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REPORT OF THE DIRECTORS

Tha Directors prasent thuir report on the affairs of the Group fogother with the consclidated financial statements and auditors’
repoit for the yoar sndad 30th Soptember 1994, In these accounts 'Group’ refers o Research Machines plc together with its
subsidinry undertakings, and 'Company’ rafars 1o Research Machinas ple alona,

On 18th Novembor 1994 the Company's shareholders will hold an Extraordinary General Mooting ol which it will be
proposed that substantinily the whole of the Company's nssets, linbiliios and undertakings be i ~nsferred to Ressarch
Mochines (Finance) Limited, a wholly owned subsidiary of the Company, with effoct from 15t Gxober 1984 for a
considaration equal ta tha boek value on ferms 1o bo decided by tho Diroctors of the Company. It will also be proposed that
the Company change Hs name to KM ple,

Alsa on 18th Nuvember 1994, the shoreholdors of Reseirch Machinas {Financo) Uimitod w/ill hold an Exiraordinary Genors
Meating at which it will bo proposcd that tho company approvas the above transfer and that the company's nama ba
changed to Resoarch Machines ple.

1. PRINCIPAL ACTIVITIES AND BUSINESS REVIEW

The principal activities of the Group are the supply of information systems primarily to sducational markets, basex upon PC
tochnology and Incorporating networking, software and sorvices.

The business modal introduced following the rostructuring In 1992 has continued ta oiver bonefits, Ordors for the Croup's
core schools market Increnssd by 6%, Whilst tumnover doclined by 1% to £85.5m, the Company hed o significant inciease in
Its yoor and arder book compared to the previous yoar end,

Tha services and soitware and integraled systems product divisions bot performod woll In thelr second year as
Indepondent business unita, contributing to a grass margin £1.5m higher at £16.7m. Ovorhend costs incroased by £0.0m as
arosult of increased investment in sales and maketing and naw product developrment. Oparating profit incronsed by 20%
£3.5m, Tight cantrol of working capital and good cash generation testliod In not interost ncoms of £36,000, A profit of
£232,000 was roalisod from the disposal ol surplus property, giving & profit before tax of £3.8m.

Yeor onid cash balances ware £6.5m. There weto po bank barrowings and finance leases totalled $0.5m giving a net cash
balance of £8.0m, compared to £3.3m a year sarlier,

The Diroctors are confidont that the Groups® pringipla market, that for information technolagy In acucation, will continus to
grow and the Group is well posivoned to take advantago of Uis growth,

2. RESULYS AND DIVIDENDS
The Group’s profhit lor the yeur, atier taxation, was £2,650,000 (1993, £1,889,000). Tha Diractors do not recomimond tha
payment of & tinal dividend, The otal dividand payabla or the ywar was 4.8p {ney) per sham,

3, RESEARCH AND DEVELOPMENT

The Group undertakes a programemas of reswarch and development 1o snhonce tho parfurmance of existing product aress, to
develop naw products rfated 1o exdiating markats. and 1o anhance access to patantial new markels, All ressarch and
devalopinant costs we witen off in the yeas sn wheeh thy am incured,

4, DIRECTORS AND THEIR INTERESTS

The Dusclorn cf the Tompany. who asrved during the yoar, and thair intsrasts In the share caplal of the Company as
recarded i the registar muntauned in sccordancs with 1ho provisions of the Companies Act 1085 ot the ond of the yoar were
as followe:

1932 1004 R 1904

COrdinmry  Ordinnry Shores Optons Options Shares

Shares el Bharos of wubjectlo  Granted oxorcised  subjectto

1paath  10p wath opion  inysar inyoar oplion

MD. Fischiy 3003040 JRbIOTN Nil il Nil N
RAQ Gitny 8520 40,050 BR800 42143 137,500 487,143
MD. Ginig 1,740 2378 hLtisXeo B LN P L] Nil 142,143
J P Loighteld i Nil N i Nil Nit
P.8 8. Macpherson N N Ril Nil il Ni
J.R. Netheiton 0970 ALY B 00 42,143 Nil BN, 14
MR HJ ORegan JARUIDY 2,005 N N Nil N
P.J, Fatkin L ArR. ] 207,558 #0000 AL1AY 300,000 1427
DWW, Quyanet 25 Nil Nil i Nil Nit
MD.C Snwth 200 2100 Nil il Nil Nit
KA. Spence 2466 J,088 100,000 A0a3 Nl 182743
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REPORT OF THE DIRECTORS

D.W. Quysnor resigned from the Board of Directors on the 27th Apnl 1694. R.A.G. Girling, P.J. Porkin, KA. Spanco and
J.A. Netheiton resigned from the Boan! of Directors on tho 30th Seplember 1994 and were appolnted Directors of Ressarch
Machines (Finance} Limited,

M.D, Fischer and M.R.H.J. O'Regan have a non baneficial Interest as trusiees of the RML Staffl Share Schsme

in 265,518 sheves,

The following are membars of tho Audit Committas; M.R.H.J, O'Ragan (Chalnnan), P.S.S. Macphorson, J.P, Leighfield and
M.D.C. Smth,

Tha follawing ars members of tho Remunoration Committes; M.D,C, Smith {Chalrman), M.D, Fischer and J, P, Leighfiald.
The following are membars of the Nominations Commitiea: J.P Leighliald (Chairman), M.D. Fischer, M.R.H.J, O‘Regan and
M.D,C Smith,

5. SUBSTANTIAL SHAREHOLDINGS
On 15th Novomber 1694 tho following ware registered oz being Interested In 3% or mere of the Company’s ordinary share
capital:

