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DEFINFTTONS

‘The following delinitions apply throughout this docwment, unless the context requires otherwise:

“_,I"'L_CL”

“Acquisition™

“Acquisition Agreement™

“Admission”

nt’.ﬁlhl,I‘.!

=AM Rules™

“haonnual General Moelting™ or

F\AGM.‘-"

“Application Torm™

ARCT

FARC Shares™

“Board” or *Directors”
“Clity Code” or “Code”
“Company™ or “Perthshire”

“Concert Party”

“Consideration Shares”

CCRESTT

“DVieferred Shares™

the Companizs Al 1985 {us amended)

the proposed acquisition of the entire issued share capilal of
ARC

the combhitonal share purchase agreement dated 27 June 2002
miade hetween the Company {1 and the Scllees (2 uader which
the Compuny has cenditionally agreed to acquire the entire
e share capital of ARC, {urther details of which are sel out
in paragraph 7 of Part VIT of this document

admission of the Ondinary Shares and New Ordinary Shates 1o
trading on AIM hecoming effective

the Aleroative Investmenl Markel ol the Tondan Stack
Txchange

the rules made by the London Stack Bxchange which hawve o be
complied with in cennection with an application for and
follerwinge e admission of securilies (o Al

the annual general meeting of the Company to be held at 11 am.
on 22 Fuby 2002, notice of which is sef oul in the sccompanying
Report and Accounts of the Contpany

the application [orm sccompanying Lhis decument w subscribe
ler the OYer Shares wnder the Oifer for Subscription

ARC Risk Maunagoment Limiled

the issued 15,727 ordinary shares of 10p each in ARC
the direetors of the Company

The City Code on Tukeovers und Mergers

Parthshire Leisure plc

Galloway  Limited, John  Green, Peter Tsaacs, Warkel
International Limited, Jim Meflon, the Bepenl Trust Company
Limited, Jacgueling Reid, Rupert Reid, Simon Richards, Tric
Rothharth, Sidebell, Susannah Thompson, Pauline Wakeling,
Simon Wakeling, Pelor Watlermeyer aud Robert Whiting

the 39,317,500 new Ordinary Shares to be issued to the Sellers
pursuanl 1 the Acguisiion Agreemend,

the computerised selilement system Lo frcilitate the transter of
tille of Ordinary Shares in uncertificaied form, operated by
CRTSTCo Limited

the proposcd defeered shares of 4p cach m the capital of Lhe
Company to he created subject to resolution & baing passed at
the Annual General Mecling

“Enlarged CGroup™

“Enlarged Essucd Share Capital”

*Tixisting Onlinary Shares”

*Extraordinary Gengral
Meating” or “THGM™

“Form of Proxy”

“Ciromp”

“Independent Director™
“London Stock Fachange”
“Wew Toard™

“MNew Qrdinary Shares™
“MNotice”

“Orfficial List”

“(iffer Price™

“OTer Shares™

*Qffer for Subscription™ or “Olfer”

“Ordinary Shares”

“Cheerseas Sharcholders™
“hveeseas Subacribers”

“Pancl™

“Proposals™

“Proposed Directors™

the Company and its subsidiagies following Admisston as
enlarged by Lhe Acgmsibion

topether the Ordinary Shures, the Consideration Sharcs and the
Offer Shares luken ap under the Otfer for Subseription

adinary sharves of Sp cach i Lhe capital of the Company in issue
prior to the passing of resolution 6 at the Annual General
bleciine

the Exlraomlingty General Meeting of the Company Lo be hald
al TR0 am. on 22 July 2002 and any adjournment thereof,
notice of which 1y st oul at the end of this docmment

the blue form of proxy [or usc by Sharcholders in connection
with the EGM

the Company, its subsidiary undertakings and associated
andertakings immuodiztely prior to Admission

Joln Macatta

London Stock Txchange ple

the Directors and Proposed Dircctors

lugether the Consideration Shares and Lthe Ofter Shares

the nolice of 1he TGM as set out at the end of Lhis documicm

the Official List maimtaincd by the TJK Listing Awthority
pursuznt 1o ihe Tinancial Services and Markets Act 2000

1.25p per Offer Shan:

Lhe SEAC0,000 Ordinary Sheres which ane the subyject of the Offer
foor Subscriplion

the OFer fr Subscription of 51,600,000 Ondinary Shares, subject
to and upon the lerms and conditions set out in Pare LI of this
documenl

the erdinary sharcs of Ep cach in the capital of the Company
resulting Drom the proposed sub-division of the Company’s
crdinary sharves of Sp each

Sharcholders on the register of members of Lhe Company on the
Record Date, other than Lhose residene in the TTK

those investors who are applying for Olfer Shuares that are not
resident in the LK

Lthe Panct on Takeovers and Meegers

the Acquisition, the Offer tor Subscription, the Capital
Reorganisation, the Waiver and Admission

Robert Geonge Curzon Whiting, Rupert John Gilimour Reid and
sSimon Genrge Wakeling




PART 1

LETTIR FROM THE INDEPENDENT DIRKECTOR

Perthshire Leisure plc

{ Drcorporared ool regtefered i Scotfaud weith registered Moo SOO8G0AT)

Dvivectors: Registered (fice:
Simon Anlhony Richards MA MSe FCA, Non-Execuiive Chairoum Breckenridge TTowse
Johe Tidward Abheaham Mocatta, MA FPOA, Now-Execuiive Divector 274 Sauchiehall Strest

Clusgow

Eanarkshirg G2 3011

28 June 2002

Drear Shareholder

Acquisilion of ARC Risk NMaaagement Limited
CHfer for Subseription of 51,600,008 Ordinary Shares 2t 1.25p cach
Charge of name {0 ARC Risk Managoment Group ple
Capital Heorgrunisation
Notice of Fxiraordinary General Mecting
Admission lo trading on the Altermative Investmeni Market

INTRODUCTION

Your Board 1s pleased 1o announce that your Company las cntered mio a conditional agreement to
acgaire Lhe enlire issued share capital of ARC lor a total consideration of £491,468, to be sulisticd by
the issue of 39,317,500 Consideraiion Shares. ARCY principal activily is 1o provide sceurity risk
managerment and [raining to high set worth individoals aad companies, including major international
compenics and non-government orranisalions,

Dhie to the size of ARC in relation to the size of your Company, the Acguisitinn is classified as a reverse
lakeover under 1he ATMW Rules and iy, therefore, subject to Shareholder approval al Lhe EGM,
Accardingly, the Compuny will have to re-apply to be admitted 1o trading on ATM. T am, therefore,
writing Lo you o set oui the principal terms of the Acyuwisition and o seek Shareholder approval of
1he Agguisition.

Perthshire is also seeking to raise ap to £645,000 (hefiore cxpenses) by way of the Ofter for Subseriplion
ta both Qualifying Shareholders and other potential investors, o provide [urther working capital for
the Enlurged Group, The OMer for Subseriplion and Admission are conditional, émer affa, on the
passing of the Resolutions at the EGM. Further details of the Otfer for Subscription are set oul below.

Your Roard iy alse proposing the Capital Reocganisation, as fisether detailed below, to effect the
Acquisition and Offer for Subscription at the agreed price per share The Board is also proposing Lhe
change of name 10 ARC Risk Management Group ple,

A5 a result of the Proposats, on Admission the Concert Party could control 7585 per cent. of Lhe
Enfarged Tssued Sharve Capital. Subjeet 1o approval an a poll of independent Sharcholders, the Panel
has agreed to waive the oblization arising under the City Cade for the Concert Party to make 4 peneral
affer to Sharchobders, which would otherwise arise us g result of the Proposals,

BACKGROUND TG PERTHSHIRE ANTY REASONS FOR THE ACQUISETTON

Since the disposal of the Company's trading assets in the seeond hall of 2001, your Board has
continued to seek possible acquisitions with a view to enhancing shareholder value, An opporlunity

has new arisen [fov Perthshire to acquire the entire share capital of ARC, a private company operating -

in the security risk management sector, which s considered (o be a sensible way of achieving this aim.

ENFORMATION (N ARC RESK MANAGEMENT LIMITED

Eniroduction

The Mew Board helieves that, whilst risk manaremenl is oflen associated with Gnancial risks, many
businesses, organdsslions and govermmenl agencies are now redefining risk to inchule security o
eoypoyens and company installations. In addition, the terronist altacks in the USA on 1% Scprember
HIB1 have heightened security concerns dad done much 1o focus afteniion oo sceerily nsk issues and
Lhore is now g peresived need for both companies and individuals to enswee that they are fully proparcd
for any security incident or crisis.

ARC way established 10 Avugost 2000 (o meck the anticipated growth in the security risk sector by g
group of individuals led by Robert Whiting, the present chicl caecutive amd a Proposcd Director, to
provide securily risk manapement and deaining e high net worth individusis and companics, including
major international companics amnd non-govertnment organisations,

In February 2081, ARC acquired parl of the business and asscts of Turtse Timited ("Tourisc™), a
comapany operating in the same ficld, which was set up in 1990 by Rupert Reid, who is now the
managing director of ARC and a Proposed Direclon The prineipal asscl of Burise was the *Level One™
product, 4 combined corporale programms afleeing sk profiling, contingency plan formutation and
training for key sccurity personned, and AR now owns the intellectual property on this product.

The Securily Risk Management Market

The MNew Board believes that, alihoush the securily risk munasement markel has been growing, i
remaing highly fragmented, being largely made up of many relatively small businesses. Whiist they are
aware that ARC has competitors, the New Board believes thal many of the multi-nationaf companies,
together with ihe major banks, insuranee companies and goveramenl agenocs, aeed ap allermalive
suppkier (o meel ther growing needs.

Enterest in the securily management industcy las nereased imorecead years, evidemecd by (e capunsion
of the industry associaiiong with scveral thousand members, such as the British Security Tedustry
Association, the Institute of Risk Management, the 1Risk and nsurance Management Society and the
Aumerican Sociely of Industoial Sceevrily, the lulter boasting & memberslnp of somw 32,000, By way of
farmal recopaition of the discipline, 2 number of UK wniversities, including Leicastar, Loughhorough
and Southampton, are oftering degrees in security munagemenl subjects

Business Operatinns

ARC operates [rom an adminisiration cenire in Oxfordshire where o coploys 10 s1afl? Te addition, it
operates A Crisis Respoase and Management (“CREM™) Centre in Cape Town, South Adrica, where
operations can be run mere cost affectively without compromising qualiey of service, The CRM Centre
hats o stalf of § who provide sceunity advice and on-line intelligence 24 hours a day and co-ordinste any
operational response o a crisis

Produecls amdd Services

ARC specialises in managing security risks, both o individuals and corporations, and forms pari of &n
industry which asscsses, plans, wams and responds to such risks, which may inglude fraud, product
coatamination, extortion, kidnap, civil unrest, sabotage and lerronsm,

Seeurity risk management companics gencrally provide consultancy survices for clients who are covered
by special risk insurance policies. An insured event will caery its own response remedy but, when an
uninsured incident oceurs, the deployment of addilional personne] lo satisty the client’s demands can
impact on the clients operating marging. ARC is in o position to oller an in-built conlingency
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capahility on ull retaincd projects (heough specialised internal inswrance, together with the deployment
al high qualiy consultants, which gives extended proteclion 1o both chient and ARC,

Rervive calogoricy include:;

o Ked ¥ and Ked ¥ Afert

Red® affers clients the eption of telephony or web-based communicaiion with seeurily csperls
who can provide them wilh guidance and advice on workdwide security risks. ARC has a team of
inleifigonee amalysts who provide, support and maintain the infermation 24 hours 4 day, 365 days
a year and are hacked up by a multilingual call centre, Over 100 coungries are already covered and
sdditional intellipence, services and UL Taeiliies are comimeally being developed.

Together with a division of the HEBC group, the manapemeni of ARC i develaping a global
marketing and olient services plan. HSBC and ARC have back-to-back S-year exclusive
agreemenis wilh marketing specialists Tntel-24 Limited. HSBC provides a global clicnt base,
mearchanting and general banking facilities, markeling and IT support. The service is heing
targeted at high net worlh individuals and their famities via tinancial institutions and money
manaygers, industry service companies, such as loyalty cards and travel agenls, and al imsurance
underwriters and large companies Lo offer thedr chends and cnaployess a comprehensive security
risk manapmeoment Gwility,

For executives and high net worlh individuals requiring a trisky glohal secarity package, the Red®
Alert service provicdes registered users with up to H days emergency assistance from o dedicated
security expert anywhere in the world, supporled by o USE150,000 cvacuation and repatnation
Tund.

Red™ and Red® Alert were laumched i the indusiry’s main K showease, TESTC 02, which was,
held in Birmingham in May of this yvear, and the New Beard is confident that the development of
these produects will become a signiicant factor in ARC prowth over the next Lwo 1o Lhiree yoars,

As one of the larpest (nancial ingtitutions in the warkd, TTSBO provides the ideat platform from
which 4o markot, the products.

&  Levef Ohe

This ig a combined enrporate programme olfering risk profiling, Lhe formulation of conlingeney
plans and the training of key sceurety persennck T conpeises up o 20 days response consultancy.
The potential cost of the response service is insured through Lloyd’s, thereby enabling ARC to
provide this service at no additional cosl Lo e clival.

ARC also has a jonri marketing agreement with HSB(s Contingeney Division, the original
insnrance krokers of the Level One programme. Fogelher they have approved indlialas 1o b
marketed throughou! the HSBEC growap,

&  Tnsmeance wnderweiters

ARC is a retained service provider to 2 mumber of specialist insurance underwriters to provide a
2 hour reaponse capability and a proactive consullancy service to their clients, I bas siresdy won
important contracts as the prefeored service provider of special risks consultancy 10 Roval & Sun
Alliance, QBT, and ACT Turope (formerly Cigna), Each contract provides ARC with revenues
tfrom a communications retainer and an operalions relamen, offerng pro-aclive dsk mangpemenl
skills Lo therr gssureds, Tnoacdedition, in the event of being required to respond to a erwis, ARC will
be paid a per response daily fee

Over rhe next three years, it is the mtenlion of the New Board to expand this service.

& Secwidy fraiming
ARC provides formal training for sceurity personnet worldwide, complementing ARCs other
services. The team, who are [ormer employees of Groap 4 Security, are currently (raining securily
managers from a number of blue chip international clients,

[0

®  Securfry Project Munagemens s
It the Mroposed Directory’ experience, there is o demand [or client support, especially in high-risk
arcas, ¢nabling ARC 10 deploy consultants to manage fiekd projeets, including risk surveys,
training, remote site management and close proteclion,

Clicat Base

Sinee s formation in 2000, ARC has buill a0 impressive and diverse corporate chent list through the
thanagement teatt and thelr existing relationships. This includes B Amoeo, Marks & Speoncor, de
Beers, BAT and Shell. The diversity of the cliont base 1w alse illusiraied by (he presence of the
Tnlcenational Odl Pollution Campensation TFunds, the European Space Agency, the Bank of Tngland
and the Crown Agents.

