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Yoar in Brief

Lorperate Highlights

@

Group turnover of continuing operations up 24% 1o £56.0m

Group operating profit of continuing operations {pefore exceptionals) up 51%
10 £6.4m

Net borrowings reduced to £3.9m, down 52%

Disposal of loss making Elite-Cameron

Announcement of proposed transaction with Guinness Peat Group




| |
|

The announcemeant of the
proposed transaction with the
Guinness Peal Group is a
sfgnificani step forward in
enhaticing Brunel shareholder

vialie,

fter veing appointed Nen-Executive
Chairman in February 2001, | tock over

as Executive Chairman in November 2001 on the
departure of the Group's Chief Executive. Since
that date we have been warking on the structure
of the transaction with the Guinness Peat Group,
delivering an excellent profit from the Group's
principal operating company, Dickinson Legg,
and disposing of the Group's interest in the loss

making Efte Cameron.

The announcement of the proposed transaction
with the Guinness Peat Group is a significant step
forward in enhancing Brunel shareholder value.

If the transaction is approved by shareholders of
poth companies, Brunel shareholders will receive

a shareholding in Dickingon Legg Group plc, the

( Chalrman's Statemeant

new helding company for Dickinson Legg Limited
and Spooner Industries Limited. In addition, they
wilt retain g shareholding in Brunet, which will
pecormne the enlarged Guinness Peat Group. Ful
details of the transaction and the AIM fisting of
Dickinson Legg Group plc have been sent to all

shareholders.

Reusults

Group turnover from continuing cperations at
£56.0m was 249% higher than the previcus year
mainly as a resuit of the large Samsung Korean
contract won by Dickinson Legg in 2001, Group
operating profit of £6.4m from continuing
cperations (before exceptional ilems) represented
a 61% increase over the previous year.

Net borrowings at the year end were £3.9m,
compared with £8.1m at the start and represent
19% of net assets. The reduction was sided by
the sale of surplus properties during the year
amounting o £1.5m and is ancther significant step
towards keeping the Group's indabtedness at

acceptable levels.




PRIMARY TOBACCO PROCESSING
EQUIPMENT:
Dickinson Legg

Dickingon Legg is the principal operating
business in the Group and 2001/02 was the
most successiul year in its history. The winning
of two large orders from Korea in 2001 has
helped the business achieve a 34% increase In
turncver and a 80% increase in operating profit

{(before exceptional items),

The company has recently appcinted a new
Managing Director, Tom Mackie, who has
been tasked with driving the business forward,

improving its efficiencies and critically reappraising

all aspects of its operations.

|
|
\
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Chalrman's Statement

Product development continues to be a key
success factor for the future of the company. The
Expanded Shredded Stern (£3S) system
developad by R J Reynclds of the United States is
being marketed exclusively on a global basis by
Dickinson Legg. This product is starting to be
accepted world-wide and orders have already
been taken for a number of ines. On the
downside, however, a developrnent project the
company has been working on for several years
has failed to meet expectations and the capitalised
development costs of £587k have been written
off this year, althcugh some benefit may yat come

from this project.

Dickinson Legy is the principal
operating business in the Group
and 2001102 was the mast

successful year in its History.

Veerticai Bale Shicer
designed and manufactured by
Lickinson Legy




XL Tobacco Oryer

cdesigned and manufactured by

Dickinson Legy

Chairman’s &

Our spares and wear parts business — based in
Andlover, Hampshire and Richmend, Virginia —
performed well. Maintaining a high senvice leval in
this business is vital to ensure we compete
successfully against “pirate” suppliers throughout
the werld. A new initiative is being launched - the
Customer care programme - which is designed to
increase sarvices to customers and the revenues

from them.

The company’s joint venture rmanufacturing
faclity in Bangalore, India - Dickinson Fowler -
commenced trading during the year, achieved
reasonable volumes, good quality and delivered
& small profit. This company provides us with

a strategic base for low cost manufacture and
is ikely 1o form an increasingly important part

of our business.

RCE Cutter
designed and manufactured by
Dickinson Legg




WER PROCESSING EQAPHMENT
Spooner Industries

As stated in my Interim Statement, Spocner
Industries’ order book was below normal levels

and the company was affected by the globa

siowdown in econamic activity. Despite this,
the company was just in profit which is an
advance on the previous year but is of course
not an acceptable level of performance. it is
encouraging to report that the new financial

year has started well for this company.

The company continues its expansion into the
food industry with its experience in drying and
baking technology and, more recently, spiral

coolers.

Spooner has had & very hign order
intaks irt recent months and is
exgected 10 make 3 subsianiisl

wofvance i1 profitabiily

13 Air Fiotation Dryers for the paper indusiry
for thermal sensitive coatings designed and
rmantfactured by Spooner Incdustries

termnent

Spooner nozzie technology for 4 galvanizing ine




Chairman's Statemeant

Dividend

It is not possible for the Directors to propose a
finai dividend because Brunel has no distributable
reserves, and in any event the Board considers it
mora important to improve further the financial
heaith of the Company. It is worth noting that the
proposed demerged company will commence

without the negative distributable resenves in Brungl.

Prospects

Dickinsan Legg started the naw yaar with a mare
normal order book without 1he benefit of the
exceptional £14m Samsung order in hand in June
2001 and few new orders were received in the
early months. Qrder prospects are reasonable
however and the spares business continues to
trade well, There is increasing evidence of margins
coming under pressure from continental European
compatitors which is not helped by the continuing
strength of Sterling against the Euro but which
progressively will be offset by manufacture in our

joint venture and procurement from alternative low

cost overseas suppliers.

0

Spooner has had a very high order intake in recent
months and is expected to make a substantial

advance in profitability.

The Group has commenced raking employer
pensicn centributions which will add a significant
cost burden and this combined with a more
normal year from Dickinson Legg shouid result

in a reasonable year.

The proposed demerged company will have the
same trading prospects as those ! have indicated
for Brunel, but in addition it will benefit from not
incurring certain costs and liabilities which wil

remain with Brunel.

Finaily, | would also like 10 thank all the Group's
employees for their hard work and commitment to
making it a successful year. In particular | would
like to thank David Loftus, Group Finance Directer,
and Alan King, Company Secretary, for all their
hard work and dedication to the Group over the
yaars, They will both be leaving the Group on
completion of the proposed transaction with
Guinness Peat Group and | take this opportunity

of wishing them well for the future.
f ﬁlﬂw )

B B Stevenson

Chairman

An HPC Dryer for the paper industry designad and
manufactured by Spooner Indusines




ntroduction

Other than the adoption of FRS 19 refating to
deferred taxation, there have been no changes in
accounting policies during the year.

Operating Results

The Group's results show a total operating profit
{before exceptionals) of £6.5m (2001: £2.8m). This
is due to a very strong performance from
Dickinson Legg, which has benefited this year
from two large Korean orders won in 2001.

¢ Continuing operations
Turnover and Group operating profit (hefore
exceptionals) have both increased compared
to the pricr year, by £11.0m {24%) and £2.4m
(61%} respectively, with the main contributor
Dickinson Legg, increasing turnover by 34%
and operating profit by 60%. The Web
business of Spooner saw a small increase
in turnover but managed to turn the £0.3m
loss of the previous year into a small profit,
Gperating profit (after exceptionals) was £4.5m
compared to the prior year of £1.0m.

¢ Discontinued operations
During the year the Group disposed of its
interest in Elite Cameron Limited. This business
made a loss of £266,000 in the first half and
the Group’s 52.5% sharehaolding was sold on
25th January 2002 for £250,000.

Discontinued operations alse contain the
results of Marshaide Limited, a gravel pit
operator which ceased business during the
year and Cameron Equipment which ceased
trading: a profit of £369,000 was generated
by the release of excess provisions in these
businesses.

Exceptional items

During the year, the Group sold its interest in
Elite Cameron at a net loss of £356,000 (before
deducting goodwili of £567,000 written off in
prior years).

Financial Revigw

Exceptional items within cperating profit principally
include:

(&) Restructuring costs of £678,000 which
includes redundancy costs relating 1o the
termination of the head office activities at
Chippenham. These include £100,000 paid
as compensation for loss of office to
Mr R J Petarsen and an accrual of £330,000
for the redundancy payment arising from the
proposed closure of the corporate head office
in Chippennarn.

(b} Costs of £768,000 borne up to 30th June
2002 in relation to the propesed transaction
with the Guinness Peat Group.

(©) The write off of £587,000 of development
costs in Dickinson Legg on a preject where
recent trials have provided inconclusive results.

Full details of the exceptional iterms are given
in note 3 to the financial statements.

Interest

Net interest costs were £0.6m (2001: £2.5m),
Included within this amount is interest and
repayment prarnium paid on the Group's 6.5%
unsecured loan notes of £141,0C0. These loan
notes were repaid in November 2001, The 2001
figures included a cne off exceptional arrangement
fea paid to the Group's previous bankers.

Taxation

Qverall a tax charge of £431,000 {2001; £684,000
credit) Is shown in 1he profit and loss account.
The adoption of FRS 19 has meant that the prior
year's tax charge has been restated by two
factors. Firstly, £350,000 of Advance Corporation
Tax (“ACT"} has been put on the balance sheet as
at 30th June 2001 and £600,000 as at 30th June
2002. This is due to its recoverability against future
profits. Secondly, FRS 19 states that a deferred
tax provision has to be established in relation to
the pension prepayment calculated in accordance
with SSAP 24, Hence a £6,682,000 defarred tax
provision has been included at 30th June 2002




Financial Review

and the prior year's provisions have been restated
accerdingly. In addition a deferred tax asset in
relation to the timing differences of £247,000
(2001 £341,000} is carried in the balance sheet on
the basis that it will reverse in the immediate future.

With the downsizing of the Group and the
glimination of loss making subsidiaries the ability
10 use brought forward tax losses has now been
reduced and the Group became a tax payer during
the year. However, previously written off ACT has
reduced the amount of taxation payable.

Dividends

The Board is not recommending the payment
of an ordinary divicend as the Company has
insufficient distributable reserves.

Earnings Per Share

The earnings per share calculated in accordance
with FRS 14 was 7.1p {2001 restated: 23.6p loss),
The earnings per share befcre exceptional items
was 16.0p {2001 restated: 8.8p).

Properties

During the year five properties held for resale
werg soid for £1,504,000 at a profit of £25,000.
This leaves only two properties remaining with
a combined book value of £600,000.

Capital Expenditure

Capital expenditure totalied £0.3m in the year,
which principally relates to the Group's ongoing
development of its CAD and information systems.

Research and Development

During the year the Group has continued the
development of new products within its
businesses. At 30th June 2001 the capitalised
costs of new product development totalled
£394,000 and further costs of £193,000 were
incurred and capitalised during the year. However,

recent trials of this machinery have provided
inconciusive results and the total capitalised costs
have been written off through the profit and foss
account as an exceptional item, th addition,
development costs in relation to other projects of
£307,000 (2001 £375,000} were written off
through the profit and foss account.

Pensions

The Group operates a defined benefit pension
scheme. Under SSAP 24 a prepayment of £22.1m
is recognised on the balance shest. However, it
must be noted that the transitional disclosures
required by FRS 17 (see ncie 26) show a pension
liability of £14.8m as at 30th June 2002

Financing

The cash inflow from operating activities was
£4.4m (2001: £1.3m — outfiow). Finance servicing
costs have reduced significantly during the pericd
from £2.6m to £0.8m. This is due 1o the iower
level of overall debt and the payment of a £1m
arrangement fee to the Group's previous bankars
in 2001.

Acquisitions and disposals resulted in a net cash
outflow of £0.3m (2001: £9.7m inflow). Cverall,
cash inflow for the Group was £2.6m (2001: £3.8m).

