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Interimresults for the six nonths ended 31 March 2006

Capcon Hol dings plc, the AIMIlisted investigations and ri sk nanagenent group,
announces its unaudited interimresults for the six nonths ended 31 March 2006.

Mai n Poi nts:

e Turnover of £2.8m (2005: £3.4nm

e Pre-tax |oss of £726,700 (2005: Loss £1, 026, 300)

*« Loss before tax, interest, anortisation of £554,400 (2005: Profit of
£160, 800)

* Net cash inflow from operations of £140, 600 (2005: £125, 300)

e« Action taken to create platformfor growh

e Signs of increased activity in core businesses

Capcon Chairman, Ken Dulieu, said: 'The six nonths to 31 March 2006 has been a
chal l engi ng period for the Goup during which tinme the Board carried out a

t horough review of the businesses and took decisive action to safeguard the core
busi ness and create a stronger platformfor growh.

"Both Audit & Stocktaking and Conmercial |nvestigations are showi ng signs of
increased activity, and, the reshaping of the Commercial Investigations division
should lead to inmproved focus on building this traditionally very profitable
part of the business in the second half of the financial year.

'The Board is conmtted to restoring profitability to the Goup in the short
termand priority will be given to the growth of the core business for the
foreseeable future'.

For further information, contact:

Capcon Hol di ngs plc
Paul Jackson 020 7417 0417

I nsinger de Beaufort
Louis Castro
020 7190 7000
C tyroad Conmuni cations
Keith Lewis, Paul Quade
020 7248 8010

Chai rman' s St at enent

The six months to 31 March 2006 has been a chall enging period for the G oup
during which tine the Board carried out a thorough review of the business and
took decisive action to safeguard the core business and create a stronger
platformfor future growth.

The Board continues to give a high priority to the appoi ntnent of a Chief
Executive O ficer who will bring relevant industry experience and capability to
devel op the Group strategy fromour recently strengthened core business. | am
optimstic that this appointnent will be nade in the near future.

Resul ts

Turnover for the six nonths to 31 March 2006 was £2, 811, 200, an 18. 1% reduction
on the previous year's £3,431,000. The overall gross margin fell from41.1%to
39.1%largely due to the structural changes nmade to the insurance investigations
busi ness.

The Group nade a | oss before tax of £726,700 which is £299, 600 | ower than the
| oss of £1,026,300 for the same period | ast year. The | oss before tax, interest,
anortisation and inpai rnent was £554, 400 (2005: £160,800 profit). On a like for



like basis this is £457,500 bel ow the sane period | ast year as that period
benefited froma profit on disposal of Argen GibH of £224,400 and a pre disposal
profit of £33,300 fromthat business. Furthernmore, £309, 700 of the loss this
year is attributable to discontinued operations and £70,000 is due to the
Directors taking a cautious approach in providing for possible bad debts. The
anortisation charge for the period of £98,600 (2005: £144,300) was £45, 700 | ess
than last year. In the sane period |ast year a review of the carrying val ue of
Goodwi || led to an inpairment charge of £978,000 but no further inpairment is
considered necessary in this year. A recent formal offer received by the Conpany
for the Audit and Stocktaking business further supports the carrying val ue of
Goodwi || in the balance sheet for that division.

The | oss per share before goodw || anortisation of 6.2p conpares with 1.3p
earni ngs per share for the sane period | ast year.

Despite difficult trading conditions during the period and the cost of
rationalising our insurance investigation business, the Goup generated a net
cash inflow from operations of £140,600 (2005: £125,300). Net debt at 31 March
2006 was £1, 114,100 - £62, 600 higher than at the sane date | ast year. The
Directors, therefore, are continuing their policy with regard to dividend
paynments and no interimdividend is being declared.

