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1988 RESULTS AT A GLANCE

TURNOVER

OPERATING PROFIT

PROFIT BEFORE TAXATION

EARNINGS PER SHARE

ORDINARY DIVIDEND FER SHARE

SHAREHOLDERS' FUNDS

NUMBER OF EMPLOYEES

£47 MILLION

£3.1 MILLION

£3.7 MILLION

27p

O NET

£5.3 MILLION

2,795
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Annual General Meeting

Proposed payment date of

final dividend for 1988

for shareholders on the register

at elose of business on 23 March 1089

Announcement of Interim Resulis

Payment of interim dividend for 1989
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7 April

20 April

September

October

CALENDAR OF EVENTS 1089
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The key development in 1988 and a landmark in “urco's history was the listing of CHAIRMAN'S STATEMENT f',Hvl ‘

the shares of Serco Group on The Stock Exchange in May. Iam therefore “r i

padicularly pleasad to welcome $0 many new sharoholders to our Company and to wﬂﬁ’* ‘

be able to report to them another yeir of excellent progress, hath in the il

development of the Group's trading aclivities and in its financial results. 3’:’2‘;*

e

1y ta‘«

Against the comparable pro-forma figures for 1987, Wnrnover increased by 19.9% to "‘ 1

£47 million and operating profit by 20.0% to £3.1 million. Profit before taxation
increased by 18.1% to £3.7 million (Profit before taxation is after taking into
account the oxceplional items, nrincipally consisting of the pension conlribution
holiday. 1688 is the final year in which no company pension fund contributions
wera required), Including exceptional items, basic earnings per share for 1088 were
27.0p {Excluding exceptional items, basic carnings per share would have been
21.5p).

The Group's balance sheel was considerably strenglhoned during the year, with
shareholders’ funds increasing Ly £4.6 million to £5.3 million. OF this increase,
£1.3 million arose from the share placing associated with The Stock Exchange
listing, £1.7 million frem the revaluation of the freehold property at Sunbury and
£1.6 million represents the retained profit for the year.
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As indicated at the time of the share listing, the Directors are recommentling a
dividend in respect of the year to 31 Decomber 1088 of 5.00p net per share.
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The vear has seen a high level of activity in each of our main businesses, as detailed
in the following Review of 1988, coupled with some very encouraging
developments in terms of new cuslomers and new markels. [ am particulerly
pleased thal marketing initiatives Jaunched in the last two years in the fields of
education and training. and industrizl facilities munagement are producing
worthwhile results with significant new contracts being awarded to the Group
during the vear. e are confident that there is considerable growth potential in
thuse areas, and [ believe the ground is well kaid for Serco (o achieve further growth
in these new narkets os 2r the vears ahead.
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"k.“isﬁé‘jﬁi‘“ Rt Ou inoie traditional businesses, with the Ministry of Defenco, the European Spaco
p ; Ageney, UK Government departments and UK local authorities, continue to praduce

new and exciting opportunities for our Group,
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The increase in the Group’s business over the year was reflected in an increase in
staif from 2,385 lo 2,795, an increase of 17%.  All staff members throughout the
Group continued to respond enthusiastically to the challenges placed upon them in
the mafnlonance of the high fevels of sorvice and officioncy demanded by aur
customers. The facl that our customers at all levels have commended the Group for
its high service standards is a direct reflection of the commitment of our slaff to
providing an excellent and cost-effective service. | would like lo express my
appreciation of the hard work and commitment demonstraled by our staff again in
1988. 1 believe it is significant that a substantial number of the Group's employees
took the opporfunity to become sharcholders al the time of the share listing, More
are saving through a share-savo scheme, lannched at the same time, which will
enable them to become sharehelders in due course. Employee involvement in the
ownership of the Company is at a high level and it swill be our intention to
encourage this further whenever passible.

The current year has starled with a substantially increased volume of contracted
income in hand and with good prospects of seeuring additional contracts from

established and new customers across the whole range of Serco's services. 1 am
confident that the Group will continue to develop well in 1989,

G G GRAY

Executive Chairman
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All categories of Serco Group's business gerformed well in 1988, continuing

the record of sirongly increasing turnover
last five years,

and profit which extends over the
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Operating Profit - 5 Year Performance

REVIEW OF 1088




lu Facilities Management, Serco has recanded the Zath anniversary of its support to
the Bullistic Missile Eutly Warning Station at RAF Fylingdales, The COmpany's
invalveneand with Fylingdales stretches back to 1961 with the installation of the
system. - The 23th anuiversaey of the company’s failities management contract for
the site aconrred in Tanuary 1989 and it s particularly pleasing to note that our
voniact with the Royal Air Uorce has been ontendued for @ fuether 18 months until
July 1990,

Within this sector there were nther significant achievements, including the stast of
the largest contru t ever awarded W the group. This is for the ficifities management
of the Prouf and Experimental Establishment firing ranges al Shochuryness and
Lavington for the Mipistey of Defence This contract is for a period of § yoars.

Two other significant facilities management aswards in this seclor took Serco into
new areas of business, The Company was awarded a contract by the United Siales
Navy in the United Kingdom to manage  small facility on their behall - onr first
contract from the US Armed Forces for 15 vears, We also commenced our first
facilities management contract in the private sector with a contracl award from
Bratish Avrospace,

Croven Copyright

REVIEW OF 1988 (cont.)




Operations uml baintenance aclivities saw some significant advances. In
particufer th. award of the contract by the Department of Transport for the
meintenaite i} twiurway tralfic signalling and communications equipment in (he
North West Kegion increases our involvement to the extent that equipment on the
whtole western molorway network of England from Carlisle to Exeler is mainlained
by Serco. Other advances in tralfic signalling maintenance were achievad in
Warwickshire and in London,

The award of a contract io maintain Ground Targets at British Avmy ranges is
evidence of our stzong position in  the Ministry of Defonce ranges markot, Our
work for the Royal Navy increased with th award of a contract to maintain torpedo
fest equipment throughout the UK.