The winming of business in 1he scenrity sector depends on the ability to satisfy clients that they arc
entrasting this important and sensitive work bo o sultably resourced and experienced (ewmn,

The New Board belicwes that an cxperienced management team, such as AR can offer, will e ahle to
access a market increasingly committed to corporate governance-driven securily iniliatives, thereby
ensuring growilh,

Directors, Key Emptoyecs and Cogsoltaots
The divcetors of ARC are Robert Whiting, Rupert Reid and Simon Walkeling, further details of whom
are provided below under *Directors and Proposed Direclors”,

The direetors of ARC arc supported by a staff of 16, including the following key personned:

Maldwyn Worsley-Lonks, MBE, aged 47, Opevations Manager

Mal Warsley-Tonks is a former Lisutenant Colonel in the British Ay, having commanded a regular
Parachute Battalion. He has seven wyedrs experience in lhe sccurily Indusicy and s a specialisl in
corpardle contingeney planning and disasier recovery. As operations manager he is respansible for
guality control on all ARC projects and aiso for managing the international panel of consultants.

Dravid Cresswell, aged 45, fradeing Manager

David Cresswell, who is a former British Army intelligence officer, is an experienced commercial
security trainer. Before joming ABC, he was o key member of the Groop 4 traiming operalion, He
speaks [uent Russian and Arabic and is able to deliver courses in both languapes. Tie also guality
contrals and manages the panel of instructors.

Consaltanis

In addition to its mansgement team and [ull Ume cmployees, ARC has created and opuraies a
comsallancy panch of experieneed and trusted reotessionals to provide high standards of client service
and respond appropriately to client needs.

The Tiecetors have confirmed that the existing employment contracts, ineluding any pension rights, of
all emplovees of ARC witk be fully sateguarded and that there will be no material chiange fo the bosiness
uclivilies of ARC,

CURRENT TRADING AND PROSPECTS OF THE ENLARGED GROUP

Since the disposal of its trading assets in the last half of 200, Perthshire has had no trading isiness
and only limited ongoing costs. For the 15 month period ended 31 March 2002 Perthshire made o loss
alter lux of £994,000 on wrnover of £1,167,000, As a1 31 March 2002, Perthshire had cash bulances of
E326.000 and net assets of £321.000. '

The resulis of Perthshire for the 15 momb period ending 31 March 2002 are incorporated in Part [V
of this document and i the accompanying report and accounts,
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From their perspective and unclerstanding of the market piace, coupled with an increased demand by
consumers cven before the events of 11 September 2001, and an increasing level ol inlerest from
insurance companies snd banks in offering securily products to their exisling and prospective customer
base, lhe Propuoscd Directors concluded some two years ago that opportunities would develop in the
markei place. In order to pesition ARC as a global service and o estabtish an inlernuational peesence,
it was necessary o invesl in an appropriaie [T capability and in stafling structures, including ihe
appointmeni of a sumber of highly skilled employees, Fhal sirategy, which preceded Lhe projeeted
revenues, has inevitably produced trading losses for the last twe financial periods. ARC reported a pre-
tax Jows for the ten months cnded 3 March 2002 of £252, 000 (2008 £216,000) on turnover of £432,000
{2001 £358,000).

Further Ananciat information on ARC is conlained in Part ¥ of Lhis decament,

DIRECTORS AND PROPOSED THRECLTORS
Dircetors:
Simon Richards, MA, MSe, FCA, aged 45, Nop-Fxeentive Choivsuan

Simon Richards is a chartered accountant with more lhan iwenly years experience o corporate
manapgement. He is the chairman of Finasneial & Generalb Limited, Finanesal & General Securilies
Limited and of Sidehell. He also acts as finance director of Lhe Company and will conlinue Lo do 8o
aller Adnussion.

Jobn Mocalla, MA, FCA, aged 66, New-Evecutive INrector

John Mocatta is a chartered accountant wilh more than farty years experience m investment banking
and corporile finance. Tle is also 4 non-cxecutive director of Supreme Plastics Group ple, which 1s
teacled on OFTX, and of Medpharma ple. He also acts as Company Secretary and will contime to do
s after Admission.

Propnsed Dircetors:

Robcrt Whiting, BA, aged 42, proposed Chisf Executive

Robert Whiting is one of he fonnders of ARC. T spent over £5 years in the international financial
services sector, haviog worked for 8G Warburg and Company Limited in T.andon and culminating in
the rofe of co-head of Asian Equily Capital Markets for Credis Snisse First Boston, As chicl cxeeutive,
he is responsible for sirutegic planning and the introduction of new produets, together with the
development of the CRM Centre. Mr, Whiting’s expertise In the [inancial markets is expecled (o be of
considerable benetit in determining strategic development for the Gnlarged Group,

Ruport Heid, MSc, aped 45, proposed Managing Divector

Rupert Reid was the foundor of Eurise and has spent the last twelve years as a risk management
specialist. Prior o (hat, he served as u police officer for 14 years, inchuding service with Speciubsl
Operalions, New Scotland Yard, with particular expericney in international eriminal intelhgeoce and
arpanised crime. He holds a Masters deprec in Scearity Management from Leieester University and is
responsible [or the overall operational management of ARC and, more specifically, for the
development of products and services, especiably Lhose related to the Insurance markl.,

Simon Wakeling, aged 41, proposed Sales and Marketing Director

Simon Wakeling is a sufes und marketing specialist. with twenty years experience in cuslomer services,
inctuding automative retail in Esstern Europe and service company managenient. Tie has spent Lthe st
[ivi: years in the securily industry, TTe is responsible for ARC's vetail distribution, customer serviee and
support and branding and hrings to the ARC wam an in-depth knewledge of relail sales in the service
sealor

PRENCIPAT. TERMS OF THY ACQUISITION

Pursuast to the Acguisition Agreement, the Company bas agreed te acquire Lhe enlive issued share
capital of ARC for a totul consideration of [491.468 to be salislied by the issue of the 39,317,500
Consideralion Shares 1o the Selless, at a price of 1.25p per share, Turther details of the Acguisition
Agreement are set ouf in paragraph 7 ol Part VIT of this document.
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The Acquisilion Apreement is conditional, frter efia, on the passing of (he Resolulions al tha EGM;:'.

the peeadmission of the Ordinary Shares to trading o AWM and admission of the New Dl‘ditmry-' L

Shares to trading on ATW.

Ay Sideheli holds ARC Shares, the Acquisilion is decmed 2 “Related Party Transaction™ under ibe:
ATM Rules und Simen Richards is, Lherclfore, not an independenl dircelor Tor the purposes of the
Acquisition, As a result, neiiler he nor Sidebell are able f0 vote on Resolution 1 to be preposed at the
T '

REASONS FOR 'FHE OFFER FOR SUBSCRIPTTON AND THE USE OF FUNDS
The Company intends to raise up to £6435,000, hefore expenses, (hrough the Offer for Subscription,

The net money raiscd, combined with the cirea £550,000 avaitable i Perthshire, will be used for the
purposes of enabling the Entarged Group 10 take full advantage of the opportunities avaibable 1o 3. In
patliclat, the net funds will be used for the following purposes:

& marketing initiatives related to Bod 24 and Red 24 Alery;
ihe developmant of the CRM Centre {including Tasther staft recruilment);
an aceeleratee training progeamme for the personnel &t Lhe CRM Centre;

»
&
& cohancing the [T capability: and
L

addilional working capital to fund 1he expansion of the business.

The New Board belivves that ARC wilk benefit from its shares being traded on ATM because this will
provide i with a higher profile and also with Aexibility in financing s future growth, 11 also beligves
that Admission wilt provide the opportunity for existing and new employees of ARC to participate
directly in the fulure success of the Enbarged Group and inlends Lo promote share ownership
throughoul the Ealareed Group under ¢he Share Option Scheme, furdher details of which wre set out
in paragraph 6 of Part Y1 of this docwmnent.

DETALILS OF TTIE OFFER FOR SUBSCRIPTION

The Corpany intends Lo raise not less than £375,000 and up to £645,000, belore expenses, by way ol
the Offer for Subscription to both Qualilving Shareholders and wiher potential investors. The
Company is offering a total 51,600,000 new Ordinary Shares for subscription at the Offer Price payahle
ins Mubl oo application.

Application must be made for s minimam of 10,000 Offer Shares, which at the Olfer Price cquates to
£125, and thereafter in mubiples of 2 400 Offer Shares.

Applications by Qualifying Sharcholders will be given priority up to their maximune pro rata
culitlement, caloulated on Lhe basis of:

3 Offer Shures for avery 2 Existing Ordinary Shares

held on the Record Date. On this basis, entillements of Qualifying Sharchobders will be rounded down
to Lhe nearest whole number of Offer Shares and [ructional entitlements wikl be aggregated and
abiveated to Qualilying Sharcholders and other investors in such manner as Lhe Prectors and Seymour
Pierce determine i their absolute discretion,

Applications by Qualifying Sharcholders in excess of their pro vafa entitlement may be satisfied mn fult
or scaled down in such manner as Lhe Pircetors and Seymour Pierce determine i then absolule
diserelion,

‘The Offer Shares will, wlen issued and Tully paid, rank pari possi in adl vespects will the issued Existing

Ordinary Shares of the Company and will rank in full for all dividends and other distribulions declared
therealler, made or puid on the ordinary share capieal of the Compary.
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To be valid, completed application forms and payment in tull must be reecived by Connaught St. Michaels
Limtited by 3.00 p.ox. on 19 July 2002,

Fuarther information on the Offer for Subscription, including the procedure for application and
payment, is sel out in Part 1E of this document and an the enclosed Application Form, The attention
oF Orverseas Sharehobders and Oversexs Subscribers is drawn specilficalty to paragraph 4 of Pacl [T of
this docament.

IRRTVOCABLE UNDERTAKINGS AND LNDERWRITING COMMITMENTS

Sidebell, Simon Richards and Tohn Mocalla have agreed in lheir capaeities as Qualilyiag Shareholders
to wpply for 8,000,000, 200,000 and 200,000 Offer Sharcs under the Oftfer [or Subscription respectively
whiclt, at the Offer Price, amounts to £100,000, £2 50 and £2.500 respectively

Suymony Pierce has underwritten Lhe Otfer tor Subscription to the exlent of 21,600,000 Oller Shares,
which at the CiTer Price amounts to £270,000, OF this commitmenl, Sidebell, Robere Whating, Ruperl
Reid wnd Simon Wakeling have sub-underwritten the Ofler [or Subseription Lo the extent of 0,000,000,
2,800,000, 2,600,000 and 2,600,000 Offer Shares respectively which, al 1he Offer Drice, amounts to
L75,000, £35.000, 532,500 and £32,500 respectively.

RESTRICTIONS ON DISPOSAL OF SHARES

Each of the Directors and Proposed Directors has, under the terms of 1he Underwriting Agroeenent,
undertaken (hal, save in cerlain limited circumstances, he will not (wnd will procure, insofar as he is
able, that any persen with whom he is connected tor the purposes of section 340 of the Act will nof)
dispose of any inlerust in Ordinary Shares held by him or his associales on the date of Admisgion for
a period of 12 manths from Admission and then for a further 12 months wilk only dispoese of any
Ordimary Shares with Lhe consent of the Company's broker Mrem time to Ume.

Sidebell hays undertaken, by way of a standstill agreement wilth Suymonr Plerce and Seymour Merce
Eilis, ihat, save in certain limited circumstancas, it will not (and will procurg, insofar as it 1z able, hat
any person with whom it is conneceed for the purposes of section 346 of the Act will not) dispose of
any interest in Ordinary Shares held by il or its associates on the date af Admission for a peried ol
17 menths from Admission and then Mor a further 12 months will only dispose of any Ordinary Shares
with the consent of the Company’s broker [rom time to time.

In acldition, Galloway Limited, Marke! Tnternational Timited, Peter Lsaacs, Tiric Bothbarth, the Regent
Trust Company imited wod John Green have, by way of standsiitl agreements with Seymour Plerce
and Scymour Pierce Ellis, undertaken that, save in certiin limjted cireumstances, They will not {and will
procure, insofar as they are able, Lhat any person with whom they are vonnected tfor the purposes of
section 346 of the Act will not) dispose of any interest in Ordimary Shares held by them or their
associales on the date of Admission for a peried of 12 months trom Admission.

CORPORATE GOVERNANCE

The New Bourd inlends, in so far as possible given the Company’s size and the constiution of the
hasrd, o comply with the main provisions of the Combined Code: Pringiples of Corporate
Governance and Code of Best Practice derived [rom (he final report published by the computice on
Corporate Governance chaired by Sir Ronald Hampel and will be consisicnl with the
recommendations on Corporate Governance of the Quoted Companics A Heance.

The Board has already eslablished audil, numination and remuneration commillees with formaliy
delegated duties and responsibilities. All committecs comprise Simon Richards, whe chairs Lhe
nomination commilles, and John Macatta, who chairs the audil and renyaneration comemiifes, As and
when furifier aon-executive directors are appoitted, it is proposed they will jon these committees.

The audil commilice receives snd reviews reporls Mom mansgement and the Group'’s auditors relating

to the annual and interim aecounts and e accounting and internal conlrol systems in use throughoul
the Tnlarged Growp, The andit committee has unrestricted aceess Lo the Group's auditors,
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The remuneraiion carmmittee reviews the scabe and stracture of the executive directors’ remuneration
and the terms of their contracls. 'The comimittee will also admimsier (he Share Option Scheme and
Share Loan Scheme and be respansible for approval of scnior appointments.

The New Board will setl the romuneration and terms and condstions of appointment of the non-
executive direclors.

The nomination commities is responsible for making ecommendations to the Board in respect of
appointments 1o the Board. The Board has also considered guidance published by the Tnsiitute of
Charlered Accountants in England sad Wales concerning the mternal control requirements of the
Combined Code and has cslubbshed an ongoing process for identitying, evaluating sad munagmg the
significant risks faced by the Enlarged Group.

The Company has adopted 3 share dealing code for Dhreetors’ dealings in the Ordinary Shares by
directors and employees in accordance wilh the ATM Rules and widl tuke all reasonable steps to ensure
campliance by Directors, Proposed Directors and refevanl cmphoyess,

SHARE QPTION SCHEME AND SITARE LOAN SCHEME

It is the intention of ihe New Board to pul in place a share option scheme, thercby cnabling key
gmployees of the Tnlarged Group to parlivipate in fts futiue success.

A maximum of 12,5 per cent. of the Companys issucd Ordinary Share capital from lime 1o time will
be available for issue under option under Lhe Share Option Scheme and oplions will narmally enly be
exereisable on the schievernenl of cortain performance lurgets spoeified by the remuneration comumil lue
at the time of granl,

On Admission, options granted Lo Bircctors, Proposed Direclors and key employees will amounl 1o
11,000,000 Ordinary Shares in aggrepute, representing 10.61 per cent. of the Enlarged Issucd Share
Capital (assuming minimum subscription under the Ofter).

The Mew Bourd also intends to puat in plece a share loan scheme, which will enable the mapority of
crnployees 1o purchase shares in the Company, normally at markel price, with the henetit of an interest
free loan from the Company.

Furlher details of the Share Option Scheme and Share Lown Scheme are sel out in paragraph 6 of
Part V11 of this docwment.

DEVIDEND POLICY
The Mew Bourd has an current intention 1o pay dividends. However, subject lo the requirement to

relain sufficient funds to ensure 1the continuing development of Lhe business, the Mew Board intends (o
pursue a progressive dividend policy as soon as distributable profits are achieved.