Fundi ng

At an Extraordinary General Meeting held on 29 March 2006 it was proposed that
Convertible Loan Stock of £800,000, carrying an interest rate of 10% should be
created and issued to certain Directors and shareholders in order to strengthen
the Conpany's financial position and provide working capital for the com ng
year. The relevant resolutions proposed at the neeting were defeated and in
order to maintain the Goup's financial stability, certain Directors and an

i ndependent sharehol der of the Conpany have subscribed at par for £375,000 newy
constituted, non-convertible, secured |oan stock in the Conpany, carrying
interest at a rate of 10% Additionally, two of the Directors have, subject to
certain conditions, commtted to subscribe for a further £300, 000
non-convertible, secured |loan stock on the sane terns, if required.

Busi ness Revi ew

Sales in the Audit & Stocktaking division were marginally |lower than |ast year
at £1,501, 300 (2005: £1,616,200) despite substantial new business being gai ned
frommajor blue chip clients. However, the new business has been offset by two
existing clients reviewing their auditing and stocktaki ng needs which have
resulted in less frequent but nore focused audit work. However, the Directors
are confident that this reduction in sales will be reversed in the nmediumterm
and wi Il be boosted by the introduction of new, updated software and reporting
systens to our client base during the second half of the financial year. The
effect of |ower sales, together with the internal cost of devel oping the
enhanced systens referred to above, reduced operating profit conpared with |ast
year.

Tradi ng performance in the Comrercial |nvestigations division has been
significantly affected by the Board's strategic decision to withdraw from
certain |l oss meking insurance investigation services provided by Capcon Vincent
Sherman (CVS). These services are now provided by a conpany incorporated by
certain ex enployees and supplied to clients under a fee paying licence from
Capcon without any cost to the Conpany. Additionally, all surveillance
activities previously provided by CVS to blue chip insurance clients have been
transferred to the specialist Capcon Surveillance Bureau, the new subsidiary
establ i shed | ast year. The cost of these changes, which were necessary to cut

| osses and re-establish our insurance activities on a profitable basis for the
future, were approxi mately £185,000 and this is included in the operating |oss
of discontinued operations of £309, 700.

Capcon Argen continues to win significant new business fromblue chip clients
that have not been previously engaged by the Conpany. The overall |evel of
project activity has been |lower than | ast year but with an expanding client base
and continuation of recent marketing initiatives, the Board is expecting an
upturn in sales in the mediumterm

Sal es for the Commrercial Investigations division overall were £1,310, 000 (2005:
£1,815,000) and the shortfall conpared with last year is nmainly attributable to
the withdrawal fromdirect involvenent in |oss neking insurance based work.



G oss nmargin |l evel s have been increased conpared with | ast year.

Fol lowi ng a revi ew of the Capcon Argen debtors, the Directors have decided to
take a nore cautious view of the risk associated with the recovery of certain
overseas debts and have increased the provision for bad debts accordingly by
£70, 000.

The recruitnent |ast year of new senior project nmanagers and their subsequent
devel opnent in the Conpany has created the opportunity to restructure the
managenment of Capcon Argen and strengthen our position both internally and when
presenting our services to potential clients. Also, we are in the process of
recruiting additional project managers who have existing experience and client
rel ationships to ensure accel erated growth in the short term

A review of central overhead costs at the end of |ast financial year has
resulted in a significant reduction in these costs and this should be naintained
t hroughout the second half of the year.

Current Trading and Prospects

Both Audit & Stocktaking and Commercial |nvestigations are show ng signs of
increased activity, and the re-shaping of the Commercial Investigations division
should lead to inmproved focus on building this traditionally very profitable
part of the business in the second half of the financial year.

The Board is conmitted to restoring profitability to the Goup in the short term
and priority will be given to the growh of the core business for the
foreseeable future. Alternative strategies for devel oping the Goup are revi ewed
regularly by the Board but our overriding conmitnment is to maxi mi se sharehol der
val ue through retaining our position as an independent public conpany and to
take full advantage of this status at the appropriate tinme in the future when
our profit track record has been restored.

