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Financial Summary

1 L
. YEAR ENDED 31 DECEMBER 1994

1992 1993 1994 1995 1996
£000 £000 £000 £000 £000

Results

Turnover 50,426 54,004 58,007 73,022 64,438

Operating profit/{loss)* 1,013 (1,494) (90) 398 1,028

Net borrowing (cost)/gain (879) (695) 380 (216)  (510)

Profit/{loss)before tax 134 (2,189) {610) 182 518
. Tax (charge)/credit {32) - 263 (131) (215)

Profit/{loss) after tax 102 (2,189} {347) 51 303

*Operating profit/(loss) includes items reported previously as exceptienal.

Funding

Shareholders’ funds 3,432 1,070 1,008 1,388 1,244
Discounted bills receivable with recourse 408 84 1,253 1,988 973
Other loans ond borrowings nei of cash 7,862 7,026 2,816 2,734 2,949

Total loans and other borrowings net of cash 8,270 7,110 4,069 4,722 3,922

Share Capital

Crdinary shares of 10 pence ("000) 26,000 26,123 27,012 29,043 30,187
Convertible Preference Shares of £1 ("000) 4,224 4,224 4,224 3,512 3,054
Net asset value per ordinary share (pence) 13.2 4.1 3.7 4.8 4.1
‘ Fully diluted net asset value per share {pence) 10.6 3.6 3.3 4.2 4,2

Earnings/{loss) per ordinary share (pence) 0.2 (8.6} (1.5) 0.1 0.9
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1996 represents our third yeor of sustained
improvement in results. The operating profit of
£1,028,000 [(1995: £398,000, 1994 loss:
£990,000) reflects cur focus on margins as it was
achieved on turnover levels in line with 1995 ofter
taking account of sterling’s upgreciation. The profi
before tox has increased to £518,000 (1995:
£182,000, 1994 loss: £610,000); there will be no
dividend  poyment. Good  working  copital
management continves and hos resulied in @
reduction in year end net borrowings to £3.9 million

(1995: £4.7 million).

Riva is building on its position as Europe’s leading
independent point of sale systems provider, with
expertise in softwarg, hardware and support services.
Qur customers, the retailers, are continuing io invest
in technology as an important port of their
competitive odvontage. Having traditionally used
point of sale equipment to provide dato for their
internal management, retailers are increasingly using
innovotive software to improve their morketing. Riva
is at the forefront of these software developments
with its emphasis at the point of sale, notably with

customer loyalty opplications.

Our primary market in the UK is the High Street
multiple retailers, where we cre the market leader in
Windows based point of sale software. This position

has been confirmed by major contract wins with

Harrods, Sketchley Retail, Coral and the Post Office
Counters. In continental Europe our focus is mainly
with the supermarkets, providing in-depth expertise in
Unix based software. This has led to major new sales
in all our markets, including for exomple Migros, the
largest retailer in  Switzerlond, and the 3PAR
organisation in Belgium and Denmark. There is a
growing awareness of the trend to Windows in this
market place and we are working on providing the
resilience of Unix based solutions with the user

triendliness of Windows.

We will continve to pursue our position as the
leading independent point of sole systems provider,
and look to expand further in the international reiail
market by increasing our activities in partnership with
major IT vendors. We expect the progress of the last

three years to continue.

leg

P H Giles
Chairmen

2 May 1997
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UK Businesses

Riva Systems and Riva Elecironics both continued
their improvement in profitability during 19964, based
on increased activity levels and a higher content of

software and project menagement billing.

Riva Systems

R.Sysfems has built upor its success in the
Windows based Power range of products, with in
excess of 3,000 points of scle now installed. This
consclidetes our status as Microsoft’s Premier Relail
Partner in the UK. Working both independently and
closely with networking ond retail management
software partners we have been successtul in winning
new major accounts such as Harrods, Sketchley
Retcil and the Post Office Counters. The Power
products are now being developed for the next
generation with open standards and object linked
U.ecture. We expect this will enable us to remain
o step ahead of the competition in our core market.
We hove also been successful in our Hewlett Packard
feseller business, and in the Wholesale division we
hove committed significant development resources to
provide our cash & carry customers with an updated
Windows bosed software solution.

Working closely together Riva Systems ond Riva
Electronics hove combined their software and
hardware integration skills o develop o betting shop
application for Corcl. We have recently signed a £10

million coniract as o result and expect that there will

xaeview ot Operations

be significant benefits from this product, the Riva

Recogniser, in the next few years.

Riva Electronics

Riva Elecironics has successfully developed its third
pary business in hardware and with the lnstore2000
successes in Scandinavia has demonstrated iis
expertise in food supermarket point of sale softwaore.
The real benefit for multi-foscic retailers is that
Instore2000 represents a hardware independent, very
flexible, development tool, encbling @ common point
of sale software strategy to be odopted across each
chain. During 1997 Riva Electronics will increase its
third porty hardware distribution  business and
increase its activity in wider international markets
with partners, seliing the Group’s core point of sale

software experiise.

Continental Businesses

After three years of stemming the losses in continental
Europe we now have in place ¢ mancgement team
capcble of achieving further growth and development

of the continental businesses.

Riva Holland

Holland’s profitability was maintained in 1996 and
we succeeded in developing major new account
opportunities for 1997. Customers such as Zeemans,
Edah, Bijenkorf and Primarkt (Albert Heijn Group)

ore now amongst our customers. Holland has a

three

AT YAIY 8Ct6H




- keview of Operations

»

four

leading position in  loyolty and multimedia
applications with food supermarket retailers and will
expand this side of its business in 1997. We have
also won major third party maintenance deals with
\(room & Dreesmenn and intergamma, the largest
DIY chain in the Benelux, The software qualily is high
ond the professional team will build upon these

successes and generote further profits in 1997,

Riva France

We have made major progress in France in the last
two yeors and it is particularly pleosing to record a
profit in this business. We have centralised the
service operations in Paris ond buili o response
cenire to improve the quality of service to customers.
Using  modern  telephony  and contracis
administration software we expect jo further improve
the performance ratios in the coming months io
enable us to win third party business and improve the
efficiency of the resources deployed in the field.

The software team has worked closely with
Switzerland to deliver @ point of sale system including
software and hardware to Migros, the biggest retailer
in Switzerland. This project demonstrates our ability
io professionally manage international, cross border
developments.

Having consolidated our position as mojor supplier
to Intermarche, with some 7,000 lanes now instalied,

we gre targeting the major national chains, working

with partners where necessary, to raise the profile of

the Company. The Decathlon {Auchan Group) sports
supermarket reference site now gives us a platform
from which io build our general retail position, which
will improve the stability and profitability of the

Company in the next few years.

Riva Spain

After the heavy losses of previous years it was pleosing
to return to o small profit position in Spain. Having
resolved the local funding issues and re-established
normal commercial relationships with suppliers we
have achieved a significant turnaround in results by
focusing on our core point of sale expertise. We have
developed good customer relationships with the
regional multiple food supermarket chains, in
particular within the major buying groups in Spain.
Whilst it remains a small operation, in 1997 we expect
io coniinue this progress and raise the profile of the
Company to target the major national accounts. This
should allow us to achieve significant growth over the

next few years.

