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THIS AGREEMENT 1s made the & day of  Tdecedoer 2006

BETWEEN.

) Those Persons whose names and addresses are set out i columns (1) and (2) respectively of
Schedule 1 (‘the Vendors®); and

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

WHEREAS

(A)  The Company (as herewafter defined) 1s a private company limited by shares and at the date
of this agreement has an authorised share capital of £2,000 00 divided mto
{®) 1,000 ordmary shares of £1 00 each, of which 549 have been issued and are paid or

credited as fully paid, and
(u) 1,000 A ordmary shares of £1 00 cach, of which 200 have been 1ssued and are paid or
credited as fully paid

(B) Each of the Vendors is legally and beneficially entitled to the Shares (as heremnafter defined)
1n the numbers set out agawnst his name m column (3) of Schedule 1 and has the right to sell
or procure the sale of them free from all liens charges and encumbrances.

©C) The Vendors have agreed to grant an option to the Purchaser to purchase the Shares on the
terms but subject to the conditions of this agreement.

NOW IT IS AGREED as follows.

1
11

Definitions and interpretation

In this agreement and in the Schedules (unless the context otherwise requires) the following
words and expressions shall have the following meanings

111 ‘Accounting Date’ means 30® Apnl 2006,

112 ‘Acconnts’ means the accounts of the Company for the accounting reference penod
ended on the Accounting Date (a copy of which has been included 1n the Disclosure
Letter) comprising, inter aha, a balance sheet, a profit and loss account, notes and
directors’ and auditor’s reports prepared in accordance with Part VII of the

Compaties Act 1985;

113 ‘Admission’ means admisston of or permussion for any of the equity share capital of
the Purchaser-to be dealt m on the Alternative Investment Market of the London
Stock Exchange,

114 ‘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 time,

115 ‘Assisnment’ means the deed of assignment (of part of the land demused by the Lease)
dated 10 August 2001 made between (1) Brodefick Structures Limiited and (2) MGM

Ltd;

116  ‘Assocrate’ means in relation to any Vendor

0] his spouse, 1ssue, brother, sister or parent or other Ilmeal ascendant or
descendant;
() any company with which he or any of his relatives, as detailed m (1) above, 15

or may be associated, or
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(uin) any partnership of which he 15 a member

(and for the purposes of (1i) above ‘associated” shall bave the meanmg ascribed to it
mn the Companies Act 1985 Section 346),

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

‘C'AA 2001’ means the Capital Allowances Act 2001;
‘Client Account’ means the bank account of the Vendors' Solicitors as set out below

Bank. Bank of Scotland

Address 41/51 Grey Street
Newecaslle upon Tyne

Sort Code 12-09-19
AccountNo . 00351982
‘Company’ means MGM Lid, further details of which are set out in Schedule 2,

‘Companies Acts’ means the Companies Acts 1985 and 1989 and the Companies
Consolidation {Consequential Provisions) Act 1985,

‘Company’s Accountants’ means Hames Watts of Quayside House, 110 Quayside,
Newcastle upon Tyne, NE1 3DX,

‘Competent Authority’ means any person (including any government or government
agency) having enforcement powers and/or regulatory authonty under Envirconmental
Laws and/or any court of law or tnibunal;

‘Completion Accounts’ means the balance sheet of the Company at the Completion
Accounts Date and its profit and loss account for the period from and excluding the
Accounting Date to and mcluding the Completton Accounts Date, prepared mn
accordance with clause 6 and Schedule 6;

‘Completion Accounts Date’ means the close of business on the day immediately
prior to the Completion Date;

- *Completion Date’ means the date of actual completion of the matters provided for — — -

in clause 7.3 and ‘Completion’ shall be construed accordingly,

‘Completion Payment’ means the sum of £1,300,201 00 less the amount of the
Option Fee paid by the Purchaser;,

‘Compromise Agreement’ means the compromise agreement between the Company
and E Gray (2 Vendor) 1n the Agreed Form,

‘Consideration’ means the sum of £2,000,201 00, less the amount of the Option Fee ™~
paid by the Purchaser,

‘Consideration Shares’ means such number of ordinary shares of £0.01 each i the
capital of the Purchaser as will have an aggregate value equal to £700,000 00,
applyng the Deemed Value to each such share to be allocated as set out in colurn 5

-ofSchethle 1, - -

‘Deed of Surrender’ means a deed of surrender dated 21 April 1991 made between
(1) Ruberoid Company Limited and (2) The Lord Mayor Aldermen & Citizens of the
City and County of Newcastle upon Tyne,

‘Deemed Value’ means the value of an ordinary share of £0 01 in the capital of the
Purchaser as calculated from the average of the closing middle market prices of such
shares for the five Business Days before the Completion Date as derived from the
AIM section of the London Stock Exchange’s Daily Official List,




1123 ‘Determination Date’ means the date upon which the Completion Accounts and
Statemment are agreed or determined in accordance with clause 6,

1124 ‘Disclosed’ means fairly disclosed to the Purchaser in the Disclosure Letter,

1125 “Disclosure Letter’ means the letter and its annexures (disclosing various matiers
relative to the Warranties contained in Parts Il and 1II of Schedule 4) addressed by the
Vendors to the Purchaser i the Agreed Form, save as to those sections of the letier
disclosing specific matters relative to the Warranties contamed m Parts II and III of
Schedule 4 (commencing upon page 2 of the letter);

1126 ‘Epcumbrance’ means any mortgage, charge (whether fixed or floating), pledge, lien
option, right of pre-empuion, right of retention of title or any other form of security
interest or any obligation (includig any conditional obligation) to create any of the
same;

1127 ‘Environment’ means any and all orgamisms (3nciuding man), ecosystems, property
and the following media arr (including the air within buildings and the ar within
other natural or man-made structures whether above or below ground), water
(including water under or within land or mn drains or sewers and coastal and mmland
waters), and land (including land under water),

1128 ‘Environmental Laws’ means all national or focal statutes codes or other laws or
legislation concerning health, safety or matters related to pollution or protection of
the Environment and all decisions, rules, regulations, ordinances, orders and
directives of the European Community, the United Kingdom Parliament and other
statutory bodies in the United Kingdom having jurisdiction in respect of such matters,

1129 ‘ICTA 1988’ means the Income and Corporation Taxes Act 1988;
1130 ‘IHTA 1984’ means the Inhertance Tak Act 1984,
1131 ‘ITEPA 2003’ means the Income Tax (Earnings and Pensions) Act 2003;

1132 ‘Initial Period’ means the period of 3 months commencing upon the date of this
Agreement,

1133 ‘Lease’ means the lease, short particulars of which are set out 1n Schedule 3,

1134 ‘Mapagement Accounts’ means the balance sheet “of the Company as at 3%
September 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™ September 2006, 1n each case 1n the Agreed Form,

1135 *Net Asset Value’ means the total assets less the total liabilities of the Company, as
set out in the Completion Accounts,

1136 ‘Option’ means the nght granted by clause 2.1
1137 “Option Fee’ means the sum determmed n accordance with clause 2 2,
1138 ‘Option Notice’ means a notice served 1n accordance with clause 2 4,
t139 ‘Option Period’ means together:

(@ the Tnifial Period, and

) up to 3 further consecutive periods (subject m each case to the payment of the
appropriate proportion of the Option Fee m accordance with clause 2 3 2) of
1 calendar month each (the first such period commencing forthwith upon
expiry of the Initial Period) providing that payment of the relevant Option
Fee 15 made,

1140 ‘Pension Schemes’ means agreements or arrangements {whether Jegally enforceable
or not) for the payment of any pensions, allowances, lump sums or other like benefits

3
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‘Determination Date’ means the date upon which the Completion Accounts and
Statement are agreed or determined i accordance with clause 6,

“Disclosed’ means farrly disclosed to the Purchaser in the Disclosure Letter;

‘Disclosure Letter’ means the letier and 1ts annexures (disclosing vanous matters
relative to the Warranties contawned in Parts If and I of Schedule 4) addressed by the
Vendors to the Purchaser m the Agreed Form, save as to those sections of the letter
disclosing specific matters relative to the Warranties contained i Parts H and IfT of
Schedule 4 (commencing upon page 2 of the letter),

‘Encumbrance’ means any mortgage, charge (whether fixed or floating), pledge, lien
option, right of pre-emption, right of retention of title or any other form of security
interest or any obligation (including any conditional obhigation) to create any of the
same,

*Environment’ means any and all organisms (ncluding roan), ecosystems, property
and the followmng media ar (including the air within buildings and the air within
other natural or man-made structures whether above or below ground), water
{including water under or within land or 1n dramns or sewers and coastal and inland
waters), and land (including land under water),

“Environmental Laws’ means all national or local statutes codes or other laws or
tegislation concerning health, safety or matters related to pollution or protection of
the Environment and all decisions, rules, regulations, ordmnances, orders and
directives of the European Commumty, the United Kingdom Parliament and other
statutory bodtes in the United Kingdom having junisdiction 1n respect of such matters,

‘ICTA 1988’ means the Income and Corparation Taxes Act 1988,
‘THTA 1984’ means the Inheritance Tax Act 1984,
‘ITEPA 2003’ means the Income Tax (Earnings and Pensions) Act 2003,

‘Imitial Period’ means the period of 3 months commencing upon the date of this
Agreement,

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

“‘Management Accounts’ means the balance sheet of the Company as at 3 1* August

2006 and the trading and profit and loss account of the Company for the peniod of
commencing upon {but excluding) the Accounting Date and ending upon 3 1 August
2006, 1n each case in the Agreed Form,

‘Net Asset Valve’ means the total assets less the total liabilities of the Company, as
set out in the Completion Accounts;

‘Option’ means the night granted by clause 2 1

‘Option Fee’ means the sum determined m accordance with clause 2 2,
‘Option Notice’ means a notice served i accordance with clause 2.4,
‘Option Period’ means fogether
(a)  theInjtial Period, and

®) up to 3 further consecutive periods (subject in each case to the payment of the
appropriate proportion of the Option Fee 1n accordance with clause 2 3.2) of
1 calendar month each (the first such peniod commencing forthwith upon
expiry of the Initial Period) providing that payment of the relevant Option
Fee is made;

‘Pension Schemes’ means agreements or arrangements (whether legally enforceabie
or not) for the payment of any pensions, allowances, lump sums or other ke benefits
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on retrement for the benefit of any present or former director, officer or employee of
the Company or for the benefit of the dependants of any such persons;

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

‘Property’ means the leasehold property demised (with other land) by the Lease and
detarled more particularly in the Assignment but not including the land in the Deed of
Surrender;

‘Pro Rata Share’ means m respect of each Vendor the percentage set but opposite
his name 1n column (6) of Schedule 1,

‘Purchaser’s Solicitors’ means Mincoifs Solicitors LLP of 5 Osborme Terrace,
Newcastle upon Tyne, NE2 1 8Q,

‘Purchaser’s Group’ means the Purchaser, 1ts holding companies and the subsidiary
undertakings and associated companies from time to tune of such holding companues,
all of them and each of them as the context admits;

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

‘Service Agreements’ means the service agreements between the Company and each
of S Gray, L. Raney and B Young (each being an employee of the Company at the
date of this Agreement), in each case i the Agreed Form,

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

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

® the Vendors have agreed in writing that an amount is due to the Purchaser,
‘Shares’ means together _

(a) the 549 ordmary shares of £1 each, and

(b) the 200 A ordinary shares of £1 each;

together compnsing the issued share capital of the Company,

‘Statement’ means a statement of the Net Asset Value 1n the form set out in Schedule
7,

“Taxation’ or “Tax’ means any form of taxation, duty, levy, impost, charge, national
insurance or other similar contsibution or rates, whether created or imposed by any
governmental, state, federal, local, municipal or other body 1in the Unuted Kingdom
and also including any related penalty interest fine or surcharge;

“Taxation Authority’ means HM Revenue & Customs, Department of Social
Sccurity and any other governmental or other authority whatsoever competent to
impose any Taxation in the United Kingdom,

“arg Deed’ yrenns a deed-of tax mdemuity mthe Agreed Form;

‘Taxation Statute’ means any directive, statute, enactment, law or regulation,
wheresoever enacted or issued, coming into force or entered into providing for or
imposing any Taxation and shall include orders, regulations, instruments, bye-laws or
other subordinate legislation 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 Gams Act 1992;
*Third Party Rights Act’ means the Contracts (Rights of Third Partjes) Act 1999,
“TMA 1970° means the Taxes Management Act 1970,

