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Accpyotthus documen? wheth compnses histing partoulars rélanng 1o henwond Applances pic wn accvrdance with
the Laonz rules made under secton 142 of the Fimanaal Services Act 1360, has been delivered o the Remstaz ot
Compataes for registraoon in actosdance with secuon 149 of that Act

Application has been made to the London Stock Exchange for the whale of the ordtnany share cagital of hervaad
Appliances pie; 1s5ued and now being 1ssued, o be admutted to the Dihicxal List

The directors of Kenwood Applances ple, whose names appear on page 2 0f this dotument. acoept gesponsibibity tor
the informahon contasned 1 this document. To the best of the knowiedge and beliet of the directars ol Kenwadd
Appliances plc {who have taken all reasonable care to ensure that such is the case). the information contained in this
detument is 1 sccordance with the facts and doas not omis anything Jikely to affect the mmpon of such intarmatien.

KENWOOD

Appliances .
plc

(Incorporated and registered in England and Wales under the Companies Act 1985,
Registered No, 2350006)

P

Placing and Public offer by
Schroders

of 23,226,386 ordinary shares of 10p each
at 285p per share
payable in full on application
of which 11,613,193 shares are being placed and 11,613,193 shares are being offered to the public

The application lists for the shares which are the subject of the Public offes will open at 10.00 a.m, on 24th june 1992
and may be closed at any time thereaiter, The procedure for application and an Application Form in respect of the Public
offer are set out at the end of this document. Il is expected that listing will become effective and that dealings in the
ghares will commence an 1st fuly 1992,

Upon Admission, the shares which are the subject of the Flacing and the Public offer will rank parf passi in all
respacts with the existing issued ordinary shares of Kenwood Appliances ple and will rank in full for all dwidends or
other distributions thereafter declared, made or paid on the ordinary share capital of the Company.,

The shar + have not been and will not be registered under the United States Securities Act of 1933 and may nat,
subject to ce .ain exceptions, be pffered or sold within the United States. This document should not be distdbuted into
the US,

Share capital immediately following the Placing and Public offer
Authorised Issued and fully paid
£20,167,874.30 in ordinary shares of 10p each £3,668,196.20

Indebtedness

At the close of business on 29th May 1992, the Group had outstanding borrowings or
indebtedness in the nature of borrowings of £40,8 million, comprising unsecured loan notes of
£1.9 million, obligations under finance leases of £0.1 million, other borrowings or indebtedness
in the natuse of borrowings of £37.7 million (of which £0.4 million was unsecured) and other
contingent liabilities of £1.1 million. At the same date, the Group had cash balances of £0.7
million.

Save as aforesaid, and apart from intra-group liabilities, neither Kenwood Appliances ple
nor any of its subsidiaries had at that date any mortgages, charges, loan capital (whether
outstanding or created but unissued) or any other borrowings or indebtedness in the nature of
borrowings, including bank overdrafts, liabilities under acceptances {other than normal trade

bills), acceptance credits, hire purchuse commitments, obligations under finance lease @PAN@\
O P

guarantees or other material contingent liabilities.
! /
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Key information

The foliowing wlormatyen should be read in conpunctian with the tall text 04 this document tram whaich 1t 1 genved

Summary

Kenwood is an internationally-recognised brand name and the Nenwood Group 1s a Jeading
European manufacturer and supplier of food preparation appliances. The Group markets
products with a reputation for quality and durability and is best knowa for the Kenwood Chet
mixer,

Kenwood's strategy in recent years has been to improve and expand its core range of food
preparation products and to sealise more of the potentia} of the Kenwood brand name. Key to
this has been the introduction of new product ranges and 2 continuing process of improving
existing products. It has also broadened the geographical spread of its operations. Group sales
are split approximately one third to each of the UK, Continental Europe and the rest of the
World,

In the five years ended 31st March 1992, the Group's sales have risen from £65.2 million to
£92.1 million and operating profit has risen from £1.4 miltion to £9.5 million.

The directors believe that there is significant scope to increase the Group’s share of the small
appliance market. Kenwood'’s improved capital base following the Qtfer will enable the Group to
fmance the development of more new products and to continue to broaden its geographical
spread.

Trading record

Set out below is the Group's trading record in respect of its continuing activities for the five
years to 31st March 1992, which has been extracted from the historical consolidated profit and
Joss accounts contained in the Accountants’ report in Part 4. in particular, your attention is
drawn to page 28 which sets out fully the profit and loss record of the Group for the five years.

Year ended 31st March

1988 1989 1990 1991 1992
£000 £000 £000 £000 £000
Turnover 63,166 62,438 66,740 76,009 92,036
Operating profit before
exceptional items, interest
and other payments to
Thorn EMI 1,402 4,000 4,229 6,559 9,511
Offer statistics
Offer price per share 285p
Number of shares in issue following the Offer 36,681,962
Market capitalisation at the Offer price £104.5 million
Percentage of enlarged share capital now being offered 63.3 per cent
Net proceeds of the Offer £63.5 million
Net proceeds receivable by the Company £39.5 million
Historical earnings per share for the year ended 31st March 1992 16.4p
Pro forma earnings per share for the year ended 31st March 1992 18.9p
Price-earnings ratio (based on pro forma earnings per share) 15,1 times
Notional net dividend per share in respect of the year ended 31st March 1952 7.5p
Gross dividend yield (based on notional net dividend) at the Offer price 3.5 per cenl

Notes:

(1) The bases and methods of calculation of the pro forma earnings per shart, price-earnings ratio and gross dividend
yield are set out in Financia) information in Part 2.

{2) National Westminster Bank Ple is gun:hasing a total of 1,399,218 shares from existing shareholders in order to make
tho}sc f',lllnress available under the ESOP options, details of which are set out in Additional information in section
6(e) of Part 5.
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Definitions

The following definiticns apply throughout this document unless the context requires otherwise:

‘he M’Compan}.ll
“Kenwood™ or the “Group"

the "directors”

“shares”

Kenwood Appliances plc

the Company and all or any of its subsiduries from time to
time or, in relation to the period before the Buy-out, the
Kenwood domestic appliance division ol Thormn EMI or
Kenwood Manufactunng Company Limited or any other
company engaged in the business of manufacturing and selling
Kenwood small appliances, 25 the conlext requires

the directors of the Company
ordinary shares of 10p each in the capital of the Company

“Schroders”
the “Placing”

the “Publie offer”

the "'Offer"”

“Employee priority offer”
“Admission”
“Application Form”

“the London Stock Exchange”

]. Henry Schroder Wagg & Co. Limited

the placing by Schroders of 11,613,193 shares described in this
document

the offer for sale by Schroders of 11,613,193 shares described in
this document

the Placing and the Public offer together

the special arrangements for employee applications, as
described in section 7 of Part 5

the admission of the shares issued and now being issued to the
Official List of the London Stock Exchange

the white aprlication form in respect of the Public offer set out
at the end ol this document

The International Stock Exchange of the United Kingdom and
the Republic of Ireland Limited

“Kenwood Chef” or “Chel”
“large appliances” or “"white goods”
“brown goods”

“small appliances”
“small kitchen appliances”

“food preparation appliances”

“Pentagram”

the Kenwood Chef and its model variations, including the
Excel and the Major models

large domestic electrical appliances, such as freezers,
refrigerators and washing machines

domestic electronic audiovisual equipment, such as hi-fi, video
recorders and televisions

smal! domestic electrical appliances
small appliances designed for use in the kitchen

smagl kitchen appliances designed for use in the preparation of
oo

Pentagram Design Limited

“Candover Investments”

“Thorn EMI"

the *‘Buy-out’’

Candover Investments plc

THORN EM! ple and all or any of its subsidiaries and
undertakings from time to time, as the context reguires

the acquisition of the Group in September 1989, as described in
section 8 of Part 5

"Employee Incentive Schemes”
“ESOP”

“dhare Partiopation Scheme”

the employee incentive schemes described in section 6{a) to {d)
of Part 5

the cmFloyee share ownership plan, as described in seclion
b(e) of Part 5

g\e r:_‘hare participation scheme described in section 6(a) of
art 2

5
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Part 1 - Introduction to Kenwood

Infroduction

Kenwood is an internationally-recognised brand name and the Kenwood Group is a Jeading
European manufacturer and supplier of food preparation appliances, The Group markets
products with a reputation ror quality and durability and is best knowr {or the Kenwooed Chef
mixer. In recent years the product range has successfully been extended to include not only
additional kitchen appliances, such as deep fat fryers, ketiles and toasters, but also steam irons
and other non-food preparation products. The UK is an important market for Kenwood but,
over a number of years, the Group has developed markets for its products in Continental Europe
and the rest of the World. The Group currently has ten ove. seas sales and marketing operations
and sells its products in over 80 other countries. Group sales are split approximately one third to
each of the UK, Continental Europe and the rest of the World.

In the year ended 31st March 1992, products manufactured by the Group accounted for 54
per cent of sales and products bought in from specialist suppliers, whick have bean made to
Kenwcood's own designs, accounted fora further 28 per cent of sales. Some 13 per cant cf sales
were products designed and manufactured by third party producers which are sold under the
Kenwood brand name or are other manufacturers’ branded products for which cortain of
Kenwood's overseas sales and marketing dperaﬁons are the Jocal agent. The remaining five per
cent of the Group's sales consisted mainly of spares and sundry activities.

The Group's head office and principal manufacturing plant is located at Havant, in
Hampshire. The Group employs a total of approximately 1,250 employees, of whom some 13 per
cent are located overseas.

The Kenwood business was founded in 1947 and developed during the 1950's and 1960,
based largely on the Kenwood Chef. In 1968 Thorn EMI acquired the publicly-listed group which
owned Kenwood and absorbed it into its own operations. Kenwood was, in later years, a
relatively small, specialised business within Thorn EMI which increasingly focused on its larger,
core businesses.

Group strategy

Kenwood was established as a stand-alone business within Thorn EMI for the first time in
1984, principally marketing small appliances, additionally acting as the export arm for Thorn
EMI's white goods businesses. Tim Parker was appointed as managing director in 1986 and a
new management team was put in place to develop and implement a new business strategy for
the Group. Subsequently Kenwood largely withdrew from other activities to concentrate chiefly
on small appliances. In 1989, the business was purchased from Thorn EMI in the Buy-out led by
the executive directors.

Kenwood’s strategy in recent years has been to improve and expand its core range of food
preparation products and to realise more of the potential of the Kenwood brand name. Kenwood
has achieved this through:

— the introduction of new product ranges, designed to high standards and aimed at
international markets for quality small appliances




— & continuing process of improving existing products and introducing nnovative
features and new design concepts

— ap extensive programme to raise the quality and reduce ihe manufacturing costs of its
products.

Kenwood has focused on the introduction of new products over the last five years,
including deep fat fryers, toasters, kettles and coffee makers and has grown its sales in these
areas. The Group has also sought to broaden its product range and has successfully introduced 2
range of steam irons. Kenwood is currently launching a range of hair care products and has
sought to capitalise on the growing interest in environmental products, with the introduction of
an air filter, an ioniser and the *Ultrascreen” electronic water filter. In addition to expanding
further the range of products which Kenwood markets, the directors intend to continue to
expand the geographical spread of its operations.

Management

The senior management team of Kenwood comprises six executive directors, who have an
average of over nine years’ service with the Group, In 1983-1986, the riacleus of the senior
management team was formed under the leadership of Tim Parker, through the promotion of
Peter Taylor (international director) and Peter Hotston (marketing director) and the recruitment
of George Fridlington (manufacturing director), The team was strengthened with the promotion
in 1988 of Mixe Lapham (engineering director) and with the recruitment in 1990 of Tim Beech
{finance director).

New products and technological innovations are reviewed at monthly meetings of the
design and development committee, which comprises a number of executive directors and
members of the engineering department. The overseas sales and markeiing operations are run
on a decentralised basis with ceniral financial controls.

The board, which meets monthly, comprises the six executive and three non-executive
directors and is led by the non-executive chairman, Harold Mourgue, and the chief executive,
Tim Parker. Control is supplemented by a strategic planning process, annual budgets and a
monthly review of management accounts.




Financial record

The trading record of the Group for the five vears ended 3ist M A2 serant i fulin
the Accountznts’ zeport in Part 4, from which the foliowing table has teen extracied:

Kenwood turnover and operating profit

Year ended 31st March

1985 1989 1930 1951 1992
£000 £000 £000 £000 £000
Turnover
Turnover by destination
United Kingdom 20,834 19,010 20,701 26,606 32,707
Continental Europe 28,258 25,967 27,695 28,095 31,200
Rest of the World 16,074 17,461 18,344 21,306 28,143
65,166 62,438 66,740 76,009 92,056
Year ended 3ist March
1956 1989 1990 31991 1992
£000 £000 £000 £000 £000
Operating profit* 1,402 4,000 4,229 6,559 9,511

* Operating profil before exceptional iterns, interest and other payments ta Thorn EMI

The Group achieved significant growth in sales and operating profits in the two years ended
31st March 1992, primarily as 2 result of the implementation of its strategy of introducing new
produsts and improving existing products in the previous two years.

Sales have increased significantly in the tv u 'Y’éérs ended 31st March 1992, especially in the
UK, despite worldwide recessionary conditions. The reduction in the sale of microwaves and
other white goods following Thorn EMI's sale of its large domestic appliance operations resulted
in sales for the year ended 31st March 1989 being sligh'ly below those for the previous year, In
the vear ended 31st March 1990, sales improved with the growth of the overseas sales and
marketing operations and an initial contribution from new externaily sourced products.

Growth in operating profit has been achieved through a combination of increases in prices,
control of overhead costs, productivity improvements and the effects of Kenwood’s ongoing
policy of product enhancement and cost reduction.

Current trading and prospects

The directors believe that there is significant potential to use the Kenwood brand name on
other products, which provides scope to increase the Group's share of the small appliances
market.

Kenwood’s improved capital base following the Offer will enable the Group to finance the
development of more new products and to continue to broaden its geagraphical spread. Whilst
1o audited results are available for the first two months, management accounts show that the
year has opened well. The directors consider that the prospects for the Group are excellent.
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Part 2 — The Kenwood Group

The Group’s activities

History of the Group

The Kenwood business was founded in 1947 by Kenneth Waad. The first product o bear
the Kenwood name was an electric toaster, quickly followed by the Kenwood mixer, which has
become the hallmark of the Company. The original mixer was redesigned shortly after its initial
launch to take a number of attachments assisting in various food preparation fasks; this was
developed into the Kenwood Chef.

By the late 1960's, the Kenwood business was part ¢f 2 publicly-listed group (Kenwood
Manufacturing Company Limited) and had an international structure with subsidiaries in
several major European countries and a number of operations elsewhere. In 1968, the business
was acquired by Thorn EMI and was subsequently absorbed into its large domestic appliance
operations, with the Kenwod management assuming responsibility for the international
marketing of Thorn EMI's large appliance brands. In 1984 the business became a separate
division, Thorn EM!I Kenwood Small Appbances, with its own management structure,

In 1985-1986, the nucleus of the current management team was formed under the leadership
of Tim Parker A strategy of new product development, plant investment and overhead
reduction was developed and implemented. Since then the manufacturing operations in New
Zealand and the direct distribution operations in Australia have been discontinued. Kenwood
Limited, then a subsidiary of Thorn EMI, acquired the UK trading operations of the Kenwood
business in 1987. Since 1987, over 20 new product categories have been launched under the
Kenwood brand name. In addition, the management has established new overseas sales and
marketing operations in Hong Kong, Ireland, Singapore and the USA.

In September 1989, the executive directors, assisted by Candover Investments, led the Buy-
out of the Kenwood business from Thorn EMI, for £56.8 million, The institusional equity finance
was organised by Candover Investments, with additional finance from National Westminster
Bank Plc and Intermediate Capital Group Limited. Further details of the Buy-cut are set out in
section 8 of Part 5.

Market background

The market for domestic appliances consists of small appliances, such as food mixers,
kettles, toasters and hair dryers, and large appliances, or ‘white goods’, such as fridges, freezers
and washing machines. Kenwood operates predominantly in the small appliance market, with
specific emphasis on food preparation appliances.

The key small appliance markets are in industrialised countries, wheie household
ownership of small appliances has, in many cases, reached high levels. There is, however, a
high level of demand for replacement appliances and growth is stimulaled by innovation.
developing new products and adding new features to existing products,

Five of the largest markets for small Kitchen appliances are the USA, Germany, lItaly, the
UK and France. The combined sales value of these five markets currently exceeds £2 billion per
year. Kenwood has an established presence in the UK small kitchen appliances markel. 1 also
achieves a significant level of its sales in France and in certain other European markets both
through its own sales and marketing operations and distributors. The value of Kenwood’s sales

9




i the German. Jtaban and the 1'S markets 15 growing rapidiv aithough at 15 as vet a st
proportion of the Group’s total.

In the small appliance market, similar needs in different countnes can often he satished by
the same product or one which only requires small changes to meet Jocal requirements.
Technical harmonisation has resulted in it being possible 10 obtain a single European approval
for most products with only small adjustments for most individual countries; the same mode] et
Kenwood hand mixer, in the same packaging, can be sold in most Continental European
markets. In general, such products are transported easily and econamically over long distances.
These factors have contributed to the development of a competitive international market.

Demand for small appliances has not been as severely affected by recent economic cycles as
that for white goods. Certain small appliances such as Kettles, toasters and irons are regarded by
consumers as basic necessities.

Four European companies, Braun, Moulinex, Philips and SEB, account for signifizint shares
of the European small appliance market. There are many other companies (at Jeast 50 in Europe
alone) operating either as specialist manufacturers or national brands. Although smaller than
Braun, Moulinex, Philips and SEB, Kenwood benefits from being sufficiently large to develop
and support a wide range of products in many markets. The directors believe that Kenwood's
strength is its specialisation in food preparation appliances and its ability to react swiftly to
changing consumer requirements. The Kenwood Chef is a well established product which has
been developed over a long period and which enjoys wide public recognition. This, together
with recent new product introductions, has helped Kenwood to become the UK market leader in
food preparation appliances, with almost half of the UK market by value, and to achieve
significant shares of several other markets.

Products
Kenwood’s principal product is the Chef. The Chef is used for whisking, beating and mixing
and can be supplied with a wide range of attachments for other uses such as mincing and
blending. It is a robust, high quality and well designed product. Over seven million units have
been sold since the Chef was first introduced in the 1950's. The Group also markets a
complementary range of high-quality small appliances.
The Kenwood product range principally comprises the following products:
Chef mixers
Major KM230 and KM250 (6.4 litre bowl capacity)
Chef KM201 (4.3 litre bow] capacity?)
Range of 24 accessories and attachments

Food preparation appliances

Food processors Can openers
Deep fat fryers Coffee grinders
Toasters Coffee makers
Kettles Food slicers
Powerline* Hand blenders
Hand mixers Peelers
Blenders Rice cookers
Juice extractors Table mixers
Knives

*A tange of Hand mixers, Hand blenders, Knives and Can openers sold separately and as a set.
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Non-food preparation. appliances

Air filters Knte sharpeners
Hair care products Steam irons
lorusers Water filters

Kenwood's programme of extending its product range has in recent vears been pursued at
three levels: upgrading the Chef, extending and upgrading the food preparation equipment
range and identifying new sectors of the small appliance markel into which to expand.

The Chef range has been upgraded with more powerful motors, new finishes and the
introduction of additional attachments, New food preparation products, such as deep fal frvers,
kettles and juice extractors and an extensive range of upgraded models, including hand mixers,
blenders and coffee grinders, have been introduced. Kenwood has also expanded into new
sectors of the small appliances market, chiefly steam irons, environmental products, hair care
products and, most recently of all, the “Ultrascreen” water filter.

In addition to the above products the Group also sells spares and other manufacturers’
branded products for which certain of Kenwood's overseas sales and marketing operations are
the local agent. The agency products include;

Agency products

Breville (small appliances) Samsung (microwaves and brown goods)
Clairol (hair care) Sodastream (home carbonation)

Nova (small appliances} Vax (vacuum cleaners)

Russell Hobbs (kettles) WAHL (hair clippers)

1




The table below sets out the sales development of fhe henwood product range by product
category over the past five years.

Kenwood product range

Year ended 31st March
Product category 1988 1989 1990 1991 1992
£000 £000 £000 £000 £000
Chef mixers and
attachments 21,733 24,035 24,693 23,932 26,281
Food preparation equipment
Food processors 9,493 9,249 9,494 10,514 10,402
Deep fat fryers 448 1,409 4,207 5,078 7,813
Toasters 960 1,245 1,789 3,476 6,053
Kettles and Jug kettles 2,055 1,309 2,622 3,739 5,814
Powerline 387 1,483 1,894 2,773 3,379
Hand mixers 3,312 2,924 2,929 3,025 2,685
Blenders 1,501 1,570 1,512 2,068 2,373
Juice extractors — 756 1,532 1,526 1,803
Knives 651 655 1,138 1,139 1,624
Can openers 546 531 515 990 1,202
Other food
preparation equipment 9,817 5,488 4,592 3,420 9,225
Non-food preparation
equipment
Steam irons 375 213 245 510 1,156
Other non-food
preparation equipment —_ - o —_— 37
Spares, agency and
other products 13,856 11,571 9,578 11,919 12,009
65,166 _ 62,438 66,740 76,009 92,056

Kenwood has recognised the potential to expand the use of its brand name and now
markets a number of products sourced externally from specialist suppliers, most of which are
designed by Kenwood. These are marketed as part of a coordinated range under the Kenwood
brand name.

Strict ceentrol of quality and safety standards is exercised by Kenwood and rigorous tests are
underiaken before the Kenwood name is used on any product. Control is exercised both over the
initial selection of externally sourced products and of specialist suppliers and in ensuring the
continued maintenance of quality, safety and production standards.

The Group's supporting operations, Freshwater (light engineering) and Print 4 (printing),
provide products and services to third party customers as well as to the Group. In total, third
party sales from these operations accounted for less than two per cent of Group turnover for the
yeor ended 31st March 1992.
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Marketing,

The Group's Jeadership of the UK small faod preparation apphances market and the
substantial proportion of its sales which are achieved overseas can be attributed 1 large part 1@
the internationally-recognised Kenwood brand rame. Awareness of the Kenwood brand name
has grown significantly since the launch of the first Kenwood prodicts and over the years the
brand has been carefully supported by magazine and television advertising. Recent sales growth
reflects Kenwood’s success in establishing widespread distribution for its products. This 18
supported by attractive in-store promotional packages and better design and innovative {eatures
in the product itself, The UK smali appliance market is strongly influenced by the major retailers,
such as Argos, Comet, Currys and John Lewis. The Group's largest ten UK accounts comprise 58
per cent of its UK sales, The level of sales to these UK retailers corresponds broadly with their
respective shares of the UK small appliance market,

The directors believe that Kenwood is widely regarded as a manufacturer of high-quality
products, based largely on the long term development of the Kenwood Chef, Sales of Chef
products comprised approximately 28 per cent of total Group sales for the year ended 31sl March
1992. Sales of the Chef have in recent years been growing in most markets and Kenwood sold
some 196,000 units in the year ended 31st March 1992, This forms a strong base from which the
Group has been able to develop and market additional products.

The directors believe there is substantial scope for further development of the brand name
in the small appliance market.

The division of sales by distribution channel is shown below:

Kenwood distribution channels
Year ended 31st March

Distribution channel 1988 1989 1990 1991 1992

£000 £000 £000 £000 £000

UK 18,751 16,640 19,162 23,745 30,134
Overseas sales and

marketing operations 29,403 29,372 32,292 33,446 40,602

Overseas distributors 13,910 12,872 12,069 14,428 17,023

62,064 58,884 63,523 71,619 87,759

Spares, engineering, printing
and other (UK and
overseas) 3,102 3,554 3,217 4,390 4,297

63,166 62,438 66,740 76,009 92,056

UK product sales account for some 33 per cent of Group sales.

