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Specification, design and
installation

Securing property, people and
possessions

Spearheading the digital
revolution

All customers are individual,
with problems and demands
that are unique to their own
field of business. Aided by heavy
investment in developing and
fine-tuning its key operational
aspects of project management,
support structure and ongoing
customer care, Quadrant Video
Systems plc’s (QVS) dedicated
team of specifiers, technical sales
engineers and designers have an
industry acknowledged
reputation for providing
customers with a host of first
class, tailor made security
surveillance and access control
solutions.

The desire for safety and security
resides deep in the human
psyche. It is a natural and
fundamental part of our make
up which nowadays, with the
advent of modern technology, is
inspiring the development and
installation of ever more
effective security systems.

Large-scale CCTV surveillance
systems produce a vast amount
of camera image data. Providing
a host of customer benefits,
Synectics has developed a
revolutionary application of
advance technology (IT) and
broadcast digital video to create
a powerful and flexible suite of
digital recording solutions.

Synectics’ reputation as
the UK’s leading
manufacturer of
advanced CCTV control and
digital recording equipment has
been further strengthened, with
its SynergyPro CCTV system
control software winning a
prestigious security industry
award for product innovation.

Designed in partnership with
IBM, the unique solutions bring
together ‘best of breed’ data
storage equipment with
Synectics’ sophisticated digital
image processing technology.
Delivering the next generation of
IT based CCTV security systems,
these advanced solutions enable
customers to realise a fast return
on investment, coupled with fast
access to increased evidential
picture quality recording and
playback.

Synectics’ unique SynergyPro
user interface won through on
the proposition that it ‘creates
the optimum control and
administration environment,’
providing a comprehensive and
easy to use touch-screen user
environment for the control of
CCTV and associated systems allowing operators of major
CCTV schemes to get the most
from their systems and maximise
performance.

Such an important and complex
subject demands expert advice
and consultation, which is why
so many companies turn to QVS
for guidance. With over 30 years’
experience, QVS has an
unrivalled reputation and is one
of Britain’s leading CCTV
surveillance and access control
installation companies.

Award-winning
CCTV control

For more information about Quadnetics Group please contact us at:
North Court House, Morton Bagot, Studley, Warwickshire, B80 7EL
Tel: 01527 850080 Fax: 01527 850081 e-mail: info@quadnetics.com
or visit our website: www.quadnetics.com
Registered number: 1740011

Quadnetics

The client list of Quadnetics’ group companies is as varied as it is long.
Large or small, simple or complex, Quadrant Video Systems plc (QVS)
has the expertise, experience and resources to address all matters of
electronic security, for any kind of organisation.
Problem solving is QVS’s speciality, be it a question of security or
process control surveillance, or access control. This, coupled with QVS’s
distinct ability to understand a clients’ needs and foster long-term
relationships, ensures that time after time, satisfied customers keep
returning to QVS.
Synectic Systems Limited’s (Synectics) CCTV control and digital
recording equipment is installed and specified throughout a diverse
and prestigious client base. Featuring security industry award winning
products, many with unrivalled performance, Synectics’ equipment and
systems span the world, supporting a broad range of customer
applications.

Front Cover: London’s West End CCTV scheme entrusts
its systems control to Synectics’ 2003 award-winning
SynergyPro touch-screen operator interface.
(Photo: courtesy of Atec Security Ltd)
Opposite, CCTV installations featuring Synectics’ double award-winning systems control equipment.
Opposite: Embracing the latest advances in surveillance
technology, Sheffield’s £4 million city centre and urban
wide CCTV system is spearheading the digital
revolution, with award-winning control and digital
recording product solutions from Synectics.

Top left: Belfast Waterfront Hall
Top right: Warwick Castle
Bottom: Port of Dover
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THE

Chairman’s
Statement

PETER RAE CHAIRMAN

The Company has delivered a strong
performance in the year to 31 May
2003. I am therefore pleased to
announce, subject to shareholder
approval, the recommencement of
dividend payments.
After several years of hard work and
investment,
the
Company
has
established a pre-eminent position in
the market for advanced and complex
CCTV and security systems, and the
financial rewards are now being
realised.

Highlights
●

Sales up by over 50% to £20.3 million
(2002: £13.4 million)

●

Operating profit of £1.4 million
(2002: £0.1 million)

●

Profit before tax of £1.4 million
(2002: loss of £0.8 million)

●

Strengthened balance sheet

●

Dividend payments recommenced
at 2p per share

Sales improved by more than 50 per cent
to £20.3 million from £13.4 million last
year, and profit before tax increased to
£1.4 million. No tax is payable for the
year due to the benefit of brought
forward losses.
The Group balance sheet at 31 May
2003 is in a strong position with net
assets of £5.5 million, and minority
interests fully eliminated following the
issue of 987,800 Ordinary shares to
acquire the outstanding 21% interest in
Quadrant Video Systems plc and
Synectic Systems Limited. The Group
finished the year with net funds of
£3.3 million compared with net debt of
£0.9 million at 31 May 2002, although
this was partly an overly flattering
position because of unsustainably
favourable cash collections on a
number of contracts shortly before the
year end. Nevertheless the underlying
position was, and remains, positive.
Your Board is recommending the
payment of a dividend of 2 pence
per share, which will be paid on
10 December 2003 to shareholders on
the register on 7 November 2003.
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Our industry is robust and growing
rapidly as it is recast in the digital era.
We are seeing rapid and sustained
growth in demand as the benefits of
advanced CCTV products and services
gain recognition. Our position within
that industry is assured by virtue of our
dominance of the public space
surveillance sector of the market and
our evolving product line, which utilises
advanced proprietary technology.
We are moving rapidly to the position
of being suppliers of products as well as
projects. Our award winning products,
including the Synergy control system
and TLL (Time Lapse Later) video data
management software, have generated
enthusiastic interest across the whole
video imaging market.
We are confident of significant further
advances in the Group’s financial
performance, and we anticipate
making further announcements in
relation to ongoing business within the
next few months.
29 September 2003

Right: Quadrant Video Systems plc
maintains its acknowledged reputation
for quality and support by using its
own in-house teams of engineers.
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Chief
Executive’s Report
THE

RUSS SINGLETON CHIEF EXECUTIVE

I am delighted to report that Quadnetics
has successfully completed its first full
financial year of operations as a
focused CCTV and security specialist
having met or exceeded all of the
Group’s primary objectives.
Quadnetics achieved its aim of strong
organic growth, by exploiting its
leading position in the high-complexity
end of the CCTV and security systems
market, thereby gaining further UK
market share.

I am delighted to report that
Quadnetics has successfully completed its
first full financial year of operations as a
focused CCTV and security specialist
having met or exceeded all of the
Group’s primary objectives.

Our sales increased by over 50 per cent,
up from £13.4 million to £20.3 million.
Operating profit rose from £0.1 million
to £1.4 million, representing a return
on sales of 7 per cent, and a return on
capital employed of 32 per cent. Profit
before tax for the year was £1.4 million.
Within the CCTV security market,
Quadnetics’ activities span:
●
●

●
●

consultancy and system design
system sales, installation and
maintenance
rental and leasing
systems software and equipment
manufacture

Quadnetics is active in over 15 market
sectors including banks and building
societies, utilities, housing, police and
enforcement, medical, transport, retail
and property. Our uniquely broad
range of technical and commercial
capability has allowed us to capture a
significant share of the growing digital
systems market, and to increase our
market share overall during the year.
Quadnetics’ policy is to use “best of
breed” practices and components at all
stages throughout our operations.
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To keep this on track we have our
operations certificated and regularly
audited to the latest ISO9001
standards.
A concrete example of the success of our
strategy is the acclaimed and recently
completed Sheffield Wide Integrated
Switching Systems (SWISS) project. This
project represents one of the largest and
most technically challenging CCTV
systems installed in the UK bringing
together all elements of Quadnetics’
capabilities, encompassing design and
consultancy skills, project management,
development, manufacture, management
and maintenance.
One of the major challenges for the
Group is taking our market leading
solutions and products further into the
international arena. Our aim is to
accomplish this largely through
partnerships with established companies
with a local presence, rather than
through major investment in our own
infrastructure. We have begun a joint
marketing initiative in North America
with Barco and our business partnership
with IBM has seen our digital recording
solution achieve ServerProven status.
This valuable seal of approval is helping
us further leverage our international
opportunities.
Product development
In the UK we are seeing many new
prospects fuelled by digital technology,
with large-scale digital recording
integrated to bolt-on technologies such
as automatic number plate recognition
(ANPR), and facial recognition as well
as existing access control and building
management systems (BMS).

