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This document cm:!fﬁxs Listing Pusiculars reiating to Amercoeur Energy PLC asenlacged by the Acquisition.
The Listing Parziculars are prepared on the assumption that, unless the tonzext otherwise requires, Resalurion
No. 1 to be proposed ac the Extracrdinary General Meeting of the Company 1n be hald on 31d May 1990 wil|
have been duly passed and the Acquisition will have been completed by 30th May 1990, Dealings are expected
to commtence fully Eaid in the Consolidated Ordinary Shares and ril paid in the Righus Shares on 4th May 1990
and fully paid in’the Subscription Shares on Flse May 1990, -

A copy of this document, which comprises Listing Partieu}ars relating to Amercoeur Energy PLC, has been prepared
in 2ccordance with the listing rules made under s=ction 142 of the Financial Services Act 2985 and has been
delivered for registration to the Registrar of Companies in England and Wales as required by section 149 of that Act,

The Directors and the Proposed Directors, whose names appear under “Officers and Advisers of the Company™
in these Listing Particulars, accept responsibility for the information contained in this document. To the hest
of the knowledge and belief of the Directors and the Proposed Directors (who have taken all reasonable care
1o ensure that such is the case) the information contained in this document is in zccordance with the facts and
does not omit anything likely ro affect the import of such information.

Application has beer. made to the Council of The Steck Exchange for all the Consolidated Ordinary Shares and
the New Ordinary Shares to b admitted to the Official Lis:,

Listing Particulars of

'Amercoeur Energy PLC

(Registered in England No. 153088)

(to be renamed United Uniform Services PLC)

Acquisition of Horace Small Manufacturing Company
Introduction to the Official List
Rights Issue of up to 28,418,436 New Ordinary Shares
of 5p each at 126p per Share
and Subscription for up to 1,857,187 New Ordinary Shares
~ of 5p each at $2.04 per share

Share capital of the Company immediately following the Rights Isue and Subscription

Issued and
Authorised No, fully paid No.
£2,230,264.95 44,605,299 ordinary shares of 5p each £1,530,616.20 30,770,324
£1,978,505 894,701 ordinary shares of £5 each £1,973,505 $94,701

It is proposed that, following the passing of Resolution No. 5 at the EGM, application be made to the High
Court for sanction to the reduction by £4.95 of the amount paid up on each of the ordinary shares of £3,

Pending the reduction of share capital taking effect, the ordinary shares of £5 each and the ordinary shares of
5p each rank par passu in all respects with regard to the payment of dividends, return of capital and voting rights,

Indebtedness

At the close of business on 12th March 1990 Horace Small had outstanding the following borrowings or liabilities
in the nature of borrowing:

$°000

Bank borrowings — s=cured 24,753
Subordinated debt ) 3,520
Ozher unsecured borrowings 944
Finance leascs 287
29,504

At the close of business on 12th March 1990 the Amercoeur Group had no outstanding borrowings or liabilitie:
in the nature of borrowing.

Save as disclosed above, and excluding intra-group indebredness, at the close of business on 12¢h March 1990
neither the Amercoeur Group, nor Horace Smail. had any loan capital outstanding, or loan capital created hue
unissued, or term loans or any other borrowings o indebtedness in the nature of borrowing, including bank
overdrafts and liabilities under acceptances (other than normal trade bills) or aceeptance crc&

or finance lease cornmitments, mortgages, guaranices or other material contingent liabilities.

It is intended that substantially all of the borrowings of Horace Small be repaid at Completion,
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DEFINITIONS

In.this documept, unless the context requires otherwise, the following terms have the following aneanings.

" Acquisition, Agreement’

the Acquisition”

Ythe Acs”

“AGM"

"Amercoeur’” or *'the Company”*
“*the Amercoeur Group”
“Completion®

" Consolidated Ordinary Shares

“the Continuing Direciors”

“the Directors” or “the Board"
“Dollar Rate"

IIEGM”

“the Enlarged Group”
"Existing Ordinary Shares"

“Yorace Small"

“New Ordinary Shares"
“Pinetrces”

“Proposed Directors™

“Qualifying Sharcholders”

ltn & R”
“Record Dae”
“Rights Jesue”

"Rights Shares"

"Separate General Meeting”

*“$mith New Court” o
“The Stock Exchange”

“the Subscription”
“'the Subscription Shares”

“the UK Share Option Scheme”

“the US Stock Option Plan”

The Stock Purchase Agreemeny, described in Pan \' hereof togerher with
the exhibits auachef therepo (being forms of ‘a Non-Compeiition
Agreement, a Stock Option Term Sheet, a Bonus Pool Agraement, Me

D, Small's Employment Agreement and 1erms of employment of My. ).
Small), dated as of 17th January 1990 beiween Horace Small
Manufacturing Company. a Tennessee Corporation (1), Douglas A, Small
(2), the Company (3) and, tothe extent set forsh thergin, MIM Limited (4)

. the acquisition bf all of the iswed and outsanding common stock of Horace

Small Manufacturing Company pursuant to the Aciquisition Agreement

the Companies /¢t 1905

the Annual General Meeting of the Compeny convened for Srd May 1990
Amercotur Energy PLC o

Amercoeur and its subsidiarics before the Acquisition

the completion of the Aifquisidon and related transactions which is expected
to be on 30th May 1590

the issued ordinary shares of £5 each aid of Sp each arising on the

‘consolidation of the existing issued ordinary shares of 10p each and of
gép each respectively pursuant to the pas(\ﬁng of Resplution No, 1 at the
Mo g

the Directors who will remain on the Board following Completion and
the Proposed Direciors :

the Soard of Direciors of the Company

the exchange rate of $1.62 10 £1, being the rate at which the Company
has bought dollars forward in order to0 complete the Acquisition

;h; gxtraordinary General Meeting of the Company convened for Srd May
9

the Amercoeur Group as enlarged by the Acquisition

the existing ordinary shares of 10p cach and of 0.1p vach in the capital
of the Company in isuc at the date hereof, to be consclidated pursuant
10 the passing of Resolution No, 1 at the EGM so thar every 30 of such
shares will become an ordinary share of £5 each or of 5peach respectively

Horace Small Manufacturing Company and i tradinig subsidiaries, My,
Pleasant Mfg. Co., Inc.andR & R

the Rights Shares and the Subsciiption Shares
Pinctrees (Coal Mining) Company Limited, the sole operating subsidiary
of Amercoeur
the persons who are proposed to be appointed Directors of the Company
following Completion and whose names are set out under "Officers and
Advisers of the Company” in this docurnent
the holders of the Existing Ordinary $hares whose nawcs appear on the
register of members on the Record Date, other than holders of Existing
Ordinary Shares with registered addreses in Canada or the Undted States
of America or its territories or possessions or areas subject to its jurisdiction
R & R Uniforms, Inec.
the close of business on 20th April 1990
the proposed issue of ordinary shares 10 Qualifying Sharcholders by way
of nghus
the ordinary shares of 5p each in the capital of the Company to be
provisionally allotted by way of rights pursuant to the Rights Issue
the separate General Mecting of the holders of the ordinary shares of 10
each of the Company (to be consalidated into ordinary shares of £5 eac
puruant to the paszing of Resolution No. 1.a: the EGM) convened for
3rd May 1890
"Smith New Coun Corporate Finance Limited
The International Stock Exchangs of the United Kingdom and the
Republic of Iteland Limited o .
the subscription by Doug Small and certain senior management of Horace
Small for the Subscription Shares .
up to 1,957,187 ordinary shans in the capital of the Company to be
subscribed for in cash at and conditional upon Compleron at $2.04 per
share (being the equivalent of 1255 at 9th April 1990) by Doug Small
and certun senior management of Horace Small as described herein .
the non approved UK Share Option Scheme proposad to be approved
and adopted at the EGM, a summaty of the rules of which is st out in
paragraph 10(a) of Part VI of this document
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the non qualfied U'S Stock Option Plan proposed to be approved and 5

adopred at the EGM 2 summary of the rules of which isset out in paragraph i

10(b) of Part V'] of this document 3
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SUMMARY OF INFORMATION

The following information is derived from, and should be read in the context of, the full rext of this
documnent.

Following Completion it is intended that the sole business of the Enlarged Group will be thatoperated
by Horace Small. The objective of the Continuing Directors will be to concentrate on the expansion
and development of that business,

Horace Small comprises Horace Small Manufacturing Cornpany (trading unde the name Horace
Small Apparel Company) and its operating subsidiaries, Mt, Pleasant Mfg. Co., Inc. 2nd R & R,
The group is an integrated manufacturer and distributor of fitted uniforms and corporate clothing
and a distributor of accessories and equipment — serving, primarily, the US Federal (non-military),
State and Local Government agencies, and 2 number uf safety and security work forces and large
and small corporations, Horace Small is well represented in its market and services over 30,000 customer
accounts,

When ordinary shares in Amercoeur were first dealt in on the Third Market of The Stock Exchange
in June 1987, Amercoeur was mainly involved in anthracite mining and peat processing. During the
period ended 31st December 1989, the Cornpany closed most of its operations. The Companyis currently
in negotiations for the sale of the assets of Pinetrees, its only remaining operating subsidiary.

Summary of the trading records of Amercoeur and Horace Small

Set out below is a summary of the trading records of Amercoeur and Horace Small, for the three
financial periods ended 815t December 1989, extracted from the Accountants’ Report on Amercosur
set out in Part III and the Accountants' Report on Horace Small set out in Part 1] of this document,

Periods ended 315t December
18 months 12 months 12 months

1987 1988 1989
Amercoeur £'000 £'000 £'000
Turnover 1,280 1,342 182
Operating profit/(loss) 55 {6B4) (271)
Profit/{loss) on ordinary activities before axation 115 (137) (269)

" Years ended 31st Decemnber

1887 1988 1989
Horace Small §'000 $'000 $000
Turnover 51,307 $2,372 77,988
Operating profit 5,093 6,571 7,721
Profit on ordinary activities before taxation 4,408 4,792 4,635

Sharcholders are directed to the Accountants’ Report on Horace Smallin Part IT where the following
material exceptional items, which are not expected to recur, are set out, which were decucted in
arriving at the profit set out above:

Years ended 31st Decernber

1987 1988 1989
$'000 $'000 $'000
— Interest expense 521 1,644 8,090
— Director’s remuneration 380 426 444
Market Information
Rights Issue price and the Subscription price per New Ordinary Share 125p*
Shares in issue following the Rights Issue and the Subscription 31,165,025
Market capitalisation following the Rights Issue and the Subscription at the
Rights Issue price £38.96 million
Pro forma consolidated net assets following the Acquisition, th. Rights Issue
and the Subscription .. £21.27 million
Pro forma consolidated net assets per share following the Acquisition,
the Rights Issue and the Subscription 63p
Pro forma historic yield at the Rights Issus price 3.2 per cent,

The pro forma statement of net assets of the Enlarged Group is set out in Part IV of this docurnent.
The pro forma historic yield is calculated on the basis set out under "Dividends” below.

*The Subicription price Is ireated as 125p being the sterling equivaien ax 3t Apnl 199 of 32,04,
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PART ¥
The Enlarged Group

INFORMATION ON HORACE SMALL

Horace Small comprises Horace Small Manufacturing Company (trading under the name Horace
Small Apparel Cempany) and its operating subsidiaries. M. Pleasant Mfg. Co.. Inc. and R & R.,
Horace Smallis an integrated manufacturer and disuibutor of fitted uniforms and corporate clothing.
including shirs. trousers, jackets and outerwear, and a distributor of accessories and equipment. Horace
Small is well represented in its large and highly fragmented market, servicing over 30,600 customer
accounts,

Horace Small had a wrnever of $77.9 million during the year to 31st December 1989, of which the
manufacturing division accounted for §81 million and the distribution division for $46.9 million.
The executive offices. main manufacturing facility and the headquaners of its distribution subsidiary.
R & R. are located in Nashville, Tennessee, There are also two manufacturing plants, in Guthrie,
Kentucky and Mt. Pleasant, Tennessee. R & R currently operates sixteen distribution centres, principaily
in the eastern United States.

Horace Small operates in a sector of the uniforrn marketin which established and supportive contacts
with distributors and a reputation fot quality products and reliability are key 1o success and growth,
One distinguishing factor in Horace Small's success has been its "uniform distribution programme”,
serving primarily “image-conscious” corporations and certain US Federal {non-military), State and
Local Government agencies. This programme manages the supply of uniforms to thousands of
employees, in the size and specification required by the wearer, and co-ordinates the related accounting.
data-storing and distribution systems for the corporation or agency concerned.

History

The business of Horace Small was founded in 1937 by Mr. Horace Small in Nashville, Tennessee,
and was operated as a sole proprietorship, manufacturing primarily trousers and caps. In 1934, Horace
Small was incorporated under the laws of Tennessee with Mr. Horace Small and Invin Small. his
son. as the shareholders. Various exchanges of stock between rnembers of the Small family occurred
from 1957 until 1986, when the voting common stock was held equally between Irvin and his brother,
Richard. The non-voting common stock was held by Irvin Small, Richard Srnall. other family members
and four trusts created for the benefit of Mr. Horace Small's grandchildren. Following a leveraged
buyout in late 1987 and a series of purchases by Horace Small of its own non-voting stock in 1987
and 1988, Irvin Small held 100 per cent. of the voting common stock and the majority of the non-
voting common stock, while Doug Small, son of Irvin, held approximately 26 per cent. of the non-
voting common stock. In December 1989, Doug Small purchased all of Irvin Small's stock. As part
of Completion, Doug Small will first purchase all of the remaining stock from the Small family trust.

Mt. Pleasant Mfg, Co., Inc, was acquired in 1976 and the Guthric Garment Company was acquired
in 1988. R & R was founded in Nashville, Tennessee by Robert Gates, Jr. and Ronald Pate in 1971
as a distributor of uniforms and accessories in Tennessee. In 1985, Horace Smatl expanded into uniform
distribution through the acquisition of an 80.2 per cent. interest in R & R. Simultancously on
Completion, Doug Small will acquire and give to Horace Small for no additional consideration the
remaining common stock of R & R,

The Markets served

Customners are usually organisations buying on behalf of their staff. Unlike the fashion industry. the
majority of the products are functional and do not reguire substantial style changes from year to
year as a result stocks rarely become obsolete, The Continuing Directors believe that the fitzed uniform
industry is relatively recession resistant,

Horace Small operates at the quality end of the market, where public image is a very important {actor
and where higher margins can therefore be achieved, Customers appearto place emnphiasis on product
quality, durability, high standards of service and a wide range of product lines.

Public Safety customers are the largest group of customers and are typically State and Local law
enforcement agencies, fire departments, correctional officers, emargency medical services and private
security guards, Commercial/ Industrial/Service custorners are private organisations whose employees
represent the public perception of that organisation’simage and whiose appearance plays animportant
part in the marketing of that organisation.



Through the "uniform distribution programme” Horace Small supplies both governmeny agencies
including US Federalynon-military). Staie and Local Government agencies, and a growing numbey
of private, national and regional accounts such as Federal Express Corporation,

Horace Small is the prirary uniform supplicr to those US Federal (non-military), government agencies
{ether than the Postal Service) which are its customers. The Postal Service, although an impariant
customer, also uses a number of other suppliers, One customer accoumed for approximately 15 per
cent, of turnover in 1984, No other customer accounted for miore than 7 per cent. of turmover in
that year,

Suppliers

Horace Small purchased fabrics and other raw.materials to a value of $14.4 million from over 50
suppliers in 1989. The Continuing Directors believe that Horace Small is not dependent upon any
one supplier for its principal fabrics or raw materials,

1t is Horace Small's corporate policy, in'accordance with general philosophy in the industry, to buy
fabrics exclusively from suppliers in the United States. \

Manufacturing

Horace Small manufactures trousers, jackets and outerwear at its primary site in Nashville, Tennessee,
shirts at the M. Pleasant facility and trousers at the facility at Guthrie, Kentucky.

The process involves the quality testing and assembly of cloth woven by suppliers, There is very little
wastage of cloth as Horace Small has installed computer-aided design technology.

-Horace Small sub-contracts a proportion of its manufacturing, which in 1989 accounted for a significam

proportion of this division's output. The Continuing Directors intend to keep sub-contracting within
appropriate limils to ensure operating flexibility whilst avoiding undue dependence on other
manufacturers. ‘ ‘ "

Marketing and 5ales
The marketing and sales operations are directed through the following distribution channels:

Horace Small

Manufacturing -
Company
{i) Independent (ii) Tenders R & R Uniforms,
Distributors Inc,
{ | |
(iii) Company {iv} Uniform
Owned Distribution
outlets o Programmes
? ¥
{a) Federal and (o) Private
State Government National and
Accounts Regional Accounts
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(i) Independen Distributors

The manufacturing division sells to independent distributors who maintain stocks of uniforms and
aczessories which are sold to customers. The typical distributor operates within 2 certain geographic
region, through its own sales force and has alteration facilities on the prernises, The sales force visits
customers such as fire departments. police departments, hotels. banks. travel agencies and fast Tood
restauranis. Orders are largely met from the distributor’s existing stock. The rnanufaciuring division
sells to over 500 such distributors,

(i) Tenders

The manufacturing division aiso tenders to State and Local Government agencies. These custorners
do not need the services offered by independen: distributors or R & R and consequently are not prepared
to pay the additional margins charged.