The Group's ten overseas sales and marketing operations, in Australia, Austria, Denmark,
France, Hong Kong, Ireland, New Zealand, Singapore, South Africa and the USA, account for
some 44 per cent of Group sales, In addition to Kenwood manufactured and externally sourced
products, some of these overseas sales and marketing operations market a selection of
complementary products which are designed and manufactured locally and sold under the
Kenwood name. Certain of these operations also market complementary products, branded and
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manufactured by pther companies, for which they are the Jocal agent- In respect ot three
aperations, New Zealand, South Africa and Singapore, agency praducts account 10r a sigmiicant
proportion of turnover; Samsung, Sodastream and Breville products are dstributed by the
pperation in New Zealand, WAHL hair clippers and Sodastream producis are distributed by the
South African operation and Clairol hair care products are distributed by the operation in
Singapore.

Some 18 per cent of Kenwood's sales are made through a network of international
distrbutors, some of which have been marketing Kenwood products for over 20 years.
Distributorships have been established in over 80 countries and most distributors have
developed their Kenwood business around the Chef.

The countries served by Kenwood's ten largest overseas distributors, and the sales made
through them in the year ended 31st March 1992, are as follows:
Kenwood overseas distributors
Proportion of

Country Sales total distributor
£000 sales

Belgium 1,848 10.9%
Switzerland 1,688 9.9%
Israel 1,678 9.9%
Norway 1,489 B.7%
Canada 1,401 8.2%
Germany 1,349 7.9%
Greece 759 4.5%
Finland 553 3. 2%
Italy 539 3.2%
Sweden 532 3.1%
11,836 69.5%

The Company has entered into agreements with Kenwood Corporation of Japan which
formally record the allocation of rights to the use of the Kenwood name, reflecting Kenwood
Corporation of Japan’s right to the worldwide use of the Kenwood name on specific defined
electronic equipment, the main categories of which are audio-visual equipment,
telecommunications equipment, data storage and processing equipment, and scientific
apparatus and instruments, and Kenwood's right to use the Kenwood name on any other
products outside Japan. The Group may also use the Kenwood name in Japan, with the consent
of Kenwood Corporation of Japan, The agreement also provides for Kenwood and Kenwood
Corporation of Japan to agree what common action to take in the event of any third party
infringement of the Kenwood mark. Kenwood Corporation of Japan is nat connected with the
Group in any other way:.

The Group also entered into an agreement with Electrolux at the time of the sale of Thorn
EMVI’s white goods activities, whereby it pays a royaity to Electrolux in respect of any white
goods sold under the Kenwood brand name. In the year ended 31st March 1992, such sales
comprised less than one per cent of turnover. The agreement is due to terminate in 1997,

With these exceptions and certain rights held by the Swiss distributor to trademarks in
Switzerland, the Group has the right to use the Kenwood trademark in the small appliance
market in all major countries,
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Design and development

Most of the products sold under the Kenwood brand name are designed and developed I
the Group. The design process i” c.osely coordinated, with detailed consultation between the
engineering. manufacturing and marketing departments, and 15 supplemented by the werking
relationship which Kenwood enjoys with Pentagram, its independent design consultants.

Kenwood has worked with Pentagram for over 20 years. Pentagram’s designs have
contributed to the distinctive Kenwood design approach and the Pentagram and Kenwooc
designers work as an integrated team on new product development. Kenwood has a royain
agreement with Pentagram which provides Pentagram with an incentive to design cormmercially
attractive products.

The directors believe that the Group has established a reputation for the quality of it
designs and its design strategy has resulted in a range of products with a distinctive style whic]
are attractive and easy to use, Kenwood has won the annual UK small appliance industry desig:
award, which is awarded by an independent pane) of judges on the basis of design excellence, i:
two out of the last three years.

The Group has an extensive new product programme, ensuring that new products ar
developed in response to opportunities in the market which are appropriate to the Kenwoo
brand name and that existing products are redesigned to adapt to changing trends an
technological developments. All products are designed for ease of manufacture and th
component designs and sourcing arrangements are periodically reviewed in order to enhanc
cost efficiency. The rate of new product introductions has significantly increased over the la
five years and the Group now launches around 25 new or updated models each year.

The Kenwood engineering department employs 26 people and is divided into three area
the design and development of Kerwood products, the analysis of technological developmen
in the small appliance market, and the approval and monitoring of externally sourced produc
marketed under the Kenwood name. The engineering department works closely with the desig
and development functions of Kenwood’s specialist suppliers.

Manufacturing

Kenwood has three facilities in the UK. The principal operation is at Havant, in Hampshire, wit
two supparting facilities, at Freshwater, Isle of Wight, and Print 4 at Hilsea, in Portsmouth. Tl
Group’s main manufacturing operations include plastic moulding, motor manufacture, turng

parts and assembly.

(a) Havant
The Havant operation occupies approximately 4.9 hectares. Within this, the manufacturis
facility occupies approximately 25,600 square metres and is located adjacent to the Grouy
administrative offices, The site has been occupied by the Group since 1962. It is w
situated to distribute products both in the UK and to Continental European marke
Products manufactured at Flavant include Chefs, food processors, hand mixers, blende-
juice extractors, kettles and kettle jugs.

In recent years the Group has jnvested significantly in plastic-moulding facilities, a:
today has a well-equipped and modern unit. Havant also has an automat
motor-assembly line with output exceeding 800,000 motors annually. The prod
assembly operations are, the directors believe, flexible and efficient, and accommodate t
Group's requirement to satisfy rapidly changing demands. The directors also believe
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strengthens the Group's compehtire position to have Group expertse In hev valne-added
manufactuning activites.

Production planning is monitored centrally and emphasis s placed on the flexibibty of the
facility to produce rapidly a range of models o a large number of specificabons 1@ supply
different international markets. The Group operates a material requirements planning
system and achjeves an annual stock turn of eight times.

Kenwsod has 2 low level of unionisation, with union membership below 15 per cent of
plant employees. Labour relations are good and there is a low level of permanent employee
turnover. In order to maintain fexibility, the Group has a policy of employing temporary
Jabour to accommodate peak levels of demand. This flexibility is further enhanced by an
annualised hours system for permanent employees, adapting weekly hours worked during
the year to meet the seasonal demands of the business. Achieving this degree of
production flexibility against a background of seasonal demand has helped the control of
stocks of finished goods and has reduced labour costs.

A significant amount of management time js invested in sales forecasting, with input from
UK customers, distributors and overseas sales and marketing operations. Forecasts are
reviewed and updated monthly and form the basis of the orders placed for Group
manufactured and externally sourced products.

The directors believe that overall the Group is able to maintain a cost-competitive
manufacturing operation with carefully controlled overheads. Kenwood has significant
manufacturing expertise in its core area of quality food preparation appliances and is able
competitively to produce higher volume products such as kettles and blenders. Recently
the Group’s manufacturing facilities at Havant received 1SO 9001 quality standard
certification.

The directors believe that the Group has sufficient flexibility to expand its operations to
accommodate its current and currently foreseeable manufacturing plans.

(b) Freshwater

()

The Freshwater operation occupies approximately 2.7 hectares outside Freshwater on the
Isle of Wight. The business operates from two premises, an auto machine shop, including
offices, and a general machine shop. Together these occupy an area of approximately 3,400
square metres.

At the Freshwater site, the Group manufactures turned and machined parts for use in
components for its own products and for sale to third parties. The Group operates 43 multi
and single spindie automatic lathes in the auto machine shop and the general machine
shop provides services such as centreless grinding, thread rolling ard milling.

Recently the Freshwater facility was approved to the 50 9002 quality standard and it now
has a number of third party customers.

Print 4

Print 4, the Group's printing operation, is jocated at Hilsea, in Porlsmouth, and operates
six presses from premises with an area of approxitately 850 square metres. It prepares and
prints most of the brochures and customer instruchon manuals for Kenwood products
and, in addition, provides printing services to third party customers,
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Directors and staff

Directors

Harold Mourgue, FCA, aged 64, is ihe non-executive chairman. He joined the hoard of
Kenwood at the time of the Buy-out in 1989. He is alsa a non-executive director of Rolls Royve
ple, Rothschild Asset Management, T&N plc and Thames Television plc.

Tim Parker, aged 36, is the chief executive. He was appointed managing director of
Kenwood in 1986, having joined Thorn EML in 1981. Prior to this appointment, he'was managing
director of two other Thorn EMI subsidiaries and previously served for twa years in HM
Treasury. In Septembor 1989 he led the Buy-out of the Group from Thorn EM! and was
appointed chief executive in May 1992,

Tim Beech, FCA, aged 36, is the Group finance director. He joined Kenwood in March 1990,
following the Buy-out, having previously been a corporate finance and investigations pariner at
Grant Thornton, Chartered Accountants.

George Fridlington, aged 51, is the manufacturing director. He is a chartered engineer, who
joined Kenwood, as a director, in 1985, having previously worked with Fisher Price Toys and
Stanley Power Tools.

Peter Hotston, aged 45, is the marketing director. He joined the Group in 1985, as UK sales
director, and was promotied to marketing director in 1986. He previously worked with Tefal LK,
Colgate Palmolive and Pedigree Pet Foods.

Mike Lapham, aged 42, is the engineering director. Having qualified with an HNC in
Electrical Engineering, he joined Kenwood in 1974 as a section engineer before being promoted
to product manager, He became engineenng director in 1988 and is responsible for engineering,
including design, at Havant, and for the purchase of externally sourced products.

Peter Taylor, aged 48, is the international director. He joined Kenwood in 1975 as an export
area manager, having previously worked with Normand Electrical, and subsequently became
export sales manager, before joining the board as international director in 1986. He is responsible
for the control of the international distributors and related marketing activities.

Doug Fairservice, aged 45, is a non-executive director and was appeinted to the board in
September 1989. He is deputy chief executive of Candover Investments and is a non-executive
director of a number of unquoted companies.

Fiona Harrison, aged 41, is a non-executive directorand was appointed to the board in April
1992. She is chief executive of the Jaeger Group, a division of Coats Viyella plc.

Company secretary

Martin Eastwood, ECMA, aged 46, is the company secretary, He joined Kenwood in 1986 as
financial controller, having previously worked with Crest Nicholson ple and Air Products and
was appointed company secretary in April 1991.
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Employees

As at 31st Masch 1992, the Group had 1,235 employees, including executive directars. The
breakdown by location was as follows:

Location Number
Havant 8l6
QOverseas sales and marketing operations 168
Freshwater 125
Print 4 . 28

1,235

f—— P

The operations 2t Havant employ a substantial number of temporary employees to
accommodate peak levels of demand and 193 are included in the table shown above, At peak
production levels, Kenwood may have in total more than 250 temporary employees.

Pension scheme

The main pension scheme operated by the Group is the Kenwood Pension Scheme which
provides pension and other related benefits to employees based on final pensionable pay, The
assets of the Kenwood Pension Scheme are independent from the Group’s finances. Further
details on the Kenwood Pension Scheme, including details of the latest actuarial valuation, are
set out in section 13 of Part 5.

FEmployee Incentive Schemes

Following the Buy-out, a share option scheme was introduced for senior managers which
now hag 33 participants. The options granted under this scheme have been exercised prior to the
flotation, conditonal on Admission. The directors believe that the commitment of Kenwood's
employees has made a major contribution to the Group's development, They wish to encourage
this by making further shares available to etn loyees both in the Offer and subsequently.

The Company has recently established two executive share option schemes (the “Executive
Share Schemes’”’). The No. 1 Scheme has been submitted for approval by the Inland Revenue,
and the No. 2 Scheme is not designed for Inland Revenue approval. The Company is issuing
invitations to executives under the Executive Share Schemes which it is expected will result in
options being granted over 733,639 shares at not less than the Offer price.

The Company has also established a sharesave scheme which has been submitted for
approval by the Inland Revenue. The Company is issuing invitations to employees to participate
in the sharesave scheme. Employees who take up the invitation will receive options to acquire
shares at a discount of 20 per cent to the Offer price. The number of shares under option will
depend on the amount employees are willing to save each month out of their salary over five
years.

A Share Participation Scheme has also been established by the Company which may be
operated at some time after the Offer. This scheme has been submitted for approval by the
Inland Revenue.

The Company has also established an employee share ownership plan (“the ESOP") which
has an independent corporate trustee. The ESOP has entered into arrangements with National
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Westminstesr Bank Plc (the “Bank’) under which thve Bank 1s purchasmng & total ot 1,399,218
shares from exsting shareholders. These shares will be the subject of a call option in favour ot
the ESOP and a put option in favour of the Bank. The liabilities of the ESOP are guaranteed by
the Company and certain of its UK subsidiaries.

The ESOP can supply shares for use in conjunction with any of the abave schemes and can
also benefit employees in other ways.

Further details of the above schemes, which comply with institutional guidelines, are given
in section 6 of Part 5,

Special arrangements for employees in the Public offer

Special arrangements have been made to enable eligible employees, non-executive directors
and certain retirees of the Group to acquire under the Offer, in priority to putlic applications, up
to a total of 1,161,319 shares, representing 10 per cent of the shares which are subject to the
Public offer. Further details of these arrangements are set out in section 7 of Part 5.
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Financial information

Financial summary

The trading record of the Group for the five years ended 31st March 1992 is set out in full s
the Accountants’ repost in Part 4, from which the following table has been extracted:

Kenwood turnover and operating profit

Year ended 31st March
1988 1989 1990 1991 ° 1992
£000 £000 £000 £000 £000
Turnover
Turnover by destination
United Kingdom 20,834 19,010 20,701 25,606 32,767
Continental Europe 28,258 25,967 27,695 28,093 31,206
Rest of the World 16,074 17,461 18,344 21,308 28,143
65,166 62,438 66,740 76,009 92,056
Year ended 31st March
1988 1989 1590 1991 1992
£000 £000 £000 £000 £000
Operating profit* 1,402 4,000 4,229 6,559 9,511
Operating margin 2.2% 6.4% 6.3% 8.6% 10.3%

*Operating profit before exceptional items, interest and other payments to Thorn EMI

The Group achieved significant growth in sales, margins and operating profits in the two
years ended 31st March 1992, primarily as a result of the implementation of its strategy of
introducing new products and improving existing products in the previous two years.

The reduction in the sale of microwaves and other white goods following Thorn EMI's sale
of its large domestic appliance operations resulted in sales for the year ended 31st March 1989
being slightly below those for the previous year. Margins, however, improved significantly,
reflecting the success of the 1987/88 cost reduction programme, including the closure of the New
Zealand manufacturing operations.

In the year ended 31st March 1990, sales improved with the growth of the overseas sales and
marketing operations and an initial contribution from new externally sourced products, The
Group continued its cost reduction programme, particularly in relation to stock levels and
indirect labour costs, although the benefits of this rationalisation programme were not fully
reflected in 1990’s perforinance. Margins were also adversely affected by certain costs associated
with the Buy-out.

Sales have increased significantly in the last two years, especially in the UK, despite
worldwide recessionary conditions. New products have been introduced, in particular new
ranges of toasters and fryers. Despite much of the growth having come from generally lower
margin externally sourced products, gross margins have been maintained over the three years to
31st March 1992 at levels at or in excess of 34 per cent. This has been achieved through a
combination of increases in prices, control of overhead costs, productivity improvements and
the effects of Kenwood's ongoing policy of product enhancement and cost reduction.
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Summary pro forma profit and loss account

Set out bejow is 2 summary pro forma consolidated profit and Joss account pttne Groep 1ot
the year ended 31st March 1992, details of which are shown in noie aia) of the Accountants'
report in Part 4. This bas been derived mrom the detailed audited consolidated prufit and loss
account contamned in note 3 of the Accountants® report set out in Pant &:

Year end¢d 31st March 1992
Audited Pro forma

£500 £000

Operating profit #,71) /8,511
Net intecest payable (5,177)
Adjustment to net interest payable to reflect net proceeds of the Offer 4,955
Net interest payable (5:177) (222)
Profit before taxation 4,334 9,289
Taxation (732) {732)
Adjustment to taxation to reflect the above adjustment to net {1,635)

interest payable

2,367)

Profit attributable to members of the Company 3,602 6,922
Pro forma number of shares in issue 36,681,962
Pro forma earnings per share 18.9p
Price-earnings ratio at the Oifer price 15.1 times

Adjustments have been made assuming the following:

(a) the capital revrganisation described in sections 1(h) and 1(i) of Part 5 had been cffected on
1st Aprit 1991;

{b) the 14,736,842 Subscription Shares included 1n the 23,226,386 shares which are the subject of
the Offer had been in issue throughout the year ended 31st March 1992;

() the estimated net proceeds of the Offer recejvable by the Company of £39.5 million had been
available at 1st April 1991 and were applied in reducing the Group’s indebtedness and
working capital requirement; and

{d) arate of corporation tax of 33 per cent had been applicable in the year ended 31st March 1992
on the interest saved as a result of the items referred to in sub-paragraphs (a) to (¢} above.

The Group's actual interest cover amounted to 1.8 times in the year ended 31st March 1992,
including interest on the Buy-out related finance. Based on the pro forma profit and loss account
above, the pro forma interest cover of the Group for the year ended 31st March 1992 would have
been 42.8 times, Details of the pro forma consolidated profil and loss account are shown in note
6(x) to the Accountants’ report in Part 4.
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BEELLE N R e cE

The Group's effecive tax charge during the five years ended 31st Narch 1990 nas nchated
primarily due to: tax losses reported by the overseas operations not being available 0 reheve
taxable profits of other members of the Group; the effect of expenses incurred an connechion with
the Buy-out; and the release of the UK deferred tax provision in the year endsd 33st March 1995
in respect of accelerated capital allowances, following a review of budgeted futnre expenditure
ort plant and machinery.

The Group's tax charge is expected by the directors to be cloge to the UK starclard rate of
corporation fax in respect of the current year.

Pro forma net tangible assets

The pro forma net tangible assets of the Group, based on the consolidated balance sheet at
31st March 1992 and adjusted to reflect the Offer, amounted to £35.0 million. At the same date
the pro forma net cash of the Group amounted to £4.2 million. Details of the pro forma
consolidated balance sheet are shown in Pazt 3.

Dividends

The shares which are the subject of the Offer rank in full for all dividends and other
distributions declared, made or paid on the ordinary share capital of the Company after
Admission. If Kenwood's shares had been listed on the London Stock Exchange for the whole of
the year ended 31st March 1952 with the capital structure of the Company following the Offer,
the directors weuld have recommended a dividend of 7.5p per share (10.0p inclusive of a
notional related tax credit) in respect of that year. This would represent a notional gross
dividend yield of 3.5 per cent at the Offer price of 285p per share and would have been covered
2.5 times by pro forma earnings per share of 18.9p.

It is intended to pay dividends outstanding at 31st March 1992 of £1,061,300 referred to in
note (xxiv) of the Accountants’ report set out in Part 4, in the current financial year.

It is intended that interim dividends will be paid in February and final dividends in August,
in the approximate proportions of one-third and two-thirds respectively of the total annual
dividend. The first interim dividend will be payable in February 1993 and it is expected that this
will reflect the Company having been listed for only part of the six month period to 30th
September 1992, to which the dividend will relate.



Reasons for the Offer

It has been the intention of the executive ¢ rectors and the shareholders of Kenwoodl since
ihe Buy-out in 1989 that the Company should - ook a listing at an appropriate tame.

The Offer will raise approximately £39.53 muilion (net of expenses) for the Company. This
will be used principally to repay £33.4 million of outstanding bank loans. The listing of the
Company’s shares will allow the Group greater flexibility in taking advantage of opportunities
for expansion: by both acquisition and capital investment and will reduce the likelihpod of
constraints on future product development. The Offer will provide certain investors and
members of the management who participated in the Buy-out with an opportunity to realise a
proportion of their investment. Other than in respect of these realisations, the providers of
capital at the time of the Buy-out are retaining their shares in Kenwood. The Offer arrangements
are described in section 12 of Part 5.

The directors believe that a listing of the Company's shares, combined with the
implementation of the Employee priority offer and the Employee Incentive Schemes, will give a
significantly greater number of employees the opportunity to participate directly in the future of
the Group.

A listing is also expected to enhance the profile of the Group as a whole and to strengthen its
relationship with both suppliers and customers.

Current trading and prospects

The directors believe that there is significant potential to use the Kenwood brand nanie on
cther products, which provides scope to increase the Group’s share of the small appliance
market. There are a number of countries in which the Group currently has only a modest market
share, which is being expanded.

The directors are confident that the current year will provide further growth. In the UK,
despite the conditions in the UK economy, the Group has made an encouraging start to the year.
The directors consider that there is significant potential to benefit from any increase in the leve]
of retail sales. In addition, Kenwood has recently launched the ""Ultrascreen” electronic water
filter and a range of hair care products in the UK,

Overseas, the Group will benefit from extending its preduct range, as a number of newer
products, already successfully sold in the UK, are now being launched for the first time in other
countries. Kenwood will continue to benefit from an extensive new product programme, an
expanded geographical presence and its current tight control of costs. The Group is developing
its sales in particyt- © tn the USA, Germany and ltaly, which are key markets where its current
market share is Jow. The directors believe that the Group can achieve growth through expanding
its presence in other markets and that, in the longer term, markets where it currently only has a
small presence, such as Eastern Europe, South America and South-East Asia, have considerable

potential.
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enahle the Croup to finande the

Kenwood's improved capital base following the Ofter will
spread. Whilst

development of more new products and 1o conhnue to broaden its peographical
no audited results are available for the first two months, management accounts show that the

year has opened well. The directors consider that the prospects far the Group are excelient.
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Part 3 — Pro forma consolidated balance sheet

An pnaudited pro forma consolidated hajance sheet as at 31st March 1992 denved trom the
Accouniants’ repart ir: Part & is set out below for illustrative purposes only. The pro farma cansalidated
balance sheet has been adjusted to show the pet effect of the caputal reorganisation of tha Group angd the

estimated proceeds of the Offer,

Actual as at Pro forma as at
31st March 1992 31st March
per Accountants’ report Adjustments 1992
£000 £000 Note £000
Fixed assets
Tangible fixed assets 16,370 16,370
Current assets
Stucks 15,100 15,100
Debtors 15,247 15,247
Cash at bank and in hand 4,578 19 (a) } 9,608
6,072 ()
{1,061) (e) e
34,925 39,955
Creditors: amounts falling due within
ong year (22,479) 2,500 {d) {19,979)
Net current assets 12,446 M
Total assets less current liabilities 28,816 36,346
Creditors: amounts falling due after
more than cne year {30,900} 30,960 {d) —
Provisions for liabilities and charges
Deferred tax (227) (327}
Other provisions (1,149 (1,149)
(3,460) 34,970
—— R ]
Capital and reserves
Called up share capital 20,139 19 {a) 3,668
(20,012) tb)
2,048 (4]
1,474 (d)
Share premium account — 37,998 (d) 7,998
Profit and loss account 401 (1,061) {e) {660}
Capital redemption reserve —— 20,012 (b) 17,964
{2,048) ()
Goodwill written off (24,000) {24,000}
{3,460) - 34,970
—_— - ———}

Notes:
The following adjustments have been made to reflect the capital reorganisation of the Group a% detailed in note 6pxax) of the
Accountants’ repert in Part 4 and the estimated net proceeds of the Olfer:

{a) the exercise of the options and warrants, the conversion of the convertible ‘A’ erdinary shares of 10p each, the
convertible cumulative participating preferred ordinary shares of 10p each and the cumulative redeemable
preference shares of £1 each;

(b} the purchase of all of the issued deferred shares of 10p each and ali of the * A’ deferred shares of £1 cach arsimg on
the conversion of the cumulative redeemable preference shares of £1 each, both for the total consideration of one
penny and the creation of the capital redemption reseive;

() the scrip issue of 14 new shares for each existing share;

(d} the £42.0million proceeds of the issuie of 14,736,842 new shares at a price of £2.85 sach nel of the extimated costs of
£2.5 million; and

(e} the pavment of £1,061,300 In respect of the dividends referred 1o in note s{xxiv) of the Accountants’ reportin Part 4.