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

“VATA 1994’ means the Value Added Tax Act 1994,

‘*Vendors’ Accountant’ means Robson Laidler LLP of Fernwood House, Fernwood
Road, Jesmond, Newcastle Upon Tyne NE2 1TJ,

‘Vendors’ Representative’ means S Gray or such other person as the Vendors who
own the majority 10 number of the Shares may by notice 1n wnting to the Purchaser
require;

“Vendors’ Soliaitors’ means Robert Muckle LLP of Norham House, 12 New Bridge
Street West, Newcastle upon Tyne NE1 8AS, and

‘“Warranties’ means the warranties set out in clause 8 and Schedule 4 which are
made and given at Completion

In this agreement, unless the context otherwise requires’

121

122

123

124

125
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127

128

references to

(a) ‘SSAP’s’ are references to Statements of Standard Accounting Practice,
) ‘FRS’s’ are references to Financial Reporting Standards,

{c) ‘WRSSE’s’ arc references to Financial Reporting Standards for Smaller
Entities;

(in each case 1ssued or adopted by the Accounting Standards Board from time to
time) and references to ‘UITF Abstracts’ are references to abstracts 1ssued by the
Urgent Issues Task Force of the Accounting Standards Board Lumirted,

any document referred to as bemg “in the Agreed Form’ shall mean a document in a
form agreed by the parties at the date of this Agreement and mutialed by or on therr
behalf for 1dentification purposes; "~ — -~~~ 77 T 70T 0T

references 1o a rate of iterest means that rate as from time to time n force, calculated
from day to day upon the basis of a 365 day year and compounded on the last day of
March, June, September and December n each year, both before as well as after
judgement,

references to a base lending rate, if there 1s no such published or determinable rate at
the appropnate time, mean such rate as the Purchaser shall select,

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

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

references within a Schedule to a ‘paragraph’ are rei'ere-nc_es to a paragraph within
that Schedule,

expressions defined i ICTA 1988, TCGA 1992 or in the Companies Acts shall
wherever used m this agreement have the meanings given to them n the relevant
statute (unless the context otherwise requires) and m the case of any wconsistency the
defined terms used m the Companies Acis shall prevail;
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129  references to any statute or statutory provision shall be construed as references to
such statute or statutory provision as respectively amended or re-enacted or as their
operation 1s modified by any other statute or statutory provision (whether before or
after the date of this agreement), except to the extent that any amendment, re-
enactment or modification made after the date of this agreement would mcrease the
liability of any of the parties or create a hability or reduce the benefit where one
would not otherwise exist or be so reduced, and shall include any provistons of which
they are re-enactments (whether with or without modificaton) and shall include
subordinate legislation made under ihe relevant statute, and

1210 expressions in the singular shall include the plural and in the masculine shall include
the feminine and vice versa and references to persons shall mclude corporations and
other legal entities and vice versa

In construing this agreement
131  the contra proferentem rule shall not apply, and

132  the ejusdem generis rule shall not apply and accordingly the mterpretation of general
words shall not be restricted by being preceded by words indicating a particular class
of acts, matters or things or being followed by particular examples

The headings used 1n this agreement are inserted for convenience only and shall not affect 1ts
construction or mterprefation

The Schedules form part of this agreement.

All obligations expressed to be given or entered mto by the Vendors or resulting from the
exccution of or breach of the provisions of this agreement (includmg without hmitation any of
the Warranties set out in Parts 11 and 111 of schedule 4 bemng breached) shall be deemed to
be given undertaken or entered into by them jointly and severally (save as otherwise
provided)

Grant of Option

In consideration of the payment of the Option Fee, the Vendors grant the Purchaser the nght,
during the Option Period, to purchase all the Shares (but not some only of them) at a price
equal to the Consideration -~ -— —-

The fee payable by the Purchaser to the Vendors in consideration of the grant of the Option
shall be an amount equal to the aggregate of.

221  the sum of £15,000 paid by the Purchaser to the Vendors (‘the Initial Fee’), and

222 m respect of each consecutive period of 1 calendar month beyond the Initial Penod,
the sum of £5,000 per month (each an ‘Additional Fee’) provided always that it is
agreed and acknowledged that the payment of any Additional Fee shall be at the sole
discretion of the Purchaser

The Option Fee shail be paid
231  as to the Tnihal Fee, upon the date hereof by telegraphic transfer to the Chent
Account,and . .. . _

232  asto any Additional Fee

(a) in the case of the peniod of | calendar month comprised within the Option
Period which shall next follow the Initial Penod, prior to the expiry of the
Initial Period by telegraphic transfer to the Client Account; and

() in the case of any other additional period of 1 calendar month compnised
within the Option Period, prior to the expiry of the preceding period of 1
calendar month by telegraphic transfer to the Client Account;
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and the Vendors® Solicitors are urevocably authonsed to receive any payment made pursuant
to the foregoing provisions of this clause :

The Purchaser may, subject to Admission having ocowrred, exercise the Option by written
notice served on the Vendor at any time during the Option Period

Agreement for sale

At Completion each of the Vendors shall, with full title guarantee, scll or procure the sale of
and the Purchaser (relymng on the warranties, undertakings and ipdemnities given by the
Vendors contained 1n this agreement and the Tax Deed) shall purchase the Shares free from
any Encumbrances and with all attached or accrued nghts, subject to and on the terms of thig
agreement

Each of the Vendors warves, and shall procure that any thurd party shall waive, any nghts of
pre-emption conferred on him 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 all of the Shares is completed simultaneously

Consideration

The aggregate consideration payable for the Shares shall be an amount equal to the
Consideration

The Consideration shall be satisfied

421  asto the Completion Payment, by the payment by the Purchaser of the cash amounts
to each Vendor set opposite his name 1n column (4) of Schedule 1 (less, 1n each case,
the relevant Vendor’s Pro-Rata Share of the Option Fee paid by the Purchaser) in
accordance with clause 7 3 5(a), and

422  as to the balance, by the allotment and 1ssue to certamn of the Vendors of such number
of Consideration Shares as will have an aggregate value equal to the amount set
opposite ther names 1n column (5) of Schedule 1 (applymg the Deemed Value to
each such share) such shares to be shown credited as fully paid

Consideration shares

Definitive share certificates in respect of the Consideration Shares shall be 1ssued to those
Vendors receiving the same on or before the date 20 Business Days followmg the Completion
Date and the Purchaser shall use all reasonable endeavours to procure that the Consideration
Shares are admitted to trading on the Alternative Investment Market of the London Stock
Exchange from 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 Alternative
Investment Market of the London Stock Exchange in accordance with the provisions of this
clause then the Purchaser shall (on written notice from the Vendors entitled to recetve the
Consideration Shares) satisfy m cash that part of the Consideration attnbutable to the
Consideration Shares on a pound for pound basis by paying

s11 £640,000 (six hundred and forty thousand pounds) to Steven Gray, and
512  £60,000 (sixty thousand pounds) to Brian Young.

Each of the Vendors recerving Consideration Shares, whether held for his own account or by
nominees, pursuant to this agreement severally undertakes that during the Primary Period he
will not, direcily or mdrectly, Transfer any of the Consideration Shares owned by him save
for:

521  transfers made in the event of an intervening court order; or
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522  transfers made in acceptance of a general offer made to all sharcholders of the
Purchaser to acquire all the ordmary shares (other than any such shares which are
already owned by the person making such offer or any person(s) acting m concert
with 1t) which has become or been declared uncondttional 1n all respects, or

523 & disposal by the personal representatives of any Vendor who shall die during the
Primary Period (provided that the sale of any shares in the Purchaser by such personal
representatives pursuant to this clause 523 during such period shall be effected
through the Purchaser’s nominated broker from time to tume, subject to bemng offered
terms as to price and rates of commussion at least as favourable to that Vendor as
those bemng offered by any other reputable broker at that time, so as to ensure an
orderly market for the issued share capital of the Purchaser), or

524  transfers made to a spouse, son, daughter, stepson or stepdaughter, parent or to a trust
the beneficianes of which are either the transferor or any of such transferor’s spouse,
son, daughter, stepson, stepdaughter or parent, or

525 transfers made for the purpose only of effecting the appointment of a new trustee or
by the trustees of a trust to a person beneficially entnled under such trust, or

526  transfers made for the purposes of satisfying the liability of the Vendors (or any part
thereof) 1n respect of any Settled Claim (provided that the sale of any shares 1n the
Purchaser by the Vendors pursuant to this clause 5 26 during such period shall be
effected through the Purchaser’s nominated broker from time to time, subject to being
offered terms as to price and rates of commission at least as favourable to that Vendor
as those bemng offered by any other reputable broker at that ume, so as to ensure an
orderly market for the issued share capital of the Purchaser),

provided always that any transferee as is referred to 1 clauses 5.2.4 or 5.2 5 undertakes to the
Purchaser by deed (in 2 form reasonably acceptable to the Purchaser) to comply with all
liabilities and obligations of the transferor under this clause 5 2 and clause 5 3 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, m order to preserve an orderly market in the ordmary shares of the
Purchaser, he will during the Secondary Perod transfer any Consideration Shares only.

531  with the prior wittten consent of thé Purchaser (noi T be unreasonably withheld or
delayed), or

532  through the Purchaser’s nominated broker from time to ime, subject to bemg 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

Completion Accounts

The Vendors shall procure that, promptly after Completion, the Vendors® Accountants are
mstructed to prepare, m 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
al] seasonsble endeavours to procure that the draft Completion Aocounts and the draft
Statement to be prepared by the Vendors' Accountants shall be delivered to the Purchaser
within 40 Business Days of Completion

The Purchaser shall notify the Vendors’ Representative within 40 Business Days of receipt of
such draft Completion Accounts and the draft Statement whether or not he accepts them for
the purposes of this agreement.

If the Purchaser notifies the Vendors’ Representative that he does not accept such drafi
Completion Accounts and the draft Statement
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631 1t shall, at the same time, set out 1n 2 notice in writing its reasons for such non-
acceptance and specify the adjustments which, m 1ts opinion, should be made to the
draft Completion Accounts and the draft Statement in order to comply with the
requirements of this agreement and deliver a copy of such notice to the Vendors’
Representative, and

632 the Vendors’ Representative and the Purchaser shall use all reasonable endeavours to
meet and discuss the objections of the Purchaser and to reach agreement upon the
adjustments (if any) required to be made to the draft Completion Accounts and the
draft Statement

If the Purchaser 1s satisfied with the draft Completion Accounts and the draft Statement
(either as orignally submitted or after adjustments agreed between the Vendors’
Representative and the Purchaser) or if the Purchaser fails to notify the Vendors’
Representative of its non-acceptance of the draft Completion Accounts and the draft
Statement within the 40 Business Day period referred to in clause 62, then the draft
Completion Accounts and the draft Statement (mcorporating any agreed adjustments) shall be
deemed to constitute the Completion Accounts and the Statement for the purposes of this
agreement.

If 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 6.3 then the
matters 1n dispute (and only those) shall be referred, on the application of either party, for
determination by an independent firm of chartered accountants (‘the Independent Firm’) to
be apreed upon by the Vendors® Representative and the Purchaser or, faling agreement, to be
selected, on the application of either the Vendors® Representative or the Purchaser, by the
President for the time being of the Institute of Chartered Accountants in England and Wales
or his duly apponted deputy The following provisions shall apply to such determination.

651 the Purchaser and the Vendors’ Representative shall each promptly prepare a written
statement on the matters in dispute which (together with the relevant documents)
shall be submuitted to such Independent Firm for determination,

652 in giving such determmation, the Independent Firm shall be requested to state what
adjustments (if any) arc necessary to the draft Completion Accounts and the draft
Statement in respect of the matters m dispute in order to comply with the
requirements of this agreement, ’

6§53  the Independent Firm shall act as an expert (and not as an arbitrator) in making any
such determination which shall be final and binding on the parties (in the absence of
tnanifest error); and

654 each party shall bear the costs and expenses of all 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 shall in its discretion determine or, in the
absence of any such determnation, equally between the Vendors and the Purchaser

When the Vendors and the Purchaser reach (or pursuant to clause 6.4 are deemed to reach)
agreement on the draft Completion Accounts and the draft Statement or when the draft
Completion Actomrts and -fhe - draft Staterment are finalfy determmed =t -any -stage m
accordance with the procedures set out in this clause

661 the Completion 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 parties (save in the event of manifest crror); and

662  the Net Asset Value as at the Completion Date shall be as set out 1n the Statement




67

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 to the contrary, the Vendors shall
and the Purchaser shall, and shall procure that the Company shall, promptly provide each
other, their respective advisers and the Independent Firm with all information (m therr
respective possession or control) relating fo the operations of the Company, as the case may
be, including access at all reasonable times to all the Company’s employees, books and
records, and all co-operation and assistance, as may m any such case be reasonably required
to.-

671  enable the production of the Completion Accounts and the Statement; and

672  enable any independent firm of chartered accountants appowted pursuant to this
clause to determine the Completion Accounts and the Statement

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

If the Net Asset Value 15

681 less than £600,000 00 then the Vendors shall within 5 Business Days of the
Determmation Date make a payment to the Purchaser of such amount as represents
the amount by which the Net Asset Value is less than £600,000 00, or

682 more than the £600,000 00, then the Purchaser shall within 5 Business Days of the
Determination Date make a payment to the Vendors (in their Pro-Rata Shares) of
such amount as represents the amount by which the Net Asset Value is greater than
£600,000 00.