REVIEW OF 1988 (cont.)
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EW OF 1988 (cont,)
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Project Management Support §aw significant advaucas in the field of Education
and Training with the award of several World Bank funded contracts by the
{idonesian Government, To expand our rosour: 2 in this field we opencd a
marketing office in the USA which will enable us to offer our ¢nsiomers the benufiis
of US educatinnal rosources.

Other develapments in Project Management include aur fiest cantract with a latge
2lement of building works, a3 well as 3 contract o provide-support o Plarmigan,
the major batilefield communications equipmene projed!.

Thus in 1688 the Company achieved exeollonl progress both in new and
ustablished markets.
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Project REVIEW OF 1988 (cont.)

Management 2%

Systems
Engineering s
Facilities

25%
__| Management
e 44%
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1987 - £39.3 million
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Analysis of Business by Turnover
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In a year of substantial growth, it is pleasing to nole that bath defence and non-
defence businesses have grown strongly, so thal Ministry of Defence business still
represents about the sama proportion of the total as before - 62% in 1988 compared
to 60% in 1947,
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Chairman

Directors

Secretary

Registered Office

Audifors

Principal Bankers

Merchant Bankers
Stockbrokers
Solicitors

Registracs

11

»

GG Gray

D E Porking
R D White
I'M Williams
R H B Jones
P FH Towle

A L Robson

Lincoln Way
Sunbury-on-Thames
Middlesex

TW16 7H\Y

Touche Ross & Co.
Chartered Accounlaimnts

Barclays Bank PLC
54 Lombard Street
London EC3V 9EX

Lazard Brothers & Co., Limited
Cazenove & Co,
Turner Kenneth Brown

Lloyds Bank Pl
Goring-by-Sea
Warthing

West Sussex
BN12 6DA

* Non-executive
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DIRECTORS' REPORT TO BE PRESENTED TO THE SECOND ANNUAL
GENERAL MEETING OF SHAREHOLDERS.

The Direclors present herewith their Anaual Repor! and Accounts far the year
ended. 31 December 1988,

ACTIVITIES

Tho activities of Serco Group ple are those of a holding company, Thraugh its
subsidiary companies # provides a wide range of services including facilities
Management, operations snd maintenance, project mandgement and hardware and
software systers destgn,

REVIEW OF DEVELOPMENTS

Following the complete reorganisation of the enpital shructure of the Company and
the placing af further ordinary shaces, s set ot in Note 19 Lo the Accounts, a full
listing on the London Stack Exchaage was granted and dealing in the Company's
ordinary shares commenced on 12 May 1944,

RESULTS
The consolidated profit and loss account of Serca Growp ple and its subsidiaries for
the year ended 31 December 1988 is sot out on paga 16,

Serco Ciovp ple was incorporated on 21 August 1886 and all comparisons with
the prior period are initially made fn respect of the perlod from that date untjf
31 Decomber 1987, However that period of approximately 16 months only

- incorporates the operating profit generated by Sorco Limited and its subsidiarfes

during the 11 Months from acquisition of Serca Limited by Serco Group ple on
29 January 1987 to 31 December 1987.

Ju arder that & more informative comparison betwoen 1988 and 1967 may be made,
under the heading "Pro-forma 1987" is shown restated results incorporating the
rosults of Serco Limited and its subsidiaries as if that company had been acquired
on 1 Januasy 1987 and is after eliminating transactions of Serco Group ple prior to
1 January 1987,

The Directors are confident that 1989 will be anolher suceessful year. Delails of
the Group s activities are given on pages 5 to 10, and theso aclivities will continug
in 1989,

DIVIDENDS
The Directors recommend that a first and final dividend in respect of the year
onding 31 December 1988 of 5,0p not pr Ordinary Share be paid on 20 Apri] 1989,

FUTURE ISSUES OF SHARES

Shateholders are invited to renow the Direclars’ general anthority to atlot shares in
certain circumstances as sel oul in the Notice of the Annual Gonera) Mesting. The
Directors consider that in order to retain some Rextbility the renewat of thesn
authorities is tn the bost interest of the Company,

12
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FIXED ASSETS DIRECTORS' REPORT
‘Tha Company has no tangible fixed assels. Tangile fixed assets of the Company's {conl.)
subsidiaries are detailed in note 11 lo tha Accounts.

Frechold land and building was professionally valued in Decomber of 1967 and
1988 with the incrense in satue being reflected in the Accounts. 1t s the intention

oF the Dircctors to continue this practice in the futre.

SUBSTANTIAL INTERESTS

Other than shown below, the Gorapany las nat hacn notified of any person, other
than the Directors, who is interested in § per cent of moro of the issued share
capital of the Company:

Granville & Co. Limited are intorested, cither directly oF theough funds which it
yanagas, in 7.3% of the issued share capital.

EMPLOYEE INVOLVEMENT

The Directors recognise the necd to involve employees directly in the success of the
business and have introduced share option and share-save schames for employees.
jnvitalions to apply for options were issued and granted in 1988 (sue note 19).

l
I

Managers are tasked with developing omployees’ awareness of factors affecting the
husiness and matiers concorning them as employees and noling employees’ vIEWs
« thal they can be taken into account when making decisions which may affecl
them or the business. Regular meetings are held with employen representatives
where trade upions or stall associations are recognised or where works coungils arc
constituled.

EMPLOYMENT OF DISABLED PERSONS

full and fair consideration is given 1 applications far employment made by
disabled persons having regard to theit aptitude and abiily. Appropriat training is
arranged, including refraining of ernployees wha have become disabled.

