Dated { | h—

D JAY and others

and

NORTHERN BEAR PLC

AGREEMENT
for the sale and purchase of shares comprised 1n the capital of
Chirmarg Holdings Limited

LA

16/05/2007
COMPANIES HOUSE

5 Onbome Termne Newoastie wpon Tyoe NE2 18Q

.
Teleplione 0191 281 6151 Cacsmike 0197 281 Bn9 }7/ll’/lc.01| j S

DA 62550 Jesmead  c-mul mal @ suncolls co ud ..
solicitors LLP




CONTENTS

Definitions and interpretation

Agreement for sale

Conswderation . . ... - e
Completion Accounts

Completion .. ... ..

Consideration Shares .

Warranties .

Protection of Goodwil!

Costs R

10. Notices . . ... . .o

11. Govermung law and junsdiction .. .

12, Publicity ..

13 General

SCHEDULE 1

SCHEDULE 2

SCHEDULE 3

SCHEDULE 4 .

SCHEDULE 5 .

SCHEDULE 6 ... . T
SCHEDULE T....ccoocee vmreer conne o e e

=R N R T

-----------

.....

-----

=3

D 00 =3 ~]

vl

w13

15

v 115
.. 16
.16

16

. 18
.19
. .22
.23
.43
.46
A7




'.4‘-.
THIS AGREEMENT is made the ||’ day of M mf 2007

BETWEEN

(1

Those Persons whose names and addresses are set out in columns (1) and (2) respectively of
Schedule | (‘the Vendors’), and

(2) Northern Bear PLC (registered 1n England and Wales number 5780581) whose registered office
1s located at Umit 1, Station House, Station Road, Chester-le-Street, County Durham, DH3 3DU
(‘tlie Purchaser’)

WHEREAS:

(A)  The Company (as herenafier defined) 1s a private company linuted by shares and at the date of
this agreement has an authorised share capital of £100,000 00 divided into 100,000 ordinary
shares of £1 00 each, all of which have been 1ssued and are fully paid or credited as fully paid

(B) ‘The Vendors are legally and beneficially entitled to the Shares (as hereinafter defined) n the
numbers set out in column (3) of Schedule | and have the nght to sell or procure the sale of them
free from all hens charges and encumbrances

(0] The Vendors have agreed with the Purchaser to sell or procure the sale 1o 1t of the Shares on the

terms but subject to the conditions of this agreement

NOW IT IS AGREED as follows

[

Defimtions and interpretation

In this agreement and n the Schedules (unless the context otherwise requires) the following
words and expressions shall have (he following mearngs

11 ‘Accounhng Date’ means 30 November 2005,

112 ‘Accounts’ means the consohdated accounts of the Group Companies for the accounting
reference period ended on the Accounting Date (a copy of which has been Disclosed)
comprising, inter ahia, a balance sheet, a profit and loss account, notes and directors’
report prepared 1n accordance with Part VII of the Companies Act 1985,

113 ‘Agreed Rate' means 2% per cent per annum above the base lending rate of The Governor
and Company of the Bank of Scotland from time to ime,

114 ‘Business Day’ means a day (excluding Saturday or Sunday) on which banks generally
are open th London for the transaction of normal banking business,

115 *‘CAA 2001’ means the Capital Allowances Act 2001,

116 ‘Company’ means Chirmarn Holdings Limited, further details of which are set oul in
Part 1 of Schedule 2,

117 ‘Company’s Accountants’ means Baker Tilly of 1 St James Gate, Newecastle upon Tyne,
NEI 4AD,

118  ‘Companies Acts’ means the Compames Acts 1985 and 1989,

119  ‘Completion Accounts’ means the consohdated balance sheet of the Group Companies at
the Completion Accounts Date and their consolidated profit and loss account for the period
from and excluding the Accounting Date to and including the Completion Accounts Date,
prepared in accordance with clause 4,
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‘Compietion Accounts Date' means the close of business on 31 March 2007,
‘Completion Date’ means the date of this agreement;

‘Completion’ means actual completion of the matters prc;vxded for in clause 4 1,
‘Completion Payment’ means the sum of £3,728,000 00,

‘Connected’ 1n relation to a person, has the meaning contained 1n section 839 of the
ICTA 1988,

‘Consideration’ means the apgrepate amount payable by the Purchaser in respect of the
Shares, as set out 1n clause 3.1 and adjusted (:f appropnate) in accordance with clause 4;

‘Consideration Shares’ means 820,000 new ordinary shares of £0 01 each in the capital
of the Purchaser;

‘Copyright’ means copynight, design nghts, topography nights and database rights
whether registered or unregistered (including any apphcations for registration of any such
thing) and any simular or analogous rghts to any of the foregoing;

‘Determination Date’ means the date upon which the Completion Accounts and
Statement are agreed or determuned i accordance with clause 4;

‘Disclosed’ means fairly disclosed (with sufficient details to 1dentify clearly the nature,
scope of the matters disclosed} in or under the Disclosure Letier;

‘Disciosure Letter’ means the letter and s annexures dated on the daie of this
agreement, delivered lmmedlagely before the execution of this agreement and addressed
by the Vendors to the Purchaser,

‘Encumbrance’ means any mortgage, charge (whether fixed or floaung), pledge, lien
optton, nght of pre-emption, right of retention of tile or any other form of secunty
mnterest or any obhigation {including any conditional obligation) to create any of the same,

‘Enviroanment’ means the natural and man-made environment, including all or any of the
following media, namely air, water and land (including awr within busldings and other
material or man-made structures above or below the ground) and any living organisms
{including man) or systems supported by those media;

‘Environmental Laws' means all applicable laws, stalutes, regulations, secondary
legslation, bye-laws, which are in force as at the date of this agreement in so far as they
relate to or apply to the Environment, including Part 11A of the Environmental Protection
Act 1990 and any regulations and guidance made or 1ssued thereunder;

‘Environmental nand Health and Safety Matters’ means al! matters relating (o.

(a) poliution or contamination of the Environment;

(b) the presence, existence, disposal, release, spillage, deposi, escape, discharge,
leak, migration or emission of Hazardous Substances or Waste;

{c) the exposure of any person to any Hazardous Substances or Waste;

(d) the health and safety of any person, including any accidents, injuries, 1llnesses

and diseases,

(2) the creatton or existence of any noise, vibration, odour, radiation, cammon law or
statutory nuisance or other adverse impact on the Environment, or
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(f) the condition, protection, maintenance, remediation, reinstatement, restoration or
replacement of the Environment or any part of u;

‘Environmental and Health and Safety Permits’ -means any permits, licences,
consents, certificates, registrations, notifications or other authorisations required under
any Environmental Laws or Health and Safety Laws for the operation of the business of
the Company or 1n relation to the Property,

‘Group Companies’ means together the Company and the Subsidianes and each or any
of them {(and ‘Group Campany’ shall mean any one of them),

‘Hardware’ means any and all computer, ielecommumcations and network equipment,

‘Harm’ means harm to the Environment, and in the case of man includes offence caused
to any of his senses or harm to his property;

‘Hazardous Substances’ means any matenial, substances or organisms which, alone or
in combination with others, are capable of causmg Harm, including radioactive
substances and asbestos containing matenals,

‘Health and Safety Laws’ means all applicable laws, statutes, regulations, secondary
legislation, bye-laws, which are 1n force as at the date of this agreement 1n so far as they
relate to or apply to the health and safety of any person, including the Health and Safety
at Work etc Act 1974, the Control of Asbestos at Work Regulations 2002 and the
Construction (Design and Management) Regulations 1994,

‘1CTA 1988’ means the Income and Corporation Taxes Act 1988,
‘IHTA 1984’ means the Inheri‘tance Tax Act 1984;

‘Intellectual Property’ means Patent Rights, Know How, Copynight (tncluding rights n
Software), Trade Marks and IP Materials,

‘Intellectual Property Agreements’ means agreements, arrangemenis or licences
relating to the Relevant IP,

‘1P Matenals’ means all documents, records, tapes, discs, diskettes and any other
matenals whatsoever containing Copyright works, Know How or Software,

‘IT Coniracts’ means any agreements, arrangements or licences with third parties
telating to IT Systems or IT Services, including all hire purchase contracis or leases of
Hardware owned or used by the Company or any of the Subsidiaries, licences of
Software owned or used by the Company or any of the Subsidianes, and other [T
procurement;

‘IT Services’ means any services relating to the IT Systems or to any other aspect of the
Company's or any of the Subsidianes’ data precessing or data transfer requirements,
including faciliies management, bureau services, hardware maintenance, software
development or support, consultancy, source code deposit, recovery and network
services,"

‘IT Systems” means Hardware and/or Software owned or used by the Company or any of
the Subsidiaries,

‘Know-How’ means trade secrets and confidential business information including details
of supply arrangements, customer lists and pricing policy, sales tarpets, sales statistics,
market share statistics, marketing surveys and reports, marketing research; unpatented
techmcal and other information including inventions, discovenes, processes and
procedures, 1deas, concepts, formulae, specifications, procedures for experiments and
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tests and results of expermentation and testing, information comprised 1n Software,
together with all common law or statutory rights protecting the same including by any
action for breach of confidence and any similar or analogous rights to any of the
foregomng whether ansing or granted under the law of England or any other jurisdiction,

‘Lease’ means the lease, short particulars of which are set out in Schedule 3;

‘Legal and Beneficial Title’ means full and unrestricted title with the benefit of quiet
possession and free from lawful interruption and distwbance,

‘Management Accounts’ together:

(a) the balance sheet of the Company as at 30 November 2006 and the trading and
profit and loss account of the Company for the period of commencing upon (but
excluding) the Accounting Date and ending upon 30 November 2006, and

(b) the balance sheet of the Company as at 28" February 2007 and the trading and
profit and loss account of the Company for the period of commencing upon |
December 2006 and ending upon 28" February 2007,

in cach case in the agreed form,

‘Net Asset Value' means n relation to the Group, its consolidated fixed assets plus s
consolidated current assets less its consolidated habilities, 1n each case as set out m the
Completion Accounts,

‘Other Properties’ means any property (other than the Property) previously owned,
operated, occupied or used by ;’my Group Company at any time before Completion,

‘Patent Rights’ means patent applications or patents, author certificates, inventor
certificates, utihty certificates, improvement patents and models and certificates of
addition including any divisions, renewals, continuations, refilings, confirmations-in-part,
substituttons, registrations, confirmations, additions, extensions or reissues thereof and
any similar or analogous rights to any of the foregoing whether arising or granted under
the law of England or any other jurisdiction;

‘Pension Schemes’ means agreements or arrangements (whether legally enforceable or
not} for the payment of any pensions, allowances, lump sums or other like benefits on
retirement for the benefit of any present or former director, officer or employee of any
Group Company or for the benefit of the dependants of any such persons,

‘Permits’ means any and all licences, consents, permuts, authorisations, registrations or
the like, made or 1ssued pursuant to or under, or required under Environmental Laws,

‘Primary Period’ means the period of 12 months commencing upon the Completion
Date,

‘Property’ means the leasehold property demised by the Lease,

‘Pro Rata Share’ means in respect of each Vendor the percentage set out opposite his
name in column {6) of Schedule i,

‘Purchaeser’s Solicitors’ means Mincoffs Solicitors LLP of 3 Osborne Terrace,
Newcastle upon Tyne, NE2 18Q,

‘Purchasers’ Group’ means the Purchaser, its holding companies and the subsidiary
undertakings and associated companies from time to time of such holding compames, all
of them and each of them as the context admits,
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‘Relevant IP” means the Intellectual Property owned, hicensed, used or exploited by the
Group Companies;

‘Secondary Period’ means a period of 12 months commencing upon the expiry of the
Primary Pertod;

‘Service Agreements’ means the service agreements (in each case, in the Agreed Form)
between

(a) the Purchaser and D Jay (a Vendor), and
(b) the Company and each of

n S Hampton (a Vendor),

() D J Wales (a Vendor), and

(m) K Lambert (being an employee of the Company at the date of thes
agreement);

‘Settled Claim' means any claim made by the Purchaser againsi the Vendors under the
Tax Deed or for a breach of the Warranties in respect of which euther,

(a) any court, tribunal or arbitrator has determined that an amount 1s due to the
Purchaser, or

{b) the Vendors have agreed in wnting that an amount 15 due to the Purchaser;

‘Shares’ means the 100,000 ordinary shares of £1 00 each in the share capital of the
Company, comprising the whole of the 1ssued share capital of the Company;

‘Software’ means any and all computer programs in both source and object code form,
mcluding all modules, routines and sub-routines thereof and all source and other
preparatory matenals relating thereto, mcluding user requirements, functional
specifications and programmung specifications, ideas, principles, programming
languages, algorithms, flow charts, logic, logic diagrams, orthographic representations,
file structures, coding sheets, coding and including any manuals or other documentation
relating thereto and computer generated works,

‘Statement’ means a statement of the Net Asset Value in the form set out in Schedule 7,

‘Subsidiaries’ means those companies details of which are set out in Part [} of Schedule
2 (and ‘Subsidiary’ shall mean any one of them),

