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DEFINITIONS

Unless the context otherwise admits, the following definitions hold true in this document:

“the Company"’

“Eadie Bros.”

“the Group”
“Cloudknoll”

“SSwW’

“the Cloudknoll Group”
“the enlarged Group”
“Winterbottom’”
“Alloy”

“"Pentwyn”

HTMLH

“the Directors”

"wire division”
“machine accessory division”
“ordinary shares"
“new ordinary shares'’

“preference shares”

“the placing”’

Eadie Holdings plc

Eadle Bros, & Co. Limited

the Company and its subsidiaries

Cloudknoll Limited

The Stainless Steel Wire Co. Limited

Cloudknoll and SSW

the Group and the Cloudknoll Group

Winterbottom (Wiredrawers) Limited

Alloy Wire Co. Limited

Pentwyn Precision Limited

Textile Mouldings Limited

the directors of the Company

Winterbottom, SSW and Alloy

Eadie Bros. and Pentwyn

the ordinary shares of 25p each in the Company

the 2,436,000 ordinary shares to be issued pursuant to
the placing

the 4.2 per cent. Cumulative Preference Shares of £1 each
inthe Company

the placing of 894,140 existing ordinary shares and

2,436,000 new ordinary shares under the arrangements
set out herein
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SUMMARY OF INFORMATION

Business

Trading Record

Profit Forecast

The following information should be read in conjunction with the fuli text
of this document from which it is derived.

The Company is the holding company of a group of specialist engineering
companies engaged in the drawing and processing of wire and in the
manufacture and saie of machine accessories for the textile industry. The
Group markets its products worldwide and in 1985 approximately 45 per
cent. of its turnover was attributable to exports. A new management team
was formed in 1982, which has been responsible for the restoration and
subsequent enhancement of the Group's profitability.

The turnover and results of the Group for its five financial years ended
31st December, 1985, were as follows:—

Year ended 31st December
1981 1982 1983 1984 1985
£000 £000 £000 £000 £000

Turnover 4,904 4,679 4,787 5,907 - 6,736
Profit/{Loss) before

exceptional items

and taxation (63) (300) 120 144 1262

Conditional upon entry to the Unlisted Securities Market, the Group has
agreed to acquire the 80 per cent. of the share capital of Cloudknol! which
it does not already own. The Cloudknoll Group draws and processes fine
wire. The turnover and results of the Cloudknoli Group for its five financial
periods ended 31st December, 1985, were as follows:—

16 months Year
ended ended
Year ended 30th Sept. 31st Dec. 31st Dec,

1981 1982 1983 1984 1985

£000 £000 £000 £000 £000

Turnover 1,102 1,247 1,221 1,599 1,779
Profit/(Loss) before

taxation {178) {54) (85) {74} 10

The Directors forecast that, in the absence of unforeseen circumstances,
and on the bases and assumptions set out in Part V, the profit before
taxation of the enlarged Group for the year ending 31st December, 1986
will be not less than £450,000.
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DIRECTORS AND ADVISERS

Directors
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Ragistrars and
Transfer Office

™
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all of:
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James Russell Cockburn BA, CA
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Clarence House

4 Clarence Street

Manchester M2 4DW

Parsans & Co. Limited
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ArthurYoung
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George House

50 (George Square
Glasgow G2 1RR

e s R )
* a

MacRoberts
91 West George Street
Glasgow G2 1PA

Maclay Murray & Spens
Erskine House

68/73 Queen Street
Edinburgh EH2 4NF
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PLACING STATISTICS *

The following statistics are based on the placing price of 39p per ordinai +
share and the number of ordinary shares in issue following the placing
and the acquisition of Cloudknoll:—

Market capitalisation £3,495,105
Percentage of ordinary share capital being placed

— on behalf of the Company 27.18%
— on behalf of Scottish Development Agency 9.98%

, Forecast eainings per shere

for year to 31st December, 1986 after

— an estimated tax charge of 15 per cent. 4.23p
— a notional tax charge of 35 per cent, 3.23¢

Forecast price earnings multiple
for year to 31st December, 1986 after

— an estimated tax charge of 15 per cent. 9.22
— a notional tax charge of 35 per cent. 12.07
Gross dividend yield I 5.42%
Net assets per ordinary share 34.70p

—— o —

For the bases of the calculation of earnings per share, price earnings
multiple and dividend yield, see page 10 and the paragraph headed
“Earnings per Share and Dividends’'. Net assets per ordinary share are
based on the pro forma net assets of the enlarged Greup shown in Part IV

on page 33, and reflect the deduction of £148,000 attributable to the
preference shares.
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PARTI
INTRODUCTION

The Group has two principat activities: the wire division manufactures and
processes wire and metal ribbon for a wide range of uses including the
electrical resistance, metal fastening, aviation and filter markets; the
machine accessory division manufactures specialist products, a significant
proportion of which is wire-based, used in the production of textile yarns
and a range of advanced splicers for joining broken yarns. The Group
markets its products worldwide through a long-established international
sales network. In 1985, approximately 45 per cent. of its turnover was
attributable to exports,

e - -
e T

The Group has an experienced management team, which was formed in
1982, undertook a radical reorganisation of the Group and was responsible
for the return to profitability . The subsequent growth in profitability is
largely the result of substantial capital expenditure, the streamiining of
manufacturing methods, the strengthening of the sales effort and the
development of new products, initiated by the management team.

The placing of the new ordinary shares, which will raise approximately
£800,000 of additional capital for the Company, and the associated entry
into the Unlisted Securities Market, will enhance the Group’s opportunities
to develop and expand its product range, will provide additional working
capital and will increase flexibility for growth by acquisition, whilst adding
to its existing strong asset base.

HISTORY AND DEVELOPNMENT

Eadie Bros. & Company was formed as a partnership in 1872 to manufacture
travellers, which are used to twist and direct spun yarn as it is wound onto
a bobbin. The success of this venture led to the production of the rings on
which travellers are run. The Company was incorporated in 1904 and is
now the holding company for the Group's activities.

As the principal component of metal travellers is wire, the Company
acquired its major wire supplier, Winterbottom, in 1970. Alloy, which
produces fine wire for the electrical and spring-making industries, was
acquired in 1972, Both Winterbottom and Alloy were long-established
businesses.

Eadie Bros. traded profitably until the late 1970's, when its slow response
to the effects of the textile recession resulted in a major setback in the
machine accessory division, In 1982, the new management team carried
out a substantial reorganisation of the Group, facilitated by the injection
of additional permanent capital from institutional and private sources
{including existing shareholders), which resulted in the return to
profitabilty.

In 1984, the machine accessory division was expanded by the acquisition
of Pentwyn, which manufactures a range of yarn splicers.

6



BUSINESS

Wire Division

Also in 1984, a 20 per cent. stake in Cloudknoll, the holding company of
SSW, was purchased. SSW processes a range of wire which is comple-
mentary to the products of Winterbottom and Alloy A new management
tearn was formed {including Roderic Mather, Gary &mith and Bill Graham,
members of the Group management team formed iri 1982), which
rationalised the operations of SSW and returneditto profitability. Conditional
on entry to the Unlisted Securities Market, the Company has agrsed to
acquire the remaining 80 per cent, of the share capital of Cloudknoll, in
exchange for the issue to the vendor shareholders of 880,000 fully paid
ordinary shares in the Company. As Roderic Mather and Gary Smith both
have interests in the share capital of Cloudknoll, the acguisition has been
approved by the Company in General Meeting. The acquisition agreement
is referred to as a material contract in paragraph 17 of Part Vi

In addition, the Company owns a 25 per cent. interest in TML, which
manufactures nylon travellers and plastic mouldings for a variety of
industries. The remaining 75 per cent. of the share capital is held by a
subsidiary of Coats Viyella Plc.

The three companies in the wire division gperate in complementary size
ranges in the wire industry and between them produce the most extensive
range of wire manufactured in the UK. Although a substantial proportion
of the wire is sold to established customers, the wire division is able, by
virtue of the constant development of the inherent composition of the raw
material available to it, to meet the demand for new applications of its
products and thus expand its customer base.

Winterbottom, based in Oxspring, South Yorkshire, draws wire from
8.0mm to 0.8mm in diameter and its end product is used for many
purposes, inciuding the manufacture of needles, metal fasteners, building
ties, springs and supermarket trolleys. Selling almost exclusively to the
home market, where no single supplier dominates, some 80 per cent, of
turnover is in stainless steel wire and 20 per cent. in carbon steel wire.
Winterbottom has a customer base of approximately 400. Recently, a
more effective and aggressive marketing strategy has been introduced,
promoting Winterbottom’s excellent reputation for service and quality and
its ability to provide a wide varisty of materials and finishes,

SSW, based in Sheffieid, draws fine wire in 20 different types of stainiess
stee] and other related high value materials in sizes from 2.0mm to
0.05mm. Itis one of the largest producets of fine diamond-drawn stainless
steel wire in the UK, Selling to over 600 customers in different sectors, the
principal uses of its products are in the weaving of filter cloth, the braiding
for hoses, and the production of flame control materials, electric fencing,
welding wire and music wire. SSW has full approval from the Ministry of
Defence and the Civil Aviation Authority, for which precision of size and
auality is essential. Approximately 20 per cent. of turnover is now
exported, principally to Western Europe, as a result of increased sales
effort and of the high quality of its products.

Alloy, based in the West Midlands, is the only company in the UK making
superfine resistance wire down to 0,025mm, about half the diameter of a
human hair. Its principal product is electrical resistance wire and metal
ribbon but, in addition, Alloy draws wire for springs used in hostile
environments and special purpose wire, of titanium and nickel alloys, for
use in aerospace and defence products. The growth in Alloy’s profits is
due substantially to increased UK and overseas selling efforts. There are
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some 300 customers and, in 1986, over 30 per cent. of turnover was
exported. Recently, Alloy has developed a new techniqueforthe manufactgre
of high precision resistance ribbon for use ina W|d_e variety of heating
elements for electrical products. These replace existing elements and
dernand for this ribbon is increasing rapidly.

Machine Accessory Eadie Bros., based in Paisley, manufactures rings and travellers which are

Division essential components in the ring spinning of all types of natural and
man-made yarns. The bobbin onto which the yarn is wound is situated in
the centre of the ring; the traveller runs freely around the ring and the yarn
is threaded through it, so that, as the bobbin spins and draws the yarn
through the traveller, a twist is introduced into the yarn to strengthen it for
knitting or weaving.

Traditionally, Eadie Bros. manufactured only steel rings, but has recently
concentrated on the production of porous sintered metal {“PSM") rings, a
premium product, the oil-retaining properties of which ensure good
lubrication for high speed production and yarncleanliness. Metal travellers
are made from drawn wire, which is shaped and given special polished
finishes., Since the 1950's, Eadie Bros. has also sold nylon travellers,
manufactured under contract by TML to Eadie Bros. specifications and
designs. In addition, certain other machine accessories are also merchanted
to enable a full range of products to be offered.

Eadie Bros. dominates the UK market for all types of rings and travellers,
with an estimated 90 per cent. share of the ring and traveller market, and
in Western Europe it has some 30 per cent. of the total market. Approximatety
75 per cent. of turnover is represented by exports to some 70 countries
throughout the world. Eadie Bros. is a leader in PSM ring manufacture and
nylon traveller design. It competes with six other major manufacturers of
rings and travellers in the world, with four competitors based in Europe
and one in each of Japan and the United States.

Pentwyn, based in Pontypool, Gwent, was founded in 1972 and manufactures
a range of pneumatic splicers, which join the broken ends of yarn, in a
fraction of a second, by intermingling the fibres using compressed air to
make a splice, which is barely thicker than the yarn and has approximately
90 per cent. of its strength. The traditional knotting method for joining
yarn is now being superseded by splicing, which increases the strength of
the join and reduces snagging in the weaving and ¥nitting process. These
products are sold worldwide using the Eadie Bros, sales network. There is
only one other manufacturer making a comparable range of products.

MANUFACTURE AND SALES

Wire Division The production process is essentially the same for each wire division
company. Wire rod is bought in from a variety of suppliers and the first
stage of production involves the rod being drawn through tungsten dies,
which reduces the diameter ofthe wire and causes it to harden. Periodically
during the process, the wire must be softened by annealing, which
involves heating the wire in a hydrogen atmosphere, Fine wire is wet
drawn, using lubricants, through diamond dies and annealing is carried
out on a strand basis through tubes. At Alloy, resistance ribbon is
manufactured on spectalised, electronically controlled machines, developed
by Alloy, which represent a considerable advance on other methods of
production. in general, production is against order with lead times varying
from 4 weeks to 10 weeks.

8
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Machine Accessory
Division

Whilst each company is responsible primarily for its own marketing and
sales, there is significant co-operation within the wire division in offering
acomprehensive range of sizes and qualities. In addition, the exparision of
export sales is being assisted by the Eadie Bros. sales personnel,

Eadie Bros. offers a wide range of shapes and sizes of rings for specific
yarns and machines. Since textile mills consider rings as a capital item
which can last for a number of years, rings are only made to order. Rings
require specialist machining before being heat-treated and polished.

Traveller life, however, can vary from hours to weeks and consequently
travellers are considered by the mills to be consumable items. Travellers,
therefore, are manufactured in economic batch sizes to be held in stock at
Eadie Bros. . Metal traveilers are made from drawn wire, formed on high
speed precision machines, after which they are heat-treated and polished.
Nyion travellers are manufactured at TML by the injection moulding
process and are shipped in bulk to Eadie Bros.. The high quality of Eadie
Bros. manufactured rings and travellers is due to the particular skills
involved in the heat-treatment process and in the application of surface
finishes,

Pentwyn manufactures the majority of the components for its splicers on
precision machinery. These are assembled, together with a number of
bought-in parts, to order.