CHARITABLE AND POLITICAL CONTRIBUTIONS

During the period the Group has made contributions amounting (0 £4,000 to Lited
Kingdom charitable prganisa .ons. No contributions were made for political
purposes.
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DIRECTORS
Tha follawing Directars served during the period:

G GGray R5c Ph.D CEng M.IMech.E
R HB Jonce M.A FCIS FBIM

D E Perkins

P F H Towle

R D White B.Sc{Hons)

IM Williawms B A

M ] O Proudlock B.A[Econ) FCA

Resigned 27 April 1988

Particulars of Directors' holdings of shares in Serco Groug ple are disclosed in note
3 to the Accounts together with biogeaphies of the non-oxecutive Directors.

CLOSE COMPANY STATTJS

So far as the Directors are aware, the Company is not a Close Company for {axation

purposes.

AUDITORS

Touche Ross & Co. have expressed their willingness io continue in offir» as audilors
and 2 resolution to re-appoint them will be proposed at the forthcoming Annual

General Meeting,

By arder of the Board,

M. A

ALAN LROBSON FCA TCT EINSTD
Sccretary

Lineoin Way
Sunbury-on-Thames
Middlesex

TWig 7HW
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We have audited the accounts and notes on pages 16 to 35 in accordance wilh AUDITORS' REPORT
approved Audiling Standards.

In bur opinion the accounts and notes give & teuo and fair view of the state of alfairs
of the Company and the Group at 31 December 1988 and of the profil and source

and application of funds of the Group for the year then anded and comply with the
Companies Aot 1985,

T Lo o
'754,@&(3 /é' ﬁﬁé

Touche Ross & Co.
Chartered Accountants
London

27 February 1989
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CONSOLIDATED PROTIT AND LOSS ACCOUNT CONSOLIDATED PROFIT
for the vear ended 31 Decentber 1984 AND LOSS ACCOUNT
See Note 1 Proforma
Note 1988 1487 1687
£oon £000 E'000
Turnovor 2 47,093 36,463 39,278
Cost of sales 39,787 30,227 32,805
Gross profil 7,306 6,236 6,473
Administrative expenses 4,169 B 3,850
Operating profit 3,138 2,452 2,615
Income from shares in
associated company 13 - -
Interest receivable 4 138 268 268
Inlarest payable 5 (285) (507) (507)
Profit on ordinary activities
befora exceptional ilems 3004 2213 2,376
Exceptional itoms 6 701 761 761
Profit on ordinary activitics
before taxation 7 3,703 2,974 3137
Tax on profit on ordinary
aelivities 3 1,540 1,249 1,317
Profit for the financial year 2,165 1,728 1,620
Dividends paid and payable 9 599 444 444
Profit retained 23 1,566 1,28 1,376
Earnings per ordinary share
of 2p cach: 10
Basic earnings per share 27.0p 34.6p
Fully diluted camings per share 25.1p 32.8p 20.6p
16
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CONSOLINATED BALANGE SHEET
at 31 Decembar 1988

FIXED ASSETS

Tangible assels
Investment in associated company

CURRENT ASSETS
Stocks

Debtors

Deferred taxation

Cash at bank and in hand

}i\ggil CREDITORS: AMOUNTS FALLING DUE
{8 WITHIN ONE YEAR

ﬁ'\a%‘,; Bank overdrafls - secured

o Trade creditors

Other creditors including taxation
and social security

Proposed dividend

Aceruals and deferred income

NET CURRENT ASSETS
TOTAL ASSETS LESS CURRENT LIABILITIES

CREDITORS: AMOUNTS FALLING DUE
AFTER MORE THAN ONE YEAR

PROVISIONS FOR LIABILITIES AND CHARGES

CAPITAL AND RESERVES
Called up share capitel
Share premium account
Revalualion reserve

Capita] redemplion reserve
Goodwill written off

Profit and Joss account

Signed on behalf of hd Bo 7 ary 1089,
G G GRAY
D E PERKINS Aﬁ

17

P
i hr |
porirrl a0y

o o

e i

sty ol g

Note 1988
£'000
i1 5,838
12 13
5,831
13 2,390
14 10,654
18 4
1,546
14,731
2,262
1,385
15 5,392
9 423
3,600
13,128
1,603
7454
16 28
17 2,172
5,254
19 169
20 3,052
21 2,352
193 143
22 (6,309 }
23 2,847
254
Chairman

1987

£'000
3,880
3,880

nm——

2,700
7,069

73
2,568

[

12400

E————

Direclor, Finance
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BALANCE SHEET
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ESERVES
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AMOUNTS FALLING DUE

WITHIN ONE YEAR

:
url
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Proposad dividend
CREDITORS: AMOUNTS FALLING DUL

ATFTER MORE THAN ONE YEAR

Amoints owed to subsidiary companies

Other creditors including taxation

and social ser

BALANCE SHEET

at 31 Decomber 1988
Investments

CURRENT ASSETS

Dablars

Diaferred taxation

Dividend receivable

Cash at bank and in hand
CREDITORS

Accruals and deferrerd income
NET CURRENT LIABILITIES
TOTAL ASSETS LESS CURRENT
LIABILITIES

CAPITAL AND |

Called up share capital

Share premium account

Capital redemption reservo
Profit and loss account

Signett on bebalf ol the Roa

D E PERKINS
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CONSOLIDATED STATEMENT OF SOURCE

for the year ended 31 December 1988

SOURCE OF FUNDS

Profil on crdinazy activities
before taxation

Adjustment for items not involving
{he movement of tunds:

Dopreciation

Disposal of tangible fixed assets
Increase in provisions

profit retained by assoclaled company
"Total generated from operalions
Decroase in stocks

increase in creditors

Bank loan

lssue of shares for cash

APPLICATION OF FUNDS
purchases of tangible fixed assls
Purchase of gondwill

Tax paid

Dividend paid

Tncrease in stocks

Increase in debtors

Expenditure applied o pravision
Proliminary and share issue eXpenses
Repayment of bank losn
Redemptioit of shares

