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CHAIRMAN’S STATEMENT

I am pleased to report improved results of SCOTTY Group SE for the year ended 31 December 2011.
During the year we converted the Company from a public limited company (plc) to a Societas Europaea (SE)
and restructured our share capital into shares denominated in Euros. We also obtained our shareholders’
approval to change the domicile of the Company from the UK to Austria, a change that was completed in
April 2012.
In view of the above changes, we have taken the decision to change our functional currency from pounds
sterling to Euros, the currency in which virtually all of our revenue and the majority of our costs are
denominated. Accordingly, these results are reported in Euros and the comparative figures for 2010 have
been converted into Euros at appropriate exchange rates.
Results
Revenue for the year ended 31 December 2011 was Euros 5,988,000, compared with Euros 5,734,000
(£4,921,000) for the year ended 31 December 2010.
Operating profit for the year before exceptional costs was Euros 349,000, compared with Euros 194,000
(£166,000) in the previous year. As required by International Financial Reporting Standards, development
costs were again capitalised this year. Had this not been the case, the Group would have made an operating
loss of Euros 16,000 this year, compared with an operating loss of Euros 331,000 (£244,000) in 2010.
The Group has recognised one-off exceptional charges this year, totalling Euros 558,000, in respect of
reorganisation changes agreed during the year. This amount consists of three elements:
•

costs connected with the change of company status and the change of domicile;

•	costs connected with the closure of the Group’s US operations centre in Atlanta and its relocation to
Florida;
•	the payment of a reverse premium in respect of the surrender of the Group’s lease of the Motion
Media Technology Centre in Bristol.
These changes are described in more detail later in this statement and in the Operating Review.
After charging these exceptional costs, the Group is reporting a pre-tax loss for the year of Euros 240,000,
compared with a pre-tax loss of Euros 2,812,000 (£2,414,000) in 2010.
After a net income tax credit of Euros 344,000 (2010: Euros 131,000 (£113,000)), the result after tax for
2011 was a profit of Euros 104,000, compared with a loss of Euros 2,681,000 (£2,301,000) in 2010.
Cash and cash equivalent balances amounted to Euros 686,000 at 31 December 2011, compared with
Euros 266,000 (£228,000) at 31 December 2010. Borrowings were reduced from Euros 392,000 (£336,000)
in 2010 to Euros 280,000 this year.
The directors are not recommending payment of a dividend at this stage in the Group’s development.
Review
Turnover in our second half-year showed an improvement of approximately 50 per cent on the first half, with
the result that turnover for the financial year ended 31 December 2011 was Euros 5.9 million. During the year
our Eurocopter CH-53PV system deliveries for 2011 were completed successfully as planned, generating
revenue of Euros 2.9 million, and the last deliveries from the Diamond contract for the Asian government
generated Euros 1.2 million. The remaining Euros 1.8 million turnover was derived from a variety of revenue
streams, but negotiations on some other larger projects have been taking longer than anticipated, with the
result that the year’s turnover was less than we had initially expected.
During the year our research and development team continued the strategy of developing our systems
for use in different aircraft types and the miniaturisation of our mobile equipment, in order to increase its
versatility and make it more suitable for the Unmanned Aerial Vehicle (UAV) market. We also achieved the
prestigious EN 9100 quality accreditation for aero-certified systems.
These activities are all described more fully in the Operating Review on pages 6 to 9.
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CHAIRMAN’S STATEMENT – CONTINUED

Board, management and staff
As I reported last year, Lord Trefgarne retired as your Chairman in April 2011 and I was appointed to succeed
him. There were no other changes in the composition of the Board during 2011.
In February 2012 Dr Hans Peter Sauerzopf was reappointed to the Board as a non-executive director. Dr
Sauerzopf was a director of the Company from 4 August 2004 to 31 December 2010. Against the background
of the transfer of the Company’s domicile from the UK to Austria, the appointment of Dr Sauerzopf has
strengthened the Board’s Austrian legal expertise.
Our staff numbers remained stable and our people well-motivated. The continuity of staff further cemented
the experience of our research and development team.
Corporate affairs
In addition to the changes to the Board outlined above, there have been some important corporate
developments during 2011 and the early months of 2012.
Shareholders will remember that at the Extraordinary General Meeting (EGM) on 5 April 2011 shareholders
voted to defeat a resolution to approve, in principle, the sale of the SCOTTY business to Invest Equity GmbH.
The Board then adopted the alternative strategy of converting SCOTTY Group plc to an SE and moving the
corporate seat to Austria, together with the possibility of seeking a listing on the Third Market of the Vienna
Stock Exchange in due course.
Formation of the SE was approved by shareholders at an EGM in September 2011, at which time a
restructuring of the share capital took place, culminating in the shares being re-denominated into shares
of one Euro each. The change of domicile was approved at a further EGM on 30 December 2011. Since
the year-end, the change of domicile has become effective on 17 April 2012, when SCOTTY Group SE’s
registered office was transferred to Eisenstadt, Austria.
The change of domicile to Austria meant that SCOTTY’s shares were no longer UK securities and
could therefore no longer be traded on the Alternative Investment Market (AIM) in their existing form.
Accordingly, trading in the Company’s shares was temporarily suspended on 17 April 2012. The shares
were then converted into CREST Depository Interests (CDI’s), which are dematerialised depository interests
representing entitlement to ordinary shares (and are also UK securities), and the CDI’s were re-admitted to
trading on AIM on 11 May 2012.
Outlook
In my statement last year I said that our priorities for 2011 were to consolidate our market position and
improve our profitability and working capital position. I believe we have made sound progress on each of
these objectives during the year under review, but there remains work to do.
Our well-established relationships with the German military, Eurocopter and Diamond Aircraft Industries have
been joined by additional revenue streams, derived from the widening range of applications and platforms
for our systems.
The year saw improvements in our profitability at gross margin level. The Group’s net profitability is set to
benefit from the cost reduction programme that took effect during 2011 and the early part of 2012, namely
the closure of our UK office and relocation of our US office, together with the lower cost base to be achieved
through the change of domicile.
Now that SCOTTY Group SE is domiciled in Austria, opportunities are also opening up for Austrian national
and regional government funding, both for developing and marketing new video platforms and products for
existing markets and for investigating new markets and applications. We are currently working on applications
for funding from both levels of government.

4

SCOTTY GROUP SE • Annual Report 2011

CHAIRMAN’S STATEMENT – CONTINUED

Our working capital position in 2011 was improved through the capital injection of £600,000 (Euros 700,000)
through a share placing in June. As foreseen in my statement last year, I subscribed £500,000 through my
investment company Dr Wustinger GmbH, and other members of senior management subscribed £100,000.
At our Annual General Meeting in June 2011 we obtained the approval of our shareholders for sufficient
headroom to allow a further capital increase of up to 50 per cent of our currently issued share capital.
The Board is currently considering potential plans for a capital increase through a share placing within this
authority, in order to strengthen our working capital following the significant expenditure on the change of
domicile and re-admission to AIM, also the surrender of the lease in Bristol (described below), and to fund
growth.
One important priority that we addressed during 2011 related to our head-lease of the Motion Media
Technology Centre in Bristol, which had a remaining term of some ten years to run, until March 2022. I am
pleased to report that after lengthy negotiations we concluded an agreement with the lessor to surrender the
lease for a payment of £150,000 (Euros 180,000). This transaction completed in February 2012, with the
result that we have no further liabilities in respect of the property.
Our next objective is to determine our strategy for a broader diversification for our revenue streams, to equip
us to take advantage of more market opportunities, whilst spreading our risks across a broader base of
applications in an uncertain market. In this context we are currently investigating several options and will
announce our conclusions in due course.
The date and location of the Annual General Meeting will be announced shortly. In the meantime I would
once again like to thank our shareholders for their continued support, and our employees for their dedication
and professionalism, during a challenging year.

Dr Ernst Wustinger
Chairman
27 June 2012
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OPERATING REVIEW

Cautionary statement
This Operating Review has been prepared solely to provide additional information to shareholders to assess
the Company’s strategies and the potential for those strategies to succeed.
The Operating Review contains certain forward-looking statements. These statements are made by the
directors in good faith based on the information available to them up to the time of their approval of this
report and such statements should be treated with caution due to the inherent uncertainties, including both
economic and business risk factors, underlying any such forward-looking information.
Results
Revenue for the year ended 31 December 2011 increased to Euros 5,988,000, compared with Euros
5,734,000 (£4,921,000) for the year ended 31 December 2010. The year was once again affected by projects
taking longer than anticipated to be turned into firm orders, but the improved revenue covered a wider range
of products and applications, described more fully in the review of the market, below.
Gross profit for the year improved in both volume and percentage terms, at Euros 3,508,000 and 58.6 per
cent for 2011, compared to Euros 3,148,000 (£2,702,000) and 54.9 per cent for the previous year.
Gross administration expenses amounted to Euros 3,901,000 for the year, compared with Euros 3,602,000
(£3,092,000) in 2010. The increase was influenced by a smaller charge for capitalised research and
development compared with the previous year, as described more fully below. Against this figure of gross
administration expenses must be offset the Group’s other income, which included rent and service charges
received from the Group’s sub-tenants of its leasehold property in Bristol. Other income totalled Euros
742,000 in 2011, compared with Euros 648,000 (£556,000) in the prior year.
Net administration expenses in the year were reduced by Euros 365,000 (2010: Euros 525,000 (£410,000)),
being the net figure of development costs capitalised in the year, less the amortisation charged to the
income statement in the year. The gross costs capitalised in the year were Euros 740,000 (2010: Euros
810,000 (£655,000)), against which amortisation of Euros 375,000 (2010: Euros 285,000 (£245,000)) has
been charged to the income statement in the period. This work is described more fully under research and
development, below.
On the back of higher turnover and improved margins, operating profit for the year, before exceptional
charges, improved from Euros 194,000 (£166,000) in 2010 to Euros 349,000 this year. The operating loss
before capitalisation of development costs and the associated amortisation was reduced, from Euros
331,000 (£244,000) in 2010 to Euros 16,000 this year.
The results include one-off charges of an exceptional nature this year, totalling Euros 558,000.This
compares with exceptional charges of Euros 2,985,000 (£2,561,000) last year (the major part of which was
an impairment charge of £2,500,000 in respect of the Group’s goodwill). This year’s exceptional charges
relate to three major topics, as follows:
•	Legal and professional costs of Euros 307,000 incurred in the UK and Austria, associated with the
change of company status to a Societas Europaea, the change of domicile from the UK to Austria and
the re-admission of the Company’s shares to AIM in CDI form,
•	Personnel costs and inventory write-offs totalling Euros 78,000, associated with the closure of the
Group’s US operations centre in Atlanta and its relocation to AirScan’s facility in Florida.
•	The payment of a reverse premium of Euros 180,000 (£150,000) in respect of the surrender of the
Group’s lease of the Motion Media Technology Centre in Bristol.
As a result of these charges, we are reporting a pre-tax loss of Euros 240,000 compared with a loss of
Euros 2,812,000 (£2,414,000) in 2010.
This year’s taxation credit to the income statement again largely reflects the recognition of a deferred tax
credit in respect of losses available for offset against profits arising in future years in Austria, as described
more fully under Taxation below. The result after tax for the year was a profit of Euros 104,000, compared
with a loss of Euros 2,681,000 (£2,301,000) in 2010.
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OPERATING REVIEW – CONTINUED

