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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,
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®  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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