.

(iii) Company-Owned Outlets

R & R, the distribution division, operates 16 distribution centres most of which have a certain geographic
market area, It is the Continuing Directors’ intention to derive further benefits from the integration
of manufacturing and distribution by increasing the proportion of the manufacturing division’s output
supplied 10 R & R and the proportion of R & R's sales supplied by the manufacturing division.

In addition to the products supplied by the manufacturing division. R & R provides a wide range
of accessories such as shoes, ties, leather goods, rainwear, insignia, protective gloves and various other
items of public safety and law enforcement equipment,

(iv) Uniform Distribution Programme
This programme manages the supply of uniforms to thousands of employees, in the size and specification

required by the wearer, and co-ordinates the related accounting. data-storing and distribution systems
for the corporation or agency concerned.

(2) US Federal (non-military), State and Local Government Contracts:

In the early 1980's, R & R developed a new uniform procurement and distribucion system with
specialised software programmes for the National Park Service. Because of the success of this
uniform distribution programme, seven other LS Federal Government agencies adopted a similar
programme, R & R is currently the primary supplier of uniforms to five of these Federal agencies:

- US National Park Service

~ U5 Customs

—~ US Fish and Wildlife

— US Corps of Engineers

— US Immigration and Naturalisation Service

The US Immigration and Naturalisation Service is the largest customer of the five. Sales to these
five agencies totalled approximately $12 million in the year ended 31st Decernber 1989, All
programmes and contracts have been awarded, conditional on annual renewal by the agency.
until 1994, except for the Immigration and Naturalisation Services contract which has been
sinilarly awarded uneil 1993,

Such Government contracts for the supply of uniforms are awarded on the basis of both price
and technical capabilities and typically cover a term of five years, conditional on annual renewal
within the five year period. If the next five year contract is awarded to a different distributor,
alt the remaining stock is bought out from the previous distributor. The management's experience
is that. due to the amount of administration involved, each agency selects only one supplier and
regularly annually renews within the fixed term. ,

(b) Private National and Regional Corporate Accounts

R &R is presently under contract to supply several corparations with uniforms for their employees:
the largest customer is Federal Express Corporation. These uniforms are designed and
manufactured exclusively for the specific clients, Due to the success of these uniform distribution
programmes R & R is marketing similar programmues to a nurnber of other carporations.

8



FINANCIAL RECORD OF HORACE SMALL

The turnover, operating profit and profit on ordinary activities before taxes of Horace Small for the
three years ended 31st December, 1989, as extracted from the Accountants' Report set out in Part
IT of this document, are as follows:

Years ended 3lst Decernber

1987 1988 1989
$'000 $'000 §'000
Turnover 51,307 62,872 77,938
Operating profit " 5,093 6,371 7,721
Profi¢ on ordinary activities before taxation 4,403 4,792 4,633

These audited figures demonstrate the growth in turnover and operating profit achieved over the
last 3 yearss.

The financial performance of Horace Small has been affected by a number of items, none of which
is expected to recur, Sharehalders are directed to the Accountants' Report on Horace Small in Part
IT where the following material exceptional items, which are not expected to recur, are set out, which
were deducted in artiving at the profit set out above:

Years ended 81st December

1987 1988 1989

$'000 $'000 $'000

~ Interest expense 521 1,644 3,080
~ Director's remuneration 380 426 444

DIVIDENDS

The future dividend policy of the Enlarged Group will reflect the perforrmance of the Enlarged Group
and the obligation of the Company, as referred to in paragraph 1(£){vii) of Part V, torestrict distributions
from Horace Small to the Company to 25 per cent. of the pre-tax profits of Horace Small as described
in that paragraph,

The Directo.s believe that the restrictions on the distributions from Horace Small to the Company
are appropriate. As stated above, the Directors believe that there are excellent opportunities for
acquisitions within the uniform industry's fragmented market: by restricting the dividend payable,
Horace Small will be able to put more money back into growing its business,

The Continuing Directors intend to recommend a final dividend in respect of the year ending
31st December 1990 and thereafter expect that the Company will pay an interim dividend in
October and a final dividend in July.

On the basis of the audited figures shown above for the period to 815t Decemnber 1983, with adjusements
to reflect the items not expected to recur, the Continuing Directors would have felt able to recommend
a total dividend of 3p net per share (equivalent to a gross dividend of 4p per share) in respect of
that year on the assumptions that: (i) all the Consolidated Ordinary Shares and New Ordinary Shares
had been in issue and had been listed on the Official List for the whole of that year, (ii) there had
been no material adverse change in exchange rates and (iii) the reduction of share capital and of
share premium account described in paragraph 2 of Part VI below had taken effect.

INFORMATION ON AMERCOEUR

Business

When ordinary shares in Amercoeur were first dealt in on the Third Market of The Stock Exchange
in June 1987, Amercoeur was mainly involved in anthracite mining and peac processing, During the
period ended 315t December 1989, the Company closed most of its operations due to the poor outlook
for coal prices and the losses sustained by the Company. Losses on ordinary activities of £268,555
were recorded during the year, Extraordinary losses of £281,382 increased the loss for the period 1o
£540,687. The extraordinary items represented losses on discontinued operations and a write down
both of investments and of the assets of a subsidiary sold in the year.

Subsequent to the year end, the Company disposed of its interest in the Enercol joint venture for
a nominal amount. The Company is currently in negotiation for the sale of the assets of Pinetrees,
its only remaining operating subsidiary.

It is intended, therefore, that the sole business of the Enlarged Group will be that of Horace Small,
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DIRECTORS, PROPOSED DIRECTORS AND EMPLOYEES

The Board of Directors of the Company following the Acquisition will comprise the following individuals:

Mark A, Vaughan-Lee (Non-Executive Chairman)

Mark Vaughan-Lee, aged 44, was appointed a Director of the Company on 27th October 1988, He
is Chairman of American Business Systems PLC and American Distributors PLC and a Director of
Alexander Proudfoot PLC, York Trust PLC and Fundinvest ple.

Douglas A. Small (Chief Executive)

Douglas Small (USA), aged 38, was appointed Chief Executive Officer of Horace Smallin December,
1989, having been President since 1986, He has 20 years’ experience with Horace Small. He isa member
of the Board of Directors of the American Apparel Manufacturers Association and the Board of Directors
of the National Association of Uniform Manufacturers and Distributors,

Richard B. Vacek Jnr. (Finance Director)

Richard Vacek, Jar. (USA), aged 41, becamne a Certified Public Accountant in 1973, Priorto joining
Horace Small in July 1989, he spent over 15 years in various financial management positions in the
health care industry. His responsibilities include corporatc accounting, budgew and planning, credi:
and management information systems. ‘

Robert W, Gates, jnr. (Executive Director)

Robert Gates, Jnr. (USA), aged 43, has been President of R & R since 1972, He has 21 years' experience
in the industry, spending three years as a sales representative with Factory Sales Uniform Co. before
co-founding R & R. In 1985 he and his co-shareholders sold 80.2 per cent. of R & R to Horace Small
and he remained President of R & R.

Anthony D. N, Balme {Non-Executive Director)

Anthony Balme, aged 41, was appointed a Director of the Company on 13th October 1988, Fle is
Chairman of Baynard Securities (London) Ltd. (amember firm of The International Stock Exchange)
and is a director of a number of other UK, private companies,

The Hon. William D. Eberle (Non-Executive Director}

The Hon. William Eberle (USA), aged 66, served as a Special Trade Representative during the Nixon
and Ford administrations. A director of various US corporations, Mr. Eberle was a founder of Boise
Cascade and served as Chairman and Chief Executive Officer of American Standard. He iscurrently
a Director of Alexander Proudfoot PLC and Vice Chairman of the US Council of the International
Chamber of Commaerce.

Christopher H. B, Mills (Non-Executive Director)

Christopher Mills, aged 37, was appointed a Director of the Company on 27th October 1988. He
is Managing Director of Consolidated Venture Trust plc, and a Director of American Business Systems
PLC, American Distributors PLC, European Homne Products PLC, Finlan Group PLC, Merchant
Manufactory Estates Company PLC, Mid-States PLC and Alexander Proudfoot PLC.

R. James P, Morton (Non-Executive Director)

James Morton, aged 86, is a Director of Samuel Montagu Inc.. He is also a Director of American
Business Systerns PLC and American Distributors PL.C.

Irvin (Jimmy) L. Small (Non-Executive Director)

Irvin (Jimmy) Small (USA), aged 61, was Chief Exccutive Officer of Horace Small frorn 1962 until
December 1989 and President from 1962 until 1986, Fe has40 years' experience with Horace Small,
is a past President of the National Association of Uniform Manufacturers and Distributors and is
widely respected within the uniform industry.

Messrs, Ferguson and Taylor, who are Directors of the Company, have indicated that they wish to
resign on Completion.

The Executive Directors of Horace Small are supported by an experienced manageraint team. in
whom the Continuing Directors have great confidence.
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Employees

The average number of persons employed by Horace Small and its subsidiaries for the lasi thyee finangial
years was as follows:

Period ended 31st December
1987 1988 1889

948 983 1,076

Share Cption Schemes

The Directors consider that it would be in the interests of the Enlarged Group if senior management,
including Executive and Non-Executive Directors, whohave a direct influence on future profitability
and growth, were to be given incentives to contribute to the Enlarged Group's success through share
option schemes.

The Acquisition Agreement requires the Company to adopt the US Stock Option Plan and grant
options thereunder to senior management of Horace Small over ordinary shares in the Company
representing 5 per cent, of the issued share capital as enlarged by the Rights Issue and Subseription
at the Rights Issue price of 125p pershare. No grant of options will be made at any time if the number
of shares issuable pursuant to all subsisting options and rights to subseribe granted within 10 years
of the proposed grant would exceed 10 per cent. of the Company's enlarged issued share capital at
that time,

Summaries of the rules of the proposed UK Share Option Scheme and US Stock Option Plan are
set out in paragraph 10 of Part VI below. The schemes require the approval of shareholders by the
passing of Resolution No. 1 in the case of the US Stock Option Plan and Resolution No, 6 in the
case of the UK Share Option Scheme,

s

INTRODUCTION TO THE OFFICIAL LIST

The Directors believe that it is appropriate to seek alisting on the Official List of The Stock Exchange
for the Company's.shares, thereby significantly increasing their marketability.

PROSPECTS FOR THE ENLARGED GROUP
The Continuing Directors have identified a number of opportunities for further growth,

The Continuing Directors believe that the success of the uniform distribution prograrnme should lead
to a substantial number of further corporate accounts, In addition the Enlarged Group intends to
make acquisitions (funded from its own resources) of a number of small indepsndent distributors
within identified gesgraphic market areas. The Continuing Directors also believe that the uniform
industry's fragmented market offers excellent acquisition opportunities.

Horace Small is also considering expanding into the manufaciure of accessories complementary to
its product line, e.g. leather goods, insignia and rainwear,

In manufacturing, Horace Small plans to expand its product lines with:

(i) uniformsspecifically designed and tailored for wornen (such uniforms have typically been medified
versions of uniforms designed for men); and

(ii) the use of advanced materials to enhance its products and to increase the number of possible
applications.

The Continuing Directors are also considering expanding the manufacturing capacity, since in 1989
a significant proportion of Horace Small’s production was sub-contracted.

In addition, the capital injection of $30 million: into Horace Small should allow Horace Small to repay
substantially alt of the external indebtedness incurred at the time of the leveraged buy-out in late
1987, Horace Small's cash flow should enable it tocontinue its growth and development and the Enlarged
Group to fund acquisitions out of its own resources.

The Continuing Directors view the future with confidence.

1 &



PARTII
Accountants’ Report on Horace Small

The following isa copy of a report from Arthur Andersen & Co., Chartered Accountantsi—

The Directors,
Amereoeor Encrgy PLG, ARTHUR
40 George Street, ANDERSEN

London,
WI1H 5RE CO

The Directors, 1 Surrey Street,
Smith New Court Corporate Finance Limited, London, WC2R 2PS
Chetwynd House,

24 St, Swithin's Lane, 424 Church Street,
London, \ Suite 1100,
EC4N 8AE Nashville,

Tennessee 37219
10th April 1990

Dear Sirs,

I. We have examined the audited consolidated accounts of Horace Small Manufacturing
Company and its subsidiaries (together, “Horace Small™) for the three years ended 3lst
December 1989 in accordance with the Auditing Guideline: “Prospectuses and the Reporting
Accountant”. Horace Small Manufacturing Company is incorporated in the State of
Tennessee, U.S A.

2. Horace Small has been principally engaged in the manufacture and distribution of fitied
uniforms. o ‘

3. The financial information set out below has been prepared under the historical cost
convention, on the basis described in the accounting policies section and is based on the
.audited consolidated accounts of Horace Small afier making such adjustments as we consider
necessary. The only adjustments were 1o reflect United Kingdom Statements of Standard
Accounting Practice where these differ from U.S. generally accepted accounting principles,
particularly in relation to purchased goodwill and stock valuation. The accounts for the three
financial years ended 3tst December 1989 were audited by Kralt Bros., Esstman, Pation &
Harrell, Independent Public Accountants, whose reports in respect of cach year were
unqualified.

4. In our opinion, the financial information gives, for the purposes of the Listing Particulars
dated 10th April, 1990, a true and fair view of the state of affairs of Horace Small at 3lst
December 1987, 1988 and 1989 and ofits profit and source and application of funds for cachof
the three vears then ended.

5. Noaudited accounts for Horace Small have been prepared in respect of any peried subsequent
to 31st December 1989,

A, ACCOUNTING POLICIES

The accounting and reporting policies of Horace Small conform to general practice within the
industry.

1. Principles of consolidation

The accompanying financial information, which has been prepared in accordance with United
Kingdom Statements of Standard Accounting Practice under the historical cost cenvention,
consotidates the accounts of Horace Small Manufacturing Company and its subsidiaries. All
intra-group transactions and balances are eliminated.

The principal subsidiaries of Horace Small Manufacturing Company are as follows:

Subsidiaries Location Activity

Mt. Pleasant Mfg. Co., Inc. Mt Picasant, Tennessec Manufacturing and distribution
{100%)

R & R {80.2%) Nashville, Tennessee Distribution

R & R has a wholly-owned subsidiary, R & R Uniforms of Florida, Inc.
All the subsidiaries have been held throughout the three vear period.

12
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D_urin,t.f- the three year period, Horace Small Alshufaciuring Com pany has acquired corain assets
of the loltowing businesses which have been. absorbed in Horace Small's existing operations;

Business Year Lacation
Virgil Lacy
Distributor ef uniforms and aceessories 1987 Alabama
J & D Unilorms, Inc,
Distributor of aniforms and accessories 1989 inois and
Michigan

Dickies Industriat Services
Distributor of uniforms and accessories 1989 Texas

2. Purchased goodwill

Purchased goodwill, arising on the acquisition ol businesses, is written ofl against retained
carnings immediately upon acquisition,

3. Deferrcd loan costs

Loan costs are capitalised within deblors and amortised on a straight-line basis over the related
repavment periods.

4, Tangible fixed assets

Tangible fixed assets are recorded at cost. Depreciation is computed on areducing balanee basis to
write ol costs over the estimated useful lives of the related assetsa the following annual rates:

Buildings and improvements 2.5—20%
Machinery and equipment 6.3—33%
Furniture and fixtures 8.0—~33%

Frechold land is not depreciated.

5. Stocks

Stocks are valued at the lower of [irst-in. first-out (FEFO) purchase cost, net of trade discounts. and
net realisable value,

6. Marketable equity securities

Marketable equity securitics are carried at the lower of cost &.r market value with market value
determined for the portlolio as a whole based on quoted closing prices asat the balance sheet date.

7. Turnover and deferred income

Turnover, which arises wholly in the U.S.A., represents the invoiced value of the goods sold.
exclusive of applicable sales taxes. if any, Advances on contract sales are recorded as deferred
income and released to turnover only when the goods are despatched.

8, Taxation

Chargesin respect of current taxation comprise Federal, State and City taxcs on the taxable profit
for the year.

