THIS DOCUMENT AND ANY ACCOMPANYING DOCUMENTS ARE IMPORTANT AND
REQUIRE YOUR IMMEDIATE ATTENTION. If you are in any doubt as to the action you should
take, you are recommended to seek your own financial advice immediately from an independent
financial adviser, who is authorised under the Financial Services and Markets Act 2000 (“FSMA”) if
you are in the United Kingdom, or from another appropriately authorised independent financial
adviser if you are in a territory outside the United Kingdom.
If you sell or have sold or otherwise transferred all of your existing Ordinary Shares please send this
document (but not any personalised Form of Proxy) at once to the purchaser or transferee or to the bank,
stockbroker or other agent through whom the sale or transfer was effected for delivery to the purchaser or
the transferee. However, the distribution of this document and the accompanying documents into
jurisdictions other than the United Kingdom may be restricted by law. Therefore, persons outside the United
Kingdom into whose possession this document comes should inform themselves about, and observe, any
such restrictions. Any failure to comply with these restrictions may constitute a violation of the securities
laws of any such jurisdiction.
This document, which comprises (i) a circular prepared in accordance with the Listing Rules of the Financial
Conduct Authority (“FCA”) and the City Code on Takeovers and Mergers for the purposes of the General
Meeting convened pursuant to the notice of General Meeting set out at the end of this document; and (ii) a
prospectus relating to the Ordinary Shares prepared in accordance with the Prospectus Rules of the FCA
made under section 73A of FSMA, has been approved by the FCA in accordance with section 87A of FSMA
and made available to the public in accordance with Rule 3.2 of the Prospectus Rules.

AVEVA GROUP PLC
(incorporated and registered in England and Wales with registered number 02937296)

Proposed Combination with the Schneider Electric Software Business
Issue of approximately 97.4 million Consideration Shares
Waiver of Rule 9 of the Takeover Code
Proposed Return of Value to Shareholders of approximately 1,014 pence per Ordinary Share
Admission of the existing Ordinary Shares and the Consideration Shares to the premium listing
segment of the Official List and to trading on the London Stock Exchange’s main market for listed
securities
and
Notice of General Meeting
Lead Financial Adviser

Lazard & Co., Limited
Corporate Broker, Sponsor and Financial Adviser

Numis Securities Limited
You should read the whole of this document and any documents incorporated herein by reference. In
particular, your attention is drawn to the factors described in the “Risk Factors” section of this
document and the letter from your Chairman which is set out in Part I (Letter from the Chairman of
AVEVA Group plc) of this document and which contains a recommendation from your Board that you
vote in favour of the Resolutions to be proposed at the General Meeting. YOU SHOULD NOT RELY
SOLELY ON INFORMATION SUMMARISED IN THE SECTION OF THIS DOCUMENT
ENTITLED “SUMMARY”.

The Ordinary Shares are admitted to the premium listing segment of the Official List and to trading on the
London Stock Exchange’s main market for listed securities. As the Combination is classified as a reverse
takeover under the Listing Rules, upon completion of the Combination the listing on the premium listing
segment of the Official List of all of the existing Ordinary Shares will be cancelled, and application will be
made for the immediate re-admission of those Ordinary Shares and the admission of the Consideration
Shares to the premium listing segment of the Official List and to trading on the London Stock Exchange’s
main market for listed securities. It is expected that Admission will become effective and dealings in the
Ordinary Shares and the Consideration Shares will commence at 8.00 a.m. on the day of Completion.
Notice of the General Meeting to be held at 9.00 a.m. on 29 September 2017 at Ashurst LLP, Broadwalk
House, 5 Appold Street, London EC2A 2HA is set out at the end of this document. You will find enclosed with
this document a Form of Proxy for use at the meeting. Whether or not you intend to attend the General
Meeting in person, you are asked to complete, sign and return the enclosed Form of Proxy in accordance with
the instructions printed on it so as to be received by the Company’s Registrar, Capita Asset Services at PXS1,
34 Beckenham Road, Beckenham, Kent BR3 4ZF, as soon as possible and in any event no later than 9.00 a.m.
on 27 September 2017 (or, in the case of an adjournment, not later than two Business Days before the time
fixed for the holding of the adjourned meeting). You may also submit your proxy electronically at
www.signalshares.com. If you hold your Ordinary Shares in uncertificated form (i.e. in CREST), you may
appoint a proxy by completing and transmitting a CREST Proxy Instruction in accordance with the procedures
set out in the CREST Manual so that it is received by the Company’s Registrar (under CREST participant
RA10) by no later than 9.00 a.m. on 27 September 2017 (or, in the case of an adjournment, not later than two
Business Days before the time fixed for the holding of the adjourned meeting). Completion and return of a
Form of Proxy, or the electronic appointment of a proxy or CREST Proxy Instruction, will not preclude you
from attending and voting at the General Meeting or any adjournment thereof, if you wish to do so.
The Company and each of the Directors and the Proposed Directors, whose names appear at paragraphs 1.1
and 2.1 respectively of Part XII (Directors, Proposed Directors and Corporate Governance) of this
document, accept responsibility for the information contained in this document. To the best of the knowledge
and belief of the Company, the Directors and the Proposed Directors (each of whom has taken all reasonable
care to ensure that such is the case), such information is in accordance with the facts and does not omit
anything likely to affect the import of such information.
The Schneider Electric board of directors accepts responsibility for the information contained in this document
relating to Schneider Electric and the Schneider Electric Software Business including, in particular, the
statement of intention in paragraph 10 of Part I (Letter from the Chairman of AVEVA Group plc) of this
document and Part IV (Information on the Schneider Electric Software Business) and Part VIII (Historical
Combined Financial Information of the Schneider Electric Software Business) of this document. To the best of
the knowledge and belief of the Schneider Electric board of directors (having taken all reasonable care to ensure
that such is the case), such information is in accordance with the facts and does not omit anything likely to affect
the import of such information.
Investors should rely only on the information in this document and information incorporated herein by
reference. No person has been authorised to give any information or make any representations other than
those contained in this document and, if given or made, any such information or representations must not be
relied upon as having been so authorised by or on behalf of the Company, the Directors, Lazard & Co.,
Limited (“Lazard”), Numis Securities Limited (“Numis”) or any other person. Without prejudice to any
obligation of the Company to publish a supplementary prospectus pursuant to section 87G of FSMA and
PR 3.4.1 of the Prospectus Rules, neither the delivery of this document nor Admission shall, under any
circumstances, create any implication that there has been no change in the business or affairs of the AVEVA
Group, the Schneider Electric Software Business and/or the Enlarged Group since the date hereof or that the
information contained herein is correct as of any time subsequent to its date. AVEVA will comply with its
obligation to publish supplementary prospectuses containing further updated information required by law or
by any regulatory authority but assumes no further obligation to publish additional information.
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Lazard, which is authorised and regulated in the United Kingdom by the FCA, is acting as financial adviser
to AVEVA and no one else in connection with the contents of this document, the Combination and the
Return of Value and will not regard any other person (whether or not a recipient of this document) as a client
in relation to the Combination or the Return of Value and will not be responsible for providing the
protections afforded to the clients of Lazard nor for giving advice in relation to the contents of this document
and the Combination and the Return of Value, or any transaction or arrangement referred to, or information
contained in, this document.
Apart from the responsibilities and liabilities, if any, which may be imposed on Lazard under FSMA or the
regulatory regime established thereunder or under the regulatory regime of any jurisdiction where the
exclusion of liability under the relevant regulatory regime would be illegal, void or unenforceable, Lazard
does not accept any responsibility whatsoever nor makes any representation or warranty, express or implied,
concerning the contents of this document, including its accuracy, completeness or verification or concerning
any other statement made or purported to be made by AVEVA, or on AVEVA’s behalf, or by Lazard, or on
Lazard’s behalf in connection with the Company, the Combination, the Consideration Shares or the Return
of Value and nothing in this document is or shall be relied upon as a promise or representation in this respect,
whether as to the past or future. Subject to applicable law, Lazard disclaims all and any duty, liability or
responsibility whatsoever (whether direct or indirect, whether in contract, in tort, under statute or otherwise)
which it might otherwise have in respect of this document.
Numis, which is authorised and regulated in the United Kingdom by the FCA, is acting exclusively for
AVEVA and no-one else in connection with the contents of this document, the Combination, Admission and
the Return of Value and will not regard any other person (whether or not a recipient of this document) as a
client in relation to the Combination, Admission or the Return of Value and will not be responsible for
providing the protections afforded to the clients of Numis nor for giving advice in relation to the contents of
this document and the Combination, Admission and the Return of Value, or any transaction or arrangement
referred to, or information contained in, this document.
Apart from the responsibilities and liabilities, if any, which may be imposed on Numis under FSMA or the
regulatory regime established thereunder or under the regulatory regime of any jurisdiction where the
exclusion of liability under the relevant regulatory regime would be illegal, void or unenforceable, Numis
does not accept any responsibility whatsoever nor makes any representation or warranty, express or implied,
concerning the contents of this document, including its accuracy, completeness or verification or concerning
any other statement made or purported to be made by AVEVA, or on AVEVA’s behalf, or by Numis, or on
Numis’ behalf in connection with the Company, the Combination, the Consideration Shares, Admission or
the Return of Value and nothing in this document is or shall be relied upon as a promise or representation in
this respect, whether as to the past or future. Subject to applicable law, Numis disclaims all and any duty,
liability or responsibility whatsoever (whether direct or indirect, whether in contract, in tort, under statute or
otherwise) which it might otherwise have in respect of this document.
Subject to FSMA, the Listing Rules, the Market Abuse Regulation, the Disclosure Guidance and
Transparency Rules and the Prospectus Rules, neither the delivery of this document nor any subscription or
sale made hereunder shall, under any circumstances, create any implication that there has been no change in
the affairs of the Company since the date of this document or that the information in this document is correct
as at any time after this date. Without limitation, the contents of the AVEVA Group’s or Schneider Electric
Group’s websites do not form part of this document.
The contents of this document or any subsequent communication from AVEVA, Lazard or Numis or any of
their respective affiliates, officers, directors, employees or agents are not to be construed as legal, financial
or tax advice. Each prospective investor should consult his, her or its own legal adviser, financial adviser or
tax adviser for legal, financial or tax advice.
This document is dated 5 September 2017.
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SUMMARY
Summaries are made up of disclosure requirements known as ‘Elements’. These elements are numbered
in Sections A–E (A.1–E.7).
This summary contains all the Elements required to be included in a summary for this type of security
and issuer. Because some Elements are not required to be addressed there may be gaps in the numbering
sequence of the Elements.
Even though an Element may be required to be inserted into the summary because of the type of security
and issuer, it is possible that no relevant information can be given regarding the Element. In this case a
short description of the Element is included in the summary with the mention of ‘not applicable’.
Section A – Introduction and warnings
A.1

Introduction and Warning

This summary should be read as an introduction to this document.
Any decision to invest in the securities should be based on
consideration of this document as a whole by the investor.
Where a claim relating to the information contained in this
prospectus is brought before a court, the plaintiff investor might,
under the national legislation of a member state of the European
Union, have to bear the costs of translating this document before
the legal proceedings are initiated.
Civil liability attaches only to those persons who have tabled the
summary including any translation thereof, but only if the
summary is misleading, inaccurate or inconsistent when read
together with the other parts of this document or it does not
provide, when read together with the other parts of this document,
key information in order to aid investors when considering
whether to invest in such securities.

A.2

Subsequent resale of
securities or final placement
of securities through
financial intermediaries

Not applicable. No consent has been given by the Company or any
person responsible for drawing up this document to use this
document for any subsequent resale or final placement of
securities by financial intermediaries.

Section B – Issuer and any guarantor
B.1

Legal and commercial name AVEVA Group plc.

B.2

Domicile, legal form,
legislation, country of
incorporation

The Company is a public limited company, incorporated on 9 June
1994 in England and Wales under the Companies Acts 1985 and
1989 with its registered office situated in England and Wales. The
Company is subject to the Takeover Code.

B.3

Current operations and
principal activities and
markets

The AVEVA Group
AVEVA is a global provider of engineering design and
information management software solutions, founded 50 years ago
and headquartered in Cambridge, UK, with offices in over
30 countries. AVEVA is recognised as one of the world’s leading
engineering, design and information management software
companies, providing mission-critical software solutions to many
of the world’s largest engineering companies and owner-operators
in the process, plant and marine industries. 91.4 per cent of
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revenue is derived from selling software tools and related services
for detailed engineering design, and the balance of the revenue is
generated through the sale of information management software
solutions.
Schneider Electric Software Business
The Schneider Electric Software Business is a leading industrial
software provider and a leader in markets and technology areas
adjacent to those of AVEVA. Its portfolio provides comprehensive
coverage of business processes across the customer value chain,
providing software products and services that enable customers to
maximise the value of their manufacturing operations and supply
chains across a broad range of capital intensive industries. The
Schneider Electric Software Business has a global footprint
spanning North America, Europe, the Middle East, Asia Pacific
and Latin America with approximately 2,700 employees
worldwide (including approximately 158 temporary employees
and contractors), eight global research and development centres
and 25 project execution centres. In the financial year ended 31
March 2017, Schneider Electric Software Business revenue was
US$565.9 million with adjusted EBITA of US$116.4 million,
representing a 20.6 per cent margin.
B.4a

Significant recent trends
affecting the Enlarged
Group and its industry

The AVEVA Group
AVEVA’s software is used by customers to reduce costs and
enhance efficiency as they design, build and operate large
capital-intensive assets, mainly in the process, power and marine
industries. The Company’s vision is for the increasingly
widespread adoption of constantly-evolving Digital Assets,
enabling customers to manage the continual change of the
engineering data as they design, build and operate some of the
world’s most complicated physical assets.
AVEVA’s products offer an advantage over competing offerings,
due to their inherent integration based on object modelling
technology, which reduces complexity and lowers the total cost of
ownership for customers. This competitive positioning and the
mission-critical nature of the AVEVA Group’s software results in
a business model that is characterised by high levels of recurring
revenue and low customer churn.
Over the longer-term, demand has grown as there has been greater
adoption of the Digital Asset in both the design and operational
phase of physical assets. In the shorter-term, demand can be
influenced by capital spending cycles in AVEVA’s end markets
and associated developments such as customer consolidation.
There is increased focus on how customers can create a Digital
Asset replica of their physical plant. Increasingly new
technologies such as the Cloud, artificial intelligence and virtual
reality are being used to enhance the value from the Digital Asset.
AVEVA’s key end markets are oil and gas, marine, power and
petrochemical and chemical. Other markets include: architecture,
construction and steel fabrication; mining and minerals
processing; paper and pulp and pharmaceuticals. Oil and gas
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accounted for 40 to 45 per cent of revenue; marine 20 per cent;
power 15 to 20 per cent; petrochemical and chemical 10 per cent;
and the remainder 10 per cent for the financial year ended
31 March 2017. In oil and gas, low commodity prices have meant
that there has been reduced investment in new capital projects and
delay of new projects which has impacted demand for AVEVA’s
software. Similarly, the marine industry has been affected by overcapacity resulting in fewer orders of ships which has impacted
demand for AVEVA’s software. Part of AVEVA’s strategy to
offset these challenges has been to diversify away from its core
markets of upstream oil and gas and marine into other markets
such as chemicals, infrastructure and power.
Schneider Electric Software Business
The following trends have shaped and are expected to continue to
shape the industry in which the Schneider Electric Software
Business operates:
Crude Oil
Crude oil prices have experienced a continued decline, which has
had an impact across all the segments of the oil industry that the
Schneider Electric Software Business serves. The primary impact
has been in the reduction of capital projects, which consequently
has affected the Schneider Electric Software Business’ licensing
and projects activity in areas such as Process Engineering and
Simulation that are bought during execution of capital projects.
Nevertheless, the decline in crude oil prices has also created
opportunities for other offers from the Schneider Electric Software
Business, particularly those related to the realisation of operational
efficiency and improved visibility of operational metrics.
However, the realisation of these opportunities often have a
protracted sales cycle and a larger competitive environment, which
limits the ability of the business to replace lost revenue through the
decline of capital projects.
Capital expenditure constraints
There has been a constraint on capital expenditure in other
industries, a similar trend to that seen in the oil sector. This has
also been manifest in other commodity industries, such as mining,
an industry of material interest for the Schneider Electric Software
Business.
Broadened customer focus
Customers have revisited the scope of traditional application areas,
such as Operations Execution and Optimisation. This has been
partly influenced by trends in other industrial sectors, such as food
and beverage and consumer packaged goods where the focus has
shifted towards the Internet of Things and digitalisation. The shift
has typically been from larger monolithic applications to smaller
“point solutions” that leverage current low cost sensor, edge
control and Cloud-based analytics technology. While the
Schneider Electric Software Business has the capabilities to
deliver these new kinds of solutions, this shift also leads to a
reduction in revenue in the short term as customers defer larger
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project implementations in favour of small pilot projects to
determine the new course of efficiency solutions.
New opportunities
There are significant opportunities for the Schneider Electric
Software Business’ technologies in new areas, such as smart
infrastructure, buildings and smart cities, especially in conjunction
with the broader offerings in energy management and building
automation from the Schneider Electric Group. These
opportunities are driven by the need for new infrastructure to have
a highly scalable monitoring and controlled infrastructure, which
is a core capability of the Schneider Electric Software Business’
real-time control and information management portfolio.
B.5

Description of the Enlarged
Group

The Company is the parent company of the AVEVA Group and
will be the parent company of the Enlarged Group.

B.6

Notifiable interests,
different voting rights and
controlling interests

So far as is known to the Company, as at the Latest Practicable
Date, the following persons were interested, directly or indirectly,
in three per cent or more of the Company’s issued share capital or
voting rights:
Percentage of
Number of existing issued
Ordinary Shares
share capital
Aberdeen Asset Management
MFS Investment Management
Fidelity International
BlackRock
Columbia Threadneedle Investments
Kames Capital
1818 Partners
Baillie Gifford

5,999,381
4,056,708
3,337,889
3,151,740
2,860,065
2,668,863
2,572,943
2,267,865

9.4
6.3
5.2
4.9
4.5
4.2
4.0
3.5

So far as is known to the Company, immediately following
Completion, the following persons shall be interested, directly or
indirectly, in three per cent or more of the Company’s issued share
capital or voting rights:
Percentage
Number of
of Enlarged
Ordinary Shares Share Capital(1)
Schneider Electric
Aberdeen Asset Management

approximately approximately
97.4 million
60.3
5,999,381
3.7

Note:
(1) Estimated based on: (a) the number of Ordinary Shares in issue at the Latest
Practicable Date, (b) the closing price of the Ordinary Shares on the Latest
Practicable Date, (c) the Directors’ estimate of the number of Ordinary
Shares which may be in issue at Completion, (d) the Directors’ estimate of
the number of fully diluted shares at Completion as defined under the Merger
Agreement, including an estimate of the issues of shares or grants or lapses
of awards or options between the Latest Practicable Date and Completion,
and (e) assuming Completion occurs at or around the end of 2017.

The Shareholders set out above do not have different voting rights.
As at the Latest Practicable Date, the Company was not aware of
any person or persons who, directly or indirectly, jointly or
severally, exercise or could exercise control over the Company.
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B.7

Selected historical key
financial information

Shareholders should read the whole of this document and not
rely solely on the summarised financial information set out
below.
AVEVA Group
Selected historical financial information which summarises the
results of operations and financial condition of the AVEVA Group
for the three financial years ended 31 March 2017, 31 March 2016
and 31 March 2015, prepared in accordance with IFRS as adopted
by the EU, is set out in the following tables.
Information provided for the financial years ended 31 March 2017,
31 March 2016 and 31 March 2015 has been extracted without
material adjustment from the audited annual report and accounts
of the AVEVA Group in respect of the financial years ended
31 March 2015, 31 March 2016 and 31 March 2017.
Summarised Consolidated Income Statement
Year ended 31 March
2017
2016
2015
(£’000)
Revenue
Cost of sales
Gross profit
Research and
development costs
Selling and administrative
expenses
Total operating expenses
Profit from operations
Other income
Finance revenue
Finance expense
Profit before tax
Income tax expense
Profit for the year
attributable to equity
holders of the parent

215,831
(14,233)
––––––––
201,598

201,491
(14,689)
––––––––
186,802

208,686
(15,538)
––––––––
193,148

(31,884)

(32,128)

(32,696)

(124,948)
––––––––
(156,832)
––––––––
44,766
1,753
777
(396)
––––––––
46,900
(8,834)
––––––––

(125,252)
––––––––
(157,380)
––––––––
29,422
–
633
(626)
––––––––
29,429
(8,955)
––––––––

(105,899)
––––––––
(138,595)
––––––––
54,553
–
765
(456)
––––––––
54,862
(13,303)
––––––––

38,066

20,474

41,559

–––––––– –––––––– ––––––––

Summarised Consolidated Balance Sheet
2017
Non-current assets
Current assets
Total Assets
Current liabilities
Non-current liabilities
Net Assets

As at 31 March
2016
(£’000)

2015

89,920
227,784
––––––––
317,704

87,513
208,557
––––––––
296,070

90,930
202,430
––––––––
293,360

89,831
7,191
––––––––
220,682

86,723
8,349
––––––––
200,998

87,763
15,667
––––––––
189,930

–––––––– –––––––– ––––––––
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Summarised Consolidated Cash Flow Statement
Year ended 31 March
2017
2016
2015
(£’000)
Net cash generated from
operating activities
47,858
Net cash flows (used in)/from
(4,117)
investing activities
Net cash flows used in
financing activities
(27,597)
––––––––
Net (decrease)/increase in
cash and cash equivalents
16,144
Net foreign exchange
difference
4,707
Opening cash and cash
equivalents
64,611
––––––––
Closing Cash and cash
equivalents
85,462

24,338

30,906

2,354

(32,644)

(19,956)
––––––––
6,736
(644)

(17,933)
––––––––
(19,671)
881

58,519
––––––––

77,309
––––––––

64,611

58,519

–––––––– –––––––– ––––––––

There has been no significant change in the financial condition or
operating results of the AVEVA Group since 31 March 2017, the
date to which the last audited financial statements of the AVEVA
Group were published.
The consolidated financial statements prepared by AVEVA
subsequent to Completion will be prepared on the basis that the
Schneider Electric Software Business is the accounting acquirer
and will therefore consolidate the results of AVEVA from such
date.
Schneider Electric Software Business
Selected historical financial information which summarises the
results of operations and financial condition of the Schneider
Electric Software Business for the three financial years ended
31 March 2017, 31 March 2016 and 31 March 2015, prepared in
accordance with IFRS as issued by the IASB and as adopted by the
EU, is set out in the following tables.
Information provided for the financial years ended 31 March 2017,
31 March 2016 and 31 March 2015 has been extracted without
material adjustment from the historical combined financial
information of the Schneider Electric Software Business for the
years ended 31 March 2017, 31 March 2016 and 31 March 2015,
respectively, included in this document.
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Summarised Consolidated Income Statement
Year ended Year ended Year ended
March 31, March 31, March 31,
2017
2016
2015
(US$ millions)
Revenue
Cost of sales

565.9
(196.6)
––––––––
Gross profit
369.2
Research and development
(96.4)
Selling, general and
administrative expenses
(156.4)
––––––––
Total operating expenses
(252.8)
––––––––
EBITA adjusted*
116.4
––––––––
Other operating income
and expenses
(2.4)
Restructuring costs
(4.5)
––––––––
EBITA**
109.4
––––––––
Amortisation of identifiable
intangible assets
(44.9)
––––––––
Operating income
64.5
––––––––
Net financial income
2.7
––––––––
Profit before tax
67.2
––––––––
Income tax expense
(17.0)
––––––––
Net income
50.2

601.0
(230.7)
––––––––
370.3
(91.7)

601.0
(238.4)
––––––––
362.5
(85.3)

(142.9)
––––––––
(234.6)
––––––––
135.7
––––––––

(151.7)
––––––––
(236.9)
––––––––
125.6
––––––––

(5.7)
(2.2)
––––––––
127.8
––––––––

(7.8)
(0.6)
––––––––
117.2
––––––––

(47.1)
––––––––
80.7
––––––––
(1.6)
––––––––
79.1
––––––––
(20.5)
––––––––
58.6

(46.1)
––––––––
71.1
––––––––
(2.4)
––––––––
68.7
––––––––
(13.6)
––––––––
55.1

–––––––– –––––––– ––––––––

*

Operating profit before amortisation of identifiable intangible assets,
goodwill impairment, restructuring costs and other operating income and
expenses.

**

Operating profit before amortisation and impairment of identifiable
intangible assets and before goodwill impairment.

Summarised Consolidated Balance Sheet
March 31, March 31, March 31,
2017
2016
2015
(US$ millions)
Non-current assets
Current assets

316.9
315.7
––––––––
632.6

345.3
343.0
––––––––
688.3

393.3
326.9
––––––––
720.1

89.1
328.8
––––––––
TOTAL LIABILITIES AND
INVESTED EQUITY
632.6

111.3
281.1
––––––––

131.0
238.9
––––––––

688.3

720.1

TOTAL ASSETS
Non-current liabilities
Total current liabilities

–––––––– –––––––– ––––––––

7

Summarised Consolidated Cash Flow Statement
Year ended Year ended Year ended
March 31, March 31, March 31,
2017
2016
2015
(US$ millions)
Net cash provided by
operating activities
Net cash used in investing
activities
Net cash (used in) provided
by financing activities
Effect of exchange rate
changes
Net (decrease) increase in
cash and cash equivalents
Cash and cash equivalents
at beginning of period
Cash and cash equivalents
at end of period

140.3

124.8

118.7

(24.3)

(18.5)

(19.0)

(101.2)

(103.7)

(97.5)

(3.2)

(1.5)

(4.4)

11.6

1.0

(2.2)

16.4

15.3

17.5

28.0

16.4

15.3

There has been no significant change in the financial condition or
operating results of the Schneider Electric Software Business
since 31 March 2017, the date to which the last audited financial
information of the Schneider Electric Software Business was
prepared.
B.8

Selected key pro forma
financial information

Selected key unaudited pro forma financial information for the
Enlarged Group is set out below. The Unaudited Pro Forma
Financial Information has been prepared on the basis set out in the
notes below to illustrate the impact of (i) the Combination and
(ii) the Return of Value on the income statement of AVEVA Group
plc for the year ended 31 March 2017 as if they had taken place at
the beginning of that financial year, and on the net assets of
AVEVA Group plc as at 31 March 2017 as if they had taken place
at that date.
The Unaudited Pro Forma Financial Information has been
prepared for illustrative purposes only and, by its nature, addresses
a hypothetical situation and does not, therefore, represent the
Enlarged Group’s actual financial position or results.
For the purpose of the Unaudited Pro Forma Information, the
Schneider Electric Software Business is treated as the accounting
acquirer under IFRS.
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Unaudited Pro Forma Income Statement for the year ended
31 March 2017

AVEVA
Group plc
for the
year ended
31 March
2017
£m
(Note 1)
Revenue
Cost of sales
Gross profit
Research & development
costs
Selling and administrative
expenses
Total operating expenses
Profit/(loss) from operations
Other income/(expense)
Finance revenue
Finance expense
Analysed as:
Adjusted profit
before tax
Amortisation of
intangibles (excluding
other software)
Share-based payments
Gain on fair value of forward
foreign exchange contracts
Exceptional items
Profit/(loss) before tax
Income tax (expense)/
credit
Profit/(loss) for the year
attributable to the equity
holders of the parent

Pro Forma Adjustments
–——————————
Schneider
Electric
Software
Business
for the
Enlarged
year ended
CombiGroup
31 March
nation Pro Forma
2017 adjustments
Total
£m(*)
£m
£m
(Note 2)
(Note 3)
(Note 4)

215.8
(14.2)
––––––––
201.6

432.9
(150.4)
––––––––
282.5

–
–
––––––––
–

648.7
(164.6)
––––––––
484.1

(31.9)

(73.7)

–

(105.6)

(124.9)
––––––––
(156.8)
––––––––
44.8
1.7
0.8
(0.4)

(157.5)
––––––––
(231.2)
––––––––
51.3
(1.8)
2.1
–

(19.0)
––––––––
(19.0)
––––––––
(19.0)
–
–
–

(301.4)
––––––––
(407.0)
––––––––
77.1
(0.1)
2.9
(0.4)

55.0

91.3

–

146.3

(5.8)
(1.1)

(34.3)
–

–
–

(40.1)
(1.1)

0.7
(1.9)

–
(5.4)

–
(19.0)

0.7
(26.3)

46.9

51.6

(19.0)

79.5

(8.8)
––––––––
38.1

(13.0)
––––––––
38.6

–
––––––––
(19.0)

(21.8)
––––––––
57.7

(*) These adjustments are expected to have a continuing impact.
Notes:
(1) AVEVA Group plc Income Statement
The AVEVA Group plc financial information has been extracted without
material adjustment from the audited consolidated financial statements of
AVEVA Group plc for the year ended 31 March 2017.
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(2) Schneider Electric Software Business Income Statement
The financial information on the Schneider Electric Software Business has
been extracted without material adjustment from the historical combined
financial information of the Schneider Electric Software Business set out in
this document. Certain financial statement line items from the combined
financial information of the Schneider Electric Software Business are not
separately presented in the consolidated financial statements of AVEVA and
have been grouped so their presentation is consistent with the presentation of
AVEVA’s consolidated financial statements as follows:
For the period ended
31 March 2017
US$m
£m
Selling and administrative expenses:
Selling, general and administrative
expenses
Restructuring costs
Amortisation of identifiable intangible assets
acquired in business combinations
Selling and administrative expenses

156.4
4.5

119.6
3.5

44.9
––––––––
205.8

34.4
––––––––
157.5

––––––––

––––––––

Amounts were converted from US dollars to pounds sterling using the
average exchange rate for the year ended 31 March 2017 (US$1.3073: £1).
(3) Combination adjustments
Selling and administrative expenses – The £19.0 million pro forma
adjustment to selling and administrative expenses relates to the estimated
transaction costs of £20.7 million, excluding £1.7 million of costs relating to
the issue of shares which has been written-off against share premium. These
adjustments are not expected to have a continuing impact on the consolidated
income statement.
The transaction costs incurred by the Schneider Electric Group will not be
recharged to the Schneider Electric Software Business and are not included
in the pro forma adjustments.
The combination adjustments do not reflect the effect of anticipated
synergies and efficiencies associated with the Combination, nor the costs
which may be incurred in relation thereto.
The Unaudited Pro Forma Financial Information does not reflect the fair
value adjustments that are expected to be made post-closing and,
consequently, the Unaudited Pro Forma Income Statement does not reflect
the impact of any such adjustments, including the amortisation of any
additional assets that may be recognised.
No adjustment needs to be made to the income statement in relation to Return
of Value.
(4) Other pro forma adjustments
No adjustment has been made to reflect the trading results of AVEVA Group
plc or of the Schneider Electric Software Business since 31 March 2017.
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Unaudited Pro Forma Statement of Net Assets as at 31 March
2017
Pro Forma Adjustments
————————————————
Schneider
Electric
AVEVA
Software
Group plc
Business
Enlarged
as at
as at
CombGroup
31 March
31 March
ination
Return Pro Forma
2017
2017 Adjustments
of Value
Total
£m
£m
£m
£m
£m
(Note 1)
(Note 2)
(Note 3)
(Note 4)
(Note 5)
Non-current assets
Goodwill
54.3
Other intangible assets 21.9
Property, plant and
equipment
7.4
Deferred tax assets
3.6
Other receivables
1.5
Retirement benefit
surplus
1.2
––––––––
89.9
Current assets
Inventory
–
Amounts receivable
from related parties
–
Trade and other
receivables
93.3
Treasury deposits
45.5
Cash and cash
equivalents
85.5
Current tax assets
3.5
––––––––
227.8
––––––––
Total assets
317.7

42.4
199.2

1,579.8
–

–
–

1,676.5
221.1

8.6
2.1
1.5

–
–
–

–
–
–

16.0
5.7
3.0

–
––––––––
253.8

–
––––––––
1,579.8

–
––––––––
–

1.2
––––––––
1,923.5

9.0

–

–

9.0

30.3

–

–

30.3

190.9
–

–
–

–
(45.5)

284.2
–

22.4
–
––––––––
252.6
––––––––
506.4

529.3
–
––––––––
529.3
––––––––
2,109.1

(604.5)
–
––––––––
(650.0)
––––––––
(650.0)

32.7
3.5
––––––––
359.7
––––––––
2,283.2

179.9
83.4
–
–
––––––––
263.3

–
–
–
–
––––––––
–

–
–
–
–
––––––––
–

222.8
129.3
0.2
0.8
––––––––
353.1

–

63.6

–

8.9

–
––––––––
–
––––––––
–

5.4
––––––––
77.9
––––––––
431.0

–––––––– –––––––– –––––––– –––––––– ––––––––

Current liabilities
Trade and other
payables
42.9
Deferred revenue
45.9
Financial liabilities
0.2
Current tax liabilities
0.8
––––––––
89.8
Non-current
liabilities
Deferred tax
liabilities
3.4
Retirement benefit
obligations
3.8
Provisions and other
long term liabilities
–
––––––––
7.2
––––––––
Total liabilities
97.0

60.8

(0.6)

5.1
5.4
––––––––
71.3
––––––––
334.6

–
–
––––––––
(0.6)
––––––––
(0.6)

–––––––– –––––––– –––––––– –––––––– ––––––––
–––––––– –––––––– –––––––– –––––––– ––––––––

Net Assets

220.7

171.8

2,109.7

(650.0)

1,852.2

Notes:
(1) AVEVA Group plc Statement of Net Assets
The AVEVA Group plc financial information has been extracted, without
material adjustment from the audited financial statements of AVEVA Group
plc for the year ended 31 March 2017.
(2) Schneider Electric Software Business Statement of Net Assets
The financial information on the Schneider Electric Software Business has
been extracted without material adjustment from the historical combined
financial information of the Schneider Electric Software Business set out in
this document. Certain financial statement line items from the combined
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financial information of the Schneider Electric Software Business are not
separately presented in the consolidated financial statements of AVEVA and
have been grouped so their presentation is consistent with the presentation of
AVEVA’s consolidated financial statements as follows:
As at 31 March 2017
US$m
£m
Trade and other receivables:
Trade and other receivables
175.1
140.2
Unbilled contract revenue
52.0
41.7
Other current assets
11.3
9.0
––––––––
––––––––
Trade and other receivables
238.4
190.9
As at 31 March 2017
US$m
£m
Trade and other payables:
Trade and other payables
141.7
113.4
Other current liabilities
83.0
66.5
––––––––
––––––––
Trade and other payables
224.7
179.9
Amounts were converted from US dollars to pounds sterling using the
exchange rate as at 31 March 2017 (US$1.2488: £1).
(3) Combination adjustments
Goodwill arising on acquisition – £1,579.8 million pro forma adjustment to
goodwill comprising goodwill of £1,633.5 million arising on the reverse
acquisition of AVEVA Group plc by the Schneider Electric Software Business
less £54.3 million of goodwill already held by AVEVA Group plc from prior
acquisitions and less the associated deferred tax liability of £0.6 million. The
fair value of the consideration in this reverse acquisition will be determined
based upon the acquisition date adjusted closing price of the Ordinary Shares
and may differ materially from that referred to below with a consequential
impact on goodwill. For the purpose of estimating the fair value of the
consideration transferred in the Unaudited Pro Forma Financial Information,
the closing price of the Ordinary Shares at 4 September 2017 (being the latest
practicable date prior to the publication of this document) has been used,
adjusted as set out below.
The preliminary goodwill adjustment is calculated as follows:
Share price on the effective date of Completion
(approximated using the closing price of AVEVA
Group plc's Ordinary Shares as of 4 September
2017 less the £100 million of AVEVA cash to be
returned on a per share basis) (£)
17.64
Plus the value per share related to the £550.0 million cash
payment by the Schneider Electric Group (£)
8.58
Adjusted closing price of AVEVA Group plc’s
Ordinary Shares (£)
26.22
Number of Ordinary Shares in AVEVA Group plc which
are deemed to be acquired by the Schneider Electric Group
in consideration for £550.0 million and the contribution
of the Schneider Electric Software Business (*)
64,042,418
Total consideration transferred (£m)
1,679.2
AVEVA Group plc’s net assets at 31 March 2017 (£m)
excluding existing goodwill
(166.4)
£100 million of AVEVA cash to be returned to
AVEVA shareholders (£m)
100.0
Transaction costs expected to be incurred by
AVEVA Group plc (£m)
20.7
––––––––––
Preliminary goodwill (£m)
1,633.5
Adjustment for existing AVEVA goodwill from
prior acquisitions (£m)
(54.3)
Adjustment to deferred tax liabilities relating to
existing AVEVA goodwill (£m)
0.6
––––––––––
Preliminary goodwill adjustment (£m)
1,579.8

––––––––––

(*) Includes 52,434 shares expected to be issued upon the exercise of share
options.
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For accounting purposes under IFRS, the Combination will be treated as the
acquisition of AVEVA Group plc by the Schneider Electric Software
Business even though, legally, AVEVA Group plc is the acquirer. This means
that the assets and liabilities of AVEVA Group plc will be fair valued for the
purpose of preparing the consolidated financial statements of AVEVA Group
plc after Completion. For the purpose of preparing the Unaudited Pro Forma
Financial Information, the excess of consideration over the value of net assets
acquired has been attributed to goodwill. The Unaudited Pro Forma Financial
Information does not reflect the fair value adjustments that are expected to be
made post-closing.
The Merger Agreement stipulates Completion adjustments to the purchase
price determined based on the Schneider Electric Software Working Capital
and Net Debt at Completion. The Unaudited Pro Forma Statement of Net
Assets does not reflect any such adjustments. Further, no completion
accounts payments with respect to settlement of intra-group payables and
receivables between the Schneider Electric Software Business and the
Schneider Electric Group provided for in the Merger Agreement, have been
assumed and therefore no pro forma adjustments have been made in the
Unaudited Pro Forma Statement of Net Assets in this respect.
Cash and cash equivalents – The £529.3 million adjustment to cash represent
the cash inflows from the Schneider Electric Group of £550.0 million less the
cash outflows from the transaction costs of £19.0 million and an additional
£1.7 million of costs relating to the issue of shares which has been written off
against share premium.
Deferred Tax Liabilities – This adjustment is reflecting the deferred tax
related impact of £0.6 million relating to the reversal of the £54.3 million
existing goodwill.
(4) Return of Value
Treasury deposits – The £45.5 million of treasury deposits held by AVEVA
Group will be used to fund the Return of Value.
Cash – The adjustment relates to cash outflows of £604.5 million which
represents the proposed Return of Value to holders of existing Ordinary
Shares from the £550.0 million cash payment made by the Schneider Electric
Group under the terms of the Merger Agreement and £100.0 million excess
cash from the Company including £45.5 million treasury deposit referred to
above.
(5) Other pro forma adjustments
No adjustment has been made to reflect the trading results of AVEVA Group
plc or of the Schneider Electric Software Business since 31 March 2017.

B.9

Profit forecast or estimate

Not applicable.

B.10

Audit report on the historical
financial information –
qualifications

Not applicable. The audit reports on the historical financial
information contained in, or incorporated by reference into, this
document are not qualified.

B.11

Insufficient working capital

Not applicable.
AVEVA is of the opinion that the working capital available to the
Enlarged Group is sufficient for its present requirements, that is,
for at least the next 12 months from the date of publication of this
document, on the assumption that the authority sought pursuant to
Resolution 4 will be used in full in the maximum amount allowed.
AVEVA is of the opinion that the working capital available to the
Enlarged Group is sufficient for its present requirements, that is,
for at least the next 12 months from the date of publication of this
document.
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Section C – Securities
C.1

Type and class of securities
being admitted to trading

Ordinary Shares of 35⁄9 pence each. The ISIN of the Ordinary
Shares is GB00BBG9VN75. The ISIN of the Consideration
Shares will be GB00BBG9VN75 if the Record Date is before the
issue of the Consideration Shares.

C.2

Currency of the securities
issue

The Ordinary Shares are and will be priced in pounds sterling and
the Consideration Shares will be priced in pounds sterling.

C.3

Number of issued and fully
paid securities and par
value

As at the Latest Practicable Date, the Company had in issue
63,989,984 Ordinary Shares of 35⁄9 pence each (all of which were
fully paid or credited as fully paid). On Completion, the Company
will have approximately 161.4 million Ordinary Shares of 35⁄9
pence each (all of which will be fully paid or credited as fully
paid).

C.4

Rights attached to the
securities

The Consideration Shares will be issued at Completion, credited
as fully paid and will rank pari passu in all respects with the
Ordinary Shares, including the right to receive all dividends,
distributions or any return of capital by reference to a record date
on or after Completion, save that they will not be entitled to
receive the Return of Value.
Subject to the provisions of the Companies Act, any equity
securities issued by the Company for cash must first be offered to
Shareholders in proportion to their holdings of Ordinary Shares.
The Companies Act and the Listing Rules allow for the
disapplication of pre-emption rights which may be granted by a
special resolution of the Shareholders, either generally or
specifically, for a maximum period not exceeding five years.

C.5

Restrictions on transfer

The Ordinary Shares are freely transferable and there are no
restrictions on transfer in the UK.

C.6

Application for admission
to trading on regulated
market

As the Combination is classified as a reverse takeover under the
Listing Rules, upon Completion the listing on the premium listing
segment of the Official List of all of the existing Ordinary Shares
will be cancelled, an application will be made for the immediate
re-admission of those Ordinary Shares and the admission of
the Consideration Shares to the premium listing segment of the
Official List and to trading on the London Stock Exchange’s main
market for listed securities. It is expected that Admission will
become effective, and that dealings in the Ordinary Shares and the
Consideration Shares will commence, at 8.00 a.m. on the day of
Completion.

C.7

Dividend Policy

Under the terms of the Merger Agreement, AVEVA has agreed
that it shall not, between the date of the Merger Agreement and
Completion, pay or recommend or declare payment of a dividend
or other distribution (whether in cash, stock or in kind) or enter
into an agreement to do so, other than in respect of the Return of
Value.
Following Completion, AVEVA intends to maintain its existing
progressive dividend policy, taking account of the earnings profile
of the Enlarged Group.
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Section D – Risks
D.1

Key information on key
risks relating to the
Company or its industry

For the purposes of this section, references to the “Enlarged
Group” shall (unless the context shall otherwise require) mean
prior to Completion, the AVEVA Group and, following
Completion, the AVEVA Group as enlarged by the Combination.
Key information on the key risks relating to the Enlarged Group or
its industry are:
•

The Enlarged Group’s business will depend to a significant
degree on companies engaged in traditionally cyclical
industries, such as oil and gas, mining and marine.

•

The Enlarged Group will depend on its intellectual property,
the rights to which may be challenged or infringed by others
or otherwise prove insufficient to protect its business.

•

The Enlarged Group will depend on its senior management
team, as well as its sales management, product management
and development personnel and other key personnel. Should
the Enlarged Group not attract or retain sufficiently high
quality and experienced management and personnel, or
experience productivity decline due to turnover of sales
personnel or other personnel, this may adversely affect the
performance of the business and financial results of the
Enlarged Group.

•

The Enlarged Group’s ability to integrate the Schneider
Electric Software Business will be partially dependent upon
its ability to retain and motivate its senior management team.

•

An impairment of goodwill or other intangible assets would
adversely affect the Enlarged Group’s results of operations
and net assets.

•

The business and operating results of the Enlarged Group
will be affected by its ability to develop new and enhanced
products and services that achieve widespread market
acceptance and its ability to adapt its business model to keep
pace with industry trends.

•

The markets in which the Enlarged Group operates are
competitive and success in those markets depends on a
variety of factors. Should the Enlarged Group not be able to
compete effectively against its competitors then it is likely to
lose market share which may result in decreased sales and
poor financial performance.

•

The Enlarged Group’s strategy may involve the making of
further acquisitions to protect or enhance the competitive
position of the Enlarged Group. The success of the Enlarged
Group may therefore be, in part, dependent upon the
Enlarged Group’s management team successfully
identifying, executing and integrating such acquired
businesses into the Enlarged Group.
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D.3

Key information on key
risks relating to the
securities

•

The Enlarged Group’s software products must be compatible
with third party technology or will use technology licensed
from third parties, which, if not available to the Enlarged
Group in the future, has the potential to delay product
development and production or result in additional expenses
being incurred.

•

The Enlarged Group will be dependent upon the
effectiveness of its sales strategy and distribution channels to
maintain and grow licence, maintenance and consultancy
sales.

•

The Enlarged Group may be exposed to volatility in its
financial condition and results of operations due to
fluctuations in currency exchange rates.

Key information on the key risks relating to the Ordinary Shares
are:
•

Completion of the Combination is subject to a number of
conditions which may not be satisfied or waived.

•

The Combination may close even if there is an adverse
change or development in respect of the AVEVA Group or
the Schneider Electric Software Business.

•

Any future issues of Ordinary Shares will further dilute the
holdings of Shareholders and could adversely affect the
market price of the Ordinary Shares.

•

The share price of publicly traded companies can be highly
volatile, including for reasons related to differences between
expected and actual operating performance, corporate and
strategic actions taken by such companies or their
competitors, speculation and general conditions and
regulatory changes.

•

AVEVA cannot assure investors that it will make dividend
payments in the future.

•

Existing Shareholders will own and participants in the
AVEVA Share Plans will have an interest over a smaller
percentage of the Enlarged Group than they currently own of
AVEVA.

•

The Enlarged Group’s operating results may fluctuate and, if
the Enlarged Group fails to meet the expectations of
securities analysts or investors, the market price of Ordinary
Shares may decline significantly.

•

The AVEVA Group will be subject to restrictions under the
Relationship Agreement that could limit the Enlarged
Group’s ability to undertake certain corporate actions (such
as the issue of Ordinary Shares or the undertaking of a
merger or consolidation) that otherwise could be
advantageous to the Enlarged Group.

•

Schneider Electric will, for the purposes of Listing Rules, be
a controlling shareholder of the Enlarged Group following
Completion.
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•

The restriction in the Relationship Agreement on Schneider
Electric increasing its shareholding or making a takeover
offer for AVEVA only applies for a period of two years from
Completion. After the initial two-year period, there is a
further period of 18 months during which Schneider Electric
will be permitted to increase its shareholding or make a
takeover offer without any need for independent
Non-Executive Director approval, subject to a minimum
offer price requirement. After the further 18 month period,
Schneider Electric will be under no restrictions as to
acquisitions of shares or offers for AVEVA.

•

If the Schneider Electric Group disposes of all or a
substantial number of its Ordinary Shares, this could
adversely affect the prevailing market price of the Ordinary
Shares.
Section E – Offer

E.1

Total net proceeds and
estimated total expenses

The Combination will result in gross proceeds of £550 million.
The estimated total expenses in relation to the Combination and
the Return of Value are £20.7 million. Subsequent to the
Combination, the Return of Value will be implemented so that the
gross proceeds of £550 million will pass through to Existing
Shareholders rather than contribute to the funding of the Enlarged
Group’s future operations.

E.2

Reasons for the offer, use
of, estimated net amount of
the proceeds

Not applicable.

E.3

Terms and conditions of the Not applicable.
offer

E.4

Material interests

Not applicable.

E.5

Selling shareholders and
Lock-up agreements

No Shareholders are selling any Ordinary Shares pursuant to an
offer to the public.

E.6

Dilution

Upon Completion, Existing Shareholders will own 40 per cent
(on a Fully Diluted Basis) of the Enlarged Group. As a result of the
Combination, Existing Shareholders will experience a dilution of
approximately 60 per cent, and the interests of participants in
AVEVA Share Plans will be similarly diluted.

E.7

Estimated expenses charged Not applicable; no expenses will be directly charged to the
investors by the Company.
to investor
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RISK FACTORS
An investment in the Ordinary Shares or proceeding with the Combination involves certain risks. Existing
Shareholders and prospective investors should carefully consider the risks set forth below, all of the
information set forth in this document and their personal circumstances prior to making any decision on the
proposed Resolutions (in the case of Existing Shareholders only) or any investment decision with respect to
the Ordinary Shares. The risks described below could have a material adverse effect on the AVEVA Group’s
and, following Completion, the Enlarged Group’s business, financial condition, results of operations, future
prospects and the price of the Ordinary Shares and it is possible that Existing Shareholders and investors
could lose all or part of their investment in the Ordinary Shares. In addition, the risks below are not the only
risks to which the AVEVA Group and, following Completion, the Enlarged Group may be subject. The
Company may be unaware of certain risks or believe certain risks to be immaterial which later prove to be
material.
Existing Shareholders and prospective investors should note that the risks relating to the Enlarged Group,
its industry and the Ordinary Shares summarised in the section of this document headed “Summary”
(Section D) are those risks that the Directors believe to be the most essential in respect of the Combination
and to an assessment by a prospective investor of whether to consider an investment in the Ordinary Shares.
However, as the risks which the Enlarged Group faces relate to events and depend on circumstances that may
or may not occur in the future, Existing Shareholders and prospective investors should consider not only the
information on the key risks summarised in the section of this document headed “Summary” (Section D) but
also, among other things, the risks and uncertainties described below.
The order in which the following risk factors are presented does not necessarily reflect the likelihood of their
occurrence or the relative magnitude of their potential material adverse effect on the business, financial
condition, results of operation or prospects of the Enlarged Group or the market price of the Ordinary
Shares.
For the purposes of this section, references to the “Enlarged Group” shall (unless the context shall
otherwise require) mean prior to Completion, the AVEVA Group and, following Completion, the
AVEVA Group as enlarged by the Combination.
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PART A: RISKS RELATING TO THE ENLARGED GROUP
The Enlarged Group’s business will depend to a significant degree on companies engaged in traditionally
cyclical industries, such as oil and gas, mining and marine.
A significant proportion of the AVEVA Group’s and the Schneider Electric Software Business’ revenue has
been derived from customers engaged in capital projects in the oil and gas, mining and marine industries and
AVEVA expects that such industries will continue to account for a significant proportion of the Enlarged
Group’s total revenue for the foreseeable future.
As a result, the demand for the provision of the Enlarged Group’s services and/or products, as well as the
impact on turnover and profitability, will be dependent on global levels of activity in oil and gas exploration,
development and production, mining and mineral processing and in the marine industry. These activity levels
are principally affected by trends in, and expectations regarding, commodity prices especially crude oil,
natural gas and metals which in turn impact capital projects in these industries and global demand impacts
the activity of major shipyards. These collectively represent factors over which the Enlarged Group will have
no control. Adverse developments in these markets, including any prolonged reduction in oil and gas prices,
could lead to a decline in customer demand for the products and/or services of the Enlarged Group which
could have a material adverse effect on the business, results of operations, financial condition and prospects
of the Enlarged Group.
The Enlarged Group will depend on its intellectual property, the rights to which may be challenged or
infringed by others or otherwise prove insufficient to protect its business.
The AVEVA Group’s and the Schneider Electric Software Business’ respective successes have been built
upon the development of their respective substantial intellectual property rights and, following Completion,
the Enlarged Group will rely on its intellectual property rights, in particular its exclusive right to use
technologies which are included in its software products. However, certain of the Enlarged Group’s
intellectual property rights are not protected by patents or the subject of pending patent applications, but
include trade secrets, copyright and other know-how that is not considered patentable. Each of the AVEVA
Group and the Schneider Electric Software Business has historically sought to protect its proprietary
information and trade secrets that may not be patented or patentable and to secure its rights to copyright and
patentable inventions by confidentiality agreements and, where applicable, inventors’ rights agreements with
its customers, partners and employees and, following Completion, the Enlarged Group intends to continue
to do so. However, there can be no assurance that the Enlarged Group will continue to be able to protect,
maintain and enforce its existing intellectual property rights, whether through confidentiality agreements,
inventors’ rights agreements or registrations. Moreover, the Enlarged Group will continue to operate across
multiple jurisdictions, the intellectual property laws of which are complex and varied, and effective
protection for the software products of the Enlarged Group may be unavailable or limited or not applied for
in countries in which the Enlarged Group will operate.
Regardless of any contractual or legal protections or remedies in place or available to the Enlarged Group,
it may be possible for an unauthorised third party to reverse engineer or decompile the Enlarged Group’s
software products. The Enlarged Group may be unable to detect such actions or take appropriate steps to
enforce its rights against the perpetrators, particularly in certain international markets. In common with other
companies in the software industry, the Enlarged Group may choose from time to time to use open source
software in some of its products. Despite rigorous processes to select only open source software that should
not compromise the Enlarged Group’s intellectual property, there may be uncertainty about the legal effect
of some open source software licences. By using open source software, the Enlarged Group may become
obliged to disclose parts of its own source code, or may unknowingly be infringing the intellectual property
rights of a third party.
If the Enlarged Group becomes subject to litigation in respect of infringing actions alleged against it or by
third parties, it could result in the Enlarged Group incurring significant expense, and could adversely affect
the development of sales of the challenged product or intellectual property and divert the efforts of
its technical and management personnel, whether or not the litigation is resolved in favour of the Enlarged
Group. If any claim against the Enlarged Group were to be successful, the Enlarged Group may need to
re-design the relevant product (which would demand further investment in that product, take a licence on the
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infringing intellectual property within its product, which may not always be possible on acceptable
commercial terms) or even cease to sell that product, and accept the consequential impact on revenue. In
addition, the Enlarged Group may not have insurance cover for these types of claims or such insurance cover
may not be adequate. Were any of these risks to materialise, it may have a material adverse effect on the
business, results of operations, financial condition and prospects of the Enlarged Group.
The Enlarged Group will depend on its senior management team, as well as its sales management,
product management and development personnel and other key personnel. Should the Enlarged Group
not attract or retain sufficiently high quality and experienced management and personnel, or experience
productivity decline due to turnover of sales personnel or other personnel, this may adversely affect the
performance of the business and financial results of the Enlarged Group.
The Directors believe that the future success of the Enlarged Group will depend upon its ability to attract and
retain senior management (including directors) as well as sales management, product management and
development personnel and other key personnel who represent significant assets to the business and provide
expertise and experience critical to the Enlarged Group, including implementation of its strategy. There is
and will be competition for qualified personnel in the Enlarged Group’s markets and employees who are
highly trained are likely to remain a limited resource for the foreseeable future. As a result, there can be no
certainty that the Enlarged Group will be able to attract and retain adequately skilled personnel in the future.
If the Enlarged Group fails to recruit and retain qualified management and other personnel with the requisite
technical experience gained through many years of market experience, it may be unable to continue to
deliver high quality products which could lead to a failure to deliver services on a timely basis, the inability
to pursue business in a new area or a loss of reputation.
From time to time, the Enlarged Group may make changes in the organisational structure and compensation
plans of the Enlarged Group’s sales organisations and other functions, which may increase the risk of
turnover of sales personnel or other personnel. To the extent that the Enlarged Group experiences turnover
within its direct sales force, sales management or other functions, there is a risk that the productivity of the
sales force or other functions would be negatively impacted which could lead to revenue declines. Turnover
within the sales force of the Enlarged Group may cause disruption in sales cycles leading to delay or loss of
business. In addition, it can take time to implement new sales management plans and to recruit and train new
sales representatives effectively, which may prolong any disruption to the sales cycles.
Any failure by the Enlarged Group to attract or retain sufficiently high quality and experienced management
and other personnel (including directors), or if the Enlarged Group were to experience productivity decline
due to turnover of sales personnel or other personnel, it may have a material adverse effect on the business,
results of operations, financial condition and prospects of the Enlarged Group.
The Enlarged Group’s ability to integrate the Schneider Electric Software Business will be partially
dependent upon its ability to retain and motivate its senior management team.
Following the Combination, the integration of the businesses of the AVEVA Group and the Schneider
Electric Software Business will be led by certain members of the Enlarged Group’s senior management.
Such senior management and other personnel have an intricate understanding of the systems, processes,
operations and employees of the AVEVA Group and Schneider Electric. The knowledge and experience of
these individuals, together with their ability to generate and deliver an integration plan, are crucial to the
integration process. The Enlarged Group’s ability to retain such personnel may be diminished by the
increased demands placed on them during the integration process which may affect the morale of key
individuals. The Directors believe that the success of the integration will depend, in part, upon the Enlarged
Group’s ability to retain and motivate such personnel. Failure to retain or motivate such personnel may delay
the integration timetable and hinder or prevent the successful integration of the Schneider Electric Software
Business into the Enlarged Group. In such circumstances the Enlarged Group may be required to procure
additional resources to complete integration. A loss of key integration personnel or a decline in the
motivation of such employees may adversely affect the business and results of operations of the Enlarged
Group.
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An impairment of goodwill or other intangible assets would adversely affect the Enlarged Group’s results
of operations and net assets.
Under IFRS, goodwill and intangible assets with indefinite economic lives are not amortised but are tested
for impairment annually or more often if an event or circumstance indicates that an impairment loss may
have been incurred. Other intangible assets with a finite economic life are amortised on a straight-line basis
over their estimated useful economic lives and reviewed for impairment whenever there is an indication of
impairment. In particular, if the combination of the AVEVA Group and the Schneider Electric Software
Business meets with unexpected difficulties, or if the business of the Enlarged Group does not develop as
expected, impairment charges may be incurred in the future which could be significant and which could have
a material adverse effect on the business, results of operations, financial condition and prospects of the
Enlarged Group.
The Enlarged Group will have significant intangible assets and goodwill that are susceptible to impairment
as a result of changes in various factors or conditions. On a pro forma basis assuming the Combination and
the Return of Value had taken place on 31 March 2017, the Enlarged Group would have had intangible assets
and goodwill of £1,897.6 million. Please refer to Part IX (Unaudited Pro Forma Financial Information on
the Enlarged Group) of this document which contains an unaudited pro forma statement of net assets to
illustrate the effect of the Combination and the Return of Value on the net assets of AVEVA as if these events
had taken place on 31 March 2017. The Enlarged Group will assess impairment of amortisable intangible
assets whenever events or changes in circumstances indicate that the carrying value may not be recoverable.
In addition, many asset classes are subject to impairment consideration on a periodic basis under applicable
accounting rules. Factors that could trigger an impairment of such assets include the following:
•

a significant underperformance relative to historical or projected future operating results;

•

significant negative industry or general economic trends; and/or

•

a sustained decline in its market capitalisation below net book value.

The Enlarged Group will assess the potential impairment of goodwill and other intangible assets as of each
financial year-end. It will also assess the potential impairment of goodwill and other intangible assets
whenever events or changes in circumstances indicate that the carrying value may not be recoverable.
Adverse changes in operations or other unforeseeable factors could result in an impairment charge to the
Enlarged Group’s net assets in future periods; any such charge would have no direct cash impact, but would
impact the Enlarged Group’s net assets.
The business and operating results of the Enlarged Group will be affected by its ability to develop new and
enhanced products and services that achieve widespread market acceptance and its ability to adapt its
business model to keep pace with industry trends.
The success of the Enlarged Group will depend on its ability to respond to the changing needs of its
customers by developing or introducing new products, product upgrades and services on a timely basis. If
products do not meet their requirements, customers will seek alternative solutions, resulting in the loss of
new revenue opportunities, the cancellation of existing contracts and harm to reputation. The Enlarged Group
will have a large number of products, at differing stages of their life cycle and the extent of investment in
each product will need to be managed and prioritised considering the expected future prospects. In particular,
there is a risk that insufficient focus on key research and development projects may damage the long-term
growth prospects of the Enlarged Group.
New and enhanced product development involves a significant commitment of time and resources and is
subject to a number of risks and challenges including:
•

managing the length of the development cycle for new products and product enhancements, which
may take longer than planned to achieve market acceptance;

•

adapting to (and anticipating) emerging industry trends and technological developments by the
Enlarged Group’s competitors and peers;
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•

updating the skill sets of employees of the Enlarged Group with respect to technological
developments and the needs of customers;

•

undetected errors, failures, performance problems or defects due to the complexity of software
products;

•

undertaking research and development in novel domains which may prove subsequently to have little
or no technological or commercial benefit;

•

entering into new or unproven markets of which the Enlarged Group may have limited experience;

•

deploying capital to new strategic areas;

•

managing new product and service strategies; and

•

incorporating acquired products and technologies.

Further, if the Enlarged Group is unable to respond to changing customer demand, the reputation and image
of the business and financial operations of the Enlarged Group may be impaired and customer demands for
a particular category of product may decrease in the future.
In addition, as a result of any product defect or error the Enlarged Group may incur significant product
development, support and warranty costs and be subject to product liability claims. A product defect or error
could also divert the attention of software development and product management personnel and cause
significant customer relationship problems or loss of customers, all of which would harm the business in
terms of revenue and brand reputation. The level of new licence sales may decrease and the contracts for the
provision of maintenance services to the Enlarged Group’s customers, may not be renewed resulting in
increased attrition rates.
The Enlarged Group may also experience delays in the introduction of new products due to various factors
including the complexity of software products, the need for extensive testing of software to ensure
compatibility of new releases with a wide variety of application software and hardware devices and the need
to ensure quality of products prior to extensive distribution.
If the Enlarged Group is not successful in managing these risks and challenges, or if its new products,
product upgrades, and services are not technologically competitive or do not achieve market acceptance, the
business and operating results of the Enlarged Group may be adversely affected.
The markets in which the Enlarged Group operates are competitive and success in those markets depends
on a variety of factors. Should the Enlarged Group not be able to compete effectively against its
competitors then it is likely to lose market share which may result in decreased sales and poor financial
performance.
The markets in which the Enlarged Group operate are competitive and are characterised to varying degrees
by rapid technological change, evolving industry standards, evolving business models and consolidation
within the software industry. The Enlarged Group faces competition from a number of sources in the market
for its software solutions. The Enlarged Group could be adversely affected through declining product sales
if it fails to obtain comprehensive information about the markets in which it operates and assess competitive
risks so that it fails to understand the competitive landscape adequately and thereby identify where
competitive threats exist.
The Enlarged Group’s competitors may establish strategic or commercial relationships among themselves or
with existing or potential customers or other third parties, which may have the effect of reducing the ability
of the Enlarged Group to promote and sell its products successfully. Accordingly, it is possible that new
competitors or alliances among competitors could emerge and potentially rapidly acquire market share,
which may harm the Enlarged Group’s future business and growth prospects.
The inclusion of products that perform the same or similar functions as the Enlarged Group’s products
bundled within other companies’ software products, or services similar to those provided by the Enlarged
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Group, could reduce the perceived need for the Enlarged Group’s products and services, or render its
products obsolete and unmarketable. Furthermore, even if these incorporated products are inferior to or more
limited than the Enlarged Group’s products, customers may elect to accept the incorporated products rather
than purchase the Enlarged Group’s products.
In addition, the software industry is currently undergoing consolidation as software companies seek to offer
more extensive suites and broader arrays of software products and services, as well as integrated software
solutions. This trend could create opportunities for certain software companies to increase their market share
through the acquisition of companies that dominate certain lucrative market niches or that have loyal
installed customer bases. In doing so, these competitors may be able to reduce prices on software that
competes with the Enlarged Group’s solutions, in part by leveraging their larger economies of scale.
Consolidation may also permit competitors of the Enlarged Group to offer a broader suite of products and
more comprehensive bundled solutions, including hardware, software and services. This industry
consolidation may result in increased pricing pressure and/or loss of business to these larger competitors,
which may have a material adverse effect on the business, results of operations, financial condition and
prospects of the Enlarged Group.
The Enlarged Group’s strategy may involve the making of further acquisitions to protect or enhance the
competitive position of the Enlarged Group. The success of the Enlarged Group may therefore be, in part,
dependent upon the Enlarged Group’s management team successfully identifying, executing and
integrating such acquired businesses into the Enlarged Group.
As part of its strategy for growth, the Enlarged Group may evaluate acquisition and business investment
opportunities and it could decide in the future to make additional acquisitions and investments. The effect of
this may be to place additional strain on the Enlarged Group’s senior management team and its financial and
other resources. Should further acquisitions be made, the Enlarged Group may have difficulty incorporating
the acquired technologies or products into its existing product lines, integrating the operations and facilities
and retaining key personnel of the acquired business. If the Enlarged Group fails to implement successfully
its acquisition and business investment strategy, if it is unable to integrate successfully businesses it acquires,
such integration being necessary to realise and maximise any synergies, or if it does not realise the
anticipated financial and strategic goals of acquisitions, the Enlarged Group’s business, results of operations,
financial condition and prospects may be materially adversely affected.
The AVEVA Group and the Schneider Electric Software Business have entered into various acquisitions
over recent years and may be subject to or have the benefit of certain residual representations, warranties,
indemnities, covenants or other liabilities, obligations or rights which affect the business, operations and
financing of the Enlarged Group.
Each of the AVEVA Group and the Schneider Electric Software Business has entered into various
acquisitions over recent years and may be subject to or have the benefit of certain residual representations,
warranties, indemnities, covenants or other liabilities, obligations or rights including change of control
provisions which may be triggered by the Combination. For instance, in September 2013, Invensys plc
(which was subsequently acquired by Schneider Electric) acquired InduSoft and in September 2014, the
Schneider Electric Software Business acquired InStep Software. The Enlarged Group may become subject
to or may take legal proceedings if for any reason any such representations, warranties, indemnities,
covenants or other liabilities, obligations or rights become enforceable against or by the Enlarged Group.
Any such litigation may be time consuming and expensive and there may be no certainty as to the outcome
of any such legal proceedings once initiated. Any such litigation may also divert the attention and time of the
management of the Enlarged Group and may adversely affect the financial condition and results of
operations for the Enlarged Group. Further, the Enlarged Group may not have insurance cover for these types
of claims or such insurance may not be adequate.
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The Enlarged Group’s software products must be compatible with third party technology or will use
technology licensed from third parties which, if not available to the Enlarged Group in the future, has the
potential to delay product development and production or result in additional expenses being incurred.
In common with all software businesses, the Enlarged Group’s products must integrate with a variety of
operating systems, software applications, hardware and technologies of third parties. If the Enlarged Group’s
products are not compatible with such technologies in the future or it becomes prohibitively expensive to
ensure compatibility, this could result in the Enlarged Group becoming less competitive. The Enlarged
Group may incur significant expenditure and substantial costs associated with redesigning, testing and
distributing new products or technology which could negatively impact the financial condition and results of
operations for the Enlarged Group.
Some of the Enlarged Group’s solutions contain software licensed from third parties which may not be
available in the future on terms that are acceptable or allow the Enlarged Group’s products to remain
competitive. The loss of these licences or the inability to maintain any of them on commercially acceptable
terms could delay development of future products or the enhancement of existing products of the Enlarged
Group. The Enlarged Group may also choose to pay a premium price for any such licence in certain
circumstances where continuity of the licensed product would outweigh the premium cost of the licence. The
unavailability of these licences or the necessity of agreeing to commercially unreasonable terms for such
licences could have a material adverse effect on the business, results of operations, financial condition and
prospects of the Enlarged Group.
The Enlarged Group’s customers are expected to license and deploy its products across a variety of computer
platforms and integrate them with a number of third-party software applications. These combinations
increase the Enlarged Group’s risk further because, in the event of a system-wide failure, it may be difficult
to determine which product is at fault. As a result, the Enlarged Group may be harmed by the failure of
another supplier’s products.
The Enlarged Group’s research and development efforts may not produce successful new products or
enhancements to existing products that result in significant revenue, cost savings or other benefits in the
near future, if at all.
Developing new products and enhancements to products is expensive and time consuming, and there is no
assurance that such activities will result in significant new marketable products or enhancements to the
Enlarged Group’s platform, design improvements, cost savings, revenue or other expected benefits. If the
Enlarged Group spends significant resources on research and development and is unable to generate an
adequate return on its investment, its business, results of operations, financial condition and prospects may
be materially adversely affected.
The Enlarged Group will be dependent upon the effectiveness of its sales strategy and distribution
channels to maintain and grow licence, maintenance and consultancy sales.
The Enlarged Group’s product marketing programmes and strategies to exploit channel opportunities may
not be effective and may reduce the prospects for additional revenue streams going forward for the Enlarged
Group. Whilst a significant proportion of the Enlarged Group’s sales will be derived from direct sales
channels, the Enlarged Group will depend on systems integrators, resellers and OEMs to generate a portion
of its turnover. Should any channel suffer from a decreased level of effectiveness, then the ability of the
Enlarged Group to reach customers and thereby sell products may be impaired and this may harm the
business of the Enlarged Group.
The sales and distribution strategy for the Enlarged Group will rely partly on the ability of systems
integrators, resellers and OEMs to develop their respective customer bases and incorporate the software
technology of the Enlarged Group into the software and services each offers to its customers. In addition, the
Enlarged Group will rely on third parties to sell, distribute and support its software products in territories
where the Enlarged Group does not have a physical presence. If the sales and marketing strategy for the
Enlarged Group were to change in the future, the Enlarged Group may need to make further investment in
sales, service and support staff in certain geographic areas. The business, results of operations, financial
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condition and growth prospects for the Enlarged Group could be materially adversely affected if systems
integrators, packaged application providers or resellers:
•

renegotiate existing contractual arrangements;

•

use a competitor’s technology;

•

are unable to attract additional customers, maintain existing customer relationships or effectively
market the solutions of the Enlarged Group;

•

engage in inappropriate practices without the knowledge of the Enlarged Group which could result in
penalties and/or reputational damage to the Enlarged Group;

•

are unable to deliver the same quality or standard of services, which may require the Enlarged Group
to engage with their customers at a direct cost to the Enlarged Group to protect the Enlarged Group’s
product and services standards and reputation;

•

are in conflict with the activities of the Enlarged Group’s direct sales and marketing activities;

•

experience financial difficulties that may impact their ability to market the Enlarged Group’s products
and may lead to delays, or even default, in their payment obligations to the Enlarged Group; and/or

•

fail to provide accurate and timely reporting of the Enlarged Group’s channel sales.

The Enlarged Group’s ability to maintain customer satisfaction will depend in part on the quality of its
professional service organisation and technical and other support services, including the quality of the
support provided on its behalf by certain partners. Failure to maintain high-quality customer support
could have a material adverse effect on the Enlarged Group’s business, financial condition and results of
operations.
Once products are deployed within the IT environments of the Enlarged Group’s customers, these customers
will depend on the Enlarged Group’s technical and other support services, as well as the support of the
Enlarged Group’s channel partners, to resolve any issues relating to the implementation and maintenance of
the Enlarged Group’s products. If the Enlarged Group or its channel partners do not effectively assist its
customers in deploying its products, succeed in helping its customers quickly resolve post-deployment
issues, or provide effective ongoing support, the Enlarged Group’s ability to sell additional products to
existing customers would be adversely affected and the Enlarged Group’s reputation with potential
customers could be damaged.
The Enlarged Group’s businesses may be subject to inherent risks arising from the general and sector
specific economic conditions in the markets in which the Enlarged Group will operate.
The performance of the Enlarged Group may be affected by changes in economic or market conditions. The
business of the Enlarged Group may be affected by general risks faced by all companies operating in the
same markets as the Enlarged Group. The growth and development of the markets in which the Enlarged
Group will operate depend on numerous factors many of which are beyond its control and the exact effect
of which cannot accurately be predicted. Such factors include general economic and political activities
including the extent of any governmental regulation, legislation and taxation. The Enlarged Group could be
adversely affected by changes in economic, political, administrative, taxation or other regulatory factors in
any jurisdictions in which the Enlarged Group may operate. Adverse global economic conditions may result
in decreased demand and increased price competition for the products of the Enlarged Group which could
have a material adverse effect on the business, results of operations, financial condition and prospects of the
Enlarged Group.
The Enlarged Group will be exposed to the risks relating to the United Kingdom’s potential exit from the
European Union.
On 23 June 2016 a majority of voters in the referendum voted for the United Kingdom to leave the EU.
Following this vote, on 29 March 2017, the UK Government triggered Article 50 of the Lisbon Treaty to
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commence the process for leaving the EU. Detailed negotiations are now taking place to determine the future
terms of the UK’s relationship with the EU but the long-term nature of this relationship remains unclear. In
addition, the UK’s exit from the EU could lead to legal uncertainty and potentially divergent national laws
and regulations as the United Kingdom determines which EU laws to replace or replicate, which could
materially change the regulatory framework applicable to the Enlarged Group’s operations. The UK’s exit
from the EU could also result in restrictions on the movement of capital and the mobility of personnel, as
well as volatility in the pound sterling exchange rate against the US dollar and the Euro (see the risk factor
entitled “The Enlarged Group may be exposed to volatility in its financial condition and results of operations
due to fluctuations in currency exchange rates”). The consequences for the Enlarged Group’s businesses
remain uncertain and any of these risks could result in higher operating costs, higher debt and reduced
income, and could have a material adverse effect on the business, results of operations, financial condition
and prospects of the Enlarged Group.
The Enlarged Group will sell and distribute its software products around the globe and, as a result, will
be subject to associated risks and uncertainties.
The Enlarged Group will sell its software products, directly or indirectly, around the world. As a result, the
business of the Enlarged Group will be subject to various risks inherent in international operations, including
(but not limited to) software licence infringement, intellectual property laws, uncertainty regarding liability,
tariffs and other trade barriers, foreign currency exchange risk, difficulties in staffing and managing foreign
offices (including those experienced by its resellers), different payment cycles, different local accounting
practices, problems in collecting accounts receivable, political instability and potentially differing tax laws
and practices. Any of the foregoing could have a material adverse effect on the business, results of
operations, financial condition and prospects of the Enlarged Group.
The Enlarged Group may be exposed to volatility in its financial condition and results of operations due
to fluctuations in currency exchange rates.
As the Enlarged Group will operate in various countries, it will be exposed to foreign currency rate
fluctuations. The Enlarged Group will have significant businesses in the United Kingdom, Europe, the USA
and India, which generate revenue and have associated operating costs in currencies other than its reporting
currency, the pound sterling. The Enlarged Group will be exposed to currency transaction risks when its
subsidiaries enter into transactions using a currency other than their functional currency. This mismatch will
result in gains or losses with respect to movements in foreign exchange rates and may be material. The
Enlarged Group may enter into financial transactions to hedge a portion of these currency exposures.
However, hedging transactions may not be available at a reasonable cost or may prove ineffective in reducing
these exposures. Any losses incurred in connection with any hedging transactions could have a material
adverse effect on the business, results of operations, financial condition and prospects of the Enlarged Group.
As a result of the referendum on the United Kingdom’s continued membership of the European Union, there
has been a decline in the value of the pound sterling as compared to the US dollar and the Euro. A prolonged
lack of clarity on the details of the United Kingdom’s exit from the European Union may result in continued
volatility in exchange rates and a deterioration in economic conditions in the United Kingdom.
Fluctuations in the exchange rate between the Euro, the US dollar, Indian Rupee and other currencies in
which the Enlarged Group will transact, relative to the pound sterling may cause fluctuations in reported
financial results that may not necessarily relate to the financial results of operations for the Enlarged Group.
The Enlarged Group will be exposed to volatility in its financial condition and results of operations due
to variability in revenue generated from its licensing activities, including as a result of changes in revenue
model.
The Enlarged Group’s licensing revenue is currently composed of three different types: perpetual or initial
licences with annual support and maintenance agreements (known as annual fees for AVEVA); term or rental
licences and software licences as part of project implementation agreements. Revenue from project
implementation agreements are subject to greater volatility, due to the fact that customers have more
opportunities to cancel their contracts with the Enlarged Group. Further, perpetual or initial licence revenue
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can be more volatile due to the one-off purchase nature of this income stream. Term or rental licences offer
greater stability in the revenue they generate because there is more certainty that such customers will
continue to engage with the Enlarged Group for the length of the term of the licence and there is a greater
prospect that customers will renew the term of the licence. To the extent that the proportion of term or rental
licences purchased by customers decreases, this could increase the volatility of the Enlarged Group’s
financial results and results of operations.
Subscription revenues form a small but growing and strategically important proportion of the revenues of the
Schneider Electric Software Business, whereas rental revenues (which are a form of subscription) already
comprise a significant element of AVEVA’s revenues. Both subscription and rental revenues offer customers
greater flexibility and a lower initial outlay, and are therefore increasingly offered by many software
companies, including by many competitors of the Enlarged Group. The level and pace of adoption of a
subscription model is likely to vary by customer, industry, and product area and any failure to effectively
manage any such transition in response to customer demand or competitor pressures may give rise to a loss
of customers, market share and ultimately revenues and profitability. Although the medium term effect of a
greater proportion of subscription revenues should be to reduce volatility in the financial condition and
results of operations of the Enlarged Group, the period of any such transition, even if successfully managed,
may result in increased volatility in financial performance, as well as a short-to-medium term decline in (or
a reduction in growth in) reported revenues and profitability as a result of the greater proportion of revenues
which are typically deferred into future periods under a subscription model.
The IT environment of the Enlarged Group may be subject to hacking or other cybersecurity threats,
which may harm customer relationships and the market perception of the effectiveness of the Enlarged
Group’s products.
The majority of the Schneider Electric Software Business’ offerings and products store, retrieve, manipulate
and manage information and data of its customers, external data as well as its own data. AVEVA also, from
time to time, store, retrieve, manipulate and manage information and data of its customers. There is a risk of
actual or perceived breaches of the Enlarged Group’s IT security systems resulting in unauthorised access to
data centres (which may lead to a loss of source code) or other parts of IT environments containing
confidential information. Computer hackers and other third parties may be able to develop and deploy
viruses, worms and other malicious software programmes that could attack the Enlarged Group’s networks,
systems and products and lead to the compromise of confidential information of the Enlarged Group and/or
its customers. These risks will increase as the Enlarged Group grows its Cloud offerings and stores and
processes increasingly large amounts of data, including confidential information of customers.
Regardless of whether a breach (whether actual or perceived) is attributable to the Enlarged Group’s
products, such a breach may cause contractual disputes and negatively affect the market perception of the
effectiveness of the Enlarged Group’s products and reputation. Alleviating any of these problems and/or a
breach itself could materially adversely affect the business, financial condition, operating results and cash
flow of the Enlarged Group by: (i) requiring significant expenditures of capital and diversion of resources
from development efforts; (ii) resulting in the Enlarged Group losing existing or potential customers; and/or
(iii) resulting in the Enlarged Group being subject to legal action by customers or government authorities.
The Enlarged Group’s business and products will be dependent on the availability, integrity and security
of its IT systems.
The Enlarged Group’s IT systems and related software applications are integral to its business and the
Enlarged Group relies on controls and systems to ensure data integrity of critical business information and
proper operation of the Enlarged Group’s systems and networks. Lack of data integrity could create
inaccuracies and hinder the Enlarged Group’s ability to perform meaningful business analysis and make
informed business decisions. Despite network security, disaster recovery and systems management measures
in place, the Enlarged Group may encounter unexpected general systems outages or failures that may affect
its ability to conduct research and development, provide maintenance and support of its products, manage
the Enlarged Group’s contractual arrangements, accurately and efficiently maintain the Enlarged Group’s
books and records, record its transactions, provide critical information to its management and prepare its
financial statements. Additionally, these unexpected systems outages or failures may require additional
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personnel and financial resources, disrupt the Enlarged Group’s business or cause delays in the reporting of
its financial results. The Enlarged Group may also be required to modify, enhance, upgrade or implement
new systems, procedures and controls to reflect changes in its business or technological advancements,
which could cause it to incur additional costs and require additional management attention, placing burdens
on the Enlarged Group’s internal resources. The Enlarged Group will also outsource certain IT-related
functions to third parties that are responsible for maintaining their own network security, disaster recovery
and systems management procedures. If such third party IT vendors fail to manage their IT systems and
related software applications effectively, the Enlarged Group’s business, results of operations, financial
condition and prospects could be materially adversely affected.
The Enlarged Group may face operational risks that may not be covered by insurance policies.
The Enlarged Group will have insurance coverage for a variety of areas. However, these insurance policies
may not fully cover the consequences of damage to persons or property, business interruptions, failure of
counterparties to conform to the terms of an agreement or other liabilities incurred in the Enlarged Group’s
operations. If a significant claim or number of claims is made on the Enlarged Group’s policies, the Enlarged
Group may be subject to significant increases in premiums or even find it difficult, prohibitively expensive
or impossible to obtain sufficient levels of coverage. If the Enlarged Group’s insurance coverage is not
sufficient for any reason, the Enlarged Group could incur significant out of pocket expenses, which could
have a material adverse effect on its business, results of operations, financial condition and prospects.
The Enlarged Group will be subject to the laws and regulations of a number of countries covering a wide
variety of areas affecting international transactions.
The Enlarged Group will be subject to the laws and regulations of a number of countries covering a wide
variety of areas affecting international transactions, including export controls, anti-corruption legislation, tax
legislation and data protection requirements. Extra time and costs may need to be spent by the Enlarged
Group to ensure that local laws and regulations are complied with.
The Enlarged Group will be unable to predict future changes in laws or policies nor future changes in the
ultimate cost of compliance with such laws and policies. The Enlarged Group may be adversely affected as
a result of new or revised legislation or regulations or by changes in the interpretation or enforcement of
existing laws and regulations, including significant changes in these laws and regulations or failure to
comply with them, which could lead to additional liabilities and penalties for the Enlarged Group.
Legislative or other governmental action in the US could adversely affect the Enlarged Group’s business.
Legislative action may be taken by the US Congress that, if ultimately enacted, could limit the availability
of tax benefits or deductions that the Enlarged Group currently expects to claim, override tax treaties upon
which the Enlarged Group is expected to rely or otherwise increase the taxes that the US will impose on the
Enlarged Group’s worldwide operations. Such changes could materially adversely affect the Enlarged
Group’s effective tax rate and/or require it to take further action, at potentially significant expense, to seek
to achieve its intended effective tax rate. In addition, if proposals were enacted that had the effect of limiting
AVEVA’s ability, as a company organised under the laws of England and Wales, to take advantage of the
income tax treaty between the United Kingdom and the United States, AVEVA could incur additional tax
expense that could have a material adverse effect on the business, financial condition, results of operation
and prospects of the Enlarged Group.
The Enlarged Group’s ability to engage in certain transactions could be limited to prevent the treatment
of AVEVA as a US corporation under Section 7874 of the IRC.
Future transactions by the Enlarged Group could cause the 80 per cent ownership test under section 7874 of
the IRC to be met, causing AVEVA to be treated as a US corporation for US federal income tax purposes
under Section 7874 of the IRC. Therefore, the ability of the Enlarged Group to engage in certain strategic
transactions (including future acquisitions of US businesses in exchange for shares in AVEVA) may be
limited in order to avoid AVEVA being treated as a US corporation, which could have a material adverse
effect on the business, financial condition, results of operation and prospects of the Enlarged Group.
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Changes to US tax laws could result in AVEVA being treated as a US corporation for US federal income
tax purposes or in AVEVA and its US affiliates being subject to certain adverse US federal income tax
rules.
Under current law, AVEVA is expected, following Completion, to be treated as a non-US corporation for
US federal income tax purposes. However, changes to Section 7874 of the IRC, or the Treasury Regulations
promulgated thereunder, could affect AVEVA’s status as a non-US corporation for US federal income tax
purposes or could result in the application of certain adverse US federal income tax rules to AVEVA and its
US affiliates.
The Enlarged Group will operate in emerging markets and will therefore be exposed to emerging
markets risk.
The Enlarged Group will operate in a number of territories with emerging economies including the Middle
East, South America and parts of Asia. Such markets are exposed to a number of risks including:
•

greater risk of political and economic instability, expropriation, nationalisation and confiscating
taxation;

•

the absence of developed legal structures, including those governing private or foreign investment,
private property and intellectual property;

•

significant regulatory and fiscal restrictions;

•

the potential for higher rates of inflation or hyper-inflation;

•

challenging ethical environments;

•

interest rate, currency and credit risk; and

•

lower levels of democratic accountability.