Riva Denmark

Following the losses incurred at the half year we
have significantly reshaped the business in Denmark,
withdrawing from peripheral activities such os
checkout manufacture, development of return botile
machines and the hospitality business. The operation
is now focused on point of sole solutions with the

supermarket chains, and comprises a software

oA LROILE slnr A RIVOET LMD AT NTT
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development and support team, with o service and
maintenance operation. We have had significant
success with the new Instore2000 software product
within the SPAR organisation in Denmark and major
refgilers ore showing keen interest in the new
software. The business has beer‘1 stabilised and we
expect 1o exploit the initial successes in the second
.olf of 1996 by applying o Scandinavian wide
strategy with major foed supermarket retailers, both

independently and with partners,

Riva Switzerland

Switzerland has  been re-shaped in 1996,
restructuring its hospitality business and focusing
on the maior food supermarket retaiters. The success
with Migros is o significant win and one upon

which we aim to build in 1997.

‘ivu Belgium

Belgium recorded o small loss in view of the flat
reiail morket. However a change of focus to the
general retail and hospitality sectors helped limit
the impact of the Padlock law (limiting new store

openings) and we expect an improvement in 1997.
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The directors submit their Report and the Audited

Accounts for the year ended 31 December 1996,

Activities and Review of Operutions

The Company is o holding company providing financial
and munagement services to its trading subsidiaries.
The principal octivities of the Group are
the development and support of point of sale and
store management information software, provision
and service of hardware terminals, and professional
services associated with their installation ond
operation by retailers.

Further details of these activities, the development
of the Company and its subsidiaries, and likely
future developments are given in the Chairman’s
Statement on page 2 and the Review of Operations

on pages 3 fo 5.

Results and Dividends

Turnover for the year amounted to £64,438,000 (1995:
£73,022,000). The Group's profit before taxation for
the year amounted to £518,000 (1995: £182,000).
Detailed results for the year are shown in the Profit and
Loss account on page 11. The net profit affer taxation
for the year amounted to £303,000 (1995: £51,000)
and after an appropriaiion for the finance costs of non-
equity shares amounting to £31,000 (1995: £31,000)
an omount of £272,000 (1995: £20,000) hos been
transferred 1o reserves. In view of the deficit on

distributable reserves there will be no dividend payment.

Fixed Assets

The directors are of the opinion that there has been no
permanent diminution in the value of freehold properties
which are stated at cost less accumulaled depreciation in

the accounts {net book amount £591,000}.

Directors

The composition of the Boord of directors is shown
on the inside front cover.

Mr L Turndal was appointed as o non-executive
director on ¢ October 19%6.

At the Annual General Meeting to be held on 26
June 1997, Mr L Turndal, who was appointed since
the last Annual Genercl Meeting, retires and, being
eligible, offers himself for re-election. Mr P H Giles
retires by rotation and, being eligible, also offers
himself for re-election.

Mr D A Bendall, Mr P A Briggs, Mr A S Petrie and Mr
D Turner have service coniracts with the Company
which are terminable by not less than twelve months
notfice. The contract under which Mr P H Giles
provides his services is terminable by six months

notice.

Directors’ Interests

The interests of the directors serving at 31 December
1996 and their families in the Company’s ordinary
share capital were as shown in Note 4 to the
Accounts. The righis oftaching to the shares are

summarised in Note 15 to the Accounts.

Riva GROUP ANKNUAL REPORT AND ACCOUNTS
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There have been no changes in the interests of the
directors and their fcmiiies.be1ween 31 December
1996 and 2 May 1997.

Details of directors’ options under the Compony"s
Employee Share Cption Scheme are detailed in Note

4 to the Accounts.

‘ubstuntial Shareholdings

As at 18 April 1997 the Company has been notified
of the foilowing interesis, excluding the interests of
directors, representing 3 per cent or more of its

present issued ordinary share copital.

No. of ordinary shares

Pavon Investments Inc 8,676,000
Clerical Medical and General
Life Assurance Society 2,121,571

Midland Bank International Finance

.Zorporm‘ion Limited

Loan from FBG Holdings (UK) Limited

1,000,000

F8G Holdings {UK) Limited, a company associated
with  Pavon [nvestmenis inc., @  substontial
shareholder in the Company, is the registered holder
of 1,579,928 B Cumulative Convertible Redeemable
Preference Shores of £1 ond has provided on
demand loan facilities of £1,580,000. The rights
ataching to these shares are summarised in Note 15
to the Accounis and further details of the loan are

contained in Note 12 to the Accounts.

keporr of the Directors

Employees

The Group is an equsl opportunities employer and
continues to employ people on the basis of merit and
job suitability. Promotions for all personnel are made
on the basis of an individual's abilities and aptitude.
The Group supporis the employment of disabled people
wherever possible ond assists oll personnel, both able
bodied ond disabled, in struciuring their coreers, giving
them training where appropriate. Wherever possible the
Group will confinue to employ anyone who becomes
disabled whilst in its employment. The Group
encourages communicalion between employees and

keeps all employees informed of matters affecting them.

Creditor Payment Policy
The policy of the Group is to pay creditors according

to negotioted terms,

Donations
Ne donations or contributions were made during the

year to charities or political organisations.

Auditors

Binder Hamlyn resigned as auditors of the Compony
on 27 March 1997. The direciors appointed Arthur
Andersen as ouditors on the same date to fill the
casval vacancy. The Company has received Special
Notice of a resolution for the re-appointmeni of Arthur
Andersen os cuditors ond this resolution is to be

proposed at the forthcoming Annual General Meeting.
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Annual General Meeting

In addition to the re-appo.infmeni of Arthur Andersen
as auditors, there are three further resolutions to be
considered os special business of the Annual
General Meeting. Resolutions 4 and 5 relote to the
directors’ authority to allot shares. Under the
Companies Act 1985, direciors may only aliot
unissued shares if authorised to do so by the Articles
of Association of the Company or by the
shareholders at a general meeting. Riva renews this
authority every five years and the previous authority
expires in May 1997,

Resolution 4 will grant a new authority to the
directors to allot shares up to an oggregate nominal
amount of  £1,473,000. This represents
approximately 21.2% of the toial issued share capital
of the Company at the date of this Report. The
directors have no present infention of exercising the
authority. The authority will expire on 25 June 2002.

Resoiution 5 is io authorise the directors o allot
unissued shares for cash, otherwise than pro rata to
oll the shareholders. The outhority covers cerigin
circumsiances arising on a rights issue and in other
cases is limited to the allotment of shares up 1o @
maximum amount of 1,500,000 shares, under 5% of
the current issued ordinary share capital of the
Company. This authority expires ot the conclusion of
the next Annual General Meeting of the Company or
15 months following the passing of the resolution,

whichever is earlier.

Resolution & amends the Ardicles of Association of
the Company. These amendments are required in
order that the Articles of Associotion comply with the
revised Listing Rules of the London Stock Exchange.
Resolution & (i) limits the directors’ power in Article
26 to refuse 1o register transfers of shares, on which
the Company has o lien, to parily paid shares only. it
also states that the power to refuse to register
tronsfers of shares moy not be exercised in relation to
partly paid shares which are listed on the Londen
Stock Exchange where the refusal fo register will
prevent dealings in the shores from taking place on
an open and proper basis.

Resolution & (i} amends Article 76, which entitles the
Company to impose sanctions if ¢ notice has been
given under Section 212 of the Companies Act
seeking information about interests in the Company’s
shores and proper information hos not been given
within the prescribed period. The revised Article limits
the sonction availoble to the Company to the
suspension of voting rights.

Resolution & (iii) clarifies Aricte 96, which sets out
ithe rules concerning the voting of directors on
proposals in which they have an interest, by adopting
the interpretation used in the revised Listing Rules.

