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The Major highlights are as follows:

Business Performance

  Gross margin increased from 37%  to 42%  

  Managed services revenues £2.8m (2012 £1.7m).  Passenger volume growth at 

West African Airport +14% for fi rst 4 months to April 2014 compared to the same 

period pre contract commencement in May 2012

  Managed Services contract producing underlying EBITDA margin 24% (2012: 

23%), with further improvement in 2014.

  Financing costs reduced by 80% to £0.09m (2012: £0.44m)

Balance Sheet

  Cash balances £0.7m (2012 : £0.2m)

  Convertible debt reduced by 83% since June 2013

  Zero bank debt

  Shareholders’ funds substantially  improved by £3.09m to  £2.16m (2012: Net 

defi cit £0.93m)

  UK business disposed March 2013

Operational

  Major transformation achieved in security situation at West African airport 

commenced in May 2012, receiving recognition from ICAO and major airlines

  Managed Services prospect pipeline, with various stage discussions at 42 

airports  in 24 countries across 4 continents, combined embarking PAX count of 

approximately 30m pa

  Technology prospect pipeline in various stage discussions - 423 projects in 79 

countries across 6 continents with a combined value of approximately £368m.

  Appointed as strategic partner for security for the  International  Air Travel 

Association (IATA)  

  The Group’s achievements for export recognised by winning the International 

Achievement Award at the Security Excellence Awards in October 2013

HIGHLIGHTS (i)
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“We have built a strong brand and international reputation and the 
momentum we are seeing means we have increasing confi dence in our 
business model and its ability to generate long term consistent profi ts 
and thus shareholder value.”

Lt. Col Sir Malcolm Ross GCVO, OBE
Chairman

A growing network of agents and offi ces in over 50 countries

The Westminster Group is a specialist security group operating worldwide via 
an extensive international network of agents and offi ces in over 50 countries. 

The Group’s operating companies are structured into two vertically integrated operating
divisions, Managed Services and Technology and the Group’s principal activity is the 
design, supply and ongoing support of advanced technology security solutions and the
provision of long term managed services, consultancy and training services.

primarily to

Governments & Governmental Agencies,
Non Governmental Organisations

& Blue Chip Commercial Organisations
Worldwide

with a focus on the Africa, Asia, the Middle East & the Americas
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The Managed Services division is focussed on providing long 
term recurring revenue, managed services contracts and the 
provision of manned services, consultancy, training and other 
similar supporting services. The division comprises primarily 
of Westminster Aviation Security Services Ltd and Longmoor 
Security Ltd.

We believe that this division represents a very signifi cant growth 
opportunity for Westminster. We provide security products and 
services typically to governmental bodies in our target markets 
under ‘Build Operate Transfer’ arrangements. Under these 
contracts we use our expertise in the provision of personnel 
and technology solutions to take over and invest in the security 
infrastructure at a key site such as an airport or a port and 
bring the security up to internationally acceptable standards 
which will allow greater use of the site and thus to aid local 
and national economic development. In addition our expertise 
in the sector enables us to advise on the correct processes, 
procedures and documentation required by international bodies 
and our comprehensive in-house training services means all local 

staff involved in these operations remain properly trained and 
certifi cated.

We enter into these contracts on a long term basis (typically 
15-25 years) and are remunerated by a per user fee which is paid 
directly by the user of the facility to Westminster. As an example 
this would mean that for an airport a security fee would be 
added to the passenger ticket via the IATA (International Air 
Transport Association) mechanism and this fee is then either 
settled with Westminster directly by IATA or paid by the airline, 
and this provides a strong cash dynamic. Once a contract is 
signed and is in place, then the data rich nature of the aviation 
industry (with visibility as to schedules, load factors etc.) and 
the long term nature of the contract provides strong forward 
revenue visibility. 

Westminster may pay a concession fee (based on cash collections 
from fees) to the port or airport authority, and this, in 
conjunction with our absorption of their capital and operating 
cost obligations, provides a strong customer advantage by 
turning a potential cash outfl ow into a cash infl ow.
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“The contribution made by Westminster at Freetown Airport has resulted in signifi cantly increased 
level of security that is now equivalent to European standards and which provides confi dence 
to British Airways in support of operations to Sierra Leone. BA also recognises the partnership 
approach taken by WASS with customers.”

Anton de Ridder, Manager Aviation Security - British Airways

Prospect Pipeline 

by Airport Size

(based on annual embarking 
passenger numbers)
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Managed Services Division
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Middle East, Asia & Pacifi c

The Americas

Africa

UK & Europe

The Managed Services division is generating considerable 
interest from governments around the world, particularly 
regarding airport security solutions, and is experiencing a 
rapidly expanding prospect pipeline (potential projects which 
are in active discussions and which are at various stages of 
development). The pipeline is currently at various stages of 
discussion with 42 airports in 24 countries across 4 continents 
with a combined embarking passenger count of approximately 
30 million. A measure of the increasing momentum of the 
opportunities can be seen below. The relevance of these 
numbers is the fact that the division is expected to benefi t 
from long term revenues directly proportional to the number of 
embarking passengers.

Whilst not all the airport opportunities under discussion will 
result in fi nal contracts, with each contract’s sales value being 
potentially worth well in excess of $100 million over the life 
of the contract and further expansion of the prospect pipeline 
expected, the potential for substantial growth from this division 
is obvious.

The division is also actively pursuing other managed services 
opportunities such as port and other infrastructure security 
solutions and is developing expanded services offerings at 
airports. These may include security related services such as 
cargo screening and passenger profi ling but also opens up wider 
airport related opportunities such as immigration biometrics, 
ground handling and overall airport management.
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Prospect Pipeline Growth by
Annual Embarking Passengers 

(“PAX”)

3 Airports

6.2m PAX

350,000t Cargo

6.3% Growth*

3 Airports

7.4m PAX

55,000t Cargo

4.2% Growth*

30 Airports

15.2m PAX

414,000t Cargo

5.7% Growth*

6 Airports

2.8m PAX

51,000t Cargo

6.9% Growth*

Prospect Pipeline by Region

*Air passenger growth statistics from Boeing Current Market Outlook 2013-2032
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TECHNOLOGY DIVISION 04

The Technology Division is focussed on providing advanced 
technology led security solutions encompassing a wide range of 
surveillance, detection, tracking and interception technologies to 
governments and private organisations across the world. It has an 
in-depth knowledge of the security technologies available which 
allows it to design innovative solutions using niche technologies. 
The division comprises primarily of Westminster International Ltd 
and has a long track record of providing security services and 
technology to a broad range of blue chip clients ranging from 
banks and oil companies to the UK and overseas governments. 

We are not a manufacturer and are product agnostic, able to 
promote and deliver the best solution for any given application. 
Indeed a key strength of Westminster’s Technology division 
is its extensive knowledge of the security market place and of 
manufacturers of effective but often niche security equipment 
together with its ability to identify solutions for clients’ diverse 

requirements. In fact due to Westminster’s extensive international 
network and market reach, niche security manufacturers regularly 
contact Westminster as a means of promoting their technologies 
to the market.

Sales are driven by growth in international security markets 
and the company has a large and healthy enquiry bank many of 
which arise from its agent network and comprehensive website 
(Westminster International has one of the largest security 
equipment and services websites in the world). The division has 
a large prospect pipeline (potential projects which are in active 
discussions and which are at various stages of development). The 
division is currently negotiating on 423 projects in 79 countries 
across 6 continents with a combined value of approximately 
£368m. Many of these potential projects are multimillion USD in 
value with several valued in the tens of million USD.

“Based on our experience with Westminster we can unreservedly recommend the company to 
anyone who needs their services.”

Constantin Vasile, Ph.D. - International Atomic Energy Agency

Technology Division
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The division is successfully securing contracts for equipment 
and services worldwide creating a regular monthly run rate of 
business in excess of $3million per annum with the added and 
increasing potential of large multimillion contracts being secured 
from time to time creating signifi cant peaks in revenue.

There is a key vertical integration synergy with this division’s 
expertise in consultancy and equipment which is being used to 
underpin the major growth opportunity in our Managed Services 
division as it reduces capital spend by eliminating 3rd party 
margins which would otherwise incur further cash spend.
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Middle East, Asia & Pacifi c

£108m

153 Prospects

Prospect Pipeline by Region

The Americas

Africa

UK & Europe

£115m

94 Prospects

£107m

140 Prospects

£38m

36 Prospects

Technology 
Customers

Products & Services

Managed Services 
Projects

Airports / Ports etc

The “in house” Technology Division expertise provides 
the vital infrastructure for the provision of complex 
technology solutions for both its own sales and the 
delivery of managed services long term contracts.  

Having it in house reduces supplier exposure and cost 
and increases purchasing power.

Vertical Integration Model
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2013 Geographical 

Revenue Analysis

The Group’s international 
business is conducted on a global 
scale.

 UK & Europe 17%

 Africa 52% 

30% Middle East & Asia 

0%  The Americas 

%

%
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0

Small sample of completed projects worldwide
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“We are dealing with governments in growing regions of the 
world and are working on very large, long term, high value 
contracts. An illustration of the level of our contacts and 
discussions is that we have, over the past year, met with 
several regional heads of state and numerous government 
ministers.”

Lt. Col Sir Malcolm Ross GCVO, OBE
Chairman

Overview
I am pleased to present the Annual Report 
and Accounts of Westminster Group plc 
for the year ended 31 December 2013. 

I am pleased to report that the Group 
has made good progress in developing 
its business, particularly the Managed 
Services division. Whilst ongoing revenues 
of £7.4m were less than the £7.9m 
recorded in 2012, our successful delivery 
in the Managed Services division has 
increased our gross margin from 37% to 
42%.  This division has generated very 
signifi cant interest from prospective 
customers such as governments and 
airport operators and as a result, our 
pipeline of prospects, when measured by 
passenger footfall, has increased since 
I wrote to you in May 2013 from 4.3m 
passengers per annum to over 30m as of 
today. To put that in context, the airport 
contract the division won in February 
2012 caters for approximately 0.1m 
passengers per annum. 

Whilst the business development 
process can at times be protracted 
and frustrating, we are dealing with 
governments in growing regions of the 
world and are working on very large, 
long term, high value contracts. An 
illustration of the level of our contacts 
and discussions is that we have, over 
the past year, met with several regional 
heads of state and numerous government 
ministers.

The quality of our delivery has been 
recognised by industry bodies such as 
ICAO (the International Civil Aviation 
Organisation) and by airlines such as 
British Airways who have acknowledged 
that airport security at the West African 
airport is now equivalent with European 
standards. We continue to invest in our 
organisational network and infrastructure 
to support this future potential, and 
whilst it does come at a cost, managed 
services contracts have the proven 
capability to change our fi nancial 
prospects.  

Managed services projects are highly 
dependent on the delivery of a strong 
technology infrastructure and, as well as 
winning its own projects, the Technology 
division has been instrumental in ensuring 
the success of our Managed Services 
business.

I am pleased that the team at 
Westminster was recognised with the 
International Achievement Award at 
the Security Excellence Awards 2013 
presented on the 23rd October 2013 at 
the Hilton Hotel, Park Lane, London. 
The award recognises a UK company that 
has realised an outstanding achievement 
or improvement in international sales 
or exports, or has otherwise been 
instrumental in a signifi cant security 
application or project outside of 
the UK and I am proud of our team’s 
achievements.

2013 has also given us the opportunity 
to resolve several legacy issues and to 
realign the business. We disposed of 
our UK centric businesses in March 2013 
and removed the Synergy Loan note, 
achieving a refund of £0.3m. Our balance 
sheet is far stronger and we now have a 
far lower interest cost which means that 
we retain more money in the business for 
investing in the future.

Westminster strongly believes that 
working closely with local communities 
is essential and I am proud of all the 
support we give to the local communities 
in the regions in which we operate as 
well as the support we give to local and 
international charities. I am pleased 
therefore to announce that we are in the 
process of setting up the Westminster 
Foundation, a charitable organisation 
which will act as an umbrella for the 
many community support activities we 
are involved in, such as healthcare and 
education.  

We have built a strong brand and 
international reputation and the 
momentum we are seeing, means 

we have increasing confi dence in our 
business model and its ability to generate 
long term consistent profi ts and thus 
shareholder value.

Corporate Conduct
In our industry it is vitally important that 
we maintain the highest standards of 
corporate conduct. You will see in the 
Directors’ report on corporate governance 
all the detailed measures we take to 
ensure that our standards, and those of 
our agents, can stand any scrutiny by 
Government or other offi cial bodies.

Staff and Board
As ever our staff are key to delivering 
success. We have a dedicated team 
of security experts and I am further 
delighted by the progress both the 
expatriate and local teams in West Africa 
have made.  

I would like to take the opportunity 
to express my appreciation to all our 
employees, both in the UK and our ever 
expanding overseas workforce, who have 
worked extremely hard during the year. 
I look forward to welcoming more UK 
and overseas employees on board as we 
expand our business in 2014 and beyond. 
As a service based business, our staff 
are vital to the continued growth and 
development of our business and we are 
fortunate in having a highly committed 
and dedicated workforce.  Their 
dedication is crucial to how we are able 
to rapidly grow our business and develop 
our worldwide reputation. 

I would fi nally like to thank all 
our investors for their support and 
particularly to our strategic investors 
who are bringing their expertise to help 
deliver value for all.

Lt. Col. Sir Malcolm Ross GCVO, 
OBE
Chairman

29 May 2014

CHAIRMAN’S REPORT 07
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Business Description
Our vision has been to build a 
global security business focussed on 
delivering ‘end to end’ integrated 
security solutions to high growth and 
emerging markets around the world 
and I am pleased to report that we 
are delivering on that vision.

As can be seen in the diagram below 
our business has evolved from a 
traditional UK focussed security 
business to what can be described 
today as a truly international 
business providing a wide range 
of security solutions, primarily to 
governments and governmental 
agencies, non-governmental 
organisations (NGO’s such as the 
UN) and ‘blue-chip’ corporations 
worldwide.

We have achieved this global 

footprint by building an extensive 
network of agents and well placed 
business partners. Today we have 
a presence in over 50 countries 
covering all continents with the 
exception of Antarctica but with a 
strong focus on our target markets of 
Africa, Asia, the Middle East and the 
Americas. This extensive network, 
which has been time consuming 
and costly to establish and would 
be diffi cult to replicate, makes us 
a scalable business and provides 
us with a distinct operational and 
commercial advantage in our chosen 
markets.

Our operating companies are 
structured into two operating 
divisions, Managed Services and 
Technology, both primarily focussed 
on international business as follows:

Managed Services division:

Focussing on long term (typically 
10 – 25 years) managed services 
contracts such as the management 
and running of complete security 
solutions in airports, ports and other 
such facilities and the provision of 
manned services, consultancy and 
training services.

Technology division:

Focussing on providing advanced 
technology led security solutions 
encompassing a wide range of 
surveillance, detection, tracking, 
screening and interception 
technologies to governments and 
organisations worldwide. 

We have a track record of 
successfully delivering complex 
security solutions around the world 
(a small example of which is shown 

“Our evolution continues and we are now in the foothills of what 
could be a substantial growth phase over the next few years.”

Peter Fowler
Chief Executive Offi cer

The Journey
Our Business Evolution
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on page 6) and have an impressive 
client list of governments and blue 
chip organisations underpinning our 
growing international reputation. Our 
15 year contract for the provision of 
complete airport security services in 
West Africa has received numerous 
endorsements and accolades from 
major international organisations 
for its effectiveness and quality of 
services. Westminster believes that 
satisfi ed customers with successful 
projects are the best advocates 
for our services and we have a 
number of impressive reference 
sites available and therefore we can 
host reference visits by prospective 
customers.

Our evolution continues however and 
we are now in the foothills of what 
could be a substantial growth phase 
over the next few years.

We are developing an active prospect 
pipeline (potential projects which 
are in active discussions and which 
are at various stages of development) 
and continue to advance these. 
Our Managed Services division has 
a growing number of potential long 
term, high value managed services 
projects each with a potential sales 
value of several hundred million 
USD over the life of the contract, 
whilst our Technology division has 
a growing pipeline of substantial 
potential projects many of which 
are tens of million USD in value. 
Further information on the size 
and geographical spread of these 
opportunities are given in the 
Divisional Review.

Business Development Process
Within our chosen markets of high 
growth and emerging economies 
we particularly target key countries 
based on a number of factors such 
as political stability, low country 
risk, good GDP growth and business 
potential.  

Doing business with any government 
can be a time consuming process and 
this is certainly the case in many of 
our target markets where processes 
can be slow and bureaucratic due to 
the evolving nature of governments 

and inherent complexities of doing 
business in such countries. Whilst 
this can be a frustration at times, it 
also underlines the opportunity, as 
our services are both needed and 
welcomed in such markets and we 
are able to make a real difference. 

We develop new business 
opportunities from a number of 
sources - introductions from our 
agent and partner network, enquiries 
from our extensive group websites 
(Westminster operates one of the 
largest websites in the world for 
security equipment and services) 
and from repeat business and 
referrals from existing customers. 
Currently we are receiving around 
300 enquiries for our services each 
month.

Our agents and business partners, all 
of whom operate on a commission 
basis payable from contract revenues 
only when we receive payment 
from the client, work with us 
through the sale process providing 
in country support, knowledge and 
logistics together with arranging 
meetings, translations where 
required and assisting with client 
discussions and negotiations. This 
is of particular importance where 
large scale multimillion USD projects 
are involved requiring high level 
meetings. We have judiciously 
built a network of well-placed and 
infl uential business partners around 
the world, some of whom have 
become strategic investors, who 
are able to organise meetings with 
governments and corporations at the 
highest levels and who are currently 
assisting us to negotiate a number of 
very high value, long term potential 
contracts.