Such risks may adversely affect the Enlarged Group’s business, results of operations and overall financial
condition.
The Enlarged Group may be involved in legal and other proceedings from time to time, and as a result
may face damage to its reputation or legal liability.
In the ordinary course of business, the Enlarged Group may from time to time be involved in legal actions
in connection with the products and services it provides. These actions may include employment-related
claims, contract claims or tax claims. In addition to being a defendant, the Enlarged Group may also act as
a claimant or counterclaimant in certain actions, for example in seeking the recovery of monies owed to it.
Any litigation could have adverse financial consequences for the Enlarged Group; the Enlarged Group may
not have made adequate reserves for the potential losses associated with litigation, including legal fees and
awards of damages. Litigation could also involve a diversion of management’s time from the day-to-day
running of the business. Negative outcomes of litigation in which the Enlarged Group may be involved may
also adversely affect the Enlarged Group’s reputation, which could have a material adverse effect on the
business, results of operations, financial condition and prospects of the Enlarged Group.
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PART B: RISKS RELATING TO THE COMBINATION
Completion of the Combination is subject to a number of conditions which may not be satisfied or waived.
The implementation of the Combination is subject to the satisfaction (or waiver, where applicable) of a
number of conditions, some of which are outside of the parties’ control, including:
•

approval by Shareholders of Resolutions 1, 2, 3 and 4;

•

satisfaction of requisite anti-trust approvals in Austria, Germany, Norway, Russia, Serbia, and South
Korea;

•

the Pre-Closing Reorganisation having been implemented in accordance with the Merger Agreement;

•

Admission becoming effective; and

•

CFIUS approval in the United States.

There is no guarantee that these (or other) conditions will be satisfied (or waived, if applicable) prior to the
Long Stop Date, in which case the Combination will not be completed. The conditions are set out in more
detail in Part II (Details of the Combination) of this document.
If Completion does not occur, the AVEVA Group will experience a delay in the achievement of its strategic
objectives and could suffer a significant impact on its reputation and would, subject to certain conditions set
out more fully in paragraph 3.3 of Part II (Details of the Combination) of this document, nonetheless be
obliged to pay approximately £9.5 million of costs (primarily due diligence and advisory fees) incurred in
connection with the Combination. The AVEVA Group could, in certain circumstances, be obliged to pay a
break fee equal to 1 per cent of AVEVA’s market capitalisation on the date of the Merger Agreement.
Application for Admission will be made close to Completion. If Completion is delayed, the application for
Admission will be delayed. Admission is subject to the approval (subject to satisfaction of any conditions
which such approval is expressed) of the UK Listing Authority and Admission will become effective as soon
as a dealing notice has been issued by the UK Listing Authority and the London Stock Exchange has
acknowledged that the Ordinary Shares will be re-admitted or admitted (in the case of the Consideration
Shares) to trading. There can be no guarantee that any conditions to which Admission is subject will be met
or the UK Listing Authority will issue a dealing notice. See the Expected Timetable of Principal Events on
page 43 of this document for further information on the expected dates of these events.
In relation to the conditions requiring certain anti-trust and regulatory approvals and confirmations to be
obtained, the relevant authorities may, as a condition to granting their approval or confirmation, impose
requirements, limitations or costs or require divestitures or place restrictions on the conduct of the Enlarged
Group’s business.
Once the Combination Resolutions have been passed at the General Meeting, (i) the Company will be
committed to proceed with this transaction, subject only to rights of termination and the other
conditions (as summarised in Part II (Details of the Combination) of this document) and (ii) if the
rights of termination apply and are invoked, the transaction will not proceed. Therefore, from that
time any third party who sought to bid to take over the Company would, in practice, only be able to
do so with the agreement of Schneider Electric, unless a right of termination for AVEVA arose or a
condition failed. Since Completion, and consequently the Return of Value, may be as long as 8 months
after the shareholder vote, during this time, no third party will in practice be able to bid for the
Company, yet there is a risk that the Combination may not proceed due to, for example, a right of
termination being invoked by either AVEVA or Schneider Electric.
AVEVA may be required to pay Schneider Electric a break fee if the Merger Agreement is terminated
under certain circumstances.
AVEVA has agreed to pay Schneider Electric a break fee equal to 1 per cent of AVEVA’s market
capitalisation on the date of the Merger Agreement if Schneider Electric terminates the Merger Agreement
(a) because AVEVA recommends a competing transaction or the Board withdraws, qualifies or adversely
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modifies its recommendation to vote in favour of the Combination Resolutions, other than in circumstances
where that recommendation or change of recommendation is in connection with any takeover offer or
possible takeover offer by a third party and such takeover offer subsequently becomes or is declared
unconditional in all respects, (b) following a breach by AVEVA prior to Completion of a fundamental
warranty, or (c) following a material breach by AVEVA prior to Completion of a business warranty or the
conduct undertakings given by AVEVA under the Merger Agreement which does or could reasonably be
expected to give rise to a material adverse effect in respect of the business, assets or financial condition of
the AVEVA Group. In the event of a takeover offer or possible takeover offer by a third party, there are no
circumstances in which a third party making a takeover offer or possible takeover offer for AVEVA would
be required to pay any part of such break fee to Schneider Electric, whether directly or indirectly. Further
details are set out in Part II (Details of the Combination) of this document.
If AVEVA is obliged to pay the break fee, it could have a material adverse effect on the business, results of
operations, financial condition and prospects of the AVEVA Group.
The Enlarged Group may not be able to recover damages from Schneider Electric for any losses suffered
as a result of a breach of business warranty by Schneider Electric under the Merger Agreement.
The Merger Agreement contains customary business warranties by Schneider Electric for the benefit of
AVEVA given as at the date of the Merger Agreement and, in the case of certain warranties, repeated as at
the date of Completion. Claims under the business warranties given by Schneider Electric are subject to
limitations, including requirements that (a) any individual claim must be greater than £30 million and (b) the
fact, matter or circumstance to which the claim relates must have been reasonably likely, as at the date that
the relevant warranty was given, to result in a claim that would exceed such threshold. Unless such
requirements are satisfied, there will be no recourse for any breaches of the business warranties, and so the
Enlarged Group will not have contractual recourse against, or otherwise be able to recover from, Schneider
Electric or any other party, in respect of any losses which it may suffer in respect of a breach of such business
warranties (for example, as to the validity of the Schneider Electric Software Business’ intellectual property
rights, financial data and other commercial matters) in the Merger Agreement. As a result, any such losses
resulting from the breach of any such business warranties could have a material adverse effect on the
business, financial condition, results of operation and prospects of the Enlarged Group.
The Combination may result in a loss of AVEVA Group or Schneider Electric Software Business
customers or strategic alliances.
As a result of the Combination, some of the AVEVA Group’s or the Schneider Electric Software Business’
customers, potential customers or strategic partners may terminate or reduce their business relationship with
the Enlarged Group. Some of the AVEVA Group’s or the Schneider Electric Software Business’ customers
may not wish to source a larger percentage of their needs from a single company, or may feel that the
Enlarged Group is too closely allied with one of their competitors. Potential customers or strategic partners
of the AVEVA Group or the Schneider Electric Software Business may delay entering into, or decide not to
enter into, a business relationship with the Enlarged Group because of the Combination. If the AVEVA
Group’s or the Schneider Electric Software Business’ relationships with their respective customers are
adversely affected by the Combination, the Enlarged Group’s business, results of operations, financial
condition and prospects may suffer.
The Enlarged Group may experience difficulties in integrating the existing businesses carried on by the
AVEVA Group and the Schneider Electric Software Business. Following the Combination, the Enlarged
Group may encounter similar difficulties in integrating any future acquisitions with the combined
businesses of the Enlarged Group.
The Combination involves the integration of two businesses that have previously operated independently of
one another and the integration process will, in part, depend on the effectiveness of the arrangements relating
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to the services to be provided by the Schneider Electric Group under the Transitional Services Agreement
and the Commercial Agreements. The difficulties of combining the businesses include:
•

the necessity of co-ordinating and consolidating organisations, systems and facilities;

•

developing, operating and integrating a number of different systems and technologies;

•

consolidating infrastructure, procedures, systems, facilities, accounting functions, compensation
structures and other policies;

•

the task of integrating the management and personnel of the AVEVA Group and the Schneider
Electric Software Business, maintaining employee morale and retaining and incentivising key
employees;

•

co-ordinating communications with and/or the provision of services by the Enlarged Group to
customers of both the AVEVA Group and the Schneider Electric Software Business; and

•

disruption to the business of each of the AVEVA Group and the Schneider Electric Software Business.

Further, in connection with the Combination, the Schneider Electric Software Business has engaged in
activities designed to carve out the software activities of Schneider Electric, including the software activities
previously part of Invensys plc. The software activities of Schneider Electric were previously either legal
entities themselves or the software business sections of other legal entities that included non-software
business as well. The software portions of these legal entities were carved out and combined to form the
Schneider Electric Software Business. As such, the Schneider Electric Software Business has not operated
as an integrated entity for any material amount of time and will continue to depend on certain support
functions to be provided pursuant to the Transitional Services Agreement. The Schneider Electric Software
Business’ historical results of operations may not reflect the same results if the business had been an existing
entity during the period under review. The Schneider Electric Software Business’ historical results may also
not be comparable to the results of the business in future periods.
The process of integrating operations may present financial, managerial and operational risks, including an
interruption of, or loss of momentum in, the activities of one or more of the AVEVA Group’s businesses and
the loss of key personnel. The diversion of management’s attention and any delays or difficulties encountered
in connection with the Combination and the integration of the operations of the businesses could have an
adverse effect on the business, results of operations, financial condition or prospects of the Enlarged Group
after Completion. Moreover, if management is unable to integrate the operations of the companies
successfully, the anticipated benefits of the Combination may not be fully realised.
There may be additional challenges to the Combination which will not be known until after Completion, and
any delays or difficulties encountered in connection with the integration of the AVEVA Group and the
Schneider Electric Software Business could result in an interruption to the Enlarged Group’s operations or
reputational damage to the Enlarged Group. In addition, the management team of both the AVEVA Group
and the Schneider Electric Software Business will be required to devote significant attention and resources
to integrating their respective business practices and operations. There is a risk that this may result in
management distraction and that consequently, the underlying businesses may not perform in line with
expectations. As such, difficulties or delays encountered in connection with the integration of the AVEVA
Group and the Schneider Electric Software Business could have a material adverse effect on the Enlarged
Group’s business, results of operations, financial condition and prospects.
The integration and operation of any future acquisitions made by the Enlarged Group will expose the
Enlarged Group to similar risks and difficulties (see the risk factor entitled “The Enlarged Group’s strategy
may involve the making of further acquisitions to protect or enhance the competitive position of the Enlarged
Group. The success of the Enlarged Group may therefore be, in part, dependent upon the Enlarged Group’s
management team successfully identifying, executing and integrating such acquired businesses into the
Enlarged Group”).
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The Combination may fail to realise anticipated benefits or may exceed the Enlarged Group’s cost
expectations.
There can be no guarantee that, following Completion, the Enlarged Group will realise any or all of the
anticipated benefits of the Combination, either in a timely manner or at all. In particular, the Enlarged
Group’s ability to realise anticipated benefits and the timing of this realisation may be affected by a variety
of factors, including but not limited to:
•

its broad geographic areas of operations and the resulting potential complexity of integrating the
AVEVA Group’s and the Schneider Electric Software Business’ corporate and regional offices;

•

the challenges of combining the extensive product offerings of the Enlarged Group and creating an
effective go-to-market strategy encompassing both direct and indirect sales channels;

•

the difficulty of achieving cost savings;

•

unforeseeable events, including major changes in the industries in which AVEVA Group and the
Schneider Electric Software Business operate.

If the anticipated benefits that AVEVA expects are not realised or are delayed, the Enlarged Group’s
business, results of operations, financial condition and prospects could be adversely affected.
The Enlarged Group may incur higher than expected integration, transaction and Combination-related costs.
In addition, the AVEVA Group will incur legal, accounting and transaction fees and other costs related to
the Combination. Some of these costs are payable regardless of whether the Combination is completed and
such costs may be higher than anticipated, which may reduce the net benefits of the Combination and impact
the Enlarged Group’s business, results of operations, financial condition and/or prospects.
The Enlarged Group may be negatively affected if the Schneider Electric Software Business is unable to
obtain the same types and level of services and resources that historically have been provided by the
Schneider Electric Group, or may be unable to obtain them at the same cost.
Under the Transitional Services Agreement summarised in paragraph 13.1.5 of Part XIII (Additional
Information) of this document, Schneider Electric has undertaken to continue to provide the Schneider
Electric Software Business with certain IT, human resources and other support functions which were
provided to the Schneider Electric Software Business prior to Completion. These services will be provided
to the Schneider Electric Software Business, at a cost level consistent with that historically charged to the
Schneider Electric Software Business by Schneider Electric, for a maximum of two years from Completion,
following which, unless renewed or extended, the Enlarged Group will need to procure such services from
other providers or from increased internal resource acquisition, to the extent that the Enlarged Group’s
existing resources are not able to provide the relevant services or resource. It cannot be assured that the
Enlarged Group will be able to adequately replace or provide resources formerly provided to the Schneider
Electric Software Business by the Schneider Electric Group, or replace them at the same or lower cost. If the
Enlarged Group is not able to replace such services or is unable to replace them without incurring significant
additional costs or such replacement is delayed, it could have a material adverse effect on the business,
results of operations, financial condition and prospects of the Enlarged Group. Any resulting increase in the
cost of procuring such services would reduce the net benefit to the Enlarged Group of the cost savings and
operational efficiencies expected to arise from the Combination and impact the Enlarged Group’s business,
results of operations, financial condition and/or prospects.
There can be no guarantee that the Return of Value will be executed as planned.
After Completion, the Company intends to implement the Return of Value to Existing Shareholders of an
aggregate principal amount of £650 million in cash by way of a B Share Scheme, the details of which are
set out in Part XI (The Return of Value) of this document.
The Return of Value is conditional upon Resolutions 1, 2, 3 and 4 having been passed at the General Meeting
and other matters referred to in paragraph 14 of Part I (Letter from the Chairman of AVEVA Group plc) of
this document (including in particular if the Company’s distributable reserves available at Completion are
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sufficient and have not been reduced by events occurring between now and Completion). There is no
guarantee that these conditions will be satisfied, in which case the Board may have to consider alternative
ways to deliver value to the Shareholders (while not compromising the intended tax treatment of certain
transactions to Schneider Electric and/or its shareholders), which may not be possible on commercially
similar terms.
The Combination may close even if there is an adverse change or development in respect of the AVEVA
Group or the Schneider Electric Software Business.
Under the Merger Agreement, AVEVA and Schneider Electric have limited rights to terminate the
Combination if, prior to closing of the Combination, a breach of warranty or conduct undertaking occurs
which has or is reasonably likely to have a particular material adverse effect on the Schneider Electric
Software Business or the AVEVA Group, respectively.
This termination right does not arise in all circumstances where there is an adverse change, event or
development in respect of the Schneider Electric Software Business or the AVEVA Group. The termination
right would only be triggered if (subject to certain exceptions) the relevant event results in or could
reasonably be expected to result in, a material adverse effect on the assets, liabilities, business, operations,
condition (financial or otherwise) or profits of the AVEVA Group or the Schneider Electric Software
Business (as the case may be) (in each case taken as a whole).
Accordingly, the Combination may proceed even if there is an adverse change in relation to the AVEVA
Group or the Schneider Electric Software Business. If an adverse change occurs and the Combination closes,
the price of the Ordinary Shares may be adversely affected. Conversely, if either party exercises a right to
terminate the Combination for a material adverse effect, the price of the Ordinary Shares may be adversely
affected.
The Enlarged Group may require additional capital to support its growth, and this capital might not be
available.
The Board intends to make investments to support the business growth of the Enlarged Group and may in
the longer term require additional funds to respond to business challenges, including the need to develop new
technologies, penetrate new markets or acquire complementary businesses and technologies. In particular,
the Enlarged Group will need to continue to invest significant resources in research and development in order
to enhance the Enlarged Group’s existing products and services and introduce new high quality products and
services. Insufficient focus and investment on key research and development projects may damage the
long-term prospects of the Enlarged Group.
The Combination may have a destabilising effect on employees and customers of the Enlarged Group.
Uncertainty about the effect of the Combination on employees, customers and partners of the AVEVA Group
and the Schneider Electric Software Business may have an adverse effect on the respective groups and,
consequently, on the Enlarged Group after Completion. Although the AVEVA Group and the Schneider
Electric Software Business intend to take steps to reduce any adverse effects, these uncertainties may impair
their ability to attract, retain and motivate key personnel for a period of time after Completion, and could
cause their customers, suppliers and others that deal with them to seek to change existing business
relationships. If, despite retention efforts, key employees depart because of issues relating to the uncertainty
and difficulty of integration or a desire not to remain, the respective businesses and therefore the Enlarged
Group could be seriously harmed.
Third parties may terminate or alter existing contracts with the AVEVA Group or the Schneider Electric
Software Business as a result of the Combination.
The AVEVA Group and the Schneider Electric Software Business each have contracts with suppliers,
distributors, clients, licensors, licensees, lessees, lessors, lenders, insurers and other business partners that
contain “change of control” or similar clauses that allow the counterparty to terminate or change the terms
of their contract upon Completion. AVEVA and the Schneider Electric Software Business will seek to obtain
consents from certain of these counterparties prior to Completion. If these third party consents cannot be
reasonably obtained, it may have adverse financial consequences for the Enlarged Group.
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Regulatory consents may take longer than expected to obtain and/or may not be granted.
The Combination is subject to regulatory approval in certain jurisdictions, including:
•

anti-trust approval in Austria, Germany, Norway, Russia, Serbia, and South Korea; and

•

CFIUS approval in the United States.

The above regulatory consents may take a longer than expected period of time to obtain and/or may not be
granted. This could delay or jeopardise Completion, reduce the anticipated benefits of the Combination or
result in a material adverse effect on the business, results of operations, financial condition and prospects of
the Enlarged Group.
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PART C: RISKS RELATING TO INVESTMENT IN SHARES
Any future issues of Ordinary Shares will further dilute the holdings of Shareholders and could adversely
affect the market price of the Ordinary Shares.
Other than pursuant to the Combination and its existing share schemes, AVEVA has no current plans for
further issues of Ordinary Shares. However, it is possible that AVEVA may decide to offer additional shares
in the future either to raise capital or for other purposes. If Shareholders did not take up such an offer of
Ordinary Shares or are not eligible to participate in such offering, their proportionate ownership and voting
interests in AVEVA will be reduced and the percentage that their Ordinary Shares will represent of the total
share capital of AVEVA will be reduced accordingly. An additional offering, or significant sales of shares
by the controlling shareholder, the Schneider Electric Group, or by other major shareholders of the Enlarged
Group, could have a material adverse effect on the market price of the Ordinary Shares as a whole.
The share price of publicly traded companies can be highly volatile, including for reasons related to
differences between expected and actual operating performance, corporate and strategic actions taken by
such companies or their competitors, speculation and general market conditions and regulatory changes.
Shareholders should be aware that, following Admission, the value of an investment in the Ordinary Shares
may decrease abruptly which may prevent Shareholders from being able to sell their Ordinary Shares at or
above the price they paid for them. Apart from a fall in share price resulting from the Ordinary Shares trading
ex the Return of Value, the price of the Ordinary Shares may further fall in response to the Combination
(because it results in a controlling shareholder, the Schneider Electric Group), market appraisal of the
Enlarged Group’s strategy, operating results, financial position and/or prospects, or in response to regulatory
changes affecting its operations. In addition, stock markets have, from time to time, experienced significant
price and volume fluctuations which have affected the market price of securities. A number of factors, some
of which are outside of the Enlarged Group’s control, may impact the price and performance of the Ordinary
Shares, including:
•

actions or statements by the controlling shareholder;

•

differences between its expected and actual operating performance as well as between the expected
and actual performance of its competitors or of the software industry generally;

•

the publication of research reports by analysts or failure to meet analysts’ forecasts;

•

prevailing economic conditions and conditions or trends in the market generally;

•

speculation, whether or not well founded, about possible changes in its management team;

•

strategic actions by it or its competitors, such as mergers, acquisitions, divestitures, partnerships and
restructurings;

•

negative developments in international trade and commerce;

•

regulatory and tax changes;

•

political upheaval or other political events affecting the international capital markets; and

•

acts of God or force majeure.

AVEVA cannot assure investors that it will make dividend payments in the future.
The dividend payments to Shareholders will depend upon a number of factors, including the results of
operations, cashflows and financial position, contractual restrictions and other factors considered relevant by
the Board. In addition, under English law, any payment of dividends would be subject to the Companies Act,
which requires that all dividends be recommended by the Board and approved by Shareholders. Moreover,
under English law, AVEVA may pay dividends on the Ordinary Shares only out of profits available for
distribution determined in accordance with the Companies Act. Although the Board intends to continue
paying dividends to Shareholders, and although the Relationship Agreement contains provisions relating to
dividends (as summarised in paragraph 3.7 of Part XII (Directors, Proposed Directors and Corporate
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Governance) of this document there is no assurance that AVEVA will declare and pay, or have the ability to
declare and pay, any dividends on the Ordinary Shares in the future.
As a holding company, AVEVA’s ability to pay dividends in the future is affected by a number of factors,
principally its ability to receive sufficient dividends from subsidiaries. The payment of dividends to AVEVA
by its subsidiaries is, in turn, subject to restrictions, including certain regulatory and legal requirements. The
ability of these subsidiaries to pay dividends is subject to applicable local laws and other restrictions
including, but not limited to, applicable tax laws. These laws and restrictions could limit the payment of
future dividends to AVEVA by its subsidiaries, which could restrict AVEVA’s ability to pay a dividend to
its shareholders.
The Enlarged Group’s operating results may fluctuate and, if the Enlarged Group fails to meet the
expectations of securities analysts or investors, the market price of Ordinary Shares may decline
significantly.
The operating results of the Enlarged Group may fluctuate due to a variety of factors, many of which are
outside the control of the Enlarged Group. These factors include:
•

the level of expenditure committed to application development and deployment by information
technology organisations;

•

the degree of competition faced by the Enlarged Group;

•

foreign currency exchange rate movements;

•

growth in the information technology services market;

•

general economic and business conditions, particularly in Europe and the United States;

•

exposure to traditionally cyclical end markets, such as oil and gas, mining and marine;

•

changes in technology; and

•

the ability of the Enlarged Group to attract and retain personnel (including senior management and
directors).

As a result, comparisons of the historic operating results of the AVEVA Group and the Schneider Electric
Software Business may not provide a good indication of the future performance of the Enlarged Group.
Moreover, if the operating results of the Enlarged Group fall below the expectations of securities analysts or
investors, the market price of Ordinary Shares may decline significantly.
Risks of executing the Combination could cause the market price of the Ordinary Shares to decline.
Apart from the immediate effect of the attribution of the Return of Value on Completion, the market price of
the Ordinary Shares may decline as a result of the Combination, among other reasons, if:
•

the integration of the Schneider Electric Software Business is delayed or unsuccessful;

•

AVEVA does not achieve the expected benefits of the Combination as rapidly, or to the extent
anticipated by, AVEVA’s financial analysts or investors, or at all; or

•

the effect of the Combination on the Enlarged Group’s financial results is not consistent with the
expectations of financial analysts or investors.

Schneider Electric will be issued with such number of Ordinary Shares as shall provide the Schneider
Electric Group with a holding of 60 per cent of the Enlarged Group on a Fully Diluted Basis on Completion.
Assuming Completion occurs at or around the end of 2017, the number of Consideration Shares that are
expected to be issued to the Schneider Electric Group pursuant to the Combination will be approximately
97.4 million.
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Existing Shareholders will own and participants in the AVEVA Share Plans will have an interest over a
smaller percentage of the Enlarged Group than they currently own of AVEVA.
Following Admission, Existing Shareholders will own and participants in the AVEVA Share Plans will have
an interest over a smaller percentage of the Enlarged Group than they currently own of AVEVA. Existing
Shareholders will own 40 per cent (on a Fully Diluted Basis) of the Enlarged Group immediately following
Admission. Schneider Electric will own, through its subsidiaries, 60 per cent (on a Fully Diluted Basis) of
the Enlarged Group immediately following Admission.
As a result of this shareholding, Schneider Electric will have the voting majority necessary to adopt or block
certain resolutions at general meetings of the Enlarged Group’s shareholders, including resolutions
concerning the election of or removal of directors.
This concentration of ownership may also have the effect of delaying or deterring third parties from
purchasing Ordinary Shares or making a takeover offer for the Enlarged Group. Such delay or deterrence
could result in Shareholders receiving a reduced or no premium for their Ordinary Shares as part of a sale of
the Enlarged Group, and that possibility may prospectively have a negative effect on the market price of the
Ordinary Shares.
In addition, if a third party were to make a takeover offer for the Enlarged Group, by virtue of the size of
Schneider Electric’s shareholding, Schneider Electric would be able to determine whether or not such an
offer were successful. If Schneider Electric were to accept such an offer, a third party could acquire a
majority shareholding interest in the Enlarged Group. If Schneider Electric were to reject such an offer, other
shareholders in the Enlarged Group would not be able to sell their Ordinary Shares pursuant to the offer.
Such possibilities may prospectively have a negative effect on the market price of the Ordinary Shares.
The AVEVA Group will be subject to restrictions under the Relationship Agreement and the Merger
Agreement that could limit the Enlarged Group’s ability to undertake certain corporate actions (such as
the issue of Ordinary Shares or the undertaking of a merger or consolidation) that otherwise could be
advantageous to the Enlarged Group.
To preserve the intended tax treatment of certain transactions to Schneider Electric and/or its shareholders,
the AVEVA Group will, during the specified periods, be restricted under the Relationship Agreement from
taking certain actions. The AVEVA Group may only undertake such restricted actions if Schneider Electric
consents. See paragraph 3.7 of Part XII (Directors, Proposed Directors and Corporate Governance) of this
document for a detailed description of the Relationship Agreement and such restrictions. The restrictions
under the Merger Agreement relate to certain actions that the Enlarged Group may take after the
Combination which may have adverse effects for the pre-Completion tax affairs of the Schneider Electric
Group (including the Schneider Electric Software Business). These restrictions, and other non-time limited
restrictions, may limit the Enlarged Group’s ability to pursue certain strategic transactions or engage in other
transactions, including share issues, certain asset disposals, mergers and consolidations during the restricted
period. As a result, the Enlarged Group might determine to forgo certain transactions that otherwise could
be advantageous, which could have an adverse effect on the business, financial condition, results of operation
and prospects of the Enlarged Group.
Schneider Electric will, for the purposes of the Listing Rules, be a controlling shareholder of the Enlarged
Group following Completion.
Immediately following Completion, Schneider Electric will hold 60 per cent (on a Fully Diluted Basis) of the
Enlarged Group and will become a “controlling shareholder” of the Enlarged Group for the purposes of
the Listing Rules. The Relationship Agreement to be entered into between Schneider Electric and AVEVA
records the understanding of the parties regarding the terms of the proposed relationship between Schneider
Electric and the Enlarged Group. It also addresses the governance of the Enlarged Group as carrying on an
independent business. However, by virtue of Schneider Electric’s substantial shareholding in AVEVA, it
will, for the purposes of the Listing Rules, be a controlling shareholder of the Enlarged Group following
Completion. There may also be a difference between the interests of Schneider Electric and the interests of
other shareholders in AVEVA with respect to, for example, AVEVA’s dividend policy.
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The Relationship Agreement also grants certain rights to Schneider Electric (in addition to its voting rights)
for as long as it retains ownership (direct or indirect) of specified percentages of AVEVA’s shares, including
the right to nominate directors for appointment to the Enlarged Group’s Board and certain committees of the
Enlarged Group’s Board.
A Shareholder or an investor whose principal currency is not pounds sterling is exposed to foreign
currency risk.
The Ordinary Shares are denominated in pounds sterling. An investment in Ordinary Shares by an investor
whose principal currency is not pounds sterling exposes the investor to foreign currency risk. Any
depreciation of pounds sterling in relation to such foreign currency would reduce the value of the investment
in the Ordinary Shares in foreign currency terms, and any appreciation of pounds sterling against such other
currency would increase the value in foreign currency terms.
The restriction in the Relationship Agreement on Schneider Electric increasing its shareholding or
making a takeover offer for AVEVA only applies for a period of two years from Completion.
The Relationship Agreement restricts, for a period of two years from Completion, and save with the approval
of a majority of the independent Non-Executive Directors, Schneider Electric from increasing its
shareholding in AVEVA (save to the extent necessary to restore its initial holding at Admission). After the
initial two year period there is a further period of 18 months during which Schneider Electric will be
permitted without any need for independent Non-Executive Director approval to make a general offer under
the Takeover Code or to acquire shares in the market or otherwise up to 75 per cent of the Enlarged Share
Capital. Any such general offer would have to be (i) at a price not less than a 20 per cent premium to the 30
day volume weighted average of the Company’s share price immediately prior to the commencement of the
offer period of the Company during which Schneider Electric’s offer is made and would have to be either:
(a) recommended by a majority of the Enlarged Group’s independent Non-Executive Directors; or (b)
include an acceptance condition which requires the acceptance of the offer by a majority of the other
shareholders in the Company, or (ii) otherwise be recommended by a majority of the Enlarged Group’s
independent Non-Executive Directors.
After the further 18 month period, Schneider Electric will be under no restrictions as to acquisitions of shares
or offers. It should be noted that the minimum offer price described above:
(a)

is only for a period of 18 months;

(b)

does not impose any obligation on Schneider Electric to make any offer;

(c)

can be waived by the independent non-executive directors; and

(d)

may be depressed by sales of shares, as it is by reference to the then trading price.

On the Ordinary Shares ceasing to be listed, the protections in the Relationship Agreement will cease.
If the Schneider Electric Group disposes of all or a substantial number of its Ordinary Shares, this could
adversely affect the prevailing market price of the Ordinary Shares.
The Relationship Agreement requires that if Schneider Electric proposes to dispose of its interests in any
Ordinary Shares, it must notify AVEVA. However, there is no other contractual restriction on the ability of
the Schneider Electric Group to dispose of its interest(s) in the Ordinary Shares. Any disposal of a substantial
number of Ordinary Shares, or the perception that such a disposal might occur, could adversely affect the
prevailing market price of the Ordinary Shares.
For more information on the Relationship Agreement please see paragraph 3.7 “Relationship Agreement” of
Part XII (Directors, Proposed Directors and Corporate Governance) of this document.
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IMPORTANT INFORMATION
Presentation of financial information
Unless otherwise indicated all references in this document to “pounds sterling”, “GBP”, “£”, “pence” or
“p” are to the lawful currency of the United Kingdom; references to “Euro” or “€” are to the official
currency of the Eurozone; references to “CAD$” are to the lawful currency of Canada; and references to “US
dollars”, “USD” or “US$” are to the lawful currency of the USA.
The financial information presented in a number of tables in this document has been rounded to the nearest
whole number or the nearest decimal place. Therefore, the sum of the numbers in a column may not conform
exactly to the total figure given for that column. In addition, certain percentages presented in the tables in
this document reflect calculations based upon the underlying information prior to rounding and, accordingly,
may not conform exactly to the percentages that would be derived if the relevant calculations were based
upon the rounded numbers. Differences between figures set out in the text of this document are based on the
differences between the relevant figures rounded to the nearest whole number or nearest decimal place. Such
deltas may not conform exactly to the relevant figures if the relevant calculations were based on the
underlying information prior to rounding.
Calculation of Consideration Shares
The number of Consideration Shares to be issued to Schneider Electric and the undiluted percentage is an
estimate only based on: (a) the number of Ordinary Shares in issue at the Latest Practicable Date, (b) the
closing price of the Ordinary Shares on the Latest Practicable Date, (c) the Directors’ estimate of the number
of Ordinary Shares which may be in issue at Completion, (d) the Directors’ estimate of the number of fully
diluted shares at Completion as defined under the Merger Agreement, including an estimate of the issues of
shares or grants or lapses of awards or options between the Latest Practicable Date and Completion and (e)
Completion occurring at or round the end of 2017.
The value of the Consideration Shares is calculated as the number of Consideration Shares (approximately
97.4 million) multiplied by the closing share price of AVEVA at the Latest Practicable Date (1,920 pence per
Ordinary Share), less the £100 million cash distribution from AVEVA’s balance sheet of 156p per Ordinary
Share.
Sources of information
Financial information relating to the AVEVA Group has, unless otherwise stated, been extracted from
audited reports and consolidated accounts of the AVEVA Group prepared under IFRS for the financial years
ended 31 March 2017, 31 March 2016 and 31 March 2015.
Financial information relating to the Schneider Electric Software Business has, unless otherwise stated, been
extracted from the historical combined financial information of the Schneider Electric Software Business for
the financial years ended 31 March 2017, 31 March 2016 and 31 March 2015, which are set out in Part VIII
(Historical Combined Financial Information of the Schneider Electric Software Business) of this document.
Where information relating to the Schneider Electric Software Business has been extracted from the
historical combined financial information for the financial years ended 31 March 2017, 31 March 2016
and/or 31 March 2015, the information is audited unless otherwise stated.
Certain terms used in this document, including all capitalised terms and certain technical and other terms,
are defined and explained in Part XIV (Definitions) of this document.
International Financial Reporting Standards
Unless otherwise stated, financial information of the AVEVA Group and the Schneider Electric Software
Business in this document has been prepared in accordance with IFRS and related interpretations.
The Directors expect that the proposed combination of the Schneider Electric Software Business and the
AVEVA Group and the related Return of Value are such that the accounting treatment to be adopted in
the consolidated interim and annual reports subsequent to Completion will be that the Schneider Electric
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Software Business will be treated as the accounting acquirer under IFRS. This means that the financial
statements of the Enlarged Group will reflect the historical amounts of the Schneider Electric Software
Business and consolidate the results of the AVEVA Group from the date of Completion and, in doing this,
the assets and liabilities of the AVEVA Group will be fair valued in accordance with IFRS and the assets and
liabilities of the Schneider Electric Software Business will continue to be reflected as included in the
historical combined financial information of the Schneider Electric Software Business.
Forward-looking statements
This document includes statements that are, or may be deemed to be, “forward-looking statements”. These
forward-looking statements can be identified by the use of forward-looking terminology, including the terms
“believes”, “estimates”, “plans”, “anticipates”, “targets”, “aims”, “continues”, “expects”, “intends”,
“hopes”, “may”, “will”, “would”, “could” or “should” or, in each case, their negative or other variations or
comparable terminology. These forward-looking statements include matters that are not facts. They appear
in a number of places throughout this document and include statements regarding the Directors’ intentions,
beliefs or current expectations concerning, amongst other things, the AVEVA Group’s, the Schneider
Electric Software Business’ and, following Completion, the Enlarged Group’s results of operations, financial
condition, liquidity, prospects, growth, strategies and the industries in which the AVEVA Group, the
Schneider Electric Software Business and, following Completion, the Enlarged Group operate. By their
nature, forward-looking statements involve risk and uncertainty because they relate to future events and
circumstances. A number of factors could cause actual results and developments to differ materially from
those expressed or implied by the forward-looking statements, including, without limitation: conditions in
the markets; the market position of each of the AVEVA Group, the Schneider Electric Software Business
and, following Completion, the Enlarged Group; earnings, financial position, cash flows, return on capital
and operating margins of the AVEVA Group, the Schneider Electric Software Business and, following
Completion, the Enlarged Group; anticipated investments and capital expenditures of the AVEVA Group, the
Schneider Electric Software Business and following Completion, the Enlarged Group; changing business or
other market conditions; and general economic conditions. These and other factors could adversely affect the
outcome and financial effects of the plans and events described herein. Forward-looking statements
contained in this document based on past trends or activities should not be taken as a representation that such
trends or activities will continue in the future. Subject to any requirement under the Listing Rules, Prospectus
Rules, the Disclosure Guidance and Transparency Rules or other applicable legislation or regulation, neither
the Company, Lazard nor Numis undertakes any obligation to update or revise any forward-looking
statements, whether as a result of new information, future events or otherwise. Investors should not place
undue reliance on forward looking statements, which speak only as of the date of this document.
Notice to all investors
Investors should rely only on the information in this document and information incorporated herein by
reference. No person has been authorised to give any information or to make any representations other than
those contained in this document in connection with the Combination, Admission or the Return of Value and,
if given or made, such information or representations must not be relied upon as having been authorised by
or on behalf of the Company, the Directors, Lazard, Numis or any other person. No representation or
warranty, express or implied, is made by Numis or any selling agent as to the accuracy or completeness of
such information, and nothing contained in this document is, or shall be relied upon as, a promise or
representation by Numis or any selling agent as to the past, present or future. Without prejudice to any
obligation of the Company to publish a supplementary prospectus pursuant to section 87G of FSMA and
PR 3.4.1 of the Prospectus Rules, neither the delivery of this document nor Admission shall, under any
circumstances, create any implication that there has been no change in the business or affairs of the AVEVA
Group, the Schneider Electric Software Business and/or the Enlarged Group since the date hereof or that the
information contained herein is correct as of any time subsequent to its date. AVEVA will comply with its
obligation to publish supplementary prospectuses containing further updated information required by law or
by any regulatory authority but assumes no further obligation to publish additional information.
The contents of this document or any subsequent communication from AVEVA or Numis or any of their
respective affiliates, officers, directors, employees or agents are not to be construed as legal, financial or tax

41

advice. Each prospective investor should consult his, her or its own legal adviser, financial adviser or tax
adviser for legal, financial or tax advice.
Apart from the responsibilities and liabilities, if any, which may be imposed on Numis under FSMA or the
regulatory regime established thereunder or under the regulatory regime of any jurisdiction where the
exclusion of liability under the relevant regulatory regime would be illegal, void or unenforceable, Numis
does not accept any responsibility whatsoever nor makes any representation or warranty, express or implied,
concerning the contents of this document, including its accuracy, completeness or verification or concerning
any other statement made or purported to be made by AVEVA, or on AVEVA’s behalf, or by Numis, or on
Numis’ behalf in connection with the Company, the Combination, the Consideration Shares, Admission or
the Return of Value and nothing in this document is or shall be relied upon as a promise or representation in
this respect, whether as to the past or future. Subject to applicable law, Numis disclaims all and any duty,
liability or responsibility whatsoever (whether direct or indirect, whether in contract, in tort, under statute or
otherwise) which it might otherwise have in respect of this document.
Apart from the responsibilities and liabilities, if any, which may be imposed on Lazard under FSMA or the
regulatory regime established thereunder or under the regulatory regime of any jurisdiction where the
exclusion of liability under the relevant regulatory regime would be illegal, void or unenforceable, Lazard
does not accept any responsibility whatsoever nor makes any representation or warranty, express or implied,
concerning the contents of this document, including its accuracy, completeness or verification or concerning
any other statement made or purported to be made by AVEVA, or on AVEVA’s behalf, or by Lazard, or on
Lazard’s behalf in connection with the Company, the Combination, the Consideration Shares or the Return
of Value and nothing in this document is or shall be relied upon as a promise or representation in this respect,
whether as to the past or future. Subject to applicable law, Lazard disclaims all and any duty, liability or
responsibility whatsoever (whether direct or indirect, whether in contract, in tort, under statute or otherwise)
which it might otherwise have in respect of this document.
All times referred to in this document, unless otherwise stated, are references to London time.
Schneider Electric
Schneider Electric had been assigned a long-term rating of A- (stable outlook) by Standard and Poor and a
long-term rating of Baa1 (stable outlook) by Moody’s.
Documents
Any Shareholder, person with information rights or other person to whom this document is sent may request
a copy of each of the documents incorporated by reference into this document as set out in
Part XV (Documents Incorporated by Reference) of this document. Hard copies will only be sent where valid
requests are received from such persons.
Requests for copies of any such document should be directed to the following address: AVEVA Group plc,
High Cross, Madingley Road, Cambridge CB3 0HB or by telephoning on 01223 556655 (or +44 (0) 1223
556655 if telephoning from outside the United Kingdom). All valid requests will be dealt with as soon as
possible and hard copies mailed by no later than two Business Days following such request.
Website
The documents listed in paragraph 22 of Part XIII (Additional Information) of this document are available
in “read-only” format and can be printed from the Company’s website at the following address:
http://www.aveva.com/ and are also available for inspection as provided in such paragraph.
Schneider Electric’s audited consolidated accounts for the financial years ended 31 December 2015 and
31 December 2016, alongside half year unaudited results for 2017 have been published on Schneider
Electric’s website and are incorporated into this document by reference pursuant to Rule 24.15 of the Code.
If you are reading this document in hard copy, please enter the web address below in your web browser to
be brought to the relevant document. If you are reading this document in soft copy please click on the
following web address to be brought to the relevant document: http://www.schneider-electric.com/ww/en/
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EXPECTED TIMETABLE OF PRINCIPAL EVENTS
Each of the times and dates in the table below is indicative only and may be subject to change. Please refer
to the notes for this timetable set out below.(1)
Announcement of the Combination and the Return of Value

5 September 2017

Prospectus published and Forms of Proxy despatched

5 September 2017

Latest time and date for receipt of Forms of Proxy or electronic
appointments

9.00 a.m. on
27 September 2017

AVEVA General Meeting

9.00 a.m. on
29 September 2017

Record Time for the ROV Entitlement

6.00 p.m. on the Business
Day prior to Completion(2)

Completion of the Combination

By not later than the Long
Stop Date

Cancellation of admission of existing Ordinary Shares. Consideration
Shares issued and admitted and Ordinary Shares re-admitted to the
premium segment of the Official List and to trading on the London
Stock Exchange’s main market for listed securities. Dealings commence
in Ordinary Shares and Consideration Shares
B shares issued(3)

8.00 a.m. on the day of
Completion

As soon as reasonably
practicable on the day
of Completion

Redemption of B Shares(3)

On the day of the
issue of B Shares

Despatch of cheques or, if Ordinary Shares held in CREST, CREST
accounts credited in respect of proceeds of redemption(3)

From 7 days following the
redemption of B Shares

Notes:
(1) The times and dates set out in the expected timetable of principal events above and mentioned in this document and in any other
document issued in connection with the Combination, Admission or the Return of Value are subject to change by the Company,
in which event details of the new times and dates will be notified to the UK Listing Authority, the London Stock Exchange and,
where appropriate, to Shareholders.
(2) The Company intends to provide not less than three Business Days’ notice by RIS of the Record Date.
(3) Subject to the Directors determining to implement the Return of Value by means of the issue of B Shares and Shareholder
approval.

43

COMBINATION STATISTICS
Number of Ordinary Shares in issue as at 4 September 2017

63,989,984

Aggregate number of Consideration Shares to be issued pursuant to the Merger
Agreement(1)

approximately
97.4 million

Aggregate number of Ordinary Shares (including Consideration Shares) to be
admitted or re-admitted (as applicable) to the premium listing segment of the
Official List and to trading on the London Stock Exchange’s main market
for listed securities(1)

approximately
161.4 million

Percentage of the Enlarged Share Capital held by Schneider Electric on a Fully Diluted Basis
Estimated expenses of the Combination and the Return of Value

60
£20.7 million

Note:
(1) This figure is an estimate only based on the assumptions set out on page 40 of this document. On Completion, the Company will
allot and issue to the Schneider Electric Group such number of Consideration Shares as is equal to 60 per cent of the Enlarged
Group on a Fully Diluted Basis. AVEVA’s fully diluted share capital will include:
(a) the number of Ordinary Shares in issue on Completion, including those to be issued to the Schneider Electric Group; plus
(b) the number of Ordinary Shares that would be issued or transferred on the vesting or exercise of all rights to acquire (but
excluding awards granted in 2015 under the AVEVA Group LTIP 2014) Ordinary Shares outstanding at Completion under
the AVEVA Share Plans assuming vesting or exercise of all outstanding rights, increased as necessary to reflect:
(i)

any adjustment that has been or may be made to such rights in respect of the Return of Value, to the extent not exercised
and not on the register of members prior to or on the Record Date; and

(ii) any adjustment that has been made to such rights, by way of a distribution equivalent right or otherwise, in respect of
a distribution on or after 7 July 2017 (excluding the Return of Value),
but: (A) ignoring the entitlement (and, in respect of any entitlement not exercised and not on the register of members prior
to and on the Record Date, any adjustment thereof for the Return of Value and/or distributions) over Ordinary Shares agreed
to be granted to any new Chief Executive Officer of AVEVA as referred to in paragraph 3.1 of Part XIII (Additional
Information) of this document and (B) less the number of Ordinary Shares held by, or by a nominee for, the trustee of the
EBT at the date of the Merger Agreement; plus
(c) the number of Ordinary Shares that would be issued or transferred on the vesting or exercise of all rights to acquire cash
outstanding at Completion based on the value of Ordinary Shares outstanding at Completion under the AVEVA Group Long
Term Incentive Plan and the AVEVA Group Long Term Incentive Plan 2014 assuming vesting or exercise of all outstanding
rights, increased as necessary to reflect:
(i)

any adjustment that has been or may be made to such rights in respect of the Return of Value; and

(ii) any adjustment that has been made to such rights, by way of a distribution equivalent right or otherwise, in respect of
a distribution on or after 7 July 2017 (excluding the Return of Value),
if all such rights were to be settled with Ordinary Shares rather than cash; plus
(d) the number of Ordinary Shares that could be issued pursuant to any other rights to Ordinary Shares existing at Completion,
ignoring those referred to in (b)(A) above but ignoring the awards granted in 2015 referred to in (b) above,
but excluding all such rights (if any) that lapse or are surrendered as a result of or conditionally upon Completion (adjusted, for the
purposes of consistency to the extent increased under (b) or (c) above, to take account of the Return of Value).
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PART I
LETTER FROM THE CHAIRMAN OF AVEVA GROUP PLC
(incorporated and registered in England and Wales with registered number 02937296)
Registered Office:
High Cross
Madingley Road
Cambridge
CB3 0HB
Directors
Philip Aiken (Non-Executive Chairman)
James Kidd (Chief Executive Officer)
David Ward (Chief Financial Officer)
Jennifer Allerton (Non-Executive Director)
Christopher Humphrey (Non-Executive Director)
Ron Mobed (Non-Executive Director)
5 September 2017
To: AVEVA Group plc Shareholders, persons with information rights and, for information only, to
participants in the AVEVA Share Plans
Dear Shareholder,
Proposed Combination with the Schneider Electric Software Business
Issue of approximately 97.4 million Consideration Shares
Waiver of Rule 9 of the Takeover Code
Proposed Return of Value to Shareholders of approximately 1,014 pence per Ordinary Share
Admission of the existing Ordinary Shares and the Consideration Shares to
the premium listing segment of the Official List and to trading on the London Stock
Exchange’s main market for listed securities
and
Notice of General Meeting
1.

Introduction

Today, the Company announced that it has entered into a conditional agreement dated 5 September 2017
with Schneider Electric in respect of the proposed combination of the AVEVA Group and the Schneider
Electric Software Business, a leading developer and supplier of industrial software. On Completion, the
Company will allot and issue to the Schneider Electric Group such number of Consideration Shares as is
equal to 60 per cent of the Enlarged Group on a Fully Diluted Basis.
The overall transaction incorporates a number of elements:
1.1.1 the combination of the AVEVA Group and the Schneider Electric Software Business to create a global
leader in engineering and industrial software, with enhanced scale and relevance in key markets as
well as an extensive technology portfolio;
1.1.2 on Completion, Existing Shareholders and participants in the AVEVA Share Plans will retain 40 per
cent (on a Fully Diluted Basis) of the Enlarged Group, with combined pro forma revenue of
approximately £648.7 million and Adjusted profit before tax of approximately £146.3 million for the
financial year ended 31 March 2017. The value of the Consideration Shares to be issued to the
Schneider Electric Group is approximately £1.7 billion based on the AVEVA Group closing share
price as at the Latest Practicable Date. Shareholders will have an opportunity to benefit (through their
shareholding in the Enlarged Group) from the enhanced market scale and reach of the Enlarged Group
together with the revenue and cost synergies which are expected to arise over the medium term;
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1.1.3 Schneider Electric will pay AVEVA £550 million in cash (approximately 858 pence per Ordinary
Share), which, taken together with its contribution of the Schneider Electric Software Business, will
mean that Schneider Electric will hold a majority of the Enlarged Share Capital. Such cash will be
distributed to Shareholders (excluding Schneider Electric) at or around Completion; and
1.1.4 AVEVA will also distribute £100 million (approximately 156 pence per Ordinary Share) in cash to
Shareholders (excluding Schneider Electric) at or around Completion, such amount representing a
significant proportion of the excess cash held on AVEVA’s balance sheet after allowing for transaction
costs and a prudent view of AVEVA’s working capital requirements.
Accordingly, it is expected that Shareholders will receive in aggregate up to approximately £10.14 per
Ordinary Share through the Return of Value.
Upon Completion and pursuant to paragraph 5.6.19G of the Listing Rules, it is proposed that the listing of
the existing Ordinary Shares will be cancelled and application will be made for immediate re-admission of
such Ordinary Shares, and admission of the Consideration Shares, to the premium listing segment of the
Official List and to trading on the London Stock Exchange’s main market for listed securities.
Completion, which is expected to be at or around the end of 2017, is subject to the satisfaction of a number
of conditions including, amongst other things, applicable regulatory and anti-trust approvals having been
obtained, Shareholder approval of the Combination, and Admission. The Return of Value is conditional on
Completion, the passing of Resolutions 1, 2, 3 and 4 at the General Meeting and Admission.
The purpose of this document is to explain the background to, and provide you with information on, the
Combination and the Return of Value and to issue a notice of General Meeting to be held to consider, and if
thought appropriate, pass the Resolutions needed to complete the Combination and the Return of Value.
This document also explains why the Board believes the Combination and the Return of Value to be in the
best interests of the Shareholders taken as a whole. The Board recommends that you vote in favour of the
Resolutions. Shareholders should read the whole of this document and not just rely on the summarised
information set out in this letter.
2.

Background to and reasons for the Combination

AVEVA is a global provider of engineering design and information management software solutions, founded
50 years ago and headquartered in Cambridge, UK, with offices in over 30 countries. AVEVA is recognised
as one of the world’s leading engineering, design and information management software companies,
providing mission-critical software solutions to many of the world’s largest engineering companies and
owner-operators in the process, plant and marine industries. AVEVA’s consolidated revenues for the
financial year ended 31 March 2017 were £215.8 million and adjusted profit before tax was £55.0 million
for the same period.
The Schneider Electric Software Business comprises the industrial software assets of Schneider Electric. The
Schneider Electric Software Business is a leading industrial software provider and a leader in markets and
technology areas adjacent to those of AVEVA. The Schneider Electric Software Business comprises certain
software assets of Schneider Electric, certain of Invensys plc’s former software assets acquired by Schneider
Electric in January 2014 and the oil and gas pipeline management solutions of Telvent, a company that
Schneider Electric acquired in 2011. Its portfolio provides comprehensive coverage of business processes
across the customer value chain, providing software products and services that enable customers to maximise
the value of their manufacturing operations and supply chains across a broad range of capital intensive
industries. The Schneider Electric Software Business solutions span the complete asset design and lifecycle
value chain, with the ability to unify disparate technology systems, industrial assets and work processes to
deliver comprehensive, sustainable and extensible solutions for its customers. From mining companies and
chemical manufacturers to oil refineries and power stations, the Schneider Electric Software Business’
products help its customers to design, plan, operate and maintain their production processes in order to
maximise efficiency and profitability, while enhancing reliability, safety and sustainability.
The Schneider Electric Software Business product portfolio offers solutions in: Process Engineering and
Simulation; Planning and Scheduling; Operations Execution and Optimisation; Asset Performance
Management and Operations Control and includes the market-leading SimSci™, Wonderware™ and
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Avantis™, Citect, ClearScada and ePLMS products. These products offer complementary solutions to the
AVEVA Group’s principal product lines of AVEVA PDMS™, AVEVA Everything3D™, AVEVA
Engineering™ and AVEVA NET™.
The Schneider Electric Software Business has a global footprint spanning North America, EMEA, Asia
Pacific and Latin America and currently has approximately 2,700 employees worldwide (including
approximately 158 temporary employees and contractors), eight global research and development centres
and 25 project execution centres. The Schneider Electric Software Business had revenue of US$565.9
million for the financial year ended 31 March 2017, and EBITA adjusted of US$116.4 million for the same
period.
The Directors believe that the Combination is transformational for both AVEVA Group and the Schneider
Electric Software Business in that it creates a combined entity with significant international scale and reach
that is positioned to offer a broad and comprehensive portfolio of engineering and industrial software. The
Combination will leverage the existing strengths of both businesses and is expected to bolster both the
market share and reach of the Enlarged Group’s combined product offering. It is also expected to broaden
its geographic presence, expand customer diversity and create a highly scalable, leading global software
provider, as discussed in further detail below.
The Directors believe that there is a clear and compelling business logic and strategic rationale for a
combination of the AVEVA Group and the Schneider Electric Software Business, for reasons including:
•

both the AVEVA Group and the Schneider Electric Software Business are established providers of
engineering and industrial software to customers operating on a global scale with a presence in
multiple international markets;

•

the combined entity will be a global leader in engineering design and industrial software, with scale
and relevance in key markets as well as an extensive technology portfolio, with combined pro forma
revenue and Adjusted profit before tax of approximately £648.7 million and £146.3 million
respectively for the financial year ended 31 March 2017;

•

the Schneider Electric Software Business’ portfolio complements the AVEVA Group’s existing
product range with little overlap, which will allow the Enlarged Group to offer a comprehensive
combined product portfolio, offering an unmatched set of end-to-end solutions covering all aspects of
digital asset management from process simulation to design, construction and manufacturing
operations management and optimisation;

•

the Enlarged Group’s position in oil and gas, power, mining and marine will be enhanced and the
Schneider Electric Software Business’ leading positions in segments such as chemicals, food and
beverage, pharmaceuticals, water and waste water and critical infrastructure will diversify AVEVA’s
end-market coverage and substantially enlarge its total addressable market;

•

increased penetration into the owner-operators segment, leveraging the Schneider Electric Software
Business’ capabilities and access, further reducing AVEVA’s exposure to capital investment cycles
expenditure;

•

AVEVA will benefit from the greater exposure of the Schneider Electric Software Business to the
North American market through the Combination, thereby improving the Enlarged Group’s
geographic and end-market coverage;

•

the Enlarged Group is expected to benefit from material revenue and cost synergies over the medium
term arising from the Enlarged Group’s enhanced product range and wider sales and distribution
capabilities and through the rationalisation of the operating cost base of the Enlarged Group. Such
synergies will be quantified post Completion; and

•

the Combination will create an Enlarged Group well-positioned to take advantage of future M&A
opportunities building on its scale and comprehensive industry and lifecycle solution coverage.
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Certain developments at the Schneider Electric Software Business over the course of 2016 and 2017 have
reinforced the strategic rationale of the Combination, including:
•

the Schneider Electric Software Business legal reorganisation now being substantially complete, such
that the Schneider Electric Software Business will comprise a stand-alone business unit sitting within
a set of separate legal entities within the Schneider Electric Group (subject to certain support functions
to be provided by Schneider Electric for a period to the Schneider Electric Software Business pursuant
to the Transitional Services Agreement); and

•

the addition of the oil and gas pipeline management solutions division of Telvent, a company that
Schneider Electric acquired in 2011, to the Schneider Electric Software Business, creating a set of
assets with a market leadership position which is complementary to the combined portfolios of the
Schneider Electric Software Business and the AVEVA Group, thus enhancing the scale of the
Schneider Electric Software Business as well as the overall strategic rationale of the Combination.

Creating a Global Leader in Engineering Industrial Digitalisation
The Directors believe that there is considerable mutual benefit in combining the product portfolios of the
AVEVA Group and the Schneider Electric Software Business. The combined product portfolio would
provide solutions covering all aspects of digital asset management, from process simulation to design and
construction and manufacturing operations management and optimisation.
The concept of the Digital Asset, which is a digital representation of the physical plant, is key to the AVEVA
Group’s strategy. The AVEVA Group’s software is used extensively in the design phase of large capital
projects, with an increasing focus on engineering information management, standardisation and re-use
throughout the asset lifecycle. The Schneider Electric Software Business’ software also addresses the Digital
Asset, with a focus on asset simulation, operation and control, which is complementary to the AVEVA
Group’s offering.
The customer profiles of the two businesses are also complementary where the Schneider Electric Software
Business will provide the AVEVA Group with access to its significant breadth of industry segments. The
Directors believe that the Enlarged Group will be able to leverage these complementary factors through
mutual cross-selling and product portfolio integration and, in the longer term, develop products which
combine the respective strengths of the business in order to develop new revenue streams.
Taking into account this strong position in terms of combined customer base and breadth of technology
access and innovation, the Enlarged Group will be well placed to launch new Digitalisation Solutions to the
market to bring transformational efficiency to industrial work practices leveraging advances in technologies
around Cloud, mobile, AI/machine learning and the Internet of Things.
As a result of the Combination, the Enlarged Group will have a stronger value proposition. This will enable
the business to better navigate economic cycles by covering all aspects of the Digital Asset lifecycles through
Process Simulation, detailed 3D Design, Asset Information Management, Operations Management and Asset
Performance Management for large, complex engineering projects in the process and plant industries.
Therefore, the Directors believe that the Enlarged Group would materially benefit from offering a broader,
better integrated range of end-to-end solutions to a wider global customer base.
End Market Diversification
Historically, the AVEVA Group has derived a significant proportion of its revenue from customers operating
in the upstream oil and gas sector. For the financial year ended 31 March 2017, such customers represented
approximately 40 to 45 per cent of revenue.
The Schneider Electric Software Business operates across a broader range of end markets and its customer
base includes many of the world’s leading mining, pharmaceutical, petroleum, food and beverage and
chemical companies. Oil and gas and chemicals accounted for approximately 47 per cent of the Schneider
Electric Software Business’ revenue for the year ended 31 March 2017, with a focus on midstream and
downstream. It is therefore expected that whilst the Combination will enhance the AVEVA Group’s position
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in its current key markets, it will also increase end-market diversification, creating a more balanced business
model upon which to build future growth strategies.
Geographic Diversification
The Schneider Electric Software Business’ geographic areas of operation and revenue generation
complement the AVEVA Group’s existing areas of operation and revenue generation. The AVEVA Group’s
principal geographic market is EMEA, which represented 49.4 per cent of revenue in the financial year
ended 31 March 2017. The Schneider Electric Software Business, on the other hand, has a large base in
North America, with approximately 49 per cent of revenue in the financial year ended 31 March 2017
generated in this region. The Enlarged Group will leverage the Schneider Electric Software Business’
exposure to the US market in order to increase market share in the region, and capitalise on the growth
opportunities that the market offers; the Americas would have contributed approximately 39.1 per cent of
revenue in the Enlarged Group in FY 2017 (assuming a USD:GBP exchange rate of 1.3021 for the period),
compared to 15.2 per cent of the AVEVA Group’s revenue for the financial year ended 31 March 2017. This
is in line with the AVEVA Group’s stated strategic aim of significantly increasing market share in North
America.
Anticipated Integration Benefits
The Directors believe that the Combination should give rise to the delivery, over the medium term, of
material revenue and cost synergies. The combined entity will leverage the footprint each has in specific
sectors and phases of the capital project lifecycle in order to offer a more holistic and higher value suite of
products to many existing clients. The scale and breadth of expertise in the Enlarged Group will also allow
it to embark upon larger and more value-added projects, and leverage its operating scale to execute these
more efficiently. In addition, the AVEVA Group and the Schneider Electric Group will enter into the
Commercial Agreements (described in paragraph 13.2.1 of Part XIII (Additional Information) of this
document) which will enhance revenue synergy opportunities.
Given the scale of the Enlarged Group, the Directors believe that there is scope to achieve meaningful
operational efficiencies, to be derived from the optimisation of cost structures across the Enlarged Group
through deployment of standard operating practices and elimination of overlaps across the combined
business operations, increased utilisation of global product and project delivery centres for cost efficiencies
and the rationalisation of corporate and administrative functions. These benefits will be partially offset by
additional standalone costs which the Enlarged Group will need to incur in certain geographies where the
Schneider Electric Software Business has historically benefited from shared infrastructure and central
functions within the wider Schneider Electric Group.
However, whilst the opportunity for operational efficiencies is an integration priority for the AVEVA
Group’s management, the key focus is to ensure that the Combination is effected without disruption to the
product development, sales, support and administrative functions of the Enlarged Group (while recognising
the intentions of Schneider Electric set out below in paragraph 10 of this Part I (Letter from the Chairman
of AVEVA Group plc)). As at the date of this document, an outline integration and alignment plan has been
developed by AVEVA. A more detailed alignment plan will be prepared in due course which will set out the
scope of the wider and longer term alignment process, quantifiable objectives and the detailed organisational
structure of the Enlarged Group. The Enlarged Group’s headquarters will continue to be located in
Cambridge, UK.
Customer Diversification
The AVEVA Group currently has an estimated customer base of over 4,000 customers, and focuses primarily
on specialist 3D modelling and design solutions. The Schneider Electric Software Business’ installed base
is much larger, in part due to a number of its more generic products. The Combination is expected to
significantly raise the AVEVA Group’s installed customer base and will specifically increase penetration into
owner-operators, further reducing the AVEVA Group’s exposure to capital investment cycles expenditure.
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Conclusion
In conclusion, the Directors believe that there is a clear and compelling industrial logic and strategic
rationale for a combination of the AVEVA Group and the Schneider Electric Software Business. The
Combination will create a larger AVEVA Group with an extensive, end-to-end product offering with a more
diverse customer base and geographic presence, run by an established management team with a proven track
record. The Combination, including the Return of Value, is expected to create additional value for
Shareholders.
3.

Summary information on the AVEVA Group

The AVEVA Group is one of the world’s leading engineering, design and information management software
providers to the process, plant and marine industries. The AVEVA Group’s world-leading technology was
originally developed as the Computer-Aided Design Centre, a UK Government research laboratory formed
in 1967, privatised in 1983 and later listed on the London Stock Exchange in 1996 as CADCentre. The
Company was renamed ‘AVEVA’ in 2001 and has delivered a consistent track record of growing revenue
and profits over the long-term through the provision of mission-critical software solutions to many of the
world’s largest engineering companies and owner-operators. Demand in the AVEVA Group’s end markets is
driven by long-term trends, such as the growing global demand for energy of all kinds, the growing demand
for raw material and their transportation, reduction in environmental impact and lifetime extension of
operating facilities. The AVEVA Group has successfully established a global sales and support infrastructure
and is exposed to the world’s fastest growing economies.
Key to the AVEVA Group’s strategy is the concept of the Digital Asset which is a digital representation of
the physical plant. The AVEVA Group offers a comprehensive range of productivity software and enterprise
solutions for EPCs, shipbuilders and plant owner-operators. Common to all this is the ability to create, share
and control information integrated within the Digital Asset.
By being information-centric, the AVEVA Group’s Digital Asset approach delivers compelling business
benefits to the process plant and power industries. It improves the quality and accessibility of critical
information, enabling EPCs, shipbuilders and owner-operators to make more accurate, timely decisions,
compressing schedules, cutting cost and reducing risk.
The AVEVA Group’s products are most applicable in industries where scale and complexity are at their
greatest: oil and gas, shipbuilding, power, chemical, petrochemical, paper and pulp, mining and metals and
major infrastructure projects.
Over 4,000 customers rely on the AVEVA Group’s software solutions to make accurate and timely design,
engineering and business decisions across entire project and asset lifecycles.
The AVEVA Group’s licensing model generates high levels of recurring revenue. As the majority of revenue
is derived from software sales, the AVEVA Group has enjoyed historically high profit margins that have
enabled strong cash generation and reinvestment in the AVEVA Group’s technology to maintain and extend
its competitive advantage.
4.

Summary information on the Schneider Electric Group

The Schneider Electric Group is a global specialist in energy management and automation with operations
in more than 100 countries and offers integrated solutions across multiple market segments. It is organised
around four businesses: Buildings, Infrastructure, Industry and IT, each of which have a leading position
worldwide in their field. The Schneider Electric Group operates in four principal diversified end markets:
buildings, utilities and infrastructure, industries and machines manufacturers, and data centres and networks.
Focused on helping its customers to make their ecosystem safe, reliable, efficient and sustainable, the
Schneider Electric Group’s 144,000 employees achieved revenue of approximately €25 billion in the
financial year ended 31 December 2016, through an active commitment to help individuals and organisations
to achieve more with less.
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The board of directors of Schneider Electric consists of Mr Jean-Pascal Tricoire (Chairman and Chief
Executive), Mr Léo Apotheker (Vice-Chairman and independent lead director), Ms Betsy Atkins, Ms Cécile
Cabanis, Mr Xavier Fontanet, Mr Antoine Gosset-Grainville, Mr Fred Kindle, Mr Willy Kissling, Ms Linda
Knoll, Ms Cathy Kopp, Mr Gregory Spierkel, Mrs Ma Xiaoyun and Mr Henri Lachmann (who is a
non-voting director).
As a result of and following Completion, the Schneider Electric Group expects to consolidate the AVEVA
Group’s assets and liabilities.
The Combination is expected to be marginally earnings per share accretive in the first year of ownership
following Completion for the Schneider Electric Group. This statement should not be construed as a profit
forecast or be interpreted to mean that the future earnings per share, profits, margins or cash flows of the
Schneider Electric Group will necessarily be greater or less than the historic published earnings per share,
profits, margins or cash flows of the Schneider Electric Group.
Please see paragraph 9.7 of Part XIII (Additional Information) of this document for further details on the
Schneider Electric Group.
5.

Summary financial information on the Schneider Electric Software Business

The summary financial information set out below has been extracted without material amendment from
Part VIII (Historical Combined Financial Information of the Schneider Electric Software Business) of this
document, where it is shown with important notes describing some of the line items.
Combined Statements of Income
Year ended 31 March
–––––––––––––––––––––
2017
2016
2015
––––––––
––––––––
––––––––
(US$ millions)
Revenue
Cost of sales

565.9
(196.6)
––––––––
369.2
(96.4)
(156.4)
––––––––
(252.8)
––––––––
116.4

Gross profit
Research and development
Selling, general and administrative expenses
Total operating expenses
EBITA adjusted

––––––––

601.0
(230.7)
––––––––
370.3
(91.7)
(142.9)
––––––––
(234.6)
––––––––
135.7

––––––––

601.0
(238.4)
––––––––
362.5
(85.3)
(151.7)
––––––––
(236.9)
––––––––
125.6

––––––––

Combined Statement of Cash Flows
Year ended 31 March
–––––––––––––––––––––
2017
2016
2015
––––––––
––––––––
––––––––
(US$ millions)
Net cash provided by operating activities

140.3

124.8

118.7

The Schneider Electric Software Business derives a proportion of its revenue from Schneider Electric group
companies, and also benefits from sharing certain overheads, including premises, IT and other support
functions, with other Schneider Electric group companies in various territories. The historical combined
financial information on the Schneider Electric Software Business does not reflect the arm’s length
commercial terms which will apply pursuant to the Commercial Agreements between the Enlarged Group
and Schneider Electric following Completion.
The estimated impact of the Commercial Agreements is an increase in 2017 combined revenues (relative to
the audited financial information) of approximately US$9.3 million (2016 and 2015: increase of US$19.2
million and US$19.8 million, respectively), had intergroup sales been made on the terms of the Commercial
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Agreements. The net impact of Commercial Agreements and other standalone adjustments is: (i) an increase
of approximately US$2.4 million to the 2017 combined Adjusted EBITA and (ii) a decrease in 2016 and
2015 of US$6.2 million and US$14.3 million, respectively, being the profit impact of the revenue adjustment
offset by the additional costs (net of historic management charges and other recharges which will no longer
apply) which the Commercial Agreements formalise for shared services provided by Schneider Electric
group companies. These adjustments are necessarily approximations and have been prepared by Schneider
Electric and reviewed by the Directors and the Proposed Directors based on the available management
information and best estimates.
6.

Financing of the Enlarged Group

On 5 September 2017, AVEVA and certain of its subsidiaries entered into the Facility Agreement, pursuant
to which the Facility was made available to the AVEVA Group for general corporate and working capital
purposes. The availability of the Facility is conditional on Re-Admission.
The Facility is a three year revolving credit facility for £100 million.
See paragraph 13.1.6 of Part XIII (Additional Information) of this document for a more detailed description
of the Facility Agreement.
7.

Financial effects of the Combination

Value to Existing Shareholders
Existing Shareholders will collectively:
•

retain 40 per cent (on a Fully Diluted Basis) of the Enlarged Group on Completion, with combined
pro forma revenue and Adjusted profit before tax of approximately £648.7 million and approximately
£146.3 million for the financial year ended 31 March 2017, respectively;

•

under the Return of Value, receive a cash payment of £650 million at or around Completion (of which
£550 million will be funded by Schneider Electric and £100 million from the AVEVA Group’s surplus
cash) equivalent to approximately 1,014 pence per Ordinary Share, approximately equal to
52.8 per cent of AVEVA’s unaffected closing share price on the Latest Practicable Date; and

•

have an opportunity to benefit (through their shareholding in the Enlarged Group) from the enlarged
market scale and reach of the Enlarged Group together with the revenue and cost synergies which are
expected to arise over the medium term.

Impact on cash position
The Schneider Electric Software Business will be contributed on a debt-free, cash-free basis with a normal
level of working capital. AVEVA had a net cash position as at 30 June 2017 of £152.2 million which will be
augmented by operating cash generation between that date and Completion. Following Completion and the
distribution to Shareholders of £100 million of excess cash, payment of the FY17 Final Dividend and an
estimated £20.7 million of transaction costs, the Enlarged Group expects to have a broadly neutral net cash
position through its financial year ending 31 March 2019 (subject to ordinary course trading seasonality and
working capital fluctuations, the most significant of which has historically been the payment of the AVEVA
Group’s interim and final dividends in December and July each year, and no long-term debt). In addition to
its liquidity from its trading cash flows, the Enlarged Group will have also access to a three year revolving
credit facility of £100 million available to it pursuant to the Facility as further described in paragraph 13.1.6
of Part XIII (Additional Information) of this document, in order to meet its normal operating requirements.
Impact on Adjusted Earnings per Share
The Directors consider that the overall transaction is likely to have a marginally dilutive effect on AVEVA’s
adjusted earnings per share in the first full financial year from Completion, by virtue of the fact that AVEVA
will issue the Consideration Shares partly in consideration for the payment by Schneider Electric of
£550 million in cash, the benefit of which will not be retained by the Company but paid to Shareholders
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under the Return of Value. Accordingly, the Directors consider that the impact on Adjusted Earnings per
Share, which takes no account of the £650 million to be received by Existing Shareholders under the Return
of Value, is of less relevance than the impact on value to Existing Shareholders as described above.
Furthermore, the Directors expect that the combination of the Schneider Electric Software Business and the
AVEVA Group and the related Return of Value are such that the accounting treatment to be adopted in the
consolidated interim and annual reports subsequent to Completion will be that the Schneider Electric
Software Business will be treated as the accounting acquirer under IFRS. This means that the financial
statements of the Enlarged Group will reflect the historical results of the Schneider Electric Software
Business and consolidate the results of AVEVA only from the date of Completion.
Impact on dividends
AVEVA’s FY17 Final Dividend of 27.0 pence per Ordinary Share was paid on 4 August 2017 to
Shareholders on the register on 7 July 2017. Under the terms of the Merger Agreement, AVEVA has agreed
that it shall not, between the date of the Merger Agreement and Completion, pay or recommend or declare
payment of a dividend or other distribution (whether in cash, stock or in kind) or enter into an agreement to
do so, other than in respect of the Return of Value. In addition, given the size and expected timing of the
Return of Value, AVEVA will not (assuming Completion occurs) pay an interim dividend for the current
financial year, but AVEVA expects to pay a final dividend for that year in accordance with its usual policy
and practice. The Consideration Shares will be eligible to receive this final dividend. Following Completion,
AVEVA intends to maintain its existing progressive dividend policy, taking account of the earnings profile
of the Enlarged Group.
8.

Details on the terms and conditions of the Combination

Completion is conditional upon, amongst other things, approval by Existing Shareholders of the
Combination Resolutions and Admission as well as on those other matters set out in Part II (Details of the
Combination) of this document. The Company expects Completion to be at or around the end of 2017.
On Completion, the Company will allot and issue to Schneider Electric such number of Consideration Shares
as is equal to 60.0 per cent of the Enlarged Group on a Fully Diluted Basis. This is expected to be equivalent
to approximately 60.3 per cent of the Enlarged Share Capital on an undiluted basis. Further details on the
calculation of “Fully Diluted” are set out in paragraph 3.2 of Part II (Details of the Combination) of this
document.
The Directors consider that the terms of the Combination and the cash subscription are inextricably linked
and that Shareholders should consider the terms of the Combination and the cash subscription in the round,
recognising that the cash subscription and the contribution of the Schneider Electric Software Business by
Schneider Electric Group reflects the fact that Schneider Electric Group is acquiring a majority stake in the
Enlarged Group, which is classified as a reverse takeover of AVEVA under the Listing Rules. Pursuant to
the Combination, the consideration for the issue of the Consideration Shares is satisfied by the cash
subscription of £550 million, together with the contribution of the Schneider Electric Software Business on
a debt-free-cash-free basis.
As the Combination is classified as a reverse takeover under the Listing Rules, upon Completion the listing
on the premium listing segment of the Official List of all of the existing Ordinary Shares will be cancelled,
and application will be made for the immediate re-admission of those Ordinary Shares and the admission of
the Consideration Shares to the premium listing segment of the Official List and to trading on the London
Stock Exchange’s main market for listed securities. It is expected that Admission will become effective, and
that dealings in Ordinary Shares (including the Consideration Shares) will commence, at 8.00 a.m. on the
day of Completion. The number of Ordinary Shares (including the Consideration Shares) which will be the
subject of Admission is expected to be approximately 161.4 million. Further details about the Combination
are set out in Part II (Details of the Combination) of this document.
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9.

Current trading and future prospects of the Enlarged Group

AVEVA
AVEVA’s software is used by customers to reduce costs and enhance efficiency as they design, build and
operate large capital-intensive assets, mainly in the process, power and marine industries. The Company’s
vision is for the increasingly widespread adoption of constantly-evolving Digital Assets, enabling customers
to manage the continual change of the engineering data as they design, build and operate some of the world’s
most complicated physical assets.
AVEVA’s products offer an advantage over competing offerings, due to their inherent integration based on
object modelling technology, which reduces complexity and lowers the total cost of ownership for
customers. This competitive positioning and the mission-critical nature of the AVEVA Group’s software
results in a business model that is characterised by high levels of recurring revenue and low customer churn.
Over the longer-term, demand has grown as there has been greater adoption of the Digital Asset in both the
design and operational phase of physical assets. In the shorter-term, demand can be influenced by capital
spending cycles in AVEVA’s end markets and associated developments such as customer consolidation.
There is increased focus on how customers can create a Digital Asset replica of their physical plant.
Increasingly technologies such as the Cloud, artificial intelligence and virtual reality are being used to
enhance the value from the Digital Asset.
AVEVA’s key end markets are oil and gas, marine, power and petrochemical and chemical. Other markets
include: architecture, construction and steel fabrication; mining and minerals processing; paper and pulp and
pharmaceuticals. Oil and gas accounted for 40 to 45 per cent of revenue; marine 20 per cent; power 15 to
20 per cent; petrochemical and chemical 10 per cent; and the remainder 10 per cent for the financial year
ended 31 March 2017. In oil and gas, low commodity prices have meant that there has been reduced
investment in new capital projects and delay of new projects which has impacted demand for AVEVA’s
software. Similarly, the marine industry has been affected by over-capacity resulting in fewer orders of ships
which has impacted demand for AVEVA’s software. Part of AVEVA’s strategy to offset these challenges has
been to diversify away from its core markets of upstream oil and gas and marine into other markets such as
chemicals, infrastructure and power.
On 23 May 2017, AVEVA reported its full year results for the year ending 31 March 2017. At that time it
was noted that AVEVA’s core markets of oil and gas and marine, which together account for over 60 per
cent of the AVEVA Group’s revenue, had been in a cyclical trough over the last three years.
It was also noted that while the timing of a full recovery in demand was still uncertain, it was expected that
as end-market headwinds lessened, the growth resulting from strategic initiatives would begin to show at the
AVEVA Group level.
On 7 July 2017, AVEVA released a trading update that stated that since the announcement of the FY 2017
results on 23 May 2017, the AVEVA Group has made a solid start to the financial year and there has not
been any noticeable change in the trends reported at that time. The phasing of revenue in FY 2018 is expected
to be broadly similar to the prior year.
The AVEVA Group maintains a strong balance sheet and saw good cash generation in the first quarter,
resulting in net cash of £152.2 million at 30 June 2017.
With revenues for the first four months of the current financial year trending slightly ahead of the
comparative period (at constant currency) and a continuing focus on cost control, there has been no
significant change in the Board’s view of AVEVA’s current trading and future prospects since the trading
update of 7 July 2017.
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Schneider Electric Software Business
The following trends have shaped and are expected to continue to shape the industry in which the Schneider
Electric Software Business operates:
Crude Oil
Crude oil prices have experienced a continued decline, which has had an impact across all the segments of
the oil industry that the Schneider Electric Software Business serves. The primary impact has been in the
reduction of capital projects, which consequently has affected the Schneider Electric Software Business’
licensing and projects activity in areas such as Process Engineering and Simulation that are bought during
execution of capital projects.
Nevertheless, the decline in crude oil prices has also created opportunities for other offers from the Schneider
Electric Software Business, particularly those related to the realisation of operational efficiency and
improved visibility of operational metrics. However, the realisation of these opportunities often have a
protracted sales cycle and a larger competitive environment, which limits the ability of the business to
replace lost revenue through the decline of capital projects.
Capital expenditure constraints
There has been a constraint on capital expenditure in other industries, a similar trend to that seen in the oil
sector. This has also been manifest in other commodity industries, such as mining, an industry of material
interest for the Schneider Electric Software Business.
Broadened customer focus
Customers have revisited the scope of traditional application areas, such as Operations Execution and
Optimisation. This has been partly influenced by trends in other industrial sectors, such as food and beverage
and consumer packaged goods where the focus has shifted towards the Internet of Things and digitalisation.
The shift has typically been from larger monolithic applications to smaller “point solutions” that leverage
current low cost sensor, edge control and Cloud-based analytics technology. While the Schneider Electric
Software Business has the capabilities to deliver these new kinds of solutions, this shift also leads to a
reduction in revenue in the short term as customers defer larger project implementations in favour of small
pilot projects to determine the new course of efficiency solutions.
New opportunities
There are significant opportunities for the Schneider Electric Software Business’ technologies in new areas,
such as smart infrastructure, buildings and smart cities, especially in conjunction with the broader offerings
in energy management and building automation from the Schneider Electric Group. These opportunities are
driven by the need for new infrastructure to have a highly scalable monitoring and controlled infrastructure,
which is a core capability of the Schneider Electric Software Business’ real-time control and information
management portfolio.
Current trading
For the year ended 31 March 2017, the Schneider Electric Software Business reported revenue of
approximately US$565.9 million, corresponding to a decrease of 5.8 per cent as compared to the year ended
31 March 2016. This decrease was driven by significant market factors affecting the oil and gas and mining
and minerals markets causing reduced levels of capital projects volume and EPC licensing volumes. Revenue
was further impacted by selectivity in project bidding and a migration to term based subscription licensing.
Since 31 March 2017, the Schneider Electric Software Business’ trading has been consistent with the process
industries macro-economic environment. The Schneider Electric Software Business has started to see
increased momentum in orders especially in areas related to operational efficiency and asset performance,
though cycle times for final procurement decisions and project start-up remain protracted for larger
opportunities. Unaudited management information at constant currency for the four months to 31 July 2017
shows revenues slightly ahead of the comparable prior year period, with an improvement in gross margin
and a stable level of Adjusted EBITA. The Schneider Electric Software Business’ management expects to
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see a gradual recovery in revenues over the current financial year to 31 March 2018 assuming no major
changes in the current environment in the capital intensive industries it serves. In prior years, revenue has
tended to be relatively higher in the second half of the financial year, with first half trading performance in
the financial year ended 31 March 2017 representing approximately 48 per cent of total financial year
revenues, and a significant portion of revenues are generally weighted toward the end of the quarter,
primarily in the licence revenue stream.
10.