By Order of the Board

$ P Jones

Secretary
2 May 1997

o
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Corporate Governance

Statement of Compliance

Prior to 9 October 1996 the Company did not have non-executive representation on the Board. Since that date Mr L
Turndal has been the sole non-executive representative on the Board and the Company hes therefore been unable to
comply with those peragraphs of the Code of Best Proctice (the Code) set out in the Report of the Commitiee on the
Financial Aspects of Corporote Governance {the Cadbury Report} which require, or else depend upon, the appointment
of two or more non-executive directors. In respect of paragragh 2.3 of the Code, Mr L. Turndal has not been appoinied
for ¢ specified term. The directors confirm that in respect of all other paragraphs of the Code the Company has complied
throughout the period.

Internal Financial Control

The directors are responsible for ensuring that the Company maintains a system of internal finenciol control to provide

them with reasonable assurance regarding the reliability of financial information used within the business ond for

publication and that ossets cre safeguarded. The directors recognise thot such o sysiem can provide only reasonable and
Ooi absolute, assurance ageinst material misstalement or loss. The key features of the internal financial control system

are as follows:

Organisational control framework

Control is exercised through an orgonisationel structure with clearly defined levels of authority and responsibility and

oppropriate reporting procedures. Information is regularly provided ot oll fevels and compared with budgeted targels

which are reviewed on a monthly baosis.

Risk monagement

The identification of major business risks is carried cut in conjunction with operating monagement and steps are taken fo

mitigate or menoge these where possible.

Financial reporting

The Company operates a comprehensive budgeting system with an annual budget approved by the directors. Monthly

trading results, balance sheets and the cash position are reported agoinst the corresponding figures for the budget and

previous year, A revised annual rolling trading forecast is prepored on a monthly basis.

Treasury management

The treasury functions of the operating compenies are overseen by the Group finance function, Major transactions are

authorised at the requisite level and there is appropricte segregation of duties. Regular reports are submitted to the

Group finance function, with weekly and rolling 13 week cash flow forecasts submitied 1o the Board.

Operating company systems

Each operating compeny maintains finoncial controls and procedures appropricte to its own business envirenment

conforming to averoll standards and guidelines.

The Board hos reviewed the effectiveness of the internal control envirorment of the Group.

"lemuneruiion Policy

As the Company did not have more than one non-executive director at any ime during the year, the executive Board has
been responsible for determining the remunergtion policy for the senior manogement throughout the Group.
Consequently, it has been unaoble to, comply with Section A of the best practice provisions onnexed to the Listing Rules
concerning remuneration committees. The Board, in framing its remunerafion policy, has given full considerciion to
Section B of the best practice provisions anrnexed fo the Listing Rules.

Remuneration policy

The Geoup aims to aftract, motivate and refain high calibre stoff by rewarding them with competitive salary and benefit
pockages which are linked to individuat responsibility and business performance. The packages are reviewed each year
or following a chonge in responsibiliies. During the review process reference is mode fo external benchmarking
oppertunities and to the level of enhanced performence required 1o motivate individuals 1o meet the Group’s objectives.
Incentive schemes’

Executive direciors porticipate in performance linked annual bonus schemes. These are based on achievement of profit
befare interest and tax and effective management of net operating assets, in excess of a pre-determined base approved
by the Board. The pre-determined rates are specified for each business unit in the Group. Performance finked bonuses
are not pensicnable.

Share options

The Board is responsible for supervising the Company’s share option scheme in accordance with rules approved by
shoreholders in General Meeting. Details of the share options held by directors are shown in Note 4 o the Accounts.

nine
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Service contracts

There are no controcts of service under which directors are employed other than controcts expiring or terminable within
one year and without payment of compensation, Details of fhe unexpired term of directors’ service contracts for those
directors seeking election or re-election at the forthcoming Annual General Meeting of the Company are as follows:

® Mr P H Giles has @ six month rolling contract under which his services are provided; ond

® Mr L Turndal does not have a service controct with the Company.

Pensions

The Group operates a number of pension schemes in the UK and overseas. The pension schemas in which the executive
directors parficipate are defined contribution schemes. The Company’s contribution to these schemes is shown in Note 4
io the Accounts. Information on the Company’s pension plans is shown in Note 21 to the Accounts.

Directors’ remuneration

Details of the remuneration paid to direciors are shown in Note 4 to the Accounts.

Going Concern

Having reviewed the Group's liquid resources ond borrowing facilities and its cash flow forecasts the directors hove a
reasonable expectation that the Group has odequate resources io confinue in operational existence for the foreseeable
future. For this reason they continue to adopt the going concern basis in preparing the accounts.

Auditors’ Statement

The auditors have confirmed thai, in their opinion, with respect to the directors” sfatements on internal financial centrol
and going concern, the directors have provided the disclosures required by paragraph 4.5 of the Code {as supplemented
by the related guidance for directors} and paragraph 12.43 () of the Listing Rules and such statements ore not
inconsistent with the information of which they are oware from their audit work on the financiol stalements; and that the
directors’ other statements appropriately reflect the Company’s compliance with the other paragraphs of the Code
specified for their review. They were not required to perform the additional work necessary to, and did not, express any
opinion on the effectiveness of either the Compony’s system of internal control or ils corparate governonce procedures
aor on the ability of the Company end Group to continue in operational existence.

Directors’ Responsibilities

Company law requires the directors fo prepare the financial statements for each financial year which give ¢ true and fair

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

those finoncial statements, the directors are required to:

® sclect suitoble accounting policies and apply them consistently;

® mcke judgements and estimates that are reasonable and prudent;

® sigte whether applicable cccounting standards have been followed, subject to any material depariures disclosed and
explained in the financiol statements; ond

® arepare financial statements on the going concern basis unless it is inappropriate to presume that the Company will
confinue in business.

The direclors are respensible for keeping proper accounting records which disciose with reasonable accurocy at any ftime
the financiol position of the Company and of the Group and io enable them to ensure that the financial stotements
comaly with the Companies Act 1985. They are also responsible for safeguarding the assets of the Company and hence
for taking reasonable steps for the prevention of fraud and other irregularities, The directors confirm thot suitable
accounting policies, consistently applied and supported by reascnable and prudent judgements and estimotes, have been
used in the preparation of the financial stotements, and that applicebie accounting standards have been followed.




_. , Group Profit and Loss Account

YEAR ENDED 31 DECEMBER 1996

1996 1995
Notes £°000 £000
1 Turnover 64,438 73,022
2 Operating profit 1,028 398
3 Net borrowing cost {510) (216)
Profit on ordinary activities before taxation 518 182
6 Tax on profit on ordinary activities (215) (131)
\. Profit on ordinary activities after taxation 303 51
17 Finonce costs of non-equity shares {31 (31
17 Profit for the year transferred to reserves 272 20
7 Earnings per ordinary share 0.%p 0.1p

Note: All turnover and operating profit derives from coatinuing octivities.

Group Statement of Total Recognised Gains and Losses

YEAR ENDED 37 DECEMBER 1996

‘ 1996 1995

£'000  £°000
Protit on ordinary activities after taxation 303 51
Currency translation {losses)/gains on foreign currency net investments (447) 272
Total recognised (losses) / gains relating to the year (144} 323
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AT 31 DECEMBER 1996

1996 1995
Notes £000 £°000
Fixed Assets
8 Tangible assets 3,087 3,702
Current Assets
10 Stocks 5,821 6,558
11 Debtors 12,667 15,772
Cash at bank and in hand 1,598 2,155

20,086 24,485

Creditors: amountis falling due within one year

12 Loans and other borrowings 5,235 6,676
13 Other crediters 15,863 18,738
21,098 25,414

Net current liahilities 1,012 929
Total assets less current liabilities 2,075 2,773

Creditors: amounts falling due after more than one year

12 Loans and other borrowings 285 201
13 Other creditors 196 727
481 928

14 Provisions for liabilities and chorges 350 457
Net assels 1,244 1,388

Capital and Reserves

15 Share capital 6,951 6,951
17 Share premium account 1,320 1,320
17 Special reserve 818 3818
17 Other reserve 139 108
17 Profit ond loss account (4,030) (3,855)
5,198 5,342
17 Goodwill reserve ' (3,954) (3,954)
19 Shareholders’ Funds 1,244 1,388

Note: Share capitel and the other reserve include the interests of the non-equily Preference Shareholders os disclosed in Note 19.

