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CSL (Dualcom) Limited

The Directors' Report

Year ended 31 March 2006

The directors present their report and the financial statements of the company for the year ended
31 March 2006,

Principal activities
The principal activity of the company during the periocd was to develop and market elecironic security products.
On the 1 November 2004 the company changed its name from CSL (Communications) Limited.

Directors
The directors who served the company during the year were as follows:

C Brookes

S J Banks

M J Hawker

T M Colgan

R A Finch {Retired 18 April 2005)

The company is a wholly owned subsidiary and the interests of the group directors are disclosed in the financial
statements of the parent company.

Directors’ responsibilities
The directors are responsible for preparing the financial statements in accordance with applicable law and
United Kingdom Generally Accepted Accounting Practice.

Company law requires the directors to prepare financial statements for each financial year which give a true
and fair view of the state of affairs of the company and of the profit or loss of the company for that year.

In preparing those financial statements, the directors are required to select suitable accounting policies, as
described on pages 9 to 11, and then apply them on a consistent basis, making judgements and estimates that
are prudent and reasonable. The directors must also prepare the financial statements on the going concern
basis unless it is inappropriate to presume that the company will continue in business.

The directors are responsible for keeping proper accounting records which disclose with reascnable accuracy
at any time the financial position of the company and to enable them to ensure that the financial statements
comply with the Companies Act 1985. The directors are also responsible for safeguarding the assets of the
company and hence for taking reasonable steps for the prevention and detection of fraud and other
irregularities.

In so far as the directors are aware:
there is no relevant audit information of which the company's auditors are unaware; and

the directors have taken all steps that they ought to have taken to make themselves aware of any relevant
audit information and to establish that the auditors are aware of that information.




CSL (Dualcom) Limited

The Directors' Report (continued)

Year ended 31 March 2006

Small company provisions

This report has been prepared in accordance with the special provisions for small companies under Part VI of

the Companies Act 1985.

Registered office:
Salamander Quay West
Park Lane

Harefield

Middlesex

UBS 6NZ

Approved by the directors on .....

Signed by order of the directors

T M Colgan
Company Secretary




CSL (Dualcom) Limited

Independent Auditor's Report to the Shareholder of CSL (Dualcom) Limited

Year ended 31 March 2006

We have audited the financial statements of CSL (Dualcom) Limited for the year ended 31 March 2006 which
comprise the Profit and Loss Account, Statement of Total Recognised Gains and Losses, Balance Sheet,
Accounting Policies and the related notes. These financial statements have been prepared in accordance with
the Financial Reporting Standard for Smaller Entities {effective January 2005) and on the basis of the
accounting policies set out therein.

This report is made solely to the company's shareholder in accordance with Section 235 of the Companies Act
1985. Qur audit work has been undertaken so that we might state to the company's shareholder those matters
we are required to state to them in an auditor's report and for no other purpose. To the fullest extent permitted
by law, we do not accept or assume responsibility to anyone other than the company and the company's
shareholder, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of directors and auditor

As described in the Statement of Directors’ Responsibilities the company's directors are responsible for the
preparation of the financial statements in accordance with applicable law and United Kingdom Accounting
Standards (United Kingdom Generally Accepted Accounting Practice).

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and [reland).

We report fo you our opinion as to whether the financial statements give a true and fair view and are properly
prepared in accordance with the Companies Act 1985. We also report to you if, in our opinion, the Directors'
Report is not consistent with the financial statements, if the company has not kept proper accounting records, if
we have not received all the information and explanations we require for our audit, or if information specified by
law regarding directors' remuneration and other transactions is not disclosed.

We read the Directors' Report and consider the implications for our report if we become aware of any apparent
misstatements within it.

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the
Auditing Practices Board. An audit includes examination, on a test basis, of evidence relevant to the amounis
and disclosures in the financial statements. it also includes an assessment of the significant estimates and
judgements made by the directors in the preparation of the financial statements, and of whether the accounting
policies are appropriate to the company's circumstances, consistently applied and adequately disclosed.

