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Chairman’s Statement

Director. Tom has been closely
involved with ICG since its
foundation in 1989 and has been on
the 1CG Board as a non-executive
director since June 1993. He joins us
from HSBC James Capel, one of
ICG’s original shareholders, where he
was a director. Tom brings with him a
wealth of experience and contacts in
the company’s core marketplace of
UK management buy-outs and will
have particular responsibility for
widening and deepening the markets
for the use of intermediate capital in
the future.

John Curtis, our Financial Controller,
has been appointed Company
Secretary.

ICG recruited two new members to
the executive team during the year,
one British and one Danish, and
expects to continue this gradual
recruitment process to match the
growth and spread of the business.

Prospects

As ICG and its mezzanine financing
product become better and more
widely known both in the UK and
Continental Europe, ICG believes that
it will see a large and broader spread
of financing opportunities. It is
possible that within the UK MBO
market the increasingly competitive
lending attitudes of some banks may
in the short term constrain ICG’s
lending activity. However ICG is
confident that, in the light of deal
flow from all other areas, it will
continue to increase the loan book
during the year.

ICG is confident of its ability to
continue to generate reliable core
income. The incidence of capital gains
and provisions by comparison is
inevitably less predictable. ICG vl
make further capil.}] gains from
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realisations during the current year,
although the outlook for exits during
the next 12 months is not quite as
strong as it has been over the last two
years, This is a result of ICG’s
portfolio being relatively young and
its Continental European portfolio,
which has increased materially over
the last two years, potentially taking a
little longer to mature and be realised
than UK investments.

Overall the portfolio is well diversified

and performing satisfactorily.

ICG benefits from its position as the
clear market leader in the European
mezzanine market place as it does
from being a fast moving, reliable and
flexible provider of specialist finance.
ICG believes that, because of these
attributes and its ability to adapt its
product to meet changing demands
there will continue to be significant
opportunities open to it in the UK
and Continental Europe. ICG
therefore looks forward to the future
with confidence.

On your behalf, 1 would like to thank
all the directors and staff for their
efforts in achieving another year of
growth and success.

Murray Stuart
Chairman
15 April 1996

Murray Stuart Chairman



Business Review

The Western European Market for
Intermediate Capital

1. The UK buy-out market

1995 was a year of exceptional
activity within this marketplace with
the highest value of buy-outs taking
place in any year since 1989. The
value of UK buy-outs of over £10m
amounted to £5.6bn compared with
£2.8bn in 1994.

This growth in the market was in
part spurred by the continuing
enthusiasm of large companies to
divest of non-core subsidiaries and to
a lesser extent by the many buy-out
opportunities arising from the
privatisation of British Rail. The
growth in the market was also caused
by the large amounts of unquoted
equity and, in particular, of bank debt
available for financing UK buy-outs.
A number of large banks became
materially more active. Overall this
led to a significantly greater amount
of senior debt being available to
finance buy-outs and therefore greater
competition between the leading
banks. One of the consequences of
this increased competitiveness was for
banks to provide a greater proportion
of the total financing than in the past
which on some occasions eliminated
the requirement for mezzanine
finance.

While senior lenders were therefore
the major competitive threat, during
the year we saw some increase in the
competition from providers of
mezzanine finance, particularly from
one or two banks coming into the
market for the first time. Despite these
competitive threats, [CG remained
the clear market leader in the UK
buy-out market for the provision of
mezzanine finance and was shown by
market statistics to have arranged over
50% more mezzanine loans by value
than its nearest x'nmpﬁt‘ilﬁor. During
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the year, ICG committed £63m of its
own and funds’ money to eight UK
buy-outs which was the largest
amount which it has ever committed
to this market in one year. In the
current year ICG does not believe
that competition will decrease.

2. The Continental European market
Reliable statistics for this market are
not available, but, in ICG’s opinion,
there were mixed levels of activity
across Western Europe during the last
financial year.

