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THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. If you are
in any doubt as to the action you should take, you should immediately seek your own
personal financiai advice from your stockbroker, bank manager, solicitor, accountant or
other independent professional adviser duly authorised under the Financial Services Act
1986.

if you have sold or transferred all your ordinary shares in GWR Group plc (other than ex-rights) or your
shares in East Anglian Radio plc, you should forward this document o the purchaser or transferee or
to the stockbroker, bank or other agent through whom the sale or transfer was effected for transmission
to the purchaser or transferee.

This document, which comprises a prospectus and listing particulars relating to GWR Group pic has
been prepared in accordance with Part IV of the Financial Services Act 1986 and the Listing Rules made
thereunder. A copy of this document has been defivered to the Registrar of Companies in England and
Wales for registration in accordance with sections 149 and 154A of that Act.

Hambros {which is regulated by The Securities and Futures Authority Limited) is acting exclusively for
GWR Group plc in relation to the Acquisitions and the Rights Issue and is not advising any other person
or treating any other person as its client in relation to the Acquisitions and/or the Rights Issue. Hambros
will not be responsible to any persons other than GWR Group plc for providing protections afforded to
its clients or advising them on the contents of this document or any matter referred to herein.

GWR Group plc

Recommended offer for East Anglian Radio PLC
Proposed acquisition of Radio New Zealand Limited
and

10 for 39 Rights Issue of i7,827,1 36 Stock Units

(automatically convertible into GWR Shares)

at 205p per Stock Unit payable in two instalments

Application has been made to the London Stock Exchange for the Stock Units, the Rights Shares and
the GWR Consideration Shares to be admitted to the Official List. It is expected that, in the case of the
Stock Units, admission will become effective and dealings will commence, nil paid, on 25th March,
1996. It is expected that, in the case of the GWR Consideration Shares, admission will become effective
and dealings will commence on the first dealing day following the day on which the East Anglian Radio
Offer bacomes or is declared otherwise unconditional in all respects.

The latest time for acceptance and payment of the First Instalment is 12.00 midnight on 16th
April, 1996, The procedure for acceptance and payment is set out in Part lll of this document
and in the Provisional Allotment Letter.
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DEFINITIONS

The following definitions apply throughout this document and the Provisional Allotment Letter unless the

context requires otherwise:

“Acquisitions”

"Act”
“Capital Radio”

“Chiltern stations”
“Circular”

*Conversion Date”

"Conversion Rate”

“Deed Poll”

“Directors” or “Board”
“East Anglian Radio”

“East Anglian Radio Group”
“East Anglian Radio Offer”

“East Anglian Radio Offer
Resolution”

“East Anglian Radio Shares”

“East Anglian Radio
Shareholders”

“East Anglian Radio Share

Options”

“Enlarged Group”

“Extraordinary General
Meeting”

“First Instaiment”

“Form of Acceptance”

“GWR" or “Company”
“GWR Consideration Shares”

"GWR Group” or “Group”

“GWR Shares”
“GWR Shareholders”

the BNZ Acquisition and the proposed acqguisition of East Anglian Radio
by GWR pursuant o the East Anglian Radio Offer

Companies Act 1985

Capital Radio PLC or, where the context requires, one_or more of its
subsidiary undertakings

the radio stations operated by Chiltern Radio PLC
the circular to GWR Shareholders dated 22nd March, 1996

7.00 am (London time) on (a} the business day immediately following the
Second instalment Payment Date or (b} in relation to Stock Units for
which payment of the Second Instalment is accepted late by the
Company. the business day following the date of such payment or (¢) if
the Second Instalment is cancelled or in certain other circumstances
specified in the Deed Poll, the time and date ascertained in accordance
with the provisions of the Deed Poll

a rate of one new GWR Share for each fully paid Stock Unit in issue on
the Conversion Date, as adjusted from time to time in the circumstances
referred to and in the manner provided in the Deed Poll

the deed poll made by the Company constituting the Stock dated
22nd March, 1996

the directors of the Company
East Anglian Radio PLC
East Anglian Radio and its subsidiary undertakings

the recommended offer by Hambros on behalf of GWR to acquire the
whole of the issued and to be issued share capital of East Anglian Radio
as described in Part § of this document

the ordinary resolution to be proposed at the Extraordinary General
Meeting in respect of the East Anglian Radio Cffer

ordinary shares of 25p each in the capital of East Anglian Radio
holders of East Anglian Radio Shares

options cutstanding under the East Anglian Radio PLC Employee Share
Option Scheme and under the agreement between East Anglian Radio
and GR Stuart

the Group as enlarged by the Acquisitions

the extraordinary general meeting of the Cornpany convened for 10.30
a.m. on 9th April, 1998, notice of which is set out in the Circular, or any
adjournment thereof

the initial instalment of 74p payable on acceptance in respect of each
Stock Unit

the form of acceptance and authority relating to the East Anglian Radio
Offer

GWR Group plc

the new GWR Shares to be issued credited as fully paid pursuant to the
East Anglian Radio Offer

the Company and its subsidiary and associated undertakings at the
date of this document

ordinary shares of 5p each in GWR
holders of GWR Shares




"GWR South stations”
“Hambros”
“Harmsworth Media”
“Independent Directors”
*James Capel”

“Kiwi Share”

“Listing Rules”

“London News Radio”
“l.ondon Stock Exchange”
“Midlands stations™

-

“Mid Anglian stations”

"NewCo"

"New Zealand Government”

“New Zealand Institutions”
*Offer Document”

“Official List”
“Prospect Acqguisition”
“Prospect Group™ or “Prospect”

“Provisional Allotment  Letters”

*Qualifying Shareholders”

“RAJAR/RSL"
“RNZ”
*RNZ Acquisition”

“RNZ Acquisition Agreement”

"RNZ Resolution”

“Receiving Bank”

the radio stations cperated by GWR {(West) Limited, Wiltshire Radic plc,
Thames Vailey Broadcasting ple, Two Counties Radic Limited and Isle of
Wight Radio Limited

Hambros Bank Limited

Harmsworth Media Limited, a whelly-owned subsidiary of Daily Mail &
General Trust plc

the directors of East Anglian Radio other than Mr. C. Cox who is an
employee of Harmsworth Media, which is a substantial shareholder in
both GWR and East Anglian Radio

James Capst & Co. Limited

the one ordinary share of NZ§1 in RNZ 1o be retained by the New
Zeatand Government pursuant to the BNZ Acquisition

the listing rules and regulations made by the London Stock Exchange
under the Financial Services Act 1986

London News Radio Umited
London Stock Exchange Limited

the radio stations operated by Beacon Broadcasting Limited, Radio
Trent Limited, Leicester Sound Limited, Mercia Sound Uimited and RAM
FM Limited

the radio stations operated by Hereward Radio Limited, Mid Anglian
Radio ple and Cambridge and Newmarket FM Limited

a company that it is intended will acquire RNZ

Her Maesty the Queen in right of New Zealand acting by and through
Her Minister of Finance and Her Minister for State-Owned Enterprise

the institutions referred to on page 6 of this document

the offer document dated 22nd March, 1996 setting out the terms and
conditions of the East Anglian Radio Offer

the Official List of the London Stock Exchange

the acquisition of the entire issued share capital of each member of the
Prospect Group and of certain related assets by members of the GWR
Group on 15th March, 1996 as described in Part X of this document

Prospect Limited, Primedia Auckland Limited, Primedia Hamitton
Limited, Look Qutdoor Limited, Median Limited, Arrow Limited, Ran
Lirited, IRN Limited, Studio Time Limited, Graphics Outdcor Limited
and Primedia Limited

the rencunceable provisional allotment letters in respect of Stock
Units

those holders of GWR Shares on the register of members of GWR at the
close of business on the Record Date who are entitfed to subscribe for
Stock Units in accordance with the terms set out in this document and
the Provisional Allotment Letter

Radio Joint Audience Research Limited/Research Services Limited
Radio New Zealand Limited

the proposed acquisition of RNZ as described in Parts | and IV of this
docurmnent

the conditional agreement pursttant to which GWR or its nominee (in
accordance with the terms thereof) will acquire the entire issued share
capital of BNZ (other than the Kiwi Share} if the New Zealand
Government accepts the Tender Offer

the ordinary resolution to be proposed at the Extraordinary General
Meeting in respect of the RNZ Acquisition and the authorities necessary
to enable the Company to satisfy entitiements to Rights Shares in the
avent the Second Instalment is not cancelled

The Royal Bank of Scotland plc, Registrar's Departrment, New Issues
Section




“Record Date”
“Rights Issue” or “Issue”

“Rights Shares”
“Second Instalment”
"Second Instalment Notice”

“Second Instalment Payment
Date”

“Securities Act”
“Share Options”
“Share Option Schemes”

"Stock”

“Stockholders”
“Stock Unit”
“Subscription Price”
“Tender Offer”

“Underwriting Agreement”

“United Kingdoem” or “UK"
“United States” or “US”

18th March, 1996

the proposed issue by way of rights of 17,827,136 Stock Units to
Qualifying Shareholders on the terms and subject to the conditions set
out in Part Hl of this document

the new GWR Shares to be issued on conversion of the Stock in
accordance with the terms of the Deed Poli

the final instalment of up to 131p payable, subject to the conditions set
out in the Deed Pall, in respect of each Stock Unit

the notice to Stockholders requiring payment of the Second
Instalment

the date on which the Second Instalment becomes due and payable, as
set out in the Deed Poll

the United States Securities Act of 1933 {as amended)
share options outstanding under the Share Option Schemes

the GWR 1995 Executive Share Option Scheme and the GWR 1995
Savings-Related Share Option Scheme

the E£891,356.80 convertible subordinated unsecured loan stock
1996/2001 of GWR, constituted by the Deed Poll, which is to be offered
pursuant to the Rights Issue

the holders of Stock
a unit of Stock of 5p nominal value
205p per Stock Unit, payable in two instalments

the offer by GWR to acquire from the New Zealand Government the
whole of the share capital of RNZ, except for the Kiwi Share

the underwriting agreement dated 22nd March, 1996 between GWR
and Hambros described in paragraph 7 of Part IX of this document

the United Kingdom of Great Britain and Northern treland

the United States of America, its territories and possessions, any state
of the United States of America, and the District of Columbia

In this document, unless otherwise specified:

except as noted below amounts in New Zealand dollars (*NZ$” or “$") have been translated into pounds
sterling (“€") at the reference rate of NZ$2.240 = £1, being the rate prevailing at the close of business in
London on 20th March, 1996 {being the latest practicable date prior t0 the posting of this document).

in respect of the financial information contained in this document the following NZ$:£ exchange rates have
been applied:

6 months to

31st

December,

1993/94 1994/95 1695

Average rate for profit and loss account 2.659 2.496 2.331
Closing rate for balance sheet 2.583 2.381 2.375

all financial information is derived from audited accounts.
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pART | General information

1. Introduction

The Boards of GWR and East Anglian Radio announced on 22nd March, 1996 the terms of a recommended offer
to be made by Hambros, on behalf of GWR, to acquire the whaole of the issued and to be issued share capitat of
East Angfian -Radio. The East Anglian Radio Offer values East Anglian Radio’s fully diluted share capital at
approximately £24.3 milion. The Board of GWR announced at the same time that GWR had submitted a
conditional offer to the New Zealand Government to acquire the whotle of the issued share capital of RNZ {other
than the Kiwi Share). The Board of GWR further announced at the same time an issue by way of rights of
17,827,136 Stock Units, automatically convertible into new GWR Shares. The Subscription Price for the Stock
Units is payable in two instalments equivalent to an aggregate price of 205p per new GWR Share. These two
instalments wiil together raise up to approximately £35.4 miflion (net of expenses).

2. Recommended Offer for East Anglian Radio

It was announced on 22nd March, 1996 that the Boards of GWR and East Anglian Radio had reached agreement
on the terms of a recommended offer to be made by Hambros, on behalf of GWR, to acquire the whole of the
issued and to be issued share capital of East Anglian Radio.

The consideration for the East Anglian Radio Offer is to be satisfied by the issue of GWR Consideration Shares. The
offer of 10.5541 GWR Consideration Shares for each East Anglian Radio Share values each East Anglian Radio
Share at £25.50 and the whole of the issued share capital of East Anglian Radio, assuming the exercise of the East
Anglian Share Options, at approximately £24.3 million (on the basis of the closing middle market price of 251p per
GWR Share on 21st March, 1996 {being the atest practicable date prior to the posting of this document) as
derived from the Daily Official List of the London Stock Exchange and the theoretical ex-rights price of 241.6p per
GWR share). Accepting Fast Anglian Radio Shareholders who validly accept the East Anglian Radio Offer may
accept £23.46 in cash per East Anglian Radio Share instead of all or some of the GWR Consideration Shares to
which they would otherwise have become entitied under the East Anglian Radio Offer. The cash alternative has
been partially underwritten by Hambros. The East Anglian Radio Offer is conditional, inter alia, upon the passing
of the East Anglian Radio Offer Resolution and the admission of the GWR Consideration Shares to the Official List
becoming effective.

Further information on the East Anglian Radio Offer is set out in Part Il of this document.

3. Information on East Anglian Radio

The principal business activity of the East Anglian Radio Group is the provision of commercial radio broadcasting
to the Norfolk, Suifolk and East Essex areas. ‘

For the year ended 30th September, 1995, the audited accounts of East Anglién Radio reported profits before tax
of £1.3 million {1994: £0.7 miilion) on turnover of £5.1 million {1984: £4.1 million). As at 30th September, 1985,
East Anglian Radio had net assets of £2.5 million.

4. The RNZ Acquisition

On 22nd March, 1996 the Board of GWR announced that GWR has submitted an offer to the New Zealand
Government to acquire the entire issued share capital of RNZ (other than the Kiwi Share), conditional on the
passing of the RNZ Resolution and the determination of the Maori legal proceedings referred to in paragraph 6
below. RNZ, whose principal activity is commercial radio broadcasting in New Zealand, is being sold by the New
Zealand Government by means of a competitive tender process. In order to safeguard its commercial interests in
the confidential competitive tender process, the Company is not publishing the price submitted in the Tender Offer
but can state that this price does not exceed NZ$85 million (£37.9 million). If the Tender Offer is successfuli it is
proposed that RNZ be purchased by NewCo, which it is intended will be owned 75 per cent. by GWR and 25 per
cent, by New Zealand-based institutions, which have entered into non-binding commitments to subscribe for
shares in NewCo. In this case GWR will provide NewCo with funding for 75 per cent. of the consideration payable
for BNZ. Should some or all of the New Zealand Institutions not subscribe for shares in NewCo, then GWR will
subscribe for those shares itself and accordingiy will provide any additional consideration. It is anticipated that the
New Zealand Government will have announced the name of the successful bidder by not later than 16th April,
1996. .

The Second Instalment will only be cafled to the extent required by GWR to fund the RNZ Acquisition after taking
into account the contribution of the New Zealand Institutions towards the RNZ Acquisition and the ievel to which
GWR's contribution is funded from existing bank facilities.

5. Competition and overseas investment issues

GWR has received the following advice regarding the application of the New Zealand Commerce Act 1986
{("Commerce Act"} to the RNZ Acquisition.

The Commerce Act prohibits the acquiring of a dominant position in any market for goods or services in New
Zealand, or the strengthening of such a position, through the acquisition of assets or shares of a business. In a
situation where there is a risk that a proposed acquisition may create or strengthen a dominant position, clearance
from the New Zealand Commerce Commission (the “Commission”) will normally be sought, A clearance may be
aiven if the Commission is satisfied that the proposed acquisition will not result in the prohibited effect of acquiring
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or strengthening a dominant position in any market. While a clearance {which expires 12 months after it is given)
is in force, the statutory prohibition does not apply to the acquisition to which the clearance relates. Competition
issues may arise for GWR in relation to the RNZ Acquisition as it follows the recently announced Prospect
Acquisition and there would be an aggregation of the activities and market shares of RNZ and Prospect in those
markets in which they both operate.

The bare transfer of market dominance is not prohibited by the Commerce Act, and accordingly, clearance from
the Commission was not required for the Prospect Acquisition. If the Tender Offer is not accepted by the New
Zealand Government, no further action will be required under the Commerce Act in connection with Prospect by
reason of the acquisition of Prospect alone, although the trading activities of Prospect will continue to be subject
to the Trade Practices Provisions of the Commerce Act in the normal way.

A tender offer cannot be conditicnal on clearance from the Commission having been obtained. The successful
tenderer will be required to warrant that all necessary consents, including clearance from the Cornmission, have
been obtained. Whether a clearance for the RNZ Acquisition is obtained by GWR will depend essentially upon
what competition effects, the Commission determines, the RNZ Acquisition is likely to have on the market position
of GWR following the Prospect Acquisition, having regard to remaining competitors in affected markets and
barriers 10 entry to those markets. In giving clearance, the Commission may accept a written undertaking by the
applicant to dispose of specified assets or shares, if such disposition woutd remove the Commission’s competition
concerns about the proposed acquisition. GWR has indicated to the Commission that GWR would be prepared
to divest certain radio stations, together with the radio frequency licences which those stations require to operate,
as a condition of the Commission’s permitting the RNZ Acquisition to proceed.

Conditional clearance of the RNZ Acquisition has been given by the Commission on the basis of an undertaking
given by GWR to dispose of certain radio ticences which in the opinion of the Directors, are not material 1o the
business of RNZ as a whole.

NewCo has received the consent in principie of the Overseas Investment Commission of New Zealand to acquire
RNZ, provided GWR owns at least 75 per cent. of NewCo. If GWR's bid is successful, it will be necessary to make
a further application to the Overseas Investment Commission, advising of NewCo's structure and the
consideration payable, for final consent. Provided there is no material change in the structure of the NewCo or the
circumstances of GWR since the Overseas Investment Commission gave its consent in principle, GWR has been
advised that it will be a formality for NewCo to obtain a final consent for the RNZ Acquisition.

