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CAPCON HOLDI NGS pl ¢

Final results for the year ended 30 Septenber 2006

Capcon Hol dings plc, the AIMIisted investigations and ri sk managenent conpany,
announces its audited consolidated results for the year ended 30 Septenber 2006.

Mai n points

. Busi ness now st abilised

. Loss- neki ng di vi si ons now di sposed of

. Overhead costs significantly reduced

. G oup now focused on core strengths

. Capcon a smaller, but potentially profitable business
. Prospects nuch inproved for the nediumterm

Ken Dul i eu, Chairnman, commented:

'The financial year ended 30 Septenber 2006 has been the npbst chall engi ng period
inthe Goup's history and the Board has been required to make several difficult
deci sions that were necessary to ensure the survival of the core business. Loss
meki ng servi ces have been di sposed of and overhead costs significantly reduced
in response to the down sizing of the business. Additionally, our Conmercial

I nvestigations division has been re-structured foll owi ng the departure of
certain senior nmanagers. The outcone of these major changes to the Group has
been to create a smaller, but potentially profitable business that is focused on
core strengths.'

' Havi ng di sposed of |oss nmeking activities, the Directors believe that, by
focusing on the core business that has a proven record of profitability and
continuing the program of reducing and controlling central costs, prospects are
much inproved for the Goup in the mediumterm'

Enquiries
Capcon Hol di ngs plc
Paul Jackson, Non executive Director 020 7417 0417

I nsi nger de Beaufort
Nandi ta Sahgal 020 7190 7000



Chai rman' s st at enent

Operational review

The financial year ended 30 Septenber 2006 has been the nost chall enging period
inthe Goup's history and the Board has been required to make several difficult
deci sions that were necessary to ensure the survival of the core business. Loss
maki ng services have been di sposed of and overhead costs significantly reduced
in response to the down sizing of the business. Additionally, our Conmercial

I nvestigations division has been re-structured foll owi ng the departure of
certain senior managers. The outcone of these major changes to the Group has
been to create a smaller, but potentially profitable business that is focused on
core strengths. This should enable the Directors to build future growth and
profitability on a sound and familiar platform

As reported with the Interimresults, the | oss making insurance services

provi ded by Capcon Vincent Sherman are now provi ded by ex enpl oyees under a

i cence from Capcon, so the Group has no future exposure to losses fromthis
division. Furthernore, the activities of Capcon Surveillance Bureau Linited

whi ch absorbed the surveillance activities of Capcon Vincent Shernman, has been
transferred to its nmanaging director who has left the Group and al so operates
under a licence from Capcon. This latter decision reflects further action taken
by the Board to ensure profitability is restored to the core Goup activities in
the short term Both |icencing arrangenents require the paynment of licence fees
to the Group on an ongoi ng basis.

During the year, a considerable ampunt of tine was spent by the Directors in an
effort to recruit a new Chief Executive Officer for the Goup. A potential
candidate for this role eventually enmerged who woul d have and brought with hima
menagerment and commerci al team capabl e of w nning significant new business as
well as attracting substantial funding fromhis backers. However, negotiations
were termnated after the financial year end, when conditions placed on the
appoi nt nent and ot her requirenents by the prospective candi date were considered
by the Board to be unacceptable and detrinental to sharehol ders' interests.

El sewhere, the Board has taken | egal advice regardi ng possible action relating
to the significant |loss of business follow ng the resignation of the nanagi ng
director of Capcon Argen and is currently considering its options. Mre

encour agi ngly, however, significant cost savings have been achieved as a result
of the restructuring process and the | evel of instructions currently being
recei ved gives confidence that recovery to nore acceptable |evels of business
may be achievable in the nediumterm

Fi nanci al overvi ew

Sales for the year to 30 Septenber 2006 were £5.25 mllion (2005: £6.93 nillion)
representing a 24.2%decrease on last year. In excess of half of the decrease on
| ast year was attributable to discontinued operations.