France, which has hitherto been the
most active country for buy-outs in
Continental Europe, was less active in
1995 than in the previous couple of
years. The principal reasons for this
reduced activity were two fold: firstly
the weak economic situation made it
difficult to reconcile the price
expectations of corporate sellers and
financial buyers and, secondly, the
French banks were relatively nervous
to lend money on account of their
recent bad debt experiences,

primarily in property lendjng.

Elsewhere in Western Europe,
Germany saw more activity in the
MBO market than in previous years,
although the huge potential of that
marketplace continues to remain
largely unrealised. Scandinavia showed
some activity as did other countries in
Western Europe on a somewhat
sporadic basis. Within this
marketplace, ICG helped finance
three of the major buy-outs in
Germany during the year and for the
first time, a major buy-out in Spain

In addition, we investigated a
considerable number of opportunities

in France, Sweden, [taly and Belgium

ICG's wider marketing of the use of
mezzanine in m)n—bu_y'ﬂm t'inancmgs
in Continental Europe started to bear
fruit in the last financial year. In

Tom Bartlam Executive Director

France ICG made three loans outside
the buy-out market, one of which was
to provide acquisition finance to a
public company to avoid an equity
issue which would have diluted the
family ownership. We also provided
finance to a Danish company to help
it acquire a Dutch company.

ICG believes that the increasing flow
of opportunities will lead to
continuing active lending in the
Continental European marketplace.

3. The use of mezzanine in the UK in
non-buy-out transactions

During its last financial year ICG
continued to market strongly the use
of mezzanine in financings outside the
buy-out market. During the year it
looked at a considerable number of
lending opportunities relating to
acquisition finance for private
companies and public companies,
replacement capital for existing
buy-outs, recapitalisation finance and
bridge finance. ICG believe these
efforts will lead to a better
understanding of mezzanine finance in
a variety of situations and that these
areas will represent a significant
market for ICG in the future.

4. New loans

In the financial year ended 31 January
1996, ICG made 16 new loans, which
was the highest number of new loans
made in any one year since it was
founded. The total amount of these
loans made by ICG and funds under
its management amounted to £117m
of which £81m was taken on ICG's
balance sheet and £36m invested on
behalf of fund clients.

The new loans made by ICG on behalf
of itself and its funds under
management were as follows:
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Adco and Dix is the largest hirer of
portable toilets and construction site
accommodation in Germany. The
business was acquired from a public
company as an MBO with a total
funding of DM100m in June 1995.
ICG arranged and provided the
DM20m mezzanine facility.

Automotive Products is an international
company, headquartered in the UK,
involved in the manufacture, sale and
distribution of clutches and brakes to
the automotive industry. The business
was acquired from BBA plc as an
MBO with a total funding of £206m
in April 1995. ICG co-arranged the
£20m mezzanine loan, and provided
£15m.

Coal Products is the largest UK
producer of smokeless fuel and
foundry coke. The business was
acquired from British Coal as an
MBO with a total funding of £82.5m
in February 1995, ICG took a
participation in the mezzanine loan of
£2 .0m. In October 1995, Coal
Products acquired Anglo Coal, a solid
fuel distribution business from Anglo
United ple. ICG participated in the
additional ﬁmdjng required and
invested a further £0.7m,

Crompton is the leading UK based
manufacturer of long fibred paper for
use in a number of specialist
applications including tea bag paper.
The business was acquired from

De La Rue plec as an MBO with a total
funding of £100m in September
1995. ICG arranged and provided the
£12.0 mezzanine loan,

Edrasco is a leading French
manufacturer and distributor of
educational material for schools and
kindergarten. Edrasco acquired the
shares of Nienhuis Groep, the world-
leading manufacturer of Montessori
educational material for FF85m in
May 1995.ICG took a FF20.5m

§ Intermediate Capital Group PLC

participation in the FF39.4m
mezzanine bonds issued by Edrasco.

Empe is a leading German automotive
components supplier of interior door
panels, headliners and wood trim.

It was acquired from private
shareholders in April 1995 for an
undisclosed sum. ICG took a
participation of DM15m in the
DM45m mezzanine loan.