6. Maori claims under the Treaty of Waitangi

The Treaty of Waitangi was signed in 1840 between Maori and the Crown. The Treaty of Waitang comprises two
texts, an English and a Maori version. It is generally accepted that the Treaty of Waitangi, in return for the ceding
of sovereignty to the Queen of England, guaranteed that the Crown would protect Maori in the unqualified exercise
of chieftainship (possession and/or control) of their lands, villages and all their treasures. However, 10 date, the
Treaty has only been legally enforceable in New Zealand to the extent that it has been expressly referred to in
statute. The State Owned Enterprises Act 1986 is such a statute, section 9 providing that nothing in that Act shall
permit the Crown to act in a manner that is inconsistent with the principles of the Treaty of Waitangi. As a result of
a claim brought on behaif of Maori in reliance on section 9, the State Owned Enterprises Act was amended to
make provision for a memorial 1o be placed on the title of any land subject to a Maori claim that was transferred
to any state owned enterprise. Such a memorial warns prospective purchasers that the land may be the subject
of a resumptive order returmning the land to Maori ownership in the event of a successiul ¢laim to the Waitangi
Tribunal. The Waitangi Tribunal is a specialist statutory body established to enquire intc and make
recommendations in relation to Maori claims of breaches of the Treaty of Waitangi by the Crown,

RNZ is currently a state owned enterprise and, as such, the vast majority of the land that was transferred to RNZ
when it became a state owned enterprise is subject to memorials in relation to Maori claims made to the Waitangi
Triounal. As a result all those RNZ land titles which are encumbered by memorials may in the event of a successful
Maori claim be the subject of the recommendation from the Waitangi Tribunal that such land (which may include
buildings or structures on the land) be returned to Maori ownership. In that event, compensation is payable by the
Crown to the landowner based on the market value of the land that is resumed. It is not possible to rule out the
possibility of the Waitangi Tribunai making an order in the future that would have the effect of returning the land
owned by RNZ to Maori.

The protective mechanism of memorials under the State Owned Enterprises Act only applies to land and interests
in land, not other assets that may be transferred to a state owned enterprise. In relation to the transfer of assets
from the Crown to RNZ, proceedings were commenced by Maori in 1988 challenging the transfer in relation to
radio frequencies and radio frequency licences. The proceedings were based, inter afia, on the claim that the Maori
language is a treasure protected by the Treaty of Waitangi (consistent with an earlier finding of the Waitangi
Tribunal) and that that protection extended to Maori access to modern forms of communication such as radio and
television. That case was pursued from the High Court to the Court of Appeal and Privy Gouncil. Those Courts
declined to make orders preventing the transfer of assets from the Crown to RNZ. However, the Courts’ decisions
in that regard were influenced by assurances given by the Crown in the form of a Cabinet decision dated 15th July,
1991 to the effect that the Crown would take steps to protect, provide for and enhance the use of the Maori
language in relation to television. While it is arguable whether the Crown’s assurances in that regard created
enforceable legal obligations, the Privy Council commented that they are likely to constitute a legitimate
expectation which could form the basis of a claim by Maori if the matters detsiled in the Cabinet decision are not
fulfiled by the Crown,

There have been discussions between Maori and the Crown in relation to the sale of RNZ. However, those
discussions have not been to the satisfaction of Maori and proceedings were issued against the Crown and RNZ
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on 1st March, 1996 seeking orders preventing the sale of RNZ. Those proceedings are based, inter ajia, on the
allegation that the Crown has failed to fulfil the assurances contained in the Cabinet decision dated 15th July, 1991
which was made in the context of the earlier proceedings. While the Courts in the earlier decision were prepared
to allow the transfer of assets from the Grown to RNZ having regard o the Crown's assurances in relation 1o Maori
irterests in television, the current proceedings must be taken seriously given ihe aliegations in the statement of
claim and the Privy Counci's comments in refation to Maori's legitimate expectation arising from the Crown’s
assurances. The proceedings include an application for interim orders preventing the sale of RNZ pending a
substantive hearing, which application is to be heard on 25th March, 1996.

The RNZ Acquisition is conditional, inter alia, upon the Maori legal proceedings being withdrawn or determined, in
either case, in a way which satisfies the New Zealand Government that there no longer exists any realistic
impediment to settlement or the ownership, use or enjoyment by GWR of the shares in RNZ or by RNZ of its assets
or rights after settlernent.

7. The Rights Issue

In order to provide monies for use in or towards funding the RNZ Acquisition, to repay borrowings of £11 million
incurred to fund the acquisition of Prospect and to pay expenses incurred in connection with the Acquisitions and
Rights Issue, the Board of GWR further announced on 22nd March, 1996 an issue by way of rights of 17,827,136
Stock Units, automatically convertible into new GWR Shares, payable in two instalments equivalent to an
aggregate price of 205p per new GWR Share. The two instalments of the Rights Issue will together raise
approximately up to £35.4 million (net of expenses). It is proposed that the Second Instalment of the Rights lssue
will be used in or towards funding GWR's share of the cost to NewCo of acquiring BNZ. It is envisaged that this
Second Instalment will raise up to £23.4 million. The Second Instalment will only be called to the extent required
by GWR to fund the RNZ Acquisition after taking into account the contribution of the New Zealand Institutions
towards the RNZ Acguisition and the level to which GWR's contribution is funded from existing bank facilities.
Further information on the Rights Issue is set out in Part it of this document.

8. Current trading and prospects

The current year has started well for the GWR Group with revenues ahead of expectations and significantly ahead
of last year. Local sales for the four months to 31st January, 1996 are 15.3 per cent. higher than for the same
period in the previous year. National advertising sales for the same period are 26.2 per cent. higher than for the four
months to 31st January, 1995.

9. Broadcasting Legislation

Current broadcasting legislation provides to the effect that no group of companies or connected persons may hold
more than 35 local radio licences or, under a system by which points are ascribed to such licences, more than in
aggregate 15 per cent. of the total points in issue. Further points join the system as new licences are awarded.

Upon the East Anglian Radio Offer becoming or being declared unconditional in all respects, the Enlarged Group
waould hold 23 local radio licences. Depending on the total points in the system at that time, it appears likely that
the points ascribed to these licences would exceed the 15 per cent. maximum, albeit by less than half of one per
cent. In these circumstances, the Radio Authority has indicated that it would require GWR 1o take prompt steps
to come within the relevant ownership rules and that, subject to approval by members of the Radio Authority who
propose to consider the matter at their next meeting on 4th April, 1996, it is likely that a grace period for
compliance would be given. GWR has given the Radio Authority an assurance that it would take the necessary
steps within such a grace period and, subject to those steps being taken, the Radio Authority has confirmed that
it would not propose to take any action regarding either GWR's existing radio licences or those currently held by
East Anglian Radio.




PART [ Details of the East Anglian Radio Offer

1. The East Anglian Radio Offer

The Boards of GWR and East Anglian Radio announced on 22nd March, 1996 that agreement has been reached
on the terms of a recommended offer to be made by Hambros on behalf of GWR, to acquire the whole of the
issued and to be issued share capital of East Anglian Radio. The terms and conditions of the East Anglian Radio
Offer are contained in the Offer Document which was posted to East Anglian Radio Shareholders on 22nd March,
1996, The East Anglian Radio Offer has been made on the following basis:

for each East Anglian Radio Share 10.5541 GWR Consideration Shares
and so in proportion for any other number of East Anglian Radio Shares held.

Full acceptance of the East Anglian Radio Offer, assuming full exercise of the East Anglian Radio Share Options,
will require the issue of approximatety 10 miflion GWR Consideration Shares, representing approximately 10.3 per
cent. of the enlarged issued share capital of GWR following implementation of the East Anglian Radio Offer and
after the issue of the Rights Shares assuming payment of both instalments in respect of each Stock Unit is made.
On the same basis, but on the assumption that only the first instalment of 74p per Stock Unit is paid, such GWR
Consideration Shares would represent 11.7 per cent. of the enlarged issued share capital of GWR.

On the basis of the closing middle market price per GWR Share on 21st March, 1996 {the latest practicable date
prior to the posting of this document) as derived from the Daily Official List of the London Stock Exchange of 251p
and the theoretical ex-rights price of 241.6p per GWR Share, the East Anglian Radio Offer values each East
Angfian Fadio Share at £25.50 and the whole of the existing issued share capital of East Anglian Radio at
approximately £24.3 million, assuming full exercise of all East Anglian Radio Share Options.

Acceptances in respect of the East Anglian Radio Offer should be despatched as soon as possible but in any event
50 as to be received not later than 3.00 p.m. on 12th April, 1996.

2. The Cash Alternative

East Anglian Radio Shareholders who validly accept the East Anglian Raclio Offer may accept cash instead of all
or any of the GWR Consideration Shares to which they would otherwise have become entitled under the East
Angtian Radio Offer. East Anglian Radio Shareholders who validly accept the cash alternative will receive:

for each East Anglian Radio Share £23.46 in cash

The cash alternative is being provided, as to £21.63 for each East Anglian Radio Share, by Hambros, and as to
£1.83 for each East Anglian Radio Share by GWR making cash payments out of its own resources.

Holders of 169,717 East Anglian Radio Shares have given irrevocable undertakings in respect of the whole of their
holdings not to accept the cash alternative other than in circumstances where they will be required to do so under
the East Anglian Radio Offer.

Full acceptance of the cash alternative (assuming the cash alternative is not accepted or deemed to be accepted
by those persons giving commitments under the irevocable undertakings received by GWR) would involve the
payment of approximately £18 million, assuming full exercise of the East Anglian Radio Share Options.

The cash alternative will remain open until 3.00 pm on 12th April, 1996. If the East Anglian Radio Offer
is then unconditional as to acceptances, the cash alternative wiil then close uniess otherwise required
by the City Code on Takeover and Mergers or unless GWR and Hambros in their absclute discretion
agree otherwise. If the East Anglian Radio Offer is not then unconditional and is extended beyond that time the
cash alternative may be extended. However, GWR and Hambros reserve the right at their discretion to close the
cash alternative on 12th April, 1996. If the cash alternative lapses or closes at a time when the East Anglian Radio
Offer rernains conditional as to acceptances, GWR and Hamlbyros reserve the right to reintroduce a cash alternative
as long as the East Anglian Radio Offer is still then conditional as to acceptances.

No acceptance of the cash alternative will be valid unless both a valid acceptance of the East Anglian Radio Offer
and a valid acceptance of the cash alternative, duly completed in all respects and accompanied by all relevant
share certificates and/or other documents of title, are duly received by 3.00 p.m. on 12th April, 1996 (or such later
date to which the cash alternative may be extended). The cash alternative is conditional upon the East Anglian
Radio Offer becoming or being declared unconditonat in all respects by 3.00 p.m. on 12th Aprit, 1996 or such later
time(s) and date{s) as GWR and Hambros may agree.

3. Conditions and further terms of the East Anglian Radio Offer

The East Anglian Radio Shares to be acquired pursuant to the East Anglian Radio Offer will be acquired free of all
liens, equities, charges and encumbrances, rights of pre-emption and any other third party rights of any nature and
together with all rights now or hereafter attaching thereto, including the right to all dividends and other distributions
declared, paid or made after 22nd March,1996 save, for the final dividend of 22.0p {nef) per East Anglian Radio
Share to be paid on 1st April, 1996 in respect of the year ended 30th September, 1995.
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The GWR Consideration Shares will be allotted credited as fully paid and will rank pari passu in all respects with
the existing GWR Shares save that they will not rank for the final dividend of 1.31p (net) to be paid on 6th April,
1996 in respect of the year ended 30th September, 1995 or for the Rights Issue. The GWR Consideration Shares
are 10 be created pursuant to the East Anglian Radio Offer Resolution.

Fractions of GWR Consideration Shares will not be ailotted or issued to persons accepting the East Anglian Radio
Offer and entitlements will be rounded down to the nearest whole number of GWR Consideration Shares.
Fractional entitlements to GWR Consideration Shares will be aggregated and sold in the market and the net cash
proceeds distributed pro rata to persons accepting the East Anglian Radio Offer who are entitied thereto. However,
individual entitlements to amounts of less than £3.00 will not be paid to persons accepting the East Anglian Radio
Offer but will be retained for the benefit of the Company. Temporary documents of title will not be issued in respect
of the GWR Consideration Shares.

Application has been made to the London Stock Exchange for the GWR Consideration Shares to be admitted to
the Official List. The East Anglian Radio Offer is conditional, inter aia, on such admission and on the passing of the
East Anglian Radio Offer Resclution. lt is expected that certificates in respect of GWR Consideration Shares will be
despatched within 21 days from the later of the date on which the East Anglian Radio Offer becomes or is declared
wholly unconditional and the date of receipt of a vaiid and complete acceptance.

4. Irrevocables

GWR has received irrevocable undertakings from all the Independent Directors, undertaking to accept the East
Anglian Radio Offer in respect of their beneficial holdings, amounting, in aggregate, to 59,628 East Anglian Radio
Shares, representing approximately 6.4 per cent. of East Anglian Radio’s existing issued share capital. In addition
GWR has received irrevocable undertakings from Harmsworth Media and certain other Zast Anglian Radio
Shareholders to accept the East Anglian Radio Offer in respect of their beneficial holdings amounting, in
aggregate, to 531,869 East Anglian Radio Shares, representing approximately 57.3 per cent. of the existing issued
share capital of East Anglian Radio. Accordingly, GWR has received imevocable undertakings in respect of
approximaiely 63.8 per cent. of East Anglian Radio’s existing issued share capital. Holders of 169,717 East
Anglian Radio Shares have undertaken not to accept the cash alternative under the terms of some of these
imevocable undertakings other than in circumstances where they will be required to do so under the East Anglian
Radio Offer.

5. United Kingdom taxation
General

The following statements are intended as a general guide to the position under current United Kingdom law and
Inland Revenue practice as at the date of this document and refate only to certain limited aspects of the taxation
position of East Anglian Radio Shareholders who hold their East Anglian Radio Shares as an investment and who
are resident in the United Kingdom for taxation purposes. The taxation position of special classes of taxpayers
such as banks, insurance companies and collective investrment schemes is not considered below.

Taxation of capital gains

Liability to United Kingdom taxation of chargeable gains will depend on an East Anglian Radic Shareholder's
circumstances and on the form of consideration received. To the extent that an East Anglian Radio Shareholder
receives GWR Consideration Shares under the East Anglian Radio Offer, he will not be treated as having made a
disposal of his East Anglian Radio Shares for the purposes of United Kingdom taxation of chargeable gains. Any
gain or loss which would otherwise have arisen on a disposal of his East Anglian Radio Shares will be “rolled over”
into the GWR Consideration Shares so that the GWR Caonsideration Shares will be treated as the same asset as
his original East Anglian Radio Shares and therefore as acquired at the same time as, and based upon the value
at which, those East Anglian Radio Shares were acquired. A subsequent disposal of some or all of such GWR
Consideration Shares may give fise to a liability to United Kingdom taxation on any chargeable gain.

In certain circumstances the treatment outlined above might not apply to East Anglian Radio Shareholders who,
alone or together with persons connected with them, hold more than five per cent. of the issued share capital of
East Anglian Radio. Such persons are advised that clearance has been given by the Inland Revenue under section
138 of the Taxation of Chargeable Gains Act 1992 in respect of the East Anglian Radio Offer which confirms that
the treatment outlined above will also be available to such East Anglian Radio Shareholders.

To the extent that an East Anglian Radio Shareholder receives cash by accepting the cash alternative, this will
constitute a disposal of his East Anglian Radio Shares for the purposes of the United Kingdom taxation of capital
gains. Such a disposal may, depending on the individual circumstances of the East Anglian Radio Shareholder,
give rise to a liability to United Kingdom taxation.

An East Anglian Radio Shareholder who is neither resident nor ordinarily resident in the United Kingdom for United
Kingdorn taxation purposes is not subject to United Kingdom taxation on capital gains unless he carries on a trade,
profession or vocation in the United Kingdom through a branch or agency to which East Anglian Radio Shares are
attributable.

Stamp duty and stamp duly reserve tax

No stamp duty or stamp duty reserve tax will be payable by East Anglian Radio Shareholders on the transfer of
East Anglian Radio Shares by East Anglian Radio Shareholders as a result of accepting the East Anglian Radio
Offer.

Any East Anglian Radio Shareholder or holder of East Anglian Radio Share Options who is in any doubt
about his own tax position, or is subject to taxation in a jurisdiction other than the United Kingdom,
should consult his independent professional adviser.
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PART Il petails of the Rights Issue

1. Terms of the Rights issue

Subject to the fulfiment of the conditions set out below, Qualifying Shareholders have been provisionally afiotted
Stock Units at a subscription price of 205p per Stock Unit, payable in two instalments on the following basis:

10 Stock Units for every 39 GWR Shares
held on the Record Date, and so in proportion for any greater or lesser number of GWR Shares held.

The attention of overseas shareholders is grawn to paragraph 8 of this Part Il which sets out restrictions applicable
to themn.

(@) Fracticnal entitements

Entitlements of Qualifying Shareholders have been rounded down to the nearest whole number of Stock
Units. Stock Units representing fractional entitlements have not been allotted to Qualifying Shareholders.
Qualifying Shareholders with 39 or fewer GWR Shares are not entitled to receive Stock Units and have not
been sent Provisional Allotment Letters.

{b} First and Second Instalments

The Stock will be issued at a subscription price of 205p per Stock Unit, payable in two instalments as
follows:

) the firstinstalment of 74p per Stock Unit, which is unconditional, will be payable on acceptance not later
than 12.00 midnight on 16th April, 1996 and will be payable irrespective of whether the RNZ Acqusition
proceeds; and

(i) the second instalment of up to 131p per Stock Unit is conditional upon the acceptance by the New
Zealand Government of the Tender Offer, the passing of the BNZ Resolution and the RNZ Acquisition
Agreement becoming otherwise unconditional, and will be payable, subject to the issue, and in
accordance with the terms, of the Second Instalment Notice.

