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PLACING STATISTICS

Placing Price 330p

Market capitalisation, following the Placing, at the Placing Price »34.0m

Number of New Ordinary Shares being placed on behalf of the Company 1,818,182

Number of Existing Shares being placed on behalf of the Founders 798,691

Number of Ordinary Shares in issue following Admission 10,295,693

Proceeds receivable by the Company net of expenses »5.44m

Number of New Ordinary Shares as a percentage of the enlarged share capital 17.7%

EXPECTED TIMETABLEOF PRINCIPAL EVENTS

Extraordinary General Meeting 7 October 2002

Dealings in the New Ordinary Shares expected to commence on AIM 8 October 2002

Expected date for CREST accounts to be credited 8 October 2002

Expected date for posting of share certi¢cates for Placing Shares by 22 October 2002
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DEFINITIONS

The following de¢nitions apply throughout this document unless the context otherwise requires:

‘‘Act’’ the Companies Act 1985 (as amended)

‘‘Admission’’ admission of the New Ordinary Shares to trading on AIM
becoming e¡ective.

‘‘AIM’’ the Alternative Investment Market of the London Stock
Exchange

‘‘Britax’’ Britax Rumbold Limited

‘‘C F Taylor’’ C.F. Taylor (B/E) UK Limited

‘‘Cathay Paci¢c’’ Cathay Paci¢c Airways Limited

‘‘Company’’ or
‘‘Aero Inventory’’

Aero Inventory plc

‘‘Directors’’ or ‘‘Board’’ the directors of the Company as set out on page 3 of this
document

‘‘EGM’’ the extraordinary general meeting of the Company convened
by the EGM notice

‘‘EGMNotice’’ the notice convening the EGMwhich is set out on pages 34 and
35 of this document

‘‘Evolution Beeson Gregory’’ Evolution Beeson Gregory Limited

‘‘Existing Shares’’ the 8,477,511 Ordinary Shares in issue at the date of this
document all of which are admitted to trading on AIM

‘‘Form of Proxy’’ the form of proxy for the EGM which accompanies this
document

‘‘Founders’’ Rupert Lewin, Martin Dodge and Laurence Heyworth

‘‘Founder Shares’’ the 798,691 Ordinary Shares to be placed on behalf of the
Founders by Evolution Beeson Gregory pursuant to the
Placing comprising 385,342 Ordinary Shares on behalf of
Rupert Lewin, 270,669 Ordinary Shares on behalf of
Laurence Heyworth and 142,680 Ordinary Shares on behalf
of Martin Dodge

‘‘Group’’ the Company and its subsidiary undertakings

‘‘HAECO’’ The Hong Kong Aircraft Engineering Company Limited

‘‘London Stock Exchange’’ London Stock Exchange plc

‘‘New Contract’’ the new contract between the Company and HAECO
described in Part 1

‘‘New Ordinary Shares’’ the 1,818,182 newOrdinary Shares to be issued pursuant to the
Placing

‘‘Ordinary Shares’’ ordinary shares of 1.25p each in the capital of the Company

‘‘Placing’’ the conditional placing of the Placing Shares by Evolution
Beeson Gregory on behalf of the Company and the Founders
(as appropriate) pursuant to the Placing Agreement and as
described in this document

‘‘Placing Agreement’’ the placing agreement dated 11 September 2002made between
Evolution Beeson Gregory, the Directors, the Founders and
the Company as described in paragraph 7 of Part III of this
document

‘‘Placing Price’’ 330p per Placing Share
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‘‘Placing Shares’’ theNewOrdinary Shares and the Founder Shares which are to
be the subject of the Placing

‘‘Resolutions’’ the resolutions set out in the EGMNotice

‘‘rotable’’ a regularly overhauled removable aircraft component

‘‘Shareholders’’ holders of Ordinary Shares in the Company

‘‘TAECO’’ Taikoo (Xiamen) Aircraft Engineering Company Limited

‘‘UK’’ the United Kingdom of Great Britain and Northern Ireland
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PART I

Letter from the Chairman of
AERO INVENTORY plc

Directors: Registered andHeadO⁄ce:

Frank Turner FR Eng (Non-executive Chairman) 30 Lancaster Road
Laurence Heyworth (Executive Deputy Chairman) New Barnet
Rupert Lewin (Chief Executive) Hertfordshire EN4 8AP
Martin DodgeMBA (Asia Paci¢c Director)
Hugh Bevan ACA (Finance Director)
Nigel McCorkell FCA (Non-executive Director)

11 September 2002

To Shareholders and, for information only, to holders of options over Ordinary Shares

Dear Shareholder,

New procurement and inventory management contract with HAECO

Placing by Evolution Beeson Gregory of 1,818,182 NewOrdinary Shares and
798,691 Founder Shares at 330p each

Preliminary announcement of results for the year ended 30 June 2002

Introduction and summary
On 16 August 2002, the Group announced that it had entered into a new, sole-supplier procurement and
inventory management contract (the ‘‘New Contract’’) with HAECO, a leading Hong Kong based
aerospace maintenance and repair company to which the Group has been a supplier since December 2000.
The New Contract, which encompasses the Group’s existing business with HAECO, as well as substantial
new business, commenced on 1 September 2002 and runs until 31 December 2005. It is renewable, subject to
certain conditions, for a further ¢ve years.

The New Contract signi¢es an important extension of the Group’s role as a service provider to HAECO,
principally in support of Cathay Paci¢c. The Directors consider that the potential annual sales value
of the New Contract is approximately US$30 million, of which US$17 million relates to new business and
US$13 million-US$14 million to existing business. Under the New Contract and in accordance with the
Group’s normal business model, Aero Inventory has agreed to purchase from HAECO relevant
inventories of parts including a substantial inventory previously owned by Cathay Paci¢c and used by
HAECO. The price to be paid for these inventories is approximately US$6 million.

Your Board announced today that it proposes to place 1,818,182 New Ordinary Shares at the Placing Price
throughEvolutionBeesonGregory to raise approximately »6million (before expenses) whichwill be used by
the Group to purchase the inventories mentioned above and to provide additional working capital for the
New Contract. It was also announced that Evolution Beeson Gregory will be placing 798,691 existing
Ordinary Shares at the Placing Price on behalf of the three founders of the business, Rupert Lewin, Martin
Dodge and Laurence Heyworth. Following the Placing, the Founders will, together, own 2,396,073
Ordinary Shares representing 23.3 per cent. of the enlarged issued share capital.

The Placing is conditional, inter alia, upon the Company obtaining certain approvals from its Shareholders
in relation to the disapplication of pre-emption rights and the Board’s authority to allot shares. The Placing
has been fully underwritten by Evolution Beeson Gregory and is described under ‘‘Details of the Placing’’
below.

Your Board also announced today the preliminary results of the Company for the year ended 30 June 2002.
The full text of this announcement is set out in Part II of this document.

The purpose of this document is to provide youwith information about theNewContract and the Placing, to
explainwhy theBoard considers the Placing to be in the best interests of theCompany and its Shareholders as
a whole and why the Directors recommend that you vote in favour of the Resolutions to be proposed at the
EGM, notice of which is set out at the end of this document.
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Information on the New Contract
The New Contract relates to the supply of parts required for the maintenance and repair of a broad range of
rotables (i.e. regularly overhauled removable components) and other components for commercial aircraft.
These aircraft are operated principally byCathay Paci¢c andmaintained and repaired byHAECO.TheNew
Contract encompasses a substantial amount of new business in addition to the business previously
conducted under a ¢ve-year contract with HAECO entered into in November 2000.

The New Contract is on an exclusive, sole-supplier basis and commenced on 1 September 2002. The Group
has been responsible for supplying the additional parts covered by the New Contract and is entitled to
invoice HAECO for them on the basis of usage since that date.

The New Contract will run until 31 December 2005, in parallel with an existing repair and maintenance
contract between HAECO and Cathay Paci¢c. Assuming satisfactory performance by the Group, the New
Contract is renewable by mutual consent for a period of not less than ¢ve years, save in the event of the
relevant repair and maintenance contract between HAECO and Cathay Paci¢c not being extended.

The Group is to purchase inventories of parts covered by the New Contract from HAECO including a
substantial inventory previously owned by Cathay Paci¢c and used by HAECO for associated maintenance
and repair work. The consideration payable by theGroup toHAECO is approximatelyUS$6million subject
to ¢nal con¢rmation of the amount of stock transferred on 1 September 2002. Payment is due by 15 October
2002.

The Group is entitled to sell any excess inventory to third parties, and HAECO has agreed to provide the
necessary documentation for this to occur as and when it is required, subject to a handling fee.

The Group estimated in January 2002 that the potential annual sales value of its existing business with
HAECO was US$13 million-14 million. On the basis of historic usage and pricing data supplied to the
Group by HAECO, the Directors consider that the potential annual sales value of the additional business
under the New Contract is likely to be in the region of US$17 million, implying a total potential annual
sales value for the New Contract of around US$30 million.

The New Contract will be operated out of the UK by Aero Inventory (UK) Limited with local customer
relations handled by a recently established subsidiary, Aero Inventory (Hong Kong) Limited.

Information on HAECO
HAECO maintains, refurbishes and modi¢es commercial aircraft and repairs and overhauls aircraft
components. HAECO is based principally in Hong Kong International Airport with certain component
and avionics overhaul activities based at Tseung Kwan O Industrial Estate, Kowloon. It employs
approximately 3,600 sta¡ in four primary operating divisions and a number of support departments.
HAECO also holds a 49.5 per cent. share in TAECO (also a customer of the Group) which is based at
Xiamen, China. HAECO’s turnover in the calendar year 2001 was HK$1,950 million (approximately
US$250 million). HAECO, which is listed on the Stock Exchange of Hong Kong, is 31.9 per cent. owned by
Swire Paci¢c Limited and 27.3 per cent. by Cathay Paci¢c, which is itself 45.6 per cent. owned by the
Swire Group.

Description of the Group’s business

Introduction

TheGroup provides customised e-based procurement and inventorymanagement solutions to companies in
the aerospace industry. TheGroup acts as an aerospace parts service provider on the basis of long-term, sole-
supplier contracts. Aero Inventory holds inventories of parts under these contracts, and its turnover derives
from the sale of parts to its customers.

