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‘Statement of the Chairman and

the Chief Executive

Strategy

The strategy of Lupus Capital plc {"Lupus”
or "the Group”) is to invest in, or acquire,
small and medium sized public companies
which are facing strategic barriers to
development whether of a corporate or
commercial pature. Lupus intends to
generate significant returns by providing
and, where necessary, implementing
strategic plans for these companies,
including appropriate exit routes. Lupus
creates value by providing a service to
sharehclders and company boards, as well
as to acquisitive well-run international
companies looking to expand and to
diversify their businesses,

A brief review of the activities of each of
Lupus’s investments is made in its interim
and full year statements, particularly in
relation to companies that are wholly-
owned. Additicnally, each Annual Report
and Accounts includes a more detailed
description of wholly-owned businesses.

Implementation of strategy

Lupus’s strategy is to hold, at any one time,
major investments in approximately five
companies. Such investments may be
wholly-owned or represented by a strategic
interest in up te seme 25% of the issued
share capital of the particular company.
Following the acquisition of Gall Thomsan
Environmental ple, now Gall Thomson
Envirenmental Limited ["Gall Themsen”), in
December 1999, Lupus continued to build
up its portfolic of assets during the course of
2000 and 2001 and reached its oplimum
level of investrments, in terms of numbers of
compznies in which it has a major interest,
during the second half of 2001, Lupus is
therefore now in a gosition to pursue the key
element of its strategy, the generation of
significant returns by providing and, where
necessary, implementing strategic plans for
these companies, including appropriate exit
routes. In line with this strategy, the first
realisation of Lupus’s portfolio took place in
2001, namely the sale of the stake in Time
Products ple as a result of an offer for the
company by its management.

holding in Time Products ple, during 2001
Lupus bought stakes in Shiloh ple, a
cempany with a fast growing portfolio of
service and supply businesses in the
healthcare sector, and Castings ple, one of
Europe’s leading ductile and malleable
irenfounders. These have supplermented
the existing holdings in Armitage Brothers
plc and European Colour ple.

2001 was a difficult year in both the
cormmmercial and financial markets.
Uncertainty created by the evident
downturn in the US economy early in the
year was greatly exacerbated by the events
of 11 September. The resuit was a very
marked slowdown in corporate activity as
potential buyers waited for signs of
renawed economic activity and stability
within the financial markets, Undoubtedly
this has had a significant, sheort-term
impact on the speed at which Lupus has
been able to realise some of the
investrments within its portfolio.

Against this adverse climate, Lupus's
investments - both Gall Thomsan, which is
wholly-owned, and those in which the
Company has a strategic slake - have
performed well er satisfactorily in 2001,
with the exception of European Colour. We
believe that European Colour was slow to
accept the impact of macro changes in the
cemmercial and financial markets over the
last few years and that the necessary
strategic plans were therefore not put into
effect. However, Lupus now believes that
the company will address its key strategic
1ssues. In the meantime, the significant fall
in its share price means that Lupus has
decided to record a provision against its
investment in European Colour,

After the uncertainties of the past 12
months, Lupus new believes that the signs
are more positive for an upturn in corporate
activity and it expects to be involved in a
number of realisations in 2002, whilst there!
are many good opportunities available for
subsequent re-investment. :
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Financial review
in the year to 31 December 2001, Lupus
made an operating profit, before goodwill

amortisation, of £1.57 million {2000:
[2000: continving operations £4.77 millien).
After a charge of £741,000 (2000: £750,000]
for goodwill amortisation, Lupus made an
operating profit in the peried of £827.000
[2000: continuing operations £554,000]. After
an investment gain of £718,000 and an
investment provision of £1.43 million
[2000: nill, profit before taxation was £113,000
|2000: £527,000).

The net assets of Lupus at 31 December 2001
were £14.57 million [£18.36 million at
31 December 2000) representing 8.53p per
share [9.05p per share in 2000). Net
debt amounted to £6.64 miilion (2000:
£2.84 million]. As at 31 December 2001, listed
fixed asset investments totalled £7.1% million
[2000: £3.93 million].

Dividends

The Board is recommending a final cash
dividend of 0.25p per share (2000: 0.225p].
Combined with an interim dividend of 0.71p,
this makes a total dividend of 0.36p (2000:
0.325p) per share for the year, representing
an increase of 10.8%. Subject to approval at
the AGM, the final dividend will be paid on
31 May 2002 to shareholders on the register
‘at the close of business an 10 May 2002.

?Gall Thomson

business is set out on page 8 of this
report,

Gall Thomson, cur cnly wholly-owned
investment, had an outstanding year in 2001,
significantly cutperferming both budget and
the previcus year's comparative figures.
:Although this cutstanding result relates very
largely to Gall Thomson's main product,
marine breakaway couplings, the smaller
element of the business, industrial couplings,
also did well, particularly in the second half.

£5.34 million (2000: £4.77 million), an
increase of 11.9%. Operating profits before
.corporate costs were £3.01 mitlion {2000:

Statement of the Chairman and
the Chief Executive

©increase of 16.3%.
£1.31 mitlion} on turnover of £5.34 million :

£2.62 millionl, an increase of 14.9%.
Operating profits after corparate costs were
£2.71 millien [2000: £2.33 mitlion], an
Gall Thomsen also
continues to be highly cash generative.

Gall Thamson continues to provide an
excellent service to existing custemers,
whilst vigorously pursuing new opportunities
in markets througheut the world, Ouring
2001, over 85% of Gall Thomson's sales were

outside the UK. Marine breakaway couplings

were delivered to locations in existing
markets such as Egypt, Indonesia, the
United Arab Emirates and Venezuela as well

i as new ones including Bangladesh, Brunei,

Iran and Tunisia.

Gall Thomson had a particularly strong year
in relation to supplying marine breakaway
couptings to facilities cperating off Nigeria
and Angola. Further significant opportunities
remain in this area. Equslly, the delivery of

i marine breakaway couplings to an oil
. terminal in the Black Sea is seen as
. confirmation of the development of sales in

that region.

Gall Thomsen's management team has
ensured that this sales growth has been
complemented by strict cost control and

productivity gains, resulting in furtheri

improvements in gross margins.

Lupus believes that there are a number of
factors behind Gall Thomson's success. First, in
response to the sustained higher level of oil

. prices, major oil companies are undertaking
© significantly
A full description of Gall Thomson's :

enhanced pregrammes  of
exploration and producticn in key development
areas across all five continents. Secondly, the
Gall Thomson marine breakaway coupling is the
market leader in its field, to the point of being
almest a generic name for marine breakaway
couplings. Gall Thormson therefore benefits
from the increasing use of technigues of
production and shipment which specify the use
of marine breakaway couplings. Indeed, a
recent independent report has forecast major
growth in the use of relevant floating production

systerns, over the next four years. Thirdly, Lupus
In 2001, Gall Thomson recerded sales of :

believes that there is increasing general
demand - and in some cases specific legislative
requirement - for environmental safeguards
such as marine breakaway couplings.
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Statement of the Chairman and
the Chief Executive

~ {Environmental protection has become a major
concern even in parts of the world which had
previously not considered it to be a pricrity
issue. Finally, Lupus believes that the attacks

on terror’ will significantly accelerate the
geographic dispersal of oil exploration and
production. This should alse stimulate demand
for Gall Themsen's products.

Gall  Thomson's industrizl couplings
business, KLAW, had a slow start to the
year but saw a particularly strong second
half. KLAW has the potential to develop a
significantly greater market share in
industrial couplings.

iLupus  believes that Gall Thomson
represents a olueprint for its retationship
with wholiy-owned businesses, resulting in
a pattern of strong growth. In the case of
Gall Themson, Lupus's strategic skills and
support have combined well with the
outstanding operational capabilities of Gall
Thomson's management team. Lupus has
provided investment behind a focused
strategy. It has also given input on certain
strategic financial and commercial matters
while adhering to a strict policy of non-
interference in cperational matters, In the
‘two years t¢ 31 December 20601, since
Lupus acquired the company, Gall
Thomson's sales have increased by 38,2%
to £5.34 million and operating profits by
47.7% to £2.71 million,

Review of investments

Time Products plc [“Time Products”}

In March 2001, Lupus announced that it had
acquired a stake in Time Products, a
fdistributor  of watches and associatad
products. Time Preducts's portfolic included
ownership of one of the largest middle market
walch brands in the UK, Sekonda, as well as
the distribution rights to a number of luxury
watch names such as Audemars Piguet and
-Piaget. By 4 April 2001, Lupus had built upa

‘representing 4.1% of the company, Lupus's
intention had been

of 11 September in the US followed by the ‘war |

istake of 1,700,060 shares in Time Products, |

to accurmulate a:
:significantly larger positien in Time Products |
?potentially resulting in an offer for the |

company but, before this was possible, an
announcement was made that an offer in
excess of 180p per share was being
contemplated by the management. On
12 June 2001, @ management buy-out team,
operating as Almar PLC, confirmed an offer
of 190p per share with shareholders retaining
the right to the final dividend. The offer valued
the issued share capital of Time Products at
approximately £79.7 million.