THE CHIEF
EXECUTIVE’S

Synergy, our user interface
product and winner of the
coveted BSIA 2003 (British
Security Industry Association)
award, has the ability to bring
these applications together into a single
control environment providing secure
local and remote access.
Our patent pending technology called
Time Lapse Later (TLL) represents a
significant worldwide opportunity for us.
The TLL process stores images at high
quality all the time, but after 24 hours it
begins gradually to reduce the number of
pictures stored per second from real time
down to eight pictures per second after a
week, to a “tail” of just one picture per
second after a month. At no time is the
image quality degraded and the process is
so efficient that images can easily be
stored for evidential purposes for several
years. Discussions are under way with
potential partners to take this product to a
wider market outside our current
customer base.

Review of
Last Year
Outlook
Going forward, our objectives are to
continue to build on the success to date
and develop the international side of our
business, which has the potential to grow
significantly as we export the combined
expertise gained in major surveillance
systems in the UK to other territories.
Many of our existing products have
become industry standards and we
continue to develop new products, such as
Time Lapse Later, which we believe will
become the accepted systems of the
future.
I would like to thank personally our
people for their hard work and dedication
to the business and look forward to
another successful year.
29 September 2003

Installation and maintenance
Following last year’s 475 camera
installation linking over 20 car parks across
the City of Manchester into a state-of-theart digital control room, we have
continued to work closely with NCP to
design a new UK-wide control room
strategy. The first such installation has
recently been completed in London where
28 car parks are linked to the new control
facility. The Group now also provides
maintenance and support services to the
national network of NCP car parks.
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Directors and
Advisers
Directors

Auditors

PM Rae* (Non-executive Chairman)

PKF
New Garden House
78 Hatton Garden
London EC1N 8JA

JM Cangardel* (Non-executive Director)
DJ Coghlan* (Non-executive Director)
NC Poultney (Finance Director)
RC Singleton (Chief Executive)
NJ Taylor* (Non-executive Director)
* member of Audit and Remuneration Committees

Solicitors
Macfarlanes
10 Norwich Street
London EC4A 1BD

Secretary and Registered Office
NC Poultney
Quadnetics Group plc
North Court House
Morton Bagot
Studley
Warwickshire B80 7EL
Tel: 01527 850080
e-mail: secretary@quadnetics.com

Registrars and Transfer Office
Capita Registrars
The Registry
34 Beckenham Road
Beckenham
Kent BR3 4TU

Corporate Communications
Bankers
Barclays Bank PLC
15 Colmore Row
Birmingham B3 2EP

Bankside Consultants Limited
St Mary Abchurch House
123 Cannon Street
London EC4N 5AU

Stockbrokers
Brewin Dolphin Securities Limited
34 Lisbon Street
Leeds LS1 4LX

Right: Described as ‘one of the most technologically
advanced systems in the world’, Sheffield’s 150 camera
CCTV surveillance system boasts Europe’s largest digital
video recording capacity and includes a fibre-optic
network installed by Quadrant Video Systems plc.

6

7

Report of the
Directors
FOR THE YEAR ENDED 31 MAY 2003

The Directors present their report together with the audited financial statements for the year ended 31 May 2003.
Principal activities
The principal activity of the Group during the year was the provision of advanced CCTV and networked video systems and related
services.
Review of business and future developments
The consolidated profit and loss account for the year is set out on page 14.
A review of the Group’s activities during the year and its prospects for the future are contained in the Chairman’s Statement on page 2
and the Chief Executive’s Report on pages 4 and 5.
Group results and dividend
The consolidated profit after tax before minority interests for the year was £1,407,000 (2002: loss of £(752,000)).
£232,000 has been charged to minority interests in respect of the minority share of profits of Quadrant Video Systems plc (“QVS”) and
Synectic Systems Limited (“Synectics”) for the period from 1 June 2002 to 5 February 2003, when the minority interest was reacquired
(see below and note 25). Thus the consolidated profit for the year after taxation and minority interests was £1,175,000 (2002: loss
£(744,000)).
Following the completion of the capital reduction, noted below, the Company is now able to recommence the payment of dividends,
and the Directors recommend the payment of a final dividend of 2p per share, totalling £150,000, on 10 December 2003 to
shareholders registered on 7 November 2003.
The retained profit for the year of £1,025,000 (2002: loss of £(744,000)) has been transferred to reserves.
Capital reduction
Following approval by the Company’s shareholders at an extraordinary general meeting on 12 February 2003 and the subsequent
approval by the High Court on 5 March 2003, the Company utilised balances of £8.4 million on the share premium account and the
capital redemption reserve to eliminate the deficit on the profit and loss account as at 28 February 2003. Further details are set out in
note 23.
Minority interests
On 27 January 2003 the Company exercised a call option to acquire SJC 120 Limited, a company which held a 21% interest in both QVS
and Synectics, and was owned by certain managers in those two companies. 987,800 Ordinary shares of 20p each were issued as
consideration on 5 February 2003, under the terms of an agreement approved by shareholders on 27 February 2002. Further details
are set out in note 25.
Research and development expenditure
The Group has continued to invest in research and development during the year incurring costs of £0.2 million which have been
written off to the profit and loss account.
Directors
The Directors of the Company during the year ended 31 May 2003 were JM Cangardel, DJ Coghlan, NC Poultney, PM Rae, RC Singleton
and NJ Taylor.
In accordance with the Articles of Association of the Company, RC Singleton and NJ Taylor retire by rotation at the Annual General
Meeting and, being eligible, offer themselves for re-election at the Annual General Meeting.
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Substantial shareholdings
The Company has been notified that on 26 September 2003 the following shareholders, other than Directors, had interests amounting
to in excess of 3% of the issued Ordinary share capital of the Company:

NUMBER
OF SHARES

Montpellier Group PLC

1,095,492

Carlton Communications plc

320,000

Florida Keys Limited

200,000

Directors’ interests in the Company
The Directors’ interests in the Company’s Ordinary share capital at 31 May 2003, which were all beneficial, are shown in the
table below:

DJ Coghlan

31 MAY
2003
NUMBER
OF SHARES

31 MAY
2002
NUMBER
OF SHARES

1,930,875

1,930,875

JM Cangardel

917,125

917,125

RC Singleton

537,750

37,750

PM Rae

462,191

462,191

NJ Taylor

152,500

152,500

NC Poultney did not have any interest in the shares of the Company, other than in respect of share options.
The interests of the Directors in the Company’s share option schemes are included in the Remuneration Report on page 12.
There have been no movements in the above interests between the year end and 26 September 2003.
Employees
The Group’s policy is to consult and discuss current developments within the Group with employees and to take account of their views
in making decisions likely to affect their interests.
The Group makes every effort to recruit and continue the employment, training and promotion of those persons who are or become
disabled.
Policy on the payment of suppliers
The Company’s policy during the year was to pay suppliers in accordance with agreed terms and this policy will continue for the year
ended 31 May 2004.
For the year ended 31 May 2003 the Company settled outstanding invoices on average within 31 days.
Auditors
A resolution to reappoint PKF as Auditors will be proposed at the Annual General Meeting.
Authorities to buy the Company’s own shares, allot shares and disapply statutory pre-emption rights
The following resolutions will be proposed at the Annual General Meeting:
1) An Ordinary Resolution to authorise the Directors to allot Ordinary shares of up to £648,030 in nominal value. In accordance with
guidelines issued by the Association of British Insurers, this figure comprises one-third of the issued Ordinary share capital, plus the
maximum nominal value of the shares which the Directors could be required to allot if the holders of share options exercise their
rights to have shares allotted to them. The Directors have no present intention of exercising the authority, except in connection
with the Company’s share option schemes.
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2) A Special Resolution to enable the Company to purchase its own shares up to a maximum of 747,775 shares, representing 10% of
the current issued share capital. The Directors have no present intention to exercise such powers and would only do so if satisfied
that it would be in the interests of shareholders to do so.
3) A Special Resolution to renew the existing disapplication of the pre-emption provisions of Section 89(1) of the Companies Act 1985
so as to give the Directors power to allot shares, firstly in relation to rights issues, and secondly in relation to the issue of Ordinary
shares for cash up to a maximum aggregate nominal value of £74,777.
Statement of Directors’ responsibilities
The Directors are required by UK company law to prepare financial statements for each financial year that give a true and fair view
of the state of affairs of the Company and the Group as at the end of the financial year and of the profit or loss of the Group for
that year.
The Directors confirm that suitable accounting policies have been used and applied consistently and reasonable and prudent
judgements and estimates have been made in the preparation of the financial statements for the year ended 31 May 2003. The
Directors also confirm that applicable accounting standards have been followed and that the financial statements have been prepared
on the going concern basis.
The Directors are responsible for ensuring that proper accounting records are maintained which disclose, with reasonable accuracy, the
financial position of the Company and the Group and which enable them to ensure that the financial statements comply with the
Companies Act 1985. They are responsible for taking reasonable steps to safeguard the assets of the Company and the Group, and to
prevent and detect fraud and other irregularities. They are also responsible for ensuring that the Directors’ Report and other
information is prepared in accordance with UK company law.
The Auditors’ responsibilities are stated in their report on page 13.
Going concern
After making appropriate enquiries the Directors have reasonable expectations that the Company and Group have adequate resources
to continue in operational existence for the foreseeable future. For this reason the Directors continue to adopt the going concern basis
in preparing the financial statements.