The directors intend, during the current financial year, 10 make an application 10 the Court for approval of a further
reorganisation of the Company's capltal, wheieby goodwill of £24.0 million would be eliminated and distributable profits would
be increased by means of the elimination of all or part of the capltal redemption reserve afising from the capital reorganisaton
summarised in notes (a) ta {c) above and the share premium account arising from the Offez, as appropriate. Implementation of
these proposals will sequire the approval of the Company’s sharcholders by special resolution, in addition to Court approval.

25




Part 4 — Accountants’ report

The following 1s a copy of a report by Ernst & Young. Auditors and Reparting Accountants 1o the Company

Ell ERNST& YOUNG
CThartered Accountants
. Wessex BHouse
19 Threefield Lane
Southampton 50} 1TW
The Directors 17th June 1992
Kenwood Appliances plc
New Lane
Havant
Hampshire PO9 2NH
and
The Directors
J. Henry Schroder Wagg & Co. Lirmited
120 Cheapside

London EC2V 6D35

Gentlemen

1. Introduction

We report in connection with the Placing and Public offer (the “Offer”) by J. Hensy Schroder Wagg & Co, Limited of
23,226,386 ordinary shares of 10p each (“shares” or "ordinary shares”) in Kenwood Appliances plc (the “Company™)
referred to in the listing particulars dated 17th June 1992 of which 14,736,842 are new ordinary shares (the “Listing
Particulars”).

The Company was incorperated on 30th May 1989 under the name of Cabinhope Limited. On 20th December 1959 it
changed its name to Kenwood Appliances Limited, and on 28th May 1992 the Company adopled its present name and
was re-registered as a public limjted company.

On 7th September 1989 the Company acquired the worldwide Kenwood domestic appliances division (the
*Kenwood division”) of THORN EMI ple ("Thom EMI”) by means of a management buy-out (the “Buy-out”). The
Kenwood division comprised a number of Thorn EMI subsidiary undertakings and branches operating in the United
Kingdom and throughout the world, together with certain other assets (principally Jand and buildingg). The Kenwood
division, the Company and its subsidiary undertakings are collectively referred to herein as the “Group™.

The financial information set out in this report has been based on audited consolidated financial statements of the
Group for the five years ended 31st March 1992, after making such adjustments as we consider riecessary, Our work has
been carried out in accordance with the Auditing Guideline: “Prospectuses and the reporting accountant”.

No statutory audited financial statements of the Kenwood division have been prepared, bul its financiai statements
for the two years ended 31st March 1989 were audited by ourselves for the purpose of enabling us to form an opinion on
the financial statements of Thom EML. We have performed additional audit procedures on the consolidated financial
statemments of the Group for the two years ended 31st March 1989 in order to enable us to express a separate audit opinion
thereon,

The Group changed its year end, after the Buy-out on 7th September 1989, to 30th September and statutory
consolidated financial statements for the period to 30th September 1990 and the year ended 30th September 1991 have
been prepared. On 13th December 1991 the Group changed its year end back to 31st March, and statutory consolidated
financial statements for the six months ended 31st March 1992 were prepared, We performed audits of those finandial
statements in order to enable us to express an audit opinion thercon. .

In addition to the audit procedures performed on the statutory conselidated financial statements of the Group, we
have performed additional audit procedures on the consolidated financial statements of the Group for the three years
ended 31st March 1992, including procedures in respect of verifying the carrying value of stocks at year ends which had
not previously been audited, in order to enable us to express an audit opinlon thereon.
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For the pusposes of s report we have anchaded a separate e atem an she cansobdated praf and (s acvoum
relatng to other paymuents to Thom EMI ao order to reflect the finanaal elect o1 Thom ENE makang subsiantiat Centza
rharges o the Group dunng the peoad o September 1989 but e comesponding expenditure being woarred adter the
Buy-cut

Aushited statutory consolidated financial statements has ¢ not been prepared in respect at the Group tor anv pernodd
subsequent to 31st March 1992, We have acted as auditwrs of the Company for all accountng penadds since 11
Rerperahon

I our opimom, the finanaal information set out below gves a true.and fair view of the results and tash flows ot the
Group for each of the five years ended 31st March 1992 and of the state of aflairs of the Group at the end of each ot those
years

2. Accounting policies

We set out below the principal accounting policies adopted consistently by the Group in each of the five yeats
ended 31st March 1992 in respect of the preparation of the financial information set out in thus report,

(i} Accounting convention
The financial information is prepared under the historical cost convention and in accordance with currently
applicable accounting standards.

(if} Bas:s of consolidation
The financial information set aut in this report has been prepared on the basis that the exsting legal structure of
the Group was in place throughout the whole period under review, Lrespective of past legal ownership. In particular,
the trading results reflect the trading of each of the existing members of the Group and their predecessor operations
where applicable. However, ownership of the assets previously owned directly by Thom EMI (prinaipally land and
buildings) have only been reflected from the date of acquisition by the Company, ie 7th September 1989,
(iii)  Goodwill
Goodwilt arising on the acquisition of subsidiary and associated companies is written off directly to reserves in the
year of acquisition.

{iv) Depreciation

Freehold land is not depreciated, Depreciation is provided on all other tangible fixed assets at rates calculated to
write off the cost or valuation, less estimated residual value, of each asset evenly over its expected useful life as follows:

Frechold buildings at 2 per cent per annum
Leasehold land and buildings over the lease term
Plant, equipment, tooling and motor vehicles at rates ranging from 10 per cent to 33V per cent per
anaum
{v) Stocks

Stocks are valued at the lower of cost and net reafisable value, after making due allovance for any obsolete or slow
moving items. Cost comprises direct materials, direct labour plus attributable overheads based on the normal level of
activity,

(vi) Guarantee provisions

Many of the Group’s products carry formal guarantees of satisfactory performance for varying periods following
purchase by customers. Provision is made for the estimated cost of honouring unexpired guarantees,

(vii) Research and development expenditure

Research and development expenditure, and the expense of establishing and protecting palent rights in respect of
inventions derived therefrom, is wholly written off 25 incurred.

{viii) Deferred taxation

Deferred taxation is provided using the llability method on all timing differences to the extent that they are
expected to reverse in the foreseeable future without being replaced, calculated at the rate at which it is anticipated the
timing differences will reverse,

(ix) Foreign currencies
The accounts of overseas subsidiary undertakings are translated into sterling on the following basis:

(a) assets and liabilities at the rate of exchange ruling at the balance sheet date; and
(b} profit and loss account items at the average rate of exchange ruling during the year,

The exchange differences arising on the retranslation of opening net assets and the difference between the profit
and loss account translated at the average rate and at the closing rate are taken directly to reserves. All other translabion
differences are taken (o the profit and foss account with the exception of differences on foreign currency borrowing te the
extent that they are used to finance or provide a hedge against group equity investment in foreign enterprises, which are
taken directly to reserves together with the exchange difference on the carrying amount of the related investments.
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Assets beld under finarce leases and kure parchase contratts ave carzabsed mn the balanoe sheel and aw
depreaicred over thesz psefullives Tiwe interest element o1 the rentalobiiganons s charged 10 the Pront and fass acamnt
over the pennd cf the Jease and represents a conitant propertion of the baiance of capital repavments auislandine
Rentals p.u:d under gperaking Jeaves are charged to moome as meumed over the lease term

txrr Peragos

The Group operates two defined benefit pension schemes (UK and South Afncat whach require conmbuticns T
be made to separately admirustered funds. Contributions to these hunds are charged to the profit and loss account soas
to spread the cost of pensions over the employees’ woriing lives withen the Group. The regular ¢nst 1 attnbuied 10
individual years using the projected unit credit method. Vananons in pension cost, which are sdennfied as a resalt ot
actuarial valuations, are amortised over the average expected remairung working lives of employeesin equalinstalments
taking account of interest on the remaiming unamortised amount camed jorward in the balance sheet Ditterences
between the amounts funded and the amounts charged to the profit and loss account are treated a5 either provisions or
prepayments in the balance sheet.

In addinon, the Group operates some defined contribution pension schemes In overseas subsidary undertakings
Contributions are charged to the profit and loss account as they become pavable in accordance wath the rules ot the
schemes.

3. Profit and lnss accounis
The consohdated profit and loss accounts of the Group for the five years ended 31st Mardh 1988 to 315t March 1990
inclusive are set out below:

Year ended 31st March

Note 1988 1989 1950 1991 1992

£000 EO0D0 £000 £000 £000

Turmover i) 65,166 62 438 66,740 76,009 92,056

Cost of sales (2,411} (35,573  (42,296)  (4B,541) {59,955)
Gross profit 0,755 23,865 24,444 7,468 32,101

Distribulion costs {12,770y (12,528) (12,542} {13,291) {14,972)

Administrative expenses (8,.510) (7.774) {8,004) (7.703) (7,909
Other operating (expenditure)fincome {ii) 73) 437 331 83 29

(21,353) (19,865}  (20,215)  (20,909)  (22,590)

Operating profit before exceptional items and 1,402 4,000 4,229 #,559 9,511

other payments to Thorn EMI
Exceptional items (iii) (972} - (509) {836} —
Other payments to Thorn EMI {iv) {1,000) (1,228} (827) —_ —_
Operating profit/(loss) (vi{a) (570} 2,772 2,893 5,723 9,511
Net interest payable {vii} (682) {587} (4,380) {6,453} (5,177)
Profit/(loss) before taxation (i} (1,252) 2,185 {1,487) {760) 4,334
Taxation {vili} {187) (888) 840 {565} {732)
Profit!{loss) atiributable to members of the

Company (1,439} 1,297 {647} (1,325} 3,602
Dividends (ix) (378) (619 {624) {540) (1,120)
Retained profit/(loss) (1,817} 678 {(1,271) {1,863) 2482
Earnings/(loss) per ordinary share {x) {6.6p) 3.9p 2.9p) {0.0p) i64p
Pro forma earnings per ordinary share (x) 18.9p
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£ Cach Bow stabements

Net cash infSow from pperating activities

Retumns on invesiments and servicing of
finance

Interest received

Interest paid

Pvidends paid

Net cash outilow from returns on investments
and servicing of finance

Taxation
UK corporation tax paid
Dverseas tax paid

Tax paid

Investing activities

Acquisition of the Kenwoed division
Payments to acquire tangible fixed assets
Receipts from sales of tangible fixed assets

Net cash inflow/(outflow} from
investing activities

Net cash inflow/(outflow) before financing

Financing

New jong term loans

Repayment of long term loans

Issue of share capital

Costs of share issues

Net (introduction)/repayment of
divisional capital account

Other financing items (nat})

Increase/{decrease} in cash
and cash equivalents

Note

(VKB

{xxi}

{xvii)
(xvii)

(dv)
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Year ended 315t Mawh

1988 w5 13K 1891 1998
2008 £000 £00 £X0 £
2,574 2.608 4.183 8,528 12601
103 68 bt 207 8
@62) {683) (A4 (6,568 {5,4%9)
— Q95) {1,295 G (.10
(657  {910) (5,233  (6.808)  (6,561)
{285) (1) {14) {508} {236}
(285) &) {14 {508} (835)
- - (31,913) - -
{3,194} {4,191) (2,221} {1.455) (2,141)
751 125 1,310 259 23
(2443 (4,066)  {85,822) {1.201) {1,910
(811) {2,639}y  (56,B83) 23 3,355
— —  {45,000) — —
- - 6,000 5,750 1,750

- — {16,500} (5,000) -

e —_ 2,000 229 —_
4,133 (8,656) (3.,662) — -
(1,344) 1,243 w— —_— —_
2,789 (7 413)  (57,162) 979 1,750
{3,600) 4,774 279 (756) 1,605
(811} {2,639)  (56,883) 223 3,355




5. Balance sheets

The consoadated balance sheets of the Group at each 31st March from 1988 (0 1892 wclusive are set o helaw

Fixed assets
Tangible fixed assets

Current assels

Stocks

Llebtors

Cash at bank and in hand

Creditors: amounts falling due within one year
Net current assets

Total assets less current liabilities

Creditors: amounts falling due after
more than one year

Provisions for liabilities and charges
Deferred tax
Other provisions

Capital and reserves
Called up share capital
Profit and loss account
Divisional capital account
Goodwill written off

Note

)

(i)
{iid)

(av)

(xv)

{xvi}

(xviif)
(xix)

{xx)
(xxi)
{xxi}
(xi)
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At 31st March
19386 1989 1993 199 IR
£000 £000 £000 £000 005
8,931 11,713 B 16,924 10,370
14,072 15,292 12,521 15,999 15100
12,561 11,720 14,323 13,724 15,247
13 1,159 1,157 307 4,578
26,746 28,171 27,401 32,940 34,925
18,750y (13,367} (12,867)  (20,228) (22,479)
7,99 14,784 14,534 12,712 12,46
17,927 26,497 33,146 29,638 26,816
— (205)  (39,584) (33,507}  (30,500)
{1,693) {1,729) {718) (778) (227)
{1,462} (661) (1,335) (1,222) {1,149)
14,763 23,901 (8,491} (5,871) {3,460)
I ————— = | ——g-

—_ -— 15,137 20,139 20,139

_ —_ 372 (2.010) 401
14,763 23,901 — o —
P — (24,000} {24,000 {24,000}
14,763 23,901 {8,491) (5,871) (3,460)
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6. Notes
(i} ‘Turnover and segmental analysis

Turnaver represents the amounts desived from the provsion of goods and services whuch Jall wathyn the Group s
ordinary activines, stated net of vajue added tax, The tumover and profit before taxabon are attibRiatle 10 ane AT
the manufacture and distribution of domestic appliances.

Turnover, profit before taxation and nel assets are analysed by geographical area as fallows:
Year ended 3151 harch

1588 1989 1930 1593 1992
£000 £000 £000 000 L0
Tumover
Turnover by destination:
Sales to third parties:

United Kingdom 20,6M 19,010 20,700 26,606 32,707
Continental Europe 28,258 25,967 27,695 28,085 31,206
Rest of the World 16,074 17,461 18,344 21,308 28,143

65,166 62,438 66,740 76,009 52,0656

Turnover by origin:

Total sales:
United Kingdom 43,946 44,515 44,636 55,059 4,108
Continental Europe 17,870 16,268 18,315 16,732 19,841
- Rest of the World 12,125 13,852 15,100 12,217 21,902

73.941 74,635 78,05) 89,506 103,571

Inter-segment sales:
United Kingdom —_ — — _—
Continenta} Europe (5,926)  (7,021)  (6,988) (79860  (7,231)
Rest of the World {2849 {5,176} {3,327} 5,513) (6,583)

o

(775 (12197) (11,311} (134991 (13,815)

Sales to third porties:

United Kinzdom 43,946 44,515 44,636 55,059 64,108
Centinental Eurape 11,94 9,247 11,331 8,746 12,610
Rest of the World 9,276 8,476 10,773 12,204 15,333

65,165 62,438 66,740 76,009 92,056

Profit/(loss) before taxation
Segment profit by origm:

United Kingdom 3N 2675 2,442 6,853 8,742
Continental Europe 1,135 308 1,260 643 1,278
Rest of the World (968) 815 21 {459) 1,066

478 3,793 3,70 7,037 11,066

Commaon costs (1048 {1,921) {830) (1,314) {1,573}
Net interest payable (687) (587) {4,380} {6,483} (5,177)

{1,252) 2,185 {1,487 (760 4,334

Net assets/{liabilities)
Net assets by segment:

United Kingdom ' 10,497 18,304 20,497 21,478 20,685
Continental Europe A 3,534 3,632 4,084 1,059 1,586

Rest of the World 737 2,065 5,549 4,491 5,446

14,763 23,901 30,130 27,028 7.7
Unallocated net assats/{liabllities) —_ — (35.621)  (32,899) (31,1v7)

14,765 23901  {(B491)  (5871)  (3,460)

Unsallocated net assets/(linbilities) comprise the hecii office leaschold property and loans.
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(i) Other pperating lexpenditureNincome
(Pthex Jperanng (expenditure) mcome comprises

Year ended 31t March
1988 19589 1990 199 1992
£000 £300 £000 £000 £000
Prohit/{loss) on fixed assel disposals {21) &4 25 20 b
Exchange gains/(losses) {14 356 281 {0} 187
Qther income/(expenditure) 0 17 5 g | 58
F3) 437 331 85 201

A e ==
(iti} Exceptional items
Exceptional items comprise:
Year ended 31st Merch

1988 1989 1990 1991 1992

Note £000 £000 £000 £000 £000

Closure of New Zealand manufacturing (a) (539) —_— —_ — —

operations

Other relocation, reorganisation and (b)) (133) - — (217} —
rationalisation costs

Losses arising from discontinued products (c} — —_ (509} wm —

Closure of Australian sales operations (e) — —_ —— {619) _

{972) - (509) (836} —

{a) InJune 1987 the New Zealand manufacturing facility was closed.
{b) In March 1988 a cost reduction programme was implemented in the UK resulting in redundancy costs of £133,000.
(¢} In August 1989 the ‘System K’ product range was discontinued due to poor market demand

(d) In June 1990 the sales and warchouse operations in New Zealand were substantially reorganised, resulting in
rationalisation costs of £217,600,

{e) The Australian sales operations were reorganised in March 1991 and the disttibution of Kenwood products now
takes place through a distributor,

ivi Gther payments to Thorn EMI
Other payments to Thom EMI may be analysed as follows:

Year ended 31st March

1988 1989 1950 199 1992
Note £000 £000 £000 E000 £000
Management and other general charges levied
by Thorn EMI (a} (496) {74} (126} — —
Interest on divisional capital account {b) (269 (840} (534) — —_
Economice rent charges (e} {233 (314) (167) —_—
. 11,000) (1,228) (827} — -

These payments represent items arising pricr to the Buy-oul a5 a direct result of the ownership of the Kenwood
division by Thorn EML. These items fall into the following categories:
(3} management and other general charges levied by Thorn EMI for which no specific services wete rendeved;
{b} financing costs on that part of the divisional capital account which was interest-bearing: and

(¢) econamic rent charges levied by Thorn EMI on the Kenwood division to reflect a market rental on leasehold
properties leased from third parties on which rents pavable were less than market rental,
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i ! vk QOperating profitifloss)

: ta} Openting profitiloss) 1s stated after charging.
Lo, Year ended 3ist March
1588 1959 1590 1991 399
£000 £000 £000 00 £
Directors” emoluments ") iy 49 oM 629
Auditors' remuneraion 64 L] 48 8 84
Depreciation 1,532 2,33 2407 2479 250
Hire of plant and machinery 346 261 217 b pEW
Research and development 1377 926 713 b 1,007

(b) Reconciliation of operating profitiloss) to net cash inflow from opcrating activites:
Year ended 31st March

1988 1989 1990 1991 1992

£000 £000 £000 £000 £000
Operating profitf{loss) (370) 2,772 2,893 5,723 9,511
Depreciation 1,532 2,320 2,407 2,479 1524
Loss/{profit) on disposal of fixed assats 2 64) {25) {20) (46)
(Increase)/decrease in debtors (711) (125) 2,077} 259 {1,754)
{Increase)/idecrease in stocks (2.225) (1,747) 2,997 {3,827) 861
Increase/{decrease) in creditors 4,527 (548) (333) 4,729 1,34
Costs incurred arising from the Buy-out - —_ (1,259) {o56) -
Pension prepayment — -— {123) 151 216

2,574 2,608 4185 8,528 12,661

(vi) Staff costs
The analysis of staff costs is as foliows:

i Year ended 31st March
|
|
]

1988 1989 1550 1991 1992
£000 £000 £000 £000 £000
Wages and salaries 11,682 11,782 13,124 14,291 14,912
Social security costs 1,209 1,276 1,231 1,468 1,626
Other pension costs 99 106 310 57 3706

12,990 13,164 14,855 16,016 16,908

The average number of employees employed for each year was as follows:

Year ended 31st March

1988 1389 1990 1991 1592
Office management and administration 195 162 142 130 128
Manufacturing and distribution 1,367 1,230 1,118 1,158 1,152

1,562 1,392 1,260 1,288 1,280

(vii} Net interest payable
The composition of net interest payable was:

Year ended 31st March

1988 1989 1990 1991 1992

£000 £000 £000 £000 £000

Bank loans not wholly repayable _— — (1,423) (2,728) 2,102
within five years

Bank loans and overdraits wholly repayable (767) (653)  (3,234) (3,9%62)  (3,133)
within five years

Interest receivable 105 66 77 207 58

{682) (587) {4,380} {6,483) 5,177

moesemses prm=o—m4:
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fviiiy TaxaBer
The taxatuon chargeiredit), hased on the results fog gach aear compnsed
year ended 31st March

1968 1999 1590 199 190
20 00 £000 £000 000
UK curporation tax charg(credit) £217) 463 — - &
UK deferred taxation chargeiicredit) {26 B9 @ kg (Hiky
QOverseas taxztion 430 345 131 B8 357
157 888 (34 565 732

= ——

UK corporation tax payable has been provided at the following rates:
Year ended 315t March

1988 1989 1990 1991 1552
3B% 3% 35% 3% 33%
The Group's effective rate of taxation in gach of the five years ended 313 March 1992 has been significantly
affected by a number of factors, The principal factors were®
{a) tax losses reported by overseas subsidiary undentakings not being available to reheve taable profits of other
members of the Group;
(b) the bencfit of tax relief on certain expenses incurred in connuction with the Buy-out which were applied to eliminate
the share premium arising in the year ended 31st March 1990;
{c¢} the impact of taxation rates overseas teing higher than standard UK corporation tax rates; and

(d) the release of the UK deferred tax provision in the year ended 3lst March 1992 in respect of accelerated capital
allowances following a review of budgeted future expenditure on plant and machinery (see note (xviil) below).

(ix) Dividends

Dividends paid and proposed in the five years ended 31st March 1992 are analysed below. At 31st March 1990
cumulative redeemabie prelference dividend arrears amounting 10 £591,164 were waived. AL31st March 1991 cumulative
redeemable preference dividend arrears amounting to £523,000 and curnulative convertible participating preferred
ordinary share dividend arrears of £50,000 were waived, At 31st March 1992 there were unprovided cumulative
redenmable preference dividend arrears of £1,000,000 and unprovided cumulative convertible participating preferred
ordinary dividend arrears of £61,300. The directors intend 1o pay these arrears, together with dividends in respect of the
pesiod from 3ist March 1992 ta 1st July 1992 of £24,932 in respect of the cumulative convertible participating preferred
ordinary shares and £498,630 jn respect of the cumulative redeemable preference shares and interest of £25,000, in the
current financial year.

