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Interimresults for the six nonths ended 31 March 2007

Capcon Hol dings plc, the AIMIlisted investigations and risk managenent group
announces its unaudited interimresults for the six nonths ended 31 March 2007

Mai n Points

. Turnover of £2.0m (2006: £2.8m including £0.5m from di sconti nued
oper ations)

. Pre tax | oss £87,600 (2006: Loss £726, 700)

. Profit before tax, interest, anortisation £52,900 (2006: Loss of
£554, 400)

. Net cash inflow from operations of £65,600 (2006: £140, 600)

. Operating profits generated by both divisions and central costs
reduced

. New cl i ents gai ned

Capcon Chairman, Ken Dulieu, said

' Good progress has been made in restoring profitability to the core business and
the Board will continue to focus on a strategy that builds on the strengths of
the traditional Capcon business

For further information, contact:

Capcon Hol di ngs plc
Paul Jackson 020 7417 0417

I nsinger de Beaufort



Nandi ta Sahgal 0207 190 7000

Chai rman' s St at enent

The six nmonths to 31 March 2007 has been a period of recovery for both main

di vi sions of Capcon followi ng a year of considerabl e change and rationalisation
in the Group. Cood progress has been made in restoring profitability to the core
busi ness and the Board will continue to focus on a strategy that builds on the
strengths of the traditional Capcon business.

The 1 egal proceedings with the vendors of Argen Linmited continue to inhibit the
devel opnent of the Group pending the outcone of the dispute.

Resul ts

Turnover for the six nonths to 31 March 2007 was £2, 023,200, a 28.0% reduction
on the previous year's |level of £2,811, 200, although 64% of this decrease was
attributable to discontinued operations. The overall gross nargin fell from
39.1%to 38.8%due to the shift in the proportion of the contribution favouring
the lower margin Audit & Stocktaking division of the Goup since the
restructuring and di sposal of certain commercial investigation activities.

The Group nade a profit before tax, interest, anortisation and inpairnment of
£52,900, a significant turnaround conpared with the | oss before tax, interest,
anortisation and inpairnment of £554,400 for the sane period | ast year. The |oss
before tax of £87,600 conmpares with £726,700 for the first six months of |ast
year and, as last year, there is no tax charge for the period. The anortisation
charge of £50,900 is £47,700 less than the charge for the sane period |ast year
as a result of the Directors' decision to further inpair the value of goodwil|
at the end of the last financial year. No further inmpairnent is considered
necessary at this tine.

The | oss per share before goodwi |l anortisation and goodw || inpairnment of 0.4p
conpares with a | oss per share before anortisation and goodwi || inpairment of
6.2p for the same period | ast year.

The Group generated a net cash inflow fromoperations of £65,600 (2006:
£140,600) and net debt at 31 March 2007 was £1, 488, 600, £374,500 hi gher than the
sane date |ast year mainly as a result of the issue of £675,000 (nomnal)
unsecured loan stock in the second half of last financial year partly offset by
reduced funding frominvoice discounting.

The Directors are unable to recomend the paynment of a dividend, as |ast year,
for the time being.

Fundi ng

The | egal proceedings with the vendors of Argen Limited are continuing and the



Directors believe that it is unlikely that the issues will be resolved in this
financial year. The difference between the Conpany's position and the Argen
vendors' demands in these proceedings is substantial and, for this reason, the
Directors believe that the present action nust be continued in order to achieve
an outcome that is fair for all shareholders. It, therefore, renmins the case
that there is an uncertainty with regard to the amount of the Conpany's final
liability, if any

Busi ness Revi ew

Sales in the Audit & Stocktaking division of £1,472,700 were marginally | ower
than the sane period | ast year (2006: £1,501, 300). Several new clients have been
gai ned which are expected to ultimately replace the | ost business reported in
the 2006 Report and Accounts, which was due to a client being acquired and our
services being absorbed into the acquirers existing in-house resource. The
benefit of the new software introduced and internal restructuring |ast year is
now reflected in the level of gross margin achieved in the first six nonths of
this year which has been restored to historic levels. As a consequence

operating profit for the division shows a significant increase on the sane
period | ast year.

