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Preliminary

1 Save as heremafter provided and except where the same are vaned by or
mconsistent with these Articles the Regulations contained 1n Table A 1n the
Companes (Table A to F} Regulations 1985 (hereinafter referred to as "Table
A") shall apply to the Company Regulation 24, Regulation 34, Regulation 64
and Regulation 103 shall not apply to the Company. In case of any
mconsistency between these Articles and any Regulations of Table A, the
provisions of these Articles shall apply

Definitions
2 In these Articles, the words standing 1n the first column of the following table
shall bear the meanings set opposite them respectively 1n the second column
thereof
Words Meanings
"The Act” means the Companies Act 1985 (and
every statutory re-enactment thereof of
mod:fication thereto for the time being 1n
force),
"Baxi Trust" means the Trust No 2 as defined mn and

amended by the Baxi Partnership
Limuted Trusts Act 2000,




"Baxi Trustees"

"Employee"

"Employee Trust"

"Employee Trustees"

"The Boeard"

"Growth Shares”

"Ordinary Shares"

"Possible Matter for Referral”

"the Profit Sharing Scheme”

means the trustees or trustee for the time
being of the Baxi Trust,

means any person who 1s a director or
employed by the Company or any
Subsidiary thereof,

means a trust established by the
Company or any subsidiary of the
Company for the benefit inter alia, of all
or any of the Employees and fanner
Employees and, without prejudice to the
generality of the foregomng, each of the
following (as from time to time amended
and 1n force) 1s an Employee Trust

(a) the Baxi Trust,
(b) the Profit Sharing Scheme, and

(c) the Baxi Partnership Limited
Employee Benefit Trust
established by a Trust Deed
dated 15th November 1990.

means the trustees for the time being of
an Employee Trust and "Employee
Trustee" means anyone of such trustees,

means the board of directors of the
Company or, a duly constituted
committee thereof,

has the meaning set out in Article 3,
has the meaning set out in Article 3,

means business transacted or to be
transacted by the Directors concerming a
policy of action by the Company which
results. 1s intended to result or might
result in 1nvolving the Company or any
subsidiary of the Company 1n any of the
matters referred to 1n sub-clauses 2 7(a)-
(k) (inclusive) of the Baxa Trust.

means the Baxi Parnership Limited
Profit Shaning Scheme established by a
Trust Deed dated 9th March 1984 (as




from time to time amended and in force),

and
"Sale Price" has the meaning set out in Article 11(3)
Share Capital
3 The authorised share capital of the Company at the date of adoption of this

Article 15 £1,200.000 divided into 40.204,073 Preference Shares of £1 each
("the Preference Shares") and 7,500,000 Ordinary Shares of 10 pence each
("the Ordinary Shares") and 4,795,927 growth shares of a penny each ("the
Growth Shares")

The profits of the Company which it shall be determined to distribute amongst
the Members shall be applied

)] Firstly, in utilising such part (including the whole) of the profits as the
Company 1n general meeting shall upon the recommendation of the
Directors from time to time determine 1n the payment of a dividend to
the holders of the Preference Shares in proportion to the capital paid up
on their respective Preference Shares, and

(2) Secondly, (whether or not a dividend 1s to be payable to the holders of
the Preference Shares under the provisions immediately preceding) in
utilising the balance (1f any) of the profits 1n the payment of a dividend
to the holders of the Ordinary Shares and the Growth Shares (pan
passu as 1f the same constituted one class of share) by reference to the
number of Ordinary Shares and / or Growth Shares held by them
respectively

On a return of capital, whether in a winding up or otherwise, the assets
available for distnbution amongst the Members shatl be applied, first in
repaying to the holders of the Preference Shares the capital paid up on each
such Preference Share and the balance of such assets shall belong to and be
distributed amongst the holders of the Ordinary Shares and the Growth Shares
(pan passu as if the same constituted one class of share) by reference to the
number of Ordinary Shares and / or Growth Shares held by them respectively

The Preference Shares shall not entitle the holders thereof to any further or
other participation 1n the profits or assets of the Company save as provided in
Articles 4 and 5 above

The shares in the capital of the Company (whether forming part of the
authornised share capital with which the Company 1s incorporated or not) shall
be under the control of the Directors who may (subject to Section 80 of the
Act and to paragraph (3) below) allot, grant options over or otherwise dispose
of the same, to such persons, on such terms and 1n such manner as they think
fit provided always that

(1) No share shall be allotted at a discount,
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2) In accordance with Section 91(1) of the Act, Sections 89(1) and 90(1)
to (6) (inclusive) of the Act shall not apply to the Company;