The Group has developed and re¢ned its current business model over the last six years. The Group has ISO
9002 quality certi¢cation and FAA accreditation under Advisory Circular 00-56. Besides theNewContract,
theGroup has three long-term, sole supplier contracts, two in theUK (withCFTaylor andBritax) and one in
Asia Paci¢c (the contract with TAECO).

Market opportunity

TheDirectors believe that the aerospace market represents an attractive opportunity for Aero Inventory, as
an e-based service provider specialising in aerospace parts. The aerospace industry has a requirement for a
large number of distinct parts. These parts carry alpha-numeric part numbers making them suitable for
management and control by computer. The supplier base of parts to the aerospace industry is fragmented
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resulting in there being many di¡erent sources of supply. In the opinion of the Directors, aerospace
manufacturers, commercial airlines, and aircraft maintenance and repair organisations have in the past
largely handled procurement and inventory management internally. The Directors believe there is a trend
towards outsourcing, and a rising appreciation of the bene¢ts of e-solutions.

The Aero Inventory service

The business of the Group generally involves it taking full responsibility for an agreed list of parts. In
discharging this responsibility, the Group undertakes to ensure that parts are made available to customers
in the right place, at the right time and in the right quantities. Among the functions assumedwholly or in part
by the Group are: planning; purchasing; receiving; inspection; documentation; storage; kitting; quality
assurance; and ¢nancing of inventory. Additionally, the Group can provide: on-site representation, as
necessary; comprehensive delivery, usage and cost data; and electronic invoicing.

Technology behind the service

The Group’s IT system, which operates through a series of databases, is driven by the customer’s actual
usage in conjunction with data concerning estimated usage. The IT system runs on standard hardware and
software.

The business is internet-intensive. The Group makes use of internet search engines for the location of
supplies of parts as well as for communications with customers, suppliers and internally. The Group’s
website provides customer access, through a password-protected client portal, to an area of the Aero
Inventory mail server, where a customer is able to view and download pricing, usage and inventory data,
and any other specially requested data. The Group’s website also facilitates electronic invoicing.

Bene¢ts and rewards

The Directors believe that the bene¢ts to customers from the Group’s service can include:

. fewer stockouts or shortages, resulting in improved e⁄ciency and shorter turnaround times;

. a reduction in direct costs in those areas encompassed by the Group’s service;

. better parts usage information;

. elimination of the ¢nancial cost of holding inventory; and,

. as far as possible, a paperless solution.

The ¢nancial rewards for theGroup are achieved through optimising procurement as, generally, no separate
charge is made for the service. The Directors believe that, as the Group becomes larger and more
knowledgeable about sources of parts, its purchasing position will be strengthened. Finally, the Group’s
experience is that the range of parts covered under sole supplier agreements can be extended over time.

Contracts

At the timeof its £otation inMay2000, theGrouphad twoUKcustomers,CFTaylor andBritax.CFTaylor,
which is a subsidiary of B/E Aerospace Inc, is a manufacturer of aircraft galleys, stowages and crew rests.
The Group became a supplier of small parts to CF Taylor in early 1996, signed a sole supplier agreement in
October 1999, and signed a new three-year agreement in August 2000. Britax, is a manufacturer of aircraft
seats, galleys and lavatories. TheGroup signed a three-year agreement with Britax in September 1998, which
was renewed automatically for a further three years in the absence of a decision by either party to terminate.

In the year ended 30 June 2002, Aero Inventory’s business in the UK accounted for approximately
»3.0 million in sales or approximately 32 per cent. of the total sales for the period.

InNovember 2000, theGroup announced a ¢ve-year, sole-supplier contract withHAECO, covering a range
of parts required for themaintenance, repair and overhaul of rotables associatedwith aero engines. The sales
arising from this contract increased substantially as a consequence both of new parts being added and of
increased usage of parts covered by the contract. This contract has now been superseded by the
New Contract.

In January 2002, Aero Inventory announced a Memorandum of Understanding with TAECO, a major
aerospace maintenance and repair company based in Xiamen, China. TheMemorandum of Understanding
was converted into a contract inMarch 2002.
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Established in 1993, TAECO has grown rapidly and now employs approximately 1,800 sta¡. HAECO owns
49.5 per cent. of TAECO, whose other shareholders include Xiamen Aviation Industry Company Limited,
Cathay Paci¢c Airways Limited, Japan Airlines, Boeing Commercial Aeroplane Group, Beijing Kailan
Aviation Technology Development and Service Company (a subsidiary of CAAC), and Singapore Airlines
Engineering Company.

In the year ended 30 June 2002, Aero Inventory’s business in Asia Paci¢c accounted for approximately »6.1
million in sales or approximately 68 per cent. of the total sales for the period.

Strategy

TheGroup’s strategy is to continue the rapid growth of the business by securing further pro¢table long-term,
sole-supplier contracts.

The Directors believe there are opportunities for the Group among aerospace manufacturers, airlines,
aircraft maintenance and repair facilities, and government agencies. The Group will seek to secure
customers who will bene¢t operationally and ¢nancially from its service and who are prepared for the
Group to achieve its ¢nancial returns subject to meeting cost and performance targets.

In particular the Directors also believe there is a signi¢cant opportunity for the Group to establish itself as a
service provider in the ¢eld of parts required for the maintenance and repair of rotables.

TheDirectors expect the Asia Paci¢c region to remain an important geographical focus for the Group in the
near term. This is because there is a rapidly growing aerospace market in the region to which, the Directors
consider, manufacturing and maintenance and repair work is likely to gravitate given the availability of
lower cost, technically quali¢ed labour. The Directors believe the Group’s procurement and inventory
management service can complement the competitive advantages of businesses based in Asia Paci¢c, by
o¡ering e⁄ciency bene¢ts and cost savings. It can also neutralise some of the di⁄culties inherent in
procuring parts out of Asia Paci¢c, notably time-zone issues given that most aerospace parts come from
Europe or the United States of America.

Financial record
The table below, which has been extracted without material adjustment from the Company’s consolidated
audited accounts and from its preliminary announcement of audited results for the year ended 30 June 2002,
summarises the consolidated ¢nancial results of the Group for the four years to 30 June 2002.

Year ended 30 June
1999 2000 2001 2002
»’000 »’000 »’000 »’000

Consolidated Pro¢t and Loss

Turnover 3,278 3,249 5,110 9,111
Operating expenses (3,140) (3,188) (4,640) (7,395)

Operating pro¢t 138 61 470 1,716
Net interest (107) (100) 35 (99)

Pro¢t/(loss) before tax 31 (39) 505 1,617
Tax (10) 4 (136) (490)

Pro¢t/(loss) after tax 21 (35) 369 1,127
Dividends ^ (30) (131) (365)

Retained pro¢t/(loss) for the period 21 (65) 238 762

Basic EPS (p) 0.52 (0.81) 5.17 14.01
Fully diluted EPS (p) 0.52 (0.81) 5.14 13.87
Dividend per share (p) ^ ^ 1.7 4.3

NOTE
The dividend paid in the year ended 30 June 2000 is not shown in per share terms because it was an interim dividend paid prior to the
admission of the Ordinary Shares to trading on AIM under the terms of a now-cancelled shareholders agreement.
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As at 30 June
1999 2000 2001 2002
»’000 »’000 »’000 »’000

Consolidated Balance sheet

Fixed assets
Tangible ¢xed assets 144 106 492 520

Current assets
Stocks 521 762 3,710 9,748
Debtors 1,103 732 2,465 2,289
Cash 184 2,238 562 ^

1,808 3,732 6,737 12,037
Creditors: amounts falling due
within one year (1,833) (666) (2,256) (4,789)

Net current assets/(liabilities) (25) 3,066 4,481 7,248

Total assets less current liabilities 119 3,172 4,973 7,768
Creditors: amounts falling due
after more than one year (62) (40) (23) ^
Provisions for liabilities and charges ^ ^ (25) (27)

Net assets 57 3,132 4,925 7,741

Capital and reserves
Called up share capital 25 88 96 106
Share premium account ^ 3,096 4,643 6,687
Pro¢t and loss account 32 (52) 186 948

Shareholders’ funds 57 3,132 4,925 7,741

Directors
The directors of Aero Inventory are:-

Frank Turner, Non-executive Chairman (aged 59)
FrankTurner joined theCompany as a non-executive director inMay 2000.Hewas appointed non-executive
Deputy Chairman in June 2000 and became non-executive Chairman in July 2001. A fellow of the Royal
Academy of Engineering, he spent 33 years at Rolls-Royce plc becoming a main board director in 1988. He
was Managing Director of Lucas Aerospace Limited as well as a director of Lucas Industries plc from 1992
to 1995. He was Chief Executive of BritishMidlandAviation Services Limited from 1996 to 1999 as well as a
main board director of British Midland plc from 1997 to 1999. He is currently Chairman of Mettis Group
Limited and Potenza Group Limited, a non-executive director of Mott MacDonald Limited and Material
Logistics Limited, and an advisor on aerospace to Bridgepoint Capital Limited, Star Capital Partners
Limited, IRRfc and 3i. A former Council Member of the Society of British Aerospace Companies, he is
currently a Council Member of the Royal Aeronautical Society and a Council Member of the International
Federation of Airworthiness.

Laurence Heyworth, Executive Deputy Chairman (aged 47)
Laurence Heyworth, who has been a major shareholder in the Company since 1994, joined the board as
non-executive Chairman in February 2000 and became part-time executive Deputy Chairman in July 2001.
He worked for Robert Fleming, now part of JP Morgan Chase, between 1980 and 2000, largely in equity
research. He specialised in the technology and telecommunications sectors, and had, at di¡erent times,
management responsibility for the Group’s European and Global Emerging Markets research. Between
1999 and 2000, he was Head of European Equity Capital Markets for, successively, Robert Fleming and
Chase.
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Rupert Lewin, Chief Executive (aged 46)
Rupert Lewin has had overall responsibility for the direction and management of the Company since 1994.
Between 1977 and 1991, he worked as a research analyst for a number of City ¢rms, including Scott,
Go¡ Hancock & Co. (1977-80), Moy, Vandervell & Co. (1980-82), Sheppards and Chase (1982) and
Robert Fleming (1982-91). He was a director of Robert Fleming Securities Limited between 1987 and 1991
and, for part of this time, Head of Corporate Broking. Between 1992 and 1994, he was Chief Executive of
SI Industries Limited.