Year ended 31st March

1938 1989 1990 1991 1992
£000 £000 £000 £000 £

Ordinary chares of 10p each —_ — - — i

Convertible *A’ ordinary shares of 10p each - —_ — —_— -

Cumulative convertible participating preferred - -~ e 51 54
ordinary shares of 10p each

Cumulative redeemable preference shares - — — 489 1.066

of £1 vach
Dividends paid to Thorn EMI 378 619 624 — -
378 619 624 540 1,120

{x} Eamings/(loss) per ordinary share

Eamings/(loss) per ordinary share for the five years ended 31st March 1992 have been calculated on the profit/(loss)
after taxahon and on the basis of 21,945,120 ordinary’ chares in issue, the number of ordinary shares that will be in issue
following the trarsactions reforred to under note (xxv} below, but excluding 14,736,842 ordinary shares which are . + be
issued to raise new capital under the Offer:

Year ended 31st March

1988 1989 1990 1991 1902

E000 £000 £000 £000 £000

Profit/(loss) after taxation {1,439} 1,297 (647) {1,325) 3,602
Earningsi(loss) per ordinary share (6.6p) 5.9p (2.9p) {6.0p) 16.4p

Noie: Because of the changing nature of the Group's ownershup, financing and Jevels of capital employed throughout the five years ended
31st March 1992 certamn items of expenditure, principally net interest pavable and charges levied by Thom EMI have not ansen
consistently throughout the period under review. We have not made any adjustment to the histoncal earnings per share figures shown
above 16 reflcet these varlations in expenditure levels,
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Pro forma eaemngs per ordinan shase for the vear paded 5ist March 257 has heen catewiated on she tohawing

assmplions
{2t

the cap:tal reorganusaton: referred o n noke o) belaw had haen efrected on 1st Aprit 1992

(B) the 14,736,842 new ordinm y shares which are induded 1n the 23,22 380 awdinary shares whach are the subject ot
the Ofier had been in wsas throughout the year ended 31st March 1992,
() the eshmated net proceeds of the Offer recervable by the Cumpany of £39.5 milhon had been available at 15t April
1991 and were applied i reducing the Group's indebtednes: and working capita} requiremerd, &nd
(d) aratea wrporation tax of 32 prrcent had been applicable in the year ended 315t March 1992 an the anterest saved
as a result ¢¥ the nems veferred 10 1n sub-paragraphs {a) to (c) above-
Pro forma
wear ended
315t March 1992
£000
Operating profit 9,511
Net interest payable &,177)
Adjustment to net interest payable to reflect net proceeds of the Offer 4,958
Net interest payable (222
Pro forma profit before taxation 5,289
Taxation (732)
Adjustment to taxation to reflect the above adjusiment to net inierest payable (1,635)
(2,367
Pro forma profit atiributable tc members of the Company 6,922
Pra farma number of ordinary shares in ssue 36,681,962
18.9p

Pro forma carmings P ordinary share

(xi} Tangible fixed assets

At 3ist March 1993 and 31st Mavch 1992 tangible fixed assets comprised:

Freehold land and buildings

Long leasehold fand and buildings

Short leasehold land and buildings

Plant, equipment, tooling and motor vehicles

{xli} Stocks
At 31st March 1991 and 31st March 1992 stocks comprised;

S
Raw materials and components

Work in progress
Finished goods and goods for resale

31st March 1992

31st March 1991

Aggregate  Net book Net book

Cost depreciation  amount amount
£000 £000 £000 £000
4,705 146 4,559 4,615
2,295 Ve 2,223 2,251
45 15 30 40
23,855 14,297 9,558 10.018
30,900 14,530 16,370 16,924
1991 199

£000 £000

2,815 ~499

1,162 968

12,022 11,633

15,999 15,100

e s s

The difierence between purchase price or production cost of stocks and their replacement cost is not material.

(xiti) Debtors
At 315t March 1991 and 31st March 1992 debtors comprisect:

Trade debtors

Other debtors

Advance corporation taxation recoverable
Overseas corporation tax recoverable
Pension prepayment

Prepayments and accrued income
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1993
£000

12,040
803
179
498
203

e gt

13.724

1992

13,452
342
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(xiv) Coash and cash equivalents

made i advance of Sheyt
xwr»Wﬁmmm;bemf £249.000 of whach falis duc after oore ghan

An anakys of amounts shown an the balance sheet and changes dunng each vour 15 as 10laws

Balances:
Cash at bynk and in hand
Bank ovirdrafts

Change in year:
Cash 2t barik and in hand
Bank overdrafls

FROOFFARR 10 the proit anid foss
ane vear {1691 £253. 0K

The movement in cash and cagh equivalents dueing the year comprisgs:

At 1st April

Net cash outfiow/{inflow) before adjustments for the effect of
foreign exchange rate changes

Effect of foreign exchange rate changes

At 31st March

{xv) Creditors: amounts falling due within one year

Al 31st March 1991 and 31st March 1992 these comprised:

Current instalments due on bank loans {see note (xvii} below)
Bank overdrafts

Bills of exchange payable

Trade creditors

Current corporation taxation

Other taxation and sotial security costs

Other creditors .

Accruals

The bank overdrafts are secured by first fixed and floating charges over the Group's assets,

{xvl) Creditors: amounts falling due after more than one year
At 315t March 1991 and 31st March 1992 these comprised:

Overseas taxation
Loans (see note (xvii) below)
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year ended 31st March
1988 1989 1940 1991 199
£000 000 £000 £000 LOX
ns3 1,159 115 ko) by 4,576
{7,228) (2,820 {1.519) {4,000 s
.113) (1,661} {(362) {843) 833
e ———— f————" PTr— po——.—— -} F— -
Year ended 31st March
1988 1959 19590 1991 1692
£000 £000 £0060 £000 £000
(380) 1,046 (1] 2,060 1,361
(2.877) 4,406 1,301 (n,541) 315
{3,257) 5,452 1,299 {481) 1,676
f————— = ST f o ——— Eea—
Year ended 31st March
1988 1989 1990 1991 1992
£0Q0 £ £000 £000 £000
{3,850) {7,113) {1,661) {362) 84N
{3,600} 4,774 279 (756) 1,605
343 678 1,020 275 71
{7,113) {1,661) {362} {843) 833
1991 1992
£000 £000
1.7 2,500
4,060 3,M5
4912 N7
§,692 1nan
264 310
674 792
727 836
3,149 2176
20,228 2,479
R 1992
£000 £000
107 —
33,400 30,900
33,507 30,900
::-—-—Il“ u_‘



{xyidy Loans
Al 305t Mareh 1991 and 305t Marck 2992 Joans campnsed

19497
L0
Not wholly revayable within ive veass:
Bark loan at three per cent above LIBOR per annum, repayabie in two instalments 15,000
of £7.5 milkon on Y2th Sepiember 1997 and 12th September 1938
Thom EMI unsecured subordinated loan note 1998, wnterest free until 1,500

7th September 1992, then at two per cent above LIBOR, repavabie on jst Ociober
1998 or on repayment of the bank loans il earher

Wholly repayable within five years:
Bank loan at 1.5 per cent above LIBOR pei annum, repayable in two instalments per annum 18,250
unti? 31st July 1996

r——

35,150
Less: Amounts due within one yeat (1,750)
33,400
p— =4
The bank loans are secured by fixed and floating charges over the Group's assets.
Amounts due at 31st March 1991 and 315t Match 1892 are repayable as follows:
1991
£000
Bank Jeans:
After five years 17,500
Between two and five years 11,500
Between urne and two years 2,500
31,500
Within one year 1,750
33,250
————
Other loans: after five years 1,900
35,150

bEaK
£

15,000

]agaa

16,500

33,400
{2,500)

30,900

f = =y

1992

15!000
10,750
3,250

29,000
2,500

31,500

]

1,900

E——————

35,400

An analysis of changes in Group loan financing during the three vears ended 31st March 1992 is set out below:

1950 1991 1992
£000 £000 £000
At 15t April — 40,90 35150
New bank loans 45,000 — -
Thom EMI unsecured subordinated loan note 1,900 — —_
Repayment of loans {6,000} {5,750) {1,750)
Al 315 March 40,900 35,150 33,400

(xviii) Deferred taxation

Deforred taxation at 31st March 1991 and at 3ist March 1992 may be analysed as follows:
Not Not
Provided Provided provided provided
191 1992 1951 1992
£000 £000 £000 £000
Deferted taxation:
Accelerated capital allowances 1,444 13] — 1,162
Other timing differences (N 109 — (93
1,437 240 _— 1,069
Lass: losses carried forward (659) (13) —_ -
778 2 r— 1,0A9
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fxix} Other pravisicns
Other provmsions at 3ist Maxch 1997 and 31t March 1932 comprised

Guarantee provisions
Other provisions

{xx} Called-up share capital

At 315t March 1991 and 31t March 1992 the share capital of the Company comprised:

Ordinary shares

Convertible ‘A’ ordinary shares of 10p each
Cumulative convertible participating preferred ordinary shares

of 10p each

Cumulative redeemable preference shares of £1 each
Deferred shares of 10p each

Authotised

1991 1992
£060 £000
457 47

B 8

54 54
20,000 20,000
59 59

1991 pla
£000 £
Blo 890
o6 459

1,02 1,348

Allotred,
galled up and
tully paid

1991 1992
£000 £000
28 28

8 8

44 44

20,000 20,000
59 59

20,168 20,168

20,139 20,139

Changes to called-up share capital since 31st March 1992 are set out in note (ocv) below,

(xxl) Movements on reserves

Movements on the divisional capital account and on the profit and loss account of the Group are as follows:

Balance brought forward
Movements on the divisional capital account

Repayment of the divisional capital account arising on the

Buy-out of the Kenwood division by the Company

from Thorn EMI

Fair value adjustments arising at the time of the Buy-oul

Cost of share 155ues

Exchange rate movemenls
Profit/(loss) for the vear
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Year ended 31st March

1988 1989 1990 1991 1992
£000 £000 £000 £000 £000
21,318 14763 23,90 72 (.00
(4,457) 8563 2,263 - -

— —  (25,4%9) - -

- - 1,046 - -

- - (628) (229) -
(281) (123) 560 {288) )
{1,817) 678  (1,271)  (1,B63)  2.482
14,763 (2,010 101

23,901 n




The cost of the Buy-out of the Kenwood dnason compnsed:

000
Net assets acquired:
Already vested in the pwnershup of the Group
Tangble fixed assets 13.3434
Stocks 163028
Debtars. 14130
Creditom {15,30f)
Deferred taxation {4
AP
Owned by other Thorn EMI comparues:
Land and buaildings 7,000
Metor vehicles 323
730
32,822
Goodwill 24.0_09
56,822
Satisfied by:
Shares allotted 11
Loan note issued 1,900
Cash 34,911
56,822

{xxii) Capital commitments
Amounts contracted for but not provided in the accounts amounted to £1,100,000 (1991 £442,000). Amounts
authorised by the directors but not contracted for were £251,000 (1991: £479,000).

{xxiii) Pension commitments

The Group operates a number of pension schemes throughout the World. The major scheme (which is operated
in the UK) covers the majority of scheme members and is of the defined benefit type. The assets of the main scheme are
held in separate trustee administered funds.

The pension cost relating to the UK scheme is assessed in accordance with the advice of 2 qualified actuary using
the projected unit credit method on the basis of triennial valuations. The scheme commenced on 1st April 1990. In the
period before 1st April 1950 contributions in respect of members were paid to the Thorn EMI fund and in April 1990 the
assets and actual liabilities were transferred to the new scheme.

The assumptions which have the most significant effect on the results of the valuation are those relating to the
rate of return on investments and the rates of increase in salaries and! pensions, A preliminary actuarial valuation was
conducted as at 1st April 1990, using the following principal assumptions:

{&) rate of return on investments of 10 per cent per annum;

(b) rate of salary increases of 7.5 per cent per annum;

{c) futize pensions will be increased at 4 per cent per annum; and
(d) dividends will increase by 5.5 per cent per annum.

The market value of the assets at 1st April 1990 transferred from the Thorn EMI fund to the UK scheme was
£3,221,004. The preliminary valuation as at 1st April 1990 disclosed an actuarial surplus of £650,000 arising on the asset
transfer. This has been incorporated in the balance sheet as a pension scheme prepayment and has been reduced by a
contribution holiday in the period to 1st January 1992, At 31st March 1992 the prepayment had reduced to £283,000.

The mast recent actuarial valuation at 30th September 1991, which used the same principal assumptions as the
preliminary actuarial valuation, showed the scheme was, on the basis of the actuarial assumptions used, fully funded
with a market value of the fund assets being £3,454,272.

The introduction of the Social Security Act 1990 means that all defined benefit pension schemes will have lo
provide pensions that increase by the lesser of the charige in the retail prices index and five per cent per annum. This
legislative change is expecied to take effect in the near future, The additional cost to the Group of complying with the
expected changes to the legislation would be appreximately £30,000 per annum.
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(xxiy: Centingent labilites

Toe Group has ssued guarantees ko Overseds baxiks aSANST Group COmpames overdratts anst agvances aling
£5,738,230 (1951 £5,720.651)

The Group has ssued guaraniees (o HM Customs & Exase for sums due totaling £220 000 &t 31st March 1990
1935 £200,000).

The Group has 2 maxymum patentil Tabality of £250,000 concerung an earh ferminaion pavment 10
d:stributor. Provision has been made for £100,000 of this maamum potennal habiliv at 31st March 1992, bewng the
amount of this habilry which the directors beheve will crystathse,

There 15 a contingent liability relating fo a lease assigned to a thard party whach may revert 102 group COmMpanY
The directors believe that the likelihood of this 1s remote and therefore no provisian has been made 1n the accounts.

As referred to 1 note 6{xx) above, at 31st March 1992 there were unprovided cumulative dividend arrears ol
£1,061,300.

(xxv) Subsequent events

On 16th June 1992 pursuant to resolutions of, as appropnate: the shareholders of the Companyi
the directors; the option holders under the Kenwood Buy-out Share Option Scheme; and the warrant holders; all as
referred to in sections 1(h) and (i) of Part 3, conditionally upon the London Stock Exchange agreeing to admut the whole
of the ordinary share capital of the Company, 1ssued and to be issued, to the Official List and such admussion becorming

effective on or before 9th July 1992
() the warrant holders exercised their warrants to acquire 164,252 ordinary shares at pari
{b) the option holders exercised their options to acquire 28,985 ordinary shares at par;

(¢) each convertible ‘A’ ordinary share of 10p each and each cumulative convertible participating preferred ordinary
share of 10p each was converted into ordinary shares;

(d) all of the issued 20,000,000 cumulative tedeemable preference shares of £1 each were converted into 467,840
ordinary shares of 10p each and 19,953,216 ‘A’ deferred shares of £] each;

{e) all of the issued 586,956 dejerred shares of 10p each and all of the 19,953,216 ‘A’ deferred shares of £1 each
arising on conversion of the cumulative redeemable preference shares of £1 each were purchased by the
Company, both for the total consideration of one penny, the nominal value of such shares, £20,011,912, being
transferred to a capital redemption reserve; and

(f) it was resolved to undertake a 14 for 1 scrip issue of ordinary shares by utilising an arnount of £2,048,211 of the
capital redemphion reserve,

Immediately after Admission, the authorised and issued share capital of the Company will be as follows:

Allotted,

called up and

Authorised fully paid

£ £

Ordinary shares 20,167,574 3,668,196

Yours faithfully

Ernst & Young
Chartered Accountants
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Part 5 — Additional information

Ins thus Part 5 the foliowing defiratons apply:
rshares”™ or “ordimnary shares”  the ordinary shares of 10p each m the caputal of the Compsm both ssued and 10 be

1ssued
s +4* ordinary shares” the converhble "A’ Ordinary shares of 10p each mn the caputal of the Company
*preference shares™ the Cumulative Redeemable Preference shares of £1 sach 11 the capital of the Company
#preferted shares” the Cumulative Convertible Partiapaung Preferred Ordinary shares of 10p each in the
capital of the Company
“deferred shares” the Deferred shares of 10p each in the capital of the Company
# +p’ deferred shares” the *A' Deferred shares of £1 each in the capital of the Company ansing on the
conversion of the preference shares
" Admission” admission on ot before 9th July 1992 of the whole of the ordinaty share capital of the

Company issued, and now being issued, to the Oifical List of the London Stock
Exchange by the making of an announcement by the London Stock Exchange mn
accordance with Rule 520 of the Rules thereof

the “Buy-out Scheme” the Kenwood Buy-out Share Option Scheme adopted by a resolutien of the directors on
and November 1990 {as amended)

the “Executive Share Schemes” the executive share option schemes described in section 6{¢) below

the “Kenwood Pension the pension scheme deseribed in section 13 helow
Scheme”
the “Sharesave Scheme” the employee save-as-you-earn share scheme described in section 6(b) below
the "Act” the Companies Act 1585 (as amended)
“*Pink Application Form” the application form for use in connection with the special arrangements for employees

deseribed in section 7 below

1. The Company

(2) The Company was incorporated in England 2..d Wales on 30th May 1989 with registered number 2390006 under
the Act as a private limited company with the name Cabinhope Limited. On 20th December 1989 the name of the
Company was changed to Kenwood Appliances Limited. The Company was re-registered as a public company on 26th
May 1992 witis the name Kenwood Appliances plc. The Company's registered office and prinapal place of business is al
New Lane, Havant, Hampshire PO 2NH,

(b) The Company was incorporated with an authorised share capital of £100 divided into 100 ordinary shares of £1
each of which two were issued at par.

(c) By resolutions passed on 31st August 1989 the authorised share capital of the Company was increased by £49,900
to £50,000 by the creation of 499,000 ordinary shares and the 100 ordinary shares of £1 each were sub-divided into 1,000
uvrdinary shares, On 31st August 1689, 198,392 ordinary shares were allatted at a premium of £1.70 each. The issued
share capital then consisted of 198,412 ordinary shares.

{d) By a special resolution passed on 7th September 1389 the authorised share capital of the Company was increased
from £50,000 to £15,155,486 by the creation of 15,000,000 preference shares, 1,000,000 preferred shares and 54,860 "A’
ordinary shares. 56,250 of the unissued ordinary shares were re-classified as ‘A’ ordinary shares. On the same date
15,000,000 preference shares and 111,110 ‘A’ ordinary shares were allotted at par, 1,000,000 preferred shares were
allotted at a premium of 90p each and 55,556 ordinary shares were allotted at a premium of £1.70 cach. The issued share
capital then consisted of 15,000,000 preference shares, 1,000,000 preferred shares, 253,968 urdinary shares and 111,110
*A’ ordinary shares.

{e} On 1%th March 1990, 6th April 1990 and 8th june 1990 a further 19,840, one and 3,969 ordinary shares
respectively ware issued at a premium of £1.70 each.

{fy By a written resolution signed on 19th March 1991 the authorised share capltal was increased by £5,012,388.30 1o
£20,167,874.30 by the creation of 5,000,000 preference shares, 96,618 preferred shares and 27,265 ordinary shares. 560,386
preferred shares and 26,570 A’ ordinary shares were converted into 586,956 deferred shares, On the same date 5,000,000
preference shares were allotted at par. The issued share capital then consisted of 20,000,000 preference shares, 439,614
preferred shares, 84,540 "A’ ordinary shares, 277,778 ordinary shares and 586,956 deferred shares.

(g) Pursuant to a resolution of the directors passed on 25th May 1992, the Company adopted the Employec
Incentive Schemes described in section 6(a) to {d} below:

(h) Pursuant to a resolution of the directors passed on 16th June 1992

(i) in satisfaction of the exercise of options granted under the Buy-out Scheme, the directors allotled 28,985
ordinary shares conditionally upon Admission;
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(1, [ sanctacton oF the subsonphon b earrant holders tor ordinan shates an accordance waith the torms 1 2
share warrars imstrumers dated Tth Seprerper 3959 cay amended and & shar Wawa WMSTRIRET: Gated
19th March 1997 ias armended . the directovs allotted 47 633 and vo ¢1b ordnan shares condimonath wpon
Adpssion

i1j. Pursnan? to 2 speaal reselution ¢} the Cotpany passed on 26th June 1992 1t was resalved condinozall npon
Admussion

(s} to redesignate 19,953,216 of the preference shares as 19,933,216 ‘A Jeferred shares, having the same nghts
and restnichons as the exisang deferred shares, and to sub-dnade and redesignate 40,764 it the preterence
shares as 467,640 ordwnary shares;

{1i) to authorise the Company to enter into condibonal purchase agreements n atcordance with sechon 164 at the
Act for the off market purchase of 58,956 deferred shares gach frora Candover Investments and others and
Thorn EMI for one penny and 2 maxxmum of 20,000,000 *A” deterred shares from Candover Investments and
others for one penny on the terms of the purchase agreements, the nomnal value oi such purchased shares
being transfesred to a capital redemption reserve. The authonty conferred 15 to axpire on 9th July 1992;

(iti) immediately following the implementation of the matters in paragraphs (1} and {ii) above, to subdunde and re-
designate all of the authorised ‘A’ deferred shares and 1o redesignate all of the anthonsed deferred shares as
ordmary shares to rank par: passu with the existing ordinary shares n the capital of the Company;

(iv} to redesignate the 439,614 preferred shares x5 439,614 ordinary shares;
{v) te redesignate the 81,540 ‘A" ordinary shares as 84,540 ordinary shares;

(vi) to capitalise the sum of £2,048,211.20 standing to the credit of the Company’s capital redemption reserve by
paying up in full 20,482,112 unissued ordinary shares to be allotted credited as fully paid on the basis of 14
new ordinary shares for each existing ordinary share held by the ardinary shareholders on the register on 16th
June 1992 or which would be held immediately after implementation of those matters referred ton paragraphs
), (i), (i), (iv) and (v) above and the exercise of the options issued under the Buy-out Scheme and the
subscription for ordinary shares by warrant holders in accordance with the terms of the share warrant

instruments dated 7th September 1989 (as amended) and 19th March 1991 (as amended) having become
unconditional;

{vii) to amend the memorandum and adopt new articles of association of the Company;

(vili) to authorise the directots generally and unconditionally to allot relevant securities (within the meaning of
section 80 of the Act) up to an aggregate nominal amount of £4,761,052.50, such authority to be limz..J to the
allotment of 164,251 ordinary shares to the warrant holders referred to in section 1(h) abowve; 20,482,112
ordinary shares pursuant to paragraph (vil acove; 14,736,842 ordinary shares to Schroders pursuant to the
terms of the Offer Agreement referred to in section 12 below an further ordinary shares up lo a maximum
nominal amount of £1,222,732, such authority to expire on the earlier of 15th june 1993 or the conclusion of the
annual general meeting of the Company to be held in 1993, but soas to enable the directors to allot relevant
securities (as defined in the Act) after such date in pursuance of an offer or agreement entered into prior 1o
such date, such authority to be in substitution for all existing authonties granted to the directors in respect of
the alfotment of relevant securities; and

{ix} to empower the directors to allot, in pursuance of the authority referred to in paragraph (viii) above, equity
securities (within the meaning of section 94 of the Act) for cash in respect of rights issues to deal with fractions
and overseas restrictions; the allotment of ordinary shares on the exercisc of the warrants, the capitahsation
issue and the allotment of shares to Schroders referred to in paragraph {viii) above and the allotment of a
further nominal amount of £183,409 ordinary shares otherwise than in accordance with section 89 of the Act,
such authority to expire on earler of 15th June 1993 or the conclusion of the annual general meeting of the
Company to be held in 1993, but 50 as to enable the dizectors to allot equity securities after such date in
pursuance of an offer or agreement entered into prior to such dale.

