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FINANCIAL HIGHLIGHTS

£'000 1952 1993
Profit pre-tax 2,108 i 1,521 |
Restructuring costs included in profit pre-tax - {568)
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FIVE YEAR REVIEW

{Black p%}l ey

1989 1880 1991 1992 1993
£'000 £'000 £'000 £°000 £000
Turnover 145097 |16,686 (7 (182897 (19,7251 |[22,656 [
Operating Profit* 2,136 2,190 2,372 2,239, 1,681
*Restructuring costs included in
operating profit - - - - (568)
Profit before taxation 1,802 1,939 2,058 2,109 1,521
Taxation {672} {700) {718) (734) (608)
Profit after taxation 1,130 1,239 1,340 1,375 913
Minority interests - (2) {1 2] 13
Profit after minority interasts 1,130 1,237 1,339 1,384 926
Dividends {434) {525) {554) {584) (637)
Increase in reserves 696 712 785 800 289
Earnings per share 12.1p i2.7p 13.8p i4.1p 9.4p
| L L { L
STATISTICAL INFORMATION
Business Ratios: 1992 1993
Debtor days outstanding 58 days ] 61days |7
Inventory days held 103 days 76 days down 26.2%
Sales per employee £53.9k £64.8k up 20.2%
R&D to sales 54% 6.0% up 11.0%
g — v
Exchange Rates:
US Dollar - Translation average 176 S K5 I N
- Hedge Contract Rate 1.65 % 1.66
French Franc - Translation average 9,41 :“ 852
outch Guilder - Translation average 3.08 : a8
Tniwan Dollar - Translation average 4319 1 [ 40.03 |
A | —
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CHAIRMAN'S STATEMENT

Results

Sales advanced to £22.7m, 15% ahead of last
year. This represents a modest 3% growth in
votume, the rest being accounted for by price and
exchange effects. Despite a poor start, our US
operation recovered in the second half and
produced an 11% growth in dollar terms, The US
markst now accounts for 38.5% of our total
sales. European markets remained generally
depressed. In Asia Pacific, we saw growth in
orders resulting fram our joint venture in Beijing
and the tighter focus and supportin the Asia
Pacific market by our Taipsi Company.

Operating profit at £1.7m reflects the impact in
the year of restructuring within the Group, costs
of which amounted to £568k and fram £102k of
additional stock write downs consideled prudent.
The underlying gross margin before stock write
offs rose by 1.3 percentags points resuiting from
the effacts of price rises, low material inflation
and the lowsering of the manufacturing overhead
base. This was offset by the effects of exchange
particularly in relation to the US dollar which
strengthened considerably during 1893 after the
Group had put in place ts currency hedge
contracts for the year. The adverse impact of this
was ¢. £320k.

In eddition to the £588k of restructunng
expense referred to above, the Group’s operating
cost3s reflect the effects of our business
programrnas to improve our responsiveness {o
our custoiners an- 1o the market place in gereral,
These programmes have necessitated additronal
investment 1» botn our seliing and research and
development orqanisations,

The Group's nat debit level rose slightly dunng
thae year, ending at £1.77/m (1932: £1.54m} and
{inal gearing was 25% (1892. 23%). The inventory
reduction programme, started in 1992, assisted
greatly in the year releasing £724k of working
capital towards the cost of capital mvestment
programmes as well as to the costs of
restructuring, Debtor levels remained under tight
control throughout the year but were particularly
high at the end of 1993 after an exceplional sales
cutput  in December. These debts fal! due for
collection early in 1994 end we expect the
madium term trend to remain firmly downwards.

Prafit before taxation at £1.5m reflects the one
off and non recurning costs referred 10 above and
compares vith £2.1m last year.

The higher taxation charge for the year 5t 40%
{1992: 35%) 15 largely due 1o the trading losses
overseas which cannet be offze: against Groun
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prcfits elsevwhere, These losses will be offset
against future trading profits,

Earnings per share are reduced in the year to
9.4p per share (1992: 14.1p). Despite this the
Board 1s confident about the prospects for
earnings growth in 1984 resulting from the
acuons taken. It 18 therefore recormmending a
final divcdend ui 4 3p per share which together
with the intenm divaidend of 1.9p per share,
tepresents a full year net dividend of 6.4p per
share {1992: 59p). £289k is being retained in
the business {or growth.

Restructuring

Du.ng the Tast two years we have been
wor«:ng hard at ensunng that Setvomey is well
equiysped to take advantage of its undoubted
growth potential. The man thrust of these
changes has been aimed at concentrating on our
core competences and developing a rapid
rezponse o our cusiomers’ needs,

A number of projects hava been completed, or
are neanng completicl. These are-

» Dwvasionghsation to provide geographicai
customer fotus

* Improved ¥ ranzial contrels
* Intreguction of lean manufacture
» Customar Delight Programme

The necessary recrganisation has regrettably
meant scme redundancies and thers have also
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CHAIRMAN'S STATEMENT

been othet nen-recurring costs which have been
fully provided for in 1993,

We are convinced of the merit of continuous
improvement and have started work on a
new projact to improve further our Product
Development capability.

Prospects

Woild economic conditions show little sign
of recovery, although we do ses some improve-
rmend in the USA, Asia Pacific and the UK.
Aganst this background we see limited scope for
significant volume growth at present. However.
as a result of the restucturing of our manu-
facturing and other operations and tighter markat
focus, we expect to see the major reduction n
the cost base reflected in improved earnings in
the current year.

New produet introductions, which are
increasingly in direct response to customer needs,
will provide us with exciting new cpportunities to
develop the market.

The major reorganisation of the Group which
has taken place in the last year is already beginning
to yield positiva results, Morale ts high and focused
on improving performance, | am therefore
confident that we are now in a strong position to
take advantage of our long term potential.

Cadbury Committee Recommendations

Further to our report last year on compliance with
the Cadbury recommendations, [ can report on
further progress. In particular the bosrd has taken
the following action:-

s MNon-executive directors are appointed on & two
year contract,

+ Established an Audit Committee of non-
axecutive directors under the chairmanship of
Mr Clive Gregory FCA.

« Defined the Directors’ responsibility for
preparing the accounts, (see page 17)

A {full listing of our compliance follows my report.




CHAIRMAN'S STATEMENT

Profit Sharing Share Scheme

| am pleased to announce the introduction of
our profit sharing share scheme with effect from
1 January 1994, following its approval by the
shareholdlers at the 1393 AGM,

Under the scheme the Company may set aside
up to 5% of its UK profits for the acquisition of
Servornx shares to be held under trust for the
benefit of efigible employees.

The Board believes strongly in the banefit to be
obtained from the encouragement of employees
through their participation in the growth of the
company.

Board Changes

As indicated in his last statement, John Burton
retired as Chairman in 2pril 1993. During a
tenureship of more than 10 years, he success-
fully led the Company through a critical period in
its development and growth. | extend to him my
sincers thanks and best wiches for a long and
happy retrement.

i am pleased 10 welcome Les James to the
Board. Les joined the Company in 1993 as General
Manager - Manufacturing Division, and we look
forward to his important contrbuticn to the Bowrd.
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In Junie 1993 David Winrow decided to resign
from t* > Company. | thank him for his past
contribution to the Company and wish him well in
his new endeavours.

Staff

In terms of organisational change and trading
conditions, 1993 has been a difficult year for our
staff. The board wishes to record its sincere
thanks for their dedication and willingness to rise
to the challenges that have faced them.

TERRY CLEMENTS
Chairman
28 March 1894

Presentation of Customer Dehght Award, Endeavour Awards, Frolit Pian Ackeverment Awards
andl Tramee of the Year Award by Roger Harrop, Cheel . scutive.

V4
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THE CODE OF BEST PRACTICE

1.1

1.2

1.3

1.4

1.5

1.6

2.4

2.2

2.3

2.4

The Board of Directors

The board should mest regularly, retain full and effective control
over tha company and monitor the executive management.

There should be a clearly accepted division of responsibility at
the head of a company, which will ensure a balance of power
and authority, such that no one individual has unfettered powers
of decision. Where the chairmar is also the chief executive, it is
essential that there should be a strong and independent
element on the board, with a recognised senior rnemboer.

The board should include non-executive directors of sufficient
calibre and number for their views to carry significant weight in
the board's decision.