Approved by the Board on 2 May 1997

‘i/ﬂf P A Briggs, Director Mf/

A CGROUR ANNUAL REPOERET ~80 -«C"OU\

1

P H Giles, Chai
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.- . Company Balance Sheet

AT 31 DECEMBER 1996

1996 1995

Notes £'000 £'000
Fixed Assets

8 Tongible assets 28 36

9 Investments in subsidiaries 7,105 6,956

7,133 6,992

Current Assets

. 11 Debtors 713 1,484
Cash ai bank and in hand 187
900 1,484

Creditors: amounts falling due within one year
12 Loans and other borrowings 3,284 3,940
13 Other creditors 2,645 3,136
5,929 7,076

Net current liabilities 5,029 5,592
Net assets 2,104 1,400

Capital and Reserves

15 Share capital 6,951 6,951
17 Share premium account 1,320 1,320
‘ 17 Special reserve 818 818
17 Other reserve 139 108
17 Profit and loss account (7,124) (7,797)
] 19 Shareholders’ Funds 2,104 1,400

Note: Share copital and the other reserve include the interests of the non-equity Preference Shareholders os disclosed in Note 19.

Approved by the Board on 2 May 1997

P H Giles, Chairman p H Ctg————’ P A Briggs, Director ot %

Wiy ~%
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Group Cash Flow Statement

YEAR ENDED 31 DECEMBER 1996

Notes

1996 1995
£000 £'000

18 Net cash inflow / (outflow) from operating activities

2,227  (440)

Returns on investments and servicing of finance

Interest received 14 71

Interest paid (526) (591)
Interest element of hire purchase and finance lease renials {5) m
Net cash outflow from returns on investments and servicing of finence ' (515} (521)
Taxation

UK corporation tax repaid - 94

Overseos taxes paid (27} (69)
Net tax [paid) / repaid {27) 25

Investing activities
Purchase of tangible fixed ossets

Sale of tangible fixed assets

{1,059) . {1,265)
294 204

Net cash outflow from investing activities

{765} (1,06%)

Net cash inflow / (outflow) before financing

920 (1,997)

Financing

Issue of ordinary shares - 57
New loans repayable after one year 265 118
New short term loans 112 71

Repayment of bank loons (100} (159)
Principal paymenis under finance leases (46) (26)
Expenses poid in connection with refinancing - (104)
Net cash inflow / (outflow) from financing 231 (43)

18 increase / {decrease) in cash and cash equivalents

1,151 (2,040)
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Accounting Policies

YEAR ENDED 31 DECEMBER 1996

The accounts have been prepored under ihe historical cost convention ond in accordance with opplicable
Accounting Stendards.

Consolidation

The Group accounts include the results ond financial position of the Company and its subsidiaries. The results of
subsidiaries acquired are included in the Group profit and loss account from the dote of acguisition.

Goodwill, being the excess of the cost of the shares in subsidiaries over the fair value attributable to their net
tangible ossets on acquisition, is set agoinst ceserves in the yeor of acquisition,

Investments in subsidiaries are stoted at cost less amounts written off to reflect any permanent diminution in
velue.

A separate profit ond loss account dealing with the resulfs of the Company only has not been presented as
permitted by Section 230 of the Companies Act 1985.

Foreign currencies

All assets, liabilities, ond the results of overseas companies denominated in foreign currencies ere transiated at
the rates of exchange ruling ot the balance sheet date. Exchange differences arising from the retranslation of the
opening net invesiment in overseas companies, including appropriate intra-Group currency loans, cre taken
direct fo reserves.

All other exchange adjustments due to fluctuations arising in the normal course of trede are teken info account in
arriving at the operating results,

Depreciation

Depreciation is provided on ¢ straight line basis on all tangible fixed assets, other than freehold land, of the
tollowing rates calcuiated to write off the cost of each asset over iis expected useful life:

Freehold buildings 2%
Short leaseholds over the term of the lease
Plant and equipment 10% 0 33%

Research and development
Expenditure on resecrch and development is written off as incurred.

Deferred taxation
Deferred taxation is provided using the liability methed for timing differences between tax allowances and related
accounting ireatments where these are regarded as likely to crystallise in the foreseeable future.

Stocks
Stocks are volued of the lower of cost, including appropriote overkeads, and net realisable value.

Hire purchase and leasing commitments

Assets held under finonce leases ond hire purchase contracts ore copitalised in the belance sheet and
depreciated over their useful lives. The capital element of future obligations under these arrangements is
included within loans and other borrowings in the botance sheet. The inferest element is charged to the profit ond
foss account over the life of the agreements. Rentals poid under operating leases ore charged 1o the profit ond
loss account on @ stroight line bosis.

Turnover and profit ‘
Turnover comprises amounis receivable for goods and services provided during the year, stated net of sales faxes.
Profit is recognised on long ferm contracts, if the final outcome can be cssessed with reascnable certainty, by
including in the profit and loss account furnover and related costs os controct activity progresses.

Pensions

Contributions io the Group’s pension schemes and other poyments in respect of pensions ore charged to the
profit and loss occount so as 1o sprecd the cost of pensions over employees’ working lives with the Growp.
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Notes to the Accounts

YEAR ENDED 31 DECEMBER 19946

1 Turnover and operating profit

Turnover and operating profit were attributable entirely to the principal octivities of the Group s set out in
the report of the directors. In the opinion of the directors the Group's business activities constitute for the
purpose of segmental reporting one closs of business and one geographical segment. Turnover by origin,

which is not meteriolly different to turnover by destination unless otherwise noted, was as follows:

1996 1995

£'000 £'000

United Kingdom - domestic market 25,507 25,637

. - rest of Europe 2,156 1,678
- rest of World 207 -

27,870 27,315

France 15,366 17,821

The Netherlands 8,747 10,336

Rest of Europe 12,455 17,550

64,438 73,022

2 Operating profit

1996 1995
£'000 £°000
Turnover 64,438 73,022
(Decrease) / increase in stocks of finished goods ond work in progress (553) 333
| Raw materials, consumables and finished goods {26,508) (30,0622}
QOther external charges (11,760) {16,580}
= . Stoff costs {Note 5) (23,575) (25,266)
= . Depreciation {1,014} (1,089
1,028 398

Operating profit is stated after charging / (crediting) the following items:
Depreciction on owned asseis 994 1,087

Depreciation on assets held under finance leases

and hire purchase contracts 18 2
Opercting lease rentals - plant and equipment 2,034 1,838
Operaiing lease rentals - properties 1,379 1,724
Research and development - staff costs 600 608
Research and development - externcl charges 140 117
Auditors’ remuneration 158 165
Profit on disposal of tangible fixed assets A (26}

Amounts paid to Arthur Andersen and their associates by the Company and its UK subsidiaries in respect of
non-audit services in 1994 were £24,000 (1995: £35,000].
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Notes to the Accounts

YEAR ENDED 31 DECEMBER 1994

Net borrowing cost

1996 1995
Interest payable: £000 £'000
On bank loans ond overdrofts (277) (265)
On other loans and bills of exchange (244) (208)
On hire purchose and finance lease borrowings wholly repayable
within five years {5} (1)
{526) (474)
Interest receivable on bank deposits 14 51
Net interest paycble {510) {423)
Net gain on waiver of other loans (Note 18} - 207
Net borrowing cost {510) (216)
Directors
a) Shareholdings
The directors” interests in the sheres of the Company were as follows;
31 December 1996 31 December 1995
g1 A 1w
10p Convertible 10p Convertible
Beneficial interests: Ordinary Preference Grdinary Preference
D A Bendall 205,000 - 205,000
P A Briggs 20,000 - 20,000
P H Giles* 500,000 993,641 - 1,193,641
A'S Petrie 10,000 - 10,000 -
D Turner 1,714,500 - 1,714,500 .
Non-beneficial interests:
D Turner 157,500 - 157,500 -

Mr L Turndal has had no inferest in the shares of the Company since his date of appointment.