Schneider Electric’s intentions for the purposes of the Takeover Code regarding the Enlarged
Group and its ongoing relationship with the Company

Schneider Electric expects the Enlarged Group to become a global leader in industrial software. AVEVA’s
portfolio reinforces Schneider Electric’s software capabilities with complementary technologies, end market
and geographical coverage. The Combination will add asset design capabilities to Schneider Electric’s
offering and enable the extension of its value proposition to cover the full asset lifecycle management for its
clients.
As a result, Schneider Electric is confident that the Enlarged Group could generate attractive revenue
synergies and create additional shareholder value. While Schneider Electric believes that synergies may be
available through the optimisation of cost structures across the Enlarged Group, including through
deployment of standard operating practices and elimination of overlaps across the combined business
operations, increased utilisation of global product and project delivery centres for cost efficiencies and the
rationalisation of corporate and administrative functions, it is not yet in a position to quantify the impact of
such synergies for reporting under the Takeover Code.
Schneider Electric attaches great importance to the skills and experience of the existing management and
employees of the AVEVA Group and the Schneider Electric Software Business and believes that they will
be a key factor in maximising the opportunities that the Combination will present. Management and
employees of both the Schneider Electric Software Business and the AVEVA Group will have the potential
to benefit from new opportunities within the Enlarged Group following Completion. Schneider Electric
recognises, however, that in order to achieve the expected benefits of the Combination, some operational,
corporate and administrative restructuring may be required following Completion.
The number of employees and locations which may be affected by any integration plan will ultimately
depend on the outcome of a more detailed synergy review to be undertaken and implemented by the Enlarged
Group after Completion. This may result in certain office locations, which are yet to be determined, of the
Enlarged Group being combined or closed as appropriate, which could have headcount implications.
Finalisation of the integration plans will be subject to engagement and (if applicable) consultation with
relevant stakeholders with regard to any impacts on employment or the location of places of business.
Schneider Electric does not otherwise anticipate adverse changes being made to the deployment of the fixed
assets of the Enlarged Group or the conditions of employment of the Enlarged Group’s employees. Schneider
Electric intends that, following Completion, the Enlarged Group will continue to meet its obligations under
Part 3 of the Pensions Act 2004 and any contractually agreed employer contributions.
Following Admission, Schneider Electric intends to maintain the listing of the Ordinary Shares on the
premium listing segment of the Official List and the trading of the Ordinary Shares on the London Stock
Exchange’s main market for listed securities. The Company will enter into the Relationship Agreement with
Schneider Electric which will take effect on and from Admission and will remain in force until: (i) the
Company ceases to be listed (which could result from further share acquisitions by Schneider Electric, as the
UKLA has a discretion to delist if, inter alia, there is insufficient liquidity); or (ii) the Schneider Electric
Group ceases to be a Shareholder; or (iii) if earlier, by agreement between Schneider Electric and the
Company (subject to the Listing Rules).
Under the Relationship Agreement, Schneider Electric shall have the right to nominate up to two persons to
be Non-Executive Directors.
See paragraph 12 below and paragraph 3.7 of Part XII (Directors, Proposed Directors and Corporate
Governance) of this document for a more detailed description of the Relationship Agreement.

58

11.

Board and Management Team

The Enlarged Group will, on Completion, remain listed on the London Stock Exchange’s main market for
listed securities and headquartered in Cambridge.
The parties are in the process of selecting a new Chief Executive Officer of AVEVA, with a proven track
record and experience in managing a global software business. An announcement identifying the new Chief
Executive Officer and clarifying the timing of his appointment will be made as soon as practicable. James
Kidd will continue in his role as Chief Executive Officer until such time as the Board decides to appoint a
new Chief Executive Officer, whereupon it is intended that James will be appointed to the role of Deputy
Chief Executive Officer and Chief Financial Officer in order to drive forward the strategy, implementation
and integration of the Enlarged Group. David Ward will also continue in his role as Chief Financial Officer
until a new Chief Executive Officer is appointed and following such appointment it is intended that David
will step down from the Board and be appointed to the role of Company Secretary.
The existing Non-Executive Directors of AVEVA will remain in place on Completion. Philip Aiken will
continue as Non-Executive Chairman following Completion. Jennifer Allerton, Christopher Humphrey and
Ron Mobed will continue as independent Non-Executive Directors of the Enlarged Group.
Emmanuel Babeau (Deputy Chief Executive Officer and Chief Financial Officer) and Peter Herweck
(Executive Vice President – Industry) of Schneider Electric will be appointed as Non-Executive Directors of
the Enlarged Group on Completion. Emmanuel Babeau will additionally assume the role of Vice Chairman.
Both of them will add significant management and industrial experience to the existing AVEVA Board.
In order for the Board of the Enlarged Group to comprise a majority of independent Non-Executive Directors
(including the Chairman), one additional independent Non-Executive Director is expected to be appointed
as soon as possible after Admission. Such appointment shall be approved after Admission by the Nomination
Committee.
On Admission and provided that a new Chief Executive Officer of AVEVA has been appointed, the Enlarged
Group’s Board will comprise the new Chief Executive Officer and the following:
Name

Role on Enlarged Group’s Board

Philip Aiken
Emmanuel Babeau
James Kidd
Jennifer Allerton
Christopher Humphrey
Ron Mobed
Peter Herweck

Non-Executive Chairman
Non-Executive Vice Chairman (Schneider Electric appointee)
Deputy Chief Executive Officer and Chief Financial Officer
Independent Non-Executive Director
Independent Non-Executive Director and Senior Independent Director
Independent Non-Executive Director
Non-Executive Director (Schneider Electric appointee)

Biographical details for each of the Directors and Proposed Directors are set out in paragraphs 1.1 and 2.1
of Part XII (Directors, Proposed Directors and Corporate Governance) of this document.
Key members of the existing executive management team of AVEVA, namely Dave Wheeldon (Chief
Technology Officer and currently also Deputy Chief Executive Officer) and Steen Lomholt-Thomsen (Chief
Revenue Officer) are expected to remain in place following Completion.
Ravi Gopinath, currently executive vice president of the Schneider Electric Software Business, will be
appointed as Chief Operating Officer of the Enlarged Group. He will report to the Chief Executive Officer
of the Enlarged Group.
The management team of the Enlarged Group will be organised in such a way as to ensure that the
anticipated benefits and operational efficiencies resulting from the Combination are captured for the benefit
of all Shareholders. These corporate functions will also benefit from the additional support of the services to
be provided by Schneider Electric pursuant to the Transitional Services Agreement and the Commercial
Agreements during the term of these agreements.
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12.

Relationship Agreement

The Enlarged Group’s relationship with Schneider Electric, as its majority shareholder, will be governed
from Admission by the Relationship Agreement and the Listing Rules. The Relationship Agreement will
remain in force until the Company ceases to be listed or, if earlier, until the Company and Schneider Electric
otherwise agree (subject always to the Listing Rules) or the Schneider Electric Group ceases to be a
Shareholder. Pursuant to the Relationship Agreement:
•

the Schneider Electric Group may appoint one Non-Executive director to the Board so long as it holds
at least 10 per cent of the voting rights and economic interest in the Company and two Non-Executive
directors so long as it holds at least 25 per cent of such rights and interest;

•

the Schneider Electric Directors shall be entitled to receive fees and expenses for the performance of
his or her duties as a Director in accordance with the Company’s normal remuneration policies for
Non-Executive Directors. Schneider Electric may, at any time and at its option, procure that any
Schneider Electric Directors who are employees of the Schneider Electric Group waive any rights
accruing to them to receive any payments in connection with their position as Directors;

•

for a period of two years following Completion, the Board will continue to have an independent
Non-Executive Chairman; after that, for so long as the Schneider Electric Group has the right to
appoint at least one Non-Executive Director to the Board (that is, so long as the Schneider Electric
Group holds at least 10 per cent of the voting rights and economic interest in the Company), Schneider
Electric will have the right to appoint such Non-Executive Director as the Chairman, whereupon the
independent Non-Executive Directors’ votes will be less than the votes of the remaining Board
Members including the Chairman’s casting vote;

•

for the period of 5 years from Completion and provided that the Schneider Electric Group holds more
than 50 per cent of the voting rights in the Company, AVEVA shall give Schneider Electric reasonable
notice of any transaction involving:
(a)

otherwise (i) than in the ordinary course of business or (ii) where the approval of the
Shareholders is required under Chapter 10 and 11 of the Listing Rules, any sale or other
disposal or transfer (irrespective of whether such sale, other disposal or transfer is to any third
party or within the Enlarged Group) of, or discontinuation of, the business related to: (i) the
assets comprised within the line of business utilising Citect, sublicensing of the scope of rights
concerning ClearSCADA and Ampla software rights contributed to AVEVA under the
Combination; or (ii) any other material part of the of the Schneider Electric Software Business
contributed to AVEVA under the Combination; or

(b)

any issue of shares in AVEVA (including pursuant to any employee share scheme) representing
five per cent or more of AVEVA’s total share capital in issue or any issue of shares that would
leave Schneider Electric’s holding at/or below 50 per cent of AVEVA’s total share capital in
issue,

and any such transaction shall not be approved by the Board without the approval of Schneider
Electric provided, however, the approval of Schneider Electric shall not be required unless Schneider
Electric, acting reasonably, believes that the relevant transaction may compromise the tax treatment
of the Pre-Closing Reorganisation which relates to Schneider Electric or its affiliates; and
•

Schneider Electric will procure that (for so long as: (a) Schneider Electric remains a “controlling
shareholder” of AVEVA within the meaning of Listing Rule 6.1.2AR; or (b) the Schneider Electric
Group holds 25 per cent or more of the voting rights or economic interest in the Company):
(i)

all transactions, agreements and arrangements between it or any of its Associates (on the one
hand) and any member of the Enlarged Group (on the other hand) are conducted at arms’ length
basis and on normal commercial terms;

(ii)

neither it nor any of its Associates will propose any shareholder resolution which is intended
or appears to be intended to circumvent the proper application of the Listing Rules;
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(iii)

neither it nor any of its Associates will take any action that would have the effect of preventing
the Company from complying with its obligations under the Listing Rules or from complying
with the terms of the Relationship Agreement; and

(iv)

it will abstain and cause its Associates to abstain from voting on any resolution to approve any
“related party transaction” (as such term is defined in the Listing Rules) involving Schneider
Electric or any of its Associates as the related party.

The Relationship Agreement contains no restriction on disposals of shares in the Company by Schneider
Electric. As regards acquisitions of shares by Schneider Electric or making a takeover offer, it restricts, for
a period of two years from Completion, and save with the approval of a majority of the independent
Non-Executive Directors, Schneider Electric or its Associates from increasing its shareholding or doing
anything with the same or substantially the same economic effect (save to the extent necessary to maintain
or restore its initial holding at Admission). After the initial two-year period there is a further period of
18 months during which Schneider Electric will be permitted, without any need for independent NonExecutive Director approval, to make a general offer under the Takeover Code or to acquire shares in the
market or otherwise up to 75 per cent of the Company’s issued share capital. Any such general offer would
have to be (i) at a price not less than a 20 per cent premium to the 30-day volume weighted average of the
Company’s share price immediately prior to the commencement of the offer period of the Company during
which Schneider Electric’s offer is made and be either: (a) recommended by a majority of the independent
Non-Executive Directors; or (b) include an acceptance condition which requires the acceptance of the offer
by a majority of the other shareholders in the Company, or (ii) otherwise be recommended by a majority of
the independent Non-Executive Directors.
After the further 18 month period, Schneider Electric will be under no restrictions as to acquisitions of shares
or making offers. It should be noted that the minimum offer price described above:
(a)

is only for the period of 18 months immediately following the initial period of two years from
Completion;

(b)

does not impose any obligation on Schneider Electric to make any offer;

(c)

can be waived by the independent Non-Executive Directors; and

(d)

may be depressed by sales of shares (as it is by reference to the then trading price) and Schneider
Electric is not under any restriction on sales of shares in the Company.

On the Ordinary Shares ceasing to be listed, the protections in the Relationship Agreement will cease.
The Company shall maintain its financial year end as 31 March.
Schneider Electric has acknowledged that it is its current intention that the Company will apply the UK
Corporate Governance Code, subject to certain exceptions specified in paragraph 3.6 entitled “Compliance
with the UK Corporate Governance Code” of Part XII (Directors, Proposed Directors and Corporate
Governance) of this document. In connection with this, under the Relationship Agreement the Company and
Schneider Electric have agreed that one additional independent Non-Executive director shall be appointed to
the Board as soon as possible after Admission in order to comply with the requirements of the UK Corporate
Governance Code. Such appointment shall be approved after Admission by the Nomination Committee.
Further details of the Relationship Agreement are set out in paragraph 3.7 of Part XII (Directors, Proposed
Directors and Corporate Governance) of this document.
13.

Dividend Policy

The Relationship Agreement requires that, for so long as the Company is listed, Schneider Electric will not
take any action which would reasonably be expected to result in the Company’s dividend policy not being
consistent with its existing dividend policy, which is to pay a progressive dividend (as explained above in
paragraph 7 of this Part I (Letter from the Chairman of AVEVA Group plc)) and following Completion, the
Company intends to maintain this policy. The ability of the Company to pay dividends is dependent on a
61

number of factors and there is no assurance that the Company will pay dividends nor what the amount of
such dividends will be.
14.

Proposed Return of Value

The proposed Return of Value will be in the amount of £650 million, equating to approximately 1,014 pence
per Ordinary Share. The Consideration Shares will not participate in the Return of Value. The Directors’
intention is that the Return of Value will be implemented by means of an issue of B Shares immediately
following Completion, which will be mandatorily redeemed, on the date of their issue, out of the proceeds
of the issue of shares for cash to the Schneider Electric Group (as far as possible) and as to the remainder
out of distributable reserves of the Company. However, it is not possible to determine that the Return of
Value will be by way of a B Share issue for certain at this stage, as the issue of B Shares in this manner
requires a sufficient merger reserve arising on the Combination and the size of the merger reserve will
depend on a number of factors including the prevailing AVEVA share price at Completion. In the event it is
not possible to implement the Return of Value in this manner, the Return of Value will be implemented by
an issue of B Shares, a special dividend or a repayment or reduction of capital or any combination of the
foregoing (taking into account speed, tax considerations and other relevant matters), some of which may
result in the receipt of cash by Shareholders (other than the Schneider Electric Group) being treated as
income and some as capital for tax or other purposes. In order to facilitate the Return of Value, Shareholders
are being requested to grant the Directors authorities to implement the B Share Scheme. This will avoid the
need for a further Shareholders’ meeting. However, if the Return of Value is made otherwise than by the issue
of B Shares or special dividend, a further Shareholders’ meeting may be required to implement it.
Under the proposal to issue B Shares, for every one Ordinary Share held at the Record Time, one B Share
will be issued, and will be mandatorily redeemed by the Company for its nominal amount on the date of
Completion.
The Return of Value is conditional on the Combination completing and, accordingly, is intended to be paid
shortly after Completion, if implemented by an issue of B Shares or special dividend or a combination of
them, and as soon as reasonably practicable if implemented in any other manner. The Return of Value is also
dependent upon the Company having sufficient distributable reserves. The Directors believe this will be the
case based on current reserves available to the Company, but in the event reserves were depleted between
now and Completion, the ability to implement the Return of Value to the full extent would be dependent upon
alternative arrangements being found which did not prejudice the tax position of Schneider Electric.
Part XI (The Return of Value) of this document sets out further details of the Return of Value and explains
why the Directors consider the Return of Value to be in the best interests of the Company and Shareholders
taken as a whole.
15.

Risk Factors

For a discussion of the risks and uncertainties which you should take into account when considering whether
to vote in favour of the Resolutions, please refer to the “Risk Factors” on pages 18 to 39 of this document.
16.

Existing Incentive Arrangements

Following Completion, participants in the AVEVA Group LTIP 2012, the AVEVA Group LTIP 2014, the
AVEVA Group RSP and the AVEVA Group Deferred Share Plan will continue to participate on the same
terms, as the proposals described in this document will not result in any early vesting. However, the Board
proposes the following changes (the “Proposed Arrangements”):
(a)

The Board will consider adjusting performance conditions applying to all outstanding awards granted
in 2016 or 2017 under the AVEVA Group LTIP 2014, conditional upon Admission, for all participants
in the light of the Combination, to the extent permitted under applicable rules and, where relevant, the
Directors’ Remuneration Policy.

(b)

The value of rights held under the AVEVA Share Plans will be reduced as a result of the Return of
Value. Holders of these rights will not participate in the Return of Value unless the rights have vested
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or been exercised, and the holders or their nominee(s) have been registered as the holders of the
relevant Ordinary Shares on or prior to the Record Date. The AVEVA Share Plans permit the
adjustment of the terms of outstanding rights in the event of a variation of share capital, a dividend,
income or capital distribution or other event which, in the opinion of the Remuneration Committee,
affects the market price of shares to a material extent, and it is the intention of the Directors that such
an adjustment would be made; alternatively, the Directors may grant new awards on equivalent terms
over shares equal in number to the additional shares that would have been held under awards postadjustment where such an adjustment would have given rise to adverse tax consequences.
For participants in the AVEVA Group Deferred Share Plan, any Return of Value in a form other than as a
special dividend will be received by the trustee of the EBT, who may decide to apply such Return of Value
for the benefit of beneficiaries of the EBT. In the case of a special dividend, to the extent that the trustee is
obliged by the terms of the EBT to waive the dividend, it is the Directors’ intention that a contribution of an
equivalent amount will be made to the EBT to enable the trustee to purchase shares to facilitate an equivalent
adjustment to outstanding rights for the Return of Value.
The Board, which has been so advised by Lazard, considers the terms of the Proposed Arrangements to be
fair and reasonable. In providing advice to the Board, Lazard has taken into account the Directors’
commercial assessments.
17.

New Incentive Arrangements

In order to ensure the success of the integration of the AVEVA Group and the Schneider Electric Software
Business, and the Combination as a whole, the Directors believe that it is essential to retain, incentivise and
recruit the best talent from both organisations, as well as from outside the Enlarged Group, and to recognise
the significant incremental workload and responsibility that will fall on the Executive Directors and senior
managers during the integration period. It is the Directors’ intention to put forward proposals in relation to
incentive schemes for the Executive Directors at the first general meeting to take place after Completion. The
principal terms of the proposed New Incentive Arrangements have been agreed with James Kidd and David
Ward, conditional upon Completion and Shareholder approval, which will be sought at such general meeting
and on which Schneider Electric has undertaken to vote in favour. The New Incentive Arrangements are
described in paragraph 6.4 of Part XIII (Additional Information) of this document.
The Board, which has been so advised by Lazard, considers the terms of the New Incentive Arrangements
to be fair and reasonable. In providing advice to the Board, Lazard has taken into account the Directors’
commercial assessments. In making these determinations, the Executive Directors have been excluded from
the Board’s consideration of the New Incentive Arrangements and its view that they are fair and reasonable.
18.

Employee Retention Awards and One-off Cash Bonuses

In addition to the proposed New Incentive Arrangements for James Kidd and David Ward described in
paragraph 17 above, the Directors also believe that critical to the success of the integration of the AVEVA
Group and the Schneider Electric Software Business will be the retention and incentivisation of a highly
talented and successful senior management team. In recognition of the valued support, expertise and
commitment of certain employees in the lead up to the transaction, and to recognise that such skills,
leadership and support will continue to be required to help drive forward a successful integration, the
Directors have agreed to grant a number of current key senior employees a one-off retention cash award,
conditional upon Completion (the “Employee Retention Awards”). Neither James Kidd nor David Ward (or
any other director of AVEVA) shall be eligible to be granted such a retention award and Shareholder
approval is not required for the grant or payment of these retention awards. Furthermore, to recognise those
employees who are not eligible to receive a retention award but who, in the opinion of the Directors, have
invested significant amounts of personal time and exceptional effort into the work that has been required
during the transaction process, the Directors shall grant a one-off discretionary cash bonus to such selected
employees that will become payable on or as soon as practicable after Completion or if the transaction falls
away (the “One-off Cash Bonuses”). This bonus is separate from any annual bonus that employees may be
entitled to under the AVEVA Group annual incentive schemes. Shareholder approval is also not required for
the Employee Retention Awards and One-off Cash Bonuses.
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The Employee Retention Awards and One-off Cash Bonuses for below Board employees are further
described in paragraph 6.4 of Part XIII (Additional Information) of this document together with the New
Incentive Arrangements.
The Board, which has been so advised by Lazard, considers the terms of the Employee Retention Awards
and One-off Cash Bonuses to be fair and reasonable. In providing advice to the Board, Lazard has taken into
account the Directors’ commercial assessments.
19.

Settlement, listing and dealing of the Consideration Shares

The Consideration Shares will be issued at Completion, credited as fully paid and will rank pari passu in all
respects with the Ordinary Shares, including the right to receive all dividends, distributions or any return of
capital by reference to a record date on or after Completion save that they will not be entitled to receive the
Return of Value.
Upon Completion, pursuant to paragraph 5.6.19G of the Listing Rules, the existing premium listing of the
Ordinary Shares on the Official List will be cancelled. Accordingly, application will be made to the UKLA
for the Ordinary Shares then in issue to be re-admitted, and for the Consideration Shares to be admitted, to
the premium listing segment of the Official List immediately after such cancellation. The Combination is
conditional on Admission and it is expected that trading in the Ordinary Shares will not be interrupted.
20.

General Meeting

At the end of this document, you will find a notice convening a General Meeting, which is to be held at
9.00 a.m. on 29 September 2017 at Ashurst LLP, Broadwalk House, 5 Appold Street, London EC2A 2HA.
A summary of the action you should take is set out in paragraph 20 of this Part I (Letter from the Chairman
of AVEVA Group plc) and in the Form of Proxy that accompanies this document.
The purpose of the General Meeting is to consider and, if thought fit, pass the Resolutions, in each case as
set out in full in the notice of General Meeting.
The Combination and Return of Value are conditional upon the Combination Resolutions being
passed (although there are also additional conditions which must be satisfied before the Combination can be
completed which are set out in detail in Part II (Details of the Combination) of this document).
In addition to the Combination Resolutions to be considered at the General Meeting, Resolutions are to be
considered to amend the shareholder authorities passed at the Annual General Meeting to take into account
the Combination.
Once the Combination Resolutions have been passed at the General Meeting, (i) the Company will be
committed to proceed with this transaction, subject only to the rights of termination and the other
conditions (as summarised in Part II (Details of the Combination) of this document) and (ii) if the
rights of termination apply and are invoked, the transaction will not proceed. Therefore, once
the Combination Resolutions have been passed, any third party who sought to bid to take over the
Company would in practice only be able to do so with the agreement of Schneider Electric unless a
right of termination for AVEVA arose or a condition failed.
Resolution 1 – Approval of the Combination (Ordinary Resolution)
Resolution 1 proposes that the Combination be approved and that the Directors be authorised to take all steps
and enter into all agreements and arrangements necessary or desirable to implement the Combination.
Resolution 2 – Waiver under Rule 9 of the Takeover Code (Ordinary Resolution)
Under Rule 9 of the Takeover Code, any person who, whether by a series of transactions over a period of
time or not, acquires an interest in shares which, when taken together with the shares in which he is already
interested (together with shares in which persons acting in concert with him are interested), carry 30 per cent
or more of the voting rights in a company which is subject to the Takeover Code, is normally required to
make a general offer to all of the remaining shareholders to acquire their shares. Similarly, when any person
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together with any persons acting in concert with him already is interested in shares which, in aggregate, carry
30 per cent or more of the voting rights in such a company but does not hold shares carrying more than
50 per cent of such voting rights, a general offer will normally be required to be made if any further interests
in such shares are acquired.
An offer under Rule 9 of the Takeover Code must be in cash and at the highest price paid within the
12 months prior to the announcement of the offer for any shares acquired in the company by the person
required to make the offer or any person acting in concert with him.
If the Combination completes and the Company allots the Consideration Shares to the Schneider Electric
Group in accordance with the Merger Agreement, Schneider Electric will, together with other members of
the Schneider Electric Group, hold in excess of 50 per cent of the voting rights of the Company and as a
result an obligation under Rule 9 of the Takeover Code would arise for Schneider Electric to make a cash
offer for the issued shares of the Company which it does not already own. The Takeover Panel has agreed,
however, to waive the obligation to make a general offer that would otherwise arise as a result of the
Consideration Shares being issued pursuant to Completion, subject to the approval of the Shareholders.
Accordingly, Resolution 2 is being proposed at the General Meeting and will be taken on a poll.
Schneider Electric does not currently hold any Ordinary Shares and does not (and will not pursuant to the
Combination) hold any options over Ordinary Shares. On Completion, Schneider Electric will hold in
aggregate approximately 97.4 million Ordinary Shares, representing 60 per cent of the Enlarged Group on a
Fully Diluted Basis. This is expected to be equivalent to approximately 60 per cent of the Enlarged Share
Capital on an undiluted basis.
Following Completion, Schneider Electric will hold more than 50 per cent of the Company’s voting
share capital and may accordingly increase its interest in Ordinary Shares without incurring any
obligation under Rule 9 of the Takeover Code to make a general offer to other Shareholders to
purchase their Ordinary Shares. However, as described in paragraph 3.7 entitled “Relationship
Agreement” of Part XII (Directors, Proposed Directors and Corporate Governance) of this document, for
the duration of the Relationship Agreement, Schneider Electric has agreed to a general prohibition on it or
any of its concert parties acquiring any Ordinary Shares following Admission for a period of two years and
to further restrictions for a period of 18 months after the initial two year period, subject in each case to
exemptions specified in that paragraph 3.7 of Part XII (Directors, Proposed Directors and Corporate
Governance) of this document.
Resolution 3 – Authority to allot (Special Resolution)
Resolution 3 proposes that, subject to and conditional upon the passing of Resolutions 1, 2 and 4, the
Directors be authorised to allot shares on a non-pre-emptive basis up to an aggregate nominal amount of
£8,000,000, which the Directors will use to allot the Consideration Shares in connection with the Merger
Agreement. This authority represents 352 per cent of the total ordinary share capital in issue as at the Latest
Practicable Date. The Directors intend to exercise this authority on Completion. The authority will be in
addition to the existing authority which was passed at the Annual General Meeting.
Resolution 4 – Approval of the Return of Value and consequential amendments to the Articles (Special
Resolution)
Resolution 4 is required to permit the implementation of the Return of Value by way of an issue of B Shares
and proposes consequential amendments to the Articles and the approval and authorisation of certain steps
to be taken by the Company and the Directors for the purposes of implementing the Return of Value.
This special resolution is conditional on Admission occurring by 8.00 a.m. on 1 May 2018 (or such later date
or time as the Directors may determine). Paragraph (a) proposes that the Articles be altered by:
(i)

amending the current articles relating to: the ability to allow the Company to capitalise reserves to
permit the Directors to set the record date and to permit the Directors to make any variations due to
legal or practical difficulties in any territory and permitting ranking for dividends by reference to a
future event (in accordance with the terms of issue of the Consideration Shares); and
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(ii)

adding, after existing article 156, a new article 157 which is set out in full in Section B of Part XI (The
Return of Value) of this document and relates to the rights and restrictions to be attached to the
B Shares.

Paragraph (b) is conditional upon Admission and proposes to authorise the Directors to:
(i)

capitalise a sum not exceeding £650,000,000 standing to the credit of the Company’s merger reserve
and/or share premium account to pay up in full the B Shares; and

(ii)

allot and issue B Shares up to an aggregate nominal amount of £650,000,000, on the basis of one
B Share for each Ordinary Share held at the Record Time. The authority granted to the Directors will
expire at the close of business on 31 December 2018.

Resolutions 5 and 6 – Revised authority to allot (Ordinary Resolution) and disapplication of pre-emption
rights (Special Resolution)
The Directors believe that it will be necessary following the Combination to re-grant to the Directors
customary authorities to apply following Completion, similar to the existing shareholder authorities in place
since the Annual General Meeting, which reflect the Company’s new proposed share capital structure
following the Return of Value and the Combination. Resolution 5 proposes to give the Directors general
authority to allot shares in the Company. Resolution 6 proposes to empower the Directors to allot equity
securities under the authority conferred under Resolution 5 on a non-pre-emptive basis. Each of Resolutions
5 and 6 reflects the conditionality of the Combination and the Return of Value, and authorises the Company
to allot or disapply pre-emption (as the case may be) in relation to customary proportions of the Company’s
issued share capital.
Resolution 5 proposes to give the Directors general authority to allot shares in the capital of the Company to
replace similar existing authorities in place since the Annual General Meeting. Resolution 5 is conditional
on Admission occurring by 8.00 a.m. on 1 May 2018 (or such later time as the Directors may in their absolute
discretion determine).
Accordingly, Resolution 5 will be proposed as an ordinary resolution to grant new authorities to allot shares
and grant rights to subscribe for, or convert any security into, shares: (a) up to an aggregate nominal amount
of £1,895,999; and (b) in connection with a rights issue up to an aggregate nominal amount (reduced by
allotments under part (a) of the resolution) of £3,791,999.
These amounts represent approximately 33.3 per cent and approximately 66.7 per cent respectively of the
total issued ordinary share capital of the Company as at the Latest Practicable Date as increased by
the minimum number of Consideration Shares. If given, these authorities will expire at the conclusion of the
annual general meeting of the Company in 2018 or on 30 September 2018, whichever is the earlier.
The Directors have no present intention of issuing shares pursuant to this authority.
As at the Latest Practicable Date, the Company holds no treasury shares.
Resolution 6 is conditional on the passing of Resolution 5 and would give the Directors power to allot equity
securities or sell treasury shares for cash otherwise than to existing shareholders pro rata to their holdings
and would replace similar powers granted at the Annual General Meeting so as to reflect the Company’s
capital structure post the Combination. Accordingly, Resolution 6 will be proposed as a special resolution to
grant such a power. Apart from offers or invitations in proportion to the respective number of shares held,
the power will be limited to the allotment of equity securities and sales of treasury shares for cash up to an
aggregate nominal value of £284,399 (being 5 per cent of the Company’s issued ordinary share capital at the
Latest Practicable Date as increased by the minimum number of Consideration Shares). If given, this power
will expire at the conclusion of the annual general meeting of the Company in 2018 or on 30 September
2018, whichever is the earlier. The figure of 5 per cent reflects the Pre-Emption Group 2015 Statement of
Principles for the disapplication of pre-emption rights (the “Statement of Principles”). The Directors will
have due regard to the Statement of Principles in relation to any exercise of this power, in particular they do
not intend to allot shares for cash on a non-pre-emptive basis pursuant to this power in excess of an amount
equal to 7.5 per cent of the total issued ordinary share capital of the Company excluding treasury shares but
taking account of shares issued pursuant to the Combination in any rolling three-year period, without prior
consultation with shareholders.
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21.

Action to be taken in relation to the General Meeting

A Form of Proxy for use in relation to the General Meeting which covers the Resolutions to be proposed at
the General Meeting accompanies this document. As an alternative to completing and returning the
accompanying Form of Proxy, you may register the appointment of a proxy for the General Meeting by
accessing the website www.signalshares.com. If you hold Ordinary Shares in CREST, you may instead
appoint a proxy by completing and transmitting a CREST Proxy Instruction to the Company’s registrars,
Capita Asset Services. Guidance notes to assist you to complete the Form of Proxy or to register the
appointment of a proxy electronically or to complete and transmit a CREST Proxy Instruction are set out in
the notice convening the General Meeting at the end of this document.
Whether or not you intend to be present at the General Meeting, you are requested to complete and return
the accompanying Form of Proxy in accordance with the instructions printed thereon or to register the
appointment of a proxy electronically or, if you hold Ordinary Shares in CREST, to complete and transmit
a CREST Proxy Instruction. Completed Forms of Proxy should be returned to the Company’s registrars,
Capita Asset Services, PXS1, 34 Beckenham Road, Beckenham, Kent BR3 4ZF as soon as possible and, in
any event, so as to be received not later than 9.00 a.m. on 27 September 2017. The completion and return of
a Form of Proxy or the transmittal of an electronic proxy registration or CREST Proxy Instruction will not
prevent you from attending the General Meeting and voting in person if you so wish and are so entitled.
If you have any questions relating to this document and/or the completion and return of the Form of Proxy,
please contact Capita Asset Services on 0871 664 0300 and +44 371 664 0300 for overseas. The helpline is
available between the hours of 9.00 a.m. and 5.30 p.m. Monday to Friday (except UK public holidays). Calls
to 0871 664 0300 are charged at 12 pence per minute (excluding VAT) plus network extras. Service
providers’ costs may vary. Calls to +44 371 664 0300 from outside the UK are chargeable at applicable
international rates. Please note that calls to these numbers may be monitored or recorded and no advice on
the merits of the Combination or any other matter referred to in this document can be given.
22.

Further information

Your attention is drawn to the section entitled “Risk Factors” on pages 18 to 39 of this document and to
Part XIII (Additional Information) of this document. You should read all of the information contained in this
document before deciding the action to take in respect of the General Meeting.
The results of the votes cast at the General Meeting will be announced as soon as possible once known
through a Regulatory Information Service and on the Company’s website (http://www.aveva.com/). It is
expected that this will be on 29 September 2017.
23.

Recommendation

The Board, which has been so advised by Lazard as to the financial terms of the Combination,
considers the terms of the Combination to be fair and reasonable and in the best interests of the
Shareholders as a whole. In providing advice to the Board, Lazard has taken into account the
Directors’ commercial assessments.
Accordingly, the Board unanimously recommends Shareholders to vote in favour of the Combination
and the Resolutions (including the Rule 9 Waiver), as they intend to do in respect of their own
beneficial shareholdings.
As at the Latest Practicable Date, the Directors’ beneficial holdings amount to 28,560 Ordinary
Shares, representing approximately 0.04 per cent of the issued ordinary share capital of AVEVA.
Yours sincerely

Philip Aiken
Non-Executive Chairman
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PART II
DETAILS OF THE COMBINATION
1.

Introduction

On 5 September 2017, AVEVA announced that it had agreed with Schneider Electric the terms of the
proposed combination of the AVEVA Group and the Schneider Electric Software Business. The
Combination is to be implemented by:
•

the contribution of the Schneider Electric Software Business to the AVEVA Group on a debt-free
cash-free basis; and

•

a payment by the Schneider Electric Group to AVEVA of £550 million,

in consideration for the issue of the Consideration Shares to the relevant member of the Schneider Electric
Group, in order to create the Enlarged Group. The Long Stop Date is 1 May 2018.
Following Completion, Existing Shareholders and participants in the AVEVA Share Plans will own 40 per
cent (on a Fully Diluted Basis) of the Enlarged Group and Schneider Electric will own 60 per cent (on a Fully
Diluted Basis) of the Enlarged Group. Shareholders (other than the Schneider Electric Group) will also
become entitled to a cash payment of approximately 1,014 pence per Ordinary Share following Completion
by way of the proposed Return of Value, pursuant to which the £550 million cash from the Schneider Electric
Group and an additional £100 million from the AVEVA Group’s surplus cash will be distributed to
Shareholders (other than the Schneider Electric Group).
The terms of the ongoing relationship between the Enlarged Group and the Schneider Electric Group will be
governed by the Relationship Agreement.
A summary of the key terms of the Merger Agreement and related agreements is set out below.
2.

The Pre-Closing Reorganisation

The Schneider Electric Software Business comprises a part of the business of the Schneider Electric Group.
In order to be able to effect the combination of the Schneider Electric Software Business with the AVEVA
Group by means of the acquisition by the AVEVA Group of the entire issued share capital of Schneider
Electric Software Holdings Singapore Pte. Ltd., Schneider Electric Software LLC and Schneider Electric
Software Holdings Netherlands B.V. (together the “Schneider International Holding Companies”), the
Schneider Electric Group is in the process of completing the reorganisation of certain parts of its corporate
structure in order to combine the assets and businesses which comprise the Schneider Electric Software
Business and which are to be contributed to AVEVA, into a number of entities. These entities will be
combined beneath the Schneider International Holding Companies and separated from the assets, businesses
and entities which will form part of the remaining Schneider Electric Group following Completion. The PreClosing Reorganisation will be completed, or substantively complete, prior to Completion.
The Pre-Closing Reorganisation is to be effected by the Schneider Electric Group in accordance with the
terms of the Merger Agreement. The Merger Agreement contains provisions to ensure that any assets which
AVEVA has not agreed to acquire, but which remain in the entities directly or indirectly acquired by AVEVA
at Completion, can be transferred back to the Schneider Electric Group. Conversely, the assets which
AVEVA has agreed to acquire, but which remain outside the entities directly or indirectly acquired by
AVEVA at Completion, can be transferred to the Enlarged Group after Completion.
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3.

Merger Agreement

3.1

Combination with the Schneider Electric Software Business and issue of new Ordinary Shares

The Merger Agreement sets out the steps for implementation of the transaction whereby:
•

AVEVA will issue the Consideration Shares to the Schneider Electric Group; and

•

Schneider Electric will procure the transfer of the Schneider International Holding Companies to
AVEVA.

The purpose of AVEVA issuing shares in consideration of the payment of £550 million is to enable AVEVA
to mandatorily redeem the B shares referred to in Part XI (The Return of Value) of this document. However,
if the Company is not able to use the B Share Scheme then the issue of shares will proceed for the purpose
of distributing the cash payment by the other stated means. Schneider Electric has agreed that: (a) after
Completion, it will vote in favour of any resolutions that are required to be put to Shareholders in order to
implement the Return of Value and give consent for the purposes of any court sanction to the Return of Value
(provided that: (i) such resolution does not involve the issue of shares which would dilute the Schneider
Electric Group’s equity interest in AVEVA; and (ii) (except where relevant resolutions contemplate a preagreed form for the Return of Value) Schneider Electric, acting reasonably, believes that the proposed
mechanic to implement the Return of Value does not compromise the tax treatment of the Pre-Closing
Reorganisation which relates to Schneider Electric or its affiliates); and (b) before Completion it will, if
requested by AVEVA, agree to amend the provisions of the Merger Agreement relating to the payment of
£550 million so long as such amendment is not adverse to the Schneider Electric Group or compromise such
tax treatment.
3.2

Consideration

Under the terms of the Merger Agreement, Schneider Electric will make a cash payment of £550 million and
will contribute the Schneider Electric Software Business on a debt-free cash-free basis and with a normalised
level of working capital, and, upon Completion, the Company will allot and issue to the relevant member(s)
of the Schneider Electric Group the Consideration Shares, such that the Schneider Electric Group will own
60 per cent (on a Fully Diluted Basis) of the Enlarged Group immediately post Completion. The Merger
Agreement defines fully diluted share capital to include (i) the number of Ordinary Shares in issue on
Completion, including those to be issued to the Schneider Electric Group; plus (ii) the number of Ordinary
Shares that would be issued or transferred on the vesting or exercise of all rights to acquire (but excluding
awards granted in 2015 under the AVEVA Group Long Term Incentive Plan 2014) Ordinary Shares
outstanding at Completion under the AVEVA Share Plans assuming vesting or exercise of all outstanding
rights, increased as necessary to reflect: (a) any adjustment that has been or may be made to such rights in
respect of the Return of Value, to the extent not exercised and not on the register of members prior to or on
the Record Date; and (b) any adjustment that has been made to such rights, by way of a distribution
equivalent right or otherwise, in respect of a distribution on or after 7 July 2017 (excluding the Return of
Value), but: (A) ignoring the entitlement (and, in respect of any entitlement not exercised and not on the
register of members prior to or on the Record Date, any adjustment thereof for the Return of Value and/or
distributions) over Ordinary Shares agreed to be granted to any new Chief Executive Officer of AVEVA and
(B) less the number of Ordinary Shares held by, or by a nominee for, the trustee of the EBT at the date of
the Merger Agreement; plus (iii) the number of Ordinary Shares that would be issued or transferred on the
vesting or exercise of all rights to acquire cash outstanding at Completion based on the value of Ordinary
Shares outstanding at Completion under the AVEVA Group Long Term Incentive Plan and the AVEVA
Group Long Term Incentive Plan 2014 assuming vesting or exercise of all outstanding rights, increased as
necessary to reflect: (a) any adjustment that has been or may be made to such rights in respect of the Return
of Value; and (b) any adjustment that has been made to such rights, by way of a distribution equivalent right
or otherwise, in respect of a distribution on or after 7 July 2017 (excluding the Return of Value), if all such
rights were to be settled with Ordinary Shares rather than cash; plus (iv) the number of Ordinary Shares that
could be issued pursuant to any other right to Ordinary Shares existing at Completion ignoring those referred
to in (ii)(A) above but ignoring the awards granted in 2015 referred to in (ii) above, but excluding all such
rights (if any) that lapse or are surrendered as a result of or conditionally upon Completion (adjusted, for the

69

purposes of consistency to the extent increased under (ii) or (iii) above, to take account of the Return of
Value).
The Merger Agreement contains customary provisions to confirm the net debt and working capital positions
of the Schneider Electric Software Business as at Completion. Any adjustments required to achieve a debtfree cash-free position and a normalised level of working capital in the Schneider Electric Software Business
will be made in cash.
Based on the current share price of the Company, approximately 97.4 million Ordinary Shares will be issued
to the Schneider Electric Group pursuant to the Combination. The cash payment (described above) from
Schneider Electric will be distributed upon Completion (together with the Company’s net excess cash, as
described below) to Shareholders (excluding Schneider Electric and its subsidiaries).
3.3

Conditions

Completion is conditional upon satisfaction or, where capable of being waived, waiver of the following
conditions (together, the “Conditions”) prior to the Long Stop Date (or such later date as the parties may
agree):
(a)

satisfaction of requisite anti-trust approvals in Austria, Germany, Norway, Russia, Serbia, and South
Korea;

(b)

approval by Shareholders of Resolutions 1, 2, 3 and 4 at the General Meeting;

(c)

Admission becoming effective;

(d)

the Pre-Closing Reorganisation having been implemented in accordance with the Merger Agreement;
and

(e)

CFIUS approval in the United States.

In the event that the Conditions are not satisfied or, where capable of being waived, waived by the Long Stop
Date (or such later date as the parties may agree) or Resolutions 1, 2, 3 and 4 are not approved at the General
Meeting, either AVEVA or Schneider Electric may terminate the Merger Agreement.
If Resolutions 1, 2, 3 and 4 are approved at the General Meeting and each of the other Conditions is satisfied
or, where capable of being waived, waived prior to the Long Stop Date, the Company will be contractually
obliged to proceed to Completion unless the Merger Agreement is otherwise terminated in accordance with
its terms. Completion, which is subject to regulatory approval, is currently expected to be at or around the
end of 2017.
Once the Combination Resolutions have been passed at the General Meeting, (i) the Company will be
committed to proceed with this transaction, subject only to rights of termination and the other
conditions (as summarised in this Part II (Details of the Combination)) and (ii) if the rights of
termination apply and are invoked, the transaction will not proceed.
3.4

Warranties and indemnities

The Merger Agreement contains customary warranties given by AVEVA as to capacity and authority to enter
into and perform its obligations under the Merger Agreement, together with customary business warranties
for a transaction of this kind in respect of the AVEVA Group. However, those business warranties are for
information and termination purposes only and no claim for breach of warranty can be raised by Schneider
Electric.
The Merger Agreement contains warranties given by Schneider Electric as to, amongst other things, capacity
and authority to enter into and perform its obligations under the Merger Agreement, together with customary
business warranties for a transaction of this kind in respect of the Schneider Electric Software Business and
the Pre-Closing Reorganisation.
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Claims under the business warranties given by Schneider Electric are subject to certain limitations, including
a requirement that any individual claim must be greater than £30 million and the fact, matter or circumstance
to which the claim relates must have been reasonably likely, as at the date the warranty was given, to result
in a claim that would exceed such threshold.
In addition, the Merger Agreement contains indemnities given by Schneider Electric in respect of, amongst
other things, the Pre-Closing Reorganisation, any liabilities not relating to the Schneider Electric Software
Business; pre-Completion tax liabilities of the Schneider Electric Software Business not provided for in the
net debt or working capital positions as at Completion and information in this document relating to the
Schneider Electric Software Business.
3.5

Conduct of business prior to Completion

The Merger Agreement includes customary undertakings from Schneider Electric and the Company to run
the Schneider Electric Software Business and the business of the AVEVA Group, respectively, in the
ordinary course between the date of the Merger Agreement and Completion.
3.6

Termination of the Merger Agreement

The Merger Agreement shall terminate:
(a)

on notice from the Company to Schneider Electric or from Schneider Electric to the Company if the
Conditions have not been satisfied or, where capable of waiver, waived on, or before, the Long Stop
Date (or such other date as may be agreed by the parties); or

(b)

on notice from the Company to Schneider Electric or from Schneider Electric to the Company if the
General Meeting resolves not to approve Resolutions 1, 2, 3 and/or 4; or

(c)

on notice from the Company to Schneider Electric, if: (i) there is a breach prior to Completion of a
fundamental warranty; or (ii) a material breach prior to Completion of a business warranty or of the
conduct undertakings given by Schneider Electric under the Merger Agreement which triggers (or
could reasonably be expected to trigger) a material adverse change in respect of the Schneider Electric
Software Business; or

(d)

on notice from Schneider Electric to the Company, if: (i) there is a breach prior to Completion of a
fundamental warranty; or (ii) a material breach prior to Completion of a business warranty or the
conduct undertakings given by the Company under the Merger Agreement which triggers a material
adverse change in respect of the business of the AVEVA Group; or (iii) if the Resolutions are not
passed on the date for which the General Meeting has been convened in this document or, where the
General Meeting is adjourned, by the day falling 20 Business Days after the date for which the
General Meeting has been convened in this document (or such other date as Schneider Electric and
the Company may agree in writing); or (iv) if the AVEVA Board withdraws, amends, qualifies or
adversely modifies its recommendation to vote in favour of the Combination Resolutions at any time;
or (v) if the Board recommends a competing transaction; or (vi) if a takeover offer for the Company
becomes unconditional in all respects.

If Schneider Electric terminates the Merger Agreement: (i) because AVEVA recommends a competing
transaction or the AVEVA Board withdraws, qualifies or adversely modifies its recommendation to vote in
favour of Resolutions 1, 2, 3 and/or 4, other than in circumstances where that recommendation or change of
recommendation is in connection with any takeover offer or possible takeover offer by a third party and such
takeover offer subsequently becomes or is declared unconditional in all respects; (ii) following a breach by
AVEVA prior to Completion of a fundamental warranty; or (iii) following a material breach by AVEVA
prior to Completion of a business warranty or the conduct undertakings given by AVEVA under the Merger
Agreement which does or could reasonably be expected to give rise to a material adverse effect in respect of
the business, assets or financial condition of the AVEVA Group, AVEVA has agreed to pay a break fee equal
to 1 per cent of AVEVA’s market capitalisation on the date of the Merger Agreement to Schneider Electric.
If Schneider Electric terminates the agreement in circumstances where the break fee would be payable and
there is an offer period open in respect of a takeover offer or possible takeover offer for AVEVA, the break
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fee is not payable unless and until that takeover offer or possible takeover offer lapses or is withdrawn. There
are no circumstances in which a third party making a takeover offer or possible takeover offer for AVEVA
would be required to pay any part of that break fee to Schneider Electric, whether directly or indirectly.
If AVEVA terminates the Merger Agreement: (i) following a breach by Schneider Electric prior to
Completion of a fundamental warranty; or (ii) following a material breach by Schneider Electric prior to
Completion of a business warranty or the conduct undertakings given by Schneider Electric under the
Merger Agreement which does or could reasonably be expected to give rise to a material adverse effect in
respect of the business, assets or financial condition of the Schneider Electric Software Business, Schneider
Electric has agreed to pay a break fee equal to 1 per cent of AVEVA’s market capitalisation on the date of
the Merger Agreement to AVEVA.
3.7

Post-Completion matters

The Merger Agreement also contains customary wrong pocket provisions to cover any assets or liabilities
used by the Schneider Electric Software Business prior to Completion and not transferred either under the
Pre-Closing Reorganisation or transferred to the Company as at Completion.
3.8

Costs

The AVEVA Group and the Schneider Electric Group have each agreed to pay the costs and expenses
incurred by them in connection with the preparation, negotiation, entering into and completion of the Merger
Agreement and any other agreements in respect of the Combination. Schneider Electric has agreed to pay
the costs and expenses of the Pre-Closing Reorganisation.
3.9

Governing law

The Merger Agreement is governed by the laws of England and Wales. The parties have agreed that any
disputes arising out of the Merger Agreement shall be resolved through arbitration.
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PART III
INFORMATION ON THE AVEVA GROUP
1.

Business overview

AVEVA Group plc, which is headquartered in Cambridge, UK, is the parent company of the AVEVA Group
and operates in over 50 locations, employing staff in over 30 countries around the world. 91.4 per cent of
revenue is derived from selling software tools and related services for detailed engineering design, and the
balance of the revenue is generated through the sale of information management software solutions. For the
majority of its products and solutions the AVEVA Group operates via a direct selling model throughout the
world, although in some instances the AVEVA Group sells indirectly through third-party distributors for
specific products or regions.
In January 2013, the AVEVA Group made its most advanced design platform, AVEVA Everything 3D™,
commercially available for the first time. This next generation solution is considered to be highly
differentiated both competitively and in comparison with AVEVA PDMS™, AVEVA’s established 3D™
design solution. The seamless integration of laser-scan data, an embedded 2D drafting tool and advanced
navigation and user interface, is gaining traction with customers and carries a higher price point than its
predecessor, AVEVA PDMS™. AVEVA Everything 3D™ enables the delivery of design data over mobile
networks.
The AVEVA Group introduced “More than 3D”, which is a sales campaign designed to encourage customers
to adopt a broader set of AVEVA solutions over time and address markets other than 3D Design, including
Engineering Information Management, Enterprise Resource Management, Schematics (2D), Laser Scanning
and Steel Fabrication. The More than 3D campaign offers strong cross selling opportunity and significant
market growth opportunities.
The AVEVA Group launched its first public Cloud offering as Software as a Service (SaaS) in October 2016
at its global user conference “AVEVA World Summit”. Asset Visualisation on AVEVA Connect™ is the
AVEVA Group’s information management software solution targeting Owner Operators.
AVEVA – strong established business model and recurring revenue base
The AVEVA Group’s engineering design software tools have been installed and used by customers over
many years, and have the following key attributes:
•

Strong recurring revenue base;

•

Large installed base;

•

Leading market position;

•

High switching costs; and

•

Tight data integration.

Licensing model and recurring fees
The licensing model features obligatory annual fees, tied to the sale of initial licences, which has built up
over time into a strong recurring revenue base, representing 33.3 per cent of total revenue in the financial
year ended 31 March 2017. In 2002, the AVEVA Group introduced a rental licence model which has proved
to be popular with customers. In the most recent financial year, rental licence income contributed
43.6 per cent of total revenue for the AVEVA Group. Taken together, annual fees and rental licences have
proven to be a predictable and resilient revenue base and considered to be generally recurring in nature.
At the core of the AVEVA Group’s business is the intellectual property generated in its software products.
The AVEVA Group sells its proprietary software products by licensing rights to use the software directly to
customers through its network of global sales offices. This strategy provides customers with local sales and
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support and helps the AVEVA Group to work closely with leading companies principally in the oil and gas,
power and marine markets.
The AVEVA Group operates a ‘right-to-use’ licensing model for its software. Typically, customers license
the AVEVA Group’s software for a specified number of users by paying an initial licence fee followed by
an obligatory annual fee or by paying a rental fee over a fixed period of time. In both cases, the customer
has to continue to pay a fee in order to use the software.
The amount of service required to deploy the AVEVA Group’s software varies depending on the type of
solution. Typically the AVEVA Group’s services consist of consulting, implementation and customisation,
which are provided either on a fixed contract or on a time and material basis.
As a result of the fact that the AVEVA Group’s revenue is principally derived from the sale of software
licences, the AVEVA Group’s business has historically been characterised by a high gross margin,
consistently above 90 per cent over the past five years, and a high adjusted operating margin, typically above
20 per cent during the same period. This high level of profitability has delivered strong cash flows and
enabled the AVEVA Group to reinvest significantly in its products through its research and development
operations. Over the past ten years the AVEVA Group has invested nearly £300 million in research and
development.
Large installed base and leading market position
The AVEVA Group’s customers are building and operating highly complex assets some of which cost
billions of dollars that require many skilled professionals across a broad range of disciplines and specialities.
Managing this environment is complex and changing market conditions increase the challenge. The AVEVA
Group’s software solutions help its customers to meet these challenges giving them the engineering, design
and information management software tools they need to create a more agile business. At the core of this lies
the AVEVA Group’s concept of the Digital Asset.
The AVEVA Group has built a leading position in the process, plant and marine industries over many years.
The AVEVA Group’s customers include many of the world’s largest energy and chemical companies.
By partnering with the AVEVA Group, customers can create a trusted source of information that is
accessible throughout the entire life cycle of an asset; from front-end design until decommissioning. This
strategy means that EPCs and shipbuilders can achieve greater project predictability and owner-operators can
improve productivity, safety and reliability.
High switching costs and tight data integration
The AVEVA Group’s design solutions utilise a proprietary database technology called Dabacon. This objectoriented, information-centric database creates a tight integration between the AVEVA Group’s software
applications, enabling them to share data seamlessly without the need for any additional middleware. The
Dabacon database is therefore not reliant on any third-party software and is highly-customisable.
Using the AVEVA Group’s programming tools, customers are able to build their own customisations around
the AVEVA design solutions, enabling them to automate routines, spread best-practice within their design
organisations and achieve greater efficiency as they embed their expertise and know-how for greater
competitive advantage. In many instances this investment in customisation, along with low levels of
compatibility between 3D CAD vendors due to the complexity of solutions, leads to generally high switching
costs in addition to productivity advantages, which has contributed to the strong and highly resilient
customer installed base over many years.
The AVEVA Group’s global sales organisation is focused on selling the full product and solution portfolio
to all EPC, shipbuilder and owner-operator customers. To support this, the AVEVA Group operates a
Solutions and Technology organisation in order to provide a unified approach to the development and
integration of all the AVEVA Group’s software solutions. There is a Global Services team which is a single
service team providing a full range of consulting and implementation services to AVEVA customers
worldwide.
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2.

Strategy

Customer demand for greater technology innovation combined with constantly changing global market
conditions have shaped the AVEVA Group’s strategy over the last five decades. The AVEVA Group’s
software solutions are used by EPC and Shipbuilding companies as a means of achieving a competitive
advantage, enabling them to deliver major capital projects in shorter timeframes and at lower cost, and by
owner-operators to help manage the performance of their assets. The AVEVA Group’s customer base
includes many of the world’s largest EPCs, shipbuilders and owner-operators. Its broad product portfolio of
integrated software applications enables it to execute its strategy to enable customers to design and operate
their assets with the greatest efficiency. AVEVA is a highly profitable company and its strategy balances the
need to maintain its investment in growth and opportunity alongside its strong financial operating discipline.
Key elements of the AVEVA Group’s strategy include:
•

More than 3D. The AVEVA Group’s core sales are in the area of 3D Plant and marine design. There
is a major market opportunity for the AVEVA Group in leveraging its customer base by selling
additional engineering software tools outside of its core 3D design platforms. AVEVA aims to grow
sales of other design tools such as AVEVA Electrical, AVEVA Instrumentation, AVEVA Engineering
and information management software tools such as AVEVA NET to address the whole life cycle of
industrial assets. The AVEVA Group’s long-term strategy to promote growth in More than 3D is to
unify its solutions on a single digital asset platform and enable this platform in Cloud, to allow
customers to work on a global scale and to work collaboratively with the entire supply chain.

•

Build a greater presence among owner operators. The AVEVA Group’s technology and global sales
network is well positioned to help owner-operators meet their safety, production and plant availability
targets. With asset life cycles greater than 25 years and an addressable market greater than the design
market, the plant operations domain represents a major opportunity for AVEVA’s Digital Asset
solutions.
The AVEVA Group’s strategy is to continue to develop its information management software
solutions based on its customer’s needs for reliable, available and known maturity of information.
Using knowledge gained through integrated engineering and design, AVEVA believes it will be able
to provide a cost-effective platform for brownfield and large capex projects.

•

Key growth markets. The AVEVA Group continues to shift its investment to high growth markets
including North America, the Middle East, India and China. The focus is on building a reputation
within key downstream regions such as the Middle East, Asia, India and North America. AVEVA aims
to continue to expand its reach within key growth markets in order to continue to drive the highest
levels of customer support. AVEVA also aims to strengthen its partner ecosystem to build new
channels, continually strengthening its global brand and localised messaging.

•

Diversification of end markets. AVEVA aims to grow its market share in industries beyond its core
oil and gas and marine markets, with a particular focus, in the short term, on the power market, by
applying the strength of its core technology and knowledge in these markets. AVEVA also has the
opportunity to continue to grow its presence in complementary adjacent markets such as the steel
fabrication and AEC sectors, which share a similar need to the energy markets for solutions that
address the challenges of executing complex capital intensive projects.

•

SaaS and the Cloud. Cloud delivery is typically associated with recurring subscription revenue.
Recurring subscription revenue already makes up a high proportion of the AVEVA Group’s revenue,
so the change in delivery mechanism to Cloud should have little effect on the business model of the
Group. AVEVA aims to be technologically ready to offer its products on a SaaS model in response to
customer demand and to unify its applications onto a common Cloud platform to enhance ease of
customer adoption and address a wider customer base. In the long-term, SaaS and the Cloud are
expected to enable the AVEVA Group to address a wider customer base and offer more to its existing
customers.
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3.

Acquisitions

The AVEVA Group has a successful track record of executing and integrating selected strategic acquisitions.
The AVEVA Group’s acquisitions, in addition to delivering shareholder value through cash generation, have
supplemented the AVEVA Group’s organic growth strategy by broadening the AVEVA Group’s technology
proposition and extending the addressable market and customer base, whilst also expanding the geographic
reach of the business.
Since its admission to listing on the Official List, the AVEVA Group has made the following acquisitions:
•

12 November 1998: the acquisition of the CADCentre business in Japan conducted by its distributor
Kyokuto Boeki Kaisha, which allowed the AVEVA Group to take full control of its sales and support
operations in Japan.

•

30 March 1999: the acquisition of the PASCE 3D design software and customer base of AEA
Technology from a subsidiary of AEA Technology plc. This acquisition increased the AVEVA
Group’s customer base and broadened its product portfolio.

•

13 September 1999: the acquisition of the SCOPE (renamed FOCUS) project management suite from
Kvaerner AS.

•

2 December 1999: the acquisition of VANTAGE plant data management system for large engineering
projects from Kvaerner AS, which contributed to the AVEVA Group’s ability to move into strategic
services related to the engineering activities with major process plant builders and operators.

•

7 September 2000: the acquisition of the software rights to the Open Plant Environment technology,
which is an important element of the AVEVA NET™ solution.

•

19 May 2004: the acquisition of Tribon Solutions AB, a global provider of design software and
services to the marine industry, from Access Equity Partners, which supplemented AVEVA’s domain
expertise, technology and customer base and enhanced the AVEVA Group’s global presence,
particularly in Asia Pacific.

•

31 March 2005: the acquisition of Reality Wave Inc., a software development company based in
Boston, Massachusetts, USA, from Brook Venture Partners. This acquisition secured technology
critical to the AVEVA Group’s AVEVA NET™ solution.

•

2 October 2006: the acquisition of a source code licence for certain software from Spescom Software
Inc.

•

30 March 2009: the acquisition of iDesignOffice Pty Ltd, a technology company based in Melbourne,
Australia. This acquisition brought best-in-class instrumentation engineering technology to the
AVEVA Group’s portfolio.

•

30 June 2010: the acquisition of Logimatic Software A/S from Logimatic Holdings AS and certain
shareholders, which extended AVEVA’s logistics and materials management offering in the plant and
marine industries.

•

30 June 2010: the acquisition of all assets relating to the oil and gas business of ADB Systemer AS.
This acquisition expanded the AVEVA NET™ enterprise solution and brought Operations Integrity
Management to owner-operators in the oil and gas industry.

•

7 October 2011: the acquisition of Z+F UK Limited, a UK company which produces develops and
markets leading laser scanning software for the capture and management of laser scan data. This
acquisition enhanced AVEVA’s design automation solutions and helped the AVEVA Group to secure
an industry leading software technology that expanded its offering in the 3D data capture market,
while remaining fully independent from laser scanner hardware vendors. As a result of the acquisition,
AVEVA established a new global 3D data capture Centre of Excellence in Manchester, UK.
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•

23 May 2012: the acquisition of the Bocad group of companies, including all intellectual property
rights, employees, contracts and assets, from the founders of the Bocad group. This acquisition
strengthened AVEVA’s 3D structural detailing capabilities and added a steel fabrication capability.

•

17 December 2012: the acquisition of all assets relating to the advanced visualisation and simulation
software of Global Majic Software, Inc., complementing AVEVA’s existing visualisation technology
by providing an immersive environment that enables virtual access to plant facilities for the purposes
of inspection, training and maintenance review, minimising the need to expose staff to on-site hazards.

•

5 January 2015: the acquisition of 8over8 Limited, which provided the software platform for AVEVA
to address the current global need for contract risk management in complex projects.

•

22 June 2015: the acquisition of FabTrol Systems, Inc. from the Dowco Group of Companies. The
FabTrol software expanded the AVEVA Group’s fabrication portfolio and provided integration across
the steel fabrication value chain.

In each case, the AVEVA Group’s management team has successfully integrated the new business into the
AVEVA Group’s then existing operations and executed a programme of targeted cost cutting and/or
restructuring in order to improve operational efficiencies and group profitability.
4.

Research and development, patents and licences

The AVEVA Group has a significant research and development function aimed at developing existing
products as well as developing new ones. The AVEVA Group has millions of lines of proprietary code
utilised in its software products. The AVEVA Group seeks to protect these intangible assets principally
through copyright but has recently been granted two patents and has one patent application pending. In
addition, the AVEVA Group registers trademarks for those of its products and trade names which it views
to be material to its business operations. The AVEVA Group has at times utilised third party code in its
products when it is not practical to develop the code internally or where it is more cost effective to licence
in. There is a specific programme for the assessment of all third party code and the related licence
agreements are reviewed by AVEVA to ensure compliance. AVEVA has a mature process for validating the
integrity of the codebase in businesses that it acquires including checks for third-party intellectual property.
Over the three year period to 31 March 2017, the AVEVA Group invested a cumulative total of £96.7 million
in research and development, representing 15.4 per cent of revenue. The AVEVA Group’s development
efforts are focussed on extending the competitiveness of its existing products, developing its Cloud platform,
enhancing its More than 3D product suite and developing new technologies to support growth in the longer
term. The Chief Technology Officer and Directors intend to continue investing in research and development
to remain at the leading edge of technology.
5.

Export Licensing

Due to the nature of AVEVA’s operations, its products and technology are subject to the US export licensing
jurisdiction of the US Department of State, Directorate of Defense Trade Controls, under the International
Traffic in Arms Regulations (“ITAR”) and the US Department of Commerce, Bureau of Industry and
Security, under the Export Administrative Regulations, and as such, many require licences and permits,
including, without limitation: (a) export licences and related authorisations; and (b) ITAR notifications.
As a supplier to certain US defence contractors, AVEVA further complies with the relevant requirements
applicable to its business with US government contractors, including regulations relating to US government
contracting and US government security.
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6.

Property, plant and equipment

Historically, AVEVA, like many other comparable software companies, has had minimal capital expenditure
requirements and does not own any material properties. It leases office facilities in several locations under
operating leases.
For the three years under review, capital expenditure for property, plant and equipment was £2.4 million in
the financial year ended 31 March 2017, £2.1 million for the financial year ended 31 March 2016 and
£2.6 million for the financial year ended 31 March 2015. These expenditures have primarily been for the
improvements to long leasehold buildings, purchase of computer equipment, fixtures and fittings and office
equipment and motor vehicles.
7.

Employees

7.1

The number of persons employed by the AVEVA Group as at 31 March 2017, 31 March 2016 and
31 March 2015 is set out below:
Number of employees
––––––––––––––––––––––––––––––––––––––––
As at
As at
As at
31 March 2017 31 March 2016 31 March 2015
––––––––––––– ––––––––––––– –––––––––––––
1,707
1,706
1,623
1,690
1,689
1,602

Total number of employees (Headcount)
Total number of employees (FTE)
7.2

As at the Latest Practicable Date, the AVEVA Group employed 1,749 persons (1,735 on a FTE
basis) (including the Executive Directors).

7.3

A breakdown of AVEVA employees (on a FTE basis) by geographical location as at the Latest
Practicable Date is as follows:
Region
———————————————————————
Americas
Asia-Pacific
EMEA
Total

7.4

Headcount
—————
138
789
822
––––––––
1,749

––––––––

FTE
————
138
788
809
––––––––
1,735

––––––––

A breakdown of AVEVA employees by activity (on a FTE basis) as at the Latest Practicable Date is
as follows:
Function and Primary function
———————————————————————
Administration
Research, development and product support
Sales, marketing and customer support
Total

Headcount
—————
291
710
748
––––––––
1,749

––––––––
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FTE
————
287
704
744
––––––––
1,735

––––––––

PART IV
INFORMATION ON THE SCHNEIDER ELECTRIC
SOFTWARE BUSINESS
1.

Business overview

The Schneider Electric Software Business is a leading developer and supplier of industrial software with
strong positions in visualisation and supervisory control, planning and scheduling, process engineering and
simulation, operations execution and optimisation and asset performance management. Its portfolio provides
comprehensive coverage of business processes across the customer value chain, providing software products
and services that enable customers to maximise the value of their manufacturing operations and supply
chains across a broad range of capital intensive industries. The Schneider Electric Software Business
solutions span the complete asset design and lifecycle value chain, with the ability to unify disparate
technology systems, industrial assets and work processes to deliver comprehensive, sustainable and
extensible solutions for its customers. From mining companies and chemical manufacturers to oil refineries
and power stations, the Schneider Electric Software Business’ products help its customers to design, plan,
operate and maintain their production processes in order to maximise efficiency and profitability, while
enhancing reliability, safety and sustainability.
The Schneider Electric Software Business is able to cover the entire customer value chain through its
offerings in the following portfolio areas:
•

Process Engineering and Simulation, which involves the design and simulation of continuous process
operations;

•

Planning and Scheduling, which involves commodity trading and procurement and unified planning
and scheduling with a current focus on refining and mining operations;

•

Operations Execution and Optimisation, which involves monitoring and performance management of
batch and hybrid operations, and the optimisation of continuous process operations;

•

Asset Performance Management, which involves the management and analysis of operational
information, reliable maintenance of capital assets and mobile workforce management; and

•

Operations Control, which involves supervisory control and visualisation of production operations.

The Schneider Electric Software Business has a global footprint, with operations in North America, Europe,
the Middle East, Asia Pacific and Latin America and approximately 2,700 employees worldwide (including
approximately 158 temporary employees and contractors). It has 8 global research and development centres
and 25 project execution centres. This extensive market reach is further expanded through a network of key
partnerships and alliances, including over 160 product technology partners, 5,200 certified developers and
over 4,000 systems integration partners, all of which enhance execution capabilities in key vertical markets,
such as oil and gas, food and beverage, life sciences, infrastructure and water and wastewater.
The Schneider Electric Software Business’ customer base includes many of the world’s leading mining,
pharmaceutical, petroleum, food and beverage and chemical companies.
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For the year ended 31 March 2017, the Schneider Electric Software Business had revenue of
US$565.9 million and EBITA adjusted of US$116.4 million. The table below provides the contribution to
revenue from each of the Schneider Electric Software Business’ main geographies over the last fiscal year:
Year ended
31 March 2017
———————
(US$ million)

Revenue by Geography
——————————
North America
Europe, Middle East and Africa
Asia Pacific
Latin America
Rest of World

279.9
148.0
91.0
27.8
19.1
––––––––
565.9
––––––––

Total revenues
Revenue by Industry

Oil and gas and chemicals accounted for approximately 47 per cent of the Schneider Electric Software
Business’ revenue for the year ended 31 March 2017, with a focus on midstream and downstream. The
balance was split by industry as follows: Food and Beverage and Pharmaceuticals: 16%; Engineering: 10%;
Utilities and Water and Wastewater: 7%; Mining: 6%; Infrastructure: 5%; and Other: 9%.
2.

Strategy

The Schneider Electric Software Business’ growth strategy is to drive increased revenue through continuing
to improve portfolio functionality, service capability and market positioning. The Schneider Electric
Software Business’ growth strategy is based on the following key levers:
•

The development of next generation technology programmes which will continue to increase the
differentiation of the Schneider Electric Software Business’ portfolio in its target markets, as
compared to its competitors.

•

Enhancement of its service and support offerings which will drive growth by offering a more complete
solution delivery value proposition to its customers, in addition to its product offerings.

•

The continued development of industry specific solutions to increase the relevance of the Schneider
Electric Software Business’ technology offerings to each industry it serves, thereby enhancing the
Schneider Electric Software Business’ position within each market.

•

Enhancement of the Schneider Electric Software Business’ go-to-market capabilities, through the
improvement of its sales capacity and coverage, both in direct sales and through its partner channels,
as well as enhanced marketing campaigns and brand promotion. The Schneider Electric Software
Business also plans to strengthen its existing customer relationships and strategic account
management.

•

Continued exploration of technology-based bolt-on acquisitions and market access acquisitions and
partnerships in order to enhance the Schneider Electric Software Business’ portfolio offerings and
further drive growth.

In order to improve profitability, the Schneider Electric Software Business aims to enhance licence revenue,
drive higher project services margins and leverage opportunities for establishing offshore research and
development teams and facilities in order to reduce costs. The Schneider Electric Software Business’
profitability strategy is based on the following key levers:
•

The expansion of the Schneider Electric Software Business’ licensing footprint with its existing
customer base.

•

The improvement in gross margin of its project implementation business through the standardisation
of its delivery processes and offshore leveraging.
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•

The enhancement of research and development productivity through the optimisation of costs through
the usage of offshore research and development centres and emphasis on driving research and
development efficiency through lean-agile processes.

3.

Acquisitions

The Schneider Electric Software Business is comprised of the historical software operations of Schneider
Electric and the software operations of the Invensys plc, following the acquisition of Invensys plc by
Schneider Electric in January 2014 and the oil and gas business and pipeline management solutions, of
Telvent, a company Schneider Electric acquired in 2011. Schneider Electric has had a successful track record
of executing and integrating selected strategic acquisitions in the software business. As a result of the
amalgamation of technologies provided by these acquisitions along with organic growth, the Schneider
Electric Software Business now benefits from a broad portfolio of products and services for clients in an
array of industries and geographies. Over the past six years, Schneider Electric has acquired the following
companies whose operations (save as described below) have been merged into the Schneider Electric
Software Business:
•

the oil and gas pipeline management solutions division of Telvent, a company that Schneider Electric
acquired in 2011. The oil and gas business and pipeline management solutions have been combined
with the Schneider Electric Software Business;

•

7Technologies A.S., a water industry solutions provider, acquired in 2011;

•

Invensys plc, acquired in January 2014 following which its wide range of software products sold
under the Wonderware, SimSci and Avantis brands, were combined with the Schneider Electric
Software Business;

•

InStep, a provider of enterprise historian and analytics software, acquired in 2014;

•

MaxEAM, a software company providing complementary applications for asset management
software, acquired in October 2016; and

•

MWPowerlab s.r.l., an Italian software company acquired in January 2017 specialising in virtual
reality and augmented reality technology solutions.

4.

Organisational structure

4.1

Introduction
The Schneider Electric Software Business organises its operations in a matrix along its major portfolio
areas on one dimension and its primary business functions on the other dimension. The portfolio areas
include: Process Engineering and Simulation; Planning and Scheduling; Operations Execution and
Optimisation; Asset Performance Management; and Operations Control. Each portfolio area is
responsible for various functions, including, defining the strategy and roadmap for its products,
specifying go-to-market requirements and developing the sales channel capabilities (direct and
indirect) and system integrator ecosystem capabilities. In addition, each portfolio area seeks the
appropriate amount of funding for activities such as research and development, sales, marketing and
global practice development in order to meet its strategic objectives.
The Schneider Electric Software Business’ revenue by portfolio area in respect of the 2017 financial
year was split as follows: Operations Control: 50%; Process Engineering and Simulation: 16%;
Operations Execution and Optimisation; 14%; Asset Performance Management: 14%; Planning and
Scheduling: 3%; and Other revenue: 3%.
The Schneider Electric Software Business’ global functions such as sales operations, global account
management and centralised customer support allows the Schneider Electric Software Business to
leverage common resources and infrastructure and create operational efficiency.
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From a management perspective, the portfolio areas are grouped into lines of business. The LOBs
reflect the grouping of the Schneider Electric Software Business’ business as at the Latest Practicable
Date. The Schneider Electric Software Business continually evaluates the grouping of its portfolio
areas and may revise its LOBs in the future.
The table below sets out the Schneider Electric Software Business’ LOBs and their accompanying
portfolio areas, as well as the main products provided and the primary industries served:
Primary industries
served
––––––––––––––––
• Upstream oil and
gas, refining
• Chemicals and
petrochemicals
• Power
• Mining and
minerals

Line of business served
––––––––––––––––––––
LOB1
Design simulation and
optimisation

Portfolio areas
––––––––––––––––––
• Process Engineering
and Simulation
• Process
Optimisation

Main products
––––––––––––––––––
• SimSci: Process
Engineering Suite,
DYNSIM, EYESIM
• SimSci: APC,
ROMeo, Offsites

LOB2
Trading, planning and
scheduling

• Planning and
Scheduling

• SimSci: CrudeSuite,
Planning and
Scheduling

• Refining
• Mining

LOB3
Operations and asset
management

• Operations
Execution
• Asset Performance
Management

• Wonderware: MES
Suite, Workflow,
Historian,
SmartGlance,
Intelligence, eDNA,
Online
• IntelaTrac
• Ampla
• Acquis
• Avantis: EAM,
Condition Manager,
PRiSM

• Food and
beverage
• Pharmaceuticals
• Refining
• Chemicals
• Power
• Mining and
minerals
• Infrastructure
• Water and
wastewater

LOB4
HMI and supervisory

• Operations Control

• Wonderware:
InTouch, System
Platform, Indusoft,
Citect,
ClearSCADA
• Prometheus

• All
manufacturing
• Power
• Infrastructure
• Water and
wastewater

LOB5
Industry Solutions

• Cross-portfolio
industry solutions

• Aquis, Termis
• Industry Solutions

• Refining
• Food and
beverage
• Mining
• Water and
wastewater
• Power

LOB6
Enterprise pipeline
management solutions

• Operations Control
• Process Engineering
and Simulation

•
•
•
•

• Oil and gas
midstream
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OASys SCADA
Liquids Suite
Gas Suite
SimSuite

4.2

Portfolio areas

4.2.1 Process Engineering and Simulation
The Schneider Electric Software Business’ Process Engineering and Simulation portfolio
technologies allow its customers to design and simulate continuous process operations. By providing
these capabilities, the Process Engineering and Simulation technologies assist customers in
commissioning capital projects faster and at lower cost to drive capital engineering efficiency. The
Schneider Electric Software Business’ offering includes process design and simulation and training
tools based on sophisticated models that assist customers in modelling and simulating their process
operations as part of the capital project engineering phase, and in ongoing analysis of performance
during the operational phase. The Schneider Electric Software Business’ Process Engineering and
Simulation products also enable customers to retain and enhance engineering and operating skill
through operator training simulators.
The Schneider Electric Software Business’ products relating to Process Engineering and Simulation
include a number of products sold or licensed under the SimSci brand (including Process Engineering
Suite, DYNSIM, EYESIM), which in this portfolio area are used for process modelling, steady state
and dynamic simulations and hi-fidelity training simulations.
The Process Engineering and Simulation portfolio area primarily serves the refining, upstream oil and
gas, midstream oil and gas, chemical and petrochemical, power, mining and minerals industries.
Specific to the midstream oil and gas market, this portfolio area also includes the Liquids Suite, Gas
Suite and SimSuite products which assist with optimising pipeline operations based on demand and
supply, and train pipeline operators to support operations using sophisticated simulation models and
tools.
4.2.2 Planning and Scheduling
The Schneider Electric Software Business’ Planning and Scheduling portfolio technologies assist
customers in strategic and operational planning and scheduling, primarily focused in refining and
mining industries. These products enable customers to understand the impact of varying market
demand and pricing scenarios to identify new opportunities and minimise business risk. Among other
things, these products allow customers to optimise supply and distribution network planning between
markets and plants and to optimise the refinery supply chains. All activities, spanning feedstock data
management, trading, plant and network planning, scheduling and process unit monitoring, are
supported within a single application. These technologies can also help customers to reduce their
feedstock purchase costs by improving the understanding and accuracy of crude assay data.
The Schneider Electric Software Business’ products relating to Planning and Scheduling include
SimSci Spiral Suite, which is used for crude knowledge management, refinery planning and
scheduling and mine planning and operations.
4.2.3 Operations Execution and Optimisation
The Schneider Electric Software Business’ Operations Execution and Optimisation portfolio
technologies allow its customers to monitor and manage the performance of batch and hybrid
operations and optimise continuous process operations. In regulated industries, these technologies
allow clients to ensure quality, traceability and compliance with regulatory requirements. They also
contribute to standardising operating procedures across global operations to achieve efficiencies and
expand the use of best practices. For operations in continuous processes, these technologies provide
model-based advanced control and optimisation to ensure the optimal operation of process units to
achieve operational targets.
The Schneider Electric Software Business’ products relating to Operations Execution include
Wonderware MES Suite and Workflow and Ampla MES, which in this portfolio area are used
primarily for batch and discrete operations execution, performance monitoring and management, and
quality management. The Operations Execution and Optimisation portfolio area primarily serves the
food and beverage, pharmaceuticals and mining and minerals industries.
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The Schneider Electric Software Business’ offering in Process Optimisation comprises tools based on
sophisticated models that assist customers in maximising the profitability of their operating assets
while maintaining compliance with their operational, health and safety, and regulatory requirements.
These include SimSci APC for advanced control, SimSci ROMeo for real time optimisation, and
refinery offsites. This portfolio primarily addresses the optimisation of unit operations in continuous
processes such as refining, petrochemicals and mineral processing.
4.2.4 Asset Performance Management
The Schneider Electric Software Business’ Asset Performance Management portfolio technologies
allow its customers to conduct maintenance of their capital assets with a focus on enhancing reliability
of such assets. The aim is to enable customers to maximise the availability and reliability of their
operating assets, including distributed operating assets. These technologies are also focused on
managing the activities of maintenance engineers while ensuring safety and efficiency. The
technologies in this portfolio area also assist customers in managing and analysing real-time
production information. These technologies can be integrated with a customer’s enterprise systems
and can assist customers in aggregating and abstracting large amounts of real-time information
available over networks of operating assets. They can help to ensure the availability of information
across the networks, as well as provide analytics and decision support systems for management.
The Schneider Electric Software Business’ products relating to Asset Performance Management
include a number of products sold or licensed under the Avantis brand (including Avantis.PRO,
Condition Manager, PRiSM) and IntelaTrac, which in this portfolio area are primarily used for
enterprise asset management, asset condition management and mobile workforce management. The
products relating to real-time information management in this portfolio area include products sold
under the Wonderware brand (including Historian, SmartGlance and Intelligence and eDNA).
The Asset Performance Management portfolio area primarily serves the process and hybrid
manufacturing sectors and the power, infrastructure and water and wastewater industries.
4.2.5 Operations Control
The Schneider Electric Software Business’ Operations Control portfolio technologies provide market
leading tools for the supervisory control and real-time visualisation of a customer’s automated
operations. These tools enable customers to monitor and control their operating assets in order to
enhance performance, productivity, agility and responsiveness, thereby improving a customer’s
profitability, service and quality. The tools empower the customer’s Engineering, Operations and IT
functions in the rapid creation of standardised, reusable, visualisation, supervisory control and data
acquisition applications to interact with industrial equipment and processes.
The Schneider Electric Software Business’ products relating to Operations Control include products
sold or licensed under the Wonderware brand (including InTouch, System Platform and Indusoft),
Citect and ClearSCADA, which in this portfolio area are primarily used for control layer integration,
supervisory control and visualisation.
The Operations Control portfolio area primarily serves discrete batch and hybrid process companies
within the manufacturing, food and beverage, power, infrastructure, water and wastewater and
upstream/midstream oil and gas industries. Applications range from a single operator station
interacting with a few industrial devices and automated processes to a central control room overseeing
several hundred industrial devices and automated processes.
Specific to the midstream oil and gas market, this portfolio area also includes the market leading
OASyS SCADA, which enables customers to monitor and control the operations from production to
processing and distribution sites.
4.3

Go-to-market channels

The Schneider Electric Software Business employs a number of routes to market, including direct sales and
sales made through distributors. For its HMI and Supervisory business, it employs a network of distributors
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through which it licenses and supports its products. These distributors provide front-end sales, order
fulfilment, customer support, training and value added services and are supported by over 4,000 systems
integration partners. For the remainder of its portfolio, the Schneider Electric Software Business employs its
own sales force and engages directly with its customers. As of 31 March 2017, approximately 33 per cent of
the Schneider Electric Software Business’ sales were made through its network of distributors and
approximately 67 per cent were made through its own sales force.
4.4

Brands and Products

4.4.1 SimSci
(i)

Process Engineering Suite
The SimSci Process Engineering Suite is a suite of software tools used in engineering design
and operational analysis. This integrated suite of process engineering software readily
interfaces with other applications commonly used by process engineers, thus enhancing
productivity in the plant life cycle. The Process Engineering Suite can be used for oil and gas
production, refining, petrochemicals, chemicals, pharmaceuticals, minerals processing and
polymer plant modelling.