Flying Colours is a medium sized UK
tour operator which was formed by
the acquisition of Sunset Holidays
from its founders and Club 18-30,
from a syndicate of venture capital
investors in November 1995, Total
finance raised was £40m, including
£10m of mezzanine preference shares,
co-arranged by ICG of which it
provided £5m.

Gerposa is a leading Spanish logistics
company which specialises in the
automotive sector. The business was
acquired as an MBO in November
1995 from a large number of private
shareholders for Ptas 3,000m. 1ICG
arranged and provided the Ptas
1,180m mezzanine loan. Gerposa is
ICG’s first Spanish investment

IPT is a UK company and produces
and distributes a wide range of textile
fabrics for a diverse number of end
uses. The company was acquired as an
MBO in March 1995 from Coats
Viyella plc for £86.5m. ICG took a
participation of £2.8m in the £7.0m
mezzanine loan in November 1995,

LLP is a UK company which publishes
specialist newspapers, journals and
directories for the maritime,
insurance and freight markets as well
as legal journals, books and law
reports. Its titles include Lloyd’s List
and Lloyd’s Loading List. The business
was acquired from The Corporation
of Lloyd’s as an MBO with a total
funding of £84.3m in December

1995. ICG arranged and provided the
£12.4m mezzanine loan.

Marie Brizard et Roger International
(“MBRI”) is a major French producer
and distributor of wines, spirits and
soft drinks. MBRI, a quoted company
on the Paris stock exchange, acquired,
through a public offer, the Berger

Group, involved in the same industry,

for a total consideration of FF635m. "

ICG arranged the FF125m
subordinated bonds issued by MBRI
and provided FF105m.

Meccano is a leading manufacturer of
construction toys under the Meccano
and Erector brands, headquartered in
France. The shareholding structure (}E/
Meccano was reorganised in
September 1995. ICG arranged and
provided the FF45m mezzanine

bonds.

Microtronic is a world-leadiﬂg hearing
aid component manufacturer based in
Denmark. In June 1995 the company
acquired a division of Siemens which
manufactures a complementary range
of hearing aid components. As part of
the acquisition finance ICG arranged
and provided a DKK52.5m mezzanine
loan.

Pisten Bully is a German company and is
the world’s leading manufacturer of
snow grooming vehicles used in the
preparation of ski slopes for skiing.
The company was acquired in an
MBO from the Kissbohrer Group in
May 1995. I1CG took a participation
of DM7.5m in the mezzanine loan.

USM-Texon is a UK company and is the
world’s leading shoe machinery
manufacturer and a leading
manufacturer of a wide range of shoe
materials. The company was acquired
from a group of financial institutions
in an MBI with a total funding of
£120m in March 1995. ICG arranged
and provided the £6m mezzanine loan.



Wightlink is a UK company which
operates a cross Solent passenger and
vehicle ferry service with three routes
between the South coast of England
and the Isle of Wight. The business
was acquired from Sea Containers ple
as an MBI with a total funding

of £107.5m in June 1995. 1CG
co-arranged the £14.0m mezzanine
loan and provided £7.0m.

5. Realisations

In the last financial year £59m in
respect of 10 different companies was
repaid. These companies were:

Apcoa, a leading European car park
operator. ICG’s loan was repaid when
the company floated on the Frankfurt
Stock Exchange in July 1995.

Brunner Mond, the leading manufacturer
of soda ash in the UK. Part of ICG’s
loan was prepaid in October 1995 as
a result of a successful refinancing.
ICG continues to hold warrants in
the company.

Enterprise Inns, 2 UK company which
owns a portfolio of approximately
470 pubs. ICG’s loan was repaid when
the company floated on the Stock
Exchange in November 1995.

McBride, the largest manufacturer of
own label household and personal
care products in the UK and Europe.
ICG’s loan was repaid when the
company floated on the Stock
Exchange in May 1995.

MCD, a leading UK carpet wholesaler
Most of ICG’s loan was prepaid as a
result of a successful refinancing in
July 1995.