‘Taxation’ or ‘Tax’ means any form of taxation, duty, levy, impost, charge, national
insurance or other similar contribution or rates, whether created or imposed by any
Taxation Authority and also including any related penalty interest fine or surcharge,

*Taxation Authority’ means the H M Revenue & Customs and any other governmental
or other authonty whatsoever compelent to impose any Taxation in the United Kingdom,

“Tax Deed’ means a deed of tax indemmity n the Agreed Form,

‘“Taxation Statute’ means any directive, statute, enactment, law or reguiation,
wheresoever enacted or i1ssued, coming into force or entered into providing for or
umposing any Taxation and shall include orders, regulations, instruments, bye-laws ar
other subordinate legslation made under the relevant statute or statutory provision and
any directive, statute, enactment, law, order, regulation or provision which amends,
extends, consolidates or replaces the same or which has been amended, extended,
consolidated or replaced by the same,
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“TCGA 1992’ means the Taxation of Chargeable Gains Act 1992,
“Third Party Rights Act’ means the Contracts (Rights of Third Parties) Act 1999,
‘TMA 1970° means the Taxes Management Act 1970,

“T'rade Marks’ means trade or service mark applications or registered trade or service
marks, registered protected designations of origin, registered protected geographic
ongins, refilings, renewals or reissues thereof, unregistered trade or service marks, get up
and company names 1n each case with any and all asseciated goodwill and all nights or
forms of protection of a similar or analogous nature including rmghts which protect
goodwill whether arising or granted under the law of England or of any other jurisdiction,

“Transfer’ means any disposition of any legal or equitable interest in any share and
whether by way of gifi, sale, mortgage or otherwise,

‘VATA 1994’ means the Value Added Tax Act 1694,

‘Vendors’ Representative’ means David Jay of Mulberry House, Pinfold Lane,
Kirksmeaton, West Yorkshire, WF8 3JT,

*Vendors’ Solicitors’ means Watson Burton LLP of 1 City Square, Leeds, LS1 2ES,

‘Warranties’ means the warranties and representations set out 1n clause 7 and Schedule
4, and

“Waste’ means any waste, including any by-product of an industrial process and anything
which is discarded, disposed of, spoiled, abandoned, unwanted or surplus, irrespective of
whether 1t 1s capable of being recovered or recycled or has any value

In this agreement, unless the context otherwise requires:
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any document referred to as being ‘in the Agreed Form' shall mean a document in a
form agreed by the parties at the date of this agreement and initialled by or on their behalf
for identification purposes,

any of the Warranties which are qualified by the expression ‘to the best of the
knowledge information and belief of the Vendors’ or ‘so far as the Vendors are
aware’ or any similar expression shall be deemed to include an additional statement that
the statements have been made afier due and careful nquiry,

references to ‘party’ and ‘parties’ shall be construed as references 1o a party or the
parties to this agreemeni,

references to ‘recitals’, ‘clauses’ and ‘Schedules’ are references to recitals and clauses
of and schedules 1o this agreement;

references within a Schedule to a ‘paragraph’ are references to a paragraph within that
Schedule,

*writing’ or ‘written’ includes faxes but not e-mail,
‘other’ and ‘otherwise’ are illustrative and shall not himit the sense of the words
preceding them,

references to a rate of interest means that rate as from time to tme n force, calculated
from day to day upon the basts of a 365 day year and compounded on the last day of
March, June, September and December in each year, both before as well as afier

Jjudgment,
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129  expressions defined 1n }CTA 1988, TCGA 1992 or in the Companies Acts shall wherever
used 1n this agreement have the meanings given to them in the relevant statute (unless the
context otherwise requires) and m the case of any inconsistency the defined terms used in
the Companies Acts shall prevail, i

1210 references to any statule or statutory provision shall be construed as references to such
statute or statutory provision as respectively amended or re-enacted or as ther operation
1s modified by any other statute or statutory provision (whether before or after the date of
this agreement) and shall include any prowvisions of which they are re-enactments
{whether with or without modification) and shall include subordinate legislation made
under the relevant statute,

1211 a reference to any English legal term for any action, remedy, method of judicial
proceeding, legal document, legal status, court, official or any legal concept or thing s, In
respect of any jurisdiction other than England, deemed to include what most nearly
approximates in that jurisdiction to the English legal term and to any English statute 15 to
be construed so as to include equivalent or analogous laws of any other junsdiction, and

1212 expressions in the singular shall include the plural and in the masculine shall include the
feminine and vice versa and references to persons shall include corporations and other
legal entities and vice versa

LI Y tL 1Y

Where the words “including”, “include”, “mn particular” or any sumilar expression are used
ths agreement they are deemed to have the words “without limitatron™ following them

The headings used in this agreement are 1nserted for convenience only and shall not affect s
construction or interpretation i

The Schedules form part of this agreement,

All obligations expressed- to be given or entered mto by the Vendors or resulting from the
execution of or breach of the provistons of this agreement {including without limitation any of the
Warranties proving to be untrue or misleading or bemng breached) shall be deemed to be given
undertaken or entered into by them jointly and severally (save as otherwise provided)

Any obligation in this agreement on 2 person not to do something mcludes an obhgation not to
agree or allow that thing to be done

Agreement for sale

At Completton each of the Vendors shall, with full title guarantee, sell or procure the sale of and
the Purchaser (relying on the representations, warranties, undertakings and indemmties given by
the Venders contained n this agreement and the Tax Deed) shall purchase the Shares free from
any Encumbrances and with all attached or accrued rights, subject to and on the terms of this
agreement

Each of the Vendors waives any nghts of pre-emption conferred on lum by the articles of
association of the Company or otherwise over those of the Shares agreed to be sold by the other
Vendors

The Purchaser shall not be obliged to complete the purchase of any of the Shares unless the
purchase of ail of the Shares is completed simultaneously

Considerntion

The aggregate consideration payable for the Shares shall be an amount equal to the Completion
Payment, adjusted (if appropnate) in accordance with clause 4.
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The Consideration shall be satisfied, as to the Completion Payment

321 by the payment by the Purchaser of the cash amounts to each Vendor set opposite us
name m column (4) of Schedule 1 in accordance with clause 5.1 5(a); and

322  as to the balance, by the allotment and ssue to certain of the Vendors of such number of
Consideration Shares as are set opposite their names in column (5) of Schedule 1.

Completion Accounts

The Vendors shall, promptly afier Completion, prepare {or procure the preparation of), mn
accordance with the provisions of this clause, the Completion Accounts together with the
Statement The Completion Accounts shall be prepared on the basis of the accounting policies
and procedures set out in Schedule 6 The Vendors shall use all reasonable endeavours to deliver
the draft Completion Accounts and the draft Statement to the Purchaser within 30 Business Days
of Completion

The Purchaser shall notify the Vendors® Representative within 30 Business Days of receipt of
such draft Compietion Accounts and the drafi Statement whether ar not it accepts them for the
purposes of this agreement.

If the Purchaser notifies the Vendors’ Representative that it does not accept such drafi
Completion Accounts and the drafi Statement

431 tshall, at the same time, set out in a notice in writing its reasons for such non-acceptance
and specify the adjustments which, in its opimon, should be made to the draft Completion
Accounts and the drafi Statement in order to comply with the requirements of this
agreement and deliver a copy of such notice to the Vendors’ Representative; and

432 the parties shall use all reasonable endeavours to meet and discuss the objections of the
Purchaser and to feach agreement upon the adpustments (if any) required to be made to
the draft Completion Accounts and the draft Statement

If the Purchaser is satisfied with the draft Completion Accounts and the draft Statement (either as
originally submitted or afler adjustments agreed between the Vendors® Representative and the
Purchaser), then the drafi Completion Accounts and the draft Statement (incorperating any agreed
adjustments) shall be deemed to constitute the Completion Accounts and the Statement for the
purposes of this agreement.

If:
451  the Purchaser shall fail to notify the Vendors” Representative (in accordance with clause

4 2) that it does not accept the draft Completion Accounts and the draft Statement for the
purposes of this agreement; or

452  the Vendors’ Representative and the Purchaser do not reach agreement within 20
Business Days of receipt of the Purchaser’s notice of non-acceptance pursuant to clause
43, A

then the matter shail be referred, on the application of either party, for determination by an
independent firm of chartered accountants (‘the independent Firm’) 1o be agreed upon by the
Vendors and the Purchaser or, falling agreement, to be selected, on the apphcation of either the
Vendors or the Purchaser. by the President for the time being of the Institute of Chartered
Accountants in England and Wales or his duly appomnted deputy The following provisions shall
apply to such determination.

- et ———————
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{a) the Purchaser and the Vendors® Representative shall each promptly prepare a wniiten
statement on the matiers in dispute which (together with the relevant documents) shall be
subnutted to such Independent Firm for determination, -

(b} in gving such determunation, the Independent Firm shall be requested to state what
adjustments (if any) are necessary to the draft Completion Accounts and the drafi
Statement 1n respect of the matters in dispute n order to comply with the requirements of
this apreement;

{c) the Independent Firm shall act as an expert (and not as an arbutrator) s making any such
determination which shall be final and binding on the parties (in the absence of manifest
error),

(@) each party shall bear the costs and expenses of ail counsel and other advisers, witnesses

and employees retained by it and the costs and the expenses of the Independent Firm
shall be borne between the Vendors and the Purchaser in such proportions as the
Independent Firm shail wn 1ts discretton determine or, in the absence of any such
determination, equally between the Vendors and the Purchaser

When the Yendors and the Purchaser reach agreement on the draft Compietion Accounts and the
draft Statement or when the dral Completion Accounts and the drafi Statement are finally
determmed at any stage tn accordance with the procedures set out In this clause

461  the Completton Accounts and the Statement as so agreed or determined shall be the
Completion Accounts and the Statement for the purposes of this agreement and shall be
final and binding on the parues)(save in the event of manifest error), and

462  the Net Asset Value shall be as set out 1n the Statement

Subject to any rule of law or any regulatory body or any provision of any contract or arrangement
entered into prior to the<date of this agreement 1o the contrary, the Vendors shall and the
Purchaser shall, and shall procure that the Group Companies shall, promptly provide each other,
their respective advisers and the Independent Firm with all information (in their respective
possession or control) relating to the operations of each Group Company, as the case may be,
including access at all reasonable times to all the Group Companies’ employees, books and
records, and al) co-operation and assistance, as may in any such case be reasonably required 10

471 enable the production of the Completion Accounts and the Statement, and
472  enable the Independent Firm to deterrune the Completion Accounts and the Statement.

The Vendors and the Purchaser hereby authorise each other, their respective advisers and the
Independent Furm to take copies of all information which they have agreed to provide under this
clause,

If the Net Asset Value 1s less than nil then the Vendors shall, within 5 Business Days of the
Determination Date, make a payment to the Purchaser of the amount by which the Net Asset
Value 15 less than hil

Any amount payable by the Vendors to the Purchasers pursuant to clause 4 8 shall be treated as a
reduction by that amount of the Consideration

Completion

Completion of the sale and purchase of the Shares hereby agreed shall take place forthwith upon
exchange of this agreement by the parties at the offices of the Purchaser’s Solicitors when-

511 the Vendors shall deliver or cause to be delivered to the Purchaser




512

513

{2) transfers of the Shares, duly executed by the registered holders, 1n favour of the
Purchaser (or its normnees), accompanied by their 1espective share certificates
{or an indemnuty in the Agreed Form in respect of any lost certificates),

(b} such watvers, consents or other documents as may be required io give a good title
to the Shares and to enable the Purchaser or its nominees to become their
registered holders;

{c) certificates in respect of all issued shares in each of the Subsidiaries or an
indemity in respect of any missing share certificates in the Agreed Form,

(d) the centificate of incorporation, statutory books (ancluding minute books), and all
books of account and other records of each Group Company, complete and
{where appropriate) wntten up to the date immediatety prior to Compietion;

(e) the Lease and all ancillary documents relating to the Property;

() a written achnowledgement in the Agreed Farm from each of the Vendors that
netther he nor any person Connected with him has any claim whatever agamst
any Group Company,

(g) the resignation of the Company’s Accountants as existing audilors or reportung
accountants (as appropriate) of each Group Company effective 1n all respects
confirming that they have no outstanding claims of any kind,

(h) the Tax Deed, duly executed by each of the Vendors,

() counterparts of the Seryice Agreements, duly executed by D Jay, S Hampton, D J
Wales and K. Lambert,

) bank statements 1n respect of current and deposit account balances of each Group
Company-at the close of business on the last Business Day prior 1o the
Completion Date (“Bank Statements™) together with reconciliations to the date
of Completion in respect of each such bank account;

(k) deeds of reiease, in a form satisfactory to the Purchaser, in respect of any
Encumbrance on, aver or otherwise affecting the Company or 11s assets (or any of
them), including the debenture granted in favour of the Governor and Company
of the Bank of Scotland,

1)) copies of all bank mandates and appropnate forms to amend the mandates given
by each Group Company to it bankers; and

{m) a certified copy of any power of attorney under which any transfer or document
referred to it this clause 5.1 1 is executed on behalf of 2 Vendor or any nominee;

the Vendors shall, and shall procure that any person Connected with any of them shall,
repay all money (if any) then owing by them to the Company (whether then due for
payment or not),

the Vendors shall procure that a board meeting of each Group Company shall be held at
which.