{c) Cenditions
The Rights Issue is conditional upon:

) the admission of the Stock Units, nil paid, to the Official List becoming gffective by no later than 8.30 a.m.
on 25th March, 1996 (or such later time and/or date as may be agreed between the Company and
Hambros, being no later than 8.30 a.m. on 1st April, 1996); and

i) the Underwriting Agreement otherwise becoming unconditional in afl respects and not being terminated
in accordance with its terms.

The Rights Issue has been underwritten by Hambros save for 3,791,805 Stock Units which are the subject
of irrevocable undertakings to take up their rights received from Sharehoiders and Directors. Details of these
imevocable undertakings are contained in paragraph 9 of this Part il. Details of the Underwriting Agreement,
including the conditions thereof, are contained in paragraph 7 of Part IX of this document.

(d) Liability for payment of instaiments

The First Instalment is payable on acceptance. After 12.00 midnight on 16th March, 1996 the Stock, in its
partly paid form, will become registered. The Second Instalment will only become payable if the New Zealand
Government accepts the Tender Offer, the RNZ Resolution is passed and the RNZ Acquisition Agreement
becomes otherwise unconditional. If any of these events do not occur, then the Second Instalment will be
cancelled. If the Second Instalment is payable, the registered holder of the partly paid Stock Units at the time
payment is due will be the person liable to pay that instalment. On registration of a renunciation or of a transfer
of partly paid Stock Units, the liability to pay the Second Instalment will pass to the renouncee or transferee,
Stockholders will be given not less than 21 and not more than 60 days notice of the amount of the Second
Instalment and the Second Instalment Payment Date, which will not, in any event, be later than 22nd
September, 1996. Failure to pay the Second instaiment may, under the terms of the Deed Poll, result
in the partly paid Stock Units and the First Instalment thereon being forfeited as described in
paragraph 6 of Part VIl of this document.

{e) Interest and dividends

The Stock will not bear interest {except as described in paragraph 5 of Part VIt of this document). The GWR
Shares issued as a result of the conversion of the Stock Units will rank pari passu in all respects with and be
identical to the GWR Shares in issue at the Conversion Date, save that such shares will not carry the right to
receive the final dividend of 1.31p (net) in respect of the year ended 30th September, 1995. In the event that
the Conversion Date occurs after the record date for any such dividend or distribution then an equivalent
dividend or distribution will be paid, without interest, on the later of the payment date for such dividend or
distribution and 21 days after the Conversion Date to the holders of Rights Shares whose names appear in
the register of members at the close of business on the Conversion Date. Dealings in the Rights Shares are
expected to commence on the first business day following the Conversion Date.
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i Conversion

Stock Units will convert into new GWR Shares at the Conversion Rate on the Conversion Date. The
Conversion Rate, which is currently one new GWR Share for each fully paid Stock Unit (assuming a
subscription price of 205p), is subject to adjustment in certain circumstances as described in paragraph 4 of
Part VIl of this document. Fractions of Rights Shares wiil not be issued but will be aggregated and sold in the
market and the net proceeds distributed pro rata among the persons entitled thereto. Entitlernents of less
than £3.00 in respect of any one holding wili not be distributed but will be retained for the bensfit of the
Company. If the Second Instaiment is cancefled while the Stock is represented by Provisional Allotment
Letters such letters will be deemed to constitute an offer of ‘7, of the number of the Stock represented
thereby (rounded down to the nearest whole Stock Unit) and Provisional Allotment Letters representing the
Stock in respect of which the First Instalment has been paid before any such cancellation of the Second
instalment will be deemed to be fully paid as to the whole of such nominal value of the Stock to which such
letters are so deemed to reiate. If the Second Instalment is fess than 131p the partly paid Stock Units
registered in the name of a Stockholder will be consolidated into one fully paid Stock Unit for every 205p partly
paid Stock. Fractional entitiements arising on consolidation will be dealt with as described in paragraph 2 of
Part Vill of this document.

2. Provisional Allotment Letters

Provisional Allotment Letters which set out the holdings of GWR Shares on which Qualifying Shareholders’
entitlements under the Rights Issue are based and the number of Stock Units for which Quialifying Shareholders
are entitled to subscribe accompany the Circular. The Provisional Allotment Letters contain full details regarding
acceptance and payment, splitting, renunciation and registration.

3. Procedure for acceptance and payment

Qualifying Shareholders who wish to subscribe for their entitlements under the Rights Issue, in whole
or in part, must lodge the Provisional Allotment Letter in accordance with the instructions thereon,
together with a cheque or banker’s draft for the amount of the First Instalment payable on acceptance
in respect of the First Instalment, by post with The Royal Bank of Scotland plc, Registrar's Department,
New Issues Section, PO Box 859, Consort House, East Street, Bedminster, Bristol BS99 1XZ, or by hand
only (during normal business hours) to The Royal Bank of Scotiand plc, Registrar’'s Department, New
Issues Section, 5-10 Great Tower Street, London EC3P 3HX, to arrive as soon as possible, and in any
event so as to be received no later than 12.00 midnight on 16th April, 1996. A reply paid envelope is
enclosed.

Cheques or banker’s drafts must be made payable to “Royal Bank of Scotland plc — A/C GWR Group
plc” crossed “A/C Payee Only” and drawn in sterling on a bank or building society in the United
Kingdom which is either a settlement member of Cheque & Credit Clearing Company Limited or
CHAPS Clearing Company Limited or which has arranged for cheques and banker's drafts (as
appropriate) to be cleared through the facilities provided by those companies and must bear the
appropriate sort code in the top right hand corner. If the person making the payment is not the original
allottee he should insert the name and address of the paying agent in the space provided in Box 6 of the Provisional
Allotment Letter. Return of a Provisiona! Allotment Letter with the appropriate remittance will constitute awarranty
that all cheques (which the Company reserves the right to have represented on receipt) will be honoured on first
presentation. The Company may elect not to treat as valid any acceptances in respect of which cheques are
notified to it or its agent as not having been so honoured. The Company reserves the right to instruct the Receiving
Bank 10 seek special clearance of cheques and banker’s drafts to allow the Company to obtain value for
remittances at the earliest opportunity. Interest will not be paid on payments received before they are due, but will
accrue for the benefit of the Company. Eurocheques, unless drawn on a bank in the United Kingdom, will nat be
accepted.

The Company reserves the right {to be exercised only with the consent of Hambros), but shall not be obliged, to
accept (i) Provisional Allotment Letters and accompanying remittances which are received through the post no
later than 9.30 a.m. on April, 1996 (the cover bearing a legible postmark no later than 1 2.00 midnight on 16th Aprit,
1996) and (i} applications from authorised persons {as defined in the Financial Services Act 1986) in respect of
which remittances are received prior to 12.00 midnight on 16th April, 1996 specifying the Stock Units concerned
and undertakings to lodge the relevant Provisional Allotment Letter duly completed in due course.

The Company may (at its sole discretion) treat a Provisional Allotment Letter as valid and binding on a person(s) by
whom or on whose behalf it is lodged even if not completed in accordance with the relevant instruction or not
accompanied by a valid power of attorney when required.

The Money Laundering Regulations 1993 may require the Receiving Bank to establish the identity of any person
by whom, or on whose behalf, a Provisional Allotment Letter is lodged with payment. These requirements are
referred to in this paragraph 3 as the “verification of identity requirements”.

Each person (being a Qualifying Shareholder or a person in whose favour the Provisional Allotment Letter has been
renounced, and in either case referred to below as the “acceptor”) who, by lodging a Provisional Aflotment Letter
with payment accepts the allotment of Stock Units comprised in such Provisional Allotment Letter {the “relevant
Units”) and any agent lodging such a Provisional Allotment Letter on his behalf, shall thereby be deemed to agree
to provide the Receiving Bank and/or the Company with such information and other evidence (if any} as they or
either of them may require to satisfy the verification of identity requirements.

If the Receiving Bank determines that the verification of identity requirements apply to any acceptance of an
aliotment and the verification of identity requirements have not been satisfied by 12.00 midnight on 16th Agril,
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1996 the Company. may, in its absolute discretion and without prejudice to any other rights of the Company, either
(i) treat the acceptance as invalid, in which event the monies payable on acceptance of the rights to alletment wil
be returned without interest to the account of the drawee bank or building society from which such monies were
originally debited, or (i) make arrangements (in its absolute discretion as to manner, timing and terms} te sell the
relevant Stock Units and for that purpose the Company will be expressly authorised to act as agent of the
acceptor. Any proceeds of sale of the relevant Stock Units (net of expenses of sale, including value added tax)
which shall be issued to and registered in the name of the purchaser(s) will be held by the Company on trust for
the acceptor, subject to the requiraments of the Money Laundering Regulations 1993. The Receiving Bank is
entitled in its absolute discretion to determine whether the verification of identity requirements apply to any
acceptor or to any person on whose behalf the Receiving Bank considers that an acceptor may be acting and
whether such requirements have been satisfied, and neither nor the Company will be liable to any person for any
loss suffered or incurred as a result of the exercise of such discretion.

If the verification of identity requirements apply, failure to provide the necessary evidence of identity
may result in your acceptance being treated as invaiid or in delays in the despatch of a receipted
Provisional Allotment Letter and a partly paid Stock certificate.

The verification of identity requirements will not usually apply:

@) if the acceptor is an organisation required to comply with the Money Laundering Directive {the Council
Directive on prevention of the use of the financial system for the purpose of money laundering (no.
91/308/EEC));

(i) if the acceptor (not being an acceptor who delivers his acceptance in person) makes payrment by way of
a cheque drawn on an account in his name; or

i} i the aggregate subscription price for the relevant Units (at 208p per Unit) is less than £11,000.

Where the verification of identity requirements apply, the satisfaction of these requirements may be faciliated
in the following ways:

(A} if payment is made by building society cheque (not being a cheque drawn on an account of the acceptor)
or a banker's draft, the building society or bank should be requested to endorse on the cheque or drait
the acceptor's name and the number of an account held in the acceptor's name at such building society
or bank. Such endorsement must be validated by a stamp and an authorised signature;

B) if payment is not made by cheque drawn on an account in the name of the acceptar, the acceptor should
enclose with his Provisional Allotment Letter evidence of his name and address from an appropriate third
party, for example, a recent bill from a gas, electricity or telephone company or a bank statement, in each
case bearing the acceptor's name and address (oniginals of which documents {not copies) are required,
but will be returned in due course); or

(C) if the Provisional Allotment Letter is lodged with payment by an agent which is an organisation of the kind
referred to in (i) above or which is subject to anti-money laundering regulations in a country which is a
member of the Financial Action Task Force (the non-European Union members of which are Australia,
Canada, Hong Kong, lceland, Japan, New Zealand, Norway, Singapore, Switzerland, Turkey and the
United States) the agent should provide with the Provisional Allotment Letter written confirmation that it
has that status, and written assurance that it has obtained and recorded evidence of the identity of the
persons for whom it acts and that it will on demand make such evidence available to the Receiving Bank
or the relevant authority.

In order to confirm the acceptability of any written assurance referred to in {C) above or in any other case, the
acceptor should contact The Royal Bank of Scottand plc, Registrar’s Department, New Issues Section, PO Box
859, Consort House, East Street, Bedminster, Bristol BS99 1XZ.

I a Provisional Allotment Letter is defivered by hand by the acceptor in person, he should ensure that he has with
him evidence of his identity bearing his photograph {for example, his passport) and evidence of his address.

All queries in connection with Provisional Allotment Letters should be addressed to The Royal Bank of
Scotland pic, Registrar's Department, New Issues Section, PO Box 859, Consort House, East Street,
Bedminster, Bristol BS99 1XZ quoting the reference number on the Provisional Allotment Letter.

4. Dealings and Splitting

(a) Dealings in nil paid rights
Dealing on the London Stock Exchange in the rights to subscribe for the Stock Units provisionally altotted are
expected to commence, nit paid, at 8.30 a.m. on 25th March, 1996. A transfer of such rights in nil paid form,
without payment of the First Instalment of the Subscription Price for the Stock Units provisionally allotted, may
only be made by renunciation of the Provisional Allotment Letter or, in the case of the renouncee, by delivery
of such letter to the transferee, up to 12.00 midnight on 16th April, 1996. Instructions for the disposal of alt
or part of an entitlement to subscribe for Stock Units are set out in sub-paragraph (¢} below and in the
Provisional Allotment Letter.

{b) Dealings in partly paid Stock Units

Dealings in the Stock Units are expected to commence, partly paid, at 8.30 a.m. on 17th April, 1996. After
12.00 midnight on 16th April, 1996 and pending the issue of definitive Stock certificates, instruments of
transfer will be certified by the Company's registrars, The Royal Bank of Scotland plc, Securities Services —
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Registrars against lodgement of duly paid Provisional Allotment Letters or, in the case of nit paid renouncees,
against duly paid registration receipt forms ssuec by The Royal Bank of Scotland pic, Securities Services -
Registrars. Following the issue of definitive Stock certificates, the partly paid Stock Units wid be transferable
by written instrument of transfer in any usual or commen form.

i) Renunciation and splitting .

A Qualifying Sharehoider who wishes to rencunce the right to ali the Stock Uniis comprised in his Provisional
Allotment Letter must complete and sign Form X on such letter and deliver the entire Provisional Allotment
Letter to the transferee. or to the broker, bank or other agent acting for him in the transaction. Cnce a
Provisional Allotment Letter has been so renounced, it will become a negotiable instrument in bearer form and
the rights to the Stock Units comprised therein may be transferred by delivery of such letter to the transferee.
The latest time for registration of renunciation is 12.00 midnight on 16th April, 1996.

If a Qualifying Sharenholder wishes to have registered in his own name only some of the Stock Units to which
he is entitled and 1o transfer the remainder or to transfer all the Stock Units to different persons, he may have
the Provisional Allotment Letter spiit, for which purpose he must complete and sign Form X on the Provisional
Alloirent Letter. The letter must then be lodged by post or by hand onty {during normal business hours), with
The Royal Bank of Scotland ple, Registrar's Department, New Issues Section, 5-10 Great Tower Street,
London, EC3P 3HX, to be received no later than 3.00 p.m. on 12th April, 1996 to be cancelled and
exchanged for the spiit letters required. The number of split Provisional Allotment Letters required and the
number of Stock Units to be comprised in each should be stated in an accompanying letter. Form X on split
Provisional Allotment Letters will be marked “Original Duly Renounced” before issue.

(d) Registration in names of Qualifying Shareholders

A Qualifying Shareholder who wishes to have all his entitlement to Stock Units registered in his name must
accept and make payment for such aliotment in accordance with the provisions set out in the Provisional
Allotment Letter.

(e} Registration in names of persons other than Qualifying Shareholders

The person making the rencuncernent or his agent must complete Forms Y and Z on the Provisional Allotment
Letter and lodge the entire letter together with payment by post with The Royal Bank of Scotland pic,
Registrar's Department, New Issues Section, PO Box 859, Consort House, East Street Bedminster, Bristol,
BS99 1XZ or by hand only (during normal business hours) with The Royal Bank of Scotland plc, Registrar's
Department, New Issues Section, 5-10 Great Tower Street, London, EC3P 3HX, to be received no later than
12.00 midnight on 16th April, 1996.

i Documents cf title

Where the First Instaiment in respect of the Stock Units comprised in a Provisional Allotment Letter has been
paid in accordance with the provisions of sub-paragraph 1{b}{i) above, the Provisional Allotment Letter will be
returned 1o the person making the payment with the receipt at the foot thereof duly completed. Definitive
Stock certificates (partly paid) are expected to be despatched by post by 22nd April, 1996 to accepting
Qualifying Shareholders and nil paid renouncees or their agents {or, in the case of joint holdings, to the
first-named such person). After the despatch of Stock certificates, Provisional Allotment Letters will cease to
be valid for any purpose whatsoever. It is expected that definitive certificates in respect of the Rights Shares
will be despatched to the person entitled thereto within 14 days of the Conversion Date. After the despatch
of certificates for the Rights Shares, partly paid Stock certificates will cease to be valid for any purpose
whatsoever.

Particulars of the Stock are set out in Part VIil of this document.

(@ Governing law

The terms and conditions of the Rights Issue, as set out in this document and in the Provisional Aliotment
Letter, shall be governed by and construed in accordance with the laws of England.

(h} Posting
All documents, cheques and banker's drafts posted to or by the persons entitled thereto (or their agents, as
appropriate) will be posted at their risk.

5. Procedure in respect of rights not taken up

If a Qualifying Sharehalder does not wish to take up his entittement, he does not need to take any action. Save only
in the special circumstances described in paragraph 3 above, if payment of the First Instalment {whether by the
originat allottee or nil paid renouncee) is not received by 12.00 midnight on 16th April, 1996 in accordance with the
procedure for acceptance and payment of the First Instalment, the provisional allotment will be deemed to have
been declined and will lapse. Hambros will, as agent for the Company, instruct Jarmes Capel to endeavour o
procure, by no later than 3.00 p.m. on 18th April, 1896 subscribers for any Stock Units not taken up, if a price at
teast equal to the aggregate of the amount of the First Instalment and expenses of sale (including value added tax
if applicable) can be obtained. Notwithstanding the above, if at any time after 12.00 midnight on 16th April, 1996
Hambros has been informed by James Capel that, in its opinion, it is unlikely that subscribers can be procured on
the basis dascried above, Hambros shall be under no obligation to any persons to endeavour to procure
supscribers on such terms.