(ii)

DYNSIM
DYNSIM is a comprehensive, first principle dynamic process simulator that enables users to
design and operate a modern process plant safely and profitably. By assisting in process design,
controls checkout and control system design, DYNSIM enables process yield improvement,
emission reduction and overall reduction of capital investment costs. DYNSIM is a core
component of an operator training simulator, capturing operator knowledge and providing safer
operation while improving performance and productivity.

(iii)

EYESIM
EYESIM is an immersive, virtual reality training solution used to link control room operators
to field operators, maintenance operators and other critical team members involved. EYESIM
delivers a complete plant crew training system capturing operator best practices and enabling
certification, ensuring appropriate responses to infrequent but safety critical events and
consistency of operations corporate wide.

(iv)

SimSci APC
SimSci APC is a model based predictive control software package that improves process
profitability and control by assisting customers in increasing throughput and quality and
optimising energy usage.

(v)

ROMeo
ROMeo is a solution designed for real-time, non-linear optimisation of continuous processes in
oil and gas processing (refining and petrochemicals) to maximise plant performance and
profits. ROMeo uses first principle simulation techniques to deliver maximum plant
performance, and calculates set points using real-time process and economic data to maximise
profits.

(vi)

Spiral Suite
Spiral Suite is an industry planning and scheduling solution, primarily used in the refining
industry, that supports supply chain work processes across large and small enterprises, bringing
together feedstock data management, planning, scheduling and envelope optimisation activities
in a single, fully-integrated toolset.
The features and functionality for planning and scheduling are supported through a single user
interface and one consistent source of data. All functionality is available through the desktop
and web interfaces.

(vii) CrudeSuite
CrudeSuite is a desktop software package for assay management. CrudeSuite assists customers
in analysing crude assay data in order to make more cost effective crude purchasing decisions.
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(viii) CrudeSuite Internet
CrudeSuite internet provides secure, web-based access to crude oil data and decision support
tools. Focusing on the needs of integrated oil companies and energy traders, CrudeSuite
internet enables users to maximise profits in trading and refining through a better
understanding of crude oil quality and refining performance. CrudeSuite internet provides a
unified source of crude oil knowledge enabling energy traders to quickly explore refinery
margin estimates across broad crude slates and market scenarios or assess thousands of
blending possibilities.
4.4.2 Wonderware
(i)

InTouch
InTouch HMI is market leading software that enables the rapid creation of standardised,
reusable visualisation applications for operators to interact with industrial equipment and
processes. InTouch Access Anywhere provides mobile and casual users with access to InTouch
HMI applications from any device.

(ii)

System Platform
System Platform is an object-oriented industrial application development and runtime
environment for assembling industrial supervisory systems for real-time process control and
data acquisition.
Both InTouch and System Platform are hardware agnostic, supporting data integration across
multiple control and equipment devices, protocols and control schemes.

(iii)

Indusoft
Indusoft Web Studio is a rapid application, configuration environment to create operating
system agnostic, full-featured, low to medium sized HMI applications, tailored to Original
Equipment Manufacturers’ and Value Added Resellers’ equipment and systems.

(iv)

MES Suite
MES Suite provides complete plant visibility and control to effectively manage manufacturing
performance and quality operations, including full manufacturing genealogy (material,
equipment and labour), complete quality and specification management and overall equipment
effectiveness.

(v)

Workflow
Workflow software is an advanced workflow application that enables companies to digitise
manual and automated processes that include people, equipment and/or systems. Based on a
sophisticated Business Process Management foundation, Workflow enables companies to
model, execute, analyse and improve processes inside and outside of their organisation to drive
higher levels of collaboration, productivity and innovation.
With Workflow, companies can institutionalise work processes that manage normal,
unscheduled or disruptive events within their operations environment. This industrial workflow
application benefits operations, maintenance, engineering, quality, environmental and safety
departments within an organisation.

(vi)

IntelaTrac
IntelaTrac is a mobile workforce enablement and decision support application for reliability
centred maintenance. It provides a mobile solution to manage work orders, monitor the
condition of assets and perform maintenance of assets in the field. IntelaTrac provides both
configurable software and ruggedised mobile hardware solutions.

(vii) Historian
Historian records long-term, high-fidelity process and production measurements for use in
operational decision-making, record keeping and analysis.
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(viii) eDNA
eDNA real-time enterprise data historian collects, archives, displays, analyses and reports on
operational, smart device and asset health related information. eDNA collects continuously
streaming time-series data from critical control, monitoring and smart devices and then
archives this data using an advanced storage and lossless compression technology.
(ix)

SmartGlance
SmartGlance enables users to view a plant’s operational data, metrics, KPIs and reports from
any mobile device. It is compliant with industry standard historian software and SQL
(structured query language) databases.

(x)

Intelligence
Intelligence provides business intelligence for manufacturing and infrastructure industries. The
software bridges the gap between high-fidelity time-series data and business intelligence tools
to calculate operational metrics. The software enables comparisons across lines, shifts,
products and sites to identify best practices and operational affinities.

4.4.3 Avantis
(i)

Avantis.PRO
Avantis.PRO provides products and services to enable an operational view over the complete
asset lifecycle within infrastructure and manufacturing. Avantis.PRO provides complete asset
definition, tracking, and management, as well as work order, spares and inventory
management. Avantis.PRO also enables frontline maintenance personnel to act in real time.

(ii)

Condition Manager
Condition Manager is a real-time condition management solution that collects and analyses
real-time diagnostics from all plant production assets. Condition Manager alerts customers to
predefined conditions requiring maintenance, allowing customers to take appropriate actions,
improving overall asset performance.

(iii)

PRiSM
PRiSM predictive asset analytics software integrates with existing sensor data and is used to
continuously monitor the health and performance of critical assets. The software uses advanced
pattern recognition and diagnostic techniques to identify small deviations in operating
behaviour that are often the early warning signs of equipment problems.

4.4.4 Ampla
Ampla MES is an integrated suite of modules used primarily for the metals, mining and minerals
industry used to increase plant production efficiency, quality, performance and profitability through
the functions of production inventory management, asset utilisation, delay/loss accounting and
associated plant KPI visualisation.
4.4.5 Aquis
Aquis is a hydraulic modelling tool which simulates the flow and pressure in a water distribution
network. Aquis uses real-time data to analyse and track the current situation enabling operators to
optimise production. Aquis reduces operational and energy costs associated with water distribution
activities by providing operators with information about the impact of planned and unplanned events,
through real-time network simulation and modelling capabilities.
4.4.6 Citect
CitectSCADA is a reliable, flexible and high performance supervisory control system for industrial
automation and process control application. It delivers actionable insight, enabling operators to
respond quickly to process variations for increased efficiency.
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4.4.7 ClearSCADA
ClearSCADA is an integrated scalable SCADA Software optimised for managing remote assets
spread across geographically dispersed infrastructure with secure and reliable telemetry capabilities
and easy connectivity to business and IT systems.
4.4.8 Termis
Termis is an advanced, powerful and extensive fluid network simulation platform for improving
system design and operation. Termis is used for pipeline design, hydraulic and thermal analyses,
operation planning, and creation and analysis of alternative scenarios. The numerical simulation
engine in Termis allows engineers to simulate large and complex fluid distribution networks.
4.4.9 OASyS SCADA
OASyS is a SCADA solution tailored to the day-to-day activities of crude, refined products, gas and
petrochemical pipeline operations. OASyS SCADA ensures safe and efficient operations through real
time monitoring and control.
4.4.10 ePLMS Liquids and Gas Suite
ePLMS Liquids and Gas Suite are applications that support day-to-day operations, planning and
logistics across the gathering, transport and distribution activities of oil and gas pipeline management.
5.

Research and Development, patents and licences

The Schneider Electric Software Business has seen significant enhancements to existing products as a result
of its investment in product development and has accelerated the development of new products. It has a
global research and development function with offices in the United States, Canada, Brazil, the United
Kingdom, India, China, Singapore and Australia. The research and development function had 613 employees
as of 31 March 2017 and benefited from approximately 360 outsourced personnel. These team members
work within a federated model of more than 90 teams consisting of between eight and 16 people. Each team
works independently of the others. Through its market knowledge and close contact with customers, the
Schneider Electric Software Business has sought to refine products, create new products and deployment
models (Cloud-based), and to support various forms of mobile and touch-based devices to respond to the
changing needs of its customers.
During the financial years ended 31 March 2017, 31 March 2016 and 31 March 2015, the Schneider Electric
Software Business spent US$96.4 million, US$91.7 million and US$85.3 million, respectively, on research
and development. In the year ended 31 March 2017, the Schneider Electric Software Business spent 49 per
cent of its research and development investment for recent updates on enhancements of existing products, 36
per cent on next generation products and 15 per cent on defect repair. Management intends to continue to
focus investment in growth and core products and does not intend to dispose of declining products unless
such disposals can achieve greater than the discounted cash flow they would generate in the ownership of
the Schneider Electric Software Business.
The Schneider Electric Software Business has over 90 million lines of proprietary code utilised in its
software products. It has at times utilised third party code and/or binaries in its products when it is not
practical to develop the code internally. The Schneider Electric Software Business has approximately 160
issued patents and 95 patent applications pending in the United States and other major international
jurisdictions. The Schneider Electric Software Business employs a proactive cyber security programme in its
product development processes to minimise customer exposure to various and ever changing security threats.
The Schneider Electric Software Business has developed ten reusable software components to minimise
replication of code and reduce maintenance while providing a common user experience. A proprietary
interoperability protocol has also been developed to enable the Schneider Electric Software Business
products to efficiently and securely communicate with each other (and third party software through open
OPC-UA standards when needed).
The Schneider Electric Software Business registers trademarks for those of its products which it views to be
material to its business operations.
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6.

Property, plant and equipment

The Schneider Electric Software Business does not own any material properties. It leases office and plant
facilities in several locations under lease arrangements classified as operating leases. Rental expense totalled
US$22.1 million, US$23.0 million and US$19.2 million in the years ended 31 March 2017, 31 March 2016
and 31 March 2015, respectively. See note 21 to the Historical Combined Financial Information of the
Schneider Electric Software Business of Part VIII (Historical Combined Financial Information of the
Schneider Electric Software Business) of this document for more information.
7.

Employees

The number of persons employed by the Schneider Electric Software Business as at 31 March 2017,
31 March 2016 and 31 March 2015 is set out below:
As at 31 March
––––––––––––––––––––––––––––––––––––
2017
2016
2015
–––––––––
–––––––––
–––––––––
2,702
2,786
2,591

Total number of employees1
1

Includes 176, 116 and 23 temporary employees and contractors as at 31 March 2017, 2016 and 2015 respectively.

As at the Latest Practicable Date, the Schneider Electric Software Business had 2,706 employees (including
158 temporary employees and contractors).
The table below provides a breakdown of Schneider Electric Software Business employees by geographical
location as at 31 March 2017:
As at
31 March 2017
–––––––––––––
908
418
99
52
1,225

Asia-Pacific
Europe
Latin America
Middle East and North Africa
North America
8.

Relationship with the Schneider Electric Group

The relationship between the Schneider Electric Software Business and the Schneider Electric Group
consists of an operational element, governed by an operating agreement, and a corporate function
relationship. The operational relationship comprises four principal forms:
8.1

Schneider Electric Group as OEM customer

In instances where the Schneider Electric Group is an OEM customer of the Schneider Electric Software
Business, the Schneider Electric Group uses the software embedded as part of a system offer.
8.2

Schneider Electric Group as an end user customer

The Schneider Electric Group utilises the Schneider Electric Software Business’ capabilities in its own
factories and to enable its external service offers in situations where the Schneider Electric Group is an end
user customer of Schneider Electric Software Business.
8.3

Schneider Electric Group as a channel to market

The Schneider Electric Group provides a channel to market for the Schneider Electric Software Business,
either as a main contractor (with the Schneider Electric Software Business as a subcontractor to Schneider
Electric Group), as a sales agent (with the Schneider Electric Software Business contracting directly with the
customer for which Schneider Electric Group receives a commission), or as a distributor of one or more
software products.
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8.4

Mutual licensing

The Schneider Electric Group and the Schneider Electric Software Business also mutually license
technology for internal use without commercial implications.
The corporate function relationship allows the Schneider Electric Software Business to utilise the Schneider
Electric Group’s resources and infrastructure in areas including finance, human resources, legal and
information technology.
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PART V
OPERATING AND FINANCIAL REVIEW OF THE AVEVA GROUP
The operating and financial review for the financial year ended 31 March 2015, as set out in the annual report
and accounts of the AVEVA Group for the financial year ended 31 March 2015, the operating and financial
review for the financial year ended 31 March 2016, as set out in the annual report and accounts of the
AVEVA Group for the financial year ended 31 March 2016 and the operating and financial review for the
financial year ended 31 March 2017, as set out in the annual report and accounts of the AVEVA Group for
the financial year ended 31 March 2017, are incorporated by reference into this document. The audit reports
for each of the financial years ended 31 March 2017, 31 March 2016 and 31 March 2015 were unqualified.
Reference should also be made to the financial information incorporated by reference into this document (see
Part VI (Historical Financial Information of the AVEVA Group)), the section entitled “Risk Factors” on
pages 18 to 39, the strategy section in paragraph 2 of Part III (Information on the AVEVA Group) and
Part XIII (Additional Information) of this document.
Investors should read the whole of this document and the documents incorporated herein by reference and
should not just rely on the financial information set out in this Part V (Operating and Financial Review of
the AVEVA Group).
1.

Cross reference list

The following list is intended to enable investors to identify easily specific items of information which have
been incorporated by reference into this document.
1.1

Operating and Financial Review for the financial year ended 31 March 2015 as compared to the
financial year ended 31 March 2014
The page numbers below refer to the relevant pages of the annual report and accounts of the AVEVA
Group for the financial year ended 31 March 2015:

1.2

Page number(s)

Section

4 to 5
10 to 13
14 to 15
21
22 to 23
24 to 29

Chairman’s statement
Our markets
Strategy review
Key performance indicators
Principal risks and uncertainties
Finance review

Operating and Financial Review for the financial year ended 31 March 2016 as compared to the
financial year ended 31 March 2015
The page numbers below refer to the relevant pages of the annual report and accounts of the AVEVA
Group for the financial year ended 31 March 2016:
Page number(s)

Section

4 to 5
8 to 9
12 to 22
23
28 to 32
33 to 35

Chairman’s statement
Market Review
Strategy review
Key performance indicators
Finance review
Principal risks and uncertainties
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1.3

Operating and Financial Review for the financial year ended 31 March 2017 as compared to the
financial year ended 31 March 2016
The page numbers below refer to the relevant pages of the annual report and accounts of the AVEVA
Group for the financial year ended 31 March 2017:

2.

Page number(s)

Section

10 to 11
12 to 13
14 to 20
21
24 to 28
29 to 31

Chairman’s statement
Market Review
Strategy review
Key performance indicators
Finance review
Principal risks and uncertainties

Summary of cash flows

The summary of cash flows relating to the AVEVA Group set out below is extracted from audited reports
and consolidated accounts of the AVEVA Group prepared under IFRS for the financial years ended 31
March 2017, 31 March 2016 and 31 March 2015:
Consolidated statement of cash flows
For the
financial
year ended
31 March
2017
£’000
Net cash generated from operating activities
Net cash flows (used in)/from investing activities
Net cash flows used in financing activities
Net (decrease)/increase in cash and cash equivalents
Net foreign exchange difference
Opening cash and cash equivalents
Closing Cash and cash equivalents
3.

47,858
(4,117)
(27,597)
––––––––
16,144
4,707
64,611
––––––––
85,462

––––––––

For the
financial
year ended
31 March
2016
£’000
24,338
2,354
(19,956)
––––––––
6,736
(644)
58,519
––––––––
64,611

––––––––

For the
financial
year ended
31 March
2015
£’000
30,906
(32,644)
(17,933)
––––––––
(19,671)
881
77,309
––––––––
58,519

––––––––

Capital resources

The AVEVA Group’s sources of liquidity consist of its cash flows from operations and its cash balances and
treasury deposits. The AVEVA Group has historically not had any net debt. During the financial years ended
31 March 2017, 31 March 2016 and 31 March 2015, the most significant cash outflows were the payment
of interim and final dividends each year and the acquisition of 8over8 Limited on 5 January 2015. AVEVA’s
strongest cash inflows are typically in the quarter to June following strong billings in the quarter to March.
The Schneider Electric Software Business has typically experienced its highest level of billings in the quarter
ending December resulting in strong cash inflows in the quarter ending March.
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PART VI
HISTORICAL FINANCIAL INFORMATION OF THE AVEVA GROUP
1.

Background

The consolidated financial statements of the AVEVA Group for the year ended 31 March 2015, as set out in
the annual report and accounts of the AVEVA Group for 2015, the consolidated financial statements of the
AVEVA Group for the financial year ended 31 March 2016, as set out in the annual report and accounts of
the AVEVA Group for 2016 and the consolidated financial statements of the AVEVA Group for the financial
year ended 31 March 2017, as set out in the annual report and accounts of the AVEVA Group for 2017, are
incorporated by reference into this document. The audit reports for each of the financial years ended
31 March 2017, 31 March 2016 and 31 March 2015 were unqualified.
The consolidated financial statements for the financial years ended 31 March 2017, 31 March 2016 and
31 March 2015 were prepared in accordance with IFRS.
2.

Cross reference list

The following list is intended to enable investors to identify easily specific items of information which have
been incorporated by reference into this document. A copy of each of these documents incorporated by
reference into this document can be accessed on the Company’s website at http://www.aveva.com/.
2.1

IFRS financial statements for the financial year ended 31 March 2015 and the audit report thereon

The page numbers below refer to the relevant pages of the annual report and accounts of the AVEVA Group
for the financial year ended 31 March 2015:
Page number(s)

Section

65 to 68
69
70
71
74 to 99

Independent auditor’s report
Consolidated income statement
Consolidated statement of comprehensive income
Consolidated balance sheet
Notes to the consolidated financial statements

2.2

IFRS financial statements for the financial year ended 31 March 2016 and the audit report thereon

The page numbers below refer to the relevant pages of the annual report and accounts of the AVEVA Group
for the financial year ended 31 March 2016:
Page number(s)

Section

69 to 73
74
75
76
79 to 102

Independent auditor’s reports
Consolidated income statement
Consolidated statement of comprehensive income
Consolidated balance sheet
Notes to the consolidated financial statements
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2.3

IFRS financial statements for the financial year ended 31 March 2017 and the audit report thereon

The page numbers below refer to the relevant pages of the annual report and accounts of the AVEVA Group
for the financial year ended 31 March 2017:
Page number(s)

Section

72 to 76
77
78
79
82 to 106

Independent auditor’s reports
Consolidated income statement
Consolidated statement of comprehensive income
Consolidated balance sheet
Notes to the consolidated financial statements
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PART VII
OPERATING AND FINANCIAL REVIEW OF THE SCHNEIDER
ELECTRIC SOFTWARE BUSINESS
This operating and financial review is based on the combined financial information of the Schneider Electric
Software Business for the financial years ended 31 March 2017, 31 March 2016 and 31 March 2015 and the
unqualified accountant’s report thereon set out in Section A of Part VIII (Historical Combined Financial
Information of the Schneider Electric Software Business) of this document.
Investors should read the whole of this document and should not just rely on the financial information set
out in this Part VII (Operating and Financial Review of the Schneider Electric Software Business).
1.

Overview

The Schneider Electric Software Business is a leading developer and supplier of industrial software with
strong positions in visualisation and supervisory control, planning and scheduling, process engineering and
simulation, operations execution and optimisation and asset performance management. Its portfolio provides
comprehensive coverage of business processes across the customer value chain, providing software products
and services that enable customers to maximise the value of their manufacturing operations and supply
chains across a broad range of capital intensive industries. The Schneider Electric Software Business
solutions span the complete asset design and lifecycle value chain, with the ability to unify disparate
technology systems, industrial assets and work processes to deliver comprehensive, sustainable and
extensible solutions for its customers. From mining companies and chemical manufacturers to oil refineries
and power stations, the Schneider Electric Software Business’ products help its customers to design, plan,
operate and maintain their production processes in order to maximise efficiency and profitability, while
enhancing reliability, safety and sustainability.
The Schneider Electric Software Business has a global footprint, with operations in North America, Europe,
the Middle East, Asia Pacific and Latin America and approximately 2,700 employees worldwide (including
approximately 158 temporary employees and contractors). It has 8 global research and development centres
and 25 project execution centres. This extensive market reach is further expanded through a network of key
partnerships and alliances, including over 160 product technology partners, 5,200 certified developers and
over 4,000 systems integration partners, all of which enhance execution capabilities in key vertical markets,
such as oil and gas, food and beverage, life sciences, infrastructure and water and wastewater.
The Schneider Electric Software Business’ customer base includes many of the world’s leading mining,
pharmaceutical, petroleum, food and beverage and chemical companies.
In the financial year ended 31 March 2017, the Schneider Electric Software Business’ revenue was
US$565.9 million with an EBITA adjusted of US$116.4 million, representing a 20.6 per cent margin.
2.

Key Factors Affecting Schneider Electric Software Business’ Results of Operations

Set forth below is a description of certain key factors that have historically affected the Schneider Electric
Software Business and which may impact its business in the future.
The Schneider Electric Software Business completed the acquisition of Instep on 14 November 2014. This
acquisition was a non-cash transaction for the Schneider Electric Software Business and its impact on cash
flow was limited to the net cash of Instep of US$1.2 million at the time of the acquisition. The results of
Instep have been consolidated with those of the Schneider Electric Software Business since the date of
acquisition. In the financial year ended 31 March 2015, Instep contributed US$5.6 million in revenue and
US$1.4 million in Adjusted EBITA.
As a result of the timing of the acquisition of Instep, the financial results of the Schneider Electric Software
Business are not directly comparable over the three financial years under review.
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Global and regional economic conditions
The Schneider Electric Software Business’ financial results depend to a large extent on continued levels of
customer spending on software products and related services, which, in turn, is influenced by general levels
of corporate profitability and expectations for future profitability. In addition, the Schneider Electric
Software Business’ customer base sits across a number of capital intensive industries that are particularly
affected by macroeconomic factors such as commodity prices, currency fluctuations and government
investment in infrastructure. As a result, macroeconomic factors can have a particularly large impact on the
Schneider Electric Software Business revenue and financial results. This impact can be at a global, regional
or national level. For example, the recent fall in oil prices resulted in the deferment of spending and the delay
of certain projects in the oil and gas industry and began to impact the Schneider Electric Software Business’
results of operations in the first half of 2016, particularly amongst emerging market economies with state
owned oil companies. Conversely, the downstream effects of commodity price movements may also have a
positive effect on portions of the Schneider Electric Software Business’ customer base. For example, the
recent drop in crude oil prices has created a favourable input cost environment for refineries and
petrochemical manufacturers in the asset optimisation space.
As approximately 49 per cent of the Schneider Electric Software Business’ revenue in the financial year
ended 31 March 2017 was earned from sales to customers in the North American region and over 26 per cent
of its revenue was earned in EMEA over the same period, the Schneider Electric Software Business’ revenue
is most affected by changes in general economic conditions in these regions. However, economic conditions
in the other regions of the world also have had a significant effect on the Schneider Electric Software
Business’ revenue as well, notably in Latin America. The table below sets out the Schneider Electric Software
Business’ revenue by region for the financial years ended 31 March 2017, 31 March 2016 and 31 March 2015.
Revenue by Geography
Year ended 31 March
–––––––––––––––––––
2017
2016
2015
––––––––
––––––––
––––––––
(US$ millions)
North America
Europe Middle East Africa
Asia Pacific
Latin America
Rest of World

279.9
148.0
91.0
27.8
19.1
––––––––
565.9

Total revenues

––––––––

281.4
160.4
98.7
38.4
22.1
––––––––
601.0

––––––––

279.4
171.3
101.5
45.1
3.7
––––––––
601.0

––––––––

Mix of Revenues
The Schneider Electric Software Business has four primary revenue streams and a fifth revenue stream which
primarily revolves around intercompany activity and adjustments. These are Licence, Support, Services,
Subscription and Other. The following table sets out the Schneider Electric Software Business’ revenue by
revenue stream for the financial years ended 31 March 2017, 31 March 2016 and 31 March 2015:
Revenue by revenue stream
Year ended 31 March
–––––––––––––––––––
2017
2016
2015
––––––––
––––––––
––––––––
(US$ millions)
Support
Licence
Services
Subscription
Other – intercompany items & minor adjustments

163.2
211.9
170.0
5.4
15.3
––––––––
565.9

Total revenues

––––––––
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162.7
233.5
195.4
–
9.4
––––––––
601.0

––––––––

156.2
258.5
204.2
–
(17.9)
––––––––
601.0

––––––––

The Licences revenue stream reflects the highest gross margin, followed by Support Services and Other. The
mix of revenue from these streams may affect the Schneider Electric Software Business’ financial results.
For example based on market conditions, customers may elect to purchase more continuing support for
existing licences as opposed to purchasing new licences for new or additional products. If this were to occur,
revenue mix would shift away from the higher margin Licences revenue stream, decreasing overall
profitability. Conversely, if customers were to increase their purchases of new licences from the Schneider
Electric Software Business, this would increase the Schneider Electric Software Business’ higher margin
revenue, increasing overall profitability.
Investment in Growth
As software products become more mature, it is increasingly likely that customers will migrate from those
products to newer or alternate products as competitive pressures, particularly on price, increase when
mature products become commoditised and more competitors produce products with similar features. The
Schneider Electric Software Business has invested, and plans to continue to invest, in the development of
new technology. Effective development of new technologies can drive increased sales to new customers, as
well as sales of new licences to existing customers. However, if the Schneider Electric Software Business
were constrained in its ability to make such investments or if its investments failed to deliver new products
that customers wish to license, the Schneider Electric Software Business’ market share and revenue would
decline.
The Schneider Electric Software Business is reliant on the scale, reach and competency of its direct
marketing resources and its channel partners and distributors for its revenue. The Schneider Electric
Software Business intends to focus on enhancing its go-to-market capabilities, including its sales and
marketing resources. Increased marketing efforts, such as brand promotions and marketing campaigns, can
increase sales and revenue. However, to the extent that the Schneider Electric Software Business is
constrained in its ability to invest in its sales and marketing activities or its sales force is not effective in
informing customers about its products and services, Schneider Electric Software Business revenue will
decline.
Recurring revenues
The Schneider Electric Software Business’ licensing revenue is composed of three different types: perpetual
(long term) licences with optional annual support agreements, term licences and perpetual licences as part
of project implementation agreements. Revenues from both perpetual licences with annual support
agreements and project implementation agreements are subject to higher levels of volatility, though
historically, customers with annual support contracts have renewed in large numbers. Revenue from term
licences provide a greater degree of predictability in financial results from year to year. To the extent that the
proportion of term licences entered into by the Schneider Electric Software Business decreases, this would
increase the volatility of its financial results. Increases in the proportion of term licences sold as compared
to perpetual licences would decrease such volatility.
During the 2017 financial year, the Schneider Electric Software Business commenced a transition of a
portion of its business to a subscription model in order to increase the recurring revenue base and provide
more flexibility to customers. The SimSci Spiral supply chain technology migration was completed during
the 2017 financial year with a negative impact on revenues of US$4 million, and only some applications
within the Wonderware HMI/SCADA solutions are still to be transitioned, with the objective to complete the
transition by 31 March 2019. Depending on the adoption rate, Schneider Electric Software Business
management expect the short term negative impact of such migration to be less than 2 per cent of total
revenue during the 2018 financial year.
Customer mix
The Schneider Electric Software Business’ customer base is well diversified among a variety of economic
sectors, which helps to mitigate the effects of reduced spending in individual sectors. The Schneider Electric
Software Business also has a low customer concentration, with its top 20 customers accounting for
approximately 23 per cent of total revenue for the financial year ended 31 March 2017. However, oil, gas
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and chemicals industry customers accounted for 47 per cent of overall revenue in the year ended 31 March
2017 and the Schneider Electric Software Business expects that such customers will remain a large source
of revenue in the future. Sales to such customers can be impacted by, among other things, general
macroeconomic conditions, the prices of oil, gas and other chemicals, steel and other commodities, interest
rates, currency fluctuations and political uncertainty. For example, the recent negative oil price environment
has had an adverse effect on spending by customers in the industry. Any reduction in spending by existing
or potential customers in such industries could have a material impact on the Schneider Electric Software
Business’ results of operation. Conversely, increases in spending by the oil and gas industry, due to rising
prices or for any other reason, would likely increase products and services purchased by such customers,
driving sales and increasing revenue.
Restructuring of the Schneider Electric Software Business’ operations
In connection with the Combination, the Schneider Electric Software Business has engaged in activities
designed to carve out the software activities of Schneider Electric, including the software activities
previously part of Invensys plc. The software activities of Schneider Electric were previously either legal
entities themselves or the software business sections of other legal entities that included non-software
business as well. The software portion of these legal entities were carved out and combined to form the
Schneider Electric Software Business. As such, the Schneider Electric Software Business has not operated
as an integrated entity for any material amount of time. The Schneider Electric Software Business’ historical
results of operations may not reflect the same results if the business had been an existing entity during the
period under review. The Schneider Electric Software Business’ historical results may also not be
comparable to the results of the business in future periods.
3.

Description of Key Line Items

The following describes those line items presented in the combined financial information of the Schneider
Electric Software Business that it considers key in understanding its results of operations.
3.1

Revenue
Revenue consists of income derived primarily from the supply of software products and licences,
support and maintenance and engineering services. Revenue comprises the invoiced value of goods
and services supplied net of sales taxes. Discounts given to customers against list prices, such as trade
or volume discounts, are deducted in arriving at the value of revenue. Settlement discounts are
reported as an expense in the income statement.
Revenue from the sale of product and licences is recognised when a signed contract exists, delivery
to the customer has occurred, no significant vendor obligations remain, the fee is fixed or
determinable, and collection of the sales proceeds is considered probable.
Revenue is recognised on software sales made via a distributor or systems integrator when there is an
agreement in place between the Schneider Electric Software Business and the distributor or systems
integrator and the above factors are met.
Support (maintenance) revenue (comprising updates, releases, versions and telephone assistance) is
included at its full economic value and is recognised rateably over the duration of the contract.
Revenue is recognised on the rendering of a service when the outcome of the transaction can be
estimated reliably. Revenue is recognised by reference to the stage of completion of the transaction at
the balance sheet date. This is normally determined by the proportion that contract costs incurred to
date bear to the estimated total contract costs, except where this would not be representative of the
stage of completion. If the nature of a particular contract means that costs incurred do not accurately
reflect the progress of contract activity, an alternative approach is used such as the achievement of
predetermined contract milestones.
Revenue on short-term and one-off contracts is recognised when the service is complete.
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For service contracts covering a specific period and providing services during that period as and when
required by the customer, revenue is recognised on a straight-line basis over the specified period
(unless there is evidence that some other method better represents the stage of completion).
When a transaction combines a supply of goods with the provision of a significant service, revenue
from the provision of the service is recognised separately from the revenue from the sale of goods by
reference to the stage of completion of the service unless the service is essential to the functionality
of the goods supplied, in which case the whole transaction is treated as a long-term service contract.
Revenue from a service that is incidental to the supply of goods is recognised at the same time as the
revenue from the supply of goods. A contract which requires significant production, modification,
customisation or integration of software is accounted for as a long-term service contract.
3.2

Cost of sales
Cost of sales primarily includes distribution and royalty costs for programmes licensed, costs incurred
to support and maintain products and services and costs associated with the delivery of consulting and
technical support services along with outside purchases and resale items. Additional cost of sales
include direct travel for projects and allocations of facility costs associated with staff in the delivery
and customer support groups.

3.3

Research and development
Research and development costs include employee benefits for research and development staff, costs
associated with temporary research and development staff, outsourced services, travel and other
associated costs including allocations of certain overheads such as lease or facility costs and travel
undertaken by research and development staff. Other costs within research and development consisted
primarily of non-technical research and development services undertaken for customers for which
customers were invoiced.

3.4

Selling, general and administrative expenses
Selling, general and administrative expenses consist of employee benefits other than for research and
development staff, costs associated with temporary staff, services, corporate costs and other costs.
Services included travel and entertainment, building and lease expense net of allocations to other
functions, advertising and promotion. Other costs associated with selling, general and administrative
expenses consisted of cross charges for assistance with pre-sales and sales work attributable to
employees from other functions, depreciation and amortisation and sundry expenses.

3.5

EBITA adjusted
EBITA adjusted consists of operating profit before amortisation of identifiable intangible assets,
goodwill impairment, restructuring costs and other operating income and expenses.

3.6

Other operating income and expenses
Other operating income and expenses consist of costs associated with transition costs in connection
with the acquisition of Invensys plc by Schneider Electric, share-based payments and acquisition costs
related to recent additions.

3.7

EBITA
EBITA consists of operating profit before amortisation and impairment of identifiable intangible
assets and before goodwill impairment.

4.

Key Performance Indicators

The key performance indicators set out below include certain measures that are not accounting measures
within the scope of IFRS (the “Non-IFRS Financial Measures”), which the Schneider Electric Software
Business uses to assess the financial performance of its businesses, including EBITA and EBITA adjusted.
EBITA refers to operating profit before amortisation and impairment of identifiable intangible assets and
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before goodwill impairment. EBITA adjusted refers to operating profit before amortisation of identifiable
intangible assets, goodwill impairment, restructuring costs and other operating income and expenses. The
Non-IFRS Financial Measures are not measures based on IFRS, generally accepted accounting standards or
any other internationally accepted accounting principles and prospective investors should not consider such
items to the exclusion or as an alternative to the historical financial position or other indicators of the
financial position of the Schneider Electric Software Business based on IFRS measures. The Non-IFRS
Financial Measures are derived from the internal operating and financial systems of the Schneider Electric
Software Business and, as a result, may not be comparable to similarly-titled measures as presented by other
companies due to differences in the way the Non-IFRS Financial Measures of the Schneider Electric
Software Business are calculated. Even though the Non-IFRS Financial Measures are used by the
management of the Schneider Electric Software Business to assess its financial position and these types of
measures are commonly used by investors, they have important limitations as analytical tools, and they
should not be considered in isolation or as substitutes for analysis of the Schneider Electric Software
Business’ financial condition or results as reported under IFRS.
The table below sets outs a reconciliation of EBITA adjusted and EBITA to operating income for the three
financial years ended 31 March 2017, 31 March 2016 and 31 March 2015.

2017
––––––––
EBITA adjusted
Other operating income and expenses
Restructuring costs
EBITA
Amortisation of identifiable intangible assets

116.4
(2.4)
(4.5)
109.4
(44.9)
––––––––
64.5

Operating income
5.

Results of Operations

5.1

Current trading

––––––––

Year ended 31 March
–––––––––––––––––––
2016
2015
––––––––
––––––––
(US$ millions)
135.7
125.6
(5.7)
(7.8)
(2.2)
(0.6)
127.8
117.2
(47.1)
(46.1)
––––––––
––––––––
80.7
71.1

––––––––

––––––––

For the year ended 31 March 2017, the Schneider Electric Software Business reported revenue of
approximately US$565.9 million, corresponding to a decrease of 5.8 per cent as compared to the year
ended 31 March 2016. This decrease was driven by significant market factors affecting the oil and gas
and mining and minerals markets causing reduced levels of capital projects volume and EPC licensing
volumes. Revenue was further impacted by selectivity in project bidding and a migration to term
based subscription licensing.
Since 31 March 2017, the Schneider Electric Software Business’ trading has been consistent with the
process industries macro-economic environment. The Schneider Electric Software Business has
started to see increased momentum in orders especially in areas related to operational efficiency and
asset performance, though cycle times for final procurement decisions and project start-up remain
protracted for larger opportunities. Unaudited management information at constant currency for the
four months to 31 July 2017 shows revenues slightly ahead of the comparable prior year period, with
an improvement in gross margin and a stable level of Adjusted EBITA. The Schneider Electric
Software Business’ management expects to see a gradual recovery in revenues over the current
financial year to 31 March 2018 assuming no major changes in the current environment in the capital
intensive industries it serves. In prior years, revenue has tended to be relatively higher in the second
half of the financial year, with first half trading performance in the financial year ended 31 March
2017 representing approximately 48 per cent of total financial year revenues, and a significant portion
of revenues are generally weighted toward the end of the quarter, primarily in the licence revenue
stream.
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5.2

Results of operations for the year ended 31 March 2017 compared to the year ended 31 March 2016
The table below presents the Schneider Electric Software Business’ results of operations for the years
ended 31 March 2017 and 31 March 2016.
Years ended 31 March
–––––––––––––––––––
2017
2016
––––––––
––––––––
(US$ millions)
Revenue
Cost of Sales

565.9
(196.6)
––––––––
369.2
(96.4)
(156.4)
––––––––
116.4
(2.4)
(4.5)
––––––––
109.4
(44.9)
––––––––
64.5
2.7
––––––––
67.2
(17.0)
––––––––
50.2

Gross profit
Research and development
Selling, general and administrative expenses
EBITA adjusted
Other operating income and expenses
Restructuring costs
EBITA
Amortisation of identifiable intangible assets
Operating income
Net financial income
Profit before tax
Income tax expense
Net income for the period

––––––––

601.0
(230.7)
––––––––
370.3
(91.7)
(142.9)
––––––––
135.7
(5.7)
(2.2)
––––––––
127.8
(47.1)
––––––––
80.7
(1.6)
––––––––
79.1
(20.5)
––––––––
58.6

––––––––

5.2.1 Revenue
For the year ended 31 March 2017, revenue decreased by US$35.1 million, or 5.8 per cent, to
US$565.9 million from US$601.0 million for the year ended 31 March 2016. This decrease
was mainly due to significant market factors affecting the oil and gas and mining and minerals
markets causing reduced levels of capital projects volumes of US$29 million and EPC
licensing volumes. Selectivity in project bidding and a migration to term based subscription
licensing resulted in additional decreases.
5.2.2 Cost of sales
For the year ended 31 March 2017, cost of sales decreased by US$34.1 million, or
14.8 per cent, to US$196.6 million from US$230.7 million in the year ended 31 March 2016,
primarily due to maintaining staffing and project spend activity levels in line with overall
revenue volumes, in addition to reduced project related hardware purchases resulting from the
business selectivity actions.
5.2.3 Gross profit
For the year ended 31 March 2017, gross profit decreased by US$1.1 million, or 0.3 per cent,
to US$369.2 million from US$370.3 million in the year ended 31 March 2016, due to lower
revenue volumes partly offset by the cost of sales decreases discussed above.
5.2.4 Research and development expense
For the year ended 31 March 2017, research and development expense increased by
US$4.7 million, or 5.1 per cent, to US$96.4 million from US$91.7 million in the year ended
31 March 2016. This increase was due to investments in next generation software offers to
drive future growth.
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5.2.5 Selling, general and administrative expenses
For the year ended 31 March 2017, selling, general and administrative expenses increased by
US$13.5 million, or 9.4 per cent, to US$156.4 million from US$142.9 million in the year
ended 31 March 2016. This increase was primarily due to an US$11.5 million increase of the
corporate management allocations to the Schneider Electric Software Business from Schneider
Electric now representing a full year of allocations as against partial year for the year ended
31 March 2016. The additional increase of US$2.0 million related to inflation and wage
increases and additional sales investment, partly offset by cost savings on overall headcount.
5.2.6 EBITA adjusted
For the year ended 31 March 2017, EBITA adjusted decreased by US$19.3 million, or
14.2 per cent, to US$116.4 million from US$135.7 million in the year ended 31 March 2016.
The movement in EBITA adjusted is due to higher management allocations year on year, the
migration to subscription licensing and the overall lower volumes of projects.
5.2.7 Other operating income and expenses
For the year ended 31 March 2017, other operating income and expenses decreased by
US$3.3 million, or 57.9 per cent, to US$2.4 million from US$5.7 million in the year ended
31 March 2016. This decrease was primarily due to the lower spend on one-off operating costs
associated with acquisitions.
5.2.8 Restructuring costs
For the year ended 31 March 2017, restructuring costs increased by US$2.3 million, or
104.5 per cent, to US$4.5 million from US$2.2 million in the year ended 31 March 2016, due
to programmes associated with headcount reductions necessitated by project volume decreases
in oil and gas, mining and minerals and food and beverage industries.
5.2.9 EBITA
For the year ended 31 March 2017, EBITA decreased by US$18.4 million, or 14.4 per cent, to
US$109.4 million from US$127.8 million in the year ended 31 March 2016, due to the overall
lower revenue levels resulting from economic conditions in Schneider Electric Software
Business’ markets.
5.2.10 Amortisation of identifiable intangible assets
For the year ended 31 March 2017, amortisation of identifiable intangible assets decreased by
US$2.2 million, or 4.7 per cent, to US$44.9 million from US$47.1 million in the year ended
31 March 2016, due to reduction in the amortisation in the oil and gas pipelines business line.
5.2.11 Operating income
For the year ended 31 March 2017, operating income decreased by US$16.2 million, or
20.1 per cent, to US$64.5 million from US$80.7 million in the year ended 31 March 2016, due
to the lower business volume and restructuring activities.
5.2.12 Profit before tax
For the year ended 31 March 2017, profit before tax decreased by US$11.9 million, or
15.0 per cent, to US$67.2 million from US$79.1 million in the year ended 31 March 2016,
primarily due to the reduction in revenue volumes and restructuring costs.
5.2.13 Income tax expense
For the year ended 31 March 2017, income tax expense decreased by US$3.5 million, or
17.1 per cent, to US$17.0 million from US$20.5 million in the year ended 31 March 2016, due
to the reduction in profit before tax and a reduced effective tax rate.
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5.2.14 Net income for the period
For the year ended 31 March 2017, net income for the period decreased by US$8.4 million, or
14.3 per cent, to US$50.2 million from US$58.6 million in the year ended 31 March 2016, due
to lower revenue volumes driving lower profit before tax, partly offset by lower income tax
expense.
5.3

Results of operations for the year ended 31 March 2016 compared to the year ended 31 March 2015
The table below presents the Schneider Electric Software Business’ results of operations for the
financial years ended 31 March 2016 and 31 March 2015.
Year ended 31 March
–––––––––––––––––––
2016
2015
––––––––
––––––––
(US$ millions)
Revenue
Cost of Sales

601.0
(230.7)
––––––––
370.3
(91.7)
(142.9)
––––––––
135.7
(5.7)
(2.2)
––––––––
127.8
(47.1)
––––––––
80.7
(1.6)
––––––––
79.1
(20.5)
––––––––
58.6

Gross profit
Research and development expense
Selling, general and administrative expenses
EBITA adjusted
Other operating income and expenses
Restructuring costs
EBITA
Amortisation of identifiable intangible assets
Operating income
Net financial income
Profit before tax
Income tax expense
Net income for the period

––––––––

601.0
(238.4)
––––––––
362.5
(85.3)
(151.7)
––––––––
125.6
(7.8)
(0.6)
––––––––
117.2
(46.1)
––––––––
71.1
(2.4)
––––––––
68.7
(13.6)
––––––––
55.1

––––––––

5.3.1 Revenue
For the year ended 31 March 2016, revenue remained at US$601.0 million from the same
amount for the year ended 31 March 2015, mainly due to an increase of US$6.7 million in the
oil and gas pipeline business which was offset by a decrease in the HMI/SCADA business
based in Australia of US$6.7 million. Other less significant variations resulted from
fluctuations in foreign exchange rates and the increase in revenue due to the full year impact
of the Instep business being offset by decreases in other business lines, resulting in overall no
change.
5.3.2 Cost of sales
For the year ended 31 March 2016, cost of sales decreased by US$7.7 million, or 3.2 per cent,
to US$230.7 million from US$238.4 million in the year ended 31 March 2015, primarily due to
impacts of foreign exchange rates on non-dollar denominated costs, partly offset by the full year
impact of the InStep acquisition in the quarter ended 31 December 2015.
5.3.3 Gross profit
For the year ended 31 March 2016, gross profit increased by US$7.8 million, or 2.2 per cent,
to US$370.3 million from US$362.5 million in the year ended 31 March 2015, due to the
reduction in costs associated with delivering the projects.
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5.3.4 Research and development expense
For the year ended 31 March 2016, research and development expenses increased by
US$6.4 million, or 7.5 per cent, to US$91.7 million from US$85.3 million in the year ended
31 March 2015. This increase was due to an increased level of investment in next generation
software projects and the full year impact of research and development costs associated from
the InStep acquisition in the quarter ended 31 December 2014.
5.3.5 Selling, general and administrative expenses
For the year ended 31 March 2016, selling, general and administrative expenses decreased by
US$8.8 million, or 5.8 per cent, to US$142.9 million from US$151.7 million in the year ended
31 March 2015. This decrease was due to reduced investment in go-to market resources
augmented by the impact of foreign exchange rates, primarily the stronger US dollar, partly
offset by the additional costs associated with the full year impact of the InStep acquisition in
the quarter ended 31 December 2014.
5.3.6 EBITA adjusted
For the year ended 31 March 2016, EBITA adjusted increased by US$10.1 million, or 8.0 per
cent, to US$135.7 million from US$125.6 million in the year ended 31 March 2015. The
movement in EBITA adjusted is due to the higher gross profit resulting from the revenue and
cost of sales variances.
5.3.7 Other operating income and expenses
For the year ended 31 March 2016, other operating income and expenses decreased by
US$2.1 million, or 26.9 per cent, to US$5.7 million from US$7.8 million in the year ended
31 March 2015. This decrease was primarily due to the reduced amount of integration costs
associated with the Schneider Electric acquisition of the Schneider Electric Software Business.
5.3.8 Restructuring costs
For the year ended 31 March 2016, restructuring costs increased by US$1.6 million, or
266.7 per cent, to US$2.2 million from US$0.6 million in the year ended 31 March 2015, due
to staffing reductions in cost of sales and selling, general and administrative expense levels.
5.3.9 EBITA
For the year ended 31 March 2016, EBITA increased by US$10.6 million, or 9.0 per cent, to
US$127.8 million from US$117.2 million in the year ended 31 March 2015, due to the
improved gross profit levels and lower selling, general and administrative costs.
5.3.10 Amortisation of identifiable intangible assets
For the year ended 31 March 2016, amortisation of identifiable intangible assets increased by
US$1.0 million, or 2.2 per cent, to US$47.1 million from US$46.1 million in the year ended
31 March 2015, due to the full year effect of the InStep acquisition impact on valuation.
5.3.11 Operating income
For the year ended 31 March 2016, operating income increased by US$9.6 million, or 13.5 per
cent, to US$80.7 million from US$71.1 million in the year ended 31 March 2015, due to the
improved cost structure and lower levels of selling, general and administrative expenses, and
exceptional costs.
5.3.12 Net financial income
For the year ended 31 March 2016, net financial income decreased by US$0.8 million, or
33.3 per cent, to US$1.6 million from US$2.4 million in the year ended 31 March 2015,
primarily due to reduced levels of interest income in the oil and gas pipeline business line.
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5.3.13 Profit before tax
For the year ended 31 March 2016, profit before tax increased by US$10.4 million, or 15.1 per
cent, to US$79.1 million from US$68.7 million in the year ended 31 March 2015, due to the
factors listed above, and primarily due to the reduced costs of sales levels.
5.3.14 Income tax expense
For the year ended 31 March 2016, income tax expense increased by US$6.9 million, or
50.7 per cent, to US$20.5 million from US$13.6 million in the year ended 31 March 2015, due
to higher levels of profit before tax and a higher effective tax rate.
5.3.15 Net income for the period
For the year ended 31 March 2016, net income for the period increased by US$3.5 million, or
6.4 per cent, to US$58.6 million from US$55.1 million in the year ended 31 March 2015, due
to the net effect of the higher profit, partly offset by an additional tax expense.
6.

Liquidity and Capital Resources

6.1

Cash flows
The table below sets out the principal components of the Schneider Electric Software Business’ cash
flows for the financial years ended 31 March 2017, 31 March 2016 and 31 March 2015.
Year ended 31 March
–––––––––––––––––––
2017
2016
2015
––––––––
––––––––
––––––––
(US$ millions)
Net cash provided by operating activities
Net cash used in investing activities
Net cash (used in) provided by financing activities
Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents at the end of period

140.3
(24.3)
(101.2)
11.6
28.0

124.8
(18.5)
(103.7)
1.0
16.4

118.7
(19.0)
(97.5)
(2.2)
15.3

6.1.1 Net cash provided by operating activities
The Schneider Electric Software Business’ net cash provided by operating activities consist
primarily of cash received from the sales of software licences or under contracts to provide
maintenance and other services in relation to the Schneider Electric Software Business’
products.
For the financial year ended 31 March 2017, net cash provided by operating activities increased
by US$15.5 million, or 12.4 per cent, to US$140.3 million from US$124.8 million in the
financial year ended 31 March 2016, primarily due to a reduction in taxes paid of
US$23.1 million, partly offset by reduced net income of US$8.4 million and other minor
changes in working capital and income tax expenses.
For the financial year ended 31 March 2016, net cash provided by operating activities increased
by US$6.1 million, or 5.1 per cent to US$124.8 million from US$118.7 million, partly due to
improved working capital driven by increased deferred revenue balances.
6.1.2 Net cash used in investing activities
The Schneider Electric Software Business’ net cash used in investing activities consist
primarily of additions to tangible and intangible assets and acquisitions of businesses, net of
cash acquired.
For the financial year ended 31 March 2017, net cash used in investing activities increased by
US$5.8 million to an outflow of US$24.3 million from an outflow of US$18.5 million in the
year ended 31 March 2016, primarily due to two minor bolt-on acquisitions.
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For the financial year ended 31 March 2016, net cash used in investing activities decreased by
US$0.5 million to an outflow of US$18.5 million from an outflow of US$19.0 million in the
year ended 31 March 2015, primarily due to proceeds from disposals of assets of
US$0.6 million.
6.1.3 Net cash (used in) provided by financing activities
Historically, the Schneider Electric Software Business maintains minimum cash balances due
to its cash pooling arrangements and offsetting group loans with Schneider Electric. Therefore,
net cash used in financing activities largely tracks net cash provided by the operating activities.
The Schneider Electric Software Business’ net cash used in financing activities consist
primarily of changes in funding from related parties, handled through the mechanism of cash
pooling arrangements with Schneider Electric.
For the financial year ended 31 March 2017, net cash used in financing activities decreased by
US$2.5 million, or 2.4 per cent, to US$101.2 million from US$103.7 million in the financial
year ended 31 March 2016, primarily due to the netting of group loan activity upon the issue
of share capital for certain new legal entities and the first payment of a dividend.
For the financial year ended 31 March 2016, net cash used in financing activities increased by
US$6.2 million, or 6.4 per cent, to US$103.7 million from US$97.5 million in the financial
year ended 31 March 2015, primarily due to increased group loan funding usage arising from
new legal entities.
6.2

Credit facilities and other capital resources
Prior to Completion, the Schneider Electric Software Business relied on the credit facilities of
Schneider Electric. Upon Completion, the Schneider Electric Software Business will utilise the capital
resources of AVEVA as part of the AVEVA Group.

6.3

Capital expenditure
Historically, the Schneider Electric Software Business, like many other comparable software
companies, has had minimal capital expenditure requirements for tangible and intangible assets. For
the periods under review, they have been US$17.2 million in the financial year ended 31 March 2017,
US$19.1 million for the financial year ended 31 March 2016 and US$20.2 million for the financial
year ended 31 March 2015. These expenditures have primarily been for the purchase of property, plant
and equipment (tenant improvements and lab build outs, employee computers and network
equipment), capitalised intangible development costs of the legacy Schneider business and software
or other intellectual property purchased which support the development of the Schneider Electric
Software Business’ own software products.

6.4

Working capital
The Schneider Electric Software Business funds its working capital needs via cash pooling
arrangements within the Schneider Electric Group. The Schneider Electric Software Business
provides annual, positive cash flow from its operations which can be seen in the combined statements
of cash flows set out in Part VIII (Historical Combined Financial Information of the Schneider
Electric Software Business).
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6.5

Contractual obligations
The table below sets out the Schneider Electric Software Business’ contractual obligations as at
31 March 2017, 31 March 2016 and 31 March 2015 and represents future minimum lease payments
under all non-cancellable operating leases with an initial term in excess of one year as follows:
Amounts to be Amounts to be Amounts to be
paid as at
paid as at
paid as at
31 March 2017 31 March 2016 31 March 2015
––––––––––––– ––––––––––––– –––––––––––––
(US$ millions)
No later than one year
After one year but not more than five years
Later than five years

7.2
12.4
–
––––––––
19.6

Total
7.

––––––––

7.8
18.5
1.2
––––––––
27.6

––––––––

5.6
14.6
2.4
––––––––
22.6

––––––––

Quantitative and Qualitative Disclosure about Financial Risk

The following discussion should be read in conjunction with the combined financial information for the
financial years ended 31 March 2017, 31 March 2016 and 31 March 2015 contained elsewhere in this
document.
7.1

Currency risk
Transaction exposure
Currency transaction exposure arises when businesses face revenue or costs in a currency other than
their own. The incidence of this risk varies across the Schneider Electric Software Business and is
subject to change. However, the majority of revenue and costs will usually be in the functional
currency of the business undertaking the transaction. As the majority of the Schneider Electric
Software Business’ revenue and costs are in US dollars, it does not hedge this transaction exposure.
For each of the financial years ended 31 March 2017, 31 March 2016 and 31 March 2017, foreign
currency derivatives were used in respect of Telvent to hedge the currency risk associated with foreign
currency transactions. Such instruments hedge operating receivables and payables carried in the
balance sheet. Telvent does not apply hedge accounting. At year end, the hedging derivatives are
marked to market and gains or losses are recognised in the income statement as net financial
income/(loss), offsetting the gains or losses resulting from the translation at end-of-year rates of
foreign currency payables and receivables, in accordance with IAS 21 – The Effects of Changes in
Foreign Exchange Rates.
Future cash flows hedge was in place for Telvent during the financial years ended 31 March 2016 and
31 March 2015, including recurring future transactions, intra-group foreign currency loans or planned
acquisitions or disposals of investments. In accordance with IAS 39, these are treated as cash flow
hedges. These hedging instruments are recognised in the balance sheet and are measured at fair value
at the end of the year. The portion of the gain or loss on the hedging instrument that is determined to
be an effective hedge is accumulated in invested equity, under Other comprehensive income, and then
recognized in the income statement when the hedged item affects profit or loss. The ineffective
portion of the gain or loss on the hedging instrument is recognized in the income statement as Net
financial income/(loss).
Translation exposure
The majority of the Schneider Electric Software Business’ operating capital is denominated in
US dollars. As a consequence, changes in exchange rates do not significantly affect net asset values
and reported results.
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7.2

Credit risk
The Schneider Electric Software Business is exposed to risk if a counterparty to a financial instrument
fails to meet its contractual obligations. Such a risk arises principally in relation to receivables due
from customers and cash deposited with banks or other financial institutions.
The Schneider Electric Software Business monitors the identity of the external counterparties with
whom it deposits cash and transacts other financial instruments so as to control exposure to any
territory or institution. Risk is assessed using ratings from major credit rating agencies.
Based on past experience, management believes that there is no significant credit risk associated with
receivables that are neither past due nor impaired. The Schneider Electric Software Business trades
only with recognised, creditworthy third parties, and performs credit verification procedures on all
major customers. Receivable balances, including unbilled receivables reported as amounts due from
contract customers, are monitored on an ongoing basis.

7.3

Liquidity risk
Liquidity risk is the risk that the Schneider Electric Software Business will encounter difficulty in
meeting its financial obligations as they fall due.
Operating within the strict controls of Schneider Electric’s treasury policy, the treasury department
manages this risk, ensuring that sufficient funding and liquidity is available to meet the expected needs
of the Schneider Electric Software Business together with a prudent level of headroom to allow for
cash flow and bank guarantee variability.
Liquidity management is centralised through cash pooling arrangements and inter-company funding
structures, under the control of the treasury department. Standard business practices include the strict
application of credit control procedures to ensure the collection of cash from customers in accordance
with agreed credit periods and terms that result in positive cash flows over the life of a construction
or long-term service provision contract whenever possible.
The following table summarises the maturity profile of the Schneider Electric Software Business
financial liabilities based on contractual undiscounted payments as at 31 March 2017:

Non-derivative financial liabilities
Provisions(1)
Trade and other payables(2)
Total Financial Liabilities

Less than
one year

More than
one year
(US$ millions)

(4.4)
(141.7)
––––––––
(146.1)

–
–
––––––––
–

––––––––

––––––––

(2.3)
––––––––
(2.3)

(0.1)
––––––––
(0.1)

(2.4)
––––––––
(2.4)

––––––––

Derivative financial liabilities
Derivative financial liabililities
Total Financial Liabilities

––––––––

––––––––

Total

(4.4)
(141.7)
––––––––
(146.1)

––––––––

Notes:
(1) Provisions consist primarily of Restructuring (US$0.9 million), Warranty (US$0.7 million), Legal (US$2.2 million) and
Other (US$0.7 million).
(2) Trade and other payables consists primarily of Trade payables (US$46.8 million), Other payables (US$84.5 million)
(primarily comprised of customer advance) and Income tax payables (US$10.5 million).

7.4

Significant accounting policies
Please refer to Note 2 to the Schneider Electric Software Business Combined Financial Information
contained in Section B of Part VIII (Historical Combined Financial Information of the Schneider
Electric Software Business) of this document for a summary of significant accounting policies of
Schneider Electric Software Business for the financial years ended 31 March 2017, 31 March 2016
and 31 March 2015.
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PART VIII
HISTORICAL COmbIned FInAnCIAL InFORmATIOn OF THe
SCHneIdeR eLeCTRIC SOFTWARe bUSIneSS
SeCTIOn A: ACCOUnTAnT’S RePORT On THe HISTORICAL COmbIned FInAnCIAL
InFORmATIOn OF THe SCHneIdeR eLeCTRIC SOFTWARe bUSIneSS
The Directors and Proposed Directors
AVEVA Group plc
High Cross
Madingley Road
Cambridge
CB3 0HB
United Kingdom
5 September 2017
Dear Sirs
Schneider electric Software business
We report on the financial information of the Schneider Electric Software Business which comprises the
combined Statements of Income, Statements of Comprehensive Income, Statements of Financial Position,
Statements of Changes in Equity and Statements of Cash Flows for the years ended 31 March 2015, 2016
and 2017 (the “Financial Information”). This financial information has been prepared for inclusion in
section A2 of Part VIII (Historical Combined Financial Information of the Schneider Electric Software
Business) of the class 1 circular and prospectus relating to the proposed combination with the Schneider
Electric Software Business by AVEVA Group plc dated 5 September 2017 (the “document”) resulting in a
reverse takeover of AVEVA Group plc under IFRS on the basis of the accounting policies set out in Note 1
– Basis of Preparation and Note 2 – Significant Accounting Policies. This report is required by Listing Rule
13.5.21 and item 20.1 of Annex I to Commission Regulation (EC) 809/2004 and is given for the purpose of
complying with that rule and item and for no other purpose.
Save for any responsibility which we may have to those persons to whom this report is expressly addressed
and which we may have to ordinary shareholders as a result of the inclusion of this report in the Document
and any responsibility arising under Prospectus Rule 5.5.3R(2)(f) to any person as and to the extent there
provided to the fullest extent permitted by law, we do not assume any responsibility and will not accept any
liability to any other person for any loss suffered by any such other person as a result of, arising out of, or
in connection with this report or our statement, required by and given solely for the purposes of complying
with Listing Rule 13.4.1R(6) or for purposes of complying with item 23.1 of Annex I to Commission
Regulation (EC) 809/2004, consenting to its inclusion in the class 1 circular and prospectus respectively.
Responsibilities
The Directors and Proposed Directors of AVEVA Group plc are responsible for preparing the Financial
Information in accordance with International Financial Reporting Standards as adopted by the European
Union and in a form that is consistent with the accounting policies of AVEVA Group plc.
It is our responsibility to form an opinion on the Financial Information and to report our opinion to you.
basis of opinion
We conducted our work in accordance with Standards for Investment Reporting issued by the Auditing
Practices Board in the United Kingdom. Our work included an assessment of evidence relevant to the
amounts and disclosures in the Financial Information. It also included an assessment of significant estimates
and judgments made by those responsible for the preparation of the Financial Information and whether the
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accounting policies are appropriate to the entity’s circumstances, consistently applied and adequately
disclosed.
We planned and performed our work so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
Financial Information is free from material misstatement whether caused by fraud or other irregularity or
error.
Our work has not been carried out in accordance with auditing or other standards and practices generally
accepted in other jurisdictions and accordingly should not be relied upon as if it had been carried out in
accordance with those standards and practices.
Opinion
In our opinion, the Financial Information gives, for the purposes of the Document dated 5 September 2017,
a true and fair view of the state of affairs of Schneider Electric Software Business as at the dates stated and
of its profits, cash flows and recognised changes in equity for the periods then ended in accordance with
International Financial Reporting Standards as adopted by the European Union.
declaration
For the purposes of Prospectus Rule 5.5.3R(2)(f) we are responsible for this report as part of the prospectus
and declare that we have taken all reasonable care to ensure that the information contained in this report is,
to the best of our knowledge, in accordance with the facts and contains no omission likely to affect its import.
This declaration is included in the prospectus in compliance with item 1.2 of Annex I to Commission
Regulation (EC) 809/2004.
Yours faithfully

ERNST & YOUNG Audit
Jean-Yves Jégourel
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SeCTIOn b: COmbIned FInAnCIAL InFORmATIOn OF THe SCHneIdeR eLeCTRIC
SOFTWARe bUSIneSS
Combined Statements of Income
(Amounts in millions of USD unless otherwise stated)

3

Revenue
Cost of sales
Gross profit
Research and development
Selling, general and administrative expenses

4
4

Total operating expenses
ebITA adjusted*
Other operating income and expenses
Restructuring costs

4

ebITA**
Amortisation of identifiable intangible assets

9

Operating income
Net financial income

6

Profit before tax
Income tax expense

7

net income

Year ended
march 31,
2017
––––––––
565.9
(196.6)
––––––––
369.2
(96.4)
(156.4)
––––––––
(252.8)
––––––––
116.4
––––––––
(2.4)
(4.5)
––––––––
109.4
(44.9)
––––––––
64.5
2.7
––––––––
67.2
(17.0)
––––––––
50.2

––––––––

Year ended
march 31,
2016
––––––––
601.0
(230.7)
––––––––
370.3
(91.7)
(142.9)
––––––––
(234.6)
––––––––
135.7
––––––––
(5.7)
(2.2)
––––––––
127.8
(47.1)
––––––––
80.7
(1.6)
––––––––
79.1
(20.5)
––––––––
58.6

––––––––

Year ended
march 31,
2015
––––––––
601.0
(238.4)
––––––––
362.5
(85.3)
(151.7)
––––––––
(236.9)
––––––––
125.6
––––––––
(7.8)
(0.6)
––––––––
117.2
(46.1)
––––––––
71.1
(2.4)
––––––––
68.7
(13.6)
––––––––
55.1

––––––––

*

Operating profit before amortisation of identifiable intangible assets, goodwill impairment, restructuring costs and other
operating income and expenses

**

Operating profit before amortisation and impairment of identifiable intangible assets and before goodwill impairment

The accompanying notes are an integral part of the Combined Financial Information
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Combined Statements of Comprehensive Income
(Amounts in millions of USD unless otherwise stated)

Net income for the period
Currency translation adjustments
Other comprehensive (loss)/income for the year, net of
tax, to be reclassified
Total comprehensive income (loss) for the period

march 31,
2017
––––––––
50.2
(3.0)
––––––––

march 31,
2016
––––––––
58.6
7.9
––––––––

march 31,
2015
––––––––
55.1
0.9
––––––––

(3.0)
––––––––
47.2

7.9
––––––––
66.5

0.9
––––––––
56.0

––––––––

––––––––

––––––––

Note: the tax impact is nil as none of the non-USD operations are planned to be disposed of in the
foreseeable futures
The accompanying notes are an integral part of the Combined Financial Information
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Combined Statements of Financial Position
(Amounts in millions of USD unless otherwise stated)

ASSeTS
non-Current assets:
Goodwill
Intangible assets
Property, plant and equipment
Financial assets
Deferred tax assets
Total non-current assets
Inventory
Trade and other receivables
Unbilled contract revenue
Other current assets
Other receivables with related parties
Cash and cash equivalents

march 31,
2017
––––––––

march 31,
2016
––––––––

march 31,
2015
––––––––

April 1,
2014
––––––––

53.0
248.7
10.8
1.9
2.6
––––––––
316.9
11.3
175.1
52.0
11.3
37.9
28.0
––––––––
315.7
––––––––
632.6

43.9
288.7
10.6
2.1
–
––––––––
345.3
6.9
158.7
47.6
18.0
95.5
16.4
––––––––
343.0
––––––––
688.3

43.9
336.6
11.4
1.4
–
––––––––
393.3
7.8
129.2
41.4
20.3
112.9
15.3
––––––––
326.9
––––––––
720.1

–
372.0
11.8
0.8
0.5
––––––––
385.1
5.9
119.7
55.2
19.3
48.2
17.5
––––––––
265.8
––––––––
650.9

19

208.9
5.9
––––––––
214.7

287.0
8.9
––––––––
295.9

349.2
1.0
––––––––
350.3

256.5
0.2
––––––––
256.6

17
18
12

4.4
2.4
6.4
75.9
––––––––
89.1

4.0
4.2
5.6
97.6
––––––––
111.3

4.1
2.3
4.7
119.8
––––––––
131.0

0.9
2.4
5.0
139.0
––––––––
147.3

16

141.7

121.3

77.8

95.7

27
16

104.1
83.0
––––––––
328.8

107.3
52.4
––––––––
281.1

111.3
49.8
––––––––
238.9

99.4
51.8
––––––––
246.9

632.6

688.3

720.1

650.9

8
9
10
12
13
11

23
15

Total current assets
TOTAL ASSeTS
LIAbILITIeS And InVeSTed eQUITY
Invested equity
Other comprehensive income

–––––––– –––––––– –––––––– ––––––––

Total invested equity
Provisions
Financial liabilities
Pension liabilities
Deferred tax liabilities
Total non-current liabilities
Current liabilities:
Trade and other payables
Contract payments on account & other
contract liabilities
Other current liabilities
Total current liabilities

–––––––– –––––––– –––––––– ––––––––
–––––––– –––––––– –––––––– ––––––––

TOTAL LIAbILITIeS And InVeSTed
eQUITY

The accompanying notes are an integral part of the Combined Financial Information
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Combined Statements of Changes in equity
(Amounts in millions of USD unless otherwise stated)

Invested equity
––––––––––––––
As of April 1, 2014
256.5
––––––––
Net income for the year
55.1
Currency translation adjustments
(15.8)
Net transfer from Schneider Electric
53.4
––––––––
As of march 31, 2015
349.2
––––––––
Net income for the year
58.6
Currency translation adjustments
(2.9)
Impact of legal reorganisations of carved out entities
(118.0)
––––––––
As of march 31, 2016
287.0
––––––––
Net income for the year
50.2
Currency translation adjustments
15.7
Capital increase in cash by SE to combined entities
18.9
Dividends
(40.9)
Impact of legal reorganisations of carved out entities
(122.2)
––––––––
As of march 31, 2017
208.9

––––––––

Other
elements of
Comprehensive Total Invested
Income
equity
––––––––––––– ––––––––––––
0.2
256.6
––––––––
––––––––
–
55.1
0.9
(14.9)
–
53.4
––––––––
––––––––
1.0
350.3
––––––––
––––––––
–
58.6
7.9
4.9
–
(118.0)
––––––––
––––––––
8.9
295.9
––––––––
––––––––
–
50.2
(3.0)
12.7
–
18.9
–
(40.9)
–
(122.2)
––––––––
––––––––
5.9
214.7

––––––––

––––––––

•

The net transfer from Schneider Electric in FY2015 consists in the impact of the contribution of Instep
acquired by Schneider Electric and transferred to Schneider Electric Software for US$53.4 million
(see Note 22).

•

Impact of legal reorganisations of carved-out entities in FY2016 and FY2017 reflect Schneider
Electric funding receivables retained by SE at the time of legal reorganisations of carve-out entities
and legal reorganisation realised by way of sale of assets.

•

A capital increase in cash by SE to combined entities was performed in Italy and Singapore in
FY2017, in the context of the transfer of the Software business to legal entities as part of the preclosing reorganisation.

•

In FY2017, dividends were distributed mainly by Schneider Electric Software LLC.
The accompanying notes are an integral part of the Combined Financial Information
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Combined Statements of Cash Flows
(Amounts in millions of USD unless otherwise stated)

Operating activities:
Net income
Depreciation & amortisation (excl. identifiable
intangible assets)
Amortisation of identifiable intangible assets
Net financial income
Income tax expense
Income tax paid
Other non-cash items included in net income
Change in working capital

9-10
6
7

net cash provided by operating activities
Investing activities:
Additions to tangible assets
Additions to intangible assets
Acquisition of businesses, net of cash acquired
Proceeds from disposal of assets

10
9
8, 9

net cash used in investing activities
Financing activities:
Change in funding with related parties
Net financial income
Capital increase in cash by SE to combined entities
Dividends paid
net cash (used in) provided by financing activities
Effect of exchange rate changes
net (decrease) increase in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

16

Year ended
march 31,
2017
––––––––

Year ended
march 31,
2016
––––––––

Year ended
march 31,
2015
––––––––

50.2

58.6

55.1

14.4
44.9
(1.3)
17.0
(7.4)
0.9
21.6
––––––––
140.3

14.8
47.1
0.3
20.5
(30.5)
(4.5)
18.4
––––––––
124.8

14.7
46.1
2.0
13.6
(2.9)
4.7
(14.7)
––––––––
118.7

(3.2)
(14.0)
(7.1)
–
––––––––
(24.3)

(4.5)
(14.5)
–
0.6
––––––––
(18.5)

(5.3)
(14.9)
1.2
–
––––––––
(19.0)

(79.1)
(0.2)
18.9
(40.9)
––––––––
(101.2)

(104.7)
0.9
–
–
––––––––
(103.7)

(95.1)
(2.4)
–
–
––––––––
(97.5)

(3.2)
––––––––
11.6
––––––––
16.4
––––––––
28.0

(1.5)
––––––––
1.0
––––––––
15.3
––––––––
16.4

(4.4)
––––––––
(2.2)
––––––––
17.5
––––––––
15.3

––––––––

––––––––

––––––––

The accompanying notes are an integral part of the Combined Financial Information
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nOTe 1 – bASIS OF PRePARATIOn
Schneider Electric SE (“Se” or the “Company”) is considering the carve-out of its software activities (the
“Schneider electric Software business”), comprising its historical software operations (“LOb5”), the
software operations “Invensys Software” of Invensys Group (“Invensys”) following the latter’s acquisition
by SE in January 2014, and the oil and gas operations of Telvent Group (“Telvent Software”) following the
acquisition of Telvent by SE in August 2011.
The carved-out Combined Financial Information has been prepared in accordance with International
Financial Reporting Standards (“IFRS”) as endorsed by the European Union, for the fiscal years ended
March 31, 2015, 2016 and 2017.
Schneider Electric Software Business did not previously prepare or report any combined financial
information or combined financial statements under IFRS nor under any previous complete set of accounting
principles and therefore no impact of transition to IFRS was materialised nor IFRS first-time adoption
disclosure is included.
The Historical Combined Financial Information as at March 31, 2017 has been prepared in accordance with
the Listing Rules under the responsibility of the Board of Directors of AVEVA Group plc on September 4,
2017 for inclusion in the Class 1 Circular in connection with the proposed combination with Schneider
Electric Software Business and the prospectus in connection with the re-admission of the ordinary shares of
AVEVA Group plc to be issued to SE in connection with the combination to the premium segment of the
Official List of the FCA submitted by AVEVA Group plc on September 5, 2017.
All entities within Schneider Electric Software Business (listed in Appendix – List of reporting entities and
their associated legal entities) are all under common control and wholly owned by SE as of March 31, 2017
and, as applicable, have been carved-out for inclusion in the combined financial statements as of and from
the date of their acquisition by SE.
These entities are solely focused on software activities, and more specifically on the development and sale
of licences, maintenance services and engineering services.
The former Invensys Software and Telvent O&G businesses primarily operate in the United States of
America. They provide customers with a broad range of solutions worldwide in visualisation and supervisory
control; process design, simulation and optimisation; real-time operations management and asset
management.
The main brands are Wonderware, SimSci and Avantis for Invensys Software, Aquis, Termis, Citect, Ampla
and ClearScada for LOB5 and ePLMS and OaSys for Telvent.
Schneider Electric Software Business entities are a combination of software legal entities in certain countries
and the software portion of other legal entities that also include non-software related businesses. The
software portion of these legal entities has been carved-out and included in this combined financial
information as described in this basis of preparation.
In the preparation of combined financial information, and accordingly in preparing the combined statement
of income, statement of comprehensive income and statement of cash flows, certain accounting conventions
commonly used for the preparation of historical combined financial information have been applied as further
described below.
For the purposes of the combined financial information, Schneider Electric Software Business has measured
its identifiable assets and liabilities at the carrying amount at which they would be included in each of the
combined entities, separate financial statements (whether resulting from a carve-out from a larger legal entity
or incorporated in a separate legal entity as a subsidiary), based on SE’s date of transition to IFRS as
endorsed by the EU on April 1, 2004.
Assets and liabilities of software operations carved-out from legal entities with other non-software
operations have been initially recorded through SE funding (expressed as amounts receivable from/payable
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to related parties) at their carrying value in the separate financial statements of the legal entity to which these
assets and liabilities belong to as described above.
Subsequently, the cash generated or consummated by such carved-out entities has been reflected as debit or
credit to SE funding and has been reflected accordingly in the cash flow statement in the line “change in
funding with related parties”.
Lastly, at the time of the legal reorganisation of each of these carved-out operations into a separate dedicated
legal entity/subsidiary, SE funding has been recorded as equity or current account with a related party (its
direct parent within SE) consistent in each case with the funding elected by SE and reflected in the Legal
Transfer Agreement or the Business Transfer Agreement to effect the legal reorganisation.
Identifiable intangible assets in the separate financial statements of the combined entities have been
measured at the amount they are reported by the entity in the entity’s accounting records in SE’s reporting
system and for external tax return purposes and would be reported if such entities were preparing separate
statutory financial statements under IFRS.
Identifiable assets and liabilities of software entities acquired by SE from unrelated parties during the periods
presented (e.g. Instep in FY2015) have been reflected as transfers of business under common control from
SE to Schneider Electric Software Business recorded through equity from the date of acquisition by SE at
their carrying values in the consolidated financial statements of SE as described above.
For defined benefit pension plans, the assets and obligations have been included in these combined financial
statements to the extent that Invensys Software is expected to be responsible for fulfilling these defined
benefit pension obligations.
For ClearScada in all periods presented and for HSO in FY2015 and FY2016, the statements of financial
position items included in the working capital of these Schneider Electric Software Business carved-out
operations, trade receivables and trade payable have been allocated on the basis of observable days of
sales/purchases data, taking into account specific contractual payment arrangements (e.g. advances) when
applicable and significant, and the resulting changes in working capital have been deemed to be funded
through SE group funding from the opening statement of financial position of the carved-out operations.
Some of the operations of Schneider Electric Software Business reflected in the combined financial
information have not existed as separate legal entities over the years presented. The revenues and costs of
these operations have been carved-out from the legal entities in which these operations are included using
historical information relating to Schneider Electric Software Business transactions included in the
accounting information systems and management reporting of SE. This applies for all periods presented to:
•

all carved-out revenues with the exception of the portion of Citect MES revenues which are derived
from services within the same Australian legal entity from which Citect MES is carved-out and that are
bundled with other goods and services when invoiced to external customers until the date of the legal
reorganisation (1st January 2017). This portion of Citect MES Software revenue has therefore been
measured based on revenues from related sales to external customers in which Citect MES services are
bundled, applying a mark-down based on a margin allocation between Citect MES Software and
non-Software operations and excluding any SE distribution margin attributable to Citect MES; and

•

direct costs included in Cost of sales (typically compensation expenses relating to employees working
for Schneider Electric Software Business) until the date of the legal reorganisation.