TAXATION RELLEFS AVATLABLE TO SHAREHOLDERS

‘Flhe 1nlund Reverme has iven provisional assurances that the Offer Shares should represent gualifying
investments tor Enterprize Investment Scheme (*EIS™) and Vertore Capital Trust ("VOT™) purpases.

FI5 Relief
Income tux Iclicl, capital gains tax exemption, loss relict and capital gains tax deferral together.

comprise 1ax relicts under the E18 kegislation, Reliefs can only be claimed by a qualifying adividual

whiy subseribes for eligible shares in a gualitying compamy, suve that capital gains tax deferral may also: -
be claimed by vertain trustees. An investor cannol claim relief in respect of any amount subscribed in:
cxeess of 150,000 in any tax vear (this limit applies to the aggregate of all potentally eligible shares
and not to each sharc issuc), save that capital guins (ua deferral may be claimed without limit: The:
minimum investment 15 L300 in 2y company in any tax year RS




(a) S fox cebicf Qualifying individuals can eredit an amount equal 1o tux at the lower rate oo
the amoun( subseribed for chgibde shares against (heir olal lukbdity to income tax foe the (ax year
in which the shares are issued. For the 2002/2003 tax year the relist is obiainad at the lower rate
ot 20 par cent. 'Fhe reliel is avallable agamsl UK ax Hability ircespective of whelher or o ihe
imvestor 15 wesudent in the T The amount of reliel given eannot exceed an individual's tax
liability before other reliets given by way of discharge of tax

(6)  Capited periny fax refief. To the extent EIS income 1ax reliel is available and not liable to be
withdrawn, any capital gain sceruinge W the ordginal investor on the disposal of his shares will be
exaanpl [rom capitad guing Lax, provided that the shares have been held Tor at least three years,

(e} Loss relief 1t the original investor disposes of his shares at a loss, the el loss {aller ELS incom
lax relichd may, al the cleetion of the investor, he sel againsi olher 1axable income or chargeahle
paing, at the then applicable marginal rate of tax

(d)  Capital pains fox deferved, The labitity to capital gains tax acising on the disposal of any asset may
he deferred by investing the gain in eligible shares. The investment must be made within the period
beginning one year befors and ending three yuars alier the event which gives nise Lo fhe gain beiog
deforred.

The above is sely a sumruwy of the relevant legisladioa, Tnvestors considering Gaking aslvandze ol any of
ETIS veliel v making a qualifying VOT investment should seek their own professional adviee in order that
they may fully understand how he rules upply in fbheir individual cireumstances.

FFurther information regarcding taxation in relation to the New (Ogedinary Shares and Admission s set
ot in paragraph 12 of Part VIL of this documenl. 10 you sre bz any dost as 0 your ey posiiion you
should consull your own independent Finaneial adviser immediately,

CREST
CRTAT 35 a paperless scttlement procedive enabling securities to be evidenced other than by a
certificate and transterred otherwise Lhan by wrilicn insiroment,

The Txisting Ordinary Shares are eligible for CREST settlement. Accordingly, settlement of

transactions in the Ordirary Shaes nod (he New Ordinary Shares [oflowmg Admission may loke place
wilhin the CREST sysicm if the relevant Shareholder so wishes.

CREST is a voluntary system snd Shoarcholders who wish (o receive and cetam share cortihoates will
be able 10 do so.

THE C1TY CODE ON TAKFOVERS AND MLERGERS

The igsue of Consideration Shares under Lthe Acquisition to the Concert Party gives rise to certuin
considerations under the Code. Briel dulails of the Pancl, the Code and 1he profeetions they afford (o
Sharcholders are descabed below.

The Caode has not, and does ool seck Lo have, 1he foree of aw, T hiss, however, beeo acknowledacd by
bath the UK government and other K regulatory autheorities that those who seek to take advantage
of the facilitics of the securities macksls in the UK should condusl themselves in matlers relaling 1o
lakeovers in secordance with best business standards and so according to the Code

The Code is issued and adminislered by the Fancl, The Code spplics (o all takeovers and merger
transuetions, however eflceled, where the offeree company is, dder alfe, a listed or unhisicd pubfic
company resident in the ITTK and to certain calegories of private limited companies. Perthshire is such
8 company and its Shareholders are enlitled 10 the proteetion afforded by the Code,

Tlailer Buic 9 of the Code, where any person acquires, whether by o series o transactions over a poriod of

fime oF wol, shares whick (taken together wilh shares held or acquirad by persoas acling ia concerl will
himn) cueey 36 per ceni. ar mare of the voting rights of a compary, fhat persor is normally required by the

Pancl ¢n make & general offer to the siurcholders of that company io acquire the balance of the equity
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share capital of the compaay al the highest price paid by hin or any person acting in eoncert with him i -

the previous 12 monihs.

On completion of the Propoesals, assinting minimun sebscription onder the (MTer Tor Subscription, e
Conceri Parily could knld 78,667,500 Ovdinary Shares, representing approxinatcly 75.85 per ceni, of the
Eularged Issucd Share Capitul. At that time, Robert Whiting, Repert Reid and Simon Waleling, members
of the Concerl Party, will each be granted options under the general Share Qption Scheme over 1,408,000
Ordinary Sharcs, cach representing approxisadely 1.22 per cent. of the Fully dilcfed enlarged issued share
capital of the Company. Enoaddilion, Pauline Wakeling and eter Watermeyer, also members of 1he
Concerl Party, will each he granted options under the seneral Sharve Chption Scheme over 200,000 and
150,008 Ordinary Shares respectively, each representing approximately .17 per ceat. and 6,13
respectively of the fully dituled enbarged issued share capital of the Company, At the same time, Bobert
Whiling, Rupert Reid, and Simon Wakeling will cacl be granded Fariher options under the execitive Shaure
Option Scheme over 1LAOU 00 Orvdinacy Shares, each represcating approximately £22 per cent. of the
fdly diluted enlarped issued share capital of the Company. IF all these options were io be exercised in full,
the earliest opportunity Being 31 March 2004 under (he peneral Share Option Scheme and 31 harcl: 2005
nnder the execntive Share Option Scheme, and assuming that no ofher opéions bud been exercived and no
vther Orndingry Shares are issued by the Company dwring ibai time, (he Concerc Parey would hsld
87. 417500 Ordinary Shares (asseming minimun: subscription under the (ffcr), representing
approximuately 77.73 per cent, of (he diloted enlarged issued share capital of the Company as enfarped by
thai issie,

The 1*anet hus agreed, sebject (0 Resolulion 1 being passed on # poll by independent Shaveholders at ihe
Fxiraordinary General Mecting, to waive the obligution for the Concerl Pariy to malke a general offer to
Shavcholders under Bule 9 which would oiherwise arise upon the conpletion of the Proposals apd the
subsequent exercise by any member of the Concere Party of the options referred {0 above, Accordingly,
Sharehalders’ approval for the waiver of uny obligaiions amler Role % is sought in Resolution T,

Rube 9 of the Code Turther provides that, inter afin, where any person, who, fogether with persons aciing
i concert with him, holds over S0 per cent. of the voting righls of a complany, acquires additional shares
which carry voting rights, then they will nol generally be required to make a general offer to the other
shurchullers fo acgaire the halance of the shares net keld by that persen.

Sharcholders shoubd aote that, if the Reseloetions were passed, the Conecrt Party would contrel in excess
of 50 per cent, of the issued share capital of the Compagy if the options granted to them are exercised in
full. For so tong 8s it remains in concert, the Conceri Pas(y would (hen be enticled to increasc its inforest
in the voting vights of the Compuany without incurring a further obligation under Rule 2 of the City Code
to make a peneral offer. Tndividual members of the Concert Pavly woully, hosever, he resivicled from
porchasing turther Ordinary Shares which carey voting cights if their holding of shares in the Company is
in excess of 30 per cend. bul fess ihan 50 per cent. or if the purchase of additional Ordinary Shares wonll
resul{ in (hai person holéing in excess of 30 pur cent. of the voling vighis ol the Company,

Under Lhe Code, o coneert party arises where persons acting together pursuant to amn sgrecmmit or
undersianding (whether formal or informal} aclively co-operate, Lhrough the acqguisition by them of
shares in a company, Lo oblain or consolekate control of that company. Control means a holding, o
wrerale holdings, of shares carrying 3 per cent. or more of the voling righls of the company,
irrespective of whether the holding or holdings give o faefo contmgl,

Cradloway Limited, John Green, Peter Tsaacs, Murkel International Limiled, Jim Mellon, the Regent
Trast Company Limited, Jacqueline Reid, Ruperl Reid, Stimon Richards, Toric Rothlarth, Sidebeli,
Susannall Thompson, Pauline Wakcling, Simon Wakeling, Peter Watermeyer and Roberl Whiting {the
“Coneert Pary™) are persong acting in eoncert for the purposes of Lhe Code, Trelails of the Cooverl
Party and their individual holdings us they woeld be immedisiely following the complelion of the
Proposals ave set out in pacagraph 11 of Part VIT of this docement,

ANNUAL GEMNERAEL MEETING
A notice convening an Anrmal Cenerad Meeting of the Company to be held at (he offices of Wodlake
Bell, 16 Budlord Street, London WC2E 91TF at | 100 a.m, on 22 July 2002 immedintcly Tefore the
FRGM s set out in the acentpanying report and sccounts of the Company. S
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EXTRAORDINARY GENERAL MEEILING

A notice convening an Fatraardinary Generat Meeting of the Company to be held at the offices of
wWodlake Bell, 16 Bedford Street, London WC2E 9HE at 1130w, (o i bk, immedialely following
the conclusion of the Annual General Megting 10 be held a6 1100 a.m. an the same day) on 22 July
2002 15 501 ot al the el of this document.

At the Extruordinary General Meciing the follewing reselutions will be proposed:

1. To approve the Acguisition and to approve the waiver of the obligalion of Lhe Comeerl Party Lo
make o general offer under Rule % of the City Code, "Fhis Resobution will be taken on a pall;

I3

Tor give the directors anthority to allot relevant securities;
To amend the objects clavse of the Memorandum of Associalion;

To approve the change of the Company’s name 1o ARC Risk Munagemenl Gooup ple; and

oo

To clanify the stalultry pee-camphon tights in relation e the alloiment of certain cquity securities.

CAPITAL REORGANISATION
Yol will ace that resplution & set out in the MNotice of Annual Ceneral Meating (which forms part of

the enclosed Report and Accounts) will, il passed, reduce Lhe nominal value of the Qodinary Shares of
5p Mo Sp ko 1p and will ereate the Deferred Shares,

The reason for this is that, as al G date of tas document, (he Oodinary Shaves of Jp ame beinge tradiad
on AIM af 4 price which i less than their current nominal value (5p per share) and under company law
it is unlawful to allot shares at a discount 4o their nominal value, As you are aware, the Offer Shares
are being offered to Qualilving Sharcholders and other polenlial invesiors al a price of 1.23p per Ofer
Share, This price is lower than the current nominal value of the Ordinary Shares of 5p and it is
therafore necessary to pass resolution 4 al the AGM so lhat the nominal value of the shares is lower
than the Offer Price,

Furthermars, in order to replicate Shareholders” current voling, dividend and capital righls,
resolulion 6 creates an equal number of new Ocvdinary Shares of Ipjo the number af Ordinary Shares
ol 5 held by Sharcholders, The creation of Deterred Shares by passing resolution & simply maintains
the current level of the issued shure capilal of (he Company.

A resolution will also be proposed at an appropiiate time to apply to Court to reduce the share capital
of the Company and eliminate the Delerred Shores aliopsther

IRREVOCABLLE UNDERTAKINGS 1O APPROVE THE ACQUISIEFION

Johin Mocatin and Tawrenee Taybourne have irevecably undertaken to wote in favour of the
Reselutions to be proposed at the EGM, including Lhe Resolulion o spprove the Acquisition, in
respect of their holdings of Ordinary Shares, in aggregate representing approtimaiely 7,92 por cont, of
the current wsucd share capital of the Company.

YURTHER INFORNATTON
¥ours attention is drawn ¢o Parts EL to VTT of ihis document which provide seditional information.

ACTION T TE. TAKEN

1. Application Form

T vou wish to apply for Offer Shares undec the Offer for Subscription, you should complete the
enciosed white Application Form il you are a Qualitying Sharcholder or Uhe pink Application Fornu il
you are ool 4 Sharcholder, in accordance with Lhe msiruclions set out in this docament and on the
Applicatinon Torms. ¥ou sheuld return the appropriate Apphestion Form in the enclosed reply paid
envelope together with the appropriate remittance for the full armount, payablc 10 “Connaught 5t

L&

Michacts Tid afe Perthshire™, 5o a8 to arrive as soon as possible and in any cvent not later than 3 p,
on 19 hady 2002, at which tme the Ofer for Subscription will closc. :

2. Fevmof Proxy

A blue Form of Proxy is atlached at the end of this document for use by Sharchobdors ut the
Fxtraordinary General Meeting, Whether or oot Sharcholders imtend 1o be present at the
Extraordinary General Meeting, Lhey arc asked to complete, sign and return the bine Torm of Proxy
Lo 1he Company’s registrars, Connaught 8t Michaels Limiled, PO Ros 30, Creste House, Adma Street,
Taton, Bedfordshire LUL 21U, as soon as possibde but in any event so as to arive o ler Lhan
11.30 aam. on 20 July 2002, The completion and return of 4 Form of Proxy will not preclude
Sharcholders Mmom attending the Extraordinary General Muocting and voting in person should they
wish to do so. Accordingly, whether or nol Sharchalders intend to attend the Extraordinary General
Meeling in person they are urged o complete and return the blue Form of Proxy a3 soon as possible

RECOMMENDATION FROM TIIE INDEPENDENT DIRECTOR

1, us the Tmlependent Director, having been so advised by Seymogr Pierce, believe the Iroposals and the
Waiver of the obligation of members of the Concert Party (both individually and collectivety) to make a
geacral offer to Sharehulders which would otherwise arise under Rule # of the City Code, as described
abuove, o Be Fair and reasonable and in the best interesis of (ke Contpany and its Sharcholders as a wholce,
In providing advice to the Indeperdent Thrector, Sevmonr Picroe kas taken into sccount the Endependent
Dirvetor's commercial assessntent.

Accordingly, 1, &s the Indeperdent Bireclor, reconenend that yon vote in favenr of the Resolutions to be
proposed at the EGM as T intend to do in respect of my own beneficia holding of 200,000 Oriinary
Shares, representing approximately .58 per cent. of (he issued share capital of the Company.

Yourg fadihiully

John hocaica
Non-Tvecutive Divector
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PARTII

RISK FACTORS

The Directors and Proposed THrectors congsider the followwing risks and other faclors Lo be the maost
significant for potential investors, but the risks listed do nol necessarily comprise all those associated
with 20 investment in the Company:

Technology

Whilsl ARC benefits from sibstantial financial savings inasmauch as 10 atikises the T infrastructure of
ils marketing partpers feg. HSBOC), i is commensuralely exposed to the IT failure of those swue
partners. The CRM Cenlre in Soulh Africa has its own crisis manapement plan and procedures,
including an ndependent backup server, but relies on the inlegrily of campantes such as 11530 (who
process much of the data used in lransactions and chient management) te ensure that conlinuily is
achieved in lhe evenl of bruakdown.