Number Parcontage

ol Shates Hald
M.D, Fischer 3,203,678 20.5%
M.R.H.J O'Regan 2,089,301 13,1%
Citicorp Copital fuvestors Europe Limited 2,227,700 13.9%
3i ple 1,708,250 10.7%
Bisgenus Nominees Limited 800,000 50%
Rothschikl Venturos 750,000 4.7%
Eagle Star Assurance Co Lid 700,000 4.4%

8, CHARITABLE DONATIONS
During the year the Group made vorious shaileble donations totalling £15,000 {1993; £1,000) There ware no other
donations in 1994, In 1093 a further £1,000 was given to ottier locally based community support projects,

7. BISABLED EMPLOYEES

Appllcations for omployment from dianbled persons fus atways luliy considered, beating in mind the optitudes of the
npplicant concemad, In the ovent of menbers of stall becoming disabled every wifort is made to onsuta that their
employmant with the Group continues and that approptiale fraining is xrangoed, It s the palicy of the Group thet the troining,
carear dervlopmant and promotion of disablad parsons should, oa fer as possible, bo identical with that of other «mployses,

o, EMPLOYEE CONSULTATION

The Group placea conndetable vahe on the invelvemant of its enwployeos and continues to keap them informed on matters
affecting tham a3 snpliyees and on the vorious factors impacting the performance of the Group, This is achleved through
formal and Informal meotingy and thw dissemination of written convmunications diractly or via notice boards,

D, FIXEQ ASSETS
An analyeis of the movemant in tangitie fixed astals appears in Note 1010 the linancinl statomants,

10, AUDITORG
Tho Dirscters wild place a resolution be'ors the Annunl Gonerat Meating 10 eappoint Arthur Andarcen ac audltors for the
ansulng yeas

1, LARILIYY INSURANCE FOR COMPANY OFRICERS
As purmitledd by the Compz <es Act 1008, tha Tompnny has puithased inturance cover ot tha Directors agninet liabititles In
relaticn 1o the Campany,

; MM)
By Ordur of ¥ ard
M.D. Greig, Sucratney, Researth Machimas ple
New Mitl House, 1823 Miton Park, Abingdon, Gxon T34 45E

15t NHavembae 1004
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CONSOLIDATED PROFIT AND LOSS ACCOUNT

For tha year andad 30th Seplambar 1994

1994 1883
NOTE £000 £000
TURNOVER 2 65,459 66,212
Cost ot salas (a8,794) (50,987)
GROSS PROFIT 16,899 15,225
Operaling exponsos
- Selling & distribution (7A61) (6,794)
~Roswarch & dovelopment (2,540) {2,370)
= Adminietration (,197) {3,132)
(13,108) (12,208
OPERATING PROFIT 3 3,501 2,920
Excoptiveial itam 4 22 -
Not interust racelvable;(payabie) 8 23 {404)
PROFIT ON ORDINARY ACTIVITIES DEFORE TAXATION 376D 2525
Taxchargs on prefil on ordinary activities 7 (t,110) {6306)
PROFIT ON QRUINARY ACTIVITIES AFTER TAXATION,
BEING PROFIT FOR THE PNANCIAL YEAR 2,050 1,809
Diviclends paid and proposed B (725) {(383)
RETAINED PROFIY FOR THE YBAR 1,804 1,506
Earnings per ordinary shae - Basie 9 T.0p 12.4p
» Fuly divted 9 15.5p

A atatomant e movainents on taserves is glven in Note 17,

The accompnnying notes are an integral pan of thae finantial sa'smaints.
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CONSOLIDATED BALANCE SHEET

As at 40th Seplembar 1994
1294 1583
NOTE £000 £000
FIXED ASSETS
Tangiblo fixed eesels 10 5,103 5800
CIJRRENT ASSETS
Frochald property held for rosala - 1,270
Stocks 12 5,708 4,694
Debtors 13 11,148 13,881
Cash at bank and In hand 8,542 8,652
23,398 26,407
CREDITORS
Ammedints falling duo within one yoar 14 (12,430) (17,753)
NET CURRENT ASSETS 10,083 B,744
TOTAL ASSETS LESS CURRENT LIABIUTIES 16,074 14,834
CREDITORS
Amaunts {alling duo afler more than ono ywu L (1,130) (1.720)
PROVISION FOR LIABILITIES AND CHARGES 15 {104) (242)
14,034 a2
CAPITAL AND RESERVES
Cafled up share capitat 6 1,604 1,531
Share premium aceount w 4,08 4,200
flevaluation rosarva 7 . 403
Profit and loss aecount 7 B,705 L X1
14,8034 12,072

Thess tinancic) statmments wone approved by te Bowd of Direttors on 15th Navenbar 1994,
M.0. Fiather M D, Greig
DIRECTOR DIRECTOR

nb f-:w:lu..

ol
Tha sezempanying n @Ltﬁml pano! these finenclal statomans,
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COMPANY ONLY BALANCE SHEET

As at 30th Seplembaer 1994

1994 1963
NOTE £000 £0Ca
FIXET ASSETS
Tangible fixed asaqts 10 5,108 5,836
Investmant f{\ subsidiary undertakings 11 1,508 1,508
6818 7.344
CURRENT ASSETS
Froahold property hold for rosale - 1270
Stocks 12 5,708 4,694
Ogbtors 13 11,115 14,012
Cash at bank and . hawr! 06,542 6,846
23,385 260822
CREDITORS
Amaunts {alling dus within ono yoar 14 {16,812) {21.925)
NET CURRENT ASSETS 6,753 4,697
TOTAL ASSETS LESS CURRENT UABILITIES 13309 12,041
CREDITORS
Amounts falling due alter more than ono yoor 14 {1,138) {1,720)
PROVISION FOR LInc 2TIES AND CHARGES 13 {104) {242)
12128 10,079
CAPITAL AND RESERAVER
Caled up shata copited 16 1,804 1,53]
SHatg premwsm azcouns 17 4405 4,260
Reviiuztion reserve 1w . 463
Profit and loss o ant 17 6,080 3,825
1120 10,078