Any amount payable by the Vendors to the Purchasers pursuant to clause 6.8 shall be treated
as a reduction by that amount of the Consideration and any amount payable by the Purchaser
to the Vendors pursuant to clause 6 8 shall be treated as an increase by that amount of the
Consideration .

Completion
Withan 5 Busmess Days of the service of the Option Notice, the Vendors shall dehiver or
procure delivery to the Purchaser of the Disclosure Letter  ~----  ----— - - - = —=—-

The Purchaser may by notice i writing to the Vendors terminate this agreement within 5
Busmess Days of receipt by 1t of the Disclosure Letter in the event that the Disclosure Letter
shall not be m a form acceptable to the Purchaser (at its absolute discretion) The Purchaser
shall be entitled to waive 1is right to terminate under this clause by providing written notice of
such waiver to the Vendors.

Provided that this agreement has not been terminated pursuant to exther clause 72 or clause
10 4, completion of the sale and purchase of the Shares hereby agreed shall take place at the
offices of the Vendors’ Solicitors {or at such other place as the Vendors and the Purchaser
may agree) on the 15™ busmess day (or on such other date as agreed between the Vendors and
the Purchaser) following the service of the Option Notice when:

7.34  .the Vendors shall.deliver to the Purchaser, - - -

(@) transfers of the Shares, duly executed by the registered holders, mn favour of
the Purchaser (or as 1t in wniting directs), accompamed by their respective
share certificates {or an indemnity in the Agreed Form in respect of any lost
certificates),

() such waivers, consents or other documents as may be required to give a good
tile to the Shares and to enable the Purchaser or its nominees to become thewr
registered holders,

10
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(©)

(@
(e)

H

(g)

()

0

®)

4y

(m)
(n)

©

S ®

the certificate of mcorporation, statutory books (including minute books),
common seal and all books of account and other records of the Company,
complete and (where appropriate) wrnitten up to date,

all title documents relating to the Property,

the written resignations of

0] E Gray as a director of the Company,
() S Gray as the secretary of the Company,

a wrtten acknowledgement m the Agreed Form from each of the Vendors
that neither he nor any of his Associates has any claim whatever against the
Company,

the resignation of the existmg auditors or reporting accountants (as
appropriate) of the Company, effective 1n all respects confirming that they
have po outstanding claims of any kind,

the Tax Deed, duly executed by cach of the Vendors,

a counterpart of the Compromise Agreement, duly executed by E Gray and
by the qualified lawyer or relevant independent adviser,

counterparts of the Service Agreements, duly executed by S Gray, L, Raney
and B Young,

certificates from the Company’s bankers certifying the current and deposit
account balances of the Company at the close of business on the last Business
Day prior to the Completion Date together with reconcihations to the date of
Completion in respect of each such bank account,

copies of all bank mandates and appropriate forms to amend the mandates
given by the Company to 1ts bankers,

any cheques recerved by the Company not presented to 1ts bank;

deeds of release and letters of non-crystallisation, in a form satisfactory to the
Purchaser, m respect of any Encumbrance on, over or otherwise affecting the
‘Company or its assets (or any of them), mcluding the debenture granted in
favour of Lloyds TSB Bank PLC;

written confirmation from the Vendors that there are no subsisting guarantees
given by the Company in their favour or in favour of their Associates and that
after compliance with clause 7.3 4 none of the Vendors or their Associates
will be indebted to the Company or vice versa, and

a certified copy of any power of attorney under which any transfer or
document referred to in thus clause 7 3.1 15 executed on behalf of a Vendor or
any nominee,

732  the Vendors shall procure that a board meeting of the Company shall be held at

which,
(a)

®

(©)
@

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

there shall be submitied and accepted the resignations of the directors
referred to n clause 7 3 1(e),

the Company’s Accountants shall be appointed auditors,

the transfers of the Shares shall (subject to stampmg) be approved for
regisiration,

11
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733

734

735

(e) the existing bank mandates given by the Company shall be cancelled; and
new mandates 1ssued giving authority to persons nominated by the Purchaser,

(4] the registered office of the Company shall be changed as the Purchaser may
direct; and

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

the Vendors shall deliver to the Purchaser written resolutions, in such form as the
Purchaser may reasonably require, approving the giving by the Company of financial
assistance to the Purchaser m relation to its purchase of the entire 1ssued share capital
of the Company,

the Vendors shall, and shall procure that their Associates shall, repay all money then
owmg by them to the Company (whether then due for payment or not),

subject to full compliance by the Vendors with the obligations incumbent upon them
under the foregomg sub-clauses of this clause, the Purchaser shall:

(a) pay or procure the payment of an amount equal to the Completion Payment
(less the Option Fee paid) by telegraphic transfer to the Client Account (the
Vendors’ Solicitors being irrevocably authorised to recerve the same) for the
account of the Vendors,

(®) allot to the Vendors such number of Consideration Shares as are set out
opposite their respective names 1 column (5) of Schedule 1,

{©) deliver, or procure the dehivery, to the Vendors of
W a counterpart of the Tax Deed duly executed by the Purchaser,

n) a counterpart of the Compromise Agreements, duly executed on
behalf of the Company; and ’

{111 counterparts of the Service Agreements, duly executed on behalf of
the Company.

—— e e —————

If n any respect the provisions of clause 73 1 to 7 3 3 are not complied with on the date for

Completion set by clause 7.3 the Purchaser may (in addition, and without prejudice to any
other rights or remedies available to it)

741

742

243 ___

termmate this agreement forthwith (without prejudice to any other rights or remedies
1t may have and without mcurring any habibity to the Vendors or any of them), or

defer Completion to a date not more than 28 days after the date set by clause 7.3 (and
so that the provisions of that clause shall apply to Completion as so deferred) and if
Completion does not take place as so deferred the Purchaser may terminate this
agreement forthwith (without prejudice to any other nights or remedies 1t may have
and without incurring any Liability to the Vendors or any of them), or

proceed to Completion so far as practicable (without prejudice to 1ts rights under thus
agreement) ‘

The Purchaser shall, upon receipt of written notsfication from the Vendors given at any time
during the penod of 10 Busimness Days commencing upon the Completion Date, enter wmto 2
joint election with the Vendors (in such & form as the Vendors may reasonably require) under
section 431 ITEPA 2003

12
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8.9

Warranties

On Completion, the Vendors shall warrant to the Purchaser m respect of himself only in the
terms set out m Part I of Schedule 4 and further undertake to ndemmify the Purchaser from
any losses, damage, clamms, actions, proceedings, demands, habilities, reasonable costs and
reasonable expenses caused by any of the sad Warranties 1n Part [ of Schedule 4 being
untrue

On Completion the Vendors warrant to the Purchaser in the terms set out in Parts 11 and I of
Schedule 4

The Warranties shall be deemed to be given only as at Completion and to relate to the facts
then existing.

The Warranties shall remaim 1n full force and effect notwithstanding Completion.

For the avoidance of doubt the Warranties shall be separate and mdependent and save as
expressly provided 1n this agreement shall not be mited by reference to any other clause or
anything in this agreement or its Schedules

The nghts and remedies of the Purchaser and the Vendors as appropriate 1n respect of the
Warranties and those warranties i favour of the Vendors as set out in clause 2 11 below shall

not be affected by
861  Completion,

862 1ts knowledge of any information it may have received or been given or have actual,
mmplied or constructive notice of prior to the signing of this agreement (other than
that Disclosed),

863 it failing to exercise or delaymng the exercise of any right or remedy, or

864 by any event or matter whatever except a specific and duly authorised written waiver
or release

None of the information supplied by the Company or 1ts officers, employees, agents or
representatives prior to the date of this agreement to the Vendors or employees, agents or
representattves in connection with the Warranties and the contents of the Disclosure Letter
shall be deemed a representation, warranty or guarantee of its accuracy by the Company to
the Vendors and the Vendors “waive “any —claims agamnst the Company -or ns officers,
employees, agents or representatives which they might otherwise have in respect of the same

Any of the Warranties which are qualified by the expressions ‘to the best of the knowledge
nformation and belief of the Vendors’, ‘so far as the Vendors are aware’ or any similar
expression shall be deemed to include an additional statement that they have been made after
due and careful inquiry by the Vendors of

881 L Ramney, mn respect only-of those Warranties set out in Part 11 of Schedule 4;

882 the Vendors® Accountants, i respect only of those Warranties set out paragraphs 2,
3,4 and 5 of Part IT of Schedule 4 and Part HI of Schedule 4, and

883 the Company's msurance brokers, n respect only of those Warranties set out 1n
paragraphs 7, 8 and 9 of part I of Schedule 4,

and the Vendors shall only be deemed to have knowledge of facts or matters actually known

to the Vendors having made due and careful enquiry of those persons detailed 1n clauses 8 8 1

to § 8.3 and such expression shall not be deemed to have any wider meaning or to impose any

need for the Vendors to have undertaken any other third party enquiry

The liabdity of the Vendors i respect of the Warranties set out mn Parts 1, II and Il of
Schedule 4 shall be limited if and to the extent that the lumitations referred to in Schedule 5

apply

13




810 The Warranties contamned 1n Parts II and III of Schedule 4 shall be quahfied by such
information as 1s Disclosed

811  On Completion, the Purchaser warrants to each of the Vendors that

8111

§112

8113

it has the requisite power and authority to enter wto and perform this agreement and
all matters ancillary hereto and without prejudice to the generality of the foregomng
the Purchaser has undertaken all action and obtamned all authority necessary or
appropnate for 1t to lawfully and properly issue the Consideration Shares,

the execution and delivery of and the performance by the Purchaser of its obhigations
under this agreement and documents anciflary hereto will not

(@) result in the breach of any provision of 1ts memorandum or articles of
association or other constitutional documents;

(b) result in the breach of or constitute a default under any agreement,
arrangement or strument of which the Purchaser is a party or by which the
Purchaser 1s bound,

(c) result in a breach of any applicable order, judgment or decree of any court or
governmental anthority, and

the person(s) executing this agreement and all documents ancillary thereto on behalf
of the Purchaser 15 duly authorised to do so on behalf of the Purchaser under the
terms of this agreement and the documents ancillary hereto binding the Purchaser

812  The Purchaser acknowledges that the Vendors are entenng into the agreement and that certain
of the Vendors have agreed to recetve the Consideration Shares as part of the Consideration n
reliance on each of the Purchaser’s warranties set out m clause 8 11

813  The Purchaser acknowledges and agrees that the Vendors are not giving the Warranties as at
the date of this Agreement.

9 Protection of Goodwill

91 Subject to clause 9.2 and without any joint and several liabihity the Vendors shall not (without
the prior wriiten consent of the Purchaser).