Corporate Governance
Although not required to do so by the AIM rules, the Directors have decided to provide the following corporate governance and
directors’ remuneration disclosures.
The Board
The Board currently consists of 2 executive and 4 non-executive Directors. It meets at least six times a year, and relevant information is
distributed to directors in advance of these meetings. The Directors have access to all information and, if required, external advice at
the expense of the Company, and access to the Company Secretary. The Board has adopted a schedule of matters specifically reserved
to itself for decision. In relation to non-reserved matters, it is assisted by a number of committees with delegated authority.
The Board attaches a high priority to communication with shareholders. The Group’s annual and half yearly reports are sent to all
shareholders. The Group liaises regularly with major shareholders and there is an opportunity for individual shareholders to question
the Chairman at the Annual General Meeting.
The Board includes non-executive Directors, who bring strong judgement and considerable knowledge and experience to the Board’s
deliberations. They do not participate in the Company’s share option scheme and their service is non-pensionable.
All Directors are subject to re-election every three years. Accordingly, RC Singleton and NJ Taylor retire by rotation at the Annual
General Meeting and, being eligible, offer themselves for re-election at that meeting.
A brief biography of the directors is given below:
Peter Rae (age 47) is a graduate of Cambridge University, and formerly Chief Executive of S.W. Wood plc (now Wyndeham Press plc).
He has current interests in a wide range of engineering and other businesses.
Jean-Marc Cangardel (age 52) holds a Masters degree in Economics from the University of Paris and an MBA from Harvard University.
He has a variety of international business interests.
David Coghlan (age 48) has degrees in Law and in Finance from the University of New South Wales in Sydney and an MBA from
Wharton in Philadelphia. He was formerly a partner at strategy consultants Bain & Company and, until its sale in September 2002,
Chairman of Mailroom Management Services Limited. He is a non-executive director of Evans & Sutherland Computer Corporation
(listed on NASDAQ) and of several other companies.
Jeremy Taylor (age 64) graduated with a law degree from Oxford University and trained in accountancy with Deloittes in London. He
has wide experience in business, having lived in Hong Kong for 15 years where he built up the listed trading company Burwill Holdings
Limited of which he was Chairman. He now lives in London and is a non-executive director of a number of companies.
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Nigel Poultney (age 46) has a degree in business studies from Aston University, and qualified as a Chartered Accountant with Deloitte,
Haskins and Sells in 1981. He joined Quadnetics Group in 1991, having previously worked for Dairy Crest and the RTZ group.
Russ Singleton (age 44), who is a Chartered Engineer and has a degree in Electrical and Electronic Engineering from Leeds Metropolitan
University, became Group Chief Executive on 26 March 2002. Prior to this he had been Managing Director of Quadnetics’ Security
Division comprising Quadrant Video Systems plc, which he joined in 1984, and Synectic Systems Limited.
The Audit Committee
The Audit Committee comprises PM Rae (Chairman), JM Cangardel, DJ Coghlan and NJ Taylor, all of whom are non-executive Directors,
and provides a forum for reporting by the Group’s external auditors. It meets at least annually, without executive Directors being
present, and reviews the scope and results of the external audit.
Internal control
The Board of Directors has overall responsibility for the Group’s system of internal control and for reviewing its effectiveness. The
purpose of the system of internal control is to manage rather than eliminate the risk of failure to achieve business objectives and can
only provide reasonable, but not absolute, assurance against material misstatement or loss.
The Directors have established an organisational structure with clear operating procedures, lines of responsibility and delegated
authority. In particular, there are clear procedures for capital investment appraisal and approval and financial reporting within a
comprehensive financial planning and accounting framework.
The Board has reviewed the need for an internal audit function and concluded that such a function is not currently appropriate given
the size of the Group.

Remuneration Report
The Company’s Remuneration Committee comprises PM Rae (Chairman), JM Cangardel, DJ Coghlan and NJ Taylor, all of whom are nonexecutive Directors and have no personal or financial interests in the matters to be decided. The objective of the Committee’s policy is
to attract, retain and motivate high calibre individuals as executive Directors with a competitive package of basic salary, incentives and
rewards, including share options, which are linked to individual performance, the overall performance of the Group and the interests
of shareholders. The Committee is also responsible for agreeing the remuneration of the managing directors of the principal
subsidiaries and awarding share options to other employees.
a) Remuneration

SALARY
AND FEES
£’000

BONUSES*
£’000

BENEFITS
£’000

SUBTOTAL
£’000

PENSION
CONTRIBUTIONS
£’000

YEAR TO
31 MAY
2003
TOTAL
£’000

YEAR TO
31 MAY
2002
TOTAL
£’000

Executive Directors
NC Poultney

65

28

14

107

4

111

83

RC Singleton

81

40

28

149

9

158

311

–

–

–

–

–

–

83

PM Rae

25

–

–

25

–

25

25

JM Cangardel

10

–

–

10

–

10

10

DJ Coghlan

20

–

–

20

–

20

85

NJ Taylor

10

–

–

10

–

10

10

211

68

42

321

13

334

607

J Sandiford
(resigned 26 March 2002)
Non-executive Directors

Total

* Bonuses were paid or accrued in 2002/3 for specific achievement of agreed personal and corporate objectives. NC Poultney’s reported
bonuses include £8,000 paid in 2002/3 in relation to 2001/2.
Pension contributions shown above reflect pension payments into money purchase schemes for NC Poultney and RC Singleton. There
were no other pension payments or accrued pension benefits arising under money purchase schemes in respect of directors.
Comparative figures for the year ending 31 May 2002 include pension contributions of £4,000, £9,000 and £5,000 made for
NC Poultney, RC Singleton and J Sandiford respectively.
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b) Share options
The interests of the Directors in the Company’s share option schemes at the beginning and end of the year are set out below:

DIRECTOR

NC Poultney

RC Singleton

DATE OPTION
GRANTED

NUMBER OF
OPTIONS AT
31 MAY 2003

EXERCISE
PRICE

EXERCISE
PERIOD

19 Oct 1998

50,000

421/2p

19 October 2001 to 19 October 2008

27 Dec 2001

85,135

921/2p

28 December 2003 to 25 December 2011

19 Oct 1998

50,000

421/2p

19 October 2001 to 19 October 2008

27 Dec 2001

108,108

92 /2p

28 December 2003 to 25 December 2011

1

The options granted on 19 October 1998 may only be exercised if earnings per share (excluding exceptional capital items) exceed a
notional earnings per share of 3.473p adjusted by inflation plus 31/2% between 31 May 1998 and the last date on which results have
been announced prior to the exercise.
No new options were granted to, or exercised by, any Directors between 1 June 2002 and 26 September 2003.
The mid market price of the Company’s shares at the beginning and end of the financial year were as follows:
ORDINARY SHARES
OF 20p EACH

At 31 May 2002

971/2p

At 31 May 2003

170p

The maximum and minimum share prices during the year were as follows:
ORDINARY SHARES
OF 20p EACH

Maximum

175p

Minimum

621/2p

c) Service contracts
There are no Directors’ service contracts with notice periods in excess of one year. The service contracts of the Directors who are
eligible for re-election at the Annual General Meeting are as follows:
NOTICE PERIOD

RC Singleton
NJ Taylor

12 months
No unexpired
period

By Order of the Board

NC Poultney
Secretary
29 September 2003
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Quadnetics Group plc
Registered Number: 1740011