{ NECKEASENINCREASE IK NET LIQUID FUNDS

Net liquid funds comprise cash and bank balanges

1936
£006

3,705

piitk]
17
266

(13)

4,368
310
1,439

6,341

"

12,458

i

694

1,485
422

3,545
14
562
4,500
4,500

15,742

(3,284)

4

AND APPLICATION OT FUNDS

See Note 1

1987
£000

2,074

470

3.524
10,473
4,500
5,256

e

24,083

e —

3.679
6,309
1,308
108
2,700
7.059
a1

171

vm——rpmny

21,485

2,568
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NOTES TO THE ACCOUNTS NOTES TO THE ACCOUNTS
for the year ended 31 Decenber 1068

1. ACCOUNTING POLICIES
Accounting convention

Theso finaricial statements are preparod under the historical cost convenijon as
modified by the revaluation of freehold properties,

Basis of consolidation

The Group financial statemonts consolidate the financial statements of the
Company and of its subsidiarios made up 1o°31 December in cach year for the

periods they are awned by Serco Croup ple. Goodvwill arising o the acquisition of
subsidiaries is immediatoly written off to Tosorves,

1987 comparative numbers

Whilst the heading of "1987" for camparative numbets is for the period from
21 August 1886, the date of incorporation, ta 31 December 1087, the oporating
profil contained therein was generated by Serco Limited and its subsidiaries

during the period from 20 January 1387, the date of atquisition of Serco Limited,
to 31 December 1987. ‘

The heading "Pro-forma 1987" shaws a restatement of the “1987" figures whereby
the restults of Serco Limited and its subsidiaries are included as if Serco Limited
had been acquired on 1 Jantiaty 1987 and the nominal transactions of Serco Group

ple prior to 1 fanuary 1987 are excluded. Natas 2 to 10 do nat show any "Pro-forma
1887" comparatives,

Depreciation

No depreciation is charged in the accounts in respect of the Group's freehold land
and buildings as in the opinion of the Directors the buildings are maintained 10
stich a standard that the estimated residval value s greater than their cost. 1l is the
intention of the Directors to have the Group's frechold land and buildings

professionally valued in Docember of each Year and to have the valuation reflecied
in the aceounts,

The dopreciation charged on other assets in he accounts is provided on a straighl-

line basis al rates which, in the opinion of the Direclors, will reduce the assets to
their residual value over the estimated useful fives,

The principal annual rales used are:-

Short leasehold improvements 10%
Machinery 15%
Motor vehicles 18%-50%
Fumniture 10%
Office machines 20%

Leased equipment Higher rate produced by

lease tarm or usefu! {jfo
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NOTES TO THE ACCOUNTS NOTES TQ THE ACCOUNTS
for the vear anded 31 Decembar 1988 {cont.)

1. ACCOUNTING POLICIES (Continued)

Stocks

Stocks are stated al (he lower of cost and not realisable value. Cost is Jefined as follows:
Sorvice spares:  purchase cost

Work in progress: cost ¢f materials and labour

Deferred taxation

Deferrod taxation is provided at the anticipated tax rater an timing differences
arising from the inclusion of items nf income and expenditure in laxation
compulations in periods different from ihose in which they are included in the
financial slatements to the exlent that it is probablo that a lability or asset will
crystallise in tha future.

Investmenls
Investmenis held as fixed asscts arc staled at cost.

Investment in associated company

In the conselidated accounts, shures in the assotiated company are accounted for
using the equity method of accounting. Thy consolidar. profit and loss account
includes the Group's share of the profits before taxation and the altributable
taxation of the associated company. In the consolidated balance sheel, the shares in
the associated company are shown as the Gronp's share of the nel assols of the
ussociated company,

Basis of franslation of fercign currencies
Transactions in foreign currencies are translated at the rales of exchange ruling on
the transaction date.

Amounts outstanding at the year end are wranslated at the rates of exchange ruling
on the balance sheet date.

Gains and losses arising an the conversion and translation of foreign currencies are
included in the Group results for the vear.

Turnover .
Turnover represents net sales of goods and ser “ces sold fo third parties excluding
value added tax.

Pension cosls

Retirement benofits to employees of group companies are funded bv contributions
from group companies and vinployees, Payments are made to trust funds which
are financially separate from the Group, These payments. which are made in
accordance with periodic calculations by cansulting actuaries. are charged against
the profits of the year in which they become payable,
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NOTES TO ThE ACCOUNTS NOTES TO THE ACCOI'NTS
tor the +ver Auced 31 Decemi- 3388 (cont)
3, INFORMATION REGAXDING DIKECTORS AND EMPLOYEES {continued)
See Note 1
19468 1987
Emplovoe costs £000 £000
Wages and salaries 27,377 20,902
Social security costs 2,014 1455
Other pension vosts 308 247
29,699 22,604
Sen Note 1
1965 1987

Average number of persons employed:
Provision of services 2,500 2,265

The number of sew.ur - ployess oxchnding Diveu-s whose cemumeration fell
within the followin ranges was

See Nole 1
1908 1987
NUMBER NUMBER
£30,001 lo £35.000 4 2
£35,001 to £40,000 i 1
£40,001 to £45,000 3 -
4, INTEREST RECEIVABLE
See Note 1
1988 1087
£1000 £'000
Shorl term deposils 138 260
5. INTEREST PAYABLE
See Note
1988 1987
E£'000 £000
Repayable within live years
Finance leases 17 15
Ovardrafts 78
Bank loan 190 464
Jﬁg 507
24




NOTES TO THE ACCOUNTS
for the year ended 31 Decembor 1988

6. EXCEPTIONAL ITEMS

3988
£000
Pension fund conteibutions charged to
operating departmonts
Isee nole [3) below) 825