The board should have & formal schedule of matters speciiically
reserved to it for decision to ensure that the direction and
contro! of the company is firmly in its hands.

There should be an agreed procedure for directors in the
furtherance of their duties to take independent professional
advice if necessary, at the comnany’s expense.

All directors should have access to the advice and services of
the company seciatary, who is responsible to the board for
ensuring that board procedures are followed and that applicable
nies and regulations are complied with. Any quesuon of the
rernoval of the company secretary should be a matter for the
board as a whole.

Non-Executive Directors

Non-executive directors should bring an independent judgement
to bear on issues of strategy, performance, resources, inclucing
key appointments, and standaids of conduct.

The majority should be independent of management and {ree
from any bustniess or other relationship which could matenally
interfere with the exercise of their independent judgement,
apart from their fees and shareholding. Their fees should reflect
the time which they commit to the company.

Non-executive directors should be appainted for specified terris
and reappointment should not be automatic.

Non-axecutive directors should be selected through a formal
process and both the process and their appointment should be
a matter for the board as a whole.

COMPLIANCE

NN
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THE CODE OF BEST PRACTICE

3.1

3.2

4.1

42

43

4.4

4.5

4.8

By =

COMPLIANCE
Executive Directors

Directors’ service contracts should not exceed three years
without shareholders’ approval. (Soe Footore 1)
There should be full and clear disclosure of directors’ total
emoluments and those of the chairrman and highest paid UK
direstor, including pension contributions and stock options. /
Separate figures should ba given for salary and performance-
related elaments and the basis on which performance is
measured should be explzined.

recormnmendations of a refnuneration committee made up

Executive directors’ pay should be subject to the v/
wholly or mainly of non-executive directors,

Reporting and Controls

it is the board's duty to present a balanced and undersiandable ‘/
assessment of the company's position,

The board should ensure thal an objective and professional
relationship is maintained with the auditors. /

The board should establish an audit commuttee of at least 3 non-
executive directors with written terms of reference which deal

clearly with its authority and duties, ¢See Footnote 2
The directors should explain their respansibility for prepanng the
accounts next to a statemenrt by the auditors about their /

reporting responsibilities.

The directors should report on the affectiveness of the
company’s system of interpal control.

(Se= Footrote 3)
The directors should report that the business is a going concern,
with the supporting assumptions o7 qualifications as cecessary 4

{Seo Foonnte 3

Footnotes

Each of the vxecutne Diroctoss bas a roling seniee contract whidh ¢an be ferminated by gving One year's admee.

An audit commutioe compnsed of the iva non-evecetve Brectors under the Charmanshpef € © Gregery FCA has been
setup The Board does not propose 1O merease the mumbar of sionoverutve Brertors o full 1 this tequirament 8t present
The Eeard are advised that gu:danca has yet 10 be provided on the requiements of the Code dealng wiih statemanis on
miemal controd and ‘going concarn”.

Auditor's Comment

The Company complies with &l the provisions <f tha Cadeury Commates's Code of Eest Frazuce, otherthan those toms
notad above an.s the Fequuements Feslng 10 gang Cconcein and wmiemal cantdl ferwhich uedance s awa:ted The Company's
suditors, Frco Watarhouse have Faviewed Gur Compiance with the spepfia maners ke Code whch the Lendon Stock
Exchanga rogqu fO8 that the audiors shouid ravew  They have repaited 1o the Board that they are of the opinen that it s
apprGpaate For the Dectors e makeo tha statement that the Company Comates wih those aspests of the Code refered 10 above
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REVIEW OF OPERATIONS

Despite trading levels worldwide remairning
unpredictable throughout 1993 we achieved a
modest business volume growth of 3%.
Individual markets however varied dramatically
with considerable successes in the USA, italy,
Canada, Poland and Japan where improved
volumes wera achieved, offset by extremely
depressed conditions throughout most of
mainland Europe and Australasia.

Our policy of maintaining a 12 month forward
hedged position for our US dollar revenue has
served us well in the past in ensuring that we
have a predictable ‘playing field' and enabling us
to avoid short term exchange fluctuations.
Hovrever, in the year the policy worked against us
in so far as the fixed hedge rates with which we
waent into the vear were, in the event,
significantly higher than spot. Profitability would
have been improved by c. £320k had we not
adopted this policy. Nevertheless, we consider
that in ight of the high level of exposure to US
dollar exchange fluctuation our hedging policy
remains in the best interests of the Company.

The inventory raduction programme initiated 1n
1992 has slready yielded considerable success,
with inventaries falling by £724K in the cuirent
year. As a censequence of this reduction
howaver, operating prafits have been impacted
with a level of factory operating expense ligher
than usuat. This was because fixed overhead
capitalised i the closing 1992 inventory was not
replaced by an equivalent lave! carried forward at
the end of this year. The effect of this on
operating profit amounted to £350k. With further
reduction 1n inventones expecied in 1894, a
similar effect is anticipated on the 1994 results
before the full financial benefits of the programme
feed through to earnings

A further consequence of our ngorous mventory
raduction programme has been to bring :nto
sharper relief slow moving and excess invantory,
and an additional write off of these stocks of £102k
was considered prudent in the year.

Despite the imited volume growth in the year,
wa increased our Research and Development
investment levels and accelerated our "Customer
Delight’ change programmes. These are targated
at achieving waild class levals of paerformance m
all aspects of our business and above average
earnings growth. Tangile results from this
programme are alreasy materiaising, sales per
employee moving forward by 20%: and most
importantly, Inventory continuing to dechine. This
15 ow st o leve! some 369 lowe? .13 at the

start of the programme 1n 1992 represanting
£1.5m released into the business.

The most far reaching of the ‘Customer Delight’
programmes is our ‘Excel’ manufacturing develop-
ment programme which is now well advanced at
our Crowborough facility. The programme targeis
wotld class objectives which will be achieved
through the adors.en of ‘lean production’ cellular
manufacturing and JIT (Just in Time) philosophies,
togather with a focus on our core competances
and vendor partnership agreements. In a period
of limited volume growth, the cansequences of
this programme have led inevitably and regrettably
to the need to reduce the numbier of employees at
all levels throughout our manufacturing division.

In addition to this, as a result of the severely
depressed volumes encountered in certain
markets during the year there was a need for us
to restructure three of our subsidiary operations
to lower break even levels.

In total ¢. £670k of non recurring costs were
incurred in the year. These resulted from the ‘Excel’
programme, the need for downsizing :n some of
our businasses, the decision to close our Tawan
systems capability and the additonal stock wate off.

Cost savings, together with the substantial
improvement in inventory levels resulting from
this programme are already feeding through in
cutrent results. The ability to deliver preduct in
one quarter of the tme previously 1aken and indeed
ahead of our competdtors, we believe will give us
a further important edge in the market place
providing another source of future sales growth.
Qur effortis frmly focused on this objective.

impertant new products were launched dunng
the year, including advanced transducers which
have contnbuted to over 40% growth in the OEM
{Onginat Equipment Manufacturer) sector of
our ruarkel.
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REVIEW OF OPERATIONS

Business development strategies remain
targeted on achieving balanced portfolios across
our three geographic sectors: America, Europe;
and the Pacific Rim, and across four market
sactors: Process; Light Industrial; OEM; and
Ambient air,

Although sales of over £2.2in of environmental
business wera realised in 1993, prirmarily in the
USA & UK, the state of iegislation and
anfarcement did not yield the anticipated
worldwide results from environmental products,
The environmental sector does remain, however,
an important part of our future and one &t which
we are targeting major new products.

Trading

SALES

Europe 47.0% Asia Pacific 6.0

Amaricas 42.0%

Americas

1993 represented another year of difficult
market conditions, and rasulting challenges in the
Amaricas. Poor economic conditions sn the USA
led to a reduction i demand for industnal
analysers in traditional markets such as cherical
and petrocherical industnes. This in turn
translated into a highly competitive market place
as competition fought for the resulting reduced
level of husiness potental. Despite this scenano,
we maintained margins and achieved a growthin
USA domestic business of 119 over 1992 levels.
This was accomplished by the aggressive
promotion of Servomex strengths wiich centre
on technology, quality and afler sales support, as
well as by applying lughly focused and
determined effort on environmental, FDA (Food
and Drug Admimstration} transfiling, OEN
transducer and service opporntunities

Installation of a new agent network in Canada,
voupled with the close support of all westem
hemisphere agers, led to good grovth in our
Canachan and South Amencan markels,

Europe

Whilst France, UK, Germany, Holland and
Scandinavia remaned weak we succeeded in
greatly improving our posit.on 1n the former
Eastern bleck countnies, By strengthen:ing and

tmsr__(%zez__,

supporting our distributors in these countries
orders for 1893 were more than 40% higher than
those for 1992.