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




CSL (Dualcom) Limited

Independent Auditor's Report to the Shareholder of CSL (Dualcom) Limited (continued)

Year ended 31 March 2006

Opinion
In our opinion:

the financial statements give a true and fair view, in accordance with United Kingdom Generally Accepted
Accounting Practice applicable to Smaller Entities, of the state of the company's affairs as at 31 March 2006
and of its profit for the year then ended;

the financial statements have been properly prepared in accordance with the Companies Act 1985; and

the information given in the Directors' Report is consistent with the financial statements year ended

(M puloyo Hoom UL

MACINTYRE HUDSON LLP

31 Castie Street Chartered Accountants
High Wycombe & Registered Auditors
Buckinghamshire

HP13 6RU




CSL (Dualcom) Limited

Profit and Loss Account

Year ended 31 March 2006

Turnover

Cost of sales

Gross profit

Distribution costs
Administrative expenses

Operating profit

Interest payable and similar charges
Profit on ordinary activities before taxation

Profit on ordinary activities after taxation,
being profit for the financial year

Note

1

Period from

Year to 1 Nov 04 to

31 Mar 06 31 Mar 05

(restated)

£ £

4,729,940 1,637,993
3,118,216 1,058,606
1,611,724 579,387
46,502 19,809
1,450,385 365,672
114,837 193,806
28,392 19,571
86,445 174,235
£86,445 £174,235

The accounting policies and notes on pages 9 to 19 form part of these financial statements.

-6-




CSL (Dualcom) Limited

Statement of Total Recognised Gains and Losses

Year ended 31 March 2006

Profit for the financial year
attributable to the shareholder

Total recognised gains and losses relating to the year
Prior year adjustment (see note 3)

Total gains and losses recognised since the last annual report

Year to
31 Mar 06

£

86,445

86,445
480,387

£566,832

Period from
1 Nov 04 to
31 Mar 05
(restated)

174,235

174,235
426,312

£600,547

The accounting policies and notes on pages 9 to 19 form part of these financial statements.

-7-




CSL (Dualcom) Limited

Balance Sheet

31 March 2006

Fixed assets
Intangible assets
Tangible assets
Investments

Current assets
Stocks

Debtors

Cash at bank

Creditors: amounts falling due within one year
Net current liabilities

Total assets less current liabilities

Creditors: amounts falling due after more
than one year

Capital and reserves
Called-up equity share capital
Share premium account
Profit and loss account

Deficit

Note

[< 3¢ B -0

00 =~

10

"

13
14
15

2006 2005
£ £ £

445,225 480,387

171,508 46,631

16,000 374,311

632,733 901,329

150,943 71,840
2,535,172 1,628,486
54,493 2,755
2,740,608 1,703,081
3,121,106 2,148,771
(380,498) (445,690)

252,235 455,639

569,896 859,745
£(317,661)  £(404,106)

534,109 534,109

1,074,236 1,074,236
(1,926,008)  (2.012,451)

£(317,661)  £(404,106)

These financial statements have been prepared in accordance with the special provisions for small companies
under Part VIl of the Companies Act 1985 and with the Financial Reporting Standard for Smaller Entities

{effective January 2005).

These financial statements were approved by the directors on the

signed on their behalf by:

e
TM Colgah

2006 and are

The accounting policies and notes on pages 9 to 19 form part of these financial staiements.
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CSL (Dualcom) Limited

Accounting Policies

Year ended 31 March 2006

Basis of accounting
The financial statements have been prepared under the historical cost convention, and in accordance with the
Financial Reporting Standard for Smaller Entities (effective January 2005).

The accounts have been prepared on a going concern basis as the company has become profitable as a result
of restructuring which took place during the prior period. This is expected to continue in the future,

Changes in accounting policies
In preparing the financial statements for the current year, the company has adopted the following Financial
Reporting Standards:

- Financial Reporting Standard for Smaller Entities (effective January 2005).

The adoption of the Financial Reporting Standard for Smaller Entities (effective January 2005) has resulted in
the following changes in accounting policies:

Proposed equity dividends

if the company declares dividends to the holders of equity instruments after the balance sheet date, the
company does not recognise those dividends as a liability af the balance sheet date. The aggregate amount of
equity dividends proposed before approval of the financial statements, which have not been shown as liabilities
at the balance sheet date, are disclosed in the notes to the financial statements. Previously, proposed equity
dividends were recorded as liabilities at the balance sheet date.

Equity instruments

The company's ordinary shares are classified as equity instruments and, as in previous years, are disclosed
under ¢apital and reserves on the balance sheet.