Whilst the Prapased Directors befiove ARCTY sysicms and sollware are amongst the most advanced m
the indusiry, il may Gwe compatition from technologies currently being developed or 1o boe developed
in ihe Nuure,

Product underwriling

The key to the Level One product lics in the wndertying inswrance programme. Should there be any
reluclance on Lhe parl of the present underwriters, Markel Inlernalional Timited, 10 continue as such,
there may be a risk of 2 break in continuily, Whilst ARC has prudently put in place potential substitule
underwriters, who have expressed @ willingness to assume the position as lead Level One underwriter,
the risk shoull nevertheless e acknowledged.

IFature revenues

ARC retics on repeat usiness and the sbility 10 seewre cantracts with new customers to generate much
of their revenue Invesiors shoukd not raly on period to period compariseans of revenue uy an dicator
of [uture performanee particularly since the Enlarged Group will now he able to rely on marketing
pariners such as HEBC. However, should new contracts and sales not emerge as rapidly as the New
Board envisages, {ulure wevenues of the Enlarged Group may not be generaied i the time frame
dnticipuled,

Market

Whilst the Mew Board beliwves Lhat (he market for the Enjarged Group's servives will grow, there can
be no guaranise Lhal 1his arket will develop as they crvisage, The Endarged Giroup may need to
comnul grealer rescurces to marketing and prometing the Tntarged Group than has been budgeted
and it is, theretore, possible thal the Company may have resource constrainls on ils ability Lo achicve
its slalod objuctives, There 35 no cartainty hat the Company will be able to raise further tunds at a
future date.

Attraction and retention of key employees

The fulure success of Lhe Folaraed CGrouy depends largeby on Lhe ssperhss of the Thrcetnss, Praposad
Diirectors aned key employvess. The loss of koy personnel and the inabitity to recruit further key
persennel could lurve an adverse cffect on the Enlarged Group’s future Lhrouprh seriously impaimng the
day to day running of the Tinlarged Croup and is abilily 1o develop future projects. To ottset this nsk,
the Company has purchased key man insutance on the life of the Proposed Directors and Messrs,
Worsley-Tonks and Cresswolk,
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Competition -
Fhere can be no guaraniee that the Enlarged Group’s competitors will not offer superiar services or
praducts to the market, Such compamies may have greater financial, marketing, operational and
technotogical resourees than Lhe Erlarged Crroup

The Company’s shiectives may nol be ToHilled
The value of an investment in the Enlarged Group s dependent upon the Fefarged Group achieving

the aims set out in this document. Whilst the MNew Board iy optimistic about the Enlarged Group's
prospects, there 15 no cortainty that anticipated revenues or growlh will be achicved,

Working capital reguiremenls

Whilst the New Board has no current plans for raising additional capital after Admission and are of
the opinion (hal the working capital available to the Enlarged Group will be sullicienl [or the next
vwlve months, there meay e a need to radse exira capilal in the Tuture o capladt fully amy opportanitie,
presented to it

Marketahility

1t may be dilficull for an investor 1o sell his or her New Ordinary Shares and he or she moay receive |osy
that the aimount paid by him or her for them, 'Fhe Now Ondinary Shares may oot be suitable tor short-
term investmeni. L'he New Ordinary Sharves will not be guoted on the Cfficial List. lnvesiments in
shares lraded en ATM traditionally carry a higher degree of risk then mvesiments in shares gqueted on
e Official tist.

The market prive of the Ovdinary Shares may not reflect the underlying value of the Ealarged Grous
Nt ARSETS.

SITTABITATY

The investment described in this docameni may not be suitable for all thase whe receive it. Betfore making
a finul decision, investors in any doult arc advised to consult an investment adviser authorised vnder (he
TFinancial Services and Markets Act 2000 who specialises in advising on the acquisition of shares and other
sCruritics.
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PART 1N

DETAILS AND TERMS OF THE OFFER FOR SUBSCRIFTION

‘Lerms of ihe Offer for Subserifion

The Company is ollering 51,600,000 Ofer Shares at 1.25p per Ofter Share payable in tull on
dpplication,

The Mfer (or Subscription is buing made to Qualifying Shareholders and other potential investors
o1 Ehe terms sot ol i (his document awd in the accompanying Application Forme,

Application must be for a mintmum ol 10,000 Offer Shares and theresfter in multiples of 2,000
Offer §hares, At the Offer Price, 2,000 Offer Shares equates Lo £25. Only one applivalion may be
thade by an applicant {or for hisfher benedo) on an Application TForm.

Subjecl 1o the conditions of the Offer for Subseription, wvalid wppleations by Quahlying
Shareholders for up to their maximum pee rafer cnlilloments (0 Offer Shares, catculated on the
basis of three Offcr Shares for every two Existing Crdinary Shares, will be mel in Tull.

Cualifving Shareholders may, i ey so wish apply foe mone or ess than their maximam o rafa
enlitlements caleaiaied on the hasis set out in paragraph {d) above and must be made o muolliples
af 2000 Offer Shares. However, applicalions in excess of such enliloments may be scaled down
in such manner as the DHreclors and Seymmowr Picree in thicir ahsolute discretion may determine,
includings witheul lmitation where applications are received for more Lhan a total of 51,600,000
Offer Shares

Applicalion may be made for a Qualifying Sharehelder’s full pro rara enlilfbement, However,
appdications tor more or less than ther pro e entitlement muost e made in ameltiples of 2,000
Offer Shares, Only one application nay be made by an applicant {or for his/her benetit) on an
Aophcation Form,

If you are a Qualilving Sharcholder, application for Offer Shares may only be made on the
aceampanying whilc Application Form, which is persenal Lo the person named Lherein, Fhe
Application Form is not a document of Ute and cannetl be traded. Tloweser, the right of
Oualilfying Shareholders 1o subseribe for Offer Shares may give rise to a fone fide market claim in
relation 1o purchases or transters of Existing Crdinary Shares made prior o the daic upon which
the Existing Qrdinary Shares arc marked *ex™ the eetitlement. to the Offer Shares and the right to
subscribe [or Offcr Shares, pursoant to the rules of the Londen Stock Exchange. Any person who
may have recently sold all, or part of, theie holding of Existing Qrdipary Shares shoold consudn
their steckbroker or olher professional adviser awthorised under the Financial Services and
Mhrkels Act 2000 immediately.

It vou are not a Shareholder, application for Offer Shares may only be made on the accompanying
pink Applicalion Form. The Application Form is not 4 document of $itle and cannel be traded.

The Offer tor Subscription is conditional upen completion of the Proposals and the Hnderwriting
Aymeemen| bovoming uncenditional in all respects by no later than 2% July 2002 (o1 such {ater dale
as the Company and Seymour Pieoce ray agree, bog nol Tater than 12 August 2002}, and aot
having been terminated prior to that date.

The Offer Sharves will, when allotied, be Nully paid and rank gy passee in all respects with the
Ordinary Shares then in jssue including the right to receive all dividends and distributions
thereafler declared, made or paid. They will be assucd free [rom alb Bens, changees ad
encumbrances.

The Company and Scymowr Pierce reserve Lhe right Lo ropest, o whole or in part, any applicialion,
o 1o seale down or limit any escess appheation, as they in their absolute discretion think it

() By completing and delivering an Applicalion Form, each applicant (and, it he/she signs fh',:-:_.-. __

Applicalion Form an behalf of somehady clse or a corporation, Lhal person or corpuation):

(i} ofters to subscribe for the number of Oer Sharey specilied by the applicant in histher
Applivation Form (or such fesser number tor which hisfher Applicalion Form is accepled ) ut
the Offer Price an the terms of and subject (o Lhis document, including the lerms and
conditions on the Application Form, and 1he reemaorandum and aricles of association of 1
Company;

(i)} warrants that hisfher cheque or bunkers draft will he honowred on first presentation and
aprees Lhal 1071015 nol 5o honoured hefshe will not be entitted to receive a share cerifioale or
settlement in CREST in respect of the Oler Shares applicd [or or 1o enjov or receive any
rights or disteibutions in respost of such Offer Shares unless and until pagment is made in
clestred Tueds For such Odfer Shares and such payment is accepled by or on behalf of the
Company in its abselute discretion (which acceptance shall b on the Basis 1that the applicant
indemnifies 1t againsl «ff losses, damages, costs, expenses and liabilities arising out of or in
copmeetion with the failure of hisflier remittance 1o be honoured on {isst presenlalion) and
hefshe agrees that, at any {ime prior Lo the uneonditional accepance hy the Company of any
such laler payment, (he Company may (without prejudice to its other rights) wvoid the
apieament to subscrile for such (fer Shares and may allol such OMer Shares 1o somw ofher
person, in which case hefshe will not be entitled 1o apy payment in respect of such Otfer
Shares other tan 1he refund eo himher at histher risk of any proceeds of the cheque or
hanker’s draft accompanying histher applicalion, willhowi inlerest,

(i) aprees that, norespert of thase OMer Shares for which hisfher application has been received
and i nat rejected, acceptance of that application shall be constiluled by nelifiwa;ation of
acceptance thereol by the Regisirars,

{(iv) agrees thal any monies returnable to the applicant may be retained by the Regisirars pending
clearance of hisfler remittance snd Lhal sweh monies wall not beae inlerest;

fvy  warrants thai, i hafshe sipns the Application Form on hehalf of somebody else or on behalf
ol a corporation, hefshe has a due authority to do so on belwdl of thal other person or
corporation, and such person or corperaion will alse he hound accordingly and will bhe
decimned also 1o have given the eonfiemations, warranties and undertakings confained herein
and undertakes to enclose hisfher power of allomacy of 4 copy Uwercol duly certificd by a
solivitor with the Application Form;

{vi} agrees that alt applications, acceptances of applicstions and conlracls resulling Lherelrom
under the Oifer for Subscriplion shall be governed by and constrogd in accordance with
English baw, and that befshe submits to the exclusive jurisdiction of the English Courts and
agrees that nothing shall limit the righl of (he Compuany Lo bring any acdion, swil or
proceedings arising oul of or in conncetion with any such applications, acceptances of
applications and confracts in any other manner permitted by law or in any court of
competent jurisdiction;

{vil} conflirms thal, in making such application, neither the applicant nor any person on whose
hohalf hefshe is applying is relying on any informealion or representalion in relslion Lo the
Company or ARC other than (he infoomabion contained in this decwment and accordingly
agrens Lhal ro person responsible selely or jointly for this document or any part thersof or
involved in the preparation hereof shall have any lability for any olher such informanon or
represenlolion;

{vili}authorises the Registrars or any person authorised by them, as histher agent o do all things
necessary to effect registralion of any Offer Shares subseribed by limdher inte hisfher
mamels) andd authorises any represcntative of the Registrars tn execute any document
required theretor

(ix) agrees Lhal, having had the opportumity to read this document, hefshe shall be deemed to
have had notice of all information and representations concerning the Company, ARC and
the Ofter Shares contained hersing

(x1  warranis that hefshe 1s not under the age of 1¥; and
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{xi}) agrees, on request by or on behall of the Company, to disclose promptly in writing 1o 1wy
informalion which it may reasonably reguest in connechon with hisfher applcation and
aulhorises it to disclose any information relating 1o histher appheation as it considers
appropriale,

Procedure for Applicalio
The Application Torm, which accompanies this docement, contains [l details regarding
application and payment.

Applicants who wish to apply for Offer Shares under Lhe Offer for Subscriphion must complete the
Application Form in sceordance with the Ingtructions printed thereon and return i, together with
the appropriate remittance for the [ull amount payable on appication, either by post ar by hand,
(o the Registrars 5o as Lo arrive as soon as possible but, in any event, no later than 300 pm. on
19 Tuly 2002, Application Forms reccived aftor that time may not be treated as valid, Tt is
recommended that at least three warking days are allovad for delivery. Appheations will not be
acknowledged.

Cheques or bankers drafts should be cressed “Account Payee enly” and made payable to the
Repistrars, “Connanght St Michacts Ltd afc Perihshire”. They must bu drawn in sterlting on a bank
ar huilding soeicly or branch thercof in the United Kingdom, ihe Channel Lslands or the Tsle of
Mun, which is either a setilement member of the Chegue and Credit Clearing Company Limited
ar the CHAPS Clearing Compary Limited or 2 member of either of the commitiees of the
Scattish or Bellast Clearing Houses or which has amranged for its cheques or bankur’s draft to he
cleared 1hrough the facilitics provided by either of those companies or cummittecs and must bear
1he appropriate sord code in the Lop right hand corner, The Company reserves the righl o neject
applications unless these requirements are fulfilled. Cheques and banker’s dralls qre liable to be
presented for paymenl upon receipt. ELis & lerm of the Offer for Subscription that cheques shall
be honoured om [irst presentation. The Company may elecl Lo lreat as invalid any apphcabion in
respeel of which a remitlance i3 not 50 honoured.

Moncy Liumdering

i1 is a term of the Offer Mor Subscriplion that, to enswe compliunee with the Money Lavnduring
Regulations 1993, cach of the Company and lhe Reglsirars as receiving agenl on 15 behalt is
enlitled o reguire, at its absolute diseretion, verification of identily from any person lodging an
Application Form (#n “applicant”} inctoding, without limilalion, any person wha either:

() lenders payment by way of a cheque or bankees draft drawn on an account in the name of
a person of persons other than Lhe applicant, or

(i} appeurs w (he Company or 1he Registrurs 10 b acling on behalt of some wther person.

By lodeing an Application Form each applicant underlakes 1o provide such evidence ol identity
at or promplly after the todging of an Applicalion Form or otherwise wilhin such reasonable time
therealicr as the Company and the Registrars may in their absoluic diseretion allow, in order (o
ensure complianee with the abowe Repulations.