Audit of interim resulis
{see nota i} below) {28)

Costs incuered in setting up the
share oplion schemes described in the
Placing Document issued in April 1988, {ag)

Retease of discontinned business reserve
ne longer required -

Re-organisation costs -

—

701

-1988,

7. PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION

:L . Profit on ordinary aclivities before taxation 1988
g is after charging/{crediting):- £o0p
Rentals under operating leases:

Hire of plant and machinary 640
} Rental of property 166
3 Depreciation on tangible fixed assots:

t Owned 202
: Leased 181
! Auditors’ rernuneration 54

25

See nota 1
1987
£'900

817

66
{122)

e

781

===

{i) The Group's consulting sctuary advised that there svas no necessity to make
employer pension contributions (o the UK pension scheme during the 1987 and
] 1988 calendar years, The Directors considered it appropriste to charge noiional
pension contributions to the operaling departments and these are included in cost
of sales and administration expanses with an offsatting credil to exceptional items.

(it} These costs relate to additional audit fees incurred arising from the requirement
ta have interim accounts as al 30 June 1988 audited as parf of tho conditions
stipulated for the granting of a full listing on the London Stock Exchange in May

See Note 1
1737
£00D

1,167
a0

274
2n
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NOTES TO THE ACCOUNTS
{cont.)

{3y

JE 3{-:.!1’

e
e

e

ISty
s

el



‘A3

"

e

e

R

o e e

P T T

=" XS0
I3

NOTES TO THE ACCOUNTS
for tha year ended 31 December 1988

8. TAX ON PROFIT ON ORDINARY ACTIVITIES

The taxation chargo on the rosults of the
period is made up as follows:-

United Kingdom corporation tax at 35%
Less: Double lax reliof

Overseas taxation

Deferred laxation

Adjustment in respect of prior year

9. DIVIDENDS PAID AND PAYABLE

10.65% on £2,000,000 First Cumnlative
Redeemable Preference Shares

issued 11 February 1987

redesmed 13 May 1988 - Paid 13 May 1988

11% on £2,500,000 Secund

Curilative Redeemable Proference

Shares issued 29 January 1987

redeemed 13 May 1988 - Paid 13 May 1988

5p per shate on 8,455.000
Ordinary Shares of 2p each

fully paid -

proposed payment in April 1989

10, EARNINGS PER ORDINARY SHARE

1988
£108
1,424
{223)
a7
73
(6)

1,540

1948
£000

77

99

423
599

NOTES TO THE ACCOUNTS
(cont,)

See Note 1
1947
£000

1,303
(203)
222

(73)

——

1,249

r—
===

Soe Note t
1987
L1000

189

255

t

444

The caleulation of basic earnings per ordinary share is based on profits of
£1,989,000 for the year ended 31 December 1088 (£1,281,000 for the paciod from
21 Augus! 1986 to 31 Decomber 1087) and the weighted average numior of ordf iy

shares of 2p each in issue during the periad,

The calculation of fully diluted carnings per ordinary share is b

ased on adjusted

profits for the period and the weightad avurage nember of ordiuary shares of 2
each assuming that the warrani and the options were excercisod.
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NOTES TO THE ACCOUNTS

AR
PRIV

for the year ended 31 Decomber 1988

11. TANGIBLE FIXED ASSETS

Machi ncry,'

GROUP Freehold Short euipment,
land and leasehold and motor
buildings  buildings vehicles Total
£000 £'000 £000 £000
Cost ar valuation:
Al 1 January 1988
Brought forward 3,280 48 1,830 5,128
Additions 76 50 568 694
Disposals - - (100) (100}
Ravaluation adjustment 1,674 - - 1,674
At 31 December 1988 5,000 9 - 2,208 7,396
Depreciation;
At January 1988
Brought foward - 16 1232 1248
Frovided during the
period - 42 351 303
Disposals - - (83) {83)
At 31 December 1988 ~ 58 1,500 1,558
Net book values:
Al 31 December 1988 5,000 40 798 5,838
At 31 December 1987 3,250 32 598 3,880

——ne

P ——] T

Serco Group plc has no tangibie fixed assots. Tangible fixed assets of the

Company's subsidiavies are detailed above. The frechold property was valued by
Adlers, a firm of Surveyors, in December 1988. Their epen market valuation foc
pxisting use al that dato was £5,000,000 as compared with the nel cost lo the Group
of £2,648.000, A potential tax liability of £734,000 will hecome due if the property
is sold at the above value, The valuation has been incorporated in the balance sheel
and the surplus over net book amount of £1,674,000 has been credited to
revaluatisn rosecve,

rhe net amount of assets held by the Group under finance leases al
31 December 1988 was £122,000 (1987 - £312,000). The depreciation provided for
those assets for the year ended on that date was £190,000 (1987 - £201,000).
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NOTES TO THE ACCOUNTS
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NOTES T0O THE ACCOUNTS NOTES TO THE ACCOUNTS
for the year ended 31 Docember 1088 (cont.)

12, INVESTMENTS HELD AS FIXED ASSETS

COMPANY
L'000

{a) Shares in subsidiary company

Swven Limited at cost 15,485

———

(b} At 31 Decembar 1988 Serce Group plc held all of the issued sharo
capital of Serco Limited:-

Country of  Operates
Tssued Shares registration  principally in

Serco Limited 83,310 ordinary England United Kingdom
shares of £1 each
and 12,240
Redeomable
Preference Shares
of £1 cach.