Review of the market
During 2011 the Group has broadened its offerings in the government, defence and aviation markets. We
are reporting revenue, improved on last year, in an increasingly diversified range of products and systems,
all linked to the Group’s expertise in encrypted satellite communications. However, operating conditions were
once again challenging, as projects have mainly taken longer than anticipated to become firm orders.
Eurocopter
2011 saw the continuation of deliveries under the serial roll-out of the PV programme for Eurocopter, a
product improvement programme for upgrading German Army CH53 helicopters. The order is worth
approximately Euros 8.4 million in total, for deliveries between 2009 and 2013, and revenue from this source
in 2011 was Euros 2.9 million.
The other ongoing contract with Eurocopter, awarded in 2009, is for key positioning and communication
equipment for Eurocopter’s Personnel Location System (PLS) for German Army helicopters. 2011 saw
delivery of a further six systems worth Euros 0.2 million.
Diamond Aircraft
The renewed interest in our aero-certified systems for the Diamond DA42 fixed-wing aircraft produced
revenue of some Euros 1.2 million in 2011, largely from the remaining deliveries of Beyond Line of Sight
(“BLOS”) and “Line of sight” communications equipment under our contract with Diamond for the Asian
government reported in 2010.
The suitability of the DA42 aircraft for surveillance operations with applications such as protection of countries’
borders, pipelines and fisheries means that, as in 2010, we have other projects awaiting conversion to firm
orders.
Other aero-certified business
SCOTTY was awarded a contract for the delivery of several satcom aero antenna sets through NATO
procurement, for installation on CH-53 helicopters used in NATO missions, as an add-on to the existing
CH‑53 installations that have been operating in mission environments since 2006. This contributed revenue
of Euros 0.3 million in 2011.
Following successful trials of our aero-certified systems on the Tecnam MMA aircraft in 2010, we already
have one airborne surveillance project for this aircraft in the advanced stages of negotiation.
In September 2011 SCOTTY Group Austria and HeliMedia Ltd announced the signing of a cooperation
agreement to jointly market beyond line-of-sight solutions for the UK Intelligence, Surveillance and
Reconnaissance (ISR) market. HeliMedia are specialists in delivering ISR equipment and consultancy to
help customers define operational requirements and deliver operational solutions.
During the year we started to develop a closer regime of co-operation with AirScan, a US company. Founded
in 1989, AirScan provides a full range of ISR services for government and private sector customers. Since
the year-end we have transferred our US centre of operations to AirScan’s facility in Florida, as described
more fully under Operations below, and a first demonstration AirScan aircraft has successfully completed
flight trials with SCOTTY aero-certified equipment on board.
Ground-based communications products
Maintenance and upgrades to systems sold to the German Army in prior years continue to produce a steady
revenue stream, generating revenue of Euros 0.8 million in the year, and tele-health and tele-engineering
applications for the German Navy produced a further Euros 0.3 million.
We announced in September 2011 the conclusion of a contract with a Western European army for the
development, delivery and integration of three vehicular video-satcom workstations in a new reconnaissance
vehicle. The prototype unit was delivered in 2011, producing turnover of Euros 0.3 million, and the contract
continues into 2012. This is the first project where the Company will provide its latest airborne technology
to be integrated into an armed vehicle for the purpose of its use in a “Combat Camera Team” scenario. The
system uses SCOTTY´s latest integrated video and satcom technology, together with new antenna and
modem technology from our strategic partner, Cobham SATCOM. The capable bandwidth performance of
the SCOTTY system significantly outperforms existing available commercial off-the-shelf “Satcom on the
Move” systems.
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OPERATING REVIEW – CONTINUED

The reconnaissance vehicle mentioned above is one example of a project incorporating the recent upgrades
to SCOTTY’s land-based communications units, with an emphasis on reducing size and weight, including
the ProMin unit which was launched in 2010 as described in last year’s report.
Research and development
2011 was another year of effective and innovative research and development, exploiting the fund of steadilyincreasing knowledge and experience in the Graz R&D team. The experience and continuity of the team
minimises the turnaround time needed to bring ideas and concepts to fruition; it means that we can rapidly
adapt the application of our technology to customers’ specific requirements, as well as maintaining a high
level of commonality between our systems for different platforms.
A major objective of the R&D programme has continued to be the adaptation of our BLOS technology for
use on other aircraft platforms and the miniaturisation of SCOTTY’s existing technology. Miniaturisation
increases the versatility of the Company’s mobile products and could be particularly applicable to the
growing UAV market.
During the year SCOTTY’s “store and forward” imagery feature became HD compatible. This means that
high definition quality snapshots and recorded video can be saved and transferred over satellite. Decision
makers are not only able to receive an overview of a situation through the live video transmission, they can
then request detailed imagery of specific details under surveillance.
Finally, the research centre in Graz successfully achieved the prestigious EN 9100 aero certification standard
in January 2011.
Operations
During the year the Group started a programme to reduce costs. This included the closure of the Group’s UK
office in Bracknell, the UK directors now working from home, and rationalisation of the North American office
in Atlanta. The Atlanta office has closed since the year-end, in May 2012, when the Group’s US operations
transferred to the AirScan C4ISR Center of Excellence on Space Coast Regional Airport, Titusville, Florida.
Mainly as a result of these measures, the Group’s average total headcount fell slightly, from 34 in 2010 to 31
this year, but research and development staff numbers remained constant.
Cash flow
In June 2011 a share placing (described in more detail under Financing below) raised £600,000 (Euros
700,000). After capital investment and financing, cash and cash equivalent balances increased to Euros
686,000 at 31 December 2011, compared with Euros 266,000 (£228,000) at 31 December 2010, and bank
borrowings fell from Euros 392,000 (£336,000) in 2010 to Euros 280,000 this year.
Capital expenditure
Total expenditure on property, plant and equipment during the year was Euros 174,000 compared with Euros
25,000 last year. In addition, gross investment in development costs during 2011, included in intangible
assets, amounted to Euros 740,000 (2010: Euros 810,000) as described above. This represents internal
time costs and expenses incurred in developing the SCOTTY core technology for sale in new markets and
on new aircraft platforms.
Treasury
The Group’s financial instruments comprise cash and liquid resources, and various items, such as trade
debtors and trade creditors that arise directly from its operations.
There were no derivative transactions during the period under review. Throughout the period it has been
the Group’s policy that no trading in financial instruments shall be undertaken. The majority of the Group’s
sales and expenses are denominated in Euros, through its subsidiary in Austria, and additionally there
have been some transactions in US dollars, through its subsidiary in the USA. Gains or losses arising
on foreign currency transactions are recognised in the income statement. In the period under review the
gain was Euros 50,000 (2010: Euros 73,000 (£63,000)). Foreign currency losses of Euros 129,000 (2010:
Euros 206,000 (£177,000)) arising on presentation of the financial statements of overseas subsidiaries in
Euros (2010: pounds sterling) for the purpose of the consolidated financial statements are recognised in
comprehensive income.
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OPERATING REVIEW – CONTINUED

During 2011 it has continued to be the Group’s policy not to enter into hedging transactions to mitigate
foreign currency fluctuations, but this policy continues to be reviewed periodically.
Taxation
The Group’s unutilised tax losses at 31 December 2011 include losses of some Euros 3.3 million arising in
Austria. When the Group was still domiciled in the UK, Austrian losses were available to offset up to 75 per
cent of taxable profits arising in Austria in any year. Since the change of domicile to Austria the proportion of
Austrian profits that can be offset by losses brought forward increases from 75 to 100 per cent, 2011 being
the first year’s profits that may be treated in this way.
Financing
Throughout the period under review the Group has financed its activities mainly from trading income and
continued tight control of working capital, together with a credit facility with an Austrian bank, augmented by
a share placing.
In June 2011 (before the capital restructuring) the Company issued 7,500,000 new ordinary shares of 5
pence each at a price of 8 pence per share, representing a premium of 78 per cent over the then midmarket price of the shares. The placing raised £600,000 (Euros 700,000), as described in the Chairman’s
Statement.
Current trading
We have a number of potential projects currently in the course of negotiation, mostly relating to our aerocertified BLOS systems for fixed wing aircraft. These negotiations have been progressing satisfactorily but
are continuing to take longer than expected. As a result, trading so far in 2012 has, for the most part, not
yet started to reflect the revenue from these contracts and has therefore fallen short of management’s
expectations. However, we expect a significant improvement in the second half-year based partly on the
current status of these contracts and partly on newly-emerging business.
Outlook
As demonstrated by the variety of the Group’s revenue described above, SCOTTY has spread its net more
widely during the year under review and has an increasingly diversified revenue base, though still linked by
the common thread of satellite-based audio, video and data communication.
Revenue from the Eurocopter PV project will continue to be a major contributor to 2012 and 2013, but
revenue from our offerings for fixed-wing aircraft is expected to contribute significantly. The timing of these
latter contracts remains difficult to predict, but, as mentioned in previous years, the equipment can be
supplied with a short turnaround time and can therefore contribute to revenue soon after the announcement
of an order.
In the arena of land and maritime projects, the development of the combat camera applications for
reconnaissance vehicles is an exciting new area for our expertise, while our business of maintaining and
upgrading land-based communications equipment for the German military continues to represent another
reliable source of revenue, which contributes towards smoothing our monthly revenue fluctuations.
The broadening of our range of products and solutions, combined with high barriers of entry for potential
competitors, means that we are well-positioned to respond to governments’ requirements for encrypted
satellite communications systems in defence and homeland security and related markets, through a variety
of airborne, land and maritime applications.
However, as outlined in the Chairman’s statement, we are currently looking to further broaden the diversity
of our product offerings and we are currently investigating several options in some detail.