Multipart, the UK parts distribution
company for Leyland-Daf vans and
trucks. In April 1995 ICG's
preference shares were redeemed
from the cash flow generated by the
company, prior to the company being
sold to Lex Service plc in August 1995,
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Nutreco, a leading international animal
and fish feed business also involved in
pig and poultry processing. In January
1996 the company prepaid ICG's loan
and replaced it with a successful
refinancing. ICG continues to hold
warrants in the company.

Pavilion Services, a UK company which
operates eight motorway and three
trunk road service areas. ICG’s loan
was repaid when the business was sold
to Granada Plc in April 1995.

USM-Texon, the world’s leading shoe
machinery company and a leading
manufacturer of high range shoe
materials. ICG’s loan was repaid in
March 1995 when the business was
sold to an MBL.

Video Arts, the leading provider of
video-based business training
programmes. In January 1995 the
company was sold to MediaKey ple
which was simultaneously floated on
the London Stock Exchange. ICG’s
loan, net of previous year's provision,
was repaid and ICG received, for a
nominal consideration, warrants to
subscribe for ordinary shares in
MediaKey.

6. The loan portfolio

At 31 January 1996, ICG’s loan
portfolio consisted of loans to 38
different companies, amounting to a
total of £210m. This portfolio was
spread across seven countries, namely,
the UK, France, Germany, Sweden,
Italy, Denmark and Spain. Over the
last few years ICG has been making
efforts to increase the level of its
Continental European lending and is
pleased that by the year end the
proportion of loans made in
Continental Europe had increased
from 4-1% at the beginning of the year
to 48%. This geographic spread of the
portfolio limits the risk from a dewn-
turn in any one country’s economy.

ICG has also continued during the
year to ensure that its portfolio is
spread across a wide variety of
industrial sectors, once again to avoid
the risk which attaches to excessive
exposure to one particular sector.

{CG continues to have a policy of
normally lending from its own
balance sheet between £2m and £12m
to any one individual company so as
to reduce the risk of being
overexposed to one particular
company. The average size of loans in
ICG’s portfolio at 31 January 1996
was £5.7m,
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Financial Review

Profits before tax

In the financial year ended 31 January
1996 ICG’s pre-tax profits rose by 5%
to £19.1m from £18.1m in the
previous year. The results for the
previous year are on a pro forma
basis, having been adjusted to assume
that the new capital raised from ICG’s
listing had been in place for the whole
of that financial year.

Net interest and dividend income

Net interest and dividend income
grew by 20% to £11.7m for the year
to 31 January 1996 from £9.8m in
the previous year on a pro forma
basis. Interest and dividend income
benefited from the higher level of
loans outstanding during the year
compared with the previous year
and from increased shareholders’
funds.

Fee income

Fee income rose by 12% from
£2.7m in the previous year to

£3.0m in the year to 31 January
1996. The increase in fee income was
not as great as might have been
expected because underwriting and
transaction fees at £1.7m were less
than the £2.1m earned in the previous
year. The reason for this decline was
that, during the year, ICG did not
arrange or underwrite as many large
transactions as in the previous year
and invested in a greater proportion
of participations in financings
arranged by other institutions where
the fees are lower,

On the other hand fund
management fee income increased
from £0.3m in the previous year to
£0.9m in the year to 31 January
1996. This increase was as a result
of ICG investing a further £36m of
the funds which it had under
management from which it earns
management fees.
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Agency fees which are recurring fees
from monitoring loans increased from
£0.3m to £0.4m in line with the
growth in the loan portfolio.

Expenses

Operating expenses of £3.3m
represented an increase of 12% over
the £3.0m in the previous year. This
increase arose primarily as a result of
costs incurred in the new Paris office
which opened during the year and
increased staff costs. The ratio of
expenses to total revenue of 9%
remains at satisfactory levels which
are low by the standards of most
other financial service companies.

Core income

Core income showed a very
satisfactory increase of 20% to
£11.4m from £9.5m on a pro forma
basis in the previous year.