At 30th June 2002, overdrafts, loan notes and
finance lease cbligations were £4.1m and the
Group held cash of £0.2m. Net borrowings, which
decreased by £4.2m during the year to £3.9m,
represent 19% cf net assets (2001: 46%).

During the year the Group negotiated new banking
facilities with Llcyds TSB. These new facilities are
on demand and are not subject 1o financial
covenants.

The borrowing powers of the Directors are
fimited to three times capital and reserves, as
defined in the Company’s Articles of Association.
AL 30th June 2002 the imit was ©80.5m.




Treasury Activities
The Group's treasury operations are managed in

accordance with policies established by the Board.

Treasury activities are reported to the Board and
are subject to review by internal audit.

Financial instrurments are used to raise finance and
fo manage risk. The Group does not engage in
speculative activity,

The principal financial risks faced by the Groug
related to interest rate and exchange rate risk.

Finance and interest rate risk

The Group is financed by a combination of equity,
retained reserves, bank borrowings, finance leases
and loan notes. Individual subsiciaries are financed
through a combination of external debt, and loan
and equity finance from the Company.

Interest rate nedging derivatives are regularly
considered by the Beard but are not currently
used nor were they used during the year.

Financial Peview |

Foreign currency risk

The Group continues to operate & risk averse
policy to foreign exchange exposures. Contract
and trading transactions in non-local currencies
are hadged as soon as they are reasonably certain
as to timing and amount. The results of overseas
subsidiaries are translated into sterling at average
exchange rates with no cover taken against
possiple fluctuations.

el

D J Loftus
Group Finance Directar




{ Directors’ Profilss and Acdvisers

Directors

B. B. Stevensen, F.C.A. (Executive Chairman)
D. J. Loftus, B.A., EC.A., M.BA.

T J. Swete, FC.A, (Non-Executivg)

J. M. Woolley B.Sc. (Non-Executive)

Secretary
J. A, G. King, B.A,, FC.I.S.

Registered Office
Brunel House,

14 Avon Reach,
Chippenham,
Wiltshire SN15 1EE
Tel. 01249-656263

Registered Number 103548

Registrars and Transfer Office
Computershare Investor Services PLC
PC Box 82,

The Paviiions,

Bridgwater Road,

Bristoi BS99 7NH

Auditors

PricewaterhouseCoopers

Chartered Accourtants and Registered Auditors,
31 Great George Strest,

Bristo! 851 5Q0D

Bankers

Lloyds TSB Bank plc
Canons House
Canons Way

Bristol BS99 718

Solicitors
Osbome Clarke

2 Temple Back East
Ternple Quay
Bristot BS1 6EG

Financial Advisers
Robert W Baird Limited
Mint House

77 Mansell Strast
London E1 8AF

Barry Stevenson

Execttive Chairman

Previcusly Chief Executive of Canadian Overseas
Packaging Industries Limited (1990-93), he was
Finance Director of DRG plc (1282-90) and
Cape industries (1974-82), He jcined the Board
in January 1995, was appointed chairman in
February 2001 and is a member of the Board's
remuneration comrmities and chairman of the
audit committes. Age 63.

David Loftus

Group Finance Director

Joined Brunel in September 1990, became Group
Financial Contraller before being appeinted Group
Finance Director in July 1996, Earlier in his career
he worked for Chartered Accountants Spicer and
Oppenheim and the Marley Tile Company Limited.
Age 41,

Trevor Swete

Non-executive Director

Joined the Beard in December 1998, and is a
Member of the Board's remuneration and audit
commitiees. He is a director of Postern Umnited,
Postern Fund Management Limited, PFM General
Partner Limited and Postern Executive Group
Limited. He also holds various other non-executive
directorships. Age 57.

Moger Woolley

Non-executive Director

Spent 30 years 1o Novemiper 1982 working for
DRG plc where he bacame Chief Executive. He is
currently Chairman of Bristol Water Holdings ple.
He joined the Board in Qctober 1992, and is a
member of the Board's audit commitiee and
chairman of the Board's remuneration committee.
Age 67,




ha Directors present their Annual Repornt
24 and the financial statements for the year
ended 30th June 2002,

Results and Dividends

The results of the Group for the year are set out
on page 20. The Directors do not recommend the
payment of any ordinary dividend as the Group
does not have sufficient distributable reserves.

A profit of £2.8m has besn transferred to reserves.

Review of the Business and Principal
Activities

Brunel Holdings plc acts as a holding company
co-ordinating the activities of its subsidiaries which
werg, during the year ended 30th June 2002,
primarily engaged in the design, manufacture and
sale of process equipment.

A review of the development of the business
during the vear appears in the Executive
Chairman's Statement on pages 2 10 6.

Political and Charitable Contributions
During the year the Group made no donations
for charitable purposes, and no contributions to
political parties (2001: Nif).

Directors

The following Directors held office at 30th June
2002 and against their names are shown their
beneficial interests in the Company's shares as
defined in the Companies Act 1985:

UM, Woolley

The interests of the Directors under the Company’s
share option schemes are shown in Note 28 to the
financial statements an page 46.

Clients of PFM General Management Uimited, of
which Mr T.J. Swete is a director, were beneficially
interested in £1,350,000 of the Company's 6.5%

Direciors’ Peport

Unsecured Loan Notes 2001, These notes
matured and were repaid on 30th November
2001, but the holders of these Notes alse nold
warrants valid until 30 November 2002 to
subscribe for up to 2.7 % of the Company's
issued ordinary sharg capital at a price of 38.28p
per share,

Except as stated above, none of the Directors had
any other interests during the year In any shares in
the Company or In any of its subsidiary
companies.

Since 30th June 2002, there have been no
changes in the Directors' interests in the
Company’s ordinary shares.

During the year the Gompany maintained
directors’ and officers’ insurance against liabilities
incurred in the course of their duties, 1o the extent
permitted by the Companies Act.

The Director retiring by rotation is Mr D, J. Loftus,
He is gligible and cffers himself for re-election.
Brief biographical infermation of this director can
be found on page 10.

tir 0. J. Loftus has a senvice contract with the
Company with a one-year notice period, None
of the other directors has a service contract with
the Company.

Statement of Corporate Governance

The Board fully supponts the recommeandations

of “The Combined Code - Principles of Good
Governance and Code of Best Practice”

("The Combined Code"). The Directors report

that, based upon the information below and that
included under Executive Remuneration Pclicy

on pages 15 to 17, the Company has substantially
complied throughout the period with the provisions
sat out in Section 1 of the Combined Code except
as regards (i} the appointment of Mr J.M. Woolley
is not for a specified pericd, (i} the role of
Chairman and Chief Executive is now combined
with Mr B. B. Stevenson now acting as Executive
Chairman, and (i} one of the members of the
Audit Committee, Mr B. B. Stevenson, is now an
Executive Director. This situation arcse when

Mr R. J. Petersen, the previous Chief Executive,
left the Company's employ in November 2001,

but the Board hopes 1o appoint a new Chief
Executive soon, after which Mr Stevenson will
rever! 1o being a non-execulive director.




Directors’ Report

The Board

The Board consists of Executive and Non-
executive Directors who meet regularly to consider
matters specifically reserved for its attention and to
monitor the performance of the Group. It sets the
strategic direction of the Group.

The role of Executive Chairman combines

the function of Chairman and Chief Executive.
Given the reduced size of the Group over recent
years, this is considered to be an acceptable
arrangerment for the Company pending the
appointment cf a new Chief Executive. The Board
considers Mr J.M. Woolley to be the senior
independent Non-executive Director.

The Board is aware that Mr T.J. Swete was
nominated by Postern Fund Management Limited
10 be a Non-executive Director of the Company,
The Board has confirned the responsibilities of
both the Chairman and the Chief Executive (which
will remain combined whilst Mr B, B, Stevenson
continues to act as Executive Chairman), and

has formalised the arrangements for access by
Directors to independent professional advice and
approved a fixed period of appointment for new
Non-executive Directors.

Board Committees

The Audit and Remuneration Committees (chaired
by Mr B.B. Stavenscn and Mr J.M. Woolley
respectively) are comprised of Non-executive
Directors and the Executive Chairman,

The terms of reference of the Audit Committee
Include reviewing the Group's internal controls,
published financial reports for statutory
compliance and standards of best practice, and
recommending appropriate disclosure to the
Board. It also meets with the internal and external
auditors to review the audit plan, and reviews
annually the services of the Group’s auditars,

to ensure that an objective and professional
relationship is maintained.

The terms of reference for the Remuneration
Committee include the setting of remuneration
policy and remuneration of Executive Direciors.
Details of the Executive Directors’ remunaration
are reported in the Remuneration Committee
Report on pages 15 to 17 and in note 6 to the

Financial Statements on page 31. The
Remuneration Committee recommends all
executiva and non-gxecutive appointments

to the Board. Any proposal by the Committes
wilt be discussed and ratified by the full Board.,

Going Concern

It should e recognised that any consideration
about the foreseeable future involves making a
judgement, at a particular point in time, about
future events that are inherently uncertain, After
making enguiries, the Directors nave a reasonable
expectation that the Company and the Group have
adeqguate resources to continue in operational
exigtence for the foreseeable future. For this
reason, the Directors continue to adopt the going
concern basis in preparing the accounts.

Internal Control

{i) Control Environment - the directors are
responsible for the Group's system of internal
control and for reviewing its effectiveness. The
system is designed to manage, rather than
eliminate, the risk of failure to achieve business
objectives and can only provide reasonable,
and not absolute, assurance against material
misstaternent or loss, and the maintenance

of proper accounting records and the reliability
of financiat information.

Following the publication of formal guidance

on internal control, the Beard has established
procedures necassary o implement the
retuirements of the Combined Code refating

{o internal controls as reflected in the formal
guidance and it hag reviewed the effectiveness of
the Group's systems of internal control, including
financial, operational and compliance controls and
risk management. These procedures establish the
process by which the Board will, on an angeing
basis, identify, evaluate and manage the significant
risks faced by the Group and carry out its annual
review of the effectiveness of the internal controls.
It s intended that these procedures will be kept
under review each year and adjusted as
appropnate.




In addition o the review of the scope and results
of the audit and the activities of the external and
internal auditors (including the cost effectiveness of
the audit and the independence and chiectivity of
the external auditors) the Audit Committee’s terms
of reference inciude responsibility for gverseeing
internal controls, including operational and financial
controls and risk management.

{ii} Risk Management - the Company has

well established risk management proceduras.
Monitoring of compliance is through self-
assessment, and by external audits by the Group's
risk management and insurance advisers.

During 2000, a procedure for risk réview, appraisal
and ranking was successfully introduced within
the Group's businesses using Jardine Lioyd
Thempson's 'RiskTrack’ systern, This was repeated
during 2001 and 2002, thus enabiing operating
company management 10 maintain and update a
detailed risk profile for af sigrificant business risks.

The resuits of the audits, which will continue to
be updated annually, are reviewed by the relevant
operating company and form the basis for future
fisk management objectives. Internal audit
procedures monitor all significant resulting
internal controls and agreed risk improvermnent
recommendations, and any significant findings
are brought to the attention of the Directors.

{iii} Information Systems, Control

Procedures and Monitoring - the Company's

irternal control and monitoring procedures include:

{a) clear responsibilities on the part of line and
financial management for the maintenance of
good financial controls and the preduction of
accurate and timely financial managemant
information;

b} the control of kay rigks through clearly laid
down authorigation levels and proper
segregation (so far as is practicable) of
accounting duties;

{c) detailed monthiy budgeting and reporting of
trading resulls, balance sheets and cash
flows, with regular review by management of
variances from budgets; and

(@) reporting on compliance with intermal controls
and procedures by group internal audit and
review of reports by external auditors.

of the Cornpany .

Dirgciors' Report )

These reports are also reviewed by the Audit
Committee prior to the issue of the interim and
annual reports.