Preference shares

In accordance with the presentation requirements of the Financial Reporting Standard for Smaller Entities
(effective January 2005), preference share capital has been reclassified as a financial liability. The prior year's
balance sheet has been restated to reflect this change.

Turnover
Turnover consists of amounts invoiced, net of Value Added Tax, with an adjustment for deferred income on
recurring airtime revenue.

Deferred income is calculated for recurring airtime and is recognised over the length of the agreement.




CSL (Dualcom) Limited

Accounting Policies (continued)

Year ended 31 March 2006

Research and development

The directors have revised the accounting policy for research and development expenditure. Previously, these
costs were written off as incurred, except that development expenditure incurred on an individual project was
carried forward in certain circumstances where it was considered to be of a capital nature and when its future
recovery against proceeds on realisation could be reasonably regarded as assured in the short term.

In respect of products exploited by the company, the directors now consider it appropriate to capitalise
development costs on the basis that they will generate future revenue streams. This expenditure is amortised
over a three year period commencing from the date when the products are brought into commercial production.

This represents a change in accounting policy and has led to a prior year adjustment (per note 3).

Amortisation

Amortisation is calculated so as to write off the cost of an asset over the useful economic life of that asset as
follows:

Development expenditure - 3 years

Fixed assets
Fixed assets are initially recorded af cost. [n the event of a permanent diminution of value, they are written
down to their recoverable amount.

Depreciation
Depreciation is calculated so as to write off the cost of an asset over the useful economic life of that asset as
follows:

Leasehold improvements - 5% on cost
Plant and machinery - 20% - 33% on written down value

Plant and machinery includes tooling utilised on the development of specific projects. When the future recovery
of such tooling costs can reasonably be regarded as assured, the tooling is depreciated in line with future sales
from the related project over a period not exceeding four years commencing from the launch of the project.

Stocks
Stocks are valued at the lower of cost and net realisable value, after making due allowance for obsolete and
slow moving items.

Work in progress

Work in progress is valued on the basis of direct costs plus atiributable overheads based on normal leve! of
activity. Provision is made for any foreseeable losses where appropriate. No element of profit is included in the
valuation of work in progress.

Operating lease agreements
Rentals applicable to operating leases where substantially all of the benefits and risks of ownership remain with
the lessor are charged against profits on a straight line basis over the period of the lease.
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CSL (Dualcom) Limited

Accounting Policies (continued)

Year ended 31 March 2006

Pension costs

The company operates a defined contribution pension scheme for employees. The assets of the scheme are
heid separately from those of the company. The annua! contributions payable are charged to the profit and loss
account,

Deferred taxation

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the
balance sheet date where transactions or evenis have occurred at that date that will result in an obligation to
pay more, or a right to pay less or to receive more tax, with the following exceptions:

Provision is made for tax on gains arising from the revaluation (and simitar fair value adjustments) of fixed
assets, and gains on disposal of fixed assets that have been rolled over into replacement assets, only to the
extent that, at the balance sheet date, there is a binding agreement to dispose of the assets concerned.
However, no provision is made where, on the basis of all available evidence af the balance sheet date, it is
more likely than not that the taxable gain will be rolled over into replacement assets and charged to tax only
where the replacement assets are sold.

Deferred tax assets are recognised only to the extent that the directors consider that it is more likely than not
that there will be suitable taxable profits from which the future reversal of the underlying timing differences
can be deducted.

Deferred tax is measured on an undiscounted basis at the tax rates that are expected to apply in the periods in
which timing differences reverse, based on tax rates and laws enacted or substantively enacted at the balance
sheet date.

Foreign currencies

Assets and liabilities in foreign currencies are translated into sterling at the raies of exchange ruling at the
balance sheef date. Transactions in foreign currencies are transiated into sterfling at the rate of exchange ruling
at the date of the transaction. Exchange differences are taken into account in arriving at the operating profit.

Financial instruments

Financial instruments are classified and accounted for, according to the substance of the contractual
arrangement, as either financial assets, financial liabilities or equity instruments. An equity instrument is any
contract that evidences a residual interest in the assets of the company after deducting all of its liabilities.