3) The Directors are generally and unconditionally authonised for the
purposes of Section 80 of the Act to exercise any power of the
Company to allot and grant nights to subscribe for or convert securities
into shares of the Company or otherwise dispose of the same at any
time or times during the penod of five years from the date of adoption
of these Articles and the Directors may, after that perniod allot any
shares or grant any such nghts under this authority 1n pursuance of an
offer or agreement so to do made by the Company within that period
The authority hereby given (subject to the said Section 80) may at any
time be renewed, revoked or vanied by Ordinary Resolution of the
Company 1n General Meeting

Subject to the provisions of Sections 125 and 126 of the Act whenever the
capital of the Company 1s divided into different classes of shares the special
nights attached to 'any class may be vaned or abrogated, either whilst the
Company 1s a going concern or during or in contemplation of a winding up,
with the consent in writing of the holders of three-fourths of the 1ssued 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 but not otherwise To
every such separate meeting all the provisions of these Articles relating to
General Meetings of the Company or to the proceedings thereat shall, mutatis
mutandis, apply, except that the necessary quorum shall be two persons at
least holding or representing by proxy one third in nominal amount of the
1ssued shares of the class (but so that if at any adjourned meeting of such
holders a quorum as above defined is not present those members who are
present shall be a quorum) and that the holders of shares of the class shall on a
poll have one vote 1n respect of every share of the class held by them
respectively

Regulation 8 of Table A shall be read and construed as if the words "(not
being a fully paid share)” were deleted therefrom and the lien conferred by the
said Regulation 8 shall attach to all shares registered in the name of any person
indebted or under liability to the Company whether he shall be the sole
registered holder thereof or shall be one or two or more joint hoiders

So long as any Growth Shares remain 1n 1ssue, following the approval by the
Board of the audited accounts for any financial year, the Board shall procure
that the Company’s auditors determine the Sale Price for Ordinary Shares and
Growth Shares (assuming for this purpose that the value of the Growth Shares
will not be affected by the provisions of Article 11(e}). In the event that the
auditors determine that the Sale Price for each Ordinary Share 1s the same as
each Growth Share, the Board may, by giving wntten notice to all the holders
of Growth Shares, reclassify all (and not some only) of the Growth Shares in
the 1ssued share capital of the Company as Ordinary Shares




Transfer of Shares
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(1)
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3)

(1

2)

(
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Save as heremnafter provided 1n this Article or Article 11 below 1t shall
be obhgatory for the Directors to refuse to register any transfer of any
share and Regulation 24 of Table A shall not apply to the Company

The Directors shall be obliged to register any duly executed
authenticated and stamped transfer of any share being

(a) a transfer to the Company pursuant to a purchase of own shares
made 1n accordance with the Act,

(b) a transfer by any Employee Trustee in his capacity as such to
any person who 1s or was an Employee or to the personal
representatives of such a person,

() a transfer by any person who 1s or was an Employee or by the
personal representatives of such a person to any Employee
Trustee 1n s capacity as such, and

(d) a transfer by any Employee Trustee 1n his capacity as such to
any other Employee Trustee (whether of the same or any other
Employee Trust) to be held in hus capacity as such

Any transfer of shares which the Directors are obliged to register in
accordance with Article 10(2) shall be so registered notwithstanding
that a Transfer Notice (as defined in Article 11(3)) or a Deemed
Transfer Notice (as defined 1n Article 11(4)) has previously been given
or been deemed to have been given to the Company m respect of such
shares

Other than 1n the case of a transfer permitted pursuant to Article 10(2)
hereof no share shall be transferred other than in the manner and at the
times set out in this Article 11

The Board shall at least once 1n each calendar year by notice in writing
(an "Invitation Notice") invite all members of the Company (other than
each of the Employee Trustees in their capacity as such) to inform the
Board whether any such member wishes to dispose of any of his shares
it the Company or the beneficial interest therein (the "Sale Shares")
PROVIDED THAT the Board shall not be obliged to 1ssue any
invitation m any calendar year unless the Board 1s satisfied that at least
one Employee Trust is willing and able to purchase at least some of the
shares in respect of which a Transfer Notice (as defined in Article 11
(3)) may be given pursuant to such invitation or 1n respect of which a
Deemed “Transfer Notice (as defined in Article 11(4)) has been
previously given

The Invitation Notice shall specify the prnice of each Sale Share
determined in accordance with Article 11(8) below (the "Sale Price")
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(3)

and the period being not less than 14 days nor more than 30 days after
the date of the Invitation Notice within which any member to whom
the Invitation Notice shall be addressed and who wishes to dispose of
any of his shares in the Company or the beneficial nterest therein (a
"Transferor") may give notice tn writing (a "Transfer Notice") to the
Company that he wishes to dispose of one or more of lus Sale Shares.