(i) Immediately foliowing the Ofier, the authorised share capital of the Company will be £20,167,874.30 diwided into
201, 678,743 ordinary shares, of which 36,681,962 will be issued and fully paid. A maximum of 1,834,095 ordinary shares
{representing 5 per cent of the issued share capital of the Comnpany immediately following Admission) will be reserved
for issue in respect of options granted or to be granted under the Employee Incentive Schemes during the next five years.
163,162,683 ordinary shares, representing 80.9 per cent of the authorised share capital, will remmin unissued and
unteserved. No issue of shares will be made by the Company which would effectively alter its control or the nature of its
business without the approval of the Company in general meeting,

(k) Except pursuant to the Offer, or in connection with the Employee Incentive Schemus, no malenal issue of shares
(other than to shareholders pra rata to their shareholdings) will be made by the Company within one vear of the date of
this document without the prior approval of the Company in general meeting

(i Save as disclosed in this document, no share or loan capital of the Company or any of its subsidiaries has, within
the three years before the date of this document (or the date of Incorporation of the relevant company if later) been issued
or agreed to be 1ssued or is now proposed to be issued (in any such case other than by way of intra-Group issues by
wholly owned subsidianes) fully or partly pnd either for cash or for a consideration other than cash and, save as
disclosed in section 12 below in connection with the Offer, no commissions, discounts, brokerages or other special terms
have been granted by the Company or by any of its subsidiaries in connechon with the sale or issue of any share ur loan
eapital of any such company.
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{m} Except pursuant to the Ofter, o i connecion szth the Frplovee Intentve Shemer no share o1 foan capialor
the Company oz ans subsidiary 1s proposed to be assued or 25 mader dpaan o has been apreed  conditionatiy o
uncondinonally, 10 be put uader epoon

{n} The crdinary shares 1o 1ssue are. and those 10 be sssued will be. an regsterad torm

{0} The provisions pf secton B%1) of the Act whadh, {to the extent not hsapplied pursuant ta section 93 of the Acti,
confer on shareholders nghts of pre-empnon mn respect of the allotment of equity secunnies pwithin the meamng o
secuion 94(2) of the Act) which are, or are ta be, wholly or partly paid apan cash, apply 1o the balance of the authansed
but urussued share capual of the Company. As set out in paragraph {i)iix) above, a specal resolution granhng
drsapphication pursuant ta secbon 95 of the Act was passed atan extraordinary general meeting of the Company held an
16th June 1992 and will become effective upon Admission in respect of the allotment of 2 nomunal amount ot £183,409
ordnary shares (sepresenting five per cent of the Company’s issued shares); the allotment of shares pursuant to the
capital reorganusanon and the Gfier and in respect of nghts issues to deal with fractans and overseas restnctions

2. The Group's activities
The Company is 2 holding company and its subsidiaries are set out in the table below, Each of them 1s unless
otherwise stated, wholly owned,

jssued share

capital Country of
Name Activity (fully paid) incorporation
Kenwood Limited Manufacturing and sales £50,000 England & Wales
Kenwood International Limited Intermediate helding company o England & Wales
Kenwood Marks Limited Licensor of intellectual property  £2 England & Wales
Kenwood Appliances (Australia) PTY Sales and marketing Aus51,450,002 Australa
Lid
Kemwood ApS Limited Sales and marketing DKK1,000,000 Denmark
Kenwood Holdings SA* Intermediate holding company FFr 16,825,200 France
Kenwood France SA® Sales and marketing FFr 500,000 France
Newlane Holdings Limited Intermediate holding company NZs10 New Zealand
Kenwood Appliances Limited Sales and marketing NZ51,000,000 New Zezaland
Sodaflo Prinks Limited Dormant NZ$63,000 New Zealand
Kenweod Appliances (Singapore) PTE  Sales and marketing ss2 Singapore
Limuted
Kenwood Home Appliances PTY Sales and marketing R40,000 South Africa
Limited
Kenwood Appliances Inc, Sales and marketing U5525,000 USA
Kenwood Manufacturing GmbH Sales and marketing A.Sch 500,000 Austria
Kenwood Appliances (Ireland) Limited  Sales and marketing [RE2 ireland
Kenwood Appliances (HK) Limited Sales and marketing HKS1,000 Hong Kong
Kenwood Trustees Limited Trustee company £ England & Wales

* The Company owns, through intermediate holding companies, 99.6 per cent of the issued share capital of Kenwood
France 5A and over 99.9 per cent of the issued share capital of Kenwood Holdings 5A.

+The abo-e list of subsidiaries, with the exception of Kenwood Truslees Limited, are those which are consolidated in the
Accountants’ report in Part 4.

Save for the companies listed below, all subsidiary undertakings have their registered address at New Lane, Havant,
Hampshire PO9 2NH. The registered address of Kenwood Holdings 54 and Kenwood France SA is 13 Rue du Pont des
Halles, 94150 Rungis; the registered address of Newlane Holdings Limited, Kenwood Appliances Limited and Sodafio
Drinks Limited is 560 Rosebank Road, Avondale, Auckland 7; the ragistered office of Kenwood Appliances (Australia)
PTY Ltd is Level 24, 135 King Street, Sydney, New South Wales 2000; the registered office of Kenwood ApS Limited is
Brogrenen 6, 2635 Ishoj; the registered office of Kenwood Appliances (Singapore) PTE Limited is 66 Tannery Lane, 03.07
Sindo Building, Singapore 0617; the registered office of Kenwood Home Appliances PTY Limited is 28 Blumberg Street,
Industria West, Johannesburg; the registered office of Kenwood Manufacturing GmbH s 2355 Wr, Neudorf, 12 No-5ud,
Strasse 2a; the registered office of Kenwood Appliances (Ireland) Limited is Unit 37, Carmar Hall Road, Sandviord
Industrial Estate, Dublin 18; and the registered office of Kenwood Appliances (HK} Limited is Room 701, Golden Gate
Commerdial Building, 136-138 Austin Road, Tsimhatsui, Kowloon. The priacipal place of business of Kenwood
Appliances Inc. is 136 Halsey Road, Parsippany, New Jersey 07054.

3. Memerandum and articles of association

(2) The memorandum of association of the Company provides that the Company’s principal object is to carry on
business as a holding company. The objects of the Company are set out in full in clause 4 of the memorandum of

association.
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iby ke art s of assesaton of the Compant LRI Prawnns TS ERIE RS R AR AR g

{it Yoting

Subect to disentranchisemer: i the event 02 ren-complance With & ST ROLC TERITH shimrdarre ot
pepehsal ownerstup and sykyect 10 a0t SPETIA’ HEAMS A by VOIRE 03 which am, shares man e held e suh
shares currently bemng in issue), eveny member Qresent I Persprata generai meeting shail on ashow o haniis
have one vote and every mamber present 1n petanor by prosv shall ara pall have one Yoiw 10 oven share !
which he ts the holder

(ii) Variation of rights

Subject to any nghts attached to the existing shares, anv sew shares in the Company mav be issued with such
special nghts or restnctions as the Company muv itiim b7 - & time by ordinary resalunor determing. ot 3 po
such determinahon 1s made, as the board of director: ut the Company tthe *Board”) shall determne Al or
any of the nghts attached 10 any class of shares in the Company may be vaned or abrogated i such matmer as
may be provided by such nights, or in the absence of any such provision, either with the consent i wnbing ot
the holders of at jeast three-quarters of the nominal amount of the 1ssued shares of that class or with the
sanction of an extraordinary resolution passed at a separate meeting of the holders of the issued shares ot that
class vahdly held in accordance with the provisions of the articles. Any such separate moenng shall be
canvened and conducted 1n all respects as nearly as possible in the same way as a general meeung ot the
Campany , except that the quorum shall be two persons present in person holding or representing tw proavat
feast one-third in nominat value of the 1ssued shares of the class (the quorum atany adjpurned meeting i wo
persons holding shares of the class who are present in person ar by proxy) and a poll may be demanded by am
member present in person or by proxv and entilled to vote at the meething

{iii) Alteration of capital

The Company may by ordinary resolution increase its share capital, consohdate and divide all or anv ot ats
share captal into shares of a larger amount than its existing shares, sub-divide 1ts shares or anv of them into
shares of a smaller amount, or cancel any shares which, at the date ot passing of the resalution, have nat been
taken or agreed to be taken by anv person. The Companyv may by special resolution reduce s share capstal,
any capital redemption reserve and any share premium account, in any wav. The Company mav by ordmary
resolution convert any fully paid shares into stoch and re-convert any siock nto fully pad shares of any’
denomination.

(ivl Transfer of shares

The instrument of transfer of a share shall be in writing in any usual farm or such other lorm approved by the
directors executed by or on behalf of the transferor and, it the cast of a transfer of a share which 1s not jullv
paid, by or on behall of the transferee. The directors may, in their absolute dascretion, and without assiming
any reason therefor, refuse to register any transfer which is { .. m respect of a share wiuch is not tully paid, tbs
in respect of a share on which the Company has a Lien, (6) in respect of more than one class ot shares (dyin
favour of more than four joint transferees, {e) whick is not duly stamped (if so required), (15 not delivered for
registration to the registered office or such other place as the diectors may determing agccompanied by the
share certificate for the shares to which it relates (or such other evidence as the directors may Teasonably
require to prove the title of the transferaq) of (g} in respect of shares held by a member whe has ladled to
comply, in accordance with the articles, with a statutory nolice requiring disclosure as to the benehaal
ownersii ot such shares.

{v} Directors

{aa} The remuneration of the directors for their services as such shall be determined from time to time by the
directors but shall not exceed the sum of £163,000 per annum or such greater sum as the Company may by
ordinary resvlution from time to time determine. In addition, the directors are entitled to be reimbursed
for all reasonable expenses incurred in connection with their duties as diregtars, meluding attendange al
the directors’ meehings, meetings of commttees of the ditectors and general meetings ol the Company
Any director who, by request, goes or resides abraadl or perlorms speaial services tor the Compan' may
receive such reasonable additional remuneration therelor as the directors may determine A director may
be appointed by the directors to hold any employment or executive office with the Company tor suci
period (subject 1o the provisions of any relevant legislation), upon such terms and at such remuneration
{which may be in addition 1o or in lew of his remunerabion as a director) as the directors mav determung

(bb) A director shall be capable of being appointed or re-clected a director despite having attained the age of 70
or anv other age and shall nol be required to retire by reason of his having attmined anv particular age and
section 293 of the Act {relating to the appointment and retirement as directors of persons who are aged 70
or over] shall not apply.

{cc) The directors may, on behall of the Company, exerase all the powers of the Company: to provide pensions
or other retirement or superannuation benetits and to provide death or disability benefits or other
allowances or gratuiaes {by insurance or otherwise) for any person who is or has at any time been 3
director of the Company or any company which 15 a subsidiary of or allied 1o or associated with the
Company or any such subsichary or of any predecessor in business of the Company and for anv membet
of his famuly gr.cluding a spause or tormer spouse o7 dependant ar any person wha is or was dependent
on him).
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143} Proaded the dyectars are rothied of fus Jnterest in any such armangement

{1y a direstar mavy

{23 2 director may hold any

(31 a director shall not be liable to a

{ee) A director shall not vote and shall not be counted in the quorum
resolution concerning any contract, arrangement, transaction o pro

his interests in shares or debentures or other securities of, or otherwise in or £

enter mnto or ptherwise be mterested m anv COMATACT, ATTARGEMETE 1TANSATUOD 0
propesal with the Company o711 whch the Compant 1s otherwise interested erther o regard W
tenure of any office or place of profit or as vendor. purchaser or otherwise,

other office ar place of profit ander the Company taxcept that of ayditor ay

auditor of any subsidiary of the Company) in conpunchen with the office of dwrestar and mav ast by
and 1n any such gase on such

fumself or through his firm in 2 professional capaaity 1o the Company.
terms as to remuneration and otherwise as the dectors may arrange, eitheran addition to or in hew ot
any remuneration provided for by any other arhicle; and

ccount to the Company for any profil, remunerahon or anv othet

benefit realised by any such office, employment, contract, 2ITanEEment, transachen or praposal and

no such contract, arrangement, transachon or proposal shall be avmded on the grounds gt oy such
snterest or benefit.

at 2 meeting of the directors on any
posa! te which the Company 1 0F IS 10
tly {otherwise than by virtue of

be party 2nd i which the director is materially interested directly or ndirec
hrough, the Company). The

prohibition does not apply to any resclution which relates to:

which the Company

¢hh) The Compatiy may by ordinary

(1) the giving to him of a guarante¢, security or indemnuty in respect of money lent or chhganons
incurzed by him at the request of or for the benefit of the Company or any of its subsidiaries;

(2) the giving toa third party of a guarantee, security or indemnity in respect ni a debt or obligation of the
Company or any of its subsidiaries for which he has assumed responsibility in whole or in part and
whether alone or jointly with others under & guarantee or indemnity v by the giving of security;

(3) any contract, arrangernent, transaction or proposal concerning an offer of shares ot debentures or
other securities of the Compamy or of any of its subsidiaries for subscription or purchase in which
offer he is or is to be interested as a participant in the underwriting or sub-underwnting thereof;

(4) any contract, arranpemsnt, transaction or proposal to which the Company is or is to be a party
concerning any other company in which he is interested, directly or indirectly, and whether as an
officer, sharcholder, creditor or otherwise, provided that he s nat, directly or indirectly, the holder of
or benef:cially interested in (subject 10 certain exemptions) one per cent or more of any class of equity
share capital or of the voting nghts of any such company and provided he cannot cause one per cent
or more of such voting rights to be cast at s discretion;

or proposal concerning the adoption, modilication or
opcration of a pension fund, retirement, death or disability bepeiits scheme or 2 personn} pension
seheme under which he may benefit and which either has been approved by or is subject to and
conditional upon approval by the Inland Revenue for taxation purposes or which relates both to
employees and directors of the Company” or any of its subsidiaries and does not accord to any director
as such any privilege or advantage not accorded to the emplovees to whom such fund or scheme

reiates;

{6} any contragt arangement, transackon or proposal for the be
any of its subsidiaries under which the director benefits in a si
does not accord to any director as such any privilege or advantage not

whom it relates; and

{5) any «<¢atract, arrangement., transaction

nefil of emplovees of the Company or
milar manner to employees and which
accorded to the umployees ta

(7) any contract, arrangement, transaction or propnsal concerning the purchase or maintenance of any
insurance policy under which he may benefit,

A director shall not vote or be counted in the quorum on any resolution of the directors concerning his
own appointment as the holder of any office or pluce of profit with the Company or any other company’ in
is interested or any variation in terms of such appointment. Where propasals are
under consideration concerning the appointment of two or more directors to offices or places of profit with
the Company or any other company in which the Company Is interested, a separate resolution may be pul
in relation: to each director and in such case each of the directors concerned shall be entitled tovote {and be
counted in the quorum) in respect of each resalution except that concerning his own appointment, unless
otherwise debarred by the articles,

It any question shall arise at any meeting as to the materiality of the interest of a director (other than the
chairman's interest) or as 10 the entitlement of any directar {othet {han the chairman) to vote or be counted
in the quorum and such question is not y walved by his volunrarily agreeing 1o abstaln from voting or
being counted in the quorum, such question shall be referred to the chairman of the meeting and his
ruling in refation to the director concerned shall be final and conclusive. In the event of any such question
relating to the chairman not being resolved by the chairman voluntarily agreeing to abstamn from voting or
being counted in the quorum, such question shall be decided by resotution of the directors present at the
raeeting (excluding the chairman), whose majority vole shall be final and conclusive.

resolution suspend or relax the provisions referred to In paragiaphs (dd)

to {gg) abave to any extent o7 ratify any transaction not duly authorised by reason of a contravention of the

same.
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(i There (s oy, shareholding qualficaben tor directars

{in- A2 each annuay peneral Meeung, cne-third o4 the directars who are subled! t rehrement b, mdanon car it
\hess number 15 not thvee o a wutnple of three the number nearest 1 bt net exceeding, ane-Hd tag in
anv event enel shall revre from effie by rotahon The chayman. an depun charman am Taragns
director and any other awectar for the time being holding executive oftice pursuant o Artwie T4 are nM
subgect ko reiremeni 0y rotancn

fkkj Unless otherwise deterouned by the Company br ardinarv resoluton, the aumber of directars of the

Company stall not be fess than twu but shall not be subject to any maximuin

(vi} Borrowing powers

The Company may borrow or raise by any means jincluding but not hmited 10 the seue of secunties) Woney
for the purposes of or in connection with the Company’s business. The Board may exetase all the powers Of
the Comp>nv to borrow money and to mortgage o charge all or any part of the undertaleng, Proper , assets
and uncalled caysital. Subjecs to certain provisions it may also1ssue debentures and other securines The Board
shall restmct the borrowings of the Company and shall, \nsofr as it can, exerase all vonng and other nghts o
powers of control in refation to the Company”s subsidianes s that the aggregate principal amount outstanding
of moneys bonowed by the Group (excluding inter company borrowing and cash deposited; shall not, withcut
canction of an evdinary resoiution, exceed a sum equal to two times the adjusted total of caputal i reserves
(a5 caleulated in the manner set out in the Company's articles of association)-

{vi#} Provision for er oloyeds

The diresiars can exercise pliy pawer conferred on the Company by the Act to provide for the beneht of any
person employed or formwsly emploved by the Company or any of 1ts subsidiaries (pr any member of s
family, including spouse OF Jormer SpoUse Or FErson who is or was dependent on him)m conneciton with the
cessation or transfer to any person of the whole or part of the undertaking of the Company or that subsichary.

{viii} Untraced shareholders

Subject to various notice requirements, the Company may sell any sharesin the Company of a member who 1§
untraceable if, during a period of not less than 12 years, no chegue, order or warrant (relahing to at least three
dividends) addressed to such person {or other person entitled) has been cashed and no communication has
been received from that person in his capacity as membur or person entitled by transmission or other person
entitled.

{ix) Dividends

The Company may from time to time by ardinary resolution declarz a dividend to be paid to the members,
according to their respective rights and interests, of the profits of the Company, but no dividend shall exceed
the amount recommended by the directors, The directors may declare or pay such intenm dividends
tincluding any dividend pavable at a fixed rate) as appears to be justified by the profits of the Company
available for distribution. Except as otherwise provided by the rights attached to shares, all dividends shall be
declarad and paid according to the amounts paid up on the shares in respect of which the dividend is paid, but
no amount paid up on a share in advance of a call shall be treated as paid up en the share, and all dividends
shall be apportioned and paid proportionally to the amounts paid up on the shares during any period in
respect of which the dividend is paid. Al dividends unclaimed for a period 12 years after having been declared
are forfeited and cease to remain owing by the Company.

{x} Distribution of assets on a winding up

On a voluntary winding up of the Company’, the liquidator may, subject to dbtaining any sanction required by
lawe, divide among the members in kind the whole ar any part of the assets of the Company and whether or not
the assets shall consist of property of one kind and for such purpose may set such value as he thinks fair upon
any one or more class or classes of property and may determine on the basis of such valuation and I
accordance with the then existing rights of menbers how such division shall be carried out as between
memburs or classes of memters. The liquidator shall not, however, (save with the consent of the member
concerned) distribute to a member any asset to which there 1, attached a lability or potential hability for the
owner.

Directors’ and other interesis

() Disregarding any allocation of ordinur shares which may be made to directors pursuant o applications made by
them under the Public offer, the interests of the directors in the shares (all of which will appear in the register mamtained
under section 325 of the Act} will, immediately foliowine the Offer, be:

Numbe of shares Parcentage of

Beneficial Non-beneficial share capital
T.P. Beech 238,080 -_ 0.6
G.D. Fairservice —_ - —_
G.E. Fridiington 380,952 —_ 1.0
F.M. Harrison - - —
P.R. Hotston 380,952 — 1.0
M.]. Lapham 380,952 - 1.0
H.G. Maurgue — s -
T.C. Parker 761,904 — 21
IR, Taylor 230452 —_ 1.0
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The number of shares showr. abave foes not include shares in which G D Fasrseevice will becarse mterested 253 rosul
of the distribution that Candover Partners Limited will make to limuted partners of a liited partnerstup o0 which 26 1he
general partner Under the tarms of the himited parmership. such distnbution must take place withan e nonths o
Admussion. G.IJ. Fairservize is one of the beneficiaries of trusts which hold 19.5 per cent of the unzts in @ wunt s which
will, following the above distributon, iiself hold approximately 437,433 shares in ats partiols
H. G. Mourgue intends to apply for 3,500 ordinary shares and F. M. Harrison intends to apply tor 700 ordinars ~hares in
the Emplovee prionity offer.

T. P, Beech is being invited ta apply for the grant of options urder the Executive Share Schemes whuch it 15 expected
will result 1n him being granted options over 140,350 ordinary shares at an exercise price of not less than the Ohter price

In respect of Kenwood France 5A and Kenwood Holdings SA, certain of the directors of the Company and certain
employees benefiaally own shares representing an aggregate of less than one per cent of the issued share capital of each
company.

Save as referred to above, ne director has any interest in the share capiral of the Company, or of any of its
subsidiaries,

(b} Save as disclosed below, the directors are not aware of any person who, directly or indirectly, has an interest in
the Company which will represert three per cent or more of the issued ordinary share capital of the Company
immediately following the Offer:

Shareholder Number of Percentage of
ordinary shares ordinary share capital

Candover Partners Limited 7,026,816 19.2

Nahona! Westminster Bank Plc* 1,399,218 3.8

*These ordinary shares are subject to the put and call options with the ESOP Trustee, as deseribed in section 6(e) below.

The number of ordinary shares shown above in respect of Candover Partners Limited reflects the holding a2 the ime
of Admission, that is before the distribution that Candover Partners Limited will make to limited partness of limited
parinerships of which it is the general partner. Under the terms of e limited partnerships, such distribution must take
place within three months of Admission. ‘

() There are no c.atstanding loans granted by any member of the Group to any of the directors, nor any guarantees
provided by any member of the Group for the benefit of any director.

(d) Since 31st March 1991 no director has had any interest in any transaction which is or was unusual in jts natare nr
conditions or significant to the business of the Gioup and which was effected by any member of the Group either in the
financial period since 31st March 1991 or during an earlier period and which remains in any respect outstanding or
unperformed.

5. Directors
() The names of the directors and their respective functions within the Group are set out in Part 2.

(b) The following directors have entered into service agreements with the Company, the principal terms of which
are as follows:

(i) Agreement dated 7th September 1989, as amended by 2 letter of variation dated 16th June 1992, between
T.C. Parker and the Company pursuant to which T.C. Parker is employed as chief executive of the Company
for an injtia! term of two years from 7th September 1989 and thereafter subject to termination either by the
Company giving T.C. Parker twa years' written notice of termination oz by T.C, Parker giving the Company
one year's written notice of termination, T.C. Parker's current salary is £135,000, subject to review each July
and the pext review will be in July 1993, T.C. Parker is also entitled to an annu J banus at the discretion of the
remuneration committee of the board of directors.

(i) Agreement dated 7th September 1989, as amended by a letter of variation dated 16th June 1992, between
G.E. Fridlington and the Company pursuant to which G.E. Fridlington is er:ployed fo- an initial term of two
years from 7th September 1989 and thereafter subject to termunation either by the Company gnang G.E.
Fridlingron two vears’ written notice of termination or by G E. Fridlington giving the Company one year's
written notice of termination. G.E. Fridlington’s current salary is £85.000, subject 10 review each July and the
next review will be in July 1993. G.E. Fridington is also entitled to an annual bonus at the discretion of the
remuneration tommittee of the board ef direclors,

(iii) Agreement dated 7th September 1989, as amended by a letter of variation dated 16th June 1992, between I .
Taylor and the Company pursuant to which P.R. Tavlor is employed for an initial pericd of two vears {rom
7th September 1989 and thereafter subject to termination by the Company giving P.R. Tavlor twa years’
written notice of termination or by P.R. Tavlor giving the Company one year's written notice of termination
P.R. Tavlor's current salary is £85,000, subject to review each July and the next review will be in Tuly 1993.
P.R Tavloris also entitled to an annial bonus at the discrerion of the remuneration committee of the board ol

directors.