Independent
Auditors’ Report
TO THE MEMBERS OF QUADNETICS GROUP plc

We have audited the financial statements of Quadnetics Group plc for the year ended 31 May 2003 which comprise the Consolidated
Profit and Loss Account, the Consolidated Balance Sheet, the Company Balance Sheet, the Consolidated Cash Flow Statement, the
Statement of Total Recognised Gains and Losses, the Reconciliation of Movements in Shareholders’ Funds and the related notes. These
financial statements have been prepared under the accounting policies set out therein.
This report is made solely to the Company’s members, as a body, in accordance with Section 235 of the Companies Act 1985. Our audit
work has been undertaken so that we might state to the Company’s members those matters we are required to state to them in an
auditor’s report, and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone
other than the Company and the Company’s members, as a body, for our audit work, for this report, or for the opinions we have formed.
Respective responsibilities of directors and auditors
The Directors’ responsibilities for preparing the Annual Report and the financial statements in accordance with applicable law and
United Kingdom Accounting Standards are set out in the Statement of Directors’ Responsibilities.
Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory requirements and United
Kingdom Auditing Standards.
We report to you our opinion as to whether the financial statements give a true and fair view and are properly prepared in accordance
with the Companies Act 1985. We also report to you if, in our opinion, the Directors’ Report is not consistent with the financial
statements, if the Company has not kept proper accounting records, if we have not received all the information and explanations we
require for our audit, or if information specified by law regarding directors’ remuneration and transactions with the Company and
other members of the Group is not disclosed.
We read other information contained in the Annual Report and consider whether it is consistent with the audited financial statements.
This other information comprises only the Chairman’s Statement, the Chief Executive’s Report, and the Report of the Directors. We
consider the implications for our report if we become aware of any apparent misstatements or material inconsistencies with the
financial statements. Our responsibilities do not extend to any other information.
Basis of audit opinion
We conducted our audit in accordance with United Kingdom Auditing Standards issued by the Auditing Practices Board. An audit includes
examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial statements. It also includes an assessment
of the significant estimates and judgements made by the directors in the preparation of the financial statements, and of whether the
accounting policies are appropriate to the Company’s and Group’s circumstances, consistently applied and adequately disclosed.
We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in order to
provide us with sufficient evidence to give reasonable assurance that the financial statements are free from material misstatement,
whether caused by fraud or other irregularity or error. In forming our opinion we also evaluated the overall adequacy of the
presentation of information in the financial statements.
Opinion
In our opinion the financial statements give a true and fair view of the state of the Group’s and the Company’s affairs as at 31 May
2003 and of the Group’s profit for the year then ended and have been properly prepared in accordance with the Companies Act 1985.

London, UK

PKF

29 September 2003

Registered Auditors
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Consolidated Profit
& Loss Account
FOR THE YEAR ENDED 31 MAY 2003

NOTES

2003

2002

£’000

£’000

20,299

13,392

–

4,659

20,299

18,051

Turnover
Continuing operations
Discontinued operations

Less share of joint venture’s turnover

–

(308)

Group turnover

2

20,299

17,743

Cost of sales

3

(15,110)

(14,125)

Gross profit

4

5,189

3,618

Net operating expenses

5

(3,773)

(3,782)

Operating profit/(loss)
Continuing operations

1,416

Discontinued operations
Group operating profit/(loss)

6

102

–

(266)

1,416

(164)

Share of operating profit in discontinued joint venture

–

67

Share of operating profit in discontinued associate

–

13

Total operating profit/(loss)
Exceptional item – discontinued operations

7

Profit/(loss) before interest
Net interest payable

10

Profit/(loss) before taxation
Tax charge on ordinary activities

1,416

(84)

–

(518)

1,416

(602)

(9)
1,407

11

Profit/(loss) on ordinary activities after taxation

–
1,407

Minority interests

(232)

Profit/(loss) on ordinary activities after taxation and minority interests

1,175

(752)
–
(752)
8
(744)

Dividends

12

Retained profit/(loss) for the year

23

Basic earnings/(loss) per ordinary share

13

17.4p

(11.6)p

Diluted earnings/(loss) per ordinary share

13

17.0p

(11.6)p

14

(150)

(150)

1,025

–
(744)

Consolidated
Balance Sheet
31 MAY 2003

NOTES

2003

2002

£’000

£’000

Fixed assets
Intangible assets

14

1,233

32

Tangible assets

15

501

555

1,734

587

Current assets
Stocks

17

1,767

1,973

Debtors

18

4,375

6,489

3,376

–

9,518

8,462

(5,722)

(5,656)

Net current assets

3,796

2,806

Total assets less current liabilities

5,530

3,393

Cash at bank and in hand

Creditors: amounts falling due within one year

19

Creditors: amounts falling due after more than one year

19

(25)

(59)

Provisions for liabilities and charges

20

(48)

(8)

Net assets

5,457

3,326

Capital and reserves
Called up share capital

21

1,496

1,288

Share premium account

23

3,770

6,934

Other reserves

23

835

4,387

Profit and loss account

23

(644)

(9,557)

Equity shareholders’ funds
Equity minority interest

5,457

3,052

–

274

5,457

3,326

The financial statements on pages 14 to 31 were approved by the Board of Directors on 29 September 2003 and were signed on its
behalf by:

RC Singleton
Director

NC Poultney
Director

15

Company
Balance Sheet
31 MAY 2003

NOTES

2003
£’000

2002
£’000

Tangible assets

15

2

23

Investments

16

6,281

3,166

6,283

3,189

2,294

3,049

196

536

2,490

3,585

(1,014)

(1,797)

Net current assets

1,476

1,788

Total assets less current liabilities

7,759

4,977

Fixed assets

Current assets
Debtors

18

Cash at bank and in hand

Creditors: amounts falling due within one year

19

Creditors: amounts falling due after more than one year

19

(1,482)

(9)

Provisions for liabilities and charges

20

(10)

(8)

Net assets

6,267

4,960

Capital and reserves
Called up share capital

21

1,496

1,288

Share premium account

23

3,770

6,934

Other reserves

23

835

4,935

Profit and loss account

23

166

(8,197)

Equity shareholders’ funds

6,267

4,960

The financial statements on pages 14 to 31 were approved by the Board of Directors on 29 September 2003 and were signed on its
behalf by:

RC Singleton
Director
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NC Poultney
Director

Consolidated Cash
Flow Statement
FOR THE YEAR ENDED 31 MAY 2003

NOTES

2003
£’000

Net cash inflow/(outflow) from operating activities

28

3,719

Returns on investments and servicing of finance

29

(14)

(89)

Net capital expenditure and financial investment

29

(88)

(301)

Acquisitions and disposals

29

593

Cash inflow/(outflow) before financing

4,210

Financing

29

Increase/(decrease) in cash

31

(14)
4,196

2002
£’000

(1,228)

1,339
(279)
(68)
(347)
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Total Recognised Gains and Losses
and
Movements in Shareholders’ Funds
FOR THE YEAR ENDED 31 MAY 2003

Statement of Total Recognised Gains and Losses
For the year ended 31 May 2003
2003
£’000

2002
£’000

Total gains/(losses) recognised since the last annual report:
Consolidated profit/(loss) after taxation and minority interests

1,175

(744)

Reconciliation of Movements in Shareholders’ Funds
For the year ended 31 May 2003
2003
£’000

Total recognised gains/(losses) in the year

1,175

Issue of shares

1,380

Proposed dividend
Goodwill previously written off to reserves

(150)
–

2002
£’000

(744)
–
–
220

Net movement in shareholders’ funds

2,405

Opening shareholders’ funds

3,052

3,576

Closing shareholders’ funds

5,457

3,052

18

(524)