The European patrochemical market in partic-
ular remains weik, with over capacity resulting in
a fall off in demand for our products, The wide
applications base of Servomex products has
enabled us 1o offset this downturn by deepening
penetration into other markets, such as environ-
mental, Following a concerted programms in
support of our local agent we have been
particularly successful in selling to {talian engin-
eering contractors handling overseas projects.

Trading levels in France continued to be
severely depressed with a 30% drop in orders.

Asia Pacific

Japan SALES Singapore
26.6% 12.4%
China Indonosia

17.0% .8%

Tahwan 12.4%
Despite the slowing down ¢f some economies
in the Asia Pacific region wwe athieved an excellent
performance with an overall 14% growth,
In particular we saw bustness grow by over 56%
in Japan as a result of joint efforts with our agent
1owards market diversification.

In Chinz we have formed a “jeint ventura',
CNTIC - Servomex, which1s targeting specific key
market seciers, Crders have resuited very
quickly, and we are giving close support to this
potenually very large market.

in the thurd quarter we tock the decision to
close our Kachswing systems capahulity. enabling
us 10 focus out attenuons mere closely on
developing the markets for our higher added
value transducer and analyser products.
We have further reinforced our capablines at our
Taipe: cornpany vwith expatnate Techmeal and
Service Managers.

Rest of the World

Seuth Afnca contnued 20 be an important growth
markel. in the year over 30 of cur new 2550 mult-
component nfrared analysers were successfully
instatied and operated in the SASOL N faciity.

The removal of govemment firancal restaictions
i Ind:a over the last Two years has cpened up

Other 21.6%
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this market. Following the appointment of a new
agent in 1992, with support from us, we have seen
business in the sub-continent grow in the year and
we are very optimistic for its future potential.

Australasia was a disappointment and we suffered
a setback with the liquidation of our Australian agent.

Scottish Anglo
1893 was one of the most difficult trading
yaars experienced in the Ambient Gas Monitoring
-arket. As a consequence of depressed
averall business levels there was a need at
mid year to reduce breakeven levels and
consolidate our position for the future.

We did, however, score some notabie
successes, particularly £200k of orders for tele-
phone exchange gas monitoring systems and a
large contract to supply analysers for the MOD Air
Diving Chamber Build Programme, and inroads were
made into the vast Russian gas monitoring market.

Carporate

Manufacturing

As part of our commitrment to delight our
customers, Manufacturing Division is
implementing its ‘Excel’ development programme
aimed at achieving world class levels of
performance. Manufacturing lead times are being
raduced from weeks to days, inventory is being
haived and delivery accuracy 1s beinyg raised
towards the target of 100%.

This radical prograimme ntroduce.s the concept
of ‘minirbusiness’ manutacturing cells and
involvas a flatter organisation struzture,
regenerated production areas and new business
processes based on Just in Time disciplines and
vendor partnarstups. During the third quarter the
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new organisation structure was put in place, kay

positions filled using professionally run assessment
centres ensuring the precise *fit’ of person to job
- foliowed by extensive training at all levels.

Following development of a make-v-buy strategy
to ensure we focus on core competences, five
cells are being established with emphasis being
put net only on the quality of the prccesses, but
also on the quality of working environment.

The new business processes are being imple-
mented in parallel with the physical changes.
Customer orders are converted to demand lists
and passed to product Cells. Material flow
between Cells and from partnership suppliers is
controlled by 'Kanbans'.

The programme, which was devised in the first
half of 1993, began implementation in the last quarter
of 1993 and is already delivenng significant benefits.

Product Development

Throughout a difficult year we maintained our
Teve! of invesiment in our product development
programme. The research department was re-
housed in a modern purpose-built environment,
whilst our neéw training and simultaneous engk-
neering centre became a hub of activity in constant
use by the simultaneous engineering teams.

Training and team bulding activities ranked high
in our personal development programme.

The photometnc 2500 Series process IR analyser
range saw the addimon of the 2550 mulucornpon-
ent analyser and the 2510 gas filter coirelation
analyser.

The miniature IR 1500 Senf s photometers
veere introduced imito the 1400 and 1450 Sernies of
tight industnal analysers, whaist the 571 Portable
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paramagnetic oxygen analyser was spanilly
adapter! 1o meart the exacting NASA requirements
for shuttle launch area safety.

In the transducers sector we rasponded to the
nezds of the culture incubator market and
developed a miniature self contained IR CO,
probe which is now completing evaluation.

The 1500 Series was extented into methanse and
carhon monoxide and work continues into
extending it to lower concentraticns. Field trials
of our unique patented combustibles sensor in
differing and demanding flue gases have proved
successful and the technology is in the process of
being introduced into production.

Marketing

Qur drive towards = fully market led culture
continued and gained momentum with the appoint-
ment in the third quarter of a Group Marketing
wManager with experience in consumer and
industrial markets, Several market research
projects are currently in hand with the cbjective
of eisuring that new and existing projects fully
mesat market requirements,

A promotional programme for 1994 is underway
so that Servomex praducts continue to be in the
farefront of our customers” minds.

Woaoiking Capital

Receivables conunued 10 be kept undear tight ren
in the year despite the pressures from extended
payment terms mofe nofmal In our emerging markets,

Capex

Capital expenditure, at £994k was mainained
at close to the 1992 level. This included a £160k
turning centre for our newvy parts cell which
rapidly demonsirated major cost savings, more
than justifying its anticipated pay back of under
two years.

Environmaont

The Company has a corporate-wide
carmmmitment to goud interpational eavironmiental
standards and continuously stnives to conduct :s
affairs in a responsible fashion to protest people
and enhance the environment.

The Company 15 committed to being an enviren-
mentally responsible member of the local, nauonal
and worldwida communities in whach it operates.

Additionally the Company's products are baing
used in environmiental montaning apphcations
and our praduct develepment effortis dirgctedin
part towards detectian ard measurement of ever
ower dilutons of pollutaat gases

fate)_

"

People

Servomex personnel worlchwide have all been
personally affected in 1993 by changing
responsibilities and organisations, difficult
personnel decisions, cost pressures aa¢ fickle
market plsas. Without exception they have
come thiough strengthiened, reinvigorated and
desarving of the uimost credit and respect.

Outlook

The prospects for profitable growth in 1994 are
good with our reduced cost base, improving
margins, exchange benefits and tmproving
leadtimes.

ROGER HARROP
Chief Executive
28 Marcn 1984




DIRECTORS’ REPORT

The Dirsctors present their raport and the
financial statements for the year ended
31 December 1993.

Principal activity and business review

The principal activity of the Group is the design,
imanufacture and sals of gas analysis and gas
monitering equipment, instrumentation and
systems for distribution worldwids,

Results for the year

The Group achieved a profit before taxat'on
of £1,521,000 {(1892; £2,109,000). The retainad
profit for the financial year amounted to
£285,000 (1992; £800,000) which was transferred
to reserves. An interim dividend of £187,000 or
1.9p per share was paid in respact of the 9,844,124
ordinary shares in issue on 5 November 1993
{1992: £187,000).

The Diractors are recommending the payment
of a final dividend of £450,000 or 4.5p per share,
{1992: 4.0p} in respect of the 9,844,124 ordinary
shures in issue at the year end and in respect also

Directors
The Directors of Servomex plc are listed below;
TA Clemenis
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of the 158,760 ordinary shares 1ssued up to

18 March 1994 in satisfaction of shara options
exercised under the SAYE scheme. This will
bring the total dividend for the year to 6.4p
(1992: 6.9p}, The final dividand will be payable on
20 May 1994 to shareholders on the register at
the close of business on 29 April 1884.

The Chairman’s statement and Chief Executiva’s
review of operations together grovide an
ovarview of the resuits for 1993 and information
concerning the Group's prospects for 1994,

Research and development

The Group's products are regarded by the
Directors as advanced technolcgy and &s such
require constant update and renewal to remain
competitive,

it is the policy of the Group to devote significant
funds each vear towards the exploitation of new
technalegy within the gas analysis and gas
maoanitonng fields.