The multilingual sales team, supported by experienced technical staff,
visits both UK and overseas customers and provides assistance to the
established international network of agents, who operate aggressively in
their own territory, and most of whom carry a substantial stock of
travellers to ensure competitive service, Trade advertising and sales
brochures are used extensively to market products worldwide, together
with a regular presence at international textile machinery exhibitions.

CURRENT TRADING AND PROSPECTS

Trading conditions for the wire division are buoyant and the order book is
healthy. In the machine accessory division, the order book reflects the
continuing high levels of activity of textile producers and the outlook
remains encouraging.

In the wire division, Alloy's resistance ribbon is considered to have
excellent sales potential with an increasing number of applications within
the domestic appliance market. Alloy’s advanced production process at
present ensures a competitive advantage over otherribbon manufacturers.
itis the intention to maintain this advantage through continuing development
and by increased marketing to the wide range of manufacturers at home
and abroad.

Throughout the wire division, the principal growth area is considered to
be the development of new markets for wire made from specialist alloys,
the inherent properties of which are the subject of constant development
by the division's suppliers. Exports have shown considerable recent
growth and will remain a high priority within the Group marketing
strategy.

Whilst the market for rings and travellars is mature, it continues to offer
opportunities for growth and development. Eadie Bros. has a policy of
eploiting these market opportunities by improving products to permit
increased production speeds and improved varn quality. A new PSM ring
material has been introduced recantly for high speed applications, and a
nhumber of new traveller finishes, currently being mill-tested, are showing
significant performance improvements.

9
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At Pentwyn, a new range of splicers will be introduced tljis year, which will
increase significantly the types of yarns which can be spliced; consequently
a premium price can be obtained.

PROFIT FORECAST

The Directors forecast that, in the absence of unforeseen circumstances,
and on the bases and assumptions in Part V, the profit before taxation of
the enlarged Group for the year ending 31st December, 1986, will be not
less than £450,000.

EARNINGS PER SHARE AMD DIVIDENDS

Forecast earnings per share for the year ending 31st December, 1986,
calculated using the forecast profit before taxation of £450,000, less
taxation and preference dividends of £3,000, and on the basis of 8,961,808
ordinary shares of 25p each in issue following the placing and the
acquisition of Cloudknoll are 4.23p (at an estimated taxation rate of 15 per
cent.) and 3.23p {at a notional taxation rate of 35 per cent.).

The Directors expect, in respect of each financial year, to pay an interim
dividend and to recommend a final dividend, which will normally be
payable in November and May respectively.

If the plasing had taken place at the beginning of the financial year ending
31st December, 1986, the Directors would have expected to recommend
dividends for the fuil year totalling 1.75p net per ordinary share {consisting
of 11.25p per ordinary share as an interim dividend and 1.5p per ordinary
share as a final dividend.) These total dividends would have produced a
gross dividend yield of 6.32 per cent. at the placing price.

As the placing is to take place five months into the financial year ending
31st December, 1986, only a single dividend will be recommended in
respect of the current year, In the absence of unforeseen circumstances
this payment is expected to be 1.5p net per ordinary share, equivalent to
2.11p per ordinary share inclusive of tax credit, payable in May, 1987.

DIRECTORS, SENIOR MIANAGEMENT AND STAFF

Directors

Roderic Mather

Aged 43, Roderic Mather has been the Chairman of the Group since 1982
and is a direct descendant of the founder. After training as a stackbroker,
he formed the stockbroking firm of lilingworth & Co in 1970, which
became lllingworth & Henriques in 1974. He was the senior partner of that
firm until he became chairman of the recently incorporated lllingworth &
Henriques (Stockbrokers) Limited. As Chairman of the Group, he has been
heavily involved in its restructuring and development and will continue to
be so in the future,

Paul Eadie

Aged 43, Paul Eadie has recently bean appointed Executive Deputy
Chairman and is the Group's Sales and Marketing Directar, having joined
the Board in 1978. He joined Eadie Bros. in a salas capacity in 1964 since
when he has travelled extensively in both West and East Europe, USA,
South America and, more recently, the People’s Republic of China. He is
fluent in eight languages and has an invaluable knowledge of the textile
industry. Asthe Group's Sales and Marketing Director, he co-ordinates the
rarketing activities of the wire and machine accessory divisions. He has
been a member of the Executive Committee of the British Textile Machinery
Association for four years. He is also a director of the Manchester
Chamber of Commerce and industry and has led & number of trade
delegations.
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Senior
Management

Graeme (Gary) Smith

Aged 39, Gary Smith was appointed Managing Director of the Group early
this year, having been a director of Eadie Bros. since 1982. He played a
major role in the rationalisation and subsequent development of the
Group and SSW.

He is an economics graduate of Edinburgh University and in 1971
qualified as a chartered accountant with Thomson McLintock after which
he joined the merchant bank Henry Ansbacher. Between 1974 and 1979,
he worked forICI, becoming deputy head of Group Management Accounting
in 1978. He then spent 2 years as Finance Director of the Oldham operation
of what is now Stone International, before joining Rickitt & Partners as a
director in 1981, He continues to be a non-executive director of Rickitt &
Partners, who remain as corporate financial advisers to the Group.

Wiltiam Graham

Aged 36, Bill Graham is the Group Director with responsibility for the wire
division. He joined Alloy in 1972 as a management trainee, after obtaining
a City & Guilds qualification in Mechanical Engineering. In 1976 he
became a director of Alloy and was appointed to the Board of the
Company in 1982. His innovative development and manufacturing skitls
have played a significant part in the rapid growth of the wire division in
general and of Alloy in particular,

Russell Cockburn

Aged 38, Russell Cockburn has been the Group Financial Controller and
Secretary of the Company since 1982, He has a degree in Business
Administration and is a Chartered Accountant. He joined Eadie Bros. in
1980 after several years in various manufacturing and merchanting
industries. Together with Gary Smith, he is responsible for the financial
management of the Group.

Peter Eadie

Aged 36, Peter Eadie is the Production Director of Eadie Bros.. He joined
Eadie Bros. as an apprentice and has also worked for Winterbottom. He
joined the Eadie Bros. board in 1982 and is a director of both Alloy and
Winterbottom,

Matthew Waddel/
Aged 59, Matthew Waddell is Technical and Development Director of
Eadie Bros.. He joined Eadie Bros. in 1950 as a metallurgist and was
appointed to the board in 1984.

Derrick Ward

Aged 53, Derrick Ward is the Managing Director of Winterbottom. He
obtained a City & Guilds qualification in wire manufacture and, after
spending several years in the wire drawing industry with John Rigbys and
Charles Hurst, joined Winterbottom as works manager in 1973 and
became Managing Director in 1984,

Lewis Smith

Aged 53, Lewis Smith, a Chartered Engineer, has been the Managing
Director of SSW since 1984. He served a Student Apprenticeship with Firth
Brown and has worked for Rolls-Royce Aero Engines. He spent nine yaars
with GEC traction division, progressing to Chief Engineer, Manufacturing.
He joined SSW in 1973 as Works Manager and was appointed Works
Director in 1978.
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Roger Shea

Aged 44,Roger Shea is a Director and General Manager of Pentwyn. Af@er
obtaining a mechanical engineering degree, he spent severallyears with
IC! and BP as a development engineer before joining Pentwyn in 197:5._ He
was appointed General Manager in 1985 and has particular responsibility
for product development.

Staff in addition to the Group Chairman and Managing Director who are
employed by the Company; the enlarged Group's employees total 252,
analysed as follows:-

Total Eadie Bros. Pentwyn Winterbottom  Alloy ~ SSW

Administration 29 10 2 5 5 7
Shipping 7 6 — —_ — 1
Sales 8 4 1 1 1 1
Works 200 70 10 43 18 59
Technical _ﬂg ____ﬂ ____g —_ —_ 1

262 94 6 49 24 69

The Group maintains good relations with its employees. It operates a
contributory pension scheme for eligible employees and in addition, a
share option scheme, details of which are given in Part Vl, is operated for
senior executives. Operatives at Eadie Bros., Winterbottom and SSW are
represented by a number of unions.

REASONS FOR, AND PROCEEDS OF, THE PLACING

The Diractors consider that entry 10 the Unlisted Securities Market will
enhance the Group's standing with existing and potential customers and
suppliers and will increase the flexibility for growth by acquisition. It will
also provide existing shareholders, who number 110, with a market for
their shares.

The placing of new ordinary shares will raise approximately £800,000
(after expenses) for the Company, which will be used initially to reduoce
borrowings and to provide additional working capital to fund the Group'’s
continuing growth and expansion.

In 1983, Scottish Development Agency was the principal provider of new
permanent capital, which enabled the management to carry out its
rationalisation plans. In line with its investment polioy, it is now taking the
opportunity to realise its investment and, under a facility made available
by Parsons & Co. Limited, the ordinary shares held by it are to be inciuded
in the placing.

12
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FINANCIALIN FORMIATION

The Group The taliles below set out the Group’s turnover and results, and the contributions to turnover and
ﬁ)gggt of the companies comprising the Group, for the five financial years cnded 31st December,
Turnover and rasfts

Year ended 31st December
1981 1882 1983 1984 1985
£000 £000 £000 £000 £000
Turnover —to third parties 4,899 4,664 4,683 5,811 6,604
—to SSw 5 25 104 96 132
4,904 4,679 4,787 5,907 6,736
Profit/{loss) before
exceptional items (63} {300) 120 144 262
Exceptional items {a3) (177) (48) — (53)
Profit/(loss) on
erdinary activities
before taxation {96) (477} 72 144 209
Profitf{loss) before
extraordinary item {103) {483} 108 119 175
Extraordinary item —_ —_ — - 109

Recrganisation of Eadia Bros. contributed to the exctyational items in 1981, 1982 and 1983, Further
exceptional items arose in 1982 from the sale of Eadle Wire Company Limited and in 1983 from
the expenses of capital restructuring. The 1985 exceptional items were due to preliminary flotation
and share issue expanses.

The tax charge in each year is reduced as a result of tax losses carriad forward.

In 1985 an extraordinary profit arose from the dispasal of the Company's 39 per cent, holding in
BRT Limited an Indian manufacturer of rings and travellers.

In 1985, the turnover and profit before taxation of TML were £7,333,000 and £54,060 raspectivaly.
in addition, a change in the accounting policy on leasing resulted in & prior year reduction in

reserves of £38,000. k "
Turnover analysis e
Year ended 31st Dacernbar

1981 1982 1983 1984 1985

£000 £000 £000 £000 £000 B
Eadie Bros. 3,429 3,024 2,979 3439 3,625 »
Pentwyn — — — 101 228 i}
Machine socesaory division 3,429 3,024 2,979 3,570 3,858
Winierbottom 822 1,138 1,262 1,678 2,099
Alloy 445 482 866 664 784
Eadie Wire Company Limitad 108 35 - — —
Wira division 1,475 1,666 1,808 2,337 2,888
Group total 4,904 -1,679 4,787 6,907 6,736
Analysis of profit
before taxation

Ysar ended 31st Decemnbar

1981 1982 1983 1984 1985

£000 £000 £000 £060 £000
Eadie Bros. {93) {478) 57 12 140
Pentwyn — -_ - {38) (38)
Machine accessory division {93) {478) 57 74 102
Winterbottom 20 b 19 70 108
Alloy 10 {20} 38 29 84
Eadle Wire Company Limited (71 (8} — — —
Wira division {47) (23) 87 ) 169
Associated companies

—TML P 23 5 {6) (37) 4
—the Cloudknoll Group :I; a E (15; 7

Investments —
Company 3 5 {48) {2) (73)
Group total (986) {477) 72 144 209
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The Cloudknoll The tabte below sets out the Cloudknoll Group's turnover and results for the five financial periods
Group ended 31st December, 1985:—

15 months Year

ended 31st  ended 31st

Year ended 30th September Decamber Decemiber

1981 1882 1683 1984 1285

£000 £000 £000 £000 £000

Turnover-—to third parties 1,097 1,243 1,218 1,682 1,778
—tothe Group _5 _4 _ 3 17 1

1,102 1,247 1,221 1,599 1,779

Profit/{loss) on
ardinary activities
before taxation {178} (54} {85) (74} 10

Profit/{loss) after
taxation before
extraordinary item {98} (54) {85) (74) HY

Extraordinary item —_— — —_ {95) —

The results to 30th September, 1983 are attributsable 1o SSW, thersafter to Cloudknoll.
No taxation charge has arisen owing to the availa bility of tax losses,

The extraordinary item in 1984 related to tha reorganisation costs incurrad by SSW following its
acquisition by Cloudknoll,

Export Analysis Turnover of both the Group and the Cloudknoll Group can be further analysed as follows:—
The Group
Year anded 31st Dacember

1981 1982 1883 1984 1986

£000 £000 E£Q00 £000Q £000

United Kingdom 2,382 2,423 2,546 3,075 3,649

Overseas 2,542 2,256 2,241 2,832 3,087

4,904 4,679 4,787 5,907 8,736

From 1983 to 1985 export soles by geographics! area were as follows:—

Europe 1,368 1,962 2,058
North Ametica 129 181 183
South America 244 174 252
Other 516 515 584
2,241 2,882 3,087

Tha Cloudknoll Group
15 months Year

ended 318t andad 31st
Yeer ended 30th Septambar Decamber December

1981 1982 1983 1984 1985
£000 £600 £000 £000 £000
United Kingdom 962 1,061 1,092 1,330 1,440
Overseas 140 186 129 269 339
1,102 1,247 1,221 1,599 1,779

The principal export market for the Cloudknell Group is Europe.
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PART li

ACCQUNTANTS’ REPORT ON THE GROUP

The following is a copy of the report made by Arthur Young, auditors and reporting accountants,
on the Group:—

The Directors, 27th May, 1986
Eadie Holdings ple, '
Victoria Works,
Violet Strest,
Paisley, PA1 1PD

and
The Directors,
Parsons & Co. Limited,

100 Wast Nile Street,
Glasgow, G1 20U

Gantlemen,

A. Introduction Wa have examined the audited accounts of Eadie Holdings plc {“the Company”) and its
subsidiaries for the five years ended 31st December, 1985, For the purposes of this report the
Company and its subsidiaries are referred to s “the Group”.