With the aid of our business partners, 
together with strong support from 
the British Government through 
UKTI and in-country diplomatic 
missions, we have established high 
level contacts and built business 
relationships with numerous key 
decision makers in target countries 
around the world. In recent months 
I have personally met and had 

discussions with numerous heads of 
state including the presidents and 
prime ministers of Burundi, Namibia, 
Tanzania, Zambia and Zanzibar 
My team and I have also met 
numerous senior ministers and other 
governmental offi cials from many 
other countries around the world and 
regularly host visiting delegations 
at our UK headquarters for trials, 
demonstrations and discussions.

The business development process 
on large scale projects from project 
concept to contract signature can 
be a lengthy process and will vary 
from project to project depending 
on the government and project 
complexity concerned. Typically 
early stage meetings will involve 
presenting the proposed solutions 
and the advantages that brings to the 
client and country, this may involve 
numerous meetings with key decision 
makers and senior government 
offi cials from various ministries. 
Once the concept is approved by 
the client detailed discussions and 
contract negotiations will take 
place and the government’s internal 
procurement process, which can be 
lengthy and at times bureaucratic, 
commences.

Whilst these large scale 
governmental contracts can take 
time to negotiate, the potential long 
term revenue opportunities from 
such contracts mean the time taken, 
be it weeks, months, or in some 
cases years, are very much worth the 
investment in time and effort.

Our Markets
We operate in a huge and growing 
market with strong economic, 
political and social drivers and we 
believe this is unlikely to see any 
contraction in the foreseeable future. 
To put that in context, the annual 
global market for security equipment 
and services was expected to be 
$700bn in 2013 with growth of 7.4% 
expected in 2014.  Furthermore, 
our focus is on high growth market 
opportunities in Africa, Asia, the 
Middle East and the Americas where 
the IMF expects average annual 
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GDP growth in the period 2014 to 
2018 of between 4% and 7% with the 
GDP growth in many of our target 
countries being even higher. As 
a comparative the expected GDP 
growth for the Eurozone in the same 
period is 1.5%. Aviation demand is 
increasing, particularly in Africa 
as these economies develop and a 
middle class emerges.  BCC Research 
estimates in 2013 the global market 
for advanced airport technologies 
to have been just over $9 billion in 
2012. The market should exceed 
$9.2 billion in 2013 and $11.1 billion 
in 2018, a compound annual growth 
rate of 3.8% over the next fi ve years. 
Against this backdrop Boeing expects 
African passenger volumes to grow 
at 5.6% per annum until 2032.  Many 
airlines are ordering new equipment 
and are reporting increasing load 
factors and this bodes well for our 
Managed Services division.

Divisional Review
Technology division

The Technology division continues 
to secure numerous orders and 
contracts for a wide and diverse 
range of products and services 
from a wide range of customers 
worldwide, delivering a regular 
monthly revenue fl ow for the 
Group.  These include an order for 
the provision of vehicle screening 
solution to a petrochemical facility 
in the Middle East, valued at $3.25m; 
explosive detection solutions to 
various clients around the world; 
airport screening and security 
solutions to a number of airports in 
the Middle East and Africa, including 
specialist cargo screening solutions 
to Ethiopia; and complete security 
installations to a number of banks in 
Africa.  In addition, we have provided 
various countries embassies with 
security solutions to their missions 
around the world; we have provided 
specialist body screening solutions to 
a drug enforcement agency in East 
Africa; security screening equipment 
to an Asian prison service and a 
regular supply of security equipment 
and services to the UK prison 
service; and we have continued to 

expand our K9 unit and supplied 
specialist substance detection dogs, 
trained to fi nd explosives, to various 
areas of the world.

The division has a growing prospect 
pipeline of potential business 
around the world as can be seen in 
the charts on page 5. The division 
recently announced a border security 
contract in Asia valued at $2.6m. 
The system will enable screening 
of trucks and vehicles crossing a 
border to detect illegal cargo and 
contents such as drugs, weapons, 
explosives, human traffi cking and 
other contraband. This is a very 
signifi cant contract as following the 
initial installation, once proven, the 
intention is to extend the programme 
to provide similar solutions covering 
numerous other border crossings 
in the country concerned which 
could result in signifi cant additional 
revenues. The division is currently 
in discussions with various clients 
regarding similar and larger scale 
potential projects around the world.

A key value add for the Technology 
Division is the vertical integration 
support it is providing to the 
Managed Services Division in 
terms of equipment and technical 
expertise which has reduced the 
Group’s overall cash investment 
by eliminating the need for 3rd 
parties and their associated margins. 
Furthermore the increased use of 
products in developing Managed 
Services increases our purchasing 
power with manufacturers.

Managed Services division

Our managed Services Division 
continues to go from strength to 
strength both in terms of operational 
performance and also potential 
growth prospects.

The West African airport operation 
is now operating effectively and 
has made a dramatic difference to 
the security of the airport. We have 
a strong expat management team 
in place who have delivered major 
achievements and have developed 
a well-trained and highly motivated 
local workforce now numbering 

around 160 (May 2012:126). Our 
operations have received numerous 
endorsements from airlines and other 
users of the airport.  During the 
year the International Civil Aviation 
Organisation (ICAO) conducted an 
audit of the security operations and 
concluded that we had brought the 
security operations of the airport up 
to that equivalent of any European 
airport.

We have signifi cantly invested in 
our airport operations, including 
provision new screening equipment, 
erecting a new perimeter fence 
and the installation of specialist 
detection and surveillance systems 
including ground based radar, being 
one of very few airports in the world 
with such technology.

Commencement of cargo screening 
services at the airport which was 
originally expected to commence 
in 2013 have been delayed due 
to logistics and construction of 
a new cargo shed at the airport. 
However we have advanced 
screening equipment in place and 
staff trained and certifi ed ready for 
operation. We anticipate that cargo 
screening operations will commence 
in the summer of 2014 resulting 
in additional revenues for the 
operation.

I am pleased to report that 
embarking passenger numbers at the 
airport are now increasing year on 
year (currently 13.7% up on 2012) and 
this is expected to accelerate going 
forward now that the new terminal is 
open and airport services generally 
improve.

I am also pleased to report that 
interest in our airport security 
services from governments and 
airport operators from around the 
world continues to grow and we 
are currently in various stages of 
discussion, some quite advanced, 
with 42 airports in 24 countries 
across 4 continents as can be seen 
from the charts on page 3. This does 
include the East African airport 
project we have been in advanced 
discussions with for some time. I 
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am pleased to report that whilst 
this process has taken longer than 
anticipated due to the government’s 
internal processes, which have 
nothing to do with our negotiations, 
the project remains very much 
active and advanced. This is not 
necessarily indicative of the time 
frame for any other opportunities we 
are discussing as each project has its 
own dynamics and complexities. The 
growing prospect pipeline of airports 
interested in our services and the 
momentum we are building in this 
sector is however most encouraging. 
An example of that momentum can 
be seen in the charts on page 3 

In addition to our ‘Total Care’ 
complete airport security services 
model we are also developing a 
streamlined solution for smaller 
airports around the world (typically 
50,000 – 100,000 embarking 
passengers) whereby we can still 
provide the required investment, 
expertise and support to 
governments and airport operators 
but on a reduced cost model – we 
anticipate this will be attractive to 
many smaller airports around the 
world.

Airport security solutions and 
our experience in the sector 
represent a signifi cant growth area 
for our Managed Services division 
but certainly not the only area 
of expansion. We are currently 
in discussions with a number of 
port operators on a similar Total 
Care security solution as well as 
expanding the managed services 
offering to other key infrastructure 
sites such as ports, railways and 
border crossings. Furthermore we 
are looking to expand our services at 
airports and other such facilities into 
other managed services and training 
services beyond security.

Disposals of RMS (CTAC) Integrated 
Solutions and International 
Monitoring Services 
In order to focus on our growing 
international business we disposed 
of our UK centric businesses RMS 
(CTAC) Integrated Solutions and 
International Monitoring Services 
in March 2013 to a management 
buyout. Both companies will however 
continue to provide certain services 
to the Group. The consideration was 
£0.2m payable across the fi rst 12 
months with an incremental earn-
out dependent on a percentage 
of revenues achieved in excess of 
certain metrics over the 2 years from 
disposal. 

Business Outlook
We are continuing our investment in 
the business, we have developed our 
team of experienced and talented 
people and are creating a global 
network of agents and business 
partners who give us a global 
footprint. This has helped build a 
platform from which we can grow 
our business and deliver our vision of 
being a vertically integrated global 
business focussed on delivering end 
to end integrated security solutions. 
I believe that this investment, which 
has always been written off to the 
P&L as incurred, has been wisely 
spent and we are now well on our 
way to fulfi lling our vision.

We have created an international 
business and a strong brand which 
is well recognised in our target 
markets. Our network is assisting 
us in the delivery against the vast 
market opportunity which we are 
addressing. We have a successful 
track record of delivering complex 
security solutions to governments 
and blue chip organisations 
worldwide and our successful 
reputation is allowing us access at 
the highest levels with key decision 
makers. 

Our Technology division has a 
substantial pipeline of potential new 
business, and we are experiencing a 
high level of interest in large scale 
solutions, similar to the one sold for 
$2.6m in April this year. However it 
is our Managed Services division that 
offers dramatic growth prospects and 
customer interest in our services. 
Interest in these long term contracts, 
which each have a potential sales 
value in excess of $100m, continues 
to grow. By way of illustration, 
the aggregate life time sales value 
of our prospective customers is 
currently over $11Bn and further 
enquiries continue to add to this. 
Not-with-standing the timescales and 
bureaucracy inherent in our customer 
base this is a very encouraging 
position from which to grow the 
business. Whilst of course there can 
be no certainty as to the outcome 
or timing of such discussions and 
whilst we obviously do not expect 
every prospect to reach contract 
stage, any one of these contracts can 
signifi cantly add to our margins, and 
several would transform our business 
beyond recognition.

In conclusion, we have a strong 
management team and an 
experienced board of Directors 
with over 100 years’ experience in 
the security sector and with strong 
international and governmental 
connections. We have clear 
strategic goals and objectives and 
a commitment to delivering on 
our vision and delivering healthy 
shareholder returns. Accordingly, the 
Board and I remain excited about our 
future growth prospects and where 
our business will be in a few years.

P.D. Fowler

Chief Executive Offi cer

29 May 2014
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Revenue 
Revenues from our ongoing businesses 
were £7.4m (2012: £7.9m).  The 
Technology division recorded revenues 
of £4.4m which comprised of the run 
rate product sales business of circa £2m 
with the remainder arising from larger 
project sales and the scanning gantry 
announced in January 2013.  The Managed 
Services division refl ected a full year 
of the airport contract announced in 
February 2012 which went live on 1 May 
2012 and recorded revenue of £2.8m 
(2012: £1.7m).  Longmoor Security was 
restructured during the year to refl ect 
changing market conditions and delivered 
revenues of £0.2m (2012: £0.4m). Our 
primary UK operations were sold at 
the end of the fi rst quarter and these 
recorded revenues of £0.2m (2012: 
£1.5m). 

Gross Margin
Gross margin from our ongoing business 
rose to 42.2% (2012: 37.3%) refl ecting 
the increased mix of the high margin 
Managed Services division, which marked 
the 3rd consecutive year of gross margin 
improvement. Gross margins in the 
Technology division reduced due to the 
revenue mix refl ecting a greater element 
of product sales in 2013 compared to the 
solution sales which benefi tted 2012.  Due 
to the vertically integrated nature of the 
Group, the Technology division has done 
very signifi cant work around the delivery 
of the West African airport contract on 
behalf of WASS and we estimate that this 
has reduced our capital expenditure by 
over £0.6m since the commencement of 
the project compared to what we would 
have spent with external suppliers.  

Operating Cost base
Our total operating and administrative 
costs were £5.1m (2012: £4.7m) and 
this is a necessary cost as we build to 
underpin the future opportunity.  Within 
this are several factors which related 
to the changes in operations during 
the year and the ongoing investment in 
the Managed Services division of about 
£25,000 per month.  These are detailed 
within note 4 to these accounts. Our 
current ongoing monthly non-depreciation 
cost base is currently circa £0.35m. In 
addition to this we are continuing to 
invest in the expanded capability of the 
Managed Services division referenced 
above. 

Financing Charges
Financing charges were reduced by 80% 
to £0.09m (2012: £0.44m). This was 
due to a £0.31m credit arising from the 
reduction in capital value outstanding 
on the legacy loan note from Synergy 
Capital and an overall lower debt level 
as other loan notes converted into equity 
and Synergy was fully repaid.  As of the 1 
May 2014 only £0.6m of the 2013 CLN was 
outstanding and this carries a coupon of 
10% per annum.

Result for the Year
Our underlying loss from ongoing 
operations before depreciation was £0.9m 
(2012: £0.2m). This includes costs related 
to investment in the Group’s expansion 
capability against the dramatic growth 
opportunity the company is addressing. 
The direct contribution before 
depreciation from managed services 
contracts improved from £0.39m to 
£0.67m, refl ecting improving operational 
effi ciencies as the contract evolved into 

a more “steady state” operation. The UK 
subsidaries sold in March 2013 for £0.2m, 
lost £0.37m.  The Group’s loss before 
taxation was £1.99m (2012: £1.65m). Loss 
per share from continuing operations was 
4.1p (2012:  4.0p) and overall loss per 
share was 5.09p (2012: 5.10p)

Balance Sheet
The Group invested £0.46m in fi xed assets 
during the year, with a very signifi cant 
amount of this being allocated to the 
ongoing West African airport project. 
The freehold at the Banbury HQ remains 
valued at approximately £0.9m. Our 
depreciation charge was £0.25m (2012:  
£0.13m) refl ecting the larger fi xed asset 
base.  Our debtor book represented 
52 days of sales on average (2012: 60 
days).  Within this the Managed Services 
division achieved a reduction to 39 debtor 
days (2012: 50 days) as the West African 
airport contract evolved. Creditors were 
reduced by approximately 33% to £1.46m 
due to a stronger cash position. Cash 
balances at 31 December were £0.71m 
(2012: £0.22m).

Debt movements in the year are 
explained in note 17 to these accounts. 
Borrowings were reduced by £1.5m 
as Synergy Capital were repaid in full 
and the entire balance £1.475m of the 
8% CLN issued in 2012 converted into 
equity at a rate of 27.5 pence. In June 
2013 £1.317m of new 10% convertible 
secured loan notes with a conversion 
price of 35p per pound of loan note 
were issued. Subsequently £0.5m of 
these were converted during the period 
leaving a principal amount of £0.79m 
outstanding at the balance sheet date.  
During the year a further £3.1m of funds 

“Margins continue to improve in the Managed Services 
division. This combined with our growing customer 
reputation and pipeline of airports with over 30m embarking 
passengers bode well for the future of the business”

Ian Selby
Chief Financial Offi cer
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issued at a price of 77p per share.

In line with Westminster’s strategy and 
the alignment with strategic partners, 
the Investor has been appointed as a 
Business Development Partner to the 
Group and has been granted 0.5m options 
over 10p ordinary shares in Westminster 
(“Options”). The Options have a strike 
price of 85p each and vest on delivery of 
certain revenue based milestones as set 
out below.

The Options vest on achievement 
of incremental recurring revenue 
performance milestones arising from 
business in our Managed Services division. 
0.3m Options vest on achievement of 
£5m of new Managed Services revenues 
directly generated by the Business 
Development Partner within 3 years and 
a further 0.2m vesting on delivery of an 
aggregate of £8m new recurring revenue 
directly generated by them within the 
same period. The Options have a life of 
8 years from date of grant, but will lapse 
after three years if the above revenue 
criteria are not achieved. A condition of 
the agreement is that revenue is defi ned 
in accordance with the Group’s standard 
revenue recognition policies and that it 
has also been paid in full. Westminster 
will be involved at all stages in client 
negotiations and product specifi cations 
and will have ultimate sanction over 
contractual terms.

Key Performance Indicators
The Group consistently monitors the 
likely level of future demand and interest 
in its products and services. The Managed 
Services division derives its revenues 
and cash fl ows based on the number of 
passengers using a facility such as an 
airport. As these are long term contracts 
the Board monitors the expected growth 

rate in volumes by reference to industry 
data, and focuses on the regional makeup 
of its sales pipeline.

The Technology division measures its 
sales activity by reference to the value 
of quotes issued against sales prospects 
which are currently active and dialogue is 
ongoing (“Quote Bank”) and by reference 
to the number of qualifi ed sales enquiries 
which are received on a monthly basis.

Ian Selby

Chief Financial Offi cer

29 May 2014

were raised by the issue of 7,754,421 
new ordinary 10p shares. The Company 
entered into an Equity Finance Facility 
(“EFF”) with Darwin Strategic Limited in 
April 2013, and during the period raising 
approximately £1.5m of the above. This 
means that £3.5m is still available should 
Westminster need it, and, its use is solely 
at our discretion. It should be noted 
that during the drawdown periods we 
increased the associated fl oor price to 
minimise shareholder dilution.

Consequently the shareholders equity 
position strengthened by £3.09m to 
£2.16m (2012: defi cit £0.93m).

Post Balance Sheet Events
On 26 February, Westminster issued 
10,000 new ordinary shares of 10p each 
in the Group, following the exercise 
of options by the widow of a former 
employee of the Company. 