Thosa francial atatements were apstoved by the Board of Direttors on I5th Novembar 1994,
M.O.F.acher .0, Greig
DIREGTOR IREETOR
R'D‘ mlﬂ’\:’ﬂ- m i Y
The sccompanying notes ““;w el thato tinencind wtatemonts,
=
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CONSOLIDATED CASH FLOW STATEMENT

For the year ended 30th Seplamber 1994

1094 1893
NOTE £000 £000
NET CASH INFLOW FROM QPERATING ACTIVITIES 18a 2,243 10,178
NET CASH OUTFLOW FROM EXCEPTIONAL
ITEM IN 1992 18 b - {2,047)
2,243 8,131
RETURNS ON INVESTMENTS AND SERVICING OF FINANCE
Intorest recoived 168 39
Intarast paid 75) (253)
Inlarast elemont of financo loase rental (128) {184)
Dividends paid (543) -
NET CASH GUTFLOW FROM RETURNS ON
INVESTMENTS AND SERVICING OF FINANCE {548) {3v3)
TAXATION
Corparation tox pald including advance corporation teux) (21) .
Coiporation tax refunded 109 533
NET CASH {QUTFLOW)ANFLOW FROM TAXATION {102) 533
INVESTING ACTIVITIES
Payments ta axcuire tangiblo fixed nssels (1,888) {1,464)
Recolpts from sales of tangible fixed assete a8 271
Proceods from sale of land and buildings 1th 2,027 -
Loan {o employeo shero trust - (37)
Rapaymont of loan fioin omployeo share trust 37 -
NET CASH INFLOW/(CUTFLOW) FROM INVESTING ACTIVITIES 878 (1,230)
NET CASH INFLOW BEFORE FINANCING A7 7.038
FINANCING
lssue of ordinary share capitad =78 45
Loan repayinent {1,700 {800)
Capital vlament of finance lensa renta) 184 {1,159) {840}
NET CASH QUTFLOW FROM FINANCING {2,581) {1,565)
ADECREASE) INCHEASE IN CASH AND GASH EQUIVALENTS lac {11 5431

The accompanying notes are cn integral part of thase financial statermnents,
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STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

For the year ended 30th Septomber 1954

Group Group Compaty Company

1904 1993 1984 1855
£000 £000 £000 £000
Profit for the financial year attributable to shareholdsrs 2,050 1,688 2,547 1,891
Unrealised deficit on revaluation of prepertias - {3s4) - {394}
Yotal rocognised galns and losses refating to the year 2,05% 1,485 2,547 1,597

NOTE OF HISTORICAL COST PROFITS AND LOSSES

For the yoar ended 30th Seplamber 1934

Group Croup  Company Company

T8 1993 004 1963
£000 £eo0 £000 £000
Roported profit on ordinary activities bafore taxation 2,709 2525 3,054 2,627
Roalization of proparty revaluation gaina of pravious years 716 . 716 -
Ditferance betwnan o historical cost dapreclation charge
and the actun) depreciation chargs of the year caleulated
on the rovatued amount - 10 - 10
Hiatoricn! cos! profit on ordinary activitiss bofora taxation 4,485 2535 4370 2,037
Historical cost profit for Y yoor retained aher
lnxntion ond divikdends 2,800 1516 2,438 1,818
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NOTES TO THE FINANCIAL STATEMENTS

1. STATEMENT OF PRINCIPAL ACCOUNTING POLICIES

A summavy of the principal Group accounting policies, afl of which have been applied consistently throughout the year and
with the preceding Year, is sot out bolow,

(0) Basig of Accounting
The financial statemants are preparod under the historical cost convention, modifisd whore appropriate to Indude freehold
land and buildings at valuaticn, and in accordanca with applicable accounting standards.

(b) Bzala of Consclidation

The Group financinl statoments consolidate tho financial statements of Research Maochinos plc and its subsidiacy
undortnkings mode up lo 30th Seplomber 1994, In the Company's financial statements the investraent in tho subsldiary
undertakings is stated at cost.

{¢) Turnover ond Rovenue Recognltion

Turnover represents the net value of goods supplied and sorvices providod to third partios, Revenue on product salos s
recognised on shipment. Rovonue {rom contracts for maintenance aiid support is rocognised on & pro rata basis over the
contraet period, Rovenue from inatallation, cor itancy and other servicos is recognised whon tho service has baen
pravided,

{d) Tanglhlo Fixed Assoto

Freahold land and buildings are shown at originn) historicat cost or subsequont valuation, loss accumulated depreciation,
Other tangiblo fixed n3sets are thown at cost less accumudated dopreciation,

Deptecintion is providet on all tangible fiked assots except {reahold land, ot rates caleulatod to write aff the cost or valuation
lesa estimatod residual value, evonly over aach asset's expected useful economic lile as lollows:

Freohold buildings 2050 years
Leasohold building Improvements 25 years
Plant & equipmant 410 yeors
Computors 244 yeaors
Vabiclos 24 yoors

Rosesouch *achines' computer units used for the puposes of adninistration, research and development and customer
domonsirations are copilalised ot cast,

(e) Rosonrch and Davelopmaent
Research and development sxponditure is charged 19 1he profit and loss account in thee year In which it is incurred,

(i) Stocho

Stocks are sintad ot tha lowar of cost ord nat reatisnbly value, Costs include oll direct costs Incurod In bringing utocks to
thelr present sinte and location, including an nppropriste proporten of cverheads, Provision is made for obsolete, alow
meving or dejective itams whero oppioptiste.