"At 31 Decemnber 1996 Mr P H Giles also held 15,000,000 (31 December 1995: Nil) non-voting Deferred

Shares of 1p each which have the restricted rights as disclosed in Note 15.
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~ Notes to the Accounts

YEAR ENDED 31 DECEMBER 1996

4 Directors (continued)

b) Options

Options have been granted fo directors as follows:
Exercise Date Date
31.12.95 Gronted 31.12.94 Price Exercisable Expires
D A Bendall 50,000 - 50,000 23.0p 28.9.98 28.2.05
D A Bendall 100,000 - 100,000 23.0p 289200 289.05
P A Briggs - 50,0600 50,000 25.0p 20.11.99 20.11.06
P A Briggs - 70,000  70,0C0 25.0p 20.11.01 20.11.06
. A.S Petrie 333,445 - 333,445 17.1p  14.590 14.5.97

The market price at 3} December 1996 was 23.5p {31 December 1995: 29p) and the range during the year
was 23p to 40p.

c) Emoluments
The emoluments of the directors of the Company were as foliows:
Salary Executive Other Total Total Pensions
and Fees Bonus Benefits 1996 1995 1996 1995
£000 £'000 £'000 £'000 £'000 . £000 £'000

D A Bendal! 92 13 35 140 40 4 2
P A Briggs 65 - 8 73 62 3 3
P H Giles ~ 157 - - 157 154 - -
A S Petrie - 92 46 é 144 133 5 5
D Turner 92 46 9 147 144 2
L Turndal **
‘ {appointed 9 Ociober 1996} 3 - - 3 - - -
. J Berry **
(resigned 3 April 1995} - - . - 3 . ;
D Dace **
{resigned 3 Aprit 1995) - - . - 3 -
501 105 58 664 539 21 19

x

Executive Chairmen ond highest poid director.

** Non-executive director.

The Remuneration Policy of the Company is expleined in the Corporate Governance Section of this Annual Report.
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. Notes to the Accounts

YEAR ENDED 31 DECEMBER 1994

5 Employees

1994 1995
Number  Number

The averege monthly number of employees during the yeor was:

Marketing and systems support 254 230
Service technicians and instollation 447 417
Menufacturing 76 87
Administration 160 92
General monagement 18 16
. . 895 842
1996 1995

Staff costs during the year emounted to: £°000 £'000
Wages ond salaries 19,220 20,618
Social security costs 3,202 3,182
Other pension and health costs 1,153 1,466

23,575 25,266

Pension and health costs include a gain of £222,000 {1995: ENil) arising on the discharge of overseas
pension liabilities {Note 21).

& Tax on profit on ordinary activities

! 1996 1995
. £:000  £000
Overseas - current year taxation 39 131

. Overseas - deferred toxation 78
UK - current year taxation 98 -
Total tax charge 215 131

The tax charge on profits earned by certain UX and overseas subsidiaries arises since losses elsewhere within

the Group are not available for offset.

7 Earnings per ordinary share

The calculstion of the earnings per ordinary share is based on an availoble profit of £272,600 (1995:
£20,000) expressed on 30,183,672 shares (1995: 28,791,604 shares) being the weighied average number

of ordinary shares in issue during the year.
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- Notes to the Accounts

YEAR ENDED 31 DECEMBER 1996

8 Tangible fixed assets

Freehold Short  Plant and
properties leaseholds equipment Total

Group £°000 £7000 £'000 £°000

Cost

At 31 December 1995 840 3,382 8,409 10,611

Exchange edjustment {131) (167) (887) {1,185)

Additions - 183 8§98 1,081

Disposals - (12) {1,577) (1,589)
. At 31 December 1996 709 1,366 6,843 8,918

Depreciation

At 31 December 1995 102 918 5,889 6,909

Exchange adjustment 7 (123) (640) (780)

Charge for the year 33 135 845 1,014

Disposals - (13) (1,299 (1,312)

At 31 December 1996 118 917 4,796 5,831

Net book amount

At 31 December 1996 591 449 2,047 3,087

At 31 December 1995 738 444 2,520 3,702

Plant and equipment comprises computer equipment, fistures and fittings, tools and eguipment, and motor

vehiclas. The net book amount of assets held under finance leases and hire purchase contracts, which is

. included above under the plant and equipment heading, is £53,000 (1995: £71,000},

Net book
Company Cost Depreciction amount
Plant and Equipment only £'000 £°000 £°000
At 31 December 1995 116 80 36
Additions / cherge for the year 10 18 (8)
Disposals (27) (27)
At 31 December 1996 99 71 28
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Notes to the Accounts

YEAR ENDED 31 DECEMBER 1996

9 Invesiments in subsidiaries - Company

Untisted shares Loons to Total

in subsidiaries subsidiaries Investment

£°000 £000 £000

At 31 December 1995 - Cost 19,736 4,303 24,039

At 31 December 1995 - Provision {14,312} (2,771} (17,083)

At 31 December 1995 - Net book amount 5,424 1,532 6,956

Waiver of locns to Group Companies - (449 (449)

Additional investment in subsidiaries - 598 598

. At 31 December 1996 - Net ook amount 5,424 1,681 7,105
10 Stocks - Group

1996 1995

£'000 £000

Row motericls and consumebles 649 833

Work in progress 308 305

Finished goods and goods for resale 4,864 5,420

5827 6,558

There is no material difference between the historicol cost and the current replacement cost of stocks.

7 11 Debtors
Group Group Company Company
1996 1995 1996 1995
Due within one year £000 £'000 £'000 £000
. Trode deblors - 11,345 14,180 i :
Amounis owed by subsidiaries - - 545 1,444
Corporation tax 130 - 130 -
Other debtors 742 722 22 14
Prepayments ond accrued income 450 870 16 26
12,667 15,772 713 1,484
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Nofes to the Accounts

Madd Qs et

YEAR ENDED 31 DECEMBER 1996

12 Loans and other borrowings

Group Group Company Company

1996 1995 1996 1995
Borrowings are repayaoble as follows: £'000 £'000 £'000 £'000
Within one year
Bank loans and overdrafts 2,269 2,702 1,378 2,034
Bills discounted at banks with recourse @73 j,988 -
Other loans 1,966 1,938 1,206 1,906
Finance leases and hire purchase contracts 27 48 - -

5,235 6,676 3,284 3,940

After one year

Bank loans 254 118 -

Other loans 9 52 -

Finance lecses and hire purchase contracts 22 n - -
285 201 - -

Total loans and other borrowings 5,520 6,877 3,284 3,940

Bank loans and overdrafts are repayable
as follows:
Not by instalments - within one year 2,099 2,647 1,378 2,034

By instalments:

- within one year 170 55 -

- after one and within two years 162 118 - -
- affer two and within five years 92 - - .
Total bank loans and overdrafts 2,523 2,820 1,378 2,034

Obligations vnder finance leases and hire
purchase contracts are repayable as follows:

Within one year 27 48 N R
After one and within two years 22 17 . -
After two and within five yeors . 14 .