On 24 March 2014, the Company issued 
and allotted 389,610 new ordinary 
shares of 10p each at a price of 77p per 
share, to a new strategic investor (the 
‘Investor’) who has signifi cant interests in 
emerging markets, raising £300,000.

This Investor is active in certain of 
the Company’s target high growth 
geographical markets. They are focussed 
on infrastructure and natural resources 
projects in these regions and can assist 
the Company in the development of long 
term regular business from the delivery 
of security contracts for the Company’s 
Managed Services division.

On the same day, Westminster received 
gross proceeds of £150,150 via a draw 
down on its Equity Financing Facility 
(“EFF”) with Darwin Strategic Limited. 
This was achieved by the issue of 195,000 
new ordinary shares of 10p each being 

May 2014 May 2013

Value of Quote Bank (£’m) 368 350

Average number of enquires 

per month

300 275

May 2014 May 2013

Annual number of embarking 

passengers at airports where 

Westminster is in discussion

33m 4.3m

Average growth rate in 

passengers

5.7% 5.6%

Potential fee per passenger $5-$50 $5-$50

2013 Divisional Analysis

The divisions through 
which the group operates 
are represented as 
follows.

 Technology 57.8%

  

39.6% Managed Services 

2.6%  Discontinued Operations 
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Lieutenant Colonel Sir Malcolm Ross GCVO, OBE - Non-Executive Chairman
Lieutenant-Colonel Sir Malcolm Ross GCVO OBE, was a member of the Royal Household of the Sovereign of 
the United Kingdom, and from 2006 to 2008, of the Prince of Wales.

Sir Malcolm was educated at Eton and Sandhurst. He served in the Scots Guards, holding the posts of 
Adjutant at the Royal Military Academy Sandhurst, and reached the rank of Lieutenant-Colonel in 1982.

Sir Malcolm joined the Royal Household in 1987 as Assistant Comptroller of the Lord Chamberlain’s Offi ce 
and Management Auditor. From 1989 to 1990 he was Secretary of the Central Chancery of the Orders of 
Knighthood. He was Comptroller of the Lord Chamberlain’s Offi ce 1991-2005, and became Master of the 
Household to the Prince of Wales in 2006. Since 1988 he has been an Extra Equerry to The Queen.

Peter Fowler - Chief Executive Offi cer
Peter has over 40 years experience operating within the security industry, with particular reference 
to the electronic protection sector. Peter started his career in the security industry in 1970, quickly 
progressing into senior management roles and has a long history of running successful companies having 
built and sold two security businesses, successfully carried out acquisitions and disposals and has held 
several senior positions in listed companies.

Peter joined Westminster as Managing Director in 1996, carried out an MBO of the business in 1998 and led 
the IPO on AIM in 2007. He is widely travelled and has developed an extensive network of contacts around 
the world, having met numerous senior governmental and military personnel in many of the countries in 
which Westminster operate.

Ian Selby - Chief Financial Offi cer
Ian is a Chartered Accountant with signifi cant board level experience of working with private and 
listed SME’s. He was previously the Group Finance Director of Zenith Hygiene Group plc where he 
was instrumental in executing a successful trade sale, and previously he was the CFO of Corero 
plc, a software company. He has extensive experience including M&A, fundraising, working capital 
improvements, debt renegotiation and operational fi nancial management. Earlier in his career he held 
international fi nance roles, including emerging markets in Halliburton Inc, Sybase Inc and Micro Focus 
plc. He qualifi ed as a Chartered Accountant with Coopers and Lybrand Deloitte and holds a degree in 
Physics from the University of Birmingham.

Roger Worrall - Commercial Director
Roger has over 40 years experience in the electrical and electronic installation and manufacturing 
industries. Roger began his career in the Royal Navy before joining an electrical company specialising in 
large scale electrical contracting. 

In 1975 Roger joined Menvier (Electronic Engineers) Limited, a forerunner to the Menvier-Swain Group Plc, 
an international supplier of fi re and safety systems, and was appointed a director in 1987. The Menvier-
Swain Group Plc grew to a global group of 18 companies. Roger was involved with the integration and the 
subsequent rationalisation of many of these companies.Roger remained with the Menvier-Swain Group 
until 1999, when he joined Westminster as a Director.

Stuart Fowler BEng (Hons) - Operations Director
Stuart has 16 years experience of the security industry and has been particularly involved in many of the 
more complex integrated security systems.

Stuart studied computing and business studies at University obtaining a Bachelor of Engineering 
Honours degree in 1996. After university Stuart successfully implemented several software 
development projects for listed companies before joining Westminster in 1998. Since that time Stuart 
has been instrumental in the design and implementation of many larger complex systems installed by 
Westminster and is now responsible for the Group’s operations and technical implementation worldwide.

Sir Michael Pakenham KBE, CMG - Non-Executive Director
Sir Michael Pakenham had a distinguished career in the British Diplomatic Service lasting nearly 40 years, 
during which time he held posts in Poland, Paris, Washington, New Delhi, Nairobi, Brussels, Luxembourg 
and London. Whilst in the Cabinet Offi ce in Whitehall he served for three years as Cabinet Secretary 
for Defence and Overseas Affairs, as Chairman of the Joint Intelligence Committee and as Intelligence 
Coordinator. He retired from the Service in 2003 at which point he was British Ambassador to Poland.

Sir Michael is member of the Council of Kings College, London University; and Trustee of the Chevening 
Estate.

Matthew Wood - Non-Executive Director
Matthew is an experienced non-executive director and has been providing consultancy services to the 
Group for some time. He is a member of the Group’s audit and remuneration committees. Matt qualifi ed 
with a First Class honours degree in Economics in 1996 and qualifi ed as a chartered accountant in 1999. 
He then joined the corporate fi nance department of Beeson Gregory Limited (now Evolution Securities) 
where he advised growing companies on a wide variety of capital market transactions, corporate 
development and regulatory issues. In 2006, Matt set up CMS Corporate Consultants Ltd, a Plc corporate 
advisory fi rm based in the City providing advisory services to small cap quoted companies, including 
Westminster.
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Principal activities
The Westminster Group is a specialist security group operating worldwide via an extensive international network of agents and offi ces 
in over 50 countries. The Group’s operating companies are structured into two vertically integrated operating divisions, Managed 
Services and Technology and the Group’s principal activity is the design, supply and ongoing support of advanced technology security 
solutions and the provision of long term managed services, consultancy and training services. Westminster’s customers are primarily 
Governments & Governmental Agencies, Non-Governmental Organisations & Blue Chip Commercial Organisations. Westminster has 
customers around the world and focusses on earlier stage market opportunities in emerging markets as we believe they offer the 
best opportunity for shareholder value to be created

Group Structure 
The Group operates in 2 vertically integrated divisions as well has having a central function for certain business development and 
corporate functions

Managed Services Division
The Managed Services division is focussed on providing long term recurring revenue, managed services contracts and the provision of 
manned services, consultancy, training and other similar supporting services. The division comprises primarily of Westminster Aviation 
Security Services Ltd and Longmoor Security Ltd. The detail of the business model is fully set out on pages 2 & 3 of this report.

Technology Division
The Technology Division is focussed on providing advanced technology led security solutions encompassing a wide range of 
surveillance, detection, tracking and interception technologies to governments and private organisations across the world. It  as an 
in-depth knowledge of the security technologies available which allows it to design innovative solutions using niche  technologies. 
The division comprises primarily of Westminster International Ltd and has a long track record of providing security services and 
technology to a broad range of blue chip clients ranging from banks and oil companies to the UK and overseas governments. This 
division is more fully explained on pages 4 & 5 of this report.

Principal Risks and Uncertainties
These are referenced along with key mitigation strategies on pages 16 and  17 of this report

Review of business, future developments and key performance indicators
This is set out in the Chairman’s Report on page 7, the Chief Executives Report on pages 8 to 11, and the Chief Financial Offi cer’s 
report on pages 12 and 13.

On behalf of the Board

P D Fowler  I Selby
Director   Director

29 May 2014
Registered number 3967650
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The Directors present their annual report and the audited fi nancial statements for the year ended 31 December 2013.

The Directors who held offi ce during the year were as follows

Executive Directors Non-Executive Directors
P D Fowler Lt Col Sir Malcolm Ross GCVO OBE
S P Fowler BEng (Hons) The Hon Sir Michael Pakenham KBE CMG
R W Worrall Matthew Wood BSC ACA
I R Selby BSC ACA

Risk management objectives and strategy
The Group’s corporate governance objective is to build a risk management framework across the group. Local operations prepare 
relevant local risk registers which are then reviewed by a committee of executive group management who then in turn report to 
the main board. Clear channels of communication exist to ensure that risk management objectives are communicated across the 
company and that risks are reported up to the board and relevant management. External auditors are used where necessary and the 
Group will consider the need to establish an internal audit process as the Group expands. This may include operational reviews (such 
as compliance with aviation security standards) as well as the traditional fi nancial and compliance aspects.

Risk: Westminster provides complex security solutions to organisations worldwide.  Failure to successfully deliver these projects 
could cause fi nancial loss or reputational damage.

Mitigation Strategies: Detailed scoping exercises are carried out ahead of a contract to ensure risks are identifi ed at the outset. 
This is carried out by experts with specialist knowledge and is subject to peer review. Financial modelling is used to understand the 
cash dynamics across a range of possible scenarios.  We ensure that there is a client obligation where appropriate to help make the 
project succeed and we have regular bilateral meetings with them. We seek manufacturer warranties from equipment suppliers 
where appropriate.

Risk: The Group has traditionally had a cash fl ow profi le which is highly dependent on large individual cash fl ows from individual 
projects, the timing of which can be diffi cult to determine. The Group’s international customers can be in territories with a history 
of diffi cult payments and potential bad debt. This could stress the Group’s liquidity. Occasionally the Group is required to issue 
performance bonds, the unfair calling of which could cause fi nancial loss.

The Group operates in multiple territories and is exposed to exchange rate movements. 

Mitigation Strategies: The Group is increasing the proportion of its business with its managed services division which has strong cash 
collection dynamics and recurring revenues and this gives greater visibility as to cash fl ow. Letters of Credit (which are confi rmed 
where necessary) are used to protect debt.  As the Group expands the Managed Services division then its exposure to debts of 
individual airlines will increase, and we are actively reviewing direct payment by IATA which would remove credit risk. The Company 
is reviewing the use of insurance to cover unfair calling of performance or other bonds.

Natural hedging is used where possible. The Group is reviewing moving to USD reporting as it believes the majority of its revenues 
will be USD denominated.  It is reviewing suitable hedging polices for GBP exposure.

Risk: Territories in which Westminster operates can have an environment of inappropriate business ethics including bribery.  
Westminster’s agent network allows it to extend its reach through local partners, who could have non-compatible business 
ethics. Such issues could cause loss of contracts, reputational damage and legal action (civil and/or criminal) to be taken against 
Westminster.

Mitigation Strategies: Westminster maintains a strict anti-bribery policy. Agents are (as well as staff) given training on this 
through series of Webinars. Agency and business development agreements have explicit terms regarding the need to comply with 
Westminster’s policies and that the need to comply with local and UK law is mandatory.  Westminster carries out detailed checks on 
partners ahead of signing major agreements. 

Risk: Westminster has projects in locations which are challenging due to political, economic, climatic and health issues. This can 
impact on the local operation and its employees.

Mitigation Strategies: The protection of our staff is key. Where necessary close protection is provided, comprehensive healthcare is 
in place as well as insurances such as medical evacuation. Briefi ngs are given to staff pre deployment. Disaster recovery plans are in 
place for key infrastructure.

Risk: Legal structures and governmental attitudes to contract law can be perceived in certain geographies to be somewhat different 
to those in the UK. This could lead to arbitrary termination of contracts without cause, seizure of assets and imposition of penalties.

Mitigation Strategies: Westminster believes that many territories which have historically been perceived to have a weak legal 
environment are now beginning to improve this as their economies develop.  Westminster uses local professional advisors to ensure 
compliance with local law and our local partners provide a means of dealing with local issues. We believe our strong reputation with 
the airlines and industry bodies such as ICAO would mean that the disruption to our security operations would concern the airline 
industry and the users of the airport.
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Risk: Westminster is a service business and this can by defi nition be perceived to have a lower barrier to entry. This could increase 
the risk of competition.

Mitigation Strategies: The Group believes that its strategy of being vertically integrated provides a strong differentiator. 
Furthermore the Group has  built a strong brand and a global network of agents which has taken some considerable time and 
investment. Furthermore Westminster has many successful project deliveries across its divisions.

Results and dividends
The Group’s results for the fi nancial year are set out in the consolidated statement of comprehensive income. The Directors do not 
recommend the payment of a dividend (2012: £nil).

Directors’ interests in share capital and share options
Details of the Directors’ interests in share capital and share options are contained in the Remuneration Committee report.

Other signifi cant interests in the Company
At 15 May 2014 those shareholders, other than Directors, who had disclosed to the Company an interest of more than 3 per cent of 
the issued share capital, are set out as follows.

Name of shareholder or nominee No of shares Holding %
Hamed Al Jamal 4,000,000 8.3
Easthorpe (IOM) Ltd 2,941,176 6.1
Northcote (IOM) Ltd 2,389,602 4.9

Policy on payments to suppliers
It is a policy of the Group in respect of all suppliers, where reasonably practical, to agree the terms of payment with those suppliers 
when agreeing the terms of each transaction and to abide by them.  The ratio of amounts owed by the Group to trade creditors at 
the year-end to total purchases during the year was 32 days (2012 : 84 days).

Share price
During 2013 the Company’s share price ranged from 28.3 to 94.3p and the share price at 31 December 2013 was 76p (2012: 28.9p).

Directors’ and offi cers’ liability insurance
The Company, as permitted by sections 234 and 235 of the Companies Act 2006, maintains insurance cover on behalf of the Directors 
and Company secretary indemnifying them against certain liabilities which may be incurred by them in relation to the Group.

Going Concern
The accounts are prepared on a going concern basis.  In assessing whether the going concern assumption is appropriate, management 
have taken into account all relevant available information about the future.  As part of its assessment, management have taken into 
account the profi t and cash forecasts, the continued support of the shareholders and Directors and management ability to affect 
costs and revenues.

Management regularly forecast results, fi nancial position and cash fl ows for the Group.  A worst case budget for 2014 and 2015 
has been prepared which includes revenues from major contracts that have already been secured by the end of May 2014, the 
predictable regular fl ow of smaller contracts, a much downgraded view of new Technology Division contracts and excludes 
incremental Managed Services contract wins.  Based upon these projections the Group has adequate working capital for the 12 
months following the date of signing these accounts.  For this reason they continue to adopt the going concern basis in preparing the 
fi nancial statements.

Auditor
In accordance with s489(4) of the Companies Act 2006 a resolution to reappoint Chantrey Vellacott DFK LLP as auditor will be 
proposed at the Annual General Meeting to beheld on 25 June 2014.

 In so far as each of the directors is aware

• There is no relevant audit information which the group’s auditor is unaware, and

• The directors have taken all steps that they ought to have taken to make themselves aware of any relevant audit information and 
to establish that the auditor is aware of that information.

The directors are responsible for the maintenance and integrity of the corporate and fi nancial information included on the group’s 
website.  Legislation in the United Kingdom governing the preparation and dissemination of fi nancial statements may differ from 
legislation in other jurisdictions.

On behalf of the Board

P D Fowler  I Selby
Director   Director

29 May 2014  Registered number 3967650
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The information contained in this report is unaudited except where specifi ed.

Introduction
As an AIM quoted company, the preparation of a Remuneration Committee report is not an obligation. The Group has, however, 
sought to provide information that is appropriate to its size and organisation.

Unaudited
The Remuneration Committee of the Board was established on admission of the Company to AIM in June 2007 and consists solely of 
the following Executive and Non-Executive Directors: 

• Lt. Col. Sir Malcolm Ross (Chairman)
• Peter Fowler
• Sir Michael Pakenham
• Matthew Wood 

The Remuneration Committee is responsible for establishing a formal and transparent procedure for developing policy on executive 
remuneration and to set the remuneration packages of individual Directors. This includes agreeing with the Board the framework 
for remuneration of the Chief Executive, all other Executive Directors and such other members of the executive management of the 
Company as it is designated to consider. It is furthermore responsible for determining the total individual remuneration packages of 
each Director, including, where appropriate, bonuses, incentive payments and share options. 

The Committee’s policy is to provide a remuneration package which will attract and retain Directors and management with the 
ability and experience required to manage the Group and to provide superior long-term performance. It is the aim of the Committee 
to reward Directors competitively and on the broad principle that their remuneration should be in line with the remuneration paid to 
senior management of comparable companies. There are four main elements of the remuneration package for Executive Directors: 
base salary, share options, benefi ts and annual bonus.

• Base salary is reviewed annually and in setting salary levels the Remuneration Committee considers the experience and 
responsibilities of the Executive Directors and their personal performance during the previous year. The Committee also takes 
account of external market data, as well as the rates of increases for other employees within the Group. 

• Share options are granted having regard to an individual’s seniority within the business and are designed to give Directors an 
interest in the increase in the value of the Group.

• Benefi ts primarily comprise the provision of health insurance and participation in the group life assurance scheme.

• All Executive Directors and executive management participate in the Group’s annual bonus scheme, which is based upon the 
assessment of individual performance, subject to the Group achieving certain fi nancial and operating targets. 

Meetings
The Remuneration Committee met twice during the year.