Capital gains

Capital gains for the year amounted to
£12.2m, which represents an increase
of 23% over the capital gains of £9.9m
made in the previous year. £2.6m of
these capital gains arose from the sale
of shares in three companies which
floated during the year, namely Apcoa,
Enterprise Inns and McBride. £4.2m

Prafits before tax £m

20

arose from the trade sale of Multipart
and Pavillion Group Services and
£0.8m arose from the sale of ICG’s
investment in Instrumentation
Laboratories, £2.6m arose from our
accepting a takeover offer in respect
of our shares in Arjo AB (of Sweden),
which were already in our quoted
portfolio. Almost all the remaining
£2.0m of capital gains arose from
further sales of shares in our quoted
share portfolio.

Provisions

ICG's provisioning policy is to make
specific provisions against loans
where, in management’s judgement,
the value of the loan principal is
presently impaired. The specific
provisions made in respect of the year
to 31 January 1996 at £4.5m were
higher than the £1.2m of provisions
made in the previous year. While the
specific provisions for the year related
to three loans, the main reason for the
increased provisions related to one
particular company which suffered
from difficult trading conditions,
leading to a significant reduction in
profitability and a consequent financial
restructuring.

Loans and investments
The loan portfolio at 31 January 1996

Net interest and dividend income £m

12 !
R R E L I 0 |




Financial Review

amounted to £210m, which
represented an increase of £33m over
the previous year end figure of
£177m. In addition, ICG had holdings
of quoted and unquoted shares and
warrants which are held on the
balance sheet at a cost of £0.4m. The
quoted shares had a market value at
31 January 1996 of £7.2m (1995 -
£9.5 m). The directors consider the
aggregate value of the unquoted
shares and warrants held by ICG
currently amount to approximately
£15m (1995 — £14m).

The reduction in the value of the
quoted share portfolio is principally
because quoted shares were sold in
order to realise more capital gains to
compensate for the higher level of
specific provisions.

The combined value of ICG’s
portfolio of quoted shares and
unquoted shares and warrants

amounted to £22m, which was similar

to the level of £23m at the beginning
of the year.

Fund management

At the beginning of the financial
year ICG had £60m of funds under
management and during the year this
was increased to £80m. Since

31 January 1996 1CG has further

increased funds under management by

£20m as a result of the commitment
of two new investors, In addition, it
expects to sign on new fund

management clients in the near future.

At the beginning of the year ICG had
invested £27m on behalf of funds
under management and during the
year invested a further £36m. Taking
into account loans which had been
repaid to fund investors the total
amount of funds invested at

31 January 1996 amounted to £59m.

Borrowings and loan facilities

At 31 January 1996 ICG’s total
borrowings amounted to £140m
compared with £119m at the
beginning of the year. This increase
in borrowings was used to help fund
the increase in the loan portfolio.

At the year end the ratio of debt to
shareholders’ funds stood at 205%
which represents, in banking terms,
a capital ratio of 33% which is
considered to be conservative and
well below the levels allowed under
ICG’s borrowing facilities. During the
year ICG increased the amounts
available under its multicurrency
revolving credit facility from £172m
to £187m. In the latter part of the
year, ICG raised a further §75m

(£47m) from an issue of 8-10 year
senior unsecured notes by way of a
US Private Placement. The proceeds
of the issue were swapped into
European currencies. Although at a
slightly higher interest rate than the
bank facility this financing is attractive
because it diversifies the sources

and increases the maturity of ICG’s
debt funding.

ICG had at the year end total
unutilised debt facilities of £94m,
thus leaving it with substantial funding
to finance the future growth in the
loan book.

Shareholders’ funds

Shareholders’ funds increased from
£62m in the year to £69m at the year
end, the increase being the retained
profit for the year. The balance

sheet does not include the real value
of ICG’s portfolio of quoted and
unquoted shares and warrants,
referred to above, of £22m which
are held in the balance sheet at
nominal cost.

Return on capital

ICG’s pre-tax return on shareholders’
funds for the year amounts to 29%
which is, in the opinion of the
directors, an attractive return.

Coreincome £m Loans and investrents £m Gearing ratio %
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Directors and Management

Non-Executive Chairman

Murray Stuart, CBE, aged 62, is
Chairman of Scottish Power PLC and
a non-executive director of Clerical
Medical & General Life Assurance
Society and the Royal Bank of
Scotland PLC.

