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b “To create the future a company must first be capable of imagining it.”

 

GARY HAMEL (9 CK PRAHALAD
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THE EARLY 218T CENTURY

W111 be PROFOUNDLY CHANGED

by the DIGITAL REVOLUTION.
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FINANCIAL HIGHLIGHTS
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YOU PROBABLY KNOW PSION BEST AS

AWORLD LEADER IN PALMTOP COMPUTING.

BUT OUR BUSINESS IS MUCH BROADER.
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YOU PROBABLY KNOW PSION AS A BRITISH

COMPANY. BUT WE ARE A WORLDWIDE COMPANY.
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CHAIRMAN'S STATEMENT

1997 was a year of great change both for I’Sion and the wider IT industry. Alter a weak performance in the first half

of the year. the Company‘s second half performance was much stronger. l’sioii benefited in particular li'oni the high

demand {or the newly—launched Seriet 5.The Group’s increasing diversity will provide the robustness and strength

the Group needs to compete in international markets.

R E SU LTS 0V E. RV I E W Profits in 1997 were held back by the strength otsterling which reduced sales by

£12m and profits by £6111. and by the impact ot‘major product introduction: in our palmtop division. In addition.

we increased our investment in research and development to £111.93!“ (19% e J47.73m).

Sales for the year were £142.111111,él rise tit-14% over 1990 (£124.18iii). Pie—tax profits were L] 1.43m

(1996 7 £1 6.114111).The Directors recommend a final dividend of 1.8p (1996 7 Lop). making a total onjp

(1996 7 2.25p). a rise of 1 1% and covered Four times by earnings.

R 13 VIE W O F O l’ E R AT 1 O N S l’sion‘s {our product companies. 1’sion Computers. l’sion Industrial. l’sion

11.1)4 Dacum and l’sion Software, have each made substantial progress during the year. Despite the problems created by the

“'15 strength otsterling. our international markets have grown rapidly. For the first time. IIOneUK business accounts {or

the majority ot‘l’sion‘s sales. both by Value and by volninefl‘his trend Will continue. reflecting the global nature of

our industry.

l’sion Computers successfully introduced the Series 5, the first l’sion product basedon 3271M technologyfl'lie

Series 5 won wide acclaim and found instant success in the marketplace. Since the launch l’sion Computers has

shipped more than 2110,0011 iinits.es[tlbliiliiflg[1113 Series 5 as the clear market leader.

Psion Dacom consolidated its position as Europe‘s leadingt supplier of 1’C Card communication products.

Moreover, with its recent agreement to supply Dell Computers worldwide. the company has the opportunity to

become a world leader in its industry.

Psion Industrial relocated to a new integrated office and iiianutacturing facility in Oxlordshire. \X/ith this new

focus. the company has been successful in winningt major contracts to supply mobile dataecaptui‘e systems, Recent

wins include London Underground iii the UK, Mercedes in Germany. Fiiinair and the USA'l'oday newspaper group

in the United States.

Psion Software has demonstrated its quality and depth in both systems and applications through the Series 5

products.T\vo important third—party licensees were obtained in the year. Major third party licensing opportunities

continue to arise. particularly in the emerging‘sinai‘tephone‘ sector.

. Building a group of companies focused on the emerging markets for MOBILE
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FINANCIAL REVIEW
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our conniiitmentto INVESTING FOR THE FUTURE

BALANCE SHEET. INVESTMENT AND CASH NetAssetS “ere

£43.86in). Cash generation in the second lialtwas good with more than [Jilin generated from trading. Cash balances

 

2.12m at the end of the year (199(1 —

at year end were [ll-Wm (1996 7 gym-17111) and the balance sheet is ungearetl except for 41191111 ot‘tinance lease

liabilities (1996 — 111m). During the year £10.37m (1996 7 £8.86m) was invested in fixed assets; including a new

nianulactnring facility in Oxtordshire and additional surface mount assembly lines at each 01' l’sion‘s three factories.

Expenditure on research and development increased 11} 4 ‘14" to £111,93m (1996 7 £7.73ni)‘ representing 7. ‘311

ottnrnover (1996 7 (1.3‘111).This investment is vital to 1’sion‘s ability to innovate and grow. A significant element ol‘tlns

investinent is currently being made in Psion Sofiuares development ol'sotitvvare platforms and applications,

TR EASU RY.'1'AX AND EPS Psion sells into overseas markets and the purchases of the majority ot‘its

components are affected liv foreign exchange ratesTlie Groups exposure to foreign exchange fluctuations is reduced

because the Group both buys and sells in overseas markets. Nevertheless, as demonstrated above sterling's strength had

a significant impact on 1997's performance.The Board‘s policy is to seek to minimise its foreign exchange risks

through entering into forward exchange contracts.The results of overseas subsidiaries are translated at average

exchange rates for the yeariThis translation exposure is not hedged as .1 matter ofpolicy.

5% in 1997 arose from the reduction in the UK

 

The {all in the Group‘s tax rate from 35. '70 in 1996 to

corporation tax rate and the utilisation of overseas tax losses.

Earnings per share were 1(1131'1p For the year (1996 7 14.5Hp).W‘ have proposed an increase in the final diVidend

to 1.8p. taking the total dividend for the year to 2.5p (1996 7 3.-5p),The dividend 15 covered 4.1 times by earnings.

ACC O UNTIN G POLICIES Accounting policies applied during the year were consistent with those applied iii

1996. During 1997 we introduced long term contract accounting to accommodate the third party licensee contracts

entered into by Psion Software—This policy is explained in more detail on page 32 and resulted in long term contract

revenues of £11.68m (1996 7 {nil} being recorded in the year.

OUT LOO K 1’sion enters 1998 in a good Financial position from which to address the challenges and opportunities

which lie ahead.



OPERATIONAL REVIEW
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excellence to MEET THE USER’S NEEDS

Psion Dacom had a successful year \\'i[l1 substantial growth in PC Card modem sales. up by 38%. l’sion Daeom

contributed 22% of l’sion‘s 1997 revenues. increasing from 18% in 1996. Psion 1:)acoin‘s business is increasingly

international. a trend which will continue in 1998. In November 1997 l’sion Dacom was appointed as a \yorlduide

supplier ofBGk PC Card modems to Dell Computers. the world‘s third largest PC supplier.

In the first halfof 1997 Psion Industrial relocated and staffed a new integrated factory and ofhce facility in

Oxfordshire. Despite this disruption. sales were sustained at J419.3311 (W96 - Lil 9.04m). Ne“ additions to the range

included Workabout models with integrated barcode readers and laser scannersfl'hese CVFCINIOHS to the Workabout

range have opened the groung automatic identification markets to the company for the first time.

Psion Software has successfully licensed its EPOCdZ platform to major multinational companies. In September

 

1907. Philips was publicly announced as‘ an El’OCBZ licensee. Philips intend to use El’OC 2 in a range of'smarv

phone. products. Siiiartiphones are mobile telephones with data capabilities such as c»niail. faxing. and web bro“ sing.

Announcements about further licensees Will be made in due course. Future revenues from third party licensees

depend on the timing ofproduct introductions

R E S E A R C H A N 1’) D E V E L O P M E N T l’sion‘s long term success depends on the Group's ability to deliver new

and innovative pi'oductsfl'o achieve this, each product company has its own research and development function. in

 

1997. the Group expanded the resources dedicated to research and development gnificant resources were channelled

to l’sioii Software to support the continuing development and customisation ofEl’OC32 for Group product

companies and {or new third party licensees. By the end of 1997 the number of research and development personnel

in the Group had risen to some 27H people.

MAN U FACTU R l N G During 1997 Psinn increased its niamifiicturing capacity significantly. l’smn lndustrxal‘s

new factory commenced production in the summer and new Surface Mount Assembly lines were added at

l’sion Computers and Psion Dacom. bringing the Group's total capacity to s x Surface Mount Assembly lines

in three factories.

] 998 O UTl OOK During 1998 the product companies Will continue to focus on their core markets by developing

products and services that estend and enhance their product ranges. The increase in the depth and diversity ot'the

Group's business has strengthened its position ready for the challenges and opportunities which lie ahead.
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PRODUCT COMPANY REVIEW

Psion Computers
I 907 REV I E W ED 1997 was .i successful year for l’sion Computers with over 4H(I,IIHH

computers sold world\\ide.\X/ith the launch ot'rhe Series 5 injune 1997, l’sion Computers

made the transition from loibit to a new generation oti327bit technology. The Series 5 gives

the mobile professional unprecedented computing power in a handheld fornLWhile the

Series 5 is independently etiectiye. it readin connects to the PC and interroperates with

a Wide range otiPC applications.The Series 3 range. with over 1 million units shipped.

continues to evolve as a valueiline palmtop computer For consumer markets. y\l1ilst the Siena

is marketed as a high end organiser. All l’sion products share the qualities (){lllllonltiVL‘ design.

simplicity ot‘usc. fitness for purpose and charm.

The Series 5 was an immediate success. reaping media accolades both for the

excellence otiits hardware design as well as for the depth and sophistication otits software.

Early demand outstripped initial production Volumes.although this position iiiipi'o\'ed as

Volumes rose through the year. During the First hall’ot‘ 1997 the imminent introduction of

Series 5 affected demand For the e.

 

sting Series 3 and Siena products. Duringr the second half

otitlic year. sales recovered as the market recognised the Series 5 as a complementary

extension of l’sion’s existing product range rather than as a replacement {or the Series 3.

Despite the market turbulence caused by the first products based on Microsoft‘s

Windows CE. overseas sales were excellent. Encouragingly. sales into non—Psion company

countries rose especially strongly; even in territories \x here the Series 5 was not available.

In 1997.1iiore than a third ot‘l’sinn Computers‘ sales were to these countries.

I 998 OUTLOOK Psion Computers enters WW4 with many opportunities in a growing

market With a range ot‘market—leading. competitively priced products which will continue

to set the standard for handheld products.The Company will maintain and enhance its

competitiveness through new product introductions. incremental improvements to the

twisting 32—bit and lo—hit product ranges, and a competitive pricing po icy.

CHARLES DAVIES Managing Din-rim
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PRODUCT COMPANY REVIEW

Psion Dacom

l 997 RE V I E W E l) 1997 was both an exciting and a successful year For l’sion Dacom.

The company introduced new products. entered new markets and saw continued growth

in revenues and profitabilityThis success was achieved during a ditlicult year For the industry

as a whole.

A NEW DIRECTION Having \von [ethnological leadership in the high growth GSM

wireless seetor and extended its leadership otEuropean PC Card markets into a second year.

l’sion Dacom has redefined its long term objective:“Through world class innovation and

quality. our aim is to lead the world lllzll‘lxk‘t For inobile computer coiinniinitation peripherals".

PRODUCTS The Gold Card Global product range was launched in February 1997 and

rapidly Found sales sucress.The pmdurt has proved to be one ot‘the most reliable pi‘odut’ts

in its class with return rates belo“ II,4”/i..’l'lie Gold Card Global 50k. introduced later in 1907.

utters users the latest 56}; speed for the fastest niodeni connections. Gold Card Global PC

Cards now feature approvals in more than 24 countries and can be used worldwide.

MARKETS ln l‘)‘)7 l’sion Datum opened its first oliicein the USA and launched the

Gold Card range into US markets in November. With its inarketileading expertise in GSM

and other types ofwireless technology. l’sion Dacom is well positioned for US markers where

digital wireless teehnolog)‘ is entering a high growth stageThe company also strengthened its

European distribution eliannelsi athieving significant sales growth in Benelux. Germanic and

N ordic territories.