Martin Dodge, Asia Paci¢c Director (aged 40)
Martin Dodge joined the Company at the same time as Rupert Lewin in 1994. He was Commercial Director
between December 1998 and August 2002 when he became Asia Paci¢c Director to re£ect his position as
Managing Director of Aero Inventory (Hong Kong) Limited. He joined Courage Limited (part of The
Imperial Group plc) in 1985 where he progressed to the position of Promotions and Marketing Manager.
From 1988 to 1994 he worked as Business DevelopmentManager at SI Industries Limited.

Hugh Bevan, Finance Director (aged 40)
HughBevan, aCharteredAccountant, joined theCompany inApril 2002. Between 1987 and 2001 heworked
for Robert Fleming and Jardine Fleming, which were subsequently acquired by JP Morgan Chase. During
this time, he workedmainly in theHongKong andLondon o⁄ces on fund raising and advisory transactions.
In 1997 he became Chief Operating O⁄cer of Jardine Fleming’s Asian Corporate Finance business, and in
1999 returned fromHong Kong to London as Head of Equity Capital Markets Execution.

Nigel McCorkell, Non-executive Director (aged 55)
NigelMcCorkell joined theCompany as a non-executive director inApril 2000.ACharteredAccountant, he
was Finance Director of Flight Refuelling plc (Cobham plc) from 1981 to 1984. After purchasing an equity
interest in Meggitt plc in 1984, he was Finance Director, becoming Managing Director between 1991 and
1994. He was Deputy Chairman of Meggitt between 1994 and 1996. In 1996 he became Chairman of Cork
Industries Limited until the company was acquired in 1999. He is a non-executive Director of FfastFill plc
and Bowman Power Limited. He is a non-executive director of St Mary’s Hospital Paddington NHS Trust.
He is also Chairman of the board of governors of Bournemouth University.

Hugh Bevan succeeded Stuart Nathan as Finance Director and Company Secretary with e¡ect from 8 April
2002. Stuart Nathan continues as a director of the UK operating company, Aero Inventory (UK) Limited.

Martin Dodge, who was the Company’s Commercial Director, has been appointed Managing Director of
Aero Inventory (Hong Kong) Limited, a recently established wholly owned subsidiary which will be
responsible for customer relations in Asia Paci¢c and, in particular, Hong Kong and China. In August
2002Mr Dodge was re-designated Asia Paci¢c Director of Aero Inventory.

Current trading and future prospects
In the short period since the ¢nancial year-end the Group’s existing contracts have continued to perform in
line with expectations. During this period there has been a planned increase in costs in preparation for the
New Contract which commenced on 1 September 2002.

The New Contract and the contract with TAECO underpin the prospect of further substantial growth for
Aero Inventory in the year to 30 June 2003. Furthermore, the Board considers that the Group is
well-placed to pursue a number of signi¢cant opportunities to broaden its customer base as an e-based
service provider in the ¢eld of parts for rotables and other aircraft components.

The Board believes that the New Contract underlines the Group’s industry credentials and views the future
with con¢dence.

Dividend policy
The Board intends to pursue a progressive dividend policy. The declaration and payment by the Company of
future dividends and the amount thereof will depend upon the Company’s results from operations, ¢nancial
condition, cash requirements, future prospects, pro¢ts available for distribution and other factors
considered relevant by the Directors at the time.
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Corporate governance
The Directors recognise the value of the Principles of Good Governance and the Code of Best Practice
prepared by the Committee on Corporate Governance chaired by Sir Ronald Hempel (‘‘the Combined
Code’’).

Whilst the Company is not formally required to comply with the Combined Code, the Board supports that
code and also the ‘‘Guidance for Smaller Quoted Companies’’ provided by the Quoted Companies Alliance
(‘‘QCA’’) in so far as it is practicable and appropriate for a public company of its size.

Details of the Placing
As stated above, the Company proposes to raise »6 million (before expenses) through the issue of the
New Ordinary Shares at the Placing Price, which represents a discount of 8.3 per cent. to the closing middle
market price of 360p per share on 10 September 2002, the last practicable date prior to the posting of this
document. The New Ordinary Shares will represent 17.7 per cent. of the Company’s enlarged issued share
capital immediately following the Placing.

As part of the Placing, Evolution Beeson Gregory has agreed to place 798,691 Existing Shares on behalf of
the Founders. These shares represent 25 per cent. of the total shareholdings of each of the Founders and
9.4 per cent. of the total issued share capital of the Company as at the date of this document. The Board
believes that this represents an appropriate opportunity for the Founders, only one of whom has previously
sold shares, to diversify their assets. Evolution Beeson Gregory has advised the Board that the Placing will
help to improve the liquidity of the Company’s Ordinary Shares in the future. Following the Placing, the
Founders’ shareholdings will represent 23.3 per cent. of the enlarged issued share capital.

The Founders have undertaken not to dispose of any further Ordinary Shares for a period of at least
24 months from Admission subject to certain exceptions and save as may be necessary to satisfy the private
option agreements with me referred to in paragraph 6.1 of Part III of this document.

Hugh Bevan, Nigel McCorkell and I are subscribing for 10,000, 3,600 and 6,000 Placing Shares respectively
as part of the Placing on behalf of either ourselves or our spouses.

The Placing is conditional, inter alia, on the passing of the Resolutions at the EGM and Admission.

Application has been made to the London Stock Exchange for the New Ordinary Shares to be admitted to
trading on AIM. It is expected that trading in the NewOrdinary Shares will commence on 8 October 2002.

A summary of the Placing Agreement is provided at paragraph 7 of Part III of this document.

Use of proceeds
The proceeds from the placing of the New Ordinary Shares will be used to make payment of US$6 million
(subject to adjustment) for the inventories being purchased under the NewContract and to provide working
capital for the New Contract. As at 30 June 2002 the Company’s net debt was »2.5 million. Taking into
account the net proceeds from the placing of the New Ordinary Shares and the cost of the inventories being
purchased under the New Contract, the proforma net debt of the Group would be »1.0 million, which
represents gearing of approximately 7 per cent. of the increased shareholders’ funds. The Group currently
has a »5 million revolving facility with The Royal Bank of Scotland plc.

NewOrdinary Shares
The New Ordinary Shares will, when issued, rank pari passu in all respects with the Existing Shares (which
include the Founder Shares) including the right to dividends and other distributions declared following
Admission. For the avoidance of doubt, the Placing Shares in the hands of the placees will not rank for the
¢nal dividend of 2.3p payable on 2 December 2002 to Shareholders on the register on 20 September 2002.

Extraordinary General Meeting
Set out on pages 34 and 35 of this document is a notice convening the EGM to be held on 7 October 2002 at
the o⁄ces of Taylor Wessing, 50 Victoria Embankment, Blackfriars, London EC4Y 0DX, at 11 a.m., at
which the Resolutions (as set out in such notice) will be proposed.

Further information
Your attention is drawn to the further information set out in Parts II and III of this document.
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Shareholders should read the whole of this document and not rely solely on the summarised information
above.

Action to be taken
A form of proxy for use at the EGM is enclosed. The Form of Proxy should be completed in accordance with the
instructions and returned to the Company’s registrars, Capita IRG plc, Bourne House, 34 Beckenham Road,
Beckenham, Kent BR3 4TU as soon as possible, but in any event so as to be received by 11 a.m. on 5 October
2002. The completion and return of a form of proxy will not preclude Shareholders from attending the EGM
and voting in person should you wish.

Recommendation
The Directors consider the Resolutions to be in the best interests of the Company and its Shareholders as a
whole.

Accordingly, yourDirectors unanimously recommend that you vote in favour of the Resolutions, to be proposed
at the EGM, as they have irrevocably undertaken to do in respect of their own bene¢cial holdings amounting in
aggregate to 3,415,087 Existing Shares representing approximately 40.3 per cent. of the current issued
ordinary share capital of the Company.

Yours sincerely

Frank Turner
Chairman
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PART II

PRELIMINARYANNOUNCEMENTOF THE RESULTS
FOR THEYEAR ENDED 30 JUNE 2002

CHAIRMAN’S STATEMENT

RESULTS
The results for the year ended 30 June 2002 show Aero Inventory moving further into signi¢cant pro¢tability
in its second full year as a listed company. Pre-tax pro¢ts were up more than three fold to »1,617,000
(2001: »505,000) on turnover of »9,111,000 (2001: »5,110,000), up 78 per cent.

The Board is recommending a ¢nal dividend of 2.3p net per share which, with the interim dividend already
paid, gives a total for the year of 4.3p net per share (2001: 1.7p), an annual increase of 153 per cent. The
dividend re£ects our con¢dence in the future and our intention to pursue a progressive dividend policy.

INDUSTRY CONDITIONS
The civil aerospace industry has experienced severe di⁄culties over the last year. Aero Inventory has,
inevitably, been a¡ected to some extent by reduced activity levels at its customers particularly in the UK.
However, our strong new business position in the relatively resilient Asia Paci¢c market has meant that it
has been possible nevertheless to achieve substantial growth in sales. Furthermore, we have systematically
taken advantage of a favourable procurement environment.

Di⁄cult industry conditions mean that aerospace manufacturers, airlines, and maintenance and repair
organisations must strive to reduce costs and improve e⁄ciency, particularly, where appropriate, through
outsourcing. This enhances the growth opportunity for Aero Inventory as an e-based aerospace parts
service provider.

NEWCONTRACTS
On 8 March 2002, Aero Inventory announced that it had signed a ¢ve-year, sole-supplier procurement and
inventory management contract with Taikoo (Xiamen) Aircraft Engineering Company Limited
(‘‘TAECO’’) in support of TAECO’s aircraft maintenance and passenger-to-freighter conversion
programmes. TAECO is a leading Chinese aerospace maintenance and repair company.