Pending the provision of cvidence satiswetory to the Company or the Registrars as to the identity
of the applicant andior any person oo whose behadl Lhe applicant appears o be acting, the
Compuny or the Registrars, in thelr absoluly diserction. may retain an Application Form Lo ed
by an applicant andfor the cheque or other remittance rekaling therete andfor not ciier he
applicant on the register of mumbers or issue any share cortificate to them,

It veritication of identity is required, \his may result in & delay n dealing with an application and
ultimately in rejection of the application, 1o order to avoid this, payment shoull weally be made
by means of a cheque deawn by the person named on the Application Torm. If this is not
praciicablic and o cheque drawn by a third party or building society cheque or banker’s draft is
used, the applicant should:
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{d)

i)

4,
)

(b}

(v}

(i write (he nome and adedeess of the person named oo the Application Torin on the back 'ui"; )

the chegue, building society chegue or bankwr’s deafl and, in the case of an individual, record
hisfher date of birth against busfher name:;

(1) il a huilding society cheque or bunker draft is useel, the building society/bank should be
asked to endorse on Lhe chegue or bankess draft the name and accovnl number of the
person whaose building society or bank aecount iy being debiled. The buitding sociciy or bank
endorsement should be overlaid with tha branch stamp:

(i) i the applcation is being made as agent {or one or more persens, Lhe applicant should
irwlicate on the Application Form whether he s a UK or T regulated person or institution
{2.£. bank or broker) and specify his status H he is not & UK or EU regulated person or
islitution, e should contact the Regislrars in e first imstaonsee foe gindane,

The Company reserves the vghi, in i3 absolute discretion, for it or the Repisiraes to refect any
application  respect of which the Compuny or the Repstrars congider thay, having requested
veritication of identity, they have ot receved evidence of such identity satistactory to tham by
such lime as was spoeified inthe request for verification ol idenlity or in sy event willin
regsonahte period. In the event of an applicetion being repected Inoany such circumstanees, (he
Company reserves the righl in ils absoluie discrction, but shall have ne obligation, either to reject
the offcr by the applhicant. ta subseribe tor any Cifer Shures or o lenminale any contrast relatinge
10 ar constituted by the retwn of o completed Application Torm (in which event the minnies
payahle to or paid in respoct of the application will be returned {without interest) Lo Lhe sceount
of the drawes bank fram which such swms were originally debiied b apdfor o cndeaveur 1o procare
ather subscribers for the Ofler Shares in goestion (hal in cach case without prejudice to any rights
which the Company andfor the Registrars may have to take proceedings to recover any loss,
dumage, costs or expenses sutfered or incurred by il ss v result of the fadare 1o produece
satisfactory evidence as aforesuid),

Mo ol the Company, the Registrars or their sdyisers shadl be responsible or bave any Liability
for loss or damage (whether actual or alleged}, costs or cxpenses arising trom the election by the
Company or Lhe Reglstrars or their advisers to treat an spplication in respect of Oller Sharcs
lodged by any applicant as invalid or to tepminele suy conlraed of alloonent as a esall of the
Company or the Remsirsrs nol having reeeived evidence as to the identity of the persen lodging
the relevant Application Torm reasonably satisfactory to i wilhin a reasonable lime of having
requested such information or in any evend by 3.00 pracan 26 Tuly 2002

Clverseas persons

Mo person receiving a copy of Lhis document andfor any Application o in any territery other
than the TUK may treal the sante as constituting an invilalion or olfer to him, nor sheold be i any
avent use such Application Form, weless in e rofevant tereitary steeh an ivitation or offer could
Lnwfubly be made Lo him or such Application Torm cowld lawtully be used without comphliance
willt sy unlulfilled registeation or other lapal requiromenls, Any person receiving o copy of 1his
document andfor an Applicalion Ferm cutsice the TTK and wishing to make an application for
amy O0Ter Shares st satisly himself as to the full observance of the laws of the relevant terrilory,
including nhtaining any governmentas or olher consenls whuch may be reguircd and abscrving any
ather formalilies needing 1o be obsurvid o such territory and is responsible for paying any ssue,
translor or other taxes duc in such territory.

The Company reserves the righl, in s absolute discection. to treat the Offer tor Subscription as
having nod been inade in any particwlar case i it believes scceptance of any applicalion Lhereunder
wonld or may violate applicable legad or repubslory meuimancis,

‘The Oy Shaecs have not beea and will not be registered or qualitied under Lhe Sccurities Act of
(933, as amended, of the United States {“Sceuritics Aa1™) and no clearance has heen or will be
obtained [rom Lhe Sceuritics Cormmission or any similar avthority of any provinee or leeritory of
Canada. Accordingly, except where a transuction is exempt under the Seeurities At ihe Offer
Shares may not be offered, sold or lranslorred, directly o indirectly, in or into the United States
of Amcrica (inchwling the Siate and the District of Columbia) ils (erritories, possessions and
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othar arcas subject to ils jurisdiction {*United States™) or Canada {tegether “Norlh Ameriea™) or
to o for the aceount ar benetfit of & North American Persen {as delined below).

Mo Application Form will be distribuled Lo any holder of Existing Ordinary Shares whose
registered address is in North America and thiz documenl s therefore sent to any swch
Shareholder for information onty. If an Apphication Form is received by any North American
Person, or the agent of a North American Person, he should not make an application unless it
conslilules an exempt transsclion under the Securities Acl. Application and paymenl under an
Application Form will constitute a represcatation, warranty and undertaking that cither the
person enlitled 1o it is not a North American Person and will nol hold or acquire any of the Olfer
Sharcs in North America or for the account or benelil o a North American Person or 1hat the
acceptance conslilules a transaction which 15 cxempt under the applivable securitics laws.

For the purpose of this document, the term “Naorth Amcrican Person™ means o citizen or resident
of the US or Canadla, a corperation, partnership or nther entity created or organised in or under
1he lws of the U8 or Canads and an estate or irusl, L ineone of which is subjecl 1o LIS or
Canadian Federal Invome taxation, regardioss of s source, but doss nol include a branch or
agency of & bank or insurance company that is operating oulside the 118 or Canada for valid
business reasons as a kepally repulated branch or ageney cngaged in the bankimg or msurance
husiness and not solely [or the purpose of investing in securities not regislered or qualitied under
the lwws of the IS or Canada {ss 1he case may be}

No prospecius in relation to the Oer Shares has been nr will be lodged for registration with the
Registrar of Companies lor the Republic of reland. Accordingly, the Offer is not being made i
the Republic of [reland and ne Application Form will be sent directly or indircetly Lo any address
in the Republic of Treland unless olherwise determined by the Company and the Registrars in
Lheir absobute discretion. Similaely, unless so delermincd otherwise, applications sent [rom or
post-marked in the Republic of Treland, will be deemed to be invalid.

T'he Offer 45 not being made in the Conumnonwealth of Australia, its states, (crritones or
possessions (“Australia™) nor will any Application Form or other material relating ta the Ofter be
sent directly or indirectly to any addeess in Australia unless othurwise determined by the Company
atd the Registrars in their absolute diseretion. The (HYer Shares will nol be avalable for
suhscription or purchase by any resident of Australia (including corperations and other entities
orpinised under the laws of Austealia, but not including a permanent establishment of any such
corporation or enlily located outside Australia), Unless otherwise determined by the Company
and the Repdstrars in their absolule discretinn, applications senl [rom, or postmarked in, Australia
will be deemed te be imvabid.

Any person receiving a copy of this docuntent andfor an Application Farm in any oversess territory
whu is in any doubt as tu {he matcers dealt with in this paragraph 4 shoulé consult thekr professional
alvisers without delay,

5, Settlemant and deuling

Subject to the Oer for Subscriplion becoming uncondilional i all respects, the Ofter Shares are
expeetid Lo be admitted to (rading on AIM for normal aceount settlement on 29 July 2002,

Dlefinitive certilicales in respest of the Otfer Shares issued in cerificated form are expected to be
despatehed by 5 August 2002, No temporary decuments of title will be dssued and pending Lhessie of
definitive share cer(ifivsles, transters will bo certified by the Repistrars ngainst the regsster.

In the case of those applicants who have CREST slock accounts, the Oer Shares Tor which their
applivations are accepled will be crediled 1o thnse accounts, subject (where applicable} to the provision
of the rekevant infarmation requested on the Application Form. However the Company rescrves Lhe
right to issue any such Olfer Shares in certifieated form. I practice (his nighl s only hkely to he
exercised n Lhe cvent. ol any difficullics or delays in the admission of the Otter Shares to CRES or s
fuilure or breakdown of CLAESY or the systems aperated by the Regisirars in relation wo CREST,

2

All clocuments or remittances sent by or o an applicant, or as hefshe may divect, will be éuni'tlirhi.lg}f U
the post at his/her own sk, Al payments under the Ofler {for Subscription must be made in pounds’ :
slerhing. .

6.  Farither information

Your attention s drawn Lo the Turther informalion sel oul i dhiy document and the terms and
conditions scf out in the Application Form and Lhe guidance notes thereto.
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PART 1V

ACCOUNTANTS' REPORT ON PERTHSHIRE

2 BAKER TILLY
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Scymonr Pierce Eliis Limitued
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Jubiles Walk

Three Bridges
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Wesl Mugsox RTTLO TLO

2% Jue 2002
Mcar Sies

PERTHSHIRFE. LEISURE PLC (“Perihsiire” or “the Company™)

Introduction

We report on the financial information of Perthshire as set out below. This report has been prepared
for inclusion in Lhe admission docament dated 258 June 2002 (“the Admission Documenl™),

Perthshire was incorporated in Seolland on 28 December 1983 ss Tarquhar-Mathieson Holels
Seotlund Limited (registered number SCOB606%) On 21 November 1891 Farquhar-Mathicson TTotels
Seatland Fimited changed ils name to Perlhshire Leiswre Limited. 'The Comparey re-repistered as a
public limited company under the name Perthshire Leisure ple on 28 Aprit 1999,

Busis of preparation

The financial information set oul below is based on the audited financial statements of Perthshire for
the Lhree years and three months ended 31 March 2002, The statutory accounts for the fifteen meonlhs
ended 31 March 2002 were andited by Baker Tilly of Spectrum TTouse, 20-26 Cursitor Slrect, London
LC4A THY. The statutory accounts for the years ended 31 December 1999 and 2000 were andited by

' HLB Kidsons (now Raker Tilly) of Speetrum Tlouse, 20-26 Cursler Strect, London EC4A THY. All

s andit reporls were ungualified,
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Responsitility

The Hinancial stalemenls are Lhe responsibility of the Direclors of Perthshire, whio have approved ihuir. -

1usLe,

The Directars of Perthshire, (opether with the persons namsecl in the adhmission docwment as proposed
Drireciors of Perthishice, are responsible for the eontents of the Admission Doctment, in which this
reperd is included.

it iy vur responsibility to prepare the [insneial information s2t out in owr report from the statutory
Mnancial statements, 1o form an vpimion on the financial information aod 10 report our vpinion 1o you.

HBasis of npinion

We conducted our work in accordance wilh (he Statemients of fnvestment Cireular Reporting
Standands issued by the Auditing Praclices Board. Ouwr work incleded an asscssmenl of evidence
celevant to the smounly and disclosures in the flinsncial wformation. The evidence included the
financial staieemenls of Perthshire for the Lhree voars and three months ended 31 March 2002, The
audil reports in respect of thesy poriods wore ungualified.

Our work alse neluded an assessment of sigmilicant estimates and judgemenls mede by Lhose
responsible tor the preparation of the Geancial statements underlying the Musnoal infornation and an
assessment of whether the accounting policies arc appropriale to the Company's circumslances,
consislently applicd and adeguately discloscd.

We planned and perlonned our work so as to oblain alf Lhe information and explanations which we
considered neeessary in order to provide us wilh sulticient evidence to give reasonable assurance that
the financial intormation i [ree Mo material misstutemenl wheither caused by frand or other
irregubsrily o Croor,

Opinion

In cur opision, the financial mformation gves, far the purposes of the Admission Document, a true
and Fair view of the losses, cash Nows and total recognised gaing snd losses of Perthshire for the three
vears and three months crded 31 March 2002 and of 1he state of affairs of Perthshire at the end of
cagch of these periods.

Consenl

Wi consent to the inclusion w Lhe Admission Bocument of this report and accept responsibility for
this report {for the parposes of paragraph 45(5(B)(ie) of Schedule | to the Public Offers ol Securilivs
Regulations 1995
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PROFIT AND T.OSS ACCOUNTS
YEARS ENDED 31 DECTMBER 1999, 2000 AND 15 MONTHS ENDED 31 MARCIT 2002
13 mnils

Year ended  ¥een ended eitced
31 Decomber 31 December 31 Meehr
MNore 1959 2000 2002
£ 1) £k} £t
‘Turnever — disconi inped activitics 1,824 2372 1,167
Clost of sules (566y {?23_} (3767
Grass profit 1.258 1,649 791
Administzalive cxpenscs {1,540 3 {1 ,Sﬁﬂ} (1,350
Operating loss  — continuing activities r_ {%2) (127} (134
discontinued auliviiies L {2000 {(¥8) {425}
2.3 (282) (215) {559}
Exceptianal ient - loss on disposat of fixed
assces (discontinued ackivities) - {442}
Interes! receivable 4 15 a a
Enlercst payable 3 {_I} {51 (i
Loss on ordinary selivities before eaxation (258} {216} (994
Taxaticn on loss on ordinary aclivities & - -
Lass tor the perial (268 {2L6) {994
RBevaluation serplus realised on sale of revalued asscls 6 - :
Dicerease in reizined profitsfinerease in _
accnmuotaied Iosses {202) (2143 (994}
Retained prefitsfuccumulated Tnsses) brought forwand _ A (Ee7) _{(413)
Accumulated lasses carried furward {]{J"_f_} {413 {1,407
Lows per share {penee) 9 {0-92) {0.63) (2.8

Total recognised guins and lossces
The Company had no recognised pains or losses olher than those shown in the profit and loss aceount,
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BALANCE STEFETS
AN AT 31 DECEMBER 1949, 3000 ANT 31 MARCIT 2002
3 Decaniber

31 Devember

31 March

Mite 1060 A 2002
£ LT £°008
Fixed assels
Tangible assets ] 1,673 1,556 1
Curren asseds
Stocks I 42 29
Debtors 12 235 192 i)
Cush al bunk and in hand 284 324 526
34l 545 SBG
Creditors: smounds falling due within one yeur 13 (47 (561} (i)
Mot enrrent assets{liabilities) a] {1a) 520
Tikad assets loss corrent liabilitics 1,764 1,340 521
Creditors: amounts [alling dus
afler more (han ane year |4 {33} {25} -
Mot assets 1,731 [543 521
Capital and rescryes
Called up share capital 15 720 L7720 1,720
Share premium account & 208 208 2
Revaliakion reserve 16 -
Profl and lass account & (107 {413 {1,407}
Equity sharchollcrs' funds 17 1,731 514 ‘izt
3t




CASH FTOW STATEMENTS
YREARS ENDED 3 DECEMBER 1999, 2000 ANTY 15 MONTHS ENDED 31 MARCH 2002
L5 manis

Vewr ended Yoo vidvd endeed

31 Decomber 31 Deceniber 35 Mareh

Maje foan 200 2002

008 L7000 £
Net cash inflowi(outflow) from operating activiies I8 (111 o4 {715
Relumn on nvestments and servicing of linance 14 14 (1 T
Capital expenditure R o (33} {45) (0_43}
Mot cash inlowf{outfow) before financing {150} 44 235
Financing Lo - 154 (%) {33
Incresse in cash in the year 204 41} 202

RECONCILIATION OF NET CASH FEOW 10O MOVEMENT TN NET FUNBSKDTRT]
YEARS ENDED 31 DECEMBER 1999, 2060 AND 15 MONTHS ENDED 31 MARCH 2062
{5 mentifis

Year ended Yeor enced eneferd

38 Pecember 3T Decemnber 34 Moeh

Mefe fgd 208k 2002

g £ £7000

Encreasc ir cash in the year 204 41 2
Decresse i oans Gld -

{Ineecase)decrease in hire purchase loans B {4{_]_} g K]

lncrease in aef Tundsidecrease in net slebi T8 4% 235

Operring net {debtytunds (533) 243 24

Closing net Tuncls 20 24.’_3_ 1 326

a2

1. Accoumating policies T
The financial information has heen prepared under the hstonical cost convention, as modified by the

revaluation of cerlain tangible fixed assets, and in accordance with applicabl: United Kingdom
Apcouming Standands, The fallowing principal aceounling pobivics have been applied:

Loy
Turnover represents the value of goods sold and services provided; excluding value added lax, and
arises colirely willin the Unsied Kingdom,

Temg e fived assers
Prepreciation is provided at the totlowing annuat rates in order (o wrile ofF cacl assel over ity estimated
wusetual lite:

Flertable praporty — 2% on buildings and nil on land
Short leaseheld properiy - ower (e 1erm ol the loase
Fixtures and Gilings [ 0% ter 2% on cost

M otor vehicles — 25% on cost

‘The depreiation charge s me apportioned in the periods of acquisition and disposal of assels.