A Transfer Notice shall be deemed to have been given to the Company
(a "Deemed Transfer Notice") by any Transferor who purports to
transfer Sale Shares otherwise than 1n accordance with Article 10(2)
hereof without giving a Transfer Notice to the Company and, 1n those
circumstances the Deemed Transfer Notice shall -

(a) be deemed to apply to the number and class of Sale Shares
purported to have been transferred,

(b) constitute the Company with immediate effect as the agent of
the Transferor to offer for sale the Sale Shares in accordance
with this Article 11 at the Sale Price and upon the terms set out
in the next succeeding Invitation Notice following the
Company becoming aware of the purported transfer of the Sale
Shares by the Transferor and, if an or any of the Sale Shares
shall not have been sold as a consequence of such offer, to offer
them for sale in accordance with this Article 11 at the Sale
Price and upon the terms set out in the next succeeding
Invitation Notice and so on until all the Sale Shares shall have
been sold,

(c) entitle the Company to require immediate delivery to it of the
certificate for the Sale Shares,

(d) be wrrevocable, and

reference 1n this Article 11 to a Transfer Notice shall, where the
context admuts, include a reference to a Deemed Transfer Notice

Every Transfer Notice shall -

(a) constitute the Company the agent of the Transferor for the sale
of the Sale Shares 1n accordance waith this Ariicle 11 at the Sale
Price,

(b specify the number and class of Sale Shares, and

(©) be accompanted by the certificate for the Sale Shares

If the capital of the Company 1s divided into separate classes of shares

a separate Transfer Notice shall be given (or deemed to have been

given) for each such class of shares A Transfer Nouice shall not be
revocable except with the sanction of the directors
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(7)

(a) Within 7 days of the end of the period specified in the
Invitation Notice the Directors shall give notice 1n writing (an
"Offer Notice") of the details of the Transfer Notices received
offering the Sale Shares for sale to the Employee Trustees in
their capacity as such If there shall be competition between the
Employee Trustees for the Sale Shares offered, such Sale
Shares shall be allocated 1n such proportions as the Company
may mn its absolute discretion think fit

(b) If the Employee Trustees shall not have accepted for purchase
all ,of the Sale Shares offered, the Board shall. in 1ts discretion.
detern 1ilie which of the Sale Shares shall be sold and to which
of the Employee Trustees and shall notify each of the
Employee Trustees witling to purchase some or all of the Sale
Shares offered, i wniting, of the names of the Transferors and
of the respective numbers of Sale Shares to be sold by each of
such Transferors to such Empioyee Trustees as determined by
the Board in accordance with this paragraph and such
Transferors shall be obliged to sell and such Employee Trustees
shall be obliged to purchase the Sale Shares so notified

(c) If any of the Sale Shares shall not have been accepted for
purchase at the expration of the period of 7 days following the
service of the Offer Notice notification of such fact shall be
given 1 wntng thereafter by the Company to the Transferor
specifying the number of Sale Shares which shall not have been
so accepted ("the Unallocated Sale Shares™)

(d) Every Transter Notice shall constitute the Company the agent
of the Transferor for the sale of the Unallocated Sale Shares in
accordance with this Article 11 at the Sale Price and upon the
terms set out 1n the next succeeding Invitation Notice and so on
until all the Sale Shares shall have been sold

It the Transferor. after having become bound to transfer his shares as
aforesaid, makes default 1n transfernng the same the Company may
rece1ve the purchase money tendered by the relevant transferee and the
proposed Transferor shall be deemed to have appointed anyone
director or the Secretary of the Company as his agent to execute a
transfer of the shares which are the subject of the Transfer Notice to
the transferee and upon the execution of such transfer the Company
shall hold the purchase money n trust for the Transferor The receipt
of the Company for the purchase money shall be a good discharge to
the transferee and after his name has been entered on the Register of
Members in purported exercise of the powers conferred by this Article
11(7) the validity of the proceedings shall not be questioned by any
person




(8)

(a)

(b)

(c)

(d

In this Article 11(8), the foilowing words shall have the
following meanings

"Group Value" 15 the higher of
Net Assets
or
(3 x PBTCY) + (2 x PBTPY) + PBTPPY

"Net Assets" 1s the value of the net assets of the Company as
set out in the last set of audited statutory accounts of the
Company