Deferred taxation is provided under the liability method in respect of items accounted for in
different periods in the accounts and tax returns. Deferred tax is provided on timing dillerences
which will probably reverse, at the rates of tax likely to be in force atthe time of reversal. Deferred
tax is rot provided on timing differences which, in the opinion of the directors, will probably not
reverse,

9. Leases

Assels held under finance leases ‘are initially reported at the lesser of the present value of the
minimum lease payments or the fair value of the leascd propertiesat the heginning oftherespective
Jeasc terms, with an cquivalent liability categorised as appropriate under creditors due within or
after one year. Such assets are amortised evenly over the shorter of the related leasc terms or their
economic lives. Finance charges are allocated 1o accounting perinds over the period of the lease to
elTect constant rates of interest over the lease terms.

Rentals under operating leases are charged to expense as incurred.

13
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10, Penaion costs

Feis Horaee Sinull's genvrnt polivy 10 pawvide fin and fund pension Habititios on a guing concen
basis, on. the advice of exteroal achauies, by payments 1o independent. irusts, Inciependent
mtirial vilduations ana going coneen hasis nre canried outanmually, ‘Thesmouants eharged  the
praliz and loss accounts are caleulared (0 produce a substantinlly kv pen enlage o fho curten)
snd future payroll, Variations from regular costs aveallocawd w profisand Joss on pradent hasis
over i period not exceeding employees® average remiainingg serviee lives,

Any differgnee between xinounts ehisrged 10 e profit and Joss account and Norace Snall's
cotribntions pudd G the pension fund is shown in the baliuice sheet as a prefitid expesse or
averned expeone, as applicable. \ .

B, CONSOLIDATED PROFIT AND LOSS ACCOUNTS OF HORAGCE SMALL FOR

THE YEARS ENDED 33 ¢t DECEMBER .
Noyes 1987 1984 1989
M0 $'000 $'ow
Turnover . ] 51,307 62,072 77,036
Cost of salex _ {33,406) (42,437) (5),78%) .
Gross profit - 17001 20435 26,153
Selling, distribution and- administradive costy 2 (10,775) {11,562y (16G,189)
Ofticers' remuneration: exceptivnid 3 {380) ' (4206) (444)
other . (1,658) (1,676) (1,805)
N \j '
Operating profit ‘ 5,003 6,371 2,721
Interest expense: exceptionad $ (021 (1,644 (3,090
other . (207) {200) {200)
Investmentincome 5 ) 38 265 202

Profit on ordinery zctivities before taxation 4403 . 4,792 4,633

G
Tax on profit on ordinary activities 7 (2.007)  (1,743)  (1,736)
Profit on ord’innry sclivities nfter taxation 7 2496 - 3,049 2,097

EEsiemrhary  EZEMTTVADN AR



C. CONSOLIDATED BALANCE SHEETS OF HORACESMALL AT 31st DECEMBER

[

Fixed assets
Tangible

Current agsets

Stock

Debtors and prepaid expenses
Cash

Marketable securities

Creditors falling due within one year
Net current assets

Total assets less current liabilities
Creditors fzlling due beyond one year
Deterred taxation

Minority interest

Capital and reserves
Ordinary shares
Paid-in capital
Retained earnings

2y

15

Notes'

12

13
14

16
16

1987 1988 1989
$000  $000  $'000
2505 3,006 3,131

16,024 22,199 27,884
11,883 12,755 15,759
587 933 1,202
4,154 — —
30648 357087 44,845
(13,832) (12,034) (14,255)
18,816 23,053 30,590
21,321 26,159 33,721
(10,020) (22,891) (27,673)
(1,977)  (1,266)  {1,804)

(188) (259) (406)

9,136 1,743 3,838
87 40 40

212 212 212
8,837 1,491 3,586
9,136 1,743 ' 3,838
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D. CONSOLIDATEDSTATEMENTS OF SOURCE AND APPLICATION OF F UNL@‘

OF HORACE SMALLFOR THE YEARS ENDED 3 Ist DECEMBER

P

Cashflgws from oper.\tmg activities:

Prolit on ordinary activities after taxation

Adjusiments to reconcile o net cash uscd in nptrauuq

activities:

Depreciation ’ . o

Amortisation 3

Delerred income taxes

Gain on sae of property. plant and equipment

Loss (gain) on marketable securities |

Minority interests . I

{Increase) decrease in: A

— Debtors and prepaid expenses i

—- Stack L e

—{reditors falling due within one year (f:\cluqu movement
on long-term debt)

Other

Touwal adjustments

Net cash provided by (used in) operating activities

Cashflows used in investing activities:

Proceeds from sale ol marketable securities
Purchase of marketahle sccurities

Increase in notes receivable

Proceeds from sale of property. plant and equipment
Proceeds from sale of officer’s lile insurance policies to a fermer
shareholder

Purchase of property, plant and equipment

Fair value of assets acquired

Loan costs associated with acquisitions

Other purchase consideration

Other

Net cash provided by (used in) ir;vesting activities

Cashflows used in financing activities:
Proceeds (reduction) of shori-lerm notes
Proceeds of long-term debt

Reduction of long-term debt
Redemption of share capital

" Dividends

Net cash provided by (used in} financing activities

Increase (decrease) in cash
Cash, beginning of vear “ ,

Cash, cnd of year

HE

f
v

1

1987 1988 1GR0
$000 SO0 $°000
2396 3040 2.897
542 571 615

— 69 99

213 (710) 538
(13) — —_
999 13 (150)
@ 7 147
L2044y (0T (3,115)
1030 (6173  (2135)
2117 1853 (81)
(35) — (106)

L ATV (G280 (h205)
5115 (2231)  (1.308)
120221 602 130
(17533 (1,88) —
(58) © -

18 — —

308 - -
(339) . (534  (498)
— — (3,083
42 (1) (17)
G17) (384) —
@ .19 96
L1829 2710 (3372)
4617 (4617) —
8061 11316 653
(197  (1017)  (916)
(22.259)  (6,515) —
(319) — —
(10097) (833 5649
(3,155  (354) 969
3,742 587 233
587 233 1,202
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NOTE3TO THE CONSOLIDATED FINANCIAL STATEMENTS OF HORACE SMALL

1, -Turpoyer
Contribusions 1o group tursover, whichrose whatly e U8 A., wire us Rallowss
1987 1986 199)

$U00  $000  $000

Miunwlacturing $L130 330801  SL,010
Distribution 20,177 29021 46,928

»

51307 G2472 77,930

2. Sellhig. distribution and administrative costs
‘ 1687 1988 1989

$'000 3000 $'000

Warchouse mad delivery costs - 2088 | 2333 3,299
Selling cosin 3,122 3,042 3,778
General wnd administrative costy 5,565, 8587 9,176

10775 11962 16,188

[ SRPEENCETL  SADSITCRDENTE,  ARRMCELI N TN

% Officers’ rémummtion

Oy remuneration comprises the salarics, bonuses and henefits of Horee Small's employees

ond shurcholders who have reacised the grade of Viee Peesiclens ar aheve, The exceptional element
represeity the exvess of the actual paysents 10 0 ditecrn over the remuneration which will be
receivable presuaut fopreangemnents which will apply following the acquisition of Horace Small,
The number af epployees categorised s officers i each year wus asfollows:

1987 1980 1984

=g 18 2

N

4. Interest expense

The exceptional element represemts the interest expense atributale 1o borvowhngs incurred 1o
finsnce the acquisition of Horaee Srull™s ovwar shares as deseribd in Nowe 12, '

B, Invesimentincome
1987 1984 1989

$'000 $'000 $'000

Interest income 150 35 —_
Dividend income - 648 161 2
(L.ose)/gain on marketable securitics ' (909 {13) 150
Other ’ 149 B2 50
34 265 202

TREPFTIN

In 1987 and 1988 certain marketable securitivs were aold an a loss to provide funds for the
redemption of ecrtain sharcholders® interests,

“
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6. Profiton ordinary activities before taxati(s, ‘ i
Prolfi o orduersy aonities beloee tasation s~ ax'.lu-&;’wh,é.s‘r:‘hiﬁ;, -
T et ese
XTI SR 'S‘\'nm
Dheprseintion, a2 avl w1l
Amartsation of Joan espupses —_ it W)
Operatime lease rentals $u7r i Lh
Audnors’ remuneragion . s 133 130
Pemsion expense N 128 152 I3
Savipgs plan expense BESEON 133 158 Hi
Emplosees’ profit sharing plan expense i 50 L )
7. ‘Tax on profit on ordinary activities
1987 1488 JuRy
£ ELLE) YUY
Current tax:
Federal 1.532 2453 88)
State 262 U 313
1.794 2,453 1w
Deferred 1as 23 LT add
Tertal 2.7 1,743 1730
8. Tangible fixed assets
1488 14984
Cost: (1T I ]
Lund : 24 N
Buildine and teasehold improvemenia 147 LA
Praperny héld under finance leases S 1.H14 1A1D
Furniture and fistures INES: 1 A3
Maehinery and equipment 3447 3460
7.978 Bt
Accunulated depreciation (49721 13580
Nethook value 3404 313
9. Stock
1988 1949
$000 £000 -
Finished goods 16.105 23,198
Work in progress 1.836 1197
Raw materials 4,258 3.508
22,199 27884




10.  Debtors and prepaid expenses

1988 1989

000 $7000

Trade debtors 11,939 14,4498
Clash surrender value ol key man life insurance policies 105 103
Prepaid expenses 65 16+
Taxation receivable —_— 544
Deferred loan costs ” 440 416
Qther receivables 8l 32
Note receivable 75 —_
12,7355 15,750

The deferred foan costs, which largely arose i 1988, are heing amortised on a straight-line basis
over the period of the loan, Tt is, however, intended (hat. following the proposed acquisition of
Horace Small by Amercoeur, the loan will be repaid from the proceeds of the Rights lssue and the
Subscription. The balance of deferred loan costs will accordingly be written ofl1o the profitand loss
account on the date of the Acquisition.

11, Creditors falling due within one year
1988 1989

§000 $°000

Trade creditors 4,939 4,953
Current portion of long-term debt 927 1,843
Accrued expenses 1,457 2,243
Payables 1o pension and profit-sharing wrust 148 254
Taxes accrued and withheld 64 132
Federal and state corporate waxes pavable 364 160
Delerred income 3,873 3,047
Delerred purchase consideration 260 1,603

12.034 14,235

12, Creditors falling due beyond one year
1988 . 1989

$000 $000
Bank horrowings:

notes pavahle 12,581 10,771
revolving credii line 6,270 12,805
Noles payable—subordinated 3,520 3,520
Obligation under finance leases 252 260

22623 27,35
Deferred purchase consideration 264 3

22,891 27,673

(i) Bank borrowings

The bank borrowings are pursuant t a loan agreement entered inwo in 1988 with Third National
Baunk in Nashville, Tennessee and Kleinwort Benson Limited in London, England. The loans were
to provide Jong-term financing for the purchase of Horaer Small's own shares (which replaced
substantially all short-term hank loans entered intoin 1987 10 finance the purchase of the shares),
lo finance the acquisition of other businesses. to consolidate other debts and provide for other
corporate purposes. The agreement provides for 4 maximum of $27 million credit facility,
consisting oft (i) a maximum 311 million revolving ceedit hne, plus an additional $3 million
seasonal revolving credit line at specified times under cerain specified conditions, expiring on
3151 December 1992, and (ii) a $13 million senior secured loan. which requires monthly interest
piayments and quarterly principal payments; until 20th Devember 19935, '
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The loan agreement has been amended 1o provide for an additional $2.5 million temporary erediy
faciling, This wmporary adelitional facility expires on 29th June 1990 aad no amounts were
cutstanding at 316 December 19849, The average momhly oustanding balinee of this fine wtalled
$794,000 fhor 1980, ‘

The borrowings under the loan agreement are secured on Horace Smadl's assets, In additon, the
agreememt places cortain restrictions on dividends ancl capital expenditure and requires
maintenance of certain minimum ratios and balanees relating 1o Horaee Small’s working capital
and net worth. a

(iiy Notes pmyable—subordinaed

In 1988, Horace Small Manufacturing Company redeemied o portion of the outstanding claws B
nonsvoting ordinary shares for 86,508,000 cash plus notes payable tolling 83.520.000. pavablein
quarterhy instalments. of interest onh. at the rawe of 9.6% per annum until maturity on
Fath January 19968=2000. The notes are subordinme w Horace Small Manufacwring Compan s
obligaiians under the loan agreement,

Long-term debt iexcluding amouns due within one vear which are shown in nate 11 above) ar
31st Decomber 198Y is repuvable as foHows:

Year Ended 31st December $:000

1991 2,070

1992 3873

1993 5735

1994 5736
1945 and thereafier 9,942 ‘

27.356

]

13. Deferred taxation

The deferred taxation halance comprises the tasation effects of timing differences caleulatedatthe
tax rates expected toapply in the anticipated years of reversal and is analvsed as lollows:

1988 1984

$°600 $°000

LIFO stock valuation for tax purpaoses 1,298 1.934
Other current assets and liabilies (231) (1.050)
Fixed assets 199 920

1,266 1.804

The movement on the deferred taxation account represents the delerred tax charge or creditin
each vear (note 7). There is no unprovided potential deferred taxation.

14. Minority interest

Minority interest represents the minority sharcholders' proportionate interest in the book values of
the majority-owned subsidiary, The minority interestin the net income/(loss) of this subsidiary is

charged/(credited) 10 otherinvestmentincome and was as follows: )
1987 1988 1989
: $°000 $°000  S'000
Minority interestin net income/(lass) {2) 71 147

STAECNOENET= EERERCTREERS O o

15. Investment in subsidiaries
Cost of Investment

315t December 1989 Percentage Incorporated
Subsidiary : $'000 Cuned and localed in
Mu. Pleasant Mig. Co.. Inc, 286 100% Tennessee, USA
R&R 1,870 80.2% Tennessee, USA

The minority interest inR & R is 10 he acquired by Doug Small whowill give it to Horace Small
immediately prior to Completion.

20
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16. Capital and reserves

The following is 1 summary of capital and reserves for the three years ending 3 1st December 1989

BALANCE 1 JANUARY
1047

Net prodiclor the year

Common stock redeemed
and retived-an cost

BALANCE 31 DECEMBER
1987

Netprodicfor the year

Commeon stock redeemed
and retired-it cost

Purchased gooduwill
BALANCE 31 DECEMBER
1984

Net profit for the year
Purchased goodwill

BALANCE 31 DECEMBER
1989

Oredinary Shaae Capital

Clasy A Clw B Additional
Awenenit Newnber Anmunt Paid-in Retuined
Number Puitd-up Paidaip Capitel  Eamings
SO SN0 SO0k 000
1,326 LRI KR TTENGC) 134 12 28,635
— —_ —_— — —_— 24405
(663) (6) (5907 .500) (59} - {22,144
663 7 B.008,500 80 212 8.857
- —— -— —_ —_ 3,044
—_ —  {+.60+.875) (+7) —_ (9,088
_— —_ — —_ —_ {407}
663 7 3.543.625 33 92 1,491
— — — —_ — 2,897
— — — — —_ (8002}
663 7 3.5343.625 33 22 3580

17. Commitments and contingencies

(2) Operating Leases

Horace Small operates certain distribution centres and certain otherassets under non-cancellable
operating lease agreements which expire at various dates, :

Future minimum lease payments under non-cancellable operating leases are as follows:

Year Ended 3151 December $'000

1990 917
1991 697
1992 ~ 558
1993 344
1994 285
Therealter 69

2,870

{b) Major Contracts with Cuslomers

Horace Small Manufacturing Company {through its subsidiary, R & R} supplies uniforms and
accessories under major contracts with five US Federal agencies and Federal Express Corporation,

The US Government contracts expire between Sepiember 1993 and September 1994, These
contracts typically cover a term of five years, conditional on annual rencwal within the five year

period.

Under one contract it is provided that three US Government agencies will provide for advances
from the government in the amount 0of80% of the costoliny entory purchased on their hehall. The
advances are applied against the agencies’ respective recen able accounts for approximately 70%
of applicable sales. I7a contractis not rencewed at the end ul contract period, any remaining stock
applicable to the contract will be purchased by the auenas

The contract with Federal Express Corporation is for 4 threess ear period ending 31st December
1990, and provides for two one-year renewal options i expsrationaalmutually agreed upon,

2]
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{¢} Contingencices

Horace Small has heen natificd by its nutside legal counsel thae it could be subject teapplicabile
penalty provisions of the Intermal Revenue Code tomlling approximately S150000 for i
madvertent failure in certain years 10 comply with reporting requirements pertaining o the
Heahh, Lifeand Accidental Death and Dismemberment Planof R & R, Management helieves that
the compliance deficiencies have now been correcied ancd that no significant penadies will e
assessed, Accordingly. no provision for any such Hability, has beew made in the financial
strtemetits, o

18. Pension, savings and employee profit sharing plans

Horice Small operates o defined henelil. non-contributory pension scheme for eligible employ ces

of Horace Small Manufactaring Company and M. Pleasant Mie, Co.. Inc.. based on fimul

pensionable pay. The assets of the scheme are held separately from those of Horace Small.