Stocks

Srocks are valued at tha lower of cost and net realisable vailue, aller making due ailowsnce [or obsolei
and slow moving items,

Preferreed focaiion ~ pears ended 37 December TOUD and 31 Decemnber 2000

TProvision is mde at currenl rews for tasabion deferred in respect of allb material timing differences
crecpt 1o Lhe cxtennt thay, in the opinion of the directors, there bs reasonable probability the the liability
will not arize in the foreseeabde future.

Frefirred foxetione TS rweehs ended 31 Mavel 2002

DMrovision is made ol curtent rates for Gction lHaibkieies deferred in respect of all material timing
differences. Deforesd tax assets are only recognised in the financial statements where thee is a
reasonahble certainty of recovery.

The vhange i pobicy arose as a result of the introduction of Finsncial Reporting Standard Mo. 1%,
etfective tor accounting perinds ending on or alter 23 Janwary 2002, 'The sdoplion of Lhis slandard by
the Compiuny did not resull in any changes 1o the atounts inchaded in the Yinancial information.

Flive purehiase cind fease connritienty

Awsely oblained under Tire purchase contracts or finance leases are capitalised in the balance sheet.
Thase held under hire purchase contraclys are deprectnied over theie eslimaled wselok ives, Those keld
under finames leases are deprecialed over thewr catimated usefid lives ar the lease term, whichever is the
shorter,

The interest element of Lhese obligalions 15 charged to the profit amd 1oss account over the relevant
perioed, The capital clement of the future payments is treated as a liability.

Rentals paid under operating leases are charaed to the profit and loss account. as incurred.

Fensions

The Company operates a defined contribution pension scheme. The assets of the scheme are held
separately frem thaose of the Company in an independently administered Tund, Contributions payable
[or Lhe period sre charged o Lhe profit and loss aceount.
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Analysis of operations

6. ~tait costs

5 fnf?ﬂffi'.ﬁ'_.

Yoar eucfee! 31 Decemder fEy Yo cptued 30 Drecoteeheyr 20 £ rwrerifis eeradod 37 Aareh H02
- ],JJ._H_} . | mj} . ) pr'_s} Yeur ended Yeor ended entded
Firte CTRMGITINRY ETR e, Al CAnBRLRT Rt e TRENNE e 2! Deceiilier ” Frocorifer 3T Adern j
IR L0 LUK L i LN LMD £ + TN : - g %1}
PR 200 JUer2
e [P - 1.824 2,372 - 372 1.leT i.le7 ] . L £000 L7000 L7006
¢t OF sulos (566) _ (366 {723) (723} (3763 (376 Staff costs Jm-.lut_lmg cxecutive directors: _
Wages and salaries 33! i 508
_— - ¢ : .
(I;:‘ljns::: pmhl. 254 - 1,258 1,65 . L. Gk 71 791 Sooigl sceurity costs Ly (4 40
Admimistralive Oither ponsion cosly 4
expenses (55400 (2 (1458)  (1864)  (127) (LI O3 (1) (L.218) PENsIon costs 4 . 4
- I
loss (2R3 (A (200 (213 {127) [k (554 (13 (125} o
Murfrer Meuniher Nrinfer
Avcrage nuntber of employees:
3. Operating loss OTiew and management 12 13 9
’ Sales 34 3 33
13 mensthis i - T . 6
Year ended Veor codled enplered i 46 44 &

32 Decewmber 31 Deceniher 3T AMfarch : -

foaG 200 22
L L0060 £000 . \ .
The operaling boss 1s slated afler chargm pflerediting); 7. Directors’ remuncration
DEDI'ECiE'LtiUH - ovwned asseEts L1l |49 107 Yoo coeledd 35 Dieeesafer TG0 Yoo ewecled 30 Pevmmber 000
_ ugsets on hire ptll’Uhi!E&; COnLTcls 3 L 7 -‘:aj:.frr.l'y. .E'.'.'Ifrjltr!f’ﬂ' Tentend E'.'l.:l'.'-". " Herler E.'m'.l.u:r.'f'nf' Tirtel r*..‘L.'rF. .

) . . — . G Denetfils TS Tenion funtilag L fivn BRETLNNT Hensizn
{Profit)loss on dlSPL_]b'ﬂl of 131_1g'b|‘“ Iﬁ){{‘:d ASSCLS {1 2 b L el cowerrifneleon conrilting o e fen deined cewtrifad i cerriethidinn
Anditors’ rermuneration — andit services 19 |5 21 £ £ £ L £l 000 £ £t

— non-audil services 5 L0} 4 w _ _
Operating lease rentals  land and buildings 174 267 196 5 A Richards 8 - 8 12 [ -
— E_-qui;pment 4 3 4 M ..I.Ii:lp].il'.l. al g T 2 53 11 G 3
—_— PICows 3k 3B 2 43 43 2
J E A Maocaita 13 - i3 13 - I3 -
5 Thean i ® - - -
4,  Tolerest receivable E M Brown 4 - 4 - -
L3 months A ) Gibbons - - - L] - 11}
Year ended Year ended eneleed 7 ) N
F December 11 December 21 Mareh 132 ‘} M[ 4 131 . I..l.. 142 3
{990 MM 2002
A L1HH L) L5 months ended 31 Mareh 2002
_ ) Serferry Futimated  Total exel
Bank and other interest 5 j —9 by henefits Frension Lension
eF feen infoind conivibution  condribiion
£ L1008 £ £4000
3 A Richards 23 - 25 -
5 Tnierest bt
MErest paysble A D W Tuplin 70 21 g 2
. o PG LY P J CU"‘r’H B3 GBIliJ 2
Year ended  Year ended earelied
. _ J E A Moacarta 25 - 23 -
3 Becember 31 December 31 Mech A | Cribhons 13 _ 12
fgg 2006 22 ’ SE— . -
£E0 £ Ll 195 2t 24 4
Hire purchiage interest 1 5 2 (i) Includes [45,000 compensatian for less of office

(Y Tocludes £30,000 compensation [or loss of ollice.
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§.  Taxation on loss on ordinary activities

{(n) deex charge for the period

No laxation charge arises on the results for the peried ended 31 Mach 2002 (year ended
31 December 20000 £Nil; year ended 31 Decernber 1999 ENIlY because of the trading loss [or
those perieds. The Compaty has capilal losses for tax purposes af 31 March 2002 ol .Eﬁﬁ?,_ﬂ{}[}
(3| December 2000: £312,000; 31 December 1999: £312,0001 available to carry lorward against
future capital gains and vxeess managemenl expenses of £77,000, subject to agreenient with the
fland Revenue {31 December 2000; Trading losses carricd lorward of £307,000; 31 December

1999 £26:5,000).

(b} Fuctors affecting taxation for the perisd

The tax for the pertod does aot equate Lo Lhe Toss before tax al the standard rate of corporation
1% in the United Kinsdom {30 per vent.). The differences are caplained below:

Laxss on ardinary aclivilies hefore taxalion

Loss on ordinary aciiviges multiplied by the

standard rate of corparation tax in the United

Kingdom of 30%
Ellces oft

Txpenses nol dudnetivle for tas purposes
Differenes hetween depreciation and capilal

allepaances

Difterence between loss on disposal of fixed assety
and capiial loss for wx purposes
Tax losses nod available in the period

9.  Loss per share

Attributable loss (E7000)

Average number of ordinary shares in issuc (see now

Loss per share {ponce)

I3 nranid

Yorerr conedeeed Yewur eneled enicfed

3 December 31 Dhecemtber 37 March
1oag 200 262

£} L7006 Lo

{268) _ {216} ({)E}_'_-_ﬂzj

(&N {65) {(298)

23 20 33

{ 56) 23 K]

- di

i13 13 2006

Year enced Yeor encled

15 mmeth

Aidded

3f December 3 Devonifer 31 March
{ 690 2w 202

(268) _ {2HO) {994}

20192, 320 34400000 34,400,000
{0.92) ({163} {2,857

Fudty diluted loss per share is not required 1o be disclosed under the pravisions of Financial Buparting

Standard Moo 14,
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1), Tangible fixed assets

Cost

E Tanuary 1999
Additions
Drsposals

3] December 1999
Addilions
THaposals

31 Drxecember 200
Additions
Drisposals

31 Mlarch 2002

Depreciation

b January 1999
Charge for the year
THspozsals

3 December 1999
Charge for the year
Drisposuls

31 December 2000
Charge for the poricd
Ehisposals

31 March 2002

MNet book amoeunt
31 dareh 2002

31 Decernber 2000

31 Decemnber 15990

Nhowr Fixtures
Hevitaile fegruebiafed cirpef Moror
e preerty Jhirings vefrielen Totul
LD LN L08R £tk £000
30 941 4206 34 2,240
5 G614 “335 44 gl4
(844) - (180) (34) {1,058}
- [,551 S 44 2 (1
13 a2 - 43
- - (3 (31
1,504 53D 44 2,134
— : 4 4
(1,564) (325 {dd) {2,133}
_ 3 o
G0 246 f74 15 S0
7 54 44 9 114
{76] (98 {24y {195
- 00 124 3 423
- &4 a5 i 160
e | {1 (13
- 384 154 14 582
62 45 7 Fid
- (445} (2213} (21} {638
- i - 8
— — 1 - 1
- 1,180 346 30 1,556
- 1,251 sl 41 1,673

At 31 Warch 2002 the net book amount
contricts was £Nil {31 Pecember 2000: £30,000; 3 Decernber 19905 £41 D00

11. Stocks

{londs for resale

7

fawy
L1}
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31 December 31 December

2008
L

29

of motor vehicles being acguired under hire purchase

i1 Mareh
2002
LN




12. Debtors
Amounts due willin one yeur:

31 Decenber

T Decemfier

31 Maveh

f90g 260000 2002

Lotk £000 L0tk

Trade debiors 11 24 -
(Hher debtors 14 é 5%
Prepaymenls and accrued incoms 124 L ;
235 1492 4]

13. Credilors: amounts talling due within enc year

31 December

S Db

31 March

foog 20t 20012

LIekd £7000 LIk

Trade ereditors _ 263 288 in
Obligations ander hire purchase contracts" G R -
Orther taxation and social security o0 131 ]
Other croditors - -
Accruals and deferred ineome 109 1734 30
470 561 Enf_’]_

{iy The obligations under hire purchase conteacts arc scoured on the related fixed guscis a% showamn in

note HL

14, Creditors: amounts faliing doc after more than one year

31 Becemtber 31 December 41 Mareh

FRa 2000 2002

£'000 L1 £'000

Obligations under hire purchase contracts™ 33 25 -

(i} The obligations under hire purchase conéracts arc scensed pn the relaled [ixed asscts as shown in

note 14

The terms of payment of creditors falling due aller meore than ene year arc as [ollows:

3F Pecember 31 December 3 Murel

Juoy 20042 212

£ L1 £000

Payable between one aird 1w0 years E% 25 -
Payable balween iwo and five years 25 -
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15. Share eapital

A4 Deceinber [O00 3 Devernder 2000 34 Mearch 2002
Mirher L MNugrrher £t MNistrrbieer E08
Authoriscd:
Oriinary shares of
Spcach &, 03k D30 5000 100,000,000 5,000 100 300,00 3,000}

Allatted, called np

and fully paid:

Oncanary shares of

5p each 3 400 DO 1,720

34,400,000 1,720 34,400 000 i.720

During the vear ended 31 December 1999 Lhe Companys ordinary shares of £1 cach were subdividerd
inle ordinary shares of 5p cach and the authorised share capital of the Company was incressed to
L5 000,000 divided into 100,000,000 ordinsry shares of 5p cacl, by e crealion of o addionsd
BOL000,000 ordinary shares of 5poeach,

The Company issued 1400000 ordinary shares of 5p each at o price of 875p per shane during ihe
vear ended 31 December 1999 in g placing at the time of the admission of the Company™s erdinary
shares 1o trading on 1he Alternative Tovestrnent hMarket of the London Stock Exchange.

At 31 December 1999 and 31 Decomber 2000 1he Company had outstanding 675,000 options over its
ordinary shares of 5 cach. These options were exercisable at B.75p per share between 30 April 2002
and 20 Apeil 20090 All of the 675,000 share oplions oulstonding a1 3P Duocember 1999 amd
31 Drecember 2000 lapsed during the period coded 31 Rarch 2002

16, Statement of mMovement on reserves

Shere FProfit

promiium Revaluation eoeef feay

aeront reserie QCCOHNE

£°06) F XL £00¢

| Jimuary 1999 - £ 5
Premium on issue of ordinary shares 5403

Expenses on issue ol ordinary shaoes (332)

Hevaloation surplus realisedd on sale of revalued assets - (60} 6

F.oss for the yvear {268}

31 Decomber 1599 2008 - {1977

Loss for the vear - (216}

31 Drecember 200H) 208 - {413}

Loss for the pericd ()

31 March 202 IR — (1407

The cxpenses on issue of ordinary shares in 1999 included £45,000 paid to the Company’s auditors &3
reporting accountants in conneclicn wilh the Company’s Netation on (he Alcraaive Tnvestment
Market of the Tondon Stock Taxchange.
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17. Reconcilintion of moyvements in equity sharchoiders® Tnnds

3 monties

Year ended  Year ended encfod

A Drecenmher 31 Peesmtber 3§ Aferrcdh

puris 2000 2

£} £ L1008
1.05s for Lhe period (268) (216} {994

lssue of ordinary shares (net of expenses) o258

MNet additiond/{reduction) 1o sharcholders” funds ol (2E6) {994
Opening shareholders’ funds 1,071 [,731 £ala
Closing sharcholders™ funds 1,731 1,513 521

18. Reconciliation of operating loss to operating cash flows

15 manths

Year ended  ¥eor ended el

JF Devember 31 Decenther 35 Mach

JT4od 200 20002

£'000 £008 £'000

Operating loss {282) (215 [559)
Diepreciation charges 114 16} [ 14
Eossi{profity on disposal of tungible asscls i) 2 f
Drecrensci{inercaset i sfocks (&) 13 a0
Tiecrease/(increase} in debtors (7<) 43 82
increasef{decreass) in credilors 134 91 &7y
Met cash {outflow)intlow from oparating aclivilics {111y 91 {715}

19,  Analysis of cush flows

F5 inenrths

Year endedd Year ended eeled
31 December 31 December 3 Mareh
n e 260 2062
L F0N) L/

(i) Retura on invesiments and servicing of finance
Tinterest received 13 4 4
Interes( paid {n (5} (2]
Met cash (owtflow)finfiow from relum on
investmenls and servicing of Mnance 14 {1} 7
{h) Cupital expenditure
Pracesds from sale of tangible fixed assels Ral 947
Payments to acquire tangible [xed assels {914} {45) {4)
Met cash {outflow)finflow trom capital expendiiung {5'5} {45) ‘M;i_
{c) Financing
[ssue of shoare capital 260 - —
Expenses of issuc of share capital (332)
Repaymeni of loans {014) - -
Moy hire purchase losns 42 -
Repaymenl of hire purchase loans {2) (8} (33
Met cash {outflow)inllow From lnancing 154 {8} (3N
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2% Analysis of chunges in net Tuadsfidehl) .
Dt

I Pl clree i afior
Fpide ceeee! i L wpare ey
in Bondd R Yo e yeE Traieid
L) L) £EMHD £
I Fanwary 1999 Bk {15} {000 (535}
Cash flows 2 g 366 778
OLher non-cash changes (1} | -
1] December 1009 254 (8} {33 243
Cash (lows 4 o - 45
Other noo-cash changes ) b -
31 December 2000 324 (8] {25] 20
Cash oo 2 [ 14 235
Other non-cash changes - (fr) f
31 Marvch 2002 326 50

21, Drefereed taxation

The Company has a delorred tax assel nob ineluded i the Gnancial stalements of £205,000 a1 31 Warch
202 {3] December 2000k E185.000; 31 December 19495 £148 000}, calculated at a corporation tax rate
of 30 per cenl., analyscd as frllows:

i Decernfrer 3 Deoeinher T Merets

Jog 200} 2002

£000 £°006 £

Cupital allowances in advanes of depreciation 24 l -
Tax losses carred Torward (173 f12%6) {2015}
(1497 (185) {205}

22, Operating lease commiiments
A at the end of euch pered the Company had the Tollowing commilments wwker operating leases Jor
the following year

3! Decenber 31 Deceniber 37 Muorch

1500 2600 20002
FRETY L Ltk
Land und buildings
Teases which cxpire:
It more than five years 267 267

Theé Company disposcd o ils inleeesls in il leaschold properlics during the perdod ended 31 March
20402 bt retaing a contingent kability in respeet of two of those properties should Lthe assignees Fail to
tulfil their obligations under the lease.

