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DEFINITIONS

The following definitions apply throughaout this document, uniless the context requires otherwise:

“Act”

“Admission”

l.I'AI M L
“AIM Rules”

“Articles”

“Board” or “Directors”

“Capital Reorganisation”
“Charles Stanley”
“Combined Code”

“Company”

“"CREST”

“CRESTCo”

“Enlarged Share Capital”

“Group”

“Loan Stock”

“Loan Stockholder”

“London Stock Exchange”

the Companies Act 1985, as amended

admission of all the 10,473,600 issued Shares (including the
Placing Shares) to trading on AIM becoming effective in
accordance with Chapter 16 of the rules of the London Stock
Exchange

the Alternative Investment Market of the London Stock
Exchange

the rules set out in Chapter 16 of the Rules of the London
Stock Exchange

the Articles of Association of Potential Finance Group PLC

the board of directors of Potential Finance Group PLC whose
names are set out on page 7

the capital reorganisation of the Company, comprising the
bonus issue of Shares, conditional upon Admission, as
described in sub-paragraph 3.4 in Part 4 of this document

Charles Stanley & Company Limited, nominated adviser
and nominated broker to the Company in respect of the
Placing and for the purposes of the AIM Rules

the Principles of Good Governance and Code of Best
Practice prepared by the Committee on Corporate
Governance, chaired by Sir Ronald Hampel and published
in June 1998

Potential Finance Group PLC andjor, where the context
otherwise requires, Potential Finance

the relevant system {(as defined in the Uncertificated
Securities Regulation 1995 (SI 1995 No. 95/3272) in respect
of which CRESTCo is the operator {as defined in those
regulations)

CRESTCo Limited

the issued share capital of the Company following the issue
of the Placing Shares and completion of the Capital
Reorganisation

the Company and its subsidiary undertakings, Potential
Finance and Potential Asset Finance

the £3 million of unsecured loan stock created by Potential
Finance andissued to the Loan Stockholders pursuantto the
Subscription and Shareholders Agreement

a holder of Loan Stock, namely Frank Lafford, Edeltraut
Lafford, Dr. Michael Brosnan, Dr. Mehmet Tahsin, Richard
Philpot, Jennifer Philpot, Kevin Xenny, Glenwood
Productions Limited, Anne Wood and Kendon International
Limited

London Stock Exchange Limited
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“QOfficial List”

“Placing”

“Placing Agreement”

“Placing Price”
“Placing Shares”
“POS Regulations”

“Potential Asset Finance”
“Potential Finance”

“8Share Exchange Agreement”
“Share Option Schemes”
“Shareholder”

“Shares”

“Subscription and Shareholders

Agreement”

“UK Listing Authority”

the Official List of the UK Listing Authority

the conditional placing by Charles Stanley of the Placing
Shares on the terms of the Placing Agreement

the conditional agreement dated 27 July 2000 between the
Company, the Directors and Charles Stanley, further details
of which are set out in sub-paragraph 8.1(c) of Part 4 of this
document

125p per Placing Share
the 5,280,000 Shares to be issued pursuant to the Placing

the Public Offers of Securities Regulations 1995, as
amended

Potential Asset Finance Limited, a non-trading
wholly-owned subsidiary of the Company

Potential Finance Limited, a wholly-owned subsidiary of the
Company

the share exchange agreement summarised in
sub-paragraph 8.1({h} of Part 4 of this document

the approved and non-approved executive share option
schemes adopted by the Company, further details of which
are set out in paragraph 6 of Part 4 of this document

a holder of Shares

ordinary shares of 25p each in the share capital of the
Company

the subscription and shareholders agreement summarised
in sub-paragraph 8.1(a} of Part 4 of this document

the Financial Services Authority acting in its capacity as the
Competent Authority for the purposes of Part IV of the
Financial Services Act 1986




customer

debtor
debts
factor

factored turnover

factoring

invoice discounting

non-recourse factoring

recourse factoring

sales finance

GLOSSARY OF PRINCIPAL FACTORING TERMS

the customer of the factor or inveoice discounter which
enters into an arrangement to factor or discount debts.