1998 O UT LO 0 K 1098 mil-n l’sion Datum good prospects For growth. Psion Dacom's

56K Gold Card products will be marketed with Dell notebook computers \\'<)rld\vide. A new

56k modem standardV‘ML is expected to boost demand for highispeed modems. l’sion

[)acom‘s Milton Keynes facility will be enhanced With investment both in new plant and

machinery as well as in a new nianufiicturing facility close to the existing site.The company

will also launch further new products. ineluding fast Ethernet and lSl)N products for the

Gold Card range.

 

GARETH HUGHES [Managing Diver/or
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DATA wTECHNOLOGY - LEADERSHIP » QUALITY

C OM PA N Y IDENTIFICATION PSION UACOM bESKfINS, MANU-

FACTUqu AND MARKETS PC CARI: DEVICES WORLDWIDE. PC CARDS ARE

CREDIT CARD SIZEI) DEVICES WHICH mova I’QKTAHLE AND HANDHELD

a COMPUTERS WITH COMMUNICATIONS ANI) NETWORKING CAPABILITIES.

USING PsmN Durum‘s I‘KUI)UL'TS Ppglglgpg ‘ CQMPUIER5_ ‘EAN

CONNECT TO THE INTERNET, TRANSFER mm. EMAIL a FAX Mass,_

SAGES OVER CONVENTIONAL TELEPHDN WELL MS VIA“  
GSM MouILE PMNE SYSTEMS on HIGH '

‘ mags. PSION \DAQQM Hows THE

~le m ft ' pm (HP)
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PRODUCT COMPANY REVIEW

Psion Industrial

1 997 R E V I E. W E I) 1997 has been a year of transition and tremendous development For the

company as an independent business unit.As part of the Group‘s strate ' to establish each of

 

the product companies as a separate entity. l’sion Industrial relocated to new premises in

Oxtbrdshire.The move involved the establishment ota dedicated manufacturing facility.

including surface mount and final product assembly; the consolidation of. all departments on

one site including development. sales. marketing and administration; and the recruitment of

a further 0!) stzitliThis was achieved with a minimum of disruption to production and normal

business activities. With a floor space of 15”“ sq. m. the new premises proVide plenty ol‘s‘pace

for expansion and will enable the company to increase its production capacity substantially

over the next few years.

Unit sales of the \X/orkabout outside the UK increased by more than 5|I‘lv’i- in 1907 with

the addition otnew clients such as Finiiair. Mercedes.TNT and Siemens. Export sales now

contribute more than three quarters ot the company's turnoverThe Workabout range was

extended further in the second half of the year with the successful launch (itniodels \V'lEli

integrated scanningt capabilities for the automatic capture ol'barcode information.These ne\\

models. the \X/orkaboutV/and and the Workahout Scanner. have had an encouraging response

From the market and are expected to contribute significantly to the company‘s gro“ th in 1998

and beyond.

I ‘1 0K 0 U '1‘ L0 0 K Product development Focus will be based on harnessing the Groups

expertise and experience in cominnnications technology and on the further development

of the Workabnut rang-2 A broadening product range together with a concerted campaign to

 

expand the company‘s distribution channel Will form the basis of the coinpatiys next period

of growth. Following the relocation ot‘tlie company to a new site. the company is now ath to

progress with its programme to obtain ISO ‘)U01 and ISO Until quality standard accreditation.

ANDREW (ZLEGG Managing Dirurmr
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PRODUCT COMPANY REVIEW

Psion Software

0 PER AT l ()N A L R E VIEW l‘)‘)7 saw l’sion Software launch itc El’OCRfl platform.

Lil’OCSZ has already been \x'idel) acknowledged as the be>t platform {or the next generation

of handheld computing and eonuiiunication products. A number of EPO(I33~hased deVice~

were released in 1997. including l’sion Computersl Series 5.

During 1997 Psion Software VCCLU‘CCl licensinpr deals with major international

telecommunicatiom and computingr companies. Philips Consumer (:ommunicatiom was the

ti .st publicly announced EPOC. 2 licenxee: Philips will me EPOC32 in new ‘Vinart—phone'

products. Further announcements will be made at the time (it‘lieenxeex‘ product lauiicltex.

In 1997. l’slon Software licensed Java‘M. the "writevonce. run anywhere"TM

programming languagejava will broaden the number of. applications that can he developed

and run on EPOCAbaQed devices and offer greater flexibility for licensees, l’sion Software

Will releaxe itsjava implementation for El’OCSZ during 1998.

In 1997 Psion Sott\vai'e launched it< liitCrnel—based partner support enVJronment.

El’OC World. EPOC World ollerx comprehenxive and dynamic Support to the growing

community of EI’OC developers. technology partners and licensees. Alx‘o in 1901.15 part

ofits tontinuiiig commitment to tlie_|apanese market. Psion Software opened a development

centre in Kanazawa.The company also announced new partnerships to develop EPOC33

mobile computing software loi'japciiiese consumer electronics manufacturers.

l 998 O UT 1, 0 O K In 1908 l’mon Software Will continue to lead the market for software

for mobile communication and computing products. l’fiion Software will help to expand the

market For tliix type olioperating \yatem through taking an active role in defining and

e\‘t;1bli5liiiig new \‘tandardx' and technologiefl. Building on recent and new commercial

PlellL‘l‘bllipS. further El’OC—baaed productx For consumer and corporate niarkeh \\'ill be

announced by licenxees. Offering greater functionality and inability. these device~ will be

centred around mobile Internet access.

l’<ion Software will alfio further enhance it( support otEl’OC developers and licensees.

As a central point For EPOC development iicros‘s the globe, EPOC World Will encourage

the development ota wide range otapplicationx to suit the huge range of. ‘iiil'ormation and

coinnuinication appliance. products‘ that \\ill reach the marketplace in the coming, yearx.

l WILLIAM BATCHELOR JuimMurmgi‘ng Din-rim l STEPHEN RANDALL 1mm imam [)m'rmr

uRIS-Qflvlw-
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COMPANY IDENTIFICATION PSION SDH'WAKE |>LS|(;N5, MAKKLH

AND sUI'I‘qu‘s OPERATING SYSTEMS, I’IATFDIIMx AI'I‘LK’ATIONS AND SOFTWARE

DEVELOPMENT 10(st FOR MOlth ROM—IIASED L'OMI’U‘I‘INH ANI) (‘UMMUNI-

CATIUN PRODUCIS. THE. ('UMI’ANV LICENSFA A NUMIIl-IK UI  OI’ERAHNLE svs’rrMs INCLUDING 'IHE El’0(?_

PLATFORM. EI’OC32 Is DHIGNLD mu USE
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DIRECTORS’ REPORT

THE I7)IRE(ZT0RS PR ESENT THEIR ANNUAL REPORT ON 'IHE AFFAIRS OF THE GROUP, TOGETHER WITH THE

M‘L'OUN‘IS AND AUIHIUIKS' REPOIti‘s, FOILTHF. VFAR ENDED JlsT IIFtZFMIIER 1997.

PRINCIPAL ACTIVITIES

The principal activities ofihe Group continued to be research into and development, engineering, manufacturing.

marketing and selling ot‘portablc computers, modems and applications software. In addition, the Group is involved

in the research into, development and licensing ofsoftware platforms.

BusiNEss REViEw ANnDIVIDEND)

Group turnover was 4142 012,000 (19% r £124,178,l)00). Operating profits were 510,577,000 (1996 e 515,724,000).
The profit on ordinary activities before [axatlun was ,51 1,426,000 (1996 7 516,030,000). The uix charge For the year
was £3,712,000 (1996 7 £5,683,000) leaving a profit on ordinary activities After taxation of£7,714,000

(1996 — 510,353,000).

An interim dividend ot‘U.7p per share ([996 7 0.6511) was paid in respect ofthe six months ended 30th junc 1997

Ainounting to £524,000 (1996 7 £459,000). The Directors propose ii final dividend of I Rip per share (1996 e Lop)

on all Ordinary Shires in issue on Ifith March 1998 amounting to 51,354,000 (1990 — £1,195,000), bringing total
dividends for the year to LL878JJ00 (19% — £1,654,000).

It is proposed this the retained profit orgsoaopoo (10% 7 {8,699,000} be transferred to reserves.

RtsFARCH AND DEVELOPMIN'I'

The Directors consider that research and development is Vital to the Group's success in the Future. Research and

development expenditure amounted to £10,934AJUO (1996 — £7,731,000), which, in line with established accounting

policies, was written of?" to the Profit and Loss Account as incurred.

OUTLooK

The outlook for the current year is for continued growth with increased sales and production levels.

CORPORATE GOVERNANCE

The Directors continue to support the reconiiiieiidatinns ofthe Committee on the Finnmial Aspects oi'Corporrite

Governance embodied in the Code of Best Practice. The Directors believe that they have complied throughout the year

With the provisions oftlic Codc of licit I’I’ACITICLX

Suii4kiMM1TTEEs (it THE BOARD

I) Audit Committee

The Audit Committee is Ll formally constituted sub—coiiiiiuttee ot‘tlic Hoard, Its members comprise the Group's

Non~Execut1vc Directors, Sir Ian Morrow (Chairman), SITJOhII Fairclough and 11D. FisZiiian. The Audit

Committee deals directly with the Group's internal and external auditors and oversees the discharge of the I)irecmrs'

responsibilities as set out on page 25.

2) Remuneration Committee

The Remuneration Committee is a formally constituted sub—committee ol‘tlie Bodrd. Its members COIHPHSC

the Group's Non-Executive Directors, Sir Ian Morrow (Chairman), Sirjohn Fairclough and D.D. Fiszmnii. The

Remuneration Committee reconuiiends to the Board the remuneration of Executive Directors. Executive Directors

play no part in decisions concerning their own remuneration.

3) Nomination Committee

The Nomination Committee is .i formally constituth subcommittee ofthe Board. Its members comprise DE.

Potter (Chairman) and the Group's NOIFEXEClIthC Directors, Sir Ian Morrow, S'II'JOhn Fairclough and DJ). Fiszriian.

The Nomination Committee recommends to the Board, in the first instance, any new appointments, whether

ufExecuiive U] NuneEXCLllith‘ Diiectois.



CONTINUED

INTERNAL FINANCIAL CONTROL

The Board ofDirectors has overall responsibility for the Group‘s system oi‘internal financial control. Such a system can

provide only reasonable and not absolute assurance of the reliability offinancial information and the safeguarding (ir'assets.

On behalf of the Board. the Audit Committee has reviewed the etTectiveness oi‘thc system of internal financial control.

This was achieved through reViews ofthc Group’s Financxal Stziteinents. the scope and results ofihe external audit.

internal audit reports. head office reports on the financial management and control ofGroup companies. and internal

control self .essment questionnaires prepared by all Group companies.

 

The main Board retains the ultimate ClL’ClSlOllelllalilllg power for the Group. The main Board and all subsidiary Boards

meet every month. Regular agenda items for all Boards include a review of the monthly Management Accounts which

are prepared by all Group companies. These Accounts toinpare attual results with budget and form the principal measure

nt'hnsiiiess purfbrniance

Detailed budgets are prepared by all Group companies every six months for the following twelve months. During the

budgeting process. the IILIJOI‘ business and financial I‘lSkS facing each Group company are reViewed in detail. Eaeh

company’s budget is subject [0 a detailed revxew by in own Board prior to sul‘iinission to the main Board for final

approval. Main Board members therefore have detailed knowledge of the budgets ofall Group companies.