(a) such persons as the Purchaser may nominate shall be appointed as directors and
the secretary,

(b) KPMG LLP shall be appointed auditors;

(c} the existing bank mandates given by that company shall be cancelled, and new

mandates issued giving authority to persons nominated by the Purchaser,

10
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{d) such other resolutions as the Purchaser may reasonably require, approving the
giving by the Company of financial assistance 1o the Purchaser 1n relation to its
purchase of the entire 1ssued share capital of the Company, shall be proposed and

passed,

(e) the registered offices of that company shall be changed as the Purchaser may
dsrect, and

N (i the case of the Company) the transfers of the Shares shall (subject to

stamping} be approved for registration;

514  the Vendors shall deliver to the Purchaser a wntten resolution, in the Agreed Form,
approving the giving by each Group Company of financial assistance to the Purchaser in
relation to its purchase of the entire 1ssued share capital of the Company, duly executed
by the Vendors, and

515  subject to full comphance by the Vendors with the obligations tncumbent upon them
under the foregoing sub-clauses of this clause 5 I

{a) the Purchaser shall pay or procure the payment of the sum of £2,580,000 00 by
telegraphic transfer 10 the chent account of the Vendors® Solicitors (who are
irrevocably authorised to receive the same) for the account of the Vendors, and

(b) the Purchaser shall dehiver, or procure the delivery, to the Vendors
{0 a counterpart of the Tax Deed duly executed by the Purchaser, and

() the Service Agreements, duly executed {as appropnate) by either the
Purchaser or the Company

Consideration Shares

The Purchaser shall 1ssue definitive share certificates in respect of the Consideration Shares to
those Vendors receiving the same on or before the date 20 Business Days following the
Completion Date and the Purchaser shall use all reasonable endeavours to procure that the
Consideration Shares are admitted to trading on the AIM market of the London Stock Exchange
as soon as reasonably practicable and 1n any event no later than 8 30 a.m on 15 Business Days
following the Completion Date. In the event that the Consideration Shares are not admitted to
trading on the AIM of the London Stock Exchange in accordance with the provisions of this
clause then those Vendors receiving the same shall be entitled to require the Purchaser by notice
in writing to satisfy 1n cash that part of the Consideration attnbutable to the Consideration Shares

The Purchaser hereby warrants that it has the requisite authoriies and consents, and sufficient
authorised and 1ssued share capital to 1ssue the Consideration Shares to the Vendors n
accordance with this clause 6

Each of the Vendors receiving Consideration Shares, whether held for lis own account or by
norminees, pursuant to this agreement severally undertakes that during the Pnmary Penod he will
not, directly or indirectly, Transfer any of the Consideration Shares owned by hum save.

6§31 i the event of an interveming court order; or

632 1n acceptance of a general offer made to shareholders of the Purchaser to acquire all the
ordinary shares (other ‘than any such shares which are already owned by the person
making such offer or any person(s) acting in concert with 1t) which has become or been
declared unconditional in all respects; or
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633  adisposal by the personal representatives of any Vendor who shall die during the period
ending 12 months from Completion (provided that the sale of any shares in the Purchaser
by such personal representatives pursuant to this clause 6 3 3 during such petiod shall be
effected through the Purchaser’s nominated broker from time to ume, subject to being
offered terms as to price and rates of commission at least as favourable to that Vendor as
those being offered by any other reputable broker at that time, so as to ensure an orderly
market for the 1ssued share capital of the Purchaser), or

634  lo a spouse, son, daughier, stepson or stepdaughter, parent or to a trust the beneficiaries
of which are either the transferor or any of such transferor’s spouse, son, daughter,
stepson, stepdaughter or parent; or

635  for the purpose only of effecting the appointment of a new trustee or by the trustees of a
trust to a person beneficially entitled under such trust; or

636  for the purposes of satisfying the Labihity of such Vendor {or any part thereof) 1n respect
of any Settled Claim (provided that the sale of any shares i the Purchaser by such
personal representatives pursuant to this clause 6 3 6 during such period shall be effected
through the Purchaser’s nominated broker from {ime to time, subject to being offered
terms as 1o price and rates of commission at least as favourable to that Vendor as those
being offered by any other reputable broker at that time, so as to ensure an orderly market
for the i1ssued share capital of the Purchaser),

provided always that any transferee as 1s referred to in clauses 6 3 3 or 6 3 6 shall undertake to the
Purchaser by deed (1n a form reasonably acceptable to the Purchaser) to comply with all liabiliiies
and obligations of the transferor under this clause 6.3 and clause 6.4 whereupon the transferor
will be released from any such hability or obligation,

Each Vendor receiving Consideration Shares under this agreement hereby severally covenants
and undertakes that, in order to preserve an orderly market in the ordinary shares of the
Purchaser, he or st will during the Secondary Penod-

641  Transfer any Consideration Shares only with the prior written consent of the Purchaser
(not to be unreasonably withheld or delayed), or

642  effect any Transfer of Consideration Shares through the Purchaser’s nominated broker
from ume to time, subject to being offered terms as to price and rates of commission at
least as favourable to that Vendor as those being offered by any other reputabie broker at
that time

Warranties

The Vendors warrant and represent to the Purchaser n the terms set out m Part [ of Schedule 4
and further undertake to ndemnify the Purchaser from any losses, damage, claims, actions,
proceedings, demands, habilities, costs and expenses caused by any of the saxd Warranties being
untrue -

.
The Vendors warrant and represent o the Purchaser in relation to the Company and as separate
warranties and representations in relation 10 each of the Subsidiaries as if their respective names
(where the context so admits) were substituted for references to ‘the Company’, in the terms set
out m Parts I and HI of Schedule 4

The Warranties shall be deemed to be given as at the date of this agreement
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The Warrantres shali remain in full force and effect notwithstanding Completion and be deemed
to constitute fundamental representations upon the faith of which this agreement has been entered
mio by the Purchaser -

For the avoidance of doubt the Warranties shali be separate and independent and save as
expressly provided shall not be hmited by reference to any other clause or anything in this
agreement or its Schediles

Subject always to the provisions of Schedule 5, the rights and remedies of the Purchaser mn
respect of the Warranties shall not be affected by

76t  Completion,

762 s knowledge of any information the Purchaser may have received or been given or have
actual, implied or constructive notice of prior to the signing of this agreement (other than
that Disclosed, and including for the avoidance of doubt those general disclosures
contained 1n the Disclosure Letter),

763 ther failing to exercise or delaying the exercise of any night or remedy; or

764 by any event or matter whatever except a specific and duly auvthorised wntten waiver or
release.

None of the information supplied by any Group Company or is officers, employees, agents or
representatives prior to the date of this agreement to the Vendors or employees, agenis or
representatives in connection with the Warranties and the contents of the Disclosure Letter or
otherwise tn relaiion to the busmess or affars of any Group Company shall be deemed a
representation, warranty or guarantee of its accuracy by any Group Company to the Vendors and
the Vendors waive any claims against any Group Company or its officers, employees, agents or
representatives which they might otherwise have in respect of the same

The hability of the Vendors in respect of the Warranties shall be imited if and to the extent that
the limitations referred to in Schedule 5 apply

The Purchaser warrants and represents to the Vendors that it 1s not actually aware, as at the date
of this agreement, of any matter or thing which would give nise 1o any claim for breach of any of
the Warranues contained in Parts {1 and 1I{ of Schedule 4

Protection of Goodwill
Each Vendor covenants with the Purchaser that he shatl not

811  for a penod of 2 years from the Completion Date be concerned m any other business
enterprise or venture which:

(=) is in competition, directly or indirectly, with the business (or any part thereof) of
any Group Company as carried on at the Completion Date, and

(b} winch operates within 100 mules of the Property,
812  atany ume during the period of 2 years beginning with the Completion Date:

(a) offer employment to, enter into a contract for the services of, or attempt to entice
away from the Company or any of the Subsidiaries, any individual who is at the
time of the offer or attempt, and was at the Completion Date, directly or
indirectly employed or engaged i an executive or managerial position with any
Group Company; or

13

vt et -
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(b) procure or faciitate the making of any such offer or attempt by any other person,
or

n the case of any person firm or company who or which during the 12 months pnior o
the Completion Date shall have been a customey of any Group Company or a prospective
customer with whom any Group Company has entered into (or been invited to enter into)
a formal tender or bid process, 1o whom a wiitten quotation has been supphied by any
Group Company or from whom a wntten request for a quotation has been received by
any Group Company

(a) for a penaod of 2 years from the Completion Date, in competition (whether
directly or indivectly) with the business carried on by the any Group Company as
at the Completion Date, directly or indirectly canvass or solicit or accept orders
from to such person firm or company; or

(b) for a period of 2 years from the Completion Date, directly or indirectly mnduce or
seek to induce any such person firm or company to cease dealing with any Group
Company or restrict or vary the terms upon which it deals with any Group
Company;

at any time after Completion use or {except as required by law or any regulatory
authority) disclose to gny person any wnformation of a secret or confidential nature
concerming the business or affairs of any Group Company or any of its customers or
suppliers or prospective customers or suppliers whom they have had negotiations (except
where such information enters the public domain following the Completion Date
otherwise than as a result of afy such disclosure), or

at any time after Completion use or (so far as it hes within his power) allow to be used 1n
any business with which he is concerned any trade or business name or distinctive mark,
style, logo, domain name or website address used by any Group Company (‘the Marks’)
at Completion or any other name, mark, logo, domain name or website address likely to
be confused with the Marks save that where any such trading or business name 1s a word
of a genenic nature

The covenants in this clause are intended for the benefit of the Purchaser and each Group
Company and apply to actions carried out by a Vendor in any capacity and whether directly or
mndirectly, on the Vendor's own behalf, on behalf of any other person or jointly with any other

person

Nothing in this clause prevents each of the Vendors from.

B3}
§32

8§33

holding for investment purposes only any units of any authorised unit trust; or

hoiding for investment purposes only mm aggregate not more than 5% of any class of
shares or securities of any company traded on any recogmised Investment exchange (as
defined mn the as defined in section 2835 of the Financial Services & Markets Act 2000),
or N

[

perforrung his duties under hus Service Agreement

The Vendors acknowledge that the duration and extent and apphication of the provisions of this
clause are no greater than are reasonable and necessary for the protection of the interests of the
Purchaser

Each of the obligations assumed by the Vendors under this clause is separate and to be construed
independently of the others and is assumed without prejudice to any other obligations of the
Vendors at iaw or in equity

sk
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If any provision of this clause shali be judged by any court of competent jurisdicton to be void or
unenforceable but would be valid if part of that provision were deleted and/or its duration or
scope were reduced then that provision shall apply within the junsdiction of that court with such
modifications as may be necessary to make 1t valid

Costs

Al] costs and expenses incurred by or on behalf of the parties to this agreement, including all fees of
representalives solicitors and accountants employed by any of the parties in connection with the
negotiation preparation and execution of this agreement, shall be borne solely by the party who shalil have
incurred the same and the other party shall have no lrability m respect of such costs and expenses

10.
10.1

102

103
104

195

106

107

Notices

Any notice to be given for the purposes of this agreement shall either be delivered personally or
sent by first class recorded delivery post, registered post or facsimile transmission

The address for service of the Vendors shall be the address of the Vendors* Representative or
such other address within England and Wales as the Vendors who own the majority 1n number of
the Shares may by notice 1n wniting to the Purchaser require If at any time 1t shall not be evident
which representative of the Vendors 1s appomied for the purposes of this clause the Purchaser
may by notice to the Vendors at their addresses in this agreement nominate one of their number
for the purposes of receiving and mving nolices

The address for service of the Purchaser shall be 1ts regstered office for the time being.
i

A notice shall be deemed to have been served as follows

1041 1f personally delivered, at the time of delivery;

1042 1f sent by recordéd delivery post, at the expiratton of 48 hours after the same was
delivered into the custody of the postal authonties,

1043 1f sent by regisiered post, at the expiration of 48 hours afler the same was delivered mto
the custody of the postal authonities, and

1044 if sent by facsimile transmussion prior to 5 pm on a Business Day, on acknowledgement
by the addressee’s facsimule recerving equipmert and in any other case on the Business
Day following the day of acknowledgement by the addressee’s facsimile receiving
equipment,

Any communication will be deemed to have been given to the personal representative of a
deceased party, notwithstanding that no grant of representation has been made in respect of such
party’s estate, if the communication 15 addressed either.

1051 to the deceased party by name,

1052 to such party’s personal representative by title;

at the party’s address as specified in 10.2 or 10.3 (as approprate) and 15 otherwise served 1n
accordance with this agreement.

In proving such service it shall be sufficient to prove that personal delivery was made or that the
envelope containing such notice was properly addressed and delivered into the custody of the
postal authorities as a pre-paid recorded delivery letter or registered post fefler or that the
facsimile transfer was properly addressed and dispatched

Notice given to the Vendors pursuant to clause 10.2 above shall be deemed to be notice to all the
Vendors and any notice by the Vendors (other than a notice changing ther representative




pursuant to clause 1¢2) shall only be given by their appointed represemtative or by the Vendor
nominated by the Purchasers pursuant Lo clause 10 2

11 Governing law and jurisdiction

This agreement shall be governed by and construed 1n all respects in accordance with English law and the
parties wrevocably agree that the Courts of England and Wales shall have exclusive junsdiction in respect
of any dispute suit action arbitration or proceedings which may arise out of or in connection with this
agreement provided that nothing contained in this agreement.