Stock Units for which subscribers are procured on this basis will be realfiotted to such subscribers on payment of
the amount of the First Instalment and the expenses of sale and the net proceeds after deduction of the amount
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of the First Instadment and expenses of sale will be paid (without interest) by cheque to the original provisional
allotiees who have not taken up their rights pro rata to their lapsed provisionai allotrents, except that individual
amounts of less than £3.00 will not be paid to such shareholders but will be aggregated and paid 1o the Company,
None of the Company, Hambros or any persons arranging or procuting any such transactions, shall be liable for
any loss or alleged loss arising from any insufficiency or alleged insufficiency of the price or irom the timing of any
such transactions or any decision not to endeavour to procure subscribers,

If subscribers for the Stock Units not taken up cannot be procurad on the basis described above, such Stock Units
will be reallotted to Hambros or any sub-underwriters.

6. The Share Option Schemes

In accordance with the rules of the Share Option Schemes. the Directars intend to make adjustrments to the
number of GWR Shares comprised in each outstanding ogtion, to the price at which such options may be
exercised and to the numerical limits imposed by the rules of each Share Option Scheme to take account of the
Rights Issue. Any such adjustments will be subject to written confirmation from the audiitors of the Company that
the adjustments are, in their opinion, fair and reascnable and may, where appropriate, be subject to prior United
Kingdom Inland Revenue approval. Holders of outstanding options will be informed individually of these
adjustments in due course.

7. United Kingdom taxation

The following paragraphs comprise only & guide to the current United Kingdom tax law and Inland Revenue
practice as at the date of this document. The comments are of a general nature and may not apply to certain
classes of shareholders, such as market makers, brokers, dealers, persons connected with depositary receipt
arrangements or clearance services or those who are not absolute beneficial owners of their shares.

(#) Tax on chargeable gains

() Forthe purposes of United Kingdom taxation on chargeable gains, the allotrment of the Stock Units (and
the canversion of Stock Units into GWR Shares) pursuant to the Rights Issue will be regarded as a
reorganisation of the share capital of the Company. Accordingly, a shareholder will not be treated as
making a disposal or part disposal of his existing holding of GWR Shares to the extent that he takes up
his rights to Stock Units. Instead, his existing GWR Shares and his Stock Units (and the GWR Shares into
which they convert) will be treated as the same asset, acquired at the time he acquired his existing GWR
Shares. The subscription moneys for the Stock Units will be added to the base cost of his existing
holding. However, for the purposes of calculating any indexation allowance, such subscription moneys
will only be taken into account from the month in which they are paid;

(i) ' ashareholder disposes of all or some of the Stock Units allotted to him, or his rights to them, or if he
allows or is deemed to have allowed his rights to lapse and receives a cash payment in respect of them,
he may, depending upon his circumstances, incur a liability to United Kingdom taxation on any gain
realised. If the proceeds resulting from a disposat or lapse of the rights are small (currently not more than
five per cent. of the market value on the date of disposal or lapse of the corresponding holding) the United
Kingdom Inland Revenue may, on a claim being made, allow the proceeds to be deducted from the
acquisition costs of the corresponding holding in computing the capital gain arising on any subsequent
disposat of GWR Shares;

(il the conversion of the Stock Units into GWR Shares will not give rise to a disbosal of the Stock Units for
the purposes of the taxation of chargeable gains in the United Kingdom; and

(iv) if a shareholder is neither resident nor ordinarily resident in the United Kingdom for tax purposes, he will
not normally be subject to United Kingdom taxation on chargeable gains except where he carries on a
trade, profession or vocation through a branch or agency in the United Kingdom to which the GWR
Shares are attributable.

The Stock Units will not constitute qualifying corporate bonds for the purposes of the Taxation of
Chargeable Gains Act 1992.

If the Second Instalment is less than 131p or is not called and the Stock Units are converted into GWR
Shares in accordance with the terms of the Deed Poll, a holder may become entitled to fractions of GWR
Shares. The proceeds of sale resulting from the sale of fractions will be distributed pro rata among the
persons entitied thereto (except that amounts less than £3.00 will be aggregated and retained for the
benefit of the Company) and the receipt of that cash by a holder of GWR Shares may be treated as a part
disposal for the purposes of United Kingdom tax on capital gains.

(b} Stamp duty and stamp duty reserve tax

)  No stamp cuty or stamp duty reserve tax (*SDRT") will be payable an the issue of Provisional Allotment
Letters or split Provisional Allotment Letters or on the issue or registration of the Stock Units or on the
conversion of the Stock Units into GWR Shares;

{i} the purchase of rights to Stock Units represented by Provisional Allotrnent Letters {whether nil paid or
partly paid) on or before the tatest time for registration of renunciation will not be liable to stamp duty, but
will generally be fiable to SDRT at the cument rate of 50p for every £100 or part thereof of the
consideration paid. Where such a purchase is effected through a stockbroker or financial intermediary,
that person should normally account for the liability to SDRT and should indicate that this has been done
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in any contract note issued to a purchaser. In other cases, the purchaser of the rights to the Stock Units
represented by a Provisional Allotment Letter is liable to pay the SDRT and must account for it to the
inland Revenue;

(i) no stamp duty or SDRT will be payabie on the registration of Provisional Allotment Letters, whether Dy the
original holders or their renouncees; and

fiv) the conveyance or transfer on sate of the Stock Units after the latest time for registration of renunciation
or of the GWR Shares into which they convert, will generally give rise to a liability on the purchaser to ad
valorermn stamp duty or (if an unconditional agreement to transfer such Stock Units or GWR Shares is not
completed by a duly stamped transfer within two months of the date of that unconditional agreement} to
SDRT generally in each case at the current rate of 50p for every £1C0 or part thereof of the consideration
paid.

Provisions in the Finance Bill 1996 make a number of proposed changes to stamp duty and stamp duty
reserve tax which would take effect from 1st July, 1996; in particular, the two-month “waiting period”
befcre a stamp duty reserve tax charge arises would be removed.

Taxation of dividends

The statements that follow assume that the Company will not elect to pay any foreign income
dividends under the provisions contained in the Finance Act 1994. The Directors have no present
intention of making any such election.

Under current United Kingdom tax legisiation, the Company is not required to withhold tax when paying a
dividend, but the Company is required to account to the Inland Revenue for advance corporation tax, the rate
of which is currently one quarter of the dividend. Shareholders resident in the United Kingdom for taxation
purposes (other than corporate shareholders) will generally be fiable to income tax on the aggregate amount
of the dividend and a tax credit equal to 25 per cent. of the dividend. For example, on a dividend of £80, the
tax credit would be £20 and the individual would be fiable to income tax on £100. The tax credit satisfies in
full the income tax liability in respect of the dividend for United Kingdom resident individual shareholders (and
the trustees of certain trusts) who are liable to income tax at the basic or lower rate only. Individual
shareholders resident in the United Kingdom whose income tax liability is less than the aggregate of the
amount of income tax deducted from other income paid to themand the tax credit in respect of dividends are
entitled to an appropriate repayment of tax. United Kingdom resident individual shareholders who are subject
to tax at the higher rate (currently, 40 per cent.) will have to account for additional tax to the extent that the tax
at such rate on the aggregate of the dividend and tax credit exceeds the tax credit. For example, on a dividend
of £80. such a taxpayer would have to account for additional tax of £20. For this purpose, dividends will be
treated as the top slice of the individual's income. United Kingdom resident trustees of discretionary trusts
liabte to account for income tax at a rate of 34 per cent. (with effect from 6th April, 1996) on trust income may
also be required to account for additional tax.

United Kingdom resident shareholders who are exempt from tax in respect of investment income are entitled
to repayment by the United Kingdom Inland Revenue of the tax credit in respect of dividends.

Subject to certain exceptions for some insurance companies, a United Kingdom resident corporate
shareholder will not generally be liable to corporation tax on any dividend received, and the dividend received
and related tax credit will normally constitute franked investment income.

individual shareholders who are citizens of member states in the European Economic Area should note that
provisions contained in the Finance Bill 1996 would, if enacted, automnatically allow citizens of these countries
a tax credit in respect of a dividend paid by the Company, or in certain circumnstances to obtain repayment in
full or in part of that tax credit. Subject to other speciat provisions which currently apply to Commonwealth
citizens, citizens of the Republic of Irefand, residents of the Isle of Man or the Channel Islands and certain
others, shareholders not resident in the United Kingdom are generally not entitled to the benefit of a tax credit
in respect of any dividend received. Such shareholders are treated as receiving gross income of an amount
which, when reduced by income tax at 20 per cent. is equal to the cash dividend. However, no assessment
is made on such shareholders in respect of lower or basic rate income and a non-resident individual’s liability,
if any, to pay income tax in respect of the gross income is limited to the excess of higher rate (currently, 40 per
cent.) over iower rate {currently, 20 per cent.) liability. in respect of dividends paid on or after 6th April, 1996,
this additional liability will not apply to dividends received by non-residents other than where, exceptionally, the
investrment is managed by a United Kingdom investment manager acting, broadly, on non-arm’s length
terms. Special rules apply to non-resident discretionary trusts in receipt of United Kingdom dividends.

An entitlement to a payment from the Inland Revenue of a proportion of the tax credit may be available to
some non-United Kingdom shareholders if there is an appropriate provision granting such entitement ina
double taxation agreement between the country where they are resident and the United Kingdom.
Non-United Kingdom resident shareholders may also be subject to tax on dividend income under any law to
which they are subject outside the United Kingdom.

Holders who are not resident in the United Kingdom for tax purposes should consuit their own tax advisers
concerning their tax liabilities on dividends received, whether they are entitied to claim any part of the tax credit
and, if so, the procedure for doing so.

(d) The Company is not at present a close company within the meaning of the UK Income and Corporation Taxes

Act 1988 and (on the basis of advice received) the Directors believe that it is unlikely to become one following
admission of the Stock Units, the Rights Shares and the GWR Consideration Shares to the Official List.
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Qualifying Shareholders who are in any doubt as to their tax position or who are subject to tax in a
jurisdiction other than the United Kingdom should consult an appropriate professional adviser without
delay.

8. Overseas shareholders

@

(b}

(c)

General

The making of the Rights Issue to persons who are resident in, or citizens of, countries other than the United
Kingdomn (“cverseas sharehoiders”) may be affected by the laws of the relevant jurisdictions.

Receipt of a Provisicnal Allotment Letter will not constitute an offer in those jurisdictions in which it would be
ilagal to make such an offer. No person receiving a copy of this document and/or a Provisional Allotment
Letter in any territory other than the United Kingdom may treat the same as constituting an offer or invitation
to him to subscribe, nor should he in any event use a Provisional Allotment Letter, unless in the relevant
territory such an offer or invitation could lawfully be made to him and the Provisional Allotment Letter can
lawfully be used without compliance with any registration or other legal or reguiatory requirements. in such
circumstances this document and the Provisional Allotrment Letter is sent for information only.

Any person outside the United Kingdom (including, without limitation nominees and trustees)
wishing to subscribe for any or all of the Stock Units comprised in a Provisional Allotment Letter
must satisfy himself as to the fuli observance of the laws of any relevant territory in connection
therewith, including obtaining all requisite governmental or other consents, observing all other
requisite formalities and paying all issue, transfer or other taxes due in such territory. Such
overseas shareholders should consult their professional adviser as to whether they require any
governmental or other consents or need to observe any other formalities to enable them to take up
or renounce the Stock Units provisionally allotted to them,

Persons (including, without limitation, nominees and trustees) receiving a Provisional Allotment Letter should
not distribute or send it into any jurisdiction where to do so would or might contravene local securities laws
or regulations. If a Provisionat Allotment Letter is received by a person in any such jurisdiction or by the agent
or nominee of such a person, he must not seek to take up Stock Units or renounce such Provisional Allotment
Letter except pursuant to an express agreement with the Company. Any person who does forward a
Provisional Allotment Letter into any such jurisdiction, whether pursuant 1o a legal obligation or otherwise,
should draw the attention of the recipient to the contents of this paragraph.

The Company reserves the right to treat a Provisional Allotment Letter as having been declined or to refuse
to register any purported renunciation of the rights represented thereby or to reject a purported acceptance
of a provisional allotment represented thereby from, or in favour of, Qualifying Shareholders in any such
jurisdiction or persons who are acquiring Stock Units for resale in any such jurisdiction.

In cases where due to restrictions set cut in this paragraph 8, overseas shareholders are not sent Provisional
Allotment Letters, such shareholders will have the benefit of the arrangements described in paragraph 5
above, whereby, Hambros will, as agent for the Company, instruct James Capel to endeavour to procure
subscribers for Stock Units not taken up, if a price at least equal to the amount of the First Instalment and
expenses of sale (including value added tax, if applicable) can be obtained. The net proceeds of sale (after
deduction of the amount of the First Instalment and the expenses of sale) will be paid to the original provisional
aliottees who have not taken up their rights pro rata to their lapsed provisional allotments, except that
individual amounts of less than £3.00 will not be paid to such shareholders but will be aggregated and paid
to the Company.

In cases where provisional allotments are made to overseas shareholders but may not be taken up because
of local securities laws and the restrictions set out in this paragraph 8, arrangements described in paragraph
5 above will apply.

All payments by overseas shareholders must be made strictly in accordance with paragraph 3 of
this Part lll.

Notice in London Gazette

In accordance with section 90(5) of the Companies Act 1985, the offer by way of rights to Qualifying
Shareholders who have no registered address within the United Kingdom, and who have not supplied to the
Company an address within the United Kingdom for the service of notices, will be made by the Company
publishing a notice in the London Gazette on 25th March, 1996 stating where copies of this document and
the Provisional Allotment Letter may be inspected or obtained on personal application by or on behalf of such
Qualifying Shareholders. Accordingly, such shareholders may accept the offer by way of rights by obtaining
copies of the Provisional Allotment Letter from the place stated in the notice and returning them in accordance
with the instructions set out therein (subject to surrendering any original Provisional Allotment Letters posted
to them).

United States

The Stock Units, the Rights Shares and the Provisional Allotment Letters have not been and wili not be
registered under the Securities Act, nor under the securities laws of any State of the United States, and,
except pursuant to an exemption from, or in a transaction not subject to, the registration requirerments of the
Securities Act, may not be offered, sold, taken up, renounced, delivered or transferred within the United
States.
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Accordingly, the Rights Issue is not betng made in the United States and Provisional Allotment Letters have
not been sent to GWR Sharehoiders with registered addresses in the United States.

Envelopes containing Provisional Allotment Letters should not be post marked in the United States or
otherwise despatched from the United States. All subscribers for Stock Units must provide an address for
registration outside the United States. Persons will be deemed to have declined their provisional allotments
or the provisional allotments that have been renounced to them if they submit a Provisional Allotiment Letter
in an envelope postmarked in the United States, provided an address in the United States for registration or
do not make the representation and warranty set out below.

To give effect to the foregoing restsictions, in order to take up any or all of his entitlement, each person
exercising rights to take up Stock Units (whether as an original allottee or as a renouncee requiring
registration) will be deemed to have made a representation and warranty to the following effect (except where,
in the absolute discretion of the Company, proof has been provided that completion of the Provisional
Allotment Letter will not result in contravention of any applicable legal requirement in any jurisdiction):

i that he is not (A} a person in the United States or (B) acting on a non-discretionary basis for the account
or benefit of a person in the United States; and

(i) that he is not subscribing for Stock Units with a view to the offer, sale, resale, transfer, delivery or
distribution, directly or indirectly, of any Stock Units to a person in the United States.

Australia and Canada

No prospectus in relation to the Stock Units or the Rights Shares has been lodged with, or registered by, the
Austratian Securities Commission. The relevant exermnptions have not been and will not be obtained from the
Securities Commission of any province or territory of Canada and no document in relation to the Stock Units
or tHe Rights Shares or the Provisional Allotment Letters has been registered under the relevant Canadian
securities laws. Accordingly, no Stock Units will be offered or sold directly or indirectly in Austrafia or Canada
pursuant to this document or the Provisional Allotment Letters.

Provisional Allotment Letters have not been sent to any person with a registered address in Australia or
Canada. In addition, the Company reserves the right to refuse any renunciation of a Provisional Allotment
Letter in favour of any person whose registered address is known to be in Australia or Canada.

The Company will not authorise the registration of any Stock Units in the name of a holder at an address in
Australia or Canada nor the delivery of definitive certificates for partly paid Stock Units or the Rights Shares
to an address in Australia or Canada nor such registration or defivery in the name of or to any person whom
the Company knows or reasonably believes to be resident in Australia or Canada or who is unable to make
the representation and warranty described below.

Each person lodging a Provisional Allotment Letter (whether for acceptance and payment or for registration)
shall in s0 doing be deemed 1o represent and warrant that:

() heis nota person resident in Australia or Canada and that he is not acquiring any Stock Units comprised
in the Provisional Allotment Letter for the account or benefit of any such person or with a view to the offer,
sale, resale, transfer, delivery or distribution in or into Australia or Canada; and

(i) he will not offer or sell directly or indirectly any of the Stock Units in Australia or Canada as part of the
distribution of the Stock Units.

9. Irrevocable undertakings

Harmsworth Media and European Media Associates Limited have given irrevocable undertakings in respect of
14,719,636 GWR Shares in aggregate {representing 21.17 per cent. of the existing issued share capital of GWR}
to subscribe in full for their respective entitements of Stock Units under the Rights Issue. imevocable undertakfings
have also been received from certain of the Directors to take up their entitlements under the Rights Issue in respect
of 491,092 GWR Shares. The remaining Directors will seli sufficient of their nil paid rights to enable them to
subscribe for the balance of their entitements under the Rights Issue.
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PART IV petails of the RNZ Acquisition

RNZ is owned by the New Zealand Government which is selling RNZ by means of a competitive tender process.
As part of the auction process GWR was reguired to agree a final form sale and purchase agreement 1o be
submitted with GWR’s final bid. The result of the form of the RNZ Acquisition Agreement having been agreed prior
to the bid being submitted is that the selection of the successful bidder will be based entirely on the price offered.
GWR submitted its final bid prior to the deadline of 5.00 pm New Zealand time on Friday 22nd March, 1996. GWR
will not be permitted to revise its bid price after this time. The bid made by GWR, if accepted by the New Zealand
Government, will be binding on GWR (subject to the conditionality of the RNZ Acquisition Agreement) and the
terms of the sale will be those contained in that agreement. RNZ's radio frequency licences expire in 2011. They
will be the subject of a competitive tender process before that date.