The commercial investigation activities this year exclude discontinued services
provided to the insurance sector which were transferred to certain enpl oyees who
now pay a licence fee to Capcon. Sales for conmercial investigation services
were £548, 600 conpared with £1, 310,000 for the sane period | ast year although
£503, 900 of the reduction is due to discontinued operations. The sales for
Capcon Argen were significantly |lower than |last year as a result of the

resi gnation of the nmanaging director and ot her nmanagenent changes previously
reported that had a disruptive effect on the business. However, the opportunity
was taken to restructure the division and reduce operating costs significantly
and the first six nonths of this year have benefited fromthese changes. Despite
the significant reduction in the overall sales level for the Comercial
Investigations division, the first six nonths shows an operating profit conpared
with a significant loss |ast year

Renewed nmarketing initiatives, particularly in the Comrercial |nvestigations
division, are having a favourable effect on gaining new clients and good
progress is being made in replacing the Capcon Argen business that was |ost |ast
year.

The Central overhead cost base has been significantly reduced in the past year
and action has been taken to further reduce costs in the second half of this
year, in particular, certain accounting and administrative activities are to be
out sourced and of fices rel ocated

Current trading and prospects

Havi ng di sposed of the |oss naking insurance based services, the Goup is now
able to focus on rebuilding the commercial investigations business froma nore
cost efficient and streamined platform The nmarket for our investigation
services is considerable and the new nanagerment team have successfully gained
new busi ness and new clients during a difficult and uncertain period in Capcon's
devel opnent. The managenent of the Audit & Stocktaking division is working hard
to turn round the lack of sales growh in this division and is gaining new
clients. The restored gross profit levels in the Audit & Stocktaking division
are expected to be nmintained and both divisions, having recovered froma
turbul ent period, are now achieving their internal forecasts



The Directors will continue to focus on the core activities where it is believed
that recovery to higher levels of profitability is achievable in the nedi um

term

K P Dulieu
Chai r man

29 June 2007
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Consol i dated profit and | oss account for the six nonths ended 31 March 2007

Audi t ed
Year
ended

30 Sept enber

2006
£' 000

Tur nover

Cont i nui ng operations
4,493.8

Di sconti nued operations
757.8

Group turnover
5,251.6

Cost of sales
(3,261.9)

G oss profit
1,989.7

Admi ni strative expenses
(4,773.2)

Qperating profit/(loss)
Cont i nui ng operations
(2,222.0)

Di sconti nued operations
(561.5)

G oup operating profit/(loss)
(2,783.5)

Unaudi ted Six

Unaudi t ed

nmonths Six nonths
ended ended

31 March 31 March
2007 2006

Not e £' 000 £' 000
2,023.2 2,307.3

- 503.9

2,023.2 2,811.2
(1, 238.8) (1,712.0)
784. 4 1,099.2
(782.4)  (1,752.2)
2.0 (306. 3)

- (346.7)

2.0 (653.0)



Total operating profit/(loss) before anortisation
(1, 039.5)

and i npairment of goodw ||

Anortisation of goodw Il and inpairnent

(1, 744.0)

Profit/(loss) on ordinary activities
before interest and other incone
(2,783.5)

Interest receivable

0.5

I nterest payable and simlar charges
(191.2)

Loss on ordinary activities

before taxation

(2,974.2)

Taxation on loss fromordinary activities

Loss on ordinary activities
after taxation
(2,952.8)

Loss per share
Basi c
(29.1p)

Fully diluted
(29. 1p)

Capcon Hol di ngs plc
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Consol i dat ed bal ance sheet as at 31 March 2007

Audi t ed

as at

Sept enber

2006

£' 000

Fi xed assets

I ntangi bl e assets
1,425.3

Tangi bl e assets
119.0

1,544.3

Current assets
Debt ors
1, 065. 6

Unaudi t ed
as at

31 March
2007

£' 000

1,374. 4

84.4

1,458.8

873.6

52.9 (554. 4)
(50. 9) (98. 6)
2.0 (653.0)
- 0.2
(89.6) (73.9)
(87.6) (726.7)
(87.6) (726.7)
(0. 9p) (7.2p)
(0.9p) (7.2p)
Unaudi t ed
as at
31 March 30
2006
£' 000
3,070.6
217.6
3, 288. 2
1,480.3