K P Dulieu
Chai r man

30 June 2006

Consol i dated Profit and Loss Account
For the six nonths ended 31 March 2006

Continuing Discontinued

oper ations operations Tot al Tot al
Tot al
Si x nont hs Si x nont hs Si x nonths Six nont hs
Year
ended ended ended ended
ended
31 March 31 March 31 March 31 March
30 Sept enber
2006 2006 2006 2005
2005
unaudi t ed unaudi t ed unaudi t ed unaudi t ed
audi ted
£' 000 £' 000 £' 000 £' 000
£' 000
Tur nover 2,604.7 206.5 2,811.2 3,431. 1
6, 930. 6
Cost of sales (1,497.1) (214.9) (1,712.0) (2,020.0)
(4,031.1)
G oss profit/(loss) 1,107.6 (8.4) 1,099.2 1,411.1

2,899.5



Admi ni strative expenses
(5, 326.9)

Group operating |oss
(2,427. 4)

Share of operating profit in associates
33.3

Total operating |oss before goodw ||
(414.0)

anortisation and i npairnent
Anortisation of goodwi |l and inpairnment
(1,980.1)

Total operating |oss
(2,394.1)

Profit on sale of associate
248.0

Loss before interest and taxation
(2,146.1)

Interest receivable
0.3

I nterest payable
(131.9)

Loss on ordinary activities before
(2,277.7)
taxation

Taxati on
81.1

Loss on ordinary activities after
(2,196. 6)
taxation for the period/year

Loss per share
- Basic and diluted
(21.6p)

(Loss)/earnings per share before
anortisation and

i mpai rment of goodwi ||

- Basic and diluted

(2.1p)

Consol i dat ed Bal ance Sheet
As at 31 March 2006

(1, 450. 9)

(343. 3)

(244.7)

(98. 6)

(343. 3)

(343. 3)

(301.

(309.

(309.

(309.

(309.

3)

7)

7)

7)

(1,752.2) (2,630.3)
(653.0) (1,219.2)
- 33.3
(554. 4) (63. 6)
(98.6) (1,122.3)
(653.0) (1,185.9)
- 224. 4
(653.0) (961.5)

0.2 0.2
(73.9) (65.0)
(726.7) (1,026.3)
- 38.5
(726.7) (987.8)
(7.2p) (9.7p)
(6.2p) 1.3p




As at As at As at
31 March 2006 31 March 2005 30 Septenber 2005
unaudi t ed unaudi t ed audi t ed
£' 000 £' 000 £' 000
Fi xed assets
Intangi ble fixed assets 3,070.6 3,923.1 3,169.2
Tangi bl e fixed assets 217.6 326.7 269.0
I nvestnents - 0.1 -
3,288.2 4,249.9 3,438.2
Current assets
Debt or s 1, 480.3 1,801.9 1,696.1
Cash at bank and in hand 1.9 13.8 13.9
1,482.2 1,815.7 1,710.0
Creditors
Amounts falling due within one year (3,395.4) (2,627.1) (3,071.5)
Net current liabilities (1,913.2) (811. 4) (1,361.5)
Total assets less current liabilities 1,375.0 3,438.5 2,076.7
Creditors
Amounts falling due after nore than one year (108.1) (242.6) (83.1)
Provisions for liabilities and charges (21.4) (21.4) (21.4)
Net assets 1,245.5 3,174.5 1,972.2
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 2,774. 1
O her reserves 950.0 950.0 950.0
Profit and | oss account (2,876.4) (940.9) (2,149.7)
Shares to be issued 296. 2 289.7 296. 2
1,245.5 3,174.5 1,972.2
Consol i dat ed Cash Fl ow St at enent
For the six nonths ended 31 March 2006
Si x nont hs Si x nont hs Year
ended ended ended
31 March 2006 31 March 2005 30
Sept enber
unaudi t ed unaudi t ed 2005
audi t ed
£' 000 £' 000 £' 000
Net cash inflow from operating
activities 140. 6 125.3 193.2
Di vi dend received from associ ate - 118.2 118.2
Returns on investnents and servicing
of finance
Interest received 0.2 0.2 0.3
Interest paid (55.0) (62.1) (124.8)
(54.8) (61.9) (124.5)
Taxation
Tax paid (4.0) (23.7) (23.7)