{iv) Agreemeni dated 7th September 1989, a5 amended by a letter of variation datad 16th june 1992, between P.R.
Hotston and the Company pursuant to which P.R. Hotston is employed for an initial penod of two vears from
7th September 1989 and thereafter subject to termination either by the Company giving P.R. Hotston two
years' written notice of termination or by P.R. Hotston giving the Company one year's written notice of
termination. P.R. Hotston's current salary is £85,000, subject to review each July and the next review will bemn
Juiy 1993, P.R. Hotston is also entitled to an annual bonus al the diseretion of the remuneration committee of
the Loard of dircctors,
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(v} Agreement dated 7th September 1959, as am:nded by aleher of vanation dated Jéth June 1992 benween M
Lapham and the Company pursuant ta *~ruch M] lapham 15 emplaved 107 an jmtal penod o fwis veats
fram 7th September 1989 and thereafter subject to termunanon exther by the Compam giving M | Lapham
" twe years” wntten notce of termunation by the Company or by M.} Lapham pving the Compans' one vear s
writter nohce of termination, M.} Lapham's carrent salary 1s £85,000, subjegt A0 réview eash July and the
next review will be in July 1993 M.), Lapham 1s also entitled to an annuat bonws at the disereniar: of the
remunierabon committee of the board of directors

(vi} Agreement dated 4th May 1990, as amended by a letter of varianon dated Joth June 1992, between T.I Beech
and the Company pursuant to which T.P, Beech is employed for an imitial psuod of two years trom 4th May
1950 and! thereafter subject to termination either by the Company giving T.I>. Beech twp years’ written nolice
of termmahon or by T.P. Beech giving the Company one year's wntten nobce of terminabon. T.P. Beech’s
current salary is £65,000, subject to review each July and the next review will betn July 1993 T.P. Beechisalso
entitled to an annaal bonus at the discretion of the remuneration commuttee of the board of directors.

Further details relating to the directors’ pension entitlements are set put in section 13 below,

‘ {¢} Save as disclosed above, except for contracts expiring or determinable by the employing company without
1 payment or comnensation (other than statutory compensation) within ane year, there are no existing or proposed service
agreements bet 'een any of the directors and the Company or any of its subsidiaries.

(d) The aggregate remuneration paid, including pension fund contributions made and penefits in kind granted, to
the directors during the twelve months ending 31st March 1992 was approximately £629,000. The estimated aggregate
remuneration to be paid including pension fund contributions and benefits i kind to be made or granted, to the
directors by the Company in the current financial vear will be approximately £810,000.

6. Employee Incentive Schemes

(a) The Share Participation Scheme
(i} General
The Share Pa-ticipation Scheme may be operated after the Offer. If the directors of the Company deaide that the
Share Participation Scheme, which has been submitted to the Inland Revenue for approval, will be operated in any
year, the Company and each participating subsidiarv will make payments to the trustee of the Share Participation
Scheme (the *“Trustee™) who will use the funds exther 1o buv shares in the market or to subseribe for them. The
subscriotion price, provided that the shares are Isted on the London Stock Exchange, will be the greater of the
nominal vaiue of a share an the date of subscnption and the riddle market quotation of a share derived trom the
London Stock Exchange Dailv Official List for the dualing day immediately preceding that date.

(ii} Operation

The directors of the Company will decide whether the Share Parhaipation Scheme is to be operated in any vear and,
if 50, the proportion et the Company's profits ol the relevant accounnng period ta be allocated ta it. This mav not
exceed five per cent of the profits of the Company and its partiapating subsidiaries (betore tax and extraordinary
items). The Share Farncipation Scheme may normally be operated only once in respect of any accounting period and
only after the announcement by the Company of its results for that period,

(iii) Eligibility

Full-time (16 hours per weeh) UK employees who have been emploved by the Company or a participating subsidiary
since the beginning of the accounting penod preceding an allocaton of shares will be entitled to participate. The

directors may (within Linmts set by the relevant legistahon) amend these eligibility conditions and may additionally
allow other emploveru who do not meet these conditions to participate in the Share Partwcipation Scheme.

(iv) Allecation

‘The Share Participahon Scheme provides vanous bases of allocation of shares amongst entplavees, The directors can
decide to allocate shares equally, or in accordance with the relative salary, length of service or any other formula
approved by the Inland Revenue. The maximum value of free shares allocated to any partieipant under the Share
Participation Scheme in any tax year may not cusrently exceed the greater of £3,000 and 10 per cent of salary (subject
to a maximum of £5,000).

{v) Restrictions

The Income and Corporation Taxes Act 1988 requires that free shares allocated pursuant to the Share Partiipation
Scheme must be held by the Trustee for a minimum penod of two years after allocation, dunng which they may nol
be dealt with in any way except in certain circumstances such as upon a take-over ot certain recenstructions, or upon
death, reaching the age of 60 or leaving employment because of injury, disability or redundancy. For the penod ol
five vears after allocatson the Trustee must retain the shares unless a participant instructs otherwise, At the end of
that pericd, the shares will be transferred to the participanl automatically,

(vi) Shares

Whilst a partictpant's shares remain held by the Trustee, he will be the beneficial owner of hus shares and he will be
entitled to receive dividends and, through the Trustee, to vole and to participate in righls and capitalisabon 1s5ues in
substantially the same way as other shareholders,

45




(b} The Sharesave Scheme

(c)

{i} General

The Sharesave Scheme 15 a save-as-you-gari: share option scheme and has been submutted tor approval 1o the Jnland
Revenue. To jown the Sharesave Scheme, zn ebgble emplovee must enter N0 a Save-as-you-eam rongract ithe
“Savings Contract”) with an appropnate savings bov approved by the Company, thereby agreemng to make
monthly contributions of between £10 and (currently) £250 for a penod of five vears.

(ii) Eligibility

All full-ume (16 hours per week) UK employees, of the Company and its particpatng subsidianes who were 0
employed on st October 1991 are entitled to be, granted ophions if the Sharesave Scheme is operated at the time of
the Offer. Thereafter, if the Sharesave Scheme Js also operated in future years, full-nme UK employees who have
been employed by the Company or a participating, subsidiary since the beginning of the accounting penod
preceding a grant of oprions will be entitled to purticipate, As with the Share Participation Scheme, the directors may
(within limits set by the relevant legislation) amend these eligibility conditions and may additonally atlow other
employees whao do not meet these conditions to be granted options under the Sharesave Schemie,

(iil) Price of shares

Each eligile emplayee who enters into a Savings Contract as described above will be entitled in considerahon
thereof to apply for an option to acquire shares ata price determinerd by the directors, being not Jass than the greater
of: {1) 80 per cent of the Offer price if options are granted on the first d2.- on which shares are listed on the London
Stock Exchange and prior to the commencement of dealings and therva.eer, if the shares are hsted on the London
Stock Exchange when invitations to apply for options ate issued to emplovees, BO per cent of the muiddle market
quotation (or the average of the middle market quotations) for such shares as derived from the London Stock
Exchange Daily Official List for the dealing day immediately preceding the period of ive days ending with the date
on which invitations to apply for options are issued to employees or, in the case of options granted at any other time,
80 per cent of the market value (as agreed with the Inland Revenue) of the shares on the date such invitations are
issued; and (2) in the case of an option to subscribe for shares, their pomninal amount. The number of shares over
which options may be granted must be limited to that number which may be purchased out of the repayment
proceeds (including bonus) of the relevant Savings Contract.

{iv) Operation

Options may be granted under the Sharesave Scheme during the six week periods following its adoption, its
approval by the Inland Revenue or Admission. Thereafter, further options may normally only be granted under the
Sharesave Scheme within six weeks after the announcemnent by the Company of its results for any period. No
options may be granted more than ten years after the adoption of the Sharesave Scheme.

{(v) Exercise of options

Options will normally only be exercisable for a period of six months commending on the filth anniversary of the
starting date of the related Savings Contract (although the Company may choose to grant options whuch are
normally exercisable on or after the seventh anniversary of the starting date of the related Savings Contract) and if
not exercised by the end of that period will lapse. Options may, however, be exercised earlier than this in certain
specified drcumstances, including death, ceasing employment on account of injury, disability or redundanzy.
retirement on reaching the age of 60, the sale of the business or subsidiary for which the employee works, (with the
permission of the directors) ceasing employment {other than by reason of dismussal for misconduct) where the
option has been held for at Jeast three years, and on reaching 60 without retiring. Early exercise is also aliowed in the
event of an amalgamation, reconstruction or take-over of the Company; alternatively, options may, with the
agreement of the acquiring company, be exchanged for options aver shares in the acquiring company or a company
associated with the acquiring company. Options may also be exercised in the event of the voluntary winding up of
the Company. Options are not transferable and may only be exercised by the persons to whom they were granted or
their personal representatives. Shares will be allotted or transferred within 30 days after the exercise of an option.

(vi) Variation of options

in the event of any capitalisation or rights issue by the Company, or any consalidation, sub-division or reduction of
its share capital, the number of shares subject to any option and the exercise price may be adjusted by the directors
with the approval of the Inland Revenue, subject to the auditors confirming in writing {except in the case of a
capitalisation issue) that such adjustment is, in their opinion, fair and reasonable.

The Executive Share Schemes

(i} General

The Executive Share Schemes are discretionary share option schemes under which the directors can grant options
aver shares in the Company to selected employees and directors, The Na. 1 Scheme has been submitted for approval
by the Inland Revenue, whereas the No. 2 Scheme is an unapproved scheme for the purposes of UK taxation and s
primarily designed for non-UK employees.

(i) Eligibility

All directors and employees who are required to work for the whole or substantially the whole of their working time
(and in any event for at least 25 hours and 20 hours respectively per week in the case of the No. 1 Scheme) for the
Company and its participating subsidiaries are eligible to be nominated for participabion in the Executive Share
Schemes by the directors, but directors and employees, who are within two years (or four years in the case of
discounted ophons or FT-SE Options, see below) of retirement, cannot participate.
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(d)

{iii} Price pf shares

Options granted under the Executive Share Schemes swhich v:ill be granted under seal: wall be exerasable within a
penod of ten years and will enutle partapants to acquire shares at a pree determuned by the directors  being
normally not less than the greater of. (1) the Offer pnce if opnons are granted on the first dav on which shares are
listed on the London Stock Exchange and pnor to the commencement of deabngs and thereatter, 1: the shares ar¢
Lsted on the Londen Stock Exchange, the middle market quotabon for such shares 26 dervad from the London
Stock Exchange Daily Official Lust, for the dealing day immediately preceding the date of grant or, in the case of
options granted at any other time under the No. 1 Scheme, the market value (as agreed wath the lnland Revenue) of
the shares as at the date of grant of the ophons; and (2] in the case of an ophon to subscribe {er shares, thewr nominal
amourt. Options may only be granted at a discount (not exceeding 15 per cent) to the middle market quotation (of
market valae as appropriate} if such options cannot be exercised unless there is a growth in the earnings per share aof
the Company over a five year period sufficient to exceed the growth in the Retail Price Index plus an average of 2 per
cent per annum over that period and certain other conditions are satisfied. Such options are “discounted options”
for the purposes of the Executive Share Schemes, An individual cannot be granted discounited Ophons in excess of 25
per cent o7 all options granted to fum.

tiv) Individual participation

Each individual s partiapation will be limited so that the aggregate market value (judged at the date of grant of
cptions) of shares subject to options granted to hirs under the Executive Share Schemes in any ten year penod will
nut exeped four times his annual remuneraton, However, options over shares having an aggregate market value of
up to a fusther four times an individual’s annual remuneration may be granted to him but those options cannot be
exercised unless there is a growth in the earnings per share of the Company over a five year period sufficient to place
the Corrpany in the upper quartile of the FT-SE 160 index by reference to earnings per share. Such options are “FT»
SE Options” for the purposes of the Executive Share Schemes.

{v) Operation

Options may be granted under the Executive Share Schemes during the six week periods foliowing the adoption of
the Executive Share Schemes, Admission or, in the case of the No. 1 Scheme, the date of approval by the Inland
Revenue. Thereatter, further options may normally only be granted under the Executive Share Schemes withim six
weeks after the announcement by the Company of its results for any period. No options may be granted more than
ten years after the adoption of the Executive Share Schemes,

{(vi) Exercise of options

Options will normally only be exercisable after the expiry of three years (or [ive years in the case of FT-SE Options of
discounted options} from the date of their grant and by a person who remains a director or employee. Options may,
however, be exercised earlier than this in certain specified circumstances, including death, ceasing employment on
account of injury, disability or redundancy, tetirement, the sale of the business or subsidiary for which the employee
works or (with the permission of the directors) if the employee ceases to be employed in other circumstances Early
exercise is also allowed 1n the event of an amalgamation, reconstruction or take-over of the Company; alternatively,
options may, with the agreement of the acquiring company, be exchanged for options over shares in the acquiring
conipany or a company associated with the acquiring company. Options may also be exerarad in the event of the
voluntary winding up of the Company. The exercise of options may also depend upon certain performance targets
being met. Optians are not transferable and may only be exercised by the persons to whom they were granted or
their personal representatives. Shares will be allotted or transferred within 30 days of the exercise of an option.

(vif) Variation of options

In the event of any capitalisation or nghts issue by the Company, or of any consolidation, sub-division or reduction
of its share capital, the number of shares subject to any option and the exercise price may be adjusted by the
directors (with the approval of the Inland Revenue in the case of the No. 1 Scheme) subject to the auditors
confirming in writing that such adjustment is, in theu opinon, fair and reasonable.

Overall Employee Incentive Scheme limits
In addition to limits on an individual's participation in the above schenies, the following overall limnits apply to the

number of shares which may be acquired under the above schemes by way of subscnption:

(i} not mare than the number of shares representing ten per cent in aggregate of the issued ordinary share capital
of the Company on the date of Admission:

(i) m any year not more than one per cent of the issued ordinarv share capital for the ume being of the Company
may be subscribed by the Trustee for the allocation of shares under the Share Participation Schem;

({ii} either in any five year period nut more than five per cent of the issued ordinary share capital or in any three
year period not more than three per cent of the issued ordinary share capital for the time being of the Company
may in aggregate be subscribed by the Trustee o placed under option under the Sharesave Scheme and the
Executive Share Schemes;

(v) within the five per cent Jimit described in sub-paragraph {ifi) not more than three per cent of the issued share
caputal may be placed under option under the Executive Share Schemes;

(+) in any ten year period not more than ten per cent of the issued ordinary share capital for the time being of the
Company may in aggregate be subscribed by the Trustee or placed under option under the Sharesave Scheme
and the Executive Share Schemes; and

{vi) in any ten vear period not mare than five per cent of the issued ordinary share capital for the tirae being of the
Company may be placed under option under the Executive Share Schemes, but this figure excludes FT-5E
Options.




For the purposes of the luruts desenbed an sub-paragraphs tit). (vi tvt and (va) above, optioas wiich lapse 10
accordance wath the nules pf the relevant scheme cease to court The thyee per cent bmit descnbed an sub-patagraph it
above is increased to four per cent Jor any date pocurning before the thud anruversary of the hirst da v on wiadh ophions
are granted under the Sharesave Scheme, The hmut in sub-paragrapt (i) above may be adyusted 10 take account ot nghts
and capitalicabion 1ssues and any sub-division, consolidaton or reduction of the Compai's shire capital The ahave
bimits include shares 1ssusd or options granted under any other employee share schemes adopted by the Company hut
excude any shares 1ssued or ophons granted under such schemes pror to the date of Admission

The provisions of the above schernes may be altered by the directors (where approprate, with the pror approval of
the Inland Revenue}, but their basic structure (and in parhcular the limitations on each indidual’s parncipation and the
number of shares that can be issued under these schemes) cannot be altered without the prur sanchon of the Company
in general meeting.

{e) The ESQF

The Company has established the ESOP, the trustee of which is Mourant & Co. Trustees Limited (the “ESOP
Trustee”). The ESOP is a discretionary trust for the benefit of employees of the Company and its subsidiaries. On 12th
June 1992, conditionally, infer alia, upon Admission the Company entered into an agreement with National Westminster
Bank Ple (the “Bank”) under which the Bank has entered into put and call option amangements with the ESOP Trustee
enabling the ESOP Trustee o require the Bank to sell ta it any or all of the shares held by the Bank subject to the option at
any fime during the next five years, and enakling the Bank to require the ESOP Trustee to purctiase from 1 all or any of
such shares on the occurrence of pre-agreed occasions, The Bank is purchasing a total of 1,399,216 shares from existing
shareholders in order to make those shares available under these ESOP options.

The price payable by the ESOI® Trustee under the options referred to above will be a formula price reflecting the
Offer price of the shares and the interest which the Bank would have received if it had deposited a sum equivalent to the
aggregate Offer price of the shares at an agreed percentage above Libor, less the dividends and tax ciedits received by the
Bank on the shares pending a future sale of shares to the ESOD,

The Company and various of its UK subsidiaries have guaranteed the ESOT Trustee's obligations under the options
mentioned above,

The ESOP Trustee can distribute shares to employees under the Sharesave Scheme andfor the Executve Share
Scheraes and can transfer shares to the Trustee of the Share Participation Scheme. The ESOP Trustee can also distribute
shares to employees in other ways and/or provide other benefits to employees. The ESOP Trustee cannot acquire shares
if such acquisition would of itself cause the ESOP Trustee to have more than a five per cent shareholding in the
Company.

Funding for the ESQP Trustee to enable it to acquire shares from the Bank under the put and call nptions and by way
of purchases in the market may be provided from the following sources:

(i} dividends it receives on the shares it holds;

{ii) voluntary contributions from the Company and its subsidiaries (which will not amount to an excessive
proportion of pre-tax profits);

(i) loans from the Company and its subsidiaries; and

(iv) proceeds of sales of shares to employees.

(f) The Corporate PEPs

The Company has established a general PEP and a single Company PEP (collectively the “Corporate PEPs") for the
purposes of investing in shares of the Company, Employees and shareholders will be able to invest up to a maximum of
£8,000 in the Corporate PEPs each vear, £6,000 under the general PEP and £3,000 under the single Company PEP. These
individual limits represent the current statutory maxima and may be varied for future years, Dividends received on
shares held by the Corporate PEPs are free of income tax and any capital gains realised on the sale of such shares are also
exempt from capital gains tax. Employees and sharehoiders wiki be able to invest in the Corporate PEPs by:

(1) transferring shares acquired under the Offer; and
{2y invesiing cash to be used by the PEP manager to purchase shares of the Company in the open markel,

Employees will also be able to invest in the single Company PEP (but not in the general PEP) by transferring shares
acquired by them under the Share Participation Scheme or the Sharesave Scheme.

7. Special aangements for employees in the Public offer

As stated under “Special arrangements for employees in the Public offer” in Part 2 above, up to 10 per cent of the
shares which are the subject of the Public offer are reserved in the first instance for applications at the Offer price for the
benefit of full and part-time employees of the Group in the UK employed on 16th June 1992, non-executive directors and
certain retirees of the Group made pursuant to the Employee pnority offer. Those retirees are pensioners receiving
pensions from the Kenwood Pension Scheme and former employees of the Group who are receiving pensions from the
Thom EMI pension scheme. Such appheaticns must be made on the Pink Application Forms which are being made
available to such persons,
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6. The Buy-put

(a1 By a Sale and Purchase Agreement and vanious ancillary agreements (the * Agpsition Agreement’ 1 dated Tl
September 1989 between Thom EMI {1} and the Compan) {22, the Company acqwired the domesbi pppliances dvsion
trom Thorn EMI compnsing henwood Lamuted, a number of Thom EM! subsidiary undertalings and branches aperating
1 the UK and throughout the World, together with certam other related assets (prnapally, land and huildingst tshe
nKenwood dvision’) tor a2 consideration of £56.8 millier As part of thus cansideration for the Kenwood diision the
Company issued to Thorn EMI 2 1oan note for £1.9 milhon. In addinon, lie Company wssued to Tham EMI 131,120 tully
paid ‘A’ ordinary shares and entered into an option agreement gving, Thom EMI the nght te subscnbe for ordinary
shares representing two per cent of the converted capital of the Company. The nght to subscriby was subsequently
released by Thorn EMI under the terms of a deed dated 19th March 1991.

(t) By an agresment {the “"Subscniption Agreement") dated 7th September 1989 {as amended by a supplemental
subseniption agreement) between the Company (1), T.C. Parher and others (the “managers’”) (2), and Candover
Investments and others (the “investors”) (3} the investors subscribed in aggregate for 15,000,000 preference shares
issued for cash at par and 1,000,000 preferred shares issued for cash at £1 each 1n the capital ot the Company. The
Subscriphon Agreement was conditional upon certain events taking place including the managers and certam
shareholders subscribing for 253,969 ordinary shares tssued for cash at £1.80 each., The Subscription Agreement
contained provisions relating to the conduct of the business of the Company, the establishment of a share opion scheme
and certain other matters including the managess giving certain warranties and undertakings in favour of the investors.

(&) On Tth September 1989, the Company executed 4 share warrant instrument {amended by Deed Polls dated
19th March 1991 and 29th May 1992) by which the Company issued warrants conferring the tight on the holders 0
subscribe for 15,000 ordinary shares at par in the capital of the Company subject to the terms of the instrument. On 1%th
March 1991 further warrants were issued giving the right to subscribe for in aggregate 67,633 ordinary shares.

(d) By a senior loan agreement (the #Genior Loan Agreement’) dated 7th September 1989 (as subsequently
amended) between the Company as borrower (1), Kenwood International Limited and Kenwood Marks Limited (2),
certain banks and National Westminster Bank Ple (3) and National Westminster Bank Plc as agent and overdraft
bank (4), term loan and working capital facilities of £30,000,000 and £,000,000 respectively were made available to the
Corapany and certain companies in the Group who executed a group guarantee and debenture in favour of National
Westminster Bank Plc (as agent to the Senjor Loan Agreement). The term loan facility was made available to acquire the
Kenwood division in accordance with the Acquisition Agreement and to discharge certain intra group indebtedness. The
obligations under the term loan and working capital facilities were guaranteed and secured by the Company, Kenwood
Limited, Kenwood International Limited and Kenwood Marks Limited.

(e) By a mezzanine Joan agreement (the wMezzanine Loan Agreement”) dated 7th September 1989 (as
subsequently amended) between the Company as borrower (1), Kenwood tnternational Limited and Kenwood Marks
Limited (2}, certain institutims and National Westminster Bank Ple (3) and National Westminster Bank Plc as agent and
security trustee (4), a loan tacility of £15,000,000 was made available to the Company for the purpose of acquiring the
Kenwood division under the Acquisition Agreement and to discharge certain inter company indebtedness owing to
Thorn EMI. The obligations under the joan facility were guaranteed and secured by the Company, Kenwood Limited,
Kenwood International Limnited and Kenwood Marks Limited.