Relations with Shareholders

Tne Directors meat regularly with and present

to institutional shareholders to foster a mutual
understanding of objectives. The Directors
encourage the participation of private shareholdars
at the Annual General Meeting.

European Manetary Union

The Group has assessed the impact of Economic
Monetary Union and at present no specific action
is deerned necessary. However, the situation
continues to be monitored on a regular basis.

Substantial Shareholdings

As at 16th October 2002 the Company has been

advised of the following shareholdings amounting

to 3% or mere of the issued ordinary share capital

The Company did not issue any new shares during

the vear, but issued 105,888 new ordinary shares
in July 2002 on the exercise of a warrant issued in
connection with the Company's 6.5% Unsecured

Loan Notes 2001,

Save-As-You-Earn Share Option Scheme

This schemae is made available to most employees
of the Group in the UK {their aligibility being
determined by a minimum period of service) and
helps the Group by generating a closer identity
with, and loyalty to, the Group. The rules of the
scheme reflect current legislation and best




Lirectors’ Report

practice. A copy of the rules of the scheme is
available on request and will be available at the
Annual General Mesting.

Na invitations to take up options under the scheme
were issued to employees during the year.

Executive Share Option Schemes
Shareholders approved at the 1998 Annual
General Meeting the establishment of thrae
executive share option schemes. After taking into
account the impact of the capital reorganisation
effected in September 2000, as at 30th Jure
2002 current options over 37,102 ordinary shares
in the Company had been granted to 13 of the
Group's senior executives under the Company's
Share Qption Flan, and current options cver
36,324 ordinary shares in the Company had been
granted to the same senior executivas under the
Company’s Executive Share Option Scheme (“the
Scheme”). These options are normally exercisable
between the third and tenth anniversary of the
grant {L.e. between March 2002 and March 2009)
provided that the Compary achieves an increase
in its eamings per share over a three year period
exceeding BPI plus 10%,.

At the same date, current super options over
45,924 ordinary shares in ths Company had been
issued to 3 senior executives under the Scheme.
These options are normally exercisable batween
the fifth and tenth anniversary of the grant,
provided that the Company’s total sharehaolder
return to ordinary shareholders over a five year
period is within the top quartile of performance
where the Company is measured against a peer
group of listed engineering companies.

No options have ever been issued under the
Compary's Phantorn Share Option Scheme, and
no cptions were issued during the year under the
Company's Share Option Plan or its Executive
Share Option Scheme,

A copy of the rules of these executive sharg
option schemes is available on requast and will
be avallable at the Annual General Meeting.

Employees

The Group gives aulonomy to its operating
subsidiaries and makes management accountable
for their own actions, whilst developing their
awareness of the Group's overall objectives. Each
subsidiary is responsible for the development of

employee involvernent and communication policies
which are appropriate to its own particular needs
and in line with accepted practices in its country
of operation. The Group aims to ensure that no
employee or potential employee receivas less
favourable treatment on the grounds of sex,
marital status, colour, race, nationality, religious
beliefs or disability. Selection and promotion are
based on the suitabiity of an individual's skills,
aptitude and experience for the job. Having special
concern for employeses who become disabled,

alt practical measures are taken 1o ensure that
disabled persons are placed in jobs suited to

their individual circumsiances.

Health, Safety and the Environment

The Group takes seriously its responsibilities to
employees, customers and the environment, It
requires each operating subsidiary to maintain
its own health, safety and environmental policies,
and to implement good working practices and
procedures SO as 1o ensure that its operations
and products comply with the appropriate law,
regulations and standards. In conjunction with
an independent consultancy the Group conducts
detailed risk management surveys of each site
on a regular basis covering heaith, safety and
environmenrtal aspects.

Payment Policy

The Company generally agrees terms and
conditions with suppliers before business takes
place, and its policy is to pay agreed invoices

in accordance with those terms of payment.

AL 30th June 2002, the Company had an average
of 128 days' purchases cutstanding in trade
creditors, and the Group had an average of

53 days.

Auditors

A resolution to re-appoint PricewaternouseCoopers
as auditors will be proposed at the forthcoming
Annual General Meeting.

The Notice of the Annual General Meeting is set
out on page 49.

Approved by the Board on 16th October 2002 and
signed on its behalf by

J.A.G. King
Sacretary




Remuneration Committee Beport

emuneration Policy

The palicy of the Remuneration
Committee concerning the remuneration of
executive directors and the level and constituent
elements of their remuneration is set out below,
The Remuneration Committee will consult with
the Executive Chairman, in particuiar on other
Executive Directors’ remuneration. No director
participates in, or votas on, any discussion relating
to their own remuneration.

Non-executive Directors

It is the current policy of the Committee 10 appoint
new Non-executive Directors for an initial pericd of
three years, which may be renewed for a further
three years thereafter. Non-executive Director
appoeintments, as with a directors, are subject

10 election and re-élection at the relevant annual
general mestings.

Mr Wodlley's appeintment as a Non-executive
Director did not inciude any specified time period,
and he has now served as a Non-executive
Director for ten years,

in the event of early termination for whatever
reascn the Executive Chairman and the Non-
executive Directors are not entitled to any
compensation. All Non-executiva Directors ara
paid a sum which takes into account the amount
of work undertaken by them as members of the
Board and its various sub-committees, but do

not receive any profit related pay, share options,
bonuses or pension entitlernent from the Company
or any of its subsidiaries,

Remuneration of Executive Directors and
senior executives

As a sub-cormmittee of the Board, the role of the
Remuneration Committee is to establish Board
policy in respect of terms of employment including
remuneration packages in detail for Executive
Directors and in principle for certain other senior
executives. The Committee, with its remuneration
packages, seeks to attract, retain and motivate
Executive Directors of the right calibre and tc
encourage them in the enhancement of the
Company’s performance. In setting both the policy
related to, and the levels of remuneration and
benefits for, exacutive directors, the Committae
takes into account tha practice applied across the
industrial and service sectors in which the Group
cperates.

i
1
i
I
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The principal components of the Group’s
remuneration packages for Executive Directors are
as follows:

A, Basic Salary

The basic salary for each Executive Dirgctor

is determined by the Committee taking into
account the practice at companies of similar size
and complexity as that of Brunel and the
performance of the individual,

B. Performance Related Bonuses
There are currently na parformance related banus
schemes in place for the Executive Direclors.

Mr B B Stevenson is entitled to a transaction
bonus payabls on the completion of the proposed
fransaction with Guinness Peat Group.

C. Share Options

At the 1998 Annual General Meeting Shareholders
approved the establishment of an inland Revenue
approved share opticn plan {“the Plan”), an
unapproved share option scheme (“the Scheme”)
and a phantom share option scheme (“the
Phantom Scheme").

Further information is contained in the Directors'
Report on page 14. Details of the options granted
under these schemes to the Dirgctors of the
Company can be found in Note 28 to the financial
statements on page 46.

Policy on External Appointments

The Company recognises that its Executive
Directers may be invited to becorme non-executive
directors of other companies and that exposure

to such non-executive duties can broaden their
experience and knowledge, which will be to the
benefit of Brunel. Subject to Board approval (which
will not be given if the proposed appeintment is
with a competing company or would otherwise
lead to a conflict of interest) Executive Directors
are allowed to accept one non-executive
appointment and to retain the fees paid.

Policy on Contracts of Service

It Is the intention of the Board to imglement service
contracts with a one year notice period for future
appointments of Executive Directors. Brune! has
anplied, and intends to continue to apply, a fair but
robust principte of mitigation in the payment of
compensation on the termination of the
employment of any Executive Director.
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Pension Contributions

Executive Directors (other than the Exscutive Chairman) are eligible for membership of the Brunel Senicr
Executives Pension Scheme, which is Inland Revenue approved. The scheme is non-contricutory for the
director and provides for a pension on the basis of 1/30th of final salary for evary year of service.

Defined benefits accrued and payable on retirement for Directors holding office during the year are
shown in the table below:

D.. J. Loftus R. J. Petersen
(see note 1)

S e
e T e

L R1SEEUESEE pA. - £9.805 pa.
B9ST/EBTI0DA . 6537 pa

"'éc::é_:"r'fti:éd_'pensibn during the Year =il
n = (the accrual rate for theadditional
g is based upon pensionable payat -

- £912pa
£808 p.a.
4% patPl-

Notes:
1) Part of pension is payable at age 65 and part at age 60 without reduction.

2) Pensions accrued before 6th April 1997 receive annual increases guaranteed to be at least 4% p.a.
In addition, the amount of pensicn which exceeds the member's Guaranteed Minimum Pension will
be increased each year by 50% of the amount (if any) by which LP! increases exceed 4%, Pensions
accrued on or between Bth April 1997 and 1st April 2001 increase in payment in line with LP!
increases subject to a minimum of 4% p.2.. Pensions accrued on or after 1s1 April 2001 increase
in ling with LP! increases (no minimum). LPI increases are defined as increases in line with the Retail
Price Index subject 1c a maximum of 5% in any one year,

3) MrR. J. Petersen ceased to be a director of the Company on 13th November 2001,

Other Benefits
Mr D. J. Loftus alsc has other taxable benefils provided by the Company such as a suitable company

iy
car and the payment of its operating expenses fexcluding fuel), and membership of a private medical
insurance scheme.
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Remuneration of Directors
The remuneration of the Directors for the years to 30th June 2002 and 2001 was (£'000s}):

‘::-_B:_i_s_i;_:;'Sala.{'Q.-E:::._ﬁ; . Benefits | A ‘Bonus - . _f._:_-To_ta:I
200202001 " 2002 . 2001 . 2002 2001 2002 2001

- S gy

AT < a0 118 148
1B .38 - B4 178 277

Mr B. B. Stevenson becams an Executive Director on 13th Novernber 2001, when he took on the role as
Executive Chairman, Any bonus payments made by the Company are not pensionable, There wers no
bonus schemes in place in 2001/2002.

Included in Mr R. J. Petersen's basic salary for 2002 is the sum of £100,000 paid as compensation for
loss of office.

The highest paid director had accrued pension rights totalling £9,805 as at 3Cth June 2002
(2001: £3,390).

In addition tc the above, a provision of £193,022 is included in the accounts for the termination cost of
Mr D.J. Loftus. This is payable cn completion of the proposed transaction with Guinness Peat Group.

J.M. Woolley
Chairman, Remuneration Committee
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’ Btatement of Directors’ Responsibiiities

cmpany law requires the Directors to
prepare financial stalements for each
financial year that give a true and fair view of the
state of affairs of the Company and the Group and
of the profit or loss of the Group for that period.

The Directors confimn that suitable accounting
policies have been used and applied consistently.
They aiso confirm that reasonable and prudent
judgements and estimates have been made in
preparing the financial statements for the year
ended 30th June 2002 and that applicable
accounting standards have been followed.

The Directors are responsible for keeping proper
accounting records that disclose with reasonable
accuracy at any time the financial position of the
Group and Company and to enable thermn 1o
ensure that the financial staternents comply

with the Companies Act 1985. They are also
responsible for safeguarding the assets of the
Group and Company and herce for taking
reasonable steps for the prevention and detection
of fraud and cther irregularities.

The Directors are also responsible for the maintenance
and integrity of the Company's website. Informatian
published on the internet is accessible in many
countries - legislation in the United Kingdom
governing the preparation and dissemination of
financial staternents ray differ from legislation in
other jurisdictions.




independent Auditors’ Feport

o the members of

Brunel Holdings plc

We have audited the financial statements which
comprise the Group profit and loss account, the
Group and Company balance sheets, the Group
cash flow statement, the Group statement of total
recognised gains and losses and the related notes.

Respective Responsibilities of Directors

and Auditors

The directors’ responsibilities for preparing the
annual report and the financial statements in
accordance with applicable United Kingdom law
and accounting standards are set out in the
statement of directors' respensibilities.