12 Pubhcity

No announcement or other disclosure concerning the sale and purchase of the Shares or any ancillary
matter shall be made before or after Completion by any party to this agreement (whether to the press,
employees, customers or otherwise) unless-

121 the content thereof and the manner and timing of its presentation and publication has been agreed
between the parties {not to be unreasonably withheld or demed), or

122 such announcement or disclosure 1s required by any apphcable law or order of a court of
competent Jurisdiction or by any governmental authority or supervisory or regulatory body to
whose rules we are subject or with whose rules 1t 1s necessary for a party to comply.

13. General

131 This agreement shall (except for any obligation that has already been fully performed) continue 1n
full force and effect afier Completion

132 All of the parties to this agreement shall promptly do all acts and things and s1gn and execute all
documents and deeds requisite for the purpose of implementing the terms of this agreement

133 Each of the Vendors by executing this agreement appoints the Purchaser to be his attorney firom
Completion granting to the Purchaser full power on Ins behalf to exercise all voling and other
related rights attaching to the Shares sold by that Vendor and power to execute, do and make all
documents, acts and things as may be required 1o vest the full benefit of the same in the Purchaser
for a pertod of 6 months from the Completion Date or until the Shares are registered in its name if
sooner

134 Without prejudice to clause 13 3, the Vendors shall (at the Purchaser’s expense), from time (o
time on being required to do so by the Purchaser, now or at any time in the future, do or procure
the doing of all such acts and/or execute or procure the execution of all such documents in a form
satisfactory to the Purchaser as the Purchaser may reasonably consider necessary for giving full
effect to this agreement and securing to the Purchaser the full benefit of the rights, powers and
remedies conferred upon the Purchaser in this agreement

135 Notwithstanding any rule of law or equity ta the contrary, any release, waiver or compromise or
any other arrangement of any kind whatever which the Purchaser may agree to or effect m
relation to one Vendor in connection with this agreement {and in particular the Warranties) shall
not affect the rights and remedies of the Purchaser as regards any other Vendor

136  The Purchaser shall be entitled to assign or transfer in whole or 1n part the benefit and/or burden
of this agreement or any nghts and/or obligations of the Purchaser under this agreement to any
member of the Purchaser’s Group

137  Save as sel out 1n clause 13.6 none of the nghts or obligations under or pursuant to this agreement
may be assigned or transferred to any other person without the written consent of all the parties.
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13 10

1311

1312

1313

13 14

1315

1316

This agreement, together with any documents in the Agreed Form (together ‘the Transacton
Documents’), contains the whole agreement between the parties relating to the transactions
provided for in this agreement and supersedes ali previous agreements (if any) between such
parties 1n respect of such matters and each of the parties to this agreement acknowledges that in
agreeing to enter mnto the Transaction Documents it has not relied on any representations or
warranties except for those contained in the Transaction Documents.

No vanations o this Agreement shal! be effective unless 1n writing and signed by or on behalf of
each party

Tune shall be of the essence of this agreement as regards the dates and periods specifically
mentioned in the agreement

If a party which 1s required to pay any sum under this agreement fails to pay any sum payable by
it under this agreement on the due date for payment (‘the Defaulting Party’), it shall pay interest
at the Agreed Rate of on such sum for the period from and including the due date up to the date of
aclual payment (afier as well as before judgment), such interest to accrue daity on the basis of the
actual number of days elapsed and a 365-day year and shall be paid by the Defaulting Party on
demand

Any remedy or right conferred upon the Purchaser for breach of this agreement (including the
nght to rescission) shall be in addition to and without prejudice to all other rights and remedies
available to it

Subject always to the provisions of Schedule 5, no failure or delay by the Purchaser 15 exercising
any claim, remedy, right, power or privilege under this agreement shall operate as a waiver nor
shall any single or partial exercise of.any claim, remedy, rnght, power or privilege preclude any
further exercise thereof or exercise of any other claim right power or privilege

This agreement shall be binding on the Vendors and their executors, personal representatives and
successors whomsoever and unless the conteat otherwise requires, references to the Vendors shall
include references to such executors, personal representatives and successors

This agreement may be executed in any number of counterparts each of which shali be an oniginal
but such counterparts shall together constitute one and the same agreement Any party may enter
nto this agreement by executing a counterpart and this agreement shall not take effect until it has
been executed by all parties

Nothing in this agreement s intended to confer on any person any right to enforce any term of
this agreement which that person would not have had but for the Third Party Rights Act

IN WITNESS whereof this agreement has been executed as a deed on the date first above wnitten,




(h
Name

Dawid Jay

Steven Hampton

David lohn Wales

(2}
Address

Mulberry House
Pinfold Lane
Kirksmeaton
West Yorkshire
WEF8 3JT

121 Glenluce
Vigo

Birtley

Tyne & Wear
DH3 2]A

36 Bluebell Close
Gateshead

Tyne and Wear
NE9 6RF

SCHEDULE 1
The Vendors

(3 (4}
No of Shares Consideration

{£)
80,000 2,180,000 00

10,000 200,000 00

10,000 200,000 00
]

18

(5)
Consideration
Shares value

540,000 00

140,000 00

140,000 00

(6)
Pro Rata
Share (%)

80 00

1000

10 00




SCHEDULE 2

Part |
The Company
Place Of Incorporation: England and Wales
Registered Number: 04907402
Registered Office: Newburn Bridge Road
Blaydon
Tyne & Wear
NE21 4TE
Date of Incorporation: 22 September 2003
Directors: D Jay
S Hampton
D J Wales
Secretary: D Jay
Accounting Reference Date: 30 November
Accountants: ! Baker Tilly Chartered Accountants
Authorised Share Capital: 100,000 ordinary shares of £1 00 each
Issued Share Capital: o 100,000 ordinary shares of £1 00 each
Mortgages/Charges:  * Debenture dated 4" December 2003 granted in
favour of The Governor and Company of the Bank
of Scotland




Name:

Place Of Incorporation:
Registered Number:
Registered Office:

Date of Incorporation:

Directors:

Secretary:

Accounting Reference Date:

Accountants:

Authorised Share Capital:
Issued Share Capital:
Mortgages/Charges:

Part

The Subs

20

I

1diaries

Chirmam Limited
England and Wales
01276545

Newburn Bndge Road
Blaydon

Tyne & Wear

NE21 4NT

9 September 1976

D Jay
S Hampton
D J Wales

D Jay

30 November

Baker Thlty Chartered Accountants
16,000 ordinary shares of £1 00 each
16,000 ordinary shares of £] 00 each

Debenture dated 4™ December 2003 granted n
favour of The Governor and Company of the Bank
of Scotland




Name:

Place Of Incorporation:
Registered Number:
Registered Office:

Date of Incorporation:

Directors:

Secretary:

Accounting Reference Date:
Accountants:

Authorised Share Capital:
Issued Share Capital:
Mortgages/Charges:

21

Chimarn (Surveying) Limited
England and Wales
05087226

Newburn Bridge Road
Blaydon

Tyne & Wear

NE2| 4TE

29 March 2004

D Jay
S Hampton
D J Wales

D Jay

30 November

Baker Tilly Chartered Accountants
1,000 ordinary shares of £1 00 each
1,000 ordinary shares of £1 00 each

None




SCHEDULE 3

The Lease

Address of Property: The storage and office premises at Newbum
Bridge Road, Blaydon

Tenure: Leasehold

Lease Date: 1 November 2002

Parties: Hobsons Choice Stores Limited and Chirmarn
Limited

Term Commencement Date: 1 November 2002

Term: 6 years

Current Annual Rent: £19,000 per annum

Rent Review Dates: 1 November 2005

Permitted Use: As permitted by the Planning Permission

22
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SCHEDULE 4
Warranties -

Part1

Title Warranties

Each Vendor has full power and authonty to enter into and perform tlus agreement and all
documents entered into or delivered pursuant o it and this agreement and all documents entered
into or dehivered pursuant to it when executed will constitute binding obligations on each Vendor

Each Vendor is entitled to sell and transfer to the Purchaser the full legal and beneficial
ownership of the number of Shares set opposite his name in column (3) of Schedule 1 free of ail
liens charges and Encumbrances or interests in favour of or claums made by or which could be
made by any other person.

There 1s nol, nor 1s there any agreement or arrangement to create, any pledge, lien, charge or
Encumbrance on, over or affecting the Shares held by each Vendor and no claim has been made
by any person to be entitled to any of the foregoing

Part 11

Corporate matters

The nformation contained in Schedules 2 and 3 ts true and accurate mall respects.
The Company has complied with all applicable provisions of the Companies Acts
The register of members and the statutory books of the Company

(a) have been properly kept, and

(b) are up-to-date

The Company has not received any notice of any application or intended application under the
provisions of the Compames Acts for the time being in force for the rectification of the register of
members

The Disclosure Letter has annexed to 11 a true and complete copy of the current memorandum and
articles of association of the Company

The Company has not at any time on or following 1 December 2003 acquired or taken a charge
over any of 1ts own shares.

So far as the Vendors are aware, the Company has not at any time prior to ! December 2003
acquired or taken a charge over any of its own shares.

So far as the Vendors are aware, the Company has not entered 1nto any arrangement mvolving the
acquisition from or disposal to 11s current directors or connected persons of non-cash assets

The Company has filed ail returns particulars resolutions and decuments required by the
Companies Acts or any other legislation 1o be filed with the registrar of companies or any other
governmental or local authority and all such filings were and are correct In particular all charges
created by or in favour of the Company have (if appropnate) been registered 1n accordance with
the provisions of the Companies Acls

23
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38

42

The Company does not have, and has not on or following | December 2003 had, any subsidiaries
or subsidiary undertakings other than the Subsidiaries

Share Capital

The Company s the sole and beneficial owner of the whole allotted and issued share capital of
each of the Subsidiaries, and the issued shares of the Subsidiaries are free from Encumbrances

There are no agreements or other arrangements 1n force which provide for the present or future
issue allotment or transfer of any share or loan capital of the Company (including any option or
right of pre-emption or conversion)

Since the Accounting Date

{a) no share or loan caprtal of the Company has been 1ssued or allotted or agreed to be issued
or aliotted, whether conditionally or absolutely,

{b) the Company bhas not undergone any capital reorganisation or change in its capital
structure, and

(c) no resolutions have been passed by the Company

So far as the Vendors are aware no share capital shown in the Accounts or in the statutory books
of the Company has been forfeited

No shares 1n the capital of the Company have at any time been 1ssued and no transfers of shares
in the capital of the Company have been registered otherwise than in accordance with the articles
of association of the Company from time to time in force and the Companies Acts

No dividends or other distributions”of profits have been declared made or paid since the
Accounting Date

All dividends or other distributions of profits declared made or paid on or since | December 2003
have been declared made and paid in accordance with law and 1ts articles of association.

So far as the Vendors are aware all dividends or other distributions of profits declared made or
paid since the date of incorporation of the Company and prior to 1 December 2003 have been
declared made and paid (n accordance with law and 1ts articles of association

Accounts
The Accounts
(a) comply with the requirements of the Companies Acts;

(b) have been prepared on a consistent basis and in accordance with accounting standards,
polices, principles and practices generally accepted in the UK,

() are accurate 1n all material respects and show a true complete and fair view of the state of
affairs financial position assets and liabilities of the Company and of its results for the
financial period ending on the Accounting Date,

(d) are not affected by any unusual extraordinary or non-recutming items, and

(e) value the work-in-progress on a basis that includes profit and includes adequate
provision for losses which have ansen on uncompleted contracts and on completed
contracts in respeci of which the maintenance pertod is unexpired

The Accounts set out correctly all such reserves or provisions for Taxation, including deferred
Taxation 1n respect of any transaction occurring prior to the Accounting Date for which the
Company 1s accountable up to such date

24
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4.6

52

53

5.4

The profits of the Company for the three financial periods ended on the Balance Sheet Date, as
shown by the accounts of the relevant Group Companies, and the trend of profits shown by them
have not (except as fully, farrly and accurately disclosed in them) been affected 10 a matenal
extent by inconsistencies of accourding practices, by the inclusion of exceptional or non-recurring
tems of income or expenditure, by transactions entered into otherwise than on normal
commercial terms or by any other factors rendenng such profits for all or any of such perods
eaceptionally hugh or low

The Management Accounts have been prepared in accordance with generally accepted United
Kingdom accounting standards and practices and show a true and fair view of the state of affairs
financial position assets and liabilines of the Company during the penod to which they relate and
adequately disclose all assels and habibties of the Company at the relevant balance sheet date to
which they relate

So far as the Vendors are aware, the book debts of the Company wiich have not been realised on
or prior to the Completion Date will realise within 3 months of such date their nominal value less
the value aftmbuted to any reserve for bad or doubtful debts included in the Management
Accounts and, so far as the Vendors are aware, none of the book debis s subject to any counter-
claim or set-off

The accounting records of the Company'

(a) are 1n the possession of the Company and contain accurate records of those required to
be entered in them by the Compames Acts, and

{b) have been held for the penods required by the Compames Acts
A
Borrowings and lending

Eacept as disclosed in the Accounts or the Management Accounts the Company does not have
outstanding (whether made by or incurred by the Company)

(a) any borrowing or indebtedness in the nature of borrowing inciuding any bank overdrafts,
(b) any Encumbrance, guarantee or simular obligation; and

(c) any arrangements of a type envisaged by the Companies Act 1985 sections 320 or 330 or
any agreements for such arrangements or any other transaction in which a director of or a
person connected with the Company has a matenal interest.