There follows a summary of the terms of the RNZ Acquisition Agreement as at 21st March, 1996 (being the latest
practicable date prior to the posting of this document).

The RNZ Acquisition Agreement is between (1) GWR (the “Purchaser”); and (2) Her Majesty the Queen in right of
New Zealand acting by and through her Minister of Finance and her Minister for State Owned Enterprises (the
“Seller”). Under the RNZ Acquisition Agreement the Seller will selt all but one of the shares (being the Kiwi Share}
comprised in the capital of RNZ (the “Shares”} for a consideration equal to the amount bid by the Purchaser as part
of the competitive tender process. A deposit (the “Deposit”y equal to 10 per cent. of the estimated purchase price
will be paid on the date of execution of the RNZ Acquisition Agreement (the “Execution Date™. Completion
("Settlement”) of the sale (which is conditional on () the passing of the RNZ Resolution and (i) the determination of
relevant Maori legal proceedings within 40 business days of the earfier of 16th April, 1996 and the Execution Date),
will take place at 1.00 p.m. on the tater of the date falling 28 days after satisfaction of the congitions precedent,
and 10th May, 1996. The Deposit will be repaid to the Purchaser if the conditions precedent are not fulfilled. Default
interast is payable on any sum payable under the RNZ Acquisition Agreement not being paid when due. Under the
RNZ Acquisition Agreement the Seller is required to use reasonable endeavours to determine the relevant Maori
legal proceedings. Under the terms of the RNZ Acquisition Agreement the proceedings will be determined when
(i) a court order dismissing the proceedings is made (with no stay pending appeal having been granted) and the
parties confirm to each other that they are willing to perform the RNZ Acquisition Agreement; or (i) a court order
permitting the Seller to perform or not preventing the Seller from performing the RNZ Acquisition Agreement is
made {with no stay pending appeal having been granted) and each party is satisfied with such order; or (i) the
proceedings are withdrawn, and both parties confirm to each other that they are willing to perform the RNZ
Acquisition Agreement; or {iv) the proceedings are otherwise disposed of in a manner which does not prevent the
Seller from performing its obligations under the RNZ Acquisition Agreement and each of the parties is satisfied with
such disposal.

In the event that the Purchaser fails to pay the balance of the purchase price when due (or does not meet any other
of its obligations under the RNZ Acquisition Agreement) the Seller may sue the Purchaser for specific performance
of the RNZ Acquisition Agreement or cancel the same, retain the Deposit and/or sue for damages. The RNZ
Acquisition Agreement states that included in any such damages will be any loss incurred by the Seller on any
bona fide resale or attempted resale of RNZ.

in the event that the Seller fails to comply with its obligations on Settlement, and the Purchaser is in a position to
pay the remainder of the purchase price the Purchaser may sue the Seller for specific performance of the RNZ
Acquisition Agreement or cancel the same and/or sue for damages.

The Purchaser is receiving only limited warranties from the Seller under the Agreement and in particular is not
receiving warranties in respect of the accounts of RNZ, RNZ's contracts and commitments, any licences required
by RNZ to carry on its business, the solvency of RNZ, the ownership or condition of RNZ's asseis, litigation in
which RNZ may be involved, any fand or property purported to be owned by RNZ or any intellectual property
purported to be owned or used by RNZ. The Seller is giving warranties in respect of, inter afia, ownership of the
shares in RNZ, the fact that the shares are fully paid and the power and authority of the Seller to enter into the RNZ
Acquisition Agreemant,

The Purchaser is warranting to the Seller under the RNZ Acquisition Agreement regarding, inter alia, the valid and
binding nature of the RNZ Acquisition Agreement and that the Purchaser has all necessary clearances and
authorisations as may be necessary for the Purchaser to enter into the RNZ Acquisition Agreement. The Purchaser
is indemnifying the Seller in respect of the breach of such warranties.

Pending Settlement of the RNZ Acquisition Agreement the Seller is 1o use reasonable endeavours to procure that
RNZ neither creates any encumbrances (as defined in the RNZ Acquisition Agreement) over, or disposes of any of,
its assets. The Purchaser will be allowed reascnable access to the premises of RNZ pending Settlement of the
RNZ Acquisition Agreement although the Purchaser’s representatives will not have powers or duties of
management during this period.

The singte Kiwi Share to be retained by the Seller under the RNZ Acquisition Agreement will give the Seller various
rights under the new Articles of Association to be adopted by RNZ under the RNZ Acquisition Agreement. These
rights include, inter alia, the right of approval of any proposal by RNZ to discontinue the carrying on of any of its
community radio businesses in respect of which there is no alternative broadcaster or to sell any of those
businesses.

The RNZ Acauisition Agreement permits the Purchaser to nominate a subsidiary to acquire the title to the Shares
in its place although this will not affect the primary obligations of the Purchaser under the Agreement.

The RNZ Acquisition Agreement is governed by New Zealand law and each of the parties has submitted to the
jurisdiction of the Courts of New Zealand in respect of claims arising therefrom.
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PART V Financial information on the GWR Group

1. Financial information on GWR

The financial information set out in paragraphs 2 to 6 of this Part V does not constitute statutory accounts within
tha meaning of Section 240 of the Companies Act 1985 (as amended) (“the Act”), but has been extracted or
derived from the published audited consolidated accounts of GWR for each of the three financial years which

ended respectively on 30th September, 1993, 1694 and 1995.

2. Consolidated profit and loss accounts

The following is a summary of the consolidated profit and loss accounts of the GWR Group and dividends paid for
the three years ended 30th September, 1995, extracted from the published audited consolidated profit and loss

accounts of those years.

Notes (see
paragraph 6
of this Part V}
Turnover
Continuing operations
Acquisitiogs

Operating expenses
COperating profit
Continuing operations
Acquisitions

Total operating profit

Income/{loss) from interests in associated
undertakings

Investment income

Net interest payable and similar charges

Profit on ordinary activities before taxation
Taxation

Profit for the financial year
Dividends g

Retained profit

Earnings per share (as orirginally stated)
Fully diluted earnings per share (as originally stated)

Earnings per share {restated) h
Fuily diluted earnings per share (restated) h

-~ ® QO

Year ended  Year ended  Year ended
30th 30th 30th
September, September,  Septernber,
18993 1994 1995
Restated Restated

£°000 £°000 £'000
9,215 12,000 30,8086

— 8,330 1,187

9,215 20,330 31,993
(8,197} (17,4586) (26,672)

1,018 1,757 5,331
— 1,117 (10)
1,018 2,874 5,321

N 241 131

B 146 80
(202) (149} (221)

913 3,112 5,311
{341) {1,008} {1,716}

572 2,104 3,595
(280) {863} {1,410)

292 1,241 2,185

18.4p 38.4p 6.5p
17.1p 38.2p —
2.3p 4.8p 6.5p
2.1p 4.8p —_

Earnings per share and fully diluted earnings per share have been adjusted for the sub-division of shares and

capitalisation issue which occurred in 1985,

The Group had no recognised gains or losses other than those included in the profits above and therefore no
separate statement of total recognised gains and losses has been presented.
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3. Consolidated balance sheets

The following is a summary of the consolidated balance sheets of the GWR Group as at 30th September, 1993,
30th September, 1994 and 30th September, 1995 based on the pubtished audited consolidated balance sheets

at those dates.

Fixed Assets
Intangible assets
Tangible assets
investments

Current Assets

Stocks

Debtors

Cash at bank and in hand

Creditors:
amounts falling dug within one year

Net current assets
Total assets iess current liabilities

Creditors
amounts falling due after more than one year
Provision for fiabilities and charges

Net assets

Capital and reserves
Called up share capital
Share premiurn account
Shares to be issued
Special capital reserve
Revaluation reserve
Merger reserve

Profit and loss account

Notes (see

paragraph 6
of this Part V)
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30th 30th 30th
September, September,  September,
1993 1994 1995
£000 £'000 £'000
4086 752 830
3,935 7,919 9,589
1,162 2,836 2,315
5,503 11,507 12,734
20 75 —
4,215 7,823 14,365
— 548 170
4,235 8,446 14,535
{3,857) (8,412} (14,160)
378 34 375
5,881 11,541 13,109
(895) (2,228) (1,757)
(242) (241} (170)
4,744 9.072 11,182
622 1,328 3,365
212 2,684 1,138
— — 111
369 369 369
1,113 1,113 1,113
431 491 —
1,937 3,087 5,086
4,744 9,072 11,182




4. Consolidated cash flow statements
Year ended  Year ended  Year ended

30th 30th 30th
Notes (see  September, Septermber,  September,
paragraph 6 7893 1954 1995
of this Part V) £:000 £'000 £'000
Net cash inflow from operating activities u 630 4,587 5,342
Returns on investments and servicing of finance:
Investment income received 5] 128 80
Interest paid (152) {87 (128)
tnterest paid on finance leases (30) (83) {81)
Dividend received from associated undertaking — 20 16
Dividend paid (248) 521) (997}
Net cash outflow from returns on investments and
servicing of finance (424) {523) (1,110)
Taxation
UK corporation tax paid (236) (806} {854)
Investing activities
Licence reapplcation costs capitalised {72} (325) (216)
Purchase of tangible fixed assets (261) (834} (1,932}
Proceeds of disposal of tangible fixed assets 9 55 60
Purchase of fixed asset investments — (85%) (28}
Purchase of subsidiary - Chiltern Radio r — — (2,132)
Purchase of subsidiary - Radio Trent,
Mercia Sound, Leicester Sound, r _— (9,628) (59
Purchase of subsidiary - Mid Anglian Radio r — (3,301) (21
Purchase of associate — (86) (279)
Sale of investment —_ — 163
Net cash outflow from investing activities (324) (14,974} (4,444)
Net cash outflow before financing {354} (11,716) {1,066)
Financing activities
Shares issued for cash 28 13,579 38
Repayment of loans — (119 (121)
Expenses of share issue — (405) (249)
Repayment of principal under finance leases (147) {251) {365}
Net cash inflow/{outflow) from financing activities (119) 12,804 (697)
Increase/(decrease) in cash and cash equivalents v {473) 1,088 (1,763)

5. Principal accounting policies

The following accounting policies have been applied consistently in dealing with items which are considered
material in relation to the Group's financial statements. The financial statements have been prepared in
accordance with applicable Accounting Standards in the United Kingdom.

Basis of accounting

The financial statements are prepared in accordance with the historical cost convention, modified by the
revaluation of certain fixed assets.

Basis of consolidation

The consolidated financial statements include the Company and its subsidiary undertakings. The resuits of
subsidiaries acquired are included in the consolidated profit and loss account from the date control passes.
Associated undertakings

An agsociated undertaking is one in which the group holds a substantial holding and is able to exercise a significant
influence. The Group's share of profits of associated undertakings is included in the consolidated profit and loss
account, and the Group’s share of their net assets is included in the consolidated balance sheet.

Goodwill

Goodwill arising on the acquisition of subsidiaries and associates is written off immediately against reserves.

Intangible fixed assets

Expenditure incurred on the successsful reapplications for licences and relaunches of newly acquired stations is
capitalised and amortised over the reraining period of the licences.

Tangible fixed assets

Tangible fixed assets are stated at their purchase price less accumulated depreciation adjusted for the revaluation
of certain properties. The basis of valuation of those properties is explained in note 6(j).
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Depreciation is calculated so as to write off the cost, or valuation, of tangible fixed assets, less ther estimated
residual values, on a straight line basis over the expected useful lives of the assets concerned. The principal annuat
rates used for this purpose are:

Freehoid buildings 2 per cent.
Fixtures and technical support 10-20 per cent.
Motor vehicles 20 per cent.

Leasehold land and buildings are amortised over 50 years or, if shorter, the period of the lease.

Finance and operating leases

Costs in respect of operating leases are charged on a straight line basis over the lease term. Assets held under
finance ‘ease are included in tangible fixed assets. The capital element of the leasing commitments is shown as
obligations under finance leases. The interest element is charged against profit in proportion to the raducing capital
elament outstanding. Assets held under finance leases are depreciated over the shorter of the lease terms and the
useful lives of equivalent owned assets.

Turnover

In previous years turnover has been caiculated as amounts invoiced in respect of all services and goods provided
during the year, excluding value added tax and gross of advertising agency commission. In order to bring GWR's
accounting policy into line with the majority of groups within the radio industry, this policy has been changed in the
year to 30 September, 1995 and turnover is calculated net of such commission. Prior year figures have been
restated accordingly. The effect of this change in accounting policy is to decrease turnover by £1,884,000 (1994:
£1.407,000; 1993: £588,000) and to decrease operating expenses by £1,884,000 (1994: £1,407,000; 1993:
£588,000). There has been no effect on operating profit in these years.

The group has only one materiai class of business. All of the group’s turmnover is generated in the United
Kingdom.

Deferred taxation

Provision for deferred taxation is made using the liability method where there is a reasonable probability that the
liability or asset will crystallise.

Pension costs

Some of the Group companies participate in defined contribution pension schemes where pension costs are
calculated as the amount of contributions payable to the schemes in respect of the accounting period. Other
Group companies participate in defined benefit pension scheme which is contracted out of the state scheme. The
funds are valued every three years by a professionally qualified independent actuary, the rates of contribution
payable being determined by the actuary. Pension costs are accounted for on the basis of charging the expected
cost of providing pensions over the period during which the Company benefits from the employees’ services. The
effects of variations from regular cost are spread over the expected average remaining service life of members of
the scheme.

6. Extracts from the notes to the published accounts
a. Directors’ emolumentis
Year ended  Year ended  Year ended

30th 30th 30th

September, September,  September,

1993 1994 1995

£°000 £7000 £000

Fees 36 133 112
Salary payments {including benefits in kind) 188 369 379
Pension contribution 15 22 21
239 524 512

Fees and other emoluments (excluding pension contributions) include amounts paid to:
The chairman 8 55 65
The highest paid director 101 194 198
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The number of directors {including the Chairman and the highest paid director) who received fees and other
emoluments {excluding pension contributions) in the foliowing ranges was:

£0 to £5.000
£5.001 to £10,000
£10,001 o £15000
£15,001 to £20,000
£20,001  to £25,000
£25001 to £30,000
£35001 o £40,000
£45,001  to £50.,000
£50,001 to £55,000
£55,001 to £60,000
£60,001  to £65,000
£80,001 to £85,000
£85,001  to £90,000
£100,001 to £105,000
£190,001 to £195,000
£1985,001 to £200,000

b. Employee information

-

The average weekly number of employees (including executive

directors) during the year was:

Staif costs (for the above personsy.
Wages and salaries
Social security costs
Pension costs

c. Investment income

Rents receivable
interest receivable
Dividend receivable

d. Interest payable and similar charges

On bank loans, overdrafts and other loans:
Repayable within 5 years, not by instalments
Repayable within 5 years, by instalments
Repayable wholly or partly in more than 5 years

On finance leases and hire purchase contracts
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1993 1994 1985
Number Number Number
4 3 3

1 —_ —

1 1 —

— — 2

2 — —

9 — —

— 2 1

—_ 2 —

— — 1
— e 3

— — 1
— i —_
1 —_ —_
— 1 —

—_ — 1
1993 1994 71995
Number Number Number
157 393 489
£°000 £'000 £'000
2,277 6,188 8,159
239 535 792
35 160 238
2,551 6,883 3,189
1993 1994 1995
£'000 £'000 £'000
5] 112 17

— 18 36

— 16 27

6 146 80
1993 1894 1995
£'000 £°000 £°000
122 17 108
— 49 34

50 — —
172 66 140
30 83 81
202 149 221




e. Profit on ordinary activities before taxation

Profit on ordinary activities before taxation is stated after crediting:

Profit on disposal of tangible fixed assets
Prcfit on disposal of investrnents
and after charging:
Depreciation charge for the year:

Intangible fixed assets

Tangible fixed assets

Tangible fixed assets held under finance leases
Auditor’s remuneration for:

Audit

Other services
Hire of plant and machinery - operating leasas
Hire of other assets - operating leases
Fxceptional items

f. Taxation

United Kingdom corporation tax at 33% (1994: 33%; 1993: 33%)
Current
Deferred
Under provision in respect of prior years:
Current
Deferred

Associated undertakings

g. Dividends

Interim paid of 0.94p per share (1994: 0.6875p; 1993: 0.5p)

Final proposed of 1.31p per share {1994: 0.9375p; 1993: 0.625p)

1993 1994 1995
£'0G0 £'000 £000
4 28 14

— — 143

70 132 138
230 515 848
57 228 287

30 44 48

40 32 70

15 222 77
237 444 326
70 — —
1993 1994 1995
£'000 £'000 £°000
449 865 1,701
81 g b))
— 18 —

— 36 —
368 928 1,680
{27) 80 26
341 1,008 1,716
1993 1994 1995
£'000 £'000 £'000
124 365 499
156 493 911
280 863 1,410

The dividends per share for 1994 and 1993 have been adjusted to reflect the subdivision of shares and

capitalisation issue which occurred in 1995.
h. Earnings per share

The calculations of earnings per share have been adjusted for the sub-division of shares and capitalisation issue

which occurred in 1995.

The calculation of the earnings per share figure has used 55,445,262 (1994: 43,851,608, 1993:24,809,472)
shares, being the weighted average number of ordinary shares in issue during the year, and is based on the profit

on ordinary activities after taxation for the year.