Our responsibility is to audit the financial statements
in accordance with relevant legal and regulatory
requirernents, United Kingdom Auditing Standards
issued by the Auditing Practices Beard and the
Listing Rules of the Financial Services Authority.

We report 10 you our opinion as to whether the
financial statements give a true and fair view and
are proparly prepared in accordance with the
Companies Act 1985. We also report to you if, in
cur cpinion, the directors’ repert is not consistant
with the financial statements, if the Company has
not kept proper accounting records, if we have not
received al the informaticn and explanations we
require for our audit, or if information specified

by law or the Listing Rules regarding directors’
remuneration and transactions is not disclosed.

We read the other information contained in the
annual repert and ¢onsider the implications for
our repert if we become aware of any apparent
misstatements or material inconsistencies with
the financial statements. The other information
comprises only the chainmmans statement, the
financial review, the directors report and the
remuneration commitiee report.

We review whether the corperate governance
staterment reflects the Company's compliance
with the seven provisions of the Combined Cocle
specified for our review by the Listing Rules, and
we report if it does not. We are not required to
consider whether the Board's statements on

PRICEAATERHOUSE( COPERS

internal control cover all risks and controls, or
to form an opinion on the effectiveness of the
Company's or Group's corperate governance
proceduwes or its risk and control procedures.

Basis of Audit Opinion

We conducted our audit in accordance with
auditing standards issued by the Auditing Practices
Board, An audit includes examination, on a

test basis, of evidence relevant to the amounts
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 disclosad.

We planned and performed our audit 50 as to
obtain all the information and explanations which
we considered necassary in order to provide us
with sufficient evidence to give reasonable
assurance that the financial statements are free
from material misstaterment, whether caused by
fraud or other irregularity or error. In forming our
opinion we also evaluated the overali adequacy of
the presentation of information in the financial
statements,

Opinion

In our ¢pinion the financial statements give a true
and fair view of the state of affairs of the Company
and the Group at 30th June 2002 and of the profit
and cash flows of the Group for the year then
ended and have been properly prepared in
agegrdance with the Companigs Act 1985.

D et Lo L—‘mf"k
PricewaterhouseCoopeérs ’

Chartered Accournitanis and Registered Auditors
Bristof

16th October 2002




Turnover

Continuing operations {including share
of joint venture)

Discontinued operations

Less share of turnover of joint
venture - continuing

Group turnover

Operating profit/(loss)
Conlinuing cperations
Discontinued operations

Group operating profit/{loss)
Share of operating profit in joint
venlure — conlinuing

Total operating profit/(loss):
Group ana share of joint venture

Exceptional items

Provision for loss on sale of fixed assets
Loss on disposal/termination of
discontinued operations

(including goodwill written off of £567,000)

Profit/(loss) en ordinary activities
before Interest

Interast recaivable and similar income
(including £13,000 from share of joint venture}
Interest payable and similar charges

Profit/(loss) on ordinary activitias
before taxation

Taxation on profit on ordinary activities
{2001 restated - note 22))

Profit/(loss) on ordinary activities
after taxation

Minarity interests (all equity}

Profit/(loss} for the financial year
Preference share appropriation
Non-equity entitlemenls waived

Retained profit/{loss) for the financial year
transferred to/(from) reserves

Earnings/(loss) per share :
Basic
Diluted
Adjusted

Group Profit and Loss Account
for Ihe year enged 30th June 2002

R Rt Restated 2001
“Exgeptional .3 Before  Exceplional Tolal
s Hems “: Exceptional ltems
Rt ltems

Note £000 £0C0 £000
57,096 44,996 - £2.586

2,974 25,084 - 25,084
0,070 1 o s 70,080 - 70080

182 58,969, 70,080 - 70080
6,425 " 3,996 (3.014) 982

5 (1.211) (2,676} 3,687)

2,785 {5,630) (2,908}

1,283 2,785 {6.690) 2,308)
3 - (1,656) (1,656}

3 - (2.709) (2,709}
2,785 (10,055) (7,270}

4 16 - 16
4 (1,508) (1,000} (2,509)

4 1,292 {11,055) (9,763}

7 684 - 684
1,876 {1,055) {9.079)

89 388 er7

2,085 (10,667, 8.602)

g (345) - [348)
g - : - - 2415 - 2415
22 5644 . (3,124) 2,520 4,135 (10.657) 16,532)
10 7.1p 23 6)p
10 7.1p 123.8lp
10 16.0p 88p

The notes on pages 25 to 47 lorm part of these financial stalements
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Group Balance Shaset ‘
as at 30th June 2002

o = - Restated
L 2002 L 2002 2001 2001
Note oS 20000 w0 K000 £C00 £CCo
Fixed assets e
Intangible asseis 11 T DU ATt Yy & /-1 2,421
Tangible assets 12 B 3,019 3,796
Investments 13 Sl e e e e 379
interest in joint venture: 13 S :
Share in gross assets TR 4 -
Share in gross liabifties R ‘ -
8,556
Current assets
Stocks 14 2642
Debtors — due within one year 15 14,064
- due after one year 15 22,275
Properties held for resale 17 2,079
Cash at bank and in hand Y75
41,835
Current liabilities
Creditors - amounts falling due within one year 18 (23,732}
Net current assets 18,103
Total assets less current liabilitles 26,689
Creditors ~ amounts faling dus
after more than one year 18 (1.054)
25,845
Provisions for liabllittes and charges 20 (8.034)
Net assets 17.611
Capital and reserves
Called up share capital 21 18,243
Share premium account 22 64,244
Qther reserves 22 83,592
Profit and loss account 22 (149,15G}
Shareholders’' funds: equity 23 16,829
Minority interests - equity 24 _ TR R . +ﬁ Ga2
Capital employed S 19,850 17,611

]

Approved by the Board on 16th Oclob, 2@2 angy's y{_s behali by

B. B. Stevenson

Directors s
D. J. Loftus M_)

The notes on pages 25 to 47 form part of these financial statements. The 2001 comparatives have been restaled as detailad in noles 21 ang 22




SGtatement of Total Hecognised Gains and Losses

for the year encieg 30th June 2002

Group Company
g Reslateq Lo
L2002 2001 - 2002 2001
MNole LLAETE000 £000 £000 £CCo
Profit/ioss) ker the financial year Do man 8,602) {324} (£2,020)
Currency Lanslation differences on foreign S .
currenicy net investrments 22 s (126) 109 {293} 240
Total recognisea gains/{iosses) relating to the year n : ' 2,394 - (8,493 (617 143,780}
Prior year adiustment - FRS 18 22 Y "_(6,332')' - - -
Total recognised gains and losses
since last annual report (8.4G3) 617} {23,780}

There is no difference between the actual profits of the Company and the profits on an historical cost basis

The notes on pages 25 to 47 form part of thess financial statements.
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Company Balance Sheat ‘
as at 3Cth June 2002

S002 . 2008 2001 2601

Note B : e £000° . Y TR000 £000 £CCo
Fixed assets . : UL e
Tangible assels 2 L SIS SO ¥ g0
Investments 13 T LT Ry - -] 23,879

- 24,026 23,269

Current assets

Debtors 15 1,383
Cash at bank ang in hand 1,597
2,980
Current liabilities
Creditors - amounts falling due
within one year 18 {3,320)
Net current liabilities : i : f(1 Q14 (340)

Total assets less current liabilities 23,629

Creditors - amounts faling due

after more than one year 18 -
23,629

Capital and reserves

Calied up share capital 21 18,243

Share premium account 22 64,244

Profit and logs account ' . 22 (58,858)

Shareholders’ funds: equity 23 23,629

Approved by the Board on 16th O}b%oo d signed on its behalf by
- £ /

B. B. Stevenscn Directors ;
D. J. Loftus
™~

The notes on pages 25 to 47 form part of these financial stalements.




Group Cash Flow Statement
for the year ended 30th June 2002

2001 2001
Noles £000.: CO00 2000

Net cash inflow/(outflow) from o
operaling activities A S {1,292}
Returns on investments and S
servicing of finance S
Interest received < PR 24
Interest paid (722) - : (2,549)
interest element of finance lease rental payments {3s)’ [£29)
Net cash outflow from returns on 2,570)
investments and servicing of finance
Taxation 9
Capital expenditure
Development costs incurred 214)
Purchase of tangible fixed assels (737}
Sale of tangible fixed assets 116
Sale of properties held for resale 2,310

1,475
Acquisitlons and disposals
Investment in overseas cperation {46)
Acquisition of business F 359
Disposal of businesses E 10,065

9,660
Equity dividends paid -
Financing
Incaption of new finance leases B 156
Capital element of finance lease rental payments B {337)
Reduction in bank loans and loan notes B {3,467)

(3.648)
Increase in cash B 3634

The netes on pages 25 to 26 form part of this group cash flow statemenl.

M
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Motes o the Growp Gash Flow Statement

for the year endea 30th June 2002

Reconciliation of operating profit to net cash
inflow/{outflow) from operating activities

\

2002

2t
£000 2060
Group operating prolit/{icss) L4475 (2.505)
Provision against mineral rights W= 3.694
Provision against intellectual property assels L= 816
Pravision for anerous propary leases (34} 182
Mavement on pension prepayment 213 521}
Depreciation charges Ye2 1.312
Development costs writlen off - 587 -
{ProfitYlcss on disposal of properties held for resale S (28) 213
Decrease in stocks o 593 3.1£5
{increase) in deblors - [4,918) (5.334)
increasef{decrease) in crevitors 2,850 {1.638)
Exchange adjustment PR g1
4510 Q61
Net cash outflow in respect of reorganisation costs '_ {138} 331
Net cash inflow/(outliow) from operating activities 4,372 (1282}
Reconciliation to net debt
2000
£000
Increase in cash in the period 3,634
Reduction in lease finance 337
Decrease in tank kcans 2,767
Decrease in loan notes 700
Change in net debt from cashilows 7,438
Financs leases disposed of wilh subsidiaries 80
New finance leases (136)
Translation difference 44
Mavement in net debt in the period 7,408
Net debt at 1st July {15,475}
Net debt at 30th June {8,069)
Analysis of net debt
1st July Cash Disposals Cther Exchange 30th June
2001 Now non-cash movement 2002
000 £000 000 £000 £000 £000
Cash at bank and in hand 775 {517) - - (76) 182
Overdahts 6.149) 3.616 1532) - - (3,085)
8.5% unsecured loan notes 2001 {1,500 1,500 - - - -
Loan notes {890) 7 - - - [883)
Finance leases (305) 154 51 e - (112}
{8,069 4 780 81 (12 176 (3,878)

(5]




Disposal of businesses

Motes 10 the Group Cash Flow Statermnent
for the year ended 30th June 2002

2002

201
£000 £C00
Net assets disposed of R
Tangible fixed assets 364 1.375
Intangible fixed assets - 250
Stocks 52 {1,503)
Debtors 2329 7.681
Creditars {2,0801 £ 594)
Cash/{overdrall) 532 (101}
Finance leases (51) 180)
1,146 3,088
Net assels allributable to minority interests (548) -
(Loss)profit en disposal : - {356} 6,898
242 9,564
Satisfied by: - .
Cash L 242 ) 9,864
Analysis of net (outflow}/inflow of cash and cash equivalents
in respect of the disposal of businesses
200
000
Cash consideration 9,984
Bani balances of businesges disposed of ol
10,065
Acquisition of business
2001
£000
Net assets purchased
Slocks £5
Credilors - (14)
31
Goodwill arsing 328
) - 359
Satistied by:
Cash - 359
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accounting Policias

Basis of accounting

The financial statements for the Group are prepared under the historical cost convention, as modified for the revaluation of certain assets, ang
comply with applicable accounling standarda. The principal accounting policies adopted are described below together with an explanalion of
where changes have been made 1o previous policies on the agoption of new accounting standards in the year. The transitional cisclosures of
FRS 17 'Relirement Benefits’ have been made in the current year. FRS 18 ‘Accounting Policies' was adopted in the prior year and no changes
in accounting policies were required. The Group has also adopted FRS 18 'Deferrea Tax' in these financial statements, this represents a
change in accounting policy and the comparatives have been restated accoraingly, the impact of which is shown in note 22 1@ the accounts.