Charrman (Appointed 2 Apnl 1993)

Operatoons Director [Appointed 24 March 1894)
Business Development and Research Director

Director and President Servomex Company inc (Appointed 24 March 1993)

R Harrop Chief Executive

R M Gortion Financial Director and Compazny Secretary
LF Jarnes

R M A Kocache

A F Kydd Engineering Director

P G Parnell Director and General Marager, UK Duisien
D A Willett {USA)

C C Gregory MNon-executive Director

J R Burton {Resigned 7 Juiy 3893}

M P Langridge {Resigned 22 Narch 1993)

O R Winrow {Resigned 15 June 1893)

T A Claments aged 57 15 a former Chief Executive and Chairman of Landis ard Gyr Communcatians (UKD Lid.

C C Gregory aged 50 15 Group Finance Director of Pentos Ple and & non-executwve direstor of
Goldsmiths Plc. He became a Director on 22 February 1989,

Each of the Executive Directors has a service contract which can be tferminated by the Company or by
themselves by giving one year's notice.

Tha Executive Directors are ehgible to participate sn bonus incentive schemes based upon growth in
earnings. Directors’ emoluments under these schames amount to £10,271,
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/}4ECTOHS’ REPORT

As at 31 Decernber 1993 the Directors and their families had the following interssts in the ordinary share
capital of Servomex plc:

31 December 1993 31 Dacembar 1992

Beneticial Non-beneficial Benaficial Non-bsneficial
F: M Gordon 300,000 (] — 300,000 — ]
i M A Kocache 257,795 45,450 262,325 37.820
R F Kydd 243,730 — 243,730 —_—
P G Famell 278,800 —_ 278,800 —_
2 A Willett 27.240 _— 27,240 —

| [ m— | I | — i

There have been no changes in the above shareholdings between 31 December 1993 and 18 March
1994,

None of the Directors had & material interest in any significant contract undertaken by the Cormpany or
its subsidiaries during the year.

Substantial shareholders

Apart from the Directors’ interests shown above, as at 18 March 1924, the Directors have been advised of
the following persens helding or being benuficially interested in more than 3% of the share capital of the
Company:

Ordinary shares %
Framlington lnvestment Management Limited 936,498 | 9.36 ||
Postel Investrent Management Limited 878,500 8.78
Standard Life Assurance Company 839,739 8.39
Equitable Life Assurance Society 672,800 6.73
Ganmore Investment Management Limited 559,740 5.60
Dunedin Fund Managars 350,000 3.50
Britannic Assurance pPLC 320,000 3.20

Share options
Options in respact of a otal of 552,800 ordinary shares have been grantegd for nonvnal consderation and
are outstanuing under the Company’s Executive Share Option Schems to cenain empleyees of the Group.

Included within this are eptions issued to directors of:

Option Earhest Expiry 1953 1992
Price Exercise Date Number Numnber
Date
R Harrop 177p 17411995 /472005 75,G00 75.000
177p 1/4711897 1412007 75000 75,000
L F James 220p 6/10/1998 B/10/2008 30,000 _
D A Willett 125p 10/471992 10/4/2002 40,600 40,600

Options in respact of a total of 1€6,040 shares have been ganted fcr a considersuon of 71.4p per share
and were outstanding at December 1993 under the Company's Savings Related Share Option Scheme 10
certain employeas of the Group These opticns became exercisable on 1 January 1934, As at 18 March
1994 158,760 ordinary shares have been 1ssued 1n respect of options exercised under thes schense.

P/
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DIRECTORS’ REPORT

Significant changes in tangible fixed assets

Movements in tangible fixed assets during the
year are et out in note 11 to the financial
statements.

Employment of disablad persons

The Group's policy and practice is to maintain a
working envirchment which gives due regard to
the needs of disabled persons, Full and fair
consideration is given to applications for
employment frons the disabled who have
appropriate skills, expenence or qualifications.

Employess who have become disabled are
encouraged, as far as practicable, to continue
with their existing work, or are provided with
such training as wili enable them to take up
alternative work within the Group. The training,
career development and promotion of 8 disabled
parson is, as far as possible, identical to that of a
parson fortunate enough not to suffer from a
disability,

Employee involvement

The success of the Company depends
substantially upon the quality, experience and
motivation of its employees. All employees are
involved in the devslopment of a winning team
culture and local decision making. By means of
regular interactive bniefing and discussion
meatings they are kept informed of the
Company's oLjestives end strategies.

Charitable contributions

Charitable contributions for the year amounated
to £680 (1892, £1,307). No contributions were
mada to political parties.

(Blag};%)s' te)

Directors’ and Officers’ Insurance

The Company has taken out, as permitted under
saection 310 (3) of the Companias Act 1985,
insurance for its officers against liabilities in
relation to their duties for the Group,

Close Company

The Company is nol a close company within the
provisions of the Income and Corporation Taxes
Art 1988.

Auditors

The auditors, Price Waterhouse, have
expressed their willingness to continug in office
and resolutions re-appointing them and
authorising the Directors to fix their remuneration
will be proposed at the Annual General Meeting.

Special Business

The following resolutions will be proposed as
special resolutions at the Annual General
Meeting:

Resolutions 5 and 6

Continuing the power of the Directors to allot
shares generally and shares otherwise than pro-
rata 1o existing shareholders, This provides
flexibility for any future miner =:quisitions or
working capital requirement.

By order of the Board

R M Gordons
Secretary
28 March 1894
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AUDITORS REPORT TO THE SHAREHOLDERS OF SERVOMEX plc

We have audited the financial statements on
pages 18 to 33 which have been prepared under
the historical cost convention as modified by the
revaluation of certain fixed assets and the
accounting policies set outon page 22,

Respective responsibilities of directors
and auditors

As dascribed below the Company’s directors
are rasponsible for the preparation of financial
statements. It is our responsibility to form an
independent epinion, based on our audit, on
those statements and to report our cpinion to you.

Basis of opinion

We conducted our audit in accardance with
Auditing Standards issued by the Auditing
Practices Board. An audit inclucles examination,
on a test basis, of evidence relevant to the
amounts and disclosures in the financial
statements. It also includes an assessment of the
sighificant estimates and judgements made by
the directors in the preparation of the financial
statements, and of whether the accounting
policies are appropriate to the Company's
crreumstances, consistently applied and
adequately disclosed.

We planned and performed our audit 50 as t0
obtain all the information and explanations which
we considered necessary in order to provide us
with sufficient evidence to give reasonable
assurance that the financial statements 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 tinancial stataments give a true
and fair view of the state of affairs of the
Company and of the Group as at 31 December 1393
and of the Group's profit and cash flows for the
year then ended and have been properly prepared
in accordance with the Companies Act 1985.

PRICE WATERHOUSE
Chartered Accountants
and Registered Auditors
Redhill

28 March 1934

STATEMENT OF DIRECTORS’ RESPONSIBILITIES

Company law requires the directors to prepare
financial statements for each finaricial year which
give a true and fair view of the stata of affars of
the Company and of the profit or loss of the
Company for that period. In preparing those
financial statements, the directars are required to

« select suitable accounting policies and then
apply them consistently;

« make judgements and estimates that are
reasonable and prudent,

+ state whether applicable accounting standards
have heen followed, subject to any matenal
departures disclosed and explained w the
financiak staternents,

« prepate the fingncial statements on the
going concemn basis urless it s nappropnate o
presume that the company wall continue
in busmess,

The directars are responsible for keeping proper
accounting recards which disclose witih
reasonable accuracy at any tme the financial
pos:tien of the Cornpany and to enable therr to
eisure that the financial statements comply with
the Comparces Act 1985. They are also
responsible for safeguarding the assets of the
Company and hence for taking reasonable steps
for the preventien and detection of fraud and
other uregulandes.
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GROUP PROFIT AND LOSS ACCOUNT

For the year ended 31 Decamber

Restructuring 1983 1992
costs included
in 1993 restits

Notes £'000 £'000 £000

Turnover 2 22,696 '} 19,725
Cost of sales (11,720) {10,349
Gross profit 10,976 9,376
Distribution costs (5,369) {4,422)
Administrativa expenses {110} {2,167} (1,794)
Rasearch and davelopment expenses {10} {1,353) (1,071}
Other operating {expenses)fincome {448} {406) 150
Operating profit 2,3&4 {568} 1,681 2,239

Interest receivable and similar income 5 14 61
Interest payable and similar cnarges 6 (174) (191)
Profit on ordinary activities before taxation 1,521 2,109
Taxation on profit on ordinary activities 7 (608} {734)
Profit on ordinary activities after taxation 913 1,375
Minority interests 13 9
Profit for the financial year 926 1,384
Dividends paid and proposed 9 (837) (584)
Profit transferred to recerves 289 800
Earnings per share 10 9.4p 14.1p

A statement of movement on resenesis given innete 19,

Jd

Turnover and profit on ordmary acuvities for the year relates whelly o CONURUIRG operations.