Contributions to the seheme are charged to the profitand Joss account so as 'to spread the cust of
pensions over emplovees’ working lives with the com pany, The contributions are determined by a

qualified US actuary on the hasis of annual valuations, The last valuatioh assumed that the long
term rate of returny on agsets would be 7.5% per annem and (hat salary increases would average

6.3% per ansun,

The most recent US actvarial valuation showed that the value of the fund assets represented 96%,
of the benefits that had acerued 10 members, The deficiency will he eliminated at the curreny
employer's contributicn rate and has been provided for in full at 3ist December.1 989,

Horace Small also operates savings plans for employeesolHorace Small Manufaciuring Company

and M. Pleasant Mfg. Co.. Inc.. Horace Small contributes amounts equivalent 1o half of the
empioyees” basic contributions. 10 a maximum of 3% of covered wages. "\

R & R spansors an employees® profit sharing plan covering employees who meet certain service
requirements, o

Rorace Small's contributions 1o these plans are analysed in Note 6 ahove.

Yours faithfully, 4 . : ; .

ARTHUR ANDERSEN & Co.

e
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‘form the Amercorur Group, During the period under review. there have been a number of

PART 1l

'

Accountants' Reporton Ame;coeu:j

Price Waterhouse ¥

The Direciars, Southwark T eps,
Amercocur Energy PLC, 32 Lendon Bridge Street,
40 George Streel, i ! London.
Lounden, SE| 98Y
WIH 3RE ‘ //"
. L
/e
and
The Direclors, 10th April 18490

Smith New Court Corporate Finance Limited.
Chetwynd House, ’
24 St Swithins Lane,

London. :

ECAN 8AL

Dear Sirs, ) R
. EY

We have audited the financialstatements of Amercoeu Energy PLC and its subsidiaries “the

. v e ; b f

Amercoeur Group Tir the tigheen munths ended 31 si Decermber 987 and the two years ended
3st Decemlion 1984 5THE financial informution set o below has been prepared Irom these
financial statements tow hich no adjusimentsare considered necessary. Qurwork has heen carried
out in accordance with the Auditing Guideline *Prospeciuses and the Reporting Accountant™.

On 11h June 1987 Amercocur Energy PLC tlormerly Dacia Peiroleum PLCY acquired the whale
of the issued share capital of Amercoeur Limited. The acquisition was accounted for asa merger 1o

‘acquisitions and disposals of subsidiaries, Additionally, during 1989 the assets and businesses of
three subsidiaries were dispused of, Details of these movements are shown in note 2. Encrcol
Energy Sysiems Limited has been disposed of in March 199¢ for approximately £3.000, nev of
expenses. The Group currently consists of the holding company Amergocur Enerey PLC. the
trading subsidiary Pinetrees {CGoal Miningl Company Limited and seven non-irading compunies
i the Current Amercoeur Group™), ‘

In our opinion the financial information set out below givesa true and fair view of the results and
source and application of unds of the Amercoeur Group for each of the periods stated and of the
state ol afTuirs of the Amercoeur Group at the daies stated.

Noa financial siatemeats have been made up and audited for any period subsequent to 31s1
December 1989 and no dividends have been declared or paid subsequent 10 3ist December 1984,

=
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Consolidated Profit and Loss Accounts of the Amercoeur Group

Turnover
Cost ol sales

Gross profit/(loss)

Disuibution costs and adminisirative
expenses

Other operating ¢harges 7

Operating profit ‘(loss) before
exceptional item

. Exceptional item

87

o

‘2 {\perating profit‘(loss) after
exceptional item
Interest redeivable and similar income
Interest pusable and similar charges
Share of related company loss

Profit‘(loss) on ordinary activities
before taxation

Tas on proht tlossyon ordinary activities

Profit’(loss) on ordinary activities after

taxation
Mmority inrerest
Extiaordinary itens

Profit‘(loss) for the financial period

E.arningsffloss) per share

e
/’/

Notes

0

-1

2

Period ended A1t Devanbe

18 munthe 12 nunsths

T
£
.280

7

T
1 38

3

(R
Vi
i.442

R

—

3h

1630)

(581
BIAN

(684 1

{641

(3.9494)

4.7049)
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Consolidated Balance Sheets of the Amercoeur Group
Tl comsalidated balance sheets ol the Amercoeur Gra e an Hhe dates stated areas bodlos

Alst Devembier 31st Decemben 310 Devemlba

1R |iies Jugh
Noars £t £ L
Fixed assets -
Tannihle assels 0 4030 T i
v estmenis 11 n2 12 —
4,000 48 e
- —
Current assets ‘-
Stachs "12 o 357 ' 168 -—
Dehtors 13 302 W 25
Cash a1 bank and in hand 413 613 T4
1,072 a8 . 4y
Creditors 4
AmountyTalling due within one vear 14 (730} (.24 (150,
Net current assets/(liabilities) - 337 4 tih
Total assets less current liabilities ' 1.007 i1l &t
Creditors :
Amoants alling due alter more than one
ey R 1o (e -
Deferred Government Grants Ju {338, — —
N ‘ 4.503 iRLE Bh
p— = r————
Representing:
Capital and Reserves
Called up share capital i 14 1143 1,474 1.974
Share premiom aceount : 14 2,735 2744 2744
Other reserves an 676 —_ —
Pratit and loss accoum 9] {7 (4.0861 14.632,
4.475 632 B0
Minority interests 28 7 —_
4,303 639 Bt
EETERECE




Consolidated Statement of Source and Application of Funds of the Amercoeur Group

The comalidated statements ol souree and application of funcs of the Amwerceens Groop s

e pertads ended S st December T95S e as Jallonas

18 nwmilis

vncled
Jist Decemtun
(R
IS
Results of Operations
Prain doss. betore tanation, afier minuriny
interests 113
Adjustment for items not involving
movement of funds
Depreciation 254
Amurtisition ol government grants {6
Cther ftems tnets 26
326
f . "}
Funds from other sources
Net praceeds from issues of shares 3.337
Deterred gea ernment erants 135
Increasein ereditons due afier more than ene vear —
Proceeds on disposal of lixed assets R
Proceeds om disposal of iy estmenis 3
Proceeds on disposal of sulnidiaries —
4,040
Application of Funds
Extraerdinary ftem fosses af subsidiariea up 1o
dute dil dispesal of Husinesses —
Addituns o tangible assets 13,407
Decrvidse in bank loans and other ereditors due
alier meare than one year 139
Purchase of subsidiarics —
iher items {31
214
. o=
Increase/(Decrease) in working capital
Inereasefidecrease s in stock 257
Inerease ideerease in debors . 205
tIncreaser/decrease in creditors ~ {326
o 136
Movement in netliquid funds:
Increase/{decrease) in cash and bank balances 24
Docrease/tinerease) in short term loans and
overdralts ‘ 58
218
MmN

Year endieed
St Decemileen
fushy

Lo

{5Hn

(1504

rh

134
IECETETCET

tin
(14
230

Year enehio]
st Decemibg
o

Lt

{2y

£

130

{293,

{1633
(17
354

19

(33

| Ju )

w
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Notes Forming Pan of the kinanuial Informauuvi vis ur Group

1. Accounting Policies
The principal . eounting pubcies of the Amereoeur Group. which hase heenapplicd consi-aenth
tnauahout the three perods ended 3 Tse December T80, are as Tullows:

Jicunnting conendion
The Imancial information has been prepaned under Uw historios costeons entjon,

Bavis o} caalidalinn

TFhe fnancial information is o consolidation of the financial statements of the Compam and i
subsidiaries escepton those where disposal is ex pected s, all ol wiich prepare linancial statemenis
w 31st December. The resuhis of subsidiaries are included from the dates of acquisition, excep
where merger accounting principles are used. with any difference between the consideration and
the value attributable w the net 1angible assets at the date of acquisition being taken directhy
reserves, For acquisitions treated as mergers, amy differences between the nominal value of the
shares issued and the nominal value of the shares of the company acquired is taken directhy 10
resen es.

Tangible fined assets

Tangible fixed assets are stated at cost less depreciation and include mine developmen
expenditure which consists of all expenses and overheads incurred in the preparation and
development of mines for production. All direct costs relating to mine develapment are capitalised,
Or erheads are capitalised where an abnormal concentration of management and professionl
costaare incurred on mine des elopment,

Deplctiens and defi iation

The cost of the mines und the expenditure capitalised 0 bring them inie praductiot is written ollin
the proportion that the sonnage extracted bears to the total remaining estimated recoy erable
reserves as determined by independent assessment. Capitalised mine expendivure is fully writien
oft whertin the opinion of the direciors it has no valae,

Othey tanaible foved avets .
Other tangible bxed assets are depreciated on a straight line hasis soas wwriteofl their coxtover
their estimated useful lives as fullows:

Frechold buildings 25 vears
Plant and equipmen 4-8rears
Manor vehiclea 4 vears

Nu depreciation is charged on frechold land.

Additional depreciation is provided where, in the opinion of the Directors. the net realisable value
of fixed assets has fallen below their book value.

Gozernmient granfs

Capital grunts received in respect of capital expenditure on fixed asseis are credited 1o the profin
and luss accoumt by instalments calculated at the same rates as the depreciation on the asseis o
which the grants relate,

Revenue grants are credited 1o the profit and loss account as received.

N

Leasing {ransactions

Finance leases have been capitalised and included in the batance sheet under tangible assets and
the related obligations shown under credilors. Where grant aided assets are leased the amounts
capitalised have been restricted 10 the minimum lease payments. ;

Payments made under operating leases are charged to the profit and toss account.

Investments
Listed investments are stated at the lower of cost and market value. Profits and losses on disposal
and provisions against cost are dealt with in the profitand loss account.

Unlisted investments which are held as long-term investments are stated at cost unless. in the
opinion of the Directors, there has heen a permanent impairmentin their values, Profits and lusses
on disposal and provisions against cost are dealt within the prefit and loss account.

27
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T Do iation
The Amercaem Group provides for deferred tavation, w ke avount ol g dillsienes
between the treatment ol certain items fon aecounting purposes and then treatment b dasaten
purprises, on the Juhiby method, Deferied wsation is onh provided Jor where s habihe, w
comsidered hhely toarise inihe oreseeable Juure ‘

.Slmln Iy

i i
Stuchs are stated at the Jower vl costand npt readisablecaluc, I respreet obminerals, costan Liedes
all direet vosts in bninging the mineral sioek 1o its present loeation and condition. Only poanes als
renua ed from the mines and transported 1w stocking arcas are treated as stock,

Fuoreion enrencies

Assets and liabilities denominated in forcign currencies are expressed in sterling at rates ol
exchange ruling at (he balance sheet date. Realised and unrealised exchange differences are deals

with in the profit and loss account, with the exception of the mevernents on the transhiion of the

accounts ol loreion subsidiaries and branches which are taken dirscth toreserves.

2. Amercoeur Group ) :
During the three periuds under review the folliwing changss in the composition of the Amercocur
Group have saken place; . ‘
23rd December 1986 Acquisition of the whole of the issued share capital of Pinetrees tCul
Miningy Company Limited.
Buh July 1987 Acquisition of 31 per cent. of the issued share capiwl of Enercol
’ Energv Systems Limiied.
Pl November 1987 Acquilition of the anthracite processing facilitn 1o be operated In
Amercocur Anthraciie Limitwed,

Ldth April 1984 - Acquisition of 1he whole of the issued share capital of Webbern
Limited. : )

Hth My 1438 Acquisition of the whole of the issued share capitad of Welsh Dragon
Cioal Limited.

P Ocueher 1985 Disposal of the Amercovur Group's shaveholdings in Amercocur

Limited. Peatlogs  Limited.  Amercocur Energy  Limiwd. and
Welhberat Limited. -

30at Muy Jugy Disposal of the assets of. and business carried an by, Amgreocur
Anthracite Limiwed. B

Bth June 1454 Disposat! of the assets oft and husiness carried on by, Brym_'.la,s‘l.\lininu
Limited. '

231d June 1984 Disposal af the assets of, and business carried on by, Welsh Dragon

Cioa! Limited. .

The Amercoeur Group consist of Amercoeur Energy PLC. Pinetrees (Coal Mining) Compum
Limited and seven non-tradine companies. The shareholdingin Enercol Energy Systems Limited
wasd.spised of in March 1990 and is therelore included asa current asserat 31st December 188t at
a nominal value,

The Company is currently in negotiations for the salé of the assets of Pinetrees. its onhy remainine
aperating subsidiary. : ‘ )

3. Turnover ,
Turnaver represenis almaost entirely sales of anthracite and peat products. net of VAT wUR

customers, as lollows:
Periods ended 315t December

18 months 12 manths 12 months
1987 1988 1984
£'000 £000 \ Lo
Current Amercoeur Group

- Anthracite R 456 127 181
Other , 4 5 |

Divested businesses and subsidiaries . .
Anthraciie 601 1,210 —
Peat 201 —_— —_
Other 8 —_— —_
1.280 1.342 182
nmmmrst EC—T R



o
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4, Exceptionalltem

The mild winter of 14937 88, coupled withthe inereas intheas afdabiliv of impurted coal led el

temperary shur dowan of mines at Brynglas and Puetrees from May o Novembey 1055 ([
exveplional item represents e costs asyociatee width thas shut dessi, swhidh ane

\.‘.lll
vaded
Tt Devenilnn
lgin
It
Redundaney pas 17
Natice and holidas pa G
Other close down costs 2
o i“a
—_——
5. Profit/(loss) on ordinary activities before taxation

The profu tlossr on ordinary activities before taxation is stated afier charging/{credhting:

Period ended Slst December
18 monihs 12 monthy 12 manths
- 1987 1988 1489
- £'000 £000 £uu
Audit lees 31 2 10
Direciors” emalumenis 84 42 2%
Deprecistion ‘ ‘ - . M4 144 i
Hire of plant and muchanery - ‘ 70 3 —
Finance leasing churges 51 2 —
Lease renmtals receivable 7 C— —
Amortisation of delerred government grants 69)° .- —
Overheads capitalised 10 mine develupment (371 (23% —

The profit'tloss. on ordinany acivities before taxation is allocated between, the Current Amer-
cueur Group and the divested businesses and subsidiaries as, fuilows: v

Periad ended 3ist Decembur

) ‘ 18 months 13 months 12 months
« : 1987 =0 1988 1984
S £ £0U0 £oun
Current Amercoeur Group v 100 (348 (26
Divested businesses and subsidiaries 13 (38N —_
iy ' i o
13 (730 126%
,/‘«‘ ' | IR | T
o .

Period ended 315t December
18 months 12 months 12 months
1987 1988 19849
£000 £000 £'000
Average number of employees 98 56 24
ETCECE TR - ——1

6. Tax on profit on ordinary activities
The tax credil in 1987 represents the release of deferred tax.

29
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7, Extraordinary ltems

The entraordinrs Juss it the sear ended 31st December 1988 relates wo the follow e neus

Loss on disposal of the peat operation,

Write=down of contl divisiem assets o estimated net sales value

Other items onet

Lok
IR
(20

t};
WAL
BASTATRES

The extraordinars fss in the yvear ended 31st December 1989 relates e the fallow ing fems:

Trading losses of subsidiaries for the period from the decision being 1aken tosell. to

the date of disposal of. their businesses
Writr down of fixed assets 1o net sales vajue
*Nrite down of imy estments

No taxation arises on the extraordinary items.