The offer became effective in August and
Lupus realised an investment gain of
£718,000. In addition, Lupus retains a pro
rata entitlement to any proceeds of a
disposal within the next five years of Time
Products's 8.5% holding in the leading
Swiss watch company, Audemars Piguet, in
excess of a threshold of £4.25 miltion.
There can be no certainty that any such
sale will take place and accordingly no
value is attributed to this entitlement.
Time Products, with its interesting watch
brand portfolic and strong cash position, is
representative of the type of investment
which Lupus seeks.

Armitage Brothers plc [“Armitage”)
Armitage  develops, manufactures and
supplies pet accessories and pat foods.
Lupus was atiracted to Armitage by the
centinuing growth in consumer demand in
both of these sectors and by the company's
powerful portfolic of brands. These brands
include: -

= Wafcel - specialist dog food

* Good Boy - dag treats

* Rotastak - small animal housing
» Algarde - aquatic accessories

* Kagesan - sand sheets for birds

Although Armitage has a very attractive
range of brands in pet accessories and pet
feods, it is operaling within sectors that
Lupus believes would greatly benefit from
industry consolidation. Armitage’s trading
perfarmance has been satisfactory given thei
particular pressures of the last year, and the
company has generated cash, but Lupus
believes that its market positions might well
be better exploited within larger groups.
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Lupus continues to maintain a close |

‘relationship with the board and senior
management of Armitage discussing a range
of strategic issues. Lupus believes it to be a
very positive relationship.

‘Lupus owns 549,500 shares in Armitage,
representing 13.6% of the issued share
‘capital of the company.

[European Colour ple [“European Colour”)
‘European Colour is a speciality chemicals
company comprising a holding cempany with
‘two divisions providing specialist pigments

operates in a sector which, in recent years,
has been, and Lupus believes will continue to
be, subject to worldwide consolidation.

Lupus believes that European Colour was
slow to accept the impact of macro changes
in the commercial and financial markets
over the last few years and that the
necessary strategic plans were therefore not
put into effect. Combined with the short-
term pressures relating to the slowdown in
economic  activity, these long-term
istructural pressures have resulted in a
particularly poor performance by European
Colour's pigments division.  This pocr

statements by European Colour. However, it
should be noted from these statements that
European Colour remains profitabte and thal
the coatings division has been perfarming
robustly.

Lupus has been involved in prolonged and
detarled discussions about strategic
matters with
management of European Colour.
week, European Colour announced certain
board changes. Lupus supports these
changes and believes that the company will
now address its key strategic issues.
Lupus owns 4,691,616 shares in European
Colour representing 10.1% of the issued
share capital of the company. However for
the reasons outlined above, Lupus has
Edecided‘ to record a provision {o reflect
permanent diminution in value mn ite
‘helding in European Colour,

6 Lupus Report & Accounts
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performance has been articulated in !

the board and senior |
Last |

Statement of the Chairman and
the Chief Executive

Shiloh plc ("Shiloh™)

In November, Lupus announced that it had!

acquired & disclosable holding in Shiloh, a
cempany providing a number of healthcare
services and supplies, with ambitions to
become a leader in its field in the UK,
Shiloh was originally a cotton spinning
company but, faced with the inexorable
decline of its industry, it slowly built up a
division relating te the supply of healthcare
products. Following the disposal of its
spinning business some two years ago the
company became dedicated to the
healthcare sector. Currently its business
areas include: -

* maobility services

* sterilisation services

* incontinence pads

* theatre supplies e.g. gowns and wipes
¢ cotton wool

+ hospital and home delivery services

* woundcare products

Shileh has the opportunity to develop many of
these product areas and services primarily:
with the NHS but also with Social Services
and the private sector. For example, the
provision of mability aids (most notably
wheelchairs) is an area of significant
potential. It is currently a highly fragmented
market and, following its initial acquisitions,
Shileh is already the largest provider in the
UK but with only a tiny fraction of the market.
Equally, thers is scope for extending
throughout the UX high quality sterilisation
services based on the company’s model
operation in Scotland, Trust Sterile Services
['TSS"]. This type of sterilisation service
covers hospital operating theatre equipment
and is an essential element in meeting
increasing concern about HAls [Hospital
Acquired Infections). TSS has also been very
successful in winning contracts to provide
surgical instruments to hospitals,

Lupus is working closely with the beard and
senior management of Shilah, discussing a
range of strategic issues,
Lupus owns 598,711

shares in Shiloh

. representing 9.1% of the issued share capital
; of the company.
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“Gastings plé [“Castings’] e
‘In November, Lupus announced that it had :'
“acquited a disclosable halding in Castings, |
~one of the leading ductile and malleable !
“ironfounders in Eurcpe. f
'Castlngs supplies customers in & range of
“industries including automotive, commercial
‘vehicles, raitways and construction and adds |
_value through its increasing machining |
‘capacity. It has had an outstanding recerd of |
Psuccess in terms of profitability and cash |
- generation - at 30 September 2001 it had |
{ built up almost £30 million of cash - but Lupus |
“feels there is 2 mismatch between its stock !
: market value and its commercial value. |
‘Lupus is n the early stages of its |
- discussions with the board and senior
imanagement of Castings whose success
‘over the years does not appear to be?
‘reflected in the company’s share price, :
flupus owns 2,000,000 shares in Castings |
_represanting 4.6% of the issued share |
capital of the company. :

: Current trading
‘Gall Themson has made an excellent start |
.to the year. Its order book at the beginning !
rof January was over double that of the
“same time last year and it rermains at a very
‘high level. Lupus, therefore, expects Gall
‘Thomson to have a strong first half,
:significantly up both on budget and last
‘year. The outlook for the rest of the year

also looks vacy encouraging. :
i Although events in 2001 significantly slowed
‘down corporate activity, Lupus is cenfident
i that such activity will pick up in the coming
i months, leading to the realisation of some of |
: Lupus's investments.
‘Lupus believes that there are many |
interesting prospects in terms of new |
sinvestments and the Board continues to view
the future with confidence. :

| Cliver Stocken M’ A
;Chairman

:Charles Ryder _
. Chief Executive

: 27 March 2002
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Introduction
Gall Thomson is a marine and industrial 7

coupling business which s based in the
UK. Its major activity is the supply of
marine breakaway couplings and this
‘business is based in Great Yarmouth,
Norfolk. The smaller industrial couplings
‘business, cperating threugh KLAW, is
ibased in Trowbridge, Wiltshire.

Description of the marine and industrial
coupling business

Gall Thomson is the leading supplier of
marine breakaway couplings for oil and gas
industry applications. A breakaway coupling
is used to enzble a loading line to part safely
and then to shut off supply in the event of a
‘vessel moving off station during the loading
‘or discharging of oil and gas products,
whether at ofishore meorings or jetty off-
loading terminals. In short, it prevents
environmental poliution and damage to
purnping and transfer equipmant.

The custemers of Gall Thomson are
contractors, constructors and operators of
floating offshore sterage and production
facitities and  off-loading terminals,
particularly major censtruction companies
and oil and gas companies, together with
‘suppliers of hose strings. Gall Themson's
Iproducts are sold to customers throughout
‘the world. [A geographical breakdown of the
Group's turnover is provided on page 24.)
The Gall Thomson marine breakaway
coupling is recognised by Lloyd's Register of
Shipping and other classification societies.

Gall Thomson has a strong market position
in the supply of marine breakaway
:couplings. Each coupling has to be specified
for the particutar instaliztion in relation to
factors such as line configuraticn, loading
:pressure and velocity and the nature of the
product to be transferred.

Gall Thomson markets the couplings both
directly and through agents. In 2000 Gall
Thomscn zcguired the sub-contractor
which  has heen responsible for
manufacture and testing under Gall
Thomson’'s direct supervision. In addition
:to selling the couplings, Gall Thomson
supplies parts and carcies out periodic

Description of Gall Thomsen

. industry, SES was sold

refurbishment for
Gall Thomson has a total of 20 full-time and

¢ 3 part-time employees.

In September 1997 Gall Themson acquired
the business, assets and goodwill of the
camlock coupling business of Welin Lambie
Limited. Camlock couplings are used in
hose and loading arm systems for the
transfer of oil and gas products.

In June 1999 Gall Thomseon acquired KLAW
which  manufactures, assembles and
distributes  industrial quick releass
couplings, breakaway couplings, dry break
couplings and swivel joints to the oil and gas
and power generation industries.