The annexed notes form part of these financial statements.
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BALANCE SHEETS

as at 31 December GROUP COMPANY
1993 1992 1993 1992
Notes  £000 £'000 £'000 £°000
Fixed assets
Tangible assets 1 3,466 [ ] 3070 [ | 3148 [ | 2734 7]
[nvestments 12 15 15 7,135 7.127
N 3,481 3,094 10,283 9,861
Current assets
Stacks 13 2,702 3,426 1,641 1,971
Debtors 14 5,755 4,719 4,601 4,058
Cash at bank and in hand 1,087 1,324 600 523
9,544 9,469 6,642 6,552
Creditors:
amounts falling due within one year 15 (3,815) {4,494) (3,947) 4,174)
et current assets 5,729 4,975 2,695 2,378
Total assets less current liabilities 9,210 8,069 12,978 12,239
Creditors:

amounts falling due after more than one year 15 {2,062) (1,269 (6,487) {5,635)

Provisions for liabilities and charges 16 (82} i8) {82) (8)
Net assets 7,066 6.792 6,403 6,596
Capital and reserves
Called up share capital 17 492 492 492 492
Share pramium account 17 1,313 1.307 1313 1,301
Other reserves 18 | 1355 1,355 2,256 2,256
Profit and loss account 19 3,80 3.616 2,348 2,547
Shareholders’ funds 20 | 7,051 8,764 6,409 6,696
Minonty interests i 15 28 — —
| 7,066 {} | 6792 6,409 6,596

The financial statements wers approved by the
Board of Directors on 28 March 1994 and were
signed on 1t's behalf by.

R HARROP Directors
R M GORDON

The annexed notes form part of these financial statements
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GROUP CASH FLOW STATEMENT
For the year ended 31 December 1993

1993 1992
£'000 £'000 £'000 £°000
Net cash flow from operating activities 2,253 | 2,697
(note 25)
Returns on investments and servicing of finance
Interest receivad 71 61
interest paid {232) (194)
Dividends paid {580) {570}
Net cash outflow from returns on investments
and servicing of finance {741) {703}
Taxation
LK corporation tax paid (472) (770)
Overseas tax paid (343) {135}
Tax paid {815) (G05)
Investing activities
Purchasse of tangible fixed assets {994) {978)
Purchase of subsidiary undertakings {net of cash and
cash equivalents acquired) _ {10}
Sale of tangible fixed assets 95 i9
Net cash outflow from investing activities {839) {869)
Net cash (outflow)finflow before financing (202) 120
Financing
lssue of share capital 12 142
Reduction in secured lcans {45) {308)
Capital elament of finance lease rental payments (48) 312
i

Net cash outflow from financing {note 28) (81 | (352)
Increase in cash and cash equivalents (note 26) {283) {232)

—_— n —_—

1 1
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OTHER PRIMARY STATEMENTS

Staternent of total recognised gains and losses
For the year ended 31 December 1993

Profit/lioss) for the financial year
Foreign exchange differences taken directly to reserves

Total gainsfllosses) recognised since last annual report

Note of histarical cost profits and losses

Reported profit on ordinary activities before taxation

Difference between a historzal cost depreciation charge and the
actual depreciation charge of the year calculated on the revalued amount

Historical cost profit on ordinary activities before taxation

Group Company
1993 1992 1993 1992
£'000 £'000 £'000 £'000
926 1,384 438 (262)
{6) 177 —_— —_
920 1,561 438 {262)
Group
1993 1992
£000 £'000
1,521 2,109
8 8
1,529 2,117
297 808

Historical cost profit for the year retained after taxation, minority interests

and dividends
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NOTES TO FINANCIAL STATEMENTS
For the year ended 31 December 1993

1. Accounting policies

Basis of accounting

The Group prepares its annual financial
statemarits under the historical cost convention,
with the exception of certain freshold ltand and
buildings, which are included at a valuation, and in
accerdance with applicable Accounting Standards.

Basis of consolidation

The results of all the Group's subsidiary
undertakings are included in the consolidated
profit and loss account from the date of
acquisition

Turnover

Turnover represents the value of goods and
services invoiced to customers during the year
excluding all sales taxes.

Translation of foreign currencies

Transaciions arising in foreign currencies are
translated into sterling at the approximate rates of
exchange ruling at the time they arise.

Exchange gains and losses are credited of
charged to the profit and luss account. Assets
and iabilities denominated in foreign currencies
are translated into sterling at rates ruling at the
balance sheet date.

The profit and fosses of the subsidiary
undertakings are translated into sterling at the
average rates prevaiing during the year. Where
foreign currency assets and liahifities are covered
by forward contracts they are translated at the
appropriate forward rate.

Differences arising from the retransistion of
opening net assets of the subsidiary undertakings
are dealt with through resemves.

Depreciation

Depreciation 15 calculated to wnite off the cost
of tangible fixed assats in equal annus
instalments over their esumated useful lives as
followss:

Freehold property 50 years

Leasehold property  §1to 50 years

Plant and machinery 4 to 16 years

Motor vehicles 4 to 5 years
Goodwill

Goedwill is calculated by reference: to the
surplus of the costs of acquinng the Company's
subsidiary undertakings over the fair valuss of the
net assets acnuired. Goodwil! ansing on
consolidation and purchased goodwill are wntten
ot immodiately ogainst resarves.

Finance leases

Where tangible fixed assets are financed by
leasing agreements that give rights approximately
equivalent to ownership (finance (eases) the
assets are treated as if they have been purchased
outright. The corresponding lease commitments
are treated as obligations to the lessor. Leasing
payments are treated as consisting of capital and
interest elements with the interest charged
against revenue. Assets held under finance
leases are depreciated over the estirmated useful
life of the asset or the lease period, whichever is
the lower.

All other leases are operating leases, the annual
rentals of which are charged to the profit and loss
account on a stiaight line basis over the term of
the lease.

Fixed asset investments

Eixed asset investments are stated au cost, but
are written down 15 fcansable value if, inthe
opimon of the Directors, there has been a
permanent diminuiion.

Stocks

Stocks are recorded at the lower of cost
{including an appropriate proportion of overheads)
and net realisable value.

Cost is calculated on a firstin first out basis and
represents the expendture icurred in the normal
course of business in bringing the stocks to their
present location ard condiion,

Deferred taxation

Deferred taxation is provided only to the extent
that 1t 1s considered probable that a liablity will
crystallise i the foreseeable future.

Research and development
All research and development expenditure is
whitten off in the perod inwhich it is incurred.

Rescarch grants

Research grants recesvable from the UK
government under approved research projects are
credited to the profit and loss account m the
pencd that the granis are sonfirmed.

Pension cost

Regular pensicn costs are charged to the profit
and 'oss acccunt I a manner which provides a
substantally Jevel percentage of curnrent and
expszuted future pensionable payrall,

Any varatons from regular cost are charged or
credited 1o the protit and loss account aver the
average expetied remaning semce hfe of
empigyees
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jl NOTES TO FINANCIAL STATEMENTS

2. Segmental reporting

In the opinicn of the Directors the Greup operates in one class of businass.