Consolidation and goodwill

The consclidaled financial statements include the financial statements of the holaing company and ils subsidiaries. Results of subsidiary
undiertakings acquired during the financial vear are included in Group profit from the effective date of acauisition and those ¢f companias
disposed of are included up to the effective dale of disposal. For this purpose the nel assets of newly acquired subsidiaries are incorporatec
in the financial statemants on the basis of fair value to the Group. Prior to 15t July 1998 any goodwlill represented by the excess of the
consiceration paid over the fair value of the nel assets acquired al the date of acquisition was eliminated against resarvas on consolidation,

to be written off through the profit and loss account on the subsequent disposal of the husiness 1o which the gocowil relates. From 1st July
1988, in accordance with FRS 10, such goodwill has been included on the balance sheet and is being amorlised over its useful economic life.

Turnover

Turnover comprises amounts receivable in the ordinary course of business in respect of gocds sold and services provided 1o third parties,
income from property sales and developmenls, and rents receivable, excluding Value Aaced Tax. Turnover on long term contracls is recognised
according to the stage reached in the contract by reference 1o the value of the work done with the corresponding amount being included in

debtors. An estimate of the profit atfributable to work complatad i5 recognised once the outcome of the contract can be assessed with
reasonable certainty.

Intangible fixed assets

Intelleciual property ana goodwill are stated at cost less deprecialion charged, on a straight fine basis, over therr anticipated uselul lives,
which is estimated o be 20 years.

Tangible fixed assets
Tangible fixed assets are staled al cost or valuation less depreciation charged al the following annual rates:

Freehold land Nil
Freehold buildings 2%
Leasehcid properties Over the term of the lease

Plant, equipment and vehicies 10% - 33%
The cost of mineral rights is amortised over the expecled exlraction pericd.
Impairments in value of tangible fixed assets are charged to tha profit and loss account,

Pevelopment expenditure

Development expenditure relating to clearly defined projects where the outcome of these projects is assessed as being reasonably certain

as regards to economic viability and technical feasibiity is capitalised and amortised over the peried expected to benefit from the project. Other
development expenditure and expenditure on pure and applied research is written off as incurred.

Leased assets

The cost ¢f assels held under finance leases is included under tangible assets, and depreciation is provided in accordance with the Group's
accounting policy for the class of asset concerned. The interest cost is charged 1o profit and loss account over the term of the lease on the
basis of the capilal element outstanding. The capital element of future lease payments is included in creditors,

The cosl of operaling leases is charged 10 the profit and loss account ag incurred.

Taxation

Provision is made for deferred taxation on ali material timing differences. Deferred tax assels are recognised where their recovery is considered
maore likely than not. Deferred tax assets and liabilities have not been discounted.

Stock

Stock, work in progress and linished goods cost are based on a FIFQ measure and are staled on consistent bases at the lower of cost,
including produclion overheads, ang net realisable value.

Pension costs
Pension contributicns are determined in accordance wilh the acvice of incependent actuaries. In accordance with Statement of Slandarg

Accounting Practice No. 24 pension costs are charged to the profit and loss account so as to spread the cast ovar the employee’s working lile
with the Group. The Group operales a detined benslit scheme.

Foreign currencies

Trading prolits or losses of overseas subsidiary companies are Iransiated inlo sterling at the average rates ruling during the year. Assals ang
labilities expressed in currencies other than slerling are translatea al year end exchange rates. Prolits and losses arising from the repayment or
reinstatement of foreign currency borrowings used to finance loreign ecuily invesiments, and resulling from restalement of overseas net asse!s,
are identified as movements on reserves. All other exchange dilferences (including those arising from currency conversions in the normat course
of trading) are dealt with through the prolit and loss account.




Profit and loss account analysis

Notes io the Financial Siatements

2002 2001
Continuing Discontinued Total Continuing  Disconfinued Total
£000 £000 £000 £000 £0co 000
Turnover 55,995 2,974 58,969 44 996 25,084 70,080
Cost of sales (37,556) (2,017) (39,573) {31,563) (17,782 {49,345)
Distribution costs {7,844) 237 {8,081) {6,162) {3,520 S.682)
Administrative expenses {4,170} [698) (4,866) {3,275) {~.893) 18,268)
Exceplional administration costs (1,974} - (1,974) 13,014} (2 B76) 5.680)
Group operating profit/{loss) 4,451 24 4,475 Q82 (3,887} 12,905}
Segmental reparting
Operating profit/floss)  Operating profit/loss) Net assais
By business segment; Turnover hefore exceptional items  after exceplional items Reslated
2002 20 2002 2001 2002 2007 2002 2GG1
£000 £000 £000 £000 £000 £000 £000 2500
Tobacco processing machinery:
Group 46,204 34,540 7,440 4,637 6,853 4,572 17,518 11,837
Joint venture 1,101 - 73 - 73 - 323 -
Web processing machinery 7,952 7,386 3 {302) 1 (302) 2,079 2,023
Other activities 1,839 3,070 {1,018 (339 (2,403) {3,288 59 558
Continuing operations 57,096 44,996 6,498 3,996 4,524 982 19,979 124,219
Discontinued operations 2,974 25,084 24 {1.211) 24 (3.887) (89) 3,382
60,070 70,080 6,522 2,785 4,548 {2,805) 19,890 17,611
Group 58,969 70,080 6,449 2,785 4,475 {2,.909) 19,567 17,611
Jeint venture 1,101 - 73 - 73 - 323 -
60,070 70,080 6,522 2,785 4,548 {2,909 19,890 17611
Included in other activitlies is a chargs relating to the pension prepayment movement of £213,000 (2001: credit of £521,000),
Operating profit/ioss)  Cperating profit/foss) Net assels
Geographical {oy origin): Turnover belforg exceptional items  alter exceptional ilems Restated
2002 2001 2002 2001 2002 2001 2002 2001
£000 £00C £000 £000 £000 £000 £000 000
United Kingdom {irading activities) 50,728 38,538 7,126 4311 6,537 4,246 19,698 13,994
United Kingdom {other activities} 1,839 3,070 {1,018) {339) (2,403) {3.288) 59 559
Urited States of America 3,428 3,388 7 24 37 24 {101} 334)
Resl of the World 1,101 - 73 - 73 - 323 -
57,096 44,996 6,498 3,966 4,524 982 19,979 14,219
Discontinued operations 2,974 25,084 24 {214 24 (3,887) 89) 3,392
60,070 70,080 6,522 2,785 4,548 [2.905) 19,800 17611
Group 58,969 70,080 6,449 2,785 4475 (2,805} 18,567 17811
Joint venture 1,101 - 73 - 73 - 322 -
80,070 70,080 6,522 2,785 4,548 12,905 19,890 17,6114

Y]
(A
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Segmental reporting (continued)

Turrnover

Geographical (Dy destination): 2002 2001

__£000 000
United Kingdom 6,493 5,856
United States of America 5,661 7.423
Europe 7,314 8,619
Rest of the World 37,628 22,988
Continuing operations 57,096 44,996
Discontinued operations 2,974 25,084

60,070 70,080

Group 58,969 70,080
Joint venture 1,101 -

60,070 70,080

Exceptional items

2002 2001

Notes £000 £000

Restructuring costs i (678) {325)
Share capital reorganisation costs - {458)
Profit/{loss) on write down/disposal of properties held for resale ii 25 {2158
Provision for onerous proparty leases 34 1182
Provision against mineral rights - 3,68¢4)
Provision against inteflectual property - B1g)
Write oif of developmant costs i (587} -
Costs incurred on proposed transaction {note 31) iv (768} -
Exceptional items within operating profit (1,974 (5,690
Provision for loss on sale of fixed assets - (1,656)
{Loss)/crofit on disposal/termination of discontinued ogerations v (583) 5,835
Goodwill previously written off vi (567) 18,364)
Loss on disposal/termination of discontinued operations (1,150} 12,709
Net interest payable and similar charges - {1.000)
Total exceptional items (3,124} {11,085)

i As par of the re-crganisation of the Group, restructuring costs totalling £678,000 were incurred in the period.
i A profit/{loss) was made during the period following the sale of surplus properties.

i Capitalised development cosls of £587,000 were written off due to inconclusive results being chtained from trials of a new
deveiopment machine,

v Cosls of £768,000 have been incurred up lo 30th June 2002 in relation to the proposed lransaction with Guinness Peat Group.

v The loss on disposalterminalion of disconlinued aclivities can be broken down as follows: £000
Loss on disposal of Elite Cameron Limited 1356}
Redundancy ¢osts in the closed mineral businesses (76}
Other residual cosls of businesses terminaled in previous years {151}

1583)

vi Goodwill pravicusly written off in respect of Elite Cameron Limitea cisposal has been written back through the profit and loss
account.

vii The loss on disposaltermination of discontinued activities of £1,150,000 has resutted in a tax creait of £88,000.
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Profit/(loss) on ordinary activities before taxation

Profit/{loss) on ordinary aclivilies before taxation is stateg after charging/(crediting):

2002 2001
£000 £000
Depreciation :
intangible assets (note 1) 229 378
tangitle assels (note 12) 523 534
Research and development expenditure - normal 307 375
- exceptional writedown {note 3} 587 -
Operating lease rentals:
hire ¢f plant and machinery 311 558
other 1,432 1873
(Profity/loss on disposal/wrilte down of properties held for resate {note 17) {25) 213
Pension prepayment movement {note 16) 213 521
Auditor's remuneration 78 82
Non-aucit fees paid to auditors 153 187
Included in auditor's remuneration of £78,000 (2001: £82,000) is an amount
of £30.000 {2001: £30,000) payable to the auditors of Brune! Holdings plc.
Interest charged on bank lcans and overdralts repayable within five years 419 1,152
Banking facility arrangement fee - 1,600
Interest payable on finance leases 35 45
Interast on unsecured Ican noles 2001 &1 122
Repayment premium on unsecured 1oan notes 2001 80 190
595 2509
Interast receivable and similar income - Group 1) {16}
~ Share of joint veriurs [13) -
(14) {16)
Employees
2002 201
No. NG,
Actual number of employees as at 30th June:
Continuing operations 342 402
Average number of employees during the year:
Continuing operations:  manutacturing 212 214
administration 121 127
333 341
Discontinued operations 34 315
367 656
Stalf costs during the year amounted {o: £000 £C00
Wages and salaries 10,066 17,720
Social security costs 864 1,558
Other pension costs - overseas operations 16 32
10,946 19,508

The above costs do not include the pension prepayment charge of £213,000 12001: creait of £521,0G0), see noles 16 and 26 for

further details.
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Emoluments of directors

2002 2001
£000 £CC0
Maragement remuneration 282 420
Non-executive remuneration 68 105
350 825
Compensation for loss of office 100 -
450 525
Inciuded in the above is an amount of £20,000 paid 1o Postern Executive Group Limited
for the provision of Mr T.J. Swete's services.
Emoluments of Chairman - Mr J.M. Woolley From 1st July 2000 to 27th February 2001 - £33,666
Emoluments of Chairman - Mr B.B. Stevenson  From 27th February 2001 to 30th Junea 2001 - £18.630
From tst July to 12th November 2001
as non-executive chairman £25,890 -
From 13th November to 30th June 2002
as executive chairman £85,527 -
£141,417 £53.296
Emoluments of the highest paid direclor £177,991 £277,155

The compensation for loss of oflice was paia to Mr R. J. Petersen.