On 16 August 2002, concluding a number of months of discussions, Aero Inventory announced a major new,
sole-supplier procurement and inventory management contract with the Hong Kong Aircraft Engineering
Company Limited (‘‘HAECO’’), a leading Hong Kong based aerospace maintenance and repair company to
which the Group has been a supplier since December 2000. The new contract, which encompasses the
Group’s existing business with HAECO as well as substantial new business, runs from 1 September 2002
until 31 December 2005, renewable subject to certain conditions for a further ¢ve years thereafter.

This new contract with HAECO relates to the supply of parts required for the maintenance and repair of a
broad range of rotables (i.e. regularly overhauled removable components) and other aircraft components.
The new contract signi¢es an important extension of the Group’s role as a service provider to HAECO,
principally in support of Cathay Paci¢c. The Directors of Aero Inventory consider that the potential
annual sales value of the new contract is approximately US$30 million, of which US$17 million relates to
additional business and US$13 million-US$14 million to existing business. Under the new contract and in
accordance with the Group’s normal business model, Aero Inventory has agreed to purchase from
HAECO relevant inventories of parts including a substantial inventory previously owned by Cathay
Paci¢c and used by HAECO. The price to be paid for these inventories is approximately US$6 million.

FINANCING
In January 2002, at the time of announcing aMemorandumofUnderstandingwithTAECO,Aero Inventory
raised »2,054,000 (net of expenses) through a placing of 770,682 new shares with existing and new
shareholders. I should like to thank them, and indeed shareholders generally, for their support.

Following this equity placing, The Royal Bank of Scotland plc increased the revolving credit facility
available to Aero Inventory from »3.5 million to »5 million.
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On 11 September 2002, Aero Inventory entered into an agreement with Evolution Beeson Gregory Limited
to raise approximately »6 million (before expenses) by way of an underwritten placing of 1,818,182 new
shares, subject, inter alia, to shareholder approval at an Extraordinary General Meeting. The proceeds will
be used for purchasing the inventories under the new HAECO contract and to provide working capital for
the new HAECO contract. This placing is the subject of a separate circular to shareholders which is expected
to be posted later today.

CURRENT TRADINGANDPROSPECTS
In the short period since the ¢nancial year-end the Group’s existing contracts have continued to perform in
line with expectations. During this period there has been a planned increase in costs in preparation for the
new HAECO contract which commenced on 1 September 2002.

The new HAECO contract and the contract with TAECO underpin the prospect of further substantial
growth for Aero Inventory in the year to 30 June 2003. Furthermore, the Board considers that the Group is
well-placed to pursue a number of signi¢cant opportunities to broaden its customer base as an e-based
service provider in the ¢eld of parts for rotables and other aircraft components.

The Board believes that the new HAECO contract underlines the Group’s industry credentials and views the
future with con¢dence.

BOARD
On 8 April 2002 Hugh Bevan succeeded Stuart Nathan as Finance Director. I should like to thank
Mr Nathan, who continues as a director of the UK operating company, for his signi¢cant contribution in
this role over three years. Mr Bevan brings with him a wealth of business, ¢nancial, legal and
administrative experience much of it gained in Asia Paci¢c.

Martin Dodge, previously our Commercial Director, has been appointed Managing Director of Aero
Inventory (Hong Kong) Limited, a recently established subsidiary responsible for customer relations in the
Asia Paci¢c region. Mr Dodge has been re-designated Asia Paci¢c Director.

THANKS
The rapidly growing team at Aero Inventory is, I believe, characterised by an exceptional level of customer
focus, determination and enthusiasm. I should like to thank everyone who has contributed to another
successful year.

Frank Turner
Non-executive Chairman
11 September 2002
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CHIEF EXECUTIVE’S STATEMENT

REVIEWOFRESULTS
Turnover for the year increased by 78 per cent. to »9,111,000 (2001: »5,110,000) as a consequence of strong
growth in the Asia Paci¢c region which with turnover of »6,150,000 accounted for 68 per cent. of total
turnover in the year. This strong performance more than o¡set the 20 per cent. decline in turnover in our
UK business to »2,961,000 due to a reduction in activity levels following the events of 11 September 2001.

Turnover only included a minimal contribution from the TAECO contract, referred to in the Chairman’s
statement, and does not re£ect the turnover of the additional business from the new HAECO contract.

Our gross margins continue to be satisfactory and operating pro¢t was up by 265 per cent. to »1,716,000
(2001: »470,000). Sta¡ costs, the principal ¢xed element of operating expenses, rose by only 36 per cent. to
»1,342,000 (2001: »990,000), which is signi¢cantly less than the percentage growth in turnover. The average
number of employees during the year was 45 (2001: 32).

As we began to utilise our revolving credit facility we became a net payer of interest (»99,000 against a net
credit last year of »35,000). Net debt at the year end was »2,536,000 (2001: »525,000 net cash).

The pre-tax pro¢t for the year was »1,617,000 (2001: »505,000), which after a tax charge of »490,000
(2001: »136,000) gave rise to an after tax pro¢t of »1,127,000 (2001: »369,000) and basic earnings per share
of 14.01p up 171 per cent. on last year’s earnings per share of 5.17p. The fully diluted earnings per share were
13.87p (2001: 5.14p).

The year-end consolidated balance sheet shows greatly increased stock levels at »9,748,000
(2001: »3,710,000) re£ecting the increased needs of our growing business in Asia Paci¢c. We have funded
our increased working capital needs by a placing of 770,682 new shares in January of this year which raised
»2,054,000 (net) and by drawing down on our banking facilities.

Capital expenditure of »206,000 was lower than last year’s »465,000, which included the costs of refurbishing
and re-equipping our main building.

The average US Dollar/Sterling exchange rate during the year was 1.44 (2001: 1.43) and the rate used for
translating year-end ¢nancial assets and liabilities was 1.52 (2001: 1.41).

DIVIDEND
The Board is recommending a ¢nal dividend of 2.3p net per share to be paid on 2 December 2002 to
shareholders on the register on 20 September 2002. Aero Inventory paid an interim dividend of 2.0p net,
making total dividends for the year of 4.3p net (2001: 1.7p).

BUILDINGS
During the year, Aero Inventory took a lease on a 7,000 square foot warehouse close to our main building.
The two buildings have been linked by high capacity telecommunications cables, and it is intended that all
our warehouse and associated activities will bemoved into this newbuilding in the comingmonths in order to
permit the creation of further o⁄ce space in the main building.

INFORMATION TECHNOLOGY
During the year, Aero Inventory’s stock control database - ASSIST - has continued to be developed, and will
shortly be used for our Asia Paci¢c as well as our UK business. Since the year-end, we have combined our
database development and data processing activities into one department.

We shall shortly activate a re-designed version of our website. In addition to its marketing function, the
website allows a customer to view and download pricing, usage and inventory data, and any other specially
requested data. The website also facilitates electronic invoicing.

MARKETING STRATEGY
Aero Inventory’s strategy is to continue the rapid growth of the business by securing further pro¢table
long-term, sole-supplier contracts. We believe there are opportunities for the Group among aerospace
manufacturers, airlines, aircraft maintenance and repair companies, and government agencies.
Aero Inventory will seek to secure customers who will bene¢t operationally and ¢nancially from its service
and who are prepared for the Group to achieve its ¢nancial returns subject to meeting cost and
performance targets.
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In particular, we also believe that there is a signi¢cant opportunity for Aero Inventory to establish itself as an
e-based service provider in the ¢eld of parts required for the maintenance and repair of rotables and other
aircraft components.

We expect the Asia Paci¢c region to remain an important geographical focus for the Group in the near term.
This is because there is a rapidly growing aerospace market in the region to which, we believe, manufacturing
and maintenance and repair work is likely to gravitate given the availability of lower cost, technically
quali¢ed labour. We believe that the Group’s procurement and inventory management service can
complement the competitive advantages of businesses based in Asia Paci¢c, by o¡ering e⁄ciency bene¢ts
and cost savings. It can also neutralise some of the di⁄culties inherent in procuring parts out of Asia
Paci¢c, notably time-zone issues given that most aerospace parts come from Europe or the United States.

Rupert Lewin
Chief Executive

11 September 2002
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AERO INVENTORY PLC
CONSOLIDATED PROFIT AND LOSS ACCOUNT

FOR THEYEAR ENDED 30 JUNE 2002

2002
»’000

2001
»’000

TURNOVER 9,111 5,110
Operating expenses (7,395) (4,640)

OPERATING PROFIT 1,716 470
Interest receivable 6 42
Interest payable (105) (7)

PROFITONORDINARY ACTIVITIES BEFORE TAXATION 1,617 505
Taxation on pro¢t on ordinary activities (490) (136)

PROFITONORDINARY ACTIVITIES AFTER TAXATION 1,127 369
Dividends (365) (131)

RETAINED PROFIT FOR THE YEAR 762 238

Basic earnings per share 14.01p 5.17p

Fully diluted earnings per share 13.87p 5.14p

CONSOLIDATED BALANCE SHEET
AT 30 JUNE 2002

2002
»’000

2001
»’000

FIXEDASSETS
Tangible ¢xed assets 520 492

CURRENTASSETS
Stocks 9,748 3,710
Debtors 2,289 2,465
Cash at bank and in hand ^ 562

12,037 6,737
CREDITORS: amounts falling due within one year (4,789) (2,256)

NETCURRENTASSETS 7,248 4,481

TOTALASSETS LESS CURRENT LIABILITIES 7,768 4,973
CREDITORS: amounts falling due after more than one year ^ (23)
PROVISIONS FOR LIABILITIES ANDCHARGES (27) (25)

NETASSETS 7,741 4,925

CAPITAL ANDRESERVES
Called up share capital 106 96
Share premium account 6,687 4,643
Pro¢t and loss account 948 186

SHAREHOLDERS’ FUNDS - All equity 7,741 4,925
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CONSOLIDATEDCASHFLOWSTATEMENT
FOR THEYEAR ENDED 30 JUNE 2002

2002
»’000

2001
»’000

Net cash out£ow from operating activities (4,428) (2,797)
Returns on investments and servicing of ¢nance (99) 45
Taxation (105) 6
Capital expenditure and ¢nancial investment (182) (461)
Equity dividends paid (301) ^

Cash out£ow before use of liquid resources and ¢nancing (5,115) (3,207)

Financing
Issue of shares - net of expenses 2,054 1,556
Decrease in debt (14) (25)

2,040 1,531

Decrease in cash in the period (3,075) (1,676)

RECONCILIATIONOFOPERATING PROFIT TONETCASH
OUTFLOWFROMOPERATING ACTIVITIES

2002
»’000

2001
»’000

Operating pro¢t 1,716 470
Depreciation of tangible ¢xed assets 159 78
Pro¢t on disposal of tangible ¢xed assets (4) (3)
Decrease/(increase) in debtors 176 (1,751)
Increase in stocks (6,038) (2,948)
(Decrease)/increase in creditors (437) 1,357

Net cash out£ow from operating activities (4,428) (2,797)
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NOTES TO THE PRELIMINARYRESULTS
FOR THEYEAR ENDED 30 JUNE 2002

1. The ¢nancial information contained in this document does not constitute statutory accounts within the
meaning of Section 240 of the Companies Act 1985. The ¢gures for the year ended 30 June 2002 and
30 June 2001 have been extracted from the annual accounts on which the auditors have issued an
unquali¢ed report. A copy of the annual accounts will be posted to shareholders by 23 September
2002, and will be ¢led with the registrar of companies in due course.