911

213

for a period of 2 years from the Completion Date be concerned any other business
enterprise or venture which

(a) s in competition, durectly or indwrectly, with the busmess of the Company as
carried on at the Completion Date, and

®) which operates within 100 miles of the Property,

for a period of 2 years from the Complehon Date, directly or indirectly solicit or
endeavour to entice away from the Company any person who 1s engaged as a senior
employee by it as at the Completion Date,

in the case of any person firm or company who or which during the 12 months prior
to the Completion Date shall have been a customer or suppher of the Company or a
prospective. suppler.or customer with shom the Company has entered negotiations:

(@) for a period of 2 years from the Completion Date, m competition (whether
directly or indirectly) with the business carried on by the Company as at the
Completion Date, directly or indirectly canvass solicit or accept orders from
or give any orders to such person firm or company, or

®) for a period of 2 years from the Completion Date, directly or indirectly
induce or seek to winduce any such person firm or company to cease dealing

14
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93

94

95

96

with the Company or restrict or vary the terms upon whuch it deals with the
Company,

914 at any tune after Completion use or {except as requured by law or any regulatory
authonty) disclose to any person and shall use all reasonable endeavours to prevent
the publication or disclosure of any mformation of a secret or confidential nature
concernng the business or affaurs of the Company or any of its customers or suppliers
or prospective customers or suppliers whom they have had negotiations, or

915 at any time afier Completion use or (so far as it hes within his power) allow to be
used m any busmess with which he 15 concemed any trade or business name or
distmctive mark, style, logo, domam name or website address used by the 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 generic nature, this restriction shall only apply to use of
that name 1 a geographic area where the Company or any member of the Purchaser’s
Group then uses such name

It is agreed and acknowledged that nothing 1n this clause 9 shall preclude

921 S Gray and B Young from carrying out his duties and activities as an employee of the
Company, or

922 the Vendors from ownmg Shares in the Purchaser or any Member of the Purchaser’s
Group,

and such duties and achvities shall not place the respective Vendors in breach of the
covenants set out in this clause 9

For the purposes of this clause 9 a Vendor is concemed 1 a business 1f he carries 1t on as
principal or agent or if

931  he has any financial iterest (dwrect or ndirect) 1 any person who 1s carrying on the
business; or

932  he is a partner, director, employee, consultant or other agent in, of or to any person
carrymg on the business or any person having any financial nterest (direct or
indirect) m any person carrying on the business,

——— - —_— s vamem

and disregarding any financial mterest of a person n securities which are listed or dealt in on
any generally recognised market 1f the relevant Vendor and any Associate (‘the Investors’)
are together interested in securities whach amount to less than 5% of the 1ssued securities of
that class and which in all circumstances carry less than 5% of the voting nghts (if any)
attaching to the 1ssued securities of that class and provided that none of the Investors 15
mvolved in the management of the business of the issuer of the securities or of any person
connected with 1t except by virtue of the exercise of any_voting rights attaching to the
securities

The Vendors acknowledge that the duration and extent and application 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 ‘obhpations assmmed by the dendors under this clause 1 <eparate and 40 be
construed independently of the others and is assumed without prejudice to any other
obligations of the Vendors at law or in equity

If any provision of this clause shall be judged by any court of competent Junsdiction to be
vord or unenforceable but would be vald if part of that provision were deleted and/or 1ts
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.
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Conduct of the Company’s affairs

The Vendors covenant with the Purchaser that throughout the Option Period and, in the event
of service of the Option Notice, during the peniod prior to Completion.

1011 they will not

dispose of any interest in the Shares or any of them or grant any option over or
mortgage charge or otherwise mcumber the Shares or any of them,

1012 they shall procure that (except with the prior written consent of the Purchaser such
consent not to be unrcasonably withheld or delayed) the Company shall

(a) not depart in any way from the ordmary and normal course of the day-to-day
conduct of its busmess, erther as regards the scope or manner of conducting
the same;

b) not sell or dispose of, or grant any option in respect of, any of 1ts assets, save
for the sale of assets 1n the ordinary course of day to day trading,

{c) not 1ncur capital expenditure exceeding £50,000 00 or enter imnto any
commitment to do so,

(d) not enter mto any leasing, hire purchase or sirmlar agreement or arrangement
for the acquisthion of assets with payment on deferred terms where the

aggregatc amount of the payments to be made pursuant to all of the
agreements entered mto exceeds £50,000 00,

{e) not grant or 1ssue or agree to grant or 1ssue any mortgages, charges,
debentures or other securities or give or agree to give any guarantees or

indemmties except for guarantees and mndemnities given in the ordnary
course of the business of the Company;

(D not create 1ssue or grant any option in respect of any class of share or loan
capital or agree so to do, or

- (2) not permit any of its insurances to lapse or do or omut to do any thing which
would make any policy of insurance void or voidable

The Vendors shall procure that the Purchaser and 1ts agents, representaives and advisers will.
1021 be given reasonable access (at all reasonable times and on giving reasonable prior
notice) to:
(a} - the Property; and
) all of the books and records of the Company; and

1022 be provided with such mformation regarding the Company or the business carried on
by 1t as they may reasonably request

The Vendors shall notify the Purchaser forthwith in the event that any of them becomes aware
a breach of the provisions of clause 10 1

If, in the period from the date of this agreement to Completion a breach of the provisions of
clavses 10.1 occurs then the Purchaser may by netice 10 writing 40 the Vendors termunate this
agreement forthwith (but without prejudice to any other rights or remedies i may have)

Costs

All costs and expenses mcurred by or on behalf of the parties to this agreement, including all fees of
representatives solicitors and accountants employed by any of the parties m connection with the
negotiation preparation and execution of this agreement, shall be borne solely by the party who shall
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have mcurred the same and the other party shall have no hability mn respect of such costs and
expenses

12
121

122

123
12 4

125

126

127

13
131

132

Notices

Any notice to be given for the purposes of this agreement shall erther be delivered personally
or sent by first class recorded delivery post or registered post.

The address for service of the Vendors shall be the address of the Vendors” Sohcitors or such
other address within England and Wales as the Vendors who own the majority in number of
the Shares may by notice 1n writing to the Purchaser requmre If at any time 1t shall not be
evident which representative of the Vendors 15 appointed for the purposes of this clavse the
Purchaser may by notice to the Vendors at therr addresses m this agreement nominate one of
their number for the purposes of receiving and giving notices

The address for service of the Purchaser shall be its registered office for the tune being
A notice shall be deemed to have been served as follows
1241 1if personally delivered, at the time of delivery,

1242 if sent by recorded delivery post, at the expiration of 48 hours after the same was
delivered mto the custody of the postal authorities; and

1243 if sent by registered post, at the expiration of 48 hours after the same was delivered
into the custody of the postal authorities

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 cstate, if the communication 1s addressed either

1251 to the deceased party by name,

1252 to such party’s personal representative by title, )

at the party’s address as specified in clause 12 2 and 1s 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 contaming such notice was properly addressed and delivered into the custody of

the postal authonties as a pre-paid recorded delivery letter or regustered post letter

Notice given to the Vendors pursuant to clause 12.2 above shall be deemed to be notice to all
the Vendors and any notice by the Vendors shall only be given by their apponted
representative or by the Vendor nominated by the Purchasers pursuant to clause 12 2, ’

Governing law and jurisdiction

This agreement shall be governed by and construed n all respects n accordance with Enghsh
law and the parties wrevocably agree that the Courts of England and Wales shall have
exclusive jurisdiction in respect of any dispute suit action arbitration or proceedings
(‘Proceedings”) which may anse out of or connection with this agreement provided that
nothing contained in this agreement shall be taken to have limited the nght of the Purchaser to
brmg Proceedmgs m amy other jurisdiction or jurisdictions whether conciirently or not.

The Vendors appomt the Vendors® Solicitors or such other person as 1 mentioned 1n clause
12.2 for the time being to accept service on therr behalf of any Proceedings which may be
commenced in England and Wales

17
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Publicity

No announcement or other disclosure concerning the sale and purchase of the Shares or any ancillary
matter shall be made before or afier Completion by the Vendors (whether to the press, employees,
customers or otherwise) umless:

141

142

15
151

i52

153

154

135

156

157

158

the content thereof and the manner and timing of 1ts presentation and publication has been
agreed between the parties, or

such announcement or disclosure 1s required by any applhicable 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.

General

This agreement shall (except for any obligation fully performed prior to or at the Completion
Date) continue 1n full force and effect after the Completion Date, notwithstanding
Completion

Each of the Vendors by executing this agreement appoints the Purchaser to be his attorney
from and after Completion granting to the Purchaser full power on his behalf to exercise all
votng 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 to implement the
terms of this agreement and vest the full benefit of the same 1 the Purchaser for a period of 6
months from the Completion Date or unttl the Shares are registered wn its name 1f sooner

Without prejudice to clause 15.2, the Vendors shall, from time to time on being required to do
so by the Purchaser, for a period of 12 months from the date of Completion do or procure the
domg 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 nghts, powers
and remedies conferred upon the Purchaser in this agreement at the cost and expense of the
Purchaser B

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

The Purchaser shall be entitled to assign or transfer in whole or 1n part the benefit and/or
burden of this agreement or any nights and/or obhigations of the Purchaser under thus
agreement to any member of the Purchaser’s Group (“Assignee”) provided that should the
Assignee cease to be a member of the Purchaser’s Group 1t shall tmmediately reassign the
rights and/or obligations to another member of the Purchaser’s Group

Save as set out 1n clause 15 S none of thé Tights 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.

This agreement, together with any documents in the Agreed Form (together ‘the Transaction
Documents’), contamns the whole agreement between the parties relating to the transactions
provided for in this agreement and supersedes all previous agreements (1f any) between such
parties in respect of such matters and each of the parties to this agreement acknowledges that
in agreeing to enter 1nto the Transaction Documents 1t has not relied on any represcntations or
warranties except for those contained in the Transaction Documents

No variations to this Agreement shall be effective unless m writing and signed by or on behalf
of each party. -
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1510

1511

1512

1513

1514

15.15

Time shall be of the essence of this agreement both as regards the dates and periods
specifically mentioned and as to any dates and periods which may by agreement in wnting
between or on behalf of the Vendors and the Purchaser be substhtuted for them.

If a party which 1s requuired to pay any sum under this agreement fails to pay any sum payable
by 1t under this agreement on the due date for payment (‘the Defaulting Party’), 1t shall pay
interest at the Agreed Rate on such sum for the period from and ncluding the due date up to
the date of actual payment (after as well as before judgment), such mterest to accrue daily 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
right to rescission) shall be in addition to and without prejudice to all other rights and

remedies available to 1t

No failure or delay by the Purchaser in exercismg any claum, remedy, right, power or
privilege under this agreement shall operate as a warver nor shall any single or partial exercise
of any claim, remedy, right, power or privilege preclude amy 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 context otherwise requwes, references to the
Vendors shall mnclude references to such executors, personal representatives and successors

This agreement may be executed in any number of counterparts or duplicates each of which
shall be an origmnal but such duphcates or counterparts shall together constitute one and the
same agreement. Any party may enter nto this agreement by executng a counterpart and this
agreement shall not take cffect until 1t has been executed by all parties

Nothing in this agreement is ntended to confer on any person any nght 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 written
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1)

Name

Steven Gray

Elamne Gray

Bran Young

@
Address

Denewood, 1
Wooley Grange,
Hexham,
Northumberland,
NE46 1TY

Denewood, 1
Wooley Grange,
Hexham,
Northumberland,
NEA46 1TY

102 Church
Road, Galeshead,
Tyne & Wear,
NE9 5XE

SCHEDULE 1

The Vendors
3) 4
No. of Shares Completion
Paymeni
©
225 Ordmary 179,672 14
Shares
224 Ordinary 816,129 14
Shares
100 A Ordinary
Shares
100 Ordnary 304,399 72
Shares
100 A Ordinary

Shares

(5
Consideration
Shares

®
640,000 00

60,000

e e

6

Pro Rata Share

40 99%

40 80%

1821%




Place Of Tncorporation:

Registered Number:
Registered Office:

Date of Incorporation:

Directors:

Secretary:

Accounting Reference Date:

Accountants:

Authorised Share Capital:

Issued Share Capital:

Mortgages/Charges:

SCHEDULE 2

The Company

21

United Kingdom
2682028

Rhodes Street
Walker

Newcastle upon Tyne
NE6 3LZ

28 January 1992

S Gray
E Gray
L Ramney
B Young

S Gray
30" April
Robson Laidler

1,000 ordinary shares of £1 00 each
1,000 A ordinary shares of £1 00 each

549 ordmary shares of £1 00 each
200 A ordinary shares of £1 00 each

Debenture in favour of Lloyds TSB Bank PLC
dated 17 May 1993

et e e e e = Y e s -



SCHEDULE 3
The Lease
Address of Property: Land at Station Road, Walker, Newcastle upon Tyne
Lease Date: 31 December 1914
Parties: (1) The Lord Mayor Aldermen and Citizens of the City and
County of Newcastle upon Tyne and (2) St W G Armstrong
Whitworth and Company Limited
Term Commencement Date: 29 September 1912
Term: 99 years
Current Annual Rent: £1,230 per annum
Rent Review Dates: None
Permitted Use: No specified permitted use but various prohibited uscs

e e A e E—————— e w mm— ek

- el $o3 e - -
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26
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2.9

SCHEDULE 4
Warranties

Part1

Title Warranties

Each Vendor has full power and authority to enter mto and perform this agreement and all
documents entered mto or delivered pursuant to it and this agreement and all documents
entered into or delivered pursuant to 1t when executed will constitute binding obligations on
each Vendor

Each Vendor 15 entitled to sell and transfer to the Purchaser the fuil legal and beneficial
ownership of the number of Shares set opposite his name 1n column (3) of Schedule 1 free of
all liens charges and Encumbrances or imterests m favour of or clams made by or which
could be made by any other person

There 15 not, 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 1o any of the foregomg

Part

Corporate matters

The information contained m the recitals to thus agreement and Schedule2 is true and
accurate in all respects.