Deferred expenditure

Expenditure incurred after 31 October 2004 relating to material costs and directly attributable overheads of
alarm units has been deferred. This expenditure is being written off on a straight line basis over the useful
economic life of the units, which has been estimated at 7 years.
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CSL (Dualcom) Limited

Notes to the Financial Statements

Year ended 31 March 2006

1.  Operating profit
Operating profit is stated after charging/(crediting):

Staff pension contributions

Amortisation

Depreciation of owned fixed assets

Auditor's fees

Exceptional item - Investment written off (note 8)

2. Directors’ emoluments
The directors' aggregate emoluments in respect of qualifying services were:

Aggregate emocluments
Value of company pension contributions to money purchase schemes

Year to
31 Mar 06
£

12,534
91,162
35,593
12,000
358,311

Year to
31 Mar 06
£

324,611
33,000

£357,611

Period from

1 Nov 04 to

31 Mar 05
£

396
20,486
5,348
5,000

—

Period from

1 Nov 04 to

31 Mar 05
£

88,292
7,500

£95,792

The number of directors who accrued benefits under company pension schemes was as follows:

Money purchase schemes

-12 -

Year to
31 Mar 06
No

Period from

1 Nov 04 to

31 Mar 05
No

2




CSL (Dualcom) Limited

Notes to the Financial Statements

Year ended 31 March 2006

3.  Prior year adjustment
The directors have revised the accounting policy for research and development expenditure.

Development costs are now capitalised and amortised over three years from the date the product is

brought into commergial production.

This change in éccounting policy ted to a net increase in the opening profit and loss reserves of £480,387
at 1 April 2005, This adjustment was due to £525 456 of development costs having been incurred up to
31 March 2005 and subsequently capitalised, against which £45,069 of amortisation was charged.

The opening profit and loss reserves at 1 November 2004 were increased by £426,312. This was due to
£450,895 of development costs having been incurred up to 31 October 2004 and subsequently

capitalised, against which £24,583 of amortisation was charged.

4. Intangible fixed assets

Cost
At 1 April 2005
Additions

At 31 March 2006

Amortisation
At 1 April 2005
Charge for the year

At 31 March 2006
Net book value

At 31 March 2006
At 31 March 2005

-13-

Development
expenditure

525,455
56,000

581,456

£445,225
£480,387
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CSL (Dualcom) Limited

Notes to the Financial Statements

Year ended 31 March 2006

5. Tangible fixed assets

Leasehold Fixtures and
improvements Tooling fittings Total
£ £ £ £
Cost
At 1 April 20056 16,633 120,642 187,797 325,072
Additions 13,835 - 146,635 160,470
At 31 March 2006 30,468 120,642 334,432 485,542
Depreciation
At 1 April 2006 3,669 120,642 154,130 278,441
Charge for the year 1,340 - 34,253 35,593
At 31 March 2006 5,009 120,642 188,383 314,034
Net book value
At 31 March 2006 £25,459 - £146,049 £171,508
At 31 March 2005 £12,964 - £33,687 £46,631
6. Investments
Total
£

Cost
At 1 April 2005 and 31 March 2008 374,311
Amounts written off
Written off in year 358,311
At 31 March 2006 358,311
Net book value
At 31 March 2006 £16,000
At 31 March 2005 £374,311

The investment is in an unlisted company.
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CSL (Dualcom) Limited

Notes to the Financial Statements

Year ended 31 March 2006

7.  Stocks
2006 2005
£ £
Raw materials 8,400 -
Work in progress - 4,920
Finished goods 142,543 66,920
£150,243 £71,840
8. Debtors
2006 2005
£ £
Trade debtors 1,353,494 1,030,337
Deferred expenditure 719,450 182,362
Prepayments and accrued income 162,228 115,787
Deferred taxation (note 9) 300,000 300,000
£2,535172 £1,628,486
The debtors above include the following amounts falling due after more than one year:
2006 2005
£ £
Deferred expenditure 300,000 155,361
Deferred taxation 300,000 300,000
£600,000 £455,361

Trade debtors include £Nil (2005: £212,357) covered under a factoring agreement.
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CSL (Dualcom) Limited

Notes to the Financial Statements

Year ended 31 March 2006

9. Deferred taxation
The deferred tax included in the Balance sheet is as foliows:

Year to
31 Mar 06
£

Included in debtors (note 8) 300,000

Period from

1 Nov 04 {o

31 Mar 05
£

300,000

The balance of the deferred taxation account consists of the tax effect of timing differences in respect of:

2006
£

Tax losses available 300,000
£300,000

2005
£

300,000

£300.000

The directors are of the opinion that forecasts covering the next few years provide reliable evidence that

suitable tax profits will arise in the future, against which the losses may be relieved.