Kurt Kerschat
Chief Executive Officer

Hugh Edmonds FCA
Finance Director

27 June 2012
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CORPORATE GOVERNANCE

As an AIM-listed company, SCOTTY Group SE is not covered by the Combined Code and accordingly is
not required to make specific disclosures regarding compliance. At this stage of the Group’s development it
is not in a position to comply with all of the provisions of the Combined Code; however, the Administrative
Board seeks to apply the principles of good governance and, in particular, some of the measures adopted
by the Board are set out below.
Administrative Board
Following the change of domicile from the United Kingdom, the Board of Directors has become the
Administrative Board, in accordance with Austria law. The directors bring a range of relevant expertise
and experience to the Board. Throughout the financial year under review the Board consisted of two
executive directors and three non-executive directors (two from April 2011). Since the year-end the Board
has re‑appointed a third non-executive and now comprises two executive and three non-executive directors;
this complies with the Austrian legal requirement for non-executives being in the majority on the Board.
The Board is responsible to the shareholders for the proper management of the Group. A statement of
the directors’ responsibilities in respect of the accounts is set out on page 17. All directors are able to take
independent professional advice in furtherance of their duties if necessary.
There are not less than ten formal Board meetings scheduled each year. Other meetings are held as
necessary. The Board has a formal schedule of reserved matters. Responsibilities of the Board include the
development of business strategy, approval of major business matters and policies, the review and approval
of the annual report, interim financial statement, operating budgets and the review of performance against
business objectives. To enable the Board to perform its duties, briefing papers, matters for decision and
minutes of previous meetings are distributed to all directors in advance of Board meetings.
Board Committees
Audit Committee
The Audit Committee consists of Bryan Smart (Chairman) and Dr Wustinger. The Chairman of the Committee
meets at least annually with a representative of the Company’s auditors. The Committee is responsible for
ensuring that arrangements for the independent audit of the annual report and financial statements are
appropriate and effective. The Committee also monitors the controls that are in force to ensure the integrity
of the information reported to shareholders.
Nomination Committee
During 2011 the Nomination Committee consisted of Bryan Smart, Kurt Kerschat, and, until his resignation
in April 2011, Lord Trefgarne. The Committee now consists of Dr Wustinger (Chairman), Bryan Smart and
Kurt Kerschat. The Committee is responsible for proposing candidates for appointment to the Board, having
regard to the balance and structure of the Board. In appropriate cases recruitment consultants are used to
assist in this process. All directors are subject to re-election at least every three years.
Remuneration Committee
The Committee consists of Dr Wustinger (Chairman) and Bryan Smart. The Committee decides, within
agreed terms of reference, on remuneration packages for executive directors and senior managers in order
to retain and motivate high quality individuals capable of achieving the Group’s objectives. It also consults
with the Board on issues relating to the remuneration for non-executive directors, but members of the
Committee abstain on decisions regarding their own remuneration.
AIM Committee
The AIM Committee has been formed in 2012 and consists of Bryan Smart and Hugh Edmonds, Finance
Director. Its purpose is to monitor the Group’s compliance with the AIM Rules for Companies.
Relations with shareholders
The Company is committed to maintaining good relations with its shareholders through the provision of
interim and annual reports, Regulatory News Service (RNS) press releases, through its web site www.
scottygroup.com and through meetings with shareholders in general meetings. There is regular dialogue
with institutional shareholders. Investor relations are the responsibility of Bryan Smart.
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CORPORATE GOVERNANCE – CONTINUED

Internal control
The Board is responsible for establishing and maintaining the Group’s system of internal control. Internal
control systems are designed to address the needs of the Group and the risks to which it is exposed. However,
such a system can only provide reasonable and not absolute assurance against material misstatement or
loss.
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REPORT ON DIRECTORS’ REMUNERATION

As an AIM listed company, SCOTTY Group SE is not required to prepare a directors’ remuneration report.
The following disclosures are prepared on a voluntary basis and are not subject to audit.
The Remuneration Committee is chaired by Dr Ernst Wustinger, and includes Bryan Smart, Non-executive
director. The committee decides, within agreed terms of reference, on remuneration packages for executive
directors and senior managers in order to retain and motivate high quality individuals capable of achieving
the Group’s objectives. The package consists of basic salary and benefits, and, where appropriate, share
options, performance related bonuses, medical benefits and/or pensions. The committee has access to
independent advice on competitive levels of compensation within the electronics sector.
The fees for the non-executive directors are determined by the Board in consultation with the Remuneration
Committee. Members of the Remuneration Committee are not involved in any discussions or decisions
about their own remuneration.
The non-executive Chairman and non-executive directors are currently entitled to three months notice by
either party. The Executive Directors are currently entitled to twelve months notice by either party.
Details of the remuneration paid to directors in the year under review are set out in note 4 to the financial
statements.
The remuneration report was approved by the Board of Directors and signed on its behalf by:

Hugh Edmonds FCA
Finance Director
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DIRECTORS’ PROFILES

EXECUTIVE DIRECTORS
Kurt Kerschat – Chief Executive Officer (aged 49)
Mr Kerschat is a co-founder of SCOTTY and Chief Executive Officer of its worldwide operations. He also
acts as the key account manager for German and Austrian military forces. Prior to founding SCOTTY he
worked at the Joanneum Research Institute on the Multipoint Videoconference System for the European
Space Agency and designed and implemented the videoconference networks for the AUSTROMIR 91, MIR
92, Euromir 94 and Euromir 95 missions. He is a graduate of the Technical University of Graz, Austria,
where he read Electrical Engineering.
Hugh Edmonds, FCA – Finance Director (aged 63)
Mr Edmonds was appointed Company Secretary of SCOTTY Group plc in April 2005 and became Finance
Director in August 2005. He qualified as a Chartered Accountant in the United Kingdom with Peat, Marwick,
Mitchell (now KPMG), following which he spent ten years in financial management roles with Schlumberger,
the oilfield services and electronics multinational. Since then he has held senior financial management
positions with UK technology companies including eight years as Finance Director and Company Secretary
of Advanced Power Components plc, a company listed on the Alternative Investment Market. He is a
graduate of the University of Bristol, where he read French, Economics and Commercial Law.
NON-EXECUTIVE DIRECTORS
Dr Ernst Wustinger – Non-executive Chairman (aged 58)
Dr Wustinger joined the Board of SCOTTY in February 2007 and became Chairman in April 2011. He studied
Law in Vienna, obtaining a doctorate in 1979. Between 1980 and 1991 he worked for the Styrian Economic
Cluster and was also a partner of a marketing agency. From 1991 to 1997 he worked as restructuring
manager at Stoelzle Oberglas and Schladminger Brauerei GmbH. He started as Chief Financial Officer
with Pankl Racing Systems GmbH and acquired a stake in this company. In 1998 the company was listed
on EASDAQ and in 1999 on the Frankfurt Stock Exchange. In February 2003 he became Chief Executive
Officer of Pankl Racing Systems. He sold his interest in the company and resigned from his position as Chief
Executive Officer at the end of January 2007.
Bryan Smart, FCA – Non-executive Director (aged 60)
Mr Smart joined the Board of SCOTTY in December 2006. His career started with Deloitte & Touche, where
he qualified as a Chartered Accountant. In 1981 he joined Daimler Chrysler UK Ltd to establish an internal
audit function. He then progressed through financial management roles with this £3 billion company, finally
becoming Chief Financial Officer in 1996, a post he held until he left the company in September 2006.
He is a Non-executive Director of Greka Drilling Limited, an AIM listed company which provides drilling
services for the extraction of coal bed methane in China, Finance Director of Tradelinens Limited, a private
company which supplies the 5 star hotel industry, a Trustee Director of Mercedes Benz pension fund, and
also a Trustee Director of the charity Brooklands Museum Trust.
Dr Hans Peter Sauerzopf – Non-executive Director (aged 51)
Dr Sauerzopf was the chairman of SCOTTY’s supervisory board prior to the merger with Motion Media plc.
Since 2003 he has been a partner of Sauerzopf and Partner attorneys at law and prior to that he was a
partner of Hopmeier, Sauerzopf and Partner attorneys at law. In 1993 Dr Sauerzopf entered the Chamber
of Lawyers list in Austria. He is a law faculty graduate from the University of Vienna and was promoted to
Doctor of Law in 1986.
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DIRECTORS’ REPORT