The subsidiary companies are.

Proportior of

Name of subsiaiary Activity ordinary shares held
Eadie Bros. & Co. Limited Textile machinery

accessories 100 per cent,
Pantwyn Precision Limited Toxtile machinery

aucassorios 100 per cont.
Eadie Elactronics Limited Elactronic products ;

{now dormant) for taxtile machinery 51 par cent. :

Winterbottom (Wiradrawers) ;
Limited Wiredrawing 100 per cent. .
Alloy Wire Co, Limited Wiredrawing 100 per cent.

The share capltal of Pantwyn Precision Limited was aoquired by Eadie Bros. & Co. Limited for a
cash consideration of £40,000 on 30th June, 1984 and Eadle Elacironios Limited was inccrporated
on 28th April, 1983, The results of these subsidiaries have bean indluded from these datas,
Eadlia Boyd Limited and Eadie Wire Company Limited, which wara part of the machine acosssory
division, and the wire division respactivaly, ceased to be wholly ownad subsidiaries in 1980 and
1082 as a result of closure and management buyoul respectively, Eadie Elactronics Limited
coased to trade at 31st Dasember, 1988, Its trade aing translerred to Eadie Bros, & Co. Limitad.
We have been audttors of the Cornpany and its subsidiaries throughout the perlod covered by this
raport or sinca incorporation of the subsidiaries into tha Group.
The financial information sat out In this report is based on the audited accounts of the Group. No
adjustments ara considerad necessary. No acoounts have baan preparad for the Group in respect
of any period since 313t Dacembar, 1985,
Since 31st Dacamber, 1985 tha Company has ugredd to zoquire tha 80% of the issuad share
capltal of Cloudknall Limited which it does not alresdy own. See paragraph G. 13 below. Wa have
prepared a separate report on Cloudknoll Limitad and Its subsidiary set out In Part (Il of the
plaging documant to be dated 28th May, 1986,
Our work has been carried out in accordanca with the Auditing Guideline, “Prospoeciuses and the
raporiing acoountant”.
I our opinion the financial information st out balow, which has bean prepared undor the
historical cost convention modified to includa tha ravaluatton of certain fixed asaats, gives a trus and
fair viaw of the results snd sourca and applieation of funds of the Group for aach of the five years
anded 31st Decamber, 1985 and of tha state of affairs of tha Group at the end of sach ofthesa yaars,
B. Accounting Policles  The significant accounting policles adopted in arriving at the finanotal information set out in this
report ara as follows:
{a) Basis of consolidation
The consolidated acoountsincorporatethe acoountsof the Company and fis subsidiariss madeup
to the relevant datas,
Any difference batween the cost of acquisition and the falr value of the assots is taken to
reserves,
(b} Associated companies
The consolidatad acrounts include the Group's share nf the post-soguisition results of
atancest 'd companies basad on audited accounts made up to the ralavant dates.

o) Tany »n 'oced assets
T. ~- o' policy is to depreciate all tangible fixed asests ot rates calculated to wyrite off the
valuaiian v ost of assats ovar thair estimated useful bves. The rates used are as follows:

- vapield huildings 2 2.5 par cent. of wrillen down value
- tamt.nd machinery 15— 20 par oent. of writtan down value
~ Jurhits ®, equipment and
motor venicles 15 — 26 per cant. of written down valua,
Asgets receive & full year's charge in tha year of acquisition and no charge in the yeer of
disposal.
15




B. Accounting {d] Stocks
Policiss Stocks and work-in-prograss ha.2 been valued at the lower of cost and net realisable value,
(cuntinuer) Cost comprises actual cost on a first-in, first-out basis 11 the case of raw materials ar.d goods
purchased for sale, and direct materials, direct labour and appropriate production ovorheads
in the case of work-in-progress and finished goods.
Net realisable value I1s defined as the estimated selling price, nat of trade discounts, less
further costs to completion and cnsts to be incurred in marketing, selling and distribution.
{e) Deferred taxation
Deferred taxation is provided on the liability method on all signifizant timing differences to
the extent that they are expected to reverse in the future, calculated at the rate at which it is
estimated that tax will be payabie.
Advance corporation tax which is expected to be recoverable in the future is deducted from
the defarred taxation balance,
{f) “orginn currencies
Monetary assets denominated in foreign currencies are translated at the rate of exchange
ruling at the balance shest date.
Transactions in foreign currencies are recorded at therate ruling atthe date ofthe transaction.
All differences are taken to the profit anr loss aceount,
{g} Research and development
Expenditure on research and development is written off in the year in which it is incurred.
(h) Deferred Credit
Ragional development grants receivable have besn credited to a deferred credit account and
are released to the profit and loss account on the same basis as depreciation is charged on
the assets to which the grants relate.
(i} Leasing and hire purchase obligations
Rentals patd under leases ara charged to income in the period in which they are incurred.
Agsets obtained under hire purchase contracts are capitalised in the balance sheet and are
depraciated over their useful lives.
C. Consolidated Provit  The consolidated profit and loss accounts of the Group for the five years ended 31st Decembaer,
and Loss Accounts 1986, are sot out below:

Notes Year ended 31st December
1981 1982 1983 1984 1985
£000 £000 £000 £000 £000
Turnover 1 4,904 4,679 4,787 5,907 6,736
Cost of sales __9&2_8' 2,974 2,970 3,823 4,383
Gross profit 1,878 1.705 1.817 2,074 2,353
Distribution and
administration expenses 2,069 1,938 1,624 1.811 1,968
Tradin? profit/{loss) (193) (232) 193 268 385
Uther operating
income/ichargest ” 194 10 4 (2) {9}
Share of profit/{loss} of
associsted companias
—-Textila Mouldings
Limited 23 ] (6) {37) 4
— Cloudknoft Limited —_ —_ — {5) 7
Operating profit{loss) 24 {218) 191 219 387
Income from investmants 12 14 12 15 —_
Interest receivable 21 48 32 28 2
Interast payable {120) (144) {115} (119) (146)
Profit/{loss) before
exceptional iterns (63) {300) 120 144 262
Exceptional items 3 33 177 48 —_ 53
Profitfﬂioss) before
taxation 4 {96) {477 72 1
Tax charge/{credit) 5 7 6 {386) gg zgg
Profit/({loss) befors
extraordinary items (103} {483 1
Extraordinary items less ) o e 178
taxation 6 — — — —_ {108}
Profit/{loss} attributable
tc? members of the
Company (103 483
Dividends 7 3) ( 3) 1gg 1:53 2
Amortisation of 7
revaluation surplus — — {1 m (1)
Retained profit/{losa) for
the year (106) {486) 76 68 208
Retained by
theé Colg:pany
and subsidiaries 8 112
Retained by associates 8 ‘ 6) (483’ 315 1{23) 1?3
{108} {486) 76 68 208
Barningsflfoss) pershare 9 (1.88p)  {8.61p) 1.86p 2.06p 3.05p
16
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D. Notes to the Profit
and Loss Accounts

Turnovar by aciivity is as follows

Year ended 31st December

Machine accessory division
Wire division
Discontinued operations

Turnover can be analysed between home and export as follows:

United Kingdom
Overseas

2. Other operating incomef{charges)

Gain on sale of fixed assets
Release from deferred credit
Surplus on pansion fund
refunded on closure of
Eadie Boyd Limited
Sundry income/{expanses}

3. Exceptional items

Reorganisation of Eadle Bros. &
Co. Limited
Losses from discontinued
oparations:
Eadie Boyd Limited
Eadie Wire Company Limited
Group fiotation expenses
Share "ssue 8Xpenses

4, Profit/{lass) befaore taxation

Machine accessory division
Wire division

The Company

Associated companies
Investments

Thisls stated after charging/(crediting}:

Depreciation

{Gain)/loss onsale offixed assets
Diractors’ remuneration
Auditors’' remuneration

Leasing charges

Staff costs for the three years ended 31st December, 1985

Wages and salaries
Soclal security costs
Other pension costs

1981 1882 1983 1984 1985
£000 £000 £000 £000 £000
3,429 3,024 2,979 3,570 3,853
1,367 1,620 1,808 2,337 2,883
108 35 —_— —_ —
4,904 4,679 4,787 5,907 6,736
Year ended 31st December
1981 1982 1983 1984 1985
£000 £00C £000 £000 £000
2,362 2,423 2,546 3,075 3,649
2,542 2,256 2,241 2,832 3,087
4,904 4,679 4,787 5,907 6,736
Year ended 31st December
1981 1982 1983 1984 1985
£000 £000 £000 £000 £000
107 — - -— -
19 18 17 11 10
30 —_ —_— — —_
K1 (5} {(13) (13) (19)
194 10 4 {2} {9)
Year ended 31st December
1981 1982 1983 1984 1985
£000 £000 £000 £000 £00G
32 156 12 — —_—
1 — — ——
— 21 — —_ —
— - —_ — 36
—_ — 35 — 17
13 177 48 — 53
Year ended 31st December
1981 1982 1983 1984 1985
£000 £000 £000 £000 £000
(93) (478} 57 74 102
{41 {23) 57 99 169
3 5 {48) (2) (73
23 5 (6 {42) 1
12 14 12 15 —
(26) 1477} 72 144 209
154 134 97 108 118
{107} 9 (17 3 8
83 165 39 72 98
20 17 17 21 22
15 29 40 65 a3
1,108 1,339 1,561
128 144 158
92 112 131
1,328 1,595
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D. Notesto the Profit

and Loss Accounts
{continuaed)

i VRIS P A ST e mam

5, Taxation
Year ended 31st Dacembar

1981 1982 1883 1984 1985

£000 €000 £000 £000 £000

Corporation tax 3 g 2 8 15
Deferred tax - —_ —_ 17 15
ACT written offf(recovered) {3) (4) 12 {4) 5
Double taxation relief {3) {3) -— (4) —_
Qverseas taxation 3 3 3 4 —_
— 5 17 21 35

Taxation (over)/underprovided
in previcus years:

Corporation tax — — (6) 1 n
Deferred taxation —_ — — 3 —

— 5 1" 25 34

Associated companies 7 1 . {47} o —_
7 6 (36) 25 34

The corporation tax charge in the years 1983 to 1985 has been reduced by taxation losses carried
forward.

6. Extraordinary item

Year ended
31st December, 1985
£000 £000
Proceeds from disposal of investment In BRT Limited 224
Less investment at cost 53
7
Less UK Corporation tax 42
Indian capital gains tax 62
104
Double taxation relief (42) 62
108
7. Dividends
Year ended 31st December
1981 1882 1983 1984 1988
£000 £000 £000 £000 £000

4.2 per cent, Cumulative

Preference 3 3 3 3 3
10 per cent. Cumulative
Convertible Redesmable
Participating Preference — 30 43 47
Ordinary - - — 8 17
"A! Ordinary —_ —_ — 10
3 3 33 52 77
————
Dividend rate per share
10 per cent. Cumutative
Convertible
Redfeemable Participating
Preference 9.11p 13.01 14.36]
Ordinary —_ — —_ 1‘0?1 2.!5§
'A' Ordinary — — — —_ 2.5p
8. Retained profit
Year ended 31st December
1981 1982 1983 1984 1985
£000 £000 £000 £000 £000
Retained by the Company
and subsidlaries
At 1stJanuary 759 647 158 193 302
Profit/{loss) for year (112) {489) 35 109 197
At 31st December 647 168 193 302 499
Retained by assaociates —
At 1st January 146 152 ¥
Capital reserve on acquisition of 188 196 187
share In associate — — — a2
Profit/(loss) for year 8 3 41 {41 '-F]-
At 31st December 162 155 196 187 198
18




. m tAh:an-ﬁt 9. Earnings per shars
s -
(continsed) outs The earnings per share have been calculated on the profit after taxation and 4.2 per cent.
Pr&fer_en_ce dwndendg but before extraordinary items and on the 5,645,804 ordinary shares of 25p
each in issue following the capital reorganisation approved on 16th May, 1986 but before the

ics:srse)s of shares in respect of the acquisition of Cloudknoll Limited and the placing (see Section

Source and Application The consolidated source and application of funds for the five years ended 31st December, 1985
of Funds are set out below:

Year ended 31st December
1981 1982 1983 1984 1985
£000 £000 £000 £000 £000
Source of funds:
Total funds generated from
operations® — — 128 21 421
Funds from other sources:
Proceeds of sale of
fixed assets 157 80 B2
Dividends from associated
companies exclusive of

related tax credit 10 — —
Government grant receivable
on fixed assets acquired 3 2 —_—