To respect of ong lease, which cxpires in 2083 and where the annual reed 35 DE5.000, the assignee's
olligations are guaranteed by a major clearing bank. 1n respact of the other lease, which capives in 2013
and where the annual renl is £103,000, the assignee’s obligations are sceured by a rental deposit of
E77.5000 Tn hoth cases the directors consider it unlikely that there will be any cost o Lhe Company.
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23, Reluted party teansuciions
(a)  Ender an agrecment dated 3 April 1999 the Company has, since that date, paid Sideheil Limited,
ity former holding company, £1,000 por month for the use of Sidebell’s offices and ihe wse of
gocountancy services. 5 A Richards is a Director and shareholder of Sidebel] Tinited.

{b) During the period ended 31 Mareh 2002 the Company sold one of ils trading umis Lo Cheeky
Bars Limited {formerly K. | Tinited) tor & consideration of £225000, T>W Taplin and P J Cova,
whr resigned as dircelors of Perthshire Eeisure ple ai the date of the sake, have an inleresl in the
shares of Checky Tars Limited.

(e} S Dean was a Dircolor of the Company [rom [ May 1999 te 31 December 1992 and was also 4
Director of Speymill Contracts Limeted. During the vear ended 31 Deceruber 1599 Speymiil
Contracts Limited underlook refurbishment work sl the Company’s nightclub and bar premises,
the churges [or wineh were £250,000.

24. Tinancizl instrements amd risk sumumgsry

The Compauny’s financial instruments comprise, tor the purposes of Financtal Reporting Standard
Mo, 13, cash and shorl-leom deposits, trade deblors and creditors arising from operations and hire
purchuse credilors,

The Company has financed its operations from equity share wsues, The Company had net cash [unds
at the end of all periods under review,

The miain risk arising from the Company’s financiad instruments is ieterest rate risk. The Bourd revicws
and agrees polivics for managing risks, whikch are sunmarised below:

{10 Frtevest rote visk
As neded above, the Company has Onaneed its eperations through equily share issecs. Surplus
cash Tunds are invested on short-term deposit, The directors continually review the Company’s
portfalic of shorl-lerm deposits to ensure Lhat best rates of return are being achicved, whalst
minimisieg the risks imvolved by placing funds with reputable third party banking orgatisations.

(i)Y Ligatdity visk
1'he dircetors do not consider that the Company currently has a lguidily nsk.

(111) Currency risk
The Company does nol trade overseas or with customers or suppliers oulside the United
Kingdoem and therefore hag no exchangs rale fisk, :

Fair value of financial instrumenis
There s no malerial difizrence between Lhe fair value and book vadue of Tmaneial assets and labilities.

Yours faithfully

Baker Tilly
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ACCOUNTANTS REPORT ON ARC

| BAKER TILLY

£ hertered Aceeianty
Specioum House
20-260 Cursitor Slreel
Eondon EC4A THY
www hakertillv.eo il

The Threclors and Praposed Direclors
Perthshire Leisure plc

'Fhe Cosch House

Bill TTll Park

Wokingham

Berkshire RG40 30T

The Birectors

Seymour Meree Limiled
20430 Clornhill

Lendon EC3Y 3NY

anrd

T'he Direclors

Sceymour Picree Tillis Limited
Talisman House

Jubilees Walk

Three Tiridaes

Crawley

Wosl Sussex RETIG T

28 June 2002
Ticar Sirs
ARC RISK MANAGEMENT LIMITED {“ARC" or “(he Company™)

Irtroduction

W reporl on the Dnaneial information of ARC as set ot helow, This report has been prepared lor
inclusion in the admission document dated 28 June 2002 {“the Admission Documene™).

ARC was incorporated e Fogland and Walcs oo 31 May 2000 as Sideguide Eimiled (repsiered number
40(4496). On 22 August 2000 Sideguide Limited changed its name 1o ARC Risk Management Limited.

Basis of preparation

The (nancial inlormation set out below is based on the audited financial statemees of ARC for the
periads Mrom 310 May 2000 10 3 March 2002, The statutory secounts for the year ended 3F May 2001
and tor the ten months ended 31 March 20072 were awdited by Price Firtmn of Prince Consort [Touse,
Alberl Embankment, Lomdon SE1 714 All audit reports were ungualitied.

Responsthility _
The financial statements are the responsibilily of the Birectors of ARC, who buave approved their issue.
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The Lrcetors of Perthshire Leisure ple, together with the persons named in the admassion document
as proposed Directors of Perthshire Leisure ple, are responsible for the conlents of the Admission
Tiocument, i which Lhis report is incluled.

Tt is our responsibility to prepare the financial miormation set out in vw- report from the statutory
{inancial statemenls, Lo Farm an opinion oo the financial information amd to report our opimen (o ¥oL.

Basis of opinion

We conducled onr work in accordance with the Stutemunls of lavestmest Cireular Reporting
Standards issued by the Auditing Practices Boavd, Ouwr work includicl an assessment of evidence
relevant to the amounts and discloswres in the financial information. The evidence ncluded the
financial stalements of AR for the periods from 31 May 2000 to 31 March 2002, The audit reporls in
respeet of these periods were ungqualificd.

Our work alse included an assessment of siymilicant esfimates and judgoments made by those
responsille for the preparation of the finaveial statements underkying the fi nancial information amd an
assessment of whoiher the accounting policies are auppropriate to the Compuny’s circumstances,
consistently applied and adequately disclosed,

We plunned aml performed our work 50 as to obtain all the infrmation and cxplanations whiclh we
congidered neeessary in ozder (o provide us with sufTicicat evidence Lo give reasonable assurance Lhat
the financial information is free [rom material misstatement whether caused by [ruud or other
irregularily or urrot.

Oipinion
i aur apinion, the financial intormation gives, for the purposes of the Admission Docuntent, o lruc
and fair view of the losses, cash [lows and tetal recopgniscd gains and losses ol ARC [or the perinds
from 31 May 2000 t0 31 March 2002 and ol Lhe state of affairs of ARC at the end of each of Lhesc
puriinds.

Cuenseni

We consent (o the inclusion in the Admission Documenl of 1his report and aceepl respoosibility for
Lhis reporl for the purposes of paragraph 45 1}{b)i1) of schedute 1 to the Public Oiters of Securilics
Regulations [994.
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PROFET AND LOSS ACCOUNTS
YEAR ENDED M MAY 2001 AND 10 MONTTIS ENDED 31 MARCH 2002

e o weonihs

etelee! Al

31 Muy J} March

Noje ELEN 22

L £tk

Ternuver 3 358 432
Cost of sales {243) {158}
Gross profii 115 274
Administrative expenses {331) (524)
T.xss oz prdinary activitics betore faxation 3 {216} (252
Taxation on loss on ordinary sclivilics ) -
T.oss for the period {216) {152}
Accumulated losses brought forward {60
Aceimnolated losses carvied torward (216} {408)

The protit and loss account has been prepared on the basis that all astivitiss are continuing.

Total recogniscd gains and losses
Fhere are no recopnised zaing amd losses other than Lhose passing through the profit and loss account.

BALANCE SHEETS
AS AT 31 MAY 2000 AND 31 MARCH 2002
35 ey 38 March

Mue 2001 2002
£'000 £000
Fixed assets
Intangible assets 7 201 330
Tangihle assets £ b 2
270 i
Corrent assets
Debors a9 115 113
Cash at bank and in hand 27 28
144 14]
Creditors: anounts falling due wilhin one year 1] (30%) §334)
Met currest liahilities (162} {195)
Mot asscts (038 156
Capital and reserves
Cullod wp share capital 11 1 2
Share premium accound 12 323 622
Profit and loss seeount 12 {3E0) {468)
Equity sharcholders' funds 13 08 156
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CASHTLOW STATEMENTS
YEAR ENDED 31 MMAY 2601 AND 10 MONTIIS ENDED 31 MARCH 2002

Yeerr It nnrtdis

ineleef ended

38 May 37 Merch

Nofe 2thid 20602

LK £7000

Met cash onillew lvom operating activities fd (226)
Capital expenditure 15 (97 (i)
Met cash ouilMow before Bnancing (97} (242)
Financing 15 124 200
Tncreasef{idecrease) in cush in the period 27 (42)

Significant non-cash transsctinons

Puring the yenr ended 31 May 2001, the Company acquired 200,000 of product development costs
tor the issue of [0 ordinary shares,

Puring ihe 10 months ended 31 March 2002, the Company acquired SI00,000 of product development

costs for the issue of 800 ordinary shares,

RILCONCILIATION OF NET CASH ¥FLOW 10 MOYENMENT IN NET FUUNDSHDERT)
YEAR ENDED 31 dAY 2001 AND 180 MONTITS ENBED 31 MARCH 2002

Yeer I montiis

enreledf endod

A8 May 21 Muarch

Merfe 2081 2002

L0 £330

Increasef{decresse) o cash i the period l6 27 (42}
Opening net funds - 27
Closing net Munelsfdebl 7 (15}
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1. Accounting policics
The financial information has been prepared under the historical cosi convention and in accordance

will applicable United Kingdom Accounting Standards. The following principa) accounting policies
have beco applicd

Teirmever

Turnover represents amounty recctvable for poods and services net of value added lax and trade
dhscounly,

Research and develomment

Devclopment costs dre written off to the profit and loss account as incwred unless the directors are
satisfled as to the technical, commercial and finsacial viability of individual projects. Tn Uhis situation,
the expenditure is deferred and amortised aver the period dunng which the Company is expeeted 1o
benefit as Rofows;

Produet development costs E%0 e annibi

Tanrgible fived asicts
Depreciation 1s provided at rates caleulated to write off the cost less estimasted residual valve of each
asset over its cxpeeted yselul Iife, as follows:

Tty and [ilings 25% per annum

Deferved taxotion — pear eteded 37 May 2007

Bieferred taxation is provided at appropriate rates on all timing differences usimg the lubilily method
oniy to the extent that, in the opimton of the dircctors, Lhere is 2 reasonable probability that & laiaiiy
or assel will crystallise in the toreseeable future.

Dafereed taxation — I nuraiha enifed 31 Merely 2002

Deferred lax 15 provided in full in respect of taxation deferred by Liming dillerences between the
treatment of cortain nems Jor tazalion and sceounding purposes.

The change in policy arose as a result of the introduction of Finaneial Reporling Standard Me. 19,
ettective for acconnting periods cnding on or after 23 January 2002, The adogption of this slandard by
Lhe Company did not result in any changes (o the amounis incleded in the financial information.

Forefen curvene) frenmsbintion

Monetary assels and fabilities denceminated in foreign currcneics are lranslatled into sterling at the rates
of exchange ruling at the balance sheet date, Transactions in foreign currencices are recorded at the rale
ruling at the date of the transaction. All diloomees are taken Lo the profit and loss account.

2. Turnover

The total wemever of lhe Company has been derived from its prineipal activilty wholly undertaken in
the 1nited Kinpdom.
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3. Loss on ordinary activities befors (axation

Luss on ordinary aelivitics before 1axation is stated after
charging/{crediting):
Arnortisation of inlangible assels
Depreciation of tangible assels
Loss/{prefit) on foreign exchange Lransactions
Auditors remuneralion — andil services

— vt audit services

d.  Salf eosts

Staff costs ineluding directors:
Woges and salaries
Soial seourity cosls

Average number of employees (including divectors):

5,  Threctors’ remaneration

Ennduments for qualifying services:
B G CWhiting

R T A Reid

[* 3 [smacy

B FG Reid

W 1 Brayshaw

Yenr #r mionths
enrelef eriled
31 May i Afarch
o0 2002
£ L0
24 32
3 3
l (1
7 7

2
Yo 16 mronthy
anreteed encleed
3F M 31 March
2601 2002
£ L0
015 148
9 12
114 [ &0
Nrnber Moiker
3 14
Yoor I promthy
arcted crefee!
IF My 31 Mareh
26 2002
FRLEY L0
3 4
G _
8 13
- 3
4
14 20

In addition, B G € Whiting received £24,000 in the peciod ended 31 March 2002 (year ended 31 May

2001 £22.000) tor services performed wholly in Sounth Africa.
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6. Taxation an loss on ordinary activifics
{a) Tax charge for the period
M taxation charge arises on the resulls for he vear ended 31 My 2001 and the 13 monthys ended
A1 March 2002 becawse of the frading boss for these periods. The Company bas Lrading losses for
lax purposcs al 31 March 2002 of £792.000 (31 May 2001: £430,000) avaifable to carry foraard
apainst futwre profits, subject to aprcemunl with the Tnland Revenne.
(by  Fuctors affecling taxaiion for the period
The tax tor the period does not cyuate to the loss hetore tax ot the small companies” mic of
corporalion lax in the United Wingdom (20 per cend. ). The difTermeres are cxplained below:
Yeor I maonidy
wnedred ended
31 My 31 Adarch
20 Jo02
Lt £
Loss on ordinary aelivilies belore taxation (216) {252}
Loss on ordinary activides multiplied by the small companics’ rale
of corporation tax in the United Kinpdom of 2Fa {43 {500}
Effecls ol
Txpenses not deductible For tux purposes - 1
Difference between deprociation, amertisation and related lax
allowaneey {33} { B0}
Tax losses not available in the period 05 683
7. Intangible fixed assets
Procuct
developiient
LIRS
£'06
Clost
31 Dby 2000 -
Adldiiong 2R3
3t Delay 200 284
Additionsg 14
31 March 2002 IHE
Amortisation
3 May 2000
Charge for the year 24
31 May 2001 24
Charpe for the perind 32
31 Mazch 2002 a6
Met book amount
31 Mlarch 2002 330
31 May 2001 26}
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8.  TFangibl: fixed asscts 11. Share capital _ _
ey, i1 May 3t March

