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5.	 Indanet
In July 2011 Synectic Systems GmbH agreed to acquire 100% of the issued share capital of Indanet 
AG (‘Indanet’), a leading German provider of integrated surveillance and security management 
systems to the transport industry, for a maximum total consideration of €10 million. Under the 
original terms of the acquisition, consideration of €2 million in cash was paid on completion 
for an initial tranche of shares equivalent to 51% of Indanet’s issued share capital, and further 
consideration of between €1 million and €8 million for the remaining 49% of Indanet would be 
payable in three tranches between 2013 and 2015, dependent on Indanet’s profits for the period 
from completion to 31 May 2015.

In February 2013, it was agreed to vary the original acquisition terms so that the entire outstanding 
share capital of Indanet was purchased for a total consideration of €1.64 million in cash. Therefore 
total consideration paid for the entire share capital of Indanet was €3.64 million and no further 
deferred or contingent consideration payments are required to be made. €1.7 million was drawn on 
the Group’s bank term loan facility in the period to fund this final payment (note 11). The acquisition 
has resulted in the following accounting adjustments to restate the liability in the balance sheet:

Deferred and contingent consideration £’000
At 1 December 2011 5,981
IAS 39 charge 266
Adjustment to reflect renegotiated terms (4,518)
Currency translation adjustment (321)
At 30 November 2012 1,408
Payment in February 2013 (1,408)
At 31 May 2013 —

6.	 Tax charge
The tax charge for the period is based on the estimated rate of corporation tax that is likely to be 
effective for the year to 30 November 2013.

7.	 Dividends
An interim dividend of 3p per share, totalling approximately £500,000 will be paid on 20 September 
2013 to shareholders on the register as at 23 August 2013.

3.	 Segmental analysis continued
Underlying profit from operations is reconciled to total profit from operations as follows:

Unaudited 
6 months 

ended 
31 May 2013 

£’000

Unaudited	
6 months	

ended	
31 May 2012	

£’000

	
12 months	

ended	
30 Nov 2012	

£’000
Underlying operating profit 3,590 2,849 5,711
Non-underlying items (note 4) (301) (959) (1,208)
Impairment of Indanet goodwill — — (3,993)

3,289 1,890 510

4.	 Non-underlying items 
Unaudited 
6 months 

ended
31 May 2013 

£’000

Unaudited	
6 months	

ended
31 May 2012	

£’000

	
12 months 

ended
30 Nov 2012	

£’000
Restructuring costs — 800 973
Acquisition costs 197 — —
Share-based payments charge 43 101 119
Amortisation of intangible assets acquired as a 
result of business combinations 61 58 116

301 959 1,208

The acquisition costs arising during the period relate to costs incurred for the acquisition of the 
remaining share capital of Indanet (note 5).

In 2012 restructuring costs arose from the re-organisation and subsequent disposal of our UK 
defence activities, and included £0.4 million in respect of accelerated amortisation to fully write off 
goodwill and capitalised development costs relating to this activity.

Notes continued
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5.	 Indanet
In July 2011 Synectic Systems GmbH agreed to acquire 100% of the issued share capital of Indanet 
AG (‘Indanet’), a leading German provider of integrated surveillance and security management 
systems to the transport industry, for a maximum total consideration of €10 million. Under the 
original terms of the acquisition, consideration of €2 million in cash was paid on completion 
for an initial tranche of shares equivalent to 51% of Indanet’s issued share capital, and further 
consideration of between €1 million and €8 million for the remaining 49% of Indanet would be 
payable in three tranches between 2013 and 2015, dependent on Indanet’s profits for the period 
from completion to 31 May 2015.