DIRECTORS

The l)irct.t0rs who ~erved durng the year were as follows.

11E. l’otter

C.W Davies

NS. Myers

R]. Norinan (resigned JIst October 1997)

A. Clcgg

M.G. Langley (resigned 315: january I907)
I. Jum-
M.M. Wyatt

GJ. Hughes (apponited 215: November 1997)

DJ). Fiszinan

Sir I. Morrow

Sir]. Fairclough

DE. Potter, N.S. Myers. A. Clegg and 6.]. Hughes. who ire eligible for reelection at this years Annual General
Meeting. have a twelve month unexpired period on their seriviee Contractt. Sir I Morrow Will retire as a director at this

year's Annual General Meeting.

DIRH‘TORS' TRANsM' iitws

No Director had a material interest iti any contract oi‘significancc with the Company during the year.

SUBS l AN l IAL SHAREHOLDINCS

On 23rd February 1998. the following. excluding shareholdings registered in Directors' names. were interested in 5%

or more nt’the Company‘s Ordinary Share Capital?

  

Numlm of l’rn’i'nlizgv of
Ordinary Shares qf Ordinary Share, if
5p mth in issui- 5p i'ttrli in {ism

Mercury Asset Management 5.6] 1.124 7.46

(jartniore Investment Management 5,217,414 6.94

Shell Pensiou Trust 4,729,001) 6.29

Dr. E. Potter 4,300,000 5.98

Star Diamond Company Ltd 4.326.288 5.75

l’ailex Securities International Inc 2,406,000 3.20
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Information relating to changes iti fixed assets is given iii notes 13 and H to the accounts.

SUl’l‘llER PAVMENr l’oLit'v

The Group's policy is to settle terms ofpayinent With suppliers when agreeing the terms ol‘each transaction and to abide

by those terms. As at 315! December 1997 the number of days ol'annual purchases represented by the year end creditors

{or the Group amounted to 53 days and for Psion PLC, the holding company. amounted to 6‘) days

DIS/\MIEII EMi'ioVEEs

Applications for employment by disabled persons are always iiilly considered. hearing in mind the aptitude: ot‘tlie applicant

concerned. In the event ofinembers oi'statl'becoming disahled, every effort would be made to ensure that their employment

with the Group continued and that appropriate training was arranged. It is the policy of the Group that the training. career

development and promotion olidisablcd persons shoultli as (at as possible. be identical to that ofother employees.

EMI’LUYLE l’Ait'i‘ItiiPA'r‘ioN

The Group places considerable value on the involvement oi'its employees and keeps them informed on matters affecting

them as employees and on the various factors affecting the performance of the Group. This is achieved through formal

and informal meetings. written communications and notices. Employees are encouraged to participate in the progress

and profitability ottlie Group through the l’sion I’LC Profit Sharing Scheme, share option schemes and performance

ielated bonuses.

CiiAiti‘iAiiiE DUNATioNs

The (Iroin contributed 459.001) to charities during the year (1996 7 £122,000). No contributions have been made
to politi al parties.

GOING CoNt ERN

The Directors believe that the Group has adequate resources to continue in operational existence For the foreseeable

Future. For this reason. the Directors continue to operate the going concern basis lll preparing the accounts.

SPEi ML 15

 

INLss

The following Resolutions Will be proposed at the Annual General Meetingzr

Resolution 10 authorises the Directors generally and unconditionally, in accordance With Section 80 of’the Companies

Act 1085, to allot relevant securities up to a maximum nominal amount ot'AlJS-ifiX-i representing 31 per cent ot‘thc

issued ordinary share capital ofthe Company as at 4th March 1908.

Resolution 11 granti the “fiction power to allot shares For cash without first offering those shares pro rata to existing

shareholders tip to an aggregate nominal amount otfilfil‘fiw representing 5 per cent ofthe Company’s issued ordinary

share capital as at 4th March 1993.

The Directors consider it is in the best interests ofthe Company and its shareholders that they shouldhave the flexibility

conferred by the above authorities to make small issues (iFsliarcs for cash as suitable opportunities arise although they have

no present intention ot'exer sing either ofthese authorities. Both these authorities Will expire at the next Annual General

Meeting or. iFearlier, fifteen months after the resolution is passed.

Resolutions l2 and 13 propose the adoption by the Company ofan Llll’ClllplOyt‘t \lizitesave scheme and authorise the

Directors to make minor alterations to such scheme to accommodate changes in legislation as they consider appropriate.

Details of the principal features ot‘tlic l’sion l’lc I‘WH Sharesave Scheme are given in an enclosed Appendix.

AUDI nuts

The Directors wtll place :i resolution before the Animal General Meeting to reappoint Arthur Anderienas auditors (or

the ensuing year,

Alexander House BY Dion-at OF THE BOARD

85 Frampton Street l._lofie

London NW8 SNQ Director and Secretary

4th March 1998



DIRECTORS’ 8 AUDITORS‘ RESPONSIBILITIES

Directors ’ Responsibilities
Company law requires the Directors to prepare financial statements For t ch financial year which give a true and fair View

ofthe stati- oi‘afllnrs ot'tlie Company and Group and of the profit or loss ofthe Group {or that period. In preparing those

financial statemcnn. the Directors are required to:

- select suitable accounting policies and then apply tlietii consistently;

. iiiakejudgments and csrimates that are reasonable and prudent;

state whether appli able accounting standard: have been followed subject to any material departures disclosed and

explained in the financial ltMCl'nCntS; and

.

 

prepare the financial statements on the going concern basis unlcsi it is inappropriate to presume that the Company and

Group will continue in business,

The Directors are responsible {or keeping proper accounting records which disclose With rcasnluhlc accuracy at any time

the financial position of the Company and Group and enahle them to ensure that the financial statements comply with

the Companies Act I985. I hey are also responuhle for safeguarding the assets ot‘lhe Company and Group and hence for

taking reaxoiiable steps For the prevention and den tion offratitl and other irregularities.

Auditors’ Responsibilities
Company law requires auditors to form an independent opinion on the financial SLQEL’IHK‘IIL’V presented by the Direttors

based on their audit and to report their opinion to the shareholders. The Coinpaniex‘ Act 1985 also requires JutllLOn

to report to the shareholders iFtlic following requirements are not met:

. that the companies in the Group have maintained proper accounting records:

. that the financnl statement: are in agreement \Ailh the accounting records;

- that Directori' emoluments and other tramartiom with Directors are properly disclosed in the accounts: and

a that the auditors have obtained all the inforinntion and explanations which. to the heir ut‘their knowledge rind belief.

are uccexsary for the purpose of their audit.

The auditors’ opinion does not encompass the Dire 'torx' Report on page: 22 to 24. However, the Companies Act I985

requires auditors to report to the shareholders ifthe matters contained in the Directors' Report are incontisteni With the

IIILHICIal SthIDCHB.

REMUNERATION COMMITTEE REPORT

The Remuneration Committee referred to on page 22 determines the remuneration ol‘ExecutiVe Directors. In

determining their remuneration the Connnittct‘ teekx to enable the Company to attract and retain executives of the

highest calibre. In order to align compenxat‘ion with increasing the value of the Group to its shareholders, a significant

portion ofthe total remuneration available to the Executive Directors IS perfotnunce related and IS partly dependent

on achieving tpe

may he pint] .IK a [irli\lnli contribution. The Company operates an Executive Share Option Scheme for senior executives.
   objectives and partly profit related. The performance related element ofthe Directors~ remuneration

The Remuneration Committee determines the levels ofawards for the Executive Directors having regard to performance

and achievement ofobjectives. Share options are granted at the prevailing market price.

The report ofthe Study Group on Directors' Remuneration chaired by Sir Richard Greenbiiry was published in July

1995. Central to its recommendations was a Code ofBest Practice whose main provisiom have been incorporated in the

London Stock Exchange Listing Rules The Company has complied with Section A ofthe best practice provisions

annexed to the Listing Rule In {raining their remuneration policy, the Remuneration Committee has given full

 

consideration to section I5 oi'the best practice provisions antic- ed to the Listing Rulesi

 

Full deuils of the remuneration packages of individual Directors and information on share option: are set out in note 9

to the financial statements.

Sir Ian Morrow

Chairman of the Remuneration Committee

4!}: March 1998
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AUDITORS’ REPORTS

Financial Statement:
To THE SnAIiHIoinEIu OF l’SliiN I’LC.

We have audited the financial statements on pages 27 to 48 which have been prepared under the historical cost

  

convention as modified by the revaluation 0(FL'YUil1 fixed assets and thc accounting pnlic s set out on pages 31 and 32.

lstsI'Et‘TIVE RFSPUNSIIHI IrIFs 0F l)iite<:‘rtins AND AuniTtiRs

As described on page 25 the Company‘s Directors are responsible (or the preparation of the financial statements and it ii

our responsibility toform an indcpendcnt opinion. hascd on our audit. on those financial statements and to report our

opinion to you.

BASH 0i OPINioN

We conducted ouraudit in accordance With Auditing Standards issued hy thc Auditing l’ractircs Board. An audit includes

examination. on a test basis, ofcvidcncc relevant to the amounts and disclosures In the financial stateitieriLt. It also

includes an assessment oi'the significant estimates and judgments made by the Directors in the preparation ot’thc financial

statements and tifwhethcr thc accounting policies are appropriatc to the circumstances ot‘the Company and ol'ihe

Group. consistently applied and adequately disclosed.

We planned and performed our audit in as to obtain all the information and explanations which we considc Ad neccxsary

in order to provide I|\ wiili sufficient evidence to give reasonable assurance that [lIL' financial statements are Free from

Inatcrial IIIISstatCIIICnt. whethcr causcd by (mud or other Irregulariry or error. in fanning our opinion wc also cvaliiatcd
the overall adequacy ofthe presentation ofinlorination iii the financial statements.

OPINiuN

In our opinion the financial statements give a true and {air \‘lt‘\A‘ oi‘tl-ie state ofafi’ain of the Company and ofthc Group

at 31st December 1997 and of the Groupr profit and cash flows for the year then ended and have been properly prepared

III accordance With [l‘lC Companies Act 1985.

Arthur Andersen

Chartered Accountants and Registered Auditors

I Surrey Street

London WC2R 2P5

4th Match 1998

Corporate Governance Matters
In addition to our audit oi'the financial statcments. we have rcvtcwcdthe Directors’ statements on pages 22. 23 and 24

on the Company’s compliance with the paragraphs ofthe Code ui‘Best Practice specified for our review by the London

Stock Exchange and their adoption of the going concern basis in preparing, the financial statements. The objective

oFour review is to draw attention tn non—compliance With Listing Rules 12.43 (j) and 12.43 (v).

We carried out our review in accordance with guidance issued by the Audung Practices Board. That guidance does not

require us to perform the additional work necessary to. and we do not, express any opinion on the effectiveness ofeither

the Company‘s sytteiii of internal financial control or its corporate governance procedures nor on the ability of the

Company and Group to continue in operational existence.

OPINION

With respect to the Directors .

opinion thr- Dircctors have provided the disclosures required by the Listing Rules referred to above and such statements

 

ateiiieritx on internal financial control on page 23. and going concern on page 24. in our

art: not inconsistent With the information of which we are aware from our audit work on the financial statements.