Executive Directors

Tom Bartlam, aged 48, is a graduate of
Cambridge University and qualified as
a Chartered Accountant with Price
Waterhouse. Prior to founding ICG in
1989, he worked for fourteen years
for Charterhouse Bank in London.

Jean-Loup Brousse de Gersigny, aged 47,

is a Fellow of the Chartered Insurance
Institute and has an MBA from the
London Business School. Prior to
founding ICG in 1989, he worked

for Chemical Bank in London for
seven years.

Non-Executive Directors

Thomas Attwood, aged 43, was a director
of James Capel & Co Limited until
March 1996.

Eric Kinder, aged 68, is Chairman of
Smith & Nephew PLC, and Brunner
Mond Holdings Limited.

Investment Director
Paul Piper

Assistant Directors
Martin Conder
Christophe Evain
Simon Morrell
Andrew Phillips

Andrew Jackson, aged 47, is a graduate
of Cambridge University and has an
MBA from the London Business
School. Prier to founding ICG in
1989, he worked at Chemical Bank
for sixteen years in London and
Switzerland.

James Odgers, aged 41, is a graduate of
Oxford University and subsequently
qualified as a solicitor with Linklaters
& Paines, for whom he worked for
eight years. Prior to founding ICG in
1989, he worked for Chemical Bank
in London for one year.

Robert Padgett, aged 52, is the Head of
Corporate Finance at Hermes
Investment Management Limited.

Secretary and Financial Controller
John Curtis

Managers
Christopher Stacey
Denis Viet-Jacobsen
Marcus Wood







Directors’ Report

The directors present their annual report and the audited financial statements for the year ended 31 January 1996.

Principal activities and business review The principal activity of the group is that of providing intermediate capital to
companies in the United Kingdom and elsewhere in Western Europe.

The group’s profit before taxation was £19,070,000 (1995 — £17,885,000). At 31 January 1996, the group held in
its balance sheet a portfolio of listed shares at nominal cost, but with a market value of £7,173,000 (1995 —
£9,534,000). The directors consider the state of the company’s affairs to be satisfactory.

On 7 December 1995, the group completed a §75,000,000 US Private Placement, maturing in equal instalments in 8,
9 and 10 years’ time, the proceeds of which were swapped into European currencies.

Directors The present membership of the Board is as set out on page 10. All of the directors shown on page 10 served
throughout the year. [n accordance with the Articles of Association, Mr Brousse de Gersigny and Mr Odgers retire by
rotation and offer themselves for re-election. Mr Brousse de Gersigny and Mr Odgers have service contracts under
which the company is obliged to give 24 months’ notice of termination of employment to them. The interests of the
directors of the company and their immediate families, as defined by the Companies Act, in the shares of the company
at 31 January 1996 were as follows:

1996 1895

Number of 20p Number of 20p

Ordinary Shares Ordinary Shares

T H Bartlam 1,099,921 972,000
J-L Brousse de Gersigny 1,000,672 1,032,751
A D Jackson 1,099,922 972,001
J R B Odgers 1,098,922 972,001
C M Stuart 5,000 5,000
T R Attwood 5,000 5,000
E Kinder 5,000 5,000

On 1 December 1995, Messrs Bartlam, Brousse de Gersigny, Jackson and Odgers and their respective trustees each
exercised options to acquire 223,384 ordinary shares of the company from Royal Bank Development Capital Limited at
a price of 138.7p. This transaction was settled on a net share basis and, as a result, the holdings of each director
increased by 127,921 shares.

No changes to the directors’ interests in shares at 31 January 1996 as set out above had been notified up to 15 April 1996.

The directors had no interests in the shares of Intermediate Capital Investments Limited or any other subsidiary
company.

On 1 March 1996, Mr Odgers notified the company of his intention to resign as a Managing Director in the summer of
1996. With effect from 18 April 1996, Mr Attwood will become an Executive Director of the company.

Directors' and officers’ liabllity Insurance cover is held by the group to indemnify directors and officers against Hability as
permitted by Section 310 of the Companies Act 1985.