In February 2000 Gall Thomson acquired the
business and relevant assets from Steel
Services [Great Yarmouth) Limited, which
are principally dedicated to the manufacture
of Gall Thomsen's marine breakaway

¢ couplings and are inextricably linked to the

business.

in May 2000 Gall Thomson made a smail
acquisition to strengthen its industrial
ceuplings business, at a cost of £124,000,
Also in May 2000 Gall Thomson
disposed of its US subsidiary, Survey
Equipment Services, Inc, ["SES”). SES,
which represented 2 small part of Gall
Thomson, was involved in the supply, sale
and rental of specialist marine navigation
and survey equipment to the oil and gas
for a cash
consideration of $1.4 million.

some  customers.i
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Corporate governance

" The directors acknowledge the importance of the Principles set out in The Combined Code!

éThe Board of Directors

Audit Committee

Internal control

Remuneration Committee

issued by the Committee on Corporate Governance. These have been applied during the
‘year as follows:

:Executive, a Finance Director, and two independent non-executive directors. The Board

‘number to bring independent judgement on the key issues facing the Group. Peter:
: Cawdron has been nominated as senior non-executive director.

‘The Board meets regularly and is responsible for strategy, performance, approval of
-major capital projects and the framework of internal controls. The Board has a formal
ischedule of matters specifically reserved to it for decision. To enable the Board to
édischarge its duties, all directors receive appropriate and timely infoermation. Briefing
‘papers are distributed by the Company Secretary to all directors in advance of Board
:meetings. All directors have access to the advice and services of the Company Secretary,
-James Orr, who is responsible for ensuring that Board procedures are followed and that

.place to enable the directors 1c obtzin independent professional advice in the furtherance
tof their duties, if necessary, at the Company’s expense.

IA nominations committee is not considered approgrizte because of the small size of the
{Board, but all appointments or potential appointments are fully discussed by all Board

isenior management. Any training necessary will be provided at the Company's expense.

{All the directors are subject to re-election by the shareholders at Annual General
:Meetings. The Articles of Association provide that directors will be subject to re-election
gat the first opportunity after their appointment. At every AGM one third [but not more than
rone third] of the remaining directors who are not subject to re-election because of a recent
éappointment witl be subject to re-election on a rotation basis. In addition, pursuant to The
iCombined Code each directar will be subject to re-election at least once every three years.

 executive directors under the Chairmanship of Peter Cawdron. When appropriate, meetings
are also attended by relevant executive directors. The Audit Commitiee meets at least twice
‘a year and considers the appointment and fees of the external auditors and discusses the:
'scope of the audit and its findings. The Committee is also responsible for monitoring:

sinterim financial statements prior te their submission for approval by the Board.

{The Remuneration Cornmittee currently comprises the non-executive Chairman and the
?two non-executive directers, under the Chairmanship of Cliver Stocken, The Committee’s
‘role is to consider and approve the remuneration and benefits of the executive directors.:
‘The report on directors’ remuneration is set out on pages 11 and 12

| The directers acknowledge that they are responsible for the Group's system of internal
rcontrols and for reviewing the effectiveness of those controls.

Throughout the year, the Board has comprised & non-executive Chairman, a2 Chief

includes a non-executive Chairman and non-executive directors of sufficient calibre and

applicable rules and requlations are complied with. The appeintment and remcval of the
Company Secretary is a matter for the Board as a whole. In addition, procedures are in

members. All new directors and senicr manpagement are given a comprehensive
introduction to the Group’s business, including visits ta the principal sites and meetings with:

The Audit Committee currently consists of the non-executive Chairman and the two non-

compliance with acceunting and legal requirements and for reviewing the annual and

Lupus Report & Accounts 9
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éRelations with shareholders

Statement by directors on compliance
with the Provisions of The Combined Code

Directors’ responsibilities for the
financial statements

iGoing concern

" Procedures have Eé"e"r'l'&éveloped to s'éi‘é'g"ﬁ-a rd assets é"éé_ihst unauthorised use or dié'p'o_s_i';i_éh

Corporate governance

and to maintain proper accounting records to provide reliable financial informaticn both for
internal use and for publication. In accordance with the guidance of the Turnbull Committee
on internal control, the procedures are reqularly reviewed in the tight of an ongoing process
tc identify, evaluate and manage the significant risks faced by the Company. The procedures
are designed to manage rather than eliminate risk and can only provide reascnable and not
absclute assurance against material misstatement or loss.

The procedures have been in place for the year under review and up to the date of approval
of this report and accounts.

No changes to internal procedures are considered appropriate as a result of events during
2001, Whilst a rigorous process of risk assessment is undertaken when making and
maintaining an investment, the Group's internal control procedures cannot extend (o internal
matters at the Group’s investee companies where these comparnies are not subsidiaries.

Communications with shareholders are given high priority. There is a regular dialogue with:
Institutional shareholders including presentations after the Company's preliminary
announcement of the year-end results and at the half year,

The Board uses the Annual General Meeting to communicate with private and institutional
investors and welcomes their participation, The Chairman aims to ensure that chairmen
of the audit and remuneration committees are available at Annual General Meetings to
answer questions, Details of resolutions to be proposed at the Annual Genaral Meeting on
22 May 2002 can be found in the Notice of the Meeting on page 37.

The Company has been in compliance with the provisions of The Combined Code and the
guidance of the Turnbull Committee throughout the year to 31 December 2001.

Company law requires the directors to prepare financial statements for each financial year

which give a true and fair view of the state of affairs of the Company and of the Group and

of the profit or loss of the Group for that period. In preparing these financial statements,

the directors are required to:

* select suitable accounting policies and then apply them consistently;

* make judgements and estimates that are reasonable and prudent; and

* state wheather spplicable accounting standards have been followed subject to any
material departures disclosed and explained in the financial statements,

The directors are responsible for keeping proper accounting recerds which disclose with

reasonsble accuracy at any time the financial position of the Group and enable them to

ensure that the financial statements comply with the Companies Act 1985. They are also

responsible for safequarding the assets of the Group and hence for taking reascnable steps

for the prevention and detection of fraud and other irregularities.

The directors cenfirm that they have complied with the above requirements in preparing

these fingnciat statements. :

After making enquiries, the direclers have reasonable expectation that the Group has:
adequate resources to centinue in operational existence for the foreseesabls future. For this!
reason, they continue to adopt the going concern basis in preparing the accounts. :

310 Lupus Report & Accounts




Report on directors’ remuneration

L

.The Remuneration Committee is responsible far 'deterrﬁining'la'nd ré'v't'ewing" the terms of-
tappointment and the remuneration of executive directors. The Committee also reviews the
decisions of the Chief Executive on the remuneration of the other senior executives to
iensure that reasonable and consistent criteria are applied to the management and review
‘of all senior executive benefits packages. The Coemmittee takes external advice, as
‘approprizte, on remuneration issues and takes cognisance of major surveys covering aill
‘aspects of the pay and benefits of directors and senior executives in many companies.

The Committee aims to provide base salaries and benefits which are competitive in the
‘relevant external market and which take account of cempany and individual performance
‘thus gnhancing the Group’s ability to recruit and te retain individuals of the calibre required
for its continuing business success. It is the policy of the Committee to provide financial
‘incentives and to reward superior performance over the medium and long term by creating
‘opporiunities to enable senior executives to earn cash bonuses and share-reiated
‘payments, which result from achievement of stretching performance targets. The
iRemuneration Commitiee currently consists of the non-executive Chairman and the two'
‘non-executive directors under the Chairmanship of Oliver Stocken.

‘Service contracts 5
; Charles Ryder and James Orr both have 12-month rolling service contracts. Their
ﬁremuneration package censists of a basic salary, benefits for car, fuel, private health,
\permanent disability insurance, life assurance and performance related bonus
‘arrangements [see below]. No other directors have service contracts with the Company.

‘Pensions _
" ‘Pension contributions are paid on @ money purchase basis towards the personal pension
arrangements of the executive directers. These arrangements are continually reviewed to ensure
‘that they are appropriste. There is no intention io set up an occupational pension scherne.

‘Non-executive directors
3 :The fees of the non-executive directors are set by the Board. Non-executive directors are
‘entitled to receive half of their fees by way of ordinary shares in the Company, which are
(issued at six-ronthly intervals in arrears.