The Company has comphied with all applicable provisions of the Companies Acts
The register of members and all other statutory books and minute books of the Company.

(a) have been properly kept,
(b) are up-to-date, and
(c) contam an accurate record of all matters required to be dealt with in them .. .. _..

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

The Disclosure Letter has annexed to 1t an accurate copy of the current memorandum and
articles of association of the Company, together with copies of all resolutions as are by law
required to be attached together with copies of all resolutions setting out the rights attached to
or the conditions of 1ssue of any of the share capital of the Company

No allotment of share capital in the Company has been made in contravention of the
provisions of the Companies Acts

The Company has not at any time acquired or taken a charge over any of its own shares

" The Company has not entered mto any arrangemment nvolving the acquisition from or disposal

to 1ts directors or connected persons of non-cash assets

The Company has not 1n contravention of the provisions of the Companies Acts 1n relation to
any of 1ts directors or any person connected with such director,

{a) granted any loan or quasi-loan or entered mto any guarantee or credit transaction; or

(b) provided any security m connection with any such loan quasi-loan guarantee or credit
transaction
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211

31

32

33

34

35

36

3.7

42

The Company has properly made and filed all returns particulars resolutions and documents
required by the Companies Acts to be filed with the Registrar of Compamies In particular all
charges created by or in favour of the Company have (if appropriate) been registered m
accordance with the provisions of the Companies Acts

The Company does not have, and never has had any subsidianies or subsidiary undertakings
Share Capital

There are no agreements or other arrangements 1n force which:

(a) provide for the present or future issue allotment or trapsfer of, or

&) accord to any person the nght (absolute or conditional) to call for the 1ssue allotment
or transfer of;

any share or loan capital of the Company (mncluding any option or right of pre-
emption Of COnVersion)

Since the Accounting Date-

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

® the Company has not undergone any capital reorganisation or change in 18 capital
structure, and

(c) no resolutions have been passed by the Company.
The Company has not at any time

(a) reduced its share capital;

{b) redeemed any share capital, or

(©) purchased any of 1ts shares

No share capital shown 1 the Accounts or in the statutory books of the Company has been
forferted

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

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

All dividends or other distrbutions of profits declared made or paid since the date of
incorporation of the Company have been declared made and paid mn accordance with law and

its articles of association

Acconpts

The accountmg reference date of the Company for the purposes of the Companies Acts is 30%
April and has not at any time been any other such date

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

(b) have been prepared on a consistent basis i accordance with good accounting practice
and comply with all curent SSAPs, FRS’s, FRSSE’s and UITF Abstracts applicable
to the Company,

(©) show a true and fair view of the state of affars, financial position, assets and
habiliies of the Company as at the Accounting Date and of ris resuits for the finangial
period ending on the Accounting Date, and
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44

45
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4.7
48

52

53

(d)

are not affected by any unusual extraordinary or non-recurrnng items

The Accounts set out correctly all such reserves or provisions for Taxation, mcluding deferred
taxation as defined in FRS19, as are necessary on the basis of the rates of tax now 1n force to
cover all Taxation (present and future) 1n respect of any transaction occurnag prior to the
Accounting Date liable to be assessed on the Company or for which the Company s
accountable up to such date

All liabilities or outstanding capital commitments of the Company as at the Accounting Date
have been mcluded in the Accounts by way of

(a)
®

full provision or reserve, or

(in the case of such a liability as was contingent, unquantified or disputed) note
stating the maximum amount which has been or could be claimed and the best
estunate of the directors (after taking all relevant professional advice) of the
likelihood of such a claim materialising or bemng successful.

The profits of the Company for the three financial periods ended on the Accountmng Date and
the trend of profits shown by them have not (except as fully, farrly and accurately disclosed in
them) been affected to a material extent by inconsistencies of accountng practices, by the
melusion of exceptional or non-recurring ttems of mcome or expenditure, by transactions
entered mto otherwise than on normal commercial terms or by any other factors rendenng
such profits for all or any of such periods exceptionally high or low

No asset of the Company has been acquired for any consideration 1n excess of its market
value at the date of its acquisition or otherwise than by way of bargain at arm’s length

The Management Accounts are accurate 1n all matenal respects

The accounting and financial records of the Company.

()
®)

are 1n the possession of the Company, and

do not contain or reflect any material inaccuracies or discrepancies.

Borrowings and lending
Except as disclosed in the Accounts or the Management Accounts the Company does not

_ _have outstanding (whether made by or incurred by the Company). e e e e

(a)

any borrowmng or indebtedness m the nature of borrowng including any bank
overdrafis, Lability under acceptances (otherwise than in respect of normal trade bills)
or any acceptance credit (including any amounts due to any present or former
directors or to members of the Company other than remuneration accrued due or for
rexmbursement of business expenses),

(b) any Encumbrance, guarantee (other than a guarantee given m the ordinary and usual
course of the Company’s business, as carried on inmediately prior to Completion);
and ’

(<) 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 mnterest.

The Company

(a) has not lent any money which has not been repaid to 1t, and

(b) does not own the benefit of any debt (whether present or future) or the right to receive

any money other than debts accrued to 1t i the ordinary course of tts business

So far as the Vendors are aware, the statements of the Company’s bank accounts and of thenr
credit or debit balances and the reconciliations to be delivered at Completion are correct The
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62

Company has no other bank or deposit accounts (whether 1n credit or overdrawn) not mcluded
1n such statements

In relation to any Encumbrances or guarantees (other than a guarantee given m the ordinary

and usual course of the Company’s busmess, as carried on immediately prior to Completion)

detatled 1n the Dhsclosure Letter and m relation to any other financial facilities available to the

Company

(a) material details and accurate copies of all relevant documents are annexed to the
Disclosure Letter,

(b) so far as the Vendors are aware, there has been no contravention of or non-
comphiance with any provision of any such document,

(c) no steps for the enforcement of any Encumbrances have been taken or threatened,

(d) there has not been any alteration in the terms and condrrons of any of the
arrangements or facilities all of which are n full force and effect,

(&) so far as the Vendors are aware the Company has not done anyfling whereby the
continuance of the arrangements and facilittes might be affected or prejudiced, and

6)] none of the arrangements 1s dependent on the guarantee of or on any security
provided by a third party

The Company has not

(a) factored any of its debts or engaged in financing of a type which would not require to

be shown or reflected in the Accounts,

(b) since the Accounting Date repaid or become liable to repay or prepaid any loan or
loan capital or indebtedness 1n advance of its date of matunity, and

{c) received written notice from any lenders of money to it requiring repayment or
intimating enforcement of any Encumbrance and there are no circumstances likely to
give rise to any such notice

Details of all grants made to the Company 1n the last six years are contained in the Disclosure
Letter. No act or iransaction has been effected in consequence whereof the Company is or
may be held liable to refund in whole or mn part any such grant or any loan received 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 15 not responsible for the indebtedness of any other person nor party to any
option or pre-emption nght 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 securities or the purchase of assets or services or otherwise)
for the payment of, or as an indemnity agamst the consequence of default in the payment of,
any indebtedness of any other person

No person other than the Company has given any guarantee of or securty for any overdraft,
loan or loan facility granted to the Company

Assets
The Company has Legal and Beneficial Title to all assets of the Company which are included
1n the Accounts 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 i the ordmary course
of busiess) the Company retains such title to all such assets and all such assets are in the

possession and control of the Company.

The Company has Legal and Beneficial Title to 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
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63 The fixed and loose plant and machinery, fixtures and fittings, vehicles and office equipment
used 10 connection with the business of the Company

(a) are 1n reasonable repair and condstion having regard to their age and usage,

) are capable m the reasonable opinion of the Vendors of domng the work for which
they were designed or purchased, and

(c) 1n the case of the vehicles owned by the Company, are road-worthy and duly licensed
for the purposes for which they are used

64 Maintenance contracts are in full force and effect m respect of all assets of the Company
which 1t 1s normal or prudent to have mamtained by mdependent or specialist contractors

65 Details of all contracts entered into by the Company for the mamienance of any of the
Company’s assets are included 1n the Disclosure Letter

66 Save as set out in the Disclosure Letter all assets used in connection with the business of the
Company are owned by it absolutely and are beld free from any lease, hire purchase or
conditional sale agreement, bill of sale or other agreement for payment on deferred terms

67 The assets owned by the Company (together with assets held under the hire purchase, lease or
rental agreements hsted in the Disclosure Letter) comprise all assets reasonably necessary for
the continuation of the business of the Company as carried on at Completion

7 Insurances

71 There are existing valid policies of mnsurance for full replacement values against ail habilities
risks and losses (including but not limited to the Josses caused by any unlawful act on the part
of any person) against which 1t 1s normal or prudent to mnsure in respect of all property owned
by and in the busmess carried on by the Company

72 All premiums due m respect of the Company’s insurance policies have been paid n full

73 So far as the Vendors are aware nothing has been done or has been omitted to be done which
could result in any of the Company’s insurance polictes being or becoming void or voidable

74 The Vendors are not aware of any circumstances which would or might entitle the Company
to make a claim under any of its nsurance policies or which would or might be required

- —— . ___under any of its insurance policies to be notified to the insurers

8 Defective services

81 So far as the Vendors are aware, the Company has not supplied any products which were, at
the tume they were supplied, faulty or defective or did not comply with warranties or
representations expressly made or imphed by or on behalf of the Company.

82 No proceedings have been started and so far as the Vendors are aware, there are no
- —outstanding liabilities or clasms pendmg agamst the Company m respect of any services

supplied by the Company for which the Company 15 liable and no dispute exists between the
Company and any of therr respective customers or clients
Disputes/litigation

91 The Company 1s not engaged (whether as claimant or defendant or otherwise) m any
htigation, criminal or arbitration procéédings before “any court, tribunal, statutory or
governmental body, department, board or agency (other than as clammant in relation to the
collection of unpaid debts anising in the ordinary course of business and not exceeding in the
aggregate, £20,000.00) and, so far as the Vendors are aware, no htigation, cruminal 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 to proceedings 1n respect of which the Company would be hiable to indemmfy any perscen
concerned
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103

104

10.5

10.6

The Company is not subject to any order or judgement given by any court or governmental
agency and has not been a party to any undertaking or assurance given lo any court or
governmental agency which 1s still in force nor, so far as the Vendors are aware, are there any
facts or circumstances which (with or without the giving of notice or lapse of tume) would be
likely to result i the Company becoming subject to such an order or judgement or beung
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 is the subject of any nvestigation mquiry process or request
for information in respect of any aspect of the activities of the Company by any governmental
or European Communities body department board or agency or by any organisation charged
with the supervision of any activities from time to tune engaged 1 by the Company and, so
far as the Vendors are aware, 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

There 15 no dispute with any Taxation Authority or other official department m the United
Kingdom or elsewhere 1n relation to the affairs of the Company and so far as the Vendors are
aware there are no facts which may give nise to such dispute

So far as the Vendors are aware, 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 injury which are not fully covered by insurance

So far as the Vendors are aware there has been no default by the Company under any
agreement to which the Company 1s a party and so far as the Vendors are aware no threat or
claim of defanlt has been made and is outstanding and there 1s nothing which could cause-

(a) any such agreement to be terminated or rescinded by any other party, or
(b) their terms to be worsened or the Company prejudiced

as a result of anything done or ommtted or permitted to be done by the Vendors or the
Company

Compliance with statutes and licences

The Company has obtamed all licences, consents, approvals, permissions, permits, test and
other certificates and authorities (public or private) reasonably necessary for the carrying on
of 1ts busmess in the places and 1n the manner 1 whuch such business 1s now carried on all of
which are valid and subsisting and the Vendors know of no reason or of any facts or
circumstances which (with or without the giving of notice 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 its business in
all respects 1n accordance with all applicable laws and regulations of the United Kingdomn