The fully diluted earnings per share figure has not been calculated for 1995 as the earnings per share on a fuily
diluted basis would not be materially different. The comparative figures have been compiled on the basis of 1994:
44,628,328; 1993: 27,622,336 ordinary shares. This calcutation allows for the full conversion of share options.
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i. Intangible fixed assets

£°000
Cost
As at 1st October, 1954 1,721
Additions 216
At 30th September, 19385 1,937
Depreciation
At 1st October, 1994 969
Charge for the year 138
At 30th September, 1995 1,107
Net book value
At 30th September, 1995 830
Net book value
At 30th September, 1994 752
i Tangible fixed assels
Land and Fixtures Motor Total
buildings and vehicles
technical
equipment
£'000 £°600 £°000 £000
Cost or valuation
At 1st October, 1994 5,591 7,534 609 13,734
Acguisitions 709 1,860 581 3,150
Additions 16 1,911 42 1,969
Disposals — {73) (181) {254)
At 30th September, 1995 6,316 11,232 1,051 18,599
Depreciation
At 1st Qctober, 1994 591 4,833 391 5815
In respect of new subsidiaries 551 1,448 270 2,269
Charge for year 71 941 123 1,135
Disposals — 67) (142) (209)
At 30th September, 1995 1,213 7,155 642 9,010
Net book value
At 30th September, 1995 5103 4,077 409 9,589
Net bock value
At 30th September, 1994 5.000 2,701 218 7,919
Cost or valuation at 30th September, 1995 is
represented by:
Valuation in 1988 1,750 — — 1,750
Cost 4,566 11,232 1,051 16,849
6,316 11,232 1,051 18,599

The net book value of tangible fixed assets includes an amount of £821,000 (1994: £790,400) in respect of
assets held under finance leases.

The freehold land and buildings that have been revalued were the subject of a valuation in June 1988 by a firm of
independent consultant surveyors and valuers on an open market valuation for existing use basis.

If freehold tand and buildings had not been revalued they would have been included in the financial statements at
an original cost of £3,204,000 (1994: £3,033,000).

1994 1995
£'000 £'000

Land and buildings at net book value comprise:
Freeholds 4,146 4,317
Long leaseholds 74 71
Short leasehclds . 780 715
5,000 5,103
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k. Investments

Assocrated Other Total
undertakings  investments
£'000 £'000 £°000
Cost
At 1st October, 1994 505 2,331 2,836
Additions 279 28 307
Disposals — {(20) (20)
Transfer to associated undertakings 163 {183} —_
Transfer to subsidiary undertakings — 441) {441)
Share of results for year 86 — 86
Goodwill write off (453} — {453)
At 30th September, 1995 580 1,735 2,315
Other investments

1994 1995
£°000 £'000
Investments included above listed on the London Stock Exchange 441 —
Stock Exchange value of listed investments 340 —

The associated undertakings are as follows:
Proportion of
_ nominal value
of issued
shares held by
Country of the Group
Name incorporation/registration Class of capital held %
West Country Broadcasting Lid ~ England and Wales Ordinary £1 shares 50
Spire FM Limited England and Wales Ordinary £1 shares 40
Minister Sound Radio plc England and Wales Ordinary £1 shares 233
Radio FM Plus Bulgaria Qrdlinary 100 Leva shares 48
InfoRadio 8P Z0 O Poland Ordinary 10,000 {old) Zloty shares 33
Network News (Radio) Limited England and Wales Ordinary shares 25.1

All of the above companies operated in the country of incorporation or registration, and all of them are local
radio contractors, except for InfoRadio SP ZO O which has applied for a licence to broadcast a news and
information service in Warsaw, Poland and Network News {Radio) Limited which provides radio news services.
They are stated in the company balance sheet at the cost of investment.

The group's holding in Minster Sound Radio pic increased during the year from 15.8 per cent. to 23.3 per cent.,
accordingly the investment is now accounted for as an agsociated undertaking.

The investment in InfoRadio SP 20 O in Poland was acquired during the year ended 30th September, 1984,

Interests in group undertakings

The following information relates to those subsidiary undertakings whose resuits or financial position, in the opinion
of the directors, principally affected the figures of the Group:

Name of undertaking Frincipal activity Proportion of nominal value of
issued shares held by the Group

%

Wiltshire Radio plc Independent local radio contractor 100
GWR (West) Limited independent local radio contractor 100
Thames Valley Broadcasting plc independent local radio contractor 100
Two Countries Radio Limited Independent local radio contractor 100
Chiltern Radio PLC independent local radic contractor 91.7
Radio Trent Limited Independent local radio contractor 100

All of the above companies have only one class of share capital, ordinary shares, except for Wiltshire Radio pic
which also has non-voting ordinary shares. All of the above companies are registered and operated in England and
Wales.

On 14th January, 1994, the Company acquired the whole of the issued share capital of Radio Trent Limited, Mercia
Sound Limited, Leicester Sound Limited and Beacon Broadcasting Limited.

On 3rd June, 1994, the Company's offer for the issued share capital of Mid Anglian Radio pic was declared
unconditional. At 30th Septernber, 1994, the Campany had acquired 99.97 per cent. of the issued share capital
of Mid Anglian Radic plc.

Other investments

The company owns 17.2 per cent. of the Ordinary 1p shares of Classic FM plc.

The company’s holding in Stray FM pic increased during the year from 22.4 per cent. to 29.9 per cent. of the
issued Ordinary 50p shares of Stray FM plc. The group has no influence over Stray FM plc, with no involvernent
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in their financial and operating policy decisions. The investment in that company is therefore not treated as an

associated ungertaking, but is accounted for at cost.
Both companies are registered in Englang and Wales.
. Debtors

Amounts falting due after more than one year
Other debtors

Amounts falling due within one year

Trade debtors

Amounts owed by associated undertakings
Assets hetd for resale

Other debtors

Prepayments and accrued income
Corporate tax

Advance corperation tax

Total debtors

m. Creditors: amounts falling due within one year

Bank loans and overdrafts

Obligations under finance leases

Trade creditors

Amounts owned to associated undertakings
Corporation tax

Advance comoration tax

Other taxation and social security

Other creditors

Accruals

Dividends payable

n. Creditors: amounts falling due after more than one year

Bank loans and overdrafts
Obligations under finance leases
COther creditors

Bank loans and overdrafts
Repayable as follows:

In one year or less

Between one and two years
Between two and five years
In five years or more

Repayable by instalments wholly or partly in more than five years:
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1994 1995
£'000 £'000
71 —
5,672 8,182
283 157
— 3,721
931 499
866 1,762
— 31
— 13
7,752 14,365
7,823 14,365
1994 1995
£°000 £'000
983 2,366
346 323
1,108 2,455
41 64
823 1,691
125 349
821 1,326
1,001 350
2,666 4,325
498 911
8,412 14,160
1994 1995
£'000 £°000
383 263
347 383
1,498 1,111
2,228 1,757
1994 1995
£'000 £'000
983 2,366
120 120
225 107
38 36
1,366 2,629
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Finance leases
The net finance lease obligations to which the Group is committed are as follows:

1994 1995
£'000 £'000
In one year or less 346 323
Between one and two years 183 313
Between two and five years 144 70
Over five years 20 —
693 708

o. Provisions for liabilities and charges
1994 1995
£'000 £°000
Deferred taxation 241 127
Relocation provision — 43
241 170

Deferred taxation provided in the financial statements, which represents the total potential liability for deferred
taxation is as follows:

- 1994 1995

£000 £'000

Accelerated capital allowances 136 1356
Other timing differences 230 220
366 355

Less: advance corporation tax {125) (228)
241 127

The potentiat capital gains tax that might arise if the Group's freehold property was realised at the net amount
included in the financial statements is estimated at £81,000 (1994: £107,000).

p. Pension obligations

Some of the subsidiaries in the GWR Group participate in defined contribution pension schemes avaitable to their
permanent employees.

The schemes' funds are administered by trustees and are independent of the Group’s finances.

Eligible employees at Radio Trent Limited, Leicester Sound Limited and Mercia Sound Limited are members of the
Midlands Radio Group Pension Scheme. Pension costs relating to this scheme are assessed with the advice of
independent qualified actuaries.

The pension scheme is a defined benefit scheme and is established under trusts with the assets held separately
from those ¢f the Group.

Contributions to the scheme are charged to the profit and loss account So as to spread the cost of pensions over
the members’ working lives with the Group. The pension cost charged to the profit and loss account is caiculated
by a qualified actuary and is determined as a substantially level percentage of the current and expected future
pensionable payroll.

The last actuarial valuation was carried out as at 1st October, 1993, At that date, the market value of the scheme’s
assets was £2,334,356. The actuarial value of the scheme’s assets represented 93.3 per cent. of the benefits that
had accrued to the members after allowing for the expected future increases in earnings.

The assumptions having the greatest effect on the pension cost are those relating to the rate of return on scheme
investments and the rate of increase in pensionable earnings. In calculating the pension cost it was assumed that
over the long-term the yield earned on investments would exceed the effective rate of increase in pensionable
earnings by 2.25 per cent. per annum. Allowance was made for increases in pension payments in accerdance with
scheme rules.

The total pension cost to the Group for the year ended 30th September, 1995, was £238,000 (1994: £160,000;
1993; £35,000).
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q. Called up share capital

Authorised Allotted. called-up and fully paid
Number £000 Number £7000

Ordinary shares of 20p each:
At 1st October, 1994 8,450,000 1,680 6,640,154 1,328
Share sub-division 25,350,000 — 19,820,462 —
Ordinary shares of 5p each 33,800,000 1,690 26,560,616 1,328
At st October, 1994 — — 1 —
increase 30th March, 1995 36,200,000 1,810 — —
Capitalisation issue — — 26,560,617 1,328
Share options exercised e — 135,600 7
Increase 11th July, 1995 23,300,000 1,165 - —
issued on acquisition — — 14,036,139 702
93.30C.000 4,665 87,292,973 3,365

The authorised share capital was increased on 30th March, 1995 to enable the share capitalisation issue to
take place, and on 111h July, 1995 in order to allow for the increase in issued share capital required for the cost
of the acquisition of Chiltern Radio PLC.

At 30th Septernber, 1995, the Company had granted options under the Executive Share Option Scheme in
respect of 5p ordinary shares which are ouistanding as follows:

Number of

Period of exercise shares  Exercise price

To 26th OTttober, 1997 24,000 15.825p
To 4th March, 1998 4,400 15.625p
To 15th November, 1998 320 30.125p
To 31st January 2001 116,000 24.75p
To 11th February 2002 40,000 32.375p
To 2nd March 2002 32,000 32.25p
1st February, 1996 to 31st January, 2003 528,000 47.5p
10th March, 1997 to 9th March, 2004 3,192 47p
28th July, 1998 to 27th July, 2005 520,000 122p

All options are exercisable between three and ten years from the date granted. The option numbers above
have been adjusted for the sub-division of shares and capitalisation issue.

r. Acquisitions

(i The GWR Group offer for the issued share capital of Chiltern Radio was declared unconditional on 28th July,
1995. At 30th September, 1995, 6,257,727 ordinary shares of 10p each in Chiltern Radio had been acquired
under the offer, which together with the 146,000 shares previously acquired in Chiltern Radio, gives a total of
6,403,727 shares representing 91.7 per cent. of the total issued share capital of that company. The balance of the
shares have been compulsorily purchased.

The consideration for the purchase of the shares under the offer was the issue of 14,036,139 Ordinary shares of
5p each in the shares of GWR Group. It is anticipated that a further 2,232,857 shares will be issued after the year
end to acquire the remaining shares of Chiltern Radio. These shares have been included within the fair value of the
acquisition at a cost based on the share price at 30th September,1996.

In accordance with the merger relief provisions of Section 131 of the Companies Act 1985, the Company’s
investment in Chiltern Radio has been stated as the aggregate of the nominal value of the shares issued, together
with associated acquisition costs. The fair value of the consideration including associated acquisition costs is
£23,274,000. The premium on shares issued has increased the Group's merger reserve, with the goodwill relating
to the acquisition being written off against the merger reserve (see note 65).

The Group has used acquisition accounting to account for the purchase. The subsidiary made a loss on ordinary
activities before taxation of £1,466,000 from 1st October, 1994, the beginning of the subsidiary's financial year, to
the date of acquisition and made a profit of £514,000 for the previous financial year.

30




Chiltern Radio acquisition
The assets and liabilities acquired are set out below:

Book value Adjustments Fair value

to the
Group
£'000 £'000 £°000
Fixed assets
Tangible 1,132 (251) 881
Current assets
Debiors 1,691 3,395 5,086
Total assets 2,823 3,144 5,967
Liabilities
Creditors 1,786 244 2,030
Bank overdraft 823 — 823
2,609 244 2,853
Net asseis 214 2,800 3.114
Consideration
14,036,139 Ordinary Shares 18,033
2,232,857 shares 1o be issued at par 111
Premium on shares to be issued 2,925
Cash payment for expenses 1,764
Cash payment for 2.25% stake previously acquired 441
23,274
Fair value of net assets acquired 3,114
Goodwill 20,160

The principal adjustment to book value relates to the sale of Galaxy Radio. On 25th October, 1995 the
company announced the sale of the Galaxy Radio business for £4.1 milion. Galaxy Radic was acquired as part of
the Chiltern Radio PLC acquisition and was held exclusively for resale in order to comply with current broadcasting
iegislation. The assets sold have been restated in the above table to reflect their fair value to the group based on
the net proceeds of sale.

The other adjustments to book value relate to contractual payments made to certain Chiltern employees resulting
directly from the acquisition and the alignment of the accounting policy in respect of the treatment of associate
balances.

Chiltern Radio PLC contributed an outflow of £110,000 to the group's net operating cash flows, paid £8,0C0 in
respect of net returns on investments and servicing of finance and utilised £173,000 for investing activities.

Analysis of the net outflow of cash and cash equivalents in respect of the purchase of Chiltern Radio
PLC

£'000
Expenses of acquisiton 1,309
Bank overdrafts acquired 823
Net outflow of cash and ¢ash equivalents 2,132
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{il  On 14th January, 1994, the Company acquired the whole of the issued share capital of Radio Trent Limited,
Mercia Sound Limited, Leicester Sound Limited and Beacon Broadcasting Limited. The Group has used
acquisition accounting to account for these purchases.

The consolidated net assets acguired were as follows:

Book value Adjustments Fair value

to the
Group
£'000 £'000 £°000
Fixed assets
Intangible 82 — 82
Tangible 2,868 274 3,140
Investments 20 — 20
2,968 274 3,242
Current assets
Stock 61 — 61
Debtors 1,800 — 1,900
Cash at bank and in hand 179 - 179
2,140 — 2,140
Total assets 5,108 274 5,382
Liabilities
Creditors 2,111 820 2,931
Bank overdraft 1,137 — 1,137
Deferrad tax 79 — 79
3,327 820 4147
Net asseis 1,781 {546) 1,235
Consideration
1,014,882 ordinary shares (of 20p each) at £6.90 each 7,003
Cash 8,670
Total consideration paid 15,673
Fair value of net assets acquired 1,235
Goodwill 14,438

£800,000 of the total consideration above is deferred and contingent on future results.

The adjustments 1o book value relate to the alignment of the companies’ depreciation policies on freghold
properties with that of GWR Group and reorganisation provisions.

The subsidiaries made a profit/{loss} on ordinary activities before taxation before the acquisition date as follows:

1st
QOctober  Year ended
1993 to 30th
acquisition  September,
date 1993
£'000 £000
Radio Trent Limited 249 707
Mercia Sound Limited 11 16
Leicester Sound Limited (3 55
Beacon Broadcasting Limited 117 (19
374 759

The above companies contributed £2,712,000 to the Group’s net operating cash flows, paid £6,000 in respect
of net returns on investments and servicing of finance, paid £203,000 in respect of taxation and utilised £476,000
for investing activities for the year ended 30th Septernber, 1994.

Analysis of the net outflow of cash and cash equivalents in respect of the purchase of Radio Trent
Limited, Mercia Sound Limited, Leicester Socund Limited and Beacon Broadcasting Limited.

£'000
Cash consideration ' 8,670
Cash at bank and in hand (179)
Bank overdrafts acquired 1,137
Net outflow of cash and cash equivalents 9,628

{iy On3rd June, 1994, the Company's offer for the issued share capital of Mid Anglian Radio plc was dectared
unconditional. At 30th September, 1984, GWR Group had acquired 99.97 per cent. of Mid Anglia Radio pic.
The Group has used acquisition accounting to account for the purchase.
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The subsidiary made a loss on ordinary activities before taxation of £85,000 from 1st October, 1993, the
beginning of the subsidiary’s financial year, to the date of acquisition and made a loss of £100,000 for the
previous financial year.

Mid Anglian Radio plc contributed an outflow of £184,000 to the Group’s net operating cash flows, paid
£2,000 in respect of net returns on investments and servicing of finance and utilised £80,000 for investing
activities.

Analysis of the net ocutflow of cash and cash equivalents in respect of the purchase of Mid Anglian
Radio pic

£°000
Cash consideration 3,202
Bank overdrafts acquired 99
Net outflow of cash and cash eguivalents 3,301

The assets and liabilities acquired are set out below:

Book value Adjustments Fair value

fo the
Group
£°000 £°000 £°000
Fixed assets
Intangible 72 —_ 72
Tangible 778 2 780
850 2 852
Current assets
Stock 25 — 25
Debtors 6876 — 676
701 — 701
Total assets 1,551 2 1,853
Liabilities
Creditors 556 257 813
Bank overdraft 9% — a9
655 257 912
Net assets 896 (255} 641
Consideration
£782,000 satisfied by the issue of 81,238 ordinary shares of 20p each 782
Cash 3,202
Total consideration paid 3,984
Fair value of net assets acquired 641
Goodwil 3,343

The adjustments to book value relate to the alignment of the company’s depreciation policy on freghold
property with that of GWR Group and reorganisation provisions.