a trade debtor of the customer.
the debts due by a debtor to the customer.
a provider of factoring and invoice discounting services.

the total value of debts assigned by customers of factoring
or invoice discounting businesses.

an arrangement whereby a customer assigns its debts to a
factor for cash. Additionally, the factor will provide an
administrative sales ledger service to the customer
including sales ledger accounting, credit control and
collection.

an arrangement similar to recourse factoring whereby the
customer retains responsibility for administering its sales
ledger, maintaining books of account, and collecting
outstanding debtors for the account of the invoice
discounter. The debtor is wusually unaware of the
arrangement, described as confidential invoice
discounting. If the debitor has been notified of the
arrangement this is described as disclosed invoice
discounting.

a factoring arrangement that includes the provision of a
factoring service with the additional benefit to the customer
of protection, up to specified limits, by the factor against
non-payment by debtors of the customer.

a factoring arrangement that does not include the provision
to the customer of protection by the factor against
non-payment by debtors of the customer such that the
factor has recourse to the customer inthe event of default by
debtors.

the generic term which the Company applies to its service
arrangements and which encompasses recourse factoring,
invoice discounting and any hybrid service of the two. It
does not include non-recourse arrangements which would
require the Company to provide protection against bad
debts to the customer. Sales finance provides a tailored
agreement whereby the level of sales ledger administration,
credit control and collection is varied according to the needs
of the customer and with respect to the individual trading
relationship maintained with each debtor. The service may
or may not require the debtors to be aware of the
arrangements and therefore will fall broadly into one of two
types, disclosed sales finance or undisclosed sales finance.
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KEY INFORMATION

The following information shouid be read in conjunction with the full text of this document, from
which it is derived. You should read the whole of this document and not just rely on the key
information set out below. In particular, your attenticn is drawn to the principal risk factors, set outin
Part 1 of this document.

Potential Finance provides factoring and invoice discounting services to small and
medium-sized businesses based in the United Kingdom in order both to assist in relieving
their working capital pressures and as an alternative to more traditional methods of providing
finance, such as hank overdrafts and loans. Potential Finance commenced trading at the end
of October 1999, since when experienced operations and sales teams have been put in place.

The Company is proposing to raise approximately £6 million, net of expenses, by issuing
5,280,000 Placing Shares at a price of 125p per Placing Share pursuant to the Placing. The
Directors intend to use the net proceeds from the Placing to repay the Loan Stock and to
finance the working capital requirements of the Company. In order to match ongeing and
further business development, the Directors intend to obtain additional credit lines following
Admission.

The Directors believe that, together, Admission and the net proceeds from the Placing will:

* raise the Company's profile within the market place;
allow the Company to expand its sales and operations teams;
provide the Company with additional working capital to enable it to offer facilities to a
greater number of clients; and

* provide a platform for the Company to obtain credit lines for up to approximately a further
£20 million.

Potential Finance currently targets the small to medium-sized business sector and, typically,
where the businesses concerned have the following characteristics:

the business is owned by its management;

annual sales are between £250,000 and £5 million;

the facilities required are of amounts between £50,000 and £1,00¢,000; and
the business is UK based and its debtors are predominantly UK based.

The Company proposes to offer disclosed factoring facilities and invoice discounting facilities
principally to those companies that satisfy these strict criteria.

The Directors consider the Company to be well placed to benefit from continued growth in the
factoring industry in the UK, believing the Company’s strengths to be:

it is well known to the industry and to business intraducers/financial intermediaries;
it is independent of a large financial institution, allowing a positive and more timely
response 1o the needs of clients and prospective customers, who have more immediate
access to the decision makers within the Company; and

* the experienced team is capable of delivering efficient ongoing customer services.