The directors present their annual report and the audited consolidated financial statements of SCOTTY
Group SE for the year ended 31 December 2011. These financial statements have been prepared under
International Financial Reporting Standards as adopted by the EU (IFRS).
Principal activity
The principal activity for the Group during the period continued to be the design and development of video
telecommunications equipment and systems.
The principal activity of the Company continued to be to act as a holding company for the Group, with
operating subsidiaries in Austria, the United Kingdom and the United States of America.
During 2011 the Company was converted from a United Kingdom public limited company (plc) to a Societas
Europaea (SE) and since the year-end, on 17 April 2012, it has changed its domicile and registered office
from the United Kingdom to Austria.
Results and dividends
The Group’s profit for the year on ordinary activities after taxation was Euros 104,000, compared with a loss
of Euros 2,681,000 in 2010.
The directors do not recommend the payment of a dividend (2010: Euros nil) at this stage in the Company’s
development.
Research and development
Costs of research and development undertaken in the period amounted to Euros 1,002,000 (2010: Euros
1,059,000). Of this amount, development costs of Euros 740,000 (2010: Euros 810,000) were capitalised
in the period as required by IAS 38,” Intangible assets”, and amortisation of Euros 375,000 (2010: Euros
285,000) was then charged to the income statement in the period.
Disabled employees
The Group gives full consideration to applications for employment from disabled persons where the
requirements of the job can be adequately fulfilled by a disabled person. Disabled employees, and
employees who may become disabled during employment, are provided with training and such assistance
as is necessary to allow them to develop their careers with the Group.
Employee involvement
The Group operates a policy of providing employees with information concerning the performance of the
business. Various initiatives are in place to ensure all Group employees are kept informed of developments
within the business and are actively encouraged to present their suggestions and views on the Group’s
performance. As SCOTTY Group SE is a small group, employees have ready day-to-day access to its
executive directors to discuss technical and business issues.
Environmental policy
The Group recognises its obligation to stakeholders and the environment to be responsible for environmental
issues. The Group’s environmental policy document sets out its obligations to ensure its employees are
trained and provided with the necessary facilities to protect the environmental impact of their employment.
This includes the use of video teleconferencing to minimise the necessity for travel and its adverse impact on
the environment. In addition, the Group’s products are designed to minimise environmental damage during
manufacture, use and disposal.
The Group affirms that it does not permit the use of chlorofluorocarbons and ozone depleting substances in
the manufacture of its products. This requirement is a condition of the selection of primary subcontractors,
and is monitored by the internal audit conducted by the Group’s Quality Department.
Policy on payment of creditors
The Group policy on payment to suppliers is that balances owing are paid according to the terms and
conditions agreed with each supplier, providing that all trading terms and conditions have been complied
with. This policy is not based on any specific code or standard payment practice.
The annualised number of days purchases included within trade creditors of the Group at the period-end
was 53 days (2010: 53 days).
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DIRECTORS’ REPORT – CONTINUED

Principal risks and uncertainty
The directors have assessed the level of risk within the business. Working capital management and good
purchaser and customer relations are essential to the future well being of the Group. The directors believe
that the current controls and processes within the business are adequate to achieve this position.
The main risks arising from the Group’s financial instruments are exchange rate risk and liquidity risk. The
main risks arising from the Group’s business are current market conditions, contract execution and customer
concentration. The Board reviews and agrees the policies for managing each of these risks and they are
summarised below.
Exchange rate risk
The Group’s operations are principally conducted in Austria with cash flows in Euros, thereby restricting the
exposure to exchange rate fluctuations arising on translation. During 2011 the decision was taken to change
the presentation of the Group’s financial statements from pounds sterling to Euros, thus reducing the impact
of exchange movements between the Euro and pound sterling.
The Group does not believe the risks associated with transactions by Euro and pound sterling functional
entities in US dollars, and by the US entity in Euros or pounds sterling, to be sufficiently significant to warrant
the undertaking of hedging activities, but this policy remains under review.
Liquidity risk
The Group’s policy throughout the period has been that committed facilities are maintained at levels to
ensure all planned requirements are met. Detailed cash flow forecasts are prepared and reviewed and
approved by the Board on a regular basis.
Current market conditions
Whilst the current market conditions are affecting business in all global markets, the Group is confident that
the strategic sectors of national security and defence are more resilient. The Group is, from time to time,
impacted by the risk of delayed contracts, however the directors mitigate this risk by building their best
estimates of timing of revenue into monthly forecasts and reviewing the forecasts regularly.
Contract execution
The Group enters into contracts that often require execution over extended periods of time. The Group
has a demonstrable track record of delivering on time and assesses its operational management on their
successful execution.
Customer concentration
Historically the Group has relied on a small number of large customers, notably Eurocopter, Diamond Aircraft
and the German Army. Whilst these customers formed the significant part of the Group’s sales revenue in
2011, the range of products and services, and the end uses of the equipment sold, continue to expand.
Directors
The current membership of the Board is set out on page 2. The directors who served during the period and
to date were as follows:
Executive directors
K Kerschat
H F Edmonds, FCA
Non-executive directors
Dr E Wustinger
F B Smart FCA
Dr H P Sauerzopf (resigned 31 December 2010 and reappointed 10 February 2012)
Rt Hon Lord Trefgarne PC (resigned 5 April 2011)
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DIRECTORS’ REPORT – CONTINUED

Substantial shareholdings
The Company is aware of the following beneficial holdings of 3 per cent or more of the ordinary share capital
as at 25 June 2012:
Dr Ernst Wustinger : 223,021 shares (23.0 per cent).
Christopher Woodgate : 35,274 shares (3.6 per cent).
Auditors
During the year Deloitte LLP resigned as auditors and the Board appointed PwC Burgenland. A resolution to
reappoint PwC Burgenland will be proposed at the forthcoming Annual General Meeting.
Annual General Meeting
The date and location of the Annual General Meeting of the Company will be announced in due course. The
text of all of the proposed Resolutions will be set out in the Notice of Annual General Meeting.
By Order of the Board
Hugh Edmonds FCA
Finance Director
27 June 2012

16

SCOTTY GROUP SE • Annual Report 2011

DIRECTORS’ RESPONSIBILITIES

The directors are responsible for preparing the Annual Report and the financial statements in accordance
with applicable law and regulations.
Austrian company law requires the directors to prepare financial statements for each financial year. The
directors are required by the IAS Regulation to prepare the Group’s financial statements under IFRSs
(IFRSs) as adopted by the European Union and have also elected to prepare the parent company financial
statements in accordance with IFRSs as adopted by the European Union. The financial statements are also
required by law to be properly prepared in accordance with Article 4 of the IAS Regulation.
International Accounting Standard 1 requires that financial statements present fairly for each financial
year the company’s financial position, financial performance and cash flows. This requires the faithful
representation of the effects of transactions, other events and conditions in accordance with the definitions
and recognition criteria for assets, liabilities, income and expenses set out in the International Accounting
Standards Board’s ‘Framework for the preparation and presentation of financial statements’. In virtually
all circumstances, a fair presentation will be achieved by compliance with all applicable IFRSs. However,
directors are also required to:
•

properly select and apply accounting policies;

•	present information, including accounting policies, in a manner that provides relevant, reliable,
comparable and understandable information; and
•	provide additional disclosures when compliance with the specific requirements in IFRSs are insufficient
to enable users to understand the impact of particular transactions, other events and conditions on the
entity’s financial position and financial performance.
The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy
at any time the financial position of the company and enable them to ensure that the financial statements
comply with Austrian company law. They are also responsible for safeguarding the assets of the company
and hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.
The directors are responsible for the maintenance and integrity of the corporate and financial information
included on the company’s website. Legislation in Austria governing the preparation and dissemination of
financial statements may differ from legislation in other jurisdictions.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF SCOTTY GROUP SE

Report on the Consolidated Financial Statements
We have audited the accompanying consolidated financial statements of Scotty Group SE, Eisenstadt,
for the fiscal year from January 1 to December 31, 2011, which comprise the consolidated balance sheet
as of December 31, 2011, the separate consolidated income statement, the consolidated statement of
comprehensive income, the consolidated cash flow statement and the consolidated statement of changes
in equity for the fiscal year ended December 31, 2011, and a summary of significant accounting policies
and other explanatory notes. As provided under Section 275 (2) UGB (liability provision regarding the audit
of financial statements of small and medium-sized companies), our responsibility and liability towards the
Company and any third parties arising from the audit are limited to a total of EUR 2 million.
Management’s Responsibility for the Consolidated Financial Statements
The Company’s management is responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with International Financial Reporting Standards (IFRS) as adopted
by the EU. This responsibility includes: designing, implementing and maintaining internal control relevant
to the preparation and fair presentation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies; and
making accounting estimates that are reasonable in the circumstances.
Auditor’s Responsibility
Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing (ISA) issued by the International
Auditing and Assurance Standards Board (IAASB) of the International Federation of Accountants (IFAC).
Those standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance whether the consolidated financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor’s judgment, including
the assessment of the risks of material misstatement of the consolidated financial statements, whether due
to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the
Group’s preparation and fair presentation of the consolidated financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Group’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as well
as evaluating the overall presentation of the consolidated financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.
Opinion
In our opinion, the consolidated financial statements give a true and fair view of the financial position of the
Scotty Group SE as of December 31, 2011 and its financial performance and its cash flows for the year then
ended in accordance with International Financial Reporting Standards (IFRS) as adopted by the EU.
Eisenstadt, June 27, 2012
PwC Burgenland Wirtschaftsprüfung
und Steuerberatung GmbH
signed:
Mag. Karl Hofbauer
Austrian Certified Public Accountant
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CONSOLIDATED INCOME STATEMENT
for the year ended 31 December 2011

			

Year

Year

			

ended

ended

			 31 December 31 December
			
		
Revenue

Note

2011

2010

Euros 000

Euros 000

5,988

5,734

(2,480)

(2,586)

3,508

3,148

		

58.6%

54.9%

Administration expenses		

(3,901)

(3,602)

2

Cost of sales		
			
Gross profit

Other operating income
3
			

742

648

Operating profit		

349

194

Other gains and losses

5

Finance income

6

(558)

(2,984)

1

1

Finance expense
6
			

(32)

(23)

Loss before tax		

(240)

(2,812)

Income tax credit
7
			

344

Profit/(loss) for the period		
			

104

(2,681)

A0.11

(A2.77)

Earnings/(loss) per share (basic and diluted)

8

131

The above results all relate to continuing operations.