(o) Taxellon
Carporation tax payable ts praviied on taxablo profts ot ths curtent rale.

Advance comaration tax payable en drvidends pald or provided Tor in the yoar is written off, except whun recovernblity
against conporation tax payable is contiderad 1o ha reasaniably assured, Credit is taken for advance corporation tax written
off In provious yoars when itis recoverable agninst cumrant corporation tax liabilltios.

Doforred taxation {which anises frem ditferonces in tha timing o1 tha Tecognition o} Rems, principally depresintion, in the
financial statoments and by b ta awibatilios) has baen Talzulated on the liskility methad. Deterred tax 1s provided ontiming
ditfarences, whichs wil probably reverss, at tha 1ates of tax Jkoly o b in force al the Uime of reversal,
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NOTES TO THE FINANCIAL STATEMENTS

{h} Foreign Currency

Monotary assets and liabllities dencminaled in forelgn cumencles at the balancs shoat date ars transioted at the mlo of
axchanga uling at the balance shoot date or, whero appropiiate, ot the rata of exchange in a mlated forward contract,
Foraign currency transactions are transiated at the rate ruling on tho dato of the transnction or, whers appropriate, at the rate
In a reloted forwand exchange contract, Exchango gains and losses are charged to or credited to profit and loss as thoy
occur, Tho overseas subsidiaty underiakings rosults ore translated ot the avernge exchange mte for the year for tho profit
and loss account and the year ond closing oxchange rate for the balonce shoaet.

(i) Leason

Assots hald under finance leases are initially reported at tho falr value of the nssot, with an equivalent linbility categorised as
appropriate undor craditars due within or ofter one year. Tho assel Is depreciated over the sheder of the loase term and ils
useful economie life, Finance chargos aro allocated to acgounting porieds over the period of the tease to produce a constant
rate of retum on the oulstanding balance, Rentals aro apportioned botween finance charges and 1eduction of the linbility, and
allocated to operating axponses as appropriato,

Rentals under operating lonsas are chargoed on & straight-lino basis over the laase tarm,

() Pension Costs

It s tho genorad policy of the Group to provide for and to fund penslon Gabilitios on tho advice ¢! externa! actuerdes, by
payment to independont trusts. Indapendent actunrial valuations are canled out overy three years. The amount chorged fo
tho profit und loss actount (tho rogular pension cost"} is caleulated so as to pioduce a substantielly Tovel porcantage of
current and {uture pensionable payroll, Variations from tho regular pension cost are allecated to the profit and loss account
over the average remalning service lives of current membaers.,

Any differencos betwnen amounts charged in tho prolit and loss account and pakd 1o the pensien funds is shown in tae
balance shoet ns a lichility or assol. The pensicn costs for the yoar are shown In Noto & to the financial statemonts,

2. SEGMENT INFORMATION
All of the Group's tumever and profit arose from the Group's principal activities which are basad principally in the United
ICngdom. Export snlas of £401,000 (1993: £323,000) inctuded £110,000 (1093: £130,000) made to the Midclo East,

9. OPERATING PRORAT
The epsrating profitis stated aftor charging:

1904 1003

£000 £000

Depteciation = ovmod dssots 1125 875
« assets hold under finance loases and hire purchaso contracts ax1 544

Cperting lsntos +land and buildings 454 €58
= plant and machinery 2106 24

Atditors' ramunaration  »audit serviews o8 42
- athar profassionnl services 7 n

4, EXCERPTIONAL ITEM
The oxceptional Hem represents the gan on the disposal o1 the Group's heohold proparties In Oxiord, Thets 33 no lax
charge associated with thia gam,
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NOTES TO THE FINANCIAL §

TATEMENTS

5. 8TAFF COSTS

Partizulars of envployee costs (including Directors) are shown below. 1904 1563
£000 £000
Staff costs cornprine:

Wages and salarias 10,530 10,430
Social sncurity costs 918 811
Othar pansion costs {see Noto 19) 557 531
Employse shase schomo 70 80
12,073 11,952
The average manthly number of persons employod by 1694 16903
the Group during the year was as follows: Numbar Number
Employed Employed
Salos and marketing 120 121
Services 158 142
Finance end administration 58 55
Parsonnol 9 ]
Praduct davelopment 52 51
Manufaciuring and assembly 92 75
Totaf 499 453

Diroctors' remuneration;
Stafl cosls Includa tho folowing 1994 1993
tomuneration in respect of Direclors: £000 £000
Fres 52 43
Romuneration (excluding bonus payirents) 64 564
Bonus paymonta 161 75
Pansion contributions - 57 57
574 753

Feos ara paid only 1o NonsExecutive Dirsctars, Tho smoluments of the Exacutiva Directors are detortninod by tha Man.
Executive Remuneration Committes. Tha Frsoutive Dimctors el participate In an annual banus plan, under which the
amaunt of banus 1s detenmined partty by achieviag pwisons? obinttives and partly by the porformancs o the Group, Tha
bonuses shown above for aach ywar reflect both Mamuits and ars normally pard in Jununry of the folloving year, Dotls of
Directors' ntermets in the Compary’s shares are 1ot out In suction 4 of the Repon of the Directors,

In addition to the favs shown above, MR H.J ORegan fnvoices the Group for the provision of consultancy services, The
tetal amaunt involicad in the year onded 30t September 1694 was £12,000 {1 $I3014,000),

The emoluments (axciuding pension contribamions but inchading honusws and banofas in ¥ind) of the Dirnctora 1ol within the
{ollowing ranges:

0 1"} 7] 100 1853
Rumbar HNambar Number Nutmbor

£ E b £
¢ o 5000 1 . 12020 B 125,000 1 -
5,001 o 0o 1 Fed 1ah0m 10 143,000 - 1
10,001 o 15000 2 R 45007 1w 150,000 - k|
8500) to 90,000 - 3 185001 1o 150000 1 -
100,001 o 105000 2 » W00 Yo 178000 1 -

165,00 & 110,000 1 1

The Ghaitman eamed mmuneryon (xctuding bonun payment) o 122,000 44093: L1800 and a bonus of £S51,000
{1P93: £20,000), The higheal paid Director wamnd remnunarition {extluding bonue payment) 1 £1.29,000 (1993; £130,000)
and o borus of £31,000 {190%; £12.000}. Tha smalaments shown abbve do ot inchidn any smaurits for the vatues of share
optiona gionted o Direclots,
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NOTES TO THE FINANCIAL STATEMENTS

9, NET INTEREST RECEIVABLE/PAYABLE) 1994 1993
£000 £000

©On bank !'2ans and overdralts:
- Repayable within 5 yoars other than by instalments 57} (259)
Intacest payable under finoneo leases {128) {184)
(183) {443)
Loss: Intorest receivablo and similnr income 219 3g
36 {doa)

7. TAX CHARQGE ON PROFIT ON ORDINARY ACTIVITIES

1994 1903
" £000 £000
UK corporation tax charge
for the yaor ot 33.0% (1993; A3.0%) 1,288 263
Doforred tax arising from:
Copltal aliowancos (i57) 200
Othar iming ditfarances as o3
1,164 638
Adjustmants in respoct of provious years;
Comporation tox {60) -
Doforred tax 20 -
1,130 o]
8. DIVIDENDS PAID AND PROPOSED 1704 1803
fr i) £000
Ordinary shaves:
= 1094 Interitn paid of 1p por shase (1993; Nii) 00 -
* 1904 socond intedm proposed of 3.8p par sham {1903 Nj) 615 .
» 1003 finad proposed of 2 5p per shave - 383
Vs 383

. EARNINGS PER ORDINARY SHARE

Onsio samings par ordnary shame are bated on the consdlidaled profit for the Fnansiol ysor of £2,059,000 {1902
£1,800.000) nand on 18,636,108 {1082: 15,205,003) tndinegy shares, boing the wulghted averags number of ordlinthry shares
in iague during the year,

Certain Diroctors ond amployess have binn Graned options o subactibe Yor wrdinary shates 2l varinble pricos {s00 Nols
10}. Al 30th Septantbar 1294 optons 1 subsorbie Yor o aoighted nvwregn of 1,671 767 erdinary sharss had besn granted.
The fully dhuted exznings pat ordinary 3are 43 besed on adfjusted wamings o £2,713:009 on the assumplion that the vptions
had baep axaiesed on 10 Qetobor 1050 1or Bate of isvue 4 16ter) and the proconds invested AR5 consulidated wock ata
yield € 7, 16% (s corporation tax) and on & weighted avarnge of A7.507,508 ondinary tharet dssund and fssunbla,
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NOTES TO THE FINANCIAL STATEMENTS

10. TANGIBLE FIXED ASSETS

0) Tha mevement In tha yoar was as follows:-
Land & Plant &

Qroyp Total  Buildings Equipment Computers  Vehicles
£000 £000 £000 f£000 £000
Cost or Valuation:
Boginning of year ‘ 8,158 1,564 2,958 2,579 2,057
Additions 1,897 8 183 912 704
Disposals (2.490) {525) {120) {892) (953)
End of year, at cost 8583 1,047 3,019 2,599 1,808
Doprociation;
Baginning of year 3,266 103 1,17 1,239 805
Chargod in your 1,580 81 ana 553 524
Disposnls {1,377) - (83) {679) {600)
End of yaor 3,455 106 1,217 1,143 720
Net book valuw at r:nd of yoar 5,108 281 1,602 1456 1,160
Nel book value ot buginning of yoar 5.890 1459 1,839 1,340 1,252
Land & Plant &
Compony. Tolal  Buildings Equipment Computors  Vohicles
£000 £000 £0c0 £o00 £000
Cost or Valuation:
Baginning of year 9,005 1,584 2, 2,579 2,021
Additlons 1,097 a 183 012 -
Disposals {2A429) {525) {05) (092) (917
End of year, at crst 8,562 1,047 3018 z500 1,808
Depruciation;
Beglaning of yenr 3,259 03 1,115 1,239 800
Chargstl inyear 1,532 a1 %3 553 505
Disposals {3,398) - {81) (876) (578)
End ol yoor 2455 108 1417 1,143 e
Nat bock value nt and of yesr 5,108 Bat 1,002 1,458 1,169
Nat book value at beginning of yenr 580 1450 1,813 1,340 1,221

b) Freshold progertius held at valoation;

At 20th September 1092, lreshokd propartios {which wery baing marketad] were revalued down to £1,800,000, & Directors'
valualion taking into account the ofims raceived. Tho disposal of certain land and bulldings was antichiated within one year
and, necontdingly, £1,.270,000 was ttandlered tocument avsais,

Al trosheld land and bulkdings were diaposed of during the yaat ehded 20Mh Boptombor 1534 gving fsw 1o & profil of
£232,000; AL30th Sustasmber 1534 all semaining land.and bulidings aire held on loases With tetma of loss than 50 yars,

¢} Assats hold under finance laase!
Plant and Caupment, Gompiiters and Vehiles include the following awsets which are held undet financo Tazses:

A0th Beplembat 1Ho4 ‘A0th Septambor 1003
Camputar Vahicles Tomputars Vohicles
000 £000 £000 £000
Cost 278 1401 055 5,874
Accunulatod depiezintion 1151) {820 1177) {750)
Net back value pris] o) AYd 1114
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NOTES TO THE FINANCIAL STATEMENTS