The Company-
{a) has not lent any money which has not been repaid to it, and

()] does not own the benefit of any debt (whether present or future) or the nght to recerve
any money other than debts accrued to st in the ordinary course of its business

The statements of the Company’s bank accounts and of their credit or debit balances and the
reconcihiations to be delivered at Completion are correct and the Company has no other bank or
deposit accounts {(whether in credit or overdrawn) not included 1n such statements

In relation to such Encumbrances or guarantees (if any)} Disclosed and in relation to any other
financial facilities available o or financial obligations incurred by the Company

(a) the Vendors have suppled to the Purchaser full particulars;

(b) so far as the Vendors are aware there has been no contravention of or non-compliance
with any provision of any such Encumbrances, guarantees or facilities, and

25




55

56

57

5.8

6.2

6.3

(c) so far as the Vendors are aware no steps for the enforcement of any Encumbrances have
been taken or threatened

The Company has not- -

{a) factored any of 1ts debis or engaged 1n financing of a type which would not require to be
shown or reflected in the Accounts,

(b) since the Accounting Date repaid or become i{iable to repay or prepaid any loan or loan
capital or indebtedness in advance of its date of maturity, and

(c) received notice from any lenders of money to 1t requinng repayment or enforcement of
any Encumbrance and so far as the Vendors are aware there are no circumstances hkely
to give rise to any such notice

No grants have been made to the Company since 1* December 2003 and, so far as the Vendors
are aware, no grants have been made to the Company during the period commencing upon the
date 6 years prior to the date of this agreement and ending upon 30 November 2003 No act or
transaction has been effected in consequence whereof the Company 1s or may be held hable to
refund 1in whole or in part any such grant or any loan recerved by virtue of any statute or 1n
consequence whereof any such grant or loan for which application has been made by 1t will not or
may not be paid or will or may be reduced

The Company 1s not responsible for the indebtedness of any other person nor party to any optien
or pre-emption right or any guarantee, suretyship or any other obligation (whatever called) to pay,
purchase or provide funds (whether by the advance of money, the purchase of or subscription for
shares or other secunities or the purchage of assets or services or otherwise) for the payment of, or
as an ndemnity aganst the consequence of default in the payment of, any mdebtedness of any
other person

No person other than the Company or a Subsidiary has given any guarantee of or security for any
overdrafi, loan or loan facility granted to the Company or any Subsidiary

Assets

The Company has Legal and Beneficial Title to all assets of the Company which are mcluded
the Accounts or have otherwise been represented as being the property of the Company or which
were at the Accounting Date used or held for the purposes of its business and (except for assets
disposed of or realised by the Company in the ordinary course of business) the Company retains
such utle to all such assets and all such assets are 1n the possession and contrel of the Company
and are sited within the United Kingdom

The Company has Legal and Beneficial Title io all assets which have been acquired by the
Company since the Accounting Date and the same are in the possession and control of the
Company

The fixed and loose plant and machinery, fixtures and fitungs, vehicles and office equipment used
in connection with the business of the Company:

(a) are (having regard to their age and use) in good repair and condition;
{b) are regularly maintained;
() are capable of doing the work for which they were designed, and

(d) in the case of the vehicles owned by the Company, are road-worthy and duly licensed for
the purposes for which they are used
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Save as Disclosed all assets used in connection with the business of the Company are owned by it
absolutely and are held free from any lease, hire purchase or conditmna[ sale agreement, bill of
sale or other agreement for payment on deferred terms

The assets owned by the Company {together with assets held under the hire purchase, lease or
rental agreements listed m the Disclosure Letter) comprise all assets necessary for the
continuation of the business of the Company as presently carried on

Insurances

Particulars of all the policies of insurance currently maintained by or on behalf of the Company
are set out 1n the Disclosure Letter and these particulars are accurate and not misleading

All prermums due in respect of the Company’s insurance policies have been paid in full.

The Vendors are not aware of any circumstances which would or rmght entitle the Company to
make a claim under any of its insurance policies or which would or might be required under any
of its insurance policies to be notified 1o the insurers

Defective services

No proceedings have been staried and so far as the Vendors are aware there are no outstanding
habihities or claims pending or threatened agamst the Company n respect of any services
supplied by the Company for which the Company 1s or may become liable and no dispute exists
between the Company and any of their respective customers or clients

No proceedings have been started, are pending or have been threatened against the Company n
which it is claimed that any products.manufactured or sold by the Company are defective, not
appropriate for their intended use or have caused bodily injury or matenal damage to any person
or property when apphed or used as mtended

Disputes/litigation o

The Company is not engaged (whether as claimant, respondent or otherwise) m any litigation,
crimnal or arbitration proceedings before any court, tribunal, statutory or governmental body,
department, board or agency and no litigation, criminal or arbitration proceedings are pending or
threatened by or against the Company and the Vendors do not know of any facts which are likely
to give rise to the same or which are likely to give nise 10 proceedings in respect of which the
Company would be liable to indemmfy any person concerned

The Company 1s not subject to any order or judgment given by any courl or governmental agency
and has not been a party to any undertaking or assurance given to any court or governmental
agency which is still in force nor so far as the Vendors are aware sre there any facts or
circumstances which (with or without the giving of notice or lapse of time) would be likely to
result 1n the Company becorming subyect to such an order or judgment or being required to be a
party to any such undertaking or assurance

None of the Vendors, the Company, the directors of the Company or (so far as the Vendors are
aware) any of its employees have been notified that they are the subject of any investigation
inquiry process or request for information in respect of any aspect of the activities of the
Company by any governmental body department board or agency or by any organisation charged
with the supervision of any activities from time to time engaged in by the Company and no such
procedures are pending or threatened and the Vendors do not know of any facts which are likely
to give nise to any such procedure

The Company has not been notified of any dispuie with any Taxation Aothonty or other official
department in the United Kingdom or elsewhere in relation to the affairs of the Company and so
far as the Vendors are aware there are no facts which may give nse to such dispute
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There are no claims pending or threatened or capable of ansing against the Company by any
employee or workman or third party in respect of any accident or imury which are not fully
covered by insurance .

Comphance with statutes and licences

The Company has obtained all licences, consents, approvals, permissions, permits, test and other
certificates and authorities (public or private) necessary for the carrying on of 1ts business in the
places and 1n the manner 1n which such business 1s now carned on, all of which are valid and
subsisting and there are no reasons or facts or circumstances which (with or without the giving of
nolice or lapse of time} would be likely to give rise to any reason why any of them should be
suspended cancelled revoked or not renewed

So far as the Vendors are aware the Company has conducted and 1s conducting 1ts business 1n all
respects in accordance with all applicable laws and regulations (whether of the United Kingdom
or elsewhere)

The Company has registered itself under the Data Protection Act 1998 in respect of all registrable
personal data held by it and ail due and requisite fees in respect of such registrations have been
paid

The details contained in such registrations or applhications are correct, proper and suitable for the
purpose(s) for which the Company holds or uses the personal data which are the subject of them

All personal dalta held by the Company has been held in accordance with the Data Protection Act
1998 and so far as the Vendor 1s aware there has been no unauthonsed disclosure of such
personal data

There are no outstanding enforcement, deregistration or transfer prombition notices or any other
nature of notice under the Data Protection Act 1998 currentiy outstanding against the Company,
nor 15 there any’ outstanding appeal against such notices The Vendors are not aware of any
crcumstances which may give rise to the giving of any such notices to the Company

Ihere are no unsatisfied requests 1o the Company made by data subjects in respect of personal
data held by the Company, nor any ouistanding applications for rectification or erasure of
personal data,

There are no outstanding clatms for compensation for inaccuracy, loss or unauthonsed disclosure
of personal data nor 1s any personal data held by the Company inaccurate, nor has the Company
lost or made any unauthorised disclosure of any such data

The Company has complied in all respects with the provisions of the Data Protection Act 1998
and all regulations made under that Act and has established procedures to ensure continued
compliance with all such legislation.

Trading position
Since the Accounting Date-

(2) the Company has not experienced any material deterioration 1n its financial position or
turnover;

(b) the Company has not disposed of any assets or assumed or incurred any outstanding
capital commitment or any material liabilities (whether actual or contingent) otherwise
than in the ordinary course of carrying on its business (and for this purpose disposals of
fixed assels fixed and loose plant and machinery shall be deemed to be not in the
ordinary course of business);
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{c) the Company has carried on 1ts business in the ordinary and usual course and without
entermg (nto any transaction, assuming any liability or making any payment which is not
n the ordinary course of business and without any interruption or alteration in the nature,
scope or manner of 11s busimness;

{d) has not declared, made or paid any dividend, bonus or other distribution of capital or
income {whether a qualifying distribution or otherwise) and (excluding fluctuations in
overdrawn current accounts with bankers) no loan or loan capital of the Company has
been repaid in whole or in part or has become due or 15 hable to be declared due by
reason of either service of a nouice or lapse of time or otherwise howsoever,

{e) has not entered into contracts mnvolving capital expenditure 1In an amount exceeding
£50,000 00 in the apggregate;
{f) has not purchased stocks in quantities or at prices matenally greater than was the practice

of the Company prior to the Balance Sheet Date,

{g) has not released any debts in whole or 1n part end has not written off debts in an amount
exceeding £50,000 00 in the aggregate, and

(h) has paid 1ts creditors within the times agreed with such creditors and does not have any
creditors outstanding which are overdue for payment by more than four weeks

The Company does not use on 1its letterhead, books or vehicles or otherwise carry on the Business
under any name other than 1ts corporate name

So far as the Vendors are aware, the Company is entitled to carry on the business now carried on
by 1t and carried on by it since incorpofation without any conflict with any valid right of any other
person firm or company

There are 1n force no powers of attorney given by the Company (other than to the holder of an
Encumbrance which has been Disclosed, solely to facilitate its enforcement) nor any other
authority given by the Company to any person to enter into any contract or commitment or do
anything on 1ts behalf ather than any authonity of employees to enter into routine trading contracts
in normal course of their duties

Conrtracts and arrangements

There are not now outstanding with respect to the Company or to which the Company s a party
(a) any long term, unusual or onerous contract;

(b) any contract not made in the ordinary course of business;

(c) any joint venture consortium or other partnership amrangement or agreement,

{d) any arrangements contractual or otherwise between the Company and any third party
which will or may, in accordance with its terms, be terminated as a result of any change
in shareholders of the Company or the sale and purchase provided for in this agreement
or, so far as the Vendors are aware, of compliance with any other provision of this
agreement,

(e) any contract of agency or distnibutorship,

(f (excepting guarantees or warranties implied by law with respect of the services supplied
or performed by the Company wn the ordinary course of business) any guarantee,
warranty, undertaking or contract for indemmty or for suretyship under which the
Company 1s under a prospective or contingent liability,
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{g) any agreement or arrangemeni entered into by the Company otherwise than by way of
bargain at arms length or on arms length terms and in the ordinary course of the
Company’s business, y

(h) any contracts or arrangements of whatever nature binding on the Company which cannot
be terminated without giving rise to any habilities whatever on the part of the Company
by the Company giving 3 maonths’® notice or less,

1) any agreement or arrangement which cannot readily be fulfilled or performed by the
Company 1n accordance with 1ts terms and without undue or unusual expenditure or
effort or without making a loss; any agreement containing covenants limiting or
excluding its nght to do business and/or compete n any area or any field or with any
person firm or company, or

() any agreement or arrangement which the Vendors know ar beheve fo be invalid or n
respect of which there are grounds for its determunation rescission avoidance or
repudiation (whether by the Company or any other party)

The terms of all contracts of the Company have been complied with by the Company and, so far
as the Vendors are aware, by the other parties to the contracts in all respects and, so far as the
Vendors are aware, there are no circumstances likely to give nse to a default by the Company or
by the other parties under any such contract

There are no outstanding claims, separately or i the aggregate, of material amounts against the
Company on the part of customers or other parties 1n respect of defects in quality or delays in
delivery or completion of contracts or deficiencies of design or performance or otherwise relating
to liability for goods or services sold or supplied by the Company and no such claums are
threatened or so far as the Vendors are aware anticipated and there 15 no matter or fact in
existence n relation to goods or services currently sold or supplied by the Company which might
give nise to the same -

The Company has no knowledge of the invalidity of, or grounds for rescission, avoidance or
repudiation of, any agreement or other transaction to which the Company 1s a party or in relation
to which it otherwise purports to have enforceable nghts and has received no notice of any
mnieniion to terminate, repudiate or disclaim any such agreement or other transaction

No offer, tender or the like given or made by the Company on or before the date of this agreement
and still outstanding is capable of giving rise to a contract merely by a unilateral act of a third
party

The Vendors have no knowledge, information or belief that since the Accounting Date or after
Completion or as a result of the proposed acquisition of the Shares by the Purchaser:

(a) any supplier of the Company has ceased or will cease supplying the Company or may
substantially reduce its supplies to the Company, or

(b) any cusiomer of the Company has terminated or will terminate any contract with the
Company or cease or materially reduce its business with it

Intellectual property rights

Qther than the Relevant IP the Company does not require any further Intellectual Property in
relation to the development, marketing or sale of its services or in relation to any of the processes
employed in the business of the Company

The Relevant IP is valid and subsisting and none of the Relevant [P 1s the subject of outstanding
or threatened disputes, claims or proceedings for canceliation, revocation, opposition,
interference, rectification or contested ownership.
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All Relevant IP of which the Company ts the registered proprietor has been maintained and all
renewal fees have been paid on time

So far as the Vendors are aware the Company has not wmfringed and does not infringe any
Intellectual Property of a third party as a result of the Company's use or explotation of the
Relevant IP, nor will such use or exploitation give rise to any mfringement dispute, claims or
proceedings against the Company.