8. Eamings/(loss) per share

. . - : Vs
The caleulaton of carnings tloss) per share is based upan

£0un

{202y
167
(12

128

f-———— =]

= : y . Ca
the profit ‘i loss ) oy ordinary activities

after 1axation and minority interest for each period and on the weighted ‘average number of

ordinary shues in issue during that period,

9, Dividends

No dividends hay ¢ been declared or paid during the three periods ended 315t December 198Y,

10. Tangible Assets

Cost

Frechold land and huildings

Mines

Plant. equipment and motor vehicles

Y
Depreciation
Freehold land and buildings
Mines

Plant, equipment and motor vehicles

5
n

Ncr‘\book amounts

Assets held under finance leases included in the
above A

Depreciation charged on assets under finance
leases during period
30

G

v

a1 e Ev e R ap———inr 3 TR ———T=
o , ;
A [

1987
£'ou

766
2,397
1.879

5.042

1987
£1000

11
163
230
404

v —

4.638

389

51

1488
£

694
1194
984

1984
£7000

262
1.194
630

2,086

786

= s e s i Cv e e
] . [ v o Py o
i N A o ! "\ . -
. - S T ~ N a

jugh
Lugn

1984
LOu0

4
\\\\5
32},
121°
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11. Investments

s
// (EHn Jaln
- LK L
v
Cost e
Shiares in fisted companies - 1T )2
Shares in unlisted compranies 54 iy
6B i
Provision
Shares in listed companies : —_ —
Shares in unlisted companies 46 58
46 38
Net book amounts 22 32
12, Stock
Stock is mainh represented by goods held for resale.
13. Debtors
1487 1968
{000 £ 0
Amounis falling due within anc year: ,
Trade dehors . 131 LY
Amounts owed by related companies 10 —_
Prepavments and accrued income. 249 _—
Ouher debiors ‘ 132 45
302 20}
f—— =
14. Creditors: Amounts falling due within one year
1987 1988
£70UG £7000
Bauk laans and overdrafts 51 402
Trade creditors 312 208
Hire purchase abligations 84 10
Obligations under finance leases 8] —_
Other creditors, including tax and social security 204 404
735 1.024
I LT
15. Creditors: Amounts fallitig due after more than on¢ year
1987 1938
£'000 £000
Bank loan 8 107
Obligations under finance leases and hire
purchase agreements 158 10
166 117
E -

31
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16. Deferred Government Grants =

R

o

Perind ended 3191 Detemitn g

18 munt 12 mamhe Jmontde

|6g; I itits Lo

NI £t L'

At beginning o period - 328 -
Grants received 1.4 - -
Amaortisation e — —
Eliminared through company disposal — 328 -
At end ol period 324 - -—
j == p-=- = L

17. Deferred Tax

There was no potential liabiliny 1o deferred 1ax at 31 st December 1987, 1988 or 1289,

18. Called up Share Capital

Authorised
Ordinary shares of 1{p
Ordinan shares of W 1p

Issued and fully paid ordinars shares 10p

1987 1944 1984
£000 £0u £7000
1.400 2.800 1,974

—_ — 826

1.400 2800 ]

1143 1,974 R
E--= —= =] E - — ] RIS

During the period the following changes inshare capiial occurred:

lst June 1987

Hih June 1967

16th June 987

13th November 1987

1th March 1988
T4th April 1988

215t December 1988

730,000 deferred shares of 10p were converted inta 750,000 ardinan
shares ol 10p.

3.930.000 ordinary shares of 10p were issued and credited as fully
paid as consideration for the whole of the issucd share capinl of
Amercoeur Limied. This acquisition was accounted for as a merger
with 24004000 shares being treated as issued on 13th Sepiember
198G. Additionalhy 1.173.3300rdinary shares of 10p each’ were issued
and credited as fully paid in seulement of loans owed by the
Amercoeur Group.

4,250,000t ordinary shares of |0p cach were issued at G3p by way of 4

private placing raising £2.43 million nevof expenses.

253.164 ordinary shares of 10p each wereissuedat 39.3p and credited
as fullh paid as part of the consideration for the purchase of the
anthracite processing facility.

347.222 ordinary shares of 10p ecach were issued at 36p as part
consideration (or Welsh Dragon Coal Lad.

67.425 ordinary shares of 10p each were issued at 33p as
consideration for Webbera1 lad,

7.894.094 ordinary shares of 10p each were issued at par under a
Rights Issue.

During the period the Company operated a Share Option Scheme which related 1o the ordinary
shares of the Company. Since 31st December 1989 all options under the Scheme have been

cancelled.

19. Share Premium Account

Share premium

1587 1988 1389
£0600 £°000 £000
2,735 2,744 2,744

E MR RN

The movement on share premiurn relates 1o 1ssues of shares noted above, net of expenses. .

K



20. Other reserves

Atheginnine of period

Meraer adjustment

Guadwill on acquisition of Enercol Encres
Systems Limited

Merger resene realised on dispasal

At end of period

21. Profit and Loss Account

At heginning of period

Result fur the period

Merger reserve realised on disposal
Unrealised exchange movement

At end of perind

22, Post Balance Sheet Events

. Peried ended 3151 [recemibn

18 menths 12 months 17 el
1487 1984 JITAL
£o0a [NIT]] LR
72 b7u —_

427 —

{23} 23
—_ (649 —
676 : — —

[ .

Period ended 3]st December

18 months 13months 12 montha
1987 1988 1984
£'000 BN £gug

{I83) (793 (4.080,
124 (4,709 (530,
—_— 699 —_
(20, 3 4
179 14081 (4,032,

Subsequent 1a 318t December 1989 the Company had arights issucof one ordinary share althlp 1o
qualifving holders of each ordinary share of Hip: at a price of 2p per share, The procecds ol the
rights issued and fulh taken up were £384.700 less expenses of £37.375. The rights issue was 1o
provide funds 1o eneble the Amercaeur Group to investigate various potential acquisitkons,

The Company is curremly in negotiations for the dispasal of the assets of Pinetrees, its only

remaining operating subsidiary,

Yours faithfully,

PRICE WATERHOUSE
Chartered Atcountants

0
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PART 1V

Pro Forma Statement of Net Assets of the Enlarged Group

The following pro forma statement of combined net assets is provided for illustrative purposes only.
It is based on the audited consolidated balance sheet of Horace Smail as at 81st December 1989,
as set out in the Accountants' Report included as Part 11, arid the audited consolidated balance sheet
of Amercoeur as at 31st Decernber 1989, as set outin the Accountants’ Report included as Pan 1.
The following adjustments have been made in order 10 record: .

1. the cash proceeds of the share issues — £894,000, less expenses of {37,575, in January 1990,
— 157,900,000, less expenses in relation to the Acquisition,
Rights Isue and Subscription of £1,700.000 payable
by the Company and other fees of £293,000(5475,000)
payable by Horace Smuail.

2. the Acquisition for a cash consideraton comprising $14.75 million in respect of all of the
outstanding common stock of Horace Small and $13.5 million in respect of a Non-Competition
agreement with Doug Small, equivalent to £17,438,000 in aggregate.

3. the repayment of bank debt in Horace Small amounting to £15,691,000 (§25.419,000) as at
31st Decemnber 1989, the related write off of the deferred loan costs of £257,000 ($416,000) and
the repayment of loan notes amounting to £2,173,000 ($5,520,000) as at 315t Decembes 1989,

4. the acquisition by Doug Small, and gift by him to Horace Small, of the minority interest of R
& R amounting to £251.000 (5406.000) at 31st December, 1989,

Horace Small Amercoeur Adjustments  Pro forma
$'000 £000 £000 £000 £'000
Fixed assets 5.131 1.98% 157 - 2.090
Current assets ,
Stock 27.884 17,212 — - 17.212
Debtors 15,759 9,728 25 (257) 9.496
Cash . 1.202 742 74 . 958 1,714
144,845 27,682 99 701 28,482
Creditors due within g
one year (14.255) (8,79%) {170) 1,138 (7,881)
Net current assets : $0.590 18,883 (71} 1,839 20.651
Creditors due beyond
one year (27.673) {17,082) — 16,726 (356)
Deferred taxation {1.804) (1.114) - - (1,114)
Minority interest (405) {251) - 251 -
Net assets 5,838 2,369 . 86 18,816 21.27]

|

Notes.
{if No account has been taken of the trading results of Amercoeur or Horace Small since 313t December 1989,

{it) The Conlinuing Drrectoss have yel to decide upun the fair walues of the net assets acquered. Accordrngly, the above
pro forma does not take account of any revalution or goodutl! which may arie.

(i) An exchange rate of $1.62 = L1 has been used in the preparation of thes siatement

34
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PART V .

Principal Terms of the Acquisition and Subscription

1. The Acquisition

{a) The Acquisition Agreement was entered into between Horace Small, Doug Small. the Company
and MIM Limited and dated as of 17th January 1990 wher¢hy Doug Small agreed tosell, and the
Company agreed 4o purchase, all the common stock of Horace Small in issue. The Acquisition may
be effected through an intermediate holding company formed for that purpose. to which Amercoeur’s
rights under the Acquisition Agreement may be assigned.

{b} The total sum payable in cash on Completion by Amercoeur was $58.25 million, of which:

— $14.75 million was the consideration for thé purchase of all the issued and outstanding common
stock of Horace Small:

-~ $18.5 million was to be paid to Doug Small on Completion pursuant to the Non.Competition
Agreement referred to below; and

—  $30 million was to be applied by way of capit2] contribution or loan to Horace Small to enable
it to repay substantially all of its existing bank and certain other indebiedness, The Acquisition
Agreement provided chat the indebtedness of Horace Small a1 Completion was not to be more
than $31,832,000,

(¢) The conditions of the Acquisition Agreernent comprised fnter alia:

(i) Arthur Andersen & Co. having completed a “long form" accountants’ report and due diligence
review of Horace Small and the results of such a report and review being satisfactory in form
and substance to the Company, in good faith on the exercise of its sole discretion;

(i) the approval of the Amercoeur shareholders of the Acquisition by the passing of Resolution No.
1 set out in the Notice of the EGM;

(iii) the adoption of the US Stock Option Plan pursuant to the passing of Resolution No, 1 set ow
in the Notice of the EGM; and

(iv) the obtaining of 2} requisite third party and govermumental consents and approvais which the
Directors consider include the approval of the Council of The Stock Exchange to the admission
of 2]l the Consolidated Shares and the New Ordinary Shares to the Official List of The Stock
Exchange.

Condition (i) has now been satisfied.

(d) Representations, warranties, covenants and indemnnities on the part of Doug Srmall were given
to the Company but liability thereunder was limited to an aggregate of §16,25 million. Undertakings
were given by Doug Small and the Company relating to the conduct of the business prior to Completion.

(¢) Irvin Smal, as a former shareholder of Horace Small, agreed to give tothe Company the warranties,
representations, covenanis and indemnities contained in the Acquisition Agreement, liability under
which was limited 1o an aggregate of $12 million.

() The Acquisition Agreement contained, fnter alfa, the following further provisions:

(i) the Company agreed to permit Doug Small andup to 14 senior executives of Horace Small (who
are "accredited investors” for the purposes of US securities 1aws) to purchase New Ordinary Shares
at the Rights Issue price for an aggregate value of up to $5 million and Doug Small undertook
to purchase New Ordinary Sharcs to the value of not less than $1 million;

(i) the Company agreed, that, at Completion, senior management of Horace Small would be granted
options to subscribe for ordinary shares of 5p cach in the Company representing 5 per cent, of
the eniarged issued share capital of the Company following the Rights Issue and Subscription.
at the Rights lssue price. This will be effected pursuant to the US Stock Option Plan:

(iii) the Company and Doug Small agreed that at Completion Doug Small would enter into an
Employment Agreement between Horace Small, the Company and himself as President, Chief
Executive Officer and Director of Horace Small and a Director of the Cornpany for a period
terminating on the earlier of 30th May 1997 or his death or disability a1 2 base salary of $400,000
per annum. Doug Small was also to receive asuper bonus equal to 20 per cent. of the consolidated
profits before tax of Horace Small for the year ended 31st December 1990 (payable no later
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(vi)

than 1st July 1991) with adjustments for write off of goodwill, expsnses of the Acquisition, bonus
payments and distributions and other specified adjustrnents and the second payment tobemade
no later than 1st July 1992 and equal to 25 per cent. of the consolidated profits before tax of
Horace Small for the year ending 31st December 1991 (adjusted as aforesaid). In addition, Doug
Small is to be provided with various benefits available to Executive Directors of Horace Small,
The Company has undertaken to guarantes the performance of Horace Small under the
Employment Agreement and to elect Doug Srmall; Irvin Sinall, Dick Vacek and Robert Gates
as Directors of Horace Small and to use its best efforts to cause them to be elected Directors
of the Company;

Doug Small undertook that, by Completion, he would have acquired the outstanding minority
interest in Horace Small's subsidiary, R & R, at his own expense, and given it to Horace $Small
and that he would have acquired the remaining shares of the common stock ¢f Horace Small
which he did not already own;

Horace Small agreed to pay a fee to SunTrust Corporaze Finance, its financial adviser, and the
Company zgreed to pay the fees of Samuel Montaga Inc., the Company's adviser;

MIM Limited, on behalf of clients, undertook for no consideration and subject to all the conditions
being satisfied, to procure that the Company had sufficient funds to complete the Acquisition
Agreement and to vote in favour of the resolution to approve the Acquisition;

(vii) the Comnpany agreed to limit distributions in relation to each financial year of the Company

{rom Horace Small 10 the Company to not more than 25 per cént. of the profits after tax of
Horace Small or, to the extent that any payments were deductible against tax on profits of Horace
Small, 25 per cent. of the profits before tax, afier adding back tax deductions auributable to
non-compete payments pursuant to the Non-Competition Agreement between the Company and
Deug Small;

(vili)the Company agreed to enter into the Non-Cc;mpeti:ion Agreement by which it was to pay to

(ix)

2.

Doug Small $15.5 million, in consideration for an underzaking on the part of Doug Small not
to compete with the Company for a period of five years from Completion;

the Company agreed to enter into a Bontus Pocl Agreement with Horace Small, Richard Vacek,
Doug Smalt and Robert Gates in order to provide certain long term incentives to employses of
Horace Small and its subsidiaries. Employees were to be nominated by the Board of Horace Smuall
in its discretion and the banus pool would be deterrnined on the basis of one fifth of Base Profits
less $55 million, but in any event the bonus pool was not to exceed $12 million, The Base Profits
are based on the aggregate of the consolidated profits before tax (subject to certain adjusemenits)
of Horace Small for the periods from st January, 1990 to S1st December, 1996, The agreement
provided that Doug Small was not to receive more than 60 per cent. of the bonus poocl,

The Subscription Undertakings

Subscription undertakings have been given to the Company and Smith New Court by Doug Small
and other executives of Horace Small (the “subscribers”) whereby the subscribers, in order to participate
in the equity of the Enlarged Group, agreed to subscribe at and conditional on Completion for an
aggregate of up to 1,957,187 New Ordinary Shares at §2.04 per share being the equivalent of 125p
at 9th April 1990 in the following amounts:

Subscribers No. of New Ordinary Shares
Dovg-Small 1,256,612
Irvin Small 24,4656
Richard Vacek 7,839
Robert ‘Gates 146,789
Ronald Pate 146,789
Gary McDaniel 146,788
MIM Limited
in anticipation of 466,800

resale to certain clients
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PART VI

Additional Information

1. Incorporation and Share Capital
(a) Amercoeur

The Company was incorporated in England on 11th February 1919 (with registered number 155088 }
asa private liniited company under the Companies Acts 1908 to 1917, The Company wasre-tegistered
as a public limited company under the Companies Acts 1948 to 198] on 14th May 1982, The change
of name of the Company to Amercocur Energy PLC was effective on 12th June 1987,

The following table shows the present authorised and issued share capital of the Company:

Authorised Issued
£826,497.50 ordinary shares of 0.1p each £18,735.025
£1,975,502.50 ovdinary shares of 10p each £1,973,502.50

The following table shows the authorised and isued share capital of the Company following the
consolidation of shares and the Rights Issue and Subscription.

Authorised Issued
£2,250,264.95 ordinary shares of S5peach - £1,538,516.20
£1,978,505 ordinary shares of £5 each £1,975,505

On 10th April 1987 the Company had an authorised share capital of £750,000 divided into 5,000,000
ordinary shares of 10p each and 2,500,000 deferred shares of 10p each of which 1,070,000 ordinary
shares of 10p each wers in issue and 750,000 deferred shares of 10p each were in issue.

On 1st June 1987 the Company converted each of the 750,000 deferred shares of 10p into one ordinary
share of 10p. L

On 11th June 1987 the Company issued 3,930,000 ordinary shares of 10p each credited as fully paid
to Amercoeur Inc. in consideration for the whole of the issued share capital of Amercoeur Limited.
The consideration for the acquisition was £1,097,000, satisfied by the issue of such shares.

On 11th June 1987 the Company issued 1,090,000 and 83,330 ordinary shares of 10p each credited
as fully paid to Temple Investment & Finance Company Limited (“Temnple”) and to Westar Finance
N.V. ("Westar") respectively in settlement of loans amounting to £327,538 and £25,000 which were
owed by the Group to Temple and Westar respeccively,

- On 16th Junc 1987 the Company issued 4,250,000 ordinary shares of 10p each at 65p per share, by

way of a private placing, raising £2.43 million net of expenses.

On 13th November 1987 the Company issued 253,164 ordinary shares of 10p credited as fully paid
as part of the consideration for the purchase of an anthracite processing facility, The total consideration
was £350,000 of which £250,000 was in cash.

On 10th March 1988 the Company issued 347,222 ordinary shares of 10p each credited as fully paid
as part of the consideration for the purchase by the Company of the issued share capital of Welsh
Dragon Coal Limited. The total consideration was £275,000 of which £150,000 was in cash,

On 14th April 1988 the Company issued 67,425 ordinary shares of 10p each credited as fully paid
in consideration for the acquisition by the Company of the issued share capital of Webberat Limited.
The total consideration for the acquisition was £22,250 sacisfied by the issue of such shares.