Dividends from unlisted
investment exclusive of

related tax cradit 9 10 g
Tax recovered — 1 ane
Proceeds of share issue — —_ 336
Transfer from cash on deposit _ — 12
Hire purchase contracts —_ —_
Disposal of investment —_ — —
Acquisition of Pentwyn
Precision Limited — capital
reserve on consolidation _— —_
— deferred taxation — -—
~— deferred credit —
— corporation tax
recoverable —_ — —
207 a3 568
Application of funds:
Funds absorbed by
oparations* 96 an ——
Purchase of fixed assets 192 108 73
Tax paid 5 1 5
Dividends paid 8 2 28
Investment in BRT Limited —_ -— —
Investment in associated
company —_ 18 —
Current instalments on hire
purchase contracts —_ — 15
301 500 121
Working capital
{decreaselincrease (94) {407} 447
Componants of
(decrease)fir;crflase in
working capital:
Stock and work-in-progress {224} {40) 67
Dsbtors 147 {298} 338
Creditors {14} 36 {4)
(91) (302} 429
W wement in net liquid funds:
Cash at bank and in hand 2 1 18
Bank Overdrafts {5} {106) 3
(3) {108} 18
{24) {407) 447
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E. Source and Application * Total funds generated from and ab Jrbed by operadions comprise:

of Funds {continuad}

Year ended 31st December

1881 1882 1983 1984 1985
£000 £000 £000 £000 £.30
Profit/{loss) before taxation (96) (477) 72 144 208
Share of (profit)/loss of
assoclated companies {23} (5} 6 42 (11}
Income from investments {12) {14) {12) {15) ~—
Extraordinary item - — — —_ 109
(131} {496) 66 171 367
Adjustments for items not
invalving the use of funds:
Depreciation 154 134 97 108 118
{Gain)/loss on sale of
fixed assets (107} 9 (17) 5
Releasa from deferred credit {19} {15} (17 {11} {10)
Disposal of deferred credit of
Eadie Wire Company
Limited — {4) — e —_
Licences written off 7 1 — — —_
{986) 37} 129 27 421

-

Summary of the effects of the disposal of Eadie Wirs Company Limited in 1982 and of the

acquisition of Pentwyn Precision Lirmited in 1984:

1882 1984
£600 £000
Net assets (disposed)acquired:
Fixed assets {34) 119
Stock {7} 81
Debtors {19) 46
Taxation recoverable —— 2
Cash {25) 1
(a5) 249
Creditors (27 28
Bank overdraft - 111
Defarred taxation —_ 10
RDG deferred credit (4} 7
Loan (88) —
(64) 156
{21 98
Proceeds/cost of investment —- 52
(Loss on disposal)/capital reserve on acqulsition {21) )
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F. Consalidated Balance Thecon

Shae solidated balance shaets for the five years ended 31st Decembar, 1985 are:

U —

Notes 1981 1982 1983 1984 1985
) £000 £000 £000 £000 £000
Fixer agsets:
Tangible assats 1 1,032 917 828 982 1.036
Investments 2 237 246 287 291 248
1,269 1,163 1,115 1.273 1,284
Current assets:
Stocks 3 1,048 1,008 1,105 1,340 1,433
Debtors 4 1,517 1,212 1,554 1,73R 2,102
Cash at bank and in hand ] 22 25 3 35
. 2,573 2,242 2,684 3,109 3,570
Creditors: amountsfalling
due within one year 5 1,785 1,868 1,882 2,294 2,369
Net current assets 788 374 802 815 1,201
Total assets less current
liabilities 2,057 1,537 1,917 2,088 2,485 '
Creditors: amountsfalling 3
due after mora than k3
one year 6 34 16 2 27 14 i
Provision for liabllities ! S
and charges: -,
Deferred taxation 7 —_ - — 8 1t i
Accruals and deferred
income:
Deferred government
grants a3 67 50 49 48
117 83 52 84 73
1,940 1,454 1,865 2,004 2412
Capital and reserves:
Called up share capital 8 732 732 1,068 1,068 1,269
Revaluation reserve 9 196 196 185 194 193
Other reserves 9 365 368 409 440 451
Profit and loss account 9 847 158 193 302 439
1,940 1,454 1.865 2,004 2,412
G. Notestothe 1, Tangible fixed assets
Consolidated The tangible fixed assets at 31st Decembar, 1985 comprise:
Balance Sheets Costor Aecumulated Net beek
valuation depraciation value
£000 £600. £600
Froehold land and buildings 668 116 B52
Plant, machinery and motor vehicles 1,602 . 456
Fixturas, fittings, tools and equipmant _198 0 28
2,458 1,422 1,086

Certain of the freehold properties were valued on an existing use basis in 1980 by Indegendent
valuers. The remaining fixed assets of the Group have not been ravalued in the accounts.

Cost  Valuation Total

£000 £000 £2000

Land 8 71 7
Buildings 324 265 589
332 386 668

. tments 315t Dacember,
2. Investmen o)
£000

Associated companies — share of net assets 248

Investmants In associated companies are stated at the baok values of the underlying ussets in
the assoclated companies.

The associated scompanies are:

Country of Class Proportion Nature of
Namae of company registretion of shares held business
Textite Mouldings Limited England Ordinary 26% Pracision moulding
of plastics
Cloudknoll Limited England Ordinary 20% Hoiding ¢ompany

Cloudknoll Limited owns 100% of the Issued share ea!pital of The Stainless Stael Wire Co. Limited,
a cornpany registered in England, which is angaged in the drawing of wire.

21

" N
. S R bl (v o o C T TR T W T N ' Rl O \




G.

Notes to the
Consolidated
Balance Sheets
{continued)

W

3181 Decembet,

3. Stocks 1988
£000

Raw materials and consumables g
Work-in-progress Bg
Finished goods and goeds for resale __5__
1,433

e ———

. Debt 31st Decamber,
4 gbtors 1988
£000

Trade debtors 1,778
Amounts owed by associated company 69
Other debtors 65
Prepayments and accrued income 28
Sale of investment in BRT Limited 162
2,102

5. Creditors: amounts falling due within one year Jist Decem1bg%r5,
£000

Bank overdraft 863
Obligations under hire purchase contracts 18
Trade creditors 1,164
Current corporation tax 28
Other taxes and social security costs 130
Other creditors 22
Accruals 100
Proposed dividend 43
2,369

6. Creditors: amounts falling due after more than one year 31st December,
1985

£000

Obligations undei hire purchase contracts 14

7. Deferred taxation 31st December, 1985

Provision Potential

£000 £000

Acuelerated capital allowances 118 1486
Other timing differences —— 47
"Tax losses carried forward (43} {43)
ACT recoverable (64} (89)

1 61

The provision and potential liabifity for deferred taxation are calculated at 35 per cent, Subsidiary
companles have further tax losses at 35 per cent. of £321,000.

8. Share capital 31st December,

198%
£060
Authorised share capital:
940,269 Ordinary shares of E1 940
889,332 “A"" Ordinary shares of 50p 445
59,741 4.2 per cent, Cumulative
Preference shares of £1 60
336,080 10 per cent, Cumulative Corvertible
Redesmable Participating Preference shares of £1 336
1,781
——
Allottad, cafled up and fully paid shara capital:
672,120 Ordinary shares of £1 672
403,272 "A" Qrdinary shares of 50p 201
59,741 4,2 per cent. Cumulative
Prefarence shares of £1 50
336,060 10 por cent. Cumulative Convertible
Redaamable Parlicipating Prefarence shares of £1 336
1,269

The 10 per cent. Participating Preference shares were issued at par for cash during 1983, Ir
addi_lion to the _fixed dividend, t'hev attract a further dividend equivaient to 7 per oent.gf pre 'ta:
profit, Conve[’slan terms permit the conversion of every second shafe into two A" Ordimary
sna res. Each A Ordlnarvkshalre is en;Igtlaef tv:'aa8 dividend equal to that dectared on the Ordinary
shares. Conversion may take place in 1888, Conversion has taken i 7 .

This is described In note 13. place since the year end.
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G. Newstothe 9. Resstves

Year andad 315t Dacember '
&"E’mu log1 182 1983 1984 1985 :
! H
{continuen) Revaluation reserva: £000 £oco £aoo 5
At ist January 196 196 1 i
Amortisation for year —_ — 9? 19? 19? '
At 31st December 196 196 195 194 193
Other reserves:
Capital reserve:
At 1st January 15 15 15 15 55
Capital reserve on
acquisition of subsidiary —_ —_ — 40 —_
At 31st December 15 15 15 55 55
Preference dividend reserve 18 18 18 i8 18
Plant replacement reserve 180 180 180 180 180
Reserves of assocciated
companies; :
AiE 1st January 146 152 155 196 187 x
Capital reserve on acguisition i
of share in associate — — _ 32 —_
Group share of reteined profits 8 3 41 (41) 11
At 31st December 152 158 196 187 198
Total Other reserves 365 388 409 440 451
Profit and loss account:
At 1st January 759 647 158 193 302
Retained profits for year 1112} {489) 35 109 197
At 31st December 547 158 193 302 499

10,  Capital commitments
The approximate amounts authorised by the directors for which no provision has been made in
the accounts are:

31st Decembar,

1985

£600

Expenditure contracted for —_

Expenditure authorised but not contracted for 2

11.  Financial commitments

Net obligations under leases for plant and motor vehicles comprise:

31st Decembser,

1985

£000

Due within one year 95

Due within two to five years 115

219

12. Pension commitments

The Group has a managed defined benefit pension scheme for its directars and employees., The
Group's contributions are fixed periodically following actuarial advice,

13,  Evsnts sinoe the end of the year

al On SthAprl, 1986 options were granted under the Corfipany's ‘B_xgcutivg\shaqe_Option
te Scheme ?n respect of an aggregate of 140,080 “A" Ordinary Shares of 80p each,

{b] Atanextraordinary ganeral meeting on 16th May, 1966:—
one of every two issued Participating Prefefence Shares held by each holder was
w sub-divﬁdedn;nd converted into 2 “A” Ordinary Shares of50p each ranking pari passu
in all respects with the existing “A" Ordinary Shares of 50p atich;
{2) the Company was empowered to redeam all of the remaining Partielpating Preference

S on or before 14th Juneg, 1986 at par togethar with a premium of 20p per sharag,
inasrfgh Participating Preference Shares aré to be redaesined of 28th May, 19861
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the Directors ware authorisad and instructed to allot 739,332 “A” Oruinary Shares of

3. Motestoths {3} < b e
Consolidated 50p each cradited as fully paid, by way of capitalisation of reserves, to the holders of
Balance Sheets the axisting 739,332 “A" Ordinary Shares of 50p;

(continued) {4} saeh of the "A” Ordinary Shares of 50p was sub-divided and converted into 2 Ordinary

Shares of 25p each,
(6) ®auh ol the Ordinary Shares of £1 was sub-divided into 4 Qrdinary Shares of 25p each;

(6) the autnorised share capital of the Company was increased to £3,000,000 by the
creation of 4,877,096 Ordinary Shares of 25p each ranking pari passu in all respects
with the existing Ordinary Shares of 25p each;

{7) the Directors were autharised to allot 880,000 ordinary shares credited as fully paid in
consideration for the acquisition of the share capital of Cloudknoll Limited not already

owned;

(8) The Company has agreed to acquire the 80 per cent. of the issued share capitai of
Cloudknoll Limited, not already owned by the Company. Such acquisition was
conditional upon its approval by a Special Resolution of the Company which was

passed on 16th May, 1986.

The Special Resolutions effecting ths matters referred to in sub-paragraphs (1} to (8) above are
subject to the condition that in the event that by 3.30 p.m. on 14th June, 1986 permission shall not
have been granted by the Council of The Stock Exchange to deal in the ordinary shares in the
Unlisted Securities Market, each of such Special Resolutions shall be void and have no effect
whatsoever. In that event any redemption moneys paid to the holders of the Participating
Preference Shares are to be repaid to the Company on 14th June, 1986.

H. Audited Accounts The financial information set out above constitutes abridged accounts (within the meaning of
Section 255 of the Companies Act 1985) and not full accounts. Full accounts have been delivered
to tha Registrar of Companies in respect of the five years ended 31st December, 1985 on which
Arthur Young, Chartered Accountants, have made reports under Section 236 of the Companies

Act 1985,
Ali such reports were unqualified,

Yaours faithfully,

ARTHUR YOUNG
Chartered Accountants.
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PART I}

A. lIntroduction

B. Accounting Policies

ACCOUNTANTS' REPORT ON THE CLOUDKNGLL GRNUP

The following is a copy of the raport made b 1
y Arthur Young, auditors and reporti o
on the Cloudknoll Group:— s HiepaTing sccounta. s

TheDirectors,
Eadie Holdings pic, 27thMay, 1986

Victoria Works,
Violet Street,
Paisley, PA1 1FD

and

The Directors,
Parsons & Co. Limiten,
100 West Nile Street,
Glasgow, G12QU

Gentlemen,

Ctoudknoll Limited {"Cloudknoll”) was incorporated on 12th January, 1982 and acquired the
whole of the issued shara capital of The Stainless Steal Wire Co Limitad (“SSW"} on 5th March,
1984, S6W was incorporated on 14th February, 1939. For the purposes of this report, “the
Cloudknoll Group” refers to Cloudknoll and iis subsidiary at the relevant time and, for periods
prior to its acquisition by Cloudknall, to SEW alone. We have examined the audited accounts of
Cloudknell since its incorporation and of SSW for the five periods ended 31st December, 1985,

We have been auditors of Cloudknoll since the date oi its incorporation and of SSW since the date
of its acquisition by Cloudknoll. Messrs. Hawson & Co., Chartered Accountants, were the auditors
of SSW prior to that date for periods relevant to this report.

The financial information set out in sections B to H below is based on audited accounts as follows:

(a)  For the three years ended 30th September, 1983 on the accounts of SSW. From its
incorporation on 12th January, 1982 to 30th September, 1983 Cloudknoll was a dormant
company;

{b)  Forthe fifteen months ended 31st December, 1984 on the accounts of SSW and Cloudknoll
consolidated as though Cloudknoll had been the holding company of SSW throughout the
whote of the period;

{c)  For the year ended 31st December, 1985 on the nansalidated accounts of the Cloudknoll
Group;

after making such adjustments as we consider necessary, No accounts have been prepared for
the Cloudknoll Group in respect of any pariod since 31st Decembar, 1985.