The geographical analysis of turnover is as follows:

United Kingdom
Rast of Europe
Americas

Asia Pacific

Rest of the World

Inter tarritorial sales

By destination By origin
1993 14992 1993 1992
£000 £'000 £'000 £'000
5120 [Booi [ [i4453 ) 13828
5,576 5,484 2,491 2.494
9,373 7,187 9,419 6,950
1,366 1,201 1,018 495
1,262 802 — —
22,696 || {19,725|{ |27.381|| }23.777
— — (4,685% | 1 (4,052}
22,696 || 119725]| |22.6%}| |19.725
1 P

The Group's operating profitflloss} is generated by subsidianies in the {oliowing geographical lccations:

tnited Kingdom
Rest of Europe
USA

Asia Pacific

1993 1992

£°000 £'000
g5t [ 1.739'}
{86) 81
910 408
{94) (39)

1.681 2,239

4

lin the opinion of tha Directors disciosure of aperating profit data by geographical destination would be

prejudicial to the interests of the Group.
Analysis of Group net assetsf{iabiites) is as follows:

United Kingdom
Rest of Europe
USA

Asia Pacific

interest beanng net labilites

1993 1992
£°000 £000
{ -
5,158 4,980 [
| 568 869
| 3,036 2,074
73 12
8,835 8,035
L n7esk i | 1,243)
1]
7.066i1 | 5792
L
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NOTES TO FINANCIAL STATEMENTS

3. Operating profit 1893 1992
=000 £'000
‘L Is arrived at after chargingflcrediting): —

Depreciation of owned assets §04[] 397
Depreciation of assets held under finance leases 50 14
Auditors’ remuneration, - Audit fees 66 57

- Other emoluments 19 20
Operating lease rentals in raspect of plant and rmaciiinery 307 267
Other operating leass rentals 34 266
Finance lease charges 23 8
Exchange lossflgsin) 16 (138}

and after charging restructuring sosts

v = v ~ e—

Redundanay/termination Costs 436 —
Kaohsiung factory closure 22 —
UK manufacturing reorganisation 100 —
Other 10 —
Total restructuring ¢osts 168 —_

4, Directors and emiployees
The average weekly number of persons employed by the Group during the year was:

3112/93 1923 1992
Number Number Nurmbsr

-
UK 257 |- 281 | 288
LISA 38 37 38
Rest of Europe 19 t[ 20 20
Taiwan 9 a 12 13
i
Total 323 350 366
‘I ﬂ
1953 1882
Staff costs: £000 £'000
Salaries 6,677 {] 6,000
Social securnty cosls 854 700
Other pension ¢osts 167 142
7.698 6,842

Vi
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NOTES TO FINANCIAL STATEMENTS

Directors received the following remureration:

Directors’ fees

Directors’ emoluments
Directors’ pension contributions
Compensation for loss of office

1993 1892

£ £
31,667 [1 | 22,167 [

444,353 || 1405,074

13,401 12,314

53,000 —

542,421 |{ |439,555

]

included within the above are: Pensicn Contributions Other Emoluments
19593 1992 1993 1992
Emoluments of Chairmen £ £ E £
J R Burton — 1,208 5,000 " 47,149
T A Clements — — 15,000 —
Ernoluments of highast paid director 2,434 2,217 i 89,334 71,095
1 i g
Number of Directors whose emoluments 1993 1992
(excluding pension contributions) are within the {following ranges. Number  Number
£0- £5,000 1h 1h
£10,001 - £15,000 2 1
£45,001 - £560,800 1 7
£50,001 - £65,000 4 —
£70,001 - £75,90 1 1
£75,001 - £80,000 1 —_
£85,001 - £90,000 1 —_
1 1
Included in the abo /e are the emoluments of D A Willett {Presid "4 - Servomex Cornpany Inc
5. interest raceivable
Interest receivable represents income n respecl of shont term deposits,
6. Interest payable 1893 1992
£'000 £'000
Interest on bank overdrafts and other loans a5 ] Y| “I
In.erest on long term borrowings 79 150
174 1M
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5
NOTES TO FINANCIAL STATEMENTS
7. Taxation on profit on ordinary activities
1993 1992
Rased on the results for the year: £'000 £000
UK corporation tax at 33% (1992; 33%) 201 | 563 17
Qversesas taxation 333 171
534 734
Deferred taxation charge 74 —_—
608 734
-

8. Profit on ordinary activities after taxation

As permvited by Section 230 of the Companies Act 1985 the profit and loss account of Servomex picis
not presented as part of these financial statements. The profit after taxation for the year attributable to
Servomex plc dealt with in the accounts of the Company is £438,000 {1992: £262,000 - loss),

The holding company’s profit and loss account was approved by the Board on 28 March 1994,

g. Dividends paid and proposed

1993 1982
in respect of 9,844,124 ordinary stares of 5p {1992: 9,835,724): £:000 £000
Adjustment to prior year final dividend — h 4 ]
tnterim dividend paid at 1.9p per share [1922: 1.9p) 187 187
Proposed final divider:d at 4.5p per share {1992: 4.0p) 480 393
637 584
L L

The proposed final dividend for 1993 takes account of the 158,760 sirares issues issued up 10
18 March 1994 in respect of share options axercised under the SAYE scheme.

10, Earnings per share

Earnings per share have been calculated on promt alter taxation and mnornty mterests of £926,000 (1992:
£1,384,000) divided by the waighted average of 9,840,409 {1992: 9,801,195) ordinary shares tnissue.
Earnings per share would not be matenally differentf the shares under option were taken into the
caleulation,
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NGTES TO FINANCIAL STATEMENTS

11. Tangible fixed assets Short
Freehold leasehold Plant and

Group property property machinery Total

£'006 £'000 £'000 £'000
Cost or valuation
At 1 January 1993 1,605 |] 262 || 4,263 | 6,130 |
Additions 216 87 691 994
Disposals -— (30) {483} {513}
Transfers — 19 {19 —
Exchange adjustments —_— (3} 6 3
At 31 December 1883 1,821 335 4,458 6,614
Depreciation -
At 1 January 1993 a 78 2,932 3,051
Charge for the year 18 32 514 564
Disposa's — {24) (445) (469)
Transfers — 11 {11} —
Exchange adjustments —_ 2) 4 2
At 31 December 1933 59 95 2,994 3,148
Net pook amount
At 31 Dacember 1993 1,762 240 1,464 3,466

)
At 31 Decamber 1992 1,564 184 1,331 3,079
Company =
Cost or valuetion
At 1 January 1993 1,605 | 137 {1 3535 || 5277 "
Additions 216 76 587 879
Disposals — —_ (422) {422}
At 31 December 1893 1,821 213 3,700 5,734
' Depreciation
At 1 January 1993 41 43 2459 2,543
Charge for the year 18 i3 419 450
Disposals — — (407 {407)
At 31 December 1993 59 56 241 2,586
Net bcok amount
At 31 December 1993 1,762 157 | 1,229 3,148
At 31 December 1392 1,564 94 | 1076 | 2,734
1 P !

Cartan feohe e and ard Luddags wie wdopendent's vorund 2t 3 Letersed TOE0 & €1 555 00 Trahmieaicnt e vo Lo ol T fevated 3sets 2t 31 Divember
1503 viaa £221 00001997 £273 000 The Drening have Teon adesed hat the e VD S R T K been 08 12 e B an0e shest st st ot EM OXls
centorelly i« x1€23 ol 1no fet bosk nmow

britrded 0 £ BRI AL Ty 318 210076 ol unte? IABRCe D03 WAt D Eat S35 000 IO £4I4 BT arca o bk vtre ¢ EDER 00011962 E3TT 2%
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NOTES TO FINANCIAL STATEMENTS

12, Investmants

At 31 December 1993

The Group's subsidiary and related undertakings are listed be

wholly awned

Sarvomex (UK) Limited*
Servomex S.AR.L.

Servomex BV,

Servomex Company, inc
Seryomex Asia Pacific Limited
Servomex Qverseas Limited”
TILS3 Limited*®

Partly owned:

Scottish Anglo Environmental Protection Limited®

* Of the above, Companies marked* are owned by Ssrvomex plc.

The Group has s 20% participating interest in the ordinary share capital of CODE

which is treated as a trade investment in these accounts.

During the year the Company bought out for £8,000 part of the mino
Envirenmental Protection Limited. There were no other movements

13. Stocks

Raw materials and consuniables
Work in progress
Finished goods

In the opinion of the Diractors the replacement
cost of the Group's stocks does nat differ
significantly from the amount at which they are
stated in the balance sheet.

14, Debtors

Trade debtors

Amounts owed by subsidiary undertakings
Other debtors

Prepayments

Prepaid penston contributions

ACT recoverable

Overseas tax recoverable

fow:

% Equity Held
78.5%

Group
Other

participating
interests

England

£'000

Company

Shares in

subsidiary
undertakings

15‘

£'000

7,135

———

incorporated and oper »ingin
England
France

Netherlands
United States of America
Taiwan

England
England

Incorporated and operating in

Internationai Lirited

fity interest in Scottish Anglo
in investrnents during the year.