Total 49 79 - -

The Group has provided security, by way of fixed and floating charges over cerfain Group assets, in respect
of Group bark loons and overdrafis amounting to £1 514,000 ¢t 31 December 1996 (1995: £2,579,000)
ond in respect of other loans amounting to £1,906,000 at 31 December 1996 (1 995: £1,906,000).

Other loans include the following: (i} a secured lean from Mr T A Milne, a former director. amounting to
£326,000 ot 31 December 19964 (1995: £326,000) which beors interest ot o rate ot 3 per cent above one
month LIBOR and is repayable on demond, i} o secured foan from FBG Holdings (UK] Limited amounting to
£1,580,000 ot 31 December 1996 {1995: £1,580,000} which bears inferest ot o rate of 1% per annum ¢nd

is repayoble on demand.
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Notes to the Accounts

YEAR ENDED 31 DECEMBER 1996

12 Loans and other borrowings (continued)

Bank leons and overdrafts are subject to variable rates of interest.

Company bank loans and overdrafts amounting 1o £1,378,000 (1995: £2,034,000} and other loans
amounting to £1,906,000 (1995: £1,906,000) are secured by fixed and floating charges over certoin Group
assets. The Compony has guoranteed the borrowings of certain subsidiaries amounting to £734,000 (1995:
£349,000).

13 Other creditors

Group Group Company Company

1996 1995 1994 1995
Amounts falling due within one year £°000 £'000 £'000 £°000
Trade creditors 7,514 9,558 112 43
Amounts owed to subsidiaries - - 2,362 2,830
UK ¢orporation tax 228 - -
Overseas taxes 85 73 -
Other taxation ond social security 2,398 2,814 3 13
Accruals 3,019 3,223 168 250
Deferred service income 2,111 1,530 - -
Payments received on account 55 1,267 -
Pensions 453 273 -

15,863 18,738 2,645 3,136

Amounts falling due after more than one year

Pensions - 461 . -
Other taxation ond social security 196 266 -
196 727 - -

14 Provisions for liabilities and charges

Deferred Warranty

Taxation Provisions Total
Group £000 £'000 £000
At 31 December 1995 - 457 457
Exchange adjustment ; . (51) 51)
Utilised during the year - (508) {506)
Charged to profit and loss account 78 372 450
At 31 December 1996 78 272 350
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~ Notes to the Accounts

YEAR ENDED 31 DECEMBER 1996
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15 Share Capital

Authorised Allotied, Called Up
and Fully Paid

Number £°000 Number £'000
Equity shares:
Ordinary Shares of 10p each
At 1 January 1996 43,781,584 4,378 29,043,918 2,905
lssued during the year deriving from )
the conversion of A Preference Shares 1,142,885 i14 1,142,885 114
At 31 Pecember 1996 44,924,469 4,492 30,186,803 3,019
Non-equity shares:
A Convertible Preference Shares of £1 each
At 1 Januvary 1996 1,931,797 1,932 1,931,797 1,932
Converted during the year {457,154} (457) {457,154} {457)
At 31 December 1996 1,474,643 1,475 1,474,643 1,475
B Convertible Preference Shares of £1 each
At 1 January and 31 December 1996 1,579,928 1,580 1,579,928 1,580
Non-voting Deferred Shares of 1p each
At 1 January 1996 53,447,930 534 53,447,930 534
Issved during the year deriving from
the conversion of A Preference Shares 34,286,550 343 34,286,550 343
At 31 December 1996 87,734,480 877 87,734,480 877
Total Share Capital at 31 December 1996 8,424 6,951
Total Share Copital ot 31 December 1995 8,424 6,951

During the year, 457,154 A Convertible Preference Shares were converted into 1,142,885 Crdinory Shares

of 10p each end 34,286,550 nan-voting Deferred Shares of 1p each.

The Convertible Preferance Shares carry the right io ¢ preferential dividend of 1p per shore net per annum,

poyable half yearly on 30 June ond 31 December in each year, and to interest on unpoid dividends at 2%

per annum over The Co-operofive Bank p.l.c. base rate.

The preference shares are to be redeemed by the Company at £1 per share, together with any crrears of
dividend and accrued inferest, on 31 December 1999 if outstonding on that date. Cn ¢ return of capital

holders of Convertible Preference Shares are entitled 1o the nominal value of their shares, together with all

arrears of dividend ond accrued interest, in priority to any poyment to holders of other classes of shares.

i



Notes to the Accounts

YEAR ENDED 31 DECEMBER 1996

15 Share Capital {continued)

Holders of Convertible Preference Shares are not eniitled to vole at general meetings of the Company uniess
the preferentiol dividend is six months or more in orrears or the meeting involves the consideration of cerlain

items of business specified for this purpose in the Articles of Association of the Company.

Convenible Preference Shares are convertible into Ordinary Shares on each 30 June end 31 December up o
ord including 31 December 1999 at the rate of 10 Ordingry Shares for every 4 A Convertible Preference
Shares and 10 Ordinary Shares for every 8 8 Convertible Preference Shares. Entillement to any arrears of

dividend and accrued interest thereon lopses on conversion.

The non-voting Deferred Shares of 1p each are created under the authority given by the passing on 8 May
1992 of the resolution to create the Convertible Preferance Shares and derive from the balance {if any) of o
holding of Convertible Preference Shares which remains following conversion of thot holding into Ordinory
Shares. Non-voting Deferred Shares heove no veting rights, no right 1o receive any dividend or other

diskribution and have deferred rights of porticipetion on o return of capital.

16 Share Option Scheme

The following options were outstanding at 31 December 1996 under the Company’s employee share option

scheme:

Number of Ordinary

Shares of 10p each Option Date
Exercisoble 1996 1995 Price Granted
Between 1990 and 1997 666,890 666,890 17.1p 14 Moy 1987
Between 1994 ond 2001 21,190 36,060 38.0p 28 Moy 1991
Between 1998 and 2005 50,000 50,000 23.0p 28 September 1995
Between 1999 and 2006 262,850 - 25.0p 20 November 1994
Between 2000 and 2005 100,00¢ 100,000 23.0p 28 September1995
Between 2001 ond 2006 457,145 . 25.0p 20 November 1994
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. Notes to the Accounts

YEAR ENDED 31 DECEMBER 1994

17 Reserves

Share Profit

premium Special Other  and loss

account reserve reserve account

Group £°000 £°000 £'000 £'000

At 31 December 1995 1,320 818 108 {3,855)

Currency translotion losses - - - (447)
Finance costs of non-equity shares - - 31 - |
Retained profit for the year - - - 272 i

. At 31 December 1996 1,320 818 139 (4,030)
Share Profit ‘
premium Special Other  and loss |

aecount reserve reserve  occount

Company £°000 £°000 £°000 £°000
At 31 December 1995 1,320 818 108 (7,797) ‘
Finance costs of non-equity shares - - 31 - |
Retained profit for the year - - - 673 ;
At 31 December 1996 1,320 818 139 (7,128) |
|

The other reserve represents the arrears of dividends on Convertible Preference Shares accumulated since
1992. The dividend in respect of the Preference Shares has not been poid as the Company has a deficit on
its profit and loss account. The special reserve was created pursuant ta ¢ Court Order dated 10 June 1991

and is fo be frected as non-distributable .