The Directors believe that the Company’s key selling point is its ability to respond quickiy to
enquiries and adapt to the changing needs of its customers. Once a company becomes a
customer, the Directors believe that the Company's operating policies and procedures are
structured so as to maximise the security for Potential Finance, whilst also reacting quickly
and efficiently to customer requirements.

By mid-July 2000, Potential Finance had signed factoring contracts with some 70 customers
and made advances of approximately £4.3 million. The Directors anticipate that some 100 new
customers will be taken on in the 12 months or so following Admission.



Placing statistics

5,280,000 Placing Shares will be issued pursuant to the Placing to raise £6.6 million before
expenses.

Placing Price 125p
Market capitalisation at the Placing Price* £13,092,000
Shares in issue following the Placing * 10,473,600
Percentage of issued share capital represented by the Placing Shares* 50.40%
Expected total proceeds of the Placing £6,600,000
Expected proceeds of the Placing after expenses £6,000,000

* Following the Capital Reorganisation

Expected timetable
Publication of Prospectus 27 July 2000

Admission to AIM and date of first dealing and CREST 8.00 a.m. on 4 August 2000
accounts credited

Despatch of share certificates by 11 August 2000



PART 1

INFORMATION ON POTENTIAL FINANCE GROUP PLC
AND POTENTIAL FINANCE LIMITED

Introduction

Potential Finance, a wholly-owned subsidiary of the Company, provides factoring and invoice
discounting services to small and medium-sized businesses based in the United Kingdom in order
both to assist in relieving their working capital pressures and as an alternative to more traditional
methods of providing finance, such as bank overdrafts and loans. Potential Finance commenced
trading at the end of October 1939, since when experienced operations and sales teams have been
put in place.

The founders of Potential Finance, Hugh Craen and Laurence Rutter, each have approximately 15
years’ experience in the factoring and invoice discounting business and together founded Singer &
Friedlander Factors Limited, in 1994.

Potential Finance was incorporated in July 1999, Pursuant to the Subscription and Shareholders
Agreement, the Loan Stock was created and issued by Potential Finance to the Loan Stockholders,
who also subscribed, in aggregate, for 80% of the share capital issued by Potential Finance
thereunder.

Following adjustments of shareholdings in Potential Finance, described in further detail in
paragraph 2 of Part 4 of this document, immediately prior to completion of the Share Exchange
Agreement the issued share capital of Potential Finance was held as follows: Loan Stockholders, in
aggregate — 64%; Laurence Rutter — 13%; Hugh Craen - 13%; Lafford family members — 10%.

Upon completion of the Share Exchange Agreement, Potential Finance became a wholly-owned
subsidiary of the Company and the former Potential Finance shareholders acquired shareholdings
in the Company proportionate to their respective previous shareholdings in Potential Finance.

Immediately following the Placing and the Capital Reorganisation, the current Shareholders will
hold approximately 50% of the Company’s issued share capital.

The Placing

The Company is proposing to raise approximately £6 million, net of expenses, by issuing 5,280,000
Placing Shares at a price of 125p per Placing Share pursuant to the Placing. The Directors intend to
use the net proceeds from the Placing to repay the Loan Stock and to finance the working capital
requirements of the Company. In order to match ongoing and further business development, the
Directors intend to obtain additional credit lines following Admission.

The Directors believe that, together, Admission and the net proceeds from the Placing will:
. raise the Company's profile within the market place;
. allow the Company to expand its sales and operations teams;

M provide the Company with additional working capital to enable it to offer facilities to a greater
number of clients; and

. provide a platform for the Company to obtain credit lines for up to approximately a further £20
million.

At the Placing Price and following the Capital Reorganisation, the market capitalisation of the
Company will be approximately £13.1 million.