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
for the year ended 31 December 2011
			

Year

Year

			

ended

ended

			 31 December 31 December
			

2011

2010

			

Euros 000

Euros 000

Profit/(loss) for the period		

104

Exchange differences on translation of foreign operations		
			

(129)

(206)

Total comprehensive income for the period		
			

(25)

(2,887)

(2,681)
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CONSOLIDATED BALANCE SHEET
at 31 December 2011

			

At

2011

2010

Note

Euros 000

Euros 000

9

4,085

4,085

		
		

At

31 December 31 December

		

Non-current assets
Goodwill

9

1,866

1,515

Property, plant and equipment

10

256

187

Investments

Other intangible assets

11

225

225

Deferred tax assets
17
			

358

–

		
			

6,790

6,012

Current assets
Inventories

12

593

819

Trade and other receivables

13

930

2,495

Cash and cash equivalents		
			

686

266

		
			

2,209

3,580

Total assets		
			

8,999

9,592

14

(1,559)

(2,404)

Current tax liabilities

15

(140)

(563)

Obligations under finance leases

19

(37)

(28)

Borrowings
16
			

(280)

(392)

			
			

(2,016)

(3,387)

Current liabilities
Trade and other payables

Net current assets		
			

193

193

Non-current liabilities
Deferred tax liabilities

17

Long-term provisions

–

(17)

18

(127)

(108)

Obligations under finance leases
19
			

(64)

(10)

			
			

(191)

(135)

Total liabilities		
			

(2,207)

(3,522)

Net assets		
			

6,792

6,070

20

970

11,230

Share premium account		

–

41,542

Capital redemption reserve		

–

203

Share option valuation reserve		

111

111

Capital and reserves
Called up share capital

154

Retained earnings
			

5,557

(47,016)

Total shareholders’ funds		
			

6,792

6,070

20

Capital reduction special reserve		
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CONSOLIDATED CASH FLOW STATEMENT
for the year ended 31 December 2011

			

Year

Year

			

ended

ended

			 31 December 31 December
			

2011

2010

			

Euros 000

Euros 000

Cash flow from operating activities
Net cash from operations		

(44)

157

Interest paid

(31)

(22)

Income tax paid		
			

(12)

(6)

Net cash from operating activities		
			

(87)

Purchase of property, plant and equipment		

(174)

Proceeds on disposal of property, plant and equipment		
			

–

129
(9)
100

Net cash used in investing activities		
			

(174)

91

Proceeds of new share issue		

700

–

Share capital restructuring		

47

–

Other financing cash flows (net)		
			

63

(54)

Net cash used in financing activities		
			

810

(54)

Net increase in cash and cash equivalents		

549

166

Cash and cash equivalents at start of period		

266

306

Effect of foreign exchange rate changes		
			

(129)

(206)

Cash and cash equivalents at end of period		
			

686

266

			

Year

Year

			

ended

ended

			 31 December 31 December
			

2011

2010

			

Euros 000

Euros 000

Reconciliation of loss for the period
to net cash from operating activities
Loss before interest and tax

(209)

Additions to intangible assets

(761)

Goodwill impairment charge		

–

(2,790)
(773)
2,918

Amortisation of intangible assets		

410

318

Depreciation of property, plant and equipment		

105

116

Loss on disposal of property, plant and equipment		

–

7

Decrease in inventories		

226

11

Decrease/(increase) in trade and other receivables		

1,565

(Decrease)/increase in trade and other payables		

(1,268)

1,156

(Decrease)/increase in borrowings		
			

(112)

64

Net cash from operating activities		
			

(44)

157

(870)
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

				
Share		
Capital
Called up
Share
Capital
option		 reduction
share
premium redemption
valuation
Retained
Special
capital
account
reserve
reserve
earnings
Reserve
Total
Euros 000 Euros 000 Euros 000 Euros 000 Euros 000 Euros 000 Euros 000
Group
At 1 January 2010

8,957

11,230

41,542

203

111

(44,129)

–

Exchange losses

–

–

–

–

(206)

–

(206)

Profit for the year

–

–

–

–

(2,681)

–

(2,681)

Total comprehensive income

–

–

–

–

(2,887)

–

(2,887)

11,230

41,542

203

111

(47,016)

Exchange losses

–

–

–

–

(129)

–

(129)

Profit for the year

–

–

–

–

104

–

104

Total comprehensive income

–

–

–

–

(25)

–

(25)

700

–

–

–

–

–

700

–

52,598

154

47

111

5,557

154

6,792

At 31 December 2010

Proceeds of share issue

6,070

Share capital reduction
and reorganisation
At 31 December 2011

22

(10,960)
970
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(41,542)
–

(203)
–

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2011

1.

ACCOUNTING POLICIES

General Information
SCOTTY Group plc was incorporated as a public limited company in the United Kingdom under the
Companies Act. During 2011 the Company was converted to a Societas Europaea (SE) and its name
changed to SCOTTY Group SE.
At an Extraordinary General Meeting on 30 December 2011 shareholders passed a resolution approving the
transfer of the Company’s domicile and registered office from the United Kingdom to Austria and the transfer
became effective on 17 April 2012. The registered number of the Company is FN 377850m and the address
of its registered office is:
Robert Graf Platz 1/WE 02-04, A-7000 Eisenstadt, Austria.
The Group’s principal activities are the design and development of video telecommunications equipment
and systems. The Company’s shares are listed on the Alternative Investment Market (AIM) in London.
Up until 2010 the Group presented its financial statements in pounds sterling. For 2011 onwards the financial
statements are presented in Euros (rounded to the nearest thousand) and the comparative figures for 2010
have been converted at appropriate exchange rates. Foreign operations are included in accordance with the
policies set out below.
The financial statements of the Group were approved by the Directors on 27 June 2012 and were signed on
its behalf by Kurt Kerschat, Chief Executive Officer, and Hugh Edmonds, Finance Director.
Basis of accounting
The financial statements have been prepared for the Group in accordance with International Financial
Reporting Standards (IFRSs). The financial statements have also been prepared in accordance with IFRSs
adopted by the European Union and therefore the Group financial statements comply with Article 4 if the
EU IAS Regulation.
The financial statements have been prepared using the accruals basis of accounting (except for cash flow
information) and on the historical cost basis. Historical cost is generally based on the fair value of the
consideration given in the exchange of assets. The principal accounting policies adopted are set out below.
Basis of consolidation
The consolidated financial statements incorporate the financial statements of the Company and entities
controlled by the Company (its subsidiaries) made up to 31 December each year. Control is achieved where
the Company has the power to govern the financial and operating policies of an investee entity so as to
obtain benefits from its activities. All intra-group transactions, balances, income and expenses are eliminated
on consolidation. Acquisitions are accounted for under the acquisition method.
Going concern
The directors have, at the time of approving the financial statements, a reasonable expectation that the
Company and the Group have adequate resources to continue in operational existence for the foreseeable
future. Thus they continue to adopt the going concern basis of accounting in preparing the financial
statements.
Revenue
Revenue is measured at the fair value of the consideration received or receivable and represents amounts
receivable for goods and services provided in the normal course of business, net of discounts, VAT and
other sales-related taxes. Revenue on sales of technology products is recognised on either despatch or
delivery of the goods in question, dependent upon the terms and conditions of sale.
Operating profit
Operating profit is stated before other gains and losses and interest receivable and payable.
Intangible assets – goodwill
Goodwill arising on consolidation represents the excess of the costs of acquisition over the Group’s interest
in the fair value of the identifiable assets and liabilities of a subsidiary at the date of acquisition.
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NOTES TO THE FINANCIAL STATEMENTS – CONTINUED

1.

ACCOUNTING POLICIES – CONTINUED

Goodwill is recognised as an asset with an indefinite life and is reviewed for impairment at least annually. Any
impairment is recognised immediately in the income statement and is not subsequently reversed.
On disposal of a subsidiary, the attributable amount of goodwill is included in the determination of profit or
loss on disposal.
Goodwill arising on acquisitions before the date of transition to IFRS has been retained at the previous UK
GAAP amounts subject to being tested for impairment at that date. On transition to IFRS, the Group elected
to treat goodwill related to previous acquisitions as an asset of the acquirer as permitted under IFRS 1 “Firsttime adoption of IFRS”.
Intangible assets – licences
Licences relating to Intellectual Property Rights are amortised on a straight-line basis over the expected
future product sales to which the Intellectual Property Rights relates, with a maximum life of ten years
Internally-generated intangible assets – research and development expenditure
An internally-generated intangible asset arising from the Group’s product development is recognised only if
all of the following conditions are met:
•

An asset is created that can be identified (such as software and new processes);

•

It is probable that the asset created will generate future economic benefits; and

•

The development cost of the asset can be measured reliably.

Internally-generated intangible assets are amortised in proportion to the revenue generated by the asset or,
where the asset relates to more than one project, on a straight-line basis over the useful life, with a maximum
of four years. Where no internally-generated intangible asset can be recognised, development expenditure
is recognised as an expense in the period in which it is incurred.
Investments
Investments held as fixed assets are stated at cost less provision for impairment.
Property, plant and equipment
Fixtures and equipment are stated at cost, net of accumulated depreciation and any provision for impairment.
Depreciation is provided on all tangible fixed assets, at rates calculated to write off the cost, less estimated
residual value, of each asset on a straight-line basis over its expected useful life commencing upon the
satisfactory completion of installation such that assets are ready for their intended use, as follows:
Fixtures, fittings, tools and equipment 			

25% on cost

Depreciation is included in the line “Administration expenses” in the Consolidated Income Statement and in
Note 10 to the financial statements. The depreciation charge for 2011 amounted to Euros 105,000.
Impairment of tangible and intangible assets
At each balance sheet date, the Group reviews the carrying amounts of its tangible and intangible assets
to determine whether there is any indication that those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the asset is estimated to determine the extent of the
impairment loss (if any). Where the asset does not generate cash flows that are independent from other
assets, the Group estimates the recoverable amount of the cash-generated unit to which the asset belongs.
An intangible asset with an indefinite useful life is tested for impairment at least annually and whenever there
is an indication that the asset may be impaired.
Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in
use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that
reflects current market assessments of time value of money and the risks specific to the asset for which the
estimate of future cash flows have not been adjusted.
If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount. An
impairment loss is recognised immediately in profit or loss, unless the relevant asset is carried at a revalued
amount, in which case the impairment loss is treated as a revaluation decrease.
24
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NOTES TO THE FINANCIAL STATEMENTS – CONTINUED

1.