Options
The Group considers it important to incentivise employees and Directors through share incentive arrangements. The Group adopted 
the Share Option Scheme on 3 April 2007, under which it granted EMI options and unapproved options to certain employees and 
Directors over its ordinary shares. Options have been granted subsequently, as set out in note 24 as are the main terms of the option 
scheme. The Group believes that such schemes (as well as Long Term Incentive Plans) align executives with long term shareholder 
value.

Non-Executive Directors’ remuneration
Non-Executive Directors’ remuneration is determined by the Board as a whole, each refraining from determining his own 
remuneration. The fees paid to Non-Executive Directors are set at a level intended to attract individuals with the necessary 
experience and ability to make a signifi cant contribution to the Group. The service contracts of the Non-Executive Directors specify 
the following:

Non-Executive Directors Severance Notice Contractual Fees £
Lt. Col. Sir Malcolm Ross None 3 months 35,000
Sir Michael Pakenham None 3 months 24,000
Matthew Wood None 3 months 18,000

Matthew Wood is a director of CMS Corporate Consultants Limited (“CMS”) which provides corporate advisory services to the 
Company.  Since 1 January 2012, Mr Wood’s fees for acting as a non-executive director of the Company are £18,000 p.a., payable 
quarterly in arrears and CMS is retained on a monthly retainer for the provision of certain corporate services to the company at an 
annual rate of £22,000. There has been no change in this since 2012.
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Executive and Non-Executive Directors’ remuneration package and interest in share capital
Details of the Executive and Non-Executive Directors’ remuneration and interest in share capital for the year ended 31 December 
2013 are as follows:

Audited

Basic salary
/fee

Benefi ts in 
kind

Group national 
insurance cost Bonus Share Based 

Payment cost
Total cost of 
employment

Executive Directors £’000 £’000 £’000 £’000 £’000 £’000
P.D. Fowler 150 1 19 - - 170
S.P. Fowler 100 12 15 - - 127
R.W. Worrall 100 1 14 - - 115
I R Selby 100 - 14 - - 114
Total Executive Remuneration 450 14 62 - - 526

Non-Executive Directors
Lt. Col. Sir M. Ross 35 3 4 - 1 43
Sir Michael Pakenham 24 - 3 - - 27
Matthew Wood 18 - - - - 18
Non-Executive Remuneration 77 3 7 - 1 88

Total Board Remuneration 527 17 69 - 1 614

Mr Wood is a director of CMS Corporate Consulting Limited which provided advisory services to the company during the year totalling 
£30,190 which included £8,190 as additional consultancy fees around a corporate transaction (2012: nil).

The Executive and Non-Executive Directors who held offi ce during the year had no interests in the shares in, or debentures or loan 
stock of, the Company or any of its subsidiaries except for the following holdings of Ordinary shares in the Company:

Executive Directors and Non-Executive Directors Interest at end of year Interest at beginning of year 
Lt. Col. Sir M. Ross 120,884 120,884
P.D. Fowler and Mrs P J Fowler 6,361,794 6,361,794
S.P. Fowler 541,618 541,618
R.W. Worrall 2,152,522 2,152,522
Sir Michael Pakenham 83,334 83,334
I.R. Selby 166,667 166,667

In addition to the interests disclosed above, certain Executive and Non-Executive Directors have options to acquire ordinary shares in 
the Company granted under the Share Option Plan. Full details are as follows:

Number of options over ordinary shares of 10p each in the Company:

Directors 1 Jan 2013 Exercised 31 Dec 2013 Grant price Market price at 
date of grant

Date from which 
exercisable

Lt. Col. Sir M. Ross 67,862 - 67,862 67.5p 67.5p 21 Jun 09
S.P. Fowler 48,000 - 48,000 10.0p 5.7p 5 Apr 09
S.P. Fowler 15,000 - 15,000 34.5p 34.5p 25 Sep 11
R.W. Worrall 5,000 - 5,000 34.5p 34.5p 25 Sep 11
Sir Michael Pakenham 15,000 - 15,000 52.5p 52.5p 21 Apr 10
Sir Michael Pakenham 2,000 - 2,000 34.5p 34.5p 25 Sep 11

The mid market price of the shares at 31 December 2013 was 76p and the range during the year was 28.3p to 94.25p. 

On behalf of the Board

Lt. Col. Sir Malcolm Ross
Chairman of the Remuneration Committee
29 May 2014
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The Directors are committed to delivering high standards of corporate governance to the Group’s shareholders and other 
stakeholders including employees, suppliers and the wider community. As an AIM quoted company, full compliance with the UK 
Corporate Governance Code 2010 (“the Code”) is not a formal obligation. The Group has, however, sought to adopt the provisions of 
the Code that are appropriate to its size and organisation and establish frameworks for the achievement of this objective. The Board 
of Directors operates within the framework described below.

The Board
The Board sets the Group’s strategic aims and ensures that necessary resources are in place in order for the Group to meet its 
objectives. All members of the Board take collective responsibility for the performance of the Group and all decisions are taken 
in the interests of the Group. Whilst the Board has delegated the normal operational management of the Group to the Executive 
Directors and other senior management, there are detailed specifi c matters subject to decision by the Board of Directors. These 
include acquisitions and disposals, joint ventures and investments, projects of a capital nature and all signifi cant contracts. The Non-
Executive Directors have a particular responsibility to challenge constructively the strategy proposed by the Executive Directors; to 
scrutinise and challenge performance; to ensure appropriate remuneration and that succession planning arrangements are in place in 
relation to Executive Directors and other senior members of the management team. The senior executives enjoy open access to the 
Non-Executive Directors. 

The Chairman is responsible for leadership of the board and ensuring its effectiveness on all aspects of its role. The Chairman sets 
the Board’s agenda and ensures that adequate time is available for discussion of all agenda items, in particular strategic issues. 
The Chairman promotes a culture of openness and debate by facilitating the effective contribution of Non-Executive Directors in 
particular and ensuring constructive relations between Executive and Non-Executive Directors. The Chairman is also responsible for 
ensuring that the directors receive accurate, timely and clear information. The Chairman ensures effective communication with 
shareholders.

All directors are able to allocate suffi cient time to the Group to discharge their duties. There is a formal, rigorous and transparent 
procedure for the appointment of new directors to the Board. The search for Board candidates is conducted, and appointments 
made, on merit, against objective criteria and with due regard for the benefi ts of diversity on the board.

The Board is responsible for ensuring that a sound system of internal control exists to safeguard shareholders’ interests and the 
Group’s assets. It is responsible for the regular review of the effectiveness of the systems of internal control. Internal controls are 
designed to manage rather than eliminate risk and therefore even the most effective system cannot provide assurance that each 
and every risk, present and future, has been addressed. The key features of the system that operated during the year are described 
below.

Organisational structure and control environment
The Board of Directors meets at least six times a year to review the performance of the Group. It seeks to foster a strong ethical 
culture across the Group. There are clearly defi ned lines of responsibility and delegation of authority from the Board to the operating 
subsidiaries. The Directors of each trading subsidiary meet on a regular basis with normally at least two members of the Group Board 
in attendance.

Internal control

The key procedures which the Directors have established with a view to providing effective internal control are as follows:

•  Regular Board meetings to consider the schedule of matters reserved for Directors’ consideration;

•  A risk management process;

•  An established organisational structure with clearly defi ned lines of responsibility and delegation of authority;

•  Appointment of staff of the necessary calibre to fulfi l their allotted responsibilities; Comprehensive budgets, forecasts and 
business plans approved by the Board, reviewed on a regular basis, with performance monitored against them and explanations 
obtained for material variances; and

•  An Audit Committee of the Board, comprising Non-Executive Directors, which considers signifi cant fi nancial control matters as 
appropriate.  

There is currently no internal audit function in view of the size of the Group, although this is kept under annual review.

Risk management 
The Board has the primary responsibility for identifying the major risks facing the Group. The Board has adopted a schedule 
of matters which are required to be brought to it for decision, thus ensuring that it maintains full and effective control over 
appropriate strategic, fi nancial, organisational and compliance issues. The Board has identifi ed a number of key areas which are 
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subject to regular reporting to the Board. The policies include defi ned procedures for seeking and obtaining approval for major 
transactions and organisational changes.

Risk reviews are carried out by each subsidiary and reviewed annually as part of an ongoing risk assessment process. The focus of 
the reviews is to identify the circumstances, both internally and externally, where risks might affect the Group’s ability to achieve 
its business objectives. The management of each subsidiary periodically reports to the Board any new risks. In addition to risk 
assessment, the Board believes that the management structure within the Group facilitates free and rapid communication across 
the subsidiaries and between the Group Board and those subsidiaries and consequently allows a consistent approach to managing 
risks. Certain key functions are centralised, enabling the Group to address risks to the business present in those functions quickly and 
effi ciently.

Corporate responsibility
The Board is very aware of the importance of its corporate responsibilities, particularly in terms of ensuring that high standards of 
behaviour are maintained wherever the Group is operating. The following principles and processes have been established for that 
purpose:

• Only supply goods and services that improve people’s safety and security – no offensive activities;

• ISO 9001:2008 certifi ed;

• ISO 14001:2004 environmental management system certifi cation;

• Members of ADS Aerospace, Defence & Security Association; 

• Operate a strict ethical policy with both staff and agents within the principles of CIS (Common Industry Standard) produced by 
the Aerospace and Defence Organisation of Europe; 

• Comply with UK and International Export Controls criteria – key staff have attended required courses; 

• Providing valuable employment and investment opportunities in third world areas; 

• Promoting environmental solutions – e.g. solar street lighting, oil leak detection etc;

• Providing speakers at conferences & seminars, referenced by press & media; 

• Supporting and assisting local and international charities; and

• The Group maintains a stringent anti-bribery policy and complies with both UK and local statutes

Financial planning, budgeting and monitoring
The Group operates a planning and budgeting system with an annual budget approved by the Board. There is a fi nancial reporting 
system which compares results with the budget and the previous year on a monthly basis to identify any variances from approved 
plans. Rolling cash fl ow forecasts form part of the reporting system. The Group remains alert to react to other business opportunities 
as they arise.

Capital management policies and procedures
The Group’s capital management objectives are:

• To ensure the Group’s ability to continue as a going concern; and

• To provide an adequate return to shareholders.

The Group monitors capital on the basis of the carrying amount of equity plus its convertible loan, less cash and cash equivalents as 
presented on the face of the statement of fi nancial position.

The Group sets the amount of capital in proportion to its overall fi nancing structure, i.e. equity and fi nancial liabilities other than 
its convertible loan. The Group manages the capital structure and makes adjustments to it in the light of changes in economic 
conditions and the risk characteristics of the underlying assets. In order to maintain or adjust the capital structure, the Group may 
adjust the amount of dividends paid to shareholders, return capital to shareholders, issue new shares, or sell assets to reduce debt.

There is no requirement for the Group to maintain a strong capital base for each of its UK subsidiaries and therefore each subsidiary 
is fi nanced by inter-company debt from the parent company. These policies have not changed in the year. The Directors believe that 
they have been able to meet their objectives in managing the capital of the Group.

Non-Executive Directors
The Non-Executive Directors are considered by the Board to be independent in character and judgement and there are not 
considered to be any circumstances that are likely to affect their judgement as Directors of the Group. Sir Malcolm and Sir Michael 
both hold shares in the Company and have been awarded share options in the Company. These interests in the share capital of the 
Company are not considered to be likely to affect their judgement as Directors of the Group. Matthew Wood does not hold either 
shares or options in the organisation.
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Directors’ responsibilities statement
The Directors are responsible for preparing the Directors’ report and the fi nancial statements in accordance with applicable law and 
regulations.

Company law requires the directors to prepare group and parent company fi nancial statements for each fi nancial year. Under that 
law the directors have prepared the fi nancial statements in accordance with International Financial Reporting Standards as adopted 
by the European Union (IFRSs).  Under company law the directors must not approve the fi nancial statements unless they are satisfi ed 
that they give a true and fair view of the state of affairs and profi t or loss of the company and group for that period.  In preparing 
these fi nancial statements, the directors are required to

• Select suitable accounting policies and then apply the consistently

• Make judgements and accounting  estimates that are reasonable and prudent

• State whether applicable IFRSs have been followed, subject to any material departures disclosed and explained in the fi nancial 
statements

• Prepare the fi nancial statements on the going concern basis unless it is inappropriate to presume that the company will continue 
in business.

The directors are responsible for keeping adequate accounting records that are suffi cient to show and explain the company’s 
transactions and disclose with reasonable accuracy at any time the fi nancial position of the company and the group and enable them 
to ensure that the fi nancial statements comply with the Companies Act 2006.  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.

On behalf of the Board

P D Fowler  I Selby
Director   Director

29 May 2014



Westminster Group plc  I  Annual Report & Accounts 2013

INDEPENDENT AUDITOR’S REPORT TO THE
MEMBERS OF WESTMINSTER GROUP PLC 23

We have audited the group and parent company fi nancial statements (the “fi nancial statements”) of Westminster Group Plc for the 
year ended 31 December 2013 which comprise the Consolidated Statement of Comprehensive Income, the Consolidated  and Parent 
Company Statements of Financial Position, the Consolidated and Parent Company Statements of Changes Equity, the Consolidated 
and Parent Company Statements of Cash Flows, and the related notes. The fi nancial reporting framework that has been applied in 
their preparation is applicable law and International Financial Reporting Standards (IFRS) as adopted by the European Union and, as 
regards the parent company fi nancial statements, as applied in accordance with the provisions of the Companies Act 2006.

This report is made solely to the Company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act 
2006.  Our audit work has been undertaken so that we might state to the Company’s members those matters we are required to 
state to them in an auditors’ report and for no other purpose.  To the fullest extent permitted by law, we do not accept or assume 
responsibility to anyone other than the Company and the Company’s members as a body, for our audit work, for this report, or for 
the opinions we have formed.

Respective responsibilities of directors and auditors
As explained more fully in the Statement of Directors’ Responsibilities, the Directors are responsible for the preparation of the 
fi nancial statements and for being satisfi ed that they give a true and fair view. Our responsibility is to audit and express an opinion 
on the fi nancial statements in accordance with applicable law and International Standards on Auditing (UK and Ireland). Those 
standards require us to comply with the Auditing Practices Board’s Ethical Standards for Auditors.

Scope of the audit of the fi nancial statements
An audit involves obtaining evidence about the amounts and disclosures in the fi nancial statements suffi cient to give reasonable 
assurance that the fi nancial statements are free from material misstatement, whether caused by fraud or error. This includes an 
assessment of: whether the accounting policies are appropriate to the Group’s and Parent Company’s circumstances and have been 
consistently applied and adequately disclosed; the reasonableness of signifi cant accounting estimates made by the directors; and the 
overall presentation of the fi nancial statements. In addition, we read all the fi nancial and non-fi nancial information in the Annual 
Report to identify material inconsistencies with the audited fi nancial statements and to identify any information that is apparently 
materially incorrect based on, or materially inconsistent with, the knowledge acquired by us in the course of performing the audit. If 
we become aware of any apparent material misstatements or inconsistencies we consider the implications for our report. 