' Directors’ remuneration !
Salary Pension Total Total

and fees Bonus Benefits contributions 2001 2000
: £ £ £ £ € £
: Executives ;
Charles Ryder ; 124,000 28,379 20,279 31,500 206,158 168,692
i James Orr 126,000 28,379 17,159 31,500 203,038 166,444
 Non-executives ' "
: Oliver Stocken 20,000 - - - 20,000 20,000
‘ Peter Cawdron ‘ 15,000 - - - 15,000 15,000
i Peter Se 3 15,000 - - - 15,000 15,000
 Total 2001 302,000 56,758 37,438 63,000 459,196 nfa
Total 2000 290,600 - 35,136 40,000 n/a 385,136
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‘Share options

Charles Ryder

iJames Orr

‘Directors’ interests

Report on directors’ remuneration

i to the successful realisation of the Company's helding in Time Products plc,

cormpany cars, life assurance and medical expenses cover.

‘The bonus awards were made under the terms of the Management Incentive Scheme!

which was approved by shareholders at the AGM held on 4 June 1999, The bonus relates

The value of benefits received during the year relates principally to the provision of:

The Company believes that share ownership by executive directors and senior executives
strengthens the links between their personal interests and those of investors.

‘At 31 December 2007 options were oulstanding under the terms of the share option
ischemes to subscribe for ordinary shares as follows:

Date
At Number Number At Exercise from which Expiry :
: 31 Dec 2000 granted exercised 31Dec 2001 price exercisable date
1,073,000 - - 1,075,600 M0p 200401 19.10.04
913,705 - - 3,705 .85p 10.11.01 9.5.07
- 400,000 - 400,000 6.0p 26.9.02 253.08.
1,075,000 - - 1,075,000 17.0p  20.04.01 19.10.06
713,705 - - #13,705 9.85p 10.17.01 9.5.07
- 400,000 - 400,000 6.0p 26.9.02 25.3.08

' The closing mid-market price of the Company’s shares on 31 December 2001 was 6.25p
per share and the high and low prices during the year were 8.0p and 4.75p respectively. The
‘average share price over the 10 business days prior to the date of grant of optiens during
Ethe year was 5.875p.

: Options outstanding to directors have not changed since the yzar-end and no award will be
imade in relation to the year to 31 December 20607 as the performance criteria in relation to
Ethe grant of share options for the year were not met.

fThe Remuneration Committee has now formally adopted the following performance
Ecriter’:a in relation to the award of future share options to the executive directors and senior
:manzgement of Lupus: :

Annual increase of net % of annual salary to be |
asset value per share  granted in share options

10.0% 25%
12.5% 30%
15.0% 40%
70.0% 65%

28.0% 100% |

EThe directors’ interests in the ordinary shares of the Company are set out in the directors'gj
freport on page 14 and details of the optiers outstanding are set out above. 5
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" Directors

;'Oliver Stocken

ECharles Ryder

%James Orr

éPeter Cawdron

Peter So

‘Non-executive Chairman
.Aged 40

~he held a number of senior management positions in Barclays and Barclays de Zoete Wedd.|
‘He is also a non-executive director of a number of other companies including 3i Group ple.
GUS ple, Novar ple, Pilkingten ple, The Rank Group ple, Rutland Trust PLC and Stanhope plc.

Chief Executive
‘Aged 48

| Merchant Bank Limited and Barclays de Zoete Wedd Limited and working in both the UK

Oliver Stocken was appainted te the Board in October 1999 as non-executive Chairman, He
was group finance director of Barclays PLC frem May 1993 to September 19992, prior to which

Charles Ryder was an investment banker for ten years being a director of Barclays:

‘and the US. In 1988 he lad a management buy-in t¢ Celestion Industries ple [renamed!
‘Magellan Industries plcl, a publicly quoted industrial conglomerate, and became chiefé
| executive. Magellan was successiully sold in 1994. He was briefly chief executive of Fil}
‘Group plc. He co-founded Lupus Asscciates in 1957 and co-led an investor group, which:
‘acquired a 29.6 per cent. stake in the Company, then known as Environmental Property:
‘Services ple, in February 1999,

Finance Director

1 Aged 51

“James Orr was at KPMG from 1972 to 1995 and qualified as a chartered accountant in 1975,51

i becoming a partner in London in 1989. His professional experience included a range cf;
“international assignments, together with UK quoted and private corporate clients. He 'theni

undertook a censuttancy project for a Swiss multinational and a series of projects in the§

UK before co-founding Lupus Associates in 1997, He co-led an investor group, which:

‘acquired a 29.6 per cent. stake in the Company, then known as Envirenmental Propertyi

| Services plc, in February 1999,

‘MNon-executive

‘Aged 58
{Peter Cawdron was employed at Grand Metropolitan ple from 1983 to 1997, becoming a:
idirector in 1993. Pricr lo that, he spent six years in the United States with a major:
jadvertising agency as finance director, preceded by seven years in investment banking at

|is also @ non-executive director of a number of other companies including ARM Holdings
‘ple, Capita Group ple, Capital Radio plc, Christian Salvesen ple, Compass Group ple,!
| Express Dairies plc and Jehnston Press ple.

'Non-executive

Peter So is an associate member of The Chartered !Institute of Management Accountants
.and The Institute of Financial Services. He has extensive experience in international finance

| non-executive director of several other listed companies, two in the UK, three in Hong Keng
and one in Norway. :

SG Warburg. He qualified as a Chartered Accountant in 1966 at Peat Marwick Mitchell. He:

Aged 49

having worked with financial institutions both in Lendon and Hong Keng. He is currently a
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%Principal activities, review of the business :

:and future developments

:Results and dividends

‘Directors

\Directors’ shareholdings

At 31 December:

Charles Ryder
James Qr
Oliver Stocken
Peter Cawdron
:Peter So

%Substantial shareholders

:Clerical Medical

:Schrader Investment Management Ltd
.Friends vory & Sime

iScottish Value [Undervalued Asset Troust]

Directors’ report
For the year ended 31 December 2001

" The directors present their annual report and the Group accounts for the year ended!

31 December 2001.

: The principal activity of the Group is to invest in, or acquire, small and medivm sized pub'ﬂcg
cempanies, which are facing strategic barriers to development whether of a corporate ar:
_commercizl nature.
. The statement by the Chairman and the Chief Executive set out on pages 3 to 7 contains.
fdetans of the Group's progress during the year together with an indication of future;
| developments. :

The Group loss for the year after taxation amounted to £255,000 (2000: profit £203,000),
The directors are recommending the payment of a final dividend of £425,000, being,
0.25 pence per share making the aggregate ordinary dividend for the year £612,600, being!
0.36 pence per share (2000: £551,000). |

: The following directors have held office during the period since 1 January 2001:
Oliver Stocken

: Charles Ryder

: James Orr

Peter Cawdron

'Peter So

i The directors at 31 December 2001 and their interests in the share capital [all beneficialty%
held) of the Company at the dates stated were as follows: ‘:

2001 2000 2001 2000

Ordinary shares Ordinary shares Options OptionsE
1,580,408 1,295,408 2,388,705 1,988,705
1,680,408 1,295,408 2,388,705 1,988,705,

881,673 695,247 -
343,902 204,082 - -l

1,159,820 1,020,000 -

;

;There have been no movements in the abeve directors’ interests in the period from the year%
end to 27 March 2002. :

‘At 27 March 2002 the Company had been notified of the following other interests in ils§
issued share capital pursuant to Part V| of the Companies Act 1985: ;

Ordinary shares %E

19,669,671 11.56
16,716,664 9.83
12,757,993 7.50!

7,366,133 4.33;
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Directors’ report
For the vear ended 31 December 2001

——
LUPUS

The Group's principal financial instruments compriee bank loans, finance leases and hireé

. purchase contracts, cash and short-term deposits and current asset listed investments.:
‘The main purpose of these financial instruments is to raise finance for the Group's|

operatigns. The Group has vartous other financial instruments such as trade debtors and!

‘trade creditors that arise directly from its cperations. It is, and has been throughout the
| period ynder review, the Group's policy that no trading in financiat instruments other than
“current asset listed investments shall be undertaken. The main risks arising {rom the
i Group's financial instruments are interest rate risk and liquidity risk. Foreign currency risk;

tis minimal due ta the immaterial level of foreign currency assets and liabilities. The Board
ireviews and agrees policies for managing each of these risks and they are summarised
: pelow. These policies have remained unchanged since the beginning of 2000.