10




. Ll Eaml B

Sector background

Factoring as a form of trade finance began in America in the late nineteenth century. By 1972 all the
major English clearing banks had entered this market. The UK factoring market is now the largestin
the world, with more than 50 factoring companies, and factoring has become an Increasingly
popular method of finance for small to medium-sized businesses. In 1999, a total of approximately
£61 billion of sales were factored in the UK for approximately 26,000 companies, as compared to

factored sales of approximately £22 billion for some 13,000 companies in 1993 (Source: Factors &
Discounters Association website; and “Factoring in the UK - A report and guide to the factoring
industry”, BCR Publishing 1989).

Whilst the UK market is dominated by major bank subsidiaries, the Directors believe that,
unhindered by the traditional hierarchies of major banks, smaller entrants to the market such as the
Company are well positioned to capture market share. From the experience of the founding
Directors, a company that responds quickly to new enquiries increases the numbers of clients
signing facilities and a company that responds positively to the needs of existing clients increases
business retention.

Principles of factoring
The Company offers two principal services to its customers - factoring and invoice discounting:

Factoring is the purchase by the factor {for example, Potential Finance) and the sale by a company
{the “customer”) of book debts on a continuing basis, usually for immediate cash. The sales
accounting functions are then provided by the factor who manages the customer’s sales ledger and
the collection of accounts under the terms previously agreed between the customer and its clients.
The factor may assume the credit risk for accounts within agreed limits {(non-recourse), or this risk
may be retained by the customer (recourse).

Invoice discounting is an arrangement similar to recourse factoring, where the customer retains
responsibility for administering its sales ledger, maintaining books of account, and collecting
outsianding debtors for the account of the invoice discounter. The debtor is usually unaware of the
arrangement, described as confidential invoice discounting, or, if the debtor has been notified of
the arrangement, this is described as disclosed invoice discounting.

Typically, a company can draw up to 80% of a gross invoice on presentation of that invoice to the
factor. The balance hecomes payable when the invoice monies are received.

The Company’s business
Potential Finance currently targets the small to medium-sized business sector and, typically, where

the businesses concerned have the following characteristics:

. the business is owned by its management;

. annual sales are between £250,000 and £5 million;

. the facilities required are of amounts between £560,000 and £1,000,000; and

. the business is UK based and its debtors are predominantly UK based.

The Company proposes to offer disclosed factoring facilities and invoice discounting facilities
principally to those companies that satisfy these criteria.

The Company takes security for the facilities provided by it, in the case of factoring, by way of a fixed
charge aver a customer’s debts, disclosed on a customer’s invoices to its clients, and/or by way of a
debenture over all assets, and/or guarantees (personal and/or group). The same methods of taking
security are used for invoice discounting, though no disclosure is made on invoices to a customer’s
clients.

Upon provision of such facilities by the Company, which are usually available for a minimum of 12
months, the customer is charged two separate fees: firstly, an interest charge to meet the cost ofthe
advance until the invoices are paid by the customer’s clients and, secondly, a service or factoring
charge for managing the facility.
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Key sectors

The Directors have identified a number of sectors from which they anticipate the Company will gain
new business. Key businesses are expected to be those that have a good record of sales growth but
lack sufficient balance sheet strength 1o attract conventional bank overdraft facilities. The Directors
anticipate that the prime asset of such businesses is ltkely to be their debtor book which will be
expected to provide the security for any factoring facility.

Sectors which the Directors believe are the most attractive are those where the goods or services
sold are easy to identify and difficult to dispute. In the Directors’ opinion, such sectors include
recruttment, where invoices are supported by signed time sheets, and distribution businesses that
sell products such as stationery and are supported by delivery notes. Sectors believed by the
Directors to be less attractive include the clothing sector, building industries and those businesses
where the debtors cannot be assigned, such as travel agents and solicitors.

The Directors expect to continue to target the Company’s favoured sectors, and expect to focus on
management buy-outs and buy-ins in such sectors.