Goodwill

The cumulative amount of goodwill resulting from acquisitions which has been written off to reserves is set out
below:

£°000

At 1st October, 1994 17,904

Written off to merger reserve — Chiltern Radio PLC 20,160

Written off to merger reserve — Associate 453

Written off to merger reserve — Midlands/Mid Anghian adjustments 134

Written off to profit and loss account — Midlands/Mid Anglian adjustments 186

At 30th September, 1995 38,837
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s. Reserves

At 1st October, 1994
Capitalisation issue

Issue of shares

Expenses of share issue
Share options exercised
Goodwill written off
Retained profit for the year

At 30th September, 1995

At 1st October, 1994 and 30th September, 1995

Group's share of post acquisition reserves of associated undertakings

At 1st October, 1294
Retained profit for the year

At 30th September, 1995

t Reconciliation of movements in shareholders’ funds

Profit for the financial year
Dividends

New share capital issued
Shares to be issued

Expenses of shares issued
Premium on shares issued
Prerniurn on shares to be issued
Goodwill written off

Net addition to shareholders’ funds
Opening shareholders' funds

Closing shareholders’ funds

u. Reconciliation of operating profit to net cash inflow from operating activities

Operating profit

Depreciation of tangible fixed assets
Amortisation of intangible fixed assets
Profit on disposal of tangible fixed assets
Profit on sale of investments
Decreasef(increase) in stocks

Increase in debtors

Increase/{decrease) in creditors
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Share Merger Frofit and
premium reserve loss
account account
£000 £000 £'000
2,684 491 3,087
(1,328) — —
— 20,256 —
(249) — —
31 —_ —
— (20,747) (186}

— — 2,185
1,138 — 5,086
Special  Revaluation

capital reserve

reserve

£°000 £'000

369 1,113

Profit and

loss

account

£'000

119

86

205

1994 1995

£'000 £'000

2,104 3,595
(863) (1,410}

1,241 2,185

21,364 740

— 111
{405) (249)

— 17,331

— 2,925
(17.872) {20,933)

4,328 2,110

4,744 9,072

9,072 11,182

1893 1994 1995
£'000 £°000 £'000

1,018 2,874 5,321
287 743 1,135
70 132 138
4 (28) (14)
— —_ (143}

{8) 31 75
(1,355) {1,026) {1,099
620 1,861 71
830 4,587 5,342




v. Cash and cash equivalents

7993 1994 1995
£°000 £'000 £°600
Changes during the year
At 1st October (930} (1,403} (315)
Net cash inflow 473) 088 {1,763)
At 30th September {1,403) {(315) {2,078)
1993 1994 1994 1985 1995
Change Change
in in
year year
£:000 £°000 £000 £000 £°000
Analysis of balances
Cash at bank and in hand — 548 548 (378) 170
Bank overdrafts (1,403) 540 {863} (1,385) (2,248
At 30th September (1,403) 1,088 (315) (1,763) (2,078)
w. Analysis of changes in financing during the year
Share  Loans and
capital finance
(including fease
premium)  oblfigations
£'000 £000
At 1st Cctober, 1994 4,012 1,196
Net cash flows from financing 211) (486)
Inception of finance lease contracts —_— 36
Shares issued for non-cash consideration 18,033 —
Creation of merger reserve (17,331) -
On acquisition — 341
At 30th Septemnber, 1995 4,503 1,087

x. Contingent liabilities
Contingent liabilities are as follows:

(a) ©On 14th June, 1995 the company announced that it had entered into a conditional agreement to purchase 21

(®)

(©
(@

per cent. of the issued share capital of the German company Antenne Sachsen Horfunk-Versorgung GmbH
{(“Antenne Sachsen”). The total consideration is £1.54 milflion. Antenne Sachsen operates a commercial radio
station serving six million people in the German State of Saxony and surrounding areas, including the cities of
Leipzig and Dresden.

Various inter-group cross guarantees are held by the National Westminster Bank PLC and Barclays Bank
PLC.

MNational Westminster Bank PLC holds a charge over £169,000 of credit balances.

Barclays Bank PLC holds a charge over freehold property which is stated at £106,000 in the financial
information.

{e) The Company is a member of a group for value added tax purposes, resulting in a joint and several liability for
amounts owing by other group companies for unpaid value added tax.

y. Financial commitments

As 30th September, 1995, the Group had annual commitments under non-cancellable operating leases as
follows:
1994 1995
Land & QOther Land & Other
buildings buildings

£'000 £'000 - E£'000 £000
Expiring within one year _— 201 13 169
Expiring between two and five years inclusive — 468 7 221
Expiring in over five years 105 10 249 —
105 679 269 390
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PART V] Accountants’ Report on RNZ

The following is the full text of a report on RNZ from KPMG, Chartered Accountants and Registered Auditors, the
reporting accountants.

1 Cricklade Court Telephone 01793 512522
Cricklade Street Telefax 01793 488908
Old Town DX 6237 Swindon 1
Swindon

Wiltshire

SN1 3EY

The Directors
GWR Group plc
PO Box 2345
3B2 Westlea
SWINDON
Wilts SNS 7HF

The Directors
Harmbros Bank Limited
41 Tower Hill

London

EC3N 4HA

Dear Sirs

Radio New Zealand Limited and subsidiaries

We have examined the audited accounts of Radio New Zealand Limited (the “Company”) and subsidiaries
{collectively referred to as the “Group”) for the two and half years ended 31st December, 1995; our examination
has been carried out in accordance with the Auditing Guideline: Prospectuses and the reporting accountant.

Audit New Zealand, the New Zealand Government audit agency have been auditors of the Group throughout this
period.

Prior to 30th June, 1993 Radio New Zealand Limited operated with a fundamentally different accounting and
reporting structure from that in ptace subsequent to that date. As a resulf, it is not possible to obtain and present
information on a comparable basis with that for periods subsequent to 30th June, 1923. Accordingly, financial
information for pricr periods has not been presented.

The financial information set out at paragraphs 1 to 4 prepared on the basis described in note 4a is based on the
audited accounts of the Group after making such adjustments as we consider necesssary.

In our opinion the financial information gives, for the purposes of the prospectus and listing particulars relating to

the GWR Group plc dated 22nd March, 1896, a true and fair view of the profits and cash flows and of the state
of affairs of the Group for the two and half years ended 31st December, 1995.

1. Profit and loss account

Year Year Six months

ended ended ended

30th June,  30th June, 31st

1994 1995  December,

Notes 71995

NZ$'000 NZ$'000 NZ$'000

Turnover from continuing operations b 72,643 74,463 38,280

Operating expenses (99,887) (98,937) (48,594)

Other operating incomne d 30,804 28,859 12,337

Operating profit

From centinuing operations 3,015 3,489 1,909

Frorn discontinued operations 565 896 114

3,580 4,385 2,023

Interest payable and similar charges e (2,00%) (1,572} (687)

" Profit on ordinary activities before taxation f 1,579 2,813 1,336

Taxation o] — — (127)

Profit for the financial year after taxation 1,579 2,813 1,209
Dividends h (684) (796) (436) .

Retained profit 895 2.7 773
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The Group has no recognised gains or losses other than those included in the profits above and therefore no
separate statement of total recognised gains and losses has been presented.

2. Consolidated balance sheet

The following is a summary of the consolidated balance sheets of Radic New Zealand Limited and subsidiaries.

Fixed assets
Intangible assets
Tangible assets
Investments

Current assets
Debtors
Cash at bank and in hand

Creditors: amounts falling due within one year
Net current (fiabilities)/assets
Total assets less current liabilities

Creditors: amounts falling due after more than one year

Net assets

Capital and reserves
Called up share capital
Share premium account
Profit and loss account

Shareholders funds are split between
Equity
Non-equity

3. Statement of cash flows

Net cash inflow from operating activities
Returns on investments and servicing of finance

Investing activities:
Proceeds from sale of fixed assets
Net inflow from bank deposits
Proceeds from sale of NZFPR
Proceeds from sale of shares in associate
Purchase of fixed assets
Net outflow of bank deposit

Net cash (outflow)/inflow from investing activities

Cash flows from financing activities:
Proceeds from term debt issued
Repayment of mortgage
Repayment of term debt
Repayment of loan from NZPR

Net cash inflow/(outflow) from financing activities
"Increase in cash and cash equivalents
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30th June, 30th June, 31st
1994 18995  December,
1995
NZE'000 NZE'000 NZ$'000
1,504 1,580 1,531
28,638 27,068 19,571
43 — —
31,185 28,648 21,102
11,877 10,834 14,571
— 135 2,048
11,877 10,969 16,619
{20,780) (14,423) (14,018}
{8,903) (3,454) 2,601
22,282 25,194 23,703
(15,009} (15,904) {13,640)
7,273 9,290 10,063
33,008 33,008 33,008
7.666 7.666 7,666
(33,401} (31,384) (30,611)
7.273 9,200 10,063
(5,401) (3,384) 2,811)
12,674 12,674 12,674
7,273 9,290 10,063
Year ended Yearended  Six months
30th June, 30th June, ended
1954 1995 3ist
December,
1995
NZ$'000 NZ$'000 NZ$'000
7.692 8,608 1,835
(2,001} (1,572) (687)
1,277 1,521 12
— 5,100 —_—
-— — 10,500
—_ — 40
(730) (2,739} (1,211)
{9,400) — —
(8,853} 3,882 9,341
23,000 — —_
— (4,500} —
{1,000) (5,000) (2,700)
— — {4,700)
22,000 (9,500) (7,400}
18,838 1,418 3,089




4. Notes of the summarised financial statements

The foregoing summaries have been prepared in accordance with applicable UK accounting standards. The
following accounting policies have been applied consistently in dealing with iterms which are considered material
in relation to the foregoing summaries throughout the period under review.

a. Accounting policies
Basis of accounting

The financial information set out in this report is based on the audited accounts of the Group for the two and haif
years ended 31st December, 1995. During the period, the Company operated a commercial radio station and, via
a subsidiary, New Zealand Public Radio Limited (“NZPR"}, a public service broadcasting station. NZPR was
disposed of by the Company on 1st December, 1995. NZPR has been treated as a discontinued operation in the
financial information presented in this report.

Basis of consolidation

The consolidated financial statements include the Company and its subsidiary undertakings. The results of the
subsidiaries acquired are included in the consolidated profit and loss account from the date control passes.
Investments

Investments in subsidiaries are stated at the lower of cost or estimated net realisable value.

Intangible fixed assets

Expenditure incurred on the successful reapplication for licences and relaunches of newly acquired stations is
capitalised and amortised over 20 years or the remaining period of the licences.

Tangible fixed assets

Tangible fixed assets are stated at their purchase price less accumulated depreciation adjusted for the revaluation
of certain properties. The basis of valuation of those properties is explained in note j.

Depreciation is calculated so as to wiite off the cost, or valuation, of tangible fixed assets, less their estimated
residual values, on a straight line basis over the expected useful lives of the assets concerned. The principal annual
rates used for this purpose are:

Freehold buildings — 20-40 years
Leasehold improvements — term of lease
Plant and equipment — 10-20 years
Motor vehicles — 5 years

Computer equipment and software — 3-5 years

inventories

Purchases of inventories in the nature of tapes, records and cassette disks are expensed in the year of
purchase,

Operating leases

Operating lease payments, where the lessors effectively retain substantially all the risks and benefits of ownership
of the leased items, are charged to the profit and loss in equal instalments over the lease term.

Sub-leases

Radio New Zealand has a number of leases that have been sub-leased for their remaining life. Where it is certain
Radio New Zealand Limited will incur future losses cn the ongoing sub-lease arrangements, the total amount of
future losses has been recorded in the year the sub-lease is negotiated.

b. Segmental analysis
All turnover relates to gross radio advertising and all activity took place in New Zealand.

c¢. Directors’ fees
Directors of Radio New Zealand Limited and subsidiaries:

Year ended  Year ended  Six months

30th June, 30th June, ended

1994 1895 31st

December,

1995

NZF'000 NZ$'000 NZE'000

Bryan Kensington 65 72 25
Paut Hargreaves 25 25 13
Raymond West 35 25 13
Jocelyn Afford 6 25 13
Celia Caughey 4 — —
135 147 64
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d. Other operating income
Year ended Year ended  Six months

30th June, 30th June, ended

7994 1995 31st

December,

1995

‘ NZ$'000 NZ$'000 NZ$600

Income from discontinued activities (NZPR) 22,035 17,278 9,040
Other income 8,204 11,581 3,337
30,239 28,859 12,337

e. Net Interest payable and similar charges
Year ended Yearended  Six months

30th June, 30th June, ended

1994 1995 31st

Decemnber,

1995

NZ$'060 NZ$'000 NZ$'000

On bank loans and overdrafts 2,001 1,672 687

£ Profit on ordinary activities before taxation
Year ended  Year ended  Six months

30th June, 30th June, ended
1994 1995 31st
December,

1995

NZ$'000 NZ$'000 NZ$'000

Profit on ordinary activities before taxation is stated after charging
Depreciation charge

Intangible fixed assets 97 101 55
Tangibte fixed assets 4,019 3,744 1,672
Auditors’ remuneration for audit 165 172 182
Operating lease costs 4,499 5,571 2,336
Bad debts written off 649 932 164
Exceptional items — redundant leases 2,918 194 —

The exceptional items in the year to 30th June, 1994 and 30th June, 1995 relates to the provision for future
losses where properties have been sub-leased in the year and the sub-lease income is less than the head lease
cost. The future losses, calculated to the end of the sub-lease, have been provided in the year the sub-lease is
negotiated.

g. Taxation
Year ended Period to Six months

30th June,  Year ended ended

1994  30th June, 37st

1995  December,

1995

NZE'000 NZE'000 NZ$'000
Taxation at 33% of profit — — (127

The tax charged for the six months to 31st December, 1995 relates to NZPR which was disposed of on
1st December, 1995.

Income tax losses carried forward and available to be set off against future agsessable income amount to NZ$1.48
milion (30th June, 1995 $3.3 million; 30th June, 1994 $10.9 million). The potential benefit from these losses
amount to NZ$0.488 million, (30th June, 1995, $1.1 milion; 30th June, 1994 $3.6 million) at the rate of tax
applicable for the following income year (33 per cent.) subject to the continuity of ownership requirements of the
iIncome Tax Act 1994 being met. The sale by the Crown, resulting in a change of ownership, will mean the benefit
of the tax losses will be forfeited. The company has a deferred tax benefit of $4.4 milion which has not been
recognised in the accounts.
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h. Preference share dividends

Redeemable ¢umulative preference shares:
Dividend provided at 6% per annum
Dividend provided at floating rate of interest

Year ended Period to  Six months
30th June, Year ended ended
1994  30th June, 31st

1995  December,

1995

NZS'000 NZ$'000 NZ$'000
300 300 150

384 496 286

684 796 436

The floating dividend rate is payable calculated on the 20 day average bank bill rate plus a margin based on an

agreed formula.

i. Intangible assets

Radio frequency licences: cost
Less accurmulated amortisation

Total intangible assets

J. Fixed assets

Land—valuation
Buildings—valuation
Buildings-cost
Accumulated depreciation

Book value

Leasehold improvements—cost
Accumulated depreciation

Book value

Plant and equipment—cost
Accumulated depreciation

Furniture, fittings and other—cost
Accumulated depreciation

Book value

Motor vehicles—cost
Accumulated depreciation

Book value
Capital worl in progress—cost
Total fixed assets

30th June, 31st
1995  Decemnber;
1985
NZ$'000 NZE'000
1,979 1,988
(399) (458)
1,580 1,531
Year ended 31st
30th June,  Decembaer,
1995 1995
NZE'000 NZF'000
5,783 3,170
11,022 9,785
265 265
(1,522) {1,620)
15,548 11,800
1,885 1,538
{1,343) {1,148)
542 392
19,196 12,014
(11,450) (7,706}
7,746 4,308
6,127 4,515
(3,902} (2,761)
2,225 1,754
472 430
{412) {415}
60 15
947 1,802
27,068 19,571

Freehold land and buildings were revalued during the 1993 financial year and were stated at net current value
as determined by an independent registered valuer, CW Nyberg of Darrach & Co Limited using an existing use

basis.
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k. Investments

30th June, 3ist
1995  December,
1995

NZE'000 NZE'000

Shares in associate company-Radic Horowhenua Limited (17.8%)
Balance at beginning of period 43 —_
Write down during period {43) —

Balance at period end — —_

Associate cormpany

Radio New Zealand Limited sold its 17.8 per cent. interest in Radio Horowhenua Limited on 29th November, 1995
for £40,000.

interest %
The Radio Bureau Limited (formerly New Zealand Radio Limited) 100.0

As at 31st December, 1995 all nen trading subsidiaires had been amalgamated with Radio New Zealand
Limited. The timing of these amalgamations is noted below:

The subsidiaries, Brechin Holding Limited and Triple M Limited arnalgamated with Radio New Zealand Limited
on 30th June, 1995.

On 31st December, 1995 the assets of Beauly Holdings Limited were amalgamated with those of Radio New
Zealand Limited.