11. INVESTMENT IN SUBSIDIARY UNDERTAKINGS Compsay Company
1003 1963
£000 £000

Research Machines (Financa) Limited 1487 1,487

Resevarch Machines GmbH 21 21

Bimridoll Limited - -

Oxford Leaming Systems Limitad - -
1,508 1,508

Rasearch Machines {Finnnco) Limited Is whelly ewned, dormant and rugistored In England,

Rosearch Machines GmbH is wholly ownod and s incorpocated In Gormany. s principly activity Is the markeling of
Research Machines' preduct range in Gormany,

Bimidall Limited is wholly ownad and registerad in England. It Is the truston of the employee share ownorsiip trust,

Oxford Loarning Systems Limited Is wholly owned, dormant and was ragistored in Englani on 15th April 1094,

12. STQCKS 1004 1683
£000 £000
The illowing are Included in the net book value of stocks for the Group and tha Company:
Compononts 2,712 3,510
Waork In progress 163 3
Finlshad goods 2813 1,181
5,708 4594
1), DEBTORS Group Group Company Company
Due within one year; 1903 1983 1 1993
£000 £000 £000 £000
Tiada doblors 10,433 13,290 10,5433 12277
Cthor deblota:
= Arnounts owad by subsiinry undestaking - . - 148
» Qthat 128 74 125 172
= Loan to employam thara bust - a7 - 37
Prepayments and accrusd incomas .3, ] ABY 507 350
11,148 13,801 11118 14012
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NOTES TO THE FINANCIAL STATEMENTS

14, CREDITORS Group Group Company Company
Due within ane yeas: 1994 1993 1994 1893
£000 £000 £000 £000
Obligations under financo loases 304 770 304 770
Bank loan (secured) - 1,700 - 1,700
Trade creditors 2,351 7,416 2,851 7410
Amounts owed to subsidiary undertaking - - 4,182 4,182
Other craditors;

= UK corporation tax payable 1,209 148 1,209 148
= ACT ot dividends 183 "t 193 111
- Sodn Socurity and PAYE aes 367 38 a67
VAT 1,762 1,847 1,752 1,664
= Qthor 238 230 238 09
Proposed dividends bis 383 815 383
Aceruals and doferred incomo 4,682 4,081 AAB2 4,681
12430 17,753 16,612 21.025
Duo after moro than ono yoon 1694 1000 1094 1003
£000 £000 £o00 £000
- within 1-2 yoars - obligations under financo leases 218 | 880 i 218 680
- accrualt and doferred income 691 585 o 585
s vithin 2.8 years » abligations undor inanco lonses 28 170 ”% 170
- accruals i deferred Incomn 208 265 202 285
1,130 1,720 1,136 1,750

15. PROVISION FOR LIABILITIES AND CHARGES 008 1963

000 £002

Pravialon for liabiites ared charges comprites dolotnd tax for the Groun and Gompany as follows:

Excass of tax alowancer over book depreciation of tangible lixod assels 328 459
Short lerm iming diflersncos {69) {108}
ACT rocovirablo {153) {11
104 242

Tho movarment nb doferted WX comprson plo ) 1683
£2000 fobo

Baginning of yoor 242 -
(Credilad}iCharged Y2 prolit and 1ass (%) %53
ACT recoverab:a tanslarred % curment lax m -
ACT on propoiad dividand (5 113)
End cf yeat 104 AR

Thete arn no unptovided deferred tax hinbilites {1683 ENI).
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NOTES TO THE FINANCIAL STATEMENTS

1h. SHARE CAFITAL 1904 1993
£000 £600
Authorised:
22,000,000 Qudinary Sharvs of 10p oach (1992:22.300,000) 2,230 2230
Allottad, called up and fully paid:
10,035,737 Ordinary Sheres of 10p oach (1953:15,313,237) 1,604 1,531
Nutnber Premlum
During the yoor the follawing Crdinary Shares of 10p each of Shares Arising
wore wlotted for cash: £000
- Issued on exapzise of uptions 722300 205
RAML Staff Shory Scheme

The RML Stal Sharo Schomoe is an Inland Rovenue approved employeo share schama conetituted undor a trust deod, As at
20th Scpt ~sbet 1994 the brustios of *ho scheme held 265,519 shares on boha!f of the employoes,

The employoo shara ownnfship trus!

The employoe share cwnership trus! owns 2,858 shares in Ressarch Machines ple.

The flesonrch Machinas Limited 1064 Shore Cplon Scheme

As L 30th Saplumntaer 1694 the following options gavsted under tha Research Machines Limited 1084 Share Options
Schoma in respect of ardinery shares of 10p ssch watw cutstanding:

Calondar Year Numdor Porled Price
of lasue of Shares of Opllon por Share
0as 10,000 10 yoora £0.40
s 625,060 10 yenra Lo
1037 15,000 10 yonrs £040
1948 2,000 10 yonrs £0.50
1040 178,000 10 yonse 120,80
L 205,000 10 yonra LOR5
1R 193,000 10 yenrs I )
1003 135,000 10 yonre £0.85
1u54 20,00 10 yonts 1.1

1,005,00%
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NOTES TO THE FINANCIAL STATEMENTS

17. RESERVES AND RECONGILIATION OF MOVEMENTS IN SHAREHOLDERS' FUNDS.

The Company has taken ndvantage of section 230 of tha Companies Act 1685 and has siot presunted its own profit and lous
account,

1994 1393
Shore Share Roveluation Profit Total Tota!
cepltal  premium feserve ondloss  sharcholders'  sharsho'ders'
account  wecount account funds funds
£000 £.000 £000 £000 £000 £000
Group:

Boginning of the year 1,53 4,260 483 sA18 12,672 11,515
Retained profit for the yeor - - - 1,884 1,884 1,568
Tranaler of resarve - - (453) 1483 - -
Revaluation of land and buildings - - - . - {394)
Shares Issuad during the yanr 73 205 - . 278 45
End of the year 3,604 465 - 8,765 14,834 12,672

Company;
Beginning of ths year 1,51 4,260 453 3,829 10,078 8g20
Retnkied profit for the yeer . - - 1,172 1,772 1,008
Ttans(oer of rasorve - - (483) 483 - -
Revaluation of land and buildings - . . - - (394)
Shares fssued during the yenr 73 205 - - 278 45
End of theyour 1,804 4,485 » 8,050 12,128 10,072

Th3 RoveJua®inn resorve was transtened (5 the Profit and Loss account during the year following tha sale of the proparties 1o
which the tva_.va rolated,

10, NOTES TC Tiad CONSOLIDATED CASH FLOW STATEMENT 001 1993
£00) £000

{a) Raconcilintion ot operaling profit ta pet cash Inftew fiom eperating activities

Operating profit 3,501 2929
Daprociation chargo 1,008 1419
Losuj{Profit) on dinponc? of tangiblo fixed assets " {38}
{Incren1e)Docraale in stock (t,01¢) 2,606
Dacroass in debtors 2,70 2,500
Jb_goﬂznnamw n erisdiiors {1,5¢0) 202
Netgash inflow fre.a oporaling activitlne 2,243 10,178
(b) Raconcliintion of axceptional ltum to net caaly Infiow {outfiow) from excoptionnl itam

Excoplonal item =2 -
Profit on disposnl of nxceptional Rem {233) -
Decroate in traditors miatng % 1992 exteptional fism - @040

Procewds on disposal of exzeptional tom 2,027

HNolcash lnlluw,’(oumaw; from sxcoptions! I sm 2027 {2,047)

(¢) Annlyals of chan;;bn In cash and coah aquivetents

Bakwnce al buginning of year 8,52 W28
Net cash fouthiow)inlow {110} 5447
Bolante ate»+ of yaar U542 8,850
{) Analyals of chunges in fnanco loasa rantels duting the yost

Balance at beginning of year 1,320 2o
Inception of fininto ase contracty e 550
Termination ¢f fnance feaas contracts [eod) 112)
Copital slarvant of bnanen leaso rantal 11,158) 7840}
Balance atend of year . 547 1620
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NOTES TO THE FINANCIAL STATEMENTS

19, PENSION SCHEME
The Group's pri.icipal pension scheme provides benefits based an both fina! pensionable salary and the yalue of Indrvidun!
acceunta, The a

to the Profit and Loss Account 3o as to sproad the cost of pensions over the employoas' working lives with the Group, Ths
contribulions ore detammined on the ndvica of a qualified acluary on tho basis of valualions cafried out af laast avery thres
years. The most recant valuntion for accaunting purposes was carried out s ot 15t luly 1904 and used the Projected Unit
method of funding, The assumptions which have the most #gnificant olfoct on iha results of the valuations are those relating
to the mia of retum on Invastments and the rates of increase In salaries and peissions, Itwas assumed that investmont
returiis would bo 9% p.a., that saloy increnses would average 8% p.a, and that prasont and fy'wre pansions would incroase
atthe mto of 3% p.o. Assels wore assumed to be invostad In o Notonal Portfolio comprising equitins matching the
Financiz! Times - Actuarios All Share index, Dividends wore assumed to increase al 4,55 p.a,

At the time of valuation the mnarket value of the Schame's nasels was £6,215,000 and the actuarin! valup of these nszals
ropresented 98% of the benofits that had aseruod to mombers, alter allowing for expacied future increases in salares. The
valuation also showed that the oxpectad 121, torr cost of the Schame to the Group was 9.0% of Pensionable Sclarios,
Company contributions have bsen paid at the mie of 9.8% of Pensionablo Salcrjes to 313t January 1894 and at the rala of
8.8% thereniter, The reduction reflocts an increasa in the level of member contributions payable from this date, from 4.0% to
5.0% ol Pansionable Salarias

The Qioup 3o makes payments to defined vontibution peiision schames on bahalf of certaln membors of the Group.

Tho pansion cherge for the yoor Is di: stased ir; note 5,

Inclodad in crudilors falling due within one year are outsianding pension contibutions of £91,000 (1993:£99,000),

20, CONTINGENCIZS AND COMMITMENTS

(0) CommEiments under oporoting leases

The Group and Company lense coitein asidts 2o oparating lpasos, the terms of whirs are subject %o renngotiation at
vorious Intervals as spocifind in the lenso agroaments,

The Group and Company nre comnutied 1o tho foliowing paymonts in the coming yoor I respeci of oporating leasas:

1 Group woohp Cempany Company
Lnad & Lond &

Bulldings Qthars Bulldings Othors

£000 Lo (000 OO

Loases axparing within 1 yoor 7 b:3 1 7 3}

Leases axpiring within 2.5 years n L N 1]

Laases expiring af cr mora than 5 yenrs s - 500 -

L) a2 838 52

103 Qroup Group Conyary Company
tn 18 Lawid &

Buldings Othors Buildings Othots

£000 £000 2000 £000

Leasos expiring withan 1 yoar - 39 . 39

Lonses explring witiin 2.5 yours bl W o4 w7

Joares expiting a'ter more \hen 5 years 508 - ia] -

— 02 136 Lils] 138

{b) Copllal Commiimanta

Tt Group and Company have tha following eapital espenditire tommitmanta: nupa 1973
2000 fooc
Authatised, netyct eontracted for 67D 189
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DIRECTORS' AND AUDITORS' AESPONSIBILITIES