Sfitifngs & 2003t 2062
gefidipitent s £'000 £°06)
L1708 E Anihorised
Cost : 100,000 ordinary shares of | 0p cach 10 14
3 May 2000 —_
Addilious 12 Allotted, called up and fully paid
T . i 5,727 {2001; 11,200y ordinary shares of 10p each 2
31 My 2001 12 ey — =
Additions 15
T i Dhurmga the yoar ended 31 May 2001 the Company sswed 11,200 ordinary shares at a premi I3
31 March 2002 27 19 B ¥ ¥ Lty ¥ [ um o
_ £323,000.
Depreciation ; ) . ) _
31 My 2000 Buring the e monlhs ended 31 March 2002 the Company issued 4,527 ordinary shares at a proentiym
Chavge For the year o 3 of £299.000.
31 May 2001 3
Churge e the period _ _3 12, Statemeni of movemenl on reseryes
31 March 2002 & : Share Profir
Jrreniiig el derva
Net bnok amount fecount cCCaint
31 March 2002 21 £000 £000
31 May 2001 9 31 May 2000 . -
: Premivm on tssue of ordinary shares i
_ T.oss for the year - (214}
9, Debtors 5; 31 May 2001 323 (216}
31 May 31 Mareh Premium on issug oF ordinary shares 294 -
2001 2002 Lass for the period (252)
_ £ £ 31 March 2002 G222 {405}
Amounts due within one year:
Trade debiors 113 i
Other debtors | 2
Prepaymenls and acerued ineane 5 d| 13. Reeconciliation of movemenis in cquity sharcholders” fonds
14 113 Year 10 months
il T wieedeed ened
3 May 38 March
2001 2002
. Creditors: amoenls Falling doc within one year FOHN 006
¥ Mey 31 March g
2007 2002 Toss for the period (216) (252)
£000 L0 i Proceads from issue of ordinary shares 324 300
BEank | ; 1rafts 43 ; Mot adeition to sharcholders’ Tunds 198 4%
unk loans and overdrafis - X . o e B
Teade crediiors 117 E{l_ Opening shareholders’ funds 143
Other taxation and social seourity 21 36 Closing shareholders’ Mgy S 156
Aceruals and defereed income 170 b6 CEL e — T
308 336

The bank loans angd averdratts are securcd by o fixad and floating charge over all Lhe nsseis of the
Cuomparny.

o
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14, Reconciliation of operating loss in operating cash flow

Crperating loss

Amorhisation of intangible fixcd assets
Trepreciation of tungible fived assets
Decredsefinercase) in debtors
Ineecasef{decrease) in erodiiors

MNet cash aulllow trom operaling aelivitics

5. Aunadvsis of cash flows

{a} Capital cxperiiifure
Yayrnenis [0 zcquire intangsgble Macd assets
Payments to scquire laneeble tixed assels

Mt cash ontflow from capilal expenditure
b} Financing
Tssue of shuare capilal

Mot easd inflow from financing

14, Analysis of changes in net fundsf{dedn)

31 Muy 2000
Cash flows

31 Muy 200
Cash flows

31 March 2002

17, Capital commitmenis

Year T it fis

enelet enfacl

3 Mar JE Ao

2 2002

L) L0880

(216 {252)

24 32

3 3

L) &

308 (13}

- {218)

Yeur 10 montiy

etncled ernilvel

a0 May 31 Mureh

2 2002

£ £t

(55} (1

(12} '[3_ :']

(47} {16)

124 26D

124 200

Cersh oot
Bl aind Berrnle

in hond everelrafi Tored
C LD £ £'H
27 - 27

27 - 27
I {43 {42y
24 (43 (13)

The Company has entered into an agreement o pay an amounl not cxeceding £450,000 as additional
consideration tor the sequisition of producl development costs, afready in use by the Company. The
gquantuen and lming of this amounl is refated to turnover and will be payable within 17 menths of

31 March 2002,

18, Treferred taxation

The Company has o delferred tax assel not ingduded mihe Toanciad statements of £92.000 a0 31 Masch

2002 (31 Nlay 2001 43,0000, caleulaled ab a corparation tax rate of 20 per cent., analysod as folfows;

3 My 31 Moareh

26H 2042

£'000) L0

Capital allowances in advance of depreciation a3 a9
Tax losses carried forwasrd (36) flol)
(43} {92}

1% Relzied parly (ransactions

During the year ended 31 May 2001 and the ten mosths ended 31 March 2002 the Compaeny undertook

Lhe following transactions with companies lueing diveeiors and sharcholders i commen:

o CIGLOO0 (2000 L293.0007 tor the purchase of preduct development costs and fixed assets from
Eurisc Bimited. B J G Reid is o director and benefwial sharcholder of Burse Tamited and the
Company, Thee was w balance cutstanding at the perled end of L7000 (200F: 2110000, plus a
further commitment as explained in note 17,

®  FAL GO0 (0L £27,000% for consultaney screvices From Tarise Special Risks Timited, B T G Reid
and § G Wakeling are directors of and 8 Waleling is a shareholder of both Eurise Special Risks
Limited and the Computny, £1,000 (2000 £3,0000 was oulsianding ol the period cnd.

Traeing the year cnded 31 May 201 the Company undertook the following transactions with
companies having directors and shareholdess in common:

& L34 000 for 1he provision of administrative services, and £32 000 consultancy fees from Frontier
Group International. B J A Reld is a director of Frontier Group Inlemmalional amwd was g dircelor
of the Company [rom 1 July 2000 10 3 October 200t CT6.000 was outstanding at the year end.

&  Markel International Limited, a shareholder received £23,000 of insuranes premiuims.

The direetors consider 21 1hese 1ransactions o be at conunercis] rites,

Yours Tailhlully

Baker Tilly
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prowises at 8889 Chalk Furm Roud Tondon NW1 The semaining renn surtendered  was
approximaicly 20 vears and one month. The Company mide a paymeal of Z25 000 1o Yaleuting
Hotels Limited i respect of the surrender. Ly addition akso on the 20 November 2001 (the same
parties entered mdo an wereemenl whereby e Compuny sold certain stock af ¢he satd premiscs Lo
Yalenting floteks Timided lor a consideoration of €3 899 19,

Ou 26 Sepretnber 2001 the Company {1} and Dominie Taplin 2) entered nto a compromise
agrecinenl  respect of the termination of Tominic Taplin's vmployuent as o divecler with the
Company, The Cowpany paid an aggregate sum of £45000 1o Dominic Taplin in respecl ol e
tertingtion of his employment, the first £30,000 of wlach was paid gross, with the halanee of
L15,000 being paid subjeel Lo lax. Pursuant to (e compromidse agregment Daminic Taplin forfeited
all pplions he had in respect of the shares of the Company.

O 26 September 2001 the Company (1) and Peter Cova {23 emtered ito a compromise agresment
in respocl of the termiaation of Teter Cova ‘s employment as o dircelor with the Coupany The
Company paid sn ageeregale sum of LI0000 10 Peter Cova in respect of the termimadion af his
employment. 2 of which wis paid gross of tas, Pursoiend Le Lhe compromise agresment Peter Canvn
locleited ail optians e had in respeel of The shares of the Company.

Cna 17 August 2001 the Company (17 and Embussy Bondon Limited (2) entered nilo an agreeiment
fior the sule of the Company's isiness of g nighrelnlbfrestaurant carried on by Lhe Company al Uie
[premizes known as the ground flear and basement of the building known as 2%30 Cld Burlinglon
Street, London W, logether wiily corain assets of Lhe Company refating to the business includmg
Ll Cornpany’s interast in the fease hoebd in respeel of Lhal pronises. The Company received a sim
al £R00LU00 in constderation for the sale together with a forther wmounl i respeet o Lhe slock and
cash floar Tefl @l the business. Cader the terms af this agreement the Company give corliin
walranties and indommilios Lo Bobassy London Linited 1o vespect of the business and the assets
being sold,

O 3 August 200H the Company 1) wnd KT Limiled (23 enlered milo an agreciucnt in respect of the
sale of he Company's business of o nightctub and members e carricd on by Lhe Company ad e
premizes known ws Chrooud and Basement Floars, 23 and 27 Brewor Street, Tandan W, lapether
with certain assets o the Company relating Lo the business incduding the Company's interest in the
lesse held 1o pespect of that premises, which completed on 26 Seplember 2001, The Company
received woswn of 1225000 for the sale topedher with a Turlher wnounl inorespeet ol he stock leli
at the business, Under the terms of this agreement the Compamy gave cerbain warranlics and
indemairies to KT Limided in respeel of the business aud assetls sold,

G 7 Felwuary 2000 ARC (13 saud Lurise Linuted §2) entered inte a sale and purchase agresment
whereky ARC purchased et of Lhe business ol Lurise Limited Legsther with its assets [or a 1otal
comgideralion ol {1} a cash consideration cyual o comsultaney lees onlslanding sy wi 31 Deeernber
2000 under a consubluncy services agreement dated X4 Augest 2000 helween Burvise Tid and ARC
£1iY 20 per cent, of the gross profit of sakes of Level Oue praducts for a peried of three years on a
guurlerly basis i arrears in recognition of Lhe sebstan izl reseerch asd developient underiaken by
Ul seller with respect to the Teved Ome Progranmme and (Hi} u puyment by e purchaser L the seller
of £25000 an aceounl of the income pavments an the cconrrence of an invesdment by Lhird parly
af more than £200,000 in the purchaser's share capital. The global consideration fipure for the
payents made i this romard will net eaceed L750,000 and with the agresment sxpiving on &
Fehrosry 2004 here remains & masimume amoonl payalle of o oel BE45000). Under the lerms of
thiz agreement Lhe purchaser undertakes not to sell, transfer ar otherwise disposc of” (he husiness
for a peripd of three yeurs alllougls 1this condition is unaffected Ty the acquisition process,

O 20 May 2001 ARC {17, Lucise Linwted (23 and Markel International Timired (3] entered o Deed
ol MNovation., This was supplomental Wooan agreenaent duled 14 April 2002 whereby Markel
Interoutional Limited loaned £2000000 o Eurise Tld. Tnder (e werms of Lhe deed of novalion
Eurise Lid. assigned the burden of the Tnan with effect froem the said dwde in consideralion ol
£200,000 7.5 per cenl. Liber vosecured convertible loan nates betng issned by Furtse Fid to ARC.
The effect of this arrangement was Lo redvee ARCS Hubifity woder 1he sale and purchase apresment
fidentified) i 7.2.1 above Ty £200,000. Following wdvice Jrom ARCY suditors this amoant was
wrillen up i its balance sheet as an intangible asset in acoordance wilh standard secounting
Praviive.

O 24 May 200F o leiter Lo ARC () fram Markel International Tamited (2} agreed no Lo seek
repayomewnl ol the loan {ussigned Dom Burise (o ARC pnder the deed of novation identificd im 7.2.2
abowe] on condilion (hat shares i1 ABRC are ssoed o Markel Loternational Ltd instead. Marlel
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Taternational T.0d thereby by wuy of sel oll subseribed 10 1600 ardinary shares of 10p cach Tuliy
pald i ARC af L1235 per share,

724 Cn 24 May 2001 an agreement between ARC (1) und Markal International Taigited (23 wus cotened
it whereby Markel International Timited acknowledoed lending ART £75000 on 12 April 20010
upon 1he Tollowing terns: e Jean shall not bear interesi amd iw consideration of the oan 1,200
ardinury shares of Fp cach in ARC are alledled 10 Mackel Interaatonal Timiled. AR also apreed
that it would affer Markel Tnternabional Liniled e oplion Lo wnderwrite all bsuranes risls uoder
itz Level One progranune and that it's net assels, mulerial contriaets and liabilitics were a5 stated,
Tlie arrangeinent was underlaken as a small capital raising exercise,

725 On 13 Oclober 2001 ARC undertock the exercise abf haying back 1,2 of 15 own shires from
Bdarket Inlernulionw] Limiled in cowsideration of issuing £80,000 Libor+2 per cent. ansecyred
comvertibic loan noles to hMackel Internalionsl Limdeed, Fhe purpose of this arvanpmement was Lo
enaure that no single sharehobder ramed over 20 per cenl. ol e issoed shave capital (v arder Tor
ARC to qualify for a “Smakl Firms Toan Guaranice Schome backed by the ITT loan from LISBC,
ils baekers.

7248 On 28 Lebroary 2002 ARC (1), i1s existing shareholders (2} Sidebell T.4d (3) and Calloway Lid (4)
entered inlo g deed redating Lo the sharcholding, share securities and manapement of e Company.
TInder the ferms of that sgrecrent, fnter effe, Muckel Inlernslional Lld apreed Lo convert ARC's
L8000 Likbor 112 par cent, Joan nodes (dentiled g1 7.2.5] inle 1200 ordimury shares in ARC, Also
sereed was the issue of 160,00 ordinary shares in ARC to Sidebell Tamered and NGO ordinary
shures Lo Cralloway Lintiled in consideration of each paying C100,000 10 ARC.

FA7 O 28 Murch 2002 ARC (1), Lorse Bimited (23 anel CPric Bothbarth €30 entered inte a deed of
novatian Ty which the harden of 8 loan (tom Ll Bolbbarth 1o Yureise Limiled i the sum ol
ELDG000 was assigned to ARC. The cffcet of (his arrangenend was Lo reduee ARCS labilivy under
Lhe sale and purclase apresment (identified} in 72,1 ghove Iy 100000, Following advies from
A RO audiloes L amount was wreitlen wpoin g8 balance sheet as an intangille asser in Accordance
with standurl accounling praclice.

ZER O 29 Mareh 2002 Fric Rothharth wrole o leller Lo ARC agreciye nok 1o seek repayment of Ue boa
identified in .27 ahowve on the candition that such debl wis sel-ofT by the sue W himseli of
B00 oedinary shares of 109 each in ATRC, The sharcs were therelyy issucd for w comsiderdion o £125
pur shure.

220 {6 June 2001 the sharcholders of ARC (1} and ARC (23 entered into a shareholders’ apreement
Eor the purpose ol regudating cerlain matlers relating, infer adie, Lo e mansgement of ARC, Hv a
deed dated 28 February 2002 the puarties wereed Lo erminale Lhe shareholders’ sgrecipenl.

7200 O 29 NWlay 2002 Sidebelt Timited (1) and ARC (2) eotered inlo o Joun Taeility povseesod Lo wlich
Sidebefl agreed to make avaifalle a loan Eacility of wp e £50,000. On 27 Junc 2002 Lhe purlics
werced Lo urwend such agreement and accardingly the facifity was increased o £100LOIN and ihe
dravee dovam ol the sdditonal lunds 1s conditional upon the exchanpe of the Acquisition Apreement,
Asg at the date hereaf ARG hus droven dowar s Ldal of £30,0040.

A Litigatiea

Neither the Company nor ARC is enmeed in wny liligalion or arbilrudion proccedings which may have ar have
el during 1he owelve manths preceding the date of thiz docmment a signilicant elfect on the Imancial pesition of
the Compauy or ARC wul wo such Higation ar arbitration proceedings are known to the Thrcelors wd Lhe
Proposcd Dircelors 1o be pending or Chresloned agaise the Company or ARC,

a. Working capital

The Dircclors and Propased Dircclors are of the epiniow that, having made due and carsfod cogeivy and after
taking account nf bank and ather fucilitics availuble to the Company and Lhe nel proceeds of the Oller [or
Subscription receivable by the Company. the working capila] wailable o the Company will, from Admission, be
sullicienl for its presend requirsinents, 1hat is for at least the next twelve months.
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