{¢} At 31 December 1985, Seree Limited held all of the issued share
capitat of the following principal subsidiaries, namely:-

Seico Systems Limited 100,000 prdinary  England United Kingdom
shares of £1 each
Serco Services Limited 5,000 grdinary England Europe
shares of £1 each
Serco Servizi SrL 25 ordinary haly ltaly
shares of
1 million Lira cach
Serco Education Limited 2 ordinary
{formerly Phasasource sharesof £ pach  England VISA/Far East
Limited)

d) At 31 December 1988, Serco Limited held 50% of the issucd share capitad of an
associated company, namely F R Serco Limited, a company registered in England
with an issued share capital of £2. The Group's share of this Company's retained
profits at 31 Decentbor 1968 is £13,000.

n] All the subsidiaries of Serce Group plc and the associated company are engaged
in the provision of services.
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NOTES TO THE ACCOUNTS NOTES TO THE ACCOUNTS
for the year ended 31 December 1938 {cont.}

13. STOCKS

GROUP  GROUP

o, S IR s

!
. 1908 1987
£oo0 E£'ont
Sorvice spares 294 145 {
Work in progress 2,096 2,555 ‘
2,390 2,700

14. DEBTORS
GROUP GROUP  COMPANY COMPANY

1988 1987 1988 1987
£000 £'000 £1000 £000
Trade deblors 7,245 4,604 -
thet dobtors 3,157 2,138 4 3
Prepayments and
accrued income 252 225 - -
10,654 7.059 4 3

|

—rpc—— | mare——
e —— R

15. QTHER CREDITORS INCLUDING TAXATION AND SOCIAL SECURITY
GROUP GROUP  COMPANY COMPANY

1988 1987 1008 1967
£000 £000 £1000 £000
Corporation ax 2421 2370 - -
Advance corporation
tax op proposed dividend 141 - 141 -
Other taxes including
social security 1,771 1,806 - -
Finance loases 08 218 - -
Other creditors 061 - - -

5,392 4,394 - -

Less: Corporation lax
due after more than
one year

.
|
.
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NOTES TO THE ACCOUNTS NOTES TO THE ACCOUNTS
For the vear ended 31 December 1988 (cont.)
16. CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR
GROUP GROUP COMPANY  COMPANY )
1088 1987 1088 1987 i
£000 £00 £000 E£000 ,
Bank loan - 4,500 - 4,500 4
Corporation tax - 885 - -
Finance leasos 28 106 - _
28 5,791 - 4,500

== f———q

The bank loan was repaid during the year,

17. PROVISIONS FOR LIABILITIES AND CHARGES

= ; T
B e e e o e i b iy

GROLP BALANCE  CHARGED/ APPLIED BALANCE
1 JANUARY  (CREDITED) 31 DECEMBER if
1988 10 PROFIT 1988 i
AND LOSS it
ACCOUNT iy
£000 £000 £000 £000 ji
Contract tormination 1,816 phi| {14) 2,083
Warranty 34 55 - 89
Scif insurance 70 {70} - -
1,920 266 (14) 2,172

P e
_ == = .

The Directors have reviewed the Group's insutance cover at 31 December 1988 and
have decided that the self insurance provision is no fenger required. Accordingly
the provision has been written back to the Profit antl Loss Account.

18. DEFERRED TAXATION
The amounts of delerred taxation provided in the accounts are:

GROUP COMPANY

>

i
e v i
v =
il
Tt
e ik

it e
ke

=
:i-i*“
g

. i

‘% it 1988 1987 1988 1987
ittt £000  £000  £000  £000
§§ i " Capita] allowance in excess of

i i depreciation 116 75 - -
Rl Other timing differences (116)  (148) = (74)
2l Advance Corporation lax recoverable

ot altee more than one year (141) . “ -
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NOTES TO THE ACCOUNTS
for the yoar ended 31 December 1688

18. DEFERRED TAXATION {continued)

Potential amounts of deferred taxation for which no provision has been made:-
COMPANY

Surplus on révaluation
Other timing differences

19, CALLZD UP SHARE CAPITAL

Authorised at 31 December 1987:-
2,000,000 First Comulalive Redeemable
Preference Sharos of £1 each
2,500,000 Second Cumulative Redeemable
Preferente Shares of £1 aach
5,000,000 Peefersed Ordinary Shares of 4p sach
4,185,800 Ordinaty Shares of Zp each

585,000 "A' Ordinary Shares of 2p each

1088
£000

{1

1087
£1008

{

il

£900

2.000

2,500
200
ik
12

——

4,775

During the year the authorised share capital was re-organised into £500,000 divided

into 25,000,000 Ordinary Shares of 2p eactt.
Allotted and fully paid:-

2,000,000 First Cumulative Redeemable
Preference Shares of £1 each

2,510,000 Second Cumulative Redeemable
Preferonce Shares of £1 each

5,000,000 Preferrad Ordinary Shares of 4p each
8,455,000 (31 December 1987 - 2,565,080)
Ordinary Shares of 2p each

a1

1968
£000

an

169

o
izl
(2=

1987
£000

2,000

2,500
200

51

o r—

4,791

P
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NOTES TG THE ACCOUNTS
for the year endesd 31 December 1988

19, CALLED UP SHARE CAPITAL {Continued)

()

{b}

{e}

{0

Preferred Ordinary Shares of 4p vach

5,000,000 shares which were issuod for cash on 29 January 1987 were
corwverted inlo 2,835,000 'A' Ordinacy Shares of 2p cach and 7,165,000
Delerred Shavas of 2p each on 21 April 1088, On the same day the A’
Ovdinary Shares of 2p each were converied into Ordinary Shares of 2y sach
and an 13 May 1988 the Defered Shares were redeemed by the Company for
an aggrogiie considoralion of £3. This redemption was fented by
distributable profits and gave vise (o a Capital Redemptian Reserve of
£143,000.