Company law reguires the Diroctars to prepare financlal statemants for each financial yoear which give a truo and fair view of
the state of affairs of the Group and the Company and of the prefit or loss of the Group for that period, In preparing those
financiol statements, the Diteclors are required to:

- saloct suitable accounting pelicies and then apply them consistontly;

»maoke judgements and estimates that are roascnable and prudant;

- state whether opplicable secounting standards have been followod, subject to any material departuras disclosed and
axplained iis the financinl statements, and

- prepare the financinl statoments on the going concarn basis unloss it is inappropriats fo presume that the Group will
continue in businaas,

The Diractors are rospensitle for kesping proper accounting racords which disclose with reasonak » accuracy at any tme
the financial position of the Group and the Company and to enable thom to onsure that the financial statemonts comply with
the Compznisa Act 1985, They are cloo rosponsible for safeguerding the assots of the Group and the Company end henco
for taking reascnotle staps for the Fiovention and detaction of fraud and other imegularities.

Company law requites auditors to form on independant oplnion on the financial statements preseniod by the Diractors besod
on thair nudit and to report their opinion fo the shareholders, Tka Companies Act 1985 also requires auditses 1o roport to the
sharuholders if the follewing requirements are not mot:

- that the companies in the Group have maintainod propei accounting records;

- that the financial slatements are in agrearmont with the nceounting recards;

- that Diractors' emoluments and ather transactions with the Dlrectors are properly Giselosed in the financial stalomeonts; and

+ that the auditors have oblained il the Information and explanations which, to the best of thelr knewladge and buliof, are
necassary for the purpoce of their audit,

The auditors' opinion doos not @ncompass the report of the Directors on pagos 2 and 3, Howavar, tho Companles Act 1085

requires auditors to report to the sharoholders if the mattars contained In the roport of the Directors are inconsistant with the
financial statoments,

REPORT OF THE AUDITORS

Wa have audited the finuncind slatements on pages 4 to 18 which have been prepared undor the historical cost convention,
as medified by the revaluation of cerlan fixed assels, ond the accounting policies sot out on pagas @ and 10,

lors
As desenbed on thiz page the Company’s Direclors are respontiblo for the prepamton of the financial statements and It is
aur rasponsibilty to form an Independant epinien on those sintemonts and 1o repoit our epinion to you,

We condutted our audit in accordance with Aud.ting Standnrds insuad by the Auditing Practices Board, An audit indudos
axamination, on o tost basis, of avidence telovan! to the amaunts and dikdosures in the financial statemonts, It also
includos an asseaemont of the aignificant 83smates and judgaments made by the Diractors i the preparaton of tho financia!
slatemaonts and of whether the aceaunting pelicies are appiopriate to tha circumstancos of the Conpeny and the Group,
consistently applied and adequataly disclozed,

Wa planned and performed aur audit so a2 to etiain ol the information and expianations which we considarad necossary in
ordot o provide us with sulficient ovidurre 1o give masonnble nssurance that the financial stalements are froe from material
misalaterment, whethar couted by traud or othor irregularity or entor. I forming our opinon wo also evaluated the overall
adequacy of tho prosentatior 2t wfomilion in the fnancial slaloments,

Qclnlen ,

In cur op.nion the financial alataments f1ive a tuw ond toir view of the state of alfairs of the Company and of the Group ot
30th Septembaor 1934, and of tho Greup's profit and cash flows for the yaar then snded, nnd hava besn properly preparod in
accerdinse with tho Companios Act 1005

LT Ml

ARTHUR ANDERSEN

Chrrtorod Accountants and Rogisterod Auditary
Abbots House, Abbey Streat, Reading, RGY 25D
15th Navomber 1974
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FIVE YEAR SUMMARY

£000 (oxcopt where stated)
TURNOCVER
OPERATING PROFIT/{LOSS)

Profit/{los) on ordinary activitios before
excoptional items and tnxation

PROFIT/{.OSS) ON ORDINARY ACTIVITIES
BEFORE TAXATION

FROFIT/LOSS) AFTER TAXATION
EARNINGS PER SHARS *

{Fully dilutad)

Including exceptiona! itemsa

Excluding axceptional itoms

DIVIDENDS PER SHARE (nof) *

CAPITAL EMPLOYED:

- Shereholders’ funds

= Net borrowings/{Net cash)
{including finance lensos)

TOTAL

CPERATING PROFIT/(LDSS'. AS A PERCENTAGE OF

= Turncver
- Average Capital Employed

NET BORROWINGS / (NET GASH)

AS A PERCENTAGE
OF SHAREHOLDERS' FUNDS

*1960 hos boon adjusted to teflect the 9 for 1 bonus sue

30 Sept
1800

62,929

4,306

3,254

3,254

2,034

13.0p
13.0p

.2p

15,508

2,301

17,894

0.8%
23.90%

14.8%

in 1991,

30 Sept
1801

62,200

2,334

2,260

2,051

1328

8.1p
8.8p

13p

18,801
144

17,005

3.6%
1374

0.9%

30 Sept
1092

65,087

{279)

{827)

(6,575)

{4,881)

(27.4p)
(5.8p)

11,516
331

14,826

©.4%
(L)%

20.8%

30 Sopt
1003

68,212

2929

2,525

2,525

1,863

13p
11.3p

25p

12,672
(3,332)

44%
24.2%

{26,2)%

30 Sept
1094

65493

3,501

2,537

3,769

2,550

15.5p
14.2p

4.8p

14,834
(5,995)

8,839

53%
J4.5%

80.%
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