"PBTCY" means the profit before tax as reported 1n the last set
of audited statutory accounts of the Company

"PBTPY" means the profit before tax as reported 1n the last set
of audited statutory accounts of the Company 1ssued prior to
the audited statutory accounts contaimng the PBTCY

"PBTPPY" means the profit before tax as reported n the last
set of audited statutory accounts of the Company 1ssued prior to
the audited statutory accounts containing the PBTPY

[f the Sale Shares are Ordinary Shares and there remain Growth
Shares 1n issue, the Sale Price per Ordinary Share shall be the
greater of

(1) the lesser of (1) the Net Assets, or (1) the value of the
net assets of the Company as at 31 December 2010 as
set out 1n the audited statutory accounts of the Company
for the financial year ending on that date plus 3%,
compounded each year, for cach calendar year that has
passed since 31 December 2010, or

(1) 50% of the Group Value,
divided by the number of Ordinary Shares 1n 1ssue

If the Sale Shares are Ordinary Shares and there are no Growth
Shares 1n 1ssue, the Sale Price per Ordinary Share shall be the
Group Value, divided by the number of Ordinary Shares in
185U€

Subject to the below paragraph (e), if the Sale Shares are
Growth Shares, the Sale Price per Growth Share shall be the
Group Value less the greater of the sum calculated under the
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(2)

above paragraph (b)(1) or paragraph (b){(11), divided by the
number of Growth Shares 1n 1ssue

(e) If any Sale Shares are Growth Shares and the relevant
Transferor in respect of those Growth Shares has held the
Growth Shares for less than five years, paragraph (d) shall not
apply to that Transferor’s Growth Shares and the Sale Price for
that Transferor’s Growth Shares shall be as follows

(1) if the Growth Shares were offered for sale by reason of
the Transferor ceasing to be an Employee by reason of
retirement or death, the Share Price shall be the price
calculated pursuant to the above paragraph (d) or such
lower price as may be agreed between the Board and the
Transferor, or

(1)  1f the Growth Shares were offered for sale for any
reason other than that specified in the above sub-
paragraph (1), the Share Price shall be the lower of the
price calculated pursuant to paragraph (d) or the
nominal value of the Growth Shares

This Article shall have effect as regards any member of the Company
who 15 an Employee PROVIDED THAT the provisions of this Article
12 shall not apply to any shares registered n the name of such
Employee 1n his capacity as an Employee Trustee

Subject to Article 12A, 1f such member shall cease for whatever reason
(including his death} to be an Employee then a Transfer Notice shall be
deemed upon such cessation to have been given to the Company in
relation to all of the shares in the capital of the Company registered 1n
his name at the date of such cessation (save as provided above) and the
provisions of Article 11 shall have effect as if such Transfer Notice so
deemed to have been given were a Deemed Transfer Notice within the
meaning of Article 11(4)

Where
() the provisions of Article 12(2) apply to a member, and

1) the member has ceased to be an Employee for any reason other
than gross musconduct (whether gross musconduct has taken
place will be determined solely by the Board), and

(©) the member holds any Growth Shares that he has held for less
than five years,

the Board may by wnitten notice 1ssued to the relevant member within
14 days of the member ceasing to be an Employee, cancel the Deemed
Transfer Notice (as defined in Article 11(4)) 1ssued by that member 1n




respect of any Growth Shares held by the member for less than five
years PROVIDED THAT after such cancellation, a Transfer Notice
shall be deemed to have been given 1n respect of each of the said
Growth Shares on the fifth anmversary of the member’s acquisition of
the said Growth Shares (which, for the avoidance of doubt, could mean
the 1ssuing of a number of Transfer Notices over time 1f the member
acquired Growth Shares on different dates) and the provisions of
Article 11 shall have effect as 1f such Transfer Notice so deemed to
have been given were a Deemed Transfer Notice within the meaning of
Article 11(4)

4] This Article shall have effect as regards any member of the Company
1n whose name any shares shall have been registered (whether upon
allotment or transfer) in pursuance of nghts or interests obtained by an
Employee (hereinafter in this article referred to as an "Ex-employee”
which expression shall extend to and include his Personal
Representatives) PROVIDED THAT the provisions of this Article 13
shall not apply to any shares registered in the name of such Ex-
Employee 1n his capacity as an Employee Trustee.