On 1st December, 1995 Radio New Zealand sold its entire interests in New Zealand Public Radio Limited to
the New Zealand Government. A summary of the transactions is shown below:

31st
December,
1995
NZ$'000

Net assets disposed of:
Fixed assets 7,563
Current assets 6,665
Current liabilities (3.624)
10,604
Sales proceeds receivable (104)
Total cash received ‘ 10,500

{. Debtors

30th June, 31st
1995  December,
19395

NZ$'000 NZ$'000
Amounts falling due within one year

Trade debtors 10,468 14,178
Other debtors and prepayments 366 393
Total debtors 10,834 14,571

m. Creditors: amountis falling due within one year

30th June, 31st

1995  December,

1995

NZ$'000 NZ$'000

Trade creditors and trade accruals 6,718 8,101
Other creditors and accruals 7,705 57
14,423 14,018
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n. Creditors: amounts falling due after more than one year

30th June, 31st

1995  December,

1995

NZ$'000 NZ$°000

Bank loans 12,700 10,000
Provision for dividends 3,204 3,640
15,904 13,640

In November 1995 Radic New Zealand Limited negotiated a new term loan agreement of NZ$13 million with
Westpac Banking Corporation. This agreement expires on 30th June, 1998, This agreement replaces that
negotiated with a consortium of bankers in December 1993. An amount of NZ$10 million was drawn down under
this facility during December 1995, Interest is charged at 1.10 per cent. above bank bill rate. Under the terms of

the loan is provision for repayments 1o be made, from the sale of non-core assets, or from surplus cash.

The loan is secured over the assets of the Group through a corporate debenture.

0. Paid up capital

30th June, 31st

1995  December,

1995

NZ$'000 NZE'000

Ordinary shares of NZ$1 each, issued and fully paid 28,000 28,000
Redeemable preference shares of NZ$1 each, issued and fully paid 5,008 5,008
33,008 33,008

Preference dividends are cumulative and are calculated at 6 per cent. on the numerical value and at a floating

rate calculated on the 90 day bank bill rate plus a margin on the agreed formula,

Preference shares rank in priority to ordinary shares on winding up.

p. Share premium reserve

30th June, 31st
1895  December,
1995
NZ$'000 NZ$'000
In respect of redeemable preference shares 7.666 7,666
q. Profit and loss
30th June, 31st
1995  December,
71995
NZ$'000 NZ§'000
Balance at the beginning of the period (33,401) {31,384)
Retained profit for the year 2,017 773
Balance at the end of the period (31,384} (30,611)
r. Reconciliation of movements in shareholders funds
Year ended  Six months
30th June, ended 371st
1995  December,
1995
NZE'000 NZ$000
Shareholders funds at the beginning of the period 7,273 9,290
Profit for the year 2,017 773
Shareholders funds at the end of the period 9,290 10,063
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s. Reconciliation of operating profit to net cash inflow from operating activities

Operating profit

Depreciation of tangible fixed assets
Ameriisation of intangible fixed assets
Asset write offs

Profit on disposal of tangible fixed assets
{Increase)/decrease in debtors
Increase/(decrease) in creditors

t. Cash and cash equivalents

Balance at the beginning of the period
Movernent in period

Balance at the end of the period

u. Operating lease commitments

Future lease commitments for non-cancellable operating leases net
of sub-leases, as at balance date were:
payable within 1 year
payable between 1-2 years
payable between 2-5 years
payable after 5 years

v. Capital expenditure commitments

Capital expenditure commitments—contracted but not provided for

Yours faithfully

KPMG
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Year ended  Six months
30th June, ended 31st
1995  December,
1995
NZ$000 NZ$'000
4,385 2,023
3,744 1,672
101 55
157 102
{(145) {6)
1,043 (4,572
(677) 2,561
8,608 1,835
Year ended  Six months
30th June, ended 31st
1895  December,
1995
NZE'000 NZ$'000
(1,283) 135
1,418 1,913
135 2,048
30th June, 31st
1995  December,
1995
NZE'000 NZ$'000
5,248 2,828
4,301 2,403
11,373 6,526
10,934 5,077
31,856 16,834
30th June, 31st
1995  December,
1965
NZ$'000 NZ$'000
952 1,000




PART VI pro forma unaudited statement of combined net assets of the Enlarged
Group

The following pro forma unaudited statement of net assets, which is given for illustrative purposes only and
because of its nature cannot give a complete picture of the financial position of the Enlarged Group, illustrates the
effects on the net assets of the acquisition of RNZ, the Prospect group and the East Anglian Radio Group, and the
issue of the Rights Shares (assuming full payment of the Second Instalment) and the GWR Consideration Shares
(assuming afl East Anglian Radio Shareholders receive such shares for their East Anglian Radio Shares}.

East
Anglian
GWR Group Radio
30th  Prospect RNZ 31st Group 30th Pro-
September, Group 30th  December, September, forma
1995 June, 1895 1995 1995  Adjust- Enfarged
(Note 1) (Note 2) {Note 3) Note 4) ments  Noles Group
£000 £'000 £'000 £'000 £°000 £°000
Fixed assets
Intangible assets 830 3,842 645 — {420) 5(f) 4,897
Tangible assets 9,589 1,437 8,240 1,215 — 20,481
Investments 2,315 3 —_ — 496 5(e) 2,814
12,734 5,282 8,885 1,215 76 28,192
Current assets
Debtors 14,365 1,296 6,135 743 — 22,539
Cash at bank and in hand 170 _ 862 2,428 (496) 5(e) 2,964
14,535 1,296 6,997 3,171 (496) 25,503
Creditors: amounts falling
due within ane year (14,160} {889) (6,902) (1,857) {12.000) 5(dy (34,808}
Net current assets 375 407 1,095 1,314 (12,496) (9,305)
Total assets less current
liabilities 13,109 5,689 9,980 2,529  (12,420) 18,887
Creditors: amounts falling
due after more than one
year (1,757) R (5,743} — (3,468) 5(d)fg) (10,968)
Provisions for liabilities
and charges {170) — — _ — {170}
Net assets 11,182 5,689 4,237 2,529 (15,888) 7,749
Notes:

1. Extracted from the audited consolidated financial statements of GWR at 30th September, 1995.
2. Extracted from the audited consolidated financial staternents of the Prospect Group at 30th June, 1995
translated at the exchange rate of NZ$2.381 to £1.
3. Extracted from the Accountants’ report on RNZ in Part V| transiated at the rate of exchange at 31st December,
1995 of NZ$2.375 to E1.
4. Extracted from the audited consolidated financial statements of East Anglian Radio at 30th September,
1995,
5. Adjustments have been made to reflect the following:
@ £23.6 million proceeds of the Rights Issue net of the estimated costs of £4.7 million on the assumption
that GWR acquires 75% of RNZ;
(b) costs of the acquisitions being £10.98 milion for the Prospect Group and £28.5 million for RNZ on the
assumption that GWR acquires 75% of RNZ;
{c) the consideration for the East Anglian Radio Acquisition is GWR Consideration Shares with a cash
alternative. The total consideration is £24.3 million;
(d) debt of £17 million (£12 million short-term and £5 million long-term) is being raised to partly fund the
acquisition;
(e) an initial payment of £0.496 million to acquire a 31% stake in London News Radio;
) write off against reserves of unamortised goodwill of £0.420 miflion carried in the Prospect balance sheet
at 30th June, 1995;
(@ accrued dividend at 31st December, 1995 of £1,532 milion which, under the RNZ Acquisition
Agreement, will become payable to the purchaser.
6. No account has been taken of trading results since the date of each balance sheet, or of the acquisition by
Prospect of the Primesite business for A$2.75 million on 31st August, 1995.
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PART V"l Particulars of the Stock

The Stock has been created by a resolution of a duly authorised committee of the Board and constituted by the
Deed Poll as a subordinated unsecured obligation of the Company. The Stock is being issued at 205p per Stock
Unit in an aggregate nominal amount of £891,356.80. Stockholders are entitled to the benefit of, are bound by and
are deemed to have notice cf all of the provisions of the Deed Poll. The Deed Poll contains provisions, inter afia,
to the effect set out below.

1. Payment of the Second Instalment
(@ The Company shall:

it not earlier than the date on which the RNZ Acquisition Agreement becomes unconditional in all respects;
and

{il notlater than seven days after such date and, in any event, not later than 1st September, 1996

post the Second Instalment Notice to those Stockholders whose names appear on the register of the Stock at the
close of business on the date falling two business days before the date of such Natice, provided that the Second
Instalment Notice may not be posted after the expiry of the 14 day pericd referred to in paragraph 4{e) below or
the posting of the notice required to be given by the Company as also referred to in paragraph 4(e} below, if
earlier.

(b) The Second Instalment Notice will specily a time and date (the Second instaliment Payment Date) falling not
less than 21 days and not more than 60 days after the date of the Second Instalment Notice (and, in any event,
not later than 22nd September, 1996} by which the Second Instalment will be required to be paid. The Second
Instalment Notice will also specify the amount of the Second Instaiment and the procedure for payment of the
Second Instalment. The amount of the Second Instalment shall be determined by the Directors but shall not
exceed the amount calculated by reference t6 the following formula:

A

S
where

A = the consideration payable for the RNZ Acquisition less (i) the sum funded from bank facilities provided to the
Company and (i) the aggregate of the amounts provided by the New Zealand Institutions towards the RNZ
Aguisition;

S = the number of Stock Units in issue at the close of business on the date falling two business days before the
date of the Second Instalment Notice;

provided that;
{ the maximum amount of the Second Instalment shall not exceed 131p per Stock Unit; and

(i) the Directors shall be entitied to round up the amount calculated by reference to the above formula to the
extent required to ensure that the Second Instalment is a whole number of pence per Stock Unit.

{c) Payment of the Second Instalment must be duly made (without prejudice to the absolute and sole discretion
of the Company to accept late payment) on or before the Second instaiment Payment Date. No interest will be
payable on any amounts paid before their due date and such amounts will only be applied in payment of the
Second Instalment on such date. The Company reserves the right to have cheques presented on receipt and to
instruct the Receiving Bank to seek special clearance of cheques to allow the Company to obtain value for the
remittance at the earliest opportunity.

(d} The obligation of Stockholders to pay the Second Instalment is conditional upon the passing of the RNZ
Resolution and the RNZ Acquisition Agreement becoming otherwise unconditional in all respects. if the Second
Instalment Notice is not issued on or before 1st September, 1998 or if, before the Second Instalment is issued, the
Company announces that the RNZ Acquisition will not be proceeding or if the RNZ Resolution is not passed, the
Second Instaiment will automatically and immediately be cancelled. In such event the Company shall give notice
of the cancellation within three business days thereafter and any payment made in respect of the Second
Instalment will be refunded without interest and at the risk of the persons entitled to receive it. Such notice shall
be given to Stockholders if cancellation occurs more than three business days after the latest time for acceptance
and payment under the Rights Issue, or to whomsoever it may concern {by notice in a national newspaper
published in the United Kingdom) if cancellation cccurs before, or three or less business days after, such time.

() The Second Instalment is to be paid by lodging the partly paid Stock certificate and the Second Instalment
Notice, together with a remittance for the full amount of the Second Instalment in pounds sterling made payable
in accordance with the instructions to be included in the Second Instalment Notice, with the Recasiving Bank at PO
Box 859 Consort House, East Street, Bedminster, Bristol BS99 1XZ, so as 10 arrive not later than 3.00 p.m. on the
-Becond Instalment Payment Date. The partly paid Stock certificates will, upon clearance of the remittance, be
stamped to indicate payment of the Second Instalment and will be retained by the Receiving Bank on behalf of the
relevant Stockholders pending the despatch of the certificates representing the Rights Shares.

(i Until such time as the Second Instalment in respect of any Stock Unit is duly paid or cancelied, the person(s)
who is/are for the time being registered as the holder(s) of such Stock Unit shall be liable to the Company to pay
the amount of the Second Instaiment in respect of that Stock Unit.
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(@ A person making payment of the Second Instalment by way of cheque will be deemed to represent and
warrant that his cheque will be cleared on first presentation and will also be deemed to represent and warrant to
the effect set out in paragraph 9(h) below.

{h) Each person who makes or tenders any payment in respect of the Second Instaiment will be obliged to
provide the Receiving Bank and/or the Company with such information and other evidence (if any) as the Receiving
Bank and/or the Company may require for the purpose of satisfying the requirements (referred to below as the
“verification of identity requirements”) of the Money Laundering Regulations 1993 for establishing the identity of the
person by whom, or on whose behalf, such payment is made or tendered. If the Receiving Bank determines that
the verification of identity requirements apply to any such payment and the verification of identity requirements
have not been satisfied on or before the Second Instalment Payment Date or within such further period as the
Company may, in its absolute discretion, allow, the Company may, in its absolute discretion and without prejudice
to the provisions relating to forfeiture described in paragraph 6 below and to any other rights of the Company, treat
the payment in respect of the retevant Second Instalment as not having been validly made and return the amount
of the said payment, without interest, 1o the account of the drawee bank or building society from which such
payment was originally debited. the Receiving Bank will be entitled in its absolute discretion to determine whether
the verification of identity requirements apply to any perscn who makes or tenders any payment in respect of the
Second Instalment or to any person on whose behalf the Receiving Bank considers that such person may be
acting, and whether such requirements have been satisfied. Neither the Receiving Bank nor the Company wil be
liable to any person for any loss suffered or incurred as a result of the exercise of such discretion.

If the verification of identity requirements apply, failure to provide the necessary evidence of identity
may resuit in the payment in respect of the relevant Second Instalment being treated as not having
been vaiidly made and to the provisions relating to forfeiture of Stock Units described in paragraph 6
below applying or in delays in the conversion of Stock Units or in the despatch of certificates for Rights
Shares.

Further information regarding the appiicability of the verification of identity requirements and the manner in which
the satisfaction of these requirements may be facilitated is set out in paragraph 3 of Part lll of this document.

2. Consolidation

{a) if the Second Instalment is cancelled prior to the latest time for acceptance and payment of the First
Instaiment under the Rights Issue, then:

{ii each Provisional Allotment Letter in respect of which payment of the First Instaiment has not been validly
made at the time of cancellation shall be deemed with effect from 7.00 a.m. (London time) on the day
following the date of cancellation (or, if the Second Instalment is cancelled on the latest date for
acceptance and payment of the First instalrnent under the Rights Issue but prior to the latest time, with
immediate effect) to constitute an offer of "% of the number of Stock Units previously offered thereby
(rounded down to the nearest whole number of Stock Units) on terms that the whole of the subscription
price in respect thereof is payable on acceptance;

(i} each contract constituted prior to the time of cancellation for the allotment of Stock shall be deemed with

. effect from 7.00 a.m. (London time} on the day following the date of cancellation {or, if the Second

Instalment is cancelled on the latest date for acceptance and payment of the First instalment under the

g7 hts Issue but prior to the latest time, with immediate effect) to constitute a contract for the allotment

f “Yhos in NuMber of the Stock Units to which that contract previously related (rounded down as
aforesand) at the whole of the subscription price in respect thereof;

{iy if any person accepting an offer of Stock shall have paid or pays the Company an amount which is more
than the subscription price of the Stock deemed to be offered by any Provisional Allotment Letter
pursuant to sub-paragraph (i) above or to which any such contract as is mentioned in sub-paragraph (i)
above relates, the Company shall not be obliged to refund the difference between {A) that amount and
(B} the amount specified on the face of the relevant Provisional Allotment Letter as the amount payable
on acceptance, unless such difference exceeds £3.00; and

(v} the Conversion Date shall mean 7.00 a.m. (London time) on the fifth business day after the latest time for
acceptance and payment of the First Instalment under the Rights Issue.

(b) If the Second Instalment is cancelled after the latest time for acceptance and payment of the First instalment
under the Rights lssue but before the issue of the Stock, sub-paragraphs (a){ii} and (iii} above shall apply and the
Conversion Date shall mean 7.00 a.m. (London time) on the fifth business day after the date of cancellation.

{c) If the Second Instalment is cancelled following the issue of the Stock, the partly paid Stock Units registered
in the name of a Stockholder at 7.00 a.m. {London time} on the day following the date of cancellation will at that
time automatically be consolidated on the basis that every 2.77027 partly paid Stock Units shall be consolidated
into one fully paid Stock Unit and the Conversion Date shall mean 7.00 a.m. {London time) on the fifth business day
after the date of cancellation.

(d) Fractions of Stock Units (if any) arising on consolidation will be aggregated and either they or the new GWR
Shares arising on conversion, as the Company may in its absolute discretion determine, will be sold in the market,
if & prernium over the expenses of sale, including value added tax, can be obtained and the net proceeds of sale
distributed pro rata among the persons entitled thereto as socn as reasonably practicable except that entitlernents
of less than £3.00 in respect of any holding will not be distributed but will be retained for the benefit of the
Company.
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3. Status

The Stock will constitute a subordinated unsecured obligation of the Company in accordance with the provisions
of the Deed Poll. The Stock Units are being issued under the authority granted to the Directors at the extraordinary
general meeting on 11th July, 1995,

4, Conversion

(@) Subject as set out in paragraphs 4(g) and 5 below, each fully paid Stock Unit {including each fully paid Stock
Unit arising on consolidation as described in paragraph 2 above) shall automatically be converted on the
Conversion Date into new GWR Shares at the Conversion Rate.

(b} The new GWR Shares shall be issued by the Company on the Conversion Date and the certificates for such
shares shall be despatched to the persons entitled thersto at their risk within 21 days thereafter. Fractions of new
GWR Shares will not be issued to Stockholders but will be aggregated and sold in the market, if a premium over
the expenses of sale, including value added tax, can be obtained, and the net proceeds of sale distributed pro rata
among the persons entitled thereto as soon as reasonably practicable, except that entitlements of less than £3.00
in respect of any one holding will not be distributed but will be retained for the benefit of the Company.

if the Second Instalment is less than 131p, the partly paid Stock Units registered in the name of a Stockholder shall
automatically be consolidated on the business day after the Second Instalment Payment Date on the basis that
every 205p of partly-paid Stock shall be consolidated into one fully paid Stock Unit.

{c) The new GWR Shares shall be issued credited as fully paid and will rank parf passu in all respects with the
GWR Shares in issue on the Conversion Date carrying the right to receive in full alt dividends and distributions
declared, made or paid after that date, save that they will not rank for the final dividend in respect of the financial
period ended 30