Based on enquiry of certain Directors and officers of the Company. and examination nFrclcvant documents. in our

opinion the Directors‘ statements on pages 22 and 23 appropriately reflect the Company's compliance with the other

aspects of the Code specified For our review by Listing Rule 12.43

Arthur Andersen

Chartered Accountants

1 Surrey Street

London WC2R 2P5

4th March 1998



CONSOLIDATED PROFIT 8 LOSS ACCOUNT

For the Year Ended 3151 December 1997

 

1997 1996
Nun's £0009; £01111;

TURNUVER III G 2 142.012 124.178

(7m! ufsales (91,208) (73.7891

GRst PROFIT 50,804 511,389

Other operanng expunm (net) 3 (40,785) (33,576)
Shem: ofpmfits ofassociated undertakings 4 558 430

OIIEIMIING PImI—I‘I BEFORE EX1ZE1‘1‘IHNAL II'EMS 10,577 17,243

Exceptional operating expensm 5 -— (1,510)

(71’L1LA'HNC I’ImHT 10,577 15,724

Inn-rm receivable 1.046 623

Intern: payable and smuhr charge; 6 (197) (31 1)

l’ImI'II 0N CNKDINARY AFTIVITIF\ BEFORE TAXAT1UN 7 11,426 10,1136

Tax onprofit on nrdnmry ucnvnu-s I] {E m (3.712) (5,683)

P110111 UN ()RIIINARV ACTIVITIES AFTER TAXAHUN 7,714 111,353

Dividends pm (Ind proposed 11 (1.878) (1.054)

RF'IAINI—l! PImFIT FOR THE YEAR 5.836 8,699

RHAINH: PM,” 11 AI‘ rIIF Iii-(ZINNINh 0F T111: YEAR 22,496 13.797

RETAINED PROFIT AT 111121141101 111E YIAR 28,332

EARNINus I’lK OILIIINAM SHARE 12 10.30;: 14.57;:

AmusILI) EARNINGS 1’1-1L OIunNAIw SHARE I2 10.30;: ](1_l1l]p

 

RLIAINLD I’RUHI 1-1ka 1HF YEAR

THF CnMI'ANv 1.590 8.2111

TIII- SUIBIIHMUFS 3,934 3111

THI: Assm'IATEI) (TnMPANIhs 312 188

5,836 8,699

All ofthc pmfit {or the year was dcrwcd {mm continuing opcmtions.

Thc acunnpnnying note: Jre .m Integral part of thus consolidated profit 11nd 1m: account,

CONSOLIDATED STATEMENT OF

TOTAL RECOGNISED GAINS (9 LOSSES

For the Year Ended 3141 December 1997

1997 1990

£000: (000‘

RETAINED PROFIT wk THE YEAR 5,836 8,691)

CURRENCV TRANSLATION DIFFERENCES UN FOREIGN Cumuwcv INVFSTMENTN (141) (317)

TOTAI Recoumsw GAINS AND Lossm Hm THE YEAR 5,695 8.382

There is no material difference between the profit dlsclmed above and rh‘It which would have .Insen From the application

ofan hixmncal cost basis.

The accompanying notes are an Integral part 01.11115 consolidated staremem oftotal recognised gams and losses,
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CONSOLIDATED BALANCE SHEET

As at 3lst December 1997

FIXED ASSETS

Tangihk‘ Risen

lnvestments

CURRENT ASSETS

Slocks

Debtors

(lash at bank and m hand

CREDHUILS: Amounts falling duc within one year

NEI CUMLth ASSETS

TUIAI ASSF‘Is LES\ CURRLNI LIABII ITIFs

CREDI [011% Amount: filling due after more than om- year

Pluwmsz 1011117113111le AND CHAILli1-5

Nu AWL-'16

CAPITAL AND l’xthlkVFS

Called—up share capltal

Sham premium account

Revaluation reserve

Goodwill

()thcr rewrvcs

Profit and loss account

TOTAL EQUITY SHAREHOLDFRS' FUNm

SIGNED ON BEHALF 01- THEISK7A1{1)0N 41H MARCH 1998

M.M, Wyatt Dirccmr

The accompanying notes are an mtcgml part ofthis consolidated balance sheet.

’nlt‘s

1118 13

117014

1e815

16

18

19

20
21

1k {r 21
11: g 21
(q a 21

1997
5000;

21.907

796

22,703

19,306

22,637

22,402

64,345

(34,217)

30,128

52.831

(138)

3,760
22,664

612
(5,091)
(467)

28,638

52,116

 

1‘1‘16
gums

18.408

534

18,942

13,267

21.731

26.563

 

61.561

(33.173)

28,388

47.330

(1117)

(656)

857

  

3,735
22,431

612
(3.1191)
(326)

22,496

45,857



COMPANY BALANCE SHEET

As at 313K Dccember 1997

FIXED A\\l Is

Tangihlr assets

Investments

CURRENT ASSF I 5

Stocks

Debmrs

CAsh a! bank and In hand

CREIH mm: Amounu falling due with") one year

NL’J CURR EN I AssEIs

TOTAI AisrTs LEss CURRENI LIAmI ITIH

(21mm mus: Amoust Falling due Afttr ner rhnn um- ymr

mevxmes Hm LIMm ITIES ANI) CHAlkuts

NLI Axm- |\

CAPITAL AND RLsL‘kVFS

Callcdiup xhare mpnal

Sher pn-mjum JL‘COIIIH

Revalufmnn rc<crve

Profit and loss account

TUIAI EQUITY SHAILEHm nuu‘ FUNDS

$1(.er> 0N BEHAU- m- mL- lmARI) UN 41H MAM,” 1998

M.M. Wyatt Directur

The acrumpunymg notes an: an llltcgrfll part of this balance shret.

Nun's

1:16} 1}

1118914

198— 15

16

I7

IX

1‘)

lie 82]

1997
£000:

2,549
31,875

34,424

1,894

19,093

 

22,987
(3,419)

 

14,568

48,992

(2)

48,990

3,760

22,664

612

21,954

 

48,990

 

1996
gum:

12.281

1 1 .053

 

23.334

(7.243

1 3.740

1 9,0! )4

44,587

(20442)

24,145

47,479
(43 x)
(212)

46,836

 

3.735

22,431

(.12

20,058

 

46.836



CONSOLIDATED CASH FLOW STATEMENT

For the Year Ended 315! December 1997

      

1997 19%

Num £0003 [DI )0:

()pcratlng profit 10.577 15,724

Dcprecmnon charges 6,662 4,088

Sharc ofusxncines' profits less le|dCrldS (496) (330)

I’mfil (In (31: oftangiblc fixed Assets (38) (55)

Increase III stocks (6,039) (2,997)

Increase In debtors (770) (8.813)

Increase u] creduors 2,413 7 56

NLr CA5“ INFLUW HmM OI‘HKAI'INU ACTIVITIES 12,309 H.973

REI‘LIIst (er INVF5TMEN I‘\ AND SEIKVHIINK: 0F FINAM'I:

3'3": Imam: rcrclvcd 999 547
“ Inrrrest prlid (38) (67)

lntL‘rc‘fl clcmcnt offinanu‘ lame rental paymelm (155) (227)

Emploth share uwnrrship plm - 55

NLT CA5“ INFLOW I-ImM REILleNb UN INVtslMl-.NIS ANII

SERVILTINU <>I= FINANI'E 806 308

TAX AI [( )N

Corpomnon [AX prud (4,868) (3,820)

CAPI'I‘AI EXI’bNIHTUKh

Purchase nfrangIblc fixed Mscts (9,809) (7,930)
Sale of tangible fixed assets 148 282

NFI CAbH OurHow HmM CAI’II‘AI EXI‘ENIHI URE (9,661) (7.1748)

EQUITY DIVIDENDS PAID (1,719) (1.275)

MANAGEMENT 0r LIQUID REsoululs

Short term dspusits 2,860 1.03]

FINANCING

Issue ofordinary share cnpxml 258 14,415

(ZIIpitul element nffinancr lune rental paylnenn (1,191) (11:68)

TUI'AL FINAINCING (933) 11747

 

(I)E<"|{LASb) IN("IU-‘A$E 1N (TAMI 2} (1,206) 16,300



NOTES TO THE ACCOUNTS

1. Accounting Policies

The principal accounting policies, all of which have been applied consistently throughout the year and the preceding year,

are as follows:—

a)

b)

d)

B y'acmmtllitq
The accounts are prepared under the historical cost convention modified to include the revaluation ofland and

 

buildings. The Group accounts have been prepared iri accordance with applicable accounting standards.

Basis ifmiimli'iliin'im

The Group accounts consolidate the accounts of Psion PLC and all its subsidiary undertakings made up to

31st December 1997. The results UfSllelditlry undertakings acquired in the year are included in the Consolidated

Profit and Loss Account from the date of'acquisition. Goodwill arising on consolidation (representing the excess oi‘the

fair value of the consideration given overthe fair value ofthe identifiable net assets acquired) is set otfagainst reserves

on acquisition.

Companies in which the Group h a participating interest comprising not less than 20% and not more than 50% of

 

the voting capital and over which it is in a position to exert significant lllfluCnCE‘ are treated as associated undertakings.

 

'l'he Consolidated Profit and Loss Account includes the appropriate share ot’tht-st- compani ' profits less losses and the

Group‘s share ol'post-acquisition retained profits and reserves is added to or subtracted from the cost ofirivestnient in

the Consolidated Balance Sheet.

In the Company's accounts, investments in subsidiary undertakings and associated undertakings are stated at cost less

amounts provided.

No profit and loss account is presented for Psion PLC as proVided by Section 230 of the COH‘IPJHICS Act 1983

R .

Research and development expenditure is Written mm the year orexpenannre,
ml! and dam/time,”

 

  'Iimgililej . 'cd it as

Land and buildings are shown at original historical cost or subsequent valuation as set out in note 13. Other fixed

assets are shown at cost. Depreciation is provided at rates Calculated to write off the cost or valuation less estimated

 

residual value ot'e' sh asset on a straight-line basis over its estimated useliil hfe as follow  

Freehold buildings

Leasehold improvements

: 2% per annum

: over the term of the lease

Computers and equipment

Oificc furniture and equipment :

: 2(1"/{r$3% per ariiiuin

2U% per annum

Motor vehicles ' 25% per annum

Production equipment : 25% per annum

Production line machinery : 16.67% per annum

Production and test equipment developed and constructed by the Group’s own personnel is capitalised oii the basis

ofthe cost ofdirect material, labour and an appropriate allocation ofoverheads.

SIUL'L‘X

Stocks are stated at the lower offirstein. i‘lrsteout cost and net rcalisablt‘ value. Cost comprises thc cost ofmatt‘rials‘

direct labour and overheads.

Net realisable value |S based on estimated normal selling price less Further costs expected to be incurred to completion

and disposal, Provision is made for obsolete, SlflVV’lhOVng or defective items where appropriate.
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NOTES TO THE ACCOUNTS

1. Accounting Policies (continued)

0

g)

ll)

.1)

k)

1)

Fixation

Corporation tax payable is provided on taxable profits at the current rate.

Deferred taxation (which arises fi'oin difirereiices iii the timing ofthe recognition ot‘iteins. principally depreciation.

in the accounts and by the tax authorities) has been calculated using the liability method. Deferred taxation is provided

on timing differences which will probably reversct at the rates ot‘tax likely to he in lbrce at the time ofthe reversal.

 

Deferred tax is not provided on timing ditTerences which. in the opinion ottlie Directo . will probably notreverse.

Foreign mi'n'lu y

Transactions denominated in foreign currencies are recorded in the local Currency at actual exchange rites at the date

of the transaction (or. where appropriate, at the rate ofexchange oi'a related Forward exchange contract). Monetary

assets and liabilities denominated in foreign currencies at the yearrcnd are reported at the ratcs of exchange prevailing

at the yuarrcnd (or, where appropriate. at the rate of exchange ofa related Forward exchange contract). Airy gain or

loss arising from a change in exchange rates subsequent to the date ot‘the nuns ction is included as an exchange gain

or loxs in [hr profit and loss account.