Interest rate risk _
;The Group borrows in desired currencies at floating rates of interest and periodically;
‘reviews the Group's expesure to interest rate fluctuations.

i Liquidity risk
The Group's objective is to mafntain a balance between continuity of funding and flexibility
.through the use of overdrafts, bank loans and, where appropriate, finance leases and hire;
i purchase contracts. Throughout the year, the Group's policy has been to maintain short-

term, flexible berrowing arrangements. A periodic review of the Group's medium-term:

irequirements is undertaken to ensure that an appropriate mixture of term borrewing and
i averdeaft facilities is securad to match the Group's strategic cbjectives. ‘

%Creditors payment policy

‘Safety, health and the envirenment

Auditors

“Group operating companies are responsible for agreeing the terms and conditions under;
iwhich business transactions with their suppliers are conducted. It is Group policy that:
payments to suppliers are made in accordance with all relevant terms and cmdit‘mns.%
‘Creditor days for the Group have been calculated at 47 days. :

:The Board recognises that the highest standards in safety, health and environmentalf
iissues are an essential part of sound husiness practice. ‘

| All potential acquisitions will be assessed for risks in these areas and acquired companies:
'will be brought into line with the Group's standards as soon as practicable. The Board is|
.committed to reducing any adverse environmental impacts from any of its operations and:
‘to incorporating the principles of sustainable development. :

:0n 28 June 2001, Ernst & Young, the Company's auditor, transferred its entire business toé
.Ernst & Young LLP, a limited liability partnership incorporated under the limited liability:

"partnerships Act 2000. The directors consented to treating the appointment of Ernst &
Young as extending to Ernst & Young LLP with effect from 28 June 2007, A resolution to
_reappoint Ernst & Young LLP as the Company’s auditor will be put to the members at the:
:Annual General Meeting.

By order of the Board
| James Orr %‘ﬂﬁ/ /G . /Q\-‘\

-Company Secretary

27 March 2002
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'Respective responsibilities of directors
‘and auditors

Basis of audit opinion

Opinion

Auditors’ report

Independent auditors’ report to the shareholders of Lupus Capital plc

We have audited the Group's financial staterments for the year ended 31 December 2001, which
comprise the consolidated profit and {oss account, consclidated balance sheet, company balance
sheet, consolidated cash flow statement, consolidated statement of totat recognised gains and:
losses, reconciliation of consclidated shareholders’ funds and the related notes 1 to 24. These
financial statements have been prepared on the bagis of the accounting policies set out therein.

The directors’ responsibilities for preparing the Annual Report and the financiat statements in
accordance with applicable United Kingdom law and accounting standards are set cut in the
slatement of directors’ responsibilities, Our respansibility is to audit the financial statements
in accordance with relevant legal and regulatory requirements, United Kingdom Auditing
Standards and the Listing Rules of the Financial Services Authority. We repert tc 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 raport 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 or the Listing Rules regarding directors’
remuneration and transactions with the Group is not disclosed, We review whether the
Corporate Governance Staternent reflects the Company’s compliance with the seven provisions
of The Combined Code specified for our review by the Listing Rules, and we report if it does not.
We are not required to consider whether the Board's statements on internal control cover all
risks and contrels, or form an opinion on the effectiveness of the Group's corporate governance
procedures or its risk and control procedures. We read other information contained in the
Annual Report and consider whether it is consistent with the audited financial statements. This
cther infermation comprises the directors’ report, staternent of the Chairman and Chief
Executive, operating and financial review, corporate governance statement and the report on
directors’ remuneration. We consider the implications for our report if we become aware of any
&pparent misstaternents or material inconsistencies with the financial stztements. Cur
responsibilities do not extend to 2ny other information.

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 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 staterments are free from material misstatement,
whether caused by fraud or other irregularity or error. In forming our opinion we also
evaluated the overzll adequacy of the presentation of information in the financial statements.

In our opinion the financial statements give a true and fair view of the state of affairs of the
Company and of the Group as at 31 December 2001 and of the loss of the Group for the year
then ended and have been properly preparad in accordance with the Companies Act 1985,
Ernst & Young LLP 27 March 2002
Registered Auditor, London
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Group profit and loss account
For the year ended 31 December 2001 LUPUS
H g

e e s
£00O £o0o
Turnover
Continuing operations 2 5,341 4,772
Discontinued operations 2 - 291
5,341 5,063
Cost of sales (1,577 (1,768]
Gross profit 3,764 3,295
Administrative expenses - excluding goodwill
amortisation 2 [2,209] {2,159)
Administrative expenses - goodwill amortisation 2 (741) 1750}
Administrative expenses (2,950) [2,909)
Other cperating income 2 13 152
Operating profit
Continuing operations 827 556 |
Discontinued aperations - (18]
2 827 538 ¢
Discontinued operations:
Loss on sale of operations - (47)
827 491 1
Profit on disposal of fixed asset investments Z 718 -
Income from investmeants 2 299 12
Amounts written off fixed asset investments 2 (1,425) -
Interest receivable and similar income 4 149 327
Interest payable and similar charges 5 (455} [403)
Profit on ordinary activities before taxation _—1_13 __555
Taxation 6 (368) [324]
(Loss) / profit on ordinary activities for the year (255} 203
Crdinary dividends 8 (612) (35111
Retained loss for the financial year (8671 [348)
(Loss] / earnings per share 9 (0.15)p 0.12p
Diluted lloss) / earnings per share 9 [0.15]p 0.12p :
Earnings before goodwill amortisation per share g 0.29p 0.57p
There were no recognised gains and losses in each year other than the [loss) / profit for the financial year.
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—— Etr;u g bali m':e2 l):;I:eet
LUPUS ecember
Note 2000 20007
) £000 £000 €000 £000
Fixed assets
intangible assets 10 12,902 13,643
i Tangible assets n 565 606 ;
‘Investments 12 7,185 3933
Current assets
Stocks and work-in-progress 13 172 177
Debtors 14 2,021 1,349
[nvestments 15 - 204
2,193 1,730
?Creditors: amounts falling due within one year 16 {8,254) [4,556]
:Net current liabilities (6,061) (2,826)
?Total assets less current liabilities 14,591 15,356
ECreditors: amounts falling due after more :
than one year 17 7 -
éNet assefs ‘ 14,514 15,354
Capital and reserves
.Called up share capital 20 851 848
:Share premium account 21 4,418 4,396 |
Merger reserve 21 10,389 10,389
Profit and loss account 21 (1,144) [277,
Equity shareholders’ funds 14,514 15,356
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Company balance sheet g :
At 31 December 2001 LU ) S

Note 2001 © 2000
£000 £000 £000 £000
Fixed assets
Investments 12 8,711 8,711
8,711 8,711
Current assets
Cebters 14 16,083 : 16,943
Cash at bank and in hand 1,514 $3%
17,697 ’ 17,882
Creditors: amounts falling due within one year 14 (5101 [560)
Net current assets 17,087 17,322
Total assets less current liabiljties 25,798 26,033
Creditors: amounts falling due after more than
one year 17 (7,878) (7,876)
Net assets 17,922 18,157
Capital and reserves
Called up share capital 20 851 848
Share premium account 21 4,418 4,396
Merger reserve 21 10,389 10,389
Profit and loss account 21 2,264 2524
Equity shareholders’ funds 17,922 18,157

he financial statements were approved by the Board on 27 March 2002.

Charles Ryder James Orr
Director Director
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Group statement of cash flows
For the year ended 31 December 2001

‘Met cash inflow / (outflow) from operating activities  22(a)

Returns on investments and servicing of finance
Interest received

iInterest paid

‘Dividends received

.Taxation
{UK corporation tax paid

Capital expenditure and financial investment
Sale of tangible fixed assets

‘Purchase of tangible fixed assets

iSale of fixed asset investments

‘Sale of current asset investments

‘Purchase of fixed asset investments
:Purchase of current asset investments

Acquisitions and disposals
‘Purchase of subsidiary undertakings
Disposal of subsidiary undertakings
Net cash in disposed operations

Equity dividend paid

:Net cash outflow before financing

Financing

Issue of shares net of costs 20
‘New long-term loans

Repayment of leng-term loans

Decrease in cash 22(b)

£000

149
(418)
299

3
148)
3,230
298
{6,845)

i425)

25
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~ 2001

£000

875

30

(367

(3,787)

1569)

(3,818

25

(3,793)

£000

327
[403)
112

202
{151
898

13,786)

[738)
551
[171)

3,250
(4,750

2000
£000

{2,450)

34

[458)

[2,817)

(358]

(509)

(6,554)

(1,500)

(8,056)




Reconciliations
For the year ended 31 December 2001

"Reconciliation of net cash flow to movement in net debt

Note 2001 2000
£000 £000 ;
Decrease in cash (3,793) (8,056) :
Cash inflow from increase in loans - {3,250)
Cash outflow from repayment of loans - 4,750
Change in net [debt) / funds from cash flows (3,793) 16,556}
Net [debt} / funds at 1 January (2,844) 3,712
Net debt at 31 December 22(b) 16,6371 (2,844}
Reconcitiation of shareholders’ funds
2001 2000 |
£000 £060
{Loss) / profit for the financial year (255]) 203
Net movement on share issues 25 -
Dividends paid and proposed on equity shares (612) (551)
Costs set against share premium account - [148)
(842} (436} .
Opening sharehotders’ funds 15,356 15,852
Closing shareholders” funds Tjﬁ _m
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I, Accounting 'pb'l'ic'ies

Notes to the accounts
For the year ended 31 December 2001

i standards under the historical cost convention.