Notes to the
Financial Statements
FOR THE YEAR ENDED 31 MAY 2003

1

Principal accounting policies
The financial statements have been prepared in accordance with applicable Accounting Standards in the United Kingdom. A summary of the more
important Group accounting policies, which have been consistently applied, is set out below.
a) Basis of accounting
The financial statements are prepared in accordance with the historical cost convention.
b) Basis of consolidation
The consolidated financial statements include those of the Company and all its subsidiaries on an acquisition accounting basis. The results of subsidiaries
acquired or disposed of during the year are included in the consolidated profit and loss account and consolidated cash flow statement from the date of
their acquisition or up to the date of their disposal.
c) Turnover
Turnover, which excludes value added tax and trade discounts, represents the invoiced value of goods and services supplied during the year and includes
the proportion of the sales value of long-term contracts relevant to their state of completion. Income receivable from maintenance contracts invoiced in
advance is recognised in turnover on a straight line basis over the contract term. Income from maintenance contracts which relates to periods subsequent
to the year end is included in creditors as deferred income.
d) Long-term contracts
Long-term contract balances are stated at cost, net of amounts transferred to cost of sales in respect of work recorded as turnover, after deducting
foreseeable losses and payments on account not matched with turnover. Turnover and profits attributable to long-term contracts are included in the profit
and loss account as the contracts proceed in proportions relevant to their state of completion.
e) Intangible fixed assets
Goodwill arising on consolidation consists of the excess of the purchase price over the fair value of the net assets of subsidiary companies at the date of
acquisition. Goodwill arising on acquisitions prior to 31 May 1998 was written off directly against reserves, and is charged to the profit and loss account on
the subsequent disposal of the related businesses. Goodwill on consolidation arising after this date is capitalised as a fixed asset and amortised on a
straight line basis over its estimated useful life of up to 20 years.
f) Tangible fixed assets
Tangible fixed assets are stated at cost less accumulated depreciation.
Depreciation is calculated so as to write off the cost of fixed assets, less their estimated residual values, on a straight line basis over the expected useful
economic lives of the assets concerned, commencing on the first day of the month after being brought into use. The principal annual rates used for this
purpose are:
Freehold buildings
2%
Plant, equipment, motor vehicles and other assets
10% – 33%
Leasehold buildings and improvements are written off over 50 years or, if shorter, the period of the lease. Freehold land is not depreciated.
g) Investments
Investments in joint ventures and associated companies are accounted for using the gross equity method and equity method of accounting respectively.
h) Leased assets
Assets acquired under finance leases, including hire purchase agreements where applicable, are capitalised and depreciated in accordance with the Group’s
depreciation policy or over the term of the lease if shorter. The capital element of future lease payments is included in the balance sheet as obligations
under finance leases.
Payments under operating leases are charged wholly to the profit and loss account in the year in which they are incurred.
i) Stocks
Stocks are stated at the lower of cost and net realisable value. In the case of manufactured products, cost includes all direct expenditure and production
overheads based on the normal level of activity. Where necessary, provision is made for obsolete, slow moving and defective stocks.
j) Research and development expenditure
Research and development expenditure is written off to the profit and loss account as incurred.
k) Deferred taxation
Deferred tax is provided in full on timing differences which result in an obligation at the balance sheet date to pay more tax, or a right to pay less tax, at
a future date, at rates expected to apply when they crystallise based on current tax rates and law. Timing differences arise from the inclusion of income
and expenditure in taxation computations in periods different from those in which they are included in the financial statements. Deferred tax assets are
recognised to the extent that it is more likely than not they will be recovered.
l) Pension costs
The Group operates various pension schemes, all of which are of a money purchase type. Contributions to these schemes are charged to the profit and loss
account as incurred.
m) Foreign currency
Assets and liabilities in foreign currencies are translated into sterling at rates of exchange ruling at the end of the financial year. Transactions denominated
in foreign currency are translated into sterling at the exchange rates prevailing at the date of the transaction. All foreign exchange differences are taken
to the profit and loss account in the year in which they arise.
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2 Analysis of turnover
The Directors consider that the Group has only one business segment. All sales and profit before tax originated in the United Kingdom.
Similarly, the net assets of the Group are located in the United Kingdom.
TURNOVER BY DESTINATION
2003
2002
£’000
£’000

Analysis of Group turnover by geographical area
United Kingdom
North America
Rest of the world

20,144

16,818

1

356

154

569

20,299

17,743

3 Cost of sales
2003

2002

TOTAL
£’000

CONTINUING
OPERATIONS
£’000

DISCONTINUED
OPERATIONS
£’000

TOTAL
£’000

15,110

10,190

3,935

14,125

TOTAL
£’000

CONTINUING
OPERATIONS
£’000

DISCONTINUED
OPERATIONS
£’000

TOTAL
£’000

5,189

3,202

416

3,618

TOTAL
£’000

CONTINUING
OPERATIONS
£’000

DISCONTINUED
OPERATIONS
£’000

TOTAL
£’000

70

50

–

50

3,703

3,050

682

3,732

3,773

3,100

682

3,782

2003
£’000

2002
£’000

Auditors’ remuneration

38

36

Amortisation of intangible assets

23

2

Depreciation of fixed assets held under finance leases

33

63

Depreciation of other fixed assets

109

308

Research and development expenditure

166

481

274

212

65

236

Cost of sales

4 Gross profit
2003

Gross profit

2002

5 Net operating expenses
2003

Distribution costs
Administrative expenses

2022

6 Group operating profit/(loss)
Group operating profit/(loss) is stated after charging:

Rental payments under operating leases
— plant, machinery and vehicles
— other

Non-audit fees paid to the auditors amounted to £28,000 (2002: £52,000).
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7 Exceptional item
2003
£’000

Net cost of restructuring

2002
£’000

–

(518)

The net costs of restructuring incurred in 2002 arose on the disposal of the Group’s interests in commercial printing and flight
simulation, and a 21% interest in Quadrant Video Systems plc and Synectic Systems Limited.
The above exceptional item had no impact on either the tax charge or minority interests in the year ended 31 May 2002.

8 Directors’ emoluments
Directors’ emoluments are shown on pages 11 and 12 of the Directors’ Report.

9 Employee information
The average number of persons (including executive Directors) employed by the Group during the year was:
Class of business
CCTV security systems and services
Head Office
Discontinued operations

2003
NUMBER

2002
NUMBER

99

84

3

3

–

63

102

150

2003
£’000

2002
£’000

Wages and salaries

3,087

4,186

Social security costs

324

408

Staff costs (for the above persons)

Pension costs

84

142

3,495

4,736

2003
£’000

2002
£’000

10 Net interest payable

Interest payable on bank loans and overdrafts

(43)

(64)

Interest payable on other loans

(6)

(22)

Interest payable on finance lease arrangements

(8)

(14)

Interest payable – joint venture

–

(64)

Interest payable – associate

–

(4)

Interest receivable and similar income

(57)

(168)

48

18

(9)

(150)
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11 Tax charge on ordinary activities
2003
£’000

2002
£’000

–

–

Current taxation
UK corporation tax on profits/(losses) for the year

The tax assessed for the year is lower than the standard rate of corporation tax in the UK of 30%. The differences are explained below:

Profit/(loss) on ordinary activities before tax
Tax on profit/(loss) on ordinary activities before tax at standard rate of 30%

1,407

(752)

422

(226)

36

17

Effects of:
Expenses not deductible for tax purposes and other timing differences
Profits of joint venture and associate not taxable due to availability of tax losses
Non-taxable differences between the carrying values of undertakings
sold in the year for accounting and taxation purposes
(Utilisation)/augmentation of tax losses

–

(3)

–

(549)

(458)

Current taxation for the year

761

–

–

The Group has tax losses available to be carried forward for offset against the future taxable profits of certain Group companies
amounting to approximately £1.6 million (2002: £3.0 million). These tax losses will reduce the tax charge of future years until the
companies concerned achieve sufficient taxable profits to utilise the losses. No deferred tax asset in respect of these losses, which
would amount to £0.5 million, has been recognised as there is currently insufficient certainty that the asset will be recovered.
In addition to the above, the Group has capital losses of approximately £17 million (2002: £17 million) available for offset against
future taxable gains. No deferred tax asset in respect of these losses, which would amount to £5 million, has been recognised in these
financial statements as there is insufficient evidence that the asset will be recovered against future capital gains.

12 Dividends

Proposed dividend of 2.0p per share

2003

2002

£’000

£’000

150

–

2003
p PER SHARE

2002
p PER SHARE

13 Earnings per ordinary share

Basic earnings per ordinary share

17.4

(11.6)

Diluted earnings per ordinary share

17.0

(11.6)

The calculation of basic earnings per ordinary share is based on the profit after taxation and minority interests for the year of
£1,175,000 (2002: loss £(744,000)) and on 6,766,627 shares, being the weighted average number of shares in issue and ranking for
dividend during the year (2002: actual number of shares – 6,439,956).
The calculation of diluted earnings per share in the current year is based on the profit after taxation and minority interests for the year
of £1,175,000 and on 6,904,185 shares, being the weighted average number of shares that would be issued on conversion of all the
dilutive potential ordinary shares into ordinary shares.

Basic earnings per share
Dilutive potential ordinary shares arising from share options
Diluted earnings per share

PROFIT AFTER
TAX AND
MINORITY
INTERESTS
£’000

WEIGHTED
AVERAGE
NUMBER OF
ORDINARY
SHARES

EARNINGS PER
ORDINARY
SHARE
p PER SHARE

1,175

6,766,627

17.4

–

137,558

1,175

6,904,185

(0.4)
17.0

Diluted earnings per share for 2002 was the same as basic earnings per share because there was no dilution caused by share options
outstanding at the end of that year.
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14 Intangible fixed assets
GOODWILL
ARISING ON
CONSOLIDATION
£’000

Group
Cost:
At 1 June 2002

39

Additions

1,224

At 31 May 2003

1,263

Amortisation:
At 1 June 2002

7

Charge for the year

23

At 31 May 2003

30

Net book value:
At 31 May 2003

1,233

At 31 May 2002

32

The additions to goodwill arose on the acquisition of SJC 120 Limited, which held a 21% interest in both Quadrant Video Systems plc
(“QVS”) and Synectic Systems Limited (“Synectics”), for which 987,800 ordinary shares at a valuation of £1.359 million were issued as
consideration. The calculation of the value of goodwill is set out in the following table:
£’000

Value of Ordinary shares issued

1,359

Expenses

7
1,366

Net assets acquired:
21% of net assets of QVS and Synectics

506

Other liabilities of SJC 120 Limited

(364)
142

Additions to goodwill arising on consolidation

1,224

See note 25 for further details.
Goodwill arising on consolidation is amortised over 20 years.