‘fy By an agreement (the “Third Subscription Agreement”} made on 16th March 1991 between the Company {1},
T.C. Parker & others (the “managers™) (2), T.A. Le Sueur & others (3) and Candover Investments & others (the
“investors”) (4), the investors subscribed in cash for a further 5,000,000 preference shares at par, In addition, the
Company agreed to issue and allot o the investors new warrants created by the Company under an instrument dated
19th March 1991 giving tne investors the right to subscribe for up to 96,618 preferred or ordinary shares subject to the
terms of the instrument. The Third Subscription Agreement was conditional upon cestain events taking place including
{i) the managers taking the necessary steps to convert 560,386 existing preferred shares and 26,570 ‘A’ ordinary shares
into deferred shares, (ii) the adeption by the Company of new articles of association which amongs! other things altered
the conversion rights of the ‘A’ ordinary shares (all of which are held by Thorn EMI) so that upon a sale or listng each
such share would convert mto one ordinary share and (iil} the cancellation of ‘Thorn EMI’s option (referred to in
paragraph (a) above). Under the Third Subscription Agreement the managers gave certain warranties and undertahings
in relation to the Company to the investors.
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9. Premises
The major properties ewned or occupied by the Group are 25 follows
Froperty Description  Area ‘Tenure Current Review Expirv date
5Q. M. annual rent  date
New Lane,
Havant, Site area
Hampshire factory 2 21,853 Freghold n/a na na
New Lane,
Havant, Main offices
Hampshire and factory 1 26,629 Leasehold" £29,808 30/3/94 2060
Hilsea Industrial
Estate,
Limberline Road,
Portsmouth Print shop 1,428 Leasehold £13,427 na 30/3/93
Heathfield Road,
Freshwater, Factory and
Isle of Wight canteen 27,317 Freehold rfa na nfa
13 Rue du Font
des Halles,
Y4150 Rungis, Part of first
France floor officas 480 Leasehold Fir 414,600 111493 3SR

* The Group has reached agreement in principle lo acquire the freehold for approximately £2 million.

10. Taxation

(2) Under current legislation, no tax will be withheld by the Compariy when it pays a dividend. However, when
paying a dividend, the Company is obliged to account to the Inland Revenue for Advance Corporation Tax ("ACT"), The
rate of ACT is fixed by reference ta the basic rate of income tax, and at present equals 25 per cent of the aggregate of the
dividend and of the related ACT. An individual who is resident for tax purpases in the UK and who receives a dividend
from the Company will be =atitled to a tax credit for an araount equal to the related ACT. An individual so resident wrill
be taxable upon the total of the dividend received and the tax credit, but the tax credit will discharge hus liability to basic
rate income tax and, to the extent his total tax credits exceed his overall liability to income tax, he will be able ta claim
payments of the excess from the Inland Revenue. A company resident in the UK will be able to treat any dividend
received and the related tex credit as franked investment income.

Whether a holder of shares resident in a country other than the UK is entitled to a payment from the Infand Revenue
of an amount equal to any, all or part of the ACT in respect of dividends on such shares depends in general on the
provisions of any double tax convention or agreement which exists between such country and the UK, A person whois
not resident for tax purposes in (he UK should consult his or her own professional adviser on the possible application of
such provisions, the procedure for claiming payment, and what relief or credit may be claimed in the jurisdiction in
which he or she is resident.

The above statements are intenided as a general guide {6 current UK law and practice. Any person who is in
any doubt as to his or her particular position should consult his or her professional adviser,

{(b) The directors have been advised that the Company is not a close company at the date of this document.
(@ The directors have been advised that no material liability for inheritance 2ax is likely to fall upen the Group,

11. Working capital
The directors consider that, having regard to the banking facilities availabfe and the net proceeds of the Offer, the
Group has sufficient working capital for its present requirements.

12. Offer arrangements

{a} By an agreement (the “Offer Agreement”) daled 16th June 1992 begween the Company (1), the directors (2), the
selling shareholders referred to below (the “Sellers”) (3), the executive directors and trustees of certain related family
trusts (the “Covenantors”) {4), and Schroders (5), Schroders has agreed (conditionally upon, inter afia, Admission on or
before 9th July 1992) to:

[ subscribe for 14,736,842 shares at the Offer price (such shares to be issued on a nil-paid renounceable
allotment letter) Ithe “Subscription Shares”) and to purchase §,489,544 shares at the Offer price from the
Sellers {the “Sale Shares”);

(if) procure placees for all of the Sale Shares and 3,123,649 of the Subscription Shares at the Offer price; and

(iil) offer 11,613,193 of the Subscription Shares for sale to the public, with preferential application rights to
employees, on the terms set out In this document and the Application Form.
(b} Under the Offer Agreement:

(i) In relation to the shares which are heing offered for sale 10 the public, the Company will pay Schroders a
commission of 2,0 per cent of the value {at the Offer price) of the Subscription Shares being offered to the
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public Out of such commission, Schraders will pav & COMIMISSION to the subynderwntors of 1,25 per teti
ot the value (at the Offer price} of the skares subunderwntien by them and o commussian
Rowe & Pitman Ltd., brokers o the Cider, ot 0.25 per cent of the value (atthr Qter pacel 0t the shares 167
whidis they have procured sub-underwnters.

4i) hnvelahon to the shares which are being placed. the Cnmpany will pay Schrasrs a ComMuz304 M W T pey
cent of the value (at the Offer prce) of the Subscaption Shares beng placed and the Sellers wili pay
Schioders a commissior: of 0.75 per cent ¢f the value (at the Oficr pnce) of the Sale Shares {which £nall be
payable by the Sellers pro rata io the nuinber of Sale Shares sold by each of them) Out ot such
comntissions, Schroders will pay a commission to Rows & Pitman Ltd. of 0.25 per cent of the aggregate
wvalue (at the Offer price) of the shares for which they have procured placees.

(i) Schroders will, in addition, receive a fee of £150,000 from the Company in connechon with it$ services.
Value Added Tax will, where appropnate, be paid on the commissions and fee.
{c) The numbar of shares being s0ld by or ¢n behaif of the Sellers 15 As foliows:

Name Number of
shares

Candover Investments ple 473,730
Candover Realisations Limited 47,025
Candover Partners Limited 7,039,779
T.P. Beech 59,520
G.E. Fridlington 95,238
P.R. Hotston 95,238
M.]J. Lapham 95,238
T.C. Parker 193,476
P.R. Taylor 93,238
Other individual shareholders 238,062
8,489,544

{dY The Company will pay all other costs, chaiges and expenses connected with the Offer, including ail fees and
expenses payable in connection with Admission. expenses of the receiving bankers and registrars, printing and
advertising expenses, postage and all legal, accounting and other professional fees and expenses, except that the Sellers
will be responsibie for the stamp duty and any stamp duty reserve tax liabilities arising in respect of the Sale Shares sold
by them to Schroders or persons puschasing shares from Sck roders as described above.

(e) The Offer Agreement contains representations and warranties given by the divectors, the Company and the
Covenantors in favour of Schruders. In addition, the executive directors and the Company have given indemnities to
Schroders and the Covenantors have given indemnities 4o the Company (on behalf of the Group) in respect of certain
taxation matters.

() The Offer Agreement may be terminated by Schroders before Admission in certain circumstances.

ig) Under the Offer Agreement 8,489,544 shares are being sold by the Sellers. In addition, arrangements are in place
whereby, conditional on Admission, shares are transferred at the Offer price between: certain limited partners who will
receive distributions from the hmited partnerships (of which Candover Partners Limited is general partner), National
Westminster Bank Ple; and National Westminster Bank Ple pursuant to the ESOP,

(1) The directors, trustees of certain refated family trusts and those employees of the Group holding or entitled 1o
shares have agreed that they {and pursons associated with them) will not, without Schroders’ prior written consent,
dispose of any interest in any shares. owned by them before the date of announcement of the results of the Group for the
year ending 315t March 1993 (the “Announcement Date").

(i) Thorn EMI has agreed not to dispose of any interest in sharcs owned by it before 315t December 1992 and has
further agreed, during the period from 1st January 1993 to the Announcement Date, to consult with Schroders, and to
efiect any disposal of shares through the Company's brokers. Thom EMI has also undestaken to Schroders that it does
not anticipate disposing of any interest in shares before the Announcement Date.

(j) Institutional sharehalders of the Company, including the limited partners of the limited partnershups {of which
Candover Partners Limited is the general partner) to whom distributions of shares will be made following Admission,
and Intermediate Capita! Investments Limited have, save in respect of less than one per cent of the shares in issue atter
the Ofier, confirmed to Schroders that following Admission they do not anticipate disposing of any mterest in shares
owned by them before the Announcement Date and have further undertaken, befure the Announcement Dalte, to
consult with Schroders, and to effect any disposal of shares through the Company’s brokers.

(k) The zhares have not been and will not be registered under the US Securities Act of 1933 and, subject to certain
exceptions, may not be offered or sold within the United States, In addition, until 40 days after the commencement of the
offenng, an offer or sale of shares within the United States by any dealer {whether or not participahng in the offering)
may violate the registration requirements of the US Securities Act of 1933,

13. Pensions

The Kenwood Pension Scheme is a funded contributory final salary scheme designed 1o be approved by the Inland
Revenue and is rontracted-out of the State Earnings Related Pension Scheme, The Kenwood Pension Scheme was
estzblished in April 1990 following the purchase of the business from Thorn EMI. Members of the Thorn EM! Pension

54



Schemz /* the Thom Scheme” ) were myited to yom the henwood Pension Schetne on the sawe terms and Copdiions av
apphed i the Thom Scheme at that tme The most recen? actuanal vaiuauon at 30th Septoeber 2991 showed that the
kenwood Pension Scheme had 241 members in service Six pensioners and jour detered penRadners

The Kenwoad Pension Scheme provides for a pensien of 1/6(th o pensianable pav jor each vear ot Senie o romaal
rehrement at age 63 fnr both men and women. On early retrement due o il health. an immediate pension based o6
pensionable service to narmal rehreinent date and fina} pensionable pav at the date of refirement 15 pavable Eath
retrement 1s available from age 63 (wathout reductony. Addionally, women who were members of the Thom Sheme
heiore Novembar 1953 are entitled to enhanced early retirement benefits. On the death of 2 member in service 3 lamp
sum of 2t imes pensionable pay together with a spouse’s or dependant’s pension plus children’s allowances 15 pavable
The lump sum benefit payable on 2 member's death while in service 1s insured. Pensiens m payment in excess ot the
guaranteed muumum pension are indexed up to four per cent per annum.

In addition to the death benefits payable under the Kenwood Pension Scheme, 21l emplovees who have completed
more than two vears’ service are provided with life assurance cover of six months” earnings twhether or not they ate
contributing members of the Kenwood Pension Scheme). This life assurance cover is insured

The Company has agreed to provide the executive directors with a lugher level of pension and death benefuts ander
the Kenwood Pension Scheme. The definitive trust deed referred to below, which governs the Kenwood Pension
Scheme, contains a power of augmentation to permit the trustees of the Kenwood Pension Scheme ta effect this, The cost
of providing the higher level of benefits will be met by the Company by payment of additional contriibutions 1o the
Kenwood Pension Scheme, The estimated aggregate amaunt of the additional contributions to be paid by the Company
to the Kenwood Pensiong Scheme in the current financial year will be approximately £47,000. This amount has been
included in the figure for the estimated aggregate remuneration to be paid to the directors set out in saction 5({d) atove,
On retirement at age 65 a pension of 2/3rds of basic carnings (subject Lo Inland Revenue limits) 18 payable. In the event of
death in service a lump sum of three times basic earnings is pavable, together with a spovse’s pension equal to 13rd of
basic earnings at the date of the executive director's death. On easly retirement due to ilt heaithan iminediate pension of
213rds of basic earmings at the date of retirement is payable. Early retirement is available from age 60 on the basis of
service actually completed but without reduction.

The pension and death benefits which can be provided under the Kenwood Pension Scheme for the only executive
director who was recruited after 1st June 1989 are restncted by the provisions of the Finance Act 1959, The Company has
agreed to provide an unfunded unapproved top-up arrangement for him, which is designed to ensure that his total
pension benefits are the same as for the other executive directors,

The assets of the Kenweod Pension Scheme are held in trust separately from those of the Group. The Kenwood
Pension Scheme was established by an interim trust deed dated 2nd Apnl 1990 and is now governed by a definitive trust
deed dated 3rd June 1992. The Kenwood Pension Scheme has, pending submission of the definitive trust deed, been
granted provisional approval by the Intand Revenue. It is not thought that there is any reasen why full approval should
not be obtained in due course and the definitive trust deed has been submitted to the Injand Revenue for this purpase.
The sole investment of the Kenwood Pension Scherne is mixed fund units with Pensions Management (SWF) Limited
{Scottish Widows).

Members contribute to the Kenwaod Pension Scheme at the rate of five per cent of contribution pay and the balance
of the cost of providing benefits is met by the Company and other participating emplovers. The Group currentiv makes
annual contrbutions at the rate of ten per cent of contribution pay. This rale will be reviewed when the next actuarial
valuation is carried out in 1994, The additional cost of providiny the unfunded unapproved top-up arrangement for the
executive director who is subject to the Finance Act 1989 cestrictions will be met by the Company as and when his
benefits come into pavment, although the cost of providing these benefits will be refiected in the Company~s accounts in
accordance with the requirements of SSAP 24, The estimated cost to be provided fos in the Company’s accounts for the
current financial vear amounts to 8.7 per cent of the executive director's salary., This cost has been included in the figure
jor the estimated aggregate remuneration to be paid to the directors set out in section 5{d) above.

The latest valuation of the Kenwood Pension Scheme, as at 30th September 1991, was carried out by its actuary, who
confirmed that on the assumptions made (which included the annual rate of pension increases, the rate of future
increases in pay and the investment return on the assets) the assets of the Kenwood Pension Scheme, together with
future contributions by members and the Group at the current percentage rates, should be sufficient o provide benefits
to members as they fall due.

The Group operates a defined benefit pension scheme in South Africa and a number of money purchase
ATTANEEMENIS OVErseas.

14, Litigation

There is no litigation in which members of the Group are engaged, or which is pending or threatened against
members of the Group, which may have or has had during the 12 months pnor to the date of thws document a significant
eftect on the Group's financial position

15, Material contracts

The following contracts, not being contracts 1n the ordinary course of business, have been entered into by memboers
of the Group within (except where otherwise stated) the two years immediately precedang the date of this document and
are, or may be, malerial:

(a) Worldwide Agreement dated 15t December 1986 25 novated by the deed of novabon dated 7th Seplember 1989
made between Kenwood Marks Limited (“KM™) (1) and Kabushiki Kaisha Kemwood (also trading as Renwood
Corporation ("KC)} (2). KM and KC each have ngits in the Kenwood trade mark 1n respect of different
goods. KM covenants (i) not to assert its rights apainst KC anywhere m the World in respect of specified
defined goods (including hi-fi, television catcllite recevers, tompuiers, telephones and video cassetie
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recordess), () pot 1 seek tusther trade mark yegiStrations COvenng these gonds {ur fo ensure trat s use of
the kenwood mark Im respect of other goods 15 not sumudar to KC 6 use of the henwood trade marh 00t
trade i Japan under the Kenwood mark without speafic permission 01 KT (V1o gave KT furst option 1o bay
the Kenwood mark m any territory if KM stops using the mark in that temtory for any foods and proposes 1o
dispose of the mark and, (vi) 30 grant KC an exclusive Licence 1n the UK tor the defired goods. KC covenants il
not to asser} it nghts against KM in respect of any goods other than the defired goods. (i not 1o seek turther
trade mark registrations other than for the defined goods and (iin ta ensure that ats use af the Kenwond mark
on the defined goods 15 not smular to the use of the Kenwood mark by KM In consideration ol KM agreaing, ta
grant the trade mark licence 1o KC, KC paid to Thorn EML, KM’s predecessor in title, £2 million, part of which
sum may be refundable if KM terminates the Trade Mark Licence Agreement. The Werldwrde Agreement s tor
an initial term of 20 years and then continues for successive penods of 10 years unless terrunated by either
party. It will also terminate if KM terminates the Trade Mark Licence Agreement for a reason which aftects this
Agreement, The Agreement is governed by English law.

(b} Trade Mark Licence Agreement dated 1st December 1986 as novated by the deed of novatior. dated 7th
September 1989 between KM (1) and KC (2), KM grants KC an exclusive licence to use the Kenwood trade
mark in the United Kingdom, the lsle of Man and the Channel Isiands in relation to the licensed goods
(including hi-fi, television satellite receivers, computers, telephones and video cassette recorders), KC agrees
to limit its use of the trade mark to the licensed goods, KC is given an option to purchase the trade marh if KM
teases using the trade mark in the licensed territory and proposes 1o dispose of it, Either party moy terminate
the Agreement in the event of a change in the controlling equity interests of the other. 1f the Company ceases
1o be the parent company of KM, KC will have the right to terminate the Agreement upon written notice. The
Agreement is for an ipitial term of 20 years fror 1st December 1986 with an automatic continuance of 10 years
unless K gives KM three months’ prior written notice. For each further 10 year peniod, RC shall pay a
renewal fee of three per cent of sales of the defined goods in the UK. The Agreement is governed by Englsh
law,

(¢) Business Names Agreement dated 12th April 1988 as novated by the deed of novation dated 7th September
1989 between KM (1) and KC (2). The Agreement regulates the way in which the parties use the company
names, trading names and trading style which incorporate the kenwood name. Throughout the World except
the UK, Isle of 4an, Channel Islands and Japan, KM and its associated companies can use and trade under the
name Kenwood Appliances and KCand its asseciated companies can use and trade under the name Kenwood
Electronics, In the UK, lste of Man, Channel Islands and Japan each party agrees {0 recognise the special
Kenwood busiriess name of the other party in its home terntory. With certain exceptions neither party shall
alter the name of the existing companies or establish new companies with a Kenwood business hame without
the consent of the other party. If either party wishes to change a Kenwood business name or establish a new
company with such a name (depending upon the territory involved) either (i) the consent of the other party is
required or (ii} the decision of the local company registry is binding and the apphicant shall nat seek to reverse
the decision.

(d) Agreement dated 21st May 1990 between Kenwood Appliances Incarporated ("KAI) (1) and Global Marketing
Corporation (“Global") (2) under which Global is appointed KAl's agent for certain management funcnons and
services in relation to importing, marketing and selling Kenwood products in the USA. KAl has granted Global
a non-exclusive right and sub-licence to use certain intellectual property rights in the USA. The agreement
provides for KAl to pav to Giobal a variable fee, based on a percentage of menthly net sales, in addition to fixed
monthly fees, In the event of termination by KAl after giving 12 months’ notice, Global will receive the higher
of US§193,000 and four per cent of the previous 12 montie’ US turnover at the date of termination. If KAl
terminates the agreement on a change of ownership of KA, KAI will pay to Global the higher of 10 per cent f
the sale price of KAl and four per cent of the average annual US turnover for the previous 12 months, 1f Global
terminates the agreement by 12 months’ notice after achieving USS8 million turnover in anv financial vear KAl
will pay Global four per cent of the average annual US tumaover for the previous two yeats. Either party may
terminate the Agreement on 12 months’ notice or afler certain other events.

(e} Agreement dated 20th June 1990 between Electrolux Associated Companies Limited (“Electrolux") {1), A.B.
Electrolux (“A.B. Electrolux”) (2), the Company {3) and KM (4). The Agreement provides that the Company
will pay Electrolux a royalty of 2.5 per cent of the net sale value of all major domestic apphances such as
refrigerators, freczers, cookers, washing machines and dishwashers, which the Company or an affihated
company sells under the Kenwood trade mark. The Company will not, dunng the term of the Agreement, sell
or hcense the Kenwood trade mark for major domestic apphances, subject to (i) existing licences and (ii)
licences to wholly owned subsidiaries of the Company. The Company undertakes that neither it nor any
affiliated company will dispose of any interest in the major domestic appliance business or vf any company
comprising part of such business excepl to a party who enters an agreement with Electrolux in the terms
theremn. The Agreement expires on 31st tviarch 1897 after which time KM and the Company! will be free to use
the Kenwood trade mark on major domestic appliances as they deem fit. Prior to that date, Electrolux can
terminate the Agreement (i) if the Company commits any breach or the Agreement, (i1} on the wmding up or
insolvency of KM or the Company, (iti} if at any time control of the Company is acquired by a person or group
of persons not having control of the Company at the sigmng date or (iv} if the Group’s major domestic
apphance business or a controlling interest in any company carrying out such business is sold or disposed of by
the Group to a person who is engaged in the production andror sale of major domestic apphiances, Upan
termination of the Agreement for any of these reasons the Company and KM undertake not to use or licence
others to use the Kenwood trade mark for major domestic apphancus betore 315t March 1997, The Company
can terminate the Agreement if A.B. Electrolux applies the Kenwood trade mark to products manufactured,
distributed or sold by it extept where it does 50 under licence. The Agreement is governed by English law.
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() Supplementa! Subscnption Agreement dated 12th October 1990 bepween the Campany i1t TC Parker and
others (2) and Candover Investments and others (31 bemng supplemental to the Subscnptinn Agreement.
referred 10 tn section B{b) above. Thus agreement vaned the terms of the Subscnpron Agreement tO pervt
Candover Investments fo send representatives to board meetings of the Company

(g) The Thurd Subscniption Agreement details of swhich are set outan secnion 8{i) above

{(h) Agreement dated 1%th March 1991 made between the Company, as borrower (1), Kenwood Internanonal
Larrated (2), KM (3). certain banks {4) and Nahonal Westmunster Bank Pl as agent and secunty trustee ior the
banks {5), National Westminster Bank Plc as overdraft bank (), Intermediate Caprtal Groug Limuted as

mezzanire agent (7) and National Westminster Bank Plc as secunity trustee for the mezzanine lenders (8). This
agreement amends the terms of the Seruor Loan Agreement, details of which are set out an sethon 8{d)-

(i) Agreement dated 19th March 1991 made between the Company as borrower (1), Kenwood Internanonal
Limited (2}, KM (3}, certain banks with National Westminster Bank Ple as senior agent (4;, Intermediate Capital
Group Limited as agent for the mezzanine lenders (5} and National Westrmnster Bank Ple as security trustee
(6). This agreement amends the terms of the Mezzanine Loan Agreement, details of which are set out in
section 8(e) above.

(j) Deed Poll executed on 19th March 1991 by the Company amending an earlier share warrant instrument (the
#1989 Instrument”) dated 7th September 1989 and executed by the Company, teferred to in section 81c). The
Deed Poll provides that the number of shares to be issued under the terms of the 1989 Instrument is fixed at

67,633 ordinary shares.

(k) Share Warrant Instrument dated 19th March 1991, as amended on 29th May 1992, executed by the Company
and creating the right for certain warrant holders to subscribe, subject to the sabsfaction of certain condibans,
for 96,618 ordinary or preferred shares.

(1) Deed dated 19th March 1991 behween the Company and Thorn EMI whereby Thorn EMI released its opnon to
subscribe for shares in the Company under an option agreement dated 7th September 1989.

{m) Deed dated 16th Juns 1992 between the Company (1), T.C. Parker and others (2), T.A, Le Sueur and others (3)
and Candover Investments and others (4} under which the parties to the Subscription Agreements referred lo
in section 8 above (or persons who have acquired shares of the Company from them) agree to waive any claims
and rights which have acerued under such agreements and agree that any further rights and obligations under
the agreements shall cease and determine.

(n) Agreement dated 12th June 1992 made between National Westminster Bank Ple (1), the Company (2), certain
UK subsidiaries of the Company named therein as guarantors (3), and Mourant & Ca, Trustecs Limited as
Trustee (4). This Agreement is an option agreement details of which are set out in section 6{e) above.

{0y The Offer Agreemen details of which are set out in section 12 above,

16. General
{a) Emnst & Young has given and has not withdrawn its written consent to the issue of this document with the
inclusion of its report and name and the references to them in the form and context in which they appear,

(b} The financial information concerning the Group contained in this document does not constitute statutory
accounts within the meaning of section 240 of the Act. Full statutory consolidated financial statements of the Company
for each financial period since incorporation to which the financial information relates and on which the auditors gave
unqualified reports have been delivered to the Registrar of Companies.