15 Tangibte fixed assets and depreciation

. The carrying values of tangible fixed assets are reviewed for impairment periodically if:
‘Rentals payable undec operating leases are charged to the profit and loss account on a,
:Fixed asset investments are investmants in the shares ot undertakings which are held on:
{a long-term basis fer the purpose of securing a contribution te the Group's business. These

(the carrying valve may not be recoverable. Current asset investments are short-term!

. 1.8 Stocks and work-in-progress

: tosts and an appropriate propostion of overheads incurred on uncompteted contracts at the:

1.1 Accounting convention
The financial statements have been prepared in accordance with applicable accounting

1.2 Basis of consolidation
The Group financial statements consolidate those of the Company and its subsidiary
undertakings [see note 12] drawn up to 31 December each year.

1.3 Goodwill

Goodwill arising on consolidation, representing the excess of the fair value of the
consideration given over the fair values of the identifiable net assets acquired is capitalised
and amortised over its useful economic life of 20 years. It is reviewed for impairment at the
end of the first full financial year following the acquisition and in other pericds if events or
changes in circumstances indicate that the carrying value may net be recoverable.

1.4 Turnover
Turnover represents the value of work done for customers during the year excluding VAT. :

Tangible fixed assets are stated at cost less depreciation. Depreciation is provided on all
assets except freehold land at rates calculated to write off the cost less estimated residual
value of each asset on 2 straight-line basis over its expected useful life, at the following:
annual rates: 5

Freehold buildings 2%
Leasehold improvements 25%
Fixtures, fitlings and equipment 5% to 25%
Plant and machinery 15%
Motor vehicles 20% to 25%

events or changes in circumstances indicate that the carrying value may not be recoverable.
1.6 Leasing

straight-line basis over the lease term.

1.7 Investments

are stated at cost less any permanent diminution in value. Fixed asset investments are
reviewed for impairment periodically if events or changes in circumstances indicate that
investments in public companies listed on the London Stock Exchange and are valued at

the lower of cost and market value,

Stocks and work-in-progress were valued at the lower of cost and net realisable value. Cost
is determined on a purchase cest basis. Work:in-progress inctudes materials and labour

year end.
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Notes to the accounts;
For the year ended 31 December 2001;

/1. Accounting policies lcontinued)

*1.9 Pensions
The Company makes cootributions towards the personal pension arrangements of;
-directers and employees. Contributions paid during the year are charged te the profit and:
-loss account.

“1.10 Deferred taxation E
i Deferred taxation is provided using the liability method on all timing differences, to the extent:
‘that they are expected to reverse in the future without being replaced, calculated at the rate
‘at which it is anticipated the timing differences will reverse. Advance corperaticn tax which is

expected to be recoverable in the future is deducted from the deferred taxation balance.

- Deferred taxation assets are only recognised if recovery without replacement by equivalent;
i debit balznces is reasonably certzin. :

- 1.11 Foreign currencies

I'Transactions in foreign currencies are recorded at the rate ruling at the date of the
itransaction. Monetary assets and liabilities denominated in foreign currencies are
“retranslated at the rate of exchange ruling at the balance sheet date. All differences are
taken to the profit and loss account.
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Notes to the accounts

For the year ended 31 December 2001

{2, Turnever and opérating profit

éTu rnover
Cost of sales

‘Gross profit

Administrative expenses including goodwill
amortisation

Other operating income:
Gain on disposal of current asset investments
Other items

Operating profit / (loss)
:Add back: goodwill amartisation

:Operating profit / {loss) before goodwill
amortisation

éTurnover by destination

‘United Kingdom

:Other European countries
North America

South America

Africa

Middle East

Asia Pacific

:Tetal

: Turnover for continuing operations is attributable to the operations of Gall Thomson acquired
Lin Decernbar 1999, all of which is based in the United Kingdem and is related to oil services.:
The discontinued operations in 2000 relate te marine navigation and survey equipment and
services which were undertaken by Gall Thomson's subsidiary, Survey Equipment Services,

Inc., based in Houston, Texas, which was dispesed of in May 2000.

2001 2000 2000 2000
Continuing Continuing  Discontinued Total
operations operations operations operations

£000 £000 £000 €000

5,341 4,772 29 3,063

(1,577 [1,561) {207 H,768]§

3,764 321 84 3,295

[2,950) (2,782] (127) (2,909]
13 57 - &7
- 0 25 85
827 956 (18] 238 |
741 750 - 750

1,568 1,306 {18 1,288

2001 2000 2000 2000 |
Continuing Continuing  Discontinued Total
operations operations operations operations

£o00 £000 £000 £000

4 770 - 770
1,479 1,103 - 1,103
8ag 379 291 670
95 700 - 700
385 637 - 637
791 818 - 818
999 365 - 365
5,341 4,772 291 5,063
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Notes to the accounts
For the year ended 31 December 2001:

2. Turnover and operating profit (continued)

Operating profit / [loss) is stated after
.charging / {crediting)

: Depreciation of tangible assets - owned assets
éAmortisatinn of goodwill ‘
Operating tease rentals - land and buildings,
Operating lease rentals - other :
Auditors’ remuneration - audit services
{Auditors’ remuneration - other services
‘Rents receivable

Segmental analysis

- Although the Group has one activity, that of investment in small and medium sized public
%companies, it is obliged to consolidate the results of its 100% investment in Gall Thomson,
;a company engaged in oil services activities. The following znalysis provides a segmental
“analysis of turnover, profits and net assets.

GROUP TURNOVER

\PROFIT

‘Segment profits
:Group overheads
Goodwill amortisation

Operating profit
:Discentinued operations: loss on disposal

Dividend income

‘Net interest

éProfit before tax

‘Profit on disposal of fixed asset investmentsé
Amounts written off fixed asset investments:

2001
£000

86
741
190

3

41

77

2000 |
£000 ¢

128
750
148
32
47
89 |
i2)

Investment 0il Investment 0il
activities services activities services Total Total
2001 2001 2000 2000 2001 2000
€000 €000 £000 €aoa €000 €000
- 5,341 - 5,063 5,341 5,063
255 2,72 167 2,201 2,967 2,368 °
- - (1,399 {1,080
(7461) {750)
827 538
- 147
718 - 718 -
(1,425) - (1,425] -
299 112 299 112
(153} 279 '
(308) 176}
113

527 :
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— Notes to the accounts
L u PUS For the year ended 31 December 2001

%wsi}n -
oy

Investment il Investment it

activities services activities services Total Total :
2001 2001 2000 2000 2001 2000
£000 £000 £000 £000 £000 £000
NET ASSETS
Segment analysis 7,215 14,416 3,879 14,800 21,631 18,679
Group borrowings (6,637) [2,844);
‘Proposed dividend (4251 (382)
iUnaltocated head office net liabilities (55) 971
Total net assets 14,514 15,356

‘3. Employees :
‘ Number of employees

The average monthly number of employees (including directors) of the Group during the
:financial year was:

2001 2000

Number Number

;Admmistration : 22 17
‘Operations : 11 17
33 34

Employment costs

Employment costs of these employees during the year were as follows:
2001 2000
£000 £000
iWages and salaries 1,552 1,358
Social Security costs 170 145
Other pension costs 199 161
1,221 1,664
Details for each director of remuneration, pensicn entitlement and interest in share options

are set out on pages 11 and 12,

‘4. Interest receivable and similar income

:Bank interest receivable

‘5. Interest payable

:0n bank loans and overdrafts
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Notes to the accounts
For the year ended 31 December 2001:

I

6, Taxation
: 2001 2000
€000 £600 :
Taxation based on the result for the year: ‘
UK Corperation tax on income for the year 356 477
Irrecoverable ACT written off - &
Adjustment in respect of prior year 12 (54
Double taxation relief ? - [147)
_ 368 337
Foreign tax: adjustment in respect of prior year’ - (13]

368 324 ¢

:7. Profit attributable to the members of
the parent company
‘As permitted by saction 230 of the Companies Act 1985, the parent company's profit and
loss account has not been included in these accounts. The profit dealt with in the accounts
of the parent company was £352,000 {2000: £2,929,000).