ACCOUNTING POLICIES – CONTINUED

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating
unit) is increased to the revised estimate of its recoverable amount, but so that the increased carrying
amount does not exceed the carrying amount that would have been determined had no impairment loss
been recognised for the asset (or cash-generating unit) in prior years. A reversal of an impairment loss is
recognised immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in which
case the reversal of the impairment loss is treated as a revaluation increase.
Amortisation is included in the line “Administration expenses” in the Consolidated Income Statement and in
Note 9 to the financial statements. The amortisation charge for 2011 amounted to Euros 410,000.
Inventory
Inventories are stated at the lower of cost and net realisable value. Cost includes materials, direct labour
and an attributable proportion of manufacturing overheads based on normal levels of activity. Net realisable
value is based on the estimated selling price, less further costs expected to be incurred to completion and
disposal. Provision is made for obsolete, slow moving or defective items where appropriate.
Financial assets
Investments are recognised and derecognised on trade date where the purchase or sale of an investment
is under a contract whose terms require delivery of the investment within the timeframe established by the
market concerned, and are initially measured at fair value net of transaction cost except for those financial
assets classified as fair value through profit or loss, which are initially measured at fair value. All Group
financial assets are classified as loans and receivables.
Loans and receivables
Trade receivables, loans and other receivables that have fixed or determinable payments that are not
quoted in an active market are classified as “loans and receivables”. Loans and receivables are measured
at amortised cost using the effective interest method less impairment. Interest is recognised by applying the
effective interest rate, except for short term receivables when the recognition of interest would be immaterial.
Impairment of financial assets
Financial assets are assessed for indicators of impairment at each balance sheet date. Financial assets
are impaired where there is objective evidence that, as a result of one or more events that occurred after
the initial recognition of the financial asset, the estimated future cash flows of the investment have been
impacted. For loans and receivables the amount of the impairment is the difference between the assets’
carrying amount and the present value of estimated future cash flows, discounted at the original effective
interest rate.
Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and demand deposits, and other short term highly liquid
investments that are readily convertible to a known amount of cash and are subject to an insignificant risk
of changes in value.
Financial liabilities
All of the Group’s financial liabilities are classified as other financial liabilities. Financial liabilities, including
borrowings, are initially measured at fair value, net of transaction costs.
Other financial liabilities are subsequently measured at amortised cost using the effective interest method,
with interest expense recognised on an effective yield basis.
The effective interest method is a method of calculating the amortised cost of a financial liability and of
allocating interest expense over the relevant period. The effective interest rate is the rate that exactly discounts
estimated future cash payments through the expected life of the financial liability, or, where appropriate, a
shorter period, to the net carrying amount on initial recognition.
Borrowing Costs
General and specific borrowing costs directly attributable to the acquisition, construction or production of
qualifying assets, which are assets that necessarily take a substantial period of time to get ready for their
intended use or sale, are added to the costs of those assets, until such time as the assets are substantially
ready for their intended use or sale.
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1.

ACCOUNTING POLICIES – CONTINUED

Investment income earned on the temporary investment of specific borrowings, pending their expenditure on
qualifying assets, is deducted from the borrowing costs eligible for capitalisation.
All other borrowing costs are recognised in profit or loss in the period in which they are incurred.
Taxation
Current taxation, including Austrian corporation tax and foreign company taxes, is provided at amounts
expected to be paid (or recovered) using the tax rates and laws that have been enacted, or substantively
enacted, by the balance sheet date.
Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts
of assets and liabilities in the financial statements and the corresponding tax bases used in the computation
of taxable profit, and is accounted for using the balance sheet liability method. Deferred tax liabilities are
generally recognised for all taxable temporary differences and deferred tax assets are recognised to the
extent that it is probable that taxable profits will be available against which deductible temporary differences
can be utilised. Such assets and liabilities are not recognised if the temporary differences arise from the
initial recognition of goodwill or from the initial recognition of other assets and liabilities in a transaction that
affects neither taxable profit nor the accounting profit.
The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the
asset to be recovered.
Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled
or the asset is realised. Deferred tax is charged or credited in the income statement, except when it relates
to items charged or credited directly to equity, in which case the deferred tax is also dealt with in equity.
Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax
against current tax liabilities and when they relate to income taxes levied by the same taxation authority and
the Group intends to settle its current tax assets and liabilities on a net basis.
A deferred tax asset of Euros 725,000 has been recognised in the financial statements in respect of trading
losses to be utilised in future years, based on management’s estimate of profits arising in the two years
ending 31 December 2013.
Foreign exchange
The individual financial statements of each group company are presented in the currency of the primary
economic environment in which it operates (its functional currency). For the purpose of the consolidated
financial statements, the results and financial position of each group company are expressed in Euros,
which is the functional currency of the Company, and the presentational currency for the consolidated
financial statements.
In preparing the financial statements of the individual companies, transactions in currencies other than
their entity’s functional currency (foreign currencies) are recorded at the rates of exchange prevailing
on the dates of the transactions. At each balance sheet date, monetary assets and liabilities that are
denominated in foreign currencies are retranslated at the rates prevailing on the balance sheet date. Nonmonetary items carried at fair value that are denominated in foreign currencies are translated at the rates
prevailing at the date when fair value was determined. Non-monetary items that are measured in terms of
historical cost in a foreign currency are not retranslated.
For the purpose of presenting consolidated financial statements, the assets and liabilities of the Group’s
foreign operations are translated at exchange rates prevailing on the balance sheet date. Income
and expense items are translated at the average exchange rates for the period, unless exchange rate
fluctuations significantly during that period, in which case the exchange rates at the date of transaction are
used. Exchange differences arising, if any, are classified as equity and recognised in retained earnings.
Such translation differences are recognised as income or expense in the period in which the operation is
disposed of.
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1.

ACCOUNTING POLICIES – CONTINUED

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets and
liabilities of the foreign entity and translated at the closing rate. The Group has elected to treat goodwill and
fair value adjustments arising on acquisitions before the date of transition to IFRS as sterling-denominated
assets and liabilities.
Leases
Group as lessee
Assets held under finance leases or hire purchase contracts are capitalised at their fair value on the inception
of the leases and depreciated over the shorter of the period of the lease and the estimated useful economic
lives of the assets. The finance charges are allocated over the period of the lease in proportion to the capital
amount outstanding and are charged to the income statement.
Operating lease rentals are charged to the income statement in equal annual amounts over the lease term.
Amounts due to the Group under sub-leases are credited to the income statement in equal annual amounts
over the lease term.
Group as lessor
Rental income from operating leases is recognised on a straight-line basis over the term of the relevant
lease. Initial direct costs incurred in negotiating and arranging an operating lease are added to the carrying
amount of the leased asset and recognised on a straight-line basis over the lease term.
Pension costs
The Group operates a defined contribution pension scheme. The assets of the scheme are held separately
from those of the Group. Contributions are charged to the income statement as they fall due.
Share issue costs
Costs related to the issue of new shares are charged to the share premium account.
Share options
In accordance with the transitional provisions, IFRS2 “Share-based payments” has been applied to all grants
of equity instruments after 7 November 2002 that were unvested at January 2005.The Group issues equitysettled share-based payments to certain directors and employees in the form of share options over shares
in the Parent Company. Equity-settled share-based payments are measured at fair value at the date of
grant, calculated using an independent valuation model (Black Scholes), taking into account the terms and
conditions upon which the options were granted. The fair value is expensed on a straight-line basis over the
vesting period, based on the Group’s estimate of shares that will eventually vest.
Critical accounting judgements and key sources of estimation uncertainty
The preparation of financial statements in conformity with IFRS requires management to make judgements,
estimates and assumptions that affect the application of policies and reported amounts of assets and
liabilities, income and expenses. The nature of the Group’s business is such that there can be unpredictable
variation and uncertainty regarding its business. The estimates and associated assumptions are based on
historical experience and various other factors that are believed to be reasonable under the circumstances,
the results of which form the basis of making the judgements about carrying value of assets and liabilities
that are not readily apparent from other sources. Actual results may differ from these estimates. The key
sources of estimation that have a significant impact on the carrying value of assets and liabilities are
discussed below.
Impairment of Goodwill
Determining whether goodwill is impaired requires an estimation of the value in use of the cash-generating
units to which goodwill has been allocated. The value in use calculation requires the entity to estimate the
future cash flows expected to arise from the cash-generating unit and a suitable discount rate in order to
calculate present value. The timing of future cash flows arising from sales contracts is difficult to predict with
accuracy. The carrying amount of goodwill at the balance sheet date was £3.5 million after recognition of an
impairment charge of £2.5 million in 2010. Details of the impairment review are as set out in note 9.
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1.

ACCOUNTING POLICIES – CONTINUED

Recoverability of development costs
Assessing the recoverability of development costs requires an estimation of the future cash flows expected
to be generated by the asset. During the year management considered the recoverability of its capitalised
development costs. which are included in the balance sheet at Euros 1,845,000 net of amortisation to date.
The projects continue to progress in a very satisfactory manner, and management’s best estimates of the
anticipated revenues from the projects continue to support recognition.
Recoverability of deferred tax assets
Both the UK and Austrian entities have significant unrecognised deferred tax losses. An estimate of future
taxable profits is required in order to assess the deferred tax losses which will be utilised in the foreseeable
future. Management consider that it is appropriate to recognise an amount equal to the tax losses that will
be offset in the two years to 31 December 2013.
New Standards and Interpretations
The following standards and interpretations to existing standards have been published and endorsed by the
EU but are not mandatory for the year ended 31 December 2011 and have not been applied by the Group
in the period.
•

IFRS 9 “Financial Instruments”

•

Improvements to IFRSs 2010 (May 2010)

The adoption of IFRS 9, which the Group plans to adopt for the year beginning 1 January 2013, may impact
both the measurement and disclosures of financial instruments.
The directors do not expect that the adoption of the other standards and interpretations in future periods will
have a material impact on the financial statements of the Group.
Additionally the following new standards and interpretations have been adopted in the current year but have
not impacted the reported results or the financial position of the Group:
IAS 1 “Presentation of Items of Other Comprehensive Income (OCI)”

•

IAS 12 “Income Taxes”

•

IAS 19 “Employee benefits”

•

IAS 24 (amended) “Related Party Disclosures”

•

IAS 32 (amended) “Classification of Rights Issues”

•

IFRIC 14 (amended) “Prepayments of a Minimum Funding Requirement”

•

IFRIC 19 “Extinguishing Financial Liabilities with Equity Instruments”

•

IFRIC 20 “Stripping Costs in the Production Phase of a Surface Mine”

•

IFRS 10 “Consolidated Financial Statements”

•

IFRS 11 “Joint arrangements”

•

IFRS 12 “DIsclosure of Interests in Other Entities”

•

IFRS 13 “Fair Value Measurement”

•

Improvements to IFRSs 2009 (April 2009)
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2.