{c) Save as disclosed in Parts 1 and 2 above, there has been no significant change in the financial or trading position
of the Group since 31st March 1992,

(d) The Offer has been underwritten in full by Schroders. Schroders is registered in England with the registered
number 532081 and has its registered office at 120 Cheapside, London EC2V 6D5.

{e) 1t is estimated that the total expenses payable by Kenwood in connection with the Offer will amount to
approximately £2,5 million {excluding VAT), including underwriting commissions of approximately £0.7 million.

{f) The price per share payable on acceptance of the Offer amounts to a premium of 275p per share over the nominal
value of 10p per share,

17. Documents avaiiable for inspecton

Copies of the following documents may be inspected at the offices of Clifford Chance, Rovex House, Aldermanbury
Square, London EC2V 7LD during usual business hours on any weekday (Saturdays, Sundayvs and Public Hohdays
excepted) for a period of 14 days following the date of this document:

(2} memorandum and articles of association of the Company;

{b) the audited statutory consolidated accounts of the Company and its subsidiaries for the period 10th May 1989
to 30th September 1990, the financial vear ended 30th September 1991 and the period 1st October 1951 ta 315t

March 1992;
(0) the Accountants’ report and the statements of adjustments relating therelo;
{d} the service agreements of the executive directors referred to in section § above;
{e) the rules of the Share Participation Scheme, the Sharesave Scheme and the Executive Share Schemes;
{fj the material contracts referred 1o in section 15 abovty and
{g) the written consent referred to in section 16 above.

Dated 17th June 1952




Terms and conditions of application — Public offer

1. The contracts ansing from acceptance of applications will be conditonal on the admission ot the ordinary share
¢capital of the Company. issued and now being 15sued. to the Offial Lst of the London Stock Exchange hesomang
eftective by the making of an announcement in accordance with Rule 520 of the Rules thereof by the London btach
Exchange an or before 9th July 1992 and on the Offer Agreement sererred to 1n secoon 12 of Pant 3 ot the Prospectus
becoming wholly uncondihunal and not being terminated before such announcement. Cheques or banker's dralts fur
amounts payable on application may be presented for pavment betore such conditions are satishied and the applation
moneys will be kept m a separate bank ascount and, if such conditions are not satshied, will be returned (without
wnterest) by crossed cheque in favour of the applicant(s) through the post at the nsk of the applicant(s) to the address of
the first-named applicant. It is expected that admission of the ordinary share capital of the Company to the Official Last
will become effective on 1st July 1992,

2. Subject to these terms and conditions, Schroders reserves the right to reject in whole orin part or ta scale down any
applications ineluding, in particular, muitiple or suspected multiple applications, and to present any cheques aof banker’s
drafts for payment on teceint. The right is reserved ta seject any application in respect of which the apphcant’s cheque or
banker's draft has not been cleared by 5.00 p m. or. 29h June 1992. If a1y apphcation is not aceepted, or1s accepted lor
fewer shares than the number applied for, the applicatioi muneys, or, as thy case inay be, the halance of the application
moneys, will be rehurned (without interest) by sending the applizant’s cheque or banker’s draft or a crossed cheque in
favour of the applicant(s) through the post to the address of the first-named applicant at the risk of the person(s) enntled
to it. Schroders further reserves the right to treat as valid and binding upon tﬂe applicant(s) any application, even if the
accompanying Application Form is not completed in all respec’s in accordance with the nstructions or is not
accompanied by a power of attorney where necessary.

3. Applications {other than those under the terms of the Employee priority offer referred to in paragraph 5 below) must
be made on the accompanying Application Form. By complating and delivering an Application Form you as the
applicant(s) {and if you sign the Application Form on behalf of somebody else or a corporation that person or
corporation):

(i} offer to purchase the number of shares specified in your Application Form (or such smalier number for which the
application is accepted) on the terms and subject to the conditions set out in this form (of which the Frocedure for
apphcation forms part) and subject to the Prospectus and the memorandum and articles of association of the
Company;

(i} authorise Lloyds Bank Plc to send on behalf of Schroders a letter of acceptance for the number of shares for which
vour apihcation is accepted and/or a crossed cheque for any moneys returnable, by post (without interest), at the
risk of the person(s) entitled to it, to your address (or, in the case of joint applicants, to that of the first-named
applicant as set out in your Application Form) and to do all things necessary to procure that your name {together
with the name(s) of any other joint applicant{s)) istave placed on the register of members of the Company in
respect of such shares the entitiement to which has not been duly renounced;

(ifi} agree that, in consideration of Schroders agreeing that it will not prior to 9th july 1992 sell any of the shares offered
to any person other than by means of the procedures referred to in the Prospectus, vour application may not be
revoked until after 9th July 1992 and that this paragraph shall constitute a collateral contract belween vou and
Schroders which will become binding on despatch by post to or, in the case of applications delivered by hand,
receipt by Lloyds Bank Plc, Registrar’s Departmenl, lssue Secbon, P.O. Box 1000, 2nd Floor, Bolsa House,
80 Cheapside, London EC2V 6EE of the Application Form;

(iv) warrant that vour remittance will be honoured on first presentation and agree that, if such cheque or banker's
draft is not 50 honoured, you will not be entitled to receive a letter of acceptance in respect of the shares applied
for or any rights or distributions in respect of such shares unless and until you make payment in cleared funds for
such shares and such payment is accepted by Schroders, which acceptance shall be in its absolute discretion and
on the basis that you indemnify both the Company and Schroders against all costs, damages, lasses, expenses and
liabilities arising out of or in connection with the failure of your remittance to be honoured on first presentation
and that at any time prior to unconditional acceptance of such late payment Schroders may {without prejudice to
other rights) avoid the agreement to sell such shares without liability to you and may sell such shares to some
other person;

(v} agree that any letter of acceptance to which you may become entitled and moneys returnable to you may be
retained pending clearance of your remittance and such moneys retained will bear no interest;

agree that in respect of those shares for which your application has been received and is not rejected, allocation of
such shares to you shall be constituted, at the election of Schroders, either by notification to the Londen Stock
Exchange of the basis of allocation {in which case allocation shall be on that basis) or by the determination of the
number of shares to be allocated pursuant to the arrangements made between Schroders and Lloyds Bank Ple;

(vii) agree that all applications, acceptances of applications and contracts resulting from them under the Ofter shail be
governed by, and construed in accordance with, English law and that you submit to the jurisdiction of the English
courts and agree that nothing shall limit the right of Schroders or the Company to bring any action or proceedings
in connection with any such applications, acceptances or contracts in any other manner permitted by law orin any
court of competent jurisdiction;

(viii) agree, on request by Schroders, to disclose promptly in writing o il any information which it may request in

connection with your application;

(ix) 1f the laws of any place outside the UK are applicable to your application, warrant that vou have comphed with ali
such laws and none of the Company, Schroders or any of their respective agents will infinge any laws outside the
UK as a result of their acceptance of your application;

(x) warrant that, if you sign an Application Form on behalf of somebody clse or a corporation, vou have the authonty
to do so and that such other person or corporation will be bound accordingly and will be deemed also to have
given the confirmations, warranties and undertakings contained in these terms and conditions of application;

{xi} confirm that in making (his application neither you nor any person on whose behalf vou are applying is relying on
anv information or representation in relation to the Company or to any other member of the Group other than

{vi

—
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such as may be contained 1 the Prospectus and veu accordingly agree that nu person respansitile snfeh or yintiv
for that document. or any' part of it, shall have any habihtv for any such INTOITABOR 0T TEPTeseItdIOn,

(i) warra:t that no other applicabon (not being anapplication undet the terms of the Emplovee prnont afterns boing
made by you for your own account oz by ane'b r on your behatf or for your beneht and with vour knowledge tor
such purpuse or, if you are applyIng as agent A nominee of another. no other apphcation is hang made by vou
{not being an application as atoresard) s an ajent of nomuRee for that other per2on and that other persan s nol, 10
your knowledge, acting in concert with any person or persons as aforesaid;

{xdii) warrant that you are not a person in the Vinited States 25 provided in Rule 903 under the US Securittes Act 01 1933
and are not applying on behalf of, or with a view to re-otfer, sale, renuncation, transter or delivery to, or tor the
benefit of, any such person;

{xiv) agree that, having had the opportarity 10 read the Psospectus, you shall be deemed to have had notice of all

information and representations concerning the Company or any other member of the Group contained therein;

(xv) except to the extent that i:cm delete points (i), (ii) and (iii) set out below Box 7 on the Application Form, warrant
that you are not any such person as there referred ta, This is for stamp duty purposes; and

{xvi) warrant that you are not, #nd are not applying on behalf of 2 person who is, under 18 years of age on the date of
your application other than for rhe benefit of a minor as described in the procedure for applicanon.

4. 'The basis of allocation in respect of applications made on the accompanying Application Forrn will be determined by
Schroders in its absolute discretion

5. In accordance with the arrangemnnts described under “Special amangements for employees in the Public offer” in
section 7 of Part 5 of the Prospectus, up to 10 per cent of the ordinary shares which ate the subject of the Public offer are
reserved in the first instance for applicetions for the benefit of ful?and part-time employees of the Group in the UK
employed on 16th June 1952, non-executive directors and certain retirees of the Group made pursuant to the Employee
priority offer, Such applications must be made on the Pink Application Forms which are being made available to such
persons. The persons eligible to apply on Pink Application Forms are specified in section 7 of Part 5 of the Prospectus and
in the Pink Application Form. Persons eligible to apply on such forms may also make a single application on the
Application Form. Excess applications under the Empioyee priority offer will be treated as having been made under the
Public offer, unless the directors have, in their absolute distretion, after consultation with Schroders, rejected the
application.

6. No person receiving a copy of the Prospectus or an Application Form in any territory other than the UK may treal the
same as constituting an invitation or offer to him, nor should he in any event use such form unless, in the relevant
territory, such an invitation or offer could lawfully be mads 10 him or such form could lawiully be used without
contravention of any registration or other regulatory or legal requirements. 1t is a condition of any application by any
person autside the UK that he has catisfied himself as ta full observance of the laws of any relevant territory in
connection with the application, including obtaining any requisite governmental or other consents which may be
required and complinnce with any other requisite formalities, and paving any issue, transfer or other taxes due inany
such territory, The Prospectus and the other documenis relafing to the Offer have not been submitted to the clearance
procedures of any European or other authorities other than relevant authorities in the UK.

7, The shares which are being offered have nat been, and will not be, registered under the US Securities Act of 1933,
and, subject to tertain exceptions, shares may not be offered or sold within the United States. The terms and conditions
of application incorporate a warranty that the applhcant is not in the United States, and is not applving on behalf of, o
with 2 view to re-offer, sale, renunciation, transier or delivery to, or for the benefit of, any person i the United States,
Registration application forms on letters of acceptance will contain a warranty 1o the same effect by or on behalf of the
persan(s) in whose name(s) the shares are to be registered. In addinen. until 40 days aftet the date of this document, an
offer or sale of the shares within the United States by any dealer (as defired in the US Securities Act of 1933) (whether or
not participating in the offenng) may violate the registration requirements of the US Securities Act of 1933,

8 Words and expressions defined in the listing particulars relating to Kenwood dated 17th june 1992 (the
“Prospectus”) have the same meanings in these terms and conditions, unless the context requires otherwise,

Basis of acceptance and dealing arrangements

Applications must be received by 10.00 a.m. on 24th June 1992, by post or by hand to Llovds Bank Ple, Registrar’s
Department, Issue Se:tion, P.O. Box 1000, 2nd Floor, Rolsa House, 80 Cheapside, London EC2V 6ER. The applhication
lists wil open at 10.00 a.m. on 24th June 1992 and will close as soon thereafter as Schroders may determine. Acceptance
of any application wi) be eftected at the election of Schroders either by notification to the London Stock Exchange of the
basis for allocation ov by notification of such acceptance to Lioyds Bank Ple, Registrar s Department, lssue Section, PO
Bax 1000, 2nd Floor, Bolsa House, 80 Cheapside, London EC2V 6EE. The basis on which applications have been accepted
will be announced as soon as possible after the application lists close, I is expected that temporary documents of title, in
the form of Tenounceable fetters of acceptance, will be posted to successful applicants on 30th June 1992 but will not be
negotiable unti] 1st July 1992. Dealings in the shares are expected to commence on 1st July 1992, Dealings prior io receipt
af renounceable [etters of acceptance will be at the risk of applicants. A person so dealing must recognise the nsk that an
application may not have been accepted to the extent anticipated or at all.

A sugcessful applicant may sell or otherwise dispose of some or all of the shares in respect of which his application has
been accepted by execution of the form of renuncation on his letter of acceptance and delivery of the letter of acceptance
to the transferee,

Persons who lodge letters of acceptance (duly completed in accordance with the instructions contained in them) for
registration under the Offer by 3.00 p.m. on 6th August 1992 will not be required to pay any registration {ees (or siamp
duty or stamp duty reserve tax (“SDRT”)} upon such registration, After fhis time, shares will be transterred by means of
an instrment of transfer which will normally attract a charge to stamp duty. Share certificates will e despatched by firgt
class post on or before 3rd September 1392,

Individual shareholders will also have the right to have shares up to a total value of £9,000 {including any shares
purchased under the Employee priocty offer) allatted or transierred into PEPs (including the Corporate PEPs) wilthin 42
days after Admission,
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Stamp duty and stamp duty reserve fax

The directors have been adiased that in relaton to the Public ofter

fa) nocharge to ad valoren: stamp duty will anse on the transfer to applicants ot shares represented v renounceable
letters ot acceptance;

(b) o SDRT will be payable on the regstration of shares obtained pursuant to a letter of acceptance (whether or nat
they have been renounved prior to registration);

{c} the1nital purchaser of rights to shares represented by a letter of acceptance will not be Lieble ta SDRT eurept where
sections 93 0r 96 of the Finance Act 1585 apply (broadly these sections apply where the apphcant i, 0118 a nominee
for, either o person whose business is, or khcludes, issuing depositary receipts ar a person whose business 1s. or
includes, the provision of clearance services [+ the purchase or sale of chargeable spcurites). Any subsequent
purchaser of rights to shares represented by a letter of acceptance will be hable SDRT generally at the rate of 50p
per £100 (or part thereof) of the consideration paid.

The above statements are intended as a gereral guide to the current position. Anv person who has applied for shares an
the Placing 15 referred ta the placing letter for details of lus stamp duty and SDRT position. Any person who is 1 any
Jdoubt as 1o his position should consuit his professional adviser.

Copies of this document and the Application Forii may be obtained from:

J. Henry Schroder Wagg
& Co. Limited

120 Cheapside

London EC2V 6D5

Rowe & Pitman Litd.
1 Finsbury Avenue
London EC2M 2FPA

and from the following branches of i loyds Bank Plc:

Birmingham
125 Colmore Row
Birmingham B3 3AD

Havant

4 West Street
Havant

Hampshire PO9 1PE

London
132 Regent Street
London WiA 4BH

Bristol
55 Corn Street
Bristol B599 7LE

Leeds
6-7 Park Row
Leeds LS1 INX

Manchester
53 King Street
Manchester M60 2ES
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Kenwood Appliances ple
New Lane

Havant

Hampshire POY 2NH

Lloyds Bank Plc
Registrar's Department
2nd Floor

Bolsa House

80 Cheapside

London EC2V 6EE

Edinburgh
113/115 George Street
Edinburgh EH2 4TF

Liverpool

India Buildings
Water Street
Liverpool 169 2BT

Newcastle Upon Tyne
102 Grey Street
Newrcastle Upon Tyne
NE99 1SL




The pror.edure for application and
the Application Form follow
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Procedure for application — Public cffer

The following mstrusnons should be read 1a conjunchon with the Applcaton Form

1 Insert in Box 1 {in figures) the number of shares for which you are applying. Apphcations must be tar a muamum
of 100 shares and 1n one of the following multiples:

® for more than 100 skares, but not more than 1,000 shares, in a multple of 100 shares,

@ for more than 1,000 shares, but not more than 5,000 shares, in & multiple of 500 shares;

O for more than 5,000 shares, but not more than 10,000 shares, in a multiple of 1,000 shares:

® for move than 10,000 shares, but not more than 50,000 shares, in a multiple of 5,000 shares; and

® for more than 50,000 shares, in 2 multiple of 10,000 shares.

An Application Form for any other number of shares may be rejected.

2 Insert in Box 2 {in figures) the amount of your payment.
The amount of your cheque or banker’s draft should be 285p multiplied by the number of shares inseried 1n Box 1

3 Sign and date the Application Form in Box 3.
The Application Form may be signed by someone else on vour behalfl {andfor on behalf of any joint apphecant(s)) 1f duly
authorised by power of attorney to do so, but the power of attorney pursuant to which this is done (or a copy certified by

a splicitor) must be enclosed for inspection.
A corporation should sigh under the hand of a duly authorised officer whose representative capacity must be staled

4 Insert your full name and address in BLOCK CAPITALS in Box 4.

Applications may only be made by persons aged over 18. However, a parent, grandparent or guardian of a person under
16 may apply for the benefit of that minor, To apply far the benefit of a minor, you should put your own name in full in
Box 4 and complete the minor’s details box, within Box 4, with the full names of the minor and the minoy’s date of birth,
You are not thereby precluded from making a single application for your own benefit. See notes 6 and 7 for join
applications.

-

o) You must pin to the completed Application Form 2 single cheque or banker’s draft for the full amount payable,
Your cheque or banker's draft must be payable to “Lloyds Bank Plc AJC Kenwood Appliances ple Offer” for the amount
payable on application inserted in Box 2 and should be crossed “Not negotiable”.

No receipt will be issued for this payment which must be solely for this application.

Your cheque or banker's draft must be drawn in sterling on an account at a branch (which must be in the UK, the
Channel Islands or the Isie of Man) of a bank which is either a member of the London or Seottish Clearing Houses or
which has arranged for its cheques and banker's drafts to be presented for payment through the clearing facilitizs
provided for the members of those Clearing Houses and must bear th:z appropriate sorting code number in the top right
hand corner.

Applications may be accompanied by a cheque or banker's dratt drawn by someone other than the applicant(s), but any
moneys to be retumed will be sent by crossed cheque in favour of the person(s) named in Boxes 4 and 6 (if any).

{f you are also applying on the Pink Application Form, you must pin a separate cheque or banker's draft to each
completed Applicttion Form.

6 You may apply jointty with up to three ather persons,

If you do so, you must then arrange for the Application Form to be completed by or on behalt of each joint apphcant (up
to 2 maximusn of three other persons, in addition to the first applicant). Their full names and addresses should be put in
BLOCK CAPITALS in Box 6. Letters of acceptance in the names of joint applicants will be sent to the appheant named in
Box 4.

IMPORTANT: If you make a joint application, you will not be able to transfer the shares into a PEP. If you are
interested in transferring your shares into a PEP, you should apply in your name only.

7 Box 7 must be si¢, ied by or on behalfof #*.  jointapplicant {other than the first applicant who should sign in Box 3
and complete Box 4).

If any Individual is signing on behalf of any joint applicant(s), the power(s) of attorney (or a copy {copies) certified by a
solicitor) must be enclosed for inspection.

8 If you are unable to warrant in the terms of any of points {i), (li} or (iii) set out below Box 7, you must delete the
relevant warranty and give such further information as is requested.

You must send the completed Application Form together with the cheque or banker's draft by post, or delwer it by hand,
to Llovds Bank Plc, Registrar’s Department, Issue Section, P.O. Box 1000, 2nd Floor, Bolsa House, 80 Cheapside,
London EC2Y 6EE s0 a5 to be received not later than 10.00 a.m. on 24th June 1992,

If vou post your Application Form, you are reconmended to use first class pos! and allow ai least fuwo working days for delvery,
Pitotostat coptes of Appleation Forms will not be aceepled. Multiple or suspeeled mudtiple applieahons may be rejected i ther

enterely




i
AT A " T .
T T

Appiailes
plc \
Public Dfé‘\?‘r Application Form ] FOR DFICIAL
depondent financial adviser autharsed under 7 USE ONLY

H

£ making uny application ko acpuire shares jou are secommended to. consut &8 in

ipancal Serviees Act 1956,
i offer by Schrodars of 11,613,193 ordinary shates of 10p cach in Keawond Appliances ple

ty apghication

v ) a1 285p per share, pavablei e
e 31 Ip e pay * 1 Form o

shares _ ‘
- I Acieplanie »

IWe offer to acquize

at the Offer price of 285p per share (or any smaller number of sha
yable in full on application &n the term; and conditions set out in
dated 17th June 1992 and subject to the memorandum and articler- 9

res for wehich this application 15 accepted)
this Appacation Form and the Prospectus

f asspaation of Kenwood Appliances ple "7
rrer e

3 Shares allocat

and I'we attach a cheque of
banker's draft for the amount £ " -
payatle to “Lloyds Bank Plc 4 Amount rece
AIC Kenwood Appliances plc Offer” (285p multiplied by the nuziber of shares inserted in Box 1),
. £
r Dated 1992 Signature emreerertren
5, Amount pas
£
Please use BLOCK CAPITALS
Forename(s) {in full}
Mr, Mrs, Ms, Misy or tille & Amount ret
Sumame
Minor's forename(s} (in full) £
Surname Date of birth e rmsrer—ine
7. Cheque po
Address {in full}—
Postcode 8. Sphts regst
| s [ Pin here your cheque of banker's draft made payable to “Lloyds Bank Plc A/C Kenwood
Appliances ple Offer” and crossed “Not negotiable” for the amount in Box 2 e

lin Boxes 6 and 7 only when there is more than one applicant. The first or sole applicant should sign in Box 3 and complete Box 4. Inserl
\e names and addresses of the second and subsequent applicants, each of whose signature is required in Box 7.
+B. 1f you make 2 joint application, you will not be able to transfer the shares into 2 PEP,

-

3 Please use BLOCK CAPITALS

Forenamefs) (in full) Forenamae(s) (in full) Forename(s) {in full) ——e————
Mr., Mrs, Ms, Miss or title Mr, Mts, Ms, Miss or title Mr, Mrs, Ms, Miss or title
Surname Surname Surname
Address {in full) Address {in full} Address {in full)
— = Posicode Postcode Posicode
7 Signature Stnature Signnture

Except to the extent that you delete any of the follawing, you warrant that:
{f} 1We amdare not applving as, or 25 {a) nomince(s) or agent{s) for, (a) person{s) who isfare or may
Act 1986 (depositary 1eceipls and clearance services).

(i) 1'We am/are not applying as, or a$ (2) nominee(s) ar agenit{s)
meamning of section 81 of the Finance Act 1980. 1f thas warranty i

the shares was miade to the London Steck Exchange.
() 1'We amfare not applying for registration as, or as (a) nominec(s) or trustee(s) for, a boady of persons established for charitable purposes onlv. 1f this
deleted, please state name of charity and registered number (where applicable).
Apph:atons must be received by 10,08 a.m. on 24th June 1592, The completed Application Form together with a cheque or banker's draft for the amount pat
be posted, or delivered by hand, to Lloyds Bank Ple, Registrar's Department, Iseise Section, P.O. Box 1000, 2nd Floor, Bolsa House, 80 Cheapside, London
Anv person signing this Application Form under a power of attorney must enclose the original power of attorney {orF a copy certificd by a solicitor) for »

be persons mentioned in section 93 or section Yoot 1

for, (n) person(s) who isfare {2) market maker(s} In the shares of Kenwood Appllances Pl
s deleted, please state the date on which application for reglstration as a market maker n
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