:8. Dividends
2001 2000 !
£000 £000
Crdinary dividend:
Proposed equity dividend at G.25p per share:
(2000: 0.225p! 425 382
nterim equity dividend at 0.11p per share
(2000: 0.1p) ‘ 187 169
612 581

9. [LLoss] / earnings per share

: ' The caleulation of basic (toss) / earnings per share is based on the {loss] / profit after
'taxation for the financial year and on a weighted average number of shares in issue during
the year of 169,827,998 crdinary shares of 0.5p. [2000: weighted average 167,953,570). The

i diluted [loss) / earnings per share is based on the lloss) / profit after taxation for the
financial year and on 169,827,998 ordinary shares (2000: 167,952,570) calculated as follows:

2001 2000
Number Number
%Basic weighted average number of shares 3 169,827,998 167,953,570

éDilutive potential ordinary shares: )
:Employee share options : B .

169,827,998 167,953,570

i There is no dilutive impact from share options as the exercise prices are above the average:
Imarket price during the year. An additional EPS figure is provided to show the earnings
i before gocdwill amortisation per share, the calculation of which is based on the [loss) /
 profit after taxation for the financial year adjusted for the goodwill amertisation charge of
:£741,000 (2000: £750,000] and on the weighted average number of shares in issue during
“the year of 169,827,998 ordinary shares of 0.5p (2000: weighted average 147,953,570). ‘
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110. Intangible fixed assets

Cost
At 1 January 2001 and 31 December 2001

‘Amortisation
At 1 January 2001
Charge for the year

:At 31 December 2001

Net book value
At 31 December 2001

At 1 January 2001

11. Tangible fixed assets

Group

Cost

At 1 January 2001
Additions
Disposals

‘At 31 December 2001

Depreciation

At 1 January 2001
Charge for the year
:Elimination on disposals

At 31 December 2001

Net book value
At 31 December 2001

At 1 January 2001

Notes to the accounts
For the year ended 31 December 2001

Intangible fixed assets comprise goodwill arising on consolidation of Gall Thomson and !
{Octroi Group, which were acquired during 1999. ‘

Goodwill arising :
on consolidation

£000
14,393 |
750 |
741
1,491
12,902
13,643 |
Leasehold
improvements,
Freehold Plant fixtures
land and and Motor and ‘
buildings machinery vehicles fittings Total :
£000 £000 £060 £000 £000 |
207 331 8 99 b4b
. 45 - 3 48
- {19] - - {10}
207 366 8 102 683
"
12
23
184
196




Notes to the accounts
For the year ended 31 December 2001,

12. Fixed asset investments
: Group Company |

Listed Investments in :
investments subsidiaries
: £000 £0a0
Cast
At 1 January 2001 3,933 8,711
‘Additions 6,845 -
Transfers frarn current asset investments 344 -
Disposals ‘ (2,512] -
‘At 31 December 2001 8,610 8,711 .
Provisions :
At 1 January 2001 - -
Charge for the year : 1,425 -
/At 31 December 2001 : 1,425 -
;;Net book value _ 5
‘At 31 December 2001 7,185 8,711
AL January 2001 3.933 8711
'The listed Investments relate to sundry investments in public companies listed an the:
‘London Steck Exchange and are held at cost less any permanent diminution jn value, The
tinvestments include 10.10% of the issued ordinary share capital of European Colour ple, |
13.57% of Armitage Brothers plc, 8.69% of Shiloh plc and 4.25% of Castings plc. No other
/investment represents more than 2.99% of the share capital of the company concerned.In
‘the opinion of the directors, the agoregate value of the Company's investrment in subsidiary
‘undertakings is not less than the amcunt included in the balance sheet.

élnvestments in subsidiaries 1
: ‘Details of the principal investments in which the Group and the Company (uniess indicated)]

inolds 20% or more of the nominal value of any class of share capital are as follows:
Class of Proportion Nature of |
shares held business :
Gall Thomson Environmental Limited” Crdinary 100% oit
‘ services :
Cctroi Group Limited Crdinary 100% Investment
: company
Lupus Equities Limited Ordinary 100% Investment
: : trading company
iLupus Capital Management Limitad ‘ Qrdinary 100%  Management
services
EKLAW Products Limited* : Ordinary 100% Industrial

: COUPAINGS :
*held by a subsidiary :
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‘Group

:Raw materials and consumables
Work-in-progress
‘Finished goods

E14. Debtars

Trade debtors

‘Amounts due from subsidiary undertakings

‘Advance corporation tax

‘Other debtors

‘Dividends receivable
:Prepayments and accrued income

'15. Current asset investments

‘Group

:Cost

AL January 2001

‘Additions

Disposals

Transfers to fixed asset investments

At 31 December 2001

Provisions
At 1 January 2001
Elimination on disposal

At 31 December 2001

Net book value
At 31 December 2001

At 1 January 2001
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Notes to the accounts
For the year ended 31 December 2001

2001 2000
£000 £000 :
95 81
70 74
7 22
172 177
Group Company
2001 2000 2001 2000
€000 £000 £000 £000
1,753 1,159 - -
- - 14,000 16,905
- 14 - 14
135 84 83 24
41 41 - .
92 51 - -
2,021 1,349 16,083 14,943 :
Listed :
investments
£000
277
425
(358}
[344]
73
(73)
Tt

The listed investments relate to sundry investments in public companies listed on the
Londan Stock Exchange and are held at the lower of cost and market value at the balance !
sheet date. No investment represents more than 2.99% of the share capital of the |

company concerned,




Notes to the accounts
For the year ended 31 December 2001,

16, Creditors: amounts falling due
within one year
Group Company :
2001 2000 2001 2000
£o00 £000 £000 £000
Bank overdrafts 6,637 2,844 - -
Trade craditors : 229 161 - 1
‘Amounts owed to group undertakings - - 85 175
iCorporation tax : 218 3 - 2
‘Other taxes and social security costs 89 41 - -
iProposed dividend : 425 382 425 382
‘Other creditors : 125 445 - -
Accruals and deferred income 531 452 -
8,254 4,556 510 560

;The bank overdrafts are secured by a fixed and floating charge over the assets of the Group.

17. Creditors: amounts falling due after
more than ohe year

Greup Company
2001 2000 2001 2000
£000 £000 £000 £000
Cther creditors § 77 - - -
L.oan notes owed to group undertakings - - 7,876 7.874

77 - 7,876 7876

8, Berrowings
iThe Group has an £8 million overdraft facility.
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oy

19, Financial instruments

.2001
‘Assets denominated in Sterling

2000
Assets dencminated in Sterling

Notes to the accounts
For the year ended 31 December 2001

A comment on the Group's objectives and policies for the role of derivatives and other 2
financial instruments in creating and changing the risks of the Group in its activities can
‘be found on page 15. The disclosures below exclude short-term debtors and creditors.

Interest rate risk profile of financial liabilities
The Group has no financial liabilities,

- Interest rate risk of financial assets
The interest rate profile of the financial assets of the Group as at 31 December was as follows:

Financial assets on :
which no interest :
is earned :

£000

7185
7,185

£,137
4,137

The financial assets on which no interest is earned comprise quoted investments in equity shares
that neither pay interest ner have a maturity date. The fair value of the quoted investments within |
financial assets on which no interest is earned was £6,580,000 in respect of fixed asset
investments {2000: £4,013,000 - £3,800,000 in respect of fixed asset investments and £213,000 in
respect of current asset investrents). The net gain from trading in current asset investments |
that has been included in the profit and loss account during the year is £13,000 (2000; £67,000). |
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Notes to the accounts
For the year ended 31 December 2001

20. Share capital e+

Company
2001 2000
€000 €000
Authorised:
210,000,000
Ordinary shares of 0.5 pence each 1,050 1,650
Allotted, called up and fully paid:
170,083,271 (2000: 149,617,205)
Ordinary shares of 0.5 pence each ‘ 851 848
%Allotments during the year were as follows:
| Aggregate
nominat
value Consideration
€000 €000
Allotments to non-executive directers in
lisu of fees: 466,065 (208,333 cn
27 March 2001 at 6.0p and 257,733 on
19 October 2001 at 4.85p)
Ordinary shares of 0.5 pence each 1 3 25

: Contingent rights to the allotment of shares

‘At 31 December 2001 options cver 3,300,000 ordinary shares which are exercisabte
between 20 April 2001 and 19 October 2006 at an exercise price of 11p, options over
2,817,256 ordinary shares which are exercisable between 10 November 2001 and 9 May
2007 at an exercise price of 9.85p and options over 2,350,000 ordinary shares which are
exercisable between 26 September 2002 and 25 March 2008 at an exercise price of 6.0p
were outstanding.
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Group

PAL 1 Januacy 2001

‘Shares issued net of costs
Loss for the year
Dividends

.At 31 December 2001

Cempany

‘At 1 January 2001

iShares issued net of costs
‘Loss for the year
‘Dividends

:At 31 December 2001

‘21. Movements on reserves
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Notes to the accounts
For the year ended 31 December 2001

Share Profit
Share premium Merger and toss :
capital account reserve account :
£600 £000 £000 £000
848 4,394 10,389 (2771

3 22 - .
- - - (255)
- - - 1512):
851 4,418 10,389 (1,144)

{Included within the profit and loss account above, is £96,000, which represents an ameunt
transferred to a Special Reserve within the accounts of a subsidiary company under the |

terms of a Court Order on a reduction in share capital of that company.