Capital expenditure and financial



i nvest ment
Paynments to acquire tangible fixed assets (17.3) (70.9)
Sal e of tangible fixed assets 0.8 -
(16.5) (70.9)
Acqui sitions and di sposal s
Acqui sition of subsidiary undertakings - (89.5)
Di sposal of investnent in associates - 332.9
- 243. 4
Net cash outfl ow before financing 65. 3 330.4
Fi nanci ng
Repaynent of |oans (103.3) (100.1)
New | oans i ssued - 150.0
I nvoi ce discounting facilities (7.7) (189.9)
Princi pal payment under finance |eases (8.3) (8.3)
Gt her | oans 75.0 20.0
O her loan repaynents - (2.4)
(44.3) (130.7)
Increase in cash 21.0 199.7

Notes to the Interim Accounts
For the six nonths ended 31 March 2006

1. Basi s of preparation

The interimresults for the six nmonths ended 31 March 2006 and 31 March 2005 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 2005 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 2005.

The G oup had no recogni sed gains or |osses other than the results shown in the
Consol i dated Profit and Loss Account.

Copi es of this statement are being sent to sharehol ders and are available from
the registered office of the Conpany.

2. Coi ng Concern
| ssue of Redeenabl e Loan Stock

At a nmeeting of the directors held on 29 March 2006, K P Dulieu, P F Jackson and
R G Boyl e together with a sharehol der of the Conpany agreed to subscribe for a
total £675,000 (nom nal) 10% Redeenmbl e Guaranteed Secured Loan Stock 2006 (the
'Loan Stock'). O this ampunt, £375,000 was subscribed for immediately and the
bal ance of £300,000 is to be subscribed for as to £150,000 each by K P Dulieu
and P F Jackson upon demand bei ng nmade by the Conpany at any tinme on or before
31 May 2008 save that if there exists an event of default at that tine then such
subscriptions will not be made. For this purpose an event of default includes
inter alia a change of control of the Conpany such that a third party acquires
an interest of 30 per cent. or nore in the Conpany. The Loan Stock was put in
pl ace to ensure, on the continuing assunption that the directors will be able to
focus their attention on the running of the business w thout external
interference, the financial viability of the Group going forward.

Tim ng of deferred consideration paynents

(86.

(193.
328.

221.
(205.
170.

(14.

(47.

(77.

134.

5)

173.

5



The Group acquired Argen Limted ('Argen') in February 2003. In addition to
initial consideration of £1.35mllion, the purchase agreenent provided for a
mexi mum conti ngent consideration of £1.92million - £1.57mllion by way of cash
and £0.35m Ilion by way of shares. This contingent consideration was payabl e
dependent upon the profit of Argen for the years ended 31 Decenber 2003 and 31
Decenber 2004 ('the earn-out period' ) exceeding specified targets. The extent to
which these targets were exceeded is disputed

The earn-out period has now expired. Under the ternms of the agreenent, the
contingent consideration was due to be paid by April 2005 and £500, 000 has been
paid to date. The Directors are actively engaged in ongoing di scussions wth
the vendors of Argen with a viewto reaching a final settlenent as to the amount
due and a nunber of letters have been exchanged in this regard. The |atest
indicates a willingness on the part of the vendors to accept a legally binding
deferred paynment schedul e conprising the issue of 2,200,000 Odinary Shares and
the paynent in cash of the sum of £524,485 plus accrued interest over a three
year period. The Conpany has proposed a four year schedule to resolve the

di spute but agreenent to this has yet to be received. The bal ance sheet at 31
March 2006 includes an appropriate provision for contingent consideration
However, the anount of any liability due remains a matter of dispute and has not
been agreed or determ ned

In the absence of a legally binding deferred paynent schedul e, any contingent
consideration that mght be due coul d be payable on demand. The directors will
not agree to any settlenment without first endeavouring to ensure that the
Conpany has the funds available to neet its obligations as they fall due. The
cash flow forecasts prepared by the directors assune a deferred paynent schedul e
inline with that proposed above but make no allowance for immediate repaynent
Additionally, in view of the uncertainty surrounding any anounts that m ght be
payabl e and, in turn, the timng of such paynents, the directors have not
entered into any negotiations to secure the additional financing that woul d be
required to fund inmedi ate repaynent.