2) Immedsately upon such Ex-Employee becoming a member of the
Company a Transfer Notice shall be deemed to have been given to the
Company 1in respect of all of the shares 1n the capaital of the Company
then registered 1n his name (save as provided above) and the provisions
of Article 11 shall have effect as if such Transfer Notice so deemed to
have been given were a Deemed Transfer Notice within the meaning of
Article 11(4)

All share certificates 1ssued by the Company shail carry a legend indicating
that the transfer of shares in the Company 1s subject to restnctions

No share shall be registered in the names of joint holders other than the names
of any Employee Trustees in their capacity as such

Voting

(a) Subject to Article 16(b} and to any terms as to voting upon which any
shares may be 1ssued or may for the ume being be held, every Member
present 1n person or by proxy shall have one vote on a show of hands
and on a poll every Member present i person or by proxy and entitled
to vote shall have one vote for every share of which he 1s the holder
Provided always that the Preference Shares shall not confer on the
holders thereof the nght to attend or vote at any General Meeting of the
Company A member may appoint more than one proxy to attend on
the same occasion

L) Any corporation which 15 2 member of the Company may, by
resolution of 1ts directors or other governing body, authorise such
person as 1t thinks fit (or, if such corporation 1s an Employee Trust
acting 1n 1ts capacity as such, may authority more than one person)} to

10




Directors

17 (a)
(b)
(c)
(d)

act as 1ts representative (or representatives) at any meeting of the
Company, or at any separate meeting of the holders of any class of
shares The person (or persons) so authonsed shall be entitled to
exercise the same power on behalf of the corporation (as if the
corporation were a separate member n respect of that part of the
corporation’s holding to which the authorisation relates in the case of
an authorisation of more than one person) as the corporation could
exercise if’ 1t were an mdividual member of the Company and the
corporation shall for the purposes of these Articles be deemed to be
present 1n person at any such meeting if a person so authonsed 1s
present at 1t

Unless and until the Company m General Meeting shall otherwise
determine the number of Directors shall be not less than two nor more
than ten.

The Directors (other than alternate Directors) shall be entitled to
receive by way of fees for their services as Directors such sum as the
Board may from time to time determine (not exceeding £100,000 per
annum or such other sum as the Company in general meeting shall
from time to time determine) Such sum (unless otherwise directed by
the resolution of the Company by which 1t 1s voted) shall be divided
among the Directors in such proportions and i such manner as the
Board may determine or, in default of such determmation, equally
{except that in such event any Director holding office for less than the
whole of the relevant period 1n respect of which the fees are paid shall
only rank 1n such division 1n proportion to the time during such period
for which he holds office) Any fees payable pursuant to this Article
shall be distinct from any salary, remuneration or other amounts
payable to a Director pursuant to any other provisions of these Articles
and shall accrue from day to day

All Directors shall be subject to retirement by rotation icluding any
managing director and any director holding any other executive office
and the last sentence of Regulation 84 of Table A shall not apply to the
Company

The Dircctors, for so long as the Baxi Trustees hold any share 1n the
capital of the Company, must notify the Baxi Trustees of every
Possible Matter for Referral and provide all information and advice as
the Bax: Trustees may reasonably require in respect of each such
Possible Matter for Referral The Baxi Trustees shall identify which, if
any, Possible Matter for Referral should be a matter referred to the
Baxi Trustees for thewr consideration 1n accordance with the closing
paragraph of sub-clause 2 7 of the Baxi Trust and shall notify the
Directors of any matter so identified Unless a Possible Matter for
Referral 15 so 1dentified it may be treated by the Directors as a matter

11




which does not need to be referred to the Baxi Trustees for the
purposes of clauses 2 7 and 2 8 of the Baxi Trust

Financial Assistance

18

Save to the extent prohibited by the Act or otherwise by law the Company
shall be entitled. subject to and in accordance with the provisions of the Act, to
give financial assistance directly or indirectly for the purpose of the
acquisition or proposed acquisition of any shares in the Company or any
company of which 1t ts a subsidiary company or for the purpose of reducing or
discharging any liability incurred by any person for the purpose of acquiring
any shares in the Company or any company of which it 1s a subsidiary

Purchase of Own Shares

19 Subject to the provisions of the Act the Company may purchase 1ts own shares
and may make a payment 1n respect of the redemption or purchase of its own
shares otherwise than out of distributable profits of the Company or the
proceeds of a fresh 1ssue of shares

Dividends

20 The Directors may from time to time pay to the members holding Ordinary

Shares or Growth Shares such interim dividends as appear to the Directors to
be justified by the profits of the Company Regulation 103 of Table A shall not
apply to the Company

12