2. The directors recommend the payment of a ¢nal dividend of 2.3p per share.

3. Basic and fully diluted earnings per share has been calculated on the Group’s pro¢t attributable to
shareholders of »1,127,000 (2001: pro¢t »369,000), and on the weighted average number of shares in
issue during the ¢nancial year, which for the basic earnings per share was 8,036,216 (2001: 7,137,240)
and for the fully diluted earnings per share was 8,119,891 (2001: 7,183,446).

4. On 11 September 2002 Aero Inventory entered into a placing agreement with Evolution Beeson
Gregory Limited and certain founder shareholders under which Evolution Beeson Gregory agreed to
procure placees for 2,616,873 shares of the Company at a price of 330p per share subject to certain
conditions. Of the shares to be placed 1,818,182 will be new shares issued by the Company and
798,691 are to be sold by founder shareholders (who are also directors of the Company). The net
proceeds to the Company are expected to amount to approximately »5.44 million. This placing is the
subject of a separate circular to shareholders which is expected to be posted to Shareholders today,
11 September 2002

The Annual General Meeting of the company will be held at The Royal Aeronautical Society, 4 Hamilton
Place, London W1J 7BQ on Wednesday 27 November 2002 at 11 a.m.
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PART III

ADDITIONAL INFORMATION

1. The Company
1.1 The Company was incorporated and registered in England and Wales as a private limited company

under the Act on 12 January 1994 with registered number 2887038 and was re-registered as a public
limited company on 11 April 2000.

1.2 The principal legislation under which the Company operates is the Act and the regulations made
under the Act.

1.3 TheCompany’s registered o⁄ce and principal place of business is at 30 Lancaster Road,NewBarnet,
Hertfordshire EN4 8AP.

2. Subsidiaries
The Company is the parent of Aero Inventory (UK) Limited which was incorporated in England and
Wales on 4March 1994 as a private limited company with registered number 2904862. The registered
o⁄ce of Aero Inventory (UK) Limited is 30 Lancaster Road, New Barnet, Hertfordshire EN4 8AP.
Aero Inventory (UK) Limited is the parent of Aero Inventory (Hong Kong) Limited which was
incorporated in Hong Kong on 18 January 2002 as a limited company with registered number
782906. The registered o⁄ce of Aero Inventory (Hong Kong) Limited is 2001, Central Plaza,
18 Harbour Road,Wanchai, Hong Kong.

3. Share Capital
3.1 The following table shows the number of authorised and issued Ordinary Shares at the date of this

document and immediately following the Placing:

Ordinary Share Capital
Authorised Issued and fully paid

Number » Number »

At the date of this document 80,000,000 1,000,000 8,477,511 105,968.88

Immediately following the Placing 80,000,000 1,000,000 10,295,693 128,696.16

3.2 As far as the Company is aware, as at 10 September 2002 (the latest practicable date before the
publication of this document), the following persons had interests (other than Directors’ interests)
within the meaning of section 208 of the Act in the issued Ordinary Share capital of the Company
which, directly or indirectly, represent or will represent, following the Placing, 3 per cent. or more of
the issued Ordinary Share capital of the Company:

As at the date of this
Document

Number
of Ordinary

Shares

Percentage
of issued
Ordinary
Share
Capital

Singer & Friedlander InvestmentManagement Limited 1,324,358 15.62
Rathbone InvestmentManagement Limited 688,165 8.11
RW JDavis 445,000 5.25
Liontrust Asset Management Limited 332,200 3.92

Save as disclosed above, the Directors are not aware of any person who, directly or indirectly, is or
will be following the Placing, interested in 3 per cent. or more of the Company’s issued Ordinary
Share capital.
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3.3 At the date of this document options over Ordinary Shares have been granted by the Company to one
Director, H C Bevan, as follows:

Number of
Ordinary Shares

the subject of Options
Exercise

price
Exercise
period

25,641 390p 9.4.05 ^ 9.4.12

In addition, the Company has also granted options over 195,858 Ordinary Shares to certain
employees. As at the date of this document, there are outstanding in aggregate 221,499 options
which represents 2.6 per cent. of the current issued ordinary share capital.

4. Memorandum of Association
The memorandum of association of the Company (the ‘‘Memorandum’’) provides that the
Company’s principal object is to act as a holding company. The objects of the Company are set out
in full in clause 4 of theMemorandum.

5. Articles of Association
The articles of association of the Company (the ‘‘Articles’’) include provisions to the following e¡ect:

5.1 Votes of members

5.1.1 Votes attaching to shares

Subject to any special rights or restrictions as to voting attached by or in accordance with the
Articles to any shares or class of shares, on a show of hands every member who is present in
person shall have one vote and on a poll every member who is present in person or by proxy
shall have one vote for every share of which he is the holder.

5.1.2 No voting rights where calls outstanding

Nomember shall unless the Board otherwise determines, be entitled to vote:

(a) if any call or other sum presently payable by him to the Company in respect of the
shares remains unpaid; or

(b) if amember has been servedwith a restriction notice and failed to provide theCompany
with information concerning interest in those shares required to be provided under the
Act.

5.2 Transfer of shares

5.2.1 Form of Transfer

Transfers of shares may be e¡ected by an instrument of transfer in any usual form or in any
other form approved by the Board. The instrument of transfer shall be signed by or on behalf
of the transferor and (except in the case of fully paid shares) by or on behalf of the transferee.
The transferor shall remain the holder of the shares concerned until the name of the transferee
is entered in the register in respect of such shares.

5.2.2 Right to Refuse to Register a Transfer

The Board may in its absolute discretion and without assigning any reason for its actions
refuse to register any transfer of any share which is not a fully paid share. The Board may
decline to recognise any instrument of transfer unless:

(a) the duly stamped instrument of transfer:

(i) is in respect of only one class of share;

(ii) is lodged at the registered o⁄ce or such other place as the Board may appoint;
and

(iii) is accompanied by the relevant share certi¢cate(s) and such other evidence as the
Board may reasonably require to show the right of the transferor to make the
transfer; and
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(b) in the case of a transfer to joint holders, the number of joint holders does not exceed
four.

5.2.3 The Boardmay also decline to register a transfer of shares (except for certain types of transfer)
after there has been a failure to provide the Company with information concerning interest in
those shares required to be provided under the Articles or the Act until such failure has been
remedied.

5.3 Dividends

5.3.1 Final Dividends

The Company may by ordinary resolution declare dividends but no such dividends shall
exceed the sum recommended by the Board.

5.3.2 Interim and Fixed Dividends

In so far as, in the opinion of the Board, the pro¢ts of the Company justify such payments, the
Board may declare and pay the ¢xed dividends on any class of shares carrying ¢xed dividends
expressed to be payable on ¢xed dates on the half-yearly or other dates prescribed for the
payment of such dividends and may also from time to time declare and pay interim dividends
on shares of any class of such sums and on such dates and in respect of such periods as it thinks
¢t.

5.3.3 Retention of Dividends

The Board may retain any dividend or other moneys payable on or in respect of a share on
which the Company has a lien, and may apply the same in or towards satisfaction of the
debts, liabilities or engagements in respect of which the lien exists.

The Board may withhold dividends payable on shares after there has been failure to provide
the Company with information concerning interests in those shares required to be provided
under the Act until such failure has been remedied.

5.3.4 UnclaimedDividend

Any dividend unclaimed after a period of twelve months from the date the dividend became
due for payment shall be forfeited and shall revert to the Company.

5.3.5 Distribution in Specie

The Company may upon the recommendation of the Board by ordinary resolution direct
payment of a dividend in whole or in part by the distribution of speci¢c assets (and in
particular of paid-up shares or debentures of any other company) and the Board shall give
e¡ect to such resolution.

5.3.6 Distribution in specie on a winding up

If the Company shall be wound up the liquidator may, with the authority of an extraordinary
resolution and subject to any provision of law, divide among themembers in specie or kind the
whole or any part of the assets of the Company and whether or not the assets shall consist of
property of one kind or shall consist of properties of di¡erent kinds, andmay for such purpose
set such value as he deems fair upon any one or more class or classes or property and may
determine how such division shall be carried out as between the members or di¡erent classes
of members.

5.4 Capitalisation of pro¢ts and reserves

5.4.1 The Board may, with the sanction of an ordinary resolution of the Company, capitalise any
sum standing to the credit of any of the Company’s reserve accounts or any sum standing to
the credit of the pro¢t and loss account.

5.4.2 Such capitalisation shall be e¡ected by appropriating such sum to the holders of ordinary
shares in proportion to their holdings of ordinary shares and applying such sum on their
behalf in paying up in full unissued shares.

24



5.5 Share capital

5.5.1 Variation of Rights

The special rights attached to any class may, subject to the provisions of the Act, be varied
either with the consent in writing of the holders of not less than three-quarters in nominal
value of the issued shares of the class or with the sanction of an extraordinary resolution
passed at a separate general meeting of the holders of the shares of the class.