Additional disclosure in respect of individual directers is given in the Remuneration Committee Report on pages 15
part of these accounts and in respect of their share options in note 28,

o 17 which form

Taxatlon Restated
2002 2001
Analysis of charge/(credit) £000 £000
Under provigion in respect of pricr years - 1
Corporation tax at 30% 1,197 -
ACT utilisation (645) -
552 1
QOverseas taxation:
Subsidiary companies 58 7
Joint venture 41 -
Current taxation 851 8
Deferred taxation (220} {692)
431 {684)
The 2001 figures have been resiated 10 refiecl tne adoption of FRS 19 'Deferred Taxation' {see note 22).
Factors affecting tax charge for the pericd
The tax assessed for the period is lower than the stangard rale of corporation lax
in the UK {30%). The dilferences are explained balow: 2002 2C01
£000 £C00
Profit on ordinary activities before tax 2,817 19,763}
Profit/{loss) on ordinary activilies multiplied by standard rate of corporation tax in the UK of 30% 845 (2,929
Disallowable expenses 165 1,561
Capital allowances for the period in excess of deprecialion and other timing ailferances (525) 1217
COverseas earrings coverad by brought forward losses (164) 170
Higher rates of tax on overseas earnings (Ingia) 16 -
Qverseas taxes 147 7
Utilisation of brought forward losses nol previcusly recognises {199) 215
Capital disposals net subject 1o tax 366 1,629
Current tax charge for the year 651 8
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8 Praotit of the holding company
As permitted by section 230 of the Companies Act 1985, the profil and loss account of the holding company is not presented as part
of these financial statements.
Of the Group profit for the financial year after taxation, a loss of £324,000 (2001: £44,020,000 loss) is dealt with in the financial
staternents of the holding company.
9 Dividends and appropriations
No ordinary dividend is proposed in respect of the year.
2002 2001
£000 2000
Preference share approprialion - (325
Non-equity entitlements waived - 2215
10 Earnings per share
I Basic {FRS 14) Restated
2002 2001
£000 000
Profit{loss} for the linancial year 2,520 (8.602)
Preference share appropriation - 1345}
Non-equity entitlements waived - 2,415
2,520 [B.532)
Weighted average nurnber of shares in issue {'000) 35,296 27,734
Earnings/{loss) per share (pence) 74 (23.6)
i Diluted
Weighted average number of shares diluted for exercise of warrants 35,679 27,734
Diluted earnings/(loss) per share (pence) 71 (23.6)

iii Adjusted EPS

The adjusted EPS has been caiculated using the profit/{ioss) for the financial year excluding operating and non-operating

exceptional items.

Profitiioss) for tne financial year

Provision for loss on sale of fixed assets

Operating exceplional items

Lass on disposal of discontinued operations
Arrangement fee paid 10 previous bankers

Adjusled profit for the financial year

Number of ordinary shares ['C0C}

Adjusted earnings per share before exceptional ilems {pence)

Heslated

2002 2001
2000 £000
2,520 8,602

- 1.856
1,974 5,680
1,150 2,708

- 1,0C0
5,644 2,463

35,296 27.734

16.0 88
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" Intangible fixed assets Goodwill  Development Intellectual Total
costs property
£000 2600 000 £000
Cost at 1st July 2001 5,687 384 1,452 7,533
Cosls incurred in the year - 193 - 193
Exchange adjustments (25) - - 125)
Write off of development costs (nota 3) - (587) - 1587}
Disposal of businesses (1,113) - 11,452) {2,565}
As at 30th June 2002 4,549 - - 4,549
Amortisation as at 1st July 2001 1,660 - 1,452 3.112
Charge for the year 223 - - 229
Exchange adjustments 124 - ~ 123
Disposal of businesses 1,113} - (1,452} {2.565)
As at 3Cth June 2002 774 - - 774
Net bock value as at 30th June 2002 3,775 - - 3,775
MNet bock value as at 30ih June 2001 4,027 394 - 4,421
12 Tangible tixed assets
Mineral Land & Plant, equipment & vehicles Totat
rights buaildings owned leased
Group £000 €000 £000 2000 £C00
Cost or valuation as at 1st July 2001 5,688 530 4,175 1,850 12,343
Additions - 31 233 12 276
Disposal of businesses (15) {108) (857) (166) {B48)
Exchange agjustmenits - 1 {15) - {14}
Disposals {295) - {94) - (389)
As at 30th June 2002 5,378 454 3,742 1,796 11,370
Depreciation as at 1st July 201 3,889 202 2,950 1,386 8,547
Charge for the year 25 29 366 103 523
Oisposal of businesses {15} (44) {360} 63) (682}
Exchange adjustments - - (8} - (8}
Disposals (151) - (78} - {(229)
As at 30th June 2002 3,858 187 2,870 1,436 8,351
Net book value as at 30th June 2002 1,520 267 872 360 3,019
Net book value as at 30th June 2C01 1,083 328 1,225 564 3,796
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Tangible fixed assets (continued)

Company

Cost as at 1st July 2001
Additions
Disposals

As at 30th June 2002

Depreciation as at 1st July 2001
Charge for the year

Dispasals

As at 30th June 2002

Net book value as at 30th June 2002

Net book value as at 30th June 2001

Land and buildings comprise at net book value:
Freehold

Long leasehold

Short leasehold

The cost or valuation of buildings may be analysed as follows:

At valyation
At cost

I stated under historical cest principles the comparable
amounts for the total of land and buildings would be:
Cost to the Group

Accumulated depreciation

Plant & equipment owned

£000

398

3
(39)

360

3C8

&0
(23

323

37

30

Group

2002 2001
£000 £0C0o
267 328
267 328
454 530
454 530
454 530
(187} (202)
267 328




|

Motes to the Financial Siatemants

13 Investments

Group Total
Dickinson Fowler Limited joint venture £000
Cost at 1st July 2001 379
Write off of set up costs 63

316
Group share of profit for the year 45
Exchange movement 128
As at 30th June 2002 (50% of net assets) 323

The Greup has a 50% investment in Dickinson Fowler Limitea, a company in Incia which manufaclures lobacco processing
equipment.

The period 16 30th June 2002 is the first period of trading and as such the joint venture was incluged in the 3Cth June 200!
accounts at its ¢ost of investment. In 2001 the Group incurred set up costs of £63,000 that have been recognised in the current year
financial stalements.

AL 30th June 2002 the financial results of Dickinson Fowler Limited were as follows:

Summarised profit and loss account 2002

£000
Turnover 2,202
Gross profit 704
Net other expenses {558)
Operating profit 145
Net interest 26
Profit on crdinary activities before tax 172
Tax {82)
Profit on ordinary activities after tax 90

There were no gains or losses other than the profits generated by operating activities.

Summarised balance sheet 2002
£000
Fixed assets 303
Net current assets

Stocks and work in progress 298
Debtors 385
Cash 459
Creditors less than 1 year {747y
405
Provisions for liabllities and charges (62)
Total net assets 646
Company Shares in Loans fa
Group Group

Undertakings Undertakings Tatal

£000 £000 2000

Coslt at 15t July 2001 21,000 2,879 23,879

Reduction in provision - 1,547 1,547

Inler group moverments - 11,431 11,237}

As at 30th June 2002 21,000 2,989 23,989

o
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14 Stocks
Group 2002 2001
£000 £000
Raw materials and consumables 262 8585
Work in progress 1,524 1,602
Finished goods and gooads for resale 817 899
2,603 3,166
Conltract slage payments (627) {524)
1,976 2,642
There is no materiai difference between replacement cost and the book value of stocks.
15 Debtors
Group Company
Restated
2002 2001 2002 2001
£000 000 £000 000
Amounts faling due within one year:
Trade debtors 6,226 9,503 36 39
Amounis recoverable on contracts 4,034 719 - -
Amounis owed by group undertakings - - 33 62
Corporation tax recoverable - 16 - -
Deferred taxation (note 20) 847 631 - -
Cther gebtors 3,686 2,396 108 1,217
Prepayments and accrued incoma 600 739 45 65
156,393 14,064 222 1,383
Amounts faling due after one year:
Other debtors - contract retention 1,402 - - -
Pension fund prepayment {note 16) 22,062 22,275 - -
23,464 22,275 - -
16 Pension fund prepayment
2002 2001
£000 £0C0
As at st July 22,275 21,754
({Charge)/credit taken to profit and loss account (note 26} (213) 52t
As at 30th June 22,062 22275
17 Properties held for resale
Group 2002 200
£000 £000
As at 1st July 2,079 3615
Disposals proceeds {1,504) 2310
Prafitfiloss) on disposal 25 1215}
Transfers from tangible fixed assets - 9849
As at 30th June 600 2,079
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18 Creditors
Group Company
2002 2001 2002 2001
£000 £000 £000 000
Amounts faling due within one year:
Bank loans and overdrafts 3,065 8,149 123 -
Loan notes 883 - - -
6.5% unsecured loan noles 2001 - 1,500 - 1,500
Payments received on account 2,868 1,118 - -
Trade creditors 8,147 7,870 351 Q02
Amounts due 10 group undertakings - - 3 33
Corporation tax an - - 9
Other taxation and social security payable 218 328 - -
Obligations under financa leases 99 141 - -
Other creditors 2,517 3.207 77 479
Agccruals 2 567 3.320 697 395
20,675 23,732 1,251 3,320
Amounts falling due after more than one year:
Loan notes - 830 - -
Onligations urider finance feases [1-2 years) 13 155 - -
Quligations urider finance leases {2-5 years) - 9 - -
13 1,054 - -
Details of the terms and security oftered by the Group in respect ol borrowings are set out in note (9.
19 Financial instruments

The principal financing and treasury exposures faced by the Group relate to working capital management, the financing of acquisitions
and tangible fixed assets, and the management of interest rate positions.

The Group's functional and reporting currency is sterling, and it therefore taces currency exposures on the retranslation of its foreign
subsidiaries net assals from year to year. It is the Group's policy not to hedge its profit franslation and its net investment exposures as
these are an accounting rather than a cash exposure and these subsidiaries are not significant in the context of the Group as a whole.

The Group's strategy to manage foreign exchange exposures is to be risk adverse and as such contract and trading transactions in
non-local currencles are hedgad as soon as they are reasonably certain as to timing and amount, using forward currency contracts.

The Group borrows at both fixed and floating rates of interest. Interest rate hedging derivatives are regularly considered by the Boara
but are not currently used nor were they used during the year.

Adgditional disclosures on the Group's objectives and policies for financial instruments are given on page 9, Financial Review, which
forms part of these accounts.