Information technology and telecommaunications

All IT Systems and data are owned by the Company, and are not wholly or partly dependent on
any facilities or services not under the exclusive ownership and control of the Company

The Company has obtained all necessary rights from any third party to enable the Company full
and unrestricted access 1o and use of the IT Systems enable the Company to continee to operate
its business

The Company has n its possession or in 1ts control the source code of all Software used by it for
the purposes of the business of the Company

All IT Systems are in good working order, function n accordance with all applicable
specifications, and have been and are being properly and regularly maintained and replaced

So far as the Vendors are aware the present capacity of the IT Systems is sufficient in order to
satisfy the existing requirements of the Company with regard to datz processing and
communications at the date hereof

So far as the Vendors are aware no pait of the 1T Systems 1s or has been infected by any virus or
other extraneously-induced malfunction, and no person has had unauthorised access to the IT
Systems or any data stored thereon.

The Company has taken all reasonable steps to ensure that 1ts business can continue 1n the event
of a failure of the IT Systems

The operation of the IT Systems and the provision of the IT Services has been unaffected by any
change 1n date or by any related change i the field configurations containing date information
within the IT Systems In particular

(a) there has been no error, malfunction or change i the operation, functionahty or
performance of the IT Systems or the provision of the IT Services;

(b) date-based functionality has behaved consistently for dates since the year 2000,
Employees

Fuil particulars of the names and addresses, dates of birth, dates of commencement of
employment or appointment to office, salaries and terms and conditions of employment of ail of
the employees and officers of the Company (including all remuneration payable participation in
benefit schemes such as medical expenses, permanent health insurance, pension, company car etc,
any profit shanng, commission, incentive or discretionary bonus arrangements to which the
Company is a party and all other benefits provided which the Company 15 bound to provide
{whether now or n the future) to each officer and employee of the Company) are Disclosed

There are not now outstanding,

(a) any service agreements or coniracts between the Company and any of its directors,
officers, executives or employees which cannet be terminated by the Company by 12
weeks’ notice or less without giving rise to a claim for damages or compensation (other
than a statutory redundancy payment),
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(b} any recogmtion or other agreement or arrangement between the Comtpany and any trade
umoen or other body representing its employees, and

(c) any liabitities of the Company for industrial training levy or for any other statutory or
governmental levy or charge

The Vendors are not aware of any outstanding claim against the Company by any person who s
now or has been an officer or employee of the Company and no disputes have during the
preceding 3 years arisen between the Company and any matenal number or category of
employees and so far as the Vendors are aware there are no present circumstances which are
likely to give nse to any such dispute.

There 15 no liability or claim agamnst the Company outstanding or, so far as the Vendors are
aware, anticipated under the Equal Pay Act 1970, the Sex Discnmination Acts 1975 and 1986, the
Race Relattons Act 1976, the Disability Discnmination Act 1995, Employment Rights Act 1996,
the Transfer of Undertakings (Protection of Employment) Regulations 2006, the Soctal Secunty
Contiibutions and Benefits Act 1992, Trade Union and Labour Relations Consolidation Act 1992,
the Working Time Regulations 1998, the National Minimum Wage Regulations 1999 or the Part-
time Workers (Prevention of Less Favourable Treatment) Regulations 2000,

Since the Accounting Date no change has been made in the rate of remuneration or the
endowment or pension benefits of any director or employee or in the terms of employment of any
officer or senior executive. No negotiations for any increase in the remuneration or benefits of
any officer or employee of the Company are current

No present director, officer m employe‘c of the Company has given or received notice termsnating
his employment and completion of this agreement wall not entitle any director, officer, employee
to terminate his employment or trigger any entitlement to a severance payment or liquidated
damages.

None of the fellowing are;m existence and there are no proposals for any of the following
(a) profit sharing schemes,

(b) share option schemes,

(c) ‘phantom’ share option schemes,

(d) profit related pay schemes;

(e) employee share ownership arrangements of any kind,

(f) employee benefit trusts or stakeholder pension arrangements

Pension Schemes

The Company has not and will not have any obligation (whether or not legally binding) to
provide or contribute towards pension, lump sum, death, ill-health, disability or accident benefits
in respect of its past or present officers and employees (Pensionable Employees) and no proposal
or announcement has been made to any employee or officer of the Company about the
introduction, continuance, increase or improvement of, or the payment of a contribution towards,
any pension, lump sum, death, ill-health, disability or accident benefit

There are no former schemes which provided any pension, lump sum, death, 1ll-health, disability
or accident benefit in respect of any Pensionable Employees.

The Company has facilitated access for its Pensionable Employees to a designated stakeholder
scheme as required by Section 3 of the Welfare Reform and Pensions Act 1999
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There 15 no obligation on the Company to pay contributions 10 a stakeholder pension arrangement
in respect of any Pensionable Employees of the Company

There are no claims or actions in progress or pending (nor, so far as the Vendors are aware, are
there any reasons for such claims or actions) involving any Pensionable Emplayees 1n connection
with a stakeholder arrangement

The Property

The Property compnises all the frechold and leasehold property owned by the Company or
occupied by it under licence or in which the Company has any other interest

The Company has wn 1ts possession or unconditionally held 1o 1ts order ali the documents of title
relating to the Property

There are no rights, interests, covenants, restrictions, reservaiions, licences or easements or any
disputes or outstanding notices (whether given by a landlord, a local authonty or any other
person) nor (without prejudice to the generality of the foregoing) are there any other matters or
things which adversely affect the proper use and enjoyment of the Property for the purpose of the
business now being carried on at the Property by the Company

The Property is not subject to the payment of any outgoings (except the usual rents, rates and
taxes) and all sums due to date in respect thereof have been paid

There 15 not in respeet of the Property.

(a) any proceedings 1n respect of any infringement of the building bye-laws or any monetary
claim or hability (contingent or otherwise) under Town and Country Planning legislation
or regulations or otherwise;

{b) any enforcement ,or stop notice under the Town and Country Planning legislation or
relevant regulations, or

(c) any order or resolution for the compulsory acquisttion of the Property or any part of it by
any authonty or any notice for closing demohtton clearance or requisition of the
Property,

and the Vendors are not aware of any proposals in relation {o any of the matters referred to in this
paragraph or any other circumstances known which might result in any such order notice or
proceedings being made or served or which may otherwise affect the Property.

So far as the Vendors are aware, the Company has performed and observed all covenants
conditions agreements statutory requirements planning consents bye-laws orders and regulations
affecting the Property and requinng observance or performance by 1t and no notice of any breach
of any such matters has been received

The Property is not affected by any outstanding or potential obligations or habilities ansing under
any agreement for sale, estate contract, option or right of pre-emption

There are no lawfuily enforceable restrictions or prohibitions which restrict or prohibit the
existing use of any of the Property

The existing use of the Property is the permitted use under the Town and Country Planning
legislation (which term includes the Town and Country Planning Act 1990, the Planning (Listed
Buildings and Conservation Areas) Act 1990, the Planning (Hazardous Substances) Act 1990 and
the Planning (Consequential Provisions) Act 1990) and 15 not a temporary or personal use

So far as the Vendors are aware, all development carried out 1n relation to the Property has been
lawful and all necessary consents and permissions have been obtained for such development The
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said consents and permuissions are vahd, subsisting and umimpeachable and are also either
unconditional or subject only to conditions which have been satisfied so that nothing further
remains to be done thereunder

So far as the Vendors are aware, no compensation has been recerved consequent upon a refusal of
any planning permission affecting any of the Property or the imposition of any restrictions 1n any
such planmng permission and no such planning permission 1s suspended

The particulars of the Lease are set out in Schedule 3 and in relation to the Lease

(a) the receipt for the payment of rent which fell due immediately prior to the date hereof 1s
unquahfied;

(b) the Company has observed and performed all of the covenants and conditions contained
tn the Lease and no notices of breaches of any such covenants or conditions contarned
lease have been given or received on the part of either the landlord or the Company and
the landlord has not refused to accept rent or made any complaint of breach of covenant,

(c) no alterations, improvements or additions have been made to the Property to which the
Lease relates since the grant of the Lease or n respect of all such alterations,
improvements or additions made all necessary consents and approvals have first been
obtained,,

(d) VAT is not chargeable on the rent or any other payment 1o be made under the lease and
so far as the Vendors are aware no election has been made by the landlord to waive
exemption from VAT in respect of the lease

So far as the Vendors are aware, the Company has at all times comiplied with the Factories Act
1961 the Public Health Acts 1875 to 1961 the Offices Shops and Railway Premises Act 1963 the
Control of Pollution Act 1974 the Health and Safety at Work etc Act 1974 and the Clean Air Act

o

1993 :

Where required, a fire certificate has been issued i respect of the Property and the Property
complies in all respects with current fire regulations and the current requirements of the insurers
of the Property.

The Company has not at any time

(a) surrendered any lease, licence or tenancy to the landlord without first satisfying itself that
the landlord had good title to accept such surrender and without receiving from the
landiord an absolute release from all habihty ansing under such lease, licence or tenancy,

(3] assigned, or otherwise disposed of, any lease, licence or tenancy without recetving a full
and effective indemnity from the assignee or transferee in respect of its liability under
such lease, licence or tenancy,

{c) been a guarantor of a tenant's hability under any lease, licence or tenancy, or

{d) assignéd or otherwise disposed of any leasehold property in such a way that 1t retans any
other residual hability in respect thereof,

Environmentsl matters

The Company has obtained and have at all imes complied with all Environmental and Health and
Safety Permits, all Environmental and Health and Safety Permuts are in full force and effect, and
there are no facts or circumstances that may lead to the revocation, suspension, vanation, non-
renewal of or inability to transfer any Environmental and Health and Safety Permats
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The Company has at all times complied with ali Environmental Laws and Health and Safety
Laws and so far as the Vendors are aware there are no facts or circumstances which may lead 10
any breach of or hability under any Environmental Laws or Health and Safety Laws

The Company has at all times complied with all applicable provisions of the Asbestos (licensing)
Removal Regulations 1983 and the Controlled Waste (Registration of Carriers and seizure of
Vehicles) Regulations 1991

All infarmation provided by or on behalf of the Company to any relevant enforcement authonty,
and all records and data required to be maintained by the Company under the provisions of any
Environmental Laws or Health and Safety Laws are complete and accurate

There are no Hazardous Substances at, on or under, nor have any Hazardous Substances been
enutted, escaped or mugrated from, the Property

There have been no claims, investigations, prosecutions or other proceedings agamst or
threatened against the Company or any of its directors, officers or employees in respect of Harm
ansing from the operation of the business of the Company or occupation of the Property or for
any breach or alleged breach of any Environmemtal and Health and Safety Permits,
Environmental Laws or Health and Safety Laws and there are no facis or circumstances which
may lead to any such clamms, investigations, prosecutions or other proceedings At no time has the
Company received any notice, communication or information alleging any liabihty in relation to
any Environmental and Health and Safety Matters or that anry works are required

The Company has not received any enforcement, protubition, stop, remediation, improvement or
any other notice from any enforcement authonty, including the Environment Agency, the Health
and Safety Executive and the relevant local authority, with regard 1o any breach or alleged breach
of any Environmental Laws or Health and Safety Laws

The Company has not or 15 likely io have any actual or potential liabibity under any
Environmental Laws or Health and Safety Laws by reason of it having owned, occupied or used
any Other Properties.

Copies of all
(a) current Environmental and Health and Safety Permuts,
€) matenal environmenial and health and safety policy slatements,

(c) material reports 1n respect of environmental and health and safety audits, investigations
or other assessments;

(d) records of any material accidents, ilinesses and reportable diseases;

{e) material correspondence between the Company or any of the Subsidiaries and any
retevant enforcement authority, and

N copies or details of all waste disposal contracts;

relating to the business of the Company or the Property have been Disclosed and all such
statements, reports, investigations, assessments, records, correspondence and other information
are complete and accurate and are not misleading

The Company has not given or received any warranties or indemmues in respect of, have any
insurance 1n respect of, or have otherwise attempted to apportion any liabilittes, duties or
obligations that anse under Environmental Laws or Health and Safety Laws
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Vendors® interests

No Vendor has any interest (direct or indirect) in any other company or business which competes
or has a close trading relationship with any business now camied on by the Company

No person 1s eniitled to receive from the Company any finder’s fees brokerage or other
commussion in connection with the sale and purchase of the Shares under this agreement.