5.5.2 Increase in Share Capital

The Company may from time to time by ordinary resolution increase its share capital by such
sum to be divided into shares of such amounts as the resolution shall prescribe.

5.5.3 Consolidation, Subdivision and Cancellation

The Company may by ordinary resolution:

(a) consolidate and divide all or any of its share capital into shares of larger nominal value
than its existing shares;

(b) cancel any shares which have not been taken or agreed to be taken or diminish the
amount of its capital by the amounts of the shares so cancelled;

(c) subject to the provisions of the Act, sub-divide its shares.

5.5.4 Reduction or Cancellation

The Company may by special resolution reduce or cancel its share capital or any revaluation
reserve or share premium account or any other reserve fund in any manner and with and
subject to any con¢rmation or consent required by law.

5.5.5 Purchase of own shares

Subject to the provisions of the Act, the Company may purchase or may enter into any
contract under which it will or may purchase, any of its own shares.

5.6 Forfeiture and lien

5.6.1 Notice on failure to pay a call

If a member fails to pay in full any call or instalment of a call on the due date for payment the
Boardmay at any time after the failure serve a notice on him requiring payment and shall state
that in the event of non-payment in accordance with such notice the shares on which the call
was made will be liable to be forfeited.

5.6.2 Lien on partly-paid shares

The Company shall have a ¢rst and paramount lien on every share (not being a fully paid
share) for all moneys (whether presently payable or not) called or payable at a ¢xed time in
respect of such share.

5.6.3 Sale of shares subject to lien

TheCompanymay sell in suchmanner as the Board thinks ¢t any share onwhich theCompany
has a lien, fourteen days after a notice in writing stating and demanding payment of the sum
presently payable and giving notice of intention to sell.

5.7 Directors

5.7.1 Number of Directors

Unless otherwise determined by ordinary resolution of theCompany theDirectors shall not be
fewer than two nor more than ten in number.

5.7.2 Directors’ Fees

Fees payable to Directors in such capacity shall from time to time be determined by the Board
except that such fees shall not exceed »100,000 per annum in aggregate or such higher sum as
may from time to time be determined by ordinary resolution of the Company.
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5.7.3 Directors’ Expenses

The Board may repay to any Director all such reasonable expenses as he may incur in
attending meetings of the Board or of any committee of the Board or shareholders’ meetings
or otherwise in connection with the business of the Company.

5.7.4 Age Limit

Any provision of the Act which would have the e¡ect of rendering any person ineligible for
appointment or election as a Director or liable to vacate o⁄ce as a Director on account of his
having reached any speci¢ed age or of requiring special notice or any other special formality in
connectionwith the appointment or election of anyDirector over a speci¢ed age, applies to the
Company.

5.7.5 Retirement by Rotation

At each annual general meeting one-third of the Directors for the time being (or, if their
number is not a multiple of three, the number nearest to but not greater than one-third) shall
retire from o⁄ce by rotation.

5.7.6 Restrictions on Voting

A Director shall not vote (save as provided in the Articles) in respect of any contract or
arrangement or any other proposal whatsoever in which he or persons connected with him
have a material interest otherwise than by virtue of his interest in shares or debentures or
other securities of, or otherwise in or through, the Company. A Director shall not be counted
in the quorum at a meeting in relation to any resolution on which he is not entitled to vote.

Subject to the provisions of the Act, a Director shall (in the absence of some other material
interest other than is indicated below) be entitled to vote (and be counted in the quorum) in
respect of any resolution relating to:

(a) any contract or arrangement for giving to such Director any security, guarantee or
indemnity in respect of money lent by him or obligations undertaken by him for the
bene¢t of the Company or any subsidiary;

(b) any contract or arrangement for the giving by the Company of any security to a
third party in respect of a debt or obligation of the Company or any subsidiary which
the Director has himself guaranteed, indemni¢ed or secured in whole or in part;

(c) any contract or arrangement by a Director to subscribe for securities of the Company
issued or to be issued pursuant to any o¡er in which theDirector is ormay be entitled to
participate as a holder of securities, or in the underwriting or sub-underwriting of
which the Director is to participate;

(d) any contract or arrangement concerning any other company (not being a company in
which the Director owns one per cent. or more) in which he (together with the persons
connected with him within the meaning of section 346 of the 1985 Act) is interested
directly or indirectly whether as an o⁄cer, shareholder, creditor or otherwise
howsoever in one per cent. or more of either any class of the equity share capital or the
voting rights in such company;

(e) any proposal concerning any pension fund or retirement death or disability bene¢ts
scheme or employees’ share scheme which has been approved by the Inland Revenue
and does not provide in respect of any Director as such any privilege or advantage not
accorded to the employees to which such scheme or fund relates; and

(f) insurance which the Company proposes to maintain or purchase for the bene¢t of
Directors or persons including Directors of the Company.

5.8 Borrowing Powers

The Board may exercise all the powers of the Company to borrow money, to give guarantees and to
mortgage or charge its undertaking, property and assets (present and future) and uncalled capital,
and to issue debentures and other securities, whether outright or as collateral security for any debt,
liability or obligation of the Company or of any third party.
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6. Directors’ and other interests
6.1 At the date of this document and immediately following the Placing, the interests (all of which are

bene¢cial) of the Directors (including persons connected with them within the meaning of
section 346 of the Act) in the issued share capital of the Company, which have been noti¢ed to the
Company pursuant to sections 324 and 328 of the Act and which are (or will be) shown in the
register of Directors’ interests maintained under section 325 of the Act both at the date of this
document and following the Placing, are and will be as follows:

At the date of this
document

Immediately following the
Placing

Directors

Number of
Ordinary
Shares

Percentage
of issued
ordinary
share
capital

Number of
Ordinary
Shares

Percentage
of issued
ordinary
share
capital

F Turner 106,206 1.25 112,206 1.09
L Heyworth 1,082,677 12.77 812,008 7.89
P R Lewin 1,541,367 18.18 1,156,025 11.23
M PDodge 570,720 6.73 428,040 4.16
H C Bevan 32,520 0.38 42,520 0.41
HN PMcCorkell 81,600 0.96 85,200 0.83

In addition, private option arrangements were put in place on 9 November 2000 by each of
L Heyworth, P R Lewin, M P Dodge and RW J Davis for the bene¢t of F Turner. In total, F Turner
was granted options over 433,333 Ordinary Shares as follows:

Grantor

Number of
Ordinary Shares

the subject of the option
Exercise
Price

Exercise
Period

LHeyworth 100,000 125p 09.11.03 ^ 09.11.05
L Heyworth 94,160 250p 09.11.03 ^ 09.11.05
P R Lewin 151,033 250p 09.11.03 ^ 09.11.05
M PDodge 51,821 250p 09.11.03 ^ 09.11.05
RW JDavis 36,319 250p 09.11.03 ^ 09.11.05

Save as disclosed above and in paragraph 3, none of theDirectors or any persons connectedwith them
(within the meaning of Section 346 of the Act) has any interest, bene¢cial or non-bene¢cial, in the
share capital of the Company or any of its subsidiaries.

6.2 Directors’ remuneration and service agreements

6.2.1 Save as set out in this paragraph 6, as of the date of this document the Directors have neither
fees nor are due any remuneration or bene¢ts in kind in their capacity as Directors.

6.2.2 The aggregate remuneration and bene¢ts in kind of the Executive Directors in respect of the
¢nancial year ending 30 June 2002 was »346,000. The Remuneration Committee is currently
reviewing Executive Directors’ salaries.

6.2.3 The following service contracts and letters of appointment have been entered into by the
Company:

(a) an agreement dated 24 February 2001 (as amended by a letter dated 17 July 2001)
between Potenza Enterprises Limited (‘‘Potenza’’) and the Company whereby
Potenza agrees to provide the services of Frank Turner as the non-executive
Chairman of the Company for an inde¢nite period subject to the rotation provisions
set out in the Articles and other termination provisions for an annual fee of »25,000
plus any applicable VAT payable with e¡ect from 1 July 2001 and subject to an
annual review by the Board and with e¡ect from 1 July 2001 an additional fee of
»15,000 plus any applicable VAT payable 6 monthly in advance with a right to apply
such fee for the subscription for Ordinary Shares in the Company at a market
valuation.
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(b) a service agreement dated 3 July 2001 between the Company and Laurence Heyworth
under which LaurenceHeyworth is employed as the executiveDeputyChairman for an
initial period of 12 months commencing on 1 July 2001 and thereafter terminable by
either party on 12 months’ notice at a salary (subject to upwards reviews from time to
time) of »50,000 per annum for 145 working days per annum plus membership of the
Company’s medical expenses scheme and the Group’s long term disability scheme;

(c) a service agreement dated 15May 2000 between the Company and Paul Rupert Lewin
under which Paul Rupert Lewin is employed as the Chief Executive for an initial period
of two years thereafter terminable by either party on twelve months’ notice at a salary
(subject to upwards reviews from time to time) of »80,000 per annum plus membership
of the Company’s medical expenses scheme and the Group’s long term disability
scheme;

(d) a service agreement dated 3 May 2002 between Aero Inventory (Hong Kong) Limited
and Martin Peter Dodge under which Martin Peter Dodge is employed as Managing
Director with e¡ect from 25 June 2002 for an initial period of two years unless
terminated by either party on twelve months’ notice at a salary (subject to upwards
reviews from time to time) of »60,000 per annum payable in Hong Kong dollars plus
an overseas allowance of »10,333 per annum payable monthly in arrears in Hong
Kong dollars, provision of residential accommodation either by provision of a lease
by Aero Inventory (Hong Kong) Limited or by reimbursement of rental expenses up
to a monthly cost of HK$32,000, one return £ight airfare to the UK per annum based
on World Traveller Plus grade, an annual leave passage allowance of »6,000 payable
monthly in Hong Kong dollars, reasonable medical bene¢ts or medical insurance, and
membership of the Group’s long term disability scheme;

(e) a service agreement dated 22 March 2002 between the Company and Hugh Charles
Bevan under which Hugh Charles Bevan is employed as the Finance Director,
Company Secretary and Director for a period commencing on 8 April 2002
terminable by either party on six months’ notice and subject to automatic termination
without notice on his sixtieth birthday at a salary (subject to upwards reviews from time
to time) of »65,000 per annum plus membership of the Company’s medical expenses
scheme, and the Group’s long term disability scheme;

(f) a letter of appointment dated 5 April 2000 (and an amending agreement to that letter
dated 15 May 2000) between the Company and Henry Nigel Pakenham McCorkell
under which he is appointed a non-executive Director of the Company for an
inde¢nite period subject to the rotation provisions set out in the Articles and other
termination provisions for:

(i) an annual fee of »15,000 plus any applicable VAT which for the year
commencing 1 July 2000 was paid in advance for the twelve month period on
that date and which with e¡ect from 1 July 2001 is payable quarterly in
advance and is subject to an annual review by the Board; and

(ii) an additional fee of »15,000 plus any applicable VAT which for the year
commencing 1 July 2000 was payable 6 months in advance but which with
e¡ect from the year commencing 1 July 2001 is payable 12 months in advance
with a right to apply such fee for the subscription for Ordinary Shares in the
Company at a market valuation.