In February 2013, it was agreed to vary the original acquisition terms so that the entire outstanding 
share capital of Indanet was purchased for a total consideration of €1.64 million in cash. Therefore 
total consideration paid for the entire share capital of Indanet was €3.64 million and no further 
deferred or contingent consideration payments are required to be made. €1.7 million was drawn on 
the Group’s bank term loan facility in the period to fund this final payment (note 11). The acquisition 
has resulted in the following accounting adjustments to restate the liability in the balance sheet:

Deferred and contingent consideration £’000
At 1 December 2011 5,981
IAS 39 charge 266
Adjustment to reflect renegotiated terms (4,518)
Currency translation adjustment (321)
At 30 November 2012 1,408
Payment in February 2013 (1,408)
At 31 May 2013 —

6.	 Tax charge
The tax charge for the period is based on the estimated rate of corporation tax that is likely to be 
effective for the year to 30 November 2013.

7.	 Dividends
An interim dividend of 3p per share, totalling approximately £500,000 will be paid on 20 September 
2013 to shareholders on the register as at 23 August 2013.

3.	 Segmental analysis continued
Underlying profit from operations is reconciled to total profit from operations as follows:

Unaudited 
6 months 

ended 
31 May 2013 

£’000

Unaudited	
6 months	

ended	
31 May 2012	

£’000

	
12 months	

ended	
30 Nov 2012	

£’000
Underlying operating profit 3,590 2,849 5,711
Non-underlying items (note 4) (301) (959) (1,208)
Impairment of Indanet goodwill — — (3,993)

3,289 1,890 510

4.	 Non-underlying items 
Unaudited 
6 months 

ended
31 May 2013 

£’000

Unaudited	
6 months	

ended
31 May 2012	

£’000

	
12 months 

ended
30 Nov 2012	

£’000
Restructuring costs — 800 973
Acquisition costs 197 — —
Share-based payments charge 43 101 119
Amortisation of intangible assets acquired as a 
result of business combinations 61 58 116

301 959 1,208

The acquisition costs arising during the period relate to costs incurred for the acquisition of the 
remaining share capital of Indanet (note 5).

In 2012 restructuring costs arose from the re-organisation and subsequent disposal of our UK 
defence activities, and included £0.4 million in respect of accelerated amortisation to fully write off 
goodwill and capitalised development costs relating to this activity.
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9.	 Other financial assets
Unaudited 
6 months 

ended
31 May 2013 

£’000

Unaudited	
6 months	

ended
31 May 2012	

£’000

	
12 months 

ended
30 Nov 2012	

£’000
Equity shares designated as available-for-sale 525 — —

525 — —

Available-for-sale financial assets, which are included in the Statement of Financial Position at fair 
value, consist of equity investments in the unlisted shares of Coex Services Asia Pte Ltd (‘CSA’) and 
O&G Vision Pte Ltd (‘O&G’). The fair value at 31 May 2013 has been estimated using assumptions 
regarding the assets and expected future earnings of the companies. The Group completed the 
acquisition of CSA in June 2013 (note 12) thus enabling a reliable estimate of the fair value of the 
equity investments to be made. 

Changes in the fair value of the available-for-sale financial assets are recorded directly in equity 
as an unrealised gain or loss. The accumulated fair value adjustments recognised in equity will be 
reclassified to the income statement as part of the acquisition accounting.

10.	 Provisions
Deferred & 
contingent 

consideration 
£’000

Property
£’000

Total
 £’000

At 1 December 2012 1,408 73  1,481
Utilised in period — (13) (13)
Charge to income statement — 6 6
Payment of deferred and contingent consideration 
(note 5) (1,408) — (1,408)
At 31 May 2013 — 66 66

	
The Group has a number of properties where the Directors believe that dilapidation costs may be 
incurred or where the property is sublet and the Directors believe that they may not be able to 
fully recover future rental cost, and therefore appropriate cost provisions have been made. It is 
anticipated that the property cost provision carried forward at 31 May 2013 will be utilised within 	
six years.