Group Company
1983 1992 1993 1992
£000 £'000 £000 £,000
896 '1 529 |] 728 |] 488 |}
943 1,640 659 1,139
863 1,257 154 344
2702|| | 3426 1,541 Te7
— == — =
Group Tompany
1993 1992 1943 1992
£000 £000 £000 £000
4574 I 3,606 {7 1,414 '] 1,203
—_ — 2,181 1,945
259 L2 12 147 78
493 368 396 252
250 269 250 269
113 3N 113 311
&6 66 - —
|| (| (a2
. mo——
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NOTES TO FINANCIAL STATEMENTS

Both the Group’s and the Compariy's debtors are recoverable within one year, with the exception of those
items noted below.

- Based upon the current pansion funding plans, the prepaid pension contribusions are recoverable after
more than one year.

- ACT totalling €113,000 in respect of the Company and the Group is recoverable after more than ons year.

15. Creditors Group Company
1993 1992 4993 1992
. £000 £'000 £000 £'000
Amounts faifling due within one year.
Medium terr loans, bank loans, and overdrafts 715 [ 1,539 [ 715 [ | 1.066 {]
Tradle creditors 973 702 458 346
Armounts owed to subsidiary undenakings —_ — 1,563 1,116
Other creditors 126 267 32 110
Taxation and social security 170 163 115 77
Accruals and deferred income 997 611 255 244
Corporation tax 140 567 133 570
ACT payable 167 194 167 194
Dividends payable 450 393 450 393
Obligations under finance lsases 77 58 59 58
3,815 4,494 3,947 4,174
—

Amounts falling due after more than one year:
Obligations under finance laases:

Duein 1-2years 62 |] 77 {] 62 ] 59 |]
Duein 2 - Syears 125 187 125 187
Amounts owed to subsidiary undertakings — — 44325 4,384
Payments under medium term loan:
Due in 1- 2vyears 250 1,005 250 1,005
Due in 2 - Byears 1,375 —_ 1,375 —
Dus after § years 280 _— 250 —
Medium term loans totalling £2,014,000 (1992; 2,062 1,269 6,487 5,635
£2,004,000) are secured by & fixed and floating - .
charge aver the assets of the Company's
subsidiary undertakings.
16. Provisions for Habilities and charges Group Company
Provisions for liabilties and charges 1993 1992 1993 1992
comprise deferred taxation: £'000 £000 £000 £'000
Deferred taxation: At1 January 1993 8|} B 8] {8}]
Transfe. from Servomex (UK) Limited — —_ —_ 8
Profit and loss account 74 - 74 g
At 31 December 1993 82 8 82 8
Deferred taxation comprises:
Accelerated capital allowances 87 8 87 8
Other trming differences {5} _— {5) -
82 8 82 8
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NOTES TO FINANCIAL STATEMENTS

The full potential amount of deferred taxation has been provided excepl that no provision has been made
for corporation tax on any capital gains that might arise on the sate by the Group of its revalued fand and
buildings, as there is no present intention of disposal.

No provision is made for deferred tax which may arise if the accumulated profits of overseas subsidiariss
waere remitted to the United Kingdom. This accords with the current intention of retaining profits in the
overseas sntities and the availability of double taxation relief.

17. Calted up share capital and share premium account
The Company's share capital as at 31 December was as follows:

1993 1993 1992 1992
MNumber £'000 Number £'000
Authorised Ordinary shares of 5p sach 13,000,000 650 13,000,000 €50
Allotted and fully paid Ordinary shares of 5p each
Balance at 1 January 1993 9,835,724 492 9,721,624 486
Shares issued during the year 8,400 — 114,100 6
Baiance at 31 December 1993 5,844,124 492 9,835,724 492
Share premium acecount
Batance at 1 January 1993 1,301 1,165
Shares issued during the ysar 12 136
Balance at 31 December 1983 1,313 1,301
18, Other reserves Group Company
1993 1992 19913 1992
£000 £'000 £000 £'000
Revaluation reserve 1,355 1,355 —_ —
Non-distributable reserve — - 2,256 2,256
1,355 1,358 2,256 2,256
1 1, [ 1
19, Profit and loss account Group Company
1983 1992 1993 1992
£'000 £000 £000 £'000
Balance at 1 January 1993 3,616 [1 |2.642 |7 25471 |38,867 N
Retsined profit/ {loss) 289 800 {199) (846)
Goodwili arising (8} (10) —_ {174)
Exchange movements (6) 177 — —
Adjustment to minority interast — 7 — _—
Balance at 31 Decemnber 1993 383 3,616 j 2,348 2,547
1

The cumulative amount of goodwill which has been
wiritten off aganst reserves at the end of the
current year amounts o £2,682,000.

o
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NOTES TO FINAMCIAL STATEMENTS

Group Company
20. Reconciliation of movements in 1933 1992 1993 1992
shareholders’ fund £'000 £'000 £000 £ 000
Profit for the financial year 926 [1 | 1.384 |} 4381 | (262)]]
Dividends {637) (584) (637i (584)
Other recognised gains and
losses relating to the year {net) {6) 177 —_ -—
MNew share capital subscribed 12 142 12 142
Goodwiil arising {8) {10) — (174}
Adjustment to minority interest — 7 — —
Mat addition to shareholders” funds 287 1,116 {187) {878)
Opening sk reholdars’ funds 6,764 5,648 6,556 7.474
Closing shareholders’ funds 7,061 6,764 6,409 6,596
1 | 1 L
21, Capital commitments Group Company
1993 1992 1993 1992
£'000 £'000 £'000 €00
Capital expenditure authorised and | B N 3
not contracted for 409 120 409 —
1 1 1
Capital expenditure contracted for i - B 1
but not provided 393 162 333 —_
1 1

22, Commitments under operating leases

At 31 December 1993 the Group had the following annual commitments under non-caacellable operating
leases:

tand and Buldings Other
1993 1992 1993 1992
£'000 £000 £000 £000

Expiring within one year 42 N 48[ 3017 291

Expuring between one and five years 104 93 198 183
Expiring aiter five years 130 130 —_ _—
276 269 228 212

1 i U 1

23. Contingent liabilities

At 31 December 1993 the Group had contingent liabilities in respect of guarantees to third parugs
amounting to £86,560 (1992: £63,861)
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24. Pension costs

The Group has contributory and non-contributory pension schemes providing retiremaGit bensfits for the
majority of employees and Directors, The main scheme, which covers 86% of scheme members, is of
defined benefit type, the penefits baing based on years of servica and employ&es’ final remuneration.
The assets of this scherne are held in a separate administered fund.

The total pension cost for {1é Group was £167,000 {1992: £142,000), and included a credit of £94,000
(1992: £99,000) for variations from regular pension Losts in respact of the amortisation of a surplus ansing
on the main UK Scheme.

At 31 December 1993, debtors included a prepayment of £250,000 {1992: £269,000) and creditors falling
due within one year included a provision in respect of the main UK scheme of £10,000 (1992: £72,000).
United Kingdom Scheme

In the UK, approximately 190 employess are membars of the Servomex Pension and Assurance Scheme
{“the Schema"), a funded, defined benefit scheme which was formed in 1959.

The contributions to the scheme are determined by @ qualified actuary. The most recent formal valuation
of the Scheme was as at 1 May 1990 using the Projected Unit Method. The assumptions which had the
most significant effact on the results of the veluation are set out below:

Rate of return on invastments 8.5% p.a.
Rate of pensicnable salary increases 7.0% p.a.
Rate of dividend growth for equities 35% p.a.

As at 1 May 1980 the market value of the asseis was £3,468,000 and the actuarial value of the assets was
sutficient to cover 127% of the benefits that had accrued to members, after allowing for expected future
increases in earnings.

The pension costs for accounting purposes have been determined by reference 10 an analysis as at

1 January 1993 using the Projected Unit Method. The assumptions in respect of salaty increases and
dividend growth have been changed from those used at the last formal valuation upon the advice of the
actuary to the Scheme. The assumed rates of annual salaty increases and dividend increases have been
taken as 6% and 4.5% respectively. These changes have been made so that the calculated pensicn cost
represents the actuary's bast estimate.