The Gioup alst has financial insiiuments in e form of shon term debiors and creditors which afise in the normal course of business.
Short term debtors and credilors have been excluded from the disclosures which follow, other than the currency risk disclosure.
The detailed risk management policies are sel out in the following notes:
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Financial instruments (continued)

a) Summary of borrowings

Financiat assets
Cash at bank

Financial liabilities

Bank overdralts

6.5% unsecured loan notes
Loan notes

Finance lease obligations
Provision for vacant properties

Motes:

i The bank overdrafts and loans of £3,065,000 {2001: £6,148,000) are secured by a fixea and floaling charge. There were no

Motes io the Financial Statements

Group Company
2002 2001 2002 2001
Notes £000 2000 £000 000
182 775 15 1,597
i 3,065 6,143 123 -
i - 1,500 - 1,500
i 883 830 - -
112 305 - -
v 148 182 - -
4,208 9,026 123 ,300

undrawn committed faciites at 30th June 2002,

The facilities are repayable on demand and are subjecl 1o an annual réview.

i The 6.5% unsecured loan notes were issued in December 1998 as part of the GBE acquisition and werg repaid ¢n

30th November 2001.

i The lean note represents a variable rate redeemable guaranteed loan note which expires in October 2002. Interast s paid at base

rate bi-annually and is secured by a bank guarantee.

iv Provision for vacant properties, This is included within financial liabilities because in establishing the provision the cash flows have
been discounted and the discount rale is reappraised at each halt yearly reporting date to ensure that it refiects current market
assessments of the time of value of money and the risks specific to the liability.

b} Maturity ot tinancial abilities

The maturity profile of the Group's financial liabilities at 30th June 2C02 was as follows:

Analysis of repayments:
Repayable within one year
Between one and two ysars
Between two and five years
Alter five years

Analysis of repaymanis:
Repayable within one year
Between one and two yaars
Between two and five years
Adter five years

Other
Loan Finance financlal 2002
Debt notes leases liabilities Total
£000 £000 £000 £000 £000
3,065 883 99 87 4,134
- - 13 42 55
- - - 19 19
3,068 883 112 143 4.208
Other
Loan Finance financial 2001
Debt notes leases liabilities Total
£0C0 £000 £000 £000 000
G149 1,500 141 74 7.864
- 880 155 85 1,100
- - 9 53 &2
6 149 2,380 305 182 9026
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Financial instruments (continued)

c) Interest rate and currency profile of financial assets and liabilities

Group
2002 2001
£000 £000
Assets hekd as part of the financing arrangements of the Group:
Steriing 93 93
US Dollar 89 678
Euro - s
182 775
All amounts are held in current accounts for the purpases of day to day trading and are
al licating rates of interast.
Liablities held as part of the financing arrangemenls of the Graup:
Sterling 4,208 9,026
US Dellar - -
4,208 9,026
Floating rale financial liabilities 4,096 7,221
Fixed rate financia! liabilities 112 1.805
4,208 9028
Fixed rate financial liabilties:
Weighted average inferest rate 9.0% 8.4%
Weighted average period for which rate is fixed 1.1 years 0.5 years

The floating rate financial liabililies comprise:

i bank borrowings bearing interest at rates related to base rals,
i loan notes bearing interest at base rate.

i provision for vacant properties.

d) Currency profile of net monetary assets and liabilities

Net monetary assels and liabilities of Group companies that are not denominated in their functicnal currency are hedged using forward
contracts.

Hence there are no material exchange gains and losses thal give rise to credils or charges to the profit and loss account.

e) Fair value of financial assets and liabilities

The fcllowing table provides a comparison by category of the carrying amounts and the fair values of the Group's financial assets

and financial liabilities at 30th June 2002 and 2001. Fair value is the amount at which the financial instrument could be exchanged in
an arm’s length transaction between informed and willing parties (other than a forced or liquidated sale} and excludes accrued interest.
Fair values of the Group's short term borrowings and cash at bank are equivalent to their book values.

The fair value of short term borrowings and cash approximates to the carrying amount because of the short maturity of these
instruments. The long term borrowings fair value approximates to the carrying value after excluding the accrued interest.

The fair value of the forward currency contracts is based on the closing spot price at 30th June 2002 and 2001,

2002 2001
Boaok value Fair value Beok value Fair value
. . £000 £000 £000 2600
Financial assets:
Cash at bank 182 182 775 775
Financial liabilities:
Short term Dorrowings 4,047 4,047 7,780 7.79C
Long term borrowings 13 13 1,062 1,054
Provision for vacant properties 148 148 182 182
4,208 4,208 9,026 9,026
Derivative financial instruments:
Forward currency conlracts - 629 - 1183)
- 629 - (183}

o
1o
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19 Financial instruments (continued)
f) Hedging currency exposures
AS explained in the financial review on page 9, the Group uses derivative financial instruments to manage certain currency exposures.
Changes in the value of instruments used as hedges ar not recognised in the financial statemenlts until the hedged position matures.
The analysis of these unrecognised gains and losses are as follows:
Gains Losses Total net
gains/(losses)
£000 £000 £000
Unrecognised gaing and 10sses cn hedges:
At 1st July 2001 42 (225) (183)
of which recognised in the year (42 225 183
Arising and not recognised in the year 670 (&1 629
At 30th June 2002 670 [41) 629
Expected to be recognised in the next year 670 {41 829
20 Pravisions for llabilities and charges
Group Deferred Warranty Vacant Restructuring
taxation provision properties provision Total
2000 £000 £000 £000 000
At 1st July 2001 as originally stated - 1167 182 3 1,362
Pricr year adjustment 6,662 - - - 6,682
Restated at 1st July 2001 6,682 1,167 182 3 8,034
Created in period - 987 - - 887
Utitisec B4} (134) - (3) {201)
Released - {632) {34) - (666)
At 30th June 2002 6,618 1,388 148 - 8,154

The Group has a number of vacant, partly sub let and fully sub let leasehold properties arising from the significant downsizing of the
Group in the last ten years. The properties are located in all areas of England. Provision has been made for residual lease
commiiments, together with other ocutgoings afler taking into account existing sub-tenant arrangemeants. In determining the provision
the cash flows have been discounted using appropriate rates. The maturity profile of these properties is shown in note 19(b).

The warranty provisions are eslablished on an individual contract basis 1o cover potential costs that may arise in the warranty period
{usually between one and two years) for machinery supplied which are based on prior pericds exparience.

Deferred tax liability/(asset)

Capital allowances in excess of depreciation
Other timing differences

ACT

Losses available for ofiset

Pansion prepayment provision

The geferred tax lability is disclosed within:
Debtors
Provisions

Restlaled

2002 2001
£000 £000
(52) {78}
(165) 227
(600) {350}
(30) (36)
6,618 6,682

5,771 5,591
(847) I
6,618 6,682
5,771 5,091

The 2001 figures have been restated 1o reflect the agoption of FRS 19 ‘Deferre Taxation' (see note 22).

[
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20 Provisions for liabilities and charges (continued)
Defined benefit pension schemes
The Group operates one scheme which is of the defineo benefit type. Under SSAP 24 a prepayment of £22.1 million has arisen.
Tax refief will be given on confribulions made and hence the pregayment represents a timing difference giving rise 1o a deferred tax
liagifity.
Other potential deferred tax assets not recognised
The Greup has a number of management expenses anc trading Iosses which may, in cartain circumstances, be avalable to offset
against profit made by the Group in the future, The estimated value of the unrecognised delerred tax asset al a stanoard rate of 30%
is £4,884 000 {2001; £4 030,000). in addition, the Group has an unrecognised geferred tax asset in relation to Advance Corparation
Tax of £2,081,000 (2001 £2 478,000}

21 Share capital Restales
2002 2001
£000 £oce

Authorised:

70,000,000 ordinary shares of 20p each 14,000 14,000

1,118,442 997 special non-voting delerred shares of 1p each 11,184 11,182
25,184 23,184

Allotted, issued and fully paid:

35,296,033 ordinary shares of 20p each 7,059 7,058

1,118,442,997 special non-voting deferred shares of 1p each 11,184 11,184
18,243 18,243

On 29th September 2000, the sharehclders of the Company approved a share capital reorganisation. As part of the capital
reorganisation all of the special non-voting deferred shares were to be acquired by tha Company for 1 pence and an amount equal to
their aggregate nominal value of £11, 184,430 was credited to a Capital Redemption Reserve, In 2002 the special non-voting deferred
shares of 1p each have been restored to the balance sheet as the Company's iack of distributable reserves prevented it from buying
them back as it had intended to do pursuant to the share capital recrganisation, The 2001 comparatives have been restated
accordingly.

At 3Cth June 2C02, ordinary share gplions were exercisable as follows:

i under the Company's Share Oplion Plan over 37,102 ordinary shares (2001:79,912) at 127 .2p per share,
i under the Company's Executive Share Option Scheme over 36,324 ordinary shares (2001:71,698) at 127 .2p per share.

In addition, at the same date super options were exercisable under the Company's Executive Share Option Scheme over 25,924
ordinary shares (2001: 197,148} at 127.2p per share.

No options have been issued by the Company under ils Phantom Option Scheme. Ordinary options are exercisable at cales belween
2002 and 2003 and super apticns at dates between 2004 and 2008, and in both cases are normally subject 16 the achievement of
specilied performance criteria as described in the Direclors’ Report on page 14

At 30th June 2002, there were no savings relaled share oplions remaining outstanding as the last extant options matured on that cate
[20C1: 1,428).

On 5th July 2002 the Company issued 1o Mr R, J. Petersen 105,888 ordinary shares upon the exercise of his rights to subscribe for
snares In connection with he 8.5% unsecured loan notes 2001, The rematning notenokiers have a right o subscrive to 952,892
ordinary shares at a price of 38.28p per share. This right expires on 30th November 2002.
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Reserves

Group

As at 1st July 2001 as criginally stated
Prior year adjustment - FRS19

Restated as at 1st July 2001
Gooawill written back

Profit retained for the year
Exchange adjustments

As at 30th June 2002

Notes to the Financial Statements

Share Other

Profit Total

premiurm reserves angs loss
000 £0C0 2000 £Co0
64,244 83,592 (142 B18} 5018
- - 6.332) 16,332)
64,244 83,582 {149,150) {1,314)
- - 567 567
- 2,520 2,320
- - {126) 1126)
64,244 83,592 (146,189) 1,647

The capital redemption reserve of £.11,184,430 shown in the 2001 accounts has been restated as share capital {see nole 21),

Goodwill

Gross amount written off post 23rd December 1989

Less disposals o date

Prior year adjustment

£000

81,794
(72,007)

9,787

e ——

The prior year adjustrent relates to the implementation of FRS 19 'Deferreg Tax'. The adoption of FRS19 has resuited in an increase
in tha delerred 1ax provision of £6,682,000 and Lhe recognilion of ACT recoverable asset of £350,000 at 30Lh June 2001 and an
increase in the tax cred? of £194,00C for the year to 30th June 2001.

Analysis of prior year adjustment

Adjustment to reserves at 30th June 2000 in relation 1o deferred tax on pengion prepayment
Deferred tax charge on the movement on pension prepayment

Recognition of ACT recoverable asset

Total adjustment to reserves as at 30th June 2001

Company

Restaled as at 151 July 2001
{Loss) retained for the year
Exchange adjustments

As at 30th June 2002

£000

{6,526)

(156)

350

16,332)

Share Profit Total
premium and koss

£0C0 £000 £000

64,244 (58,858} 5,386

- {324) (324}

- 1293) (293)

64,244 (59,475) 4,769

The capital redemption reserve of £11,184,430 shown in the 2001 accounts bas been restated as share capital {see nota 21).

Az
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23 Recongciliation of movement in shareholders’ funds
Group Company
Restated
2002 2001 2002 2001
£000 £000 £000 £O00
Profit/lloss) for the financial year 2,520 (8,602) (324) (a4 0200
Goodwill written back 567 8,362 - -
Transier preference share approgriations from
equity interests - {345} - {345}
Transter preference share appropriations to :
non-equity interests - 345 - 343
Transfer to equity interests on share capital
reorganisation - 32,217 - 32,417
Transter from non-equity interests on share
capital reorganisation - (32,417} - 132,417)
3,087 (238 (324) {44,020
Exchange adjustments {126) 109 (293) 220
Net increase/{reduction) in sharehclders' junds 2,961 {128} 817) 23,780y
Opening shareholders' funds (eriginally £23,584,000
before prior year adjustment of £5,526,000) 16,929 17,058 23,629 67,409
Closing shareholders' funds (all equity} 19,890 16,929 23,012 23,629
24 Minarity interests Group Company
2002 2001 2002 2001
£000 2000 £000 £000
Elite Cameron Limited (47.5%) - 682 - -
Elite Cameron was disposed of in January 2002, In the pericd up to disposal a credit of £134,000 was recognised in the grofit and
loss acoount. The balance of £548,000 was recognised as part of the loss on disposal.
25 Commitments

fa) Capital commitments contracted for

{t} Cperating leases

Annual commitments at 30th June 2002:
Expiring within one year

Expiring in the second to filth years
Expiring alter more than five years

Annual cormmilments at 30t June 2001:
Expiring within one year

Expiring in the second 1o fifth years
Expiring after mare than five years

Group Company
2002 2001 2002 2001
£000 £GC0 £000 £0C0
34 - - -

Group Company

Land and Land and

buildings Others buiidings Others
£000 £000 2000 000
91 14 - -
248 117 - 2
1,163 23 150 -
1,502 154 150 2
52 104 - 7
427 206 - 10
1,312 i 150 -
1,791 321 150 17
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Pension scheme

The Group operates one major scheme covering all UK based companies which is of the defined benefit lype, with the assels heid in
a separate trustes - administered fund.