8.	 Earnings per share
Earnings per ordinary share are as follows:

Unaudited 
6 months 

ended
31 May 2013

p

Unaudited	
6 months	

ended
31 May 2012

p

	
12 months 

ended
30 Nov 2012

p
Basic earnings per share
— Underlying 17.1 13.2 26.3
— Basic 15.3 7.3 21.6
Diluted earnings per share
— Underlying 16.3 12.7 25.2
— Basic 14.6 7.0 20.7

The calculations of basic and underlying earnings per share are based upon:

£’000 £’000 £’000
Earnings for basic and diluted earnings per share 2,419 1,130 3,367
Non-underlying items 301 959 1,208
Impact of non-underlying items on tax charge for 
the period (20) (169) (216)
Impairment of Indanet goodwill — — 3,993
Net adjustment to Indanet deferred and contingent 
consideration — 137 (4,252)
Earnings for underlying basic and underlying diluted 
earnings per share 2,700 2,057 4,100

‘000 ‘000 ‘000
Weighted average number of ordinary shares – 
basic calculation 15,777 15,556 15,613
Dilutive potential ordinary shares arising from share 
options 830 644 630
Weighted average number of ordinary shares – 
diluted calculation 16,607 16,200 16,243

Notes continued
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9.	 Other financial assets
Unaudited 
6 months 

ended
31 May 2013 

£’000

Unaudited	
6 months	

ended
31 May 2012	

£’000

	
12 months 

ended
30 Nov 2012	

£’000
Equity shares designated as available-for-sale 525 — —

525 — —

Available-for-sale financial assets, which are included in the Statement of Financial Position at fair 
value, consist of equity investments in the unlisted shares of Coex Services Asia Pte Ltd (‘CSA’) and 
O&G Vision Pte Ltd (‘O&G’). The fair value at 31 May 2013 has been estimated using assumptions 
regarding the assets and expected future earnings of the companies. The Group completed the 
acquisition of CSA in June 2013 (note 12) thus enabling a reliable estimate of the fair value of the 
equity investments to be made. 

Changes in the fair value of the available-for-sale financial assets are recorded directly in equity 
as an unrealised gain or loss. The accumulated fair value adjustments recognised in equity will be 
reclassified to the income statement as part of the acquisition accounting.

10.	 Provisions
Deferred & 
contingent 

consideration 
£’000

Property
£’000

Total
 £’000

At 1 December 2012 1,408 73  1,481
Utilised in period — (13) (13)
Charge to income statement — 6 6
Payment of deferred and contingent consideration 
(note 5) (1,408) — (1,408)
At 31 May 2013 — 66 66

	
The Group has a number of properties where the Directors believe that dilapidation costs may be 
incurred or where the property is sublet and the Directors believe that they may not be able to 
fully recover future rental cost, and therefore appropriate cost provisions have been made. It is 
anticipated that the property cost provision carried forward at 31 May 2013 will be utilised within 	
six years.

8.	 Earnings per share
Earnings per ordinary share are as follows:

Unaudited 
6 months 

ended
31 May 2013

p

Unaudited	
6 months	

ended
31 May 2012

p

	
12 months 

ended
30 Nov 2012

p
Basic earnings per share
— Underlying 17.1 13.2 26.3
— Basic 15.3 7.3 21.6
Diluted earnings per share
— Underlying 16.3 12.7 25.2
— Basic 14.6 7.0 20.7

The calculations of basic and underlying earnings per share are based upon:

£’000 £’000 £’000
Earnings for basic and diluted earnings per share 2,419 1,130 3,367
Non-underlying items 301 959 1,208
Impact of non-underlying items on tax charge for 
the period (20) (169) (216)
Impairment of Indanet goodwill — — 3,993
Net adjustment to Indanet deferred and contingent 
consideration — 137 (4,252)
Earnings for underlying basic and underlying diluted 
earnings per share 2,700 2,057 4,100

‘000 ‘000 ‘000
Weighted average number of ordinary shares – 
basic calculation 15,777 15,556 15,613
Dilutive potential ordinary shares arising from share 
options 830 644 630
Weighted average number of ordinary shares – 
diluted calculation 16,607 16,200 16,243

Notes continued
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11.	 Loans and borrowings
Unaudited 
6 months 

ended
31 May 2013 

£’000

Unaudited	
6 months	

ended
31 May 2012	

£’000

	
12 months 

ended
30 Nov 2012	

£’000
Bank term loan facility 3,163 1,607 1,623
Other loans — 132 227

3,163 1,739 1,850

Both loans related to the acquisition of Indanet. During the period €1.7 million was drawn against 
the bank term loan facility and the other loan was repaid as part of the acquisition of the remaining 
issued share capital of Indanet (note 5).