On 215t Decernber 1988 7,894,094 ordinary shares of 10p each were issued fully paid in cash at par
pursuant to a rights issue.

On 12th January 1990 19,735,025 ordinary shares of 0.1p each were allotted fully paid in cash at
2p per share pursuant to the rights issue announted on 28rd November, 1989,

A Separate General Meeting of the holders of the ordinary shares of 10p each to be conselidated
into ordinary shares of £5 each pursuant to the passing of Resolution No. 1 at the EGM las been
convened for 3rd May 1990 immediately prior to the EGM at which an Extracrdinary Rewolution
will be proposed in order to approve the passing of Resolution No. 5 ¢o be proposed at the EGM
to reduce the share capital on the ordinary shares of £5 each ariting on the consolidation, so that
their nominal value becomes 5p each,
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An Excraordinary General Mecting of the Company has been ¢convened for Srd May 1990, to be held
immediately after the Separaie General Meeting, atwhich Resolutions will be proposed as summarised
below. Resolutions Nos. 1 to 5 are to be proposed as Special Resolutions and Resclution No, 6 is
to be proposed as an QOrdinary Resolution,

At the said EGM:
Resolution No. @ will be proposed in order:

(a) 1o approve the Acquisition, the Rights Issue, the Subscription, and mauers related to the
Acquisition; '

(b) 1o consolidaie every 50 shares of the Company to 1 Consolidated Ordinary Share being either
an ordinaryshare of £5 arising on consclidation of the ordinaryshares of 10p each or an ordinary
share of 5p arising on consclidation of the ordinary shares of 0.1 peach including the additional
25 ordinary shares of 0,1p each and the additional 25 ordinary shares of 10p cach issued to
Censolidated Venture Trust ple for an aggregate subscription price of £2.5% to enable the
consolidation 10 be effected, and an amendment to the Company’s Anticles of Association to
refer to the ordingry shares with their consolidated nominal values;

(¢} to increase the share capital of the Company to £4,208,769.95 by the creation of 28,075,399
ordinary shares of 5p each;

(d} to authorise the Directors to allot and issue the New Ordinary Shares under the Rights lssue
and Subscription; and

(¢) 1o approve and adopt the US Stock Option Plan, a summary of the Rules of which is set out
in paragraph 10(b) below,

Resolution No, 2 will be proposed in order 1o give the Directors gezeral authority to allot the unissued
shares under Section 80 of the Companies Act 1985 until 2nd May 1935, and to ernpower them to
disapply the pre-emption rights under Section 89 of the Companies Act 1985, in centain circomstances
and (other than under Resolution No. 1} up 10 £77,900 in nominal amount undil the earlier of the
conclusion of the next Annual General Meeting of the Company or Srd August 1991,

Resolution No. 3 will be proposed in order to change the name of the Company to United Uniform
Services PLC.

Resolution No, 4 will be proposed in order:

(a) to amend the objects clause in the Memorandum of Association of the Company, to give it objects
more in keeping with its business; and

(b) to amend the Articles of Association of the Company so that they shall be as summarised in
paragraph 5 below,

Resolution No. 5 will be proposed in order to reduce, subject to the sanction of the High Court,
the share premium account existing and arising on the issue of New Ordinary Shares pursuant to
the Rights Issue and the Subscription and to reduce the share capital on each of the ordinary shares
of £5 each in the Company arising on consolidation, pursuant to Resolution No. 1, by £4.95,

Rezolution No. 6 will be propesed in order to approve and adopt the UK Share Option Scheme,
a summary of the Rules of which is set out in paragraph 10(a) below.

Immediately following the Rights Issue and the Subscription and subject to the passing of Resolution
No. 2 referred 0 above, the Directors will be generally authorised pursuant to Section 80 of the
Companies Act 1985 1o allot relevant securities (as defined cherein) up to an aggregate nominal amount
of £585,000 (being the Company's authorised but unissued share capital afier allowing for the allotments
and issues referred to above) and such authority would expire on 2nd May 1995,

The provisions of Section 89(1) of the Companies Act 1985, to the extent that they are not disapplied,
confer on sharehoiders rights of pre-emption in respect of the allotment of equity securities which
are, or are to be, paid up in cash (other than allotments under any employees’ share scheme). The
provisions of Section 89(1) will, subject to the passing of Rewolution No. 1 at the EGM, be disapplied
in connection with the Rights Issue and the Subscription. Immediately following completion of the
Rights Issue and the Subscription and subject to the passing of Resolution No. 2 referred to above,
the provisions of Section 89(1) of the Companies Act 1985 will be disapplied. up to Srd August 1991
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or, if earlier, the Annual General Meeting in 1991 in connection with a rights issue, a share option
scheme for employees and executive or non-executive directors or the provision of a cash alternative
under Section 430(4) of the Companies Act 1985 and otheiwise up to an aggregate nominal amount
of £77,900 (representing 5 per cent. in number of the Company's issued share capital following the
Rights Issue and the Subscription).

(3N

At Completion the Continuing Directors will grant options under the US Stock Option Plan pursuant
to the Acquisition Agreement to management of Horace Srzall representing 5 per cent. of the issued
ordinary share capital asenlarged by the Rights Issue and Subscription. Such options will be exercisable
at the Rights Issue price.

Following completion of the Rights Issue and the Subscription no material issue of shares {other than
to shareholders pro rata to their existing shareholdings or pursuant to options) will be made by the
Company within a year of the date of this document without the prior approval of the Company
in general meeting,

The Existing Ordinary Shares are in registered form. Subject to the passing of Resolution No. 1 at
the EGM: (i) the New Ordinary Shares che subject of the Rights Issue are expected to be provisionally
allotted on 5rd May 1990 and Provisional Allotment Lerters in respect thereof are expected to be
despatched on that day, and (ii) the New Ordinary Shares the subject of the Subscription will be
issued at Completion, Following payment for the New Ordinary Shares, share certificates in respect
of all New Ordinary Shares are expected to be despaiched on 12th July 1990.

Existing share certificates of 10p each will remain valid in respect of the ordinary shares of {5 each
until the reduction of share capital becornes effective, when new certificates for ordinary shares of
5p each will be despatched.

(b) Horace Small

On 1st January 1988, Horace Small entered into agreements to redeem 4,308.875 Class B Shares,
for a price paid in cash and subordinated notes equal to $2,150 per share.

On 29th Decemnber 1989, Doug Small acquired 3,130 shares from Irvin L. Small.

Doug Small has also agreed to acquire an additional 822,625 shares from The Irvin Leor: Small Trust
created under the Last Will and Testament of Horace Small which purchase will vest ownership of
all issued and outstanding stock of Horace Small in Doug Small.

Currently the share capital of Horace Small consists of 4,006,625 sharas. Horace Small has not issued
any stock or made any other redemption in the two years prior 1o 10th April 1990,

Save as disclosed in this document;

(i) no share or loan capital of the Company or, to a material extent, of any of its subsidiaries or
of Horace Small, has been issued within the three years immediately preceding the date of this
document or is propased to be issued (otherwise than intra-group issues by wholly-owned subsidiaries
and pro rata issues by partly-owned subsidiaries) fully or partly paid, for cash or for a consideration
other than cash;

(i) no commission, discounts, brokerages or other special terms have been granted by the Company
or to a material extent by any of its subsidiaries or by Horace Small within the three years
immediately preceding the date of this document in connection with the issue or sale of any share
or loan capital of the Company or to a material extent of any subsidiary or of Horace 3mall; and

(iii) no unissued capital of the Enlarged Group. or any of its subsidiaries, is under option oris agreed,
conditionally or unconditionally, to be put under aption. :

2,  Reduction of Share Capital and Reduction of Share Premiun: Account

As at 81st Decernber 1989 there was a deficit on the Company's profit and loss account of approxim ately
£4.658 million which, if left in. place, would prevent the Company from paying any dividends until
profits in excess of the deficit have been made.
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Further, as a result of the Acquisition, goodwill of up to £15 millien will arise in the consolidated
accounts of the Company, although this figure may vary depending on the net worth of Horace Small
at Completion. Additional goodwill will also arise in the future as a result of further aquisitions. Goodwill
arises in a company's accounts where the total consideration payable by it on 2n acquisition of a business
or a company excieds the fair value of the net separable assets acquired. Statement of Standard
Accounting Practice No. 22 requires the Company to write off such goodwill either immediately against
reserves or by amortising it through the profit and loss account of the Company, The Directors consider
that it is in the interests of the Company to write off goodwill arising in its accounts, including the
goodwill which will arise as a result of the Acquisition, and any future goodwill, against reserves.
There are, however, insufficient existing reserves against which to do this.

The Directors therefore propose that the share capital of the Company be reduced by approximately
£1.954 million by cancelling paid up capital to the extent of £4.95 upon each of the ordinary shares
of £5 each arising on consolidation of the existing ordinary shares of 10p each and reducing the nominal
value thereof to 5p. The Directors also propose that the share premium account, which will, followi ng
the Rights Issue and the Subscription amount to approximately £37.8 million, be reduced by £20 million.

Following the implementation of these proposals, the deficit of approximately £4.658 million onthe
profit and loss account of the Company will be eliminated. £17,242 million will be credited to a special
reserve and will be used for the purpose of writing off the goodwill which will arise as a result of the
Acquisition and which may arise as a result of any future acquisitions.

In connection with the application to the High Court, the Conpanywill be obliged, in order to protect
the position of creditors, to undertake to the High Court that the special reserve created on the reduction
of the Company’s share capital and share premium account will be treated 2s an undistributable reserve
until all creditors who would have been able to prove in a nctional liquidation of the Company
commencing on the date on which the proposed reduction of capital and reduction of share premium
account shall take effect shall have been paid in full or shall otherwise have agreed, subject to reducing
the special reserve by the amount of any further increase in the paid up share capital or renerves of
the Company after the said reduction of share capital and reduction of share premiwm account shall
take effect. The Company will also give to the High Coun such other undertakings as may be necessary
for the protection of creditors, It is hoped that High Court approval will be obliained by the end
of July 1990

3. Details of the Rights Issue and the Subscriprion

As described in this document the Company is raising approximately £85.5 million (£33.8 million
net of expenses) by a Rights Issue of 28,418,436 New Ordinary Shares to Qualifying Shareholders
41 125p per share on the basis of 18 New Ordinary Shares for every 25 Existing Ordinary Shares held
and by the Subscription. The Rights Issue price of 125p represents an issue premium of 120p over
the nominal value of 5p each of the New Ordinary Shares. The Subscription will raise approximately
$4 million (£2.5 million) by the issue of up to 1,957,187 New Ordinary Shares. The Subscription
is 10 be made at $2.04 per share which is equivalent to 125p on Sth April 1990, the date before the
issue of this dorument. The estimated net proceeds of the Rights Issue and Subscription will be applied
by the Company to satisfy the consideration for all other obligationsunder the Acquisition Agreement
and the payment of the expenses of the Acquisition and the Rights Issue and the Subscription. Any
balance left outstanding will be used to provide working capital for the Enlarged Group.

The Rights Issue is expected to be completed by 24th May 1990 (the latest date for acceptance and
payment), In the unlikely event that the Acquitition is not completed in accordance with its terms,
the Directors would seek shareholders’ approval prior to spending any of the proceeds (after expenses)
of the Rights Issue on any other acquisition.

Fractional entitlements will not be allotted but will be aggregated and sold in the market for the
benefit of those entitled thereto, save that amounts of less than £2,50 (after deducting expenses of
sale) will be retained for the benefit of the Company.

The New Ordinary Shares will, when fully paid, rank part passu in all respects with the Consolidated
Ordinary Shares of 5p each and, with regard to dividend payments, retumn of capital and voting rights,
with the Consolidated Ordinary Shares of £5 each.

Subject to the passing of Resolution No. 1 at the EGM and the admission to the Official List of the
Consolidated Ordinary Shares, fully paid. and the Rights Shares, nil paid, and the agreement of The
Stk Exchange to admit the Subscription Shares to the Official List (subjecr only to allotment) and
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the Acquisition Agreement being otherwise unconditional, it is intended that nil paid renounceable
Provisional Allotment Letters in respect of the Rights Shares will be despatched on $rd May 1990
to shareholders on the register at the close of business on 20ch April 1990.

Shareholders who wish to subscribe for all or any of the New Ordinary Shares provisionally alloted
to them must lodge thieir Provisional Allotment Letter, together witha remitance for the full amount
payable on acceptance, in accordance with the instructions printed thereon with the Company's
Receiving Ageut, Stentiford Close Registrars Limited, Broseley House, Newlands Drive, Witham,
Essex CM82UL so as to arrive not later than 8.00 p.m. on 24th May 1990, >heques must be in pounds
sterling drawn on a bank in the UK, made payable to “Stentiford Close Registraxs Limited" and crossed
“not negotiable”. It is a term of the Rights Issué that all cheques (which are liable to be presenited
on receipt) should be honoured on first presentation. No interest will be payable on payments made
before the last date for payment.

The Provisional Allotment Letters will be fully renounceable, save as required by the laws of cerzain
foreign jurisdictions. Provisional Allotment Letters for the New Ord*nary Shares may be split (nil
paid) until $.00 p.m. on 22nd May 1990 and split (fully paid) until 3.00 p.m. on 13th June 1990.
Fully paid Provisienal Allotment Letters will be renounceable unal 8,00 p.m. on 15th June 1990,
after which time the New Ordinary Shares may only be dealt in in registered form and will be transferable
by instrument of transfer in the usual common form. Definitive centificates will be despached
approximately four wecks thereafter, Pending the issue of definitive share certificates for the New
Ordinary Shares, instruments of transfer will be certified against lodgement of fully paid Provisional

- Allotment Letters,

If payment in full is not received by 5.09 p.m. on 24th May 1990 the provisional allotment will be
deemed to have been declined and will be cancelled. Where New Ordinary Shares are not taken up
in accordance with provisional allotments, such New Ordinary Shares will be sold by not later than
8.00 p.m. on 25th May 1990 if a premium over the subscription price and expenses of sale (including
any VAT thercon) can be obtained. Any net proceeds (after deduction of the subscription price and
expenses of sale) will be distributed pro rata by cheque among the provisional allortees whose rights
have not been taken up. Payment will be made by cheque for the amounts due and will be sent,
at the risk of the person entitled thereto, to the first-named orsole holder at his/her registered address
except that individual amounts of less than £2.50 will not be so distributed but will be retained for
the benefit of the Company. If a premium cannot be obtained, Smith New Court has agreed to procure
subscribers (or failing which to subscribe itself) for New Ordinary Shares, to the extent that they are
not taken up in accordance with provisional allotments or cannot be sold in the market at a premiuum,

Pursuant to the Underwriting Agresment referred to in paragraph 12 (8) below, 28,669,659 New
Ordinary Shares have been underwritten by Smith New Court. MIM Limited on behalf of clients,
including Consolidated Venture Trust plc, has irrevocably undertaken to take up its entitlement to
4,748,797 New Ordinary Shares which have not been underwritten. Messrs. Ferguson and Taylor
have undertaken not to take up their rights under the Rights Issue. In addition, MIM Limited, on
behalf of clients, has agreed to sub-underwrite up to a further 8,800,436 Rights Shares for norrnat
sub-underwriting commission,

Pursuant ta the Subscription referred to in paragraph 2 of Part V, Doug Small and certain senior
management of Horace Small are to subscribe for up to 1,957,187 New Ordinary Shares at a price
of §2.04 per share (being the equivalent of 125p at 9th April 1990 at the dollar rate) payable in full
at Completion, It is expected that their New Ordinary Shares will be admitted to the Official List
on the next business day thereafter and that dealings therein will commence on the same date. Such
New Ordinary Shares will rank par’ passu in all respeces with the other issued New Ordinary Shares
of the Company.

4. Memorandum of Association

The Memorandum of Association of the Company subject to the passing of Resolution No, 4 at the
EGM provides that the Conipany's principal object isto carry on the business of a holding company.
If Resolution No. 4 is not passed, the Company's principal object will remain that of a holding company
with oil and gas investments, The objects of the Company are sat out in full in Clause 4 of the
Memorandum of Association,

5. Articles of Association

The Articles of Association of the Company (“the Articles”), subject 1o the passing of Resolution INo.

4 at the EGM, will contain provisions, inter alia, to the following effect:

(a} Dividends and other distributions
All dividends on shares shall be declared and paid according to the amount paid up on the shares
(otherwise than in advance of calls). save that while there exist shares of £5 each and Bpeach
the dividends paid on the shares of 5p each shall be in proportion to one hundred times the
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(b)

{c)

(d)

(e}

amount of the capital paid up or credited as paid up thereon but no dividend shall be declared
in excess of the amount recommended by the Directors, The Directors may from time to time
pay to the members of the Company such interim dividends as appear to the Direciors 1o be
justified by the profizs of the Company available for distribution.