For the purposes ofconsolidarion the closing rate method is med under whithtranslation gains or losses are shown

as a movement in other reserves iii the Consolidated Balance Sheet. Profit and loss accounts and cash flows ofuverseiis

subsidiary undertakings are translated at the average exchange rate for the year. The balance on “other reserves“

represents tuniulitive translation differences arising from the translation oftbe net assets offorcigu subsidiaries into

sterling at difi'ering exchange rates.

'Iiimm'er

Group turnover represents amounts invoiced for sales ofgoods and services iii the normal course ofbusiiiess and

turnover recognised on long term contracts. Turnover excludes VAT.

Long term tantrum

Turnover on long term contrac s is recognised by reiereuce to the stage ofcoiuplction of the contract and the value of

work performed. A prudent estimate oi'prolit attributable to work completed is recognised once the outcome of the

contract can be assessed With reasonable certainty. The amount by which turnover recognisedexceeds payments on

account is shown under debtors as amounts recoverable on Contracts.

[firm

Assets held under Finance leases are initially reported at the Fair value ol‘the asset, With an equivalent liability

categorised as appropriate under creditors due Within or after one year. The asset is depreciated over its usefiil

economic life. Finance charges are allocated to accounting periods over the period nFthe lease to produce a constant

rate of return on the outstanding balance. Rentals under operating leases are charged. on a straight line ha. \. to the

profit and loss account over the lease term.

Ram/Minion Il’St’Vl'l’

The surplus arising on the revaluation ofindividual tangible fixed assets is credited to a non-distributable reserve

known as the revaluation reserve (see also note 2]).

I’i'mioii lusts

Psion PLC maintains a defined tontribution pension scheme {or the benefit orciiiployecs of all UK subsidiaries except

for Psion Daconi l’LC which maintains its own defined contribution pension scheme. The amount charged to the

profit and loss account is the amount payable in respect ofthe year.
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CONTINUED

Segment Information

GEOGRAPHICAL SEGMENT5:—

TUKNUVHL 11v ORHJN

United Kingdom

7 TntaI Vales
r 1|)[Cl’73x‘g1111‘111’ wales

7 Third party sales

North Anierita

Gurnuny

l‘imHi (LUSS) 051—1qu TAXATIHN 1w LNUGIN

United Kingdom

North Anicriau

Germany
Holland

NIT A)SET\

United Kingdom

North America

Gcrmany

TURNDVFR Iiv DFx'TiNATmN

Umied Kingdom

North AIIIE‘HL'ZI

Germany

Rest Lit-Europe

Othcr

11n- amupx 111151110“ mmer mic mum \cgiiicnt.

Other Operating Expenses (Net)

Sc1liiig (mu

Research and dcvclopuicnt um:

Proturemcnt, distribution and service costs

Adinmisrmtivc txpciwm

Mdrkt‘tiiig com

1997
£000:

133,042

(19,933)

113,104
15,996
12,912

142,012

1997
£00m

11,308
(944)
574
41111

11,426

48,142

2,762

1,212

52,116

644152

16,015

12,891

41.685

7,269

142,012

1997
J50005

10,981

10,934

4,172

6,096

 

32,183

8,602

40,785

I 090
£0005

 

HHLUBU

12,848

11,351!

124,178

1 9%
[,1 1004

15,008

(5811)

582

420

16,030

43,591

1,325

941

4_ .857

63.739

12,848

11.200

31,100

5.20]

124,178

1996

£000;

8,654

7.731

3,534

4,525

24444
9.132

33.570
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4.

NOTES TO THE ACCOUNTS

Share ofPrqfits ofAssociated Undertakings
1997

£0005

Gtuup share ufupetatmg profits ofaxsucmted undertakings 558

Exeeptianal Operating Expenses
1997

£000;

Exceptional Administrative cxpcmm —

 

1996
£11005

430

19%
grow

L519

Exrcpumui operating expenses in 1906 cumpriml profiwsional fees incurred investigating potential acquixition targets.

Interest Payable and Similar Charge:

 

1997

£0005
0n bank loanx} ()Vcrdhlfts and otht‘r loans:

7 rcpayabic Within five years, by instalments I59

7 repayabk‘ within five years. not by instalman 38

197

 

19%
£0005

Intermt on loans repay/able Within five ycm by instalnicnn int'ludcs interest payable under financeleases .ind hire pui'chaic

commas tit-£159,000 ([996 ~ £242,000).

Profit on Ordinary Activities Beflare Taxation

Profit on ordinary activities bcforc taxation is Stated after charging (auditing):—
1997

(000;

t.) lit-pmimnn 7 was owned 5,542
~ assets held unch {manu- lcuses and hire purcth l‘OnEI‘M‘KS 1,120

b) Hirc ofplant and machmt-ry 356

c) Auditors' remuneration 7 .ludlt serviccs’ 139

~ rcpurting accountann -

7 other non—Judi: services 110

d] Stafl'costs (see nutc X) 27,373

c] (3wn workcapitalised on fixed Aswt tooling (1,070)

1 9%
,0 K I05

2,970

1.118

85

114

435

9‘)

2|.124

(I .179)



CONTINUED

8. Stajf Casts

Particiilan (ii-employees (including Emmy: Dimmn) are as slinwn below:7

  

1997 I996
£000; @005

Employee cost: during the yen Amounted [0:7

Wage) and mlarics 24.507 18.827

Social security Cost: 2,323 1,?43‘)

Other pension costs 543 458

27.373

 

The .xvemge weekly number ntpcrsons employed by the Liroup during the year by fiint’tion was:—

 

1997 19%:

Number Number

Sales and marketing 177 I79

Research and development 194 162

PmrtirL-ment, inzinulucturing. distribution and service 594 420

FIIHHCC rind Adnnniitmrinn 107 72

1,072 833

9. Directors’ Remuneration and Interests

DIRECTORS) REMUNERATION:

Compen-

l’mfit sat-ion {or Pension
Basic Taxable related loss of Conttihu— 1997 1996

Fee: salary hem-fin bonm olfice non: total mm]

Extt'urivL

HE. Potter 7 100 K 29 7 109 246 258

C.\X/. Davies 7 12“ 6 2‘) 7 5 160 16“

NS. Mym 7 140 x 31) 7 7 178 153
1).]. Norman (n-.~::u...vil .41, imam 7 75 3 7 64 3 I45 Hit

A. Ciegg 7 105 7 27 — 5 144 152
M.(;. Langley mwnm H7 m7, 7 s 7 7 (1‘) 7 77 142

{Jul}? - ‘)(l (i 27 7 4 127 135

M.M. Wyatt 7 80 ‘4 3| 7 4 124 18

(3.]. Hughes (ti/ilitilIIIUi/Zl/ll/u7) 7 t. 1 11 7 7 18 7

l\lON-‘EXLCUTIVFT

Sir]. Fairclougli 15 7 7 7 7 7 15 15

Sir I. Morrow ll) 7 7 7 7 7 [0 1H

l).l). Fixzmaii 10 — 7 7 7 7 10 10

Aggregate Enioliiments 35 724 48 184 133 1311 1,254 1.198

 

Each Executive DUTCH)!" emoluments included a nompensiomble bonm wliirli I9 partly profit related and partly based

on .ichievmg specific objectives.

M.G. Ltingley resigned on 3lstjziniiary 1997 and received £61000 inclusive of pennun contributions as compensation

for loss ofoffice. In addition he received £54,500 under the terms of.) non7compete agreement and was retained In a

tonsultant For the remainder 0(1997 {or a fee 0f£2().l)(lil.

1!], Norman resigned tin 31<t Otmber W97 and received £64,000 inclusive oi‘peinion cmmibutionx as compensation for

loss ot’ofl‘ice. In addition he received 1:60.000 under the terms (if: non-compete agreement and wax retained in. a

conxulmnt For a 12 month period for a fee utiliilIll'l.



NOTES TO THE ACCOUNTS

9. Directors’ Remuneration and Interests (mummy

DIRECToRs’ INTERESTS:

The Directors in nflice at the end 01' the year, together with iheir IHECTCSN in the Ordinary Shires ol‘rhe Cnianny, were?

Num [11‘1' (y'
Ordinary Shiier i}/':Tp with

in 1551”

31 /12/96
or date of

Nam 31/12/07 appoinunem

111.", Power I 18,824.58} 18,824,583

CNV. Davies 2 2.064.000 2.064.000

N.S. Myers ,1 1203.000 1.2011 100

“3“ A. (ilegg 4 1115.37: 105.37:
"-37 1.]0111‘ 7

M.M. Wyatt A 7

G11. Hughes 3.4110 2,400
Di). Fisznun 5 4.329.888 «1.329.888

Sir l. Morrow 6 207,297 312,172

sir}. Fairclmigh 7 12.1157 9,157

1, These ini‘lnile 2.406.000 ()niniiiry Slitirm (1996 7 2.400.000) In \Vi‘llLil I).E. l’nner has.i noiirheneficldl interch

through l‘ziiiex Securities International 1m .ind 4.51 10.0l 10 Ordinary Shares (1996 7 4.500111 1| 1) uwned by his wife.

Dr. E. Potter.

14 Thc<e include 106.500 Ordinary Share: (1‘1907 100,501 1) owned by his wife. Mrs H.M. Davies.

3. These include 3.0m) Ordinary Slum(1090—3411111) owned 11y 1m wit}. Mn M. Myers.

4. These inelnde 24.0w) Ordinary shim (19% — 24.1w) owned by his wife. Mn ].l_. Clegg.

5. 111). Fnznian IS interested in 4,3202% Ordinary Share: (19% 7 4.320.288) through Sm Diamond Company
Limited, and the Trustee: (ii-[he Sldr Diamond Pension Scheme. 5.01 10 Ordinary Share\‘ (1991) — 3,()( 10) are owned

by 1m mi}. Mm. 135. Fivinan.

(1. These include 104.022 Ordinary Slinre~ (1996 » 104.022) in which Sir Ian Morrow has 21 nonibenefiual interest

7. Sir]. l'airclnugh is interested in 1.557 «hares (1090 i 1.557) through Cniim Nominees Lid.

There were no clunges in the Directors’ interests in the Ordinary Shares ot'tlir Company between the Balance Sheet date

and one month prior to the Notice ofthe Annual General Meeting.