6.2.4 Save as set out above, there is no arrangement under which any Director has agreed to waive
future emoluments nor has there been any waiver of emoluments during the ¢nancial year
immediately preceding the date of this document.

6.2.5 Upon termination, each of Laurence Heyworth, Paul Rupert Lewin,Martin Peter Dodge and
Hugh Charles Bevan (the ‘‘Executive Directors’’) are bound by on-going obligations of
con¢dentiality to both the Company and any Associated Company (as de¢ned in each
service agreement) in respect of con¢dential information or trade secrets relating to the
Company, any Associated Company or their business. In addition, the Executive Directors
are prohibited from the following activities in the following ways upon termination of their
employment:
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(a) the Executive Directors may not solicit any customers of the Company or any
Associated Company for a period of twelve months after their termination date either
for their own or others’ bene¢t;

(b) the Executive Directors may not solicit Company employees for a period of six months
after their termination date either for their own or any others’ bene¢t;

(c) the Executive Directors may not interfere with a continuance of supplies to the
Company for a period of twelve months after their termination date either for their
own or on another’s bene¢t;

(d) the Executive Directors may not be engaged with any entity that is engaged in the
Company’s business (de¢ned as ‘‘e-based customised procurement and inventory
management services for the aerospace industry and all directly related services’’) for
a period of six months after their termination date.

6.2.6 Any intellectual property (de¢ned) that is originated (de¢ned) by any of the Executive
Directors during their employment shall vest automatically with the Company and the
Executive Directors are obliged to take such steps as may be necessary to e¡ect such vesting
or to protect the Company’s interests.

6.2.7 The Board of the Company has the right to suspend (on full pay) any of the Directors for
suspected misconduct. If the Board concludes that any Director should be dismissed by
virtue of their misconduct, such dismissal will result in the Directors’ having to resign their
executive post.

6.3 Loans and guarantees

There are no loans or guarantees provided by any member of the Company for the bene¢t of any
Director.

6.4 Directors’ interests in transactions

Save as disclosed in this document, noDirector has or has had any interest in any transaction which is
of an unusual nature, contains unusual terms or is signi¢cant in relation to the business of the
Company and which was e¡ected during the current or immediately preceding ¢nancial year or
during any earlier ¢nancial year and remains in any respect outstanding or unperformed.

29



6.5 Directorships

Other than directorships of Group companies, the Directors hold, and have previously held during
the ¢ve years preceding the date of this document the following directorships:

Name Current Directorships Past Directorships

F Turner Aeronautical Trusts Limited
Potenza Limited

Potenza Enterprises Limited
Potenza Net Limited

Potenza Technology Limited
Material Logistics Limited

Mettis Group Limited
Mott Macdonald Group Limited

BMHandling Services Limited
BritishMidland Aviation Services Limited

BritishMidland Engineering Limited
BritishMidland plc

British Regional Airlines (Holdings)
Limited

Wagon plc
ASWHoldings plc

L Heyworth None Robert Fleming Securities Limited

P R Lewin None Estmanco Limited

H C Bevan None Robert Fleming International Limited
Jardine Fleming Securities Limited
Jardine Fleming International Inc

HN PMcCorkell Hamsard One Thousand and
Forty Three Limited

H.N.P. Limited
Chargeready Limited

Codelogo Limited
Metal Rings Co. Limited
DrumClosures Limited

KolokManufacturing Company Limited
Columbia RibbonManufacturing

Company Limited
Columbia (International) Limited

Incanite Foundries Limited
Chargeready (Holdings) Limited

Bowman Power Limited
Bournemouth Power Systems Limited

Ffast¢ll plc

John Cleland Group Limited
Hamsard One Thousand and

Sixty Four Limited
Columbia Computer Products Limited

Ouncebound
Cork Industries Employee Trust Limited

Hunt Power Drives Limited
Cork Industries Limited
BWT (Holdings) Limited

Fellcrest Limited
BaxterWoodhouse and Taylor Ltd

Windak Limited
Bird Precision Bellows Limited

Cadogan Numerical Control Limited
Midcast Engineering Limited

AA1 (Holdings) Limited
Cadogan Engineering Company Limited

Advanced Aero Industries Limited
Cork Aerostructures Limited

Midcast Engineering (Wales) Limited
Hunt Power Drives Limited

Meggitt plc
Huco Power Transmission Limited

McKechnie plc
Bibby Group Limited

Southern Educational Enterprises Limited
Bibby Transmissions Limited

Huco Engineering Industries Limited
Motion Developments Limited

Pitchline Transmissions Limited
Goodyer &Davis Engineering Limited

Turbo£ex Limited
T. &A. Nash (Perm) Limited

Euro£ex Transmissions Limited
Torsi£ex Limited

F Turner was a non-executive director of ASW Holdings plc when that company went into
administrative receivership on 10 July 2002.

P RLewin was a director of SI Industries Limited and SIHoldings Limited at the time when receivers
were appointed to those companies in January 1994. Both companies subsequently went into
liquidation.

H N PMcCorkell was the non-executive chairman of John Cleland Group when that company went
into administrative receivership in January 2000.
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Save as disclosed above, none of the Directors has been a director or partner at any time in the
previous ¢ve years. None of the Directors has any unspent convictions in respect of indictable
o¡ences. None of the Directors has been declared bankrupt or entered into an individual voluntary
arrangement. None of the Directors was a partner of any partnership at the time of or within
12 months preceding any compulsory liquidation, administration or partnership voluntary
arrangement. None of the Directors has owned an asset over which a receiver has been appointed
nor has any of the Directors been a partner of any partnership at the time of or within 12 months of
receivership of any assets of such partnership.

There have been no public criticisms of any of the Directors by any statutory or regulatory authority
(including recognised professional bodies) and none of the Directors has ever been disquali¢ed by a
court from acting as a director of a company or from acting in the management or conduct of the
a¡airs of any company.

Save as disclosed above, none of the Directors was a director of any company at the time of or within
12 months preceding any receivership, compulsory liquidation, creditors voluntary liquidation,
administration, company voluntary arrangement or any composition or arrangements with such
company’s creditors generally or any class of its creditors.

7. Material Contracts
Your attention is drawn to the summary of material contracts set out in paragraph 8 of part III of a
prospectus related to the Company dated 15 May 2000 (‘‘the Prospectus’’). Since the issue of the
Prospectus, the Company has entered into the Placing Agreement, which is not a contract entered
into in the ordinary course of business and which is or may be material.

The Placing Agreement, dated 11 September 2002 is made between the Company, the Directors, the
Founders and Evolution Beeson Gregory. Under the Placing Agreement Evolution Beeson Gregory
has undertaken to use its reasonable endeavours to procure placees to subscribe for or purchase (as
appropriate) Placing Shares at the Placing Price or to the extent that such subscribers or purchasers
are not so procured, to subscribe for or purchase such shares at such price itself. TheDirectors and the
Company have given certain representations and warranties and the Company has given certain
indemnities, inter alia, as to the accuracy of the information contained in this document and other
matters in relation to the Company and its business. The agreement is, inter alia, conditional upon
the passing of the Resolutions, the New Ordinary Shares being admitted to trading on AIM and
certain events of force majure not occurring prior to Admission. Pursuant to the Placing Agreement
the Founders agree not to dispose of any interest in their Ordinary Shares held at the time of
Admission at any time prior to the second anniversary of Admission save in respect of certain
speci¢ed circumstances including, but not limited to, by way of an acceptance of a general o¡er for
the issued share capital of the Company or with the consent of the Company and Evolution Beeson
Gregory or on the death of aFounder.Under the PlacingAgreement theCompanywill payEvolution
Beeson Gregory a commission equal to 3 per cent. of the Placing Price multiplied by the number of
New Ordinary Shares placed and may, at its discretion, pay Evolution Beeson Gregory a corporate
¢nance fee of up to »75,000. The Founders shall pay Evolution Beeson Gregory a commission equal
to 3 per cent. of the Placing Price multiplied by the number of Founder Shares placed. The Company
also agrees to indemnify Evolution Beeson Gregory against all legal and out of pocket costs and
expenses in connection with the Placing save that the Founders will be responsible for certain stamp
duty costs in connection with the sale of the Founder Shares.

8. Litigation
Nomember of the Group is, or has been, engaged in any legal or arbitration proceedings which may
have, or have had in the 12 months prior to the date of this document, a signi¢cant e¡ect on the
¢nancial position of the Group, nor, so far as the Company is aware, are any such proceedings
pending or threatened.