Direct and indirect costs reflected in the combined financial statements include costs that were charged to
Schneider Electric Software Business by SE related to the operations of Schneider Electric Software
Business. Indirect costs relate to certain support functions that are provided on a centralised basis within SE
and SE shared service center locations. Due to the integration of Invensys and for management reasons, the
normative system of indirect costs recharge from SE to Schneider Electric Software Business has been put
in place from 1st January 2016, thus resulting in an increase of costs by approximately US$12 million in
FY2017.
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For all carved-out operations, other indirect costs incurred have been allocated using reasonable and
consistent conventions based on the type of costs involved to provide the fairest approximation of the cost
of services received based on amounts actually attributable to the carved-out Schneider Electric Software
Business operations.
Direct and indirect costs charged to Schneider Electric Software Business by SE are recorded as amounts
payable to related parties.
As certain expenses reflected in the combined financial information are recharges from SE, the combined
financial information may not be indicative of the financial position, results of operations and cash flows that
would have been presented if Schneider Electric Software Business had been a standalone entity. Therefore
the combined financial information may not necessarily be indicative of the future financial position, results
of operations and cash flows of Schneider Electric Software Business.
Cash management is performed at a global level by SE. The financing position and financing costs of
Schneider Electric Software Business included in the combined financial information may not be indicative
of the financial position, results of operations and cash flows that would have been presented if Schneider
Electric Software Business had been a standalone entity.
Current income tax, other than taxes owed directly to tax jurisdiction (i.e. for combined entities that are not
a separate tax entity of their own but are included or consolidated in a larger tax entity), was deemed to have
been settled by or to SE and recorded against SE funding when income tax profits/deficits continue to belong
to the combined entity under applicable tax law or contract with their tax parent, in the year the related
income tax was recorded. The current income tax charge and position included in the combined financial
information may not be indicative of the financial position, results of operation and cash flows that would
have been presented if Schneider Electric Software Business had been a standalone entity.
Schneider Electric Software Business has not in the past formed a separate legal group, and therefore it is
not meaningful to reflect any share capital for Schneider Electric Software Business. Schneider Electric
Software Business’ invested equity represents the sum of cumulative net capital invested by SE, accumulated
earnings of Schneider Electric Software Business and other elements of comprehensive income.
The carved-out combined financial statements have been prepared on the assumption that Schneider Electric
Software Business is a going concern, meaning it will continue its operations in the foreseeable future and
will be able to realise assets and discharge liabilities in the normal course of its operations.
The Combined Financial Statements are presented in US Dollars (US$). All values are presented in millions
(US$ million) rounded to one decimal place except where otherwise indicated. Amounts may not add to
totals due to this rounding.
nOTe 2 – SIGnIFICAnT ACCOUnTInG POLICIeS
The Schneider Electric Software Business Combined Financial Statements have been prepared in
compliance with IFRS as endorsed in the European Union. The Combined Financial Statements have been
prepared according to the historical cost principle, with the exception of certain assets and liabilities as
detailed below. Amounts in the Combined Financial Statements are presented in US Dollars and have been
rounded to the nearest million. A summary of the significant accounting policies used in the preparation of
these Combined Financial Statements is presented below.
(a)

Principles of combination

The Combined Financial Statements include all reporting units related to Schneider Electric Software
Business, as described in Note 1. All significant intragroup balances and transactions within Schneider
Electric Software have been eliminated. All significant intercompany balances and transactions between
Schneider Electric Software Business and other Schneider Electric reporting units outside Schneider Electric
Software Business have not been eliminated, but are disclosed as balances and transactions with related
parties as if Schneider Electric Software Business had been a standalone entity throughout the periods
presented (see Note 1).
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(b)

Critical accounting estimates and judgements

Recognition of revenue and profits
note
––––––––––––––

Judgement and estimates
Key Assumptions
––––––––––––––––––––––––– –––––––––––––––––––––––––––––––––––––––––––

Note 3

Recognition of revenue

A contract which requires significant production,
modification, customisation or integration of software
is accounted for as a long-term service contract. Profit
attributable to contract activity is recognised if the
final outcome of such contracts can be reliably
assessed.
Income from long-term contracts is recognized using
the percentage-of-completion method, based either on
the percentage of costs incurred in relation to total
estimated costs of the entire contract, or on the
contract’s technical milestones, notably proof of
installation or delivery of equipment.

Note 9

Development costs

Expected future cash generation of new products
Expected period of benefits

Note 17

Provisions and contingent
liabilities

Probability of future events
Estimates the amount and timing of future cash
outflows arising from the liabilities

Note 18

Pension and post-retirement
benefits

Discount rates
Expected rates of return on assets
Future salary increases
Mortality rates
Future pension increases

(c)

Cash and cash equivalents

Cash and cash equivalents includes cash in hand, call deposits and other short-term, highly liquid
investments with original maturities of three months or less, that are readily convertible to known amounts
of cash and which are subject to an insignificant risk of changes in value.
Cash and short-term deposits at the balance sheet date are offset against loans and overdrafts where formal
rights of set-off exist and there is an intention to settle on a net basis.
(d)

Foreign currency translation

The Historical Combined Financial Statements have been presented in US Dollars. The financial statements
for each reporting unit of Schneider Electric Software Business are prepared using their functional currency.
The functional currency is the currency of the primary economic environment in which that reporting unit
operates.
Transactions in foreign currencies are translated at the exchange rate ruling at the dates of the transactions.
Related receivable and payable outstanding at year-end are remeasured at the exchange rate ruling on the
closing date with related foreign exchange gain or loss recognized in income.
Assets and liabilities of foreign currency reporting units are translated at the exchange rates ruling at the
balance sheet date and income statements are retranslated at the average exchange rate of the period as an
estimate of the exchange rates prevailing at the dates of the transactions. Exchange differences arising from
translation for consolidation are recognised in other comprehensive income.
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(e)

Property, plant and equipment

Items of property, plant and equipment are carried at cost less accumulated depreciation and accumulated
impairment losses. The cost of property, plant and equipment comprises purchase price and directly
attributable costs.
Items of property, plant and equipment are depreciated to their residual values on a straight-line basis over
their estimated useful lives at the following rates applied to original cost:

Leasehold properties
Plant, machinery and equipment

estimated useful lives
––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
Over the period of the lease
3 to 17 years

Useful lives and residual values are examined on an annual basis and adjustments, where applicable, are
made on a prospective basis.
(f)

Leased assets

Assets held under finance leases are capitalised and included in property, plant and equipment at fair value
or, if lower, the present value of the minimum lease payments. Capitalised leased assets are subsequently
depreciated over the shorter of the lease term or the asset’s useful life. Obligations related to finance leases,
net of finance charges in respect of future periods, are included as appropriate within liabilities. Lease
payments are apportioned between the finance charges and reduction of the lease liability so as to achieve a
constant rate of interest on the remaining balance of the liability. Finance expenses are charged directly
against income.
Other leases are classified as operating leases. Lease payments, including any premium paid at the outset of
the lease, made under operating leases are recognised as an expense over the lease term on a straight-line
basis.
The determination of whether an arrangement is, or contains, a lease is based on the substance of the
arrangement at its inception date and an assessment of whether the fulfilment of the arrangement is
dependent on the use of a specific asset, or assets, or the arrangement conveys a right to use the asset.
A reassessment is made after inception of the lease only if one of the following applies:
(1)

there is a change in contractual terms, other than a renewal or extension of the arrangement;

(2)

a renewal option is exercised or extension granted, unless the term of the renewal or extension was
initially included in the lease term;

(3)

there is a change in the determination of whether fulfilment is dependent on a specified asset;

(4)

there is a substantial change to the asset.

Where a reassessment is made, lease accounting commences or ceases from the date when the change in
circumstance gave rise to the reassessment for scenarios (1), (2), or (4) and at the date of renewal period for
scenario (2).
(g)

Goodwill

On a business combination the identifiable net assets are assessed and adjustments are made to bring the
accounting policies of the business acquired into alignment with those of the Schneider Electric Software
Business. The excess of the aggregate of the acquisition date fair value of consideration transferred and the
amount recognised for any non-controlling interest in the acquiree over the identifiable net assets acquired
is included in intangible assets as goodwill.
Any costs of integrating the acquired business are taken to the combined statement of income.
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Goodwill is not amortised but is tested for impairment annually, or more frequently if events or changes in
circumstances indicate that the carrying value may be impaired, and it is subsequently carried at cost less
accumulated impairment losses. The Schneider Electric Software Business’ policy on testing assets for
impairment is set out under “Impairment of non-financial assets” in note (i).
Gains and losses on the disposal of a business include the carrying amount of goodwill relating to the
business sold.
(h)

Other intangible assets

Other intangible assets are carried at cost less accumulated amortisation and accumulated impairment losses.
The cost of intangible assets acquired in a business combination is the fair value at acquisition date. The cost
of separately acquired intangible assets, including computer software, comprises the purchase price and any
directly attributable costs of preparing the asset for use. Amortisation begins when an asset is available for
use and is calculated on a straight-line basis to allocate the cost less residual value of assets over their
estimated useful lives using the following annual rates or useful lives:

Development costs
Computer software costs
Concessions, patents, licences and trademarks
Customer-related intangible assets

estimated useful lives
––––––––––––––––––––––––––––––––––––––––––––––
3 to 5 years
3 to 7 years
Over the period of the agreement
6 to 8 years

Useful lives are examined on an annual basis and adjustments, where applicable, are made on a prospective
basis. No intangible assets other than goodwill are considered to have indefinite useful lives.
Expenditure incurred on development projects is capitalised as an intangible asset if it meets the recognition
criteria set out in IAS 38, Intangible Assets. This standard requires that it is probable that the expenditure
will generate future economic benefits and can be measured reliably. To meet these criteria, it is necessary
to be able to demonstrate, among other things, the technical feasibility of completing the intangible asset so
that it will be available for use or sale.
Costs incurred in the preliminary stage of a development project are considered to be research costs, and are
recognised as an expense in the combined statement of income as incurred. These costs are incurred to
determine the product concepts and alternatives, evaluate the alternatives and related risks, assess the
technical feasibility of concepts, make the final selection from the possible alternatives and prepare the high
level design and project planning. The costs incurred in the following development stage for substantially
new or improved products are assessed against the IAS 38 criteria and considered for recognition as an asset
when they meet those criteria. These costs are generally incurred in developing the detailed product design,
software configuration and software interfaces; the coding of software, building of prototypes and integration
of the software with hardware; testing and releasing of the product to manufacture and pilot production.
Development expenditure directed towards incremental improvements in existing products does not qualify
for recognition as an intangible asset.
Generally the costs of developing software products that are sold in packaged form and not integrated and
sold with hardware are not recognised as intangible assets. The uncertainties associated with the
functionality of these products mean that technical feasibility is achieved only immediately prior to or after
field trial tests at customer sites.
An intangible asset acquired in a business combination is recognised separately from the goodwill arising on
the business combination if the asset’s fair value can be measured reliably, regardless of whether the asset
had been recognised previously by the acquiree.
(i)

Impairment of non-financial assets

At each reporting date, Schneider Electric Software Business assesses whether there is any indication that
any non-financial asset (excluding goodwill) may be impaired.
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Goodwill is tested for impairment annually whether or not there is any indication of impairment. If there is
an indication of impairment, Schneider Electric Software Business makes an estimate of the asset’s
recoverable amount. Where the carrying amount of an asset exceeds its recoverable amount the asset is
written down to its recoverable amount and an impairment loss is recognised in the combined statement of
income.
An asset’s recoverable amount is the higher of its fair value less costs to sell and its value in use and is
determined for an individual asset. If the asset does not generate cash inflows that are largely independent
of those from other assets or groups of assets the recoverable amount of the cash generating unit (“CGU”)
to which the asset belongs is determined.
The calculation of an asset’s value in use uses a discount rate that reflects the asset specific risks and the time
value of money.
The impairment tests of goodwill are performed at the level of the CGU / group of CGU to which the asset
belongs. A cash-generating unit is the smallest group of assets that generates cash inflows that are largely
independent of the cash flows from other assets or groups of assets. Schneider Electric Software Business’
CGUs are as follows:
•

Design, Simulation and Optimisation;

•

Trading, Planning and Scheduling;

•

Operations, Information and Asset Management;

•

HMI Supervisory and Controls; and

•

Operations and Optimisation focusing mainly on supply chain optimisation and industrial control
solutions.

Goodwill is allocated when initially recognised. The allocation to CGUs is performed on the same basis as
used by Schneider Electric Software Business’ management to monitor operations and assess synergies
deriving from acquisitions.
Where the tested CGU comprises goodwill, any impairment losses are deducted firstly from goodwill and
subsequently from any other assets.
(j)

Revenue

The Schneider Electric Software Business’ primary sources of revenue are the supply of:
•

Software products and licences;

•

Support and maintenance; and

•

Engineering services.

The Schneider Electric Software Business provides integrated process design and optimisation software
solutions designed mainly for process industries. These process design software products are licenced to
customers, together with maintenance agreements, primarily on a term basis. Extended payment options are
offered for term licence agreements that generally require annual payments. Customers are provided with
technical support, access to software fixes and updates, and the right to certain new unspecified future
software products and updates that may be introduced.
Revenue comprises the invoiced value of goods and services supplied by Invensys Software net of sales
taxes. Discounts given to customers against list prices, such as trade or volume discounts, are deducted in
arriving at the value of revenue. Settlement discounts are reported as an expense in the income statement.
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Recognition of revenue
(a)

Software products and licences
Revenue from the sale of product and licences is recognised when a signed contract exists, delivery
to the customer has occurred, no significant vendor obligations remain, the fee is fixed or
determinable, and collection of the sales proceeds is considered probable.
Revenue is recognised on software sales made via a distributor or systems integrator when there is an
agreement in place between Invensys Software and the distributor or systems integrator.
Income from long-term contracts is recognized using the percentage-of-completion method, based
either on the percentage of costs incurred in relation to total estimated costs of the entire contract, or
on the contract’s technical milestones, notably proof of installation or delivery of equipment. Losses
at completion for a given contract are provided for in full as soon as they become probable. The cost
of work-in-process includes direct and indirect costs relating to the contracts.

(b)

Support and maintenance
Maintenance revenue (comprising updates, releases and versions and telephone assistance) is included
at its full economic value and is recognised rateably over the duration of the contract.

(c)

Engineering services
Revenue is recognised on the rendering of a service when the outcome of the transaction can be
estimated reliably. Revenue is recognised by reference to the stage of completion of the transaction
at the balance sheet date. This is normally determined by the proportion that contract costs incurred
to date bear to the estimated total contract costs, except where this would not be representative of the
stage of completion. If the nature of a particular contract means that costs incurred do not accurately
reflect the progress of contract activity, an alternative approach is used such as the achievement of
predetermined contract milestones.
Revenue on short-term one-off contracts is recognised when the service is complete.
For service contracts covering a specific period and providing services during that period as and when
required by the customer, revenue is recognised on a straight-line basis over the specified period
(unless there is evidence that some other method better represents the stage of completion).
When a transaction combines a supply of goods with the provision of a significant service, revenue
from the provision of the service is recognised separately from the revenue from the sale of goods by
reference to the stage of completion of the service unless the service is essential to the functionality
of the goods supplied, in which case the whole transaction is treated as a long-term service contract.
Revenue from a service that is incidental to the supply of goods is recognised at the same time as the
revenue from the supply of goods. A contract which requires significant production, modification,
customisation or integration of software is accounted for as a long-term service contract.

(k)

Inventories

Inventories are valued at the lower of cost and estimated net realisable value (defined as the estimated selling
price in the ordinary course of business less the estimated costs of completion and the estimated costs
necessary to make the sale). Provisions are made for obsolete and slow-moving items. Cost comprises the
cost of raw materials, determined on a first-in, first-out basis, and an appropriate proportion of labour and
manufacturing overheads based on normal operating capacity to reflect the costs incurred in bringing the
product to its present location and condition. Inventories comprise finished goods and work in progress.
(l)

Trade and Other receivables

Trade and other receivables are measured at amortised cost less any provision for impairment. Trade and
other receivables are discounted when the time value of money is considered material. Any change in their
value is recognised in the combined statement of income.
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Accounts receivable are stated, net of allowances for doubtful accounts and other provisions. The Schneider
Electric Software Business makes judgements as to its ability to collect outstanding receivables and
establishes the allowance for doubtful accounts based upon a combination of specific customer
circumstances, credit conditions and historical trends of write-offs.
(m)

Income taxes

The current tax payable is based on taxable profit for the year and any adjustment to tax payable in respect
of previous years. Taxable profit differs from profit reported in the combined statement of income as it
excludes items that are never taxable or deductible, or which are taxable or deductible in other years.
Schneider Electric Software Business’ current tax assets and liabilities are calculated using tax rates and tax
laws that have been enacted or substantively enacted at the balance sheet date.
Deferred income tax is accounted for using the balance sheet liability method, providing for temporary
differences between the carrying amounts of assets and liabilities in the financial statements and the
corresponding amounts used for taxation purposes. Deferred income tax assets are recognised to the extent
that it is probable that taxable profit will be available against which the asset can be utilised.
No deferred income tax asset or liability is recognised in respect of temporary differences associated with
investments in subsidiaries where Schneider Electric Software Business is able to control the timing of
reversal of the temporary differences and it is probable that the temporary differences will not reverse in the
foreseeable future. Such assets and liabilities are also not recognised if the temporary difference arises from
the initial recognition (other than in a business combination) of assets other than goodwill or liabilities in a
transaction that affects neither the taxable profit nor the accounting profit.
The carrying amount of deferred income tax assets is reviewed at each balance sheet date and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the
deferred income tax asset to be utilised. Unrecognised deferred income tax assets are reassessed at each
balance sheet date and are recognised to the extent that it is probable that sufficient taxable profit will be
available to allow all or part of the deferred income tax asset to be utilised.
Deferred income tax is measured at the tax rates that are expected to apply in the periods in which the asset
is realised or the liability is settled, based on tax rates and laws that have been enacted or substantively
enacted at the balance sheet date.
Deferred income tax assets and liabilities are offset only if a legally enforceable right exists to set off current
tax assets against current tax liabilities and they relate to income taxes levied by the same taxation authority
and Schneider Electric Software Business intends to settle its current tax assets and liabilities on a net basis.
(n)

Financial instruments

Debt instruments
All loans and borrowings are initially recognised at fair value of the consideration received less directly
attributable issuance costs.
After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised cost
using the effective interest rate method.
Gains and losses are recognised in the combined statement of income through the amortisation process and
when the liabilities are derecognised.
Derecognition of financial instruments
A financial asset or liability is generally derecognised when the contract that gives rise to it is settled, sold,
cancelled or expires.
Where an existing financial liability is replaced by another from the same lender on substantially different
terms, or the terms of an existing liability are substantially modified, such an exchange or modification is
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treated as a derecognition of the original liability and the recognition of a new liability, and the difference in
the respective carrying amounts is recognised in the combined statement of income.
Impairment of financial assets
At each reporting date, Schneider Electric Software Business assesses whether a financial asset or group of
financial assets is impaired.
Assets carried at amortised cost, such as loans and receivables, are impaired if there is objective evidence
that an impairment loss has been incurred. The loss is measured as the difference between the asset’s
carrying amount and the present value of estimated future cash flows (excluding future expected credit losses
that have not been incurred) discounted at the financial asset’s original effective interest rate (i.e. the effective
interest rate computed at initial recognition). The carrying amount of the asset is reduced through use of an
allowance account and the amount of the loss is recognised in the combined statement of income.
The assessment considers whether objective evidence of impairment exists individually for financial assets
that are individually significant, and individually or collectively for financial assets that are not individually
significant. If it is determined that no objective evidence of impairment exists for an individually assessed
financial asset, the asset is included in a group of financial assets with similar credit risk characteristics and
that group of financial assets is collectively assessed for impairment. Assets that are individually assessed
for impairment and for which an impairment loss is recognised are not included in a collective assessment
of impairment.
If the amount of a recognised impairment loss decreases in a subsequent period, and the decrease can be
related objectively to an event occurring after the impairment was recognised, the previously recognised
impairment loss is reversed. The reversal is recognised in the combined statement of income, to the extent
that the carrying value of the asset does not exceed its amortised cost at the reversal date.
For trade receivables, a provision for impairment is made when there is objective evidence (such as the
probability of insolvency or significant financial difficulties of the debtor) that Schneider Electric Software
Business will not be able to collect all of the amounts due under the original terms of the invoice. The
carrying amount of the receivable is reduced through use of an allowance account. Impaired debts are
derecognised when they are assessed as uncollectible.
(o)

Share-based payments

Prior to the acquisition of Invensys plc by Schneider Electric S.A. on January 17, 2014, Invensys plc
operated various equity-settled and cash-settled share schemes. Upon the acquisition, the Schneider Electric
Software Business has only cash-settled share-based payment schemes accounted for in accordance with
IFRS 2 and such as described in note 20.
(p)

Pension and post-retirement benefits

Defined benefit plans
The service cost of providing retirement benefits to employees during the year is charged to the income
statement of the year. The cost of providing benefits under the defined benefit plans is determined separately
for each plan using the projected unit credit actuarial valuation method. The full cost of providing
amendments to benefits in respect of past service that vest immediately is also charged to operating profit or
loss in the year. The expected return on the assets, of the schemes during the year, based on the market value
of scheme assets at the start of the financial year is included within net financial income in the combined
statement of income. This also includes a charge representing the expected increase in liabilities of the
schemes during the year, arising from the liabilities of the scheme being one year closer to payment.
Differences between actual and expected returns on assets during the year are recognised in the statement of
comprehensive income in the year, together with experience gains or losses arising on the scheme.
The value of any defined benefit asset recognised is restricted to the present value of any economic benefits
available in the form of refunds from the plan or reductions in the future contributions to the plans. When
the Schneider Electric Software Business is committed to making minimum funding payments to a defined
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benefit plan, and the present value of the agreed funding payment exceeds the liability in respect of the plan
as measured under IFRSs, a provision is recognised for any part of the resulting surplus that would not be
recoverable.
Defined contribution plans
For defined contribution schemes the amount charged to the combined statement of income in respect of the
pension costs is the contribution charge for the year. Differences between the contribution charge for the year
and contributions actually paid are shown either as accruals or prepayments in the combined statement of
financial position.
(q)

earnings per share

The Schneider Electric Software Business’ capital structure is not indicative of its prospective structure since
no direct ownership relationship exists among all the various reporting units comprising the Schneider
Electric Software Business. Accordingly, historical earnings per share have not been presented in the
Combined Financial Information.
(r)

new standards and interpretations applied and not applied

As at March 31, 2017, the Group decided not to early adopt those Standards, Amendments and
Interpretations that the European Union has not adopted yet, or that the European Union adopted but that
were not effective as of March 31, 2017, namely:
•

IFRS 9 – Financial Instruments – January 1, 2018

•

IFRS 15 – Revenue from Contracts with Customers – January 1, 2018

•

Annual Improvements to IFRSs 2014 – 2016 – January 1, 2018 or 2017

•

IAS 12 – Recognition of Deferred Tax Assets for Unrealized Losses – January 1, 2017

•

IFRIC 23 – Uncertainty over Income Tax Treatments – January 1, 2019

•

IFRS 16 – Leases – February 1, 2019

Schneider Electric Software Business is currently reviewing these Standards, Amendments, and
Interpretations to assess their potential impact on our consolidated financial statements.
nOTe 3 – OPeRATInG SeGmenT InFORmATIOn
1.

Operating and reportable segment

The business of the Schneider Electric Software Business reflected in the combined carved-out financial
statements has not been operated as an integrated business under the responsibility of a software dedicated
chief operating decision maker in charge of all software operations within SE over the periods presented nor
were discrete reporting data available for this business within SE.
As a consequence, for the periods presented, the Schneider Electric Software Business had no reporting
segments identifiable under IFRS 8 – Operating Segments.
2.

Revenue by revenue stream

The Schneider Electric Software Business does not have any external customer representing more than
10 per cent of its revenue for any of the financial years ended March 31, 2017, March 31, 2016, and
March 31, 2015.
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Breakdown of revenue by revenue stream is as follows:
Year ended march 31
—————————————————–
2017
2016
2015
––––––––
––––––––
––––––––
(US$ millions)
Revenue by revenue stream
Support
Licence
Services
Subscription
Other – intercompany items & minor adjustments

163.2
211.9
170.0
5.4
15.3
––––––––
565.9

Total revenues
3.

––––––––

162.7
233.5
195.4
–
9.4
––––––––
601.0

––––––––

156.2
258.5
204.2
–
(17.9)
––––––––
601.0

––––––––

Revenue by geography

Revenue from external clients (based on domicile of customers) is as follows:
Year ended march 31
—————————————————–
2017
2016
2015
––––––––
––––––––
––––––––
(US$ millions)
Revenue by geography
North America
Europe Middle East Africa
Asia Pacific
Latin America
Rest of World

279.9
148.0
91.0
27.8
19.1
––––––––
565.9

Total revenues

––––––––

281.4
160.4
98.7
38.4
22.1
––––––––
601.0

279.4
171.3
101.5
45.1
3.7
––––––––
601.0

––––––––

––––––––

Year ended
march 31,
2016
––––––––
(0.9)
(2.8)
–
(2.1)
––––––––
(5.7)

Year ended
march 31,
2015
––––––––
(1.0)
(3.5)
(2.9)
(0.4)
––––––––
(7.8)

nOTe 4: OTHeR OPeRATInG InCOme And eXPenSeS
Other operating income and expenses are detailed as follows:
Year ended
march 31,
2017
––––––––
(1.7)
(1.7)
–
0.9
––––––––
(2.4)

Share based payment
Acquisition costs
Transition costs*
Other
Total other operating income and expenses
*

––––––––

In connection with the acquisition of Invensys by Schneider Electric (January 17, 2014)

––––––––

––––––––

nOTe 5 – KeY mAnAGemenT COmPenSATIOn
The Schneider Electric Software Business defines its key management as the group formed by:
•

its President;

•

its Vice President in charge of finance;

•

its five Line of Business leaders (Telvent software activities are managed by the services and support
leader);
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•

the leaders of its four global business functions (sales and marketing; services and support; product
development; product management and business integration); and

•

the leaders of its four corporate and support functions (human resources; legal; information
technology; strategic alliances and business development).

The aggregate compensation of the Schneider Electric Software Business’ key management for the years
ended March 31, 2017, March 31, 2016 and March 31, 2015 (including total fixed and variable
compensation, short and long term benefits, and share-based payments), was as follows:

Short-term employee benefit
Share-based compensation
Total compensation and benefits

Year ended
march 31,
2017
––––––––
6.2
1.7
––––––––
7.9

Year ended
march 31,
2016
––––––––
5.6
0.9
––––––––
6.4

Year ended
march 31,
2015
––––––––
7.4
1.0
––––––––
8.4

Year ended
march 31,
2017
––––––––
1.0
2.1
(0.4)
––––––––
2.7

Year ended
march 31,
2016
––––––––
(1.1)
1.1
(1.6)
––––––––
(1.6)

Year ended
march 31,
2015
––––––––
–
1.0
(3.3)
––––––––
(2.4)

––––––––

––––––––

––––––––

nOTe 6: neT FInAnCIAL InCOme
The net financial income is detailed as follows:

Foreign exchange gains & losses*
Finance income
Finance expense
Total net financial income
*

––––––––

Including hedging instruments

––––––––

––––––––

nOTe 7: TAXATIOn
The income tax recognised within the combined statement of income is analysed as follows:
Year ended
march 31,
2017
––––––––
67.2
(38.6)
21.5
––––––––
(17.0)

Profit before tax
Current income tax charge
Deferred tax credit
Total Income tax charge

––––––––
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Year ended
march 31,
2016
––––––––
79.1
(42.7)
22.2
––––––––
(20.5)

––––––––

Year ended
march 31,
2015
––––––––
68.7
(37.8)
24.2
––––––––
(13.6)

––––––––

Tax proof:

Profit before tax
Theoretical tax rate
Theoretical income tax
Other permanent differences not recognised and tax rate
differences between countries
Total Income tax charge

Year ended
march 31,
2017
––––––––
67.2
35.0 %
(23.5)

Year ended
march 31,
2016
––––––––
79.1
35.0 %
(27.7)

Year ended
march 31,
2015
––––––––
68.7
35.0 %
(24.1)

6.5
––––––––
(17.0)

7.2
––––––––
(20.5)

10.5
––––––––
(13.6)

––––––––

––––––––

––––––––

nOTe 8: InTAnGIbLe ASSeTS – GOOdWILL
march 31,
2017
––––––––
43.9
9.1
–
––––––––
53.0

Goodwill, at opening
Acquisitions through business combinations
Currency translation adjustments
Goodwill, at closing

––––––––

march 31,
2016
––––––––
43.9
–
–
––––––––
43.9

––––––––

march 31,
2015
––––––––
–
43.9
–
––––––––
43.9

––––––––

Schneider Electric Software’s goodwill as at March 31, 2017 is related to the acquisitions of:
•

Instep (US$43.9 million), acquired on November 14, 2014;

•

MWPowerlab s.r.l., acquired on February 2, 2017. The total acquisition price amounts to US$9.1
million, of which US$7.1 million corresponds to the cash paid during the period.

Goodwill is tested annually for impairment, by comparing the recoverable amounts of the CGUs with their
carrying values. These recoverable amounts are determined from “value in use” calculations using cash flow
projects over a five-year period.
The key assumptions for the “value in use” calculations are:
•

revenue volumes;

•

revenue prices;

•

operating costs;

•

perpetual growth rate; and

•

discount rate.

Expected revenue volumes, revenue prices and operating costs are those in the most recent financial
operating plans approved by Schneider Electric management. The key assumptions underlying the forecasts
for the CGUs over the period of the operating plans are order growth, taking account of the level of historic
growth and expected future developments in markets and operations, and macroeconomic forecasts for the
territories and industries in which they operate.
Perpetual growth rates are applied to calculate the terminal values of the CGUs. These rates do not exceed
the average long-term growth rate for the relevant markets. A long-term discount rate is derived for the CGUs
by adjusting Schneider Electric’s weighted average cost of capital to reflect the relative level of risk
associated with the cash flow projections. The perpetual growth rate and long-term pre-tax discount rate used
for the year ended March 31, 2016 are 2.5 per cent and 10.6 per cent respectively.
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As of March 31, 2017, impairment test performed has not led to impairment loss being recognised as the
recoverable amount, remained in excess of the carrying value. With respect to the assessment of “value in
use” of all CGUs, management believes that no reasonable possible change in any of the above key
assumptions would cause the carrying value of those CGUs to exceed its recoverable amounts.
The sensitivity analysis shows that no impairment losses would be recognised in the following scenarios:
•

a 1.0 point decrease of growth rate;

•

a -0.5 point decrease of the gross margin rate;

•

a 0.5 point increase of discount rate; and

•

a 0.5 point decrease of discount rate.

nOTe 9: InTAnGIbLe ASSeTS – OTHeR
development
costs
––––––––
Intangible assets, net, as at April 1, 2014
226.6
––––––––
Additions
13.4
Acquisitions through business combinations
–
Amortisation expense
(38.5)
Currency translation adjustments
(6.5)
Intangible assets, net, as at march 31, 2015
194.9
Consisting of:
Gross balance
245.5
Accumulated amortisation
(50.6)
––––––––
Intangible assets, net, as at April 1, 2015
194.9
––––––––
Additions
11.6
Amortisation expense
(39.8)
Currency translation adjustments
(2.8)
Intangible assets, net, as at march 31, 2016
163.9
Consisting of:
Gross balance
254.3
Accumulated amortisation
(90.4)
––––––––
Intangible assets, net, as at April 1, 2016
163.9
––––––––
Additions
7.7
Acquisition of subsidiaries
–
Amortisation expense
(31.7)
Currency translation adjustments
(0.1)
Intangible assets, net, as at march 31, 2017
139.8
Consisting of:
Gross balance
264.0
Accumulated amortisation
(124.2)
––––––––
Intangible assets, net, as at April 1, 2017
139.8
––––––––

Computer
Customer
software relationships
––––––––
––––––––
–
105.4
––––––––
––––––––
1.5
–
9.2
2.8
(0.5)
(14.9)
(0.0)
(0.2)
10.2
93.1

Other
––––––––
40.0
––––––––
–
–
(1.6)
(0.1)
38.3

10.8
(0.6)
––––––––
10.2
––––––––
2.7
(1.2)
(0.1)
11.6

115.2
(22.1)
––––––––
93.1
––––––––
–
(15.1)
(1.1)
76.8

44.6
(6.2)
––––––––
38.3
––––––––
–
(1.6)
(0.4)
36.3

13.3
(1.7)
––––––––
11.6
––––––––
2.0
–
(3.0)
0.0
10.7

114.1
(37.3)
––––––––
76.8
––––––––
–
–
(12.7)
0.0
64.2

44.1
(7.8)
––––––––
36.3
––––––––
2.4
–
(4.7)
0.0
34.1

15.5
(4.9)
––––––––
10.7
––––––––

115.3
(51.2)
––––––––
64.2
––––––––

47.1
(13.0)
––––––––
34.1
––––––––

Total
––––––––
372.0
––––––––
14.9
12.0
(55.5)
(6.9)
336.6
–
416.1
(79.5)
––––––––
336.6
––––––––
14.2
(57.7)
(4.5)
288.7
–
425.8
(137.1)
––––––––
288.7
––––––––
12.1
–
(52.0)
(0.1)
248.7
–
441.9
(193.3)
––––––––
248.7
––––––––

The Development costs correspond mainly to Invensys Software technologies and Telvent capitalized
development costs, for US$118.1 million and US$22.9 million respectively as at March 31, 2017.
For further information on “acquisitions through business combinations and asset acquisitions”, please refer
to note 22 – Business Combination.
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nOTe 10: PROPeRTY, PLAnT And eQUIPmenT
The evolution of the Schneider Electric Software Business’ property, plant and equipment is as follow:

net balance as of April 1, 2014
Additions
Disposals
Acquisitions through business combinations
Depreciation expense
Transfers
Currency translation adjustments
net balance as of march 31, 2015
Consisting of:
Gross balance
Accumulated depreciation
net balance as of April 1, 2015
Additions
Disposals
Acquisitions through business combinations
Depreciation expense
Transfers
Currency translation adjustments
net balance as of march 31, 2016
Consisting of:
Gross balance
Accumulated depreciation
net balance as of April 1, 2016
Additions (net of disposals)*
Acquisitions through business combinations
Depreciation expense
Transfers
Currency translation adjustments
net balance as of march 31, 2017
Consisting of:
Gross balance
Accumulated depreciation
net balance as of April 1, 2017
*

Land and
building
––––––––
6.7
––––––––
1.0
–
–
(1.7)
–
(0.3)
5.6

Plant and
machinery
––––––––
1.4
––––––––
0.8
(0.0)
–
(0.9)
–
0.2
1.4

Computer
hardware
––––––––
3.8
––––––––
3.5
(0.0)
0.0
(2.8)
–
(0.2)
4.3

Total
––––––––
11.8
––––––––
5.3
(0.0)
0.0
(5.4)
–
(0.3)
11.4

9.0
(3.7)
––––––––
5.3
––––––––
0.3
–
–
(1.1)
–
(0.2)
4.3

5.2
(4.2)
––––––––
1.0
––––––––
1.4
–
–
(0.8)
–
0.0
1.6

18.1
(13.0)
––––––––
5.1
––––––––
2.1
(0.0)
–
(2.4)
–
(0.1)
4.7

32.3
(20.9)
––––––––
11.4
––––––––
3.7
(0.0)
–
(4.2)
–
(0.3)
10.6

8.6
(4.3)
––––––––
4.3
––––––––
0.7
–
(0.8)
(0.1)
0.0
4.0

6.5
(5.0)
––––––––
1.6
––––––––
0.7
–
(0.1)
(0.0)
0.0
2.1

19.3
(14.6)
––––––––
4.7
––––––––
2.1
–
(2.2)
(0.0)
0.0
4.6

34.4
(23.8)
––––––––
10.6
––––––––
3.4
–
(3.2)
(0.2)
0.0
10.7

8.8
(4.8)
––––––––
4.1
––––––––

7.2
(5.1)
––––––––
2.0
––––––––

21.3
(16.6)
––––––––
4.7
––––––––

37.3
(26.5)
––––––––
10.8
––––––––

Details of additions and disposals not available for Invensys
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nOTe 11 – TRAde And OTHeR ReCeIVAbLeS

Trade receivables – gross
Provision for bad debt
Shipped not billed revenue
Total trade receivables
Other receivables
Total trade and other receivables

march 31,
2017
––––––––
132.3
(2.6)
3.8
133.5

march 31,
2016
––––––––
113.8
(3.0)
3.5
114.3

march 31,
2015
––––––––
106.1
(2.2)
4.5
108.4

41.6
––––––––
175.1

44.3
––––––––
158.7

20.8
––––––––
129.2

––––––––

––––––––

––––––––

march 31,
2017
––––––––
9.2
2.3
1.4
4.8
––––––––
17.7
32.3
––––––––
50.0
––––––––
82.3
––––––––
132.3
––––––––
(2.6)
––––––––
129.7
––––––––
3.8
––––––––
133.5

march 31,
2016
––––––––
10.7
2.0
4.1
9.9
––––––––
26.7
11.7
––––––––
38.4
––––––––
75.3
––––––––
113.8
––––––––
(3.0)
––––––––
110.8
––––––––
3.5
––––––––
114.3

march 31,
2015
––––––––
5.7
0.9
2.9
6.3
––––––––
15.7
13.6
––––––––
29.3
––––––––
76.8
––––––––
106.1
––––––––
(2.2)
––––––––
103.9
––––––––
4.5
––––––––
108.4

march 31,
2017
––––––––
(3.0)
––––––––
(1.3)
0.3
1.5
–
(0.0)
––––––––
(2.6)

march 31,
2016
––––––––
(2.2)
––––––––
(0.9)
–
0.1
–
0.0
––––––––
(3.0)

march 31,
2015
––––––––
(0.7)
––––––––
(1.6)
–
0.1
–
0.1
––––––––
(2.2)

Trade receivables are recorded net of bad debt provision.
The analysis of the ageing of trade receivables is as follows:

121 days and over
91-120 days
61-90 days
31-60 days
Total over 31 days overdue
1-30 days
Total overdue
Current
Gross trade receivable
Bad debt provision
Total Account receivables
Shipped not billed revenue
Total Trade receivables

––––––––

––––––––

––––––––

The evolution of bad debt provision is as follows:

Provision, at opening
Additions
Reversals
Utilisations
Acquisition of subsidiaries
Currency translation adjustments
Provision, at closing

––––––––
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nOTe 12: deFeRRed InCOme TAX ASSeTS And LIAbILITIeS

Other
Total deferred tax assets

Intangible assets
Other
Total deferred tax liabilities

march 31,
2017
––––––––
2.6
––––––––
2.6

march 31,
2016
––––––––
–
––––––––
–

march 31,
2015
––––––––
–
––––––––
–

April 1,
2014
––––––––
0.5
––––––––
0.5

march 31,
2017
––––––––
(76.3)
0.4
––––––––
(75.9)

march 31,
2016
––––––––
(97.9)
0.3
––––––––
(97.6)

march 31,
2015
––––––––
(120.1)
0.2
––––––––
(119.8)

April 1,
2014
––––––––
(137.0)
(0.2)
––––––––
(139.0)

––––––––

––––––––

––––––––

––––––––

––––––––

––––––––

––––––––

––––––––

Deferred tax liabilities mainly relate to Identifiable intangible assets of Invensys Software.
The movements in the deferred tax liabilities are as follows:
march 31,
2017
––––––––
(97.6)
––––––––
–
21.5
0.1
––––––––
(75.9)

march 31,
2016
––––––––
(119.8)
––––––––
–
22.2
0.0
––––––––
(97.6)

march 31,
2015
––––––––
(139.0)
––––––––
(4.7)
24.2
(0.3)
––––––––
(119.8)

march 31,
2017
––––––––

march 31,
2016
––––––––

march 31,
2015
––––––––

April 1,
2014
––––––––

–
10.1
1.2
–
––––––––
11.3

0.3
4.1
2.5
0.0
––––––––
6.9

0.5
4.1
3.2
–
––––––––
7.8

0.3
–
5.6
–
––––––––
5.9

march 31,
2016
––––––––
(10.4)

march 31,
2015
––––––––
(9.4)

April 1,
2014
––––––––
(0.7)

deferred tax liabilities, at April 1
Acquisitions (note 22)
Credit to combined statement of income (note 7)
Currency translation adjustments
deferred tax liabilities, at march 31

––––––––

––––––––

––––––––

nOTe 13: InVenTORY

Gross value
Materials
Work in progress
Finished goods
Other
Total inventory

––––––––

march 31,
2017
––––––––
Cost of inventories recognised as an expense
(14.2)
Including:
Reversals of impairments in inventories
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nOTe 14 – FInAnCIAL RISK mAnAGemenT And FInAnCIAL InSTRUmenTS
Overview of treasury policy
The Schneider Electric Software Business manages its exposure to risks arising from its use of financial
instruments by the application of its policy. This treasury policy seeks to ensure that:
•

Appropriate financial resources are available for the maintenance and development of the business;

•

The financial risk of currency, interest rate and counterparty credit exposure is understood, measured
and managed appropriately;

•

The treasury department operates as a cost centre and that no speculative transactions are undertaken.

Currency risk
Transaction exposure
Currency transaction exposure arises when businesses face revenue or costs in a currency other than their
own. The incidence of this risk varies across Schneider Electric Software Business and is subject to change.
However, the majority of revenue and costs will usually be in the functional currency of the business
undertaking the transaction. As the majority of Schneider Electric Software Business’ revenue and costs are
in US dollars, it does not hedge this transaction exposure.
For each of the financial years ended 31 March 2017, 31 March 2016 and 31 March 2017, foreign currency
derivatives were used in respect of Telvent to hedge the currency risk associated with foreign currency
transactions. Such instruments hedge operating receivables and payables carried in the balance sheet. Telvent
does not apply hedge accounting. At year end, the hedging derivatives are marked to market and gains or
losses are recognised in the income statement as net financial income/(loss), offsetting the gains or losses
resulting from the translation at end-of-year rates of foreign currency payables and receivables, in
accordance with IAS 21 – The Effects of Changes in Foreign Exchange Rates.
Future cash flows hedge was in place for Telvent during the financial years ended 31 March 2016 and
31 March 2015, including recurring future transactions, intra-group foreign currency loans or planned
acquisitions or disposals of investments. In accordance with IAS 39, these are treated as cash flow hedges.
These hedging instruments are recognised in the balance sheet and are measured at fair value at the end of
the year. The portion of the gain or loss on the hedging instrument that is determined to be an effective hedge
is accumulated in invested equity, under Other comprehensive income, and then recognized in the income
statement when the hedged item affects profit or loss. The ineffective portion of the gain or loss on the
hedging instrument is recognized in the income statement as Net financial income/(loss).
Translation exposure
The majority of the Schneider Electric Software Business’ operating capital is denominated in US dollars.
As a consequence, changes in exchange rates do not significantly affect net asset values and reported results.
Liquidity risk
Liquidity risk is the risk that Schneider Electric Software Business will encounter difficulty in meeting its
financial obligations as they fall due.
Operating within the strict controls of Schneider Electric’s treasury policy, the treasury department manages
this risk, ensuring that sufficient funding and liquidity is available to meet the expected needs of Schneider
Electric Software Business together with a prudent level of headroom to allow for cash flow and bank
guarantee variability.
Liquidity management is centralised through cash pooling arrangements and inter-company funding
structures, under the control of the treasury department. Standard business practices include the strict
application of credit control procedures to ensure the collection of cash from customers in accordance with
agreed credit periods and terms that result in positive cash flows over the life of a construction or long-term
service provision contract whenever possible.
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The following table summarises the maturity profile of Schneider Electric Software Business financial
liabilities based on contractual undiscounted payments:
between 1 and
5 years
––––––––

> 5 years
––––––––

Total
––––––––

(4.1)
(77.8)
––––––––
(81.9)
––––––––

–
–
––––––––
–
––––––––

–
–
––––––––
–
––––––––

(4.1)
(77.8)
––––––––
(81.9)
––––––––

(1.9)
––––––––
(1.9)

(0.4)
––––––––
(0.4)

–
––––––––
–

(2.3)
––––––––
(2.3)

between 1 and
5 years
––––––––

> 5 years
––––––––

Total
––––––––

(4.0)
(121.3)
––––––––
(125.4)
––––––––

–
–
––––––––
–
––––––––

–
–
––––––––
–
––––––––

(4.0)
(121.3)
––––––––
(125.4)
––––––––

(4.0)
––––––––
(4.0)

(0.1)
––––––––
(0.1)

–
––––––––
–

(4.2)
––––––––
(4.2)

up to 1 year
––––––––
Year ended march 31, 2015
non derivative financial liabilities
Provisions
Trade and other payables
Total financial liabilities
derivative financial liabilities
Derivative financial liabilities
Total financial liabilities

––––––––

up to 1 year
––––––––
Year ended march 31, 2016
non derivative financial liabilities
Provisions
Trade and other payables
Total financial liabilities
derivative financial liabilities
Derivative financial liabilities
Total financial liabilities

Year ended march 31, 2017
non derivative financial liabilities
Provisions
Trade and other payables
Total financial liabilities
derivative financial liabilities
Derivative financial liabilities
Total financial liabilities

––––––––

––––––––

––––––––

––––––––

––––––––

––––––––

––––––––

between 1 and
up to 1 year
5 years
––––––––
––––––––

> 5 years
––––––––

Total
––––––––

(4.4)
(141.7)
––––––––
(146.1)
––––––––

–
–
––––––––
–
––––––––

–
–
––––––––
–
––––––––

(4.4)
(141.7)
––––––––
(146.1)
––––––––

(2.3)
––––––––
(2.3)

(0.1)
––––––––
(0.1)

–
––––––––
–

(2.4)
––––––––
(2.4)

––––––––

––––––––

––––––––

––––––––

Credit risk
The Schneider Electric Software Business is exposed to risk if counterparty to a financial instrument fails to
meet its contractual obligations. Such a risk arises principally in relation to receivables due from customers
and cash deposited with banks or other financial institutions.
The Schneider Electric Software Business monitors the identity of the external counterparties with whom it
deposits cash and transacts other financial instruments so as to control exposure to any territory or institution.
Risk is assessed using ratings from major credit rating agencies.
Based on past experience, management believes that there is no significant credit risk associated with
receivables that are neither past due nor impaired. Schneider Electric Software Business trades only with
recognised, creditworthy third parties, and performs credit verification procedures on all major customers.
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Receivable balances, including unbilled receivables reported as amounts due from contract customers, are
monitored on an ongoing basis.
Capital management
The Schneider Electric Software Business capital management strategy is driven by the SE policy (as set out
in its December 31, 2016 annual report). SE policy is designed to:
•

Ensure liquidity of the Schneider Electric Group;

•

Optimise its financial structure, and;

•

Optimise the weighted average cost of capital.

Classification and fair values of financial assets and liabilities
The following table sets out the classification, carrying amounts and fair values of Schneider Electric
Software Business’ financial assets and liabilities. The fair value is defined as the amount at which a financial
instrument could be exchanged in an arm’s length transaction between informed and willing parties. Where
market values are not available, fair values have been calculated by discounting cash flows at prevailing
interest rates translated at year-end exchange rates. Provisions have been included where there is a
contractual obligation to settle in cash.

Financial assets
Loans and receivables: trade
and other receivables
Cash and cash equivalents
Unbilled revenue
Derivative financial assets
Financial assets
Financial liabilities
Provisions
Trade and other payables
Derivative financial liabilities
Financial liabilities

book
value
march
2017
––––––––

Fair
value
march
2017
––––––––

book
value
march
2016
––––––––

Fair
value
march
2016
––––––––

book
value
march
2015
––––––––

Fair
value
march
2015
––––––––

175.1
28.0
52.0
1.9
––––––––
257.1
––––––––

175.1
28.0
52.0
1.9
––––––––
257.1
––––––––

158.7
16.4
47.6
2.1
––––––––
224.8
––––––––

158.7
16.4
47.6
2.1
––––––––
224.8
––––––––

129.2
15.3
41.4
1.3
––––––––
187.2
––––––––

129.2
15.3
41.4
1.3
––––––––
187.2
––––––––

4.4
141.7
2.4
––––––––
148.5

4.4
141.7
2.4
––––––––
148.5

4.0
121.3
4.2
––––––––
129.5

4.0
121.3
4.2
––––––––
129.5

4.1
77.8
2.3
––––––––
84.2

4.1
77.8
2.3
––––––––
84.2

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––

The fair values of the financial assets and liabilities are included at the amount at which the instrument could
be exchanged in a current transaction between willing parties, other than in a forced or liquidation sale.
The fair values of all financial assets and liabilities are estimated to approximate to their carrying values.
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nOTe 15: CASH And CASH eQUIVALenTS

Cash on hand
Cash equivalent
Total cash and cash equivalent

march 31,
2017
––––––––
28.0
–
––––––––
28.0

––––––––

march 31,
2016
––––––––
16.4
–
––––––––
16.4

––––––––

march 31,
2015
––––––––
15.3
–
––––––––
15.3

––––––––

April 1,
2014
––––––––
17.5
–
––––––––
17.5

––––––––

As of March 31, 2017, March 31, 2016, March 31, 2015 the Schneider Electric Software Business holds no
restricted cash.
nOTe 16: TRAde And OTHeR PAYAbLeS

Trade payables
Other payables*
Income tax payables
Trade and other payables
*

march 31,
2017
––––––––
(46.8)
(84.5)
(10.5)
––––––––
(141.7)

––––––––

march 31,
2016
––––––––
(39.4)
(81.5)
(0.4)
––––––––
(121.3)

––––––––

Other payables excluding income tax payables are mainly comprised of customer advances

march 31,
2015
––––––––
(20.5)
(57.3)
(0.1)
––––––––
(77.8)

––––––––

April 1,
2014
––––––––
(28.0)
(67.0)
(0.8)
––––––––
(95.7)

––––––––

nOTe 17 – PROVISIOnS
Provisions, as at April 1, 2014
Charged in year
Released in year
Utilised in year
New subsidiaries
Exchange adjustments
Provisions, as at march 31, 2015
Charged in year
Released in year
Utilised in year
New subsidiaries
Exchange adjustments
Provisions, as at march 31, 2016
Charged in year
Released in year
Utilised in year
New subsidiaries
Exchange adjustments
Provisions, as at march 31, 2017

Restructuring Warranty
–––––––– ––––––––
0.1
(0.2)
–––––––– ––––––––
(1.8)
(1.0)
0.0
0.1
0.9
0.2
–
–
–
0.0
–––––––– ––––––––
(0.9)
(0.7)
–––––––– ––––––––
(0.3)
(0.5)
0.0
0.2
0.2
0.3
–
–
(0.0)
0.0
–––––––– ––––––––
(1.0)
(0.7)
–––––––– ––––––––
(1.4)
(0.8)
–
0.3
1.6
0.6
–
–
(0.1)
0.0
–––––––– ––––––––
(0.9)
(0.7)

Legal
––––––––
(0.5)
––––––––
(1.6)
–
–
–
0.2
––––––––
(2.0)
––––––––
–
–
0.2
–
(0.0)
––––––––
(1.8)
––––––––
(0.2)
–
0.0
–
(0.2)
––––––––
(2.2)

Other
––––––––
(0.2)
––––––––
(0.6)
–
–
–
0.3
––––––––
(0.5)
––––––––
(0.1)
–
0.1
–
0.0
––––––––
(0.5)
––––––––
(0.3)
–
0.0
0.0
0.1
––––––––
(0.7)

Total
––––––––
(0.9)
––––––––
(5.0)
0.2
1.1
–
0.5
––––––––
(4.1)
––––––––
(1.0)
0.3
0.8
–
(0.0)
––––––––
(4.0)
––––––––
(2.7)
0.3
2.3
0.0
(0.2)
––––––––
(4.4)

–––––––– –––––––– –––––––– –––––––– ––––––––
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nOTe 18 – PenSIOnS And POST-ReTIRemenT beneFITS
Post-employment benefits are primarily composed of unfunded, defined benefits plans in Italy, Germany and
Japan.
US and UK defined benefit pension schemes and US retiree medical liabilities provided to employees in the
United States will remain with Schneider Electric Group and are therefore not being reflected into the
combined accounts.
Other plans are all defined contribution schemes. Contributions to the defined benefit schemes are made in
accordance with the recommendations of the independent actuary of the scheme.
Wonderware Italy TFR plan
The Wonderware Italy plan is a Trattamento di Fine Rapporto (“TFR”) plan, which provides all employees
with a benefit on retirement or termination, payable by Invensys Software. The defined benefit obligation has
been valued on an accrued benefits basis, which approximates to an IAS 19 basis.
Foxboro Germany plan
In Germany, there are two unfunded defined benefit pension plans. One of these plans pays retirement
benefits based on employees’ salaries close to their retirement, with the other paying a lump sum benefit
based on employees’ average career salaries. The defined benefit pension obligations have been determined
in accordance with IAS 19.
IPS Japan plan
Employees of IPS Japan are provided with a lump sum retirement benefit, payable either on retirement or if
employees leave the company prior to retirement. The defined benefit pension obligations have been
determined in accordance with IAS 19.
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The following table provides an analysis of net change in the projected benefit obligations:

balance as at April 1, 2014
Service cost – benefits earned during
the period
Interest cost on benefit obligations
Benefits paid
Actuarial (gains) losses – financial
assumptions
Currency translation adjustments
balance as at march 31, 2015
Service cost – benefits earned during
the period
Interest cost on benefit obligations
Benefits paid
Actuarial (gains) losses – financial
assumptions
Currency translation adjustments
balance as at march 31, 2016*
Service cost – benefits earned during
the period
Interest cost on benefit obligations
Benefits paid
Actuarial (gains) losses – financial
assumptions
Currency translation adjustments
balance as at march 31, 2017
*

Wonderware
Italy TFR
––––––––
(1.9)
––––––––

Foxboro IPS Japan
Germany
Plan
–––––––– ––––––––
(1.2)
(1.2)
–––––––– ––––––––

Other
––––––––
(0.9)
––––––––
–
–
0.1

Total
––––––––
(5.0)
––––––––

(0.3)
–
0.1

(0.1)
(0.0)
–

(0.2)
(0.0)
–

(0.5)
(0.0)
0.2

–
0.4
––––––––
(1.6)
––––––––

(0.2)
0.3
––––––––
(1.2)
––––––––

–
0.2
––––––––
(1.2)
––––––––

–
–
––––––––
(0.7)
––––––––

(0.2)
0.8
––––––––
(4.7)
––––––––

(0.3)
–
0.1

(0.1)
(0.0)
–

(0.2)
(0.0)
–

(0.1)
–
0.0

(0.7)
(0.0)
0.1

–
(0.0)
––––––––
(1.9)
––––––––

(0.1)
(0.0)
––––––––
(1.4)
––––––––

(0.1)
(0.1)
––––––––
(1.5)
––––––––

–
–
––––––––
(0.7)
––––––––

(0.1)
(0.1)
––––––––
(5.6)
––––––––

(0.3)
–
0.0

(0.1)
(0.0)
–

(0.2)
(0.0)
–

(0.1)
–
0.0

(0.7)
(0.0)
0.0

–
0.0
––––––––
(2.2)

(0.2)
0.0
––––––––
(1.7)

0.0
(0.0)
––––––––
(1.7)

–
(0.0)
––––––––
(0.8)

(0.1)
0.0
––––––––
(6.5)

–––––––– –––––––– –––––––– –––––––– ––––––––

Pensions related to other countries have been estimated to US$0.8 million at end of March 2017.

The following table provides an analysis of net change in the fair value of the assets:
Wonderware
Foxboro
IPS Japan
Italy TFR
Germany
Plan
Other
––––––––
––––––––
––––––––
––––––––
balance as at April 1, 2014
–
–
–
–
––––––––
––––––––
––––––––
––––––––
Contribution by employer
0.1
–
–
0.1
Benefits payments
(0.1)
–
–
(0.1)
––––––––
––––––––
––––––––
––––––––
balance as at march 31, 2015
–
–
–
–
––––––––
––––––––
––––––––
––––––––
Contribution by employer
0.1
–
–
0.1
Benefits payments
(0.1)
–
–
(0.1)
––––––––
––––––––
––––––––
––––––––
balance as at march 31, 2016
–
–
–
–
––––––––
––––––––
––––––––
––––––––
Contribution by employer
0.0
–
–
0.0
Benefits payments
(0.0)
–
–
(0.0)
––––––––
––––––––
––––––––
––––––––
balance as at march 31, 2017
–
–
–
–
––––––––
––––––––
––––––––
––––––––
Actuarial assumptions used at March 31, 2017 and March 31, 2016 for the main schemes are set out below.
There are no assumptions for the Wonderware Italy TFR.
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march 31, 2016
Wonderware
Italy TFR
––––––––
n.a.
n.a.
n.a.
n.a.

Rate of increase in salaries
Rate of increase to pensions in payment
Discount rate for scheme liabilities
Inflation rate

Foxboro
Germany
––––––––
2.0 %
n.a.
1.8 %
1.4 %

IPS Japan
Plan
––––––––
2.0 %
n.a.
0.3 %
n.a.

march 31, 2017
Wonderware
Foxboro
IPS Japan
Italy TFR
Germany
Plan
––––––––
––––––––
––––––––
Rate of increase in salaries
n.a.
2.3 %
2.0 %
Rate of increase to pensions in payment
n.a.
n.a.
n.a.
Discount rate for scheme liabilities
n.a.
1.8 %
0.5 %
Inflation rate
n.a.
1.8 %
n.a.
Any reasonably possible changes in actuarial assumptions would not have a material effect on the Combined
Financial Information.
The following tables show the amounts included in the combined statement of income at March 31, 2017
and at March 31, 2016:
march 31, 2017

Service costs
Financing costs
Year to march 31, 2017

Wonderware
Italy TFR
––––––––
(0.3)
–
––––––––
(0.3)

Foxboro
Germany
––––––––
(0.1)
–
––––––––
(0.1)

IPS Japan
Plan
––––––––
(0.2)
–
––––––––
(0.2)

Total
––––––––
(0.6)
–
––––––––
(0.6)

Wonderware
Italy TFR
––––––––
0.3
n.a.
––––––––
0.3

Foxboro
Germany
––––––––
0.1
(0.1)
––––––––
0.0

IPS Japan
Plan
––––––––
0.2
0.1
––––––––
0.3

Total
––––––––
0.6
(0.0)
––––––––
0.6

––––––––

––––––––

––––––––

––––––––

march 31, 2016

Service costs
Financing costs
Year to march 31, 2016

––––––––

––––––––

––––––––

––––––––

The following tables show the amounts included in the combined statement of comprehensive income at
March 31, 2017 and at March 31, 2016:
march 31, 2017
Wonderware
Italy TFR
––––––––
Actuarial (gains) – financial assumptions
n.a.
Actuarial (gains) losses – demographic assumptions n.a.
Actuarial losses – other
n.a.
––––––––
Year to march 31, 2017
–

––––––––
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Foxboro
Germany
––––––––
(0.1)
–
–
––––––––
(0.2)

––––––––

IPS Japan
Plan
––––––––
0.1
–
–
––––––––
0.0

––––––––

Total
––––––––
(0.0)
–
–
––––––––
(0.1)

––––––––

march 31, 2016
Wonderware
Italy TFR
––––––––
Actuarial (gains) – financial assumptions
n.a.
Actuarial (gains) losses – demographic
assumptions
n.a.
Actuarial losses – other
n.a.
––––––––
Year to march 31, 2016
–

––––––––

Foxboro
Germany
––––––––
0.1

IPS Japan
Plan
––––––––
(0.1)

Total
––––––––
0.0

–
–
––––––––
(0.1)

–
–
––––––––
(0.1)

–
–
––––––––
(0.1)

––––––––

––––––––

––––––––

nOTe 19 – InVeSTed eQUITY
The Schneider Electric Software Business has not in the past formed a separate legal group. It is therefore
not meaningful to reflect any share capital for the Schneider Electric Group. The Schneider Electric Software
Business’ invested equity represents the sum of cumulative net capital invested by Schneider Electric Group,
accumulated earnings of the Schneider Electric Software Business and other elements of comprehensive
income.
nOTe 20 – SHARe-bASed PAYmenT PLAnS
As a consequence of the acquisition of Invensys plc by Schneider Electric, all options and awards granted
under the various share schemes operated by Invensys plc became exercisable or vested. All outstanding
awards granted under the Invensys 2007 Long Term Incentive Plan, Invensys plc Restricted Share Plan and
Invensys plc Deferred Share plan became exercisable or vested on January 14, 2014 (the date the Court
approved the acquisition), subject to the application of performance conditions and time prorating. All
outstanding options granted under the Invensys Savings Related Share Option Scheme and the Invensys
Overseas Savings Related Option Scheme became exercisable for a period of six months from January 14,
2014 and January 17, 2014 respectively (subject to the number of Invensys Share that a participant’s accrued
savings (plus any applicable interest) would purchase).
1.

Schneider electric Welcome LTIP

Per the scheme of arrangement, certain senior executives were granted an award under the Schneider Electric
LTIP arrangements on March 31, 2014. There has been no charge in the statement of income for the years
ended March 31, 2017, March 31, 2016 and March 31, 2015 in respect of these awards.
2.

Share based payment expenses

The Schneider Electric Software Business recognised total expenses of, US$1.7 million, US$0.9 million,
US$1.0 million in the years ended March 31, 2017, March 31, 2016 and March 31, 2015 respectively related
to share-based payment transactions accounted for as cash settled share based payments during the year.
Past commitments
The Invensys Long Term Incentive deferred cash plan corresponded to the unvested Invensys performance
shares at January 17, 2014 that were transformed into cash incentives. It was fully paid in 2016. These
awards were tied to the Invensys share price at January 17, 2014 of US$8.37 per share:
Total amount to
number of
Shares granted be paid (US$) participants
—————— —————— ——————
184,227
1,454,569
17
8,835
69,757
2

date of payment
————————
June 2016
September 2016

These awards do not include social security contributions, which are estimated to be at an average rate of
12 per cent.
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Present commitments
Concerning the SE Long Term Incentive plan (through the grant of SE performance shares), the following
table presents the details of shares granted under Plan 18, Plan 22, Plan 26 and Plan 29:

Plan number
Grant date
–––––––––––– ––––––––––––––
18
March 31, 2014
22
March 27, 2015
26
March 23, 2016
29
March 24, 2017

Shares
date of Vesting granted
–––––––––––––– –––––––
March 31, 2018
48,980
March 27, 2019
33,000
March 23, 2020
36,600
March 24, 2020
27,950

Fair value/
Fair value/
share on
share on
grant
grant number of
date (€)
date (US$) participants
––––––––– –––––––––– ––––––––––
51.6
71.1
69
58.9
64.2
69
47.9
53.4
62
67.3
73.3
40

Additionally, there are some cash retention measures for 14 key executives and position holders of the
Schneider Electric Software Business. The following table presents the cash plan payment schedule:
date of payment
————————
March 2016
March 2017

Total amount
Total amount
number of
to be paid (€) to be paid (US$)
participants
——————— ——————— ———————
791,864
886,017
14
3,654,085
4,088,555
14

nOTe 21 – COmmITmenTS And COnTInGenCIeS
Operating leases
The Schneider Electric Software Business rents office and plant facilities in several locations under lease
arrangements classified as operating leases. Rental expense totalled US$22.1 million, US$23.0 million and
US$19.2 million in the years ended March 31, 2017, March 31, 2016, and March 31, 2015 respectively.
Future minimum lease payments under all non-cancellable operating leases with an initial term in excess of
one year are as follows:
Amounts to be Amounts to be Amounts to be
paid as at
paid as at
paid as at
march, 31
march, 31
march, 31
2017
2016
2015
––––––––
––––––––
––––––––
7.2
7.8
5.6
12.4
18.5
14.6
–
1.2
2.4
––––––––
––––––––
––––––––
19.6
27.6
22.6

No later than one year
After one year but not more than five years
Later five years
Total

––––––––

––––––––

––––––––

nOTe 22 – bUSIneSS COmbInATIOnS And ASSeTS ACQUISITIOn
The different entities of Schneider Electric Software Business have been included in the combined financial
statements as of the date of their acquisition by the Company:
•

From November 14, 2014 for Instep (US$53.4 million);

•

From October 28, 2016 for MAXEAM Inc. in Canada (US$3.0 million);

•

From March 8, 2017 for MW Powerlab in Italy (US$9.1 million).

Acquisition of Instep
The Schneider Electric Software Business completed the acquisition of Instep on November 14, 2014 for a
total consideration of US$53.4 million.
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Assets and liabilities of Instep have been reflected as a transfer of business under control from SE recorded
through equity at their carrying values (including goodwill) resulting from the purchase accounting of Instep
by SE. As a consequence, this acquisition is a non-cash transaction for the Schneider Electric Software
Business and its impact on the Schneider Electric Software Business combined cash flow is limited to the
net cash of Instep at the time of the acquisition for US$1.2 million.
The purchase accounting on Instep acquisition led principally to the recognition of intangible assets at their
fair value for a total amount of US$12.0 million before deferred tax liabilities (technologies, customer
relationships and trademarks).
The summary of the purchase accounting price is as follows as of March 31, 2015:
Acquisition of Instep
Fair value recognised
on acquisition
(US$m)
––––––––
0.1
12.0
0.8
1.2
––––––––
14.2
(4.7)
––––––––
9.5
43.9
––––––––
53.4

Property, plant and equipment
Intangible assets – Other
Working capital
Cash and cash equivalents
Total assets
Deferred tax liabilities
Total identifiable net assets at fair value
Goodwill arising on acquisition
Consideration recorded through equity

––––––––

This goodwill has been fully allocated to the group of CGUs consisting of the five CGUs of the Schneider
Electric Software Business.
The revenue and profit of the Schneider Electric Software Business for the year ended March 31, 2015 as
though the acquisition date of Instep had been April 1, 2014, would amount to respectively US$520.8 million
and US$53 million.
nOTe 23 – ReLATed PARTY dISCLOSUReS
These Combined Financial Statements include transactions with Schneider Electric’s non-Software
subsidiaries.

Income:
Revenue
balance sheet items:
Other receivables with related parties
Trade receivables with related parties*
Trade payables with related parties**
(*) Included in “Trade and other receivables”
(**) Included in “Trade and other payables”
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Year ended
march 31,
2017
————

Year ended
march 31,
2016
————

Year ended
march 31,
2015
————

52.7

48.4

49.8

37.9
49.2
(17.2)

95.5
32.1
(17.0)

112.9
27.8
(11.1)

As at March 31st 2017 other receivables from related parties reflect:
•

cash which is centralized at SE level according to the cash pooling scheme for US$46 million

•

SE funding for the entities not yet carved-out as at March 31st 2017 for US$88 million

•

Overdraft which is centralized at SE level according to the cash pooling scheme US$96 million.

nOTe 24 – dIVIdendS PAId
No dividends were paid in the years ended March 31, 2016, and 2015. In March,31 2017 dividends were
paid mainly by Schneider Electric Software LLC.
Year ended
march 31,
2017
————
(40.9)

dividends paid

Year ended
march 31,
2016
————
–

Year ended
march 31,
2015
————
–

nOTe 25 – eVenTS AFTeR THe bALAnCe SHeeT dATe
Subsequent to March 31, 2017, legal reorganisations of carved-out entities have continued to the date this
Historical Combined Financial Information is authorized for issue, resulting in the impact described in the
basis of preparation with respect to the accounting for Legal Transfer Agreements / Business Transfer
Agreements.
No other significant event occurred after March 31, 2017.
nOTe 26 – eXCHAnGe RATeS

US$ to 1£
€ to 1$
AU$ to 1$
DKK to 1$
CA$ to 1$

Year ended
march 31,
2017
average
————
0.77
1.10
0.75
0.15
0.76

Year ended
march 31,
2016
average
————
0.66
1.10
0.73
0.15
0.76

Year ended
march 31,
2015
average
————
0.63
1.26
0.87
0.17
0.88

US$ to 1£
€ to 1$
AU$ to 1$
DKK to 1$
CA$ to 1$

march 31,
2017
closing
————
0.79
1.09
0.76
0.15
0.75

march 31,
2016
closing
————
0.71
1.12
0.75
0.15
0.75

march 31,
2015
closing
————
0.67
1.07
0.76
0.14
0.79
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nOTe 27 – COnTRACT PAYmenTS On ACCOUnT & OTHeR COnTRACT LIAbILITIeS
Year ended
march 31,
2017
————
47.9
16.4
2.5
37.3
————
104.1

Wonderware
SimSci – License
Sim Sci Maintenance
Other
Total

————
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Year ended
march 31,
2016
————
46.8
17.7
2.7
40.2
————
107.3

————

Year ended
march 31,
2015
————
42.7
17.2
2.6
48.8
————
111.3

————

APPendIX – LIST OF RePORTInG enTITIeS And THeIR ASSOCIATed LeGAL enTITIeS
# Reporting
entity
—————
USDD00
USBB00
AE1102
AR0701
AU5200
AU4700
BR2900
BR2801
CA2101
CA1700
CA1300
CL0800
CN7102

Reporting entity name
—————————————————
Schneider Electric Software (excl. Telvent)
Telvent USA, LLC
1937 – Foxboro Dubai – Software – MIP17
C-0223 – IPS Argentina
N-SE Software Holdings Australia

IN2200

C-SE Software Australia
2702 – InduSoft Brazil Ltda
1939 – IPS Brazil – Software – MIP17
1948 – Software Canada – MIP17
C-Telvent Canada, Ltd
C-TRSS
C-SE Software Chile
1943 – Foxboro-Shanghai Co Ltd –
Software – MIP17
2721 – Wonderware China CNY
1595 – Shanghai IPS Co Ltd
C-SE Software China
2751 – IPS Colombia
2703 – InduSoft GmbH
1935 – Foxboro Deutschland – Software
– NA16
2712 – Wonderware GmbH – NA16
C-SE Denmark Global HSO
0218 – Foxboro Spain
N-Telvent Energia, S.A (NA16) – NA16
C-SE Software France
1928 – Spiral Software Ltd.
1942 – IPS India – Foxboro Div –
Software – MIP17
1442 – Invensys Development Centre India

IN2500

1820 – Skelta Software Pvt Ltd

IN2302

2368 – Reliance Jamnagar Phase III

IN2300

0231 – IPS India – Foxboro Div

IT3300
IT3600
IT3600
JP1701
KR1000
KR1100
MX3000
MX3001
MX2300

2715 – Wonderware Italia Spa
C-SE Software Italy
MWPowerLab SrL
1941 – IPS Japan Inc – Software – MIP17
C-Wonderware Korea Co Ltd
C-SE Software Korea
IPS Mexico
1632 – IPS Mexico Branch
C-Telvent Mexico, S.A.

CN7101
CN7200
CN5300
CO0500
DE7500
DE7202
DE7201
DK0308
ES3300
ES2000
FR9300
GBBI00
IN2301
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Legal entity
———————————————————
Schneider Electric Software, LLC
Schneider Electric Software, LLC
Schneider Electric Systems Middle East FZE
Schneider Electric Software Argentina S.A.
Schneider Electric Software Holdings Australia
Pty Ltd
Schneider Electric Software (Australia) Pty Ltd
Schneider Electric Software Brasil Ltda
Schneider Electric Software Brasil Ltda
Schneider Electric Software Canada Inc.
Schneider Electric Software Canada Inc.
Schneider Electric Software Canada Inc.
Schneider Electric Software Chile SpA
Shanghai Foxboro Co., Ltd
Shanghai Foxboro Co., Ltd
Shanghai Invensys Process System Co., Ltd
Telvent Control Systems (China) Co, Ltd.
Schneider Electric Systems Colombia Ltda
Schneider Electric Software Germany GmbH
Schneider Electric Software Germany GmbH
Schneider Electric Software Germany GmbH
Schneider Electric Denmark A/S
Schneider Electric Systems Iberica S.L.
Schneider Electric Software Espana, S.A
Schneider Electric Software France SAS
Schneider Electric Software GB Limited
Schneider Electric Software India Private
Limited
Invensys Development Centre India Private
Limited
Schneider Electric Software India Private
Limited
Schneider Electric Software India Private
Limited
Schneider Electric Software India Private
Limited
Schneider Electric Systems Italia S.p.A.
Schneider Electric Software Italia S.p.A.
Schneider Electric Software Italia S.p.A.
Schneider Electric Software Japan Inc.
Schneider Electric Software Korea Ltd
Schneider Electric Software Korea Ltd
Schneider Electric Systems S.A. de C.V.
Schneider Electric Systems S.A. de C.V.
Telvent Mexico S.A. de C.V.

# Reporting
entity
—————
MY2100
NL3701
NL4500
RU2600
SA0601
SE4700
SG3400
SG3600
TH1201
USCY00
USCV00
USCT00
AT1500

Reporting entity name
—————————————————
C-SE Software Malaysia

Legal entity
———————————————————
Schneider Electric Software Holdings
Singapore Pte Ltd
1964 – Foxboro Nederland NV – Software Schneider Electric Software Netherlands B.V.
– MIP17
N-SE Software Holdings Netherlands
Schneider Electric Software Holdings
Netherlands B.V.
1642 – IPS Russia RUR
Schneider Electric Systems Llc
1938 – IPS Saudi Arabia USD – Software Schneider Electric Systems MIP17
– MIP17
Saudi Arabia Ltd
2720 – Wonderware Scandinavia AB
Wonderware Scandinavia Ab
C-Wonderware of Singapore Pte Ltd
Schneider Electric Software Holdings
Singapore Pte Ltd
C-SE Software Singapore
Schneider Electric Software Holdings
Singapore Pte Ltd
1946 – IPS Thailand Co Ltd – Software
Schneider Electric Systems (Thailand) Co.
– MIP17 Ltd
C-Wonderware of Venezuela Inc
Wonderware Of Venezuela Inc.
C-Wonderware of Japan Inc
Wonderware Of Japan Inc
Wonderware De Mexico Inc.
Wonderware De Mexico Inc.
0302 – Invensys Austria
Schneider Electric Systems Germany GmbH
(Austria Branch)
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PART IX
UNAUDITED PRO FORMA FINANCIAL INFORMATION
ON THE ENLARGED GROUP
SECTION A: UNAUDITED PRO FORMA FINANCIAL INFORMATION
ON THE ENLARGED GROUP
The Unaudited Pro Forma Financial Information set out below has been prepared on the basis set out in the
notes below to illustrate the impact of (i) the Combination and (ii) the Return of Value on the income
statement of AVEVA Group plc for the year ended 31 March 2017 as if they had taken place at the beginning
of that financial year, and on the net assets of AVEVA Group plc as at 31 March 2017 as if they had taken
place at that date.
The Unaudited Pro Forma Financial Information has been prepared for illustrative purposes only and, by its
nature, addresses a hypothetical situation and does not, therefore, represent the Enlarged Group’s actual
financial position or results.
The Unaudited Pro Forma Financial Information does not constitute financial statements within the meaning
of section 434 of the Companies Act. Shareholders should read the whole of this document and not rely
solely on the summarised financial information contained in this Part IX (Unaudited Pro Forma Financial
Information on the Enlarged Group). Ernst & Young LLP’s report on the Unaudited Pro Forma Financial
Information is set out in Section B of this Part IX.
The Unaudited Pro Forma Financial Information does not reflect the effect of anticipated synergies and
efficiencies associated with the Combination, nor the costs which may be incurred in relation thereto.
The Directors have determined that the proposed combination of the Schneider Electric Software Business
and the AVEVA Group and the related Return of Value are such that the accounting treatment to be adopted
in the consolidated interim and annual reports of AVEVA subsequent to Completion will be that the
Schneider Electric Software Business will be treated as the accounting acquirer under IFRS. This means that
the financial statements of the Enlarged Group will reflect the historical amounts of the Schneider Electric
Software Business and consolidate the results of the AVEVA Group from the date of Completion and, in
doing this, the assets and liabilities of the AVEVA Group will be fair valued in accordance with IFRS and
the assets and liabilities of the Schneider Electric Software Business will continue to be reflected as included
in the historical combined financial information of the Schneider Electric Software Business. Such
accounting treatment has been adopted in the preparation of the Unaudited Pro Forma Financial Information.
On Completion, a full fair value exercise will be completed which may result in separate intangible assets
being identified and consequently the Unaudited Pro Forma Income Statement does not reflect the impact of
the amortisation of any additional intangible assets that may be recognised.
The Unaudited Pro Forma Financial Information has been prepared in accordance with Annex II of the
Prospectus Directive Regulation in a manner consistent with the accounting policies adopted by the
Company in preparing its audited consolidated financial statements for the year ended 31 March 2017.
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Unaudited Pro Forma Income Statement for the year ended 31 March 2017

Revenue
Cost of sales
Gross profit
Research & development costs
Selling and administrative expenses
Total operating expenses
Profit/(loss) from operations
Other income/(expense)
Finance revenue
Finance expense
Analysed as:
Adjusted profit
before tax
Amortisation of intangibles
(excluding other software)
Share-based payments
Gain on fair value of forward
foreign exchange contracts
Exceptional items
Profit/(loss) before tax
Income tax (expense)/credit

AVEVA
Group plc
for the
year ended
31 March
2017
––––––––
£m
––––––––
(Note 1)
215.8
(14.2)
––––––––
201.6
(31.9)
(124.9)
––––––––
(156.8)
––––––––
44.8
1.7
0.8
(0.4)

Pro Forma Adjustments
——–—————————
Schneider
Electric
Software
Business
for the
year ended
31 March Combination
2017
adjustments
––––––––
––––––––
(*)
£m
£m
––––––––
––––––––
(Note 2)
(Note 3)
432.9
–
(150.4)
–
––––––––
––––––––
282.5
–
(73.7)
–
(157.5)
(19.0)
––––––––
––––––––
(231.2)
(19.0)
––––––––
––––––––
51.3
(19.0)
(1.8)
–
2.1
–
–
–

Enlarged
Group
Pro Forma
Total
––––––––
£m
––––––––
(Note 4)
648.7
(164.6)
––––––––
484.1
(105.6)
(301.4)
––––––––
(407.0)
––––––––
77.1
(0.1)
2.9
(0.4)

55.0

91.3

–

146.3

(5.8)
(1.1)

(34.3)
–

–
–

(40.1)
(1.1)

0.7
(1.9)

–
(5.4)

–
(19.0)

0.7
(26.3)

46.9
(8.8)
––––––––

51.6
(13.0)
––––––––

(19.0)
–
––––––––

79.5
(21.8)
––––––––

Profit/(loss) for the year attributable
to the equity holders of the parent

38.1

38.6

(19.0)

57.7

(*) These adjustments are expected to have a continuing impact.
Notes:
(1) AVEVA Group plc Income Statement
The AVEVA Group plc financial information has been extracted without material adjustment from the audited consolidated
financial statements of AVEVA Group plc for the year ended 31 March 2017.
(2) Schneider Electric Software Business Income Statement
The financial information on the Schneider Electric Software Business has been extracted without material adjustment from the
historical combined financial information of the Schneider Electric Software Business set out in Part VIII (Historical Combined
Financial Information of the Schneider Electric Software Business) of this document. Certain financial statement line items from
the combined financial information of the Schneider Electric Software Business are not separately presented in the consolidated
financial statements of AVEVA and have been grouped so their presentation is consistent with the presentation of AVEVA’s
consolidated financial statements as follows:
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For the period ended
31 March 2017
US$m
£m
––––––––
––––––––
Selling and administrative expenses:
Selling, general and administrative expenses
Other operating expenses
Amortisation of intangible assets acquired in business combinations

156.4
119.6
4.5
3.5
44.9
34.4
––––––––
––––––––
Selling and administrative expenses
205.8
157.5
––––––––
––––––––
Amounts were converted from US dollars to pounds sterling using the average exchange rate for the year ended 31 March 2017
(US$1.3073: £1)
(3) Combination adjustments
Selling and administrative expenses – The £19.0 million pro forma adjustment to selling and administrative expenses relates to the
estimated transaction costs of £20.7 million, excluding £1.7 million of costs relating to the issue of shares which has been writtenoff against share premium. These adjustments are not expected to have a continuing impact on the consolidated income statement.
The transaction costs incurred by the Schneider Electric Group will not be recharged to the Schneider Electric Software Business
and are not included in the pro forma adjustments.
The combination adjustments do not reflect the effect of anticipated synergies and efficiencies associated with the Combination,
nor the costs which may be incurred in relation thereto.
The Unaudited Pro Forma Financial Information does not reflect the fair value adjustments that are expected to be made postclosing and, consequently the Unaudited Pro Forma Income Statement does not reflect the impact of any such adjustments,
including the amortisation of any additional intangible assets that may be recognised.
(4) Other pro forma adjustments
No adjustment has been made to reflect the trading results of AVEVA Group plc or of the Schneider Electric Software Business
since 31 March 2017.