Dividend The directors recommend a final net dividend payment in respect of the ordinary shares of the company at a
rate of 9.1 pence per share (1995 — 7,75 pence), which when added to the interim net dividend of 4.3 pence per share
(1995 — 3.75 pence) gives a total net dividend for the year of 13.4 pence per share (1995 — 11.5 pence). After
dividends, retained profits of £6,617,000 (1995 — £6,128,000) have been transferred to retained earnings.
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Directors’ Report continued

Substantial shareholdings As at 15 April 1996, the following interests in 3% or more of the issued ordinary share capital
had been notified to the company

Number of Percentage of

Ordinary Shares issuet! share capital

The BT Pension Scheme 4,000,012 8.6
The Post Office Staff Superannuation Fund 2,666,660 57
The Edinburgh Investment Trust plc 1,765,791 3.8
F&(C Nominees Limited 1,765,791 3.8
The Industrial Bank of Japan, Limited 1,680,071 3.6
Clerical Medical & General Life Assurance Society 1,564,786 3.4

In addition, according to the company ‘s share register, the f’ollowing companies managed funds whose interests in
aggregate amounted to 3% or more of the issued ordinary share capital

Number of Percentage of

Ordinary Shares issued share capital

M&G Investment Management Limited 3,200,000 6.9
Perpetual Investment Management Limited 2,235,321 4.8
Schroder Investment Management Limited 2,050,000 4.4

Fixed assets Movements in fixed assets are shown in Note 12 to the accounts,
Close company status The company is not a close company nor a close investment holding company for taxation purposes.
Auditors On 1 February 1996, our auditors changed the name under which they practice to Deloitte & Touche and,

accordingly, have signed the report in their new name. A resolution for the reappointment of the current auditors,
Deloitte & Touche, will be proposed at the forthcoming Annual General Meeting.

By Order of the Board
J E Curtis
Secretary

15 April 1996
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Corporate (Governance

A summary of the system of Corporate Governance adopted by the company is set out below. Prior to the company’s
flotation on 1 June 1994, the company took the necessary steps to conform with the recommendations of the Code of
Best Practice recommended by the Cadbury Committee and has complied with all of its current provisions throughout
the accounting period.

Board of Directors The company’s Board of Directors meets regularly to discuss the performance of the company and to
discuss matters which it has reserved to itself for decision as well as any other matters that are referred to it. The Board
comprises four executive directors, a non-executive chairman and three further non-executive directors.

The non-executive directors are as follows:

Murray Stuart was appointed non-executive chairman of the company in September 1993.
Thomas Attwood was appointed a non-executive director in June 1993.

Eric Kinder was appointed a non-executive director in May 1994.

Robert Padgett was appointed a non-executive director in January 1994,

The Board has established a number of committees consisting of certain directors, including an Audit Committee and a
Remuneration Committee whose membership and functions are defined below.

Audit Committee The Audit Committee meets regularly to oversee the production of the Annual and Interim Accounts,
compliance with Accounting Standards and regulatory requirements and to keep the procedures and controls of the
company continually under review. The committee consists of three non-executive directors. The executive directors
are not members of the Audit Committee but are invited to attend along with the Financial Controller. Deloitte &
Touche, the company’s auditors, are also invited to attend and have direct access to committee members.

Remuneration Committee The Remuneration Committee, which consists of two non-executive directors, decides the terms
and conditions of employment of the executive directors.

Internal financial control The directors acknowledge their ultimate responsibility for ensuring that the group has in place a
system of internal financial controls that is appropriate to the business environment in which it operates. The directors
have reviewed the system of internal financial controls and believe that such a system of controls is in place to give
reasonable, but not absolute, assurance that assets are safeguarded, transactions are authorised and recorded properly
and that material errors and irregularities are prevented or would be detected within a timely period. These controls
concentrate on the procedures for making and monitoring loans and investments and for the safeguarding of assets
against unauthorised disposition.

Going concern statement The directors believe that the company has adequate resources to continue in operational

existence for the foreseeable future, and accordingly they continue to adopt the going concern basis in preparing
the accounts.
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