GALNS MADE 0N DLRECTORS' SHARE OPTIONS:
1997 1996)

£000; gum);

I’J. Nm‘nmn 823 232

MG. LJngley — 1.833
1. Juffe - (181
NS. Mym — 315

 

823 3,1 161



CONTINUED

9. Directors’ Remuneration and Interests «mummn

Opriom over Ordinary Shares of 5p :nlch Issued to din-ctan wcro as (0110ka

C.\X/. Davies

l._1ufl'e

NS. Mym

M.M. Wth[

(3.]. Hughes

:1,» 11/
(ll/1ll/97 m'

.in «gr'appuinmmn

54.009

I115 ,01 )1 1

102.1 ll 10

09,1 I00

31 1.1 n 10

1 8,1 )1 10

378,009

15.180

42.000

30.000

31 1.01 10

31 1,01 10

18.01 )0

 

105.180

(41.000

30,1 I00

30,1 100

18.1 100

 

147.000

00.000

30,1 11 )0

18.01 10

 

108.000

30.000

30,000

00,000

105,01 )0

350

20,724

126,074

Numlwr .jl'
npn'um flnmlu/
during the ymr

7.300

1 2.700

Ax 1H
IND/97

54.069
105.1 11 )0
102,1 :1 10
09.1 11 I0
301 11 10

18.000

378,009

15.180

42.000

30,01 10

30,000

30,000

18.000

105, | 80

09.01 )0

31 1.1 11 )1 1

31 1.01 10

18,1 )1 )0

147,000

00.000

310,000

18,000

[08.01 )1)

30.000

31 1.000

7.300

12.700

 

81 1,0(10

105,000

350

20.724

120,074

()primr
I’n'u'

£05890
40.4433
£0207
[,1 1.541 10

01.8107
£31,433

51 1.5890
£04433
£02467
£4 14507
[,1 00 n7
{2.0433

£1 1, 54: >0
40,4507
{0.111117
£16433

£04507
50.8167
43.11433

50.0507
{3.6433
[31.101 10

441000

43.6433
54.1 01 10
54.1000

liwmxr I’m-10d
me

04/05/92

20/04/93

07/05/94

14/05/95

12/10/97

30/1 14/99

04/1 15/92

20/04/03

07/1 15/94

27/10/90

12/10/97

30/04/99

14/05/95

27/10/90

12/10/97

50/04/99

27/10/90

12/10/97

30/04/99

01/(15/9R

30/04/99

18/04/00

18/04/00

30/04/99

18/04/01)

18/04/00

II)

03/05/99

19/04/00

00/05/01

13/05/02

11/10/04

29/04/00

03/05/99

19/04/00

00/05/01

20/10/03

11/10/04

29/04/00

13/05/02

26/10/03

11/10/04

29/04/00

20/10/03

11/10/04

29/04/00

50/04/( 15

29/04/00

17/04/07

17/04/04

29/04/06

17/04/07

17/04/04

Thc market price 01' Ordinary Shares at 315! Deccmbcr 1997 was 452.5p(1990 7 439.513) and the range ofshare prices

for the year was 282.5}? to 509p (1990 7 200p to 470p).
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(1.31)

10.

11.

12.

NOTES TO THE ACCOUNTS

Tax on Prqfit on Ordinary Activities

Th: tax charge 11 bnscd on thc profit For thc ycar and comprncszi
1997

£0005

Cnrpommm [JX at 31 151’11 (1996 i 33"“) 3.513

Deferred taxation Arising fith

7 tapltal allowances (53)
7 other tuning difll‘renccs (‘23)

Adjmnm-nt oftamtion for prior yuan

7 (urrsnt (12)

— deferred (42)

Ovt‘n‘cas‘ taxatmn 250

Associati‘d undertakmgfi 184

3.712

Dividends Paid and Proposed
1997

£0005

Inmhh thwdend pm (imp pct anhmry Slmrc (1991.7111151‘) 524
H1111 diwdund proposed of tap per Urduun" Share 111m 7 1th 1,354

1.878

 

1996

£11005

5.(176

107

142

(W)
42

1‘23
142

5.683

1990
[1111115

45‘)

1.105

1,654

The "mun 111w1t~m1 pm 11111.7,1 pL'r Ordinary hhm was [mod on the 741535.109 omhm Sham 111 15511601]
I‘lth Scpu‘mbcr 1907. The 1311.11 dw1deml proposed 011.111: per 01111111171: 51m: M1111: 1mm] on the Urdumry sham
in issue on 16th MAl’d) 1998.

Earnings Per Share

 

I997

Weighted avenge number (){(7rdin:1ry Sham 74,867,633

£0005

Eammgs Jtmbuuble to Ordinary ShAreholden 7.714

Exceptmml opt-rating cxpcmcs net 01' tax -

Adjusted earnings 7.714

Earnings pcr Ordinary Sharc [0.30p

Adjustud earnings per orduury Share 10.30;;

1906

71111471459

£11110.»

10,353

1.018

11.371

14.571»

15.111 )p

The Directors consider that adplstcd uarnmgs per Ordmary Shine rcfletts the underlying pcrt'nrmancc of the busincs‘.



CONTINUED

13. fingiblt Fixed Assets

The following are 111(111drd 1n the net book value ut‘tangiblc fixed Assn-11:7

 

(:mup (1111111111111
1997 1991‘: 1997 1996

J50005 ,0 1005 £0005 £11111»;
Land .1111! building:

* froclmld 1,709 1,742 1,709 1.742

# $11011 leasehold 1,866 1,371 — 8211

Ham and nuchmcry 18,332 13.295 840 9,719

Net [unglblc‘ fixed 1185:!» 21,907 18,41 )8 2,549 12,281

Plant and unthumry includcx mmpum rquipmcnl 11nd software. Mfuc finniturc and {11111155. producuun wuls and

cqmpmcnt. [cs11nddcwlupnwnt cqulpmcut and motor x'chiclcs.

a) The 111111'rml‘lll 111 rlu‘ ym/ um 11.17/11]!11ut<.—

CKUUI’ Short Plant 11
Frrclmld lcaichold nuclnncry Total

(1031' Ulk VALUAHON [110115 ,0")le [wills £0005

licgummg of ycar 1.92% 1.9115 27.1189 30,922

Additlonx ~ 814 9.551 10,365

Dispumlx 7 (11!) (671) (631)

Exchangc adlusnncm 2 (33) (30)

End ol‘ycar 1.02% 2,711 35.0.17 40,576

DEPKHII ‘\| 1( 1N

llcgmning ofycar 186 534 11.794 12,514

Charge 33 312 11.3 I 7 6,662
T)1sp0sal\ 7 (1) (-181) (482)

Exchmngc adjumncm r — (25) (25)

End 01' year 21‘) 845 17,605 18,669

NET 131nm VALUE

licgmnmg “1‘ chr 1,742 1,371 15.295 18,408

NET BOOK VALUE

End ofymr 1,711‘) 1.861) 18,332 21,907

chhed .mcn inrludcd in thc ahov "7

NET BOOK VALUE. Bugmnmg ot‘ycar 3.482 3,482

NET Bunk VALUF, End ofycnr 2,512 2,512



NOTES TO THE ACCOUNTS

15. Tangible Fixed Assets nun-mm!)

  

COMPANY Short Plant as
Freehold Ivaichnld nurhincry Total

me Ulk VALUATION £000: 5000; Alum: £000:

Bchmling ofycar 1.028 1.26} 17,432 20,623
Adnhtinns 7 7 12% 186

1)i§posals 7 — (53) (55)

Tmmfcm to subndury undcrtnkingx 7 (L216) (10.170) (17,442)

End ol‘ymr 1.928 7 1.384 3,312

DEI’KU IAIION

Hcginmng of year 186 443 7,713 8,342
(r41) Charge 33 — IN. 199

(.41 anosals 7 7 (53) (53)
Tramfcrx tn subsidiary undertaking 7 (443) (7.282) (7.725)

End ni'ycar Zl‘) — 544 763

NF r BUNK VAL UL

licgmmng m'ym 1.742 821) 9719 12,231

NET Bunk VALUE

End nfycar L709 7 84¢) 2,549

Leawd assets Includcd in the almvc:7

NET BOOK VALLIL. Begimnng ofycar 2.225 2.225

NLI Boux VAI ur. End ofycar 3] 31

b) Basis (f/VI’LIIHMMH.‘*

Freehuld land and bmldingx were valued at £1,850JMU as at 3hr Dcccmbcr 1994) by mdcpcndcm (ommcrcial

property comultams‘ on an open markcl misting use basis. assuming full van‘unt possession

The ongmal cost of'Lmd and buildings xnrludcd AI Valuuion w‘w £1 241:1" )U and the accumuldted depreciation ban-d

on urigmal (mt ms 4235” m (19% — ,(jzwmo) as M 3m December 1097.

 

A I: nu! (Irprm'uml:7

Freehold Lmd at .1 cost (#5291000 113: not becn depreciated.



CONTINUED

14. Fixed Asset Investment:

The following are imluded in the net book leuv affixed assct investment:—

1997
£000:

Subsidxary lmdcrtuking —

Associated undermkingx 679

Investments 3

Long tcrm 1mm t0 mbxidmry undertakings —

Own dmrcs I14

796

 

Thu movemenl In the year \

Begmnmg ofer

New lung tcrm 10am

chaynwm ofloans

lnvesmmnt in subsidier undermkmgx

Slmrc nt’movmncnr In no! anon nhwunatvd In]dcrukxng<

End nr'ymr

Suhsxdiary undumkmgw

1mm UK PLC (0*
I’smn Industrial ML (19*
Pilon Software I‘LC (0)"

l’~iun [nmmcm Lnnitcd my
l’slon Compuu‘rs PLC. (e)*
l’siou Ovc‘n‘ms Investments Liuutcd" (t)

Psinn Incorporated (g)*

Psmn Gmle (11)
mm Daron] PLC (0*
l’sion Dacom GmbH (j)

Mun Dmcm Nordic AB (k)

Total Cow;

Lc<s provision

*held directly by Px‘ion PLC.

Gmqu
1 990
gx x)3

417

 

I’mlmmnn m"
L‘qm'l)’ mmml

and voting rig/115

11 N )%

“H M;

1H1 )%

“ll Wu

1 (10%

11H]%

1 011%

I ("1%

I [10%

l [N 7%

101 W:

1997
5000;

6.993

90

3

24,675

114

731,875

 

Grqu
1997

£0005

534

262

796

Cwnpuny
WW,
mm;

(1956

91)
3

5.59:1

114

l LOSJ

Cmupany
1997

£0005

11.053
29,513
(8,733)

37

31,875

Inm-mm-ms m {MI
1997

5000:

1,500

50

50

50

671

3.543

4,220

 

710,084

(3,091)

6,993

  

19%
£00th

1500

EU
51]

I}

3,543

(>71

4.220

1 0,1 '47
(34 191)

6.956



NOTES TO THE ACCOUNTS

14. Fixed Asset Investments (tununucd)

a) l‘sion UK l’LC n registered in England and Wales to market the Group's products in the United Kingdom.

h) Putin Industrial PLC is registered in England and Wales in research into and develop, manufacture and sell portable

computers For the Industrial market.

c) l’sion Software l’LC is registered in England and Wales to research into and develop and license operating systems and

application software.

d) Psioll Investments Limited is registered in England and Wales to hold investments

c) l’sinn Computers PLC is registered in England and Wales to research into and develop, manufacture and sell portable
’)

0'4“ tmiiputers For the retail and corporate markets.
0.43

t) l’siou Overseas Investments Limited 13 registered in England and Wales to hold overseas Investments.

g) l’sion lnc. H incorporated in the USA to market the Group's products in North America.

h) l’Vtt)" Gnth is incorporated in Germany to market the Group‘s products there.

i) Psiun Dacom PLC is registered in England and Wiles to research into and develop. rnanutacture and market the

Group's datacommunit‘ation products worldwide.

j) l’sion Datum Gnin is incorporated in Germany to market the Group's modem products there.

k) l’siori DataCard Nordic AB is incorporated in Sweden to market the Group's modem products in Scandinavia,

Associated undertakings?