As a consequence of the nmatters set out above, the Group may be unable to neet
its financial obligations as they fall due and may thus be unable to continue as
a going concern as a result of either or both of the follow ng circunstances

« with regard to the issue of Loan Stock, an event of default occurring such
that the subscriptions for the bal ance of £300,000 are not nade, or the
conti nui ng assunpti on noted above not being net.

e« with regard to the timng of deferred consideration paynents, the anount
of deferred consideration due being determined to be at the |evel currently
provided in the financial statenments, with a demand for the i mediate
paynent of this sum being enforced

The financial statenents do not include any adjustnents that would result from
the going concern basis of preparation being inappropriate

3. Ear ni ngs per share
Si x nont hs Si x nont hs
Year
ended ended
ended
31 March 2006 31 March
Sept enber
unaudi t ed 2005
2005
unaudi t ed
audi t ed
£' 000 £' 000
£' 000
Losses attributable to ordinary sharehol ders (726.7) (987.8)
(2,196.6)
Anortisation of goodwi || and inpairnent 98. 6 1,122.3
1,980.1
Adj usted (I osses)/earni ngs (628.1) 134.5

(216. 5)



Basi ¢ and dil uted wei ghted average nunber of 10, 156, 776 10, 156, 776
10, 156, 776
shares issued
4. Reconci liation of operating |oss to net cash inflow from operating
activities
Si x nont hs Si x nont hs Year
ended ended ended
31 March 31 March 30
Sept enber
2006 2005 2005
unaudi t ed unaudi t ed audi ted
£' 000 £' 000 £' 000
Group operating |oss (653.0) (1, 219. 2) (2,427.4)
Depr eci ati on 48. 8 56. 4 119.0
Loss on disposal of fixed assets 29.4 - 1.2
Anortisation of goodw Il and inpairnent 98. 6 1,122.3 1,980.1
Decrease in debtors 215.8 89. 6 195.4
Increase in creditors 401.0 76. 2 324.9
Net cash inflow 140.6 125.3 193.2
5. Reconciliation of net cash flow to novenent in net debt
Si x nmont hs Si x nmont hs Year
ended ended ended
31 March 31 March 30
Sept enber
2006 2005 2005
unaudi t ed unaudi t ed audi t ed
£k £k £k
Increase in cash in period 21.0 199.7 173.5
Cash flow fromchange in debt financing 44.3 130.7 47.5
Change in net debt resulting fromcash flows 65.3 330.4 221.0
New finance | eases (10.4) (46.1) (45.9)
Gt her non-cash novenents (4.0) (2.9) (7.2)
Net debt brought forward (1, 165.0) (1, 332.9) (1,332.9)
Net debt carried forward (1,114.1) (1, 051.5) (1, 165.0)
6. Reconciliation of net cash flow to novenent in net debt
Anal ysi s of net debt As at Cash Non cash As at
30 Septenber 2005 flow novenent s 31 March 2006
audi t ed unaudi t ed
£' 000 £' 000 £' 000 £' 000
Cash at bank and in hand 13.9 (12.0) - 1.9
Overdraft (311.2) 33.0 - (278.2)
Cash (297.3) 21.0 - (276. 3)
Debt due within one year (206. 6) 103. 3 (53.6) (156.9)
Debt due after one year (58.0) - 53.6 (4.4)
I nvoi ce discounting facilities (487.2) 7.7 - (479.5)
Fi nance | eases (37.3) 8.3 (10.4) (39.4)
O her | oans (78.6) (75.0) (4.0) (157.6)



Fi nanci ng (867.7) 44, 3 (14. 4) (837.8)

Tot al (1, 165. 0) 65. 3 (14. 4) (1,114.1)