Unaudited Pro Forma Statement of Net Assets as at 31 March 2017

AVEVA
Group plc
as at
31 March
2017
––––––––
£m
––––––––
(Note 1)
Non-current assets
Goodwill
Other intangible assets
Property, plant and equipment
Deferred tax assets
Other receivables
Retirement benefit surplus
Current assets
Inventory
Amounts receivable from
related parties
Trade and other receivables
Treasury deposits
Cash and cash equivalents
Current tax assets

Total assets

Pro Forma Adjustments
————————–—————————
Schneider
Electric
Software
Business as
at 31 March Combination
Return
2017 Adjustments
of Value
––––––––
––––––––
––––––––
£m
£m
£m
––––––––
––––––––
––––––––
(Note 2)
(Note 3)
(Note 4)

Enlarged
Group
Pro Forma
Total
––––––––
£m
––––––––
(Note 5)

54.3
21.9
7.4
3.6
1.5
1.2
––––––––
89.9

42.4
199.2
8.6
2.1
1.5
–
––––––––
253.8

1,579.8
–
–
–
–
–
––––––––
1,579.8

–
–
–
–
–
–
––––––––
–

1,676.5
221.1
16.0
5.7
3.0
1.2
––––––––
1,923.5

–

9.0

–

–

9.0

–
93.3
45.5
85.5
3.5
––––––––
227.8
––––––––
317.7

30.3
190.9
–
22.4
–
––––––––
252.6
––––––––
506.4

–
–
–
529.3
–
––––––––
529.3
––––––––
2,109.1

––––––––

––––––––
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––––––––

–
–
(45.5)
(604.5)
–
––––––––
(650.0)
––––––––
(650.0)

––––––––

30.3
284.2
–
32.7
3.5
––––––––
359.7
––––––––
2,283.2

––––––––

AVEVA
Group plc
as at
31 March
2017
––––––––
£m
––––––––
(Note 1)
Current liabilities
Trade and other payables
Deferred revenue
Financial liabilities
Current tax liabilities
Non-current liabilities
Deferred tax liabilities
Retirement benefit obligations
Provisions and other long
term liabilities

Total liabilities
Net Assets
Notes:

Pro Forma Adjustments
————————–—————————
Schneider
Electric
Software
Business as
at 31 March Combination
Return
2017 Adjustments
of Value
––––––––
––––––––
––––––––
£m
£m
£m
––––––––
––––––––
––––––––
(Note 2)
(Note 3)
(Note 4)

42.9
45.9
0.2
0.8
––––––––
89.8

179.9
83.4
–
–
––––––––
263.3

3.4
3.8

60.8
5.1

–
––––––––
7.2
––––––––
97.0

5.4
––––––––
71.3
––––––––
334.6

––––––––
––––––––
220.7

––––––––
––––––––
171.8

–
–
–
–
––––––––
–

Enlarged
Group
Pro Forma
Total
––––––––
£m
––––––––
(Note 5)

–
–
–
–
––––––––
–

222.8
129.3
0.2
0.8
––––––––
353.1

(0.6)
–

–
–

63.6
8.9

–
––––––––
(0.6)
––––––––
(0.6)

–
––––––––
–
––––––––
–

5.4
––––––––
77.9
––––––––
431.0

––––––––
––––––––

2,109.7

––––––––
––––––––

(650.0)

––––––––
––––––––

1,852.2

(1) AVEVA Group plc Statement of Net Assets
The AVEVA Group plc financial information has been extracted, without material adjustment from the audited financial
statements of AVEVA Group plc for the year ended 31 March 2017.
(2) Schneider Electric Software Business Statement of Net Assets
The financial information on the Schneider Electric Software Business has been extracted without material adjustment from the
historical combined financial information of the Schneider Electric Software Business set out in Part VIII (Historical Combined
Financial Information of the Schneider Electric Software Business) of this document. Certain financial statement line items from
the combined financial information of the Schneider Electric Software Business are not separately presented in the consolidated
financial statements of AVEVA and have been grouped so their presentation is consistent with the presentation of AVEVA’s
consolidated financial statements as follows:
As at 31 March 2017
US$m
£m
––––––––
––––––––
Trade and other receivables:
Trade and other receivables
Unbilled contract revenue
Other current assets

175.1
52.0
11.3
––––––––
238.4

Trade and other receivables

––––––––

140.2
41.7
9.0
––––––––
190.9

––––––––

As at 31 March 2017
US$m
£m
––––––––
––––––––
Trade and other payables:
Trade and other payables
Other current liabilities

141.7
83.0
––––––––
224.7

Trade and other payables

––––––––

113.4
66.5
––––––––
179.9

––––––––

Amounts were converted from US dollars to pounds sterling using the exchange rate as at 31 March 2017 (US$1.2488: £1).
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(3) Combination adjustments
Goodwill arising on acquisition – £1,579.8 million pro forma adjustment to goodwill comprising goodwill of £1,633.5 million
arising on the reverse acquisition of AVEVA Group plc by the Schneider Electric Software Business less £54.3 million of
goodwill already held by AVEVA Group plc from prior acquisitions and less the associated deferred tax liability of £0.6 million.
The fair value of the consideration in this reverse acquisition will be determined based upon the acquisition date adjusted closing
price of the Ordinary Shares and may differ materially from that referred to below with a consequential impact on goodwill. For
the purpose of estimating the fair value of the consideration transferred in the Unaudited Pro Forma Financial Information, the
closing price of the Ordinary Shares at 4 September 2017 (being the latest practicable date prior to the publication of this
document) has been used, adjusted as set out below.
The preliminary goodwill adjustment is calculated as follows:
Share price on the effective date of Completion (approximated using the closing price of AVEVA Group plc’s
Ordinary Shares as of 4 September 2017 less the £100 million of AVEVA cash to be returned on a
per share basis) (£)
Plus the value per share related to the £550.0 million cash payment by the Share Electric Group (£)
Adjusted closing price of AVEVA Group plc’s Ordinary Shares (£)
Number of Ordinary Shares in AVEVA Group plc which are deemed to be acquired by the Schneider Electric
Group in consideration for £550.0 million and the contribution of the Schneider Electric Software Business (*)
Total consideration transferred (£m)
AVEVA Group plc’s net assets at 31 March 2017 excluding existing Goodwill (£m)
£100 million of AVEVA cash to be returned to AVEVA shareholders (£m)
Transaction costs expected to be incurred by AVEVA Group plc (£m)
Preliminary goodwill (£m)
Adjustment for existing AVEVA goodwill from prior acquisition (£m)
Adjustment to deferred tax liabilities relating to existing AVEVA goodwill (£m)
Preliminary goodwill adjustment (£m)

17.64
8.58
26.22
64,042,418
1,679.2
(166.4)
100.0
20.7
––––––––––
1,633.5
(54.3)
0.6
––––––––––
1,579.8

––––––––––

(*) Includes 52,434 shares expected to be issued upon the exercise of share options.
For accounting purposes under IFRS, the Combination will be treated as the acquisition of AVEVA Group plc by the Schneider
Electric Software Business even though, legally, AVEVA Group plc is the acquirer. This means that the assets and liabilities of
AVEVA Group plc will be fair valued for the purpose of preparing the consolidated financial statements of AVEVA Group plc
after Completion. For the purpose of preparing the Unaudited Pro Forma Financial Information, the excess of consideration over
the value of net assets acquired has been attributed to goodwill. The Unaudited Pro Forma Financial Information does not reflect
the fair value adjustments that are expected to be made post-closing.
The Merger Agreement stipulates Completion adjustments to the purchase price determined based on the Schneider Electric
Software Working Capital and Net Debt at Completion. The Unaudited Pro Forma Statement of Net Assets does not reflect any
such adjustments. Further, no completion accounts payments with respect to settlement of intra-group payables and receivables
between the Schneider Electric Software Business and the Schneider Electric Group provided for in the Merger Agreement have
been assumed and therefore no pro forma adjustments have been made in the Unaudited Pro Forma Statement of Net Assets in
this respect.
Cash and cash equivalents – The £529.3 million adjustment to cash represents the cash inflows from the Schneider Electric Group
of £550.0 million less the cash outflows from the transaction costs of £19.0 million and an additional £1.7 million of costs relating
to the issue of shares which has been written-off against share premium.
Deferred Tax Liabilities – This adjustment is reflecting the deferred tax related impact of £0.6 million relating to the reversal of
the £54.3 million existing goodwill.
(4) Return of Value
Treasury deposits – The £45.5 million of treasury deposits held by AVEVA Group will be used to fund the Return of Value.
Cash – The adjustment relates to cash outflows of £604.5 million which represent the proposed Return of Value to holders of
existing Ordinary Shares from the £550.0 million cash payment made by the Schneider Electric Group under the terms of the
Merger Agreement and £100.0 million excess cash from the Company including £45.5 million treasury deposit referred to above.
(5) Other pro forma adjustments
No adjustment has been made to reflect the trading results of AVEVA Group plc or of the Schneider Electric Software Business
since 31 March 2017.
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SECTION B: ACCOUNTANT’S REPORT ON UNAUDITED PRO FORMA FINANCIAL
INFORMATION ON THE ENLARGED GROUP
The Directors and the Proposed Directors
AVEVA Group plc
High Cross
Madingley Road
Cambridge
CB3 0HB
5 September 2017
Dear Sirs
We report on the unaudited pro forma financial information (the “Pro Forma Financial Information”)
set out in Section A of Part IX (Unaudited Pro Forma Information on the Enlarged Group) of the circular
and the prospectus (the “Document”) dated 5 September 2017, which has been prepared on the basis
described in Section A of Part IX (Unaudited Pro Forma Information on the Enlarged Group), for illustrative
purposes only, to provide information about how the proposed combination and the return of value might
have affected the financial information presented on the basis of the accounting policies adopted by AVEVA
Group plc in preparing the financial statements for the period ended 31 March 2017. This report is required
by paragraph 13.3.3R of the Listing Rules and by item 7 of Annex II to Commission Regulation (EC) No
809/2004 and is given for the purpose of complying with that rule and for no other purpose.
Save for any responsibility which we may have to those persons to whom this report is expressly addressed
and which we may have to AVEVA Group plc’s ordinary shareholders as a result of the inclusion of this
report in the Document and any responsibility arising under Prospectus Rule 5.5.3R(2)(f) to any person as
and to the extent there provided, to the fullest extent permitted by law we do not assume any responsibility
and will not accept any liability to any other person for any loss suffered by any such other person as a result
of, arising out of, or in connection with this report or our statement, required by and given solely for the
purposes of complying with Listing Rule 13.4.1R(6) and paragraph 23.1 of Annex I to Commission
Regulation (EC) No 809/2004, consenting to its inclusion in the Document.
Responsibilities
It is the responsibility of the directors and the proposed directors of AVEVA Group plc to prepare the
Pro Forma Financial Information in accordance with Listing Rule 13.3.3R and items 1 to 6 of Annex II to
Commission Regulation (EC) No 809/2004.
It is our responsibility to form an opinion, as required by item 7 of Annex II to Commission Regulation (EC)
No 809/2004, as to the proper compilation of the Pro Forma Financial Information and to report that opinion
to you.
In providing this opinion we are not updating or refreshing any reports or opinions previously made by us
on any financial information used in the compilation of the Pro Forma Financial Information, nor do we
accept responsibility for such reports or opinions beyond that owed to those to whom those reports or
opinions were addressed by us at the dates of their issue.
Basis of opinion
We conducted our work in accordance with the Standards for Investment Reporting issued by the Auditing
Practices Board in the United Kingdom. The work that we performed for the purpose of making this report,
which involved no independent examination of any of the underlying financial information, consisted
primarily of comparing the unadjusted financial information with the source documents, considering the
evidence supporting the adjustments and discussing the Pro Forma Financial Information with the directors
of AVEVA Group plc.

153

We planned and performed our work so as to obtain the information and explanations we considered
necessary in order to provide us with reasonable assurance that the Pro Forma Financial Information has
been properly compiled on the basis stated and that such basis is consistent with the accounting policies of
AVEVA Group plc.
Our work has not been carried out in accordance with auditing or other standards and practices generally
accepted in other jurisdictions and accordingly should not be relied upon as if it had been carried out in
accordance with those standards and practices.
Opinion
In our opinion:
•

the Pro Forma Financial Information has been properly compiled on the basis stated; and

•

such basis is consistent with the accounting policies of AVEVA Group plc.

Declaration
For the purposes of Prospectus Rule 5.5.3R(2)(f) we are responsible for this report as part of the prospectus
and declare that we have taken all reasonable care to ensure that the information contained in this report is,
to the best of our knowledge, in accordance with the facts and contains no omission likely to affect its import.
This declaration is included in the prospectus in compliance with item 1.2 of Annex I to Commission
Regulation (EC) No 809/2004.
Yours faithfully

Ernst & Young LLP
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PART X
CAPITALISATION AND INDEBTEDNESS
1.

The AVEVA Group

The table below sets out the capitalisation and indebtedness of the AVEVA Group as at 31 March 2017, and
has been extracted without material adjustment from the AVEVA Group’s Annual Report and Accounts for
the year ended 31 March 2017, which are incorporated by reference into this document.
Capitalisation and Indebtedness

As at 31 March 2017
(£’000)
––––––––
–
––––––––

Total debt as at 31 March 2017
Shareholders’ Equity(1)
Share Capital
Other Reserves(2)

2.3
40.2
––––––––
42.5

Total Shareholders’ Equity as at 31 March 2017

––––––––

There has been no material change in the capitalisation of the AVEVA Group since 31 March 2017.
The table above does not reflect the impact of the Combination, the Return of Value and financing, which
are described in Part IX (Unaudited Pro Forma Financial Information on the Enlarged Group) of this
document.
Notes:
(1) Shareholders’ Equity does not include retained earnings.
(2) Other reserves includes share premium and other reserves.

The table below sets out the net indebtedness of the AVEVA Group as at 30 June 2017, and has been
extracted without material adjustment from the AVEVA Group’s accounting records.
As at 30 June 2017 the AVEVA Group had no indebtedness and the following cash and cash equivalent and
trading securities:
Liquidity

As at 30 June 2017
(unaudited)
(£’000)
––––––––
74.1
32.6
45.5
––––––––
152.2

Cash
Cash equivalent(3)
Trading securities(4)
Liquidity

––––––––

The AVEVA Group has no indirect or contingent indebtedness as at 30 June 2017.
Notes:
(3) Cash equivalent includes short-term deposits, which are made for varying periods of between one day and three months,
depending on the immediate cash requirements of the AVEVA Group, and earn interest at the respective short-term deposit rates.
(4) Trading securities include treasury deposits, which represent bank deposits with an original maturity of over three months.
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2.

The Schneider Electric Software Business

The table below sets out the capitalisation and indebtedness of the Schneider Electric Software Business as at
31 March 2017, and has been extracted without material adjustment from the historical combined financial
information of the Schneider Electric Software Business for the year ended 31 March 2017, which is included
in Part VIII (Historical Combined Financial Information of the Schneider Electric Software Business) of this
document.
Capitalisation and Indebtedness

As at 31 March 2017
––––––––––––––––––
(US$’000)
––––––––

Total Current debt
– Guaranteed
– Secured
– Unguaranteed/unsecured

–
–
–
––––––––
–

Total Non-Current debt (excluding current portion of long-term debt)
– Guaranteed
– Secured
– Unguaranteed/unsecured
Shareholders’ equity(1)

––––––––
–
–
–
––––––––
–
––––––––
–

––––––––

Note:

(1) It is not possible to analyse the total capitalisation of the Schneider Electric Software Business as between share capital and other
reserves given that the Schneider Electric Software Business is not a single legal entity.

There has been no material change in the capitalisation of the Schneider Electric Software Business since
31 March 2017.
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The table below sets out the net indebtedness of the Schneider Electric Software Business as at 30 June 2017,
and has been extracted without material adjustment from the Schneider Electric Software Business’
accounting records.
Net Financial Indebtedness

As at 30 June 2017
(Unaudited)
––––––––––––––––––
(US$’000)
––––––––
28.0
–
––––––––
28.0
––––––––
37.9
––––––––
–
–
–
––––––––
–
––––––––
–
––––––––
–
–
–
––––––––
–
––––––––
65.9

Cash
Cash equivalents
Liquidity
Current net intra-group financial receivables(1)
Current bank debt
Current portion of non-current debt
Other current financial debt
Current financial debt
Net current financial indebtedness
Non-current bank loans
Bonds issued
Other non-current loans
Non-current financial indebtedness
Net financial indebtedness

––––––––

Note:

(1) Under the terms of the Merger Agreement, this balance will not form part of the Schneider Electric Software Business at
Completion and as such it is expected to be eliminated.

The Schneider Electric Software Business has no indirect or contingent indebtedness as at 30 June 2017.
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PART XI
THE RETURN OF VALUE
SECTION A: DETAILS
1.

Proposed Return of Value

As announced on 5 September 2017, the Board proposes to implement a Return of Value to Existing
Shareholders of approximately 1,014 pence per Ordinary Share (based on the current issued share capital of
the Company) amounting to £650 million in cash. The Schneider Electric Group will not be entitled to
participate in the Return of Value in respect of the Consideration Shares. The Directors’ intention is that the
Return of Value will be implemented by means of an issue of B Shares immediately following Completion,
which will be mandatorily redeemed, on the date of their issue, out of the proceeds of the issue of shares for
cash to the Schneider Electric Group (as far as possible), which shares are intended to be issued for the
purpose of financing the mandatory redemption, and as to the remainder out of distributable reserves of the
Company. However, it is not possible to determine that the Return of Value will be by way of a B Share issue
for certain at this stage, as the issue of B Shares in this manner requires a sufficient merger reserve arising
on the Combination and the size of the merger reserve will depend on a number of factors including the
prevailing AVEVA share price at Completion. In the event it is not possible to implement the Return of Value
in this manner, the Return of Value will be implemented by an issue of B Shares, a special dividend or a
repayment or reduction of capital or any combination of the foregoing (taking into account speed, tax
considerations and other relevant matters), some of which may result in the receipt of cash by Shareholders
being treated as income and some as capital for tax or other purposes. In order to facilitate the Return of
Value, Shareholders are being requested to grant the Directors authorities to implement a B Share Scheme.
This will avoid the need for a further Shareholders’ meeting. However, if the Return of Value is made
otherwise than by the issue of B Shares or special dividend, a further Shareholders’ meeting may be required
to implement it. The remainder of this Section A of this Part XI (The Return of Value) describes the
arrangements if and to the extent that the Return of Value is made by means of a B Share Scheme. The
implementation of the Return of Value is conditional upon the Combination completing, the passing of
Resolutions 1, 2, 3 and 4 at the General Meeting and on Admission. If these conditions are not satisfied, no
B Shares will be allotted or issued and the B Share Scheme will not take effect. The Return of Value is also
dependent upon the Company having sufficient distributable reserves. The Directors believe this will be the
case based on current reserves available to the Company, but in the event reserves were depleted between
now and Completion, the ability to implement the Return of Value to the full extent would be dependent upon
alternative arrangements being found which did not prejudice the tax position of Schneider Electric.
2.

Details of B Share Scheme

Shareholders will be able to receive their cash proceeds under the B Share Scheme. This is anticipated to
enable, so far as possible, UK resident Shareholders to receive their cash proceeds as capital rather than
income for UK tax purposes. It is also possible that equivalent treatment may be available in certain other
jurisdictions (but Shareholders should take their own professional advice in this regard).
Shareholders should read Section C of this Part XI (The Return of Value) which contains certain
information as to the tax treatment of the Return of Value in the UK. Shareholders who are in any
doubt as to their tax position, or who are subject to taxation in a jurisdiction other than the UK, should
consult an appropriate professional adviser.
Shareholders will receive one B Share (each B Share being subsequently mandatorily redeemed on the date
of Completion for its nominal amount) for each Ordinary Share held at the Record Time. The B Share
Scheme is not expected to result in any change to the percentage shareholdings of Shareholders. The
B Shares will be paid up in full with a nominal value to be determined by the Directors capitalising amounts
standing to the credit of the Company’s share premium account and/or merger reserves.
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It is currently expected that each such B Share will be issued with a nominal value of and then be
mandatorily redeemed by the Company for approximately 1,014 pence (or such lesser amount as the
Directors determine, with the remainder of the Return of Value being by way of special dividend). Upon the
mandatory redemption, the B Shares will be cancelled. The redemption proceeds will be sent to relevant
Shareholders.
The exact number of B Shares to be issued will be equal to the number of Ordinary Shares in issue at the
Record Time. As at the Latest Practicable Date there were 63,989,984 Ordinary Shares in issue. The
Company does not currently hold any shares in treasury. The Company intends to announce the exact number
and nominal value of the B Shares to be issued on the date of Admission.
It is the intention of the Directors that, if the relevant resolutions are approved by Shareholders at the General
Meeting and Completion takes place, Combination Admission and Re-Admission will occur simultaneously.
Therefore the Record Date for entitlement to B Shares is expected to occur on the last Business Day prior to
the expected date of Completion. The Company, if practicable, will give not less than three Business Days’
notice of the Record Date through an RIS.
Information relating to the B Shares
No application has been, or will be, made for the B Shares to be admitted to the Official List or to trading
on the London Stock Exchange’s main market for listed securities, nor will any of them be listed or admitted
to trading on any other recognised investment exchange. The B Shares will have limited rights. The rights
and restrictions attached to the B Shares are set out more fully in Section B of this Part XI (The Return of
Value).
3.

Tax

A general guide to certain limited aspects of the UK tax treatment of the B Share Scheme under current UK
law and HM Revenue & Customs’ published practice is set out in Section C of this Part XI (The Return of
Value).
Any Shareholder whose proceeds are (a) paid to an account maintained in the USA, (b) despatched to such
Shareholder at an address in the USA, or (c) paid to such Shareholder who has been or will be sent a
confirmation of redemption at an address in the USA, may be subject to US information reporting and
backup withholding.
Shareholders who are subject to tax in a jurisdiction other than the UK, or who are in any doubt as
to the potential tax consequences of the B Share Scheme, should consult an appropriate professional
adviser.
4.

General Meeting

Implementation of the B Share Scheme and certain related matters require the approval of Shareholders at a
general meeting of the Company. Accordingly, Shareholder approval for the Return of Value and certain
matters related to it is being sought at the General Meeting. A detailed summary of the relevant Resolutions
is set out in paragraph 19 of Part I (Letter from the Chairman of AVEVA Group plc) of this document.
5.

Securities law considerations in the United States and elsewhere

Neither the B Shares nor the Ordinary Shares have been or will be registered under the Securities Act or the
state securities laws of the United States and none of them may be offered or sold in the United States or to
any US persons unless pursuant to a transaction that has been registered under the Securities Act and the
relevant state securities laws or a transaction that is not subject to the registration requirements of the
Securities Act and the state securities laws, either due to an exemption therefrom or otherwise.
If legal or regulatory conditions in overseas territories render it desirable, the Company reserves the right to
issue B Share entitlements of such persons to a nominee and to remit the redemption proceeds following
mandatory redemption of the B Shares.
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6.

Dealings and despatch of documents

The Return of Value will be made by reference to holdings of Ordinary Shares on the Company’s register of
members as at the Record Time.
No share certificates will be issued by the Company in respect of B Shares and no CREST accounts will be
credited with any such shares.
It is expected that Shareholders who are entitled thereto, will be sent cheques in respect of the proceeds from
the mandatory redemption of B Shares, by the Payment Date. If Shareholders hold their Ordinary Shares in
CREST, it is expected they will have their CREST accounts credited on the Payment Date.
All cheques will be sent by post, at the risk of the Shareholder(s) entitled thereto, to the registered address
of the relevant Shareholder (or, in the case of joint Shareholders, to the address of the joint Shareholder
whose name stands first in the register of members in respect of such joint shareholding).
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SECTION B: RIGHTS AND RESTRICTIONS ATTACHED TO THE B SHARES
The following sets out the rights of the B Shares and the restrictions to which they will be subject, as the
same are proposed to be inserted into the Articles pursuant to Resolution 4 to be proposed at the General
Meeting. The following new Article 157 is to be inserted in the Articles.
157. Rights and restrictions attached to B Shares
157.1 General
Notwithstanding Article 4, the mandatorily redeemable shares in the capital of the Company (the
“B Shares”) shall have the rights, and be subject to the restrictions, attaching to shares set out in these
Articles and be of such nominal amount as the Directors may determine save that in the event of a
conflict between any provision in this Article 157 and any other provision in these Articles, the
provisions in this Article 157 shall prevail.
157.2 Income
The B Shares shall confer no right to participate in the profits of the Company (save insofar as
redemption may be made out of profits for the purposes of Article 157.6 below).
157.3 Capital
(a)

Except as provided in Article 157.5 below, on a return of capital on winding-up (excluding any
intra-group reorganisation on a solvent basis) but not otherwise, the holders of the B Shares
shall be entitled, in priority to any payment to the holders of every other class of share in the
capital of the Company, to the nominal amount paid up or credited as paid up on the B Shares
held by them respectively.

(b)

On a winding-up, the holders of the B Shares shall not be entitled to any further right of
participation in the profits or assets of the Company in excess of that specified in Article
157.3(a) above. In the event that there is a winding-up to which Article 157.3(a) applies and
the amounts available for payment are insufficient to pay the amounts due on all the B Shares
in full, the holders of the B Shares shall be entitled to their pro rata proportion of the amounts
to which they would otherwise be entitled.

(c)

The aggregate entitlement of each holder of B Shares on a winding-up in respect of all the
B Shares held by him shall be rounded down to the nearest whole penny.

(d)

The holders of the B Shares shall not be entitled to any further right of participation in the
assets of the Company in their capacity as holders of B Shares, save as provided in
Articles 157.3(a) or 157.6.

157.4 Attendance and voting at general meetings
(a)

The holders of the B Shares shall not be entitled, in their capacity as holders of such B Shares,
to receive notice of any general meeting of the Company nor to attend, speak or vote at any
such general meeting unless the business of the meeting includes the consideration of a
resolution for the winding-up of the Company (excluding any intra group reorganisation on a
solvent basis), in which case the holders of the B Shares shall have the right to attend the
general meeting and shall be entitled to speak and vote only on any such resolution.

(b)

If the holders of the B Shares are entitled to vote at a general meeting of the Company in their
capacity as holders of such B Shares, then, subject to any other provisions of these Articles,
each holder thereof shall be entitled to vote at such general meeting whether on a show of hands
or on a poll as provided in the Statutes and in these Articles.
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157.5 Class rights
(a)

The Company may from time to time create, allot and issue further shares, whether ranking
pari passu with or in priority or subsequent to the B Shares. The creation, allotment or issue of
any such further shares (whether or not ranking in any respect in priority to the B Shares) shall
be treated as being in accordance with the rights attaching to the B Shares and shall not involve
a variation of such rights for any purpose or require the consent or sanction of the holders of
the B Shares.

(b)

A reduction by the Company of the capital paid up or credited as paid up on the B Shares and
the cancellation of such shares shall be treated as being in accordance with the rights attaching
to the B Shares and shall not involve a variation of such rights for any purpose or require the
consent or sanction of the holders of the B Shares.

(c)

Without prejudice to the generality of the foregoing, the Company is authorised to reduce (or
purchase shares in) its capital of any class or classes and such reduction (or purchase) shall not
involve a variation of any rights attaching to the B Shares for any purpose or require the consent
or sanction of the holders of the B Shares.

157.6 Mandatory redemption of B Shares
Subject to the provisions of the Statutes and these Articles, the Company shall mandatorily redeem
the B Shares as follows:
(a)

The B Shares shall be mandatorily redeemed (without the Company having to give any notice
to holders of B Shares) at such time as the Directors may in their absolute discretion determine
on the same date as the issuance of the B Shares (the “Redemption Time”).

(b)

On the mandatory redemption of a B Share at the Redemption Time, the Company shall be
liable to pay to a holder of B Shares the nominal amount paid up or credited as paid up on the
B Share (the “Redemption Amount”) for each B Share held, rounded down in respect of each
holder’s aggregate holding to the nearest whole penny. The Company is authorised pursuant to
section 686 of the Act to agree with holders of B Shares a later date for payment. The
Company’s liability to pay to such holder the Redemption Amount for each such B Share shall
be discharged by the Company by a payment to such holder of the Redemption Amount for
each such B Share by cheque or by crediting of accounts in a relevant system.

(c)

In the absence of bad faith or wilful default, neither the Company nor any of its Directors,
officers or employees shall have any liability to any person for any loss or damage arising as a
result of the determination of the Redemption Time in accordance with Article 157.6(a).

(d)

All B Shares mandatorily redeemed shall be cancelled and the Company shall not be entitled
to re-issue them.

157.7 Transfer and Certificates
Subject to such of the provisions of these Articles as may be applicable, no transfer of B Shares will
be registered prior to the Redemption Time unless determined to the contrary by the Directors.
No share certificates or other documents of title shall be issued in relation to B Shares.
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SECTION C: TAXATION
United Kingdom taxation
The following comments do not constitute tax advice and are intended only as a general guide to current
United Kingdom tax law and HM Revenue & Customs’ current published practice (which are both subject
to change at any time, possibly with retrospective effect). They relate only to certain limited aspects of the
United Kingdom taxation treatment of Shareholders and are intended to apply only to Shareholders who are
resident and domiciled in the United Kingdom for United Kingdom tax purposes (unless the position of
non-UK resident Shareholders is expressly referred to) and who are and will be the absolute direct beneficial
owners of their Ordinary Shares and B Shares. The comments only apply to Shareholders who hold, and will
hold, their shares as investments and not as securities to be realised in the course of a trade (and the shares
are not held through a New Individual Savings Account or a Self-Invested Personal Pension). They may not
apply to certain Shareholders, such as dealers in securities, insurance companies and collective investment
schemes, Shareholders who are exempt from taxation, Shareholders who acquire or acquired their Ordinary
Shares under the AVEVA Share Plans and Shareholders who have (or are deemed to have) acquired their
Ordinary Shares by virtue of an office or employment. Such persons may be subject to special rules. The tax
treatment of Shareholders may be different for future transactions and may alter between the date of this
document and the implementation of the B Share Scheme.
Shareholders who are in any doubt as to their tax position or who are subject to tax in a jurisdiction
other than the United Kingdom should consult an appropriate professional adviser.
1.

General

The Directors’ intention is that the Return of Value will be implemented by means of an issue of B Shares,
which will be mandatorily redeemed, on the date of their issue, out of the proceeds of the issue of shares for
cash to the Schneider Electric Group (as far as possible) and, as to the remainder out of distributable reserves
of the Company. However it is not possible to determine this for certain at this stage, as the issue of B Shares
in this manner requires a sufficient merger reserve arising on the Combination and the size of the merger
reserve will depend on a number of factors including the prevailing AVEVA share price at Completion. In
the event that it is not possible to implement the Return of Value in this manner, the Return of Value will be
implemented by an issue of B Shares, a special dividend or a repayment or reduction of capital or any
combination of the foregoing (taking into account speed, tax considerations and other relevant matters).
The following paragraphs address the tax treatment of the B Share Scheme and/or a special dividend and is
based on advice received by the Company from its professional advisers. To the extent that another method
is adopted a further Shareholder meeting would be required, and the tax treatment of the proposed method
would be addressed at that time.
2.

Issue of B Shares

2.1

Capital
For the purposes of the United Kingdom taxation of capital gains and corporation tax on chargeable
gains (“CGT”):
2.1.1 the issue of the B Shares to Shareholders should be treated as a reorganisation of the
Company’s share capital. Shareholders in receipt of B Shares arising from the B Share Scheme
should not be treated as making a disposal of their holding of Ordinary Shares and no liability
to CGT should arise. Instead, the B shares received and the Ordinary Shares in respect of which
they are issued will, for CGT purposes, be treated as the same asset and as having been
acquired at the same time, and for the same consideration, as the Ordinary Shares; and
2.1.2 upon a subsequent disposal (or deemed disposal) of all or part of the Shareholder’s B Shares
or Ordinary Shares, a Shareholder’s aggregate base cost in such Shareholder’s holding of
Ordinary Shares will be apportioned between the B Shares and Ordinary Shares by reference
to their respective market values. Information about the apportionment of base cost between
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the B Shares and Ordinary Shares will be published on the Company’s website as soon as
reasonably practicable following the issue of the B Shares.
2.2

Income
The issue of the B Shares should not be treated as an income distribution and should not give rise to
any liability to United Kingdom income tax (or corporation tax on income) in a Shareholder’s hands
on the basis that the B Shares are fully paid up out of the Company’s share premium account and/or
merger reserves.

3.

Mandatory Redemption of B Shares

3.1

Capital
The mandatory redemption of the B Shares should be treated as a disposal of those Shares for United
Kingdom tax purposes. This may, subject to the Shareholder’s individual circumstances and any
available exemption or relief, give rise to a chargeable gain (or allowable loss) for the purposes of
CGT.
Any gain or loss will be calculated by reference to the difference between the redemption price and
the element of the Shareholder’s original base cost in their Ordinary Shares that is attributed to the
relevant B Shares. The amount of the base cost which will be attributed to the B Shares will be
determined as outlined in paragraph 2.1.2 of this Section C above.
The amount of CGT, if any, payable by an individual Shareholder as a consequence of the mandatory
redemption of the B Shares will depend on his or her own personal tax position. No tax should be
payable on any gain realised on the mandatory redemption of the B Shares if the amount of the
chargeable gains realised by such a Shareholder, when aggregated with their other chargeable gains
in the year of assessment (and after taking account of allowable losses), does not exceed the annual
exempt amount (£11,300 for 2017/2018). Broadly, any gains in excess of this amount will be taxed at
a rate of 10 per cent for a taxpayer paying tax at the basic rate and 20 per cent for a taxpayer paying
tax at a rate above the basic rate of income tax. Where the gains of a basic rate taxpayer subject to
CGT exceed the unused part of his basic rate band, that excess is subject to the tax at the 20 per cent
rate.
A corporate Shareholder is normally taxable on all of its chargeable gains without an annual exempt
amount, subject to any other available reliefs and exemptions. Corporate Shareholders should be
entitled to indexation allowance up to the date the chargeable gain is realised.

3.2

Income
The proceeds received by a Shareholder on mandatory redemption of the B Shares for an amount
equal to their nominal value should not be treated as an income distribution in the Shareholder’s
hands.
The Finance Act 2015 enacted legislation which, broadly, treats amounts paid on the redemption of
shares as income in the hands of an individual shareholder, rather than a capital gain, where a
company gives the shareholder a choice of whether to receive either a distribution or an “alternative
receipt” of broadly the same value but which, absent this legislation, would not be charged to income
tax. The Company has been advised and is of the view that this legislation should not apply to the
Return of Value to the extent that it is effected through the B Share Scheme set out above on the basis
that this route it does not provide Shareholders with a choice as to the form of any amounts they are
entitled to receive.
There is a possibility that, contrary to the expected treatment set out in the guide above, HM Revenue
& Customs may consider that the redemption of the B Shares does not give rise to a capital receipt
for Shareholders, because, for example, HM Revenue & Customs view the mandatory redemption of
the B Shares as preventing the Shareholders from obtaining beneficial ownership of them. If this view
were correct, it is likely that the cash receipt would be treated as income in the hands of UK taxpayers.
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4.

Special Dividend

The payment of a special dividend should be treated as an income distribution, and will not be treated as
giving rise to a disposal of Ordinary Shares for the purposes of the taxation of chargeable gains. The special
dividend should therefore be subject to United Kingdom income tax or United Kingdom corporation tax on
income (unless an exemption applies under Part 9A CTA 2009, as outlined below), under the rules applicable
to dividends as set out below.
4.1

Withholding tax
The Company will not be required to deduct or withhold any amount for or on account of UK tax from
the payment of any special dividend to Shareholders.

4.2

Individuals
The amount of income tax, if any, payable by an individual UK resident Shareholder as a consequence
of receiving a special dividend from the Company will depend on his or her own personal tax position.
No tax should be payable on any cash dividend from the Company if the amount of the dividend
received by the Shareholder, when aggregated with the other dividend income received in the year of
assessment, does not exceed the dividend nil rate band (£5,000 for 2017/2018) or, when treated as the
top slice of that Shareholder’s income, the personal allowance (£11,500 for 2017/2018).
To the extent that (taking account of the other dividend income received by the Shareholder in the
same year of assessment) the dividend does not fall within the dividend nil rate band or personal
allowance, it will be subject to income tax at 7.5 per cent (to the extent it is within the basic rate band),
32.5 per cent (to the extent it is within the higher rate band) or 38.1 per cent (to the extent it is within
the additional rate band), in each case, when treated as the top slice of that Shareholder’s income.
Following the announcement that a UK general election would be held on 8 June 2017 legislation to
reduce the dividend nil rate band to the first £2,000 of dividend income received for the 2018/2019
tax year and subsequent years was removed from Finance Bill 2017. At present it is unknown whether
this legislation will be introduced in a later finance bill.

4.3

Companies
Shareholders within the charge to UK corporation tax which are “small companies” for the purposes
of Chapter 2 of Part 9A of the Corporation Tax Act 2009 will not be subject to UK corporation tax on
any dividend received from the Company provided certain conditions are met (including an antiavoidance condition).
Other Shareholders within the charge to UK corporation tax will not be subject to UK corporation tax
on dividends received from the Company so long as the dividends fall within an exempt class and
certain conditions are met. For example, dividends paid on shares that are “ordinary shares” and are
not “redeemable” (as those terms are used in Chapter 3 of Part 9A of the Corporation Tax Act 2009),
and dividends paid to a person holding less than a 10 per cent interest in the Company, should
generally fall within an exempt class. However, the exemptions are not comprehensive and are subject
to anti-avoidance rules.
If the conditions for exemption are not met or cease to be satisfied, or such a Shareholder elects for
an otherwise exempt dividend to be taxable, the Shareholder will be subject to UK corporation tax on
dividends received from the Company at the rate of corporation tax applicable to that Shareholder
(currently 19 per cent from 1 April 2017, intended to reduce to 17 per cent from April 2020).

5.

Stamp duty and stamp duty reserve tax (“SDRT”)

The following comments are intended as a guide to the general stamp duty and SDRT position and do not
relate to persons such as market makers, brokers, dealers, intermediaries and persons connected with
depository arrangements or clearance services, to whom special rules apply.
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No stamp duty or SDRT should be payable on the issue of the B Shares or on the payment of the Special
Dividend.
No stamp duty or SDRT will be payable on, or as a result of, the mandatory redemption of the B Shares.
An agreement to sell B Shares or Ordinary Shares will normally give rise to a liability on the purchaser to
SDRT, at the rate of 0.5 per cent of the actual consideration paid. If an instrument of transfer of the B Shares
or Ordinary Shares is subsequently produced it will generally be subject to stamp duty at the rate of
0.5 per cent of the actual consideration paid (rounded up to the nearest £5). When such stamp duty is paid,
the SDRT charge will be cancelled and any SDRT already paid will be refunded. Stamp duty and SDRT are
generally the liability of the purchaser.
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PART XII
DIRECTORS, PROPOSED DIRECTORS AND CORPORATE
GOVERNANCE
1.

Directors and Senior Management of AVEVA

1.1

Profiles of the Directors of AVEVA

The names, business experience and principal business activities outside the AVEVA Group of the Directors
are set out below:
Philip Aiken
Non-Executive Chairman
Philip Aiken has over 40 years’ experience in industry and commerce having been, from 1997 to 2006,
President of BHP Petroleum and then Group President Energy of BHP Billiton. Prior to that he held senior
positions with BTR plc (from 1995 to 1997) and BOC Group (from 1970 to 1995). Other roles have included
non-executive director of National Grid plc, non-executive director of Miclyn Express Offshore Ltd,
chairman of Robert Walters plc, Senior Independent Director of Kaz Minerals plc (previously Kazakhmys
plc), senior independent director of Essar Energy plc, senior adviser for Macquarie Capital Europe,
Chairman of the 2004 World Energy Congress and serving on the boards of the Governor of Guangdong
International Council, World Energy Council and Monash Mt Eliza Business School. He is a non-executive
director of Newcrest Mining Limited and chairman of Balfour Beatty plc.
James Kidd
Chief Executive Officer
James Kidd is a Chartered Accountant and joined AVEVA in 2004. Prior to his appointment to the Board,
James held several senior finance roles within the AVEVA Group and was Head of Finance from 2006 until
2011, when he was appointed Chief Financial Officer. He became Chief Executive Officer of AVEVA in
January 2017. He joined the AVEVA Group at the time of the Tribon acquisition and played a significant
part in the completion of this transaction and the subsequent integration of the acquired business. His
responsibilities have included investor relations, the development of the AVEVA Group’s overseas
subsidiaries, standardisation of financial processes and procedures as well as being heavily involved in the
AVEVA Group’s recent acquisitions. Prior to joining AVEVA, he worked for both Arthur Andersen and
Deloitte, serving technology clients in both transactional and audit engagements.
David Ward
Chief Financial Officer
David Ward joined AVEVA in 2011 as Head of Finance before being appointed to the Board as Chief
Financial Officer in July 2016. In his six years with AVEVA, he has led the development of the AVEVA
Group’s finance function and the AVEVA Group’s risk and internal controls agenda, chairing AVEVA’s
management Risk Committee. He has also been heavily involved in a number of strategically important
change projects for the Company, including organisation design and information systems transformation. He
is a qualified Chartered Accountant and prior to joining AVEVA, he worked at Ernst & Young for 14 years
in various roles within the Assurance practice and completed a secondment to easyJet plc as Group Treasurer.
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Jennifer Allerton
Non-Executive Director
Jennifer Allerton has more than 38 years of information technology experience, most recently as chief
information officer at F. Hoffmann-La Roche in Switzerland with responsibility for IT strategy and
operations for the Pharma division and all group IT operations from June 2002 to July 2012. Prior to this
role, she served as technology director at Barclaycard, with responsibility for Fraud Operations and IT.
Currently, Jennifer serves as an independent director on the Board of Iron Mountain and as a non-executive
director of Paysafe Group plc and Sandvik AB. Jennifer was previously a non-executive director of Oxford
Instruments plc. She holds a Bachelor degree in Mathematics from Imperial College, London and a Master’s
degree in Physics from the University of Manitoba, Canada.
Christopher Humphrey
Non-Executive Director
Christopher Humphrey is a qualified accountant and has over 25 years’ experience managing engineering
and technology companies. He is a non-executive director and chairman of the audit committee of Vitec
Group plc. He is also a non-executive director of SDL plc and Eckoh plc. He was formerly group chief
executive officer of Anite plc (now Anite Limited), from 2008 until August 2015. He joined Anite in 2003
as group finance director. He was group finance director at Critchley Group plc and held senior positions in
finance at Conoco and Eurotherm International plc. He was previously a non-executive director of Alterian
plc between 2011 and 2012. He has a BA, MBA and is a Fellow of CIMA.
Ron Mobed
Non-Executive Director
Ron Mobed has a broad range of global experience in electronic information businesses across a number of
sectors and regions. He is chief executive officer of the Elsevier business of RELX Plc and was a
non-executive director of Argus Media from 2009 until 2011. He has also held executive positions with
Cengage Learning, IHS and Schlumberger. He is a Fellow of the Institute of Directors and of the Energy
Institute. He holds a Bachelor’s degree in Engineering from Trinity College, University of Cambridge and a
Master’s degree in Petroleum Engineering from Imperial College, University of London.
1.2

Profiles of the Senior Management of the AVEVA Group

Dave Wheeldon
Chief Technology Officer and Deputy Chief Executive Officer
Dave Wheeldon’s responsibilities encompass all aspects of product strategy, product development and
delivery of new products and product upgrades, including the revolutionary AVEVA NET™ platform and
the world-leading 3D PDMS™ and AVEVA Everything3D. Dave is responsible for the technical direction
and software engineering processes that underpin the development of AVEVA’s integrated engineering IT
solutions.
Dave joined AVEVA in May 1981. His early work in the Company fuelled a lifelong interest in the use of
computers to solve design and data management problems. He held a number of development, product
management and marketing positions before assuming his current responsibilities.
Before joining the Company, Dave spent three years researching advanced wastewater treatment
technologies after achieving a first-class degree in Environmental Chemical Engineering.
Dave has informed the Company he intends to retire from the AVEVA Group and it has been agreed with
the Board that Dave will retire from all of his roles at the AVEVA Group in December 2018.
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Steen Lomholt-Thomsen
Chief Revenue Officer
Steen joined AVEVA on 1 June 2017 as Chief Revenue Officer. Steen is a highly regarded sales professional
with 25 years’ experience in the IT and software industries. Before joining AVEVA, Steen held previous
roles in HP, IBM and IHS Markit, where he had overall responsibility for sales operations in both the EMEA
region and the global energy sector.
Steen is responsible for the sales and marketing functions, leading on initiatives to drive further growth for
AVEVA.
He holds a Master in Economics and Business Administration from Copenhagen Business School is a
member of the leading Danish Executive Business Group.
2.

Proposed Directors and Senior Management of the Enlarged Group

2.1

Proposed Directors of the Enlarged Group

On Admission, the following two Directors will be appointed to the Board by Schneider Electric:
Name
––––––––––––––––––––––
Emmanuel Babeau
Peter Herweck

Proposed position
––––––––––––––––––––––––––––––––––––
Non-Executive Director and Vice Chairman
Non-Executive Director

Emmanuel Babeau
Proposed Director and proposed Vice Chairman
Emmanuel Babeau is deputy chief executive officer of Schneider Electric. He began his career at Arthur
Andersen in 1990. In 1993, he joined the Pernod Ricard group as an internal auditor. He was appointed head
of internal audit, corporate treasury and consolidation in 1996. He subsequently held several executive
positions, notably outside France, before becoming vice president of development in 2001, chief financial
officer in June 2003 and group deputy managing director in charge of finance in 2006. He joined Schneider
Electric in the first half of 2009. Emmanuel has also served as an independent director of Sodexo since
January 2016.
Peter Herweck
Proposed Director
Peter Herweck joined Schneider Electric in 2016 as executive vice president of the industry business and a
member of the executive committee. Peter began his career at Mitsubishi Electric as a software development
engineer in Japan before joining Siemens in 1993, where he held a variety of positions in the automation and
drives field in Germany, China and the US. Peter studied automation technology at Saarland University of
Applied Sciences, Germany, and received a Master’s degree in electrical engineering from Université de
Metz, France. He holds a MBA and completed the Advanced Management Program at Harvard Business
School.
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2.2

Proposed Senior Management of the Enlarged Group

On Admission, in addition to members of Senior Management detailed above at paragraph 1.2 of this
Part XII (Directors, Proposed Directors And Corporate Governance) the following two senior managers will
be engaged by the Enlarged Group:
Ravi Gopinath
Executive vice president of the Schneider Electric Software Business
Ravi Gopinath joined Schneider Electric in April 2014 as the executive vice president of the Schneider
Electric Software Business following the acquisition of Invensys plc. Ravi is responsible for forming the
integrated software business and defining the growth and market leadership strategy for the integrated
business. Ravi will be appointed as Chief Operating Officer of the Enlarged Group.
Ravi began his career at Tata Consultancy Services in 1994 where he held a number of positions including
head of the global engineering services business before joining Geometric Limited in 2006 as managing
director and chief executive officer. Ravi joined Invensys in 2009 as president of the Asia Pacific operations
management division and was appointed president of the software business in April 2011.
Ravi holds a Master’s in Chemical Engineering from the Indian Institute of Technology and a PhD in
Chemical Engineering from Rensselaer Polytechnic Institute.
James Griffith
Vice President Finance of the Schneider Electric Software Business
James (Jim) Griffith is vice president, finance of the Schneider Electric Software Business and joined
Schneider Electric following the acquisition of Invensys plc by Schneider Electric. Jim has responsibility for
the global financial operations of the Schneider Electric Software Business.
Jim joined Invensys in 1998 as the global finance manager and was appointed vice president of the software
business in 2011 where he led a global team with responsibility for the finance, accounting, business
functions. Prior to joining Invensys, Jim was senior finance manager for Raytheon Electronics and finance
manager at Hughes Aircraft Company.
Jim holds an Economics degree from the University of California Los Angeles and an MBA from Loyola
Marymount University.
3.

Corporate Governance

The Company supports the principles of corporate governance contained in the UK Corporate Governance
Code and, through its commitment to the highest standards of corporate governance, the Board endorses and
supports the essential elements of the UK Corporate Governance Code. The Company complies with the UK
Corporate Governance Code and the Directors and, following their appointment, the Proposed Directors,
intend to comply with UK Corporate Governance Code following Completion save as described in
paragraph 3.6.3 below.
3.1

The Board of AVEVA

The AVEVA Group is (and the Enlarged Group will be) controlled by the Board, which is responsible for
the Company’s system of corporate governance. The Board currently comprises six Directors, four of whom
are Non-Executive Directors. The Non-Executive Directors possess a wide range of skills and experience
relevant to the development of the AVEVA Group and the Enlarged Group, which complement those of the
Executive Directors. The Board considers that all of the current Non-Executive Directors are independent of
management and free from any business or other relationship that could materially interfere with the exercise
of their independent judgement. The two Proposed Directors who are non-executive directors will not be
considered to be independent.
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The parties are in the process of selecting a new Chief Executive Officer of AVEVA, with a proven track
record and experience in managing a global software business. An announcement identifying the new Chief
Executive Officer and clarifying the timing of his appointment will be made as soon as practicable. James
Kidd will continue in his role as Chief Executive Officer until such time as the Board decides to appoint a
new Chief Executive Officer, whereupon it is intended that James will be appointed to the role of Deputy
Chief Executive Officer and Chief Financial Officer in order to drive forward the strategy, implementation
and integration of the Enlarged Group. David Ward will also continue in his role as Chief Financial Officer
until a new Chief Executive Officer is appointed and following such appointment it is intended that David
will step down from the Board and be appointed to the role of Company Secretary. See also paragraph 3.7
of this Part XII (Directors, Proposed Directors and Corporate Governance) below regarding changes to the
composition of the Board to be made pursuant to the Relationship Agreement.
In accordance with the UK Corporate Governance Code, all Directors are subject to election by the
Shareholders at the first annual general meeting of the Company after their appointment, and, thereafter, are
subject to election on an annual basis. The Board has agreed procedures for Directors to follow if they
believe they require independent professional advice in the furtherance of their duties and these procedures
allow the Directors to take such advice at the Company’s expense. In addition, all the Directors have direct
access to the advice and services of the Company Secretary. The Company Secretary is accountable to the
Board through the Chairman on governance matters. It is the responsibility of the Company Secretary to
ensure that the Board procedures are followed and all rules and regulations are complied with. Any new
Director receives a comprehensive, formal and tailored induction into the Company’s operations. The
Directors can request that appropriate training is available as required. New Directors’ inductions include
briefings on the Company’s business, strategy, constitution and decision making process, the roles and
responsibilities of a director and the legislative framework. New Directors also meet with the senior product
and other managers.
As part of its leadership and control of the Company, the Board has agreed a list of items that are specifically
reserved for its consideration. These include overall responsibility for the strategy of the AVEVA Group,
corporate governance, Board membership and communications with shareholders, review of trading
performance and forecasts, approval of material transactions, including acquisitions and divestments,
approval of financial statements, approval of the annual operating and capital budgets and risk management.
At each meeting, the Board reviews the progress of the AVEVA Group (and following Completion, will
review progress of the Enlarged Group) towards its objectives and monitors financial progress against
budget. The Board also meets regularly with the board of AVEVA Solutions Limited, its main operating
company, to ensure that the Board is well informed on technical and market factors driving the AVEVA
Group’s performance and financial outcomes.
The Board schedules meetings on a regular basis with approximately seven meetings taking place every year
and additional meetings taking place when circumstances and business dictate. In the financial year ended
31 March 2017, there were eight formally scheduled Board meetings.
All Directors receive an agenda and board papers in advance of meetings to help them make an effective
contribution at the meetings. The Board makes full use of appropriate technology as a means of updating and
informing all its members. Board papers are circulated electronically to a tablet device, allowing Directors
to access documentation more easily and securely. The Executive Directors ensure regular informal contact
is maintained with the Non-Executive Directors.
The Board undertakes a formal and rigorous process for the evaluation of its own performance and that of
its committees and individual Directors (including the Chairman), as required by the UK Corporate
Governance Code.
3.2

Board Committees

In accordance with best practice, the Company has established Audit, Nomination and Remuneration
Committees, with written terms of reference for each that deal with their respective authorities and duties.
The full terms of reference of all the committees are available from the Company Secretary or can be viewed
on the Company’s website at http://www.aveva.com.
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3.3

Audit Committee

3.3.1 The Audit Committee is comprised entirely of independent Non-Executive Directors. It is chaired by
Christopher Humphrey, who the Board considers has recent and relevant financial experience. The
other members are Jennifer Allerton and Ron Mobed. The Audit Committee will continue to comprise
only independent Non-Executive Directors on Completion.
3.3.2 The Audit Committee is expected to meet not less than three times in each financial year and met four
times during the financial year ended 31 March 2017.
3.3.3 The Audit Committee is responsible for, amongst other things:

3.4

•

where requested by the Board, reviewing the content of the annual report and accounts and
advising the Board on whether, taken as a whole, it is fair, balanced and understandable and
provides the information necessary for Shareholders to assess the Company’s performance,
business model and strategy;

•

overseeing the relationship with the Company’s auditor, ensuring the independence and
objectivity of the auditor (taking into account UK professional and regulatory requirements and
the relationship with the audit firm as a whole) and considering audit fees and fees for other
non-audit work;

•

reporting to the Board on its proceedings, identifying any matters in respect of which it
considers that action or improvement is needed and making recommendations as to the steps
to be taken;

•

monitoring the integrity of the financial statements of the Company;

•

reviewing the effectiveness of the Company’s internal financial controls and internal control
and risk management systems;

•

reviewing the Company’s procedures for detecting fraud, the Company’s systems and controls
for the prevention of bribery, the adequacy and effectiveness of the Company’s anti-money
laundering systems and the Company’s arrangements for its employees and contractors to raise
concerns, in confidence, about possible wrongdoing in financial reporting or other matters; and

•

considering, annually, whether there should be an internal audit function in the context of the
Company’s overall risk management system and making a recommendation to the Board
accordingly.

Nomination Committee

3.4.1 The Nomination Committee is comprised of four Directors. It is chaired by Philip Aiken and the other
members are Jennifer Allerton, Christopher Humphrey and Ron Mobed. As set out in paragraph 3.6.3
below, from Completion, the Nomination Committee shall be comprised of two independent
Non-Executive Directors and one Schneider Electric Director. The Nomination Committee is
expected to meet not less than twice a year and during the financial year ended 31 March 2017 met
three times.
3.4.2 The Nomination Committee is responsible for, amongst other things:
•

reviewing the structure, size and composition (including the skills, knowledge and experience)
required of the Board and making recommendations to the Board with regard to any changes;

•

identifying and nominating, for the approval of the Board, candidates to fill Board vacancies
as and when they arise;

•

giving full consideration to succession planning for Directors and other senior executives;

172

3.5

•

keeping under review the leadership needs of the Company, both executive and non-executive,
with a view to ensuring the continued ability of the organisation to compete effectively in the
market place; and

•

reviewing annually the time required from Non-Executive Directors and evaluating whether
they are spending enough time to fulfil their duties.

Remuneration Committee

3.5.1 The Remuneration Committee is comprised entirely of Non-Executive Directors. It is chaired by
Jennifer Allerton and the other members are Christopher Humphrey and Ron Mobed. As set out in
paragraph 3.6.3 below, from Completion, the Remuneration Committee shall be comprised of two
independent Non-Executive Directors and one Schneider Electric Director. The Remuneration
Committee is expected to meet not less than twice a year and during the financial year ended
31 March 2017 met six times.
3.5.2 The Remuneration Committee is responsible for, amongst other things:
•

determining and agreeing with the Board the framework or broad policy for the remuneration
of the Chief Executive Officer, the Chairman, the Executive Directors and other members of
the executive management team;

•

determining the total individual remuneration package of the Chairman, each Executive
Director and other senior executives including bonuses, incentive payments and share options
or other share awards;

•

determining the policy for, and scope of, pension arrangements for each Executive Director and
other senior executives;

•

approving the design of, and determining targets for any performance related pay schemes
operated by the Company, and approving the total annual payments made under such schemes;

•

reviewing the design of all share incentive plans for approval by the Board and Shareholders;

•

overseeing any major changes in employee benefit structures throughout the AVEVA Group
(and, following Completion, the Enlarged Group); and

•

reviewing the on-going appropriateness and relevance of the remuneration policy.

3.5.3 The Company’s policy on the remuneration of Executive Directors and their direct reports is
established by the Remuneration Committee and approved by the Board. The individual remuneration
package of each Executive Director is determined by the Remuneration Committee in accordance
with the remuneration policy of the Company in force from time to time pursuant to section 439A of
the Companies Act.
3.5.4 The remuneration of Non-Executive Directors is a matter for the Chairman and the Executive
Directors.
3.5.5 No Director or employee participates in discussions relating to the setting of their own remuneration.
3.5.6 The objective of the Company’s remuneration policies is that all employees, including Executive
Directors, should receive appropriate remuneration for their performance, responsibility, skills and
experience. Remuneration packages are designed to enable the AVEVA Group (and, following
Completion, the Enlarged Group) to attract and retain key employees by ensuring they are
remunerated appropriately and competitively and that they are motivated to achieve the highest level
of performance for the Company in line with the best interests of Shareholders.
3.5.7 It is intended that an appropriate and significant proportion of remuneration of the Executive Directors
will continue to be performance-related and a series of proposals in relation to incentive schemes and
Executive Director remuneration will be put forward at the next annual general meeting.
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3.6

Compliance with the UK Corporate Governance Code

3.6.1 The Company complies with the provisions of the UK Corporate Governance Code and it is intended
that the Company will continue to comply with the UK Corporate Governance Code, save as set out
in paragraph 3.6.3 below.
3.6.2 On Completion, the Company will enter into the Relationship Agreement with Schneider Electric.
Pursuant to the Relationship Agreement, the two Schneider Electric Directors will be nominated by
Schneider Electric and appointed to the Board on Completion. Please see paragraph 3.7 below for a
more detailed description of the Relationship Agreement.
3.6.3 On Completion, each of the Remuneration Committee and Nomination Committee shall comprise a
total of three members, one of whom will be a Schneider Electric Director and the other two will be
independent Non-Executive Directors. The quorum for Remuneration Committee and Nomination
Committee meetings will include a Schneider Electric Director. If no quorum is present, at any
adjourned meeting of the relevant committee there will not be a requirement for the Schneider Electric
Director to be present to form a quorum. The Audit Committee will continue to comprise only
independent Non-Executive Directors. Schneider Electric shall have a right of representation on any
other Board committee to be established. The Nomination Committee will be responsible for
proposing Board appointments (save for Schneider Electric Directors and, after two years from
Completion as described below in paragraph 3.7.1 of this Part XII (Directors, Proposed Directors and
Corporate Governance), the appointment of the Chairman).
The UK Corporate Governance Code will not be complied with in the following respects:

3.7

(a)

the Remuneration Committee will not consist solely of independent Non-Executive Directors
(as indicated above);

(b)

after the period of two years referred to in paragraph 3.7.1 of this Part XII (Directors, Proposed
Directors and Corporate Governance) below, the Chairman may not be independent on
appointment, whereupon the independent Non-Executive Directors’ votes will be less than the
votes of the remaining Board members including the Chairman’s casting vote; and

(c)

until the Company appoints an additional independent Non-Executive Director (as indicated
below in paragraph 3.7.1 of this Part XII (Directors, Proposed Directors and Corporate
Governance)) the Company will be in breach of the requirement for at least half the Board
(excluding the Chairman) to be independent Non-Executive Directors.

Relationship Agreement

The Relationship Agreement will come into effect on Admission and remain in force until (i) the Company
ceases to be listed (which could result from further share acquisitions by Schneider Electric, as the UKLA
has a discretion to delist if, inter alia, there is insufficient liquidity) or (ii) the Schneider Electric Group
ceases to be a Shareholder or (iii) if earlier, by agreement between Schneider Electric and the Company
(subject always to the Listing Rules). The following is a summary of the principal terms of the Relationship
Agreement.
3.7.1 Board Composition
Save as indicated in paragraphs 11 and 12 of Part I (Letter from the Chairman of AVEVA Group plc)
of this document, the existing Board will remain in place on Completion. Specifically, Philip Aiken,
James Kidd, Jennifer Allerton, Christopher Humphrey and Ron Mobed will remain in place following
Completion. If such directors leave or are removed or are not re-appointed, they will be replaced in
accordance with the recommendations of the Nomination Committee. Schneider Electric is not
restricted under the Relationship Agreement from voting to remove any Executive or Non-Executive
Directors or from voting against their re-election. In addition, two Schneider Electric Directors will
be appointed by Schneider Electric to the Board of the Enlarged Group at Completion.
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The Schneider Electric Group may appoint one non-executive director to the Board so long as it holds
at least 10 per cent of the voting rights and economic interest in the Company and two non-executive
directors so long as it holds at least 25 per cent of such rights and interests. The Company and
Schneider Electric agree that one additional independent Non-Executive Director will be appointed as
soon as possible after Admission in order to comply with the requirements of the UK Corporate
Governance Code. Such appointment shall be approved after Admission by the Nomination
Committee.
The Board of the Enlarged Group will continue to have an independent non-executive Chairman for
a period of two years following Completion. Thereafter, for so long as the Schneider Electric Group
has the right to appoint at least one Non-Executive Director to the Board (that is, so long as the
Schneider Electric Group holds at least 10 per cent of the voting rights and economic interest in the
Company), Schneider Electric will have the right (but not the obligation) to appoint such NonExecutive Director as the Chairman. The Chairman of a meeting of the Board of the Enlarged Group
will have a casting vote in the case of equality of votes on questions arising at any meeting. The
Deputy Chairman of the Board of the Enlarged Group will be appointed from one of Schneider
Electric’s two Non-Executive Directors on Completion. If a Schneider Electric Director is appointed
as Chairman of the Board of the Enlarged Group, the Schneider Electric Director appointed as Deputy
Chairman of the Board shall cease in that role and the role of Deputy Chairman of the Board shall
either cease to exist or be performed by an independent Non-Executive Director as determined by the
Board. The Company shall procure that each Schneider Electric Director shall (if that person remains
a director at the relevant time and is willing to stand for re-election) be recommended for re-election
at each general meeting of the Company at which that Schneider Electric Director is required to retire
and seek re-election.
3.7.2 Quorum
In order for Board meetings to be quorate, three Directors, including (so long as Schneider Electric is
entitled to appoint at least one Non-Executive Director) at least one Schneider Electric Director, must
be present. If no quorum is present, a reduced quorum of any two Directors is required to be present
at any adjourned or reconvened meeting.
3.7.3 Fees
Each Schneider Electric Director is entitled to receive fees and expenses for the performance of his or
her duties as a Director in accordance with the Company’s normal remuneration policies for NonExecutive Directors. Schneider Electric may, at any time and at its option, procure that any Schneider
Electric Directors who are employees of the Schneider Electric Group waive any rights accruing to
them to receive any payments in connection with their position as Directors.
3.7.4 Committee Composition
So long as Schneider Electric is entitled to appoint one or more Non-Executive Directors, each of the
Remuneration Committee and Nomination Committee will comprise a total of three members, one of
whom will be the (or a) Schneider Electric Director and the other two members will be independent
Non-Executive Directors. The quorum for Remuneration Committee and Nomination Committee
meetings will require the (or a) Schneider Electric Director to be present. However, if no quorum is
present then there will not be a requirement for the (or a) Schneider Electric Director to be present at
any adjourned or reconvened meeting of the relevant committee. The Audit Committee will continue
to comprise only independent Non-Executive Directors.
Schneider Electric will have a right to be represented on any other Board committee to be established.
Schneider Electric has acknowledged that it is its current intention that the Nomination Committee
will be responsible for proposing Board appointments (subject as stated above in relation to the
appointment of Schneider Electric Directors and the appointment of the Chairman).
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3.7.5 Board Reserved Matters/Schneider Electric Reserved Matters
The following matters are to be subject to Board approval:
(a)

any acquisition or disposal of any company or business with a price exceeding £50 million;

(b)

otherwise than in the ordinary course of business, any sale or other disposal or transfer intragroup of, or discontinuation of the business related to: (a) the assets comprised within the line
of business utilising the Citect, sublicensing of the scope of rights concerning ClearSCADA
and Ampla software rights contributed to AVEVA under the Combination; or (b) any other
material part of the Schneider Electric Software Business contributed to AVEVA under the
Combination;

(c)

any other transaction that would constitute a Class 2 transaction under the Listing Rules;

(d)

any issue of new shares or equity securities in AVEVA (other than on a pre-emptive basis),
such approval to be obtained no later than seven days prior to the issue date or such longer
period as shall be reasonable to allow Schneider Electric to restore its stake to its initial
percentage shareholding in AVEVA, following Completion other than any issue pursuant to
employee share schemes approved by the Board;

(e)

any decision to pay or recommend payment of a dividend or other distribution;

(f)

the adoption of the Company’s annual budget or business plan; and

(g)

the appointment or removal of the chief executive, chief financial officer, chief operating
officer and any other Executive Directors and those who directly report to the chief executive.

The Relationship Agreement also contains the following Schneider Electric Reserved Matters, for the
period of 5 years from Completion and provided that the Schneider Electric Group holds more than
50 per cent of the voting rights in the Company, AVEVA shall give Schneider Electric reasonable
notice of any transaction involving:
(a)

otherwise than (i) in the ordinary course of business; or (ii) where the approval of the
Shareholders is required under Chapter 10 and 11 of the Listing Rules, any sale or other
disposal or transfer (irrespective of whether such sale, other disposal or transfer is to any third
party or within the Enlarged Group) of, or discontinuation of, the business related to: (i) the
assets comprised within the line of business utilising Citect, sublicensing of the scope of rights
concerning ClearSCADA and Ampla software rights contributed to AVEVA under the
Combination; or (ii) any other material part of the Schneider Electric Software Business
contributed to AVEVA under the Combination; or

(b)

any issue of shares in AVEVA (including pursuant to any employee share scheme) representing
five per cent or more of AVEVA’s total share capital in issue or any issue of shares that would
leave Schneider Electric’s holding at/or below 50 per cent of AVEVA’s total share capital in
issue,

and any such transaction shall not be approved by the Board without the approval of Schneider
Electric provided, however, the approval of Schneider Electric shall not be required unless Schneider
Electric, acting reasonably, believes that the relevant transaction may compromise the tax treatment
of the Pre-Closing Reorganisation which relates to Schneider Electric or its affiliates.
3.7.6 Independence provisions
For so long as: (i) Schneider Electric remains a “controlling shareholder” of AVEVA within the
meaning of Listing Rule 6.1.2AR; or (ii) the Schneider Electric Group holds 25 per cent or more of
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the voting rights or economic interest in the Company, Schneider Electric agrees to undertake, and
procure that its Associates (as defined in the Listing Rules) undertake, that:
(a)

all transactions, agreements and arrangements between Schneider Electric or any of its
Associates (as defined in the Listing Rules) (on the one hand) and any member of the Enlarged
Group (on the other hand) are conducted at arms’ length basis and on normal commercial
terms;

(b)

neither Schneider Electric nor any of its Associates (as defined in the Listing Rules) will
propose or procure the proposal of a shareholder resolution which is intended or appears to be
intended to circumvent the proper application of the Listing Rules;

(c)

neither Schneider Electric nor any of its Associates (as defined in the Listing Rules) will take
any action that would have the effect of preventing the Company from complying with its
obligations under the Listing Rules or from complying with the terms of the Relationship
Agreement; and

(d)

it will abstain and will cause its Associates to abstain from voting on any resolution to approve
a “related party transaction” (as such term is defined in the Listing Rules) involving Schneider
Electric or any of its Associates as the related party.

Schneider Electric has acknowledged that it is its current intention that the Company will apply the
UK Corporate Governance Code and all the Board policies and procedures which applied to the
Company in the period up to Completion save as stated in paragraph 3.6 above entitled “Compliance
with the UK Corporate Governance Code” of Part XII (Directors, Proposed Directors and Corporate
Governance) of this document.
3.7.7 Restrictions and changes in shareholding
There is no restriction on disposals of shares in the Company by Schneider Electric.
For two years following Completion, without the approval of the majority of the Enlarged Group’s
independent Non-Executive Directors, Schneider Electric will not:
(a)

announce or make a general offer under the Takeover Code for the remaining shares in the
Company;

(b)

vote in favour of a delisting of the Company;

(c)

increase the aggregate shareholding of Schneider Electric and its Associates in the Company
above its percentage shareholding immediately after Completion (calculated on a Fully Diluted
Basis, such Fully Diluted Basis to include shares or equity securities whose issues have been
approved by the Board).

Acquisitions of shares by Schneider Electric or its Associates within the first two years following
Completion will be permitted to the extent required to maintain or restore their aggregate shareholding
at or to the initial percentage at Completion (calculated on a Fully Diluted Basis, as above).
For 18 months after the end of the two year period, the restrictions outlined above regarding making
an offer for the Company or acquiring further shares in the Company shall continue to apply save that
Schneider Electric and its Associates will be permitted, without any need for independent NonExecutive Director approval:
(a)

to announce or make a general offer under the Takeover Code for the remaining shares in the
Company (subject as provided below); and

(b)

otherwise to acquire additional shares in the Company in the market or otherwise, up to an
aggregate shareholding below 75 per cent of the Enlarged Share Capital.

177

If, during the 18 month period, Schneider Electric (or any of its Associates) makes a general offer
under the Takeover Code for the remaining shares in the Company, such offer must be:
(a)

at an offer price not less than a 20 per cent premium to the 30-day volume weighted average of
the Company’s share price immediately prior to the commencement of the offer period of the
Company during which the Schneider Electric offer is made and be recommended by a
majority of the independent Non-Executive Directors (or include an acceptance condition
which requires the acceptance of the offer by a majority of the other shareholders in the
Enlarged Group); or

(b)

otherwise be recommended by a majority of the Enlarged Group’s independent Non-Executive
Directors.

After this further 18 month period, Schneider Electric will be under no restrictions as to further
acquisitions of shares or making offers.
It should be noted that the minimum offer price described above: (a) is only for the period of 18
months immediately following the initial period of two years from Completion; (b) does not impose
any obligation on Schneider Electric to make any offer; (c) can be waived by the independent nonexecutive directors; (d) may be depressed by sales of shares (as it is by reference to the then trading
price) and Schneider Electric is not under any restriction on sales of shares in the Company.
3.7.8 Other
The Company shall maintain its financial year-end to 31 March and the Company shall continue to
apply IFRS accounting policies as adopted by the European Union.
Schneider Electric and its Associates shall (for so long as Schneider Electric and its Associates hold
more than 5 per cent of the voting rights in the Company) be permitted to obtain on reasonable request
such information and access to information as is necessary or reasonably required by Schneider
Electric for tax, accounting, legal or regulatory purposes and vice versa for the Company.
Neither Schneider Electric nor any of its Associates will take any action which would reasonably be
expected to result in the Company’s dividend policy not being consistent with the Company’s existing
dividend policy, which is to pay a progressive dividend.
On the Ordinary Shares ceasing to be listed, the protections in the Relationship Agreement will cease.
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PART XIII
ADDITIONAL INFORMATION
1.

Responsibility

1.1

The Company and each of the Directors and the Proposed Directors, whose names appear at
paragraphs 1.1 and 2.1 respectively of Part XII (Directors, Proposed Directors and Corporate
Governance) of this document, accept responsibility for the information contained in this document.
To the best of the knowledge and belief of the Company, the Directors and the Proposed Directors
(each of whom has taken all reasonable care to ensure that such is the case), such information is in
accordance with the facts and does not omit anything likely to affect the import of such information.

1.2

The Schneider Electric board of directors accepts responsibility for the information contained in this
document relating to Schneider Electric and the Schneider Electric Software Business including, in
particular, the statement of intention in paragraph 10 of Part I (Letter from the Chairman of AVEVA
Group plc) of this document and Part IV (Information on the Schneider Electric Software Business)
and Part VIII (Historical Combined Financial Information of the Schneider Electric Software
Business) of this document. To the best of the knowledge and belief of the Schneider Electric board
of directors (having taken all reasonable care to ensure that such is the case), such information is in
accordance with the facts and does not omit anything likely to affect the import of such information.

2.

Corporate History

2.1

AVEVA Group plc was incorporated in England and Wales (where it is domiciled) on 9 June 1994
under the Companies Acts 1985 and 1989 as a private company limited by shares, with registration
number 02937296 and with the name M & R 603 Limited. The company name was changed from
M & R 603 Limited to CADCentre Holdings Limited on 1 September 1994. The Company was
re-registered as a public company limited by shares and its company name was changed from
CADCentre Holdings Limited to CADCentre Group plc on 29 October 1996.

2.2

On 5 December 1996, the ordinary shares were admitted to listing on the Official List and to trading
on the London Stock Exchange’s main market for listed securities.

2.3

The company name was changed from CADCentre Group plc to AVEVA Group plc on 17 July 2001.

2.4

The liability of the members of the Company is limited.

2.5

The Company’s registered office and principal place of business is at High Cross, Madingley Road,
Cambridge CB3 0HB (tel. no +44 (0)1223 556 655).

2.6

The principal activity of the Company and its direct and indirect subsidiaries during the year is as an
engineering software provider to the plant, power and marine industries.

2.7

The ISIN of the Ordinary Shares is GB00BBG9VN75. The ISIN of the Consideration Shares will be
GB00BBG9VN75 if the Record Date is before the issue of the Consideration Shares.

3.

Share Capital

3.1

As at the Latest Practicable Date, the issued share capital of the Company was £2,275,199.43 divided
into 63,989,984 ordinary shares of 35⁄9 pence each (all of which were fully paid or credited as fully
paid). As at the Latest Practicable Date, the Company holds no treasury shares.

3.2

Immediately following the Combination, the Company’s issued share capital is expected to be
approximately £5.7 million divided into 161.4 million Ordinary Shares (all of which will be fully paid
or credited as fully paid).
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3.3

The following is a summary of the changes in the issued ordinary share capital of the Company from
1 April 2014 to 31 March 2017, being the date of the most recent audited balance sheet of the
Company:

Date of Issue
————————
22 July 2014
5 August 2014
11 September 2014
24 December 2014
12 March 2015
29 July 2015
24 September 2015
10 February 2016
24 May 2016
27 May 2016
29 September 2016
3.4

Number of
Ordinary
Shares
Issued
————
60,303
7,514
2,601
1,948
2,515
5,032
4,083
3,757
10,579
566
3,611

Nominal
Value (£)
————
2,144
267
92
69
89
179
145
134
376
20
128

Market
Price (£)
————
20.17
20.13
21.68
13.15
14.77
22.05
21.29
12.98
15.27
16.00
20.12

Nature of Issue
—————————————
To settle exercised share options
To settle exercised share options
To settle exercised share options
To settle exercised share options
To settle exercised share options
To settle exercised share options
To settle exercised share options
To settle exercised share options
To settle exercised share options
To settle exercised share options
To settle exercised share options

Details of the total number of options and awards under the AVEVA Share Plans outstanding as at the
Latest Practicable Date are set out in the following table:

AVEVA Share Plan
————————
LTIP
LTIP
RSP
RSP
DSS

Date(s) of Grant
———————
21 July 2015
13 July 2016
21 July 2015
13 July 2016
4 July 2014
6 August 2015
25 July 2016
3 July 2017

Number of
Ordinary
Shares
over which
awards are
outstanding
—————
200,732
113,413
49,390
50,409
19,827

Exercise
price (£)
————
0.03556
0.03556
0.03556
0.03556
Nil

Exercise period(s)/
Vesting date
————————
21 July 2018
13 July 2019
21 July 2017 to
21 July 2018
13 July 2019
23 May 2017 to
5 July 2020

The Company intends shortly to make further grants of options and awards under the AVEVA Share
Plans for 2017.
3.5

Existing Shareholder authorities

At the Annual General Meeting, the Shareholders approved, amongst other things, resolutions to:
3.5.1 generally and unconditionally authorise the Company to make market purchases (within the meaning
of section 693(4) of the Companies Act) of any of its Ordinary Shares on such terms and in such
manner as the Directors may from time to time determine, provided that:
(a)

the maximum number of Ordinary Shares authorised to be purchased is 6,397,587;

(b)

the minimum price that may be paid for each Ordinary Share (exclusive of expenses) is
35⁄9 pence;

(c)

the maximum price (exclusive of expenses) that may be paid for each Ordinary Share is the
higher of: (i) an amount equal to 105 per cent of the average of the middle market quotations
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for an Ordinary Share as derived from the London Stock Exchange Daily Official List for the
five Business Days immediately preceding the day on which such share is contracted to be
purchased; and (ii) an amount equal to the higher of the price of the last independent trade of
an Ordinary Share and the highest current independent bid for an Ordinary Share as derived
from the London Stock Exchange Trading System;
(d)

the authority shall expire on 6 October 2018 or at the close of the next annual general meeting
of the Company, whichever shall be the earlier; and

(e)

the Company may contract to purchase its Ordinary Shares under the authority prior to the
expiry of such authority that will or might be executed wholly or partly after the expiration of
such authority, and may purchase its Ordinary Shares in pursuance of any such contract;

3.5.2 generally and unconditionally authorise the Directors for the purposes of section 551 of the
Companies Act to exercise all the powers of the Company to allot shares and grant rights to subscribe
for, or convert any security into, shares:
(a)

up to an aggregate nominal amount (within the meaning of section 551(3) and (6) of the
Companies Act) of £758,233 (such amount to be reduced by the nominal amount allotted or
granted under 3.5.2(b) below in excess of such sum;

(b)

comprising equity securities (as defined in section 560 of the Companies Act) up to an
aggregate nominal amount (within the meaning of section 551(3) and (6) of the Companies
Act) of £1,516,465 (such amount to be reduced by any allotments or grants made under 3.5.2(a)
above) in connection with or pursuant to an offer by way of a rights issue in favour of holders
of Ordinary Shares in proportion (as nearly as practicable) to the respective number of
Ordinary Shares held by them on the record date for such allotment (and holders of any other
class of equity securities entitled to participate therein or if the Directors consider it necessary,
as permitted by the rights of those securities), but subject to such exclusions or other
arrangements as the Directors may consider necessary or appropriate to deal with fractional
entitlements, treasury shares, record dates or legal, regulatory or practical difficulties which
may arise under the laws of, or the requirements of any regulatory body or stock exchange in
any territory or any other matter whatsoever,

these authorisations to expire at the conclusion of the next annual general meeting of the Company
(or if earlier on 6 October 2018), (save that the Company may before such expiry make any offer or
agreement which would or might require shares to be allotted or rights to be granted after such expiry
and the Directors may allot shares, or grant rights to subscribe for or to convert any security into
shares, in pursuance of any such offer or agreement as if the authorisations conferred hereby had not
expired);
3.5.3 give the Directors power pursuant to sections 570(1) and 573 of the Companies Act to:
(a)

allot equity securities (as defined in section 560 of the Companies Act) of the Company for
cash pursuant to the authorisation conferred by that resolution; and

(b)

sell ordinary shares (as defined in section 560(1) of the Companies Act) held by the Company
as treasury shares for cash,

as if section 561 of the Companies Act did not apply to any such allotment or sale, provided that this
power shall be limited to the allotment of equity securities for cash and the sale of treasury shares:
(1)

in connection with or pursuant to an offer of or invitation to acquire equity securities (but in
the case of the authorisation granted under the resolution described in 3.5.2(b) above, by way
of a rights issue only) in favour of holders of ordinary shares in proportion (as nearly as
practicable) to the respective number of ordinary shares held by them on the record date for
such allotment or sale (and holders of any other class of equity securities entitled to participate
therein or if the Directors consider it necessary, as permitted by the rights of those securities)
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but subject to such exclusions or other arrangements as the Directors may consider necessary
or appropriate to deal with fractional entitlements, treasury shares, record dates or legal,
regulatory or practical difficulties which may arise under the laws of or the requirements of any
regulatory body or stock exchange in any territory or any other matter whatsoever; and
(2)

in the case of the authorisation granted under resolution described in 3.5.2(a) above (or in the
case of any sale of treasury shares), and otherwise than pursuant to paragraph (a) of this
resolution, up to an aggregate nominal amount of £113,735,

and shall expire at the conclusion of the next annual general meeting of the Company (or, if earlier,
on 6 October 2018), save that the Company may before such expiry make any offer or agreement that
would or might require equity securities to be allotted, or treasury shares to be sold, after such expiry
and the Directors may allot equity securities, or sell treasury shares in pursuance of any such offer or
agreement as if the power conferred hereby had not expired; and
3.5.4 authorise that a general meeting of the Company (other than an annual general meeting) may be called
on not less than 14 clear days’ notice.
3.6

Resolutions proposed at the General Meeting

3.6.1 The notice convening the General Meeting which is set out at the end of this document proposes the
Resolutions which are summarised in paragraph 20 of Part I (Letter from the Chairman of AVEVA
Group plc) of this document.
3.6.2 The full text of the Resolutions is set out in the notice of General Meeting set out at the end of this
document.
3.7

The number of options over Ordinary Shares, which are all under the AVEVA Share Plans, as at the
Latest Practicable Date was 433,771. The trustee of the EBT held 22,249 Ordinary Shares at such
date, which it is intended to use to satisfy some of these options. Save as disclosed in paragraphs 3.3
and 3.4 of this Part XIII (Additional Information), no share or loan capital of the Company is under
option or agreed conditionally or unconditionally to be put under option.