The Group generated a loss for the year, before interest, anortisation and
i mpai rment of goodwill, of £1.04 mllion (2005: £0.17 mllion). The |oss before
tax, anortisation and inpairnment was £1.23 mllion (2005: £0.30 mllion).

The basic |oss per share of 29.1p for the year conpares with 21.6p | oss per



share | ast year and, excluding anortisation and inpairment of goodwill, the |oss
per share was 11.9p conpared with 2.1p |l oss per share |ast year.

As a result of the continued underperformance of the G oup, and Capcon Argen
Limted in particular, the carrying value of the goodwi Il arising on the

acqui sition of Capcon Argen Limted has been reduced to nil value. This has
resulted in an additional charge to the profit and loss account of £1.55 mllion
in the year above the normal |evel of anortisation.

The Board has mai ntained a continual review of divisional and central overhead
costs throughout the year to ensure that the changes and, in particular, the
down sizing of the | oss neking insurance activities, will inprove the
profitability of the core business upon which, in the short term future growth
of the Group will be based.

There was a net cash outflow fromoperations of £0.11 mllion (2005: £0.19
mllion inflow) which was significantly less than the Goup |oss before tax,
anortisation and inpairnment, due mainly to a reduction in debtors as a result of
di sconti nui ng unprofitabl e operations. Bank borrow ngs were reduced in the year
by £0.35 million from£1.09 mllion to £0.74 mllion, although net debt
increased overall by £0.33 mllion. This was due, principally, to the issue of
£675, 000 unsecured | oan stock, as reported bel ow, exceeding the reduction in
bank borrow ngs.

Mai ntai ni ng controls and strengthening the cash position during this period of
maj or rationalisation and re-structuring is an ongoing priority. The Directors
will, accordingly, continue the policy of not recommendi ng the paynent of a
di vidend, as last year, for the time being.

Fundi ng

As referred to in the InterimReport, an Extraordinary General Meeting was held
on 29 March 2006 when 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 sharehol ders in order to strengthen the Group's financial
position. As the relevant resol utions proposed at the neeting were defeated, in
order to maintain the Group's financial stability, certain Directors and an

i ndependent shar ehol der subsequently subscribed at par for £675,000 newy
constituted, non-convertible, secured |oan stock carrying interest at a rate of
10%

The potential liability in respect of earn out paynents due to the vendors of
Argen Limted renains in dispute. There is a significant difference between the
anount consi dered payabl e by the vendors and the anmount that the Directors now
believe is due when taking full account of all aspects of Argen's perfornmance.
On going legal advice is being taken in order to resolve this dispute but there
remains an uncertainty with regard to the anount of the final settlenent.

Audi t & st ockt aki ng

Sales of £2.98 mllion were £0.32 nillion, or 9.8% lower than |ast year's
revenues neinly due to the | oss of business fromone client whose acquisition
resulted in our services being absorbed by the acquirer's existing in house
resource. Several new clients have been gained in the second half of the



financial year and, in particular, followi ng a successful trial period, a major
nati onal pub chain committed to a contract which, alone, is expected to replace
nuch of the |ost business

During the year, our IT departnment conpleted a najor update to the software used
by our clients to support their financial and operational controls. This was
followed by a major re-launch of this nore 'user friendly' product, which also

i nvol ved extensive re-training of our own field staff as well as our clients
staff. We have received a considerabl e anount of positive feed back from our
clients which has endorsed our commitment to invest internal IT resources in
areas that will secure existing relationships and provide sales opportunities in
the future by offering a service that is superior to that of our conpetitors

The devel opnent, inplenmentation and training in respect of the new software was
expensive and had a tenporary, but significant, negative inpact on direct |abour
costs especially in the second half of the financial year during the

i mpl erent ati on and training phase. In addition, the regional nmanagenent of this
di vi sion has been re-structured to provide a nore responsive service for our
clients, whilst focusing internally on future inproved controls over unit |abour
costs. These changes and their inplied increase in costs tenporarily reduced
gross margins in the financial year under review by approximtely 5% However
since the financial year end the benefits outlined above have al ready been
reflected in increased business and gross margi ns have now been restored to
historic |evels.