The Company contributed to the Scheme at the rate of 7.9% of Pensionable Salaries 101 May 1283,

Due to the extent of the pension prepayment the Company decided 10 suspend its contabution from

1 May 1993 pending the results of the ravaluation of the Scheme \which teok place as of that date. The
amployees contributed at 5% of pensionable Salanes throughout the year. In accordance with actuarial
advice and UK Statement of Standard Accounting Pracuce 24 the vanaton in the calculaon of the account
cost 1n resyect of the expenence surplus ts beng spread forward over 16 years, the average remaining
service lives of the members, The results of the revaluation as at 1 May 1993 have been received and are
currently under review by the Scheme trustees.

Overseas schemes

Certaln retrement benefit costs relating 1© overseas schemes, where the charge to profit and loss

account has been Jdetermined in accordance with best 1ocal practice using an accounting policy differentto
that of the Group, have been included in the aCCOUNLS of the Group unadjusted. The effect of not adjusting
these costs i3 ymmaterial.
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25. Reconciliation of operating profit to net 1993 1992
cash inflow from operating activities £'000 £'000
Operating profit 1,681 ! 2239
Depreciation charges 564 411
Decrease in stocks 818 509
{Increase) in debtors {1,152) {381)
increase/{Decrease) in creditors 395 (81)
{Profit) on sale of fixed assets {53} —
Net cash inflow from continuing operating activities 2,253 2,697
= R
26. Analysis of changes in cash and cash equivalents during the year 1993 1992
£'000 £'000
Balance at 1 January 1893 785 995
Net cash inflowf{outflow) before adjustments for
the effect of foreign exchange rate changes {283) (232
Effect of foreign exchange rate changes 8 22
Balance at 31 December 1993 510 785
— |
27. Analysis of the batances of cash and cash equivalents as shown in the balance sheet
Change
1993 1992 in year
£000 £°000 £'000
Cash at bank and in hand 1,087 1,324 {237)
Dank overdrafis l577)J {539) {38}
510 I 765 (275)
28. Analysis of changes in Share Capital Medium term loans and
financing during the year {inc. share premium} {inance lease obligations
1993 1992 1993 1992
£'000 £'000 £'000 £000
Balance at 1 January 1993 1,793 {7 11,6851 {1 {2.279 ’1 2,481 j
Net cash outflows from financing activites before
adjusting for exchange rate changes — — {93} 494)
Share capital issued 12 142 —_ —
Eftect of foreign exchange rate cranges — — 81 292
Balance at 31 December 1833 { 1.805 | 1,792 2,277 2,279
1 f 1
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NOTICE OF ANNUAL GENERAL MEETING

Natice is heraby given that the Annua! General
Meeting of the Company will be held at Buxted
Park Hotel, Buxted, Uckfield, East Sussex at
11.00 am on Friday, 6 May 1994 for the purposes
of considering and, if thought fit, passing the
following resolutions of which resolutions 1,2,3
and 4 will be proposed as ordinary resolutions and
resolution 5 and 6 as special rosolutions.

Ordinary business

1. To receive and adopt the Accounts and Report
of the Directors and Audiinrs for the year ended
31 December 1993,

2. To declare a final dividend of 4 5p per share,

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

4, To elect L F James as a Director in accordance
with the Articles of Assaociation.

Special business

5. That the Directors be and are hereby generally
and unconditionally authorised to exercise all or
any of the powaers of the Company to allot
relevant securities {within the meaning of Section
8C(2) of the Companies Act 1985 {"the Act')) of
the Company up to an aggregate nominal amount
of £150,043 (30% of issued share capital of the
Company) for a period expiring on the conclusion
of the Annual General Meeting of the Corripany
held in 1995 (unless previously renewad, varied
or revoked by the Company in General Meeting)
save that the Company may prior 10 such expiry
make an offer or agreemant which would or
might raquire relevant secunties to be allotted

«" 57 ..ch expiry and the Directors may allot
ré‘gvant sycurties pursuant to any such offer or
agcement ag if the authority conferred hereby
had not expired.

6. That subject to the passing of resolution 5 the
Directors be and are hereby empowered pursuant
to Section 95 of the Act to allot equity secunties
{within the meaning of Section 94(2) of the Act) of
the Company pursuant to the authority conferred
by resolution 5 as if Section 89 (1) of the Act did
not appty to such allotment provided that this
power;

A. ghall expue on the conclusion of tha Annual
Gengral Meetwng of the Company held in 1995
save that the Company may prior to such expiry
make an offer or agraement which would or
might require equiiy secunties to be allotted after
such expiry and the Diectors may allot equity

securities pursuant to any such offer or
agreement as if the power contferred hereby had
not expired, and

B. shall be limited to:

8. any allotments of equity securities in
connection with a rights issue to holders of equity
securities in proportion {as nearly as may bej to
their then holdings subject only to the Directors
having a right to make such arangements in
connection with such rights issue as they deem
necessary or expedient:

i} to deal with equity securities reprasenting
fractional entitlaments, and

ii) to deal with equity securities which the
Directors consider it necessary or expedient to
exclude from the offer on account of either legal
prabloms under the laws of any territory or the
requirements of any recognised regulatory bady
or any other Stock Exchange, and

b. any other allotments of equity securities for
cash up to a maximum nomina! amount of
£25,007 (5% of issued share cepital of the
Cempany),

By order of the Board

R M Gordon Secretary 7 Apnt 1924
Registered Otllice.

Crowborough Hil! Jarvis Brook Crawbarcugh
East Sussex TNG IDU

NOTES

{1) A member entitied 1o attend and vole at the Annual
General Meetng s enttied 10 appoint one of more
proxies 10 auend and vole on s or her behall and
such proxy or proxies need nol be a member or
members of the Company. A proxy form is included
with this document which if required should be
comipleted and retwrned in accordance with instructions
set out theren

12) There wall be: avadiable for ispection at the
registered eflice of the Company cuning normal
bus:ness hours from the date of this notice until the
date of the Annual General Meeuny and for at least
iteen rrunutes priot 10 and dunng the meeting:

(e The register of Directors” aterests kept by the
Company in accordance with Section 325 of the
Comipaniss Act 1985 and

b} Copies of the Direciers’ contracts of serico with
the Compsny
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SERVOMEX PLC %rvomex
LEADERS 1IN GAS ANALYEC!S

1/\We —_—

of
being (a) member({s) of the above-named Company HEREBY APPOINT the Chairman of the Meeting or

(see Note (5)

as my/our proxy to vote for me/us on myj/our behalf at the Annual General Meeting of the Compeny to be
held on Friday, 6 May 1994 and at every adjournment thereof, in relation to the business specified in
the notice of Annual General Mesting,

As witnass my/our hand(s) this day of 1994

Signature

Please indicate with an ‘X' in the appropriate space below how you wish your votes to be cust.
On receipt of this Form of Proxy duly signed, but without specific directions, the proxy will abstain
or vote at his discretion.

ORDINARY BUSINESS
For  Against

1 To receive and adopt the Report and Accounts
2 To declare a final dividend
3 To re-appoint Price Waterhouse as Auditors
4 To elect L F James as a Director in accordance with the Articles of Association
SPECIAL BUSINESS

For  Against
) To authonse the Directors to aliot shares pursuant o Section 80{2)

of the Comparues Act 1985

6 To disapply Section 89 (1) of the Companies Act 1985
NOTES

1. This Form of Proxy and the power of attorriey or other authority (f any} under which it is signed,
or a notarially cerufied copy of such power of authonty, must be deposited at the offices of the
Registrar not less than forty-eight hours before the ime fxed icr holding the meeting or adjourmed
meeting as the case may be.

2. Any alteration of the Form of Proxy must be imtatied.
3. 1n the case of joint holders the signature of one holder wiil be suffisient.

4. If the appointer Is a corporation, this Form of Proxy nwst be comp'eted under its common seal
or under the hand of some duly authonsed officer or attomey.

E. If itis desired to appoint 85 PrOXy any person other than the Cnawman of the Meeting his name
and address should be inserted in the blank space, reference to the Chairman deleted and the
alteration initiallad. The praxy need not be a mermber of the Corrpany.

To return your Form of Proxy please tear along the dotted line and fold the form as indicated

on the reverse, No stamp is needed.
A
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