Cash at bank and in hand 0.5 1.9

1.7

o 874.1 1,482.2

1,067.3

Creditors:

Amounts falling due within one year (3042.9) (3,395.4)

(3, 246.0)

Net current liabilities (2,168.8) (1,913.2)

(2,178.7)

Total assets less current liabilities (710.0) 1,375.0

(634. 4)

Creditors

Amounts falling due after nore than one (654. 4) (108.1)

(642. 4)

year

Provision for liabilities and charges - (21.4)
(1, 364. 4) 1,245.5

(1,276.8)

Capi tal and reserves

Cal | ed up share capital 101.6 101.6
101.6

Share prem um account 2,774.1 2,774.1
2774. 1

Mer ger reserve 950.0 950.0
950. 0

Profit and | oss account (5,190.1) (2876. 4)
(5, 102. 5)

Shares to be issued - 296. 2
Shar ehol ders' (deficit)/funds (1, 364. 4) 1,245.5
(1,276.8)
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Consol i dated cash flow statenent for the six nonths ended 31 March 2007

Unaudi t ed Unaudi t ed
Audi t ed



Year

ended

30 Sept enber
2006

£' 000

Net cash inflow (outflow) from
operating activities
(107.5)

Returns on investnments and
servicing of finance
Interest received

0.5

Interest paid

(122.2)

Net cash outflow fromreturns on
i nvest ment and servicing of finance
(121.7)

Taxati on
Tax paid
(4.0)

Capi tal expenditure and financial investment
Purchase of tangible fixed assets

(47.3)

Sal e of tangible fixed assets

18.0

Net cash outflow from capital expenditure
and financial investnent
(29.3)

Cash inflow (outflow) before financing
(262. 5)

Fi nanci ng

I ssue of | oans

675.0

Costs incurred on issue of |oan stock
(63.5)

Repayment of | oans

(206. 6)

Movenent in invoice discounting facilities
(122.6)

Capital elenment of finance | ease paynents
(5.4)

Cash (outflow)/inflow from financing
276.9

(Decrease)/increase in cash in the period
14. 4

Not e

Si x nont hs
ended

31 March
2007

£' 000

65. 6

(38.2)

(38.2)

(1.0)

(1.0

26.4

(3.6)
(69.2)

(7.9)

(80.7)

(54. 3)

Si x nont hs
ended

31 March
2006

£' 000

140.6

(55. 0)

(54.8)

(4.0)

(17.3)

0.8

(16.5)

65.3

75.0

(103. 3)
(7.7)

(8.3)

(44.3)



Notes to the interimaccounts

For the six nonths ended 31 March 2007

1. Basis of preparation

The interimresults for the six nmonths ended 31 March 2007 and 31 March 2006 do
not constitute statutory accounts within the neaning of section 240 of the
Conpani es Act 1985 and have been neither audited nor reviewed by the Goup's
auditors. The financial information for the year ended 30 Septenber 2006 has
been extracted fromthe statutory accounts for the year which have been filed
with the Registrar of Conpanies and which contain an unqualified audit report
and did not contain a statenment under section 237(2) of the Conpanies Act 1985.

The interimaccounts have been prepared on the basis of the accounting policies
set out in the statutory accounts for the year ended 30 Septenber 2006.

The Group had no recogni sed gains or |osses other than the results shown in the
Consol idated Profit and Loss Account.

Copies of this statenent are being sent to sharehol ders and are avail able from
the registered office of the Conpany.

2. oing Concern

Timng of deferred consideration paynents

The Group acquired Argen Limted ('Argen') in February 2003. In addition to
initial consideration of £1.35m|lion, the purchase agreenent provided for a
maxi mum conti ngent consideration of £1.92mllion - £1.57mllion by way of cash
and £0.35m | lion by way of shares. This contingent consideration was payable
dependent upon the profit of Argen for the years ended 31 Decenber 2003 and 31
Decenber 2004 ('the earn-out period' ) exceeding specified targets.