The Company has registered or applied to register itsclf under the Data Protection Act 1998 in
respect of all registrable personal data held by 1t and all due and requisite fees in respect of
such registrations have been paid

The detais contamed in such registrations or apphications 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 data held by the Company has been held in accordance with the data protection
principles and there has been no unauthorised disclosure of such personal data

There are no outstanding enforcement, deregistration or transfer prohibition notices or any
other nature of notice under the Data Protection Act 1998 curmrently outstanding agamnst the
Company, nor 1s there any outstanding appeal against such notices The Vendors are not
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aware of any circumstances which may give rise to the giving of any such notices to the
Cormpany

There are no unsatisfied requests to the Company made by data subjects n respect of personal
data held by the Company, nor any outstanding applications for rectification or erasure of
personal data

There are no outstanding claims for compensation for inaccuracy, loss or unauthorised
disclosure of personal data nor so far as the Vendors are aware 1s any personal data held by
the Company maccurate, nor has the Company lost or made any unauthorised disclosure of
any such data

The Company has comphied in all matenal 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

(a) the Company has not experienced any material deterioration in 1its financial position
or turnover,

(b) the Company has not disposed of any assets or assumed or ncurred any outstanding
capital commitment or any matenal liabihties (whether actual or contingent)
otherwise than in the ordinary course of carrying on its business (and for this purpose
disposals of fixed assets fixed and loose plant and machmery fixtures and fittings
vehicles and office equipment shall be deemed to be not m the ordmnary course of
business), and

(c) the Company has carried on 1ts business in the ordinary and usual course and without
enlermg mto any transaction, assuming any hability or making any payment not
provided for m the Accounts which i1s not m the ordinary course of business and
without any matenal interruption or alteration in the nature, scope or manner of its
business, and

(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) fio loan or loan capstal of the Company has
been repaid in whole or 1 part or has become due or 1s liable to be declared due by
reason of either service of a notice or lapse of time or otherwise howsoever,;

{e) has not entered mnto contracts involving capital expendrture in an amount exceedmng
£50,000 00 in the aggregate;

D) has received payment in full on thewr due dates of all debts owing to the Company
shown in the Accounis (subject to any provision for bad and doubtful debts made in
the Accounts), has not released any debts in whole or in part and has not wnitten off
debts in an amount exceeding £5,000 00 1n the aggregate; and

(e has paid its maferal credrtors within the fimes agreed with such creditors and does
not have any creditors outstanding which are overclue for payment by more than
tfour] weeks s s

The turnover of the Company’s busmess to dale 1s not materially less than it was for the
corresponding period in the financial year ending on the Accounting Date (treating the
turnover 1 that cerresponding period as imcreased by the same proportion as the prices
charged by the Company have increased since that period) and to the extent that the business
of the Company is seasonal the patterns of trading of the Company is not materially different
to the pattern of trading observed during each of the 3 years ending on the Accounting Date
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113 The valuc of work-in-progress and the value of orders received by the Company in respect of
which work has not yet commenced or a contractual obligation to perform has not yet been
entered mto are not matenally less than those values for the comesponding tume in the
financial year ending on the Accounting Date (treating those values as increased by the same
proportion as the prices charged by the Company have mercased smee that corresponding
time)

114  The overheads of the Company’s business (including the direct costs of matenals purchases
and manufacturing) to date are not matenally greater as a proportion of turnover than the
proportion in the corresponding period in the financial year ending on the Accounting Date

115 The Company’s busmess has not been matenally and adversely affected in the 12 months
preceding the Completion Date by the loss of any important customer or source of supply.

116  The Company does not carry on jts business under any name other than its corporate name

117  The Company 1s not and has not been a party to any agreement, arrangement, understanding
or practice restricting the freedom of the Company to provide and take goods and services by
such means and from and to such persons and nto or from such place as it may from time to
time think fit.

11 8  There are 1n force no powers of attorney given by the Company other than to the holder of an
Encumbrance (details of which are set out in the Disciosure Letter) solely to facilitate its
enforcement nor any other authority (express, implied or ostensible) given by the Company to
any person to enter 1nto any contract or commitment or do anything on s behalf other than
any authonity of employees to enter mio routine trading contracts 1n the normal course of therr

duties

119  Neither the Company nor any officer has been prosecuted for any criminal, illegal or unlawful
act connected with the Company.

1110 So far as the Vendors are aware the Company has not committed or omitted to do any act or
thing which could give rise to any fine or penalty nor 1s the Company party to any agreement
practice or arrangementi which 1n whole or in part -—

- ; (a) contravenes the provisions of the Trade Descriptions Acts 1968 and 1972

(b)  would or might constitute a domestic or a Community infringement within the
meaning of Part 8 of the Enterprise Act 2002,

(c) contravenes any provisions of the EEC Treaty or any regulation or other enactment
made under that Treaty or

@ contravenes any other anti-trust anti-monopoly or anti-cartel legislation or regulations

11 11 No agreement arrangement or other practice of the Company s or has been the subject of an

Commission, Competitton Commission or the Commussion of the European Communities or
has been the subject of a judgment from the Compention Appeals Tribunal nor has the
Company received any process notice communication or request for information by or on
behalf of the Office of Faw Trading, the Monopolies and Mergers Commission, the
Competition Commission, the Secretary of State for Trade and Industry or the Commission of
the Buropean Communities relating to amy aspect of the business of the Company.

12 Contracts and arrangements

121  There are not now outstanding with respect to the Company or to which the Company 1s a
party
(a) any contract which 15 for a term of more than 6 months;
{b) any contract not made 1n the ordinary course of business,

(c) any joimnt venture consortium or other partnership arrangement or agreement,
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(d) any written contractual arrangement between the Company and any third party which
will or may 1n accordance with its terms be termunated as a result of any change in the
shareholders of the Company,

{e) any contract of agency or distributorshup,

43)] (excepting guarantees or warranties implied by law with respect to goods or services
supphed or performed by the Company in the ordinary course of business) any
guarantee warranty undertaking or contract for indemmty or for suretyship under
which the Company is under a prospective or contingent liability,

(g) any agreement or arrangement entered into by the Company otherwise than by way of
bargamn at arms length or on arms length terms and 1n the ordmary course of the
Company’s business,

(h) any contracls or arrangements of whatever pature 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 months’ notice or less, or

)] any agreement contaming covenants limuting or excluding its right to do business
and/or compete in any area or any field or with any person firm or company

122  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 and, so far as the Vendors
are aware, there are no circumstances likely to give nise to a defanit by the Company under
any such contract

123  There are no outstanding clamms, separately or in the aggregate, of material amounts agamst
the Company on the part of customers or other parties 1n respect of defects i quality or
delays in delivery or completion of contracts or deficiencies of design or performance or
otherwise relatmg to liability for services supplied by the Company and no such claims are
threatened or antlclpated and so far as the Vendors are aware, there 1s no matter or fact in
existence in relation to services supplied by the Company which might give rise to the same.

124  The Vendors have no knowledge of the invahdity 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 rights and has received no notice
of any intention to terminate, repudiate or disclaim any such agreement. .- . . .. ... . _ .

125 There are no actual or purported contracts which are matertal to the business carried on by the
Company and under which the Company purports to have enforceable rights by virtue only of
the Third Party Rights Act _

126 No offer, tender or the ike 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, save for any outstanding offer, tender or the like given or made by the
Company n the ordmmary course of busmess

127  The Vendors have no knowledge information or belief that since the Accounting Date or as a
result of the proposed acqusition of the Shares by the Purchaser

(a) any supplier of the Company has ceased or will cease supplying the Company or has
substantraily reduced or wli substantiaity reduce ris supplres to the Company; or - e

b) any customer of the Company has terminated or will termunate any contract with the
Company or has matenally reduced or will matenally reduce its business with 1t

13 Intellectual property rights

131 Al patents, trade marks, registered designs, design rights, applications for any of the
foregoing, copyrights, trade or business names, website addresses, domain names, mmventions,
processes, know-how and other industrial property nghts (‘IPR’) purported to be used or
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required by the Company are m full force and effect and are vested in and beneficially owned
by the Company free from Encumbrances

The Disclosure Letter hsts all such IPR 1o respect of which the Company has been registered
as proprietor or 1n respect of which appheation for registration has been made.,

There 15 no [PR owned or used by the Company capable of registration which have not been
so regastered or n respect of which application for registration has been made and 15 pending

So far as the Vendors are aware none of the IPR owned or used by the Company 1s the subject
of any claim, opposition, attack, assertion or other arrangement of whatever nature which
does or may impinge upon therr use validity enforceability or ownership by the Company and,
so far as the Vendors are aware, there are no grounds or other circumstances which may give
rise to the same

No licences or registered user or other nights have been granted or agreed to be granted to any
third party n respect of such IPR.

So far as the Vendors are aware no disclosure has been made to any person other than the
Purchaser of any of the industrial know-how or the financial or trade secrets of the Company
except properly and 1n the ordinary course of business and on the footing that such disclosure
15 to be treated as being of a confidential nature

No act has been done or has been omttted to be done to entitle any authonty or person to
cancel forfeit or modify any Intellectual Property Rights

Employees

The names and addresses, dates of buth, dates of commencement of employment or
appomtment to office, salaries and terms and conditions of employment of all of the
employees and officers of the Company, including all remuneration payable (including
accrued holiday pay), participation 1n benefit schemes (such as permanent health insurance,
penston, any profit sharing, commussion, incentive or discretionary bonus arrangements to
which the Company 1s a party) and all other benefits provided which the Company 1s bound
to provide (whether now or in the future) to each officer and employee of the Company are
set out tn the Disclosure Letter

There are not now outstanding

S bAoAy e - —_—. -

(a) any service agreements or contracts between the Company and any of 1its directors,
officers, executives or employees which cannot be terminated by the Company by 12
weeks’ notice or less without giving rise to a clain for damages or compensation

-(other than a statutory redundancy payment),

(b) any recognition or other agreement or arrangement (whether or not legally bmnding)
between the Company and any trade umion or other body representing its employees;
“and

() any liabilrties of the Company for mmdustrial 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
is now or has been an officer or employee of the Company and no disputes have during the
preceding 12 months arisen between the Company and any material number or category of
employees and, so far as the Vendors are aware, there are no present circumstances which are
likely to give nise to any such dispute

The Company, during the preceding 12 months, has complied with the Employment Rights
Act 1996 as amended 1n relation to its employees and the Company 15 not under any present,
or so far as the Vendors are aware future or contmgent hability to pay compensation for loss
of office or employment to any ex-officer or ex-employee and no payments are now due by
the Company under the Employment Rights Act 1996
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Since the Accounting Date no change has been made mn the rate of remuneration or the
endowment or pension benefits of any director or employee or 1n the terms of employment of
any officer or senior executive No negotianons for any increase in the remuneration or
benefits of any officer or employee of the Company are current or likely to take place withn
6 months after Completion

No present director, officer or employee of the Company has given or recerved notice
termmating his employment and completion of this agreement will not entitle any director,
officer, employee to termsate his employment or trigger any entitierment to a severance
payment or hquidated damages

None of the following are in existence and there are no proposals for any of the followmng
(a) profit sharing schemes,

) share option schemes,

(c) ‘phantom’ share option schemes,

(d) profit related pay schemes,

(e) employee share ownership arrangements of any kind,

(H cmployee benefit trusts or stakeholder pension arrangements

So far as the Vendors are aware the Business has at all times been conducted in compliance
with all applicable legislation concerning health and safety matters and all and any regulations
or orders made or 1ssued under any such legislation (‘“Health and Safety Legislation”)

There are no events, states of affairs, conditions, circumstances, activities, practices, mcidents
or actions which have occurred and have not been remedied or are occurring or have been or
are 1n existence 1n connection with the conduct of the Business which are liable to give rise to
hability under the Health and Safety Legislation

So far as the Vendors are aware no works, repairs, consiruction, remedial action or
expenditure 1s or may be required m relation to the Health and Safety Legislation 1n order to
carry on lawfully 1ts business at the Property.

At no time in the previous 24 months have or has the Vendors or the Company had
knowledge of and/or received any npotice, clamm or other commumcation .alleging any
contravention of or actual or potential hability under the Health and Safety Legislation

Pension Schemes

Details of the Pension Schemes are set out m the Iisclosure Letter, mcluding (but without

limitation)

(a) copies of all documentation governing the Pension Scheme and explanatory booklets
and accounts relating to it, e -

(b) a list of all past or present officers or employees of the Company who are members of
the Pension Scheme with all details relevant to thewr membershup and necessary to
establish their entitlements under the Pension Scheme.