There 15 not now oulstanding any contract or arrangement to which the Company 1s a party and 1n
which any Vendor or any director of the Company 15 or has been interested whether directly or
indirectly

Good standing

No recejver admimistrative recerver or admimistrator has been appointed nor any notice given
petition presented or order made for the appoimment of any such person over the whole or any
part of the assets or undertaking of the Company or any of the Vendors

No petrtion has been presented no order has been made and no resolution has been passed for the
winding up of the Company or for the appointment of a hquidator or provisional iqndator of the
Company

No voluntary arrangement has been proposed or 15 in force under the Insolvency Act 1986 Part |
n respect of the Company.

The Company has not stopped payment nor 1s 1t insolvent or unable to pay s debts as and when
they falt due.

No unsatisfied judgment is outstandiné against the Company and no demand has been served on
the Company under the Insolvency Act 1986 Section 123(1)(a)

No distress execution or other process has been levied in respect of the Company which remains
undischarged nor 1s there any unfulfilled or unsatisfied judgment or courl order outstanding
against the Company

So far as the Vendors are aware there are not pending or in existence any investigations or
mquiries by or on behalf of any governmental or other body in respect of the affairs of the
Company.

The Company has at all times carried on business and conducted its affairs 1n all respects in
accordance with 1ts memorandum and articles of association for the time being 1n force,

Replies to enquiries

The information contained 1n the Vendors’ Solicitors wnitten replies (copies of which are annexed to the
Disclosure Letter) dated 16 November 2006, 22 February 2007, 26 February 2007, 5 April 2007 and 12
April 2007 to the enquines made by the Purchaser’s Solicitors was so far as the Vendors are aware when
given true and accurate,
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Part I11
Taxation
General
(a) All notices, returns (including any land transaction returns), reports, accounts,

computations, statements, assessments and regisirations and any other necessary
information submitted by the Company to any Taxation Authonty for the purposes of
Taxation have been made on a proper basis, were punctually submitted, were accurate
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(b)

(©)

(d)

(e)

{f

(g}

(h)

()

(k)

and complete in all material respects when supplied and remain accurate and complete n
all matenral respects and none of the above 15 or, so far as the Vendors are aware, is likely
to be the subject of any material dispute with any Taxation Authonty

All Taxation (whether of the Untted Kingdom or elsewhere) for which the Company s or
has been liable or is liable to account for has been duly paid (insofar as such Taxation
ought to have been paid)

The Company has not made any payments representing instaiments of corporation tax
pursuant to the Corporation Tax (Instalment Payments) Regulations 1998 i respect of
any current or preceding accounting penods and ts not under any obligation 1o do so

The Company has not paid within the past seven years ending on the date of this
agreement or will become hable to pay any penaity, fine, surcharge or mterest charged
by virtue of the provisions of the TMA 1970 or any other Taxation Statute

The Company has not within the past 12 months been subject to any non-routine visit,
audit, wnvestigation, discovery or access order by any Taxation Authority and the
Vendors are not aware of any circumstances exasting which make it likely that a visit,
audit, investigation, discovery or access order will be made in the next 12 months.

The amount of Taxation chargeable on the Company during any accounting period
ending on or within the six years before Completion has not, to any materal extent,
depended on any concession, agreements or other formal or informal arrangement with
any Taxation Authority.

All transactions in respect of which any clearance or consent was required from any Tax
Authority have been entered into by the Company after such consent or clearance has
been properly obtamed, any application for such clearance or consent has been made on
the basis of full and accurate disclosure of all relevant materal facts and considerations,
and all such transactions have been carned into effect only in accordance wath the terms
of the relevant clearance or consent.

The Company has duly submitted all claims, disclaimers and elections the making of
which has been assumed for the purposes of the Accounts and none of such claims,
disclaimers or eleciions are, so far as the Vendors are aware, likely to be disputed or
withdrawn

Fult particulars have been Dhsclosed of all matters relating to Taxation in respect of
which the Company is er at Completion will be entitled o

(1) make any claym (including a supplementary claim), disclaimer or election for
relief under any Taxation Statute or provision, and/or

(1) appeal against any assessment or determination relating to Taxation; and/or
(i)  apply for a postponement of Taxation

The Con'1pany 15 and will not so far as the Vendors are aware become hable to make to
any person (including any Taxation Authority) any payment in respect of any liability ta
Taxation of any other person where that other person fais to discharge hability to
Taxation to which he 15 or may be pnmarily liable

The Company has sufficient records (o determine the tax consequence which would anse
on any disposal or realisation of any asset owned at the Accounts Date or acquired since
that date but prior to Completion.

Chargeable gains
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22,6

(a)

The book value shown or adopted for the purposes of the Accounts as the value of each
of the assets of the Company on the disposal of which a chargeable gain or allowable
loss could anse does not exceed the amount which on a disposal of such asset at the date
of this agreement would be deductible under section 38 of TCGA 1992.

Capital allowances

(a)

(b)

No balancing charge under the CAA 2001 (or any other legislatton relating to capital
allowances) would be made on the Company on the disposal of any pool of assets (that
15, all those assets whose expenditure would be taken into account 1n computing whether
a balancing charge would arise on a disposal of any other of those assets) or of any asset
not 1n such a pool, on the assumptien that the disposals are made for a consideration
equsl to the book value shown in or adopted for the purpose of the Accounts for the
assets in the pool or (as the case may be) for the asset.

No event has occurred since the Accounts Date (otherwise than in the ordinary course of
business) whereby any balancing charge may fall to be made agawnst, or any disposal
value may fall to be brought into account by the Company under the CAA 2001 (or any
other legislation relating to capital allowances).

Distributions

()

(b

(c)

(d)

No distnbution or deemed distribution within the meaning of sections 209, 210 or 211 of
ICTA 1988 has been made (or will be deemed to have been made) by the Company on or
after 1 December 2003 except dividends shown in therr audited accounts and the
Company is not bound to make any such distribution.

So far as the Vendors are aware no distribution or deemed distnbution within the
meaning of sections 209, 210 or 211 of ICTA 1988 has been made (or will be deemed to
have been made).by the Company prior to 1 December 2003 except dividends shown in
their audited accounts and the Company is not bound to make any such distribution

No rents, interest, annual payments or other sums of an income nature paid or payable by
the Company ar which the Company 1s under an exssting obligation to pay in the future
are or may be wholly or part:ally disallowable as deductions, management expenses or
charges in computing profits for the purposes of corporation tax.

The Company has not within the period of seven years preceding Completion been
engaged in, nor been a party to, any of the transactions set out in sections 213 1o 218
(tnclusive) of ICTA 1988, nor has 1t made or received a chargeable payment as defined
in section 218(1) of ICTA 1588

Loan relationships

All interests, discounts and premiums payeble by the Company in respect of its loan relationships
{w1thin the meaning of section 81 of the Finance Act 1996) are ehigible 1o be brought nto account
by the Company or the Subsidiaries as a debit for the purposes of Chapter 11 of Part IV of the
Finance Act 1996 at the time and to the extent that such debits are recognised i the statutory
accounts of the Company or the Subsidianies

Close comparnies

(a)

(b}

The Company has not 1n any accounting period begmmning after 31 March 1989 been a
close investment-holding company as defined in section 13A of [CTA 1988

No distributton within section 418 of ICTA 1988 has been made by the Company during
the last six years ending at the Accounts Date, nor have such distnbutions been made
between the Accounts Date and Completion
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(<) Any loans or advances made or agreed to be made by the Company within sections 419
and 420 or 422 of ICTA 1988 have been Disclosed and the Company has not released or
writlen off or agreed to release or wnite off the whole or any part of any such loans or
advances

Group 1elief

Except as provided in the Accounts, the Company 1s not and wall not be obliged to make or be
entitled to receive any payment for group relief as defined 1n section 402(6) of ICTA 1988 in
respect of any period ending on or before the Accounts Date, or any payment for the surrender of
the benefit of an amount of advance corporation tax or any repayment of such a payment.

Gi oups of companies

(a)

(b)

(c)

(d)

The Company has not enteied or agreed to enter into an election pursuant to section
171 A or section E79A of TCGA 1992 or paragraph 66 of Schedule 29 to the Finance Act
2002

The execution or completion of this agreement or any other event since the Accounts
Date will not result in any chargeable asset being deemed to have been disposed of and
re-acquired by the Company for Taxation purposes pursuant to section 179 of TCGA
1992, paragraphs 58 or 60 of Schedule 29 to the Finance Act 2002 or as a result of any
other Event {as defined in the Tax Covenant) since the Accounts Date

The Company has not ever been party to any arrangements pursuant to section 36 of the
Finance Act 1998 (group payment arrangements)

The Company has not been, and is not, required by Schedule 28AA of ICTA 1988 to
compute 1ts profits or losses as if an arm's length provision had been made instead of any
actual provision

.

Intangible assets

(a)

(b)

(c}

(d)

For the purposes of this paragraph 22 9, references to ‘intangible fixed assets’ mean
intangible fixed assets and goodwill within the meaming of Schedule 29 to the Finance
Act 2002 to which the prowisions of that Schedule apply (and references to an
‘intangible fixed asset’ shall be construed accordingly).

The Disclosure Letter sets out the amount of expendtture on each of the intangible fixed
assets of the Company and provides the basis on which any debit relating to that
expenditure has been taken into account in the Accounts or, in relation to expenditure
incurred since the Accounts Date, will be available to the Company or any Subsidiary
No circumstances have arisen since the Accounts Date by reason of which that basis
might change

No claims or elections have been made by the Company or any Subsidiary under Part 7
of, or paragraph 86 of Schedule 29 1o, the Finance Act 2002 in respect of any ntangible
fixed aSset of the Company

Since the Accounts Date

() the Company does not own an asset which has ceased to be a chargeable
intangible asset 1n the circumstances described 1n paragraph 108 of Schedule 29
to the Finance Act 2002;

(n) the Company has not realised or acquired an intangible fined asset for the
purposes of Schedule 29 to the Finance Act 2002; and
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()  no circumstances have arisen which have required, or will require, a credit o be

brought into account by the Company or any Subsichary on a revaluation of an
intangible fixed asset. .

2210 Company residence and overseas interesis

2211

2212

(a)

(b)

(c)

(d)

(e)

The Company has within the past seven years been resident 1n the United Kingdom for
corporation tax purposes and have not at any time in the past seven years been (reated for
the purposes of any double taxation arrangements having effect by virtue of section 249
of the Finance Act 1994, section 788 of ICTA 1988 or for any other tax purpose as
resident in any other jurisdiction

The Company has not without the prior wntten consent of HM Treasury caused,
permitted or entered into any of the transactions specified 1n section 765 of ICTA 1988
{mgratton of compames)

The Company does not hold shares in a company which is not resident in the United
Kingdom and which would be a close company 1f 1t were resident in the United Kingdom
in circumstances such that a chargeable gain accruing to the company not resident in the
United Kingdom could be apportioned to the Company pursuant 1o section 13 of TCGA
1992

The Company 15 not holding and has not held in the past seven years any interest n &
controlled foreign company within section 747 of ICTA 1988, and neither of them has
any material interest in an offshore fund as defined in section 759 of ICTA 1988

The Company does not have a'permanent establishment outside the UK

Anti-averdance

()

(b)

(c)

All transactions or arrangemenis made by the Company have been made on fully arm's
length terms and there are no circumstances in which section 770A of, or Schedule
28AA 1o, ICTA 1988 or any other rule or provision could apply causing any Taxation
Authority to make an adjustment to the terms on wiich such transaction or arrangement
is treated as being made for Taxation purposes

The Company has not at any time on or following 1" December 2003 been a party to or
otherwise involved 1 a transaction or senes of transactions 1n relation to which advisers
considered that there was a significant risk that the Company could be hable to taxation
as a result of the principles in W T Ramsey Limited v IRC (54 TC 101) or Furimss v
Dmwson (53 TC 324), as developed in subsequent cases

So far as the Vendors are aware, the Company has not at any time prior to 1* December
2003 been a party 10 or otherwise mnvolved in a transaction or series of transactions in
retation to which advisers considered that there was a significant nsk that the Company
could be hable to taxation as a result of the principles m W T Ramsey Limited v IRC (54
TC 101} or Furniss v Dawson (35 TC 324), as developed in subsequent cases.