On 25 Aprif 1988, o warrant 1o subscsibe for 312,874 'A'Ordinary Shares of 2p
each at a price of 11p was exercised. Gu the same day the ‘A’ Ordinary Shares
of 2p eaclt ware converted itito Ordinary Shares of 2p each,

Or 12 May 1868, the Company issued a fusther 2,742,126 Ordinary Shares of
2p each al 230p per share. On the samo day the whale of the Company's share
capitel was admitied to the Official List of the Stock Exchange, Tha shares
were issued to enable the Company to ropay the the preference shares and i
provide additional capital for the development of the Group,

10.65% First Gumulative Redegmable Preforence Shares of £1 each.

2,000,000 shares which were issued for cash at par ot 11 Feliruary 1987 wase
redeomed at par together with accrued dividends o 13 May 1988,

11% Second Cuntlative Redleemable Proference Shares of £1 each,

2,500,000 shares which were issued for cash af par on 29 January 1987 were
redeamed al par together with accrued dividends on 13 May 1988,

Options in respect of Qedinary Shaves of 2p each.

It January 1984, etnployees of the Group wete invited to apply for aptions in
tespect of Ordinary Shares of 2p each in the Company. 534,600 oplions wero
granted on 18 Febrpary 1988, 16,000 were granted on 1 March 1988 and o
forther 25,000 options were granted on 12 May 1888, 'The options wilt be
axercisable in three to ten years time. The options granted on 12 May 1968
will be exerisable at a price of £2.30 each. ‘The other options will be
oxercisable at a price of 10p each.

Share-save Scheme

The Company oporates & share-save scheme whereby eligible employoes are
graniod options to apply for sharos as parf of a save-as-you-earn contract, The
Baard of Direslors granted options in respect of 357,700 shares nnder this
schome on 12 May 1968, The options will be exercisable in (ive years’ time ot
a price of £2.07 ench provided that the conditions of the schome nre met,
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NOTES TO THE ACCOUNTS
{cont.)




—

i

A e e

o,

o,

SR

ey
il

o e

= ey

T T e

S e s

e

S

! NQTES TO THE ACCOUNTS NOTES TO THE ACCOUNTS
: for the vear ended 31 December 1988 fcant.)
f 20. SHARE PREMIUM AGUCUNT
E, L1000
t Balance at 1 January 1958 334
170
! Premitm arising on issue of A" Ordinary
Shates of 2p each on 21 April 1988 8
Premium arising on issue of Ordinary
Shares of 2p each on 12 May 1988 6,252
6,614
Share issue axpenses {562}
Balance at 31 Docember 1088 tﬁ)_{i
21. REVALUATION RESERVE
£000
Belance at 1 January 1988 678
Revaluation of freaiold lang
and huildings in Docembes 1988 1,674
Balance at 31 December 1988 2,352

22. GOODWILL WRITTEN OFF
The goodwill of £6,309,000 arising on the acquisition of Serce Limited has been
written off divectly fo reserves,

23. PROTIT AND LOSS ACCOUNT

GROUP

£00n
Balance of 1 January 1988 1,281
Profif retained ttansforred {6 roserves 1 556
Balance at 31 Decomber 1088 2,3;;
COMPANY

As permitted by Section 226(7) of the Companivs Act 1995, the profit and loss
account of the parent company is pot presentad 6s part of these accounts, The
consolidated profit for the financial vear includes the parent campany prolif of
£372,000 which itself includss the dividend of £750,800 received from Serco
Limifed.

Preference dividends have bean paid of £176,000 and ordinary dividends ar
proposed of £423,000 leaving 2 Joss of £222,000 whirh bas boen deducted from
reserves brought forward of £348,000,




NOTES T0 THE ACCOUNTS NOTES TO THE ACCOUNTS
for the year ended 31 December 1988 {cont))

24, CAPITAL AND OTHER COMMITMENTS
GROUP GROUP COMPANY COMPANY

1988 1987 1988 1987

£000 £1000 £000 £000
Capital expenditure contracled 214 22 - -
buti not provided = == = ==
Capital expenditure authorised - 23 - -
but not contracted == == = ==

During the vear ending 31 December 1989 the Group is to make the following
payments ir: respect of nperating leases:

Lindt and
buildiisgs Other
£'000 £000
Leases which expire:
Within one year 1 187
ii« Between 1 and 5 years 107 552
'j Afer 5 years 03 -
i 201 739
»‘i == ——]
-‘5 At 31 Decetber 1988 the Group was committed
*lﬁ to the following obligations in respect of
;i! finance leases: ‘,
";; £000
.f ’ Minimum lease payments payable:
“‘. Within one year 105
‘,}; Between 1 and 5 years 3
i
i{ After 5 years -
s -
lé 136
¥ Finance charges allacated -
‘; to fulure periods 10
i 126
:.i ——
2
3
!
'f: 44
5
i

]
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NOTES TO THE ACCOUNTS
for the year ended 31 Decembar 1988

25. CONTINGENT LIABILITIES

A claim has been made by a sub-contractor against a subsidiaty company in
connection with a contract carried on in the normal course of busingss, s <he
opinion of the Directors the claim is wilhout substance and will bo strongly
contestad. Accordingly no pravision for (he amount ciaimed Las Leon made in the
actounts.,

The Company’s subsidiaries have given indemnities (o banks totalling £1,272,000
in respect of pesformance bonds and other guarantoes during the noimal course of
business. The Group's overdrafts are secured by a cross guarantee znd debenture
over all (he assels of the Company's subsidiaries.
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NOTES TO THE ACCOUNTS
(conl.)
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Notica is hereby given that tho Second Annual General Mesting of Serco Group ple
will be held at The Brewery, Chiswell Steeet, London EC1Y 48D ai 10.45 am on
Friday 7 April 1989 for the lollowing purposes:

1.

To receive and adopt the Accounts for the year ended 31 December 1988
together with the reports of the directors and aditars thereon,

To declare a firsl and final dividend.