All contnibutions, insurance premiums, Tax and expenses due to and in respect of each
Pension Scheme have been duly paid and so far as the Vendors are aware, there are no
lxabilities outstanding n respect of a Pension Scheme at the date of this agreement

Each Pension Scheme is registered with HM Revenue & Customs for the purposes of Chapter
2 of Part 4 of the Finance Act 2004 and there is no reason why HM Revenue & Customs
would de-register the Pension Scheme

If a Pension Scheme is a contracted-out scheme within the meaning of the Pension Schemes
Act 1993, there 1s in force a contracting-out certificate covering the Company and, so far as
the Vendors are aware, there is no reason why the certificate might be cancelled
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No proposal or announcement has been made o any Employee or to any officer of the
Company about the mtroduction, continuance, mcrease or improvement of any pension, lump
sum, death, 1ll-health, disability or accident benefit

Each Pension Scheme has been designed to comply with, and has been administered 1n
accordance with, all applicable legal and adrmimstrative requirements and the Company (in so
far that it has any obligations in relation to the Pension Schemes) and, so far as the Vendors
arc aware, the trustees of each Pension Scheme have complied m all matenal respects with
their obhigations under and 1n respect of the relevant Pension Scheme

No discrimmation on grounds of sex, disability, marital status, hours of work, fixed-term or
temporary agency workers, sexual orientation, religion or belief 1s, or has at any stage been,
made i the provision of pension, lump sum, death, ill-health, disability or accident benefits
by the Company in relation to any of the Company’s past or present officers and employees

No clamms or complaints have been made or are pending or threatened m relation to the
Pension Scheme or in respect of the provision of (or farlure to provide) pension, lump sum,
death, ill-health, disability or accident benefits by the Company in relation to any of the
Pensionable Employees and there 1s no fact or circumstance hikely to give nise to such claims
or complaints

So far as the Vendors are aware, no acis, omissions or other events have been reported to the
Pensions Regulator under section 70 of the Pensions Act 2004 and so far as the Venders are
aware, there 1s no fact or circumnstance likely to give rise to such reports

The Company has compled with all obhgations imposed by the Welfare Reform and
Pensions Act 1999 and any regulations made under it regarding facilitating access to all of 1ts
relevant employees (as defined m the Welfare Reform and Pensions Act 1999) to a
stakeholder pension arrangement

There 15 no obligation on the Company to pay contributions to a stakeholder pension
arrangement in respect of any employee or officer of the Company

There are no claims or actions 1n progress or so far as the Vendors are aware, pending, nor
any reason so far as the Vendors are aware for such clamns or actions nvolving any employee
or officer of the Company in connection with a stakeholder arrangement.

The Property e e e et e e —

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

The Company has sole legal and beneficial title to the Property.

The Property is not subject to the payment of any outgomgs (except the usual rents, rates,
taxes and utility charges) nor are there any persons m unlawful possession or occupation of or
who have or claim any rights or easéments of any kind 1n respect of the Property or any part
of them adverse to the estate interest right or title of the Company.

So far as the Vendors are aware there is not 1n respect of the Property.

(a) any outstanding notices or orders issued by or agreement with any local or other
authority; - N

(d) any proceedings m respect of any mfringement of the bwilding bye-laws or any
monetary claim or lability (contingent or otherwise) under Town & Country
Planning legistation or regulations or otherwise,

—_—— - - L3 —

() any enforcement or stop notice under the Town and Country Planming legislation or
relevant regulations, or
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(d) any order or resolution for the compulsory acquisition of the Property or any part of 1t
by any authonity or any notice for closing demolition clearance or requsition of the
Property
and the Vendors are not aware of any proposals in relation to any of the matters referred to in
this paragraph
165  The Company

(a) has paid all rent, insurance, service charges and other outgomngs that so far as the
Vendors are aware are payable in respect of the Property, and

(b) has so far as the Vendors are aware performed and observed all covenants,
conditions, agreements, statutory requirements, planming consents, bye-laws, orders
and regulations affecting the Property and requiring observance or performance by it
and no notice of any breach of any such matters has been recerved

16 6  The Company has pot at any time assigned or otherwise disposed of any leasehold property of
which it was first or subsequent lessee

17 Environmental matters

171  So far as the Vendors arc aware there has been and 1s no breach by the Company of any
Environmental Laws

17.2  No notice order judgement demand or letter requiring the taking of remediat or other action
under or pursuant to Environmental Laws has been served on or received by the Company

18 Vendors® interests

18.1  No Vendor has any mterest (direct or indirect) m any other company or busmess which
competes or has a close trading relationship with any business now carned on by the
Company or intends to acqurre any such interest

182 No person 15 entitied to receive from the Company any finder’'s fees brokerage or other
- commission m connection with the sale and purchase of the Shares under this agreement

18.3  There 1s not now outstanding and there has not at any time been outstanding any contract or
arrangement to which the Company 1s a party and in which any Vendor or any director of the
o erreame w—ee - Company is or has been nterested whether directly or indirectly

184  The Company 1s not a party to nor has its profits or financial posmion been affected by any
contract or arrangement which was not of an entirely arm’s length nature

19 Good standing

191  No receiver administrative recerver or admimstrator has been appointed nor any notice given
or petition presented or order made for the appointment of any such person over the whole or
any part of the assets or undertaking of the Company or any of the Vendors

192  No petition 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 hqudator or provisional
liqudator of the Company

193  No voluntary arrangement has been proposed or 1s 1o force under the Insolvency Act 1986
Section | in respect of the Company

194  The Company has not stopped payment nor is it insolvent or unable to pay its debts as and
when they fall due

195  No unsatisfied judgement is outstanding against the Company and no demand has been served
on the Company under the Insolvency Act 1986 Section 123(1)(a).
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196 No distress execution or other process has been levied in respect of the Company which
remains undischarged nor 1s there any unfulfilled or unsatisfied judgement or court order
outstanding agawnst the Company

19.7  There are not pending or in existence any investigations or mquirtes by or on behalf of any
governmental or other body 1 respect of the affairs of the Company.

198  None of the activities or contracts or rights of the Company 1s ultra vires unauthorised mnvald
or unenforceable or in breach of any confract or covenant

20 Replies to enquiries

The information relating to the Company given 1n writing by the Vendors’ Solicitors by way of
replies to those enquiries made by the Purchaser’s Solicitors, as annexed to the Disclosure Letter, was
when given accurate 1n all material respects

Part 11

21 Taxation
211 General

(a) All notices, returns (including any land transaction retumns), reports, accounts,
computations, statements, assessments and registrations and any other necessary
information submitted by the Company to any Taxation Authority for the purposes of
Taxafion have been made on a proper basis, were punctually submitted, were accurate
and complete when supphed and so far as the Vendors are aware, remain accurate and
complete in all material respects and none of the above 1s the subject of any matenal
dispute with any Taxation Authonty

{b) All Taxation for which the Company 1s or has been lable or is hiable to account for
has been duly paid (insofar as such Taxation ought to have been paid)

(© The Company has not made any payments repre:seri_ung instalments of corporation tax
pursuant to the Corporation Tax (Instalment Payments) Regulations 1998 n respect
of any current or preceding accounting periods and 15 not under any obhigation to do
50

R

(d) The Company has not, within the past 7 years paid, any Fenalty, fine, s&rcharge ar
interest charged by virtue of the provisions of the TMA 1970 or any other Taxation
Statute

(e) The Company has not within the past 12 months been subject to any visit, audit,
investigation, discovery or access order by any Taxation Authority and the Vendors
are not aware of any circumstances existing which make 1t likely that a visit, andit,
investigation, discovery or access order will be made in the next12 months

(f) The amount of Taxation chargeable on the Company during any accounting period
ending on or before Completion has not, to any matenal extent, depended on any
concession, agreements or other formal or mformal arrangement with any Taxation
Authority -

(g) " 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 ciearance
has been properly obtamned and so far as the Vendors are aware, any application for
such clearance or consent has been made on the basis of full and accurate disclosure
of all relevant matenal facts and considerations, and all such transactions have been
carmied mto effect only in accordance with the terms of the relevant clearance or
consent
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The Company has duly submutted all clams, disclaimers and clections the making of
which has been assumed for the purposes of the Accounts and none of such claims,
disclaimers or elections are hkely to be disputed or withdrawn

The Disclosure Letier contains particulars of all matters relating to Taxation 1n
respect of which the Company 1s or at Completion will be entitled to

4y make any claim (including a supplementary clam), disclaimer or election for
relief under any Taxation Statute or provision, and/or

{n) appeal against any assessment or determination rejatmg to Taxation, and/or
(u)  apply for a postponement of Taxation

The Company 1s not liable to make to any person (including any Taxation Authorty)
any payment in respect of any lability to Taxation of any other person where that
other person fails to discharge lLiability to Taxation to which he is or may be pnmanly
hiable

So far as the Vendors are aware, the Company has sufficient records to 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

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
arise 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 legisiation 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 mnto account 1n computing
whether a balancing charge would anse on a disposal of any other of those assets}) or
of any asset not in such a pool, on the assumption that the disposals are made for a
consideration equal to the book value shown i 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 1n the ordinary course
of busmess) whereby any balancing charge may fall to be made agamst, 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)

Dastributions

(a)

(b

()

No distribution 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 smce 1ts ncorporation except dividends shown m therr audited accounts
and the Company is not bound to make any such dstribution

No rents, interest, annual payments or other sums of an mcome nature paid or payable
by the-Corapeany ot winch the Company 15 mmder wm-exssting obligation to pay m the
future are or may be wholly or partially disallowable as deductions, management
expenses or charges 10 computmg profits for the purposes of corporation tax

The Company has not within the period of seven years preceding Completion been
engaged 1n, nor been a party to, any of the transachions set out m sections 213 to 218
(inclusive) of ICTA 1988, nor has it made or received a chargeable payment as
defined in section 218(1) of ICTA 1988

Laan relationships
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All interests, discounts and premiums payable by the Company in respect of its loan
relationships (within the meaning of section 8! of the Frnance Act 1996) are eligible to be
brought into account by the Company as a debit for the purposes of Chapter II of Part IV of
the Finance Act 1996 at the time and to the extent that such debris are recogmised in the
statutory accounts of the Company.

216 Close companies

(2)
(b)

(c)

The Company has not 1n any accounting penod beginning upon its incorporation been
a close investment-holding company as defined m section 13A of ICTA 1988

No distribution within section 418 of ICTA 1988 has been made by the Company
during the last six years ending at the Accounts Date

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 in the Disclosure Letter and
the Company has not released or wntten off or agreed to release or write off the
whole or any part of any such loans or advances

217  Imtangible assets

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

()

®)

(©)

The Disclosure Letter sets out the amount of expenditure on each of the mtangible
fixed assets of the Company and provides the basis on whach any debit relating to that
expendrture has been taken into account 1n the Accounts or, in relation to expendifure
incurred since the Accounts Date, will be avalable to the Company WNo
circumstances have arisen since the Accounts Date by reason of which that basis
mght change

No claims or elections have been made by the Company under Part 7 of, or paragraph
86 of Schedule 29 to, the Finance Act 2002 in respect of any intangible fixed asset of

the Company.
Sqlﬂce the Accounts Date

e —— ———— —

(1) the Company does not own an asset which has ceased to be a chargeable
mtangible asset m the circumstances described i paragraph 108 of Schedule
29 to the Finance Act 2002,

1 the Company has not realised or acquired an mtangible fixed asset for the
p
purposes of Schedule 29 to the Funance Act 2002, and

(m)  no circumstances have ansen which have required, or will requure, a credit to
be brought into account by the Company on a revaluation of an intangible
fixed asset

21.8  Comparty residence and overseas inferests

(a)

(®)

The Company has been resident in the United Kingdom since its mcorporation for

~cOTPOTHtIUN tax porposes =nd hasnot-at-any Hme-during that period been treated 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 junisdiction

The Company has not without the prior wniten consent of HM Treasury caused,
permitied or entered nto any of the transactions specified in section 765 of ICTA
1988 (migration of companies).
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(©)

(d)

(c)

The Company does not hold shares 1 a company which 1s not resident in the Uruted
Kingdom and which would be a close company if 1t were resident i the United
Kmgdom in curcumstances such that a chargeable gam accruing to the company not
resident 1n the United Kingdom could be apportioned to the Company pursuant to
section 13 of TCGA 1992,

The Company 1s not holding and has not held since its incorporation any interest mn a
controlled foreign company within section 747 of ICTA 1988, and neither of them
has any material 1nterest in an offshore fund as defined in section 759 of ICTA 1988

The Company does not have a permanent establishment outside the UK

Antr-avoidance

(3

All transactions or arrangements 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 10, ICTA 1988 or any other rule or provision couid apply causing any
‘Taxation Authority to make an adjustment to the terms on which such transaction or
arrangement 1§ treated as bemg made for Taxation purposes

Inhernance tax

(a)

®

(c)

VAT
(a)

(®)

()

(d)

(&)

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

There 1s no unsatisfied habihty to inheritance tax attached to or attributable to the
Shares or any asset of the and none of them are subject to any Inland Revenue charge
as mentioned m section 237 and 238 of the IHTA 1984

No asset owned by the Company 1s hable to be subject to any sale, mortgage or
charge by virtue of section 212(1) of the IHTA 1984.