There are no fixed dates on which entitlement to dividend arises on the ordinary shares.
Voting rights

The holders of ordinary shares shall be entitied to attend and vote at any general meeting of
the Company. Subject to disenfranchisernent in the event of non-compliance with a statutory
notice requiring disclosure as to beneficial ownership and subject to any rights or restrictions
attached to any shares. on a show of hands every member who (being an individual) is present
in person or (being a corporation) is present by a duly authorised representative or proxy shall
have one vote, and on a poll every member present in person, by representative or by proxy
shall have one vote for every share of which he s the haolder,

Fariation of rights and share caprtal

The Company may by Ordinary Resolution increase its share capital, consolidate and divide
all or any of its shares into shares of larger amowuts and, subject to the provisions of the Companies
Act 1985, sub-divide its shares into shares of smaller amount or cancel shares which have not
been taken or agreed 1o be taken by any person. Subject to the provisions of the Cornpanies
Act 1985, the Company may by Special Resolution reduce its share capital or any capital
redemption reserve or share premium account. The Company may also, subject tothe provisions
of the Cornpanies Act 19835, purchase its own shares,

Subject to the provisions of the Companies Act 1985, the rights anached o any class of shares
may be varied with the consent in writing of the holders of three-fourths in nominal value of
the issued shares of that class, or with the sanction of an Extraordinary Resolution passed at
a separate meeting of the holders of the shares of that class.

Transfer of shares

Transfers of shares may be effected by a transfer in any usual form or in any cther forrn which
the Directors may approve and shalt be executed by or on behalf of the wansferor and, unless
the share is fully paid. by or on behalf of the transferee. The Directors may in their absoluie
discretion without giving any reason refuse to register the transfer of a share which is not fully
paid or of a share (which is not fully paid) on which the Company has 2 lien or is in favour
of more than four transferees. The instrument of transfer must be in respect of only one class
of shares and be lodged duly stamped at the registered office of the Company or at such other
place as the Directors may appoint, accompanied by the certificate for the shares to which it
relates and such other evidence as the Directors may require to show the right of the ransferor
o make the ransfer.

Directors

(i) Unless otherwise determined by the Company in general meeting, the number of Directors
shall not be less than (wo nor more than twelve,

(iiy Directors’ fees shall not exceed £250,000 in aggregate per annum, or such larger sum as
may be determined from time to time by the Comnpany in general meeting, and such
remuneration shall be divided arnong them in such proportion and manner as they may
agree or, failing agreement, equally.

(iii} The Directors may grant remuneration to any Directer who shall perform special services
outside his ordinary duties as a Director.

(iv) The Directors may from time to time appoint one or more of their number to be managing
director or to any other executive office of the Company on such terms as they think fir,
and rnay revoke or vary such appoinment. Such an appointment shall (subject to the
provisions of any contract between him and the Company) sutomatically be terminated
if the managing director ceases for any reason to be a Director. Any revocation or terrnination
of such appointment shall be without prejudice to any claim for breach of contract between
the Director and the Company. A managing director shall receive sach remuneration as
the Directors may deterrnine. '

(v} Anymanaging director shall not (but subject to theterms of any contract of service between
him and the Company) be subject to retirement by rotation,

(vi) Section 293 of the Companies Act 1985 (retirement of Directors who have reached the age
of 70) shall apply to the Company,

(vii) A Director shall not require a share qualification.
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(viti}(a) Save as proposed in sub-paragraph (b). a Direclor shall net vete (nor be counted in
the quorum) on any resolurion of the Directors of the Cornpany inrespect of any contract
or arrangement in which he is materially interested. The Company may. by Ordinary
Resolution, suspend or relax such provision te any extent or ratify any transaction not
duly authorised by reason of a contravention of the Anicles.

(b) A Directorshall (in the absence of some other material interest thanis indicated below)
be entitled to vote (and be counted in the quorum) in respect of any Resolution
concerning any of the following matters, namely:

(i} the giving of anysecurity or indemrity tohim in respect of meney lent or obligations
undertaken by him for the benefit of the Company or of any of its subsidiaries;

(ii) the giving of any security to a third party in respect of a debt or obligation of
the Company or of any of its subsidiaries which he has himself assumed responsibilicy
in whole or in part;

(ili) any proposal concerning an offer of shares, debentures or other securities of or
by the Company or any of its subsidiaries, in which offer heis or is to be interesied
as a participant in the underwriting or sub-underwriting thereof;

(iv) any proposal concerning any other company (not being a company in which he
is beneficially interested in | per cent. or more of any class of the equity share
capital) in which he is interested direcdy or indirectly;

(v) any proposal concerning the adoption, modification or operation of a
superannuation fund or retirement, death or disability benefits scherne approved
by the Board of the Inland Revenue under which he may benefit;

(v} any proposal concerning an employees' share scheme under which he may benefit
and whicth does not accord to any Director as such any privilege or advantage
not accorded to the employees to whom such scheme relaces.

() Borrowing powers
{i) The Directors may, subject to sub-paragraph {ii and to the provisions of the Companies
Act 1983, exercise all the powers of the Company 10 borrow rnoney, and to mortgage or
¢harge its undertaking, property and uncalied capital, and to issue debentures and other
sacurities, whether outright or as collateral security for any debt, liability or obliganion of
the Company, or of any third party.

(i) The Directors shall restrict the borrowing of the Company and exercise all voting and other
rights or powers of control exercisable by the Companyin relation to its subsidiary companies
50 as to secure (so far, as regards subsidiaries, as they can secure) that the aggregate amount
for the time being remaining outstanding of all monies borrowed by the Group and for
the time being owing to persons outside the Groupshall not at anytime, without the previous
sanction of an Ordinary Resolution of the Company, exceed an amount equal to four times
the adjusted capital and reserves of the Company (calculated and adjusted as provided in
the Articles).

(g) Distribution of assets on liguidation

In the event of a winding-up of the Company. the assets of the Company available for distribution
amongst the members will be divided between the holders of the ordinary shares accarding to
the respective number of shares held by them and in accordance with the provisions of the
Companies Act 1985 and subject to Resolution No. 5 to be proposed at the EGM, The liquidator
may, with the sanction of an Extraordinary Resolution of the Company and subject to the
Companies Act 1985, divide amongst the members #n specie the whale or any part of the asets
of the Company.

{h) Unclaimed dividends

Anydividend unclaimed after a period of 12 years fromits due payment date shall, if the Directors
s0 resolve, be forfeited and shall cease to remain owing by the Company.

(i) Untraced shereholders

The Company may sell any shares in the Company of a member who is untraceable if, during
a period of 12 years, at least three dividends in respect of the shares in question have been paid’
and no dividend during that period has betn claimed, and the Company gives natice by
advertisement in two newspapers of its intention to sell the shares and gives notice to The Stock
Exchange and in the period of three months after the said advertisements the Company has no
indication that such member can be traced. '

43



6.
(@)

In the unlikely event that Resolution No. 4 is not passed at the EGM, the Company will not
be empowered to purchase its shares,a quorum will comprise 3 members, there will be no maximum
number of Directors, with the aggregate fees payable to Directors being £40,000, and the borrowing
powers will be limited to an amount equal to three tivnes adjusted capital and reserves (as defined
in the Articles).

Directors’ and significant interests

The Directors and their families have the following interests in the existing issued share capiral
of the Comnpany as recorded in the Register of Directors' interests maintained under the provisions
of Section 325 of the Act:

% by number

Beneficial Ordinary of existing
Interests Shares issued shares
M. A, Vaughan-Lee - -
R. ]J. Taylor : 300,000 0.7
A. D. N. Balme 686,666 1.7
A. Ferguson - —
C. H. B. Milis - -

Mr. A. D. N. Balme is a director and shareholder of Carter Capital Lirnited, a cornpany which
is beneficially interested in 2,201,106 Existing Ordinary Shares in the Company.

Mr. A, Ferguson is a director of Temple Investrnent & Finance Cornpany Limited, a company
in which his wife is beneficially interested and which controls 1.6 per cent, of the existing issued
share capital of the Company. He is also a director of Amercoeur Inc, whose interest in the share
capital of the Company is set out in paragraph 6(e) below,

Mr. Balme, Mr. Ferguson and Mr, Taylor have irrevocably undertaken to procure that all the
votes attaching to all those shares in which they are interested shall be cast in favour of all the
resolutions to be proposed at the Separate General Meeting and at the EGM and Mr, Ferguson
and Mr, Taylor have undertaken not to take up their rights under the Rights Issue.

Mr. R. ]. P. Morton is a director of Samuel Montagu, Inc, which will receive a fee in connection
with the Acquisition.

Mr. Mills is a Director of and ashareholder in Consolidated Venture Trust plc, one of the clients
of MIM Limited, which has undertaken to take up its rightsin retum for a payment of commission
of 1,25 per cent of its subscription monies tn respect of the first period of 30 days of its commitment
and an additional payment of 0.125 per cent. for each additional week (or part thereof) of its
cornmitment and which has also agreed to subscribe £2.53 for 25 Ordinary Shares of 10p each
and 25 Ordinary Shares of 0.1p each in order to facilitate the consolidation. Each of Mr. Mills
and Mr, Vaughan-Lee has agreed to sub-underwrite for no commision 24,000 Rights Shares
and MIM Limited on behalf of clients has agreed to sub-undérwricte up to a further 8,800,436
Rights Shares

Pursuant to the Acquisition and following Completion and completion of the Rights Issue and
Subscription, the Coatinuing Directors and their families will have the following interests in the
share capital of the Company as required to be recorded in the register of Directors’ intercsts
maintained under the provisions of Section 325 of the Act:

% by number of
New Ordinary enlarged issued

Shares share capital
M. A. Vaughan-Lee - -
D. A. Small 1,265,128 4.06
1. L. Small 24,630 0.79
R. B. Vacek 7,389 0.02
R. W. Gates 147,785 0.47
A. D. N, Balme ‘ : 13,733 0.04
W. D. Eberle ' - —
C. H. B, Mills - -
R. J. P. Morton - -
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(c)

(d)
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7.

Save asreferred to in paragraphs 7 and 12(3) below and this paragraph 6, no Director or proposed
Director of the Company has any interest in a transaction which is of an unusual nature, contains
unusual terms or was significant to the business of the Enlarged Group and which was cffected
by the Enlarged Group during the current or immediately preceding financial year or during
any earlier financial year and which remainsin any respects outstanding or unperformed save that:

(i) Mr.D. Small isinterested in the Acquisition Agreemnent, the Employment Agreement, the
Bonus Pool Agreement and the Non-Competition Agreement referred to in Part V of this
document;

(ii) Mr. I, Smallis interested by reason of the purchase of the remaining common stock of Horace
Small by Mr. D. Small for which he hasreceived a consideration of $1 1,990,100, In additien,
the Acquisition Agreement provides that he is to be employed by Horace Small at asalary
of $50,060 per annum for a peried of three years;

(iif) Mr. R. W, Gates is interested by reason of the purchase of the remaining stockofR & R
by Horace Small at the cost of Mr, D, Small as described in Pant 'V of this document for
which he will receive a consideration of $364,500 and he is still due to receive under the
original acquisition agreement for R & R approxirnately $117,000 from Horace Smali.

(iv) Mr. Gates is interested in 2 lease agreernent between, #nter alia, himself and R & R and
as a partner in a Tennessee general partnership with respect to a lease of property toexpire
on 14th July 1990 pursuant to which he receives yent in an amount equal to his partnership
share of the $75,000 annual rent.

Save as disclosed in paragraph 7 below in relation to Doug Small and Irvin Small, no other Director
or Proposed Director has a service contract with any member of the Enlarged Group which is
not terminable without payment of compensation (other than statutory compensation) within
one year.

The aggregate emoluments, pension contributions and the estimated value of benefits in kind
of the Directors of the Cornpany in respect of the financial year ended 31st December 1989 were
£27,000. Excluding any payments due pursuant to the Acquisition Agreernent and any payments
by way of bonus, the aggregate emoluments to be paid to the Directors or Proposed Directors
of the Enlarged Group in respect of the financial year ending 51st December 1990 under
arrangements in force at the date of this docurnent are expected to be approximately £340, 000,
Save as disclosed in this paragraph 6 or pursuant to the Acquisition Agreement and related
documents referred to in Part V, no other payment is to be made to any Director or Proposed
Director in connection with the implementation of the Acquisi.on and/or the Rights Issue.

The Company has been notified of the following interests in the existing issued share capital
of the Company:

Existing Ordinary % of existing issued

Shares share capital

Amercosur Inc. 2,460,000 6.23
Carter Capital Limited 2,201,106 5.6
MIM Limirted 6,595,552 16.7
Westar Finance N.V. 8,046,128 7.7

MIM Limited's interest is held on behalf of its discretionary clients,

Save as set out above, no interest amounting to 5 percent. ormore of the existing ordinaryissued
share capital has been notified to the Directors of the Company and the Directors are not aware
of any persons who, directly or indirectly, jointly or severally, exercise or could exercise control
over the Company.

No loans or guarantees have been granted or provided by any member of the Enlarged Group
to or for the benefit of any Director or Proposed Director of the Company.

Officers' and Directors’ Service Agreements and Bonus Pool Agreement

Pursuant » the Acquisition Agreement, at Completion, Doug Small will enter into an Employment
Agreemem with Horace Small Manufacturing Company and the Company under which he will be
paid a basic salary of US$400,000 per annum, reviewable upwards annually, together with a bonus
as described in paragraph 1 of Part V of this document.
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Pursuant to a Bonus Pool Agreement {in the form of one of the Exhibits to the Acquisition Agreement)
to be entered into by Completion certain employees of Horace Small (including Messrs Doug Small.
Vacek and Gates) may receive a bonus out of a pool, which s limited to US$12million and calrulated
by reference to the aggregate of the consolidated profits before tax (adjusted in accordance with the
said Bonus Pool Agreement) of Horace Small for the 7 year period from 1st January 1950 co 81st
December 1996, such bonus to be paid during the calendar year 1997 (or earlier in certain events).
but Doug Small is not to receive more than 60 per cent, of the bonus pool.

Pursuant to the Acquisition Agreement, Mr, Irvin L. Small will enier into an employment agreement
with Horace Small Manufacturing Company and the Company under which he will be paid a basic
salary of U'S§50,000 per annum for a term of three years, which agreement will contain a covenant
not to compete for the term of the agreement.

Pursuant to his employment agreement with R & R, Mr. Gates is entitled to a bonus of 314 per cent.
of the pre-tax net profits of R & R and its subsidiaries (FIFO basis) for the period commencing 1st
July 1985 and ending on 31st December, 1990,

Pursuant to his employment agreement with R & R, Mr. Pate is entitled to a bonus of 3J4 per cent.
of the pre-tax net profits of R & R and its subsidiaries (FIFO basis) for the period commencing 1st
July 1985 and ending on 315t December 1980,

Pursuant te his employment agreement with R & R, Mr. McDaniel is entitled to a bonus of 314 per
cent. of the pre-tax net profits of R & R and its subsidiaries (FIFO basis) for the period commencing
1st July 1985 and ending on 31st December 1990.

Horace Small operates a Management Bonus Programme as follows:

Manufacturing Diuviston

Bonuses, for the most part, are discretionary, based on appropriate guidelines. Total bonuses for

P

the manufacturing division were $337,600 for the year ended 315t Decernber 1989 and $522,144 for
the year ended 81st December 1988,

R & R Uniforms

Managers of the distribution centres and the corporate executives are eligible for bonuses. The maximurmn
amount of bonuses for managers is set in their employment agreements and cannot exceed approxirately
20 per cent. of their annual salary, The bonuses. for the most part. are discretionary, based on
appropriate guidelines. Total bonuses for R & R were $295,000 for the year ended 31st December
1980 and $207,385 for the year ended 315t December 1988.