Our work has been carried out in accordance with the Auditing Guideline "'Prospectuses and tha
reporting accountant,”

In our oplnfon, the financial information, which has been prepared under the historical cost
convention modified to includa the revaiuation of certain fixed assets, gives a true and fair view of
the results and source and application of funds for tha Cloudknol! Group for the five periods
ended on 31st December, 1985 and of the state of affairs of the Cloudknoll Group at the end of
each of these periods.

The significant accounting policies adopted In arriving at the financial information set out in this
report are os follows:

{a) Basis of consolidation . .
The basis of consolidation is described in Part A of this report.

(b} Goodwill _ )
Negative goodwiil arlsing on consolidation, representing the @XCess ofthe falrvalues ofthe
net assets acquired over the fair velua of the consideration given, is credited directly to a

capital reserve.
(¢} Tangible fixed assets

Depreciation Is provided on all tangible fixed assets at rates oalqulated to write off the cost
or valuation, less estimated residual value, of each asset aver its expected usefu! life, as

follows:

—Long leasehold land and buildings 2 percent. st;aig!ﬂ line
—Plant, machinery and motor vehicles 25 parcent, reduol_ng bglanee
~Digs 33V per cent. straight line

The revaluation reserve relating to revalued assets is transferred to the profit and loss
account ovar the remaining useful life of the assets.

(d} Stocks -
Stocks are stated at the lower of cost and net realisable value.
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Cast comprises purchase cost in the casé: of raw m +erials, and diract materials, and direct
tabour and appropriate production overheads based on a normal leve! of activity in the
case of work-in-progress and finished goods.

Net realisable value is based on estimated selling price less further costs expected to be
incurred to completion and disposal.

(e} Deferred taxation . o _ ’
Deferred taxation is provided on the liahility method on all timing differences which are

expected to reverse in the future, calculated at tha rate at which it is estimated that tax wiil
be payable,

{ff  Foreign currency ]
Assets and liabilities denominated in foreign currencies are translated at the rate of

exchange ruling at the balance sheet dale,

Transactions in foreign currencies are recorded at the rate ruling at the date of the
transaction.

All differences are taken to the profit and loss account.

{g)  Assetsacquired under hire purchase confracts and finance leases
Assets acquired under hire purchase contracts, and from 1stJanuary, 1985 assets obtained
under finance leases, as defined by Statement of Standard Accounting Practice No. 21, are
capitalised in the balance sheet and depreciated over the shorter of the lease tarm and the
useful life of the asset. The related capital element of the rental obligations is included in
the balance sheet.

Thae interest slement of the rental obligations is charged to the profitand loss accounton a
straight line basis over the lease term.

Assets obtained under finance leases prior to 31st December, 1984 are not capitalised in
the balance sheet, Rental payments relating to these leases are expensed in the profit and
loss account,

{h) Turnover
Turnover represents the invoiced amount of goods sold and services provided stated net of
value added tax.

C. Consolidated Profit  The consolidated profit and loss accounts of the Cloudknoll Group forthe five perlods ended 31st
and Loss Accounts Decembaer, 1985 ara set out below:

18 months Year

ended 31st ended 315t

Notes Year ended 30th Septembar December December

1981 1982 1983 1984 1985

£000 £000 £000 £000 £000

Turnover 1 1,102 1,247 1.221 1,599 1,779
Raw materials and

consumables 499 556 567 £52 829
Other external charges 208 244 268 318 314
Staff costs 431 464 449 584 557
Dapreciation 68 52 1 63 70
Change in stocks of

finished goods and

works in progress 53 (37 {37) 3z (66)

1,269 1.279 1,788 1,629 1,704
Operating profit/

{loss) 2 (157 (32) (67) {30} 75
Interest payable 3 {21) {22) {18) {44) (65}
Profiugtoss] before

taxation {178) (54} 85
Tax charge/{credit} 4 (80} —_ ( -—) (7.‘2 1.(.).
Profit/{loss) before
extrasordinary item (98) {54) 85
Extraordinary item 5 —_ —_ ( -—)- gg; E

{98} (54) (85) (169) 10
Amortisation of
revaluation surplus v — —_ — 1)
Profit/{loss) {98) {54) (85) {169) 1
Earnings/(loss) per
shara 8 £ {980} £ (540 £ (850) £ (740) £ 100
p— 1§

26

L IR L T U U



D.

Notes to the Profit
and Loss Accounts

1

5,

Turnover can be analysed between home and export as follows:

15 months Year
ended 31st ended 31st
Year ended 30th September December December
1981 1982 1983 1984 1985
£000 £000 £000 £000 £000
United Kingdom 862 1,061 1,092 1,330 1,440
Overseas 140 186 129 269 339
1,102 1,247 1,221 1,509 1,779
The principal export market for The Cloudknoll Group is Europe,
Operating profit/(loss)
Operating profit/{loss) is stated after charging:
15 months Year
ended 31st ended 31st
Year ended 30th September December December
1981 1982 1983 1984 1985
£000 £000 £000 £000 £000
Depreciation 68 52 41 63 71
Leasing and hire charges 12 18 4 4 2
Directors’ remuneration 75 77 63 52 28
Auditors’ remunaration 3 3 4 7 8
Staff costs for the three pericds endad 31st Decembar, 1985:
Wages and salaries 379 472 481
Social security costs 33 42 39
Othsr pansion costs 37 50 87
449 564 557
Interest payable
15 months Year
endod 318t ended 31st
Yaaor anded 30th Septembar  Decembsr  Dacamber
1981 1982 1983 7984 1088
£000 £000 £000 £000 £000
Bank overdrafts and
loans 20 21 18 3R 55
Finanoe chargesin
respeot of hire purchage
contracts and finance
leasss 1 ' 1 - 1 3
Interest on extanded credit
terms with suppliers — - -— - B
Other loans wholly
rapayable within five
yaars —_ — - 5 2
pa| 22 18 44 66
T E
Taxation

In 1981 thers was a taxation cradit of £80,000 being the relrase of a diferred taxation provislon

no lenger required.

No taxation charge arose on profits for tha subsequent pariods as a result of the existance of

unufilised tax losses,

Extraordinary itam

The extracrdinary charge in 1984 related to raorganisation costs ingurrad by SSW follewing lts
scquisition by Cloudknoll, There was no taxation atibutable to these costs.

Earnings/iloss) per share

Earnings/{loss) par share is calculatad by dividing the profitiloss) on ordinary activities after

taxation by the 100 ordinary shares in ssua at 31st Deoember, 1988,
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E Source and Application
of Funds

The source and application of funds of the Cloudknoll Group for the five periods ended 31st
December, 1985, are set out below:

15 months Year
ended 31st ended 31st
Year ended 30th Septamber December December

1981 1982 1983 1884 1585
£000 £000 £000 £000 £00u
Source of funds:
Profitf{loss} on ordinary
activities before taxation {178) {54} (85} (74) 10
Extraordinary item — —_ _ {95) —

Adjustment for items not

involving the movement of

funds:
Depreciation 68
Loss on disposal of fixed assets —

Total generated from/{absorbed
by) operations {110) {2) {43} {108) 81
Funds from other sources:
Proceeds from disposal of

63 71

IS
=

tangible fixed assets 18 3 5 2 —
Loans recelved - —_ —_ 209 —
increase in obligations under
hire purchase contracts and
finance leases — 7 17 11
Loan capita! received —_ — —— 31 —_
Other creditors o — 17 —
(92} 1 {31} 170 92
Application of funds:
Purchasa of tangible fixed
assets (31) (18 (3%} (134} (62)
Purchase of sheresina
subsidiary* — — — (85} —
Loan repayments {10} {10} (10) {28) {35}
Payments under hire
purchase contracts and
finance leases — - (3 (5) {11}
(41) (28) {52} (252} {108}
Working capital (decrease} {133} 27} {83) (82) {16}
Components of (decrease) In
working capital
Stocks and work-in-progress {53} {13} 43 {32) 66
Debturs {40} {11) 3 39 36
Creditors 12 2 {130) {88) {77}
{81) (22} {56) {51) 25
Movements in net liquid funds:
Cash at bank end In hand —_— 1 m — 5]
Bank overdrafts (52) (6) {26) (31 {40)
(52) {5) (27} (31) {41}
=£E£) . (27} (83} {82} {16}
28
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£ Sourgnand *Effects of acquisition of SSW
Application of Funds 4 £o00 £oo0
IContinuted) Net assats acquired:
Tangible fixed assats 377
Stocks 203
Debtors 274
Cash at bank and in hand 1
aus
Creditors 4158
Bank overdraft 191
508
249
Represented by:
Called up share capltal 9
Revaluation reserve 232
Profit and loss account +]
249
Less; Capital resarve on consolidation 184
Cost of shares a8
L ]
F. Consolidated The consolidated balance sheets of the Cloudknoll Group for thae fiva perlods anded 31st
Balance Sheets December, 1985 are set out balow:
21s a1t
Notes 30th Septembar Docembar Degombar
1981 1982 1983 1984 1905
£000 £000 £000 £000 E000
Fixed assets:
Tangible assels 1 180 153 146 448 498
Current assets:
Stocks 2 210 197 240 208
Debtors 3 286 275 2308 248
Cash at bank and in hand 1 2 1 1
497 474 847 884
Creditors: amounts falling .
due within one year 4 382 366 513 648
Netcurrent assets/{liabilities) 148 118 24 {89
Total assets [ess
current liabifities 338 an 179 882
Credftors: amounts falling
due after more than
oneyear:
Lo-ar?s -] (38} (Vi) {18) {184
Other ereditors y — - - )
Obfigations under hire
purchase contracis 8 -— - 3 {0y
200 245 189 120
- smmssey  SNweers—"
Caphtd and raserves:
Called up shars capital
(1984, 1985 £100) 7 8 8 8 -~
Capiial resevve on )
consolidation . — -~ - 164
Revzivation reserve — - - —
Profit and loes account 8 202 228 158 (25
0 243
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4. Notes to the
Consodidated
Balenes Shuets

1 Tangible fixed assets
The tangible fixed assets at 31st December, 198 compyrised:~

Costor Accumulated Net book

valuation  depreciation valus

E000 £000 £000

Long leasahold land and buildings 350 7 343
Plant and machinery 563 413 150
913 420 493

Included in the ameunts for plant and machinery are the following amounts relating to assets

held under hire purchase contracts and finance leases:

Accumulated
Cost  depreciation
£000 £000

The historical cost of the long leasehold tand and buildings included at valuation:

Accumulated
Cost  depreciation
£000 £000

309 21

44 15

Net book
valua
£000

29

Net book
value
£000

288

The long leasshold land and buildings were valued on the basis of a sale with vacant possession
from a witling seller to a willing buyer by Jackson and Son, Chartered Surveyors, on 21st June,

1985.

2, Stocks

Raw materials and consumables
Work-in-progress
Finished goods and goods for resale

3. Debtors

Trade debtors
Other debtors
Prepayments and accrued income

4. Creditors: amountsfallingduewithinoneyear

Current instalment due on bank loan {nota 5)

Current instalment due on loan capital (note 5)

Loans (note 5)

Bank overdraft {see bejow)

Obligaticns under hire purchase contracts and finance leases
Trade creditors

Other taxes and social security costs

Other creditors

Accruals

Amounts due to affiliated companies

The bank overdraft is secured by a second legal charge over the long leasehold land and buildings
and a first fixed and floating charge over the other assets of che subsidiary company.
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31stDecember,
1985

£000

49
222
3

274

31istDecember,
1985

£ooe
362
2

17

381

[ —
e

31stDacamber,
1985

£000

40
6
9
211
10
319
48
10
66
64

784

—
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Motes to the
Consolidated
Balance Sheets
fcontinued)
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5. Loans
Loans repayable within five years:

31st December,

1985

£000

Bank loan 115
Loan capital — 8 per cent. 19
Other toans 17
151

The bank Ioa_n is secured by a first legal charge over the long leasehold land end buildings and a
second floating charge over the other assets of the subsidiary company, It is repayable by
quarterly instalments of £10,000.

The loan capital is repayable by annual instalments of £6,000.

The other loan is interest free and is repayable by quarterly instalments of £2,000.
The current portions of the loans are shown in current liabilities.

6. Obligations under hire purchase contracts and finance leases

Obligations under hire purchase contracts and finance leases in respect of assets which have
been capitalised were as follows:

31st December,

1985

£000

Due within ona year 12
Duein the secand to fifth years 10
22
Less: Finance charges allocaled to future periods {4)
18

Shown as:

Current obligations 10
Non-current obligations 8

18

In addition there were obligations under finance leases in respect of assets which have not been
capitalised as follows:

31st Decamber,
1985
£000

Due within one year 2
Duein the second to fifth years 6

8
Less: Finance charges allocated to future periods {3)

5

7. Share capital

The authorised, allotted, issued and fully paid share capital of Cloudknoll at 31st December, 1985
was 100 ordinary shares of £1 each.

The authorised, allotted, issued and fully paid share capital of SSW at 30th September, 1983 was
8,256 ordinary shares of £1 each.

8. Revaluationtuserves

31st December,

1984 1985

£000 £000

At the beginning of the pericd . —_ —
Arising on revaluation during the period 232 56
Amortigation for the period —_ (1)
232 55

Elimination of pre-acquisition revaluation of SSW (232} L
At the end of the period —_ BB
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G. Noteg to the
Consolidatad
Balance Ehest
{continued)

H. Audited Accounts

9. Profit and loss account

15 months Year
ended 31st ended 31st
Dacember Dacembaer

Year anded 30th September

1981 1982 1983 1984 1985
£000 £000 £000 £000 £000
At the beginning of the pariod 390 292 238 153 {25)
Profit{loss} retained for the
petiod {98) (54) {85) {169} 11
Bonus Issue of shares by S5W —_ — —_ (1) -—
292 238 153 {17} (14}
Elimination of pre-acquisition
profits of 88W — — — {8) -
Atthe end of the period 292 238 153 {25} {14}
10, Deferred taxation
31st December,
1986
£000
Acceleratad capital allowances 42
Less: Taxation losses (42)

The potential liability ta deferred taxation is calculated at 35 per cent..
At 315t December, 1985 there were further unrelieved tax iosses of approximatety £250,000 gross.