3.8

The Company will be subject to the continuing obligations of the Listing Rules with regard to the
issue of shares for cash. The provisions of section 561(1) of the Companies Act and the Articles
(which confer on shareholders rights of pre-emption in respect of the allotment of equity securities
which are, or are to be, paid up in cash other than by way of allotment to employees under an
employees’ share scheme as defined in section 1166 of the Companies Act) apply to the issue of
Ordinary Shares in the capital of the Company except to the extent such provisions have been
disapplied as referred to in this paragraph 3.

3.9

The Ordinary Shares have been and will be created under the Companies Act and conform with the
laws of England and Wales. The Ordinary Shares have been and will be duly authorised according to
the requirements of the Company’s constitution and have and will have all necessary statutory and
other consents.
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3.10 The following table sets out the middle market quotations for an Ordinary Share, as derived from the
Daily Official List of London Stock Exchange for the first Business Day of each of the six months
immediately preceding the date of this document and on the Latest Practicable Date:
Price per Ordinary
Share (pence)
————————
1,951
2,050
1,982
1,952
1,973
1,943
1,920

Date
————————
3 April 2017
1 May 2017
1 June 2017
3 July 2017
1 August 2017
1 September 2017
4 September 2017

3.11 The Consideration Shares will be issued fully paid and will rank in full for all dividends or other
distributions declared, made or paid by reference to a record date on or after the date of issue of
the Consideration Shares and otherwise pari passu in all respects to the Ordinary Shares, save that the
Consideration Shares shall not rank for the Return of Value. With effect from Admission, all of
the Consideration Shares will be capable of being held in uncertificated form. No temporary
documents of title will be issued in respect of the Consideration Shares. Further details of the rights
attaching to the Ordinary Shares and the Consideration Shares are set out in paragraph 4.2 of this
Part XIII (Additional Information).
4.

Articles of Association

4.1

The Articles, which were adopted on 7 July 2010, are available for inspection at the addresses
specified in paragraph 22 of this Part XIII (Additional Information).

4.2

The Articles include provisions to the following effect (not including any of the proposed amendments
to the Articles set out in the notice of General Meeting set out at the end of this document):

4.2.1 Objects
AVEVA’s objects are unrestricted.
4.2.2 Limited liability
The liability of the Company’s members is limited to any unpaid amount on the shares in the
Company held by them.
4.2.3 Voting rights
(a)

Votes on a show of hands
Subject to any special terms as to voting upon which any shares may be issued or may for the
time being be held, on a show of hands every Shareholder present in person or by proxy at a
general meeting of the Company and every duly authorised corporate representative shall have
one vote. If a proxy has been duly appointed by more than one Shareholder entitled to vote on
the resolution and the proxy has been instructed by one or more of those Shareholders to vote
for the resolution and by one or more other of those Shareholders to vote against it then the
proxy shall have one vote for and one vote against the resolution. If a proxy has been duly
appointed by more than one Shareholder entitled to vote on the resolution and has been granted
both discretionary authority to vote on behalf of one or more of those Shareholders and firm
voting instructions on behalf of one or more other Shareholders, the proxy shall not be
restricted by the firm voting instructions in casting a second vote in any manner he so chooses
under the discretionary authority conferred upon him.
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(b)

Votes on a poll
On a poll, votes may be given in person or by proxy. A Shareholder, who is entitled to more
than one vote, need not use all his votes or cast all the votes in the same way.

4.2.4 Dividends and return of capital
Subject to the provisions of the Companies Act, the Company may by ordinary resolution from time
to time declare dividends in accordance with the respective rights of Shareholders, but no dividend
shall exceed the amount recommended by the Board.
If the Company shall be wound up (whether the liquidation is voluntary or by the court) the liquidator
may, with the authority of a special resolution passed at a general meeting of the Company and any
other sanction required by the Companies Act, divide among the Shareholders in specie or kind the
whole or any part of the assets of the Company (whether or not the assets shall consist of property of
one kind or not), and may for such purposes set such value as he deems fair upon any property to be
divided as aforesaid and may determine how such division shall be carried out as between the
Shareholders or different classes of Shareholders. The liquidator may, with the like authority, vest the
whole or any part of the assets in trustees upon such trusts for the benefit of Shareholders as the
liquidator with the like authority shall think fit, but so that no Shareholder shall be compelled to accept
any shares or other property in respect of which there is a liability.
4.2.5 Unclaimed dividends
Any dividend unclaimed after a period of 12 years from the date when it was declared or became due
for payment shall be forfeited and shall revert to the Company.
4.2.6 Transfer of shares
Any Shareholder may transfer all or any of his uncertificated shares by means of a relevant system in
such manner provided for, and subject as provided, in the CREST Regulations and the rules of any
relevant system.
Any Shareholder may transfer all or any of his certificated shares by an instrument of transfer in any
usual form or in any other form which the Board may approve. The instrument of transfer shall be
executed by or on behalf of the transferor and (in the case of a partly paid share) the transferee. The
transferor shall be deemed to remain the holder of the share concerned until the name of the transferee
is entered in the register in respect of it. All instruments of transfer, when registered, may be retained
by the Company.
Subject to the provisions of the Companies Act, the Board may, in its absolute discretion, decline to
register any transfer of any share which is not a fully paid share provided that where such a share is
a member of a class of share admitted to the Official List, such discretion may not be exercised in such
a way as to prevent dealings in shares of that class from taking place on an open and proper basis.
The Board may only decline to register a transfer of an uncertificated share in the circumstances set
out in the CREST Regulations, and the facilities and requirements of the relevant system. The Board
may decline to register a transfer, whether fully paid or not, if it is in favour of more than four persons
jointly.
The Board may decline to register any transfer of a certificated share unless:
•

the instrument of transfer is left at the registered office of the Company or such other place as
the Board may from time to time determine accompanied (save in the case of a transfer by a
person to whom the Company is not required by law to issue a certificate and to whom a
certificate has not been issued) by the certificate for the share to which it relates and such other
evidence as the Board may reasonably require to show the right of the person executing the
instrument of transfer to make the transfer; and

•

the instrument of transfer is in respect of only one class of share.
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4.2.7 Restrictions on shares
Where the holder of any shares in the Company, or any other person appearing to be interested in
those shares, fails to comply within the relevant period (as defined below) with any notice under
section 793 of the Companies Act in respect of those shares (in this sub-section, a “statutory notice”),
the Company may give the holder of those shares a further notice (in this sub-section, a “restriction
notice”) that the Shareholder shall not, nor shall any transferee otherwise than as permitted by the
Articles, be entitled to be present or vote or count as part of the quorum at any general meeting of the
Company or separate general meeting of the holders of any class of shares of the Company.
If the Board is satisfied that the default in respect of which the restriction notice was issued no longer
continues, any restriction notice shall cease to have effect on or within seven days of that decision.
The Company may (at the absolute discretion of the Board) at any time give notice to the Shareholder
cancelling, or suspending for a stated period the operation of, a restriction notice in whole or in part.
The relevant period referred to above is the period of 14 days following service of a statutory notice.
Where the restricted shares represent at least 0.25 per cent (in nominal value) of the issued shares of
the same class, the restriction notice may also direct that:
(a)

any dividend or other monies payable in respect of the restricted shares shall be withheld, bear
no interest and shall be payable only when the restriction notice ceases to have effect; and/or

(b)

where an offer of the right to elect to receive shares of the Company instead of cash in respect
of any dividend has been made, any election made thereunder in respect of such restricted
shares shall not be effective; and/or

(c)

no transfer of any of the shares held by such Shareholder shall be recognised or registered by
the Board unless the transfer is a permitted transfer or:
(i)

the Shareholder is not in default as regards supplying the information required; and

(ii)

the transfer is of part only of the Shareholder’s holding and, when presented for
registration, is accompanied by a certificate by the Shareholder in a form satisfactory to
the Board to the effect that after due and careful enquiry the Shareholder is satisfied that
none of the shares the subject of the transfer are restricted shares.

4.2.8 Variation of rights attaching to shares
Subject to the provisions of the Companies Act, if at any time the share capital is divided into different
classes of shares, all or any of the rights for the time being attached to any class of shares for the time
being issued may from time to time (whether or not the Company is being wound up) be varied either
with the consent in writing of the holders of not less than three-fourths in nominal value of the issued
shares of that class (excluding any shares of that class held as treasury shares) or with the sanction of
a special resolution passed at a separate general meeting of the holders of those shares.
4.2.9 Conditions governing the manner in which annual general meetings and general meetings are called
The Board shall convene and the Company shall hold general meetings as annual general meetings in
accordance with the requirements of the Companies Act and at such time and place as the Board shall
appoint.
An annual general meeting shall be convened by not less than twenty-one clear days’ notice in
writing. Subject to the Companies Act, all other general meetings shall be convened by not less than
fourteen clear days’ notice in writing. However, a meeting can be properly convened on a shorter
notice period if it is so agreed by: (a) in the case of an annual general meeting, by all the Shareholders
entitled to attend and vote at the meeting; and (b) in the case of any other meeting, by a majority in
number of the Shareholders having a right to attend and vote at the meeting, being a majority together
holding not less than 95 per cent in nominal value of the shares giving the right.
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Notice of every general meeting shall be given to all Shareholders other than any who, under the
provisions of the Articles or the terms of issue of the shares they hold, are not entitled to receive such
notices from the Company.
Before a general meeting carries out business, there must be a quorum present. Unless the Articles
state otherwise in relation to a particular situation, a quorum for all purposes is two Shareholders
present in person or by proxy and entitled to vote.
4.2.10 Notices to Shareholders
Any notice or document (including a share certificate) may be served on or delivered to any
Shareholder by the Company either personally or by sending it through the post addressed to the
Shareholder at his registered address or by leaving it at that address addressed to the Shareholder or,
where appropriate, by sending it in electronic form to an address for the time being notified by the
Shareholder concerned to the Company for that purpose, or by publication on a website in accordance
with the Companies Act or by any other means authorised in writing by the Shareholder concerned.
In the case of joint holders of a share, service or delivery of any notice or document on or to the joint
holder first named in the register is respect of the share shall for all purposes be deemed a sufficient
service on or delivery to all the joint holders.
4.2.11 Directors
Unless otherwise determined by ordinary resolution of the Company, the number of Directors
(disregarding alternate directors) shall not be less than two nor more than ten.
Each Director shall retire from office at the third annual general meeting after the annual general
meeting at which he was elected or re-elected (as the case may be) unless he was appointed or reappointed by the Company in a general meeting at, or since, either such meeting.
The Company may by ordinary resolution appoint any person who is willing to act to be a Director,
either to fill a vacancy or as an addition to the existing Board. Without prejudice to this power the
Board may appoint any person who is willing to act to be a Director, either to fill a vacancy or as an
addition to the existing Board. Any Director appointed by the Board shall hold office only until the
next following annual general meeting, and shall then be eligible for reappointment.
Only the following people can be elected as Directors at a general meeting:
•

a Director who is retiring at the annual general meeting; or

•

a person who has been proposed for election or re-election by way of advanced notice to the
registered office of the Company signed by a Shareholder qualified to vote at the meeting (not
being the person to be proposed) and also signed by the person to be proposed indicating his
willingness to be appointed or reappointed.

In addition to any powers of removal conferred by the Companies Act, the Company may by ordinary
resolution of which special notice has been given in accordance with the Companies Act remove any
Director before the expiration of his period of office and may (subject to the Articles) by ordinary
resolution, appoint another person who is willing to act in his place.
The Directors shall be paid out of the funds of the Company by way of fees for their services as
directors, such sums (if any) and such benefits in kind as the Board may from time to time determine
up to a specified maximum aggregate annual sum. Such remuneration shall be divided between the
Directors as the Board shall agree or, failing agreement, equally. Such remuneration shall be deemed
to accrue from day to day.
Any Director who is appointed to any executive office or who performs services which in the opinion
of the Board or any committee authorised by the Board go beyond the ordinary duties of a Director
may be paid such extra remuneration (whether by way of salary, commission, participation in profits
or otherwise) as the Board or any committee authorised by the Board may in its discretion decide.
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The Board or any committee authorised by the Board may exercise all the powers of the Company to
award pensions, annuities, gratuities or other retirement, superannuation, death or disability
allowances or benefits whether similar to the foregoing or not, to any Director or former director or
the relations, connections or dependants of any Director or former director provided that no benefits
(except such as may be provided for by any other Article) may be granted to or in respect of a Director
or former director who has not been employed by, or held an executive office or place of profit under,
the Company or anybody corporate which is or has been its subsidiary undertaking or any predecessor
in business of the Company or any such body corporate without the approval of an ordinary resolution
of the Company.
Save as otherwise provided in the Articles, a Director shall not vote on, or be counted in the quorum
in relation to, any resolution of the Board in respect of any actual or proposed transaction or
arrangement with the Company in which he has an interest which (taken together with any interest of
any person connected with him) is to his knowledge an interest of which he is aware, or ought
reasonably to be aware, does conflict, or can reasonably be regarded as likely to give rise to a conflict,
with the interests of the Company and, if he shall do so, his vote shall not be counted.
A Director shall (in the absence of some other material interest than is indicated below) be entitled to
vote (and be counted in the quorum) in respect of any resolution concerning any of the following
matters:
•

the giving to him of any guarantee, indemnity or security in respect of money lent or
obligations undertaken by him or by any other person at the request of or for the benefit of the
Company or any of its subsidiary undertakings;

•

the giving to a third party of any guarantee, indemnity or security in respect of a debt or
obligation of the Company or any of its subsidiary undertakings for which he himself has
assumed responsibility in whole or in part under a guarantee or indemnity or by the giving of
security;

•

where the Company or any of its subsidiary undertakings is offering securities in which offer
the Director is or may be entitled to participate as a holder of securities or in the underwriting
or sub-underwriting of which the Director is to participate;

•

any contract in which he is interested by virtue of his interest in shares or debentures or other
securities of the Company or by reason of any other interest in or through the Company;

•

any contract concerning any other company (not being a company in which the Director owns
one per cent or more) in which he is interested directly or indirectly whether as an officer,
shareholder, creditor or otherwise howsoever;

•

any contract concerning the adoption, modification or operation of a pension fund or
retirement, death or disability benefits scheme which relates both to Directors and employees
of the Company or of any of its subsidiary undertakings and does not provide in respect of any
Director as such any privilege or advantage not accorded to the employees to which the fund
or scheme relates;

•

any contract for the benefit of the employees of the Company or of any of its subsidiary
undertakings under which he benefits in a similar manner to the employees and which does not
accord to any Director as such any privilege or advantage not accorded to the employees to
whom the contract relates;

•

any contract for the purchase or maintenance of insurance against any liability for, or for the
benefit of, any Director or Directors or for, or for the benefit of, persons who include Directors;

•

any giving of an indemnity pursuant to the Articles as described at 5.12 below; and

•

the provision of funds to any Director, or the doing of anything to enable a Director to avoid
incurring expenditure of the nature described in section 205(1) or 206 of the Companies Act.
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If any question arises at any meeting of the Board as to whether the interest of a Director gives rise to
a conflict, or could reasonably be regarded as likely to give rise to a conflict, with the interests of the
Company or as to the entitlement of any Director to vote or be counted in the quorum and the question
is not resolved by him voluntarily agreeing to abstain from voting or not to be counted in the quorum,
the question shall be decided by the chairman of the meeting.
The Board may, subject to the provisions of the Articles, authorise any matter which would otherwise
involve a Director breaching his or her duty under the Companies Act to avoid conflicts of interest.
A Director who is in any way, whether directly or indirectly, interested in an actual or proposed
transaction or arrangement with the Company shall declare the nature and extent of his interest.
4.2.12 Indemnity of Directors
To the extent permitted by the Companies Act, the Company may indemnify any Director or former
director of the Company or of any associated company against any liability and may purchase and
maintain for any Director or former director of the Company or of any associated company insurance
against any liability.
4.2.13 Borrowing powers
Subject to the provisions of the Companies Act and the Articles, the Board may exercise all the powers
of the Company to borrow money, and to mortgage or charge its undertaking, property and uncalled
capital, and to issue debentures and other securities, whether outright or as collateral security for any
debt, liability or obligation of the Company or of any third party.
The Board shall restrict the borrowings of the Company and exercise all voting and other rights or
powers of control exercisable by the Company in relation to its subsidiary undertakings (if any) so as
to secure (so far, as regards subsidiary undertakings, as by such exercise they can secure) that the
aggregate amount for the time being remaining outstanding of all monies borrowed by the Group
(which in this sub-section means the Company and its subsidiary undertakings for the time being) and
for the time being owing to persons outside the Group, after deducting cash deposited, shall not at any
time, without the previous sanction of an ordinary resolution of the Company, exceed a sum equal to
2.5 times the aggregate of: (a) the amount paid up on the issued share capital of the Company; and (b)
the total of the capital and revenue reserves of the Group (including any share premium account,
capital redemption reserve and credit balance on the profit and loss or retained earnings account) in
each case, whether or not such amounts are available for distribution, all as shown in the latest
published audited consolidated balance sheet of the Group, but after such adjustments and deductions
as are specified in the relevant Article.
The above is a summary only of certain provisions of the Articles, the full provisions of which are
available for inspection as described in paragraph 22 of this Part XIII (Additional Information).
4.3

Changes to the Articles
Paragraph 20 of Part I (Letter from the Chairman of AVEVA Group plc) of this document sets out the
additional changes that are proposed to be made to the Articles in connection with the Return of Value
pursuant to Resolution 4 to be proposed at the General Meeting.

5.

Interests of the Directors, Proposed Directors and Senior Management

5.1

The Directors, the Proposed Directors, members of the Senior Management and proposed members
of the Senior Management, their functions within the Enlarged Group and brief biographies are set
out in Part XII (Directors, Proposed Directors and Corporate Governance) of this document.

5.2

Each of the Directors and the Proposed Directors can be contacted at the Company’s head office
address at High Cross, Madingley Road, Cambridge, CB3 0HB.
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5.3

The interests in the share capital of the Company (other than as shown in paragraph 5.4) of the
Directors, the Proposed Directors and members of the Senior Management (all of whom, unless
otherwise stated, are beneficial or are interests of a person closely associated (within the meaning of
the EU Market Abuse Regulation) with a Director, a Proposed Director or a member of Senior
Management) as at the Latest Practicable Date and immediately following Completion (assuming no
further shares are issued between the Latest Practicable Date and Completion) are as follows:

Director/Proposed Director

————————————
Philip Aiken
James Kidd
David Ward
Jennifer Allerton
Christopher Humphrey
Ron Mobed
Emmanuel Babeau
Peter Herweck

Senior Management

————————————
Dave Wheeldon
Steen Lomholt-Thomsen

Latest Practicable Date
———————————
Number of
Percentage of
Ordinary existing issued
Shares
share capital

Immediately following
Completion
————————————
Number of
Percentage of
Ordinary
Enlarged
Shares Share Capital(1)

Latest Practicable Date
———————————
Number of
Percentage of
Ordinary existing issued
Shares
share capital

Immediately following
Completion
————————————
Number of
Percentage of
Ordinary
Enlarged
Shares Share Capital(1)

————
1,537
17,468
555
6,000
3,000
0
0
0

————
72,774
0

—————
0
0.03
0
0.1
0
0
0
0

—————
0.11
0

————
1,537
17,468
555
6,000
3,000
0
0
0

————
72,774
0

—————
0
0.01
0
0
0
0
0
0

—————
0.05
0

Note:
(1) Estimated based on: (a) the number of Ordinary Shares in issue at the Latest Practicable Date, (b) the closing price of
the Ordinary Shares on the Latest Practicable Date, (c) the Directors’ estimate of the number of Ordinary Shares which
may be in issue at Completion, (d) the Directors’ estimate of the number of fully diluted shares at Completion as defined
under the Merger Agreement, including an estimate of the issues of shares or grants or lapses of awards or options
between the Latest Practicable Date and Completion, and (e) assuming Completion occurs at or around the end of 2017.

5.4

The interests of the Directors and members of the Senior Management in Ordinary Shares under the
Long Term Incentive Plan, the AVEVA Group RSP and the AVEVA Group Deferred Share Scheme
as at the Latest Practicable Date (these figures do not include further grants of options or awards
which the Company intends shortly to make for 2017) are as follows:

Director
—————
James Kidd

AVEVA Share
Plan/Year of Grant
————————
LTIP 2015
LTIP 2016
DSS 2014
DSS 2015
DSS 2016
DSS 2017

Total number
of Ordinary
Shares over
which awards
are outstanding
———————
20,397
29,494
627
232
468
772
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Exercise
price (£)
————
0.03556
0.03556
Nil
Nil
Nil
Nil

Exercise period(s)/
Vesting date
———————–
21 July 2018
13 July 2019
From 23 May 2017
to 5 July 2020

Senior
Management
—————
David Ward

Dave Wheeldon

Steen LomholtThomsen

AVEVA Share
Plan/Year of Grant
————————
LTIP 2015
LTIP 2016
RSP 2015
RSP 2015
DSS 2014
DSS 2017
LTIP 2015
LTIP 2016
RSP 2016
DSS 2014
DSS 2015
DSS 2016
DSS 2017

Total number
of Ordinary
Shares
over which
awards are
outstanding
———————
4,205
15,505
1,401
2,804
125
412
18,697
10,558
5,200
552
198
429
617

Nil

Nil

Exercise
price (£)
————
0.03556
0.03556
0.03556
0.03556
Nil
Nil
0.03556
0.03556
0.03556
Nil

Nil

Exercise period(s)/
Vesting date
———————–
21 July 2018
13 July 2019
21 July 2017
21 July 2018
From 23 May 2017
to 5 July 2020
21 July 2018
13 July 2019
13 July 2019
From 23 May 2017
to 5 July 2020

N/A

5.5

Save as set out in paragraphs 5.1 to 5.4, as at the Latest Practicable Date, no Director, Proposed
Director, member of Senior Management, member of their respective immediate families, nor any
person closely associated with any Director or Proposed Director (within the meaning of the EU
Market Abuse Regulation) has any interests (beneficial or non-beneficial) in the share capital of the
Company or any of its subsidiaries.

5.6

No Director, Proposed Director or member of Senior Management has or has had any interest in any
transactions which are or were unusual in their nature or conditions or are or were significant to the
business of AVEVA or any of its subsidiary undertakings and which were effected by AVEVA or any
of its subsidiaries during the current or immediately preceding financial year or during an earlier
financial year and which remain in any respect outstanding or unperformed.

5.7

There are no outstanding loans or guarantees granted or provided by any member of the AVEVA
Group to or for the benefit of any of the Directors or Proposed Directors, save that qualifying third
party indemnity provisions are in place for the benefit of Directors in relation to certain losses and
liabilities which they may potentially incur to third parties in the course of their duties.

6.

Directors and Senior Management

6.1

Remuneration Strategy
The objective of the Remuneration Policy is that all employees, including Executive Directors, should
receive appropriate remuneration for their performance, role, responsibility, skills and experience.
Remuneration packages are designed to enable the Company to attract and retain key employees by
ensuring they are remunerated appropriately and competitively and that they are motivated to achieve
the highest level of Company performance in line with the best interests of Shareholders.
The Remuneration Policy considers a range of factors including AVEVA’s strategy and
circumstances, the prevailing economic environment and the evolving landscape in best practice
guidelines to ensure that it remains appropriate.
There is no arrangement under which any Director has waived or agreed to waive future emoluments
nor has there been any waiver of emoluments during the financial year immediately preceding the date
of this document.
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6.2

Executive Directors’ terms of employment, including notice periods
Each of the Executive Directors is employed pursuant to a service agreement with AVEVA Solutions
Limited and each has an indefinite service contract which can be terminated at any time by either
party giving the required period of notice as set out in the table below. AVEVA Solutions Limited can
elect to terminate their employment by making a payment in lieu of notice equivalent to basic salary
for the notice period. The payment in lieu of notice may be paid in instalments, and is payable only
for such portion of the notice period as the Executive Director does not perform work or services on
his own account or for any other party of a remunerative nature provided that AVEVA Solutions
Limited shall make up any shortfall between such earnings and the amount that would otherwise have
been payable in lieu of notice. Each of the Executive Directors may be put on garden leave during
their notice period, up to a maximum of six months.
The employment of each Executive Director will be terminable with immediate effect by serving
written notice on the Executive Director to that effect, without any further payment from AVEVA
Solutions Limited (except in respect of sums which have accrued due at that time), in certain
circumstances, including where the Executive Director commits any serious breach of his service
agreement, is guilty of gross misconduct or any wilful neglect in the discharge of his duties, repeats
or continues (after warning) any breach of his service agreement, is guilty of any fraud, dishonesty or
conduct tending to bring himself or any AVEVA group company into disrepute, is declared bankrupt
or makes any arrangement with or for the benefit of his creditors or has a county court administration
order made against him under the County Court Act 1984, is convicted of any criminal offence which
might reasonably be thought to affect adversely the performance of his duties, fails or ceases to meet
the requirements of any regulatory body whose consent is required to enable him to undertake all of
his duties or is guilty of a serious breach of the rules and regulations of such regulatory body or any
compliance manual of any company of the AVEVA Group, refuses (without reasonable cause) to
accept the novation by AVEVA Solutions Limited of his service agreement (or an offer of
employment on terms no less favourable) by any company which (as a result of a reorganisation,
amalgamation or reconstruction of AVEVA Solutions Limited) acquire or agrees to acquire not less
than 90 per cent of the issued equity share capital of AVEVA Solutions Limited, or resigns (otherwise
than at AVEVA Solutions Limited’s request) as (or otherwise ceases to be, or becomes prohibited by
law from being) a director of any company of the AVEVA Group.

Director
—————
James Kidd
David Ward

Date of
continuous
service
———————
5 January 2004
17 January 2011

Effective date
Notice
Notice
of service period (from period (from
agreement
AVEVA)
director)
—————— —————– —————–
1 January 2017
9 months
9 months
8 July 2016
6 months
6 months

Current
annual base
salary (£)
—————
450,000
300,000

The Executive Directors receive the following additional benefits under their service agreements:
eligibility to participate in an annual non-contractual bonus scheme (see paragraph 6.3 of this
Part XIII (Additional Information) for details), a company car or car allowance, reasonable expenses,
credit card, pay and benefits up to a maximum of 26 weeks’ sick leave in any period of 12 months,
30 working days holiday (in addition to all bank and public holidays normally observed in England)
per annum (with each Executive Director being required to take a minimum of 20 working days
holiday, including bank and public holidays, in each holiday year), membership of AVEVA Solutions
Limited’s occupational pension scheme or such other registered pension scheme as may be
established by AVEVA Solutions Limited to replace such scheme (with a requirement that the
Executive Director pays any employee contributions required by the pension scheme). See
paragraph 7 of this Part XIII (Additional Information) for details of the current pension arrangements
of the Executive Directors. The Executive Directors are eligible to participate in the AVEVA
Solutions Limited flexible benefits programme.
To protect the AVEVA Group’s business interests, the service agreements contain 12 month
(including any period of garden leave) post-termination covenants which restrict the Executive
Directors’ ability to compete with the business, to solicit or deal with customers and also to solicit
senior employees.
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It is intended that both of the Executive Directors enter into new service agreements to reflect their
new roles once the Board has appointed a new Chief Executive Officer of AVEVA (as set out in
paragraph 11 of Part I (Letter from the Chairman of AVEVA Group PLC)) and to reflect that the
Executive Directors shall be eligible to participate in the Performance Award and Retention Award
discussed at paragraph 6.4 of Part XIII (Additional Information) subject to their terms. The current
intention is for these amended service agreements to be entered into on a conditional basis and their
terms to come into effect on the earlier to occur of Completion and any new Chief Executive Officer
of AVEVA commencing their role.
6.3

Executive Directors’ Compensation
Executive Directors’ remuneration currently comprises annual salary, a performance-related bonus,
long term incentive in the form of share incentives under the AVEVA Group LTIP 2014, pension
contributions and other benefits (please see paragraph 6.4 of this Part XIII (Additional Information)
for details).
In addition, it is proposed that James Kidd and David Ward’s remuneration arrangements will be, prior
to Completion, amended to include participation under a one-off performance retention award, subject
to and conditional upon both Completion and formal Shareholder approval.
James Kidd is employed as the Company’s and Aveva Solutions Limited’s Chief Executive Officer
and received a salary of £351,000 for the financial year ended 31 March 2017 (see paragraph 6.5 of
this Part XIII (Additional Information) for details of changes to James Kidd’s salary in the financial
year ended 31 March 2017). His annual salary was increased to £450,000 with effect from 1 April
2017 and it is intended to further increase James’ salary to £500,000 for 2018/19, but only if James’
performance and the Company’s underlying circumstances warrant. Executive Directors’ salaries are
and will be reviewed, but not necessarily increased, on an annual basis. David Ward is employed as
the Company’s and Aveva Solutions Limited’s Chief Financial Officer and received a salary of
£168,000 for the financial year ended 31 March 2017. His annual salary was increased to £300,000
with effect from 1 April 2017 (see paragraph 6.5 of this Part XIII (Additional Information) for details
of changes to David Ward’s salary in the financial year ended 31 March 2017).
The Executive Directors are also entitled to the following:
•

the Executive Directors participate in an annual incentive scheme, under which the maximum
opportunity for Executive Directors will be 125 per cent of base salary. The proportion of the
bonus worth up to 105 per cent of base salary is currently based on achieving stretching
AVEVA Group financial targets based on adjusted profit before tax (80 per cent of base salary)
and recurring revenue (25 per cent of base salary). The remainder of the bonus opportunity (20
per cent of base salary) is currently contingent upon the achievement of key individual
performance objectives which were agreed by the Remuneration Committee at the start of the
financial year. To ensure affordability the element of the bonus subject to key individual
performance objectives will be reduced by 50 per cent if a threshold level of profit before tax
is not delivered. In accordance with the Directors’ Remuneration Policy and the terms of the
annual incentive scheme the performance measures and targets used in the annual incentive
scheme may be altered if an event occurs which, in the Remuneration Committee’s opinion
would make a different or amended target a fairer measure of performance. The Remuneration
Committee has determined that the Combination is a relevant event and shall be taken into
account when considering the payment of bonuses under the annual incentive scheme;

•

60 per cent of any bonus earned will be paid in cash and 40 per cent of any bonus earned will
be deferred into shares in AVEVA, which normally vest in equal tranches over a three-year
deferral period;

•

in the financial year ending 31 March 2018, Executive Directors will be provided with a
company car or a mobility allowance, a fuel allowance and a £600.00 annual allowance towards
a range of flexible benefits;
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•

participation in the AVEVA Group’s pension scheme (please see paragraph 7 of this Part XIII
(Additional Information) for details of pension scheme arrangements for the Executive
Directors); and

•

participation in the AVEVA Share Plans (please see paragraph 11 of this Part XIII (Additional
Information) for details of share plan eligibility).

James Kidd may be entitled to participate in an enhanced redundancy scheme under which he would
currently be entitled to receive 17 weeks’ pay (in addition to his statutory redundancy pay entitlement)
if his employment was terminated by reason of redundancy. This sum increases by 1.5 weeks’ pay
(based on actual gross annual salary) per year of continuous employment up to 19 years of continuous
service. For every complete year of continuous service after 19 years, a further two weeks’ pay is
added (subject to a cap of 35 years’ continuous service (at which point 58 weeks’ pay would be due
under the policy)). In addition to this payment, James Kidd may also receive payment in lieu of a
90 day redundancy consultation period.
David Ward may also be entitled to participate in an enhanced redundancy policy if his employment
is terminated by reason of redundancy. Under the policy his statutory redundancy payment would be
enhanced by multiplying the number of weeks' pay he would be entitled to under the statutory
redundancy formula by two and also by using his actual gross pay without applying the statutory cap
on a week's pay, currently £489. In addition to this payment, David Ward may also receive payment
in lieu of any applicable redundancy consultation period (which shall not be shorter than two weeks
according to the policy).
The Company intends to enter into deeds of indemnity with each of the Executive Directors on
substantially the same terms as the deeds of indemnity that have already been entered into by the
current Non-Executive Directors (as summarised at paragraph 6.6 of this Part XIII (Additional
Information)).
6.4

New Incentive Arrangements, Retention Awards and Cash Bonus
A one-off performance and retention award will be put in place for both James Kidd and David Ward
subject to and conditional upon Completion and approval by Shareholders at the next annual general
meeting or, if that occurs before Completion, at the next general meeting following Completion. The
awards are also conditional upon the executive/employee being employed within the AVEVA Group
and not under notice of termination on Completion.
The awards will be paid in cash, with a part deferral of the awards (net of tax) into Ordinary Shares
(see below). The award to James Kidd shall have an initial grant value of £1,500,000 (gross) and the
award to David Ward shall have an initial grant value of £850,000 (gross).
One half of the initial grant value will be subject to continued employment or continuing to be a
director within the AVEVA Group and the satisfaction of a performance underpin (the “Retention
Award”). The other half of the initial grant value will also be subject to continued employment or
continuing to be a director within the AVEVA Group, and shall further be subject to the satisfaction
of challenging and stretching business and integration related targets and objectives (such as the
identification and delivery of synergies and a robust ongoing strategy and business plan) to be
achieved over one and two years (to be determined and agreed after Completion), and a performance
underpin (the “Performance Award”). Subject to the extent to which these performance targets and
objectives are satisfied, the portion of the Performance Award that shall vest will be between 75 per
cent and 125 per cent of the initial value of the Performance Award.
Both Retention Awards and Performance Awards are referred to as “awards” throughout the rest of
this section.
An underpin will apply to the awards. Under the terms of the underpin applying to awards,
Remuneration Committee may, in its absolute discretion, reduce the amount payable if
Remuneration Committee determines that, in its opinion, the amount payable does not reflect
underlying performance of the Company during the relevant vesting period and/or
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executive’s/employee’s personal performance is considered to be below the threshold level of
performance required.
One third of the total award will vest and become payable from the first anniversary of the date of
Completion and the remaining two-thirds (the “second tranche”) shall vest and become payable from
the second anniversary of the date of Completion, subject to continued service and the satisfaction of
any performance conditions (applicable to the Performance Awards) and the underpin.
50 per cent of the net cash amount paid under the awards is required to be reinvested by the
executive/employee into acquiring Ordinary Shares in the market at market value, which he must
normally hold for two years from the date of acquisition (including after cessation of office and
employment except where office and/or employment is terminated by the Company or the
executive’s/employee’s employing company for a reason other than summary dismissal), subject to
any subsequent takeover event occurring or in such other circumstances which the Remuneration
Committee determines to be exceptional.
The award will normally lapse if the executive/employee ceases employment or is under notice of
termination prior to the payment date and he also ceases to be a director, unless he is considered a
good leaver or the vesting of the award is otherwise permitted by the Committee. If the
executive/employee ceases to be a director but continues as an employee or vice versa, then the award
will not lapse.
Good leaver reasons are redundancy, the sale or transfer of the executive’s/employee’s employer out
of the AVEVA Group or cessation for any other reason permitted by the Remuneration Committee in
its discretion (such discretion may not be exercised if the executive/employee is summarily dismissed
or he resigns voluntarily and, in the reasonable opinion of the Remuneration Committee the
executive/employee is leaving to join a competitor).
If the executive/employee ceases to be a director and/or employee as a good leaver on or before the
first anniversary of Completion the Retention Award and Performance Award (excluding the second
tranche) shall normally continue to vest on the first anniversary of Completion, subject to performance
and satisfaction of the underpin, and the second tranche of the Retention Award and Performance
Award shall lapse unless the Remuneration Committee determines otherwise in which case the second
tranche may vest to the extent determined by the Remuneration Committee, subject to the
performance conditions and underpin.
If the executive/employee ceases to be a director and/or employee as a good leaver after the first
anniversary of Completion, or as a result of the Company or his employer (if different) terminating
his office and/or employment for any reason (except summary dismissal) and the executive/employee
was under notice of such termination on or before the first anniversary of Completion, the Retention
Award (including the second tranche) and the Performance Award (excluding the second tranche)
shall continue to vest, subject to performance and the underpin, on the normal vesting dates and the
second tranche of the Performance Award shall lapse unless the Remuneration Committee determines
otherwise in which case the second tranche of the Performance Award shall continue to vest on the
normal vesting date to the extent determined by the Remuneration Committee, subject to the
performance conditions and underpin.
If the executive/employee ceases to be a director and/or employee as a good leaver, or as a result of
the Company or his employer (if different) terminating his office and/or employment for any reason
(except summary dismissal), after the first anniversary of Completion, and notice of such termination
was given after the first anniversary of Completion, the Retention Award and Performance Award
(including the second tranche) shall normally continue to vest on the normal vesting dates, subject to
performance and satisfaction of the underpin.
Alternatively, where an award is capable of vesting on the normal vesting date, the Remuneration
Committee may, in its discretion, permit it to vest early on or following cessation of office and/or
employment, subject to satisfaction of the performance condition and underpin.
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Awards shall be capable of early pay-out upon a person obtaining control of AVEVA by means of a
general offer, scheme of arrangement (excluding an internal reorganisation) or on a winding-up,
subject to the determination of any applicable performance conditions and underpin. The awards shall
also vest and become exercisable early in circumstances where a person who already has control of
AVEVA makes an offer to acquire the remainder of the issued share capital, subject to the
determination of any applicable performance conditions and the underpin.
The awards shall be subject to clawback, which shall be operable within three years of the date of
payment. Clawback may apply where there has been an overpayment as a result of a misstatement of
the Company’s accounts, an error or reliance upon incorrect information, assumptions or facts, or the
employee’s/executive’s misconduct. Shareholder approval is required to amend award provisions to
the advantage of the executive/employee. However, Shareholder approval is not required for minor
alterations including changes in light of a change in legislation, to obtain favourable tax, exchange
control or regulatory treatment and to benefit the administration of the awards. No alteration to the
awards can be made to the material disadvantage of the executives or employees without their prior
consent.
Schneider Electric has undertaken to vote in favour of the Performance Awards and Retention Awards
to both James Kidd and David Ward when they are put before Shareholders for approval after
Completion.
It is intended that retention cash awards will also be granted to approximately ten senior executives
and employees within the AVEVA Group on substantially similar terms to the New Incentive
Arrangements (as they apply to Retention Awards) for James Kidd and David Ward, payable
conditional upon Completion. In particular, one-third of a retention award shall normally become
payable on the first anniversary of Completion and two-thirds on the second anniversary, subject to
the participant being employed in the AVEVA Group at that time. Retention awards shall not be
subject to performance conditions, but will be subject to the general performance underpin and
clawback shall also apply. The requirement to invest 50 per cent of the net cash sum paid in Ordinary
Shares shall not apply. The vesting and payment of the retention awards upon cessation of office and
employment and on takeovers and other major corporate events will be substantially the same as the
terms applying to Retention Awards under the New Incentive Arrangements for James Kidd and David
Ward. The awards to current senior executives and employees will be satisfied in cash and have an
approximate value on grant of £2.517 million in aggregate. The value of a retention award shall not
exceed 150 per cent of the participant’s base salary on award. These retention awards do not require,
and may be amended without, the prior approval of Shareholders.
Certain other selected employees not part of the AVEVA Group executive team or in receipt of
retention awards (see above) may receive a one-off discretionary cash bonus payable on Completion
(or if the transaction falls away). The maximum amount payable to an employee shall not exceed
15 per cent. of their annual base salary and the total aggregate amount payable to all participants shall
not exceed £150,000 in aggregate.
6.5

AVEVA’s Executive Directors’ Remuneration
Under the terms of their service contracts and applicable incentive plans, in the year ended 31 March
2017, the Executive Directors were remunerated as set out below:
Current Executive Directors
—————————————
Name
—————
James Kidd
David Ward

Position
—————————–
Chief Executive Officer
Chief Financial Officer
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Salary
(£000)
————
351(1)
168(2)

Benefits
(£000)
————
20
15

Annual
Bonus
(£000)
————
63
31

Pension
(£000)
————
30
17

Non-current Executive Director who was in office in the year ended 31 March 2017
————————————————————————————————————
Richard
Chief Executive
371(3)
24
–
Longdon
Officer (resigned
31 December 2016)

17

Notes:
(1) James Kidd’s salary in the financial year ended 31 March 2017 was £306,000 until his promotion to Deputy Chief
Executive Officer in July 2016 when it increased to £350,000, with a further increase to £400,000 when he became Chief
Executive Officer in January 2017. With effect from 1 April 2017, James Kidd’s salary increased to £450,000.
(2) David Ward joined the Board as Chief Financial Officer on 8 July 2016 with a base salary of £230,000. With effect from
1 April 2017, David Ward’s salary increased to £300,000.
(3) Richard Longdon’s base salary was £495,000 until he stepped down on 31 December 2016. Richard Longdon received
a salary of £31,250 per month for the period 1 January 2017 to 31 March 2017, and will continue to do so until
31 December 2017, whilst he is conducting the role of President. Subject to completing his Presidential role, he shall be
awarded a bonus equal in value to one-third of his salary for the calendar year ending 31 December 2017, being
£125,000. This payment is not performance-related. Richard Longdon also received £500 in consideration of restrictive
covenants and warranties. LTIP awards previously granted shall vest as per the scheme rules. No other payments were
made during the financial year ended 31 March 2017.

6.6

Non-Executive Directors’ Letters of Appointment and Compensation
Each of the Non-Executive Directors is appointed by a letter of appointment for a fixed term of three
years subject to earlier termination by either party giving to the other three months’ prior written
notice. The appointment of each of the Non-Executive Directors’ of the Company is subject to the
Articles (and their appointment as a director of AVEVA Solutions Limited is subject to the articles of
association of AVEVA Solutions Limited) and to rotation and has to be approved by the Shareholders
at the next annual general meeting after their appointment. Continuation of their appointment is
subject to their continued satisfactory performance and re-election by the shareholders at annual
general meetings.
In certain circumstances, the Company and/or AVEVA Solutions Limited may terminate their
appointments with immediate effect, including where the Non-Executive Director has committed any
serious or repeated breach or non-observance of their obligations to the Company or AVEVA Solutions
Limited, been guilty of any fraud or dishonesty or acted in any manner which (in the opinion of the
Board) brings or is likely to bring them or the AVEVA Group into disrepute or is materially adverse to
the interests of the AVEVA Group, been declared bankrupt or made an arrangement with or for the
benefit of their creditors, or if they have a county court administration order made against them under
the County Court Act 1984, or been disqualified from acting as a director or if they have not complied
with the AVEVA Group’s anti-corruption and bribery policy and procedures and the Bribery Act 2010
or been convicted of any arrestable criminal offence other than an offence under road traffic legislation
for which a fine or non-custodial penalty is imposed.
The Company has entered into deeds of indemnity with each of the Non-Executive Directors dated
21 June 2017 to indemnify each of them against costs, charges, expenses, losses or liabilities incurred
in the discharge and execution of their duties, save to the extent that to do so would not be permitted
under the Act. The deeds of indemnity also provide that the Company may in certain circumstances
agree to fund the legal or other expenses of any criminal or civil proceedings, or applications under
sections 661(3), 661(4) or 1157 of the Act and require each Non-Executive Directors to take such
action as the Company may reasonably request in respect of the conduct of the any claim which could
lead to the Company having to make a payment or advance funds under the indemnity deed.
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Current Non-Executive Directors:
———————————————

Director
———————
Philip Aiken

Date of
appointment

—————
1 May 2012

Expiry term of
directorship

——————
Three years from
latest appointment
commencing on
1 May 2015

Single figure of
total remuneration
received for the
year 2016/17 (£)(1)

Date of current
letter of
appointment

Single figure of
total remuneration
received for the
year 2016/17 (£)(1)

Date of current
letter of
appointment

————————
187,000

——————
21 June 2017

Current Non-Executive Directors:
———————————————

Director
———————
Jennifer Allerton

Christopher
Humphrey

Date of
appointment

Expiry term of
directorship

—————
9 July 2013

——————
Three years
commencing on
1 July 2016

8 July 2016

Three years from
latest appointment
commencing on
27 June 2016

————————
49,000(2)

43,834(3)

——————
21 June 2017

21 June 2017

Current Non-Executive Directors:
———————————————

Director
———————
Ron Mobed

Date of
appointment

—————
1 March 2017

Expiry term of
directorship

——————
Three years from
latest appointment
commencing on
1 March 2017

Single figure of
total remuneration
received for the
year 2016/17 (£)(1)

————————
4,083

Date of current
letter of
appointment

——————
28 February
2017

Non-current Non-Executive Directors who were in office in the year ended 31 March 2017
———————————————————————————————————————
Philip Dayer
7 January 2008 (resigned
7 July 2017)
71,500
N/A
Jonathan Brooks 12 July 2007
(resigned
8 November 2016)
36,506
N/A
Notes:
(1) Fees for Non-Executive Directors for the financial year ending 31 March 2018 increase by the same rate as the salary
increase for UK employees, which was 2.5 per cent.
(2) For the financial year ending 31 March 2018, in addition to a basic non-executive director fee of £50,300, Jennifer
Allerton will receive a chair fee of £11,500 per annum with effect from 7 July 2017.
(3) For the financial year ending 31 March 2018, in addition to a basic non-executive director fee of £50,300, Christopher
Humphrey will receive a chair fee of £11,500 per annum, and a senior independent director fee of £11,500 per annum
with effect from 7 July 2017.

6.7

Save as set out in paragraphs 6.1 to 6.6 of this Part XIII (Additional Information), there have been no
new service contracts or letters of appointment or amendments to existing service contracts or letters
of appointment with any Directors within the period of six months preceding the date of this document.
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6.8

Total Remuneration for Directors and Senior Management
For the year ended 31 March 2017, the aggregate remuneration paid (including contingent or deferred
compensation) and benefits in kind granted (under any description whatsoever) to the Directors and
Senior Management by the AVEVA Group was £4.236 million.

6.9

Proposed Directors
At Completion, each of the Proposed Directors will be appointed as a Non-Executive Director by a
letter of appointment for a fixed term of three years subject to earlier termination by either party giving
to the other three months’ prior written notice. The appointment of each of the Proposed Directors is
subject to the Articles and to rotation and has to be approved by the Shareholders at the next annual
general meeting after their appointment. Continuation of their appointment will be subject to their
continued satisfactory performance and re-election by the shareholders at annual general meetings.
In certain circumstances, the Company will be able to terminate their appointments with immediate
effect, including where the Proposed Director has committed any serious or repeated breach or
non-observance of their obligations to the Company, committed any serious or repeated breach
or non-observance of specified regulatory or statutory requirements relating to listed companies, been
guilty of any fraud or dishonesty or acted in any manner which (in the opinion of the Company) brings
or is likely to bring them or the Company into disrepute or is materially adverse to the interests of the
Company, been declared bankrupt or made an arrangement with or for the benefit of their creditors,
have a county court administration order made against them under the County Court Act 1984,
disqualified from acting as a director or been convicted of any arrestable criminal offence, other than
an offence under road traffic legislation in the UK or elsewhere for which a fine or non-custodial
penalty is imposed.
The Company intends to enter into deeds of indemnity with each of the Proposed Directors on
substantially the same terms as the deeds of indemnity that have already been entered into by the
current Non-Executive Directors (as summarised at paragraph 6.6 of this Part XIII (Additional
Information)).
The Proposed Directors (as Schneider Electric Directors) shall be entitled to receive fees and expenses
for the performance of their duties as a Director in accordance with the Company’s normal
remuneration policies for Non-Executive Directors.
Pursuant to the terms of the Relationship Agreement, Schneider Electric may, at any time and at its
option, procure that any Schneider Electric Directors who are employees of the Schneider Electric
Group waive any rights accruing to them to receive any payments in connection with their position as
Directors.

6.10 The current and past directorships and partnerships of the Directors and the Senior Management
Set out below are the directorships (unless otherwise stated) and partnerships held by the Directors
and members of the Senior Management (other than, where applicable, directorships held in the
Company and/or in any subsidiaries of the Company), in the five years prior to the date of this
document:
Director or
member of Senior
Management
Current Directorships
———————– ————————————————

Former Directorships within five years
————————————————–

Philip Aiken

Newcrest Mining Limited
Balfour Beatty plc
Australia Day Foundation Limited
Sloane Residents Limited

National Grid plc
Robert Walters plc
KAZ Minerals PLC
Essar Energy Limited
Miclyn Express Offshore Ltd
Australian Business

James Kidd

None

None
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Director or
member of Senior
Management
Current Directorships
———————– ————————————————

Former Directorships within five years
————————————————–

David Ward

None

None

Jennifer Allerton

Iron Mountain Inc.
Sandvik AB
Paysafe Group plc

Oxford Instruments plc

Christopher
Humphrey

SDL PLC
The Vitec Group plc.
Eckoh plc
EPC Identification Systems Inc.

Anite Limited (formerly Anite plc)
Crescent Productions Limited
J. & S. Engineers Limited

Ron Mobed

Elsevier Limited
Elsevier B.V.
Elsevier Inc.
The Guildhall Tenby
Management Company Limited

None

Trackunit A/S

Exclusive Analysis Ltd (dissolved)
Global Trade (Holdco) Limited
(dissolved)
IHS Global AB
IHS Global APS
IHS Global FZ LLC
IHS Global Limited
IHS Global SAS
IHS Global SRL
IHS Group Holdings Limited
IHS International Holdings Limited
Invention Machine Limited (dissolved)
ODS-Petrodata (Holdings) Ltd
(dissolved)
ODS-Petrodata Limited (dissolved)
Polk Europe Holdings Limited
R. L. Polk UK Ltd
Rushmore Associates Limited
Screen Digest Limited (dissolved)

Dave Wheeldon
Steen LomholtThomsen

None

6.11 Within the period of five years preceding the date of this document, none of the Directors, Proposed
Directors or members of Senior Management:
(a)

has had any convictions in relation to fraudulent offences;

(b)

has been a member of the administrative, management or supervisory bodies or director or
senior manager (who is relevant in establishing that a company has the appropriate expertise
and experience for management of that company) of any company at the time of any
bankruptcy, receivership or liquidation of such company; or

(c)

has received any official public incrimination and/or sanction by any statutory or regulatory
authorities (including designated professional bodies) or has ever been disqualified by a court
from acting as a member of the administrative, management or supervisory bodies of a
company or from acting in the management or conduct of affairs of a company.
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6.12 Except for the current directorships and partnerships set out in paragraph 6.10 of this
Part XIII (Additional Information), in respect of any Director, Proposed Director or member of Senior
Management, there are no actual or potential conflicts of interests between any duties he or she has
to the Company, either in respect of the Combination or otherwise, and the private interests and/or
other duties he or she may also have, save that the Proposed Directors are executives of the Schneider
Electric Group.
6.13 Save in respect of the Merger Agreement and as disclosed in paragraph 3.7.1 of Part XII (Directors
Proposed Directors and Corporate Governance) of this document, the Relationship Agreement, none
of the Directors, Proposed Directors or members of Senior Management were selected to be a
Director, Proposed Director or member of Senior Management pursuant to any arrangement or
understanding with any major shareholder, customer, supplier or other person having a business
connection with the Enlarged Group.
6.14 There are no family relationships between any of the Directors, Proposed Directors or members of
Senior Management.
7.

Pensions

7.1

The AVEVA Group previously operated a UK defined benefit pension plan (AVEVA Solutions Limited
defined benefit pension scheme) providing benefits based on final pensionable pay which is funded.
This scheme was closed to new employees on 30 September 2002, was converted to a Career Average
Revalued Earnings basis on 30 September 2004 and then closed to future accrual from 31 March 2015.
Defined benefit schemes are also operated in Germany and South Korea, but, given the number of
members, are insignificant for the purposes of the AVEVA Group. In Sweden, AVEVA AB participates
in an industry defined benefit scheme. It is not possible to identify the share of the underlying assets and
liabilities in the scheme which is attributable to the Group on a fair and reasonable basis. Therefore, the
AVEVA Group has applied the provisions in IAS 19 to account for the scheme as if it was a defined
contribution scheme. At 31 March 2017, the total cost charged to the income statement was £879,042.
The AVEVA Group also operates defined contribution retirement schemes for certain UK, US, German,
French, Norwegian and Asian employees. The assets of the schemes are held separately from those of
the AVEVA Group. In the UK, James Kidd and David Ward are members of the AVEVA Group
Personal Pension Plan. Both are subject to a cap on pension contributions of £10,000 per annum. David
Ward was able to utilise unused carryover from previous years, whereas James has no carryover
available and thus elected to receive a cash alternative, as allowed under the policy. During the financial
year ended 31 March 2017, in their capacity as Directors, David Ward received employer contributions
of £16,794, and James Kidd received cash in lieu of contributions of £30,300. The Company
contribution to the plan is 10 per cent of salary. The AVEVA Group has no obligation to the AVEVA
Group pension schemes beyond the payment of contributions.

7.2

For the year ended 31 March 2017, the AVEVA Group had no amounts set aside or accrued to provide
pension, retirement or similar benefits for the Directors and Senior Management.

8.

Mandatory takeover bids, “squeeze-out” and “sell-out” rules

8.1

Mandatory bid
Under Rule 9 of the Takeover Code, any person or group of persons acting in concert who acquires
an interest in shares (as defined in the Takeover Code) which, taken together with the shares in which
he and persons acting in concert with him are already interested, carry 30 per cent or more of the
voting rights in a company which is subject to the Takeover Code, is normally required to make a
general offer to all of the remaining shareholders to acquire their shares. Such an offer would have to
be made in cash (or with a full cash alternative) at a price not less than the highest price paid by him,
or by any member of the group of persons acting in concert with him, for any interest in shares in the
company during the 12 months prior to the announcement of the offer.
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The Merger Agreement provides for the issue of Ordinary Shares to Schneider Electric. If no options
are exercised or Ordinary Shares issued under the AVEVA Share Schemes between the Latest
Practicable Date and Admission, the maximum holding of Schneider Electric in the voting rights of
the Enlarged Group following Completion will be approximately 60 per cent. If, between 5 September
2017 and Admission, Ordinary Shares are issued as a result of the exercise of all outstanding options
or otherwise under the AVEVA Share Schemes, the minimum holding of Schneider Electric in the
voting rights of the Enlarged Group following Completion will be approximately 60 per cent.
As the interest of Schneider Electric in the Enlarged Group following Completion will therefore
exceed 30 per cent of the voting rights of the Enlarged Group, Schneider Electric would normally be
obliged to make a general cash offer pursuant to Rule 9 of the Takeover Code to all other Shareholders
to acquire their Ordinary Shares. The Takeover Panel has agreed, however, to waive the obligation to
make a general offer that would otherwise arise as a result of the Combination, subject to the approval
of the Shareholders. Accordingly, Resolution 2 is being proposed at the General Meeting and will be
taken on a poll.
Following Completion, Schneider Electric will hold more than 50 per cent of the Enlarged Group’s
voting share capital and may accordingly increase its interest in Ordinary Shares without incurring
any obligation under Rule 9 of the Takeover Code to make a general offer to other Shareholders to
purchase their Ordinary Shares. However, as described in paragraph 3.7 of Part XII (Directors,
Proposed Directors and Corporate Governance) of this document, for the duration of the
Relationship Agreement, Schneider Electric has agreed to a general prohibition on it or any of its
concert parties from acquiring any Ordinary Shares following Admission for a period of two years and
to further restrictions for a period of 18 months after the two year period, subject in each case to the
exceptions specified in paragraph 3.7.
8.2

Compulsory acquisition
Under sections 974 to 991 of the Companies Act, if an offeror acquires or contracts to acquire
(pursuant to a takeover offer) not less than 90 per cent of the shares (in value and by voting rights) to
which such offer relates it may then compulsorily acquire the outstanding shares not assented to the
offer. It would do so by sending a notice to outstanding holders of shares telling them that it will
compulsorily acquire their shares and then, six weeks later, it would execute a transfer of the
outstanding shares in its favour and pay the consideration to the Company, which would hold the
consideration on trust for the outstanding holders of shares. The consideration offered to the holders
whose shares are compulsorily acquired under the Companies Act must, in general, be the same as the
consideration that was available under the takeover offer.
In addition, pursuant to section 983 of the Companies Act, if an offeror acquires or agrees to acquire
not less than 90 per cent of the shares (in value and by voting rights) to which the offer relates, any
holder of shares to which the offer relates who has not accepted the offer may require the offeror to
acquire his shares on the same terms as the takeover offer. The offeror would be required to give any
holder of shares notice of his right to be bought out within one month of that right arising. Sell-out
rights cannot be exercised after the end of the period of three months from the last date on which the
offer can be accepted or, if later, three months from the date on which the notice is served on the holder
of shares notifying them of their sell-out rights. If a holder of shares exercises his/her rights, the offeror
is bound to acquire those shares on the terms of the offer or on such other terms as may be agreed.
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9.

Significant shareholders and interests and dealings

9.1

So far as is known to the Company, as at the Latest Practicable Date, the following persons were
interested, directly or indirectly, in three per cent or more of the Company’s issued share capital or
voting rights:
As at the Latest
Practicable Date
————————————
Percentage
Number of
of existing
Ordinary
issued share
Shares
capital
—————
—————
5,999,381
9.4
4,065,708
6.3
3,337,889
5.2
3,151,740
4.9
2,860,065
4.5
2,668,863
4.2
2,572,943
4.0
2,267,865
3.5

Aberdeen Asset Management
MFS Investment Management
Fidelity International
BlackRock
Columbia Threadneedle Investments
Kames Capital
1818 Partners
Baillie Gifford
9.2

So far as is known to the Company, immediately following Completion, the following persons shall
be interested, directly or indirectly, in three per cent or more of the Company’s issued share capital or
voting rights:
Immediately following
Completion
————————————
Percentage
Number of
of Enlarged
Ordinary
Share
Shares
Capital(1)
—————
—————
approximately approximately
97.4 million
60.3
5,999,381
3.7

Schneider Electric
Aberdeen Asset Management

Note:
(1) Estimated based on: (a) the number of Ordinary Shares in issue at the Latest Practicable Date, (b) the closing price of
the Ordinary Shares on the Latest Practicable Date, (c) the Directors’ estimate of the number of Ordinary Shares which
may be in issue at Completion, (d) the Directors’ estimate of the number of fully diluted shares at Completion as defined
under the Merger Agreement, including an estimate of the issues of shares or grants or lapses of awards or options
between the Latest Practicable Date and Completion, and (e) assuming Completion occurs at or around the end of 2017.

9.3

Save as disclosed above, in so far as is known to the Directors, there is no other person who is or will
be immediately following Admission, directly or indirectly, interested in three per cent or more of the
issued share capital of the Company, or of any other person who can, will or could, directly or
indirectly, jointly or severally, exercise control over the Company. The Directors have no knowledge
of any arrangements the operation of which may at a subsequent date result in a change of control of
the Company.

9.4

None of the Shareholders set out in paragraphs 9.1 and 9.2 have or will have different voting rights
attached to the shares they hold in the Company.

9.5

Interests and Dealings – General

Save as disclosed elsewhere in this document:
9.5.1 as at the Latest Practicable Date, none of Schneider Electric, its directors or any person acting in
concert with Schneider Electric (as detailed in paragraph 9.7 of this Part XIII (Additional
Information) below) had:
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(a)

any interest in, or right to subscribe for, Relevant Securities of the Company; or

(b)

any Short Position in Relevant Securities of the Company; or

(c)

borrowed or lent any Relevant Securities of the Company;

9.5.2 as at the Latest Practicable Date, none of the Company, the Directors, their immediate families,
persons connected with them or any person acting in concert with the Company had:
(a)

any interest in, or right to subscribe for, Relevant Securities of Schneider Electric; or

(b)

any Short Position in Relevant Securities of Schneider Electric;

9.5.3 as at the Latest Practicable Date, none of the Directors, their immediate families, persons
connected with them or any person acting in concert with the Company had:
(a)

any interest in, or right to subscribe for, Relevant Securities of the Company; or

(b)

any Short Position in Relevant Securities of the Company; or

(c)

borrowed or lent any Relevant Securities of the Company; and

9.5.4 there were no Arrangements which existed between Schneider Electric, or any person acting in
concert with Schneider Electric, and any other person.
9.6

Save in relation to Peter Herweck, who sold 500 Ordinary Shares in January 2017, taking his interest
to nil, none of Schneider Electric, its directors or any person acting in concert with Schneider Electric
(as detailed in paragraph 9.7 of this Part XIII (Additional Information) below) has, during the
disclosure period, dealt in any Relevant Securities of the Company.

9.7

Schneider Electric is a European company (societas Europaea) registered in accordance with the
Company law of the European Union and governed by European Council Regulation (EC)
No. 2157/2001 of October 8, 2001, governing the statutes of European Companies
(“SE Regulation”). Issues not covered by SE Regulation are governed by the provisions of the French
Commercial Code applicable to limited-liability companies (société anonyme), as well as by
Schneider Electric’s articles of association (a copy of which is available at http://www2.Schneiderelectric.com/sites/corporate/en/finance/general-information/corporate-governance/organization.
page?xtmc=articles%20of%20association&xtcr=13). The provisions of the French Commercial Code
regarding the management and government of limited-liability companies are applicable to Schneider
Electric. Schneider Electric’s head office is at 35, rue Joseph Monier – 92500 Rueil-Malmaison,
France. The Company is registered with the commercial court registry of Nanterre under No. 542 048
574, APE code (principal activity code) 7010Z. The following persons are acting in concert with
Schneider Electric:

9.8

(a)

the directors of Schneider Electric and the Proposed Directors, their immediate families,
persons connected with them (within the meaning of Part 22 of the Act and related regulations)
or any person acting in concert with any of them;

(b)

pension funds or employee benefit trusts of Schneider Electric; and

(c)

Morgan Stanley & Co International PLC, in its capacity as connected adviser, and whose
registered office is at 25 Cabot Square, Canary Wharf, London E14 4QA.

In this paragraph 9 references to:
“acting in concert” has the meaning attributed to it in the Takeover Code;
“Arrangement” has the meaning set out in Note 11 to the definition of acting in concert;
“connected adviser” has the meaning attributed to it in the Takeover Code;
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“control” means an interest, or interests, in shares carrying in aggregate 30 per cent or more of the
voting rights (as defined below) of a company, irrespective of whether such interest or interests give
de facto control;
“Dealing” or “dealt” includes the following:
(a)

the acquisition or disposal of Relevant Securities, of the right (whether conditional or absolute)
to exercise or direct the exercise of voting rights attached to Relevant Securities, or of general
control of Relevant Securities;

(b)

the taking, granting, acquisition, disposal, entering into, closing out, termination, exercise (by
either party) or variation of an option (including a traded option contract) in respect of any
Relevant Securities;

(c)

subscribing or agreeing to subscribe for Relevant Securities;

(d)

the exercise of conversion, whether in respect of new or existing Relevant Securities, of any
Relevant Securities carrying conversion or subscription rights;

(e)

the acquisition of, disposal of, entering into, closing out, exercise (by either party) of any rights
under, or variation of, a derivative referenced, directly or indirectly, to Relevant Securities;

(f)

entering into, terminating or varying the terms of any agreement to purchase or sell Relevant
Securities; and

(g)

any other action resulting, or which may result, in an increase or decrease in the number of
Relevant Securities in which a person is interested or in respect of which he has a short
position;

“Derivative” includes any financial product whose value in whole or in part is determined directly or
indirectly by reference to the price of an underlying security but which does not include the possibility
of delivery of such underlying security;
“disclosure period” means the period commencing on 5 September 2016 (being the date which is 12
months prior to the date of this document) and ended on the Latest Practicable Date;
“Exempt principal trader” or “exempt fund manager” has the meaning attributed to it in the
Takeover Code;
being “interested” in Relevant Securities includes where a person:
(a)

owns Relevant Securities;

(b)

has the right (whether conditional or absolute) to exercise or direct the exercise of the voting
rights attaching to Relevant Securities or has general control of them;

(c)

by virtue of any agreement to purchase, option or derivative, has the right or option to acquire
Relevant Securities or call for their delivery or is under an obligation to take delivery of them,
whether the right, option or obligation is conditional or absolute and whether it is in the money
or otherwise; or

(d)

is party to any derivative whose value is determined by reference to its price and which results,
or may result, in his having a long position in it;

“Latest Practicable Date” means 4 September 2017 (being the latest practicable date prior to the
publication of this document);
“Relevant Securities” means relevant securities of the Company or Schneider Electric, as defined in
the Takeover Code;
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“Short Position” means any short position (whether conditional or absolute and whether in the money
or otherwise) including any short position under a derivative, any agreement to sell or any delivery
obligation or right to require another person to purchase or take delivery; and
“Voting rights” except for the purpose of Rule 11, voting rights means all the voting rights
attributable to the capital of a company which are currently exercisable at a general meeting.
10.

Subsidiaries

The Company is the parent company of the AVEVA Group. The table below contains a list of the principal
subsidiaries, joint ventures and associates of the Company following Completion (each of which is
considered by the Directors to be likely to have a significant effect on the assessment of the assets, liabilities,
the financial position and/or the profits and losses of the Enlarged Group):
Proportion of
Country of
share capital
Company Name
Nature of business
incorporation
held %
—————————————— ——————————————— —————— —————–
AVEVA Solutions Limited
Software development and marketing UK
100
AVEVA Pty Limited
Software marketing
Australia
100
AVEVA do Brasil Informática Ltda Software marketing
Brazil
100
AVEVA (Shanghai) Consultancy
Services and training
China
100
Co Limited
AVEVA Solutions (Shanghai) Co. Software marketing
China
100
Limited
AVEVA Denmark A/S
Software development and marketing Denmark
100
AVEVA SA
Software marketing
France
100
AVEVA GmbH
Software marketing
Germany
100
AVEVA East Asia Limited
Software marketing
Hong Kong
100
AVEVA Solutions India LLP
Software development
India
100
AVEVA Information Technology
Software marketing
India
100
India Private Limited
AVEVA KK
Software marketing
Japan
100
AVEVA Korea Limited
Software marketing
South Korea
100
AVEVA Sendirian Berhad
Software marketing
Malaysia
49
AVEVA Asia Pacific Sendirian
Software marketing
Malaysia
100
Berhad
AVEVA AS
Software development and
Norway
100
marketing, training and
consultancy
AVEVA Limited Liability Company Software marketing
Russia
100
AVEVA Pte Limited
Software marketing
Singapore
100
AVEVA AB
Software development and marketing Sweden
100
AVEVA Inc.
Software marketing
USA
100
Schneider Electric Software, LLC Software development, marketing,
Delaware, USA
100
delivery and customer support
Schneider Electric Software
Software development, marketing,
Singapore
100
Holdings Singapore Pte. Ltd
delivery and customer support
Schneider Electric Software
Software development, marketing
Canada
100
Canada Inc.
and customer support
Schneider Electric Software Mexico Software marketing, delivery and
Mexico
100
S.A. de C.V.
customer support
Schneider Electric Software
Software development, marketing,
Netherlands
100
Netherlands B.V.
delivery and customer support
Schneider Electric Software GB Ltd Software development, marketing,
United Kingdom
100
delivery and customer support
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Company Name
——————————————
Schneider Electric Software
Spain S.L.
Schneider Electric Software
Australia Pty Ltd
Schneider Electric Software India
Private Limited
Invensys Development Centre
India Private Limited
Schneider Electric Software
Japan Inc.
Schneider Electric Software
Germany GmbH
Wonderware Italia SpA
Schneider Electric Software
Korea Ltd
Wonderware Scandinavia AB
Telvent Control Systems (China)
Co., Ltd
Schneider Electric Software
(Thailand) Co., Ltd
Schneider Electric Software
Brazil Ltd
Schneider Electric Software
Argentina S.A.
Schneider Electric Software Middle
East FZE
Schneider Electric Software
France S.A.S.
Schneider Electric Software
Chile S.p.A.
Schneider Electric Software
Italia S.p.A.

Proportion of
Country of
share capital
Nature of business
incorporation
held %
——————————————— —————— —————–
Software marketing, delivery and
Spain
100
customer support
Software development, marketing
Australia
100
and customer support
Software development, marketing,
India
100
delivery and customer support
Software development, delivery
India
100
and customer support
Software marketing, delivery and
Japan
100
customer support
Software marketing and customer
Germany
100
support
Software marketing and delivery
Italy
100
Software marketing, delivery and
Korea
100
customer support
Software marketing and customer
Sweden
100
support
Software marketing and customer
China
100
support
Software marketing and delivery
Thailand
100
Software development and marketing Brazil

100

Software marketing

Argentina

100

Software marketing and delivery

United Arab Emirates

100

Software marketing and delivery

France

100

Software marketing

Chile

100

Software marketing and delivery

Italy

100

The Company currently has no principal investments (in progress or planned for the future on which the
Directors have made firm commitments or otherwise) other than the subsidiaries and subsidiary undertakings
listed or referred to above.
11.

AVEVA Employee Share Plans

11.1 AVEVA operates the following share plans:
(a)

AVEVA Group LTIP 2012;

(b)

AVEVA Group LTIP 2014;

(c)

AVEVA Group RSP; and

(d)

AVEVA Group Deferred Share Scheme,

(together, the “AVEVA Share Plans”).
In addition to the AVEVA Share Plans, AVEVA also operates the EBT, further details of which are
summarised below.
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11.2 Common features
The following features are common to each of the AVEVA Share Plans, apart from the AVEVA
Group Deferred Share Scheme or as otherwise indicated, as specified:
11.2.1 Timing of awards
An award may be granted within 42 days following:
(a)

the day on which the Board resolves to adopt the plan;

(b)

the day immediately following the day on which AVEVA makes an announcement of its results
for the last preceding financial year, half year or other period;

(c)

the announcement of any proposed tax legislation or the introduction or alteration of any tax
legislation relevant to the plan; or

(d)

any day on which the Remuneration Committee resolves that exceptional circumstances exist
which justify the grant of awards,

provided that, should any period of grant as described above fall within any closed period or restricted
period under any relevant legislation, then the Remuneration Committee may grant awards within the
42 day period following the end of such proscribed period.
11.2.2 Dilution limits
The following dilution limits apply to the AVEVA Group RSP and the AVEVA Group LTIP 2014, but
not the AVEVA Group LTIP 2012, which are detailed below.
The number of shares allocated pursuant to the plan, when aggregated with the shares allocated in the
previous ten years under the plan and any other employee share scheme adopted by AVEVA, shall not
exceed 10 per cent of the ordinary share capital of AVEVA in issue immediately prior to the day of
allocation.
The number of shares allocated pursuant to the plan, when aggregated with the shares allocated in the
previous ten years under the plan and any other executive discretionary share incentive scheme
adopted by AVEVA, shall not exceed five per cent of the ordinary share capital of AVEVA in issue
immediately prior to the day of allocation.
11.2.3 Amendments
Shareholder approval is required to amend certain provisions to the advantage of the participants,
including provisions relating to eligibility, limitations on grant, the exercise price in the case of
options, the adjustment of awards, the restrictions on vesting or exercise, the rights attached upon the
issue of shares, the rights of the participants on the winding up of AVEVA, the transferability of
awards and the rules on alterations to the plan.
Shareholder approval is not required, however, for minor alterations which do not affect the basic
principles of the plan, including changes in light of a change in legislation, to obtain favourable tax,
exchange control or regulatory treatment, and to benefit the administration of the plan.
11.2.4 Variation of share capital
Upon any capitalisation issue, rights issue, subdivision, consolidation or other variation in the share
capital of AVEVA, or in the event of any demerger, dividend, income or capital distribution or other
similar event which affects the market price of shares to a material extent, the number of shares over
which an award has been granted, and any exercise price attaching to an option, shall be adjusted in
such manner as the grantor of the award may determine, provided the total price payable to exercise
an option remains unchanged.
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11.3 Principal terms of the AVEVA Group LTIP 2012
11.3.1 Operation
The operation of the AVEVA Group LTIP 2012 is supervised by the Remuneration Committee of the
Board and the trustee of the EBT.
No further awards have been granted under the AVEVA Group LTIP 2012.
11.3.2 Dilution limits
The number of shares allocated pursuant to the plan, when aggregated with the shares allocated in the
previous ten years under the plan and any other employee share scheme adopted by AVEVA, shall not
exceed 10 per cent of the ordinary share capital of AVEVA in issue immediately prior to the day of
allocation.
11.3.3 Conditions on vesting
The vesting of awards will be subject to vesting conditions determined by the Remuneration
Committee or the trustees of the EBT in agreement with the Remuneration Committee.
11.3.4 Leaving employment/office
If an option holder ceases employment as a result of death, his personal representatives may exercise
the option within one year following the date of death. If an option holder ceases employment as a
result of retirement by agreement with his employer, then his option will be exercisable for six months
from the date of retirement.
If a participant ceases employment as a result of injury or disability, redundancy, retirement, the
employing company ceasing to be a member of the AVEVA Group, transfer of the undertaking in
which he is employed out of the AVEVA Group, or any other reason at the discretion of the
Remuneration Committee (or the trustees of the EBT in agreement with the Remuneration
Committee), then the Remuneration Committee, (or the trustees in agreement with the Remuneration
Committee), may exercise their discretion within a period of 14 days of cessation to allow for awards
to vest and options to be exercised within six months of cessation of employment even if the
performance conditions have not been met.
11.3.5 Change of control and other reorganisation
Generally, on a change of control arising from a general offer, scheme of arrangement or the
compulsory purchase of minority shareholdings, where a person who, having obtained control,
subsequently makes a general offer, awards vest to the extent the applicable vesting conditions have
been satisfied at the time of the event unless the Remuneration Committee (or the trustees of the EBT
in agreement with the Remuneration Committee) decides otherwise, awards granted after May 2012
may be pro rated to reflect the amount of the full vesting period that has then been completed and may
be exercised for the period of six months.
Alternatively, if the events are part of a scheme or arrangement whereby another company obtains
control of AVEVA and immediately after the acquiror obtains control the issued ordinary share capital
of the acquiror is owned substantially by the same persons who were equity shareholders of AVEVA
immediately prior to the acquiror obtaining control, the acquiror may agree to grant new awards over
its shares in consideration for the release of any awards which have not lapsed.
If notice is given of a resolution to voluntarily wind up AVEVA, awards will vest in the way outlined
above, but options may be exercised until the resolution is passed or defeated.
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11.4 Principal terms of the AVEVA Group LTIP 2014
11.4.1 Operation
The operation of the AVEVA Group LTIP 2014 is supervised by the Remuneration Committee of the
Board or the trustee of the EBT, acting on the recommendation of the Remuneration Committee.
11.4.2 Eligibility
Any executive director or employee of AVEVA or any other company that is under the control of
AVEVA, or is a subsidiary of AVEVA, who is required to devote substantially the whole of his
working time to the business of AVEVA or any one of its subsidiaries, is eligible to participate in the
AVEVA Group LTIP 2014 at the discretion of the Remuneration Committee.
11.4.3 Awards under the AVEVA Group LTIP 2014
An award under the AVEVA Group LTIP 2014 will take the form of an option (which may be a
phantom option) to acquire ordinary shares in AVEVA or a conditional right to receive Ordinary
Shares (the “Performance Share Award”).
No payment is required on the grant of an award.
11.4.4 Individual limit
An employee may not be granted awards in any financial year which, at the time they are granted,
have a market value in excess of 250 per cent of his annual salary.
11.4.5 Conditions of vesting
The vesting of awards will be subject to vesting conditions determined by the Remuneration
Committee or the trustees of the EBT in agreement with the Remuneration Committee.
11.4.6 Leaving employment/office
If a participant ceases employment due to death whilst holding an option which has vested, his
personal representatives may exercise the option during the period of one year following the date of
death.
If a participant ceases employment due to death, the Remuneration Committee has the discretion to
decide in respect of all awards (other than options which have already vested) to allow the award to
either vest at the end of the performance period or prior to the expiry of the performance period,
provided that the personal representatives may exercise any option until the later of one year from the
date of cessation and six months from vesting. Unless the Remuneration Committee determines
otherwise, such awards will be reduced pro rata to take account of the period of time after the date of
grant and ending on the date of cessation.
When a participant ceases employment by reason of injury or disability, redundancy, retirement, the
employing company ceasing to be a member of the AVEVA Group, the transfer of the employing
undertaking out of the AVEVA Group, or any other reason at the discretion of the Remuneration
Committee (“good leaver” reasons), then at the discretion of the Remuneration Committee (in respect
of all awards other than vested options) the awards may be allowed to vest at the end of the
performance period or prior to the expiry of the performance period, provided that options will be
exercisable for a period of six months from the date of vesting or date of cessation. Such awards will
be reduced pro rata to take account of the period of time after the date of grant and ending on the date
of cessation.
When a participant ceases employment for any of the good leaver reasons listed in the preceding
paragraph and is holding an option which has already vested, such option may be exercisable for the
period of six months from the date of cessation.
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11.4.7 Change of control and other reorganisations
Generally, on a change of control arising from a general offer, scheme of arrangement or the
compulsory purchase of minority shareholdings, or where a person who, having obtained control,
subsequently makes a general offer, awards vest subject to the satisfaction of performance conditions
as at the time of the event and are reduced (unless the Remuneration Committee determines
otherwise) on a pro rata basis to take account of the proportion of the performance period that has not
been completed and may be exercised for the period of six months.
Alternatively, if the events are part of a scheme or arrangement whereby another company obtains
control of AVEVA and immediately after the acquiror obtains control the issued ordinary share capital
of the acquiror is owned substantially by the same persons who were equity shareholders of AVEVA
immediately prior to the acquiror obtaining control, the acquiror may agree to grant new awards over
its shares in consideration for the release of any awards which have not lapsed.
If notice is given of a resolution to voluntarily wind up AVEVA, awards will vest in the way outlined
above, and options may be exercised until the resolution is passed or defeated.
11.4.8 Malus and Clawback
The Remuneration Committee may decide to adjust or clawback awards where any audited accounts
of the AVEVA Group or any group member which were used to assess the satisfaction of performance
conditions are subsequently corrected, or any subsequent accounts are published which include writedowns, adjustments or other items which are material and which would or might affect the assessment
of performance relevant to the award.
11.4.9 Distribution Equivalent
Participants may receive a payment (in cash and/or shares) on their vested shares up to an amount
equivalent to the dividends and/or any other income or capital distribution (“Distributions”) that
would have been paid or made on or in relation to those shares (a “Distribution Equivalent”) by
reference to a record date falling on or after the time when the awards were granted and before the
time when they vest or, if the Remuneration Committee or trustees of the EBT determines (acting on
the recommendation of the Remuneration Committee), before the date the shares are registered in
their name. This amount may assume the reinvestment of Distributions. Alternatively, participants
may have their awards increased as if Distributions were paid on the shares subject to their award and
then reinvested in further shares. The amount of the Distribution Equivalent shall be determined by
the Remuneration Committee. No Distribution Equivalent may include any Distribution that is subject
to a record date prior to 7 July 2017.
11.5 Principal terms of the AVEVA Group RSP
11.5.1 Operation
The operation of the AVEVA Group RSP is supervised by the Remuneration Committee of the Board
or the trustee of the EBT acting on the recommendation of the Remuneration Committee.
11.5.2 Eligibility
Any employee of AVEVA or any other company that is under the control of AVEVA, or is a
subsidiary of AVEVA, who is eligible to participate in the RSP at the discretion of the Remuneration
Committee. Directors are not eligible to be granted an award.
11.5.3 Awards under the AVEVA Group RSP
The Remuneration Committee (or the trustees of the EBT) may grant options to acquire a specified
number of ordinary shares in the share capital of AVEVA, which may be in the form of, or converted
into, phantom options.
No payment is required for the grant of an award.
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11.5.4 Individual limit
An employee may not be granted awards in any financial year which, at the time they are granted,
have a market value in excess of 100 per cent of his annual salary.
11.5.5 Conditions on vesting
The vesting of awards will be subject to vesting conditions determined by the Remuneration
Committee (or the trustees of the EBT in agreement with the Remuneration Committee).
Subject to the good leaver provisions described below at paragraph 11.5.6 of this Part XIII (Additional
Information), a third of the shares subject to the award will normally vest on the second anniversary
of the date of grant, with the remainder vesting on the third anniversary based on continued
employment.
Alternatively, subject to the good leaver provisions described below at paragraph 11.5.6 of this Part
XIII (Additional Information), the earliest date on which an award may vest is the first anniversary of
the date of grant, and the latest date the fifth anniversary of the same date based on continued
employment.
11.5.6 Leaving employment
Where a participant dies whilst he is an employee and whilst holding an award which has vested, his
personal representatives may exercise the award during the period of one year following the date of
death. Where a participant ceases to be an employee by reason of injury or disability, redundancy,
transfer out of the AVEVA Group, the employing company ceasing to be a member of the AVEVA
Group, or any other reason at the discretion of the Remuneration Committee, then the Remuneration
Committee may exercise its discretion within a 30-day period to allow the award (to the extent it has
vested) to be exercised for a period of six months.
Where a participant ceases to be an employee in any circumstances which the Remuneration
Committee does not determine to be a good leaver circumstance (as set out above), the award shall
lapse. If a participant ceases to hold office or employment by reason of gross misconduct, his award
lapses immediately.
11.5.7 Change of control and other reorganisations
Generally, on a change of control arising from a general offer, scheme of arrangement or the
compulsory purchase of minority shareholdings, or where a person who, having obtained control,
subsequently makes a general offer, awards vest as at the time of the event and are reduced (unless the
Remuneration Committee determines otherwise) on a pro rata basis to take account of the proportion
of the vesting period that has not been completed and may be exercised for the period of six months.
Alternatively, if the events are part of a scheme or arrangement whereby another company obtains
control of AVEVA and immediately after the acquiror obtains control the issued ordinary share
capital of the acquiror is owned substantially by the same persons who were equity shareholders of
AVEVA immediately prior to the acquiror obtaining control, the acquiror may agree to grant new
awards over its shares in consideration for the release of any awards which have not lapsed.
If notice is given of a resolution to voluntarily wind up AVEVA, awards will vest in the way outlined
above, but may be exercised until the resolution is passed or defeated.
11.5.8 Malus and Clawback
Any notice to exercise an award will be refused by the Remuneration Committee where disciplinary
proceedings against the participant remain to be concluded, the employing company is entitled to
dismiss the participant further to a breach of his employment contract, or the participant has ceased
employment and it emerges that at the date of cessation there was a material breach of the participant’s
contract which would have prevented the grant of the award.
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The Remuneration Committee may clawback an award where the Remuneration Committee find that
it would be clear to a reasonable and objective assessor that it was exercised at a time where
disciplinary proceedings against the participant remains to be concluded, when the employing
company was entitled to dismiss the participant further to a breach of his contract, or if the participant
has ceased to be an employee, when the employing company was unaware of a breach of contract
which would have prevented the grant or exercise of the option.
11.5.9 Distribution Equivalent
Participants may receive a payment (in cash and/or shares) on their vested shares of an amount up to
an amount equivalent to the dividends and/or any other income or capital distribution
(“Distributions”) that would have been paid or made on or in relation to those shares (a “Distribution
Equivalent”) by reference to a record date falling on or after the time when the awards were granted
and before the time when they vest or, if the Remuneration Committee or trustees of the EBT
determines, before the date the shares are registered in their name. This amount may assume the
reinvestment of Distributions. Alternatively, participants may have their awards increased as if
Distributions were paid on the shares subject to their award and then reinvested in further shares. The
amount of the Distribution Equivalent shall be determined by the Remuneration Committee. No
Distribution Equivalent may include any Distribution that is subject to a record date prior to 7 July
2017.
11.6 Principal terms of the AVEVA Group Deferred Share Plan
11.6.1 Operation
The operation of the AVEVA Group Deferred Share Plan is supervised by the Remuneration
Committee and/or option committee of the Board and the trustee of the EBT acting on the
recommendation of the relevant committee.
All awards granted under the AVEVA Group Deferred Share Plan are satisfied using shares purchased
in the market. Neither new issue shares nor treasury shares may be used to satisfy awards.
11.6.2 Eligibility
All employees of AVEVA and any subsidiary of AVEVA are eligible to participate in the AVEVA
Group Deferred Share Plan if they have received a bonus pursuant to the annual bonus arrangements
of AVEVA or any subsidiary in the preceding financial year.
11.6.3 Awards under the AVEVA Group Deferred Share Plan
Awards are granted pursuant to a deferred bonus arrangement, whereby the participant may receive a
bonus in respect of service and/or performance of the AVEVA group or the participant in a period not
exceeding the length of a financial year.
The trustee of the EBT may grant options or conditional share awards on the recommendation of the
option committee over ordinary shares of AVEVA pursuant to the AVEVA Group Deferred Share
Plan during the 42 days period commencing on:
(a)

the day on which the Board resolves to adopt the plan;

(b)

the day immediately following the announcement of the results of AVEVA for a financial year;
or

(c)

any day on which the option committee resolves that exceptional circumstances exist which
justify the grant of an award.