Commer ci al investigation services

Sales for the year for all investigation activities were £2.27 mllion conpared
with £3.62 mllion last year, a 37.3% decrease. However, approxinmately 24% of
this decrease can be attributed to the decision, made early in the financia
year, to withdraw fromthe | oss nmaking i nsurance investigation services provided
by Capcon Vincent Sherman. As reported in the Goup's InterimReport, these
services are now provi ded by a conpany incorporated by certain ex enpl oyees who
pay licence fees to Capcon

Gross nmargi ns achieved by Capcon Argen and the |eisure-based Capcon
I nvestigations division have been inproved by conparison with |ast year

Capcon Surveillance Bureau, which specialises in personal injury investigations
for the insurance sector, absorbed the surveillance business of Capcon Vincent
Sherman in March 2006. Since then, the division actively nmarketed its services
under the new branding and with a focus on building a reputation for the highest
quality service in this niche industry. Towards the end of the financial year
the Board reviewed this operation and concl uded that, despite its optimsmfor
the growth of the business in the long term it was unlikely to be profitable in
the short term Consequently, it was decided that the npbst appropriate plan for
devel oping this growi ng busi ness woul d be through a licensing arrangenent with
the divisional managi ng director and the business was transferred to himin

Sept enmber 2006 on terns requiring the paynent of licencing fees to Capcon

Commerci al investigation services (continued)

There have been a nunber of major changes to the management structure of Capcon
Argen in the second half of the financial year. The divisional managi ng

director, who joined the Conpany with Argen when it was acquired, resigned and
left the Conmpany in August 2006. Further, his deputy, who was expected to take



over the managenent of this division, resigned shortly after for famly reasons
During this period the negotiations with the potential candidate for the role of
G oup Chief Executive referred to above were taking place and it was the Board's
intention that the new general and project managenent team expected to join the
Goup with him would fill the void left within Capcon Argen as a result of
these departures. Wil st these nmanagenent changes did not ultimately take place
the opportunity was taken to change the managenment nodel for this division and
at the same time, elimnate the disproportionate cost base that was a feature of
the previ ous nanagenent structure

As reported at the half year, a review of Capcon Argen debtors has pronpted an
increase in the bad debt provision and this has been increased further at the
end of the financial year to make a total increase in the year of £123,000
creating a small operating loss for the year in this division. However, the
significant cost reductions and a newinitiative to market the services to a
broader client base has resulted in an inproved start to the new financial year

Current trading and prospects

The new financial year has started well for the Audit & Stocktaking division
which is achieving sales at the forecast |evel. Operating nargins have recovered
to the levels achieved consistently prior to 2005/ 06, which is the result of

i mproved direct cost control and full roll out and inplenentation of the new
software referred to earlier. New business gains have been achi eved and the
Board is confident that internal forecasts for this division will be achieved
this year.

Wth major structural changes to the Commercial Investigations division having
been conpl eted during 2005/06, this division has started the new financial year
well, albeit at a lower sales activity level. The | ower operating cost base
shoul d enable this division to return to profit in the short termand further
reductions in overhead costs will be achievable later in the new financial year

Havi ng di sposed of |loss making activities, the Directors believe that, by
focusing on the core business that has a proven record of profitability and
continuing the program of reducing and controlling central costs, prospects are
much inproved for the Goup in the nediumterm

K P Dulieu

Chai r man

30 March 2007

Capcon Hol di ngs plc

Consol i dated profit and | oss account for the year ended 30 Septenber 2006



Tot al
Not e
2005

£

Tur nover

Conti nued operations

5, 304, 888

Di sconti nued operations
1, 625, 759

Group turnover
6, 930, 647

Cost of sales
(4,031, 136)

G oss profit
2,899, 511

Admi ni strative expenses
(5, 326, 940)

Qperating |oss

Conti nued operations
(1,180, 099)

Di sconti nued operations
(1,247, 330)

G oup operating |oss
(2,427, 429)