If the {ong leasehold land and buildings were sold at their valuation, a tax liability of £76,000
would arise.

11. Events since the end of the year

On 23rd April, 1986 the authorised shere capital was increased to 200 ordinary shares of £1 each.
On the same date 50 ardinary shares were issued to existing shareholders for a cash consideration
of £2,000 each by means of a 1 for 2 rights issue.

The excess of £1,999 per share over the par value is to be credited to a share premium account,

The financial information set out above constitutes abridged accounts {within the meaning of
Seclion 255 of tha Companies Act 1985) and not full accounts. Full accounts have been delivered
to the Registrar of Companies in respect of the five periods, on which Messrs Hawson & Ca,,
Chartared Accountants have made reports for the three years ended 30th Septamber, 1983, and

Arthur Young, Chartered Accountants, have made reports for the two periods ended 31st
December, 1985, under Section 236 of the Companies Act 1985,

Al such reports were unqualified.

Yours faithfully,

ARTHUR YQOUNG
Chartered Accountants
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PART IV

PRO FORMA RESULTS AND NET ASSETS OF THE ENLARGED GROUP

The follcwing are illustrative pro forma profit and loss account of the enlarged Group for the year
endecd 31st Decem ber, 1985 and pro forma net assets of the enlarged Group as at that date. Thage
are based on the sudited consolidated profit and loss accounts for the year endsd 31st December,

1985 and on the consolidated balance sheets at 31st December, 1985 of the Group and the
Cloudknoll Group adjusted as set cut below:

PRO FORMA PROFIT AND LOSS ACCOUNT

£000
Turnover 8,384
Cost of sales and other operating expenses {7,533)
Share of profit of associated company
Operating profit 455
Interest receivable 2
Interest payable {211)
Profit before exceptional items 285
Exceptional items (53}
212
Taxation charge (34)
178
Extraordinary item after taxation 109
287

Notes to the Pro forma Profit and Loss Account

1. The Group share of profit from the Cloudknol! Group has been eliminated from the Group's
rasults,

2. Inter company sales have been eliminated frem turnover and cost of sales,

PRO FORMA NET ASSETS
£000 £000
Fixed assets:
Tangible assets 1,529
Investments 212
1,741
Current assets:
Stocks 1,707
Debtors 2,419
Cash at bank and in hand 35
4,161
Creditors: amounts falling due within cns year:
Bank overdraft 396
Creditors 2,018
2411
Net current assets 1,750
Total assets less current liabilities 3,401
Creditors: Amounts falllng due after more than one year 173
Provision for liabilities and charges 1"
Accruals and deferred Income 48
282
3,258

Notes to thy Pro forma Net Assets

1. The Groun share of net assets of Cloudknoll gince acquisition has been sliminated from the
Group’s balance sheet.

2, Inter company balances have been sliminated.

3. Thenetproceeds to the enlarged Group of a rights issue in Cloudknell, amounting to £80,000,
have been deducted from bank overdraft.

4, Thecosttothe Group of redeeming 168,030 10 per cent. Cumulative Convertible Redeemable
Participating Preference Shares of £1 at £1.20 per share has been added to bank overdraft,

5. The netproceads of the placing, of the new ordinary shares, estimated at £800,000, have been
deducted from bank overdraft.
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PARTV PROFIT FORECAST AND LETTERS

1. Bases and assumptions

The forecast of profit before taxation of the enlarged Group for the yuar ending 318t December,
1986 has been compiled on the basis of the accounting policies currantly adopted by the Group
and the Cloudknoll Grougp as set qut in Part I and Part lll and ireludes the rasults for the three
months ended 31st March, 1986 based on unaudited management accounts. The forecast in
respect of the Group's assoclated company, TML, includes the results shown in the unaudited
rnanagement accounts for the four months ended 30th April, 19886, 20 per cant. of the profits of
the Cloudknoll Group for the first five months of 1986 are incorporated asa share of resutts of an
associated company. Thereafter its results ara consolidated on the basis thatit is a wholly owned
subsidiary of the Company.

The principal assumptions on which the Diractors have based their forecast are:
1. Thare will be no significant changes in interest or exchangr: rates.

2 The operations of the enlarged Group will not be affected by changes in Government
policy.

3. Trading results will not be affacted by industrial disputes, either within the enlarged Group
or at its customers or suppliers.

2. Letters

The following are copies of etters received relating to the profit forecast for the year ending 31st
December, 1986:—

{a)  From Arthur Young, Chartered Accountants:—

The Directors, 27th May, 1986
Eadie Holdings plc,

Victoria Works,

Violet Straet,

Paisley PA1 1PD

Gentlemen,

We have examined the accounting bases and calculations for the profit forecast of Eadie
: Holdings plc and its wholly-owned subsidiaries including Cloudknoll Limited (“the enlarged
: Group'’) for the year ending 31st December, 1986 except that the scope of our work was
j limited by the matter referred to below. The profit foracast, for which the Directors of Eadie
i Holdings plc are solely responsible, referrad to on page 10 of the placing document to ba
I dated 28th May, 1986 has been prepared under the historical cost convention and reflects
tha results of the enlarged Group including associated companies based on the unaudited
management accounts for the three months to 31st Marsh, 1986,

We were not.ablle to examine the enlarged Group’s share of the ferecast resuits of Textile
Mouldings Limited, an gssociated company, amounting to £25,000, and can therefore
exprass nd opinion on this part of the foracast.

Subject to the matter referred to above, in our opinion, the profit forecast so far as the
accounting bases and calculstions are concerned, has been praperly compiled on the basis
of the assumpticns made by the dirsctors set out in Part V of the placing document and on
basas consistent with the accaunting policies normaily adopted by the enlarged Group.

Yours faithfully,

ARTHUR YOUNG,
Chartered Accountants

fa e o s i
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From Parsons & Co. Limited:—

The Diractlors
Eadie Holdings ple
Victoria Works
Violet Straet
Paisley PA1 1PD

Gentlemen,

27th May, 1986

We have discussed with you and with Arthur Young the forecast of rofit Lefore taxation of
Eadie Holdings plc{“the Company”} and its subsidiaries for the yewm ending 31st Decamber,
1986, set out in the placing document to be dated 28th May, 1986. We consider that the

forecast, for which you, as Directors of the Company, are solely responsible, has begen
made after due and careful enquiry.

Yours faithfully,

Elizabeth A. Morton
DIRECTOR, FOR PARSONS & CO, LIMITED




e -2 e & S

JRO

A Tty am e

o AR I S

PART VI

STATUTORY AND GENERAL INFORMATION

1. TheCompanyandits {(a) The Company was incorporated in Scatland {No. 5543) on 24th February, 1904 under the

Capital History

Companies Acts, 1862 to 1900 as a private company limited by shares under the name Eadie Bros.
& Co., Limited. In January, 1967 the name of the Company was changed te Eadie Bros. Holdings
Limited and the Company's trading activities were transferred to Eadie Bros., a then nev»_rlv
incorporated wholly owned subsidiary of the Company. On 23rd May, 1985, pursuant to Special
Resolutions passed on 16th May, 1986, the Company was re-registered as a public limited
company and its name was c¢hanged to Eadie Holdings plc.

{b} On 28th May, 1984, the authorised and issued share capital was as followsi—

Authorised Issued and
fully paid
£ £
59,741 4.2 per cent. Cumulative Preference Shares of £1 each 59,741
10 per cent. Cumulative Convertible Retleemable Participating

336,060  Preference Sharesof £1each{"Participating Preference Shares™} 336,060
940,258  Ordinary Shares of £1 each 672,120

168,030  "A" Ordinary Shares of b0p each _—
1,504,090 1,067,921

{¢} On 7th June, 19856, the authorised share capital of the Company was increased to £1,780,726
by the creation of 553,272 A" Ordinary Shares of 50p each and the Company issued, by way of
rights, 403,272 new "A’ Ordinary Shares of 50p each at par on the basis of 2 new A’ Ordinary
Shares for every 5 Participating Preference Shares and 2 new “A” Ordinary Shares for every
5 Ordinary Shares of £1 each held, in each case, on 1st May, 1985, Following such increase and
issug, the authorised and issued share capital was as follows:—

Authorissed Issued and
fully paid

£ £
89,741 4.2 per cent. Cumulative Preference Shares of £1 each 59,741
336,060 10 percent. Cumulative Convertible Redeemable 336,060

Participating Preference Shares of £1 each

940,259  Ordinary Shares of £1 each 672,120
444,666  "A” Ordinary Shares of 50p each 201,636
1,780,726 1,269,657
= — = §

{d) On 8th April, 1988, options were granted under the Company’s Executive Share Option
Scheme in respect of an aggregate of 140,000 “A" Ordinary Shares of 50p each (equivalent to
360,000 Ordinary Shares of 25p each after the reorganisation of share capital) at a price of £1 per
share, The options are exercisable, except as provided in the Scheme Rules, between the third
and tenth anniversaries of the date of grant.

{e} On 16th May, 1986:—

{1} one qf. every two issued Participating Preference Shares held by each holder was
sub-divided and converted into 2 A" Ordinary Shares of 50p each ranking pari passu in all
respects with the existing “A" Ordinary Shares of 50p each;

(2)  the Cempany was empowered to reduem all of the remaining Participating Preferenc
Shares on or before 14th June, 1986 at par together with a premium of%{lp ger share. Aﬁ
such Participating Preference Sharas were redeamed on 28th May, 1988;

(3)  the Directors were authorised and instructed to allot 739,332 “A” Crdina
C 1 § ry Shares of 50p
gach credited as fully paid, by way of capitalisation of reserve
existing 739,332 “A" Ordinary Shares of 505: 10 the holders of the

{4)  each of the "A" Ordinary Shares of 50p was sub-divided i
S hares of 26 sachy p and converted into 2 Ordinary

{6}  each ofthe Ordinary Shares of £1 was sub-divided into 4 Ordinary Shares of 25p sach;
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2, Share Capital

") the aulhoriseq share capital of the Company wus increased 1o £3.000,000 b the creation of
4,87'_7,096 ordinary shares of 25p sach ranking pari passu in all respects with the existing
Ordinary Shares of 25p mach;

{7} the I:?irentqrs were authorised to allot 880,000 ordinary shares credited as fully paid in
consideration for the acquisition of the share capital of Cloudknoll not already owned:

{8)  the Directors were empowered, pursuant to Section 80 of the Companies act, 1985 {“'the
Act"} generally and unconastionally until 16th May, 1991 to allot relevant securities {within
the meaning of such Section} up to a maximum nominal amount equal to the authorised
but unissued share capital of the Company as at 15th May, 1986:

(9} the Directors were empowered (pursuant to Section 95 of the Act and to the powers given
as outlined in (8) above} until the date of tha next Annual General Meeting of the Company
to allot equity securities (within the meaning of Section 94 of the Act) as if sub-section (1) of
?eqt?odn 89 of the Act dfd not apply to any such allotment provided that such power is
Imited to:—

{a) the allotment of such equity securlties in connection with a rights issue ih favour of
ordinary shareholders where the equity securities respectively attributable to the
interests of all ordinary shareholders are proportionate (as nearly as may be) to the
respective number of ordinary shares held by them; and

(k) the allotment of equity securities of up to an aggregate nominal value of £1,000,000
pursuant o the placing; and

{c) the allotment {otherwise than pursuant to (a) and (b) above) of such equity securities
up to an aggregate nominal value equal to § per cent. of the Company's authorised
share capital,

The Special Resclutions effecting the metters referred to in sub-paragraphs (1) to (9} above are
subject to the condition that in the event that by 3.30 p.m. on 14th June, 1986 permission shall not
have been granted by the Council of The Stack Exchange to deal in the ordinary shares in the
Unlisted Securities Market, each of such Special Resolutions shall be vaid and have no effact
whatsoever. In that event any redemption moneys paid to the holders of the Participating
Preference Shares are to be repaid to the Company on 14th June, 1986,

(f} Save as disclosed above there has been no alteration in the shara capital of the Company
within the two years Immediately preceding the publication of this document.

(a) The authorised and issued share capital as at the date of this document is shown on page
of this document,

{b} Following the placing of 2,436,000 new ordinary shares and the issue of 880,000 ordinary
shares on completion of the acqulsition of Cloudknoll, 2,127,108 ordinary shares reprasenting
19.18 par cent, of the authorised ordinary share capital will remain unissued. Of these
560,000 ordinary shares are reserved for issue under the Company's Executive Share
Option Schems. Save as aforesaid and excapt with the prior approval of the Company in
general maeting:—

(i} noissue of shares which would effactively alter the control of the Company or the
nature of its business will be made; and

fii)  no material Issue of shares {other than to shareholdors pro rata to their existing
holdings) will be made within one year from the date of this docurmnent.

{c) Save as disclossd in paragraph 1 above, in the two years immediately preceding the date
of this document, no share or loan capital of the Company or {axcept for the issue of
shares, of Cloudknoll referrad to in paragraph G.11 of Part lll} any of its subsidlaries has
been issued, agread to be issued, or, save in connection with the placing, is now proposed
to be [ssued, fully or partly pald, either for gash ot for other consideration and, save as
disclosed in paragraphs 4({b) and 17{c) below, no commissions, discounts, brokerages_ or
other special terms have been granted by the Company or any subsidiary In connection
with the issue or sale of any such capital.