Share Profit :
Share premium Merger and loss !
capital account reserve account :
£000 €000 €000 £000
848 4.3%6 10,389 2,524
3 22 - -
- - - 382
- - [612]
851 4,418 10,38% 2,264




Notes to the accounts
Far the year ended 31 December 2001:

22 Notes to the statement of cash flows

‘Operating profit

:Depreciation

:Amortisation of goodwill

:Movement in stock and wark-in-progress
:Movernent in debtors

;Movement in creditors

‘Profit on dispasals of current

. asset investments

‘Release of provisicn against current asset
i investment

‘Foreign exchangs movement

gﬂverdrafts

INel debt

‘-lal Reconciliation of operating profit to net cash inflow / {outflow) from operating

activities

2000

2001

£000 £000 °

827 538 |

86 128

741 750

5 [81]

(686] 1,084

(85) (4,765)

{13) 167

- (1),

- (24}

875 (2,450)

‘(b) Analysis of net debt

1 Jan Cash 31 Dec

2001 flow 2001 |

£000 £000 £000

[2.844) (3,7931 16,637

(2.844) (3,793) 16,637,
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123, Contingent liabilities

24 Financial commitments

éGroup

Expiry date:

Within one year

Between two and five years
Over five years
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Notes to the accounts
For the year ended 31 December 2001

The Group's banking arrangements include & cross corperate guarantee for bank
overdrafts and borrowings of all Group undertakings, which are included within set-off
arrangements. At 31 December 2001, the Group had overdraft facilities available to it of |

£8.0 million of which £1.4 million was unutilised.

At 31 December 20071 the Group had annual coemmitments under non-cancellable |

operating leases as follows:

Land and buildings

2001 2000
£000 £000
191 206

2001
£000

22

Other
2000 ¢
£000 -
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Notice of Annuat General Meeting

Ordinary business

Special business

o~

~3

1

‘6. To reappoint Ernst & Young LLP as auditors of the Company and to authorise the

To consider and, if thought fit, tc pass the following resolutions of which numbers & and ¢
will be proposed as ordinary resclutions and number 10 will be proposed as a special
resolution:

8.

10. That subject to the passing of resolution 9 above, the directors be and they are hereby

- To receive and consider the zccounts for the year ended 31 December 2001 together with:

. To declare a final dividend. :
:3. To reappoint Charles Ryder as a director who retires pursuant to the Articles of

. To reappoint James Orr as a director who retires pursuant to the Articles of Association

. To reappoint Peter Sc as a director whe relires pursuant to the Articles of Assocization of

. To approve the remuneration policy.

- That the directors be and they are hereby generally and unconditionslly authcrised for the

" Notice is hereby given thét'thé”Aninual'G'ehél'"é"l'Mée{ihg of Lupus Capital plc will be held at:
ithe offices of Ashurst Morris Crisp, Broadwalk House, 5 Appold Street, London EC2A 2HA
on 2Z May 2002 at 11.30 a.m., for the following purposes:

the reports of the directors and auditors thereon.

Asscciation of the Company and offers himself for re-election.
of the Company and offers hirnself for re-election.
the Company and offers himself for re-election,

directors to set their remuneration.

That the authorised share capital of the Company be increased from 1,050,000 to
£1,500,000 by the creation of an additional 90,000,000 ordinary shares of 0.5p each
ranking pari passu with the existing ordinary shares of 0.5p each.

purposes of section 80 of the Companies Act 1985, to exercise all the powers of the
Company 1o allot relevant securities (within the meaning of section B0(2] of the said Act} up
to an aggregate nominal ameunt of £325,808, this authority to expire at the conclusion of
the Annuzl General Meeting of the Company in 2003 (save that the Company may before:
such expiry make any 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 any such offer ar agreement as if the autherity conferred hereby had not expired).

empowered to ailot equity securities fas defined in section 94(2] of the Companies Act
1985] for cash pursuant to the authority conferred by resalution 9 above as if section
89(1) of the said Act did not apply to any such allotment, provided that this power shall
be limited to the allotment of equity securities:

(al in connection with a rights issue, open offer or other pre-emptive issue in favour
of ordinary shareholders where the equity securities are proportionate las nearly as
practicable] to the respective number of ordinary shares held by such holders but
subject to such exclusions or other arrangements as the directors may deem
necessary or desirsble in relation to fractional entitlements or legal or practical
problems arising in, or pursuant to, the laws of any territary or the requirements of
any regulatory body or stock exchange in any territory; and :

{b] otherwise than pursuant to la) above, up to an aggregate ncminal amount of
£42,520;
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“and this power shall expire at the conclusion of the Annual General Meeting of the Company:
to be held in 2003 save that the Company may before such expiry make any offer or
agreement which would or might require equity securities to be sllotted after such expiry
and the directors may allot equity securities in pursuance of any such offer or agreement
as if the power conferred hereby had not expired.

By order of the Board

%4,&\

James Orr Registered Office:
Company Secretary 85 Buckingham Gate
27 March 2002 London SW1E 6PD
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Notice of Annual General MeetingE

T

‘Notes: :

1. A member of the Company entitled to attend and vote at the Meeting is entitled to'
appoint one or more proxies to attend and, on a poll, vote instead of him, A proxy need
not be a member of the Company.

2. To be valid, forms of proxy and any power of attorney or other authority under which it is
signed must be lodged with the Company's registrars, IRG plc, Balfour House, 390-398
High Road, Ilford, Essex [G1 INQ, not less than 48 hours befare the time fixed for the
meeting. A form of proxy is enclosed with this notice for use.

. Completion and return of a proxy form does not preclude a member from attending and
voting at the meeting.

4. Pursuant to Regulation 41 of the Uncertificated Securities Regulations 2001, the time by

which a person must be entered on the register of members in order to have the right to

attend and vote at the Annual General Meeling is 11.30 a.m. on 20 May 2002 being

48 hours prior to the time fixed for the meeting or, if the meeting is adjcurned, such time

being not more than 48 hours prior to the time fixed for the zdjourned meeting, Changes

to entries on the register of members after that time will be disregarded in determining
the right of any persen 1o attend or vote at the meeting.

The register of directors’ interests in the share capital and debentures of the Company

is available for inspection at the Company's registered office during normal business

hours from the date cf this notice until the date of the Annual General Meeting and will

be available for inspection at the place of the Annual General Meeting for at least 15

¢ minutes prior to and during the meeting.

16. The Combined Code [the principles of good governance and code of best practice
monitored by the Financial Services Authority) states that the Board should consider
whether the shareholders should be invited to approve the policy sel out in the report on
directors’ remuneration. The Board considers it to be appropriate and in line with best
practice and sharehelders are asked to vote on the policy set out in the report this year,
You can find the report on directors’ remuneration on pages 11 and 12.

- Resolution 8. It is proposed as an ordinary resclution to increase the current autherised
share capital from £1,050,000 to £1,500,000, an increase of 42.9%. This will allow thea
Company to take the full authority, under Association of British Insurers’ guidelines, for
the allotment of shares for the purposes of section 80 of the Companies Act 1985,

8. Resolution 9. Your directors may only sllot shares or grant rights over shares if
guthorised to do so by shareholders. The authority granted at the Annual General
Meeting held on 14 May 2001 is due to expire at this year's Anrual General Meeting.
Accordingly, resolution 9 will be preposed as an ordinary resolution to grant a new
authority to allot unissued share capital up tc an aggregate nominal value of £325,808,
representing spproximately 38.3% of the total issued ordinary share capital as at
27 March 2002. If given, this authority will expire at the Annual General Meeting in 2003.
Gther than in respect of the Cempany's obligations under its employee share schemes,
the directors have no present intention of issuing any of the autherised but unissued
share capital of the Company.

7. Resolution 10. Your directors also require additional authority from shareholders to altot
shares or grant rights over shares where they propose to do so for cash and otherwise
than to existing shareholders pro rats to their holdings. The authority granted at the
Annuzl General Meeting held on 14 May 2001 is due to expire at this year's Annual
General Meeting. Accordingly, resolution 10 will ke proposed as a special resolution to:
grant such authority. Apart frem rights issues, open offers and other pre-emptive issues,
the authority wilt be limited to the issue of shares up to zn aggregate nominal value of
£42,520 [being 5% of the issued ordinary share capital at 27 March 2002). If given, this:
authority will expire at the conclusion of the Annual General Meeting in 2003. :

(5]

o

1
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