8. Premises

The principal operating facilities of the Enlarged Group are:

Location
Nashville, Tennessee

Nashville, Tennessee
Mt. Pleasant,
Tennessee

Memphis, Tennessee

Guthrie, Kentucky

Approximate
Use . (g
Executive offices ’ 186,000
Manufacturing of
trousers, jackets,
outerwear and liners
Warchouse

R & R corporare offices §6,000
and distribution cenire

Manufacturing of shirts 53,000
Warchouse

R & R sales office and 39,000
distribution czntre

Manufacturing of - 20,000

trousers ./
s

Annual
Rent

51.800

$30,800M

$10,200®

§114,812

J
{1) Annual rent to increase to approximately $190 000, with e;'a_éct from Novernber 1990;

(2) Annual rent to increase to approximately 327 600 with gffcct from December 1990,

In addition to the above facilities, R & R operates 13 distribution centres,
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Tenure
Leaschold

Leasehold
Leaschold
Leasshold

Freehold
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9, Subsidiaries

The principal wrading subsidiaries of the Enlarged Group, following Completion, (all of which will
be wholly.owned) are as follows:

Pancipal Country of % of

Regutered place of interporation Coit of capual Natwre of

Company uffice duseans and operation  invesiment  held duines

Horace Small Manufzeturing 550 28th Avenue North  Nushwille USA USA  $16,240.000 100 Manufeciuring

Company TN 37209 and

distribution

Mt. Pleasant Mig Co.. Inc 850 25th Avenue Nonh, Nushville - USA USA 3286000 100 Manufacturing
TN 37209 '

R&R 260 Cumberiand Bend Road, USA USA  $1.970.000 100 Dueribuiion

Nashville. TN 57228
* This figure excludes the cost of bonuses 1o be paid 10 Doug Small

10. Details of Share Option Scheme and Stack Option Plan

Subject to the passing of the relevant resolutions at the EGM, the Company will have established
a UK Share Option Scheme and a US Stock Option Plan. Summaries of the rules of these schemes
are set out below. The existing Share Option Scheme has been suspended and allocations gramed
thercunder have been terminated.

{a) UK Share Option Scheme
1. Eligibility:
Allemployees and Executive and Non-Executive Directors of Amnercoeur and its subsidiares
are eligible to panicipate,

2.  Grant of Options:

Options may be granted at any time except within any period of two months preceding

the announcement of annual or half yearly results by the Group.

3. Subcription Price: .
The price per share payable on the exercise of an Option may not be less than the higher
of the norninal value of the share and its rniddle rnarket quotation for dealings on The Stock
Exchange or the USM on the last dealing day before the date of grant of an Opiion. If
the shares are at any time not dealt in on the USM and are not listed by The Stock Exchange
the Directors may set the subscription pricein their discretion but not at less than the nominal
value of a share. Until 28th June 1990 opticns may be issued at a subscription price of 125p.

The subscripuion price may be varied in the event of an issue of shares by way of capitalisation
of profits or reserves or by way of rights or on any consclidation sub-division or reduction
of capital, {subject to confirnation by the auditors that any such adjustment is fair and
reasonable), LT

4. Scheme Limitations:
Subject to adjustment on any variation of share capital, nc Cption may be granted at any
time if as a result the total number of shares issuable pursuant to subsisting options and
other subsisting rights granted under this and any other Share Acquisttion Scheme of the
Company would exceed the lesser of 6,883,004 ordinary sharesand 10 per cent. of the issued
ordinary share capital of the Company at that time and no option may be granted to any
individual if, as a result, the number of ordinary shares subject to subsisting options held
by such individual would exceed 3,116,502 ordinary shares or such greater number as shall
represent 10 per cent. of the issued ordinary share capital of the Company from time to time.

5. Assignment
Options may only be assigned to 2 Trust or a Pension Fund whose beneficiaries are the
Participant or his wife or child or te a company the whole of the share capital of which
is beneficially owned by the Participant.

6. Exercise
Options may be exercised on and after the third anniversary of the date of their grant provided
that Options may be exercised earlier on the death of the Participant or on his ceasing to
be an eligible Participant by reason of injury, disability, redundancy, retirernent (2t normal
retirernent age or earlier by agreement with his erniployer) or becawse the company or business
to which his employment relates is transferred to someone who is not a member of the Group.
In any of these cases a limited period in which to exercise the options will arise.

7. Change in Control
Additional rights of exercise will arise for limited periods on a change in control of the
Company as a result of 2 take-over offer or a re-organisation and on the voluntary winding
up of the Company.
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Amendment

No amendment may adversely affect rights already acquired by a Participant without the
approval of the Company at a General Meeting. In addition no amendment may be made
to the advantage of present or future Participants except with the prior approval of the
Company General Meeting to any of the following: —

1. the subscription price.

2. the scherne limits.

3. eligibility.

4. rights of Transfer and Exercise.
5, adjustments 1o Options.

(t) US Stock Option Plan
(All terms are as defined in that plan)

The Stock Option Plan provides for the grant of options over Ordinary Shares comprising options
not complying with the requirernents of Section 442(A) of the United States Internal Revenue
Code 1986 {as amended),

1.
2.
3,
1.
~
O
: 5
]

Eligibility

All employees, officers and directors of Horace Small and its subsidiaries ("Horace Small
Group”), including officers who are also directers, may be nominated for participation in
the Plan at the sole discretion of the committee which the directors of the Company appoint
to administer the Plan (the "Committee"). The Cornmirtee shall also determine the number
of shares (subject to the limitations set out below) and the terms of options 10 be so granted;

Duration of Options and Price of Ordinary Shares

Options so granted will lapse if not exercised before the expiry of ten years from the date
of grant and will entitle the recipient to subscribe for shares in the Company at a price
to be not less than the fair market value or nominal value of such shares on the date of
grant, whichever is the greater. Fair market value for this purpose will not be not less than
the middle market quotatjon for an Ordinary Share (as derived from the relevant appendix
ta The Stock Exchange Daily Official List) for the last dealing day prior to the grant of
an option. Until 28th June 1990 options may be issued at an exercise price of 125p;

Duration of Plan

Options may be granted by the Committee at any time save that no option may be granted
after 3rd May 2000;

Exercise of Options

Any option granted will generally not be exercisable until three years after the date of grant;
however, upon termination of a participant’s employment with the Horace Small Group
or directorship within the Horace Small Group, and regardiess of whether or not such
termination occurs within three years of any such grant of options under the Plan, all such
participant's options will be exercisable until the earlier of the expiration of their terms or
the following periods:

{a) with respect to termination by reason of death or disability (within the meaning of
Section 105(d)(4) of the United States Intemal Revenue Code of 1986, as amended)
6 months from the said death or disability;

{b) with respect to termination by retirement, 3 months from said retirement; and

(c) with respect to any reason other than death, disability or retirement, 1 month from
said termination, except that with the consent of all remaining directors on the Board,
such options shall not be exercisable and shall terminate coincident with the date of
termination of such employment or directorship;

Limits

The total number of shares available for grants of options under the Plan shall be 6,238,004

Ordinary Shares (subject to increase by sharcholders in general meeting or on occasion of

certain specified variations of share capital) provided, however, that no option shall be granted

under the Plan if such a grant would resultin the aggregate number of Qrdinary Shares
issuable pursuant to the exercise of subsisting options and all other subsisting rights to subscribe
for Ordinary Shares granted within the preceding ten years under the Plan or any other
option or ather plan providing for the acquisition of Ordinary Shares established on or after
the adoption of the Plan exceeding 10 per cent, of the issued share capital of the Company
and that no option may be granted to any individual if, as a result, the number of ordinary
shares subject to subsisting options held by such individual would exceed 8,116,502 Ordinary

Shares or such greater number as shall represent 10 per cent. of the issued ordinary share

capital of the Company from time to time:
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6. Changes

In the event of any dissolution or liquidation or change of control of the Company occurs
or appears imminent or if the Company becomes party to a binding agreement of merger
or other reorganisation in which the Company is not the surviving entity all outstanding
options becormne fully vested and exercisable;

7. Alterations

The directors may from time to time suspend or terrninate the Plan, save that without the
optionholders’ written consent, no amendment, suspension or termination of the Plan shall
alter or impair any of the rights or obligations under any option. Any amendment relating
to any of the matters set out in paragraph (a) 8 above shall require the prior approval of
the Company in general meeting.

11. Working capital

The Directors and Proposed Directors of the Company consider that, having regard to the proceeds
of the Rights Issue and Subscription, the Enlarged Group will have sufficient working capita) for
its present requirements,

12, Material contracts

Other than the material contracts listed in paragraph 5 of Part I11 in the Circular dated 23rd November
1989 to shareholders of the Company (which the Directors consider are immaterial to the Enlarged
Group), the following contracts (not being contracts enitered into in the ordinary course of business)
have been entered into by Amercoeur and Horace Smali within the two years immediately preceding
the date of this document and are or may be material.

Amercoeur
(1) the Acquisition Agreement described in paragraph 1 of Part V above;

(2} the Subscription Undertakings described in paragraph 2 of Part V above;

(3) anagreement dated 10th April 1990 between the Company (1) Smith New Court {2) and certain
of the Directors and Mr. Doug Small (3), whereby Smith New Court has agreed to underwrite
the issue of 23,669,639 New Ordinary Shares (“the Underwritten Shares”) at 125p per share,
being all the Rights Shares other than the 4,748,797 New Ordinary Shares with respect to which
irrevocable commitments from MIM Limited have been received.

The Underwriting Agreement is conditional, snter alza, upon: —
(i) the passing of Resolution No.1 at the EGM, and

(ii) the admission of the Consolidated Ordinary Shares (fully paid) and the Rights Shares (nil
paid) to the Official List,

(iif) the conditions tothe Acquisition Agreement being satisfied on $rd May 1990 in all respects
or in the reasonable opinion of Smith New Court being capable of satisfaction at completion
"\ without amendment.

Under the Underwriting Agreement the Companyis to pay toSmith New Court a fee of £180,000
and a commission of 2 per cent. on the aggregate issue price of the Underwritten Shares for
O the first 30 days of its commitment, and thereafter a further ¥ per cent. for each period of
7 days or part thereof until a date which is expected to be no later than the first business day
following 24th May 1990, The Company is to pay all fees and expenses incurred by Smith New
Court but Smith New Court will pay all sub-underwriters’ commissions, save that the basic rate
of commission will be 1.25 per cent. in respect of the Underwritten Sharesnot exceeding 8,800,436
which MIM shall procure to be sub-underwritten. No commission will be payable on 48,000
Underwritten Shares sub-underwritten by Mr. Mills and Mr. Vaughan-Lee.

¢ The Company, the Directors and Doug Small have given certain warranties and indemnities
to Smith New Courz.

- A (4} Under irrevocable undertakings dated 10th April 1990 MIM Limited on behaif of clients, and

- Consolidated Venture Trust plc, had undertaken to take up rights in respect of the Rights issue

over 4,748,797 New Ordinary Shares in consideration of the payment of a commission of 1.25
per cent. of the subscription monies in respect of the first period of 80 days of its cornmitment
and an additional payment of 0.125 per cent. for each additional week (or part thereof) of its
commitment;
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(5) Under imevocable undertakings given at the following respective dates, the following have
irrevocably undertaken to vote in favour of all the resolutions to be proposed at the Separate
General Meeting and at the EGM and not to take up their rightsunder the Rights Issue in respect
of the following numbers of Existing Ordinary Shares: —

No. of Existing No. of ordinary shares of No. of

Ordinary Shares re 10p each re undertaking 1o Existing Ordinary

undertaking to vote vote dt the Separate Shares re Rights

Date Name at the EGM General Meeting undertaking
22nd March 159¢ A, D. N, Balme 2,887,772 1,448,886 686,666
22nd March 1990 A, Ferguson 6,192,794 3,096,397 6,192,794
22nd March 1990 R. J. Taylor 500,000 150,000 300,000

(6) Asale and purchase agreement dated 2nd March, 1990 between the Company, Lancashire County
Enterprises (Investments) Limited ("LCE") and O'Brien Energy Systems Inc. (“the purchaser”)
whereby the purchaser purchased all the sharesin Enercol Energy Systems Ltd held bythe Company
and certain such shares held by LCC for a consideration in the case of the Company's shares
in Enercol Energy Systems Limited for £7,650 and further payment up to a masimum aggregace
amount of £87,250,

Horace Small

(1) SunTrust Agreement. Horace Small Manufacturing Company entered into an oral agreement
with SunTrust Corporate Finance authorising SunTrust to act as investment banker on its behalf
in connection with the acquisition of Horace Small for a consideration of $475,000.

(2) Dickies Acquisition. On 26th June, 1989, R & R Uniforms, Inc. entered into an agieoment to
acquire for a consideration of approximately $3,250,000 almost all the assets of Factory Sales
Company, a division of Dickies Industrial Services, Inc. whichincluded sales operations in Dallas,
Houston and San Antonio, Texas.

(8) J & D Acquisition. With effect from and on 1st January 1989, R & R Uniforms of Florida, Inc,
entered into an agreement to acquire all the inventory and certain fixed assets of J & D Uniforms,
Inc. in consideration of $610,0C0.

13. UK Taxation of Dividends

The Company is not required to withhold tax at source but, when paying a dividend, the Company
may have to remit to the Inland Revenue an amount. of advance corporation tax (*ACT") at a rate
which is related to the basic rate of income tax and is carrently 25/75ths of the dividend paid.
Accordingly, the ACT related to a dividend currently equals 25 per cent, of the surn of the cash dividend
plus the ACT. .

For sharcholders resident in the United Kingdom, the ACT paid is available as a tax credit, which
individual sharcholders who are so resident may set off »gainst their total income tax liability or,
in appropriate cases, reclaim in cash. A United Kingdom resident corporate shareholder will not be
liable to United Kingdom corporation tax on any dividend received and will be able to treat any
dividend and the related tax credit as franked investment income,

Whether holders of shares in the Company who are resident in countriesother than the United Kingdom
are entitled to a payment from the Inland Revenue of a proportion of the tax credit in respact of
dividends on such shares depends in general upon the provisions of any double tax convention or
agreemnent which exists between such countries and the United Kingdom. Persons whoare not resident
in the United Kingdom should consult their own tax advisers on the possible application of such
provisions, the procedure for claiming payment and what relief or credit may be claimed in the
jurisdiction in which chey are resident for such tax credit.

14. Litigation

No member of the Enlarged Group is engaged in any litigation or arbitration proceedings, and no
liigation, arbitration or claim isknown to the Directors to be pending or threatened against the Enlarged
Group, which may have, or has had during the 12 months prior to the date hereof, a significant effect
on the Enlarged Group's financial position.
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General

Save as disclosed in Part I there has been no significant change in the trading or financial position
of Amercotur and its subsidiaries since 8 1st December 1989 or in the trading or financial position
of Horace Small since 31st December 1989,

Arthur Andersen & Co. has given ard has not withdrawn its written consent to the issue of this
document with the inclusion herein of its report with the references thereto and to its name,
in the form and context in which they appear.

Price Waterhouse has given and has not withdrawn its waitten consent to the issue of this document
with the inclusion herein of its report with, the references thereto and to its name, in the form
and context in which they appear.

Smith New Court has given and has not withdrawn its written consent to the issue of this document
with the inclusion herein of its name in the form and context in which it appears.

The costs and expenses associated with the Acquisition, the Rights Issue and the Subscription
payable by the Company are estimated te amount to approximately £1.7 million.

Price Waterhouse, Chartered Accountants, of Southwark Towers, 32 London Bridge Street,
London SE1 95Y has audited the accounts of Amercoeur for each of the three periods ended
31st December 1989, For each of these three periods Price Waterhouse has made a report on
the accounts of the Company which was an unqualified report within the meaning of section
271 of the Companies Act 1985. Full accounts for the twe pericds ended 31st December 1987
and 1988 have been delivered to the Registrar of Companies. Full accounts for the period to
31st Decemnber 1989 will be delivered in due course. The summarised financial information set
ocut in this document does not amount to full accounts within che meaning of section 255(3) of
the Companies Act 1985,

The auditors, Price Waterhouse, are not secking re-appoiniment. A resolution for the appointment
of Arthur Andersen & Co. as auditors will be proposed at the forthcoming AGM,

Documents available for inspection

Copies of the following docurnents will be available for inspection at the offices of Ashurst Morris
Crisp at Broadwalk House, 5 Appold Street, London EC2A 2H.4 during usual business hours {Sawrdays,
Sundays, and Bank Holidays excepted) up to and including 24th May 1990,
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the existing Memorandum and Articles of Association of the Company;
the audited consolidated accounts of Amercoeur for the three periods eiided 31st December 1989;

the Arthur Andersen & Co, Accountants’ Report on Horace Small and the related statemnent
of adjustments thereto;

the Price Waterhouse Accountants’ Report on Amercoeur;

the audited consolidated accounts of Horace Small for the three years ended S1st becember 1989;
the employment agreements referred to in paragraph 7 of Part VI;

the material contracts referred to in paragraph 12 of Part VI;

the written consents referred to in paragraphs 15(b), (c) and (d);

the draft yules of the US Stock Option Plan and the UK Share Option Scheme:;

the Circuiar dated 28rd November 1989;

the Circular dated 10th April 1990;

Working Capital letter;

Reporting Accountants’ letters;

the Memorandum aud Articles of Association of the Company as to be altered pursuant to
Resolutions Nos, 1 and 4 to be proposed at the EGM;

waivers of options by existing oprionholders to effect the termination of allocations referred to
in paragraph 10 of Part VI

Dated 10th April 1990, /
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