Risk management

On receipt of a satisfactory new business proposal, the Company undertakes on site due diligence
of the prospective customer, combined with an extensive review of the financial profile of its
business. All customers are expected to provide a fixed charge over their book debts or over all of
their assets, if this is felt to be appropriate. In addition, all debts are assigned under a standard
factoring agreement and personal and/or corporate guarantees and/or warranties are obtained in
certain circumstances.

The Company utilises the Hi Finance software package developed by Highams Systems Services
Group PLC. This system was developed specifically for the factoring industry and is used by a
number of factoring companies throughout the industry.

The Company has an insurance policy in place in order to protect against the risk of customer
default. The protection provided under the policy covers a maximum 80% of a proportion (20%) of
the maximum factoring facility advanced to customer, provided that security is taken by the
Company and that all remedies available to the Company have been exhausted against a defaulting
customer prior to any claim being made under the policy.

Strategy

The Directors consider the Company to be well placed to benefit from continued growth in the
factoring industry in the UK, believing the Company’s strengths to be:

. it is well known to the industry and to business introducers/financial intermediaries;

. itis independent of a large financial institution, allowing a positive and more timely response
to the needs of clients and prospective customers, who have more immediate access to the
decision makers within the Company; and

. the experienced team is capable of delivering efficient ongoing customer services.

The Directors have recruited a core team, covering sales, accounting, operations and risk
management. Currently, three experienced sales staff cover the United Kingdom and the Directors
intend to recruit additional, high quality sales staff to cover specific geographic areas. These
additional sales staff are expected to work from home and service their local region, rather than
being based at the Company’s office in London.

The Directors believe that the Company’s key selling point is its ability to respond quickly to
enquiries and adapt to the changing needs of its customers. Once a company becomes a customer,
the Directors believe that the Company’s operating policies and procedures are structured so as to
maximise the security for Potential Finance, whilst also reacting quickly and efficiently to customer
requirements.
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In line with other factoring companies, much of the business carried out by the Company is
introduced via a network of introducers and intermediaries. The Company has a relationship with
six of the major factoring introducers in the United Kingdom, who have a detailed knowledge ofthe
factoring industry and seek to place customers with factoring companies which can both respond
and offer facilities in a timely manner.

The Directors consider that with the Company’s efficient line of communications it can act quickly
and as a result is able to satisfy the demands of the introducers. The introducers are paid
commissions by the factoring companies based on a percentage of the fees charged by the factor.
These commissions are generally 15% of the factoring charges levied to a customer.

Financial record

An accountants’ reporton the Group by Baker Tilly, Chartered Accountants, for the trading periodto
31 March 2000 is set out in Part 2 of this document. The trading record of Potential Finance, which
has been extracted from the accountants’ report in Part 2, is summarised below:

£000
Turnover 140
Administrative expenses (361)
Exceptional administrative expenses (250)
Operating loss (471)
Interest {net) {54)
Loss on ordinary activities before taxation (525)
Taxation _
Loss on ordinary activities after taxation (525)

This summary should be read in conjunction with the financial infermation set out in Part 2 of this
document.

The Company’s first accounting period for which audited accounts will be drawn up is for the period
to 30 September 2000.

Current trading and prospects

In April 2000, the Company secured a £3 million credit facility from the Bank of Scotland in order to
finance its working capital requirements. By mid-July 2000, Potential Finance had signed factoring
contracts with some 70 customers and made advances of approximately £4.3 million.

Asthe Company’s business grows, the Directors propose to recruit additional suitably experienced
and gualified staff to manage an expanding customer base. The Directors anticipate that some 100
new customers will be taken on in the 12 months or so following Admission.

As with any start-up operation, the Company has incurred considerable initial costs, both in relation
to operational matters, such as computers, as well as legal and other professional costs in refation
to establishing the Company and in preparing for Admission.