Opinion on fi nancial statements
In our opinion:

• the fi nancial statements give a true and fair view of the state of the Group’s and of the Parent Company’s affairs as at 31 
December 2013 and of the Group’s loss for the year then ended;

• the Group fi nancial statements have been properly prepared in accordance with IFRS as adopted by the European Union;

• the Parent Company fi nancial statements have been properly prepared in accordance with IFRS as adopted by the European 
Union and as applied in accordance with the provisions of the Companies Act 2006; and

Opinion on other matters prescribed by the Companies Act 2006
In our opinion:

• the information given in the Strategic Report and Chief Executive Offi cer’s Report for the fi nancial year for which the fi nancial 
statements are prepared is consistent with the fi nancial statements.
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Matters on which we are required to report by exception
We have nothing to report in respect of the following matters except where:

The Companies Act 2006 requires us  to report to you if, in our opinion:

• adequate accounting records have not been kept; or

• certain disclosures of directors’ remuneration specifi ed by law are not made; or

• we have not received all the information and explanations we require for our audit

PAUL FENNER 
Senior Statutory Auditor
for and on behalf of CHANTREY VELLACOTT DFK LLP
Chartered Accountants and Statutory Auditor
Birmingham

29 May 2014
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2013 2012

Note £’000 £’000

Revenue - Continuing Operations 7,427 7,910

Revenue - Discontinued Operations 202 1,552

REVENUE 3 7,629 9,462

Cost of sales (4,434) (5,925)

Gross Profi t - Continuing Operations 3,138 2,949

Gross Profi t - Discontinued Operations 57 588

GROSS PROFIT 3,195 3,537

Administrative expenses (5,098) (4,748)

LOSS FROM OPERATIONS 6 (1,903) (1,211)

Analysis of operating loss

Loss from operations (1,903) (1,211)

Depreciation & amortisation (257) (133)

Operating loss from discontinued operations 10 (370) (365)

Add back non operating cost adjustments  & Operating Exceptionals 4 (474) (496)

EBITDA Loss from underlying operations (802) (217)

Financing Charges 5 (88) (439)

 

LOSS BEFORE TAXATION (1,991) (1,650)

Taxation 7 (9) 46

Loss for the year from continuing operations (1,630) (1,239)

Loss for the year from discontinued operations 10 (370) (365)

LOSS ATTRIBUTABLE TO EQUITY SHAREHOLDERS (2,000) (1,604)

TOTAL COMPREHENSIVE EXPENSE FOR THE YEAR ATTRIBUTABLE TO EQUITY SHAREHOLDERS (2,000) (1,604)

LOSS PER SHARE:

Loss per share from continuing operations 9 (4.09) (4.00)

Loss per share from discontinued operations 9 (1.00) (1.10)

LOSS PER SHARE (5.09) (5.10)

The accompanying notes form part of these fi nancial statements.
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Group Company
2013 2012 2013 2012

 Note £’000 £’000 £’000 £’000

Goodwill 11 397 397 - -

Other intangible assets 12 14 28 3 8

Property, plant and equipment 13 1,687 1,487 961 930

Investment in subsidiaries 15 - - 5,058 4,745

TOTAL NON-CURRENT ASSETS 2,098 1,912 6,022 5,683

Inventories 19 103 77 - -

Trade and other receivables 20 1,416 1,421 273 106

Cash and cash equivalents 22 707 221 482 -

TOTAL CURRENT ASSETS 2,226 1,719 755 106

Assets held for sale - discontinued operations - 172 - -

TOTAL ASSETS 4,324 3,803 6,777 5,789

Share capital 23 4,695 3,257 4,695 3,257

Share premium 7,123 3,654 7,123 3,654

Merger relief reserve 299 299 299 299

Share based payment reserve 89 56 89 56

Equity reserve on convertible loan note 25 144 - - -

Revaluation reserve 134 134 134 134

Retained earnings (10,325) (8,325) (6,035) (4,933)

TOTAL SHAREHOLDERS’ EQUITY 2,159 (925) 6,305 2,467

Trade and other payables 21 & 26 - 50 - 50

Borrowings 25 651 2,147 - 2,147

Embedded derivative 17 - 295 - 295

Deferred tax liabilities 18 53 53 53 53

TOTAL NON-CURRENT LIABILITIES 704 2,545 53 2,545

Borrowings 25 - -  - 146

Trade and other payables 26 1,461 2,183 419 631

TOTAL CURRENT LIABILITIES 1,461 2,183 419 777

TOTAL LIABILITIES 2,165 4,728 472 3,322

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY 4,324 3,803 6,777 5,789

The accompanying notes form part of these fi nancial statements. The Group and Company fi nancial statements were approved by the 
Board and authorised for issue on 29 May 2014 and signed on their behalf by

P D Fowler   I R Selby
Director    Director

Registered number 3967650
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Share 
capital

Share 
premium

Merger 
relief 

reserve

Share based 
payment 
reserve

Revaluation 
reserve

Equity 
reserve on 

Convertible 
Loan Note

Retained 
earnings Total

£’000 £’000 £’000 £’000 £’000 £’000 £’000

        

AS OF 1 JANUARY 2013 3,257 3,654 299 56 134 - (8,325) (925)

Share based payment charge - - - 33 - - - 33

Other share issues 1,438 3,670 - - - - - 5,108

Cost of  other share issues - (201) - - - - - (201)

Arising in the Year (note 25)  - - - - - 144 - 144

TRANSACTIONS WITH OWNERS 1,438 3,469 - 33 - 144 - 5,084

Total comprehensive expense 
for the year - - - - - - (2,000) (2,000)

       

AS AT 31 DECEMBER 2013 4,695 7,123 299 89 134 144 (10,325) 2,159

AS OF 1 JANUARY 2012 2,963 3,449 299 33 134 - (6,721) 157

Share based payment charge - - - 23 - - - 23

Other share issues 294 205 - - - - - 499

TRANSACTIONS WITH OWNERS 294 205 - 23 - - - 522

0

Total comprehensive expense 
for the year - - - - - - (1,604) (1,604)

AS AT 31 DECEMBER 2012 3,257 3,654 299 56 134 - (8,325) (925)
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Share 
capital

Share 
premium

Merger 
relief 

reserve

Share based 
payment 
reserve

Revaluation 
reserve

Retained 
earnings Total

£’000 £’000 £’000 £’000 £’000 £’000 £’000

        

AS OF 1 JANUARY 2013 3,257 3,654 299 56 134 (4,933) 2,467

Share based payment charge - - - 33 - - 33

Other share issues 1,438 3,670 - - - - 5,108

Cost of  other share issues - (201) - - - - (201)

TRANSACTIONS WITH OWNERS 1,438 3,469 - 33 - - 4,907

Total comprehensive expense for the year - - - - - (1,102) (1,102)

AS AT 31 DECEMBER 2013 4,695 7,123 299 89 134 (6,035) 6,305

AS OF 1 JANUARY 2012 2,963 3,449 299 33 134 (3,944) 2,934

Share based payment charge - - - 23 - - 23

Other share issues 294 205 - - - - 499

TRANSACTIONS WITH OWNERS 294 205 - 23 - - 522

Total comprehensive expense for the year - - - - - (989) (989)

AS AT 31 DECEMBER 2012 3,257 3,654 299 56 134 (4,933) 2,467
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Group Company
2013 2012 2013 2012

Note £’000 £’000 £’000 £’000

LOSS BEFORE TAXATION (1,991) (1,650) (1,103) (1,035)

Adjustments 27 565 706 1,048 1,405

Net changes in working capital 27 (794) 4 (430) 303

NET CASH (USED IN) /FROM OPERATING ACTIVITIES (2,220) (940) (485) 673

INVESTING ACTIVITIES:

Purchase of property, plant and equipment (457) (633) (51) (22)

Purchase of intangible assets (5) (12) (2) -

Proceeds from disposal of fi xed assets and subsidiaries 72 - - -

Advances to subsidiaries - - (1,990) (2,068)

CASH FLOW USED IN INVESTING ACTIVITIES (390) (645) (2,043) (2,090)

FINANCING ACTIVITIES:

Gross proceeds from the issues of Ordinary shares 3,081 499 3,081 499

Costs of share issues (201) - (201) -

Proceeds from the issue of convertible loan notes 1,118 1,380 1,118 1,380

Costs associated with the issue of convertible loan 
notes (108) - (108) -

Repayment of short term borrowings (704) (150) (704) (150)

Interest paid (90) (337) (30) (337)

CASH FLOW FROM FINANCING ACTIVITIES 3,096 1,392 3,156 1,392

Net change in cash and cash equivalents 486 (193) 628 (25)

CASH AND EQUIVALENTS AT BEGINNING OF YEAR 221 414 (146) (121)

CASH AND EQUIVALENTS AT END OF YEAR 22 707 221 482 (146)

The accompanying notes form part of these fi nancial statements.

CONSOLIDATED AND COMPANY CASH FLOW STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2013 29
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1. General information and nature of operations

Westminster Group plc (“the Company”) was incorporated on 7 April 2000 and is domiciled and incorporated in the United 
Kingdom and quoted on AIM.  The Group’s fi nancial statements for the year ended 31 December 2013 consolidate the individual 
fi nancial statements of the Company and its subsidiaries (together referred to as “the Group”). Westminster Group plc and 
its subsidiaries design, supply and provide on-going advanced technology solutions and services to governmental and non-
governmental organisations on a global basis

2. Summary of signifi cant accounting policies

Basis of preparation

The Group fi nancial statements have been prepared and approved by the Directors in accordance with International Financial 
Reporting Standards (“IFRS”) as adopted by the European Union.  The Company has elected to prepare its parent company 
fi nancial statements in accordance with IFRS as adopted by the European Union.

The fi nancial information is presented in the Company’s functional currency, which is Great British Pounds (‘GBP’) since that is 
the currency in which the majority of the Group’s transactions are denominated.

As permitted by the Companies Act 2006 s408, a separate profi t and loss account for the Company has not been included in 
these fi nancial statements.  The loss presented in the fi nancial statements of the Company is £1,102,000 (2012 £989,000).

Basis of measurement

The fi nancial statements have been prepared under the historical cost convention with the exception of certain items which are 
measured at fair value as disclosed in the accounting policies below.

Consolidation

(i) Basis of consolidation

The consolidated fi nancial statements comprise the fi nancial statements of Westminster Group plc and its subsidiaries for the 
year ended 31 December 2013.

(ii) Subsidiaries

Subsidiaries are entities controlled by the Company.  Control exists when the Company has the power, directly or indirectly, to 
govern the fi nancial and operating policies of an entity so as to obtain benefi ts from its activities.  In assessing control, potential 
voting rights that presently are exercisable or convertible are taken into account.  Subsidiaries are fully consolidated using the 
purchase method of accounting from the date that control commences until the date that control ceases.   Accounting policies 
of subsidiaries have been adjusted where necessary to ensure consistency with the policies adopted by the Group.

(iii) Transactions eliminated on consolidation

Intragroup balances and any unrealised gains and losses or income and expenses arising from intragroup transactions are 
eliminated in preparing the consolidated fi nancial statements.

(iv) Company fi nancial statements

Investments in subsidiaries are carried at cost less provision for any impairment.  Dividend income is recognised when the right 
to receive payment is established.

Business combinations

For business combinations occurring since 1 January 2010, the requirements of IFRS 3R have been applied (see above).  The 
consideration transferred by the Group to obtain control of a subsidiary is calculated as the sum of the acquisition date fair 
values of assets transferred, liabilities incurred and the equity interests issued by the Group, which includes the fair value of 
any asset or liability arising from a contingent consideration arrangement.  Acquisition costs are expensed as incurred.

The Group recognises identifi able assets acquired and liabilities assumed in a business combination regardless of whether they 
have been previously recognised in the acquiree’s fi nancial statements prior to the acquisition.  Assets acquired and liabilities 
assumed are generally measured at their acquisition date fair values.

Goodwill is stated after separate recognition of identifi able intangible assets.  It is calculated as the excess of the sum of a) fair 
value of consideration transferred, b) the recognised amount of any non-controlling interest in the acquiree and c) acquisition 
date fair value of any existing equity interest in the acquiree, over the acquisition date fair value of identifi able net assets.  If 
the fair values of identifi able net assets exceed the sum calculated above, the excess amount (i.e. gain on a bargain purchase) is 
recognised in profi t or loss immediately.
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Foreign currency

Transactions in foreign currencies are translated at the foreign exchange rate ruling at the date of the transaction (spot 
exchange rate).  Foreign exchange gains and losses resulting from the settlement of such transactions and from the re-
measurement of monetary items at year-end exchange rates are recognised in profi t or loss.  Non-monetary items measured at 
historical cost are translated using the exchange rates at the date of the transaction and not subsequently retranslated.

Foreign exchange gains and losses are recognised in arriving at profi t before interest and taxation (see Note 6).

Segmental reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief decision-maker.  The 
chief decision-maker has been identifi ed as the Executive Board, at which level strategic decisions are made.

An operating segment is a component of the Group

• That engages in business activities from which it may earn revenues and incur expenses,

• Whose operating results are regularly reviewed by the entity’s chief operating decisions maker to make decisions about 
resources to be allocated to the segment and assess its performance, and

• For which discrete fi nancial information is available.

Revenue

Revenue comprises the fair value of the consideration received or receivable for the sale of products and services, net of value 
added tax, rebates and discounts and after eliminating sales within the Group.  Revenue is recognised as follows:

(i)  Supply of products

Revenue in respect of the supply of products is recognised when title effectively passes to the customer.

(ii)  Supply and installation contracts and supply of services

Where the outcome can be estimated reliably in respect of long-term contracts and contracts for on-going services, revenue 
represents the value of work done in the period, including estimates of amounts not invoiced.  Revenue in respect of long-
term contracts and contracts for on-going services is recognised by reference to the stage of completion, where the stage of 
completion can be assessed with reasonable accuracy.  This is assessed by reference to the estimated project costs incurred 
to date compared to the total estimated project costs.  Revenue is calculated to refl ect the substance of the contract, and 
is reviewed on a contract-by-contract basis, with revenues and costs at each divisible stage refl ecting known inequalities of 
profi tability.  Where a contract is loss making, the full loss is recognised immediately. Managed Services income is recognised on 
the basis of the volume of passengers and freight.

(iii)  Maintenance income

Revenues in respect of the supply of maintenance contracts are recognised on a straight line basis over the life of the contract.  
The unrecognised portion of maintenance income is included within trade and other payables as deferred income.

(iv)  Close protection services

Revenues in respect of close protection services are recognised when the service is provided to the client.

(v)  Training courses

Revenues in respect of training courses are recognised when the trainees attend the courses.

Operating expenses

Operating expenses are recognised in profi t or loss upon utilisation of the service or at the date of their origin.  Expenditure for 
warranties is recognised and charged against the associated provision when the related revenue is recognised. Certain items 
have been disclosed as operating exceptional due to their size and their separate disclosure should enable better understanding 
of the fi nancial dynamics

Interest income and expenses

Interest income and expenses are reported on an accrual basis using the effective interest method.

Goodwill

Goodwill represents the excess of the acquisition cost in a business combination over the fair value of the Group’s share of the 
identifi able net assets acquired.  Goodwill is carried at cost less accumulated impairment losses.

 31
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Other intangible assets

Acquired intangibles that are as a result of a business combination are recorded at fair value and, are amortised on a straight 
line over the expected useful lives.

Other intangible assets comprise website costs and licences.  Website costs are capitalised and amortised on a straight line basis 
over 5 years, the expected economic life of the asset.  Licences comprised the fair value of the Alarm Receiving Centre which 
was acquired with the NACOSS gold approval licensed by the national security inspectorate as part of CTAC and its carrying value 
was written off during the prior year and was transferred to assets held for sale.

Property, plant and equipment

Land and buildings held for use are held at their revalued amounts, being the fair value on the date of revaluation, less any 
subsequent accumulated depreciation.  Revaluations are performed with suffi cient regularity such that the carrying amount does 
not differ materially from that which would be determined using fair values at the balance sheet date.

Any revaluation increase arising on the revaluation of such land and buildings is recognised in other comprehensive income, 
except to the extent that it reverses a revaluation decrease for the same asset previously recognised as an expense, in which 
case the increase is credited to the profi t or loss to the extent of the decrease previously charged.  A decrease in carrying 
amount arising on the revaluation of land and buildings is charged as an expense to the extent that it exceeds the balance, if 
any, held in the revaluation reserve relating to a previous revaluation of that asset.

Depreciation on revalued buildings is charged to the statement of comprehensive income.

Plant and equipment, offi ce equipment, fi xtures and fi ttings and motor vehicles are stated at cost less accumulated depreciation 
and any recognised impairment loss.

Depreciation is charged so as to write off the cost or valuation of assets to their residual value over their estimated useful lives, 
using the straight-line method, at the following rates.

Rate
Freehold buildings 2%
Plant and equipment 20% to 25%
Offi ce equipment, fi xtures & fi ttings 20% to 33%
Motor vehicles 20%

Leases

Leases are classifi ed as fi nance leases whenever the terms of the lease transfer substantially all the risks and rewards of 
ownership to the lessee.  All other leases are classifi ed as operating leases.

Assets held under fi nance leases are recognised as assets of the Group at their fair value or, if lower, at the present value of the 
minimum lease payments, each determined at the inception of the lease.  The corresponding liability to the lessor is included 
in the balance sheet as a fi nance lease obligation.  Lease payments are apportioned between fi nance charges and reduction 
of lease obligation so as to achieve a constant rate of interest on the remaining balance of the liability.  Finance charges are 
charged directly against income, unless they are directly attributable to qualifying assets, in which case they are capitalised.

Rentals payable under operating leases are charged to income on a straight-line basis over the term of the relevant lease.

Impairment on non-fi nancial assets

At each reporting date, the Group reviews the carrying amounts of its non-current 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 in order to determine the extent of the impairment loss (if any).  Recoverable amount is the higher of fair value 
less costs to sell and value in use.  If the recoverable amount of an asset is estimated to be less than its carrying amount, the 
carrying amount of the asset is reduced to its recoverable amount.  An impairment loss is recognised as an expense immediately, 
unless the relevant asset is carried at a revalued amount, in which case the impairment loss is treated as a revaluation 
decrease.  Where an impairment loss subsequently reverses, the carrying amount of the asset 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 in prior years.  

Financial instruments

Financial assets

The Group’s fi nancial assets include cash and cash equivalents and loans and other receivables.  All fi nancial assets are 
recognised when the Group becomes party to the contractual provisions of the instrument.  All fi nancial assets are initially 
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recognised at fair value, plus transactions costs.  They are subsequently measured at amortised cost using the effective interest 
method, less any impairment losses.  Any changes in value are recognised in the Statement of Comprehensive Income.  Interest 
and other cash fl ows resulting from holding fi nancial assets are recognised in the Statement of Comprehensive Income when 
received, regardless of how the related carrying amount of fi nancial assets is measured.

Loans and other receivables are provided against when objective evidence is received that the Group will not be able to collect 
all amounts due to it in accordance with the original terms of the receivables.  The amount of the write-down is determined as 
the difference between the asset’s carrying amount and the present value of estimated future cash fl ows.

Cash and cash equivalents comprise cash at bank and deposits and bank overdrafts.  Bank overdrafts are shown within 
borrowings in current liabilities.

Financial liabilities

The Group’s fi nancial liabilities comprise trade and other payables and borrowings.  All fi nancial liabilities are recognised 
initially at their fair value and subsequently measured at amortised cost using the effective interest method.  Financial 
liabilities are derecognised when they are extinguished, discharged, cancelled or expire.

The convertible loan option leads to a potentially variable number of shares, therefore it has been accounted for as a host debt 
with an embedded derivative.  The embedded derivative is accounted for at fair value through profi t and loss at each reporting 
date. The host debt is calculated at amortised cost.