To re-appoint Touche Ross & Co. as the auditors of the Company and to
authorise the Directors to fix their remuneration,

As special business, to consider tha followmng resolutions. of which numbor 4
will be proposed as an ordinary resolutizn and number § as a special
resolution:-

That the Dircctors be and they are generally and unconditionally authorised in
accordance with Section 60 of the Companies Act 1965 (o exercise all powers
of the Company to allot, grant cplions over, offer or otherwise deal with or
dispose of relevant securilies {as defined in Section 80(2) of the said Act) of
the Compan; provided that this authority shall:-

(a) be in substitution te any authority in accordance with the said Section
80 which may has« Luen given fo the Direclors before the date hereof:

(h) be limited fo the allotment of such ralevant securities up to an aggregate
nominal value of £56,366; and

{¢) unless previously revoked or vatied, expire on the date of the next
Annual General Meeting of the Company following the passing of this
Resolution, but so that the Company may at av., time before the authority
shall expira make an offer or agreement which would or might require
rolevant securities to be allotted after such expiry and the Directors may
allot relevant securities in pursuance of such an offer or agreement as if
{he authority conferred herely had nat expired.
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NOTICE OF MEETING
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5. That the Directors bo and they are bereby anthorised in accordance with NOTICE OF MEETING
Section 95 of the Companies Act 1985 and pursuant to the anthority conferred (conl.)
by Resolution 4 above lo allol equily serusilies {as defined in Sectiva 94(2) of
the said Act) of the Company a5 if Section 89(1) of the said Act did nol apply
to such allotment, provided that this anthority shatl be limited:-

(@) o the allotment {otherwise thun pursuant to sub-paragraph () below) of
equity speurities which are, or are to be, wholly paid 2 cash up 1o an
upgregale nominal value of £8,455; and

b} to the allotment of equity scourities in conncetion with a rights issuc in
favour of sharcholders where the oquity securities respectively
atlributable to the interests of the shareholders are proportionate (as
noarly as may be} to the respective numbers of equity securitios held hy
them but subject to such exclusions ar other arrangements as the
Directors may deem uecessary or expediont to deal with fractional
entitlements or tegal or practical problemss under the laws of, o
requirements of auy recognised body in, any territory;

and unlgss previonsly revoked or varied, shall expire on the Jate of the nax!
Annual General Meeting of the Company following the passing of this
Resolution but so thal the Company may at any time before the authority shall
expire make an offer or agreement waich would or might require equity
secur/ties to be allotlod aftor such expiry and the Directors may allot equity
securitics in pursnance of such an offor or agreement as if the authority
conferred hereby had not expired.

By order of the Board
ALAN L ROBSON
Secretary

27 February 1089
Linceln Way
Sunbury-on-Thames
Middiesex

TW16 7HW

Ruies

Lo Awember etiled to altend ant vote at this mecting is entied 1o appoint o proxy or PIGNIVS [0
altond andt vate instead of him. A proxy ncod unt bt a member of the Compans. Proxy forms
musl be Indged af the registrars” office aat later than 48 hewes before e Wme fiset Tor the
mesting.

2. Ine Rogister of Directors’ interests in the Compamy and copies of all Ditetiors servico conraty

nze neailable for inspection ol the Gomprany’s registered office, Lintaln 1 Ay, Sunbuey-on-Thames,
widdieses, TWIB PHW during useal business hours oit any weekday {Sattrdays and pabl:
ofiddays excluded) frun the date of this notice 10 the dato of the Asmual Ceners) Moating and on
the day of the Arewal Genaral Meeling ol Jhe Brewary, Chiswell Strest, London, ECHY 450 Feom
20.30am vntil the conclusior of thal meeting.
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Serco Group ple
PROXY
ANNUAL GENERAL MEETING

1r\Ve, being (a) mambei(s) of Serco Group ple hereby appoint

o, failiag him the Chalrman of the meeting as my/our proxy to vole for mefus on myfour behalf, as indicated
below, at the Aunual Gazeral Meeting of the Campany to be held on Friday, 7 April 1989 and at any
adipurnment therend,

ORDINARY BUSINESS
Resalutions For Against

[
[
[J

1. Tareceive and adopt the Accounts
2. Tadeclaee a fivst and final dividend

3. Tore-appoint Messrs. Touche Ross and Co.
Chartered Accountants as Auditors

NN

SPECIAL BUSINESS
Ordinary Resolution

4. Togrant the Directors gencral power {5
allol relevant securities

L]
[

Special Resolution

5. To gram the Ditectors general power fo
allot equity securities I—_-I [:]

Signad this day of . 1980

Signature
Name and address

{in block [etters)

R o
-k-.-——————.--.-.-.w-.n.----—-——---u--.-.-n—-——-.-.-—-.--..._-.-n—.-—-n--——-.-.--..n..a-.--—-——-———-,—-—,__,ng—gﬁr;—

Noles
e I Please indicate with an X" in the apprepriala space how you wish your votes to be cast. Unless othawise instructed vout proxy
3 wilf vole or elstain as ho/she thinks fit,
N
‘;f‘,} 2. Tobevalid ihis prony must be depusited avhe registears” office not later than 48 houss bfore thi e fixed for e mesting,
fi' 3. Inthocase nl'a corporation, this praxy must be under [is common shal ot utader the hamk of an pfifcer or attoritey duly authorised.
3;’ 4 In the cas of jolnt holders the vato of the senfor, accerding to she erder of rmes on the Register of Membars, who tondets o vite
5;"1, wilf bo actepted to the exclbsion of the votes of the other joint holders,
B ‘-fs { § A peoxy sead sot he a momber of tha Conypany bul must attend the nteeting ki poeson lo raprosent AL
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BUSINESS REPLY SERVICE
Licence Nu, WG8E3

Lloyds Bank Plc
Registrars’ Depariment
Goring-by-Sea
Worthing

West Sussex

BN12 42Z

Seacond Fold

T

RS TR
FEEY P
g

First Fold