{d) Save as disclosed in paragraph 1 above {and in paragraphs 5(b} an_d 9 below) no a_sr_nare or
loan capital of the Company or of any subsidiary is under option or is agreed conditionally
or unconditionally to be put under option,
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The names of the trading subsidiaries and assocliated companies of the Company, their issued
and fully paid share capitals, dates and places of incorporation and principal activities are set out
below. All trading subsidiarles and associated companies are private companies incorporated
with limited liability.

3. TheSubsidiories

lssued and Date and Principal Percentage
Name fully paid  place of activity owned by
share incorp- the
capital oration Company
Eadie Bros. & £1,000,000 22nd November, 1966 Manufacture and  100%
Co. Limited Scotland sule of textile
rnachinery
accessories
Winterbottom £10,000 4th October, 1948 Drawing of wire 100%
(Wiredrawers} Limited England
Alioy Wire Co. £11,110 13th June, 1846 Drawing of wire 100%
Limited England
Pentwyn Precision £40,400 29th March, 1972 Manufacture 100%
Limited England and sale of textile
machinerv
ACCASSONILS
*Cloudknoll Limited E£150 12th January, 1982 Holding company %
England
*The Stalnless Stasl £9,080 1dun February, 1939 Drawing of wire 20%
Wire Co. Limited England
Taxtile Mouldinys £160,000 1st May, 19561 Precision moulding 25%
Limited England of plastics

*The Stainless Steel Wire Co, Limited is a whally owred subsidiary of 1wudknolil of which the
Company presently owns 20 par cent. of the issued shara capital. Unde:. i@ agreement referred
to in paragraph 17{d) betow, the Company has ag: eed, conditional upun untry to the Unlisted
Securities Market, to acquire all the gsusd <hare capitat of Cloudknall which it does not already
own,

{a) Pursuantto an agreement dated 27th May, 1986 {"the Placing Agreament”) Parsons & Co.
Limitad have agreed, subjoct, inter alia, to permission being granted by the Council of The
Stock Exchangs on o1 befora 30th May, 1986 for the ordinary shares of the Company to be
dealt in In the Unlisted Securities Market, to pracure subscribars for or to subscribe for
2,436,000 new ordinary shares at 39p per share.

The Placing Agreement provides, inter alfa, for the Company to pay all the costs of, and
incidental to the spplication for yrant of permission to dee! in the ardinary shares of the
Company in the Unlisted Securities Markel, printing and advertising costs, a commission
of 1% per cent. of the gross proceeds of the issue of tha new ordinary shares and a fee to
Pursons & Co. Limited,

The otal axpenses of the placing payabls by the Company, excluding Capital Duty of
£9,501, are estimated to amount to £150,000 {exclusive of Valus Added Tax].

The Diractors have given a covenant in the Placing Agreament In respect of all the ordinary
shares which they will own in the enlarged share capital of the Company not to sel! any of
such shares until after the publication of the Intarim results of the enlarged Group for the
six months ending 30th June, 1986 without the prior consent of Parsons & Co. Limitad.

In the Placing Agreement the Company has glven general warranties and indemnities to
Parsons & Ca. Limited {including warranties concerning the accuracy of the information
contained in this document).

Sooltish Developnient Agancy has entered into an agreement dated 27th May, 1986 with
Parsons & Co. Limited whareby Parsons & Co. Limited will uss its reasonable endeavours
to procure purchasers for the 894,140 ordinary shares held by Scottish Developmant
Agency at 39p pear share.

4. Placing
Arrangements

(bl

{c)

{d}

{e)

5. Directors and Other
Intarosts

{a) Thebenclicial interests (as defined in the Companies Act 1986) of the Directors in the share
capital of the Company (il immediataly pricr to the placing and the acquisition of Cloudknoll
and (i} immediately following the placing and such acquisition are set out below:—

(i} Immediataly prior to the placing and such acquisition:—

Director

R. C.Mather
P.J.M. Eadie
G. B. Smith
~ W.Graham

AUAY

ordinary
shares

623,896
29,816

fa—

preference
shares

1,363

{ii) immediately following the placing and such acquisition:—

Director

R. C. Mather
P.J. M. Eadie
G. R. Smith
W, Graham
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ordinary
shares

733,896
28,616
110,000
2,000

preference
shares

1,363

% of voting
rights

10.93
0.54

% of voting
rights
8.13
0.34
1.22
0.02




6. Directors’ Service
Agreemants

(o)

{c

{d

—_—

(e)

()

—

(g

{h}

{i}
)

{a)

(b)

{iti) :r: addition:—

{a} both inmediately prior to, and immediately following, the placing and such
acquisition, Mr. R. C. Mather held, and will hold, non-beneficial interests in
214,460 ordinary shares and 6,463 preference shares, having in aggregate 3.87 per
gent, of the voting rights immedia‘ely prior to the placing and such acquisition,
and 2.45 per cent. immediately thereafter;

{b) both immediataly prior te, and immediately following, the placing and such
acquisition ). B. Rickitt & Partners Limited and its subsidiary, | H.R. Associates

ggregate 101,692 ordinary shares; Mr. G, R. Smith

rin |, H. Rickitt & Partners Limited and a director of

Limited, held and will holdin a
is a director of and shareholde

L.H.R. Associates Limited.

On 9th April, 1988, the following Directors were granted options under the provisions of
the Company's Executive Share Option Scheme. The options ware granted inrespect of ‘A’
Ordinary shares of 50p each at an option price of £1 {equivalent to 26p per ordinary share of
25p), and are exerciseable, except as providad in the Scheme Rules, between the third and
tenth anniversaries of the date of grant:—

Director

P.J. M. Eadie
G. R. Smith
W, Graham

B LN

ordinary shares
120,000
140,000
120,000

The Directors have been notified of the following interests cther than Directors’ interests
which carry 5 per cent. or more of the voling rights attached to share capital in the
Company:=—

ordinary preference % of voting
Name shares shares rights
Camellia Investments PLC 441,664 6,269 7.85
Midiand Bank Trust Co, Limitad 147,068 —_ 7.84
Scottish Davelopmaent Agency 894,140 —_ 15.67
Mrs. A, J. Esdie and others 360,960 7.876 G.46

Save as sat out In sub-paragraphs (a), (b} and (c) of this paragraph, the Directors are not
aware of any sharsholding which represents 5 per cent. or more of the issued shara capital
of the Company.

Moessrs. R, C, Mather and G. R, Smith are both diractors of and interested in the shars
capital ef Cloudknoll. Mrs G. E. Mather, the wife of Mr, R. C. Mather, and Mr G. R, Smith
each hold fifteen ordinary shares in the capltal of Cloudknoli, and under the terms of the
acquisition agreement referrad to In paragraph 17(d) befow will, on completion of the
acquisition, each recaive 110,000 fully paid ordinary shares of the Company as consideration
for the sale of their shares In Cloudknoll,

Save as disclosed In paragraph 5(e} abovs, none of the Directors has, or had, any direct or
indirect interest in the promotion of or In any assets which during the two years
immaediately preceding the date of this dooumant have basn acquired or disposed of by, or
leased 1o any mambar of the enlarged Group ar any of its subsidiariss or are proposed to
be asquired or disposad of by, cr leasad to, any mamber of the entarged Group,

Save as disclosed in paragraph 5(e) abovs, none of tha Diractors has any material Interest
In any contract or arrangamant subsisting at the data heraof which 1s significent In relation
1o the businass of tha enlarged Group taken as & whols.

The aggregate emolumaents of the Diractors In tespsct of the Company's financlal year
ended 31st December, 1985 were £97,768 (Including pansion contributions). The aggr ~ te
emoluments of the Directors in reapact of the current financlal yer of the Company enting
on 31st December, 1986 ure sstimatad, under the arrangements in foros at tha dais of this
document, to be approx‘mataly £142,000 {(inclusiva of psnsion contributions).

1. H. Rickitt & Partners Limlted, of which Mr. G, R, Smith is a director and shareholdar, will
recaive a fae of £5,000 (axclusiva of V.A.T.) in connaction with the placing.

Pargons & Co. Limited have agresd to remit to llingwonh & Henniques {Stockbrokers}
Limited, of which Mr. R. C. Mather is Chairman and a shareholder, a commisgicn of 1%
percent. in respect of places procured by them as agants of Parsons & Co. Limitad.,

Each of the Directors has entarad into a sarvice agreement with the Company, dated 27th
May, 1886, for a period nf threa years from 1st June, 1986, tarminable on or after 31st May,
1988 by either party giving to the othar not lese than 12 months notice expiring on or after
31st May, 1988. Each of the Directars, other than Mr. R. C. Mathar is obliged to devots his
whole time and attantion to hig duties with tha Company. Mr. R. C. Mather is part-time
axecutive chelrman and, as such, is required to devots such tima and attention to the
business of the Company as shall parmit him, praperly and sffectively, to carry out his
duties. The current annual salarias of the Directors under thase agreements {all of which
are subject to review) are, Mr. R. C. Mather £22,000, Mr. P. J. M. Eadle £35,500, Mr. G, R.
Smith £40,000 and Mr, W, Graham £30,000, The Company provides sach of tha Directors
with a motorcar.

Save as aforesaid, thers are no existing or proposad service or consultancy agreements
betweean the Directors and the Company or any of its subsidiaries which do not expirs, or
are not determinable by the employing company, without payment of compensation (other
than statutory compansehon) within oneg yaar,
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7. Premises The Group aperates from the tollnwing premises:—

Company Premises Usy Tenure Rent Expiry Date Square ft
perannum {approx.}

1.EadieBros.  VictoriaWorks Worksand Feudal —— -- 55,000
Violet Street Offices
Paisley

2.Eadie Bros.  Hillside Offices Leasehold £8,125 30h 3,000
Brook Street November,
Knutsford 1989

3, Winterbottom Oxspring Mill  Worksand Freehold — — 36,500
Oxspring Offices
Nr. Sheffield

4, Alloy Cradley Road  Worksand Freeheld — — 34,500
Cradley Heath  Offices
West Midlands

B, Pentwyn Pontnewynydd Worksand Freehold — m— 200
Industrial Estate Offices
Pontypool,
Gwent

6. 35W Hillsborough  Worksand Leasehold £6,000 24th March, 36,000
Works Estate  Offices 2059

8. Articles The Articles of Assoctatic.n of the Company contain provisions, inter alis, to the following effect;—
{a) Rights of holders of erdinary shares and prefarence shares
{iiy Dividends

The preference shares are entitled to a net cash dividend of 4.2 per cent. per annum of
the amount pald up or credited as patd up thereon. The preference dividends rank in
priority to all dividends payable on the ordinary shares and are payable half yearly in
arrears by equal payments on 30th June and 31st December in each year.

Subject thersto, and to any special rights which may be attached to any class of
shares, the balance of the profits of the Company available for dividend and resolved
to be distributed shall be cistributed amongst the holders of the ordinary shares
according to the amounts creditnd as paid up on the ordinary shares held by them
respectively.

{i}y Capitai
On a return of capital on a winding up of the Company or otherwise, the assets of the
Company available for distribution to the members of the Company shail be applied,
first In paying to the holders of the prefsrence shares the amounts paid up on such
shares together with all arraars of dividend and dividend accrued from the last date of
payment thereof to the date of winding up, such payments of capital and dividend
ranking in priority to any repayment of capital to any other class of sha raholder and
subject to payment to the holdars of the ordinary shares of the capital paid up or
cradited as paid up thereon, in paying to the holders of the preference shares a
premium of £1.50 per share. Therealter any balance of assets shall belong and be
distributed amongst the holders of the ordinary shares according to the amounts paid
up or credited as paid up on the ordinary shares held by them respectively.

{iii) Voting
Subject to disenfranchisement in the event of non-compliance with a statutory notice
raquiring disclosure ag to beneficial ow.ership, and subject to any speclal tarms as to
voting on which any share may be held {no shares having been issued subject to
speclal tarms) every mamber prasent in person shall on a show of hands have ane
vote and every member present in person or by proxy shall on a poll have ons vote
for every share of the Company held by him.

(b} Variation of Rights

All or any of the rights or privileges attached to any class of share may, subject to the
Companies Act 1985, be varied or abrogated either with the consent in writing of the
holders of at least three-fourths of the nominal amount of tha issued sharas of that class or
with the sanction of an Extraordinary Resolution passed at a separate meeting of the
hotders of tha Issued shares of that class but not otherwisa.

{c) Directors:—

(i) A Director shal! not, save as provided in (il) below, vote in respect of any contract or
arrangemant or any other proposal whatsoever in which he has a material interest
otherwise than by virtue of his interests in shares or debentures or other securities of,
orotherwlisein orthrough, the Company. A Director shall not be counted inthe quorum
at a meating in relation to any resolutions on which he is debarred from voting.

{iiy A Director sh‘a;. {in the absence of some matarial interest other than is indicated
below} l?e rntitled to vote {end be counted in a quorum} in respect of any resolution
concerning any of the following matters, namely:—

’ ;':} 1 the giving of any security or Indemnity to him in respect of money lent or

obligations Incurred by him at the request of and for the benefit of the Company
or any of its subsidiaries;
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9, Executive Share
Option Scheme

2 the giving of any security or indemnity to a third party in respect of a debt or
obligation uf the Company cr any of its subsidiaries for which he himself hag
assumed responsibility in whole orin part under a guarantee or indemnity or by
giving of security;

3  any proposal concerning an offer of shares or debentures or other securities of
or by the Company or any of its subsidiaries for subscription or purchase in
which offer he is or is to be interested as a participant in the underwriting or
sub-underwriting thereof:

4 any proposal concerning any other company in which he is interested directly or
indirectly and whether as an officer or shareholder or ntherwise howsoever,
provided that he is not the hoider of or beneficially interested in one percent, or
more of any class of the equity share capital of such company (or of a third
company through which his interest is derived) or of the voting rights available
to members of the relevant company (any such interest being deemed to be a
material inteiest in all circumstances);

5 any proposal concerning the adoption, modification or operation of a
suparannuation fund or retirement benefit scheme under which he may benefit
and which has been approved by or is subject to and conditional upon approval
by the board of Inland Revenue for tax purposes.