Financial liabilities and equity instruments issued by the Group are classifi ed according to the substance of the contractual 
arrangements entered into and the defi nitions of a fi nancial liability and an equity instrument.  An equity instrument is any 
contract that evidences a residual interest it the assets of the Group after deducting all of its liabilities.  The accounting policies 
adopted in respect of fi nancial liabilities are set out below.

Other fi nancial liabilities

Other fi nancial liabilities include other payables and bank loans and are recognised initially at fair value and subsequently 
measured at amortised cost, using the effective interest method.

Financial liabilities are recognised when the Group becomes a party to the contractual agreements of the instrument.  All 
interest related charges are recognised as an expense in “fi nance cost” in the Statement of Comprehensive Income.  Trade 
and other payables are recognised initially at their fair value and subsequently measured at amortised cost using the effective 
interest method.

Derivative fi nancial instruments and hedging

Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are subsequently re-
measured at their fair value at each balance sheet date, with movements to the Statement of Comprehensive Income.  The 
Group has not used forward foreign currency contracts during the year. 

Inventories

Inventories are stated at the lower of cost and net realisable value.  Costs of ordinarily interchangeable items are assigned 
using the fi rst in, fi rst out cost formula.  Costs principally comprise of materials and bringing them to their present location.  
Net realisable value represents the estimated selling price less all estimated costs to completion and costs to be incurred in 
marketing, selling and distribution.

Taxation

The tax expenses represent the sum of the tax currently payable and deferred tax.  Current and deferred tax are recognised as 
an expense or income in profi t or loss, except in respect of items dealt with through equity, in which case the tax is also dealt 
with through equity.

The tax currently payable is based on taxable profi t for the year.  Taxable profi t differs from net profi t as reported in the 
Statement of Comprehensive Income because it excludes items of income or expense that are taxable or deductible in other 
years and it further excludes items that are never taxable or deductable.  The Group’s liability for current tax is calculated by 
using tax rates that have been enacted or substantively enacted by the balance sheet date.

Deferred tax is the tax expected to be payable or recoverable on material differences between the carrying amount of assets 
and liabilities in the fi nancial statements and the corresponding tax bases used in the computation of taxable profi t, and 
is accounted for using the balance sheet liability method.  Deferred tax liabilities are recognised for all taxable temporary 
differences and deferred tax assets are recognised to the extent that it is probable that taxable profi ts will be available 
against which deductible temporary differences can be utilised.  Such assets and liabilities are not recognised if the temporary 
difference arises from the initial recognition of goodwill or from the initial recognition (other than in a business combination) of 
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other assets and liabilities in a transaction which affects neither the tax profi t not the accounting profi t.

Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short-term highly liquid investments 
with original maturities of three months or less, and bank overdrafts.  Bank overdrafts are offset against cash balances and a net 
cash balance is presented. 

Equity, reserves and dividend payments

Share capital represents the nominal value of shares that have been issued.

Share premium includes any premiums received on issue of share capital.  Any transaction costs associated with the issuing of 
shares are deducted from share premium, net of any related income tax benefi ts.

Merger relief reserve includes any premiums on issue of share capital as part or all of the consideration in a business 
combination.

The share based payment reserve represents equity-settled share-based employee remuneration until such share options are 
exercised or lapse.

The revaluation reserve within equity comprises gains and losses due to the revaluation of property, plant and equipment.

Retained earnings include all current and prior period retained profi ts and losses.

Dividend distributions payable to equity shareholders are included in liabilities when the dividends have been approved in a 
general meeting prior to the reporting date.

Defi ned contribution pension scheme

The Group operates a defi ned contribution pension scheme for employees.  However, no contributions have yet been made to 
the scheme.  If contributions were made, then the assets of the scheme would be held separately from those of the Group, the 
pension cost would be charged against profi ts to represent the amounts payable by the Group or Parent Company and would 
be expensed as it becomes payable. The Group is subject to pension auto-enrolment from 2015 onwards. Local labour in Africa 
benefi t from a termination payment on leaving employment. The expected value of this is accrued on a monthly basis.

Shared-based compensation (Employee Based Benefi ts)

The Group operates an equity-settled share-based compensation plan.  The fair value of the employee services received in 
exchange for the grant of options is recognised as an expense over the vesting period, based on the Group’s estimate of awards 
that will eventually vest, with a corresponding increase in equity as a share based payment reserve.  For plans that include 
market based vesting conditions, the fair value at the date of grant refl ects these conditions and are not subsequently revisited.  

Fair value is determined using Black-Scholes option pricing models.  Non-market based vesting conditions are included in 
assumptions about the number of options that are expected to vest.  At each balance sheet date, the number of options that 
are expected to vest is estimated.  The impact of any revision of original estimates, if any, is recognised in profi t or loss, with a 
corresponding adjustment to equity, over the remaining vesting period.

The proceeds received when vested options are exercised, net of any directly attributable transaction costs, are credited to 
share capital (nominal value) and share premium. 

Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result of a past event which it is 
probable will result in an outfl ow of economic benefi ts that can be reliably estimated.

SIGNIFICANT MANAGEMENT JUDGEMENTS IN APPLYING ACCOUNTING POLICIES

The following are signifi cant management judgements in applying the accounting policies of the Group that have the most 
signifi cant effect on the fi nancial statements.

Revenue recognition

Recognition of income is considered appropriate when all signifi cant risks and rewards of ownership are transferred to third 
parties.  In respect of long-term contracts and contracts for on-going services, turnover represents the value of work done in 
the year, including estimates of amounts not invoiced.  Turnover in respect of long-term contracts and contracts for on-going 
services is recognised by reference to the stage of completion, where the stage of completion can be assessed with reasonable 
accuracy.  In this process management make signifi cant judgements about milestones, actual work performed and the estimated 
costs to complete the work.  Revenue is calculated to refl ect the substance of the contract, and it reviewed on a contract-by-
contract basis, with revenues and costs at each divisible stage refl ecting known inequalities of profi tability.
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Estimation uncertainty

When preparing the fi nancial statements management undertakes a number of judgements, estimates and assumptions about 
recognition and measurement of assets, liabilities, income and expenses. The actual results are likely to differ from the 
judgements, estimates and assumptions made by management, and will seldom equal the estimated results.  Information 
about the signifi cant judgements, estimates and assumptions that have the most signifi cant effect on the recognition and 
measurement of assets, liabilities, income and expenses are discussed below.

Impairment

An impairment loss is recognised for the amount by which an asset’s or cash generating unit’s carrying amount exceeds its 
recoverable amount.  To determine the recoverable amount, management estimates expected future cash fl ows from each asset 
or cash-generating unit and determines a suitable discount rate in order to calculate the present value of those cash fl ows.  
In the process of measuring expected future cash fl ows management makes assumptions about future gross profi ts.  These 
assumptions relate to future events and circumstances.  The actual results may vary, and may cause signifi cant adjustments to 
the Group’s assets within the next fi nancial year in most cases, determining the applicable discount rate involves estimating the 
appropriate adjustment to market risk and the appropriate adjustment to asset-specifi c risk factors.

Revalued freehold property

The freehold property is stated at fair value.  An external, independent valuer, having an appropriate professional qualifi cation 
and recent experience in the location of the property being valued, valued the property at 31 December 2010.  The fair value is 
based on market value, being the estimated amount for which a property could be exchanged on the date of valuation between 
a willing buyer and a willing seller in an arm’s length transaction after proper marketing wherein the parties had each acted 
knowledgeably, prudently and without compulsion.

Standards in issue not yet effective

At the date of authorisation of these fi nancial statements, the following amendments and interpretations to existing accounting 
standards have been published but are not yet effective.

• IFRS 10 Consolidated Financial Statements (effective 1 January 2014)

• IFRS 11 Joint Arrangements (effective 1 January 2013)

• IFRS 12 Disclosure of interests in other entities (effective 1 January 2014)

• IAS 27 (Revised) Separate Financial Statements (effective 1 January 2014)

• IAS 28 (Revised) Investments in Associates and joint ventures (effective 1 January 2014)

Management anticipate that the above pronouncements will be adopted in the Group’s accounting policies for the fi rst period 
after the effective date, but will have no material impact on the Group. 
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3. Segment reporting

Operating segments

The Board considers the Group on a Business Unit basis.  Reports by Business Unit are used by the chief decision-maker in the 
Group.  The Business Units operating during the year are the three operating companies Westminster Aviation, Westminster 
International and Longmoor Security. This split of business segments is based on the products and services each offer. In 
2013 Longmoor and Westminster Aviation were amalgamated and now form the Managed Services Division and Westminster 
International is now referenced as the Technology division.

2013 Managed 
Services 
Aviation

Technology Group and 
Central

Managed 
Services 

Longmoor

Ongoing 
Operations

Disposed 
(IMS/RMS)

Group
Total

£’000 £’000 £’000 £’000 £’000 £’000 £’000

Supply of products - 3,769 - - 3,769 202 3,971

Supply and installation 
contracts - 1,248 - 8 1,256 - 1,256

Maintenance and Service 2,790 252 - 28 3,070 - 3,070

Close protection services 3 - - 6 9 - 9

Training courses 1 - - 183 184 - 184

Intragroup sales - (861) - - (861) - (861)

Revenue 2,794 4,408 - 225 7,427 202 7,629

 

Segmental underlying 
EBITDA 665 462 (1,804) (127) (802) (370) (1,172)

Operating Exceptionals (310) - (64) (100) (474) - (474)

Depreciation & 
Amortisation (182) (30) (41) (4) (257) - (257)

Apportionment of central 
overheads (756) (669) 1,532 (106) - - -

Segment Operating result (583) (235) (377) (338) (1,533) (370) (1,903)

Finance cost - - (88) - (88) - (88)

Income tax (charge)/
benefi t (9) - - - (9) - (9)

loss for the fi nancial year (592) (235) (465) (338) (1,630) (370) (2,000)

 

Segment assets 1,685 953 1,645 41 4,324 - 4,324

Segment liabilities 49 724 1,354 38 2,165 - 2,165

Capital expenditure 434 18 10 - 462 - 462
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2012 Managed 
Services 
Aviation

Technology Group and 
Central

Managed 
Services 

Longmoor

Ongoing 
Operations

Disposed 
(IMS/RMS)

Group
Total

£’000 £’000 £’000 £’000 £’000 £’000 £’000

Supply of products - 1,361 - - 1,361 10 1,371

Supply and installation 
contracts - 5,326 - - 5,326 791 6,117

Maintenance and service 1,699 105 - - 1,804 820 2,624

Close protection services 2 - - 16 18 - 18

Training courses - - - 405 405 - 405

Intragroup sales - (1,005) - - (1,005) (69) (1,074)

Revenue 1701 5,787 - 421 7,909 1552 9,461

Segmental Operating 
EBITDA 393 1,000 (1,554) (51) (212) (318) (530)

Operating Exceptionals (194) (121) (105) (76) (496) - (496)

Depreciation (83) (20) (32) (3) (138) (47) (185)

Apportionment of central 
overheads (382) (859) 1,418 (177) - - -

Segment result (266) - (273) (307) (846) (365) (1,211)

Finance cost - - (497) - (497) - (497)

Fair value through profi t 
and loss - - 58 - 58 - 58

Income tax - - 46 - 46 - 46

Loss for the fi nancial year (266) - (666) (307) (1,239) (365) (1,604)

      

Segment assets 1,089 1,532 1,044 90 3,755 333 4,088

Segment liabilities 423 1,897 1,083 106 3,509 250 3,759

Capital expenditure 545 29 23 15 612 21 633

Depreciation and 
amortisation 83 20 32 3 138 47 185

Geographical areas

The Group’s international business is conducted on a global scale, with agents present in all major continents.  The following 
table provides an analysis of the Group’s sales by geographical market, irrespective of the origin of the goods/services.

Group
2013 2012

£’000 £’000

United Kingdom & Europe 1,283 2,124

Africa 3,981 3,196

Middle East, Asia & Pacifi c 2,270 3,966

The Americas 95 176

7,629 9,462

Some of the Group’s assets are located outside the United Kingdom where they are being put to operational use on specifi c 
contracts.  At 31 December 2013 fi xed assets with a net book value of £1,302,000 (2012: £729,000) were located in Africa. 

Major customers who contributed greater than 10% of total Group revenue

In 2013 two of the Group’s overseas customers contributed 64% of the Group revenue (in 2012 two customers contributed 52% of 
the Groups revenue).
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4. Operating exceptional items

2013 2012
£’000 £’000

Exchange (gains) / losses (76) 84

Loss / (profi t) on disposal of property, plant and equipment 5 (2)

Share based payments 33 23

Restructure costs - Longmoor 100 76

Restructure and closure costs (Middle East) - 121

West Africa airport West Africa airport contract set up costs and ongoing Managed 
Services discretionary expansion 310 194

Other restructuring 102 -

474 496

5. Finance cost 

Group
2013 2012

£’000 £’000

Finance costs:

Interest payable on bank and other borrowings (26) (30)

Coupon interest payable on convertible loan notes (125) (120)

Fees/(Refund) on Synergy Loan Note 315 (193)

164 (343)

Finance income: 

Amortised fi nance cost on convertible loan notes (see note 17) (252) (154)

Fair value movement in embedded derivaties (see note 17) - 58

(252) (96)

Finance costs and income, net (88) (439)

6. Loss from operations

The following items have been included in arriving at the loss for the fi nancial year

Group
2013 2012

£’000 £’000
Staff costs (see Note 8) 2,717 2,851
Depreciation of property, plant and equipment:  
 - Owned assets in ongoing operations 250 133
Amortisation of intangible assets 175 52
Operating lease rentals payable 
 - Property 60 208
- Plant and machinery 5 11
 - Other 42 92
Foreign exchange (gain)/loss (76) 84
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Auditor’s remuneration

Amounts payable in both years relate to Chantrey Vellacott DFK LLP in respect of audit services. 

Audit services 2013 2012
£’000 £’000

Statutory audit of parent and consolidated accounts 17 12

The auditing of accounts of associates of the company pursuant to legislation 17 22

Taxation services including R&D tax credits 14 -

Total audit fees 48 34

7. Taxation

Analysis of charge / (credit) in year Group
2013 2012

£’000 £’000

Current year 

Corporation tax 9 -

Deferred tax - (46)

9 (46)

Reconciliation of effective tax rate

Loss on ordinary activities before taxation (1,991) (1,650)

Loss on ordinary activities multiplied by the standard rate of corporation tax in the 
UK of 23.5% (2012: 24.5%) (463) (404)

Effects of:

(Income)/expenses not deductible for tax purposes 228 70

Capital allowances less than depreciation 10 40

Other short term timing differences 19 9

Deferred tax asset no longer provided - (46)

Recognised/(unrecognised) losses carried forward 206 285

Potential Charge in Overseas Subsidiary 9 -

Total tax charge/(credit) 9 (46)

Tax losses available for carry forward (subject to HMRC agreement) were £6.5m (2012: £4.5m). 

8. Staff costs

Staff costs for the Group during the year

Group
2013 2012

£’000 £’000

Wages and salaries 2,465 2,580

Social security costs 219 248

2,684 2,828

Share based payments 33 23

2,717 2,851
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The Group operates a stakeholder pension scheme.  The Group made no pension contributions during the year and no pension 
contributions were outstanding at the year-end (2012: £Nil)

Details of the Directors’ remuneration are included in the Remuneration Committee Report.  Key management within the 
business are considered to be the Board of Directors.

Average monthly number of people (including Executive Directors) employed

Group
2013 2012

Number Number

By function

Sales 5 7

Production 165 148

Administration 24 22

Management 7 7

201 184

9. Loss per share

Earnings per share is calculated by dividing the earnings attributable to ordinary shareholders by the weighted average number 
of ordinary shares outstanding during the year.

For diluted earnings per share the weighted average number of ordinary shares in issue is adjusted to assume conversion of all 
diluted potential ordinary shares.  Only those outstanding options that have an exercise price below the average market share 
price in the year have been included.

The weighted average number of ordinary shares is calculated as follows:

Group
2013 2012

£’000 £’000

Issued ordinary shares

Start of period 32,571 29,630

Effect of shares issued during the period 6,754 1,996

Weighted average basic number of shares for period 39,325 31,626

Dilutive effect of options -  -

Weighted average diluted number of shares for period 39,325 31,626

For the year ended 31 December 2013 and 2012 the issue of additional shares on exercise of outstanding share options would 
decrease the basic loss per share and there is therefore no dilutive effect. Loss per share excluding discontinued items was 
4.09p (2012: 4.0p).
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10. Discontinued operations

On 26 March 2013, the Group entered into a sale agreement with a management buy-out team to dispose of RMS (CTAC) 
Integrated Solutions and International Monitoring Services Limited, which carried out all of the Groups UK alarm installation 
and monitoring operations. The disposal was for £200,000 to generate working cash fl ows for the expansion of the Groups 
other businesses. Consideration is paid over 12 months and if the disposed companies exceed certain revenue threshold then 
incremental consideration becomes payable.

