the power conferred
hereby had not expired, and .
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(B} shall be limited lo:

(a) any allotmenis of equity securities in connect on with a rights issue tc holders of equity
securities in proportion (as nearly as may be) to their then holdings subject only lo
the Directors having a right to make such arrangements in connection with such rights
issue as they deem necessary or expedient: -

(i).‘*kto deal with equity securities representing fractional entitlerments, and

(i) ko deal with equity securities which the Directors consider it necessary or
expedient to exclude from the offer on account of either legal problems under the
laws of any lerritory or the requirements of any recognised regulatory body or
any other Stock Exchange, and

(k) any other allotments of equity securities for cash up to a maximum nominal amount
of £24,300 (5% of issued share capital of the Company).

~)

By Order of the Board

R M Gordon
Secretary

5 April 1991

Registered office;
Crowborough Hill
jarvis Brook
Crowborough

East Sussex TNE 3DU

Notes

1 Amember entiled o silend and vole at the Annual General Meenng 18 entitled 19 AppoInt One OF IMOTE proxies
1o attend and vote on hus or her hahall and sich Proxy o proxiss Heed ot 1ve o member & menbers of ihe
Company. A proxy form is included with this docurment which if requured shoald be compleled and 1eturned
in accordanges with wsiruchons set out therein.

=]

There wili be avatlabie ot ingpection al the regisiered ollice of the Company dunng normal buniness hours from
the date of this notice unhl the date of the Annual Genoral Medtng and for at Jeast fileen munuies prior to and

| during the meeting

{a) Tg-e regsstar of irectors mier osts kepi Ly the Company an accordance with Section 325 of the Companies At
1985

(b} Copies of the Mrectors conb acts of gervice with tha Gompany
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