{iii} In addition to any salary or other remuneration which may be paid to the Directors
under or pursuant to {v) balow, the remuneration of the Directors, as such, shall be
such sum as may, from time to time, be determined by the Company in General
Meeting.

{iv) The Company may repay to any Director all such reasonable expenses as he may
incur In attending and returning from meetings of the Directors, or any committee of
the Directors or General Mestings or otherwise in or about the business of the
Company.

vl Any Director who is appointed to any executive office or who otherwise performs
services which in the opinion of the Directors are outside the scope of the ordinary
duties of a Director may be entitled under the Articles of Association to such
remuneration by way of salary or otherwise as the Directors may determine.

{vi] The Directors on behalf of the Company may give and award pensions, annuities,
gratuities and superannuation or other allowances =+ benefits to any Director or to his
wife, widow other relatives or dependants and may make any contributions to any
fund and pay premiums for the purchase or provision of any such pension, annuity,
gratuity, commission and superannuation or other allowance.

{vii} Directors shall not be capable of being appointed or be re-elected a Director after
having attained the age of 70 and are required to retire by reason of their having
attained that age.

{viil) A Director shall not requira a share qualification.

{d) Borrowing Powers

The Directors may exercise all the powers of the Company to raise or borrow money and to
mortgage or charge its undertaking, property and assets, both present, and future {including
uncalled capital), and to issue debentures or other securities whether outright or as
collateral security for any debt, liability or obligation of the Company or any third party. The
aggregate amount at any one time owing by the Company and all its subsidiaries in respect
of monies borrowed by the Company or any of its subsidiaries other than from any othar of
such companies) shall not at any time without the previous sanction of the shareholders in
General Meeting exceed the sum equivalent to one and one-half times the aggregate of the
nominal capital of the Company for the time being Issued and paid up and the‘amounts
standing to the credit of the consolidated capital and revenue reserves {including share
premium account, capital redemption reserve fund, profit and loss account and debenture
stock sinking fund} of the Company and each of its subsidiary companies and the amounts
standing to the credit of government grants, defarred revenue account or ot'.ar accounts
of a similar nature of the Company and its subsidiaries, after adjustment as specified in the
relevant articles.

The Company has, with ithe authority of an Ordinary Resolution passed on 7t_h June, 1985,
adopted an Exscutive Share Option Scheme {“the Scheme"”), the Rules of which have been
approved by the inland Revenue under the provisions of the Finance Act, 1984, The"Scipeme_ was
adopted prior to the capital reconstruction and, accordingly, throughout refers to A" Ordinary
Shares rather than ordinary shares. The following is a summary of the pI‘In‘CIpal terms of the
Schame which proceeds on the basis that options are granted in respect of ordinary sha, es of 25p
eachi—

1. Under the Scheme, the Board may grant options to acquire ordinary shares in the Cor_npany
to any full-time Director or qualifying employee of the Company or of a_st_Jbsldia-ry to which the
Scheme may have been extended (the Company and each such subsidiary being hereinafter
called ""a Participating Company”). For the purposas of the Schema, a person is regar_ded as a
full-time Director of a company if he is obliged to devnte to the perfarmance of the duties of his
office or employment with the company (or with the company and any other Participating
Company) not less than 25 hours per week. A qualifying employee, in relation, to a company for
the purposes of the Scheme, is an employee of the company mthgrthan onawhois a Directorof a
Participating Company) who Is required, under the terms of tis employment, to work for the
company {or for the company and any other Participating Companv) for at least 20 hours per

week.
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2, The price at which any ordinary share may be acquired by the exercise of an option grantad
to any purson under the Scheme is to be determined by the Board before the grant thereof and,
subject to the following provisos, will normaliy be the highest of:— (il 30p; and,(u) one:third of
the equity net tangible asset value per share; and {iii) eight times the adjusted aquity earnings per
share; both in the case of {ii} and (iii) above as derived from the audited consolidated published
Accounts of the Company and each Participating Company in respect of the last completed
accounting period i .diately preceding the Grant Date;
Provided always tnat notwithstanding the foregoing:—

{a) if at the relevant time the ordinary shares are listed in The Stock Exthange Daily Official
Lisy, live puica iz o be nel e legs than the middle-market quotation of an ordinary share (as
derived from that List] on a dealing day falling within the period of 30 days ending with the
Grant Date;

{bi if paragraph {a} above does not apply, the price is to be not less than the market value
{within the meaning of Part VIl of the Capital Gains Tax Act 1979) of an A" ordinary share,
as agreed for the purposes of the Scheme with the Shares Valuation Division of the Inland
Revenue, on a day falling within the period of 30 days ending with the Grant Date; and

{c) the price shail not be |ess than the nominal value of an “A" ordinary share,

3. The number of ordinary shares issued pursuant to options granted under the Scheme may
notexceed 800,000 ordinary shares {subject to adjustment in the event of certain variations of the
Company's capital) or 10 per cent. of the issued ordinary share capital of the Company from time
to time, The amount for which ordinary shares may be subscribed under any option granted to
any participant under the Scheme and under any other Scheme approved under Schedule 10 to
the Finance Act 1984, may not exceed the limits imposed by the Finance Act, 1984, which are
broadly 4 times the higher of his PAYE earnings for the currert or preceding year, or £100,000
whichever is the greater,

4. All ordinary shares issued under the Scheme will rank pari passu in all respects with the
ordinary shares in the Cornpany for the time being in issue save as regards any rights attaching
thereto by reference Lo a racord date prior to the date of issue,

5. An option, under the Scheme, may not, except in the clrcumstances mentioned below, be
exercised earlier than 3 years from the date on which |t was granted and thereafter may, unless it
haslapsed, be exercised during the perlod ending 10 years from such date.

6. On the death of an option holder, a subsisting option may, unless it lapses in the
circurnstances set out in sub-paragraphs 8 or 10 below, be exerclsed by his personal reprasantatives
during the period ending one year from his death, after which it will lapse.

7. An option holder who ceases to be employed by the Company on narmal retirement
(including early retirement at the Board's discretion) may exercise his options during the period
of 18 months from the date of his retirement.

8. An option holder who ceases to be employed by the Company by reason of injury, disability
or redundaney, may exercise his options during the period of § months from the date of his
cessation of employment or, if later, during the period of three years from the date an which the
option was granted.

9. If an option hoider ceases to be employed by the Company in other circumstances, all his
options will lapse.

10. If, before the exercise of an option, the company with which the option holder is employed
ceases to ba a Participating Company, the option may be exercised and, sublect to 6 above, must,
if at all be exercised within the period of six months following such cessation or 36 months after
the date of grant of the option, whichever s the later,

11. If, as a result of an offer to acquire shares of the Company, control of the Cumpany is
obtained by any person (or persons acting in concert) the Diactors are bound, within 7 days of
becoming aware of the same, to notify evary participant in the Scheme and {subject to 6 to 10
inclusive above) an option may be exarcisad during the pericd of one month (or such longer
period as the Directors may permit} of such notification.

12, [fimm

{a) any person becomes bound or entitled to ecquire shares under Sections 428 to 430 of the
Companies Act, 1985; or
{b} the Court sanctions a compromise or arrangement In connection with a scheme for
reconstruction or amalgamation of the Company with any other company or companies;
or
{c] 1fthe Company passes s Resolution for or an order is made for the compulsory winding-up
of the Company,
the Board is bound te notify avery participant and any subsisting option may, subjectto 5,6,7,8
and 10 above, be exercised within one month of such notification and to the extent that it is' n'ot
exercised within that period, the option shal! thersupon lapse.
13. The Board shall have power at any time to terminate, alter or add to ail or any of the
prov.lsfons of the Scheme or the terms of any option granted under the Scheme In any respect
i:}:lt:{)e&t tgkl’r:lgnd Revlenfu?hapgrova!) excapt that no such alteration or addition shall be made
i roval of the Compa i i !
iy prtf?:ipantﬂd e the C pany in general mesting which operates to the advantage of
(a) eligibility of participation;
{b) the number of shares avallable for the Scheme and for individual participants:
(c) the basis of subscription Inciuding the share price; '
{d) the votln_g, dividend, tran_sfer or other rights including those arising in liquidation; and'
(e} ;n ac;ree;?al::lemggttirt‘c;?ubmlt any such above changes for the prior approval of the Company
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10. Working Capital

11. Materiat Changes

12. Taxation

13. Minimum
Subscription

14. Application Lists

15. Litigation

16. Consents

-—

17. Material Contracts

18. General

19, Registration

-

/‘

~

—

14. Atths date of this document, options in respect of total of 560,000 ordinary shares have been
granted under the Scheme.

The Directo_rs consider that, taking Into account the bank facilities avaitahle to the enlarged Group
and_tr_ne astimated net proceeds of the placing of the new ordinary shares, the enlarged Group has
sufficient working capital for its present requirements,

Save as disclosed herein, there have been no material changes in the trading or financial pasition

of the enlarged Group since 31st December, 1985, the date to which the last audited accounts
were made up,

Clearance has been obtained under section 464 of the Income and Corporation Taxes Act 1970 in
respect of the raorganisation of the share capital of the Company priorto the placing.

The minimum amount which, in the opinlon of the Directors, will require to be raised by the
placing of new ordinary shares for the purposes mentioned in paragraph 2(a) of Part | to the Third
Schedule to the Companies Act 1985 Is, In respect of sub-paragraph {i}, nil; sub-paragraph {if)
£14,250; sub-paragraph (iii} nit; and sub-paragraph (iv} nil,

The application lists will openat 2.00 a,m. on 2nd June, 1986 and may close at any time thereafter.

The Directors are not aware of any fitigation or claims of material Importance pending or
threatened against an; member of the enlarged Group,

{al Arthur Young have given and have not withdrawn their written consent to the issue of this
document with theinclusion herein of theirreports, their letter relating to the profit forecast
and their name and with the references thereto in the form and context in which thay
respactively appear.

{b} Parsons & Co. Limited has given and has not withdrawn its written consent to the jssue of
this document with the Inclusion of its letter relating to the profit forecast and its name and
with the references thereto in the form and context in which they respectively appear.

{c} Jackson and Son have given and have not withdrawn their written consent to the issue of
this document with the inclusion therein of the reference to their valuation in the form and
context in which it appears.

The following contracls ar~ the only contracts entered into by the i up, otherwise than in the
ordinary course of business, during the two years preceding the date o' this document which are,
or may be considerad, materiali—

(a} an agresment dated 28th June, 1984 betwaen Eadie Bros. and Campbell Dean Boadle and
others for the scquisition by Eadie Bros. of the whale of the issued share capital of Pentwyn
for a consideration of £40,000;

{(b) an agreement dated 28th June, 1984 between Pentwyn, Campbell Dean Boadle and Eadie
Bros. underwhizh Pentwyn undertook to pay to Mr Boadle a royalty for a pertod of 12 years
of 7 per cent. of the net sales value of the products menufactured by Pentwyn;

(e} an agreement dated 16th May, 1985 between the Company and lllingwarth & Henriques,
Stockbrokers, whereby lllingworth & Henriques agreed to underwrite the issue of 307,472
new ‘A’ Orcinary Shares of 50p each at par in exchange for a total commission of 1% per
cent. (plus VAT) of the gross proceeds;

{d) an agreement dated 23rd April, 1986 betwagn the Company and Lewis Smith and others
for the acquisition by the Company of the share capital of Cloudknoll not already held by
the Company, the consideration being the issue of 880,000 ordinary shares of the
Company; and

{e) the Placing Agreement dated 27th May, 1986 between the Company, the Directors and
Parsons & Co. Limited as described in paragraph 4 above.

The financial information concerning the enlarged Group contained in this document does not
amount to full accounts within the meaning of Section 254 of the Companies Act 1985, Full
accounts relating to each financial peried up to 31st December, 1985 have been delivered to the
Registrar of Companies, The Auditors lave made a report inder Section 238 of the Companies
Act 1985 in respect of each such set of Accounts and each such report was an unqualified report,

A copy of this document has been delivered to the Registrarngompanieg for_registration, having
attached to it a copy of the placing letter with attached Form of Application to be Issued py
Parsons & Co, Limited, tha consents mentioned in paragraph 16 above and each of the materagl
contracts mentioned in paragraph 17 above, and the statement of adjustments referred to in

paragraph 20{e) below.
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20. Documents for
Inspection

Coples of the following documents may be nspected at the offices of MacRoberts, 81 West
Geotge Street, Glasgow G2 1PA and Parsons & Co. Limited, 84/36 Warnford Court, Throgmorton

Street, London, EC2N 2AT during usual business

hours on weekdays {except Saturdays and

public holidays) for the period of fourteen days from the date of publication of this documenti~—

{a)
(b}

{c)

(d)
{e)
f
(g}
{h}
)
i

the Memorandurm and Articles of Association of the Company;

the audited consolidated accounts of the Group for each of the three years ended 31st
December, 1985;

the audited accounts of SSW for the period ended 30th September, 1983 and the audited
consalidated accounts of Cloudknoll and its subsidiary for the two periods ended 31st
December, 1985;

the Accountants’ Reports on the Group and on the Cloudknoll Group;

the statement of adjustments to the Accountants’ Report on the Cloudknoll Group;
the service agreements referred to in paragraph 6 above;

the materiai contracts referred to in paragraph 17 above;

the written consents referrad to in pa ragraph 16 above;

the profit forecast letters set out in Part V above; and

the terms and conditions of the Company's Executive Share Option Scheme referrod to in
paragraph 9 above.

Dated 28th May, 1986
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