9. United Kingdom Taxation
The following paragraphs are intended as a general guide only for Shareholders who are resident and
ordinarily resident in the United Kingdom for tax purposes, and who will hold Placing Shares as
investments and not as securities to be realised in the course of a trade, and are based on current
legislation and UK Inland Revenue practice. Any prospective purchaser of Placing Shares who is in
any doubt about his tax position or who is subject to taxation in a jurisdiction other than the United
Kingdom, should consult his own professional adviser immediately.
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9.1 Taxation of Chargeable Gains

For the purpose of UK tax on chargeable gains, the issue and/or acquisition of Placing Shares
pursuant to the Placing will be regarded as an acquisition of a new holding in the share capital of the
Company. To the extent that a Shareholder acquires Placing Shares allotted or transferred to him, the
Placing Shares so allotted or transferred will, for the purpose of tax on chargeable gains, be treated as
acquired on the date of allotment or transfer. The amount paid for the Placing Shares will be the base
cost of a Shareholder’s holding. If a Shareholder disposes of all or some of his Placing Shares, a
liability to tax on chargeable gains may, depending on his circumstances, arise. However, the
amount paid for the Placing Shares subscribed for may be eligible for taper relief allowance if the
investor is an individual or trustee and for indexation allowance if the investor is a company.

9.2 Inheritance Tax ^ Business Property Relief

Unquoted ordinary shares representing interests in qualifying trading companies such as the
Company potentially qualify for business property relief which may give up to 100 per cent.
exemption from inheritance tax. Therefore, where an investor makes a lifetime gift of shares or dies
while still the owner of the shares, then no inheritance taxmay be payable in respect of the value of the
shares, provided certain conditions aremet. Themain condition is that the investor held the shares for
two years before the date of transfer or death.

9.3 StampDuty and StampDuty Reserve Tax

No stamp duty or stamp duty reserve tax (‘‘SDRT’’) will generally be payable on the issue of the New
Ordinary Shares by the Company pursuant to the Placing.

Transfers on sale of shareswill generally be subject to ad valorem stampduty at the rate of 0.5 per cent.
on the value of the consideration payable by the purchaser and rounded up to the nearest »5. An
unconditional agreement to transfer such shares will also be subject to SDRT, (payable by the
purchaser and generally at the same rate as stamp duty). However, if within six years of the date of
the agreement an instrument of transfer is executed pursuant to the agreement and stamp duty is paid
on that instrument, any liability to SDRTwill be cancelled or repaid. The Founders have undertaken
in the Placing Agreement to bear any stamp duty or SDRT liability payable by the placees on the
transfer to them of Founder Shares at the rate of 0.5 per cent. on the value of consideration payable
by such placees and rounded up to the nearest »5.

9.4 Dividends and other Distributions

Dividends paid by the Company will carry an associated tax credit of one-ninth of the cash dividend
or ten per cent. of the aggregate of the cash dividend and associated tax credit. Individual
Shareholders resident in the United Kingdom receiving such dividends will be liable to income tax
on the aggregate of the dividend and associated tax credit at the Schedule F ordinary rate (10 per
cent.) or the Schedule F upper rate (32.5 per cent.).

The e¡ect will be that taxpayers who are otherwise liable to pay tax at only the lower rate or basic rate
of income tax have no further liability to income tax in respect of such a dividend. Higher rate
(currently 40 per cent.) taxpayers will have an additional tax liability (after taking into account the
tax credit) of 22.5 per cent. of the aggregate of the cash dividend and associated tax credit (which is
equal to 25 per cent. of the cash dividend). Individual Shareholders whose income tax liability is less
than the tax credit will not be entitled to claim a repayment of all or part of the tax credit associated
with such dividend.

A UK resident corporate Shareholder (other than dealers and certain insurance companies) should
not usually be liable to corporation tax or income tax in respect of dividends received from the
Company and will be entitled for tax purposes to treat any such dividend and the related tax credit
as franked investment income.

Trustees of UK resident discretionary trusts who are liable to account for income tax at the rate
applicable to trusts on the trust’s income are required to account for tax at the Schedule F trust rate,
currently 25 per cent. on dividends.
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Persons who are not resident in the United Kingdom should consult their own tax advisers on the possible
application of such provisions and on what credit may be claimed for any such tax credit in the
jurisdiction in which they are resident. These comments are intended only as a general guide to the
current tax position in the United Kingdom as at the date of this document. The comments assume that
Placing Shares will be held as an investment and not as an asset of a ¢nancial trade.

If you are in any doubt as to your tax position, or are subject to tax in a jurisdiction other than the United
Kingdom, you should consult your professional adviser.

10. Working Capital
Havingmade due and careful enquiry and after having taken into account the proceeds of the placing
of the NewOrdinary Shares and the facilities available to the Group, the Directors are of the opinion
that the working capital available to theGroup is su⁄cient for its present requirements, that is for the
period of 12 months from the date of Admission.

11. General
11.1 The accounting reference date of the Company is 30 June.

11.2 The estimated amount of the expenses of the placing of the New Ordinary Shares, which are all
payable by the Company (including professional fees, printing costs and commissions) are
estimated to be »560,000 (excluding VAT).

11.3 The net proceeds of the placing of the New Ordinary Shares are estimated at approximately
»5.44 million for the Company.

11.4 Of the Placing Price, 1.25p represents the nominal value of each Ordinary Share and 328.75p
represents a premium.

11.5 Evolution Beeson Gregory has given and has not withdrawn its written consent to the issue of this
document with the inclusion of its name and the references to its name in the form and context in
which they appear.

11.6 The ¢nancial information contained in this document does not constitute full statutory accounts as
referred to in section 240 of the Act.

11.7 Save as disclosed in this document there has been no signi¢cant change in the ¢nancial or trading
position of the Group since 30 June 2002 the date to which the preliminary announcement of the
results for the year ended 30 June 2002 contained in Part II of this document were made up.

11.8 The Existing Shares and the New Ordinary Shares will be in registered form and will be in
uncerti¢cated form in CREST. De¢nitive share certi¢cates are not expected to be despatched to
those placees who have elected to receive Ordinary Shares in uncerti¢cated form if, and only if, that
person is a ‘‘system member’’ (as de¢ned in The Uncerti¢cated Securities Regulations 2001) in
relation to CREST. For those placees who elect to receive Ordinary Shares to be issued pursuant to
the Placing in certi¢cated form, share certi¢cates are expected to be despatched to such applicants by
post at their own riskwithin seven days ofAdmission. Temporary documents of title will not be issued
in connection with the Placing.

12. Availability of Circular
Copies of this document will be available free of charge to the public at the o⁄ces of TaylorWessing,
50 Victoria Embankment, London EC4Y 0DX, from the date of this document until at least the end
of the period one calendar month after Admission.

Date: 11 September 2002
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NOTICEOF EXTRAORDINARYGENERALMEETING

NOTICE IS HEREBY GIVEN that an Extraordinary General Meeting of the Company will be held at the
o⁄ces of Taylor Wessing, 50 Victoria Embankment, London EC4Y 0DX at 11 a.m. on 7 October 2002 for
the following purposes:

To consider and, if thought ¢t, pass the following resolutions of which number 1 will be proposed as an
ordinary resolution and number 2 will be proposed as a special resolution:

1. THAT in substitution for any existing authorities:

(a) in accordance with Section 80 of the Companies Act 1985 (‘‘the Act’’), the directors be generally and
are hereby unconditionally authorised to exercise all the powers of the Company to allot relevant
securities within the terms of the following restrictions and provisions, namely:

(i) this authority shall (unless previously revoked, varied or renewed) expire on the earlier of the date
of the nextAnnualGeneralMeeting of theCompany following the passing of this Resolution and
7 January 2004; and

(ii) this authority shall be limited to the allotment of relevant securities up to an aggregate nominal
amount of »22,728; and

(b) for the purpose of sub-paragraph (a) above:

(i) the said power shall allow and enable the directors tomake an o¡er or agreement which would or
might require relevant securities to be allotted after such expiry and the directors may allot
relevant securities in pursuance of such an o¡er or agreement as if the power conferred hereby
had not expired; and

(ii) words and expressions de¢ned in or for the purpose of Part IV of the Act shall bear the same
meaning herein.

2. THAT in substitution for any existing authorities:

(a) conditionally upon the passing of resolution 1 above and in accordance with Section 95 of the Act, the
directors be and are hereby given power to allot equity securities pursuant to the authority conferred by
Resolution 1 above as if sub-section (1) of Section 89 of the Act did not apply to any such allotment
provided that:

(i) the power hereby granted shall be limited to:

(A) to the grant of options to subscribe for shares in the Company under the terms of any share
option scheme adopted or operated by the Company;

(B) to the allotment of equity securities in connection with the Placing and the terms of the
Placing Agreement described in the circular to shareholders issued by the Company and
dated 11 September 2002; and

(C) to the allotment of equity securities, otherwise than pursuant to sub-paragraphs (A) and (B)
above, up to an aggregate nominal amount of »12,870;

(ii) the power hereby granted shall expire on the earlier of the date of the next Annual General
Meeting of the Company following the passing of this Resolution and 7 January 2004;

(b) (i) the said power shall allow and enable the directors to make an o¡er or agreement before the
expiry of the said power which would or might require equity securities to be allotted pursuant
to such o¡er or agreement as if the power conferred herein had not expired; and

(ii) words and expressions de¢ned in or for the purposes of Part IV of the Act shall bear the same
meanings herein.

Registered O⁄ce: ByOrder of the Board

30 Lancaster Road Hugh Bevan
New Barnet Secretary
Hertfordshire
EN4 8AP 11 September 2002
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Notes:

1. Amember entitled to attend and vote at themeeting is entitled to appoint a proxy or proxies to attend and, on a poll, to vote instead of
him/her. A proxy need not be a member of the Company.

2. A form of proxy is provided with this notice and instructions for use are shown on the form. To be valid, completed forms must be
received at the o⁄ce of the Company’s registrars, Capita IRG plc of Bourne House, 34 Beckenham Road, Beckenham, Kent
BR3 4TU not less than 48 hours before the time ¢xed for the meeting. Deposit of the form of proxy will not prevent a member from
attending and voting in person.

3. The Company speci¢es, pursuant to Regulation 41 of the Uncerti¢cated Securities Regulations 2001, that only those shareholders
registered in the register ofmembers of theCompany as at the close of business on 5October 2002 shall be entitled to attend or vote at
the Extraordinary General Meeting in respect of the number of shares registered in their respective names at that time. Changes to
entries on the register after that time will be disregarded in determining the rights of any person to attend or vote at the meeting.
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