However, if the above 42 day period falls within any closed period or restricted period under any
relevant legislation, the 42 day period shall commence after such restriction is lifted.
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Subject to the leaver provisions (as described below under paragraph 11.6.4 of this
Part XIII (Additional Information)) and subject to the change of control provisions (as described
below under paragraph 11.6.6 of this Part XIII (Additional Information)) one third of the award will
normally vest on the announcement of AVEVA’s results for the financial year in the calendar year
following the grant of the award provided the participant has remained an employee or director
throughout such period. The remainder of the award shall vest of the second and third announcement
dates following the award in equal measure provided the participant has remained an employee or
director throughout such period.
Awards are normally settled in shares but may, if the trustee considers (on the recommendation of the
Remuneration Committee) that the transfer of the shares would materially adversely affect a
participant who is resident outside the UK, satisfy awards in cash.
11.6.4 Leaving employment
When a participant ceases employment by reason of death, any award shall vest in full and, in the case
of an option, will be exercisable in full during any option exercise period, which falls within the 12
months following the participant’s death.
When a participant ceases employment by reason of injury or disability, redundancy, the employer
company ceasing to be a member of the AVEVA Group, the transfer of the relevant company or
business outside of the AVEVA Group, or any other reason at the discretion of the option committee,
the option committee may exercise its discretion so that: (i) the award shall continue to subsist and
will vest in accordance with the ordinary rules of the scheme, and (ii) in respect of any tranche of an
option, that it may be exercised during any option exercise period beginning on or around the date on
which it vests and shall lapse following the end of that period to the extent the option remains
unexercised.
11.6.5 Distribution Equivalent
Participants may receive a payment (in cash and/or shares) on their vested shares of an amount up to
an amount equivalent to the dividends and/or any other income or capital distribution
(“Distributions”) that would have been paid or made on or in relation to those shares (a “Distribution
Equivalent”) by reference to a record date falling on or after the time when the awards were granted
and before the time when they vest or, if the Remuneration Committee or trustees of the EBT
determines (subject to the Remuneration Committee’s approval), before the date the shares are
registered in their name. This amount may assume the reinvestment of Distributions. Alternatively,
participants may have their awards increased as if Distributions were paid on the shares subject to
their award and then reinvested in further shares. The amount of the Distribution Equivalent shall be
determined by the Remuneration Committee. No Distribution Equivalent may include any
Distribution that is subject to a record date prior to 7 July 2017.
11.6.6 Change of control or other reorganisation
Generally, on a takeover of AVEVA by way of general offer or on a scheme of arrangement in
connection with a scheme for the reconstruction or amalgamation with any other company,
compulsory acquisition, or where a person, who having obtained control, subsequently makes a
general offer, awards will vest in full and options will be exercisable for six months following the time
of the event (or in the case of a compulsory acquisition at any time within the period during which the
acquiror remains bound or entitled to compulsorily acquire the ordinary shares in AVEVA).
If an order is made or an effective resolution is passed for the winding up of the AVEVA all
outstanding awards which have not vested or been exercised at the date of such order shall forthwith
lapse provided that in the event of a members voluntary winding up of AVEVA (other than for the
purpose of amalgamation or reconstruction) each award shall vest in full options will be exercisable
for six months following the time of the commencement of the winding up.
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11.6.7 Amendments
The AVEVA Group Deferred Share Plan may be amended at any time, provided no amendments will
be made where such amendment would be to the material disadvantage of the trustee of the EBT
without its prior approval, participants without their prior approval, or require shareholder approval
(unless they provide such approval).
The trustee’s approval, participant approval and shareholder approval is not required for minor
alterations which do not affect the basic principles of the AVEVA Group Deferred Share Plan,
including changes in light of a change in legislation, to obtain favourable tax, exchange control or
regulatory treatment, and to benefit the administration of the plan.
11.6.8 Variation of share capital
Upon any capitalisation of profits or reserves, or in the event of any demerger, dividend, income or
capital distribution or other similar event which affects the market price of shares to a material extent,
rights issue, subdivision, consolidation or other variation in the share capital of AVEVA to a material
extent in the opinion of the options committee and trustee, the number of nominal amount of shares
over which an award (that has not yet been exercised) has been granted in such manner as the option
committee determines, provided the total price payable to exercise an option remains unchanged.
11.7 The EBT
The EBT was established on 10 July 2008 to encourage and facilitate the holding of shares in AVEVA
by or for the benefit of employees or former employees of AVEVA and its subsidiaries and certain of
their dependants. The current trustee of the EBT is Estera Trust (Jersey) Limited, an independent
professional trustee incorporated in Jersey. The EBT may hold shares in AVEVA for the purposes of
any share purchase scheme, share option scheme, deferred bonus arrangement or other arrangement.
AVEVA has the power to appoint additional trustees or to remove any trustee. With the agreement of
the trustee, the Company may amend the trust deed.
11.8 Effect of the Combination on the AVEVA Share Plans
The Combination will not affect the operation of the AVEVA Share Plans which, as explained in
paragraph 16 of Part I (Letter from the Chairman of AVEVA Group plc) of this document, will
continue subject to certain proposed alterations and adjustments to the number of shares held under
awards and the option price (if any) as a result of the Return of Value and adjustments to the
performance conditions applying to awards granted in 2016 or 2017 under the AVEVA Group LTIP
2014.
12.

Litigation

12.1 The AVEVA Group
There are no governmental, legal or arbitration proceedings (including any such proceedings which
are pending or threatened of which the Company is aware) during the 12 months preceding the date
of this document which may have, or have had in the recent past a significant effect on the Company’s
and/or the AVEVA Group’s financial position or profitability.
12.2 The Schneider Electric Software Business
There are no governmental, legal or arbitration proceedings (including any such proceedings which
are pending or threatened of which the Company is aware) during the 12 months preceding the date
of this document which may have, or have had in the recent past a significant effect on the Schneider
Electric Software Business’ financial position or profitability.
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13.

Material contracts

The following are all the contracts, other than contracts entered into in the ordinary course of business, that
have been entered into by the Company, any other member of the AVEVA Group or any member of the
Schneider Electric Software Business (i) within two years immediately preceding the date of this document
and are, or may be, material; or (ii) containing a provision under which the Company, any other member of
the AVEVA Group or any member of the Schneider Electric Software Business has any obligations or
entitlements which are or may be material as at the date of this document.
The following contracts have been entered into in connection with the Combination.
13.1 The AVEVA Group
13.1.1 Merger Agreement
Please see Part II (Details of the Combination) of this document.
13.1.2 Sponsor’s Agreement
On 5 September 2017 Numis and the Company entered into a sponsor’s agreement pursuant to which
Numis has agreed to act as the Company’s sponsor in relation to the Combination and Re-Admission
(the “Sponsor’s Agreement”). The Company is providing Numis with certain undertakings which
will require the Company to either consult with or obtain the prior consent of Numis before it can take
a particular action and with certain warranties. The undertakings and warranties provided by the
Company pursuant to the Sponsor’s Agreement are customary for an agreement of this nature. In
addition, the Company is providing Numis with the benefit of certain indemnities, which again, are
customary for an agreement of this nature and which are unlimited in time and are not subject to any
financial limit. Numis may terminate the Sponsor’s Agreement in certain customary circumstances,
for example, where there is a breach of warranty by the Company.
The Company has agreed to bear all costs and expenses of, or which are incidental to, the
Combination and Re-Admission, including without limitation, the fees and expenses payable to the
UKLA or other reporting body and all printing and advertising expenses and postage.
13.1.3 Relationship Agreement
Please see paragraph 3.7 of Part XII (Directors, Proposed Directors and Corporate Governance) of
this document.
13.1.4 Commercial Agreements
See paragraph 13.2.1 of Part XIII (Additional Information) of this document.
13.1.5 Transitional Services Agreement
For a certain period after Completion, but in any case no longer than 24 months following the
Completion Date, the Schneider Electric Software Business will require services to be provided by
entities within the Schneider Electric Group on a transitional basis. Therefore, AVEVA and Schneider
Electric Industries SAS, a Schneider Electric Group entity, will on Completion have entered into a
Transitional Services Agreement setting out the terms on which Schneider Electric will provide to
AVEVA such transitional services from and after Completion.
The services which will be provided by the Schneider Electric Group to the Schneider Electric
Software Business include certain information technology infrastructure and application services,
shared real estate, as well as certain human resources services related to the management and
administration of hiring, payroll and employee benefits. The charges payable for the services are set
out in a schedule to the Transitional Services Agreement. If a service is provided pursuant to a third
party agreement between the applicable provider and a third party and that third party increases its
charges, the applicable provider shall be entitled to increase the charges payable for such service by
an equivalent amount on 30 days’ notice, provided that if the charges for such service increase by
more than 10 per cent the parties shall discuss, in good faith, alternatives as to how to minimise such
increase. AVEVA is also responsible for paying Schneider Electric’s actual out-of-pocket costs and
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expenses incurred in the provision of, or setting up for, the provision of each service, provided that if
any such costs and expenses cause the charges payable for a services to increase by more than 10 per
cent the parties shall discuss, in good faith, alternatives as to how to minimise such increase.
Services shall be provided for the period specified for the applicable service in the relevant schedule
to the Transitional Services Agreement, as such period may be modified by mutual agreement of the
parties, but in any case no longer than 24 months following the Completion Date. Services are to be
provided in a manner and at a level of services consistent in all material respects as they were provided
in the 12 months prior to Completion. Where consent from a third party is required to provide a
service then Schneider Electric is obliged to use its best efforts to obtain that consent, but if it is not
possible to obtain that consent on commercially reasonable terms the parties will negotiate in good
faith to agree upon a commercially reasonable alternative, within excess costs being borne by
Schneider. Any service may be terminated in the following circumstances: (i) by Schneider Electric
if it intends to cease providing the relevant service to its subsidiaries and cannot procure a
commercially reasonable alternative arrangement to provide the service to the applicable recipient; (ii)
if Schneider Electric intends to change its IT systems in such a way as would result in the inability to
provide the relevant service and Schneider Electric cannot procure a commercially reasonable
alternative arrangement to provide the service to AVEVA; (iii) by AVEVA on 60 days’ notice (or such
longer period provided for in the relevant schedule for that service or by a relevant third party
agreement); (iv) by either party if continued performance would be in violation of applicable law; (v)
by either party for continued force majeure events; (vi) by either party for non-remedied material
breach by the other party continuing for 30 days after receipt of notice; (vii) by AVEVA on 60 days’
notice if Schneider Electric enters into a new agreement, or changes the applicable third party
provider, with respect to information technology services provided to AVEVA; (viii) by either party if
the other party suffers an insolvency event or (ix) by Schneider Electric if its failure to purchase, lease
or license, or to renew a lease or license applicable to, any facility, equipment or software or to pay
any costs related to the transfer or conversion of AVEVA’s data to any alternative provider of any
services or AVEVA’s access to any facilities, equipment or software with respect to any services shall
materially adversely affect the quality or availability of such services and cannot procure a
commercially reasonable alternative arrangement to provide the service to AVEVA.
Termination charges, including start-up and wind-down costs, breakage fees, early termination fees or
minimum volume make-up charges, will be payable other than where termination occurs in the
circumstances outlined in paragraphs (i), (ii), (vi), (vii) or (ix) above, provided that Schneider Electric
shall use commercially reasonable efforts to minimise such costs. AVEVA has agreed under the
Transitional Services Agreement to indemnify Schneider Electric for losses arising from the
employment or engagement of employees of the enlarged and any third party service providers
engaged by AVEVA to provide services under the Transitional Services Agreement (save where such
losses arise as a result of an act or omission of the Schneider Electric Group that has not been
approved in writing by AVEVA). Schneider Electric has agreed to a reciprocal indemnity on
equivalent terms.
In the event of any conflict between the terms of these indemnities and the Merger Agreement, the
terms of the Merger Agreement shall prevail.
13.1.6 Revolving Credit Facility
On 5 September 2017, AVEVA and AVEVA Solutions Limited entered into the Facility Agreement,
pursuant to which the Facility was made available to the AVEVA Group for general corporate and
working capital purposes, including towards any acquisitions permitted under the terms of the Facility
Agreement.
Subject to the satisfaction of certain customary conditions precedent (including Re-Admission), the
Facility shall be available for drawing by the borrowers until the date falling one month prior to the
termination date. The termination date is the date falling three years after the Facility Reference Date
(which is the earlier of (i) the date of Re-Admission and (ii) the date falling 180 days after the date of
the Facility Agreement), subject to the Extension Option(s) (as defined below). If the Re-Admission
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has not occurred on or before the Long Stop Date then the Facility will be automatically cancelled and
all amounts owed thereunder will become immediately due and payable.
The Facility may be made available by the Lenders by way of certain specified ancillary facilities,
including overdraft facilities, guarantees, bonding, documentary or stand-by letters of credit or foreign
exchange facilities, provided that such ancillary facilities shall not exceed 25 per cent of the total
commitments under the Facility.
AVEVA and AVEVA Solutions Limited are borrowers under the Facility. AVEVA and AVEVA
Solutions Limited are guarantors under the Facility Agreement. At all times from the date of first
utilisation of the Facility, AVEVA must ensure that the aggregate EBITDA and net assets of the
guarantors under the Facility represent 75 per cent or more of the Consolidated EBITDA and net
assets of the AVEVA Group and, in the event that AVEVA is not in compliance with this requirement,
AVEVA shall accede such further subsidiaries as guarantors under the Facility Agreement as are
required in order to ensure compliance with this requirement within 30 days of such non-compliance
if that subsidiary is incorporated in England and Wales or Delaware and within 60 days of such noncompliance if that subsidiary is incorporated in any other jurisdiction.
The Facility will be cancelled and all amounts drawn under it must be prepaid in full if (a) there is a
sale of all or substantially all of the business and assets of the AVEVA Group, or (b) (if required on
an individual lender election basis) there is a change of control in the ownership of AVEVA (other
than Schneider Electric).
AVEVA is required to comply with the following financial covenants on a half yearly basis
commencing on 30 September 2018: (i) interest cover in respect of any relevant period shall not be
less than 3.0:1 and (ii) net leverage in respect of any relevant period shall not exceed 3.5:1.
The Facility Agreement permits voluntary prepayment and/or cancellation of the Facility, subject to
the payment of any applicable break costs.
Prior to the delivery of the first compliance certificate, interest shall accrue on each loan made under
the Facility at a margin rate of 0.5 per cent per annum plus LIBOR or (if the loan is in euro)
EURIBOR. If either EURIBOR or LIBOR are less than zero than EURIBOR or LIBOR (as the case
may be) shall be deemed to be zero.
Following the delivery of the first compliance certificate in relation to the period ending on
30 September 2018, the margin for each loan will be the percentage per annum set out below in the
column opposite net leverage in respect of the most recently completed relevant period:
Margin (per cent
per annum)

Net Leverage
Greater than 2.5:1
Less than or equal to 2.5:1 but greater than 2.0:1
Less than or equal to 2.0:1 but greater than 1.5:1
Less than or equal to 1.5:1 but greater than 1.0:1
Less than or equal to 1.0:1

1.50
1.25
1.00
0.75
0.50

AVEVA may request that the termination date of the Facility be extended by one year by giving
written notice prior to the one year anniversary of the Facility Reference Date and/or may request that
the termination date of the Facility be extended by one year or (if the first option is not exercised or
accepted) two years by giving written notice prior to the two year anniversary of the Facility
Reference Date (each an “Extension Option”), subject to the satisfaction of certain customary
conditions. The Lenders are free to consider an extension request on an individual basis.
AVEVA may, up to three times during the life of the Facility, request increases to the commitments
under the Facility by a total aggregate amount of not more than £50 million, subject to the satisfaction
of certain customary conditions. In the event that the Lenders do not participate in the increased
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amounts pro-rata to their existing commitments, AVEVA is entitled to invite third parties to become
lenders on terms that are not preferential to those offered to the existing Lenders.
The Facility Agreement includes restrictions, subject to certain exceptions, on some or all of the
AVEVA Group, from creating security over their assets, making disposals, making a class 1
acquisition or entering into a reverse takeover (other than the Combination), entering into speculative
derivative transactions, entering into any amalgamation, merger, demerger or corporate
reconstruction, and changing the general nature of their business.
The Facility Agreement includes customary positive and negative obligations, subject to specified
exceptions, on some or all of the AVEVA Group in relation to obtaining any necessary authorisations,
compliance with laws, maintaining insurance policies, maintaining intellectual property, compliance
with sanctions, anti-corruption and anti-bribery laws, compliance with the US Employee Retirement
Income Security Act of 1974 and pari passu ranking of unsecured and unsubordinated debt.
The Facility Agreement also includes customary representations and warranties and events of default.
Upon the occurrence of an event of default which is continuing and, if instructed to do so by the
majority lenders (calculated by reference to their level of commitments), the Agent may cancel any
undrawn commitments, demand immediate repayment of all amounts outstanding under the Facility
Agreement and exercise any other rights they have under the finance documents.
13.2 The Schneider Electric Software Business
13.2.1 Commercial Agreements
Between November and December 2015 and, separately, June and August 2017, an entity within the
Schneider Electric Software Business (which, for the purposes of this paragraph 13.2.1 will be
referred to as “Software” and which, as a result of the Combination, will become a subsidiary of
AVEVA) entered into the Commercial Agreements (as described more fully below) with an entity or
business unit within the Schneider Electric Group (which, for the purposes of this paragraph 13.2.1,
will be referred to as “PA” in respect of both the 2015 and 2017 agreements despite the identity of
this entity being different), to allow for the continued provision of various services and licences
between the Commercial Agreements Parties (and their affiliates) after Completion.
In addition to the Transitional Services Agreement (described more fully in paragraph 13.1.5 of this
Part XIII (Additional Information) above), the Commercial Agreements Parties have entered into
eleven Commercial Agreements (three of which have been amended).
(a)

Subcontractor Agreements: Under the Subcontractor Agreements (one dated November 2015
as amended September 2017, the other dated September 2017), the Commercial Agreements
Parties set out the terms on which Software will assist PA in relation to any opportunity
identified by PA for PA to offer Software’s products and services integrated with its own
products and services as part of a bundled solution to a customer or potential customer of PA.
The Subcontractor Agreement obliges Software to provide a proposal following a request from
PA for Software’s products or services which shall set out, amongst other things, a quote
adhering to certain pricing principles set out in the agreement. In particular, Software must
provide PA a price which is equal to Software’s list price (for products) or rate card (for
services) less any specific discounts. The discounts for services are set out in the rate card. In
the 2015 agreement, the SimSci software discount is set out in a schedule. In relation to any
other Software product, a discount of 20 per cent is provided as standard. There is no right for
Software to refuse to provide a proposal and it becomes binding when received by PA.
Software may not enter into discussions with third parties or proposed customers if PA has
notified Software of the applicable project and may not enter into discussions with a competitor
of PA in relation to the provision of Software’s products or services as part of a bundled
solution unless PA has notified Software that PA does not intend to pursue the applicable
opportunity. These restrictions do not apply where the relevant customer has notified its
potential suppliers that they must use Software as a subcontractor or has specified the provision
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of products that only Software is able to provide. In such cases, Software must offer its
products to PA at 10 per cent lower than the price offered to any other bidders. Where
Software’s products or services can address a customer’s requirements for a bundled solution,
PA must approach Software as preferred supplier for products and sole provider to PA for
services (unless PA is able to provide these services itself).
The initial duration of each agreement is five years, after which it automatically renews for
successive five year terms unless either of the Commercial Agreements Parties choose to
terminate the agreement (which, in the case of PA may be done by giving 90 days’ notice or,
in the case of either party, may be done by giving two years’ notice prior to the expiry of any
five year term). The parties may also terminate the agreement for insolvency of the other party,
for material breach that is unremedied within 90 days of notice to do so or by mutual
agreement.
(b)

Sales Agent Agreement (dated September 2017): Under the Sales Agent Agreement, a
number of business units and sales teams within PA (“AAs”) are appointed as Software’s
independent resellers of certain software and related support and other services. The AAs’
appointment covers certain strategic customer accounts in geographies and markets as are
agreed between the parties. Software is prevented from using a competitor of the AAs as a
reseller of the relevant software and services, or selling the relevant software directly to those
strategic customer accounts covered by the agreement or any of PA’s competitors, except where
such arrangements are already in existence. The pricing for the software and services is
determined by Software, subject to certain restrictions, and each AA shall be entitled to a four
per cent commission on the value of orders booked per quarter as a result of its efforts. The
initial duration of the agreement is five years, after which it automatically renews for
successive five year terms unless either of the Commercial Agreements Parties or the AAs
choose to terminate the arrangement (which may be done by giving two years’ notice prior to
the expiry of any five year term). The AAs may also terminate by giving 90 days’ notice
provided that it agrees to give Software reasonable post-termination assistance.

(c)

Sales Agent Agreement (dated November 2015 as amended September 2017): Under the
2015 Sales Agent Agreement, PA is appointed as Software’s independent reseller of certain
software (SimSci, Avantis EAM, Spiral Crude Suite, Planning and Scheduling, Ampla
Products, IntelaTrac and InBatch) and related support and other services. PA’s appointment
covers certain strategic customer accounts in geographies and markets as are agreed between
the parties (the “Resale Territory”). The software and services which are covered by the Sales
Agent Agreement may not be sold by PA outside of the Resale Territory unless Software has
given its prior consent and Software is prevented from itself selling within the Resale Territory
or from using a competitor of PA as a reseller of the relevant software and services except
where such arrangements are already in existence. The pricing for the software and services is
determined by Software, subject to certain restrictions, and PA shall be entitled to a four per
cent commission on the value of orders booked per quarter as a result of its efforts. The initial
duration of the agreement is five years, after which it automatically renews for successive five
year terms unless either of the Commercial Agreements Parties choose to terminate the
arrangement (which may be done by giving two years’ notice prior to the expiry of any
five year term). PA may also terminate by giving 90 days’ notice provided that it agrees to give
Software reasonable post-termination assistance.

(d)

Distributor Agreement: Under the Distributor Agreement, Software appoints PA as its nonexclusive distributor of Software’s computer software products, all third party products
branded by Software and the third party Citect software, in each case, to end-users in Australia,
USA, China, Spain, Netherlands, Sweden and Germany (such territory to be freely altered by
Software). Software agrees to provide training, technical support and promotional materials to
facilitate such distribution. PA is prohibited from (i) distributing or selling any competing
products, (ii) entering into arrangement or negotiating agreements with persons that develop,
distribute or market competing products (including as part of a sale of PA’s business), or (iii)

219

allowing any officer, shareholder or partner of PA to become a director, shareholder or partner
of a developer, distributor, or marketer of competing products. PA is to buy the relevant
products directly from Software for Software’s global list price of that product, except for a
50 per cent discount for the Citect software. PA must also meet agreed sales quotas for such
products in each quarter. The initial duration of the agreement is one year, after which it
automatically renews for successive three-month terms unless either of the Commercial
Agreements Parties choose to terminate the arrangement (which may be done by giving 30
days’ written notice). Software may also terminate the agreement if PA (i) ceases to be a
member of TRACE International Inc., (ii) undergoes insolvency proceedings, (iii) tries to
assign the agreement, or (iv) fails to remedy a breach of a material provision of the agreement
within 30 days of notice of such breach. PA may terminate the agreement if Software fails to
remedy a material breach of the agreement within 60 days of notice to do so.
(e)

OEM Agreement (dated November 2015 as amended September 2017): Under the 2015
OEM Agreement, the Commercial Agreements Parties set out the terms on which PA is entitled
to use and sub-license WWSP, SimSci and Citect software (and related maintenance services),
as well as development obligations for Software in respect of those products, including a
requirement for Software to allocate a minimum budget to such developments as PA may
require $3 million for the first contract year and 50 per cent of the annual licence fee payable
in the preceding contract year for subsequent contract years. The initial duration of the
agreement is five years, after which it automatically renews for successive five year terms
unless either of the Commercial Agreements Parties choose to terminate the arrangement
(which may be done by giving two years’ notice prior to the expiry of any five year term). The
licence fee for the first contract year is $5.5 million and for subsequent contract years shall be
calculated as follows:
•

if the number of sub-licences of the software products PA has granted in the preceding
contract year is no more or less than 20 per cent of the number of sub-licences granted
in the 12 months preceding the date of the agreement or as updated in accordance with
sub-paragraph 3 below (the “Baseline Licence Volume”), then the licence fee shall
remain $5.5 million or as updated in accordance with sub-paragraph 3 (the “Baseline
Licence Fee”);

•

if the number of sub-licences of the software products PA has granted in the preceding
year is greater than 20 per cent more or less than the Baseline Licence Volume, then the
licence fee shall be calculated as follows:
Licence Fee = [(N x LP x D) + Baseline Licence Fee)] / 2
where:
N = the number of new sub-licences of software products granted by PA in the preceding
year, excluding renewals of sub-licences;
LP = the then-current list price for the software products in respect of which the new
sub-licences were granted (which is contained in schedule 4 to the agreement); and
D = 50%; and

•

where sub-paragraph 2 above applies, the Baseline Licence Volume and Baseline
Licence Fee shall be updated to reflect the actual number of sub-licences granted in the
preceding contract year and the Baseline Licence Fee shall be updated to reflect the
Licence Fee calculated in bullet point 2 above and such figures shall be used for the
following contract year.

A separate maintenance fee of nine per cent of the licence fee is also payable.
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The OEM Agreement also contains restrictions on the parties to which Software may license
the software products, in particular that (except where such arrangements already exist)
Software may not grant a licence to any third party offering, distributing or manufacturing a
distributed control system or programmable logic controllers.
(f)

OEM Agreement (dated September 2017): Under the 2017 OEM Agreement, the
Commercial Agreements Parties set out the terms on which PA is entitled to use and sublicense certain software (and related maintenance services), as well as development obligations
for Software in respect of those products. The initial duration of the agreement is five years,
after which it automatically renews for successive five year terms unless either of the
Commercial Agreements Parties choose to terminate the arrangement (which may be done by
giving two years’ notice prior to the expiry of any five year term). The licence fee for each
contract year is the list price for the applicable software (as set out in the OEM Agreement)
minus a 50 per cent discount. The exceptions to this are:
•

Eco Buildings: EcoStruxureTM Power SCADA Operation, for which PA may integrate
certain specified products at no charge;

•

Energy BU: Advanced Distribution Management System (ADMS), for which there is a
one-time licence fee of US$2.3 million to license the certain specified products until 31
December 2018 (after which the licence fee is the list price for the applicable software
(set out in the OEM Agreement) minus a 50 per cent discount;

•

Energy BU: Advanced Distribution Management System (ADMS), for which the scope
of licence can only be used in the segment of the electric power industry that covers the
generation, transmission and distribution of electricity for the purpose of power control,
energy management, distribution management, outage management, or demand
response management; and

•

Energy BU: Advanced Gas Management System (AGMS), for which related products
will follow restrictions set out in that specific intellectual property licence agreement.

A separate maintenance fee of 9 per cent of the licence fee is also payable for the first contract
year and for each subsequent contract year, 9 per cent of the licence fee plus 60 per cent of the
total maintenance fee for the prior contract year.
For software products integrated within Eco Buildings: EcoStruxureTM Power SCADA
Operation, the annual maintenance fee is US$40,000.
For software products integrated within the Energy BU: Advanced Distribution Management
System (ADMS), the annual maintenance fee is CAD $983,000 for the first two contract years,
after which the maintenance fee calculation will revert back to the calculation stated above.
(g)

Multi-Use Agreement: Under the Multi-Use Agreement, the Commercial Agreements Parties
set out the terms on which each agrees to license to the other certain software owned by that
party, solely for internal testing purposes (including, in the case of PA, the ability to embed the
software licensed by Software within PA’s FLEX engineering tools solution) (PA licenses
Foxboro CP and Triconex MP control code and Analytics/Machine Learning Modules, and
Software licenses DYNSIM, TRISIM and FSIM software (or equivalent) and OEM WW
Historian Svr 2017 enterprise 10,000 Tag (or equivalent)). The licences granted by each party
are worldwide, non-exclusive and royalty-free. Each party must provide updates to the licensed
software at no additional cost to the other party. The agreement has an initial term of five years
from the contract date. The agreement then automatically renews for further five year periods,
unless terminated by either party (i) on two years’ notice in advance of the end of any five year
period, or (ii) immediately for a material breach that has not been remedied within 90 days, or
(iii) immediately for insolvency by the other party.
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(h)

Volume Pricing Agreement: Under the Volume Pricing Agreement, the Commercial
Agreements Parties set out the terms on which PA will be able to purchase licences for existing
Software products (including Avantis, SimSci and Wonderware) solely for use internally at
PA’s site. PA shall receive a minimum of a 40 per cent discount off the then-current Software
standard price list. PA may also purchase support services for the Software products. The fee
charged for the support services is 18 per cent of the then-current list price of the product minus
a 20 per cent discount as a minimum. PA may also purchase consulting services for the
Software products. PA will receive a 20 per cent discount of the then-current services rate card.
The Volume Pricing Agreement shall continue until terminated by either party.

(i)

Intellectual Property Licence Agreement: Under the Intellectual Property Licence
Agreement, Software shall licence to PA and the other entities specified in the agreement on an
irrevocable, perpetual and non-exclusive basis the relevant Software intellectual property
(including the source code of a number of next generation OASyS modules) in the field of the
electrical and power industry and gas transmission and distribution industry for the purpose of
integrating the Software intellectual property as part of the SCADA-based solution. PA shall
pay to Software CAD$2.6 million in consideration.

(j)

ClearSCADA OEM Agreement: The ClearSCADA OEM Agreement, entered into in
September 2017, sets out the terms on which PA is entitled to use and sub-license the software
platform, currently named “ClearSCADA” and also sets out the related maintenance services
as well as development obligations for Software in respect of ClearSCADA, including a
requirement for Software to allocate a minimum budget to such developments as PA may
require of US$650,000, which may increase or decrease proportionally to the licence fee for
the then-current contract year compared to the prior contract year. The initial duration of the
agreement is five years, after which it automatically renews for successive five year terms
unless either of the Commercial Agreements Parties choose to terminate the arrangement
(which may be done by giving two years’ notice prior to the expiry of any five year term). The
licence fee for the first contract year is US$6.4 million and for subsequent contract years shall
be calculated as follows:
(i)

if the number of sub-licences of ClearSCADA PA has granted in the preceding contract
year is no more or less than 20 per cent of the number of sub-licences granted in the 12
months preceding the date of the agreement or as updated in accordance with subparagraph (iii) below (the “Baseline Licence Volume”), then the licence fee shall
remain $6.4 million or as updated in accordance with sub-paragraph (iii) (the “Baseline
Licence Fee”);

(ii)

if the number of sub-licences of ClearSCADA PA has granted in the preceding year is
greater than 20 per cent more or less than the Baseline Licence Volume, then the licence
fee shall be calculated as follows:
Licence Fee = [(N x LP x D) + Baseline Licence Fee]/2
where:
N = the number of new sub-licences of ClearSCADA granted by PA in the preceding
year, excluding renewal of sub-licences;
LP = the then-current list price for ClearSCADA in respect of which the new
sub-licences were granted (which is contained in the ClearSCADA OEM Agreement);
and
D = a percentage to be agreed upon by the Commercial Agreements Parties within
30 days after the effective date (4 September 2017); and

(iii)

where sub-paragraph (ii) above applies, the Baseline Licence Volume and Baseline
Licence Fee shall be updated to reflect the actual number of sub-licences granted in the
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preceding contract year and the Baseline Licence Fee shall be updated to reflect the
licence fee calculated in sub-paragraph (ii) above and such figures shall be used for the
following contract year.
A separate maintenance fee is also payable, which is a percentage of the licence fee. The exact
percentage is to be agreed by the Commercial Agreements Parties within 30 days after the
effective date (15 June 2017).
13.2.2 Transitional Services Agreement
See paragraph 13.1.5 of Part XIII (Additional Information) of this document.
14.

Details of any property/fixed assets
There is no existing or planned tangible fixed asset which is material to either the AVEVA Group or
the Schneider Electric Software Business (other than in respect of infrastructure and equipment for
the Schneider Electric Software Business, further detail of which is set out in Part VIII (Historical
Combined Financial Information of the Schneider Electric Software Business). Each of the AVEVA
Group and the Schneider Electric Software Business is not aware of any environmental issues that
may affect the AVEVA Group’s or the Schneider Electric Software Business’ (respectively) utilisation
of tangible fixed assets.

15.

Related party transactions

15.1 Save as described in the AVEVA Group’s audited consolidated historical financial information for the
three financial years ended 31 March 2015, 31 March 2016 and 31 March 2017, incorporated by
reference in Part VI (Historical Financial Information of the AVEVA Group) of this document, there
are no related party transactions between the Company or members of the AVEVA Group that were
entered into during the financial years ended 31 March 2015, 31 March 2016 and 31 March 2017, or
during the period from and including 31 March 2017 to and including the Latest Practicable Date
other than the Relationship Agreement described in paragraph 3.7 of Part XII (Directors, Proposed
Directors and Corporate Governance) of this document.
15.2 Save as described in the audited consolidated historical combined financial information of the
Schneider Electric Software Business for the financial years ended 31 March 2015, 31 March 2016
and 31 March 2017, there are no related party transactions entered into by the Schneider Electric
Software Business during the financial years ended 31 March 2015, 31 March 2016 and 31 March
2017 or during the period from and including 31 March 2017 to and including the Latest Practicable
Date, other than those described in paragraph 13.2 of this Part XIII (Additional Information) above.
16.

Working capital

16.1 AVEVA is of the opinion that the working capital available to the Enlarged Group is sufficient for its
present requirements, that is, for at least the next 12 months from the date of publication of this
document, on the assumption that the authority sought pursuant to Resolution 4 will be used in full in
the maximum amount allowed.
16.2 AVEVA is of the opinion that the working capital available to the Enlarged Group is sufficient for its
present requirements, that is, for at least the next 12 months from the date of publication of this
document.
17.

No significant change

17.1 There has been no significant change in the trading or financial position of the AVEVA Group since
31 March 2017 (the date to which the last audited financial information of the AVEVA Group was
prepared).
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17.2 There has been no significant change in the trading or financial position of the Schneider Electric
Software Business since 31 March 2017 (the date to which the last audited financial information of
the Schneider Electric Software Business was prepared).
18.

Consents

18.1 Lazard, which is authorised and regulated in the UK by the Financial Conduct Authority, has given
and has not withdrawn its written consent to the issue of this document with the inclusion herein of
the references to its name and its advice to the Board in the form and context in which they appear.
18.2 Numis, which is authorised and regulated in the UK by the Financial Conduct Authority, has given
and has not withdrawn its written consent to the issue of this document with the inclusion herein of
the references to its name in the form and context in which it appears.
18.3 Ernst &Young Audit has given and not withdrawn its written consent to the inclusion in this document
of its report on the historical combined financial information of the Schneider Electric Software
Business set out in Section A of Part VIII (Historical Combined Financial Information of the
Schneider Electric Software Business) of this document, in the form and context in which they are
included, and has authorised the contents of those reports for the purposes of item 5.5.3R(2)(f) of the
Prospectus Rules.
18.4 Ernst & Young LLP has given and not withdrawn its written consent to the inclusion in this document
of its report on the pro forma financial information set out in Part IX (Unaudited Pro Forma Financial
Information) of this document, in the form and context in which it is included, and has authorised the
contents of this report for the purposes of item 5.5.3R(2)(f) of the Prospectus Rules.
19.

Dilution of Ordinary Share capital

Upon Completion, Existing Shareholders will own 40 per cent (on a Fully Diluted Basis) of the Enlarged
Group. As a result of the Combination, Existing Shareholders and participants in the AVEVA Share Plans
will experience a dilution of approximately 60 per cent.
20.

Dividends

There are no arrangements under which future dividends are waived or agreed to be waived, save that: (a)
under the terms of the Merger Agreement, AVEVA has agreed that it shall not, between the date of the
Merger Agreement and Completion, pay or recommend or declare payment of a dividend or other
distribution (whether in cash, stock or in kind) or enter into an agreement to do so, other than in respect of
the Return of Value; and (b) under the terms of the EBT, the trustees of the EBT shall unless the Company
otherwise directs, waive dividends on shares in respect of which no beneficial interest has been vested in any
beneficiary.
21.

Miscellaneous

21.1 The expenses of and costs to the Company incidental to Combination and Admission are estimated to
amount to approximately £20.7 million (excluding VAT).
21.2 The annual accounts of AVEVA for the three financial years ended 31 March 2017, 31 March 2016
and 31 March 2015 have been audited by Ernst & Young LLP, of 1 More London Place, London
SE1 2AF, which is registered to carry out audit work by the Institute of Chartered Accountants in
England and Wales.
21.3 The historical combined financial information of the Schneider Electric Software Business for the
three financial years ended 31 March 2017, 31 March 2016 and 31 March 2015 has been reported on
by Ernst & Young Audit, in accordance with Standards for Investment Reporting issued by the
Auditing Practices Board in the United Kingdom.
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21.4 The Ordinary Shares are admitted to the premium listing segment of the Official List. As the
Combination is classified as a reverse takeover under the Listing Rules, upon Completion, the listing
on the premium listing segment of the Official List of all of the existing Ordinary Shares will be
cancelled, and application will be made for the immediate re-admission of those Ordinary Shares and
the admission of the Consideration Shares to the premium listing segment of the Official List and to
trading on the London Stock Exchange’s main market for listed securities. It is expected that
Admission will become effective, and that dealings in the Ordinary Shares and the Consideration
Shares will commence at 8.00 a.m. on the day of Completion.
21.5 The Company’s registrar and paying agent for the payment of dividends is Capita Asset Services of
The Registry, 34 Beckenham Road, Beckenham, Kent BR3 4TU.
21.6 Save for the Merger Agreement, Relationship Agreement, Commercial Agreements and those
ancillary agreements entered in connection therewith and save as stated in paragraph 6.4 of this
Part XIII (Additional Information), no agreement, arrangement or understanding (including any
compensation arrangement) exists between Schneider Electric or any person acting in concert with
Schneider Electric and any of the Directors, recent directors, Shareholders or recent shareholders in
the Company having any connection with or dependence upon the proposals set out in this document.
21.7 There is no agreement, arrangement or understanding whereby the beneficial ownership of any of the
Ordinary Shares to be received by Schneider Electric Group will be transferred to any other person.
22.

Documents available for inspection

Copies of the following documents will be published on the Company’s website at http://www.aveva.com
and will be available for inspection during usual business hours on any weekday (Saturdays, Sundays and
public holidays excepted) from the date of this document until Admission at the offices of Ashurst LLP,
Broadwalk House, 5 Appold Street, London EC2A 2HA and at the place of the General Meeting for
15 minutes prior to the meeting and during the meeting:
22.1 the existing Articles and the Articles as proposed to be amended at the General Meeting;
22.2 the annual report and accounts of the AVEVA Group in respect of the years ended 31 March 2015,
31 March 2016 and 31 March 2017;
22.3 the audited consolidated accounts of Schneider Electric in respect of the years ended 31 December
2015 and 31 December 2016 and the interim results of Schneider Electric for the six months ended
30 June 2017;
22.4 the report by Ernst & Young Audit on the historical combined financial information of the Schneider
Electric Software Business set out in Section A of Part VIII (Historical Combined Financial
Information of the Schneider Electric Software Business) of this document;
22.5 the report by Ernst & Young LLP on the unaudited pro forma financial information set out in
Part IX (Unaudited Pro Forma Financial Information) of this document;
22.6 the consent letters referred to in paragraph 18 of this Part XIII (Additional Information);
22.7 the Merger Agreement;
22.8 the Transitional Services Agreement;
22.9 this document; and
22.10 the Form of Proxy.
5 September 2017
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PART XIV
DEFINITIONS
The following definitions apply in this prospectus unless the context otherwise requires:
“Adjusted Earnings Per Share”

profit after tax adjusted to exclude amortisation of intangibles
(excluding other software), share-based payments, adjustment to
goodwill, the gain/loss on the fair value of forward foreign
exchange contracts and exceptional items (which is adjusted for the
tax effect of these items);

“Adjusted EBITA” or “EBITA
adjusted”

operating profit before amortisation of identifiable intangible assets,
goodwill impairment, restructuring costs and other operating
income and expenses;

“Adjusted profit before tax”

profit before tax adjusted to exclude amortisation of intangibles
(excluding other software), share-based payments, adjustment to
goodwill, the gain/loss on the fair value of forward foreign
exchange contracts and exceptional items;

“Admission”

(i)

Combination Admission; and

(ii)

Re-Admission,

which will occur simultaneously if completion of the Merger
Agreement takes place;
“Admission and Disclosure
Standards”

the requirements contained in the publication “Admission and
Disclosure Standards” dated April 2013 containing, among other
things, the admission requirements to be observed by companies
seeking admission to trading on the London Stock Exchange’s main
market for listed securities;

“AEC”

architecture, engineering and construction;

“Annual General Meeting”

the annual general meeting of the Company held on 7 July 2017;

“AI”

artificial intelligence;

“Announcement”

the announcement made on 5 September 2017 by the Company in
relation to the matters set out in this document;

“Articles”

the articles of association of the Company from time to time;

“Associates”

when used in relation to the Relationship Agreement, has the
meaning given in the Listing Rules;

“Audit Committee”

the audit committee of the Company established by the Board;

“AVEVA” or “Company”

AVEVA Group plc, a company incorporated and registered in
England and Wales with registered number 2937296 with its
registered office at High Cross, Madingley Road, Cambridge
CB3 0HB;

“AVEVA Group”

AVEVA and its subsidiary undertakings from time to time;

“AVEVA Group LTIP 2012”

the AVEVA Group Long Term Incentive Plan (as amended on
16 May 2012);
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“AVEVA Group LTIP 2014”

the AVEVA Group Long Term Incentive Plan 2014 (as amended on
7 July 2017 and 24 July 2017);

“AVEVA Group RSP”

the AVEVA Group Senior Employee Restricted Share Plan 2015 (as
amended on 7 July 2017 and 24 July 2017);

“AVEVA Group Deferred
Share Scheme”

the AVEVA Group Management Bonus Deferred Share Scheme
2008 (as amended on 7 July 2017 and 24 July 2017);

“AVEVA Share Plans”

the AVEVA Group LTIP 2012, the AVEVA Group LTIP 2014, the
AVEVA Group RSP and the AVEVA Group Deferred Share
Scheme;

“B Shares”

mandatorily redeemable shares in the capital of the Company
carrying the rights and restrictions set out in Section B of Part XI
(The Return of Value) of this document;

“B Share Scheme”

the proposed transactions comprising the return of cash by way of
the allotment of B Shares to be mandatorily redeemed in
accordance with Part XI (The Return of Value) of this document;

“Board”

the board of Directors from time to time;

“Business Day”

a day on which the London Stock Exchange is open for business;

“CFIUS”

the Committee on Foreign Investments in the United States;

“Closing Date”

the date of Completion;

“Combination”

the proposed acquisition by AVEVA Group plc and/or its
subsidiaries of the Schneider Electric Software Business pursuant to
the Merger Agreement and certain related agreements;

“Combination Admission”

the admission of the Consideration Shares to the premium listing
segment of the Official List becoming effective in accordance with
the Listing Rules and to trading on the London Stock Exchange’s
main market for listed securities becoming effective in accordance
with the Admission and Disclosure Standards;

“Combination Resolutions”

Resolutions 1, 2, 3 and 4 to be proposed at the General Meeting
which are set out in the notice of General Meeting set out at the end
of this document, which must be passed by Shareholders in order
for the Combination and the Return of Value to proceed;

“Commercial Agreements”

the agreements described in paragraph 13.2.1
Part XIII (Additional Information) of this document;

“Commercial Agreements Parties”

the applicable entity within the Schneider Electric Software
Business and the applicable entity within the Schneider Electric
Group which have entered into the Commercial Agreements;

“Companies Act” or the “Act”

the UK Companies Act 2006, as amended;

“Completion”

completion of the Combination in accordance with the terms of the
Merger Agreement;

“Consideration Shares”

such number of Ordinary Shares as shall provide the Schneider
Electric Group with a holding of 60 per cent (on a Fully Diluted
Basis) of the Enlarged Group on Completion, to be issued pursuant
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of

to the Merger Agreement in part consideration for the contribution
of the Schneider Electric Software Business and as to the remainder
in consideration for the cash subscription by the Schneider Electric
Group of £550 million;
“CREST”

the system for the paperless settlement of trades in securities and
the holding of uncertificated securities operated by Euroclear in
accordance with the CREST Regulations;

“CREST Manual”

the rules governing the operation of CREST, consisting of the
CREST Reference Manual, CREST International Manual, CREST
Central Counterparty Service Manual, CREST Rules; Registrars
Service Standards, Settlement Discipline Rules, CCSS Operations
Manual, Daily Timetable, CREST Application Procedure and
CREST Glossary of Terms (all as defined in the CREST Glossary
of Terms promulgated by Euroclear on 15 July 1996 and as
amended since);

“CREST Regulations”

the UK Uncertificated Securities Regulations 2001 (as amended);

“Daily Official List”

the daily record setting out the prices of all trades in shares and
other securities conducted on the London Stock Exchange;

“Digital Asset”

digital representation of a physical asset;

“Directors”

the directors of AVEVA as at the date of this document and
“Director” means any one of them;

“Disclosure Guidance and
Transparency Rules”

the disclosure guidance and transparency rules of the UK Listing
Authority made pursuant to Part VI of FSMA;

“DSS”

the AVEVA Group Deferred Share Scheme;

“EBITA”

operating profit before amortisation and impairment of identifiable
intangible assets and before goodwill impairment;

“EBT”

the AVEVA Group Employee Benefit Trust 2008;

“EMEA”

Europe, the Middle East and Africa;

“Enlarged Group”

the AVEVA Group as enlarged by the Combination;

“Enlarged Share Capital”

the issued ordinary share capital of the Company following the
Combination;

“EPCs”

engineering contractors;

“EU”

the European Union;

“Euro”

the currency introduced at the start of the third stage of European
Economic and Monetary Union pursuant to the Treaty establishing
the European Union, as amended from time to time;

“Euroclear”

Euroclear UK & Ireland Limited;

“Executive Directors”

the executive directors of the Company from time to time, which at
the date of this document are James Kidd and David Ward;

“Existing Shareholders”

the holders of Ordinary Shares;

“Facility”

the new revolving multicurrency credit facility of up to £100 million
to be made available to the AVEVA Group as described in
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paragraph 13.1.6 of Part XIII (Additional Information) of this
document;
“Facility Agreement”

the English law governed multicurrency revolving credit agreement
dated 5 September 2017 between, amongst others, the Lenders as
original lenders and Barclays Bank PLC as agent;

“Financial Conduct Authority”
or “FCA”

the Financial Conduct Authority of the UK;

“Form of Proxy”

the form of proxy which accompanies this document for use at the
General Meeting;

“FSMA”

the Financial Services and Markets Act 2000, as amended;

“FTE”

full time equivalent;

“Fully Diluted Basis”

as summarised in Note (1) under the section entitled “Combination
Statistics” of this document;

“FY”

financial year;

“FY17 Final Dividend”

the final dividend for the financial year ended 31 March 2017 paid
to Shareholders on 4 August 2017;

“General Meeting”

the general meeting of the Company to be held at 9.00 a.m. on
29 September 2017 or any adjournment thereof, to consider and, if
thought fit, to approve the Resolutions notice of which is set out at
the end of this document;

“IAS”

International Accounting Standard;

“IFRS”

International Financial Reporting Standards as adopted by the
European Union;

“Indusoft”

Indusoft, Inc.;

“Invensys Business”

the business comprising the software assets of Invensys Limited
(formerly Invensys plc) which were acquired by Schneider Electric
in January 2014, and which currently form part of the Schneider
Electric Software Business;

“ISIN”

International Securities Identification Number;

“KPI”

key performance indicator;

“Latest Practicable Date”

4 September 2017, being the latest practicable date prior to the
publication of this document;

“Lazard”

Lazard & Co., Limited;

“Lenders”

Barclays Bank PLC and Santander UK plc;

“Listing Rules”

the Listing Rules of the UK Listing Authority made pursuant to
Part VI of FSMA;

“LOBs”

lines of business;

“London Stock Exchange” or
“LSE”

the London Stock Exchange plc;

“Long Stop Date”

the long stop date for Completion, being 1 May 2018;
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“LTIP”

the AVEVA Group LTIP 2014;

“Merger Agreement”

the conditional agreement dated 5 September 2017 and made
between AVEVA and Schneider Electric, a summary of the
principal terms and conditions of which is set out in Part II (Details
of the Combination) of this document;

“New Incentive Arrangements”

the agreements with James Kidd and David Ward, described in
paragraph 6.4 of Part XIII (Additional Information) of this
document;

“Nomination Committee”

the nomination committee of the Company established by the
Board;

“Non-Executive Directors”

the non-executive directors of the Company from time to time,
which at the date of this document are Philip Aiken, Jennifer
Allerton, Christopher Humphrey and Ron Mobed;

“Numis”

Numis Securities Limited;

“OEM”

Original Equipment Manufacturer;

“Official List”

the official list maintained by the UK Listing Authority;

“Ordinary Shares”

ordinary shares of 35⁄9 pence each in the capital of the Company;

“Overseas Shareholders”

Shareholders who are not resident in the United Kingdom or who
are citizens, residents or nationals of a country other than the
United Kingdom or who have a registered address which is not in
the United Kingdom. For the avoidance of doubt, Shareholders who
are not resident in the United Kingdom include Shareholders who
are resident in the Channel Islands or the Isle of Man;

“Payment Date”

such date as the Directors in their absolute discretion may
determine, being the date on which cash is expected to be sent to
Shareholders under the Return of Value;

“Pre-Closing Reorganisation”

the reorganisation of the Schneider Electric Group in order to
transfer Schneider Electric Software Business (including all its
assets and liabilities) from the Schneider Electric Group companies
currently conducting that business to separate entities that will be
contributed to AVEVA Group plc as part of the Combination;

“Proposed Directors”

Emmanuel Babeau and Peter Herweck;

“Prospectus”

this prospectus as approved by the FCA as a prospectus;

“Prospectus Directive”

Directive 2003/71/EC (as amended) of the European Parliament and
Council on the prospectus to be published when securities are
offered to the public or admitted to trading and the trading;

“Prospectus Directive Regulation”

the Prospectus Directive Regulation (No. 2004/809/EC), as
amended;

“Prospectus Rules”

the prospectus rules made by the UK Listing Authority pursuant to
section 73A of FSMA;

“Re-Admission”

the re-admission of the Ordinary Shares to the premium listing
segment of the Official List becoming effective in accordance with
the Listing Rules and to trading on the London Stock Exchange’s
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main market for listed securities becoming effective in accordance
with the Admission and Disclosure Standards;
“Record Date”

the record date for the Return of Value, being such date as the
Directors, in their absolute discretion, shall determine, expected to
occur on the last Business Day prior to the expected date of
Completion;

“Record Time”

6.00 p.m. on the Record Date;

“Redemption Time”

as soon as possible following, but on the same date (being the
Closing Date) as, the issuance of the B Shares;

“Registrar of Companies”

the Registrar of Companies in England and Wales;

“Registrars” or “Capita”

Capita Asset Services, a division of Capita plc and its subsidiaries,
of The Registry, 34 Beckenham Road, Beckenham Kent BR3 4TU,
being the Company’s registrar;

“Relationship Agreement”

the relationship agreement to be entered into between the Company
and Schneider Electric on Completion;

“Remuneration Committee”

the remuneration committee of the Company established by the
Board;

“Remuneration Policy”

the remuneration policy of the Company adopted in accordance
with section 439A of the Companies Act from time to time;

“Resolutions”

the resolutions to be proposed at the General Meeting which are set
out in the notice of General Meeting at the end of this document;

“Return of Value”

the proposed return of cash as described in Part XI (The Return of
Value) of this document;

“RIS” or “Regulatory
Information Service”

a regulatory information service as defined in the Listing Rules;

“Risk Factors”

the risk factors set out on pages 18 to 39 of this document;

“ROV Entitlement”

the entitlement of Shareholders to receive one B Share for each
Ordinary Share held at the Record Time and, where the context
requires, the aggregate entitlement of a Shareholder to receive
B Shares;

“RSP”

the AVEVA Group RSP;

“Rule 9 Waiver”

the proposed waiver by the Takeover Panel of the obligation of
Schneider Electric to make a general offer under Rule 9 of the
Takeover Code, which would otherwise arise as a consequence of
the Combination, granted by the Takeover Panel conditional upon
the approval by the Shareholders by the passing of Resolution 2 in
the notice of General Meeting at the end of this document;

“Schneider Electric”

Schneider Electric SE, a European Company domiciled in France;

“Schneider Electric Director(s)”

the non-executive director(s) nominated for appointment to the
Board by Schneider Electric;

“Schneider Electric Group”

Schneider Electric and its subsidiary undertakings from time to
time;
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“Schneider Electric Software
Business”

selected industrial software businesses carried on by subsidiaries of
Schneider Electric;

“SDRT”

Stamp Duty Reserve Tax;

“SEC”

the US Securities and Exchange Commission;

“Securities Act”

the US Securities Act of 1933, as amended;

“SEDOL”

Stock Exchange Daily Official List;

“Senior Management”

Dave Wheeldon and Steen Lomholt-Thomsen;

“Shareholder”

a holder of Ordinary Shares and, where the context so requires, a
holder of B Shares;

“Sponsor’s Agreement”

the sponsor’s agreement between the Company and Numis dated
5 September 2017, a summary of the principal terms and conditions
of which is set out in paragraph 13.1.2 of Part XIII (Additional
Information) of this document;

“sterling” or “pounds sterling”

the lawful currency of the United Kingdom;

“subsidiary”

has the meaning given in section 1159 of the Companies Act;

“subsidiary undertaking”

has the meaning given in section 1162 of the Companies Act;

“Takeover Code”

the UK City Code on Takeovers and Mergers;

“Takeover Panel”

the Panel on Takeovers and Mergers;

“Transitional Services Agreement”

the transitional services agreement to be entered into on or before
Completion between AVEVA and Schneider Electric Industries
SAS, a summary of the principal terms and conditions of which is
set out in paragraph 13.1.5 of Part XIII (Additional Information) of
this document;

“UK Corporate Governance Code”

the UK Corporate Governance Code as published by the Financial
Reporting Council in the UK;

“UK” or “United Kingdom”

the United Kingdom of Great Britain and Northern Ireland;

“UK Listing Authority” or
“UKLA”

the Financial Conduct Authority when exercising functions under
Part VI of FSMA;

“Unaudited Pro Forma
Financial Information”

has the meaning given to it in Section A of Part IX (Unaudited Pro
Forma Financial Information of the Enlarged Group) of this
document;

“uncertificated” or “in
uncertificated form”

in relation to a share or other recorded security, a share or other
security title to which is recorded on the relevant register as being
held in uncertificated form (that is in CREST) and title to which
may be transferred by means of CREST;

“United States”, “USA” or “US”

the United States of America, its territories and possessions, any
state of the United States of America and the district of
Columbia; and

“VAT”

value added tax.
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PART XV
DOCUMENTS INCORPORATED BY REFERENCE
The following documentation, which was sent to Shareholders at the relevant time and/or is available for
inspection in accordance with paragraph 22 of Part XIII (Additional Information) of this document, contains
information which is relevant to the Combination:
Page numbers in
such documents

Document

Section

Financial statements for the year
ended 31 March 2015 and
independent audit report thereon

Chairman’s statement
Our markets
Strategy review
Key performance indicators
Principal risks and uncertainties
Finance review
Independent auditor’s report
Consolidated income statement
Consolidated statement of comprehensive
income
Consolidated balance sheet
Consolidated statement of changes in
shareholders’ equity
Consolidated cash flow statement
Notes to the consolidated financial statements
Company balance sheet
Notes to the Company financial statements

Financial statements for the year
ended 31 March 2016 and
independent audit report thereon

Chairman’s statement
Market review
Key performance indicators
Finance review
Principal risks and uncertainties
Independent auditor’s report
Consolidated income statement
Consolidated statement of comprehensive
income
Consolidated balance sheet
Consolidated statement of changes in
shareholders’ equity
Consolidated cash flow statement
Notes to the consolidated financial statements
Company balance sheet
Notes to the Company financial statements
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4 to 5
10 to 13
14 to 15
21
22 to 23
24 to 29
65 to 68
69
70
71
72
73
74 to 99
100
101 to 104
4 to 5
8 to 9
23
28 to 32
33 to 35
69 to 73
74
75
76
77
78
79 to 102
103
105 to 107

Page numbers in
such documents

Document

Section

Financial statements for the year
ended 31 March 2017 and
independent audit report thereon

Chairman’s statement
Our markets
Strategy review
Key performance indicators
Finance review
Principal risks and uncertainties
Independent auditor’s report
Consolidated income statement
Consolidated statement of comprehensive
income
Consolidated balance sheet
Consolidated statement of changes in
shareholders’ equity
Consolidated cash flow statement
Notes to the consolidated financial statements
Company balance sheet
Notes to the Company financial statements

Schneider Electric consolidated
financial statements for the year
ended 31 December 2015 and
the statutory auditors’ report
thereon

Schneider Electric consolidated
financial statements for the year
ended 31 December 2016 and
the statutory auditors’ report
thereon

Schneider Electric financial
information for the six months
ended 30 June 2017

Consolidated statements of income and
other comprehensive income
Consolidated statement of cash flows
Consolidated balance sheet
Consolidated statement of changes in equity
Notes to the consolidated financial statements
Review of the consolidated financial statements
Outlook
Statutory auditors’ report on consolidated
financial statements
Consolidated statements of income and
other comprehensive income
Consolidated statement of cash flows
Consolidated balance sheet
Consolidated statement of changes in equity
Notes to the consolidated financial statements
Review of the consolidated financial statements
Outlook
Statutory auditors’ report on consolidated
financial statements
Condensed consolidated financial statements
Notes to the consolidated financial statements
Statutory auditors’ review report on the
six-month period financial information

10 to 11
12 to 13
14 to 20
21
24 to 28
29 to 31
72 to 76
77
78
79
80
81
82 to 106
107
109 to 111
2 to 3
4 to 5
6 to 7
8
9 to 65
66 to 71
71
72 to 73
2 to 3
4
5 to 6
7
8 to 61
62 to 66
67
68 to 69
3 to 8
9 to 21
32

Copies of the documents which are incorporated by reference in this document are available in “read-only”
format and can be printed from (i) the Company’s website at the following address: http://www.aveva.com
and (ii) Schneider Electric’s website at the following address: http://www.schneider-electric.com/ww/en/.
The documents are also available as provided in paragraph 22 of Part XIII (Additional Information) of this
document.
Information that is itself incorporated by reference in the above documents is not incorporated by reference
into this document. It should be noted that, except as set forth above, no other portion of the above
documents are incorporated by reference into this document.
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Any statement contained in a document which is deemed to be incorporated by reference herein shall be
deemed to be modified or superseded for the purpose of this document to the extent that a statement
contained herein (or in a later document which is incorporated by reference herein) modifies or supersedes
such earlier statement (whether expressly, by implication or otherwise). Any statement so modified or
superseded for the purpose of this document shall not be deemed, except as so modified or superseded, to
constitute a part of this document.
Any information in the documents incorporated by reference which is not incorporated in and does not form
part of this document is not relevant for investors or is contained elsewhere in the Prospectus.
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NOTICE OF GENERAL MEETING
AVEVA GROUP PLC
(Registered in England and Wales under No.02937296)
NOTICE IS HEREBY GIVEN that a General Meeting of AVEVA Group plc (the “Company”) will be
held at Ashurst LLP, Broadwalk House, 5 Appold Street, London EC2A 2HA at 9.00 a.m. on 29 September
2017 for the purposes of considering and, if thought fit, passing the following resolutions. It is intended to
propose Resolutions 3, 4 and 6 as special resolutions. All other resolutions will be proposed as ordinary
resolutions. Resolution 2 will be taken on a poll on which only shareholders who are considered independent
for the purposes of Rule 9 of the City Code on Takeovers and Mergers are entitled to vote.
1.

THAT the proposed combination with the Schneider Electric Software Business as described in the
combined circular and prospectus to shareholders of the Company dated 5 September 2017 of which
this Notice of General Meeting forms part, a copy of which has been produced to the meeting and
initialled by the Chairman of the meeting for the purposes of identification only (the “Combined
Circular and Prospectus”), on the terms and subject to the conditions of the Merger Agreement (as
defined in the Combined Circular and Prospectus) and the associated and ancillary arrangements
contemplated by the Merger Agreement, be approved, and the directors of the Company (the
“Directors”) be authorised to take all such steps as may be necessary, expedient or desirable in
relation thereto and to carry the same into effect with such modifications, variations, revisions,
waivers or amendments (providing such modifications, variations, revisions, waivers or amendments
do not materially change the terms of the proposed acquisition for the purposes of UK Listing
Authority’s Listing Rule 10.5.2) to such agreements or any documents relating thereto as they shall
deem necessary, expedient or desirable.

2.

THAT, subject to and conditional upon the passing of Resolutions 1, 3 and 4, the waiver by the Panel
on Takeovers and Mergers of any requirement under Rule 9 of the City Code on Takeovers and
Mergers for Schneider Electric SE and/or any of its subsidiary undertakings and/or any person acting
in concert with any of them (“Schneider Electric”) to make a general offer to shareholders of the
Company as a result of obtaining ordinary shares in the capital of the Company issued pursuant to the
Merger Agreement in excess of 50 per cent of the enlarged ordinary share capital of the Company as
described in the Combined Circular and Prospectus be approved.

3.

THAT, (1) subject to and conditional upon the passing of Resolutions 1, 2 and 4 and in addition and
without prejudice to all existing authorities for the purposes of section 551 of the Companies Act 2006
(the “Act”), the Directors be generally and unconditionally authorised for the purposes of section 551
of the Act, to exercise all the powers of the Company to allot shares and grant rights to subscribe for,
or convert any security into, shares up to an aggregate nominal amount (within the meaning of
section 551(3) and (6) of the Act) of £8,000,000, such authorisation to expire on 31 December 2018,
(save that the Company may before such expiry make any offer or agreement which would or might
require shares to be allotted or rights to be granted after such expiry and the Directors may allot
shares, or grant rights to subscribe for or to convert any security into shares, in pursuance of any such
offer or agreement as if the authorisation conferred hereby had not expired); (2) the Directors be given
power pursuant to section 570(1) of the Act to allot equity securities (as defined in section 560 of the
Act) of the Company for cash pursuant to the authorisation conferred by this resolution as if
section 561 of the Act did not apply to any such allotment and shall expire on 31 December 2018, save
that the Company may before such expiry make any offer or agreement that would or might require
equity securities to be allotted, after such expiry and the Directors may allot equity securities in
pursuance of any such offer or agreement as if the power conferred hereby had not expired.
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4.

THAT, conditional upon Admission (as defined in the combined circular and prospectus of the
Company dated 5 September 2017 of which this Notice of General Meeting forms part (the
“Combined Circular and Prospectus”)) by 8.00 a.m. on 1 May 2018 (or such later time and/or date
as the Directors may in their absolute discretion determine):
(a)

(b)

the articles of association of the Company be amended by:
(i)

the insertion, in Article 131, of the words “or event”, after the words “from a particular
date”;

(ii)

the insertion, in Article 137.1, of the words “(or, in the absence of any such specification
or determination, as the Directors may determine)” after the words “granting authority
for such capitalisation”;

(iii)

the insertion, in Article 139, of the words “or for legal or regulatory or practical
difficulties which may arise under the laws of or the requirements of any regulatory
body or stock exchange in any territory or for any other matter whatsoever” after the
words “rather than to the Members concerned)”;

(iv)

the insertion of new article 157 as set out in full in Section B of Part XI (The Return of
Value) of the Combined Circular and Prospectus, immediately after the existing
article 156.

the Directors of the Company be generally and unconditionally authorised:
(i)

to capitalise sums not exceeding £650,000,000 in aggregate, standing to the credit of the
Company’s share premium account and/or merger reserve whether arising pursuant to
the Combination and/or cash subscription referred to in the Merger Agreement (as
defined in the Combined Circular and Prospectus) or whether in existence at the date of
this resolution or arising at any other time and to apply such sums in paying up in full
up to the maximum number of redeemable shares in the capital of the Company carrying
the rights and restrictions set out in article 157 of the articles of association of the
Company as amended by this Resolution (the “B Shares”) that may be allotted pursuant
to the authority given by sub-paragraph (b)(ii) below;

(ii)

pursuant to section 551 of the Companies Act 2006 (the “Act”) and in addition and
without prejudice to all other authorities for the purposes of section 551 of the Act, to
exercise all powers of the Company to allot and issue credited as fully paid up (provided
that the authority hereby conferred shall expire at the close of business on 31 December
2018), B Shares up to an aggregate nominal amount of £650,000,000 to the holders of
the ordinary shares of 35⁄9 pence in the capital of the Company on the basis of one
B Share for each ordinary share held and recorded on the register of members of the
Company at such time and/or date as the Directors may in their absolute discretion
determine) (the “Record Date”), (but excluding any such Shares which were issued on
terms that they are not entitled to such allotment) in accordance with the terms of the
Combined Circular and Prospectus and Article 139 of the Company’s Articles of
Association, as amended by this resolution.
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5.

THAT, subject to and conditional upon Admission (as defined in the combined circular and
prospectus of the Company dated 5 September 2017 of which this Notice of General Meeting forms
part (the “Combined Circular and Prospectus”)) occurring by 8.00 a.m. on 1 May 2018 (or such
later time and/or date as the Directors may in their absolute discretion determine) the Directors be
generally and unconditionally authorised for the purposes of section 551 of the Companies Act 2006
(the “Act”), to exercise all the powers of the Company to allot shares and grant rights to subscribe for,
or convert any security into, shares:
(a)

up to an aggregate nominal amount (within the meaning of section 551(3) and (6) of the Act)
of £1,895,999 (such amount to be reduced by the nominal amount allotted or granted under (b)
below in excess of such sum); and

(b)

comprising equity securities (as defined in section 560 of the Act) up to an aggregate nominal
amount (within the meaning of section 551(3) and (6) of the Act) of £3,791,999 (such amount
to be reduced by any allotments or grants made under (a) above) in connection with or pursuant
to an offer by way of a rights issue in favour of holders of ordinary shares in proportion (as
nearly as practicable) to the respective number of ordinary shares held by them on the record
date for such allotment (and holders of any other class of equity securities entitled to participate
therein or if the Directors consider it necessary, as permitted by the rights of those securities),
but subject to such exclusions or other arrangements as the Directors may consider necessary
or appropriate to deal with fractional entitlements, treasury shares, record dates or legal,
regulatory or practical difficulties which may arise under the laws of, or the requirements of
any regulatory body or stock exchange in any territory or any other matter whatsoever,

these authorisations to expire at the conclusion of the next Annual General Meeting of the Company
(or if earlier on 30 September 2018), (save that the Company may before such expiry make any offer
or agreement which would or might require shares to be allotted or rights to be granted after such
expiry and the Directors may allot shares, or grant rights to subscribe for or to convert any security
into shares, in pursuance of any such offer or agreement as if the authorisations conferred hereby had
not expired). These authorisations are in addition and without prejudice to those granted by
resolutions 3 and 4 at this General Meeting but, upon these authorisations becoming effective, shall
be in substitution for any other authorities previously granted under section 551 of the Act.
6.

THAT, subject to and conditional upon the passing of resolution 5 set out in the notice of this General
Meeting of the Company and to Admission (as defined in the combined circular and prospectus of the
Company dated 5 September 2017 of which this Notice of General Meeting forms part (the
“Combined Circular and Prospectus”)) occurring by 8.00 a.m. on 1 May 2018 (or such later time
and/or date as the Directors may, in their absolute discretion, determine), the Directors be given power
pursuant to sections 570(1) and 573 of the Companies Act 2006 (the “Act”) to:
(a)

allot equity securities (as defined in section 560 of the Act) of the Company for cash pursuant
to the authorisation conferred by that resolution; and

(b)

sell ordinary shares (as defined in section 560(1) of the Act) held by the Company as treasury
shares for cash,

as if section 561 of the Act did not apply to any such allotment or sale, provided that this power shall
be limited to the allotment of equity securities for cash and the sale of treasury shares:
(i)

in connection with or pursuant to an offer of or invitation to acquire equity securities (but in
the case of the authorisation granted under resolution 5(b), by way of a rights issue only) in
favour of holders of ordinary shares in proportion (as nearly as practicable) to the respective
number of ordinary shares held by them on the record date for such allotment or sale (and
holders of any other class of equity securities entitled to participate therein or if the Directors
consider it necessary, as permitted by the rights of those securities) but subject to such
exclusions or other arrangements as the Directors may consider necessary or appropriate to
deal with fractional entitlements, treasury shares, record dates or legal, regulatory or practical
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difficulties which may arise under the laws of or the requirements of any regulatory body or
stock exchange in any territory or any other matter whatsoever; and
(ii)

in the case of the authorisation granted under resolution 5(a) (or in the case of any sale of
treasury shares), and otherwise than pursuant to paragraph (i) of this resolution, up to an
aggregate nominal amount of £284,399,

and shall expire at the conclusion of the next Annual General Meeting of the Company (or, if earlier,
on 30 September 2018), save that the Company may before such expiry make any offer or agreement
that would or might require equity securities to be allotted, or treasury shares to be sold, after such
expiry and the Directors may allot equity securities, or sell treasury shares in pursuance of any such
offer or agreement as if the power conferred hereby had not expired.
By Order of the Board
Claire Denton
General Counsel and
Company Secretary
5 September 2017
Registered office
High Cross
Madingley Road
Cambridge
CB3 0HB
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Notes:
1.

Pursuant to regulation 41 of the Uncertificated Securities Regulations 2001 and section 360B of the Companies Act 2006, the
Company specifies that in order to have the right to attend and vote at the General Meeting (and also for the purpose of
determining how many votes a person entitled to attend and vote may cast), a person must be entered on the register of members
of the Company by close of business on 27 September 2017 or, in the event of any adjournment, by close of business on the date
which is two days before the day of the adjourned meeting. Changes to entries on the register of members after this time shall
be disregarded in determining the rights of any person to attend or vote at the meeting.

2.

A member is entitled to appoint another person as his/her proxy to exercise all or any of his/her rights to attend, to speak and to
vote at the General Meeting. A member may appoint more than one proxy in relation to the meeting, provided that each proxy
is appointed to exercise the rights attached to a different share or shares held by him. A proxy need not be a member of the
Company. A form of proxy for the meeting is enclosed.
To be valid any proxy form or other instrument appointing a proxy must be received by post or by hand (during normal business
hours only) by our registrar Capita Asset Services PXS1, 34 Beckenham Road, Beckenham, Kent BR3 4ZF or at the electronic
address provided in the form of proxy, in each case no later than 9.00 a.m. on 27 September 2017. If you are a CREST member,
see note 3 below.
Completion of a form of proxy, or other instrument appointing a proxy or any CREST Proxy Instruction will not preclude a
member attending and voting in person at the meeting if he/she wishes to do so.

3.

Alternatively, if you are a member of CREST, you may register the appointment of a proxy by using the CREST electronic proxy
appointment service. Further details are contained below.
CREST members who wish to appoint a proxy or proxies through the CREST electronic proxy appointment service may do so
for the General Meeting and any adjournment(s) thereof by using the procedures, and to the address, described in the CREST
Manual (available via www.euroclear.com/CREST) subject to the provisions of the Company’s articles of association. CREST
personal members or other CREST sponsored members, and those CREST members who have appointed a voting service
provider(s), should refer to their CREST sponsor or voting service provider(s), who will be able to take the appropriate action on
their behalf.
In order for a proxy appointment or instruction made using the CREST service to be valid, the appropriate CREST message
(a “CREST Proxy Instruction”) must be properly authenticated in accordance with Euroclear UK and Ireland Limited’s
(“Euroclear”) specifications and must contain the information required for such instructions, as described in the CREST Manual.
The message, regardless of whether it constitutes the appointment of a proxy or an amendment to the instruction given to a
previously appointed proxy, must, in order to be valid, be transmitted so as to be received by the issuer’s agent (RA10) by the
latest time(s) for receipt of proxy appointments specified above. For this purpose, the time of receipt will be taken to be the
time (as determined by the time stamp applied to the message by the CREST Applications Host) from which the issuer’s agent
is able to retrieve the message by enquiry to CREST in the manner prescribed by CREST. After this time any change of
instructions to proxies appointed through CREST should be communicated to the appointee through other means.
CREST members and, where applicable, their CREST sponsors or voting service provider(s) should note that Euroclear does not
make available special procedures in CREST for any particular messages. Normal system timings and limitations will therefore
apply in relation to the input of CREST Proxy Instructions. It is the responsibility of the CREST member concerned to take (or,
if the CREST member is a CREST personal member or sponsored member or has appointed a voting service provider(s), to
procure that his CREST sponsor or voting service provider(s) take(s)) such action as shall be necessary to ensure that a message
is transmitted by means of the CREST system by any particular time. In this connection, CREST members and, where applicable,
their CREST sponsors or voting service provider(s) are referred, in particular, to those sections of the CREST Manual concerning
practical limitations of the CREST system and timings.
The Company may treat as invalid a CREST Proxy Instruction in the circumstances set out in Regulation 35(5)(a) of the
Uncertificated Securities Regulations 2001.

4.

In the case of joint holders of a share, the vote of the senior holder who votes, whether in person or by proxy, shall be accepted
to the exclusion of the votes of the other joint holders, and for this purpose, seniority shall be determined by the order in which
the names stand in the register of members in respect of the share.

5.

Any person to whom this notice is sent who is a person nominated under section 146 of the Companies Act 2006 to enjoy
information rights (a “Nominated Person”) may have a right, under an agreement between him/her and the member by whom
he/she was nominated, to be appointed (or to have someone else appointed) as a proxy for the General Meeting. If a Nominated
Person has no such proxy appointment right or does not wish to exercise it, he/she may have a right, under such an agreement,
to give instructions to the member as to the exercise of voting rights.
The statement of the above rights of the members in relation to the appointment of proxies does not apply to Nominated Persons.
Those rights can only be exercised by members of the Company.

6.

Any corporation which is a member can appoint one or more corporate representatives who may exercise on its behalf all of its
powers as a member provided that they do not do so in relation to the same shares.

7.

Any member attending the General Meeting has the right to ask questions. The Company must cause to be answered any such
question relating to the business being dealt with at the meeting but no such answer need be given if (a) to do so would interfere
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unduly with the preparation for the meeting or involve the disclosure of confidential information, (b) the answer has already been
given on a website in the form of an answer to a question, or (c) it is undesirable in the interests of the company or the good order
of the meeting that the question be answered.
8.

A copy of the proposed amended articles of association of the Company and a copy of the existing articles of association marked
to show the changes being proposed in resolution 4 are available for inspection at the Company’s registered office (and the current
and proposed amended articles of association will also be available for inspection at the offices of Ashurst LLP, Broadwalk
House, 5 Appold Street, London EC2A 2HA) during normal business hours from the date of this notice until the close of the
General Meeting (Saturdays, Sundays and public holidays excepted) and will be available for inspection at the place of the
meeting for at least 15 minutes prior to and during the meeting.

9.

A copy of this notice, and other information required by section 311A of the Companies Act 2006, can be found at
www.aveva.com.

10. As at the Latest Practicable Date the Company’s issued share capital consists of 63,989,984 ordinary shares, carrying one vote
each. Therefore, the total voting rights in the Company as at that date are 63,989,984.
11. You may not use any electronic address (within the meaning of section 333(4) of the Companies Act 2006) provided in this
Notice of Meeting (or in any related documents including this prospectus and proxy form) to communicate with the Company
for any purposes other than those expressly stated.
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