The results of the discontinued operations which have been included in consolidated income statement were as follows:

Group
2013 2012

£’000 £’000

Revenue 202 1,552

Cost of sales (145) (964)

Gross profi t 57 588

Administration expenses (427) (953)

Loss before taxation (370) (365)

Loss on the disposal of discontinued operations (370) (365)

11. Goodwill

Group
2013 2012

£’000 £’000

Gross carrying amount at 1 January and 31 December 1,160 1160

Accumulated impairment at 1 January and 31 December (763) (763)

Carrying amount at 31 December  397 397 

The entire balance relates to Longmoor Security Limited. The directors believe that the restructuring in 2012/2013 and focus on 
Managed Services delivery will provide better margins and so far in 2014 it has received an order worth approximately £50,000 
for the delivery of training to an African government.
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12. Other intangible assets

Group Website and other 
software Licences Group Total Company Website

2013 £’000 £’000 £’000 £’000

Cost

At 1 January 2013 113 - 113 60

Additions 5 - 5 2

Disposals (12) - (12) -

At  31 December 2013 106 - 106 62

Accumulated amortisation

At 1 January 2013 85 - 85 52

Charge for the year 7 - 7 7

At  31 December 2013 92 - 92 59

Net book value  at 31 December 2013 14 - 14 3

 Website and other 
software Licences Group Total Company Website

2012 £’000 £’000 £’000 £’000

Cost

At 1 January 2012 102 269 371 60

Additions 11 - 11 -

Transfer to assets held for sale - (269) (269) -

At  31 December 2012 113 - 113 60

Accumulated amortisation

At 1 January 2012 67 59 126 42

Charge for the year 18 34 52 10

Transfer to assets held for sale - (93) (93) -

At  31 December 2012 85 - 85 52

Net book value  at 31 December 2012 28 - 27 8
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13. Property, plant and equipment

Group Freehold 
property

Plant and 
equipment

Offi ce equipment, 
fi xtures and fi ttings Motor vehicles Total

2013 £’000 £’000 £’000 £’000 £’000

Cost or valuation

At 1 January 2013 892 418 672 102 2,084

Additions at cost 15 87 342 13 457

Disposals - - - (6) (6)

At  31 December 2013 907 505 1,014 109 2,535

Accumulated depreciation

At 1 January 2013 - 141 429 29 599

Charge for the year - 127 77 46 250

Disposals - - - (1) (1)

At  31 December 2013 - 268 506 74 848

Net book value at 31 December 2013 907 237 508 35 1,687

Group Freehold 
property

Plant and 
equipment

Offi ce equipment, 
fi xtures and fi ttings Motor vehicles Total

2012 £’000 £’000 £’000 £’000 £’000

Cost or valuation

At 1 January 2012 892 149 532 97 1,670

Additions at cost - 303 257 73 633

Disposals - - (6) - (6)

Transfer to assets held for sale - (34) (111) (68) (213)

At  31 December 2012 892 418 672 102 2,084

Accumulated depreciation

At 1 January 2012 - 128 440 74 642

Charge for the year - 43 73 17 133

Disposals - - (2) - (2)

Transfer to assets held for sale - (30) (82) (62) (174)

At  31 December 2012 - 141 429 29 599

Net book value at 31 December 2012 892 277 245 73 1,488

No value is carried in respect of assets held under fi nance leases, as these were fully impaired in the year ended 31st December 
2010.
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Company Freehold 
property

Plant and 
equipment

Offi ce equipment 
fi xtures and fi ttings Motor vehicles Total

2013 £’000 £’000 £’000 £’000 £’000

Cost or valuation

At 1 January 2013 892 16 362 - 1,270

Additions at cost 15 7 29 - 51

Disposals - (2) (145) - (147)

At  31 December 2013 907 21 246 - 1,174

Accumulated depreciation

At 1 January 2013 - 16 324 - 340

Charge for the year - 1 19 - 20

Depreciation on disposals - (2) (145) - (147)

At  31 December 2013 - 15 198 - 213

Net book value at 31 December 2013 907 6 48 - 961

Company Freehold 
property

Plant and 
equipment

Offi ce equipment 
fi xtures and fi ttings Motor vehicles Total

2013 £’000 £’000 £’000 £’000 £’000

Cost or valuation

At 1 January 2012 892 16 346 - 1,254

Additions at cost - - 22 - 22

Disposals - - (6) - (6)

At  31 December 2012 892 16 362 - 1,270

Accumulated depreciation

At 1 January 2012 - 15 307 - 322

Charge for the year - 1 20 - 21

Disposals - - (3) - (3)

At  31 December 2012 - 16 324 - 340

Net book value at 31 December 2012 892 - 38 - 930

The freehold property was valued professionally by Berry Morris, Chartered Surveyors, on 24 February 2011.  The valuation 
was made on the basis of recent market transactions on arm’s length terms and on an alternative use basis.   The Revaluation 
Reserve is not available for distribution to shareholders. The directors are of the opinion that the valuation has not moved 
materially since the last valuation was performed.
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The freehold property is stated at valuation, the comparable historic cost and depreciation values are as follows:

2013
£’000

2012
£’000

Historical cost 697 697

Accumulated depreciation

At 1 January 57 54

Charge for the year 3 3

At 31 December 60 57

Net book value as at 31 December 637 640

The Group’s land and buildings have been pledged as security for contingent liabilities incurred as part of the normal trading of 
Westminster International, see note 28. All assets acquired under fi nance leases as disclosed in note 26 were impaired in 2010.

14. Operating lease commitments

The Group and the Company lease various offi ces, offi ce equipment and motor vehicles under non-cancellable operating lease 
agreements.  The total commitments under these leases can be analysed as follows:

As at 31 December 2013 Group 
Total Commitments

Company 
Total Commitments

Property
£’000

Other
£’000

Property
£’000

Other
£’000

Within one year - 43 - 20

In the second to fi fth years inclusive - 93 - 38

Total - 136 - 58

As at 31 December 2012 Group 
Total Commitments

Company 
Total Commitments

Property
£’000

Other
£’000

Property
£’000

Other
£’000

Within one year 60 37 - 10

In the second to fi fth years inclusive -    56 - 25

Total 60 93 - 35

Remaining lease terms range from 2 months to 5 years.

Group 
£’000

Company 
£’000

Minimum lease payments under operating leases recognised as an expense in the year 107 12
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15. Investment in subsidiaries

Company 2013 2012
£’000 £’000

At start of period 357 423

Impairment CTAC - (66)

At end of period 357 357

Amounts due from subsidiaries net of provisions 4,701 4,388

5,058 4,745

16. Subsidiary undertakings

The key subsidiary undertakings at 31 December 2013 were as follows:

Name Country of 
incorporation Principal activity

% of nominal 
ordinary share 

capital and voting 
rights held

Westminster International Limited England Advanced security technology, (Technology 
Division) 100

Longmoor Security Limited England Close protection training and provision of 
security services (Managed Services) 100

CTAC Limited England Dormant 100

Westminster Aviation Security Services Limited England
Managed services of airport security under 
long term contracts. Managed Services 
Division

100

Westminster Facilities Management Limited England Dormant 100

Westminster Operating Limited England Special purpose vehicle which exists solely 
for listing the 2013 CLN on the CISX 100

The company has a 49% equity share in a local company which is used purely for the local presence required to deliver services. 
This legal entity has no revenues of its own and provides services such as local labour.  Its full cost base has been included in 
these fi nancial statements. This entities name cannot be disclosed due to contractual confi dentiality requirements. 

17. Financial assets and liabilities

Categories of fi nancial assets and liabilities

The carrying amounts presented in the Consolidated and Company statement of fi nancial position relate to the following 
categories of assets and liabilities:
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Group Company
2013 2012 2013 2012

£’000 £’000 £’000 £’000

Financial assets

Loans and receivables

 - Amount owed by subsidiary under-
takings (note 15) - - 5,496 4,388

 - Trade and other receivables (note 
20) 1,368 1,360 239 81

 - Cash and cash equivalents (note 22) 707 221 483 -

2,075 1,581 6,218 4,469

Financial liabilities

Financial liabilities measured at amor-
tised cost 

 - Borrowings (note 25) 651 2,147 - 2,293

 - Trade and other payables (note 26) 1,160 1,888 302 576

1,811 4,035 302 2,869

Derivatives carried at fair value 
through profi t and loss - 295 - 295

See note 2 for a description of the accounting policies for each category of fi nancial instruments.  The fair values are presented 
in the related notes.  A description of the Group’s risk management and objectives for fi nancial instruments is given in note 29.

Convertible Loan Notes

The group had three convertible loan notes during the year the key details of which are set out below:

FY2014 Secured FY 2016 FY2017 Unsecured
Amount £1.2m outstanding at 1 January 13. 

£0.31m refund of previous management 
fees received, £0.2m converted into 
2016 CLN remainder paid off in the sec-
ond half of the year. Balance outstand-
ing at 31 December 2013 nil

£1.118 new fund received in 
June 2013 with £0.2m of the 
FY14 note rolling into this in-
strument. £522,500 converted 
to equity during the period 
with £795,000 outstanding on 
31 December 2013 

£1.38m at 1 January 2013, 
fully converted during 
the year at the conver-
sion price with £0.045m 
of accrued interest being 
converted to ordinary 
shares in September 2013. 
Balance outstanding at 31 
December 2013 nil

Conversion Price 42.21p 35p 27.5p

Security Secured fi xed and fl oating subordinate 
to HSBC. Security removed on 
satisfaction

Secured fi xed and fl oating 
subordinate to HSBC on Group 
assets

Unsecured

Redemption Date 29 June 2014 19 June 2016 June 2017

Management Fee £25k pa monitoring plus increasing con-
sultancy fee on £1.0m due to Synergy 
Capital Ltd of 22.5% pa at the end of 
December 2012 increasing by 2.5% per 
quarter thereafter. This was subse-
quently renegotiated and a full refund 
of circa £0.31m was received

£25,000 per annum none

Coupon 10% 10% 8%

Company can force 
conversion

No Company can force conver-
sion if share price > 65p for 
15 working days after 19 June 
2014. Company can make 
repayment without penalty if 
average share price > 42p for 
15 working days after 19 June 
2014

At 50p for > 15 working 
days. Conversion forced in 
September 2013
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On initial recognition the conversion option in relation to the convertible loan leads to a potentially variable number of shares, 
therefore the convertible loan is accounted for as a host debt, (recorded initially at fair value, net of transaction costs and 
subsequently valued at amortised cost) with an embedded derivative (recorded at fair value through profi t and loss and fair 
valued at each reporting date).

The Convertible Loan Notes brought forward from FY12 were separated into two components, the Host Debt Instrument and the 
Embedded Derivative on initial recognition. The value of the Host Debt Instrument increased to the principal sum amount by 
the date of maturity. The effective interest cost of the Notes is the sum of that increasing value in the period and the interest 
paid to Noteholders. The Derivative element will vary in value according to the market price of the underlying Ordinary Shares 
and the period remaining for conversion amongst other factors.  The valuation of embedded derivative on initial recognition was 
undertaken by a Black Scholes valuation model. The new issue of convertible debt in the year ended 31st December 2013 has 
been split into its debt and equity component the debt element is shown in the table below. The equity element of £144,000 is 
shown separately on the face of the balance sheet on page 28.

Host Debt 2013 2013 2013 2013 2012 2012 2012
FY 14 FY 16 FY 17 Total FY14 FY17 Total
£’000 £’000 £’000 £’000 £’000 £’000 £’000

At 1 January 1,107 - 1,040 2,147 963 - 963

Issued in the Year - 1,009 - 1,009 - 1,030 1,030

Amortised Finance Cost 66 81 105 252 77 77 154

Capital adjustment regarding 
previous paid fees on 2014 CLN (315) - - (315) - - -

Repayment (858) - - (858) - - -

Conversion - (439) (1,145) (1,584) - - -

At 31 December - 651 - 651 1,040 1,107 2,147

Reconciliation of Conversion 2016 CLN 2017 CLN Total
£’000 £’000 £’000

Amortised Loan Note Interest Cost Element (84) (230) (314)

Principal Amount Converted 523 1,375 1,898

439 1,145 1,584

At 1 January - 295 295

Reclassifi cation to Equity Reserve - (295) (295)

At 31 December - - -

Analysis of movement in debt at principal value excluding IFRS impacts, (memorandum only)

2013 2013 2013 2013 2012 2012 Total
FY 14 FY 16 FY 17 Total FY14 FY17 Total
£’000 £’000 £’000 £’000 £’000 £’000 £’000

Opening Balance 1,200 - 1,375 2,575 1,200 1,200

Fresh Issue for Cash 1,117 - 1,117 - 1,375 1,375

Conversion into New Instrument (200) 200 - - - - -

Capital adjustment regarding 
previous paid fees on 2014 CLN (296) - - (296) - - -

Repayment (685) - - (685) - - -

Discount On Redemption (19) - - (19) - - -

Conversion into Equity - (522) (1,375) (1,897) - - -

Closing Balance - 795 - 795 1,200 1,375 2,575
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In aggregate the carrying value of the host debt of £651,000 and the equity reserve of the convertible loan note of £144,000 
refl ects the principal amount outstanding on the loan note.

18. Deferred tax assets and liabilities

Deferred tax assets and liabilities have been calculated using the expected future tax rate of 21.5% (2012: 23%).  Any changes in 
the future would affect these amounts proportionately.  The movements in deferred tax assets and liabilities during the year are 
shown below.

Group 1 Jan 2013 Recognised in 
profi t and loss 31 Dec 2013

Non current assets

Property, plant & equipment (53) (53)

(53) - (53)

Recognised as

Deferred tax liability (53) - (53)

1 Jan 2012 Recognised in 
profi t and loss 31 Dec 2012

Non current assets

Property, plant & equipment (99) 46 (53)

(99) 46 (53)

Recognised as

Deferred tax liability (99) 46 (53)

19. Inventories

Group Company
2013 2012 2013 2012

£’000 £’000 £’000 £’000

Finished goods 103 77 - -

103 77 - -

The cost of inventories recognised as an expense within cost of sales amounted to £3,492,000 (2012: £4,678,000). 

No reversal of previous write-downs was recognised as a reduction of expense in 2013 or 2012.
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20. Trade and other receivables

Group Company
2013 2012 2013 2012

£’000 £’000 £’000 £’000

Amounts falling due within one year: 

Trade receivables, gross 2,318 2,019 72 -

Allowance for credit losses (1,453) (1,412) - -

Trade receivables 865 607 72 -

Amounts recoverable on contracts 4 724 - -

Other receivables and accrued income 498 29 167 81

Financial assets 1,369 1,360 239 81

Prepayments 49 61 34 25

Non-fi nancial assets 49 61 34 25

Trade and other receivables 1,416 1,421 273 106

The average credit period taken on sale of goods in 2013 was 52 days (2012: 60 days).  An allowance has been made for 
estimated irrecoverable amounts from the sale of £1,431,000 (2012: £1,412,000).  This allowance has been based on the 
knowledge of the fi nancial circumstances of individual receivables at the balance sheet date.  

The following table provides an analysis of trade and other receivables that were past due at 31 December, but not impaired.  
The Group believes that the balances are ultimately recoverable based upon a review of past payment history and the current 
fi nancial status of the customers.

2013 2012
£’000 £’000

Not more than 3 months 728 524

More than 3 months but less than 6 months 69 57

More than 6 months but not more than 1 year 341 264

1,138 845

2013 2012

£’000 £’000

Opening balance at 1 January 1,412 1,253

Net amounts written off 41 159

Closing balance at 31 December 1,453 1,412

There are no signifi cant credit risks from fi nancial assets that are neither past due not impaired.  At 31 December 2013 £385,000 
(2012: £920,000) of trade receivables were denominated in US dollars and £145,000 (2012: £nil) in Euros, £60,000 (2012: 
£68,000) in Saudi Riyals and £1,728,000 (2012: £1,031,000) in sterling.  The directors consider that the carrying amount of trade 
and other receivables approximates to their fair value.
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21. Contracts in progress

The Group had contracts in progress at 31 December as follows:

2013 2012
£’000 £’000

Contract costs incurred plus recognised profi ts less recognised losses to date 1,256 6,313

Less: progress billings (1,388) (6,237)

(132) 76

Recognised as:

Due from contract customers included in trade and other receivables 4 627

Due to contract customers included in trade and other payables 136 (703)

132 (76)

As 31 December 2013 retentions held by customers for contract work amounted to £nil (2012: £nil).

22. Cash and cash equivalents

Group Company
2013 2012 2013 2012

£’000 £’000 £’000 £’000

Cash at bank and in hand 776 386 482 0

Short-term bank deposits 0 0 1 0

776 386 483 0

Bank overdraft (69) (165) (0) (146)

Cash and cash equivalents 707 221 483 (146)

All the bank accounts of the Group are set against each other in establishing the cash position of the Group.  The bank 
overdrafts do not therefore represent bank borrowings, which is why they are presented as above for the purposes of the cash 
fl ow statement.

The Group’s short term bank deposits are invested in money market deposits which match the forecasted operating cash 
requirements of the business.  The carrying amount of bank deposits approximates to their fair value.  

23. Called up share capital

Group and Company

The total number of authorised shares is 80,000,000 ordinary shares of £0.10 each (2012: 80,000,000 ordinary shares of £0.10 
each). These shares carry no fi xed right to income.

The total amount of issued and fully paid shares is as follows:

2013 2012
Ordinary shares Ordinary shares

Number £’000 Number £’000

At 1 January 32,608,937 3,257 29,630,758 2,963

Arising on conversion of Convertible 
Loan Notes 6,585,876 659 - -

Arising on exercise of Share Options 
and Warrants 425,600 43 37,000 4

Other Issues for Cash 7,328,821 737 2,941,179 290

At 31 December 46,949,234 4,696 32,608,937 3,257
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Details of equity issues in the Year to 31 December 2013.