Share of operating profit in associates
33,332

Total operating | oss before anortisation and
(414, 009)

i mpai rment of goodwi ||

Anortisation of goodwi |l and inpairnment
(1,980, 088)

Total operating |oss
(2,394, 097)

Profit on sale of associate
248, 012

Loss on ordinary activities
before interest and other incone

(2, 146, 085)

Interest receivable

301

Interest payable and similar charges
(131, 936)

Loss on ordi nary activities
before taxation
(2,277,720)

Taxation on loss fromordinary activities
81, 164

Loss on ordinary activities

Tot al

2006

4, 493, 804

757, 818

5, 251, 622

(3,261, 929)

1,989, 693

(4,773, 202)

(2,221, 971)

(561, 538)

(2, 783, 509)

(1,039, 558)

(1,743, 951)

(2, 783, 509)

(2,783, 509)

487

(191, 218)

(2,974, 240)

21,472



after taxation (2,952, 768)

(2, 196, 556)

Loss per share 2
Basi ¢

(21.6p)

Di | uted

(21.6p)

Capcon Hol di ngs plc

Consol i dat ed bal ance sheet at 30 Septenber 2006

2006 2006
2005

£

Fi xed assets

I ntangi bl e assets 1, 425, 264
Tangi bl e assets 119, 053

1, 544, 317
3, 438, 185
Current assets
Debt or s 1, 065, 600
Cash at bank and in hand 1,716

1, 067, 316
Creditors:
Amounts falling due within one year (3,246, 010)

Net current liabilities (2,178, 694)
(1, 361, 502)

Total assets less current liabilities (634, 377)
2,076, 683

Creditors

Amounts falling due after nore (642, 402)
(83, 056)

t han one year

Provision for liabilities and charges -
(21, 472)

(1,276, 779)
1,972, 155

Capital and reserves

Cal | ed up share capital 101, 568
101, 568

Share prem um account 2,774,094
2,774,094

Mer ger reserve 950, 000
950, 000

Profit and | oss account (5, 102, 441)
(2,149, 673)

(29. 1p)

(29.1p)

2005

3,169, 215
268, 970

1, 696, 088
13, 908

1,709, 996

(3,071, 498)



Shares to be issued
296, 166

Shar ehol ders' funds/ (deficit)
1,972, 155

Capcon Hol di ngs plc

(1,276, 779)

Consol i dated cash flow statenent for the year ended 30 Septenber 2006

2005
£

Net cash (outflow)/inflow from
193, 243
operating activities

Di vi dend recei ved from associ ate
118, 223

Returns on investnments and
servicing of finance
Interest received

Interest paid

Net cash outflow fromreturns on
i nvestment and servicing of finance
(124, 486)

Taxati on
Tax paid
(23, 711)

Capital expenditure and financial
i nvest ment

Purchase of tangible fixed assets
Sal e of tangible fixed assets

Net cash outflow from capital
expendi ture

and financial investnent

(77, 162)

Acqui sitions and disposal s
Pur chase of subsidiary undert aki ngs
Di sposal of investnent in associate

Net cash inflow from acquisitions
and di sposal s
134,871

Equi ty dividends paid

Cash (outflow)/inflow before financing

220,978

Fi nanci ng
| ssue of |oans

Not e 2006

£

487
(122, 262)

(47, 294)
18, 001

675, 000

2006

(107, 468)

(121, 775)

(3, 964)

(29, 293)

(262, 500)

2005

301
(124, 787)

(86, 022)
8, 860

(193, 599)
328, 470

170, 000



Costs incurred on issue of |oan stock (63, 463)

Repaynent of |oan (206, 581)

Movenent in invoice discounting (122, 623)

facilities

Capi tal elenment of finance |ease (5, 461)

paynent s

Cash inflow (outflow) from financing 276, 872
(47, 457)

Increase in cash in the year 14,372
173,521

Capcon Hol di ngs plc

Notes to the prelimnary announcenent for the year ended 30 Septenber 2006

1 Goi ng concern

Tim ng of deferred consideration paynents

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

Under the terns 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 tinme. The Directors had been
engaged in discussions and negotiations with the vendors of Argen with a viewto
reaching a final settlement as to the anpunt (if any) due but proceedings 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
noti ce has been served by the Conpany upon the vendors rescinding the agreenent
and cl aimng the repaynent of all anounts paid by the Conpany to the vendors to
date.