12.	Events after the balance sheet date
On 21 June 2013 the Group completed the acquisition of the balance of the issued share capital of 
CSA for a maximum consideration of up to £2.1 million. 

CSA is a private Singaporean company supplying surveillance systems in the Far East, primarily to 
the oil & gas sector. 

Initial consideration of £1.8 million has been paid, comprising £1.3 million in cash, £0.4 million in 
ordinary shares in Synectics plc and the transfer of the Group’s 20% interest in O&G valued at 	
£0.1 million. Further consideration of up to £0.3 million will be payable in cash dependent on the 
profit performance of CSA in the two years following acquisition.

Due to the proximity of the acquisition to the balance sheet date, the purchase price allocation has 
not yet been completed.

13.		Copies of this statement will be sent to shareholders and will be available on the Group’s website 
(www.synecticsplc.com) and from Synectics plc, Haydon House, 5 Alcester Road, Studley, 
Warwickshire B80 7AN.

Notes continued
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Highlights

•	 Revenue £40.7 million (2012: £38.4 million)
•	 Underlying profit* up 27% to £3.6 million (2012: £2.8 million)
•	 Profit before tax up 92% to £3.3 million (2012: £1.7 million)
•	 Underlying diluted EPS* 16.3p (2012: 12.7p)
•	 Diluted basic EPS 14.6p (2012: 7.0p)
•	 Underlying operating margin** 8.8% (2012: 7.4%)
•	 Net cash at 31 May 2013 £4.7 million (30 November 2012: £4.6 million; 31 May 2012: 

£2.7 million)
•	 Interim dividend increased to 3p per share (2012 interim: 2.5p)
•	 Order book £34.8 million (30 November 2012: £36.9 million; 31 May 2012: £40.6 million)
•	 Far Eastern operational hub established with £7 million contract win and subsequent 

acquisition of Coex Services Asia Pte Ltd
•	 Full acquisition of Indanet completed

Commenting on the results, John Shepherd, Chief Executive, said:
“During the first half of 2013 we achieved a series of strategically significant goals which 
augur well for continued profitable growth of the Group.  

“In January we won a contract to protect the world’s largest Gas-to-Liquids plant in 
Qatar; in February we won a major contract with Avon and Somerset Police and acquired 
full control of Indanet in Germany; in March we won a very large system contract for a 
major client in Singapore and our first CCTV control room outsourcing project with Luton 
Borough Council; in May we secured a three year maintenance contract with Stagecoach 
and in June we acquired Coex Services Asia Pte Ltd in Singapore.  

“We have also further integrated the Group’s operations into two focused divisions – 
‘Systems’ and ‘Integration & Managed Services’ with the aim of creating a more effective 
and scalable business.  

“The pace of positive change is increasing and this is reflected in the improved sales, profit and 
margins. I expect this momentum to continue in the second half.”

* 	 that is profit before tax, non-underlying items (restructuring costs, acquisition expenses, amortisation of intangibles and share-
based payments charge) and IAS 39 charge on deferred and contingent consideration. Underlying earnings per ordinary share 
are based on profit after tax but before non-underlying items.

**	Underlying operating margin represents underlying operating profit as a percentage of revenue, where underlying 
operating profit represents underlying profit before tax before charging finance income and interest costs.

Welcome
to Synectics plc
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www.synecticsplc.com

Synectics plc
Haydon House, 5 Alcester Road,
Studley, Warwickshire,
B80 7AN, United Kingdom

Telephone: +44 (0)1527 850080 
Fax: +44 (0)1527 850081
email: info@synecticsplc.com
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