10. Creditors: amounts falling due within one year

2006 2005
£ £
Bank loans and overdrafts - 133,237
Trade creditors 798,483 871,838
Other taxation and social security 97,851 87,779
Other creditors 2,224772 1,055,917
£3,121,106 £2,148,771

The following liabilities disclosed under creditors falling due within one year are secured by the company:

2006
£

Bank loans and overdrafts
Amount owed to factor

——
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2005
£

133,237
328,852

£462,088




CSL (Dualcom) Limited

Notes to the Financial Statements

Year ended 31 March 2006

11. Creditors: amounts falling due after more than one year

2006 2005
£ £
Amounts owed to group undertakings 503,136 731,225
Shares classed as financial liabilities 5,000 5,000
Other creditors 61,760 123,520

£569,896 £859,745

The unsecured loan does not bear interest and only becomes repayable in the event of a sale of the
company.

Shares classified as financial liabilities represent £0.01 preference shares which have been reclassified in

accordance with the presentation requirements of the Financial Reporting Standard for Smaller Entities
(effective 1 January 2005).

12, Commitments under operating leases

At 31 March 2006 the company had aggregate annuai commitments under non-cancellable operating
leases as set out below,

2006 2005
£ £
Operating leases which expire:
Within 1 year - 85,284
Within 2 to 5 years 49,758 19,857
£49,758 £85,141
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CSL (Dualcom) Limited

Notes to the Financial Statements

Year ended 31 March 2006

13. Share capital
Authorised share capital:

2006 2005

£ £
238,071 Ordinary shares of £1 each 238,071 238,071
158,714 Ordinary "A" shares of £1 each 158,714 158,714
248,215 Ordinary "B" shares of £1 each 248,215 248,215
1,955,000 Ordinary "C" shares of £0.25 each 488,750 488,750
2,600,000 Ordinary "D" shares of £0.25 each 650,000 650,000
580,000 Deferred shares of £0.75 each 435,000 435,000
500,000 Preference shares of £0.01 each 5,000 5,000
1 Voting share of £1 each 1 1
£2,223,751 £2,223,751

Allotted, called up and fully paid:
2006 2005

No £ No £
Crdinary shares of £1 each 200,000 200,000 200,000 200,000
Ordinary "A" shares of £1 each 158,714 158,714 158,714 158,714
Ordinary "B" shares of £1 each 175,395 175,395 175,395 175,395
Preference shares of £0.01 each 500,000 5,000 500,000 5,000

1,034,109 £539,109 1,034,109 £539,109

Equity shares:

2006 2005
No £ No £

Ordinary shares of £1 each 200,000 200,000 200,000 200,000
Ordinary "A" shares of £1 each 158,714 158,714 158,714 158,714
Ordinary "B" shares of £1 each 175,395 175,395 175,395 175,395

534,109 £534,109 534,109 £534,109
Shares classified as financial liabilities:
Preference shares of £0.01 each 500,000 £5,000 500,000 £5,000

The preference shares carry a right to dividends of £0.11 per share per annum. In the event of liquidation,
preference shareholders rank in priority to ordinary shareholders up to a sum of £1 per share together
with an amount equal to any arrears in preference dividends. Preference shareholders have no voting
rights.
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CSL (Dualcom) Limited

Notes to the Financial Statements

Year ended 31 March 2006

14. Share premium account
There was no movement on the share premium account during the financial year.

15. Profit and loss account
Period from
Year to 1 Nov 04 to
31 Mar 06 31 Mar 05

£ £
Balance brought forward as previously reported {2,492,838) (2,612,998)
Prior year adjustment (note 3) 480,387 426,312
Balance brought forward restated (2,012,451) {2,186,686)
Profit for the financial year 86,445 174,235
Balance carried forward £(1,926,0068) £(2,012,451)

16. Ultimate parent company
The ultimate parent company is CSL Investments Limited, a company incorporated in England.
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