Date Comment # of Shares 
Issued

Issue Price Per 
Share (p) 

Gross 
Proceeds £

26-Feb-13 New Issue for cash 4,166,667 30.0 1,250,000 

27-Feb-13 New Issue for debt settlement 750,000  30.0 225,000 

19-Apr-13 Conversion of 2012 Loan Note 363,636  27.5 100,000 

15-Jul-13 New issue for cash under EFF with Darwin Strategic 263,158 38.0 100,000 

10-Sep-13 New issue for cash under EFF with Darwin Strategic 1,272,727  55.0 700,000 

10-Sep-13 New issue on full conversion of 2017 Convertible Loan Note 4,638,327  27.5 1,275,540 

10-Sep-13 New issue on settlement of outstanding interest on 2017 
Convertible Loan Note 91,056 50.0 45,528

30-Sep-13 New issue for cash under EFF with Darwin Strategic 285,714 70.0 200,000 

10-Oct-13 New issue on conversion of 2013 Convertible Loan Note 714,286 35.0 250,000 

15-Oct-13 On exercise of Warrants issued to Darwin Strategic under EFF 
agreement 18 April 2013 120,000 50.0 60,000 

15-Oct-13 On exercise of Warrants issued to Darwin Strategic under EFF 
agreement 18 April 2013 3,600 43.7 1,573 

25-Oct-13 New issue on conversion of 2016 Convertible Loan Note 350,000 35.0 122,500

29-Oct-13 New issue on conversion of 2016 Convertible Loan Note 357,143 35.0 125,000

11-Nov-13 New issue for cash under EFF with Darwin Strategic 590,555 90.3 533,468

06-Dec-13 New issue on conversion of 2016 Convertible Loan Note 71,428 35.0 25,000

06-Dec-13 Exercise of share options by a former employee 2,000 10.0 200

18-Dec-13 Exercise of business development options issued in July 2012 150,000 30.0 45,000

31-Dec-13 Exercise of business development options issued in July 2012 150,000 30.0 45,000

24. Share options

The Company adopted the Share Option Scheme on 3 April 2007 that provides for the granting of both EMI and unapproved 
options (Westminster Group Individual Share Option Agreements).  The main terms of the option scheme are as follows

• Although no special conditions apply to the options granted in 2007, the model form agreement allows the Company to 
adopt special conditions to tailor an option for any particular employee,

• The scheme is open to all full time employees and Directors except those who have a material interest in the Company.  
For the purposes of this defi nition, a material interest is either benefi cial ownership of, or the ability to control directly, or 
indirectly, more than 30% of the ordinary share capital of the Company,

• The Board determines the exercise price of options before they are granted.  It is provided in the scheme rules that options 
must be granted at the prevailing market price in the case of EMI options and must not be granted at an exercise price that 
is less than the nominal value of a share.

• There is a limit that options over unissued shares granted under the scheme and any discretionary share option scheme or 
other option agreement adopted or entered into by the Company must not exceed 10% of the issued share capital.

• Options can be exercised on the second anniversary of the date of grant and may be exercised up to the 10th anniversary of 
granting.  Options will remain exerciseable for a period of 40 days if the participant is a “good leaver’

Options have subsequently been granted on this basis. In July 2012 a business development partner was appointed to assist in 
the development of Asian, African and Middle Eastern business. As part of the remuneration agreement they were incentivised to 
generate direct incremental revenue for Westminster with a grant of 2.0m options over 2m 10p ordinary shares.  

These options have an exercise price of 30p each.  0.3m options vested on granting and were exercised before  31 December 
2013. The option charge of £23,000 recognised in 2012 was reversed in 2013. The remainder vest on achievement of incremental 
revenue performance milestones.  0.7m options vest on achievement of £5m of revenue directly generated by that entity 
within 5 years and a further 1.0m vest on delivery of £30m revenue directly generated by them within the same period.  It 
is a condition of the option agreement that revenue is defi ned in accordance with the Group’s standard revenue recognition 
policies, but has also been paid in full.  Under the terms of the agreement, Westminster will be involved at all stages in client 
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negotiations and product specifi cations and will have ultimate sanction over contractual terms. 

These options are valued by the use of the Black Scholes model using a volatility of 50% and a life of 8 years (being the point at 
which they lapse).  The number of options vesting is based on forecast new business from that partner.

Share options and weighted average exercise prices are as follows: 

Number of 
options

Weighted average exercise 
price per share (p)

Outstanding at 31 December 2012 1,091,585 36.2

Granted 180,000

Exercised (2,000)

Forfeited (192,723)

Outstanding at 31 December 2013 1,076,862 34.3

Exercisable at 31 December 2013 401,862 36.6

The weighted average share price at the date options were exercised was 34.3 (2012: 36.6p). The average life of the unexpired 
share options was 7.2 years (2012: 7.1 years)

The range of exercise prices and the weighted average remaining contractual life of share options outstanding at the end of the 
period were as follows:

Analysis of share options outstanding 31 December 2013 31 December 2012

Number outstanding Average Life Out-
standing Years Number outstanding Average Life Out-

standing Years

05-Apr-07 £0.1000 235,000 3.30 237,000 4.3

27-May-10 £0.3275 15,000 6.40 15,000 7.4

25-Sep-09 £0.3450 60,000 5.70 72,000 6.7

21-Apr-08 £0.5250 15,000 4.30 15,000 5.3

21-Jun-07 £0.6750 67,862 4.50 203,585 4.5

20-Sep-07 £0.7400 9,000 4.70 9,000 4.7

28-Jun-12 £0.3400 505,000 9.20 540,000 9.5

10-Sep-13 £0.7100 50,000 9.70

26-Feb-13 £0.3650 120,000 8.50

1,076,862 7.2 1,091,585 7.1

The Black-Scholes option pricing model is used to determine the fair value of share options at grant date.  The assumptions used 
to determine the fair values of share options at grant dates were as follows

For share options granted post IPO the expected share price volatility was determined taking account of the historic daily share 
price movements.  Since 2009, the standard deviation of the share price over the year has been used to calculate volatility. As 
the Company was not quoted at the dates of granting of the share options before the IPO on 21 June 2007, the calculation of the 
expected volatility of the shares was estimated by comparisons of the historic volatility of a sample of securities of companies 
of a similar size to the Company, quoted on AIM, as well as the volatility of other listed companies in similar industries.

The average expected term to exercise used in the models is based on management’s best estimate for the effects of non-
transferability, exercise restrictions and behavioural conditions, forfeiture and historical experience. The risk free rate has been 
determined from market yields for government gilts with outstanding terms equal to the average expected term to exercise for 
each relevant grant.

The amount recognised in profi t or loss in respect of share based payments was £33,000 (2012: £23,000).
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25. Borrowings

Group Company
2013 2012 2013 2012

£’000 £’000 £’000 £’000

Current

Bank overdraft (secured) - - - 146

- - - 146

Non current

Convertible loan note 651 2,147 - 2,147

651 2,147 - 2,293

The bank overdrafts represent overdrawn amounts in some subsidiaries, which are offset by cash balances in other subsidiaries.  
See note 17 for details of the convertible loan notes.

26. Trade and other payables

Currrent Group Company
2013 2012 2013 2012

£’000 £’000 £’000 £’000

Trade payables 325 793 126 120

Accruals and other creditors 776 995 126 356

Finance lease liabilities 59 50 50 50

Financial liabilities 1,160 1,838 302 526

Other taxes and social security payable 165 195 116 105

Deferred income 136 150 - -

Non-fi nancial liabilities 301 345 116 105

Total current trade and other payables 1,461 2,183 419 631

Non-currrent Group Company

2013 2012 2013 2012

£’000 £’000 £’000 £’000

Finance lease liabilities - 50 - 50

Financial liabilities - 50 - 50

Total non-current trade and other 
payables - 50 - 50

Trade and other payables principally comprise amounts outstanding for trade purchases and ongoing costs, as well as payments 
received in advance on contracts.  The average credit period taken for trade purchases in 2013 was 46 days (2012: 84 days).  
The directors consider that the carrying value of trade payables approximates to their fair value.

Deferred income relates to amounts received from customers at year-end but not yet earned.

At 31 December 2013 £59,000 (2012: £275,000) of payables were denominated in US dollars, and £269,000 (2012: £657,000) in 
sterling.
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Future minimum fi nance lease payments at the end of each reporting period under review are as follows

Group Company
2013 2012 2013 2012

£’000 £’000 £’000 £’000

Within one year 55 60 60 60

In the second to fi fth years inclusive - 60 60 60

55 120 120 120

27. Cash fl ow adjustments and changes in working capital

The following non-cash fl ow adjustments and adjustments for changes in working capital have been made to (loss)/profi t before 
tax to arrive at operating cash fl ow

Group Company
2013 2012 2013 2012

£’000 £’000 £’000 £’000

Adjustments: 

Depreciation, amortisation and impair-
ment of non-fi nancial assets 257 185 27 31

Loss on disposal of CTAC & other 
intangibles 176 - - -

Financing costs 88 497 - 497

Fair value movement of embedded 
derivative in Convertible Loan Notes - (58) - (58)

Impairment of investment in subsidiar-
ies - 62 - 62

Provision on intercompany debt - - 988 850

Loss /(Profi t) on disposal of non-fi nan-
cial assets 11 (3) - -

Share-based payment expenses 33 23 33 23

Total adjustments 565 706 1,048 1,405

Net changes in working capital: 

(Increase)/decrease in inventories (26) 35 - 0

(Increase)/decrease in trade and other 
receivables 5 (199) (168) (4)

Increase/(decrease) in trade and other 
payables (772) 168 (262) 307

Total changes in working capital (793) 4 (430) 303

28. Contingent assets and contingent liabilities

Westminster International has, in the normal course of business, given guarantees and entered into counter-indemnities 
in respect of bonds relating to its contracts, which are cross guaranteed by the other Group companies.  The total amount 
outstanding at 31 December 2013 was £366,000 (2012: £170,000).

A claim under the Sale and Purchase Agreement is being made against the vendors of CTAC Limited which was acquired in April 
2010, as the result of a defi ciency in net assets as at the Completion Date.  An expert was appointed by the President of the 
ICAEW to adjudicate on a net asset defi ciency, which was quantifi ed by them at £364,000. This is outside of any further warranty 
action that the company can bring against the vendors under the terms of the sale and purchase agreement. The Group 
continues to pursue the vendors of CTAC through the legal system and expects future progress towards resolution. 

The Company is party to a multilateral guarantee in respect of bank overdrafts of all companies within the Group. At 31 
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December 2013, these borrowings amounted to £nil (2012: £165,000).

29. Financial risk management

The Group is exposed to various risks in relation to fi nancial assets and liabilities.  The main types of risk are foreign currency 
risk, interest rate risk, credit risk and liquidity risk.

The Group’s risk management is closely controlled by the Board and focuses on actively securing the Group’s short to medium 
term cash fl ows by minimising the exposure to fi nancial markets.  The Group does not actively trade in fi nancial assets for 
speculative purposes nor does it write options.  The most signifi cant fi nancial risks are currency risk, interest rate risk and 
certain price risks.

Foreign currency sensitivity

The Group operates internationally and is exposed to foreign exchange risk arising from various currency exposures, primarily 
with respect to the Euro and US dollar.  The Group’s policy is to match the currency of the order with the principal currency 
of the supply of the equipment.  Where it is not possible to match those foreign currencies, the Group might consider hedging 
exchange risk through a variety of hedging instruments such as forward rate agreements, although no such transactions have 
ever been entered into.

Foreign currency denominated fi nancial assets and liabilities, translated into GBP at the closing rate, are as follows.  Euro assets 
and liabilities are not material.

Group Short-term exposure USD
£’000

31 December 2013

Financial assets 347

Financial liabilities (187)

Total exposure 160

31 December 2012

Financial assets 354

Financial liabilities (279)

Total exposure 75

If the US dollar were to depreciate by 10% relative to its year end rate, this would cause a loss of profi ts in 2014 of £22,000 
(2012: £0.03m).  Exposures to foreign exchange rates vary during the year depending on the volume of overseas transactions.  
Nonetheless, the analysis above is considered to be representative of the Group’s exposure to currency risk. Foreign currency 
denominated fi nancial assets and liabilities are immaterial for the Company.

Interest rate sensitivity

The only borrowings of the Group are the convertible loans, bank overdraft and are detailed in note 17. All have at fi xed interest 
rates.  Interest on the cash holdings of the Group is not material and therefore no calculation of interest rate sensitivity have 
been undertaken.

Credit risk analysis

The Group has a credit policy in place and the exposure to credit risk is monitored on an ongoing basis.  Credit evaluations are 
performed on all customers requiring credit over a certain amount.  In the case of material sales transactions, the Group usually 
demands an initial deposit from customers and generally seeks to ensure that the balance of funds is secured by way of a letter 
of credit or similar instruments.

None of the Group’s fi nancial asset are secured by collateral or other credit enhancements.

See further disclosure in note 20 of these fi nancial statements.

Some of the unimpaired trade receivables are past due at the reporting date.   
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Liquidity risk analysis

The Group manages its liquidity needs by monitoring scheduled debt repayments for long term fi nancial liabilities as well 
as forecast cash fl ows due in day to day business.  Net cash requirements are compared to borrowing facilities in order to 
determine headroom or any shortfalls.  This analysis shows if available borrowing facilities are expected to be suffi cient over the 
lookout period.

As at 31 December 2013, the Group’s liabilities have contractual maturities (including interest payments where applicable) as 
summarised below:

Group Current Non-current
£’000 £’000

31 December 2013 Within 6 months 6 to 12 months 1 to 5 years Later than 5 years

Convertible Loans 40 40 994 -

Finance Lease Liabilties 30 25 - -

Trade and Other Payables 1,402 - - -

Total 1,472 65 994  -

Company Current Non-current

£’000 £’000

31 December 2013 Within 6 months 6 to 12 months 1 to 5 years Later than 5 years

Convertible Loans 40 40 994 -

Finance Lease Liabilties 30 25 - -

Trade and Other Payables 360 - - -

Total 430 65 994  -

This compares to the Group’s fi nancial liabilities in the previous reporting period as follows:

Group Current Non-current
£’000 £’000

31 December 2012 Within 6 months 6 to 12 months 1 to 5 years Later than 5 years

Convertible Loans 115 115 2,347 -

Finance Lease Liabilties 30 30 60 -

Trade and Other Payables 2,133 - - -

Total  2,278  145 2,407 -

Company Current Non-current

£’000 £’000

31 December 2012 Within 6 months 6 to 12 months 1 to 5 years Later than 5 years

Convertible Loans 115 - 2,347 -

Finance Lease Liabilities 30 30 60 -

Trade and Other Payables 581 - - -

Total  726 30 2,407 -
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30. Post balance sheet events 

Exercise of Employee Share Options

On 26 February issued 10,000 new ordinary shares of 10p each in the Group, following the exercise of options by the widow of a 
former employee of the Company. 

Issue of Shares

On 24 March 2014 the company issued and allotted 389,610 new ordinary shares of 10p each at a price of 77p per share, to a 
new strategic investor who has signifi cant interests in emerging markets, raising £300,000.

This Investor is active in certain of the Company’s target high growth geographical markets. They are focussed on infrastructure 
and natural resources projects in these regions and can assist the Company in the development of long term regular business 
from the delivery of security contracts for the Company’s Managed Services Division.

The Company also raised on the same day gross proceeds of £150,150 via a draw down on its Equity Financing Facility (“EFF”) 
with Darwin Strategic Limited. This was achieved by the issue of 195,000 new ordinary shares of 10p each being issued at a price 
of 77p per share.

In line with Westminster’s strategy and the alignment with strategic partners, the Investor has been appointed as a Business 
Development Partner to the Group and has been granted 0.5m options over 10p ordinary shares in Westminster (“Options”). The 
Options have a strike price of 85p each and vest on delivery of certain revenue based milestones as set out below.

The Options vest on achievement of incremental recurring revenue performance milestones arising from business in our 
Managed Services Division. 0.3m Options vest on achievement of £5m of new Managed Services revenues directly generated by 
the Business Development Partner within 3 years and a further 0.2m vesting on delivery of an aggregate of £8m new recurring 
revenue directly generated by them within the same period. The Options have a life of 8 years from date of grant, but will 
lapse after three years if the above revenue criteria are not achieved. A condition of the agreement is that revenue is defi ned 
in accordance with the Group’s standard revenue recognition policies and that it has also been paid in full. Westminster will be 
involved at all stages in client negotiations and product specifi cations and will have ultimate sanction over contractual terms.

New Contract for Consultancy Services - Caribbean

On 25 March 2014 the Group secured a new contract to undertake an extensive security consultancy project for a Caribbean 
government for reviewing the operations of the K9 divisions in its law enforcement operations

The Group received strong support from the British Foreign & Commonwealth Offi ce (FCO) and UKTI during this process.

Vehicle Screening Solution - Asia

On 1 April 2014 the Group’s Technology Division secured a new contract worth $2.6m for the supply of a high technology vehicle 
screening system to be used to protect an extensive border security project in Asia.

Conversion of Loan Note

On 7 April 2014 the Company received notices from holders of the 10% secured Convertible Loan Note (“CLN”) which was issued 
on 19 June 2013, that they were converting £220,000 of the CLN into new ordinary shares of 10 pence each. The conversion rate 
is 35 pence of CLN converts into 1 ordinary share of 10 pence nominal value. Therefore the Group will be issuing 628,571 new 
ordinary shares. This reduced the Group’s annual cash interest cost by a further £22,000. This meant that following conversion 
the Group only had outstanding debt of £0.575m which marked a reduction of 83% since June 2013 and reduced the annualised 
cash interest cost to £0.06m
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