The Group's associated undertakings comprise:
Proportion of Slurry
equity lltl/llt’d Capital

Psiun Nederland BV (a) 50% DFL 500.000

Theret‘ure Limited 40% £40,000

a) l’sion Nederland BV is incorporated in the Netherlands and markets the Group's productsthere. Sales to I’sion

Nederland BV amounted to | 79.000 (19967 £6,332Jl00). The Group's share of l’sinn Nederland 13V’s profit

before tax was £492,000 (1996 7 £426.000). At Slst December 1997 l’sion BV owed Psiun PLC and its subsidiaries

0241.000 (19% 7 0.153.000).

b) Therefore Limited is a toriipany registered in England and Wales to carry on the business oi'industrial design

consultancy. Therefore Limited has an accounting reference date ot'31st March. The Group recognises its share

of the results oleierefore Limited for the remainder ufthe year by reference to unaudited management accounts

prepared to 31st December.



14.

15.

CONTINUED

Fixed Asset Investment: (umunucd)

Investmennzi

The Camp owns 15% ofthc share caprtal of Psion Magynmrszag KFT, A Company founded in Hungary to market the

Group's products there.

Own Shares?

The Company operates a profit Sharing scheme {Or long wrvmg employees. Awards uner the scheme are made in the

 

form ot‘l’sion I’LC shares {0110 L: confirmation of the year's profit performance. These shares are usually transferer nut

ofthc Employee Share Owne hrp l’lan (“ESOl’”), a dncrcrionary [rnSt established to facilitate thc npcratinn nfthe profit

sharing srhetne The trustees nfthe ESOP purehase the Cortlpany"s urdtmry shares In the open umrket using fundsloaned

by the C(nnpany. Rights to dividends on \harcs held by the ESOP have been wan/ed bythe trllste‘cs, other than in retpect

   

ot‘ a nonnnal amount

The number and market value ol’the 5p 0rdrnary Shares held by the ESOP at 3lst Dccemhi‘r 1997 was 148,615

(1996 - HHJflS) and [.6721 WI (I996 7 [4653,UHH) rmpecnvely, (){thex‘e shtlres‘ 135.0UU (WW) — 135,001» shares are

allocated to mixt'y mmminnents in respect of the l’sion Executive Share Option Scheme.

   

Stacks

The following are mtluded in the net book value ot'stot‘ksr
Gmth Company

1997 199(1 1997 1996
£000; gum £000; [.1111th

Raw materials 10,489 7,160 -— 5,033

Wurkrlnrprugress 3525 1'35? _ ()1 I

Finkhed goods 5,292 -— 29‘)

19,306 l3 (:7 — 0,243

The Dzrecmrs behave that [l1ch n no stgnificant dltference between the net book value and rcplaccnwnt (mt ut'stock: held.



().44

(L45

16.

17.

NOTES TO THE ACCOUNTS

Debtors

Thv: following arc lm‘ludcd m the net book value ul'dclmxrs:—

Amounts falling duo within one year?

1997
£0005

Trade debtors 18.850

Amounts recoverable on Contracts 29')

Amounts owed by subsidilrry‘ undertakings -

Amounr: owed by assncrated undermkmgs 1.241
()tlwr debtors 238

VAT recoverable 250

ACT rccovembl: —

l’repaymexm and ACCI’IICd incumu 1.377

22,255

Amounts falling due alch um- ycurr

Amounts rscoverablc on Contracts 382

22,637

Creditors: Amounts Falling Due VVI'thin One Year

  

(2me
1996

A] n n k

18.773

 

The (0110ng anmunu are Inrludcd In LTL‘dltOri Falling duc VVM'l‘lln one year?

1997
£0005

Obligarmm under finance 19353: and hire purchase Contracts 770

Bank loans and overdrnfrs —

Trade (‘I‘CdiKOI’S 18,175

Amounts owed to subsldlury undertaklngx —

l’ropowd dwidcndx 1,354

Other creditors

7 UK rorporanon nu payable 3,992

7 ACT on paid .md proposed dwidends 469
* VAT 226

* Social security and PAYE S72

Accruals and dslkrrcd lntmnc 8,659

34,217

 

Group
1996

,0 n J! 1:

1282

()5

17731

1,195

5,21) l

299

240

5 1 9

(x6115

33.173

1997
5000;

3,591

10

20‘)

84

3,894

   

3,894

1997
goons

11

339

4,784

1.354

672

469

51

739

8,419

Campany
1996

£000»

3,720

13.284
W,
my

447

387

mun

18.741)

Cnmlnmy
19%

41mm

704

| 3.1)76

13

1 . | 05

I .298
299

237
2.930

20,442
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19.

CONTINUED

Creditors: Amuuuts Falling Due After More Than One Year

The following amounts are included in creditors falling dus aficr more than one year?

  

(Jump Company

1997 1996 1997 1996
£000; £000; £000; £000:

Borrowings due wholly or m part by instalnmnts Wlthll]

5 years:7

Obltgatiuns under financc 18.1565 and ller purrhasr contracts 138 817 2 431

Unrrnwingx on finmce lenws and him purtlmsr commas are rcpayable as follows:7

Gran]: Company
1997 1996 1997 1996

£0005 £0005 £0005 Llllllls

Within 173 yedn [38 709 2 431

Witlnn 2-5 years — 48 — 7

138 817 2 431

Prmn'siunsjbr Liabilities and Charges

l‘rnvifiionx‘ (or lxabllmcs and Lharges compnsc dell-rer taxunon arising on the cxcess ofcapltal .IllannL'cs over

deprectanon 1m ACT not rccovmblc withm twelve monthx ufrhe Balanro Sht‘ct dam?

Gmup Cumpany
1997 1996 1997 1996

£000; L( l1 l1 ls £0005 40005

The movcmt‘m on deferred tawnnn mmpriwesr

Beginning orycar 656 132 212 34a
(Crctlitcd) charged m profit and lms account (223) 292 (11) 182

Tmmfcrrcd [’0 subsidlary undertakings - 7 (504) (548)

Transferred from turn-n: t.L\' 314 327 264 327

ACT 1m pm And proposcd dividends (170) (95) 39 (95)

End of year 577 ()5!) — 212

 

Thc potential amount nl’dcfcrred tuntion not provided at 31st Dercmber 1997 was approxinmrely £100,001)

(10% 7 £312,000) and relates solely to thc rEVAluJElOn gain on [l’K‘ freshold pmperry.



NOTES TO THE ACCOUNTS

20. Called-Up Share Capital
1997 1996

£0005 £000;
a) Authorised7

98291.45!) Ordinary Shares 0105p each 4.915 4.915

b) Allnttcd, called—up and fully paid:7

1997 7 75,199.778 Ordinary Shares (115p 9:11:11 3,760 7

1990 7 74.71.71.737 Ordinary Shares ()1 5p earh — 3,735

 

During the year 410.041 shares were issued for rash in respect of the exercise ufshare uptiom. In addltlflfl 70.000 share<

were istued For nominal consideration to the Trustees of the Non Profit Sharing Srlieme for appropmtmn to employees

in respect ofthe award for 1996.
0.46
0 , 47

c) The Company 1m granted options (including Directorx" Options) in mpm 0mm tonuwmg Ordinary Shares otsp cat-h?

Number qr Ordinary Slmrt's
Sulym In ()pmm Pmnd 131' Opium I’m-c pm Slum £3

84,849 4th May 1992 to 3rd May 1999 0.5890

15,180 I 1th October 1092 [0 10th October 199‘) 1,1700

171,000 20th April 1003 to 19th Apnl 2000 0.443}

147,1 >1 )0 7th May 1994 m (n11 May21101 0.2467
138,000 14th May 1995 to 13th May 2002 0 5-100

54,1 )00 25th October 1996 to 24th October 2003 0.4267

90,1100 27th October 1996 to 26th October 2003 (1.4567

175,000 19th September 1997 to 18th September 2004 0,9500

120,000 12th October 1997 to 1 1th October 2004 0.8167

120,000 1.\t Mtiy 1998 to 31 1th April 2005 0.9507

540.000 30th April 199‘) to 29th April 2006 3,6433

83.000 9th September 1999 to 8th Septeitiber .2006 4.3650

219.648 18th April 2000 to 17th April 2007 4.1000

141.000 16th October 2000 to 15th October 2007 4,6850

2.104.683

21. Reserves

Oftotal reserves shown iti the Balance Sheet. the following JIHOlUllS are tegirded 11> distributable ur utherwrsez7

Gnmp Company

1997 1996 1997 1996
500% £0005 £0005 Loom

Distributable

— profit and 10“ account 21.954 20.058 21.954 20.058

N0117d15t1’1butab18

— profit .znd loxs account 6,684 2.438 — 7

7 share premium 22.664 22.431 22,664 22.43]

7 revaluation reserve 612 612 612 ()12

7 oodwill 3.091) 3.091 - 7g

7 other reserves (467) (326) - 7

48.356 4_.122 45.230 43,101



21.

23.

CONTINUED

Reserves (umtmunl)

The movement on reserves during the year was as follows:7

     

Cwup Company 8 Group Cumpuny
Profit Share Profit

Other and loss Revaluannn premium and loss
reserves Coodwd] account reserve account account
[01 105 £0005 £0005 £1 mm ,0 10< )5 Low )5

Beginning ofyear (326) (3,091) 22,496 (W12 22,431 20,058

Premium 0n shares issued 7 7 7 7 233 7

Employee profit share

di\trihurimi 7 7 3116 7 7 306

Foreign Currency trunjldtiuli (141) 7 7 7

Profit for the year 7 7 7.714 - — 3,468

DiVIdcnds paid and proposed 7 — (1,878) 7 7 (1,878)

End ot‘year (467) {31091) 612 22.664 21,054

22. Munements in Shareholders’ Funds
Group Company

1997 1996 1997 1996

£000:- £0005 £0005 £01le

Profit on ordinary aC(1\'1H€S after taxation 7,714 10,353 3,468 9.864

Dividends paid and proposed (1,878) (1,654) (1,378) (1.654)

Retained profit for the year 5.836 8,699 1,590 8,210

New share capital subscribed 258 14.405 258 14,405

Movement on other reserves (1“) (317) — 7

Employee profit share distribution 306 7 306 7

Net addition to shareholders' funds 6.259 22.787 2,154 22,615

Opening shareholders” funds 45,857 33.070 46,836 24,221

Closing sharcholdcn' funds 52,116 45,857 48,990 46,836

Cash Flow Information

a) Retonrilimion tgfmnurmcm in Hflfundi
1997 1996

)£0005 £0005

(Decrease) increase in cash (1,206) 16,300

Finance lease repayments 1,191 1,668

Decrease in short term deposits (2,860) (1,021)

(2,875) 16,947



NOTES TO THE ACCOUNTS

23. Cash Flow Information 1.1.0.1....“0

b) Analysis iyf'nwjimzl;

 

Finanrc

(1.1511 Overdraft; leases Total
£0005 L000; L000; L000,»

A2 at lstjsinuary 1997 20,503 (95) (2.099) 24.309
Cash flow (4,161) 95 1,191 (2,875)

A: At 31“ December 1997 22.402 7 (908) 21,494

0.48

0.41)

24. Guarantees and Other Financial Cummitments

.1) (31110711! Cummimmm

At [ht- entl ofthc year. Capital commitments wcrc'i
Group (3001;111:111

1997 1‘)‘)(» 1997 1996
£0005 £0005 £000; £000:

(imitmrtcd, but not provided fur 691] 1.376 — 1.1125

b) Lmsu (limmilmt'nrx

The Group 1m operating [saws on Certain preiiuses. The .mniial rezimls on these lenses total 412.244.0011
([996 — 12,319.01" I). The rt‘uls‘ payable under [ht\c leases are \‘ubJCCI to rcncgntution at various micrvak

wit-mud m the lcaws.

 

Crimp (fa/ride
I997 1‘19!) 1997 199!)