Directors
The Board consists of six directors:

Hugh Craen - Managing Director, aged 50, is a co-founder of Potential Finance and has 16 years of
experience in the factoring industry. Before leaving to found the Company, Mr Craen was joint
managing director at Singer & Friedlander Factors Limited, which he joined in 1994. Previously, he
had set up the debtor finance division at Alexanders Discount PLC with Laurence Rutter in 1986, and
had been responsible for monitoring all aspects of the business, including marketing credit and
recoveries.

Between 1984 and 1986, Mr Craen worked for Brown Shipley Factors Limited, principally in a
number of areas such as auditing, account management and new business. From 1974 to 1984, Mr
Craen worked in a management role for small to medium sized companies involved in publishing,
computers and the motor trade and, between 1967 to 1974, he trained as an accountant with
chartered accountants Harper Feather & Patterson.
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In 1996 and 1998, respectively, Mr Craen was involved in structuring management buy-ins for FW
Hipkin Limited and JC Graphic Supplies Limited (for both of whom he currently acts as a
non-executive director).

Laurence Rutter- Chief Executive, aged 34, is a co-founder of Potential Finance and has 15 years of
experience in the factoring industry. Before leaving to found the Company, Mr Rutter was joint
managing director at Singer & Friedlander Factors Limited, where he had built up its factoring
business with Hugh Craen from 1994 and, prior to that, he was at Alexanders Discount PLC from
1985. At Alexanders Discount PLC, Mr Rutter initially worked for the managing director in the Bill
Discounting department as part of a team lending £100 million against Inland Bills as security to a
customer base of approximately 350, before assisting Hugh Craen to set up the debtor finance
division in 1986. From 1983 to 1985 Mr Rutter was a general cashier at Lloyds Bank PLC in
Frinton-on-Sea.

In 1996 and 1998, Mr Rutter was involved in structuring the management buy-ins of distribution
companies FW Hipkin Limited and JC Graphic Supplies Limited, and currently holds non-executive
directorships on the boards of both companies.

Frank Lafford — (non-executive] Chairman, aged 71, has extensive experience in the timber
importing and distribution industry. He joined The Meyer International Group PLC in 1959, Europe’s
largesttimber importer, and subsequently became its Divisional Managing Director before starting
his own business inthe |ate 1970s. In 1978, Mr Lafford formed his own agency concentrating on the
importation and distribution of timber and allied products. In the last 20 years, he has formed and
continuesto control a number of other distribution companies operating within the timber, buiiding
and printing industries.

Mr. Lafford currently holds a number of directorships, including Forest Boards Limited, JC Graphic
Supplies Limited, JCG Holdings Limited and Plywood Timber International Limited.

Vivien Ware FCCA - Finance Director (part-time), aged 41, is a founder partner of chartered
certified accountancy firm Newlyn Ware, which she established in 1996 after six years working as a
sole audit and accountancy practitioner. Her practice at Newlyn Ware has developed a
wide-ranging portfolic of clients in various industries, including distribution {wholesale and retail},
computer software development, road haulage, electronics, agricultural research and motor
engineering organisations, and who are based in Suffolk, Essex, Hertfordshire and London. She is
accustomed to working closely with clients and has extensive experience in management
accounting, strategic planning and auditing.

Prior to Newlyn Ware, Mrs. Ware worked from 1988 to 1989 as a financial accountant for the
Loadwell Transport Limited group of companies, whose activities included haulage, civil
engineering and asset finance. On leaving the Loadwell group to set up her own audit and
accountancy practice, she continued to act as the Loadwell group’s management accountant for 18
months.

Mrs. Ware was senior manager at chartered accountants Hughes Allen {Ipswich) in 1987, having
qualified as a chartered certified accountant in 1984. Previously, Mrs. Ware was an insolvency
investigation accountant at Chartered Accountants Paterson & Thompson in Ipswich between
1983-1984, she worked in the UK accounts depariment at GRE's head office in Ipswich from
1981-1983 where she also trained for ACCA, and she trained originally at Beavis Walker in the City,
from 1979-1981.