15 Tangible fixed assets
FREEHOLD
LAND AND
BUILDINGS
£’000

SHORT
LEASEHOLD
IMPROVEMENTS
£’000

OTHER
ASSETS
£’000

TOTAL
£’000

347

147

1,332

1,826

Additions

–

–

110

110

Disposals

–

–

(65)

(65)

347

147

1,377

1,871

Group
Cost:
At 1 June 2002

At 31 May 2003
Depreciation:
At 1 June 2002

35

138

1,098

1,271

Charge for the year

7

7

128

142

Disposals

–

–

(43)

(43)

42

145

1,183

1,370

At 31 May 2003

305

2

194

501

At 31 May 2002

312

9

234

555

At 31 May 2003
Net book value:

Other assets comprise plant, equipment and motor vehicles, and include assets held under finance leases with a net book value of
£46,000 (2002: £99,000).

23

15 Tangible fixed assets (continued)
OTHER
ASSETS
£’000

Company
Cost:
At 1 June 2002

47

Disposals

(43)

At 31 May 2003

4

Depreciation:
At 1 June 2002

24

Charge for the year

6

Disposals

(28)

At 31 May 2003

2

Net book value:
At 31 May 2003

2

At 31 May 2002
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16 Investments
TOTAL
£’000

Company
Cost less amounts written off:
At 1 June 2002

3,166

Additions

3,115

At 31 May 2003

6,281

On 27 January 2003 the Company exercised a call option to acquire SJC 120 Limited, a company which held a 21% interest in both
Quadrant Video Systems plc (“QVS”) and Synectic Systems Limited (“Synectics”). 987,800 ordinary shares of 20p each with a value of
£1.359 million were issued as consideration on 5 February 2003. See note 25 for further details.
On 28 May 2003 the Company acquired from SJC120 Limited its shareholding in QVS and Synectics for £1.75 million.
At 31 May 2003 the Company held the following shareholdings in its subsidiaries which had been active during the year:

SUBSIDIARY AND ACTIVITY

Quadrant Video Systems plc

CLASS OF SHARE

PERCENTAGE
HELD AT
31 MAY 2003

Ordinary shares

100%

Ordinary shares

100%

Ordinary shares

100%

Design, installation and maintenance of CCTV security systems
Synectic Systems Limited
Design and manufacture of video systems control products and
integrated digital CCTV systems
SJC 120 Limited
Intermediate holding company (now dormant)
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17 Stocks
GROUP
2003
£’000

Raw materials and consumables

2002
£’000

78

65

Work in progress

541

626

Finished goods for resale

868

1,039

1,487

1,730

280

243

1,767

1,973

2003
£’000

2002
£’000

511

243

Long-term contract balances

Long-term contract balances comprise:

Net costs incurred
Applicable payments on account

(231)

–

280

243

18 Debtors
GROUP

COMPANY

2003
£’000

2002
£’000

2003
£’000

2002
£’000

Trade debtors

2,607

2,306

–

–

Amounts recoverable on contracts

1,381

2,848

–

–

22

704

20

695

Other debtors
Amounts due from subsidiaries
Prepayments
Amounts falling due within one year

–

–

2,068

1,812

190

103

31

14

4,200

5,961

2,119

2,521

175

528

175

528

4,375

6,489

2,294

3,049

Amounts falling due after more than one year
Other debtors
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19 Creditors
GROUP

Amounts falling due within one year
Bank overdrafts
Payments on account
Trade creditors
Amounts owed to subsidiaries

COMPANY

2003
£’000

2002
£’000

2003
£’000

2002
£’000

–

820

42

611

419

283

–

–

3,155

3,696

37

105

–

–

602

874

840

147

9

8

Other creditors

21

16

–

12

Obligations under finance leases

25

26

–

8

1,112

668

174

179

150

–

150

–

5,722

5,656

1,014

1,797

2003
£’000

2002
£’000

2003
£’000

2002
£’000

25

59

–

9

–

–

1,482

–

25

59

1,482

9

2003
£’000

2002
£’000

2003
£’000

2002
£’000

Other taxation and social security

Accruals and deferred income
Dividend payable

GROUP

Amounts falling due after more than one year
Obligations under finance leases
Amounts owed to subsidiaries

COMPANY

GROUP

Borrowings
Bank overdrafts

COMPANY

–

820

42

611

50

85

–

17

50

905

42

628

2003
£’000

2002
£’000

2003
£’000

2002
£’000

One year

25

846

42

619

One to two years

25

21

–

9

Two to five years

–

38

–

–

50

905

42

628

Obligations under finance leases

Total borrowings are repayable as follows:
GROUP

Borrowings repayable in:

COMPANY

Bank overdrafts bear interest at variable rates between 11/2% and 2% over bank base rate and are secured by charges over the assets
of the Group. Finance leases bear interest at fixed rates between 7% and 10% and are secured on the assets concerned.
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20 Provisions for liabilities and charges
PROPERTY
£’000

Group

OTHER
£’000

TOTAL
£’000

At 1 June 2002

8

–

8

Utilised in year

(4)

–

(4)

Charge to profit and loss account
At 31 May 2003

6

38

44

10

38

48

It is anticipated that the provisions for the future costs of empty leasehold properties will be utilised within three years.
Other provisions, which it is anticipated will be utilised within five years, represent amounts provided for the future upgrade of
equipment covered by maintenance contracts.
PROPERTY
£’000

Company
At 1 June 2002

8

Utilised in year

(4)

Charge to profit and loss account

6

At 31 May 2003

10

21 Called up share capital
The number of authorised, allotted, called up and fully paid shares is as follows:
NUMBER

2003
£’000

NUMBER

2002
£’000

13,135,952

2,627

13,135,952

2,627

–

–

37,475,663

3,373

Authorised
Ordinary shares of 20p each
Deferred shares of 9p each

2,627

6,000

Allotted, called up and fully paid
Ordinary shares of 20p each

7,477,756

1,496

6,439,956

1,288

The Company’s authorised but unissued Deferred Share capital was cancelled on 12 February 2003, following shareholder approval at
the Extraordinary General Meeting of the Company held on that day.
The following changes in the issued share capital arose during the year:
1) On 5 February 2003 the Company issued 987,800 Ordinary shares of 20p each as consideration for the acquisition of SJC 120 Limited,
which is described more fully in note 25.
2) On 28 February 2003 the Company issued 50,000 Ordinary shares of 20p each following the exercise of options over that number
of shares.
The impact on share capital and share premium account was as follows:

Acquisition of SJC 120 Limited
Exercise of share options

NUMBER OF
SHARES

SHARE
PRICE

SHARE
CAPITAL
£’000

SHARE
PREMIUM
£’000

TOTAL
£’000

987,800

137.5p

198

1,161

1,359

50,000

42.5p

10

11

21

208

1,172

1,380
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22 Options over shares of Quadnetics Group plc
The following movements on options outstanding under the Company’s share option schemes arose during the year:
COMPANY
SHARE OPTION
SCHEME

EMI SHARE
OPTION
SCHEME

TOTAL

Outstanding options at 1 June 2002

190,000

517,567

707,567

Exercised during the year

(50,000)

Granted during the year

–

Outstanding options at 31 May 2003

–

(50,000)

90,000

90,000
747,567

140,000

607,567

Exercise price

421/2p–821/2p

921/2p–135p

Last date of exercise

8 Oct 2011 10 April 2013

No options have been granted or exercised since the year end.