Inheritance tax

(a)

(b}

The Company has not made any transfer of value within sections 94 and 202 of the
IHTA 1984, nor has it received any value such that liability might anise under section
199 of the IHTA 1984, nor has 1t been a party to associated operations 1n relation to a
transfer of value as defined by section 268 of the IHTA 1934

There 15 no unsatisfied hability to inhentance tax attached to or attnbutable to the Sale
Shares or any asset of the Company and none of them are subject io any HM Revenue &
Customs charge as mentioned in section 237 and 238 of the IHTA 1984
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(c)

VAT
(a)

(b)

()

(d)

(e)

®

{g)

No asset owned by the Company, nor the Sale Shares are liable 10 be subject Lo any sale,
mortgage or charge by virtue of section 212(1) of the IHTA 1984

‘The Company 1s a taxable person and are duly registered for the purposes of VAT with
quarterly prescribed accounting periods, such registration not being pursuant to
paragraph 2 of Schedule | to the VATA 1994 or subject to any conditions imposed by or
agreed with HM Revenue & Customs and the Company 1s not (nor so far as the Vendors
are aware are there any circumstances by virtue of which it may become) under a duty to
make monthly payments on account under the Value Added Tax (Payments on Accouni)
Order 1993

The Company has complied with all statutory provisions, rules, regulations, orders and
directions tn respect of VAT.

All supplies made by the Company are taxable supplies and the Company has not been
and will not be demied full credit for all input tax by reason of the operation of sections
25 and 26 of the VATA 1994 and regulations made thereunder or for any other reasons
and no VAT paid or payable by the Company is not mput tax as defined in section 24 of
the VATA 1994 and regulations made thereunder

The Company 1s not and has not been for VAT purposes a member of any group of
companies and no act or transaction has been effected m consequence whereof the
Company is or may be held liable for any VAT arsing from supplies made by another
company and no direction has, been given nor will be given by HM Revenue & Customs
under Schedule 9A to the VATA 1994 as a result of which the Company would be
treated for the purposes of VAT as a member of a group

For the purposes of paragraph 3(7) of Schedule 10 to the VATA 1994, the Company or
any relevant associates of the Company (within the meamng of paragraph 3(7) of
Schedule 10 to the VATA 1994) has not exercised the election to waive exemption from
VAT (pursuant to paragraph 2 of Schedule 10 to the VATA 1994) in respect of the
Property.

The Company does not own and has not at any time within the penod of ten years
preceding the date hereof owned any assets which are capital items subject to the capital
goods scheme under Part XV of the VAT Regulauons 1995.

The Company has not made any claim for bad debt rehief under section 36(z) of the
VATA 1994 and accordingly there are no existing circumstances by virtue of which any
refund of VAT obtained or claimed may be required o be repaid or there could be a claw
back of input VAT from any Company under section 36(4) of the VATA 1994

Stamp duty and stamp duty land tax

(a)

(b)

(c)

Any document that may be necessary or desirable in proving the title of the Company to
any asset which 1s owned by the Company at Completion or any document which the
Company may wish to enforce or produce in evidence 15 duly stamped for stamp duty
purposes.

Neither entering into this agreement nor Completion wall result 1n the withdrawal of any
stamp duty or stamp duty land tax relief granted on or before Completion which will
affect the Company.

Details have been Disclosed of any chargeable interest (as defined under section 48,
Finance Act 2003) acquired or held by the Company before Completion in respect of
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which the Vendors are aware or ought reasonably to be aware that an additional land
transaciton return will be required to be filed with a Taxation Authority and/or a payment
of starnp duty land tax made on or after Completion -
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SCHEDULE S
Vendor Protection

The Warranties contamed in Schedule 4 and (to the extent expressly provided 1n this Schedule)
the covenants contained in the Tax Deed shall be qualified by the provisions of this Schedule

The Vendors shall not be liable in respect of any claim under the Warranties contamned i Parts 11
and IIl of Schedule 4 to the extent that the matter or matters giving nse to such claim are
Disclosed

The liability of the Vendors m respect of any breach of the Warranties (and to the extent
expressly so provided in this Schedule) of the covenants contained in the Tax Deed shatl be
limited as follows

(a) the aggregate maximum liability of the Vendors in respect of all and any claims under
the Warranties contained 1n Parts H and 111 of Schedule 4 and under the Tax Deed shall
1n no event exceed the Consideration, and

(b) the Vendors shall not be liable

) in respect of any single claim made by the Purchaser under the Warranties
contamed 1n Parts Il and Il of Schedule 4 where the amount of such claim does
not exceed £2,500 00,jand

() n respect of all and any claims made by the Purchaser under the Warranties
contained in Parts I and I of Schedule 4 unless and uniil the aggregate
cumulative liability of the Vendors 1n respect of all and any such claims exceeds
£50,000 00 in which event the Vendors shall be liable for the entire amount of
such liability

The Vendors shall not be hable 1n respect of any claim under the Warranties contained in Parts II
and Il of Schedule 4 or under the Tax Deed unless 1t shall have been made, in the case of the
Warranties set out in Part [l of Schedule 4 and the Tax Deed, before the expiry of 6 years from
the end of the Company’s current accounting period and, in the case of the Warranties set out in
Part II of Schedule 4, before the expiry of 24 months from the Completion Date

No claim under the Warranties or under the Tax Deed shall be deemed to have been made unless
notice of such claim was made in writing to the Vendors specifying in reasonable detail the event
of default to which the claim relates and the nature of the breach.

Any claim 1n respect of which notice shall have been given in accordance with paragraph 5 above
shall be deemed to have been wrrevocably withdrawn and lapsed (not having been previously
satisfied settled or withdrawn) 1f proceedings in respect of such claim have not been i1ssued and
served on the Vendors not later than the expiry of the period of 6 months after the date of such
notice

Where the Purchaser recovers from some other person any sum 1n respect of any matter giving
rise to a claim for breach of the Warranties contained in Parts 11 and III of Schedule 4 then the
Purchaser shall procure that there shatl be repaid to the Vendors an amount equal to the amount
so recovered (less the reasonable costs and expenses of its recovery and any taxation payable by
the Purchaser as a resuit of 1ts receipt) or (if less) the amount paid by the Vendors in respect of
such claim (less the reasonable costs and expenses of its recovery and any taxation payable by the
Purchaser as a result of its receipt).
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The Vendors shall have no hatlity in respect of any claim for breach of any of the Warranties
contained in Parts Il and II1 of Schedule 4 or any claim under the Tax Deed-

8.1 if and to the extent that specific provision or reserve for or in respect of the liability or
other matter giving rise to such claim has been made in the Accounts or the Completion
Accounts,

82 if and 1o the extent that such claim occurs or s increased as a result of any change n

legislation afier the date of tlus agreement {or any legislation not in force at the
Completion Date) which takes effect retrospectively or the withdrawal after the date of
thus agreement of any published concession or published general practice previously
made by any Taxation Authority,

83 if and to the extent that such claim occurs or 15 increased as a result of any increase n the
rate of Taxation 1n force at the Completion Date,

84 if the amount claimed 15 the recoverable under any policy of insurance provided that any
such recovery does not and will not 1ncrease the level of premiums payable or result in
the imposition of any additional adverse policy terms,

85 if and to the extent thal such claim 1s aitributable to any voluntary act or omission of or
transaction or arrangement camied owl by the Purchaser after the Completion Date
{otherwise than n the ordinary course of business} and which the Purchaser knew would
give rise 1o such claim, or

8.6 if and to the extent such claim would not have arisen but for a change of accounting
policy of the any Group Company afier the Completion Date other than as may be
necessary to comply with generally accepted accounting principles applicable to United
Kingdom companies,

Nothing mn this Schedulé shall derogate from the Purchaser’s obligation to mitigate any loss
which it suffers in consequence of a breach of the Warranties

For the avoidance of doubt the Purchaser shall not be entitled to recover damages 1n respect of
any claim for breach of the Warranties and/or of the covenants contained 1n the Tax Deed where
to do so would involve recovery more than once in respect of the same loss or damage

Any amount payable by the Vendors to the Purchaser in satisfaction of any claim made under the
Warranttes or under the Tax Deed shall be treated as a reduction by that amouni of the
Consideration

If 1n respect of any claim under the Warranties or under the Tax Deed the liability of the Vendors
or of the Company ts contingent only then the Vendors shell not be under any obligation to make
any payment to the Purchaser or the Company until such time as the contingent liability ceases to
be contingent and becomes actual provided that the provisions of paragraph 6 of this Schedule
shall not apply for so long as the liability remains contingent

No claim whatever on the part of the Purchaser or the Company shall be in respect of any breach
of the Warranties or under the Tax Deed if and to the extent that such breach has arsen n respect
of any act or omussions stipulated to be carmed out or omitted pursuant to the terms of this
agreement

The following provisions shall apply 1n respect of any matter or event (“the Matter™) which
might give rise to & claum under the Warranties

141  The Purchaser shall upon it or the Company becoming aware of any Matter as soon as 15
reasonably practicable, give notice 1n wnting to the Vendors' Representative of the
Matter.
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143

144

The Purchaser shall provide and shall procure that the Company will provide to the
Vendors and the Vendors’ professional advisers reasonable access to premises and
personnel and to any relevant assets documents and records within their power possession
or control for the purpose of investigating the Matter and enabling the Vendors to take
such action as is referred 1o in paragraph 14 3 below and shall allow the Vendors and
their advisers 1o 1ake copies of any relevant documents or records

The Purchaser shall, and shall procure that the Company shall, take such action and
nstitute and constitute such proceedings as the Vendors’ Representative may reasonably
request to dispute resist appeal compromuse defend remedy or mitigate the Matlter or to
enforce agamst any third party the rights of the Company m relation to the Matier
(including, for the avoidance of doubt and without limitation to the generality of this
paragraph 14, pursuing any entitlement of the Company or of the Purchaser to recover
from its insurers any sum in respect of the Matter) The Vendors shall secure (to the
Purchaser’s reasonable satisfaction) and fully indemnify the Purchaser and the Company
against all habihities, claims, costs and expenses incurred as a result of any action taken
by the Purchaser or Company pursuant to this sub-paragraph.

The Purchaser shall not, and shall procure that the Company shall not, admit liabnlity in
respect of or compromise any Matter without the prior written consent of the Vendors’
Representative {(such consent not to be unreasonably withheld or delayed)

",
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SCHEDULE 6

Accounting Policies and Procedures for the Completion Accounts

1 General Requirements

The Completion Accounts shall -

[

14

15
16

State the assets and labilities of the Group Compames in accordance with applicable
SSAP's and FRS's and FRSSE's

Be prepared in accordance with Generally Accepted Accounting Standards, Principles and
Policies n the Umted Kingdom

Be prepared on a basis consistent with those accounting policies applied in the preparation
of the statutory accounts for the three financial periods ended on the Accounting Date, save
in circumstances where this shall conflict with the provisions of paragraphs 11 or 1.2 (in
which event the provisions of paragraphs | | and 1 2 shall overnde the provisions of this

paragraph)
Not re-appraise the value of any of the assets of the Company as a result of the change in
ownership of the share capital of the Company (o1 any changes 1n the business of the Group

since Completion following such change in ownership) except only as specifically set out in
this Schedule

A .
Disregard the effect of any matter occurring after the Completion Date

Be prepared m accordance with the specific directions set out in paragraph 2 below and so
that, in the case of any conflict, such directions shall override the provisions of paragraphs
1 110 14 (inclusive) of this Schedule.

2 Specific Directions

The following assumptions and accounting policies shalt be applied--

21

22

No value will (for the avoidance of doubt) be attributed in the Completion Accounts to
intangible assets.

Full provision shall be made for all liabilities of the Company arising under any lease, hire
purchase or conditional sale agreement, bill of sale or other agreement for payment on
deferred terms to which the Company 1s a party.
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SCHEDULE 7
Form of Statement

To David Jay
Mulberry House
Pinfold Lane
Kirksmeaton
West Yorkshire
WF8 3JT

And  Northern Bear PLC
Unut |
Station House
‘ Station Road
| Chester-le-Street
‘ County Durham
1 DH3 3DU

[date]

Dear Sirs

i

Chirmarn Holdings Limited (‘the Company’)

We refer to the agreement dated [date] between David Jay & Others (1) and Northem Bear PLC (2) for
the sale and purchase of the entire 1ssued share capital of the Company (‘the Agreement’)

In our opimion:

4] the Completion Accounts (as defined in the Agreement) have been prepared in accordance with
1ts terms; and

(1) the Net Asset Value (as defined in the Agreement) derived from the balance sheet contained

within the Completion Accounts is £jamount]

Yours faithfully :
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SIGNED as a DEED by )
David Jay )
in the presence of:- )
Witness signature .

Name . DhrES  MIGHTIGAE
Address ! Q7Y SUURE ...
eaehy

LS50 BES L.
Occupation’ IRICHTER,

SIGNED as a DEED by ) M&——D——::’
Steven Hampton ) . §~(2> Y e
)

it the presence of -

’J'
Witness signatuge % N
Name - TOWES, . MISHTINGALE. ... .
Address l. QTY SQuUARK.
. LEEDS L
LWES) 2ES
Oceupation . oo |
SIGNED as a DEED by )%
David John Wales R e evees
in the presence of’- )
Name . TNES. AUGHTIIGRE. ... .. .
Address L.ET). sauagg ...
72
¢5/.265. .
Occupation SouterTak, ...
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SIGNED as a DEED by )
Northern Bear PLC )
acting by - )

Director

------------

Director/Secretary
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