An actuarial review of the UK scheme was undertaken in March 2001, For the purposes of SSAF 24, the principal assumptions used

a market based approach. These assumptions are bagsed upon a discount rale of 6.3% per annum, pay growth of 4% per annurm and

annual increases in inflation and pension payments of:

o 3.15% per annum (minimum 3%; for period prior to 8th April 1897*

e 3.3% per annum (minimum 3%; for period prior to 8lh April 1997 to 31st March 2001

® 2.5% per annum {no minimum) for pericd prior from 1st Apil 2001,

* The pension increase shown is defined to be 3% plus hall of the difference between Limited Price Inaexalion (LPI) ana 3% where LPI
is greater than 3%.

During the year a charge of £213,000 (2001: £521,000 credit} has been taken to the proftt and less account. This represents a regular

cost of ©1,000,000 {2001: £1,454,000), & varialion cost of £526,000 (2001: £568,00C credily and a noticnal interest credit of

£1,403,000 (2001: £1,407,000). The Company increased its contribulion to the scheme to 16.4% of pensionable salaries with effect

from st July 2002.

Al the date of the last actuarial review, which was completed by an independent qualilied actuary as at 1st April 2001 using the

projected unit method the market value of the scheme assels on an ongoing basis was £138.3m. The market value of the assets is
102% of the value of accrued benelits, after aliowing for expected tuture increases in earnings.

FRS 17 Disclosure

Independent actuaries have carried cut calculalions in relation 1o FRS17. The resulls of their caiculations and the assumptionsg they
have adopted are shown below:

i  Financial assumptions 2002 2001
% pa % pa
a Inflaticn 2.50 250
b Rale of increase in salaries 4,00 <60
¢ Rate of increase of pensions in payment
Pre Bth April 1987+ 3.25 315
LPI {minimum 3%) 3.50 3.30
Future accrual (RPI, limited to 5% 2.50 2.50
d Rale ot increase for delerred pensionsrs 2.50 2.50
e Discount rale 5.70 6.30

* The pensicn increase shown is defined to be 3% plus half of the ditference hetween Limited Price Indexation (LPI} and 3% where LP}
is greater than 3%.

Il Scheme assets and expected rate of return

2002 2001

Fair Expected rate Fair Expected rate
value of return valua of return
£m %pa £m %na
Equities 35.38 8.1 74.25 73
Bonds 85,09 52 57.51 52
Cash 3.89 4.0 3.24 5.2

Total 124.36 135.00
iii Reconciliation to the balance sheet 2002 2001
£m em
Fair value of scheme assets 124.36 135.00
Acluarial value of scheme liabilities (139.20) {123.00)
Pension (liability) /asset recognisea in balance sheet (before alowance tor deferred tax) (14.84) 12.00
Related deferred tax assels/iability} at 30% 4.45 13.60)
Net pension (fabilityyasset {10.39) 8.40

If FRS 17 had been adopted in the financial statements al 30th June 2002, the Group would have net iabilities of ©6.0m
{2001: net assets £10.4m}).
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26 Pension scheme (continued)

vi

Analysis of the movement in surplus /(deficit) in the scheme during the year

Surplus in the scheme at the beginning of the year
Current service cost

Curtailment gain

Other finance income

Actuarial {loss)

(Deficit) in the scheme at the year end

Components of defined benefit cost

Analysis of amounts charged on operating profit:
Current service cost

Total charged to operating profit

Analysis of other amaunts charged 1o profit and loss account:
Gain on curtailment

Net gain credited to profit and loss account
Analysis of amount charged to other finance income:
Interest on pension schame liabilties

Expected return on assets in the pension scheme

Net credit to other finance income

Total profit and loss charge before deduction of tax

Analysis of amounts recognised [n Statement of Recognised Gains and Losses (STRGL)

Loss on assels
Experience {gain) on fiebiities
Loss on change of assumptions {financial and demographic)

Total loss recognised in STRGL before tax adjustment

History of experience gains and losses
Loss on scheme assets

Amount {£miltion)

% of scheme assets at end of year

Experience (gain) oh scheme liabilities
Amcunt Lmiliicn)
% of scheme liabilities at end of year

Total actuarial loss recognised in STRGL
Amount [£rmillion)
% of scheme liabilities at end of year

A
[}

2002
£m

12.00
(1.08)

0.68

0.84
(27.23)

(14.84)

———

2002
£m

1.08
1.08

0.63
0.63

7.54
B.38)

{0.84]

0.87

2002
£m

12.71
©3n
14.89

27.23

12.71
10.22%

037
0.26%

27.23
19.568%
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Brunel Holdings plc or the Group have the following contingent liabiities which have not been provided in the balance sheet since no
actual liability is expected to arise;

{i} Bonds and Guarantees

The Group had at 30th June 2002 cutstanding bank and insurance company guarantees in respect of acvance payments,
performance and other bonds totalling £3,6 18,000 (2001: £5,283,000). The Company had at 30th June 2002 outstanding
guarantees in respect of bonds totaling £ nil 2001: £344,000).

(it Subsidiary company borrowings
At 30th June 2002 the Company had provided guarantees covering ENil {2001: £241,000) of the subsiqiary company's finance
leases, In addition, the Company had proviged guarantees covering subsidiary company’s bank indeblecinass
Al 30th June 2002 the value of this indebtedness was £ 2,942,000 (2001: £8,091,000).

In addition, both the Company and the Group have given indemnities and warranties to the purchasers of businesses from certain
Groufs companies in respect of which no material habiities are expecied o arise.

28 Directors’ share option interests
Opticns at Options Options Opticns Options at  Subscription Naormal
1st July 2001 granted lapsed exercised 30th June price period of
2002 axercise
Name
Executlve share
aption scheme
A J Pelersen
- ordinary options 28,108 - {28,108} - - 132.87p 2002 - 2008
R J Petersen
- super options 98,378 - {98,378} - - 132.97p 2004 - 2008
D J Loftus
~ ordinary options 9,514 - - - 9,514 127.19p 2002 - 2000
D JicHus
- super cptions 22,227 - - - 22,227 127.18p 2004 - 2009
Company share
option plan
D J Loftus
~ ordinary options 2,854 - - - 2,854 127.18p 2002 - 2009
The mid market price of the ordinary shares was 64p at 30th June 2002. During the year the share price reached a high of 72,5p and
a low of 30.25p.
The Company has not issued any phantom options under its Phantom Option Scheme.
29 Related party transactions

Postern Execulive Group Uimited is a related party as Mr T. J. Swete, a Non-executive Director of Brunel Holdings plc, is also a
director of thal company. During the year £20,000 (2001: £20,000) was paid to Postern Executive Group Limited in respect of the

services of Mr T. J. Swete as Non-executive Direclor,

The amounts due to Postern Executive Group Limited at 30th June 2002 was £5,875 {2001:£14 646)

45
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30 Principal subsidiary undertakings
At 30th June 2002 the Company held directly or incirectly 100% ¢of the issued ordinary share capital of the following major
subsidiaries, all of which [unless ciherwise shown) were incorporated, registered and cperate in England and Wales
Directly owned subsidiaries are marked by an asterisk.
BM Estates Limited *; property investment and management company
Dickinson Legg Limited; manufacturer of processing equipment for the tobacco ingustry
Dickinsan Legg Inc; USA: supplier of spare parts to the tobacco industry
Spooner Industries Limited; manufacturer of dryers and associated equipment for various industries

Spooner Industries Ingc; USA; sale of dryers and associaled eauipment

31 Post balance sheet event

The company is in negoliations with the Guinness Peat Group pl¢ tor a transaction which, if concluded and approved by shareholders
of both companies, will result in Brunel Holdings' sharehclders receiving a shareholding in Dickingon Legg Group ple (the new holding
company of Dickinson Legg and Spooner Industries) and retaining a sharehelding in Brunel Holdings which will become the enlargad
Guinness Peat Group plc.

These financial statements have been prepared on the basis that the Group is ongoing and no adjusiments have been made lhat may
result from the potential transaction.




Five Year Record

1988 1993 2000 2001 2002
Group turnover [£m)
Continuing operations 32.5 34.5 240.2 45.0 56.0
Discontinued operations 67.2 37.6 31.8 251 3.0
Totai 99.7 721 72.0 701 £9.0
Group operating profit (Em)
Continuing operations 1.5 0.6) 3.5 1.0 4.5
Discontinued operations 1.4 (6.8) @1 3.9) 0.0
Total 2.9 {Y“.Z) 0.4 (2.8} 4.5
Group operating profit (before exceptional items) {(£m}
Conlinuing operations 19 1.1 3.6 4.0 6.4
Discontinued operations 3.1 (3.5 2.0} (1.2 0.0
Total 5.0 {2.4) 1.6 2.8 6.4
Pre-tax profits/{losses) (Em) 6.9 {11.9) 0.c (9.8) 2.8
Earnings/(loss) per share (FRS 14 baslc)
(pence) g7.9 (239.0} (25.2) (23.6) 74
Earnings/{loss) per share {adjusted basis)
(pence) 8.0 (11.9) - 88 16.0
Dividends per share (pence) 11.5 - - - -
Net assets (Em) 36.9 24.9 24.7 17.86 19.9

The adoption of FAS 19 'Deferred Tax' has resulted n a restatement of 2001 but earlier periods have not been restated.




Motice of Maating

Notice is herehy given

That the Ninety-third Annual General Meeting of
Brunel Holdings plc will be held on 13th November 2002
at the offices of Herbert Smith, Exchange House,
Primrose Street, London EC2A 2HS at 12.00 noon

for the following purposes:

1.

To receive the report of the Directors and the audited
financial statements for the year ended 30th June
2002,

To re-elect Mr D. J. Loftus as a Director

To re-appoint PricewaterhouseCoopers as auditors and
to authorise the Direciors to fix their remuneration.

By Order of the Board

J. A G. King
Sacratary

Brune! House, 14 Avon Reach,
Chippenham, Wiltshire SN15 1EE

21st October 2002

Notes
1. Only holders of Ordinary Shares are entitiad to attend

{or be represented) and vote at this Meeting. A member
entitled to attend and vote is entitled 10 appoint a proxy
or proxias 1o attend and, on a poll, vote instead of him.
A proxy need not be a member.

. To be valid, a form appointing a proxy must be

lociged at the offices of the Company's Registrars
{Computershare Investor Services PLC, PO Box 1075,
The Pavilions, Bridgwater Road, Bristol BS99 3FA)
not later than 48 hours before the time appointed for
holding the Meeting.

. The following will be available for inspection at the

registered office ¢f the Company during business
hours on any weekday (Saturday and Public Holidays
excluded) from e date of 1his notice to the date of
the Annual General Meeting and at the Annual General
Meeting from 12.00 noon. untit the conclusion of the
meeting:

(a} The Register of Directors’ Shareholdings.

(b) A copy of the Directors' service contracts with the
Cormnpary or any of its subsidiaries other than those
axpiring or determinable by the employing company
without compensation within one year,