. Goodwill 1995 and 1994
Goodwill arising on the acquisition of subsidiaries of £17,066,000 has been written off: £'000
Against share premium account (in accordance with a Court Order dated 10 June 1991) 13,112
To goodwill reserve 3,954
Total 17,066

The profit on ordinary aclivities citer toxofion dealt with in the cccounts of the Parent Compeny is £704,000
{1995: loss £157,0001.
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Notes to the Accounts

YEAR ENDED 31 DECEMBER 1996

18 Cash Flow Statement

{a} Reconciliation of aperating profit to net cash inflow / [outflow) 1994 1995

from operating activities £000 £'000
Operating profit 1,028 398
Depreciation 1,014 1,089
Profit on sale of tangibie fixed assets {17 (26}
Reduction / {increcse) in stocks 87 (202)
Reduction / (increase) in debtors 1,843 (2,551)
(Reduction] / increase in creditors , (1,676) 803
Other items (52} 49
Net cash inflow / (outflow) from operating activities 2,227 (440)
(b) Analysis of changes in cosh and cash equivalents 1994 1995

during the year £'000 £'000
Balance at 1 Janyory (2,480) {481)
Net cash infiaw / [outflow) before adjusting for the effect

of foreign exchange rate movemenis 1,151 (2,040
Effect of foreign exchange rote changes {145) 41

Balance at 31 December (1,474) (2,480}

Change

(<} Anclysis of cash and cash equivalents as shown in 1996 1995 in year
the belance sheet £'000 £'000 £000

Cash at bank and in hond 1,598 2,155 (557)
Bank loans and overdrofts (2,099} (2,647) 548

Discounted bills receivabie (973) (1,788} 1,015

(1.474) (2,380) 1,006

Bank loans repayable within one year of £58,000 {1995: £55,000) are not cash equivaleats and have been
dealt with in the financing section of the Cash Flow Siatement. Discounted bills receivable with a maturity of
less than three months, amounting to £973,000 (1995: £1,988,000} are included in cash and cash

equivalents.
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. Notes to the Accounts

YEAR ENDED 31

twen:y eight

DECEMBER 1996

18 Cash Flow Statement (continuved)

(d) Analysis of changes in finoncing

during the yeor

Balance ot 1 January

New capital leases

Cash inflow from financing
Waiver of other loans

Effect of foreign exchange rate changes

Share capital Loans
including and other

premium borrowings

1996 1996
£'00C £'000
8,271 2,242

22
- 231
{47)

Share capital Loons
including and other
premium borrowings

1995 1995
£000 £000
8,214 2,335

- 90
57 4
(207)

- 20

Balance at 31 December

8,271 2,448

8,271 2,242

QOn 22 September 1995 Mr T A Milne, o former director of the Company, disposed of his inferest in

6,897,616 ordinary shares in the Company. As part of the placing agreement Mr Milne waived £207,000 of

debt in favour of the Company, generating a profit of the same amount.




Notes to the Accounts

19 Reconciliation of movements in Group shareholders’ funds

YEAR ENDED 31 DECEMBER 994

1994 1995

£000 £'000
Profit on ordinary activities after taxation 303 51
Currency trensiation differences (447) 272
New share capital issued including share premium - 57
Net (reduction) / incresse in shareholders’ funds (144) 380
Opening shareholders’ funds 1,388 1,008

Closing shareholders’ funds

1,244 1,388

Group Group Company Company

1996 1995 1994 1995

Closing shereholders” funds are attributshle to: £7000 £7000 £000 £000
‘A’ Converiible Preference Shareholders 1,541 1,983 1,541 1,983
‘B’ Convertible Preference Shareholders 1,652 1,636 1,652 1,636
MNon-voting Deferred Shoreholders - - - -
Total non-equity interests 3,193 3,619 3,193 3,619
Equity interests (1,949) (2,231 (1,089 {2,219)
Total shareholders’ funds 1,244 1,388 2,704 1,400

20 Financial commitments

Capital expenditure

The aggregate amounts outhorised and contrected but not included in the Group accounts at 31 December

1996 was £122,000 (1995: £Nil).

Operating leases - Group

The commitments under lease agreements

Leosehold property Other operating leases

payoble during the next finoncial 1996 1995 1996 1995
year are as follows: £'000 £'000 £°000 £°060
Lecses expiring within one yeor 68 116 935 847
After one and within five years 767 795 1,300 1,280
After five years 366 617 186

1,201 1,528 2,421 2,127
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21 Pensions

The Group operates a number of pension schemes in the UK and oversess, the assets of which are in most
cases held in independently administered funds. The net pension charge for the Group was £876,000 (1995:
£1,104,000) of which £711,000 (1995: £933,000} related 1o oversecs schemes.

In the UK the Group operotes ¢ defined benefit scheme and also defined contribution schemes.

The pension cost of the UK defined benefit scheme has been ossessed in accordance with the odvice of
qualified, independent actuaries using the attained age method. At 1 April 1994 the actucricl veluation
showed the market volue of assets to be £8,045,000 and the cctuarial value of the assets was 117% of the
benefits that had accrued to members, The actuarial surplus was £919,000 and on the odvice of the

actuaries, Group funding of this scheme continues to be suspended.

The principot assumptions used in the 1994 actuarial valuation ase thei the investment return will be 9% per
annum, that salary increcses will average 7% per annum and that present and future pensions will increase at

the rate of 3% per annum.

On 31 March 1997 benefits provided by this scheme cecsed o accrue on a defined benefit basis following
changes to the scheme agreed between the Trustees and the Company whereby the scheme is being

converied to o Contracted QOut Mixed Benefit Scheme.

As o result of these changes, the net pension chorge for the Group of this scheme was E£Nil (1995:
£26,000). At the balance sheet dote the difierence between the amount charged in the accounts and the
amount fransferred to the scheme wos £43,000 which is shown in Note 13 (other creditors), (1995:
£43,000).

The net pension charge of the UK defined coniribution schemes, represenfing contributions payable,
cmounted to £165,000 (1995 £145,000). At 31 December 1996 there were no outstanding contributions
due to these schemes (1995: ENil).

The pension costs of overseas schemes within the Group is determined in occordence with local conditions
and practice and ameounts to £711,000 {1995: £933,000). The reduction in the pension cosis of these
schemes reflects a gaoin of £222,000 {1995: £Nil] arising on the discharge of gension liabilities in The
Netherlands (Note 5). Al 31 December 1996 there were oulstanding contributions due to these schemes
amounting to £410,000 {1995: £691,000) which is shown in Note 13 (other creditors).




Auditors’ Report to the Shareholders of Riva Group Plc

We have cudited the financial statements on pages 11 1o 30 which hove been prepared under the historicol

cost convention and the accounting policies set out on page 15.

Respective responsibilities of directors and avditors,
As described on page 10 the Compeny’s directors ore responsible far the preporation of financicl statements.
It is our responsibility to form an independent opinicn, based on our audit, on those statemenis and to report

our opinion to you.

Basis of opinion

We conducied cur audit in accordence with Auditing Standards issued by the Auditing Practices Board. An
audit includes examination, on o test basis, of evidence relevant to the omounts ond disclosures in the
financial statements. It also includes an ossessment of the significont estimates and judgements made by the
directors in the preparation of the financial statements, and of whether the accounting policies are

appropricte to the Company‘s circumstances, consistently applied and adequately disclosed.

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

finencial steiemenis.

Opinion
In our opinion the financial stotements give a true and fair view of the state of gHairs of the Company and of
the Group at 31 December 1996 and of the Group's profit and cash fiows for the year then ended and have

been properly prepared in occordance with the Companies Act 1985.

Dot i deesen

Arthur Andersen

Chartered Accountants and Registered Auditors
Bank House,

9 Charlotte Street

Manchester M1 4EU

2 May 1997
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"Principal Subsidiaries

The principai subsidiaries of Riva Group Plc, which are oll wholly owned, are listed below. All of the

companies shown are incorporated or registered and operate in the countries indicated.