Wil st settlement of the clainms nade by the vendors is not in contenplation at
this tinme, any settlenent of the clains nade 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 nmeet its obligations as they fal

due. The cash flow forecasts prepared by the directors nake no all owance for any
such payment. Additionally, in view of the uncertainty surrounding any anounts
that mght 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

(205, 625)
3, 062

(14, 894)
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As a consequence of the natter set out above, the Conmpany nay be unable to neet

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

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

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

2 Earni ngs per share

Ear ni ngs per ordinary share have been cal cul ated using the wei ghted average
nunber of shares in issue during the relevant financial periods. The weighted
average nunber of equity shares in issue is 10,156,776 (2005 - 10, 156, 776) and
the earnings, being loss after tax, are £2,952,768 (2005 - £2, 196, 556)

The directors have al so presented adjusted earnings per share, as they believe
this gives a better indicator of underlying business perfornmance

2006
£

Reconci liation of earnings
Loss used for calcul ation of basic and (2,952, 768)
diluted EPS
Anortisation and i npai rnment of goodwill 1, 743, 951
Loss used for calcul ation of adjusted (1,208, 817)
basic and diluted EPS -
Reconci |l i ati on of denom nat or
Shares used for calcul ation of basic and 10, 156, 776
adj ust ed basi ¢ EPS
Exer ci se of options -
Shares to be issued -
Shares used in cal culation of diluted 10, 156, 776
and adjusted diluted EPS
Loss per share
Basi c (29. 1p)
Di | uted (29.1p)
Loss per share before anortisation and
i mpai rment of goodwi ||
Basi c (11.9p)
Di | uted (11.9p)
3 Reconciliation of operating profit to net cash inflow from operating

activities

2005
£

(2,196, 556)

1, 980, 088

(216, 468)

10, 156, 776

10, 156, 776

(21. 6p)

(21.6p)

(2.1p)
(2.1p)



2005
£

Operating | oss

(2,427, 429)

Anortisation and inpairment of goodw ||
1, 980, 088

Depr eci ati on

119, 038

Loss on disposal of fixed assets
1,161

Decrease in debtors

195, 409

Increase in creditors

324,976

Net cash inflow fromoperating activities
193, 243

4 Reconci liation of net cash inflow to novenent

2005

£
Increase in cash in the year
173,521

Cash flow fromchange in debt and | ease finance
47, 457

Change in net debt resulting fromcash flows
220, 978

New finance | eases

(45, 932)

O her non-cash novenents

(7, 149)

Movenent in net debt in the year
167, 897

Net debt at start of year
(1,332,912)

Net debt at end of year
(1,165, 015)

11

2006

(2, 783, 509)

1,743,951
124, 005
55, 205
630, 488

122,392

(107, 468)

2006
£

14, 372

(276, 872)

(262, 500)

(22, 464)

(284, 964)

(1, 165, 015)

(1, 449, 979)



12

5 The financial information set out in the announcenent does not
constitute the conpany's statutory accounts for the years ended 30 Septenber
2006 or 2005, but is derived fromthose accounts. Statutory accounts for 2005
have been delivered to the Registrar of Conpanies and those for 2006 will be
delivered in advance of the statutory filing deadline. The auditors have
reported on those accounts; their reports' were unqualified but did contain an
enphasi s of matter concerning the uncertainty as to the ability of the group to
continue as a going concern. The auditors reports did not contain statements
under s237(2) or (3) Conpanies Act 1985.

6 Printed copies of the Annual Report and Accounts for the year ended
30 Septenber 2006 have been distributed to sharehol ders together with the Notice
of Annual Ceneral Meeting.