Michael Kendon - (non-executive), aged 56, has extensive experience of trade finance and is
currently a directer of Kendon International Limited, The Protective Clothing Company Limited and
Potential Finance Limited.

Anthony Jacobs - (non-executive), aged 49, has 30 years’ experience of small to medium-sized
companies, both in his capacity as a shareholder and a director, and has participated in the running
of such companies in a number of different business sectors, including property development,
plant hire, engineering (heavy and light), the automotive trade and the leisure industry.

Mr. Jacobs is currently a director of Glenwood Productions Limited, Steiner Automotive Limited,
Sharpmark Limited, Highturn Limited, Popcorn Properties Limited and The Fat Controller Limited.
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Management and employees

In addition to the Board, the main members of the Company’s senior management are the following
individuals:

Robert Taylor, Financial Controller, reports to Vivien Ware and is responsible for the Company’s
accounting issues. Mr Taylor previously worked for Singer & Friedlander Factors Limited and
Alexanders Discount PLC.

Janice Budd, Audit Manager, reports to Hugh Craen and is responsible for reviewing and auditing
prospective clients of the Company and monitoring client performance. Ms Budd was formerly
audit manager at Singer & Friedlander Factors Limited and, prior to that, a client manager at
Alexanders Discount PLC.

Simon Bell, Senior Client Manager, reports to Hugh Craen and is responsible for the day to day
management of the Company’s client portfolio. Mr Bell was previously a client manager at Singer &
Friedlander Factors Limited. Mr Beil is supported by a dedicated client management team.

Vincent Bulf, UK Sales director, reports to Laurence Rutter and is responsible for managing and
developing the sales team as well as actively sourcing the Company’s new business. Mr Bull was
previously head of sales at Singer & Friedlander Factors Limited and held senior positions at
Lombard NatWest Commercial Services Limited. Mr Bull is supported by Mark Dickson, director of
London Sales, and Andy Preece, director of Northern Sales.

Share Option Schemes

As at mid-July 2000, the Company employed a total of 11 members of staff. In order to provide
suitable employee incentives and to reflect the commitment of certain employees to the Company’s
business to date, the Directors have established the Share Option Schemes, further details of which
are set out in paragraph 6 of Part 4 of this document.

Options in respect of a total of 739,148 Shares (which will represent approximately 7.1% of the
Enlarged Share Capital) have been granted at the Placing Price, exercise of such options being
conditicnal on Admission, to such employees, senior management and executive Directors. Ofthe
executive Directors, Hugh Craen and Laurence Rutter have each been granted options in respect of
259,840 Shares (which will each represent approximately 2.5% of the Enlarged Share Capital).
Vivien Ware has been granted options in respect of 51,968 Shares (which will represent
approximately 0.5% of the Enlarged Share Capital).

Dividend Policy

Given the early stage in the development of the Company and the Directors’ intention to build
further its existing business, the Directors do not anticipate recommending the payment of
dividends inthe initial years following Admission but, thereafter, the Directors intend to commence
the payment of dividends when it becomes commercially prudent to do so, subject to the
availability of sufficient distributable profits.

Year 2000

The Directors have noted no adverse effects within the computer systems of the Company or any of
its subsidiaries in connection with the year change from 1999 to 2000. There is a residual risk that
problems encountered with the year change may still occur. However, the Directors consider the
risk of problems occurring to be low.

Corporate governance

The Directors intend to develop appropriate measures (having regard to the current stage of
development of the Company) to comply, so far as practicable, with the Combined Code.

An audit committee has been established. Members of the audit committee will be responsible for
both ensuring that the financial performance of the Company is properly reported on and
monitored and for meeting the auditors and reviewing their reports relating to accounts and
internal control systems. The audit committee consists of the managing director, the finance
director and a non-executive director, Michael Kendon, acting as chairman,
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