£000; 4'1)an £000: ,5: 10m

Leases which expire:

within 1 year 20 7 20 —

wiihin 2»?! years 569 1.235 — 211

over 5 years 1,655 1.084 753 753

2,244 2.319 773 773

c) Prizme ammgmmm

I’sion PLC maintain: a defined contribution pension srhenic {or the benefit ol'the empluyecx ufall UK \uhsidiarim

cxccpt for Psion Dacnm PLC which maintains its own defined L‘Oniribution pension scheme. At 31<t December 1997.

outstanding contributions to these pension schemes amounted to 10111 (1996 — [:1 19.000). The pension costs (harged

for the period are disclosed in nutt' 8.

Li) Fummdjivrei'gn mrhmw mmmm

The Group had forward foreign exchange contracts at 3lst December 1997 amounting to £7,432.01“) (1996 —

£7,844,000). At 3m December 1997, 55.398000 (19% r 57.451000) m mpcc: nfrhcsc contract» was marched
to cximng net foreign Currency assets With the balance «£2,034,000 (1996 v £413,000) relating to forecast foreign
currenry casliflows ariaing from overseas trading artivnies.

e) Cuumnlres

The (Zunipany has guaranteed the obligations of certain whcidiary undertakings arising from bank loan .lgrflt‘mcnfi up

[0 a maximum “£775,000 (19% ~ 5702.000). Guarantees 01‘4370000 (1996 7 £250,000) have been given by me
Group in reipcct nfcrcdit facilities with HM Customs 8t Excise. Psion PLC and its UK mhsidizirius lizivc unlimited

composite guarantees Wllll their lending banks to secure anking Facilities for the Group.



FIVE

Consolidated Prqfit and Loss Accounts
Turnover

Operating profit

Exceptional ircms

Profit on 3010 affixed nssct investmcnt

Profit before taxman

Tax on profit on ordinary .nctivlnes

l’mfit .xfier laxanon

Research and development expenditure

Eurmngx per slurs

AdJLISth earning: per share

Consolidated Balance Sheets
ancd assets

Stocks

Debtors

Cdsh and short tcrm mvn‘stmcnts

Current ave”

Creditors due wuhm one ycar

Creditors duc Mh‘r one year

vaisxum for hdblllfiCS and charch

N21 {15593

YEAR RECORD

     

1993 1994 1995 1996 1997
£000; £000» £0005 £000: £000:

41,159 61,291 90,546 124,178 142,012
3.332 6.1116 1 1,5911 17243 10,577

2 2 7 (1 ,51 9) -
v 685 7 7 —

3,030 6,545 11.654 16,036 11,426
(1 ,000) (2,329) (-1.202) (5,683) (3,712)

2.031) 4,216 7,452 10,353 7,714

1.4114 2.7111 5,579 7,731 10,934

3.05p (1.1611 111.75,» 14.37p 10.30);
3 05p 5.45)) 10.75,; 16.00;) 10.30p

1993 1994 1995 1996 1997
£1 10115 £11001 £11016 [mm 5000;

7.1211 9,461 14.271 18.942 22,703

6.7119 7.750 10.491 13.267 19,306
8,968 1 1.358 13.397 21,731 22,637
12111 3774 11.1150 26,563 22,402

17.038 22.882 35.7311 61,561 64,345

(111.717) (14.678) (25,167) (33,173) (34,217)
(596) (1 . 132) (1.640) (817) (138)
(180) (1511) (132) (656) (577)

12.656 23,1170 45.857 52,11616,383
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NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that the Annual General ML‘eting oi’PSION PLC (“the Company") Will be held at The Royal

Society of Arts, 8John Adam Street, London WCZN 6E2 on Friday 8thMay I998 at l lani for the following purposes:7

Ordinary Business

1. To consider and adopt the Company's accounts and the reports ofthe Directors and Auditors for the year ended

3lst December 1997.

to Tn declare a dividend.

3. To rcrclt'ct as a Director Dr. DE. Potter who retires from office under Articlc 107 of the Company’s Articles of

Association and, being eligible, offers hinisclffiir rcrelet'tiunr

4. To re—elect as a Director Mr, NS. Myers who retires from office under Article 107 of the Company's Articles

of Association and, being eligible, offers himself For revelection.

5. To rerelect as a Director Mr. A, Clegg who retires from office undcr Article 107 ofthe Company's Articles

of Association and, being eligible, ofiers himself-(or re—election.

Or To rerclect Mr. (1]. Hughes as a Director who retires from oilice under Article 113 oi'tlic Company‘s Articles

of Association, and being eligible, offers hiniselffor rt‘et‘lL‘Ctinl].

7. To elect Mr.JrB. Morgans as a Director under Article 1 13 ofthe Company's Articles of Association, who being

eligible offers hiniselffor election.

8. To re—appoint Messrs. Arthur Andersen as Auditors ofthe Company to hold office until Kl’lt‘ conclusion ofthe next

general meeting at which accounts and reports are laid before the Company.

9. To authorise the Directors to Fix the rcmiineiat‘ion oFthc Auditors.

Special Business

10. To consider and, if thought fit, pass the following resolution which will be proposed as an Ordinary Resolution?

That the Directors be and are hereby generally and unconditionally authorised pursuant to Section 80 oftlie

Companies Act 1985 (“the Act") to exercise all the powers ofthe Company to allot relevant securities (as defined

in Section 80 (2) ofthe Act) up to an aggregate nominal value oFL1.154,584 being 31 per cent of the Conipanys

issued ordinary share capital on 4 March 1998 provided that such authority shall expire on the earlier of the date

fifteen months after the passing ofthis Resolution and the conclusion of the Annual General Meeting to be held in

1999 unless previously renewed, Varied or revoked by the Company in General Meeting save that the Company may

before such expiry make an offer or agreement which wouldor might require relevant securities to be allotted after

such expiry and the Directors may allot relevant securities in pursuance ofsuch an offer or agreement as ifthe

authority conferred hereby had not expired.

ll. To consider and. ifthought fit, pass the following resolution which will be proposed as a Special Resolution:—

That subject to the passing of Resolution 10 above, the Directors be and are hereby empowered pursuant to Section

95 of the Companies Act 1985 (“the Act") to allot equity securities (as defined in Section 94 of the Act) for cash

pursuant to any general authority conferred on them in accordance with Section 80 ofthe Act as ifSection 89(1)

of the Act did not apply to any such allotment provided that this power shall be limited:—

i) to the allotment ofequity securities in connection with a rights ISSUC in favour ofordinary shareholders where

the equity securities respectively attributable to the interests ofall such shareholders are proportionate

(as nearly as may be) to the respective number ofOrdinary Shares held by them pmvidcd that the Directors

may make such arrangements in respect offractional entitlements or any legal or practical problems under the

laws of any overseas territory or the rc‘quirements of any regulatory body or stock exchange as they consider

necessary or expedient; and

ii) to the allotment (otherwise than pursuant to sub-paragraph (i) above) of equity securities havuig in the case

ofrelevant shares (as defined in Section 94 of the Act) a nonunal amount or, in the case ofothcr equity

securities, giving the right to subscribe for or convert into relevant shares liavmg a nominal amount not

exceeding in aggregate £187,999 (corresponding to 5 per cent of the issued ordinary share capital of the

Company on 4th March 1998).



CONTINUED

Special Business uuuuuuriii

1

Registered Ofiice

Alexander House

85 Frampton Street

2.

E"

and this power shall expire on the earlier ol‘thc conclusion of the next Annual General Meeting ofthe Company and

the date fifteen months alter the passing of this Resolution save thatthe Company tiiay before such expiry make an

offer or agreement which would or might require equity securities to be allotted after such expiry and the Directors

may allot equity securities in pursuance ot‘such otter or agreement as ifthe power conferred hereby had not expired,

To consider and, iftliought iiL to pass the followng resolution which will be proposed as an Ordinary Resolution?

That the l’slon PLC 1998 Share-save Scheme. the main provisions OliWthll are summarised in the enclosed Appendix,

and a copy ofthe rules ofwhich is produced at the Meeting and initialled by the Chairman for the purposes of

identification. he and are hereby adopted and the Directors be and they are hereby authorised to make such

modifications to the rules as they may consider necessary or desirable in order to obmiti the approval ofthc Inland

Revenue and do all acts and things as may be necessary or desirable to carry the Eanlc into effect.

To consider and, ifthouglit fit, to pass the folluwnig resolution which Will be propost .is an Ordinary Resolution-

Tliat the Directors he and they are hereby authorised (to the extent that Resolution 12 above is passed) to establish

such numbers of appendices to the Psion PLC 1998 Sliaresave Scheme or establish such other employee share

schemes for the benefit ofemployees of" the Company or its subsidiaries in order to take account oflncal tax,

exchange control or securities laws :is they consider appropriate subject. however, to the conditions that:

 

i) any shares made available under such appendices or other schemes shall be treated as Counting against any

indivxdual or overall limits contained in the Psion l’LC 1998 Sharesave 5 heme;

ii) such appendices or other schemes .shall confer benefits .ilid contain limitations to ensure, so Far as the Directors

consider practical, that the participants obtain substantially no greater benefit (before tax) than partiupants may

obtain from participating in the l’sion l’LC 1998 Sharesave Scheme: and

iii) once established the provisions ofsuch appendices or other schemes may not be amended without the prior

sanction of the Company iii General Meeting it'such sanction would he required to amend the comparable

provisions Val-[hr PSior‘i PLC 1998 Sharcsavc Scheme.

BY ORDER Or- THE BOARD

[Jofl'e

Director and Secretary

London NW8 8NQ

4th March 1998

Notes

1 .

to

A member Ciltltled to attend and vote is entitled to Apphint :i proxy (or proxies) to rim-lid and. on a poll, vote instead ofhini.

A proxy need not br .i insinlicr urine Company A {nnn of proxy n enclosed. The appointment ofa proxy mil not prevent
a member from subsequently attending and voting at the i‘neenng in person.

The Company. pursuant to Regulation 34 nrrln» Uiicertilicd srtiinnrs Regulations 1995‘ specifies rim only those members
entered on the Register ofthe Company as at llani on 6 May 1908 shall be entitled to attend or vote at the Meeting in

respect ol’the number oi'sharc. registered in their name at that time. Changes to the e‘ntnt‘s on the Register after 1 lani on

6 May 1998 shall be disregarded in dctcnniriirig the rights oi'any person to attend or vote at the Meeting.

Special Business Resolutions.

Resolution Ill authorises the Directors generally and unconditionally in accordance with Section 80 nt‘tlie Ccn‘ipanit‘s Act

1985. to allot relevant securities up (0 a maximum nominal amount offil.154.584 representing 31 per cent ofthe issued

ordinary share capital orrhe Company as it 4 March 1998,

Resolution 1 1 grants the Directors power to allot shares for cash Without first offering their shares pro rain to existing

shareholders up to in aggregate nnrninil amount “16187399 representng 5 per cent orrlir Company's issued ordinary
share capital as at 4 March l998.

The Directors consider it is in the best interests ofthe Company and its shareholders that they should have the fleitibility

conferred by the above authorities to make small issues ofshates for cash as suitable opportunities arise although they have no

present intention nfexercismg either ot‘thesc authorities. Both these authorities will expire at the conclusion (tithe next

Annual General Meeting or, ir‘rurlicr, fifteen inunrln after the resolution is passed.

Resolutions II and 13 propose the adoption by the Company ul’uu all-employee Sharesave Scheme and authorise the Directors
to make minor adjustments to the rules ofsuch scheme to accommodate changes in legislation, .is they see appropriate.
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