Under the terms of the agreenent, the contingent consideration was due to be
paid by April 2005 and £500,000 has been paid to date. The anopunt of any
further liability to pay contingent consideration has been a matter of dispute
bet ween the Conpany and the vendors for sone tine. The Directors had been
engaged in di scussions and negotiations with the vendors of Argen with a viewto
reaching a final settlenent as to the ambunt (if any) due but proceedi ngs have
now been issued by the vendors seeking to enforce the Conpany's obligations
under the agreenent that the vendors all ege have not been perfornmed by the
Conpany. Such proceedi ngs are being vigorously defended by the Conpany and
notice has been served by the Conpany upon the vendors rescinding the agreenent
and clai mng the repaynment of all anounts paid by the Conpany to the vendors to
date.

Wi | st settlenent of the clainms made by the vendors is not in contenplation at
this tine, any settlerment of the clains made by the vendors that the directors



may be advised to agree, will not be agreed without first endeavouring to ensure
that the Conpany has the funds available to neet its obligations as they fal

due. The cash flow forecasts prepared by the directors make no all owance for any
such paynent. Additionally, in view of the uncertainty surrounding any anounts
that might be payable and, in turn, the timng of any such paynents, the
directors have not entered into any negotiations to secure the additiona
financing that would be required to fund any i nmedi ate paynent requirenent

As a consequence of the natter set out above, the Conpany may be unable to neet

its financial obligations as they fall due and may thus be unable to continue as
a going concern if the anount of deferred consideration found to be due (if any)
is determined to be at the level currently provided in the financial statenents

and a dermand for the imedi ate paynent of this sumis enforced

The financial statenents do not include any adjustnents that would result if the
Conpany was unable to continue as a going concern

3. Earnings per share

Unaudi t ed Unaudi t ed
Audi t ed
Si x nont hs Si x nont hs
Year
ended ended
ended
31 March 31 March
30 Sept enber
2007 2006
2006
£' 000 £' 000
£' 000
Reconci l i ation of earnings
Loss used for calculation of basic and diluted EPS (87.6) (726.7)
(2,952.8)
Anortisation and inpai rnent of goodwill 50.9 98. 6
1,744.0
Loss used for cal cul ation of adjusted basic and diluted EPS (36.7) (628.1)
(1, 208. 8)
Reconci |l i ati on of denom nat or
Shares used for calcul ation of basic and adjusted basic EPS 10, 156, 776 10, 156, 776
10, 156, 776
Exerci se of options - -
Shares to be issued - -
Shares used in calculation of diluted and adjusted dil uted 10, 156, 776 10, 156, 776

10, 156, 776
EPS




Loss per share before anortisation
and inpai rnent of goodwill

Basi c

(11.9p)

Fully diluted
(11.9p)

10

(0. 4p) (6.2p)

(0. 4p) (6.2p)

4. Reconciliation of operating profit/(loss) to net cash inflow (outflow)

fromoperating activities

Audi t ed

Year

ended

30 Sept enber

2006

£' 000

Group operating profit/(loss)

(2,783.5)

Anortisation and inpai rnent of goodwi ||
1,744.0

Depr eci ati on

124.0

Loss/ (profit) on disposal of fixed assets
55.1

Decrease in debtors

630. 5

(Decrease)/lIncrease in creditors
122. 4

Net cash inflow (outflow) from operating
(107.5)
activities

5. Analysis of net debt

Unaudi t ed
At

Mar ch
2007

£' 000

Audi ted
At

1 Cctober
2006

£' 000

Unaudi t ed
Si x nont hs
ended

31 March
2007

£' 000

50.9

35.6

192.0

(214. 9)

65.6

Cash
flow

£'000

Unaudi t ed
Si x nont hs
ended

31 March
2006

£'000

(653.0)
98.6
48.8
29. 4

215.8

401.0

140.6

O her non- 31
cash changes

£'000



Cash at bank and in hand
0.5

Overdrafts

(337.7)

Cash
(337.2)

Debt due after one year
(97.9)

Debt due within one year
(643. 3)

Fi nance | eases

(24.0)

I nvoi ce discounting facilities

(295. 4)
O her | oans
(90.8)

Fi nanci ng
(1, 151. 4)

Tot al
(1, 488.6)

(284

(282.

(70.
(626.

(31.
(364.

(86.

(1, 180.

(1,463

1.7

. 6)

9)

9)

8)

9)

6)

5)

7

6)

(1.2)

(53. 1)

(54.3)

69. 2

80.7

26. 4

11

(30. 6)

(16.5)

(4.3)

(51. 4)

(51.4)