The Company is a taxable person and is duly registered for the purposes of VAT with
quarterly prescribed accounting periods, such registraion not being pursuant to
paragraph 2 of Schedule 1 to the VATA 1994 or subject to any conditions imposed by
or agreed with HM Customs & Excise and the Company 1s not (nor 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 Account) Order
1993 .

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

All supplies made by the Company are taxable supplies and the Company has not
been denied 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 1s not input tax as defined m section 24 of
the VATA 1994 and regulations made thereunder. i

The Company 1s not and has not been for VAT purposes a member of any group of
compantes and no act or transaction has been effected in consequence whereof the
Company 15 or may be held liable for any VAT ansmng from supplies made by
another company and no direction has been given nor will be given by HM Customs
& Excise under Schedule 9A to the VATA 1994 as a result of which the Company
would be treated for the purposes of VAT as 2 member of a group.

For the purposes of paragraph 3(7) of Schedule 10 to the VATA 1994, neither the
Company nor any relevant associate the Company (within the meaning of paragraph
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3(7) of Schedule 10 to the VATA 1994) has exercised the election to waive
exemption from VAT (pursuant to paragraph 2 of Schedule 10 to the VATA 1994) n
respect of the Property

The Company does not own and has not at any tune smce its mcorporation owned
any assets which are capital items subject to the capital goods scheme under Part XV
of the VAT Regulations 1995

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

Stamp duty and stamp duty land tax

(@

®)

(©

e i . e e e— e e

Any document that may be necessary or desirable m 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 1s duly siamped for stamp

duty purposes

Nerther entering into this agreement nor Completion will result m the withdrawal of
any stamp duty or stamp duty land tax relief granted on or before Completion which
will affect the Company

The Disclosure Letter sets out details of any chargeable mterest (as defined under
section 48, Finance Act 2003) acquired or held by the Company before Completion m
respect of which the Vendors are aware or ought reasonably to be aware that an
additional land transaction return will be required to be filed with a Taxation
Authority and/or a payment of stamp duty land tax made on or after Completion.

e . [y
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) detgil}}lgfvent of default o which the claim relates and the nature of the breach

SCHEDULE 5
Vendor Protection

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

The Vendors shall not be liable m respect of any claim under the Warranties contamned m
Parts I and III of Schedule 4 to the extent that the matter or matters giving rise to such claim
are Disclosed 1n the Disclosure Letter

The hability of the Vendors m respect of any breach of the Warranties (and to the extent
expressly so provided m this Schedule) of the covenants contained m the Tax Deed shall be
hmited as follows.

(a) the Vendors shall not be liable.

() n respect of any single claim made by the Purchaser under the Warranties
contained in Parts 11 and Tl of Schedule 4 or under the Tax Deed where the
amount of such claim does not exceed £2,500.00, and

(n) 1n respect of all and any claims made by the Purchaser under the Warranties
contamed mn Parts II and 1 of Schedule 4 unless and until the aggregate
cumulative habihity of the Vendors in respect of all and any such claims
exceeds £50,000 00 m which event the Vendors shall be Liable for the entire
amount of such habihty;

{b) the aggregate maximum liability of each Vendor m respect of all and any claims
under the Warranties contamned 1o Parts I, 0 and IIl of Schedule 3 and under the Tax
Deed shall in no event exceed an amount equal to the cash amount of the Completion
Payment which he has received as set out in column 4 of Schedule 1, adjusted by

() deducting the relevant Vendor’s Pro Rata Share of such sum as may be paid
.- _ .. tothe Purchaser pursuast to clause 6 8.1, or — —

() adding the relevant Vendor’s Pro Rata Share of such sum as may be paid by
the Purchaser pursuant to clause 6 8 2

The Vendors shall not be liable m respect of any claim under the Warranties contained 1o
Parts 1, I and LI of Schedule 4 or under the Tax Deed unless it shall have been made in the
case of the Warranties set out i Part [II of Schedule 4 and the Tax Deed hefore the expiry of
6 years from the end of the Company’s current accounting period and n_the case of the
Warranties set out m Parts I and II of Schedule 4 before the expiry of 18 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 claym was made in wribng to the Vendors specifying in reasonable

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

Where in relation to any matter which has been the subject of a claim for breach of the
Warranties contamned in Parts I and [II of Schedule 4, the Purchaser and/or the Company
shall become entitled to recover or obtain the benefit of any sum under any insurance policy
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the Purchaser or the Company shall notify the Vendors 1 writing as soon as 1s reasonably
practicable and take all reasonable steps to recover or obtain the same Where the Purchaser
and/or the Company recovers from some other person any sum (including any sum under any
insurance policy) m respect of any matter giving rise to a claim for breach of the Warranties
contaned n Parts Ll and IIT of Schedule 4 then the Purchaser shall procure that there shall 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 or the Company as a
result of its receipt) or (if less) the amount paid by the Vendors m respect of such claim (less
the reasonable costs and expenses of 1ts recovery and any taxation payable by the Purchaser
or the Company as aforesaid)

The Vendors shall have no liability (or such hability shall be reduced) in respect of any claim
for breach of any of the Warranties contained n Parts 1I and ITI of Schedule 4 or any claim
under the Tax Deed

81 if and to the extent that specific provision, reserve or allowance for or in respect of
the hiabihity or other matter giving rise to such claym has been made 1n the Accounts
or the Completion Accounts,

8.2 if and 1o the extent that such claim occurs or 1s increased as a result of any change in
legislation after the date of this agreement (or any legisiation not in force at the
Completion Date} which takes effect retrospectively or the withdrawal after the date
of this agreement of any pubhshed concession or published general practice
previously made by any Taxation Authority,

8.3 if and to the extent that such clamm occurs or 1s increased as a result of any change in
the basis or method of calculation of Taxation or of any mmcrease in the rate of
Taxation 1n force at the Completion Date;

84 if and to the extent that such claim 15 attnibutable to any voluntary act or omission of
or transaction or arrangement carried out by the Purchaser or the Company after the
Completion Date otherwise than in the ordinary course of business and which the
Purchaser knew would give nise to such claim or in the case of any claun under the
Tax Deed or the Warranties contained i Part III of Schedule 4, ought reasonably to
have known would give rise to such claim, or

85 if and to the extent such claim would not have arisen but for a change of accounting
policy of the Company after the Completion Date other than as may be necessary to
comply with generally accepted accounting pninciples applicable to United Kingdom
companies

Nothing 1n this Schedule shall derogate from the Purchaser’s obligation to mitigate any loss
which 1t or the Company 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 contaned 1n the Tax Deed
where to do so would wvolve 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 Warranties or under the Tax Deed shall be treated as a reduction by that amount of the

Consideration. C e e e

The Vendors shall not be liable under this agreement 1n respect of any claim for breach of any ,
of the Warranties contained in Parts I, I and III of Schedule 4 or any claim under the Tax

Deed which 1s contingent only unless and until such contingent hability becomes an actual

lability and is due and payable provided that the provisions of paragraph 6 of this schedule

shall not apply for so long as the liability remams contingent.
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Payment of any sum n respect of a claim for breach of the Warranties contained 1n Parts 1, I
and I[ of Schedule 4 shall to the extent of such payment satisfy and preclude any other claim
which 1s capable of being made 1n respect of the same subject matter

In the event that the Purchaser shall become aware of any fact, matter or event which is hkely
to give rise to a claim under the Warranties set out 1n Parts I, I and IIl of Schedule 4 and
which 1t elects to pursue against the Vendors (a ‘Third Party Matter’), the Purchaser shall
after having notified the Vendors of the claum pursuant to paragraph 4

141  keep the Vendors informed on a reasonably regular basis of all matenial developments
and communications relating to the Third Party Matter,

142  not make any admission of liability, agreement or commpromise with any person, body
or authornity 1n relation to the Third Party Matter without prior consultation with and
the agreement of the Vendors (such agreement not to be unreasonably withheld or
delayed), and

143  providing that the Vendors provide an wndemmty and/or security to the reasonable
satisfaction of the Purchaser in relation to all costs, claims and expenses incurred or
likely to be wncurred by the Purchaser or the Company, the Purchaser shall take or
procure that the Company takes such action as the Vendors may reasonably request {o
avoid, dispute, resist, compromise, defend, pursue or prosecute any claim, threat,
night, demand or mitigate any event or fact or prevent the occurrence of any fact,
matter or cireumstance which has or may give nise to any clamm or affect the amount
of any claim against the Vendors hereunder

————— - - - L e -
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SCHEDULE 6
Accounting Policies and Procedures for the Completion Aecounts

1 General Requirements
The Completion Accounts shall.-

11 be prepared n accordance with the specific directions set out n paragraph 2 below and so
that, in the case of any conflict, such directions shall override the provisions of paragraphs 1 2
to 1 4 (inclusive) of this Schedule;

12 to the extent not covered by paragraph I 1 above, 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 Accounts Date, save in circumstances where this shall conflict with the
provisions of paragraphs 1.1 or 1 3 (in which event the provisions of paragraphs 1 1 and 13
shall override the provisions of this paragraph);

13 to the extent not covered by paragraphs 1 1 and 1 2 above, be prepared m accordance with
Generally Accepted Accounting Standards, Pninciples and Policies in the United Kingdom;

14 state the assets and habilities of the Company in accordance with apphcable SSAP's and
FRS’s and FRSSE's,

15 not re-appraise the value of any of the assets of the Company as a result of the change n
ownership of the share capital of the Company (or any changes i the business of the
Company since Completion following such change mn ownership) except only as specifically
set out in thts Schedule,

16 disregard the effect of any matter oocurring after the Completion Date.
2 Specific Directions - ——
The followmg assumptions and accounting policies shall be apphed -

2.1 no value will (for the avoidance of doubt) be aftributed in the Completion Accounts to
intangible assets;

no provision shall be made in the Completion Acc;—unls)for the fees and expens_t;s to be
incurred by the Company relating to the preparation of the Completion Accounts,

B e S

22

23 full provision shall be made for alf liabihities 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; and

24 a provision 1n the sum of £200,000 shall be included in the Completion Accounts as a liability
of the Company (representing the contingent liabilides of the Company pursuant to
guarantees given by 1t to customers in the ordinary course of its business) provided that, for
the avoidance of doubt, this provision shall not include any actual liability of the Company
pursuant to guarantees given by it to customers in the ordinary course of its business (which

shall be provided for separately)
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SCHEDULE 7
Form of Statement

To .

[date)

Dear Siurs
MGM Litd (‘the Company’)

We refer to the agreement dated [dare] between S Gray and others (1} and Northern Bear Limited (2)
for the sale and purchase of the entire issued share capital of the Company (‘the Agreement”)

In our opinion

@ the Completion Accounts (as defined in the Agreement) have been prepared in accordance
with its terms, and

(1) the Net Asset Value (as defined 1n the Agreement) derived from the balance sheet contained
within the Completion Accounts is £[amount]

Yours farthfully - - -
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SIGNED as a DEED by
Steven Gray

n the presence of -
Wrtness signzature

Name

Address

Occupation

SIGNED as a DEED by
Elaine Gray

in the presence of*-
Witness signature .

Name

Address

Occupation

SIGNED as a DEED by
Bran Young

i the presence of -
Witness signature

Name

Address

Occupation

N Vs’ Nt

......

S St St

.....

P | P

.....

.....




Ny
- by
[ S

SIGNED as a DEED by )
Northern Bear PLC )
acting by - )

Drrector/Secretary
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