Segment information

All of the Group’s revenue in the financial period derives from sales of video, audio and data communications
equipment.
Business segments
The Group considers that all of its activities comprise one business segment, the design, development
and manufacture of video, audio and data communications equipment. Information reported to the Chief
Executive Officer for the purposes of resource allocation and assessment of performance is focussed on
this business segment.
Revenue

Loss before tax

Year

		
		

Net assets

Year

Year

Year		

ended

ended

ended

ended

At

At

31 December

31 December

31 December

31 December

31 December

31 December

2011

2010

2011

2010

2011

2010

Euros 000

Euros 000

Euros 000

Euros 000

Euros 000

Euros 000

Europe		

5,978

5,699

(7)

(2,633)

6,524

5,818

(233)

(179)

168

252

–

–

6,692

6,070

		
Geographical analysis by origin

North America		

10

35

Rest of World		
		

–

–

		
		

5,988

5,734

–

–

(240)

(2,812)

			

Year

Year

			

ended

ended

31 December

31 December

2011

2010

Euros 000

Euros 000

Europe		

5,932

5,551

North America		

15

42

Rest of World		
			

41

141

			
			

5,988

5,734

			
Geographical analysis of revenue by destination

Other income statement disclosures
Depreciation & amortisation

Goodwill impairment

Other exceptional costs

Income tax credit

Year

Year

Year

Year

Year

Year

Year

Year

ended

ended

ended

ended

ended

ended

ended

ended

31 December 31 December 31 December 31 December 31 December 31 December 31 December 31 December
2011

2010

2011

2010

2011

2010

2011

2010

Euros 000

Euros 000

Euros 000

Euros 000

Euros 000

Euros 000

Euros 000

Euros 000

344

131

(480)

(71)

North America

–

–

–

–

(78)

–

–

–

Rest of World

–

–

–

–

–

–

–

–

344

131

Europe

(515)

(515)

(433)

(433)

–

–

(2,913)

(2,913)

(558)

(71)
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3.

Other operating income

			

Year

Year

			

ended

ended

			

31 December

31 December

			

2011

2010

			

Euros 000

Euros 000

Rent and service charges receivable		

621

629

Other income		
			

121

19

			
			

742

648

4.

STAFF COSTS

The average number of persons employed by the Group (including directors) during the period was as
follows:
			

Year

Year

			

ended

ended

			

31 December

31 December

			

2011

2010

			

Number

Number

Research and development		

10

10

Production and operations		

9

10

Sales and marketing		

6

7

Finance and administration		
			

6

7

			
			

31

34

The aggregate payroll costs of these persons (including directors) were as follows:
			

Year

Year

			

ended

ended

			

31 December

31 December

			

2011

2010

			

Euros 000

Euros 000

Wages and salaries		

2,046

2,025

Social security costs		

407

406

Other defined contribution pension costs		
			

–

–

			
			

2,453

2,431
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4.
STAFF COSTS – CONTINUED
Directors’ emoluments

Total emoluments

						

Year

Year

						

ended

ended

Benefits 31 December 31 December

					
			

Salary

Fees

in kind

2011

2010

Executive directors			

Euros 000

Euros 000

Euros 000

Euros 000

Euros 000

K Kerschat			

170

–

8

178

195

H F Edmonds			

104

–

9

113

114

Non-executive directors
E Wustinger			

–

21

–

21

21

F B Smart			

–

29

–

29

29

Rt Hon Lord Trefgarne PC (resigned 5 April 2011)		

–

17

–

17

52

H P Sauerzopf (resigned 31 December 2010)					

–

45

358

456

			
			

			
5.

274

67

17

Other gains and losses

			

Year

Year

			

ended

ended

			

31 December

31 December

			

2011

2010

			

Euros 000

Euros 000

Costs of change of domicile to Austria		

307

–

US office closure costs		

78

–

Surrender of long-term lease		

173

–

Goodwill impairment charge		

–

2,913

Abortive sale costs		
			

–

71

			
			

558

2,984

6.

Finance income and expense

			

Year

Year

			

ended

ended

			

31 December

31 December

			

2011

2010

			

Euros 000

Euros 000

1

1

(26)

(19)

Interest payable on leases		
			

(6)

(5)

			
			

(32)

(24)

Finance income
Bank interest receivable		
			
Finance expense
Bank interest payable
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7.

Taxation

			

Year

Year

			

ended

ended

			

31 December

31 December

			

2011

2010

			

Euros 000

Euros 000

(a) Analysis of tax credit on ordinary activities
Current tax:
Corporation tax		
			

(31)

(10)

Total current tax charge
			

(31)

(10)

Current period credit		

375

(205)

Prior period credit		

–

21

Adjustment in respect of estimated recoverable amounts		
			

–

325

Total deferred tax credit (note 17)		
			

375

141

Tax credit on profit on ordinary activities (note 7b)		
			

344

131

Deferred tax:
Decrease in deferred tax provision:

Following the change of the Company’s domicile from the United Kingdom to Austria, which was approved
by the Company’s shareholders on 30 December 2011, the Austrian corporation tax rate of 25 per cent has
been used for the 2011 figures in this note. The United Kingdom corporation tax rate of 28 per cent for 2010
has been used for the comparative figures.
Taxable profits arise in Austria for the period under review, which can be partially offset against accumulated
tax losses. The extent of this offset is limited to 75 per cent of taxable profits in any one year, resulting in a
current corporation tax provision of Euros 31,000 this year (2010: Euros 10,000).
Subject to agreement with the appropriate tax authorities, the result for the current period has created a loss
for tax purposes in other jurisdictions, which can be carried forward to offset against taxable profits arising
in those jurisdictions in future years.
The unprovided deferred tax asset at 31 December 2011 is Euros 7,700,000 (2010: Euros 8,000,000).
A deferred tax asset of Euros 725,000 (2010: Euros 402,000) in respect of these losses has been recognised
in these financial statements.
(b) Factors affecting tax charge in period
The tax credit for the period is lower than the standard rate of applicable corporation tax. As explained
above, the standard rate of tax has been taken as the Austrian rate of 25 per cent for 2011 and the United
Kingdom rate of 28 per cent for the comparative figures.
There are no other matters affecting the tax charge in future periods.
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7.

Taxation – CONTINUED

			

Year

Year

			

ended

ended

			

31 December

31 December

			

2011

2010

			

Euros 000

Euros 000

Loss on ordinary activities before tax
			

(240)

(2,812)

Tax thereon at 25 per cent (2010: 28 per cent)		

(60)

(787)

Effects of:
Expenses non deductible for tax purposes/(increase in deductible)		

(90)

15

Goodwill impairment charge		

–

817

Prior year adjustments in respect of release of Austrian deferred tax provisions.
Research and development tax credits		
Effect of different tax rates		

1

–

(25)

(21)

3

(30)

Adjustment in respect of estimated recoverable amounts		

(415)

(327)

Loss carried forward - deferred tax asset not recognised		
			

242

202

Tax credit on loss on ordinary activities (note 7a)		
			

(344)

(131)

8.

Earnings per share

The calculation of basic earnings/(loss) per share is based on the profit/(loss) after taxation for the period
and the weighted average number of shares in issue during the period.
None of the share options give rise to a dilution in the earnings per share due to the current level of the
Company’s share price. As a result, the basic and diluted earnings per share are the same.
The profit/(loss) for the period and the weighted average number of shares used in the calculations are set
out below:
			

Year

Year

			

ended

ended

			

31 December

31 December

			

2011

2010

			

Euros 000

Euros 000

Profit/(loss) attributable to ordinary shareholders		

104

			

No.

No.

Weighted average number of shares		

969,640

969,640

Earnings/(loss) per share

A0.11

(2,681)

(A2.77)

For comparison purposes, the number of shares and earnings per share for 2010 have been adjusted to
reflect the share capital reorganisation in 2011.
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9.

Intangible fixed assets

						
				

Development		

Total other

Total

Intangible

intangible

			

Goodwill

costs

Licences

assets

assets

			

Euros 000

Euros 000

Euros 000

Euros 000

Euros 000

Cost
As at 1 January 2010			

11,441

1,090

502

1,592

13,033

Additions			

–

810

9

819

819

Disposals			

–

–

(372)

(372)

			

(372)

As at 31 December 2010			

11,441

1,900

139

2,039

13,480

Additions			

–

740

21

761

761

Disposals			

–

–

–

–

–

As at 31 December 2011			

11,441

2,640

160

2,800

14,241

As at 1 January 2010			

4,438

135

281

416

4,854

33

318

3,236

(210)

(210)

			
			
Aggregate amortisation/impairment

Charge for period			

2,918

285

Disposals			

–

–

			

(210)

As at 31 December 2010			

7,356

420

104

524

7,880

Charge for year			

–

375

35

410

410

Disposals			

–

–

–

–

–

As at 31 December 2011			

7,356

795

139

934

8,290

As at 31 December 2010			

4,085

1,480

35

1,515

5,600

As at 31 December 2011			

4,085

1,845

21

1,866

5,951

			
			
Net book value

			
			

On transition to IFRS, the Group elected to treat goodwill related to previous acquisitions as an asset of the
acquirer as permitted under IFRS 1 “First-time adoption of IFRS”. The Group has a single reporting segment
and cash generating unit (“CGU”).
The recoverable amount of the CGU is determined on a value in use basis. The key assumptions for the
value in use calculations are those regarding discount rate and revenue growth rates.
Management estimates discount rates using pre-tax rates that reflect current market assessments of the
time value of money and the risks specific to the Group. Management have determined that a rate of 10%
(2010: 13%) is appropriate.
Revenue growth rates are based on monthly forecasts prepared on a “bottom-up” basis for 2012 and 2013
and on a higher-level forecast based on anticipated orders for 2014 and 2015. A terminal value has been
calculated based on 2015 revenues with a prudent estimate of 0% growth.
Based on the “bottom-up” approach, the growth rate for 2012 is calculated to be 28% as the Group moves
from the research and development phase to the exploitation of the development projects and realisation of
the expected sales revenue. This transition is expected to be realised more significantly in 2013, 2014 and
2015 but for the purposes of this valuation the growth rates have conservatively been limited to an average
of 20%.
Management has conducted sensitivity analysis on the impairment test, which has justified the existing
goodwill valuation of £3,500,000 (Euros 4,085,000). If significant further delays were to occur, there would
be potential for further impairment.
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10.