Holding Companies
Hugin Swedo International Limited *, England Hugin Sweda Holdings BY, The Netherlands

Sales Companies

Riva Systems Limited *, England Riva BY, The Netherlands

Riva Systems SA, Belgium Riva Sistemas de Informacion SA, Spain

Riva Systems A/S, Denmark Hugin Sweda-Systems AG, Switzerland *
. Riva France SA, France

Design, manvfacture and supply of EPoS equipment and software

Riva Electronics Limited *, England

= Componies denoted by on asterisk are direci subsidiaries of Riva Group Plc. Companies nof denoted by on

asterisk are owned through o holding company.
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Notice of Annual General Meeting

Notice is hereby given that the Annual General Meeting of Riva Group Ple will be held at ifs registered office,
Crompton House, Borrs Fold Rd, Wingates Industrial Park, Westhoughton, Bolion, BL5 3XP on 26 June 1997

at 12.00 nocn for the transoction of the following business:

1. To receive and cdopt the report of the direciors end the accounts for the year ended 31 December 1994
and the report of the auditors thereon.
2. To re-elect as directors Mr L Turndal, who was agpointed since the last Annua! General Meeting, and

Mr P H Giles who retires by rotation.

. Special Business

3. To consider and, if thought fit, pess the following resolution which will be proposed os on ordinary
resolution:

That Arthur Andersen be oppointed auditers 1o hold office until the conclusion of the next General
Meeting ot which accounts are laid befare the Company and that iheir remuneration be fixed by the
directors.

4. To consider and, if thought fit, pass the following resolution which will be proposed as an ordinary

resolution:
That the directors be and they are hereby generally and vnconditionally authorised, pursuant e Section 80
of the Companies Act 1985, to exercise af powers of the Company to cllot relevant securities {within the
meaning of Section 80 of thet Act) up to an aggregate nominal amount of £1,473,000, provided that this
authority shall expire on 25 June 2002, except that the Company may before such expiry make an offer or
agreement which would or might require the allotment of relevant securities after such expiry and the
direciors may allot relevant securities in pursuance of such an offer or agreement as if the cuthority
conferred hereby had not expired.

3. To consider and, if thought #if, pass the following rescluticn which will be proposed as o special

. resclution:
That, subject 1o the possing of resolution No. 4, the direciors be and they are hereby empowered pursuant
to Section 95 of the Componies Act 1985, 1o allot equity securifies of the Company {within the meaning of
Section 94 of thot Act) for cash pursuant to the authority canferred by reselution No. 4 ¢s if Section 89 (1)
of that Act did not apply to such aliotment, provided that this power sholl be limited to:

(i} the allotment of equity securities in connection with o rights issue in favour of the holders of ordinary
shares where the equity securities respectively attributable e the interests of all the holders of ordinary
shares are proportionate (as nearly as may be) to the respective numbers of ordinary shares held by them
subject fo such exclusions or other arrongements as the direciors may think fit 1o deal with fractional
entitlements or legal or practical problems under the lows of, or the regulations of eny recognised
regulatory authority ar stock exchange in, any territory; and

(ii) the cllotment of equity securities for cash otherwise thon mentioned in sub-paragraph (i} above up to an
aggregate amount not exceeding 1,500,000 ordinary shares;
and shali expire 15 months following the passing of this resclution or, if earlier, ot the conclusion of the
next Annuol Generol Meeting of the Company except thot the Company may before such expiry make an
offer or agreement which would or might require the allotment of equity securities after such expiry and
the directors may allot equity securities in pursuance of such offer or agreement as if the power conferred

hereby had not expired.
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6. To consider and, if thought fit, pass the following resolution which will be proposed as a special

(i

resolution:

That the Articies of Association of the Company be and they are hereby amended:-

by deleting the last sentence of Article 26 and adding to the end of that Article the following:-

“The directors may also refuse to register ony transfer of any share (not being o fully paid up share] on
which the Company has o lien. The direciors shall not, however, refuse to register ony transfer or
renunciation of partly poid shores which are listed on the London Steck Exchange on the grounds thot
they are parily poid shares in circumstances where such refusal would prevent dealings in such shores

from taking ploce on ¢n open and proper basis.”

li) by deleting the words “or to exercise any other right conferred by membership in relation to meetings of

the Company”, commencing on line 3 of Article 76;

(iii) by inserting after Aricle 96(7) the following new Article 96(8}):

“96(8)(c) In determining whether a director has o material inferest for the purposes of Article 96{2) and
Article 96(3){d} the interest of the director and any interest known 1o him of any person connected with
him {within the meaning of Secticn 346 of the Act} shall be cggregated.

%4(8){b) For the purposes of Aricle 96(3){d) a perscn sholl be treated as she holder of shores if he has an

interest in such shares (as the term “interest in shares” is used in Sections 198 to 211 of the Act).”

By Order of the Boerd

g 3 Ca~t AT

Crompton House,
Barrs Fold Road,

S P Jones (\M Wingates Indusirial Park,

Secretary Westhoughton,
2 May 1997 Bolton BL5 3XP
Notes

The Company pursuant to Regulotion 34 of the Uncentificoted Securifies Regulations 1995, specifies that only those sharshoiders registered in the

register of members of the Company as ot & pm on Tuesday 24 June 1997 shall be entitled 1o ofiend or vole ot the aforesaid general meeting m

respect of the number of shores registered in their nome ot that time. Changes to entries on the relevant register of securities ofter & pm on 24

June 1997 shall be disregorded in determining the rights of any person to attend or vote af the meeting.

A member entitled 1o ottend and vote at the meeling may appoint one or more proxies to ottend and vote instead of him. A proxy need not be o

member of the Company. Forms of proxy, which are enclosed, must be received ot the office of the Compony’s Registrars 48 hours before the

time of the meeting.




Detachable Form of Proxy

Form of Proxy for use by holders of ordinary shares having the right o attend and vote at the Annual General

Meeting on 26 June 1997.

[/WE .ottt B being {a) registered holder(s) of ordinary shares in Riva Group Plc

hereby eppoint the Chairman of the Meeting (Note 2)

as my/aur Proxy to vote for me/us and on my/our beholf of the Annucl General Meeting of the Company 1o be

held on 26 June 1997 and af any adjournment thereot.

SEGNOIUIE e oot DAt

Ordinary Business i For Against

1. To receive and cdopt the report of the directors and the

audited accounts for the year ended 31 December 1994

2. To re-elect the following persons as directors:
Mr L Turndat
Mr P H Giles
Special Business: (Resolutions os set out on notice of meeting)

!

3. To appoint Arthur Andersen os cuditors and to

authorise the directors 1o fix their remunerotion.

4. To renew the directors” autherity 1o allot unissued shares up to an

aggregate amount of £1,473,000.

5. Authorising the directors to disapply pre-emption rights.

. 6. To amend the Articles of Association of the Coempany in order that

they comply with the Listing Rules of the London Stock Exchange.

Please indicate your voting instructions by inserting o cross in the appropriate place, Return of a signed Proxy

without specific directions will enable your proxy to vote, in the event of a poll, as he sees fit.
Notes
1. To be velid this form of proxy must be lodged with the Registrars of the Company not less than 48 hours

before the time of the meeting.

2, If desired "The Chairman of the Meeting” may be deleted and another name inserted as proxy. A proxy need

not be @ member of the Company.

3. If you do not indicote how you wish your proxy to vote on any resclution the proxy will vote as he thinks fit, or

abstain from voting.

4. A proxy may demand or join in demanding o poll, and may vote only on a poll.

5. In the case of ¢ Corporatior the proxy must be executed under its common seal or under the hond of its

attorney or an officer duly authorised.
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