23 Reserves
The movements on reserves during the year were as follows:

Group
At 1 June 2002
Premium on shares issued during the year
Capital reduction
Transfer to Special reserve

SHARE
PREMIUM
ACCOUNT
£’000

OTHER
RESERVES
£’000

6,934

4,387

1,172
(4,336)

–
(4,219)

–

119

Reclassification of prior years’ exchange losses

–

548

Retained profit for the year

–

–

3,770

835

SHARE
PREMIUM
ACCOUNT
£’000

OTHER
RESERVES
£’000

At 1 June 2002

6,934

4,935

Premium on shares issued during the year

1,172

–

At 31 May 2003

Company

Capital reduction
Transfer to Special reserve
Retained loss for the year
At 31 May 2003

(4,336)
–

(4,219)
119

–

–

3,770

835

PROFIT
AND LOSS
ACCOUNT
£’000

(9,557)

TOTAL
£’000

1,764

–

1,172

8,555

–

(119)
(548)
1,025
(644)

PROFIT
AND LOSS
ACCOUNT
£’000

(8,197)

–
–
1,025
3,961

TOTAL
£’000

3,672

–

1,172

8,555

–

(119)
(73)
166

–
(73)
4,771

Following approval by the Company’s shareholders at an extraordinary general meeting on 12 February 2003 and the subsequent
approval by the High Court on 5 March 2003, the Company cancelled £4,219,438 standing to the credit of the capital redemption
reserve and reduced the balance on the share premium account by £4,336,000. However, an amount of £119,000 was not required to
eliminate the deficit on the Company’s profit and loss account at the date of the capital reduction and therefore, in accordance with
the undertaking given to the High Court, this amount has been transferred to a Special reserve.
The balance on the Special reserve may be applied in any of the ways in which any balance standing to the credit of the share
premium account and capital redemption reserve can be applied. The balance standing to the credit of the Special reserve may also be
reduced by the amount of any future sum which would otherwise be credited to the share capital, or share premium account, of the
Company. Once all the liabilities of the Company existing at the effective date of the capital reduction have been satisfied, or the
creditors in respect of such liabilities have given their consent, any amount then standing to the credit of the Special reserve will
become capable of distribution.
Cumulative goodwill written off directly to the Profit and loss account at 31 May 2003 was £593,000 (2002: £593,000).
The consolidated result attributable to the shareholders of Quadnetics Group plc for the year includes a profit before dividends of
£77,000 which has been dealt with in the financial statements of the Company. Quadnetics Group plc has taken advantage of the legal
dispensation allowing it not to publish a separate profit and loss account.
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24 Contingent liabilities
The Company has agreed, in some instances jointly with subsidiary companies, to guarantee borrowings and annual operating lease
rentals amounting to £0.5 million at 31 May 2003 (2002: £0.8 million).

25 Related party transactions
1) On 26 March 2002 the Company sold its interests in Quadrant Systems Limited and Quest Flight Training Limited to Law 2364
Limited, a company associated with DJ Coghlan, for £1.5 million, of which £900,000 was paid on completion and the balance of
£600,000 was payable no later than 26 March 2004. Interest accrued at 7% per annum on the deferred balance. Interest receivable
in the year ended 31 May 2003 amounted to £12,000 (2002: £8,000).
This deferred consideration, together with accrued interest of £20,000, was repaid in full on 19 September 2002.
2) On 27 January 2003 the Company exercised a call option to acquire SJC 120 Limited (“SJC 120”), a company which held a 21%
interest in both Quadrant Video Systems plc (“QVS”) and Synectic Systems Limited (“Synectics”) and was owned by RC Singleton,
MG Boddy, G Robinson and GC Wragg (“the Managers”) who are directors of those two companies.
987,800 ordinary shares of 20p each were issued to the Managers as consideration for this purchase on 5 February 2003, under the
terms of an agreement (“the Option Agreement”) approved by shareholders on 27 February 2002. The Managers have agreed to
retain in aggregate at least 80 per cent of the shares issued to them until March 2005, other than in certain specified circumstances.
3) A loan account balance of £347,500 due to the Company from SJC 120 carried interest at a rate of 5% per annum until the date of
the acquisition of SJC 120 by the Company. Interest receivable in the year ended 31 May 2003 amounted to £12,000 (2002: £3,000).
4) On 26 March 2002 the Company made interest-free loans of £60,000 to each of MG Boddy, G Robinson and GC Wragg. The loans are
repayable on the earlier of 26 March 2012 or the sale of Quadnetics’ shares acquired under the Option Agreement. £5,092 was
repaid during the year ended 31 May 2003.

26 Capital commitments
At the year end capital commitments not provided for in these financial statements amounted to £31,000 (2002: £nil).

27 Operating lease commitments
The Group is committed to making operating lease payments during the next year as follows:

Operating leases which expire:

LAND AND
BUILDINGS
£’000

OTHER
£’000

2003
TOTAL
£’000

LAND AND
BUILDINGS
£’000

OTHER
£’000

2002
TOTAL
£’000

55

32

87

–

6

6

Within one year
Within two to five years

5

293

298

41

239

280

60

325

385

41

245

286

2003
£’000

2002
£’000

28 Reconciliation of operating profit/(loss) to operating cash flows

Operating profit/(loss)
Depreciation and amortisation
Loss on sale of fixed assets
Decrease/(increase) in stocks
Decrease/(increase) in debtors
Increase in creditors and provisions
Net cash inflow/(outflow) from operating activities

1,416
165
–

(164)
373
2

206

(648)

1,154

(1,345)

778
3,719

554
(1,228)
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29 Analysis of cash flows
2003
£’000

2002
£’000

44

11

Interest paid

(58)

(100)

Net cash outflow on investments and servicing of finance

(14)

(89)

Returns on investments and servicing of finance
Interest received

Capital expenditure and financial investment

2003
£’000

2002
£’000

Purchase of tangible fixed assets

(110)

(316)

Sale of tangible fixed assets
Net cash outflow on capital expenditure and financial investment

22

15

(88)

(301)

Acquisitions and disposals

2003
£’000

2002
£’000

Deferred consideration

600

–

Expenses incurred on acquisition of SJC 120 Limited

(7)

Disposals

–

Loan repayment received from associate

–
1,159

–

180

Net cash inflow from acquisitions and disposals

593

1,339

Financing

2003
£’000

2002
£’000

Issue of shares

21

–

Payment of principal under finance leases

(35)

(68)

Net cash outflow from financing

(14)

(68)

30 Analysis of net funds

Cash
Overdrafts

Finance leases
Total net funds/(debt)

1 JUNE
2002
£’000

CASH
FLOW
£’000

31 MAY
2003
£’000

–

3,376

3,376

(820)

820

–

(820)

4,196

3,376

(85)

35

(905)

4,231

3,326

2003
£’000

2002
£’000

(50)

31 Reconciliation of net cash flow to movement in net funds

Increase/(decrease) in cash in the year
Decrease in debt and lease financing
Change in net funds resulting from cash flows

4,196
35
4,231

(347)
68
(279)

Disposals

–

104

New finance leases

–

(32)

4,231

(207)

Movement in net funds in the year
Opening net debt
Closing net funds/(debt)

30

(905)
3,326

(698)
(905)

32 Derivatives and other financial instruments
The Group’s financial instruments comprise bank and cash balances, borrowings, and various items such as trade debtors and trade
creditors which arise directly from its operations.
The Group does not trade in financial instruments and has taken advantage of the exemption to exclude short-term debtors and
creditors from the disclosures relating to financial instruments.
At 31 May 2003 the Group had net funds of £3,326,000 comprising £3,224,000 held on short-term bank deposit and £152,000 held in
current accounts, offset by £50,000 of finance leases. The short-term deposits matured on 2 June 2003 and bore interest of 3.49%. The
current accounts do not bear interest. At 31 May 2002 the Group had net debt of £905,000 which comprised bank overdrafts and
finance leases. Details of the applicable interest rates and maturity profile of the Group’s debt are shown in note 19. The Group’s
funds/debt did not, at the year ends, carry any significant interest rate risk.
The level of the Group’s bank overdraft facilities, which are reviewed annually, vary according to the level of trade debtors within the
Group. At 31 May 2003 the Group had undrawn facilities of £1 million.
The Group has no material assets or liabilities denominated in foreign currency and therefore does not carry any significant currency
risk. However, from time to time transactions may arise in currencies other than sterling and in such cases the Group will consider the
use of forward exchange contracts to match payments and receipts.
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Principal
Subsidiaries
Quadrant Video Systems plc
Design, installation and maintenance of CCTV security systems
Video Centre
3A Attenborough Lane
Chilwell
Nottingham NG9 5JN
Tel: 0115 925 2521
www.quadrantcctv.com

Synectic Systems Limited
Design and manufacture of video systems control products and integrated digital CCTV systems
3 Acorn Business Park
Woodseats Close
Sheffield S8 0TB
Tel: 0114 255 2509
www.synectics.co.uk
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Notice of
Meeting
Notice is hereby given that the twentieth Annual General Meeting of Quadnetics Group plc will be held at the offices of Brewin
Dolphin Securities Limited, 5 Giltspur Street, London EC1A 9BD on 4 December 2003 at 10.30 am for the following purposes:
Ordinary Business
1. Resolution No. 1 – To receive and adopt the Directors’ Report and Audited Accounts for the year ended 31 May 2003.
2. Resolution No. 2 – To declare a final dividend of 2p per Ordinary Share.
3. Resolution No. 3 – To re-elect as a Director RC Singleton who, being eligible, submits himself for re-election.
4. Resolution No. 4 – To re-elect as a Director NJ Taylor who, being eligible, submits himself for re-election.
5. Resolution No. 5 – To reappoint PKF as Auditors to hold office until the conclusion of the next Annual General Meeting and to
authorise the Directors to set their remuneration.
6. Resolution No. 6 – That, in substitution for all existing authorities, in accordance with Section 80 of the Companies Act 1985 (“the
Act”), the Directors be and are hereby generally and unconditionally authorised to exercise all powers of the Company to allot
relevant securities (as defined in Section 80 of the Act) up to an aggregate nominal amount of £648,030 provided that this
authority (unless previously revoked or renewed) shall expire on the earlier of 3 March 2005 and the conclusion of the next Annual
General Meeting of the Company after the passing of this resolution save that the Company may before such expiry make an offer
or agreement which would or might require relevant securities to be allotted after such expiry and the Directors may allot relevant
securities in pursuance of such offer or agreement as if the authority conferred hereby had not expired.
7. To transact any other ordinary business of the Company.
Special Business
To consider and, if thought fit, to pass the following Resolutions as Special Resolutions:
8. Resolution No. 7 – That the Company be and is hereby generally and unconditionally authorised pursuant to section 166 of the
Act to make market purchases (as defined in Section 163(3) of the Act) of its Ordinary Shares of 20p each on such terms and in such
manner as the Directors shall determine, provided that:
(1) The maximum number of Ordinary Shares hereby authorised to be acquired is 747,775 (representing 10% of the present issued
Ordinary Share Capital of the Company);
(2) The minimum price which may be paid for such shares is 20p per share (exclusive of all expenses);
(3) The maximum price which may be paid for such shares is, in respect of a share contracted to be purchased on any day, an
amount (exclusive of expenses) equal to 5 per cent above the average middle market quotations of the Ordinary Shares of the
Company as derived from the Daily Official List of the London Stock Exchange on the five dealing days immediately preceding
the day on which the share is contracted to be purchased;
(4) The power hereby granted shall expire on the conclusion of the next Annual General Meeting of the Company after the
passing of this Resolution or, if earlier, on 3 March 2005; and
(5) The Company may make a contract to purchase its Ordinary Shares under the authority hereby granted prior to the expiry of
such authority which will or may be executed wholly or partly after the expiry of such authority, and may make a purchase of
its Ordinary Shares in pursuance of such contract.
9. Resolution No. 8 – That:
(1) Conditionally upon the passing of Resolution No. 6 and in substitution for all existing powers, in accordance with Section 95 of
the Act, the Directors be and are hereby given power to allot equity securities pursuant to the authorities conferred by
Resolution No. 6 as if subsection (1) of Section 89 of the Act did not apply to any such allotment PROVIDED THAT:
a) the power hereby granted shall be limited to the allotment of equity securities in connection with or pursuant to an offer
by way of rights issue in favour of the existing holders of Ordinary Shares in the capital of the Company and other persons
entitled to participate therein in proportion (as nearly as may be) to such holders’ holdings of such shares (or, as
appropriate, to the numbers of shares which such other persons are for these purposes deemed to hold) subject only to
such exclusions or other arrangements as the Directors may deem necessary or expedient to deal with fractional
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entitlements or legal problems under the laws of any territory or the requirements of any recognised regulatory body or
stock exchange;
b) the power hereby granted shall be limited to the allotment (otherwise than pursuant to subparagraph (a) of this proviso)
of equity securities up to an aggregate nominal amount of £74,777; and
c) the power hereby granted shall expire on the conclusion of the next Annual General Meeting of the Company after the
passing of this Resolution or, if earlier, on 3 March 2005.
(2) The said power shall allow and enable the Directors to make an offer or agreement before the expiry of that power which
would or might require equity securities to be allotted after such expiry and the Directors may allot equity securities in
pursuance of such an offer or agreement as if the power conferred hereby had not expired.
(3) Words and expressions defined in or for the purposes of Part IV of the Act shall bear the same meaning herein.
By Order of the Board

NC Poultney

North Court House

Secretary

Morton Bagot, Studley

29 September 2003

Warwickshire B80 7EL

Notes:
1. To have the right to attend or vote at the meeting (and also for the purpose of calculating how many votes a person entitled to
attend or vote may cast), a person must be entered on the register of members of the Company by no later than 10.30 am on
2 December 2003 being 48 hours before the time fixed for the meeting. Changes to entries on the register after this time will be
disregarded in determining the rights of any person to attend or vote at the meeting.
2. A member entitled to attend and vote at the meeting is entitled to appoint a proxy or proxies to attend and vote on a poll instead
of him. A proxy need not also be a member. Members submitting a proxy are not precluded from attending the meeting and
voting if they wish to do so. To be effective, proxy forms and the power of attorney or other authority (if any) under which it is
signed, or a notarially certified copy of such power or authority, must be received at the office of the Registrars of the Company
not less than 48 hours before the time fixed for the meeting. A proxy form is enclosed.
3. Copies of the Directors’ service agreements together with the register of Directors’ shareholdings are available for inspection at the
Registered Office of the Company during normal working business hours on each business day and will also be available for
inspection on the day of the Annual General Meeting at the place of the meeting for 15 minutes prior to and during the
continuance of the meeting.

Right: The award-winning Synectics’ SynergyPro
CCTV control user interface system is installed at
the heart of some of the UK’s most advanced
city centre surveillance systems.
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Synergy
The next generation
of user interface for
CCTV systems control
35

Business and
Customers
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The client list of Quadnetics’ group companies is as varied as it is long.
Large or small, simple or complex, Quadrant Video Systems plc (QVS)
has the expertise, experience and resources to address all matters of
electronic security, for any kind of organisation.
Problem solving is QVS’s speciality, be it a question of security or
process control surveillance, or access control. This, coupled with QVS’s
distinct ability to understand a clients’ needs and foster long-term
relationships, ensures that time after time, satisfied customers keep
returning to QVS.
Synectic Systems Limited’s (Synectics) CCTV control and digital
recording equipment is installed and specified throughout a diverse
and prestigious client base. Featuring security industry award winning
products, many with unrivalled performance, Synectics’ equipment and
systems span the world, supporting a broad range of customer
applications.

Front Cover: London’s West End CCTV scheme entrusts
its systems control to Synectics’ 2003 award-winning
SynergyPro touch-screen operator interface.
(Photo: courtesy of Atec Security Ltd)
Opposite, CCTV installations featuring Synectics’ double award-winning systems control equipment.
Opposite: Embracing the latest advances in surveillance
technology, Sheffield’s £4 million city centre and urban
wide CCTV system is spearheading the digital
revolution, with award-winning control and digital
recording product solutions from Synectics.

Top left: Belfast Waterfront Hall
Top right: Warwick Castle
Bottom: Port of Dover
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Quadnetics
In Focus

Quadnetics

ANNUAL REPORT 2003

Specification, design and
installation

Securing property, people and
possessions

Spearheading the digital
revolution

All customers are individual,
with problems and demands
that are unique to their own
field of business. Aided by heavy
investment in developing and
fine-tuning its key operational
aspects of project management,
support structure and ongoing
customer care, Quadrant Video
Systems plc’s (QVS) dedicated
team of specifiers, technical sales
engineers and designers have an
industry acknowledged
reputation for providing
customers with a host of first
class, tailor made security
surveillance and access control
solutions.

The desire for safety and security
resides deep in the human
psyche. It is a natural and
fundamental part of our make
up which nowadays, with the
advent of modern technology, is
inspiring the development and
installation of ever more
effective security systems.

Large-scale CCTV surveillance
systems produce a vast amount
of camera image data. Providing
a host of customer benefits,
Synectics has developed a
revolutionary application of
advance technology (IT) and
broadcast digital video to create
a powerful and flexible suite of
digital recording solutions.

Synectics’ reputation as
the UK’s leading
manufacturer of
advanced CCTV control and
digital recording equipment has
been further strengthened, with
its SynergyPro CCTV system
control software winning a
prestigious security industry
award for product innovation.

Designed in partnership with
IBM, the unique solutions bring
together ‘best of breed’ data
storage equipment with
Synectics’ sophisticated digital
image processing technology.
Delivering the next generation of
IT based CCTV security systems,
these advanced solutions enable
customers to realise a fast return
on investment, coupled with fast
access to increased evidential
picture quality recording and
playback.

Synectics’ unique SynergyPro
user interface won through on
the proposition that it ‘creates
the optimum control and
administration environment,’
providing a comprehensive and
easy to use touch-screen user
environment for the control of
CCTV and associated systems allowing operators of major
CCTV schemes to get the most
from their systems and maximise
performance.

Such an important and complex
subject demands expert advice
and consultation, which is why
so many companies turn to QVS
for guidance. With over 30 years’
experience, QVS has an
unrivalled reputation and is one
of Britain’s leading CCTV
surveillance and access control
installation companies.

Award-winning
CCTV control

For more information about Quadnetics Group please contact us at:
North Court House, Morton Bagot, Studley, Warwickshire, B80 7EL
Tel: 01527 850080 Fax: 01527 850081 e-mail: info@quadnetics.com
or visit our website: www.quadnetics.com
Registered number: 1740011

Quadnetics