Property, plant and equipment

				

Fixtures,

				

fittings

				

tools and

				

equipment

				

Euros 000

Cost
As at 1 January 2010			
Additions			

3,719
25

Disposals			
				

(1,097)

As at 31 December 2010			

2,647

Additions			

174

Disposals			
				

(138)

As at 31 December 2011			
				

2,683

Depreciation
As at 1 January 2010			

3,435

Charge for period			

116

Disposals			
				

(1,091)

As at 31 December 2010			

2,460

Charge for year			

105

Disposals			
				

(138)

As at 31 December 2011			
				

2,427

Net book value
As at 31 December 2010			
				

187

As at 31 December 2011			
				

256

Included within property, plant and equipment are assets held under finance leases with a net book value of
Euros 105,000 (2010: Euros 31,000).

11. Investments
				
				
As at 1 January 2010, 31 December 2010, and 31 December 2011			

Trade
investment
£000

Cost				

299

Provision for impairment			
				

(74)

Net book value			
				

225

The Company’s trade investment consists of a holding of 12.5 per cent of the equity share capital of Aupix
Limited, an unlisted company registered in England.
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11.

Investments – CONTINUED

The Company had the following subsidiary undertakings, excluding dormant companies, at 31 December
2011:
		

Country of

			

incorporation

			

or principal

Proportion

			

place of

directly

Subsidiary undertaking		

business

held

SCOTTY Group Austria GmbH		

Austria

100%

SCOTTY Group Europe Ltd		

England & Wales

100%

SCOTTY Satcom Technologies Inc (formerly SCOTTY		

USA

100%

Tele-Transport Corporation of the Americas, Inc).
The nature of business of all the subsidiary undertakings is the design and installation of video, audio and
data telecommunications equipment.

12.

Inventories

			

At

At

			

31 December

31 December

			

2011

2010

			

Euros 000

Euros 000

Raw materials		

355

471

Work in progress		

135

156

Finished goods		
			

103

192

			
			

593

819

There is no material difference between the value of inventory included in the balance sheet and its
replacement cost.

13.

Trade and other receivables

			
		

At

At

31 December

31 December

			

2011

2010

			

Euros 000

Euros 000

Trade accounts receivable		

580

2,297

VAT recoverable		

171

–

Other debtors		

145

161

Prepayments and accrued income		
			

34

37

		
			

930

2,495
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13.

Trade and other receivables – CONTINUED

The Group is exposed to credit risk with respect to trade receivables due from its customers. The majority
of the Group’s customers are government or quasi-government organisations or major well-established
corporations in the defence and aerospace industries.
The average credit period on sales of goods is 44 days (2010: 54 days). Interest is charged on overdue
balances in accordance with the terms of the relevant contract.
Trade receivables overdue between 60 and 120 days are provided for based on estimated irrecoverable
amounts from the sale of goods, determined by reference to past default experience. The Board has reviewed
the payment record of the Group’s current major customers, which has been sound, and concluded that no
provision for doubtful debts was required at 31 December 2011 (2010: Euros nil).
Included in the Group’s trade receivable balance is a debtor with a carrying amount of Euros 129,000 (2010:
debtors of Euros 72,000) which is past due at the reporting date, for which the Group has not provided
as there has not been a significant change in credit quality and the Group believes that the amount is
considered recoverable. The Group does not hold any collateral over these balances. The average age of
this receivable is 365 days (2010: 120 days).
Included in the Group’s trade receivables balance are four debtors of Euros 505,000 (2010: three debtors
of Euros 2,155,000,) which make up 87% (2010: 94%) of the balance. There are no other customers who
represented more than 5% of the trade receivables balance.

14.

Trade and other payables

			

At

At

			

31 December

31 December

			

2011

2010

			

Euros 000

Euros 000

Trade accounts payable		

811

1,621

Other creditors		

178

355

Accruals and deferred income		
			

570

428

		
			

1,559

2,404

Trade creditors and accruals principally comprise amounts outstanding for trade purchases and ongoing
costs. The average credit period taken for trade purchases was 53 days in the financial period (2010: 53
days). The Group expects that these payables will be settled within similar periods. Most suppliers do not
charge interest on outstanding balances.
The directors consider that the carrying amount of trade payables approximates to their fair value.

15.

Current tax liabilities

			

At

At

			

31 December

31 December

			

2011

2010

			

Euros 000

Euros 000

Taxes on income		

28

9

Other taxes and social security		
			

112

554

			
			

140

563
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16.

Borrowings

			

At

At

			

31 December

31 December

			

2011

2010

			

Euros 000

Euros 000

Bank overdraft		
			

280

392

			

The bank overdraft is repayable on demand and is secured against the export receivables in the Austrian
subsidiary. Interest on the overdraft facility was applied at a fixed rate of 2.3%.

17.

Deferred tax

			

At

At

			

31 December

31 December

2011

2010

Euros 000

Euros 000

Accelerated tax depreciation		

322

180

			

The Group’s deferred tax (assets)/liabilities arise as follows:
Tax losses		

(725)

(327)

Other timing differences		
			

45

164

		
			

(358)

17

The movement on the deferred tax provision is as follows:
			

Euros 000

Deferred tax provision at 1 January 2011		

17

Credited to the income statement in the period		
			

(375)

Deferred tax asset at 31 December 2011		
			

(358)

18.

Long-term provisions

			

At

At

			

31 December

31 December

			

2011

2010

Provision for severance payments required under Austrian law		

Euros 000

Euros 000

Opening balance		

108

125

Movement in period		
			

19

(17)

Closing balance		
			

127

108

The provision relates to severance payments required by Austrian law in respect of its Austrian subsidiary.
The subsidiary is obliged to make a severance payment to any employee who leaves the company, unless
that employee joined the company from 2003 onwards. The provision is adjusted each year to reflect the
potential total severance liabilities. The directors do not expect to utilise the provision in the near to mid-term.
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19.

Lease arrangements

			

At

At

			

31 December

31 December

			

2011

2010

The Group as lessee		

Euros 000

Euros 000

Within one year		

37

28

in the second to fifth years inclusive		
			

64

10

			
			

101

38

Finance leases are repayable as follows:

It is the Group’s policy to lease certain of its fixtures and equipment under finance leases. The average lease
term is 3 years. For the period ended 31 December 2011, the average effective borrowing rate was 4.5%
(2010: 4.5%). All leases are on a fixed repayment basis and no arrangements have been entered into for
contingent rental payments. At 31 December 2011 future finance costs under these contracts amounted to
approximately Euros 4,000 (2010: Euros 2,000).
The fair value of the Group’s lease obligations is approximately equal to their carrying amount. The Group’s
obligations under finance leases are secured by the lessors’ rights over the leased assets.
The Group as lessor
Property rental income in the year was Euros 621,000 (2010: Euros 629,000).
At the balance sheet date, the Group had contracted with tenants for the following future minimum lease
payments.
			

At

At

			

31 December

31 December

			

2011

2010

		

Euros 000

Euros 000

Within one year		

155

629

in the second to fifth years inclusive		
			

–

157

			
			

155

786

The above relates to income from the Group’s sub-lease of its former offices in Bristol. Since the year-end,
in February 2012, the Group has completed a surrender of the corresponding head-lease, together with this
sub-lease, with the result that it has no further contracted lease income.

20.

Share capital

			

At

At

			

31 December

31 December

			

2011

2010

		

Euros 000

Euros 000

20,212,937 ordinary shares of 5p		

–

1,122

20,212,937 deferred shares of 45p		
			

–

10,108

			
			

–

11,230

970

–

At 31 December 2010 (see note below)

At 31 December 2011 (see note below)
969,640 ordinary shares of 1 Euro each		
			

SCOTTY GROUP SE • Annual Report 2011

39

NOTES TO THE FINANCIAL STATEMENTS – CONTINUED

20.

Share capital – CONTINUED

During 2010 and 2011 the Company’s share capital was restructured, and in 2011 it was also re‑denominated
in Euros, as set out below.
2010
As at 1 January 2010 the Company’s shares were denominated in pounds sterling and there were 20,212,937
ordinary shares of 50p in issue.
At the Annual General Meeting on 18 May 2010, shareholders approved a subdivision of each ordinary
share of 50p into one new ordinary share of 5p and one deferred share of 45p. As a result of the subdivision
there were then in issue 20,212,937 new ordinary shares of 5p and 20,212,937 deferred shares of 45p. The
deferred shares had no voting rights or entitlement to dividends.
2011
On 16 June 2011 the Company issued a further 7,500,000 ordinary shares of 5p at a price of 8p each, as a
result of which there were then 27.712.937 ordinary shares of 5p in issue.
At the Annual General Meeting on 28 June 2011 shareholders approved a reduction of the share capital and
this reduction was approved by the court. on 20 July 2011. As a result of the reduction of capital, the nominal
value of the shares was reduced from 5p to 0.1p and the deferred shares were cancelled.
At an Extraordinary General Meeting on 27 September 2011 shareholders approved the conversion of the
Company into a Societas Europaea and the conversion of the Company’s share capital into ordinary shares
of 1 Euro each, by means of the following steps:
–	A bonus issue on the basis of 30 ordinary shares of 0.1p for each one share held,
–	The redenomination of each of the ordinary shares of 0.1p into ordinary shraes of Euros 0.0011277,
converted at 1.1277, the spot exchange rate prevailing at 30 August 2011.
–	A reduction in the nominal value of the shares of Euros 0.0011277 into shares of Euros 0.0011267327
(“Interim Ordinary Shares”).
–	the consolidation of each 886 Interim Ordinary Shares into one new ordinary share of 1 Euro.
As a result of this conversion there were in issue 969,640 shares of 1 Euro each as at 31 December 2011
and the date of this report.

21.

Share options

In past years the Company has granted share options to certain directors and employees of the Group.
Options have various vesting periods and are exercisable at various fixed pre-determined prices that are
equal to, or greater than, the average quoted market price on the date of grant. If the options remain
unexercised after a given period from the date of grant the options expire. Options are normally forfeited if
the employee leaves the Group before the options vest.
The following options over the Company’s ordinary shares were outstanding at 31 December 2011:
Number of shares

Exercise

31 December

31 December

2011

2010

Between July 2006 and July 2011

–

4,900

27.39

Between July 2007 and July 2012

4,900

4,900

36.25

Between July 2008 and July 2013

4,900

4,900

48.33

Between July 2008 and July 2015
		

1,925

1,925

48.33

Outstanding at the end of the period
		

11,725

16,625

Exercisable at the end of the period
		

11,725

16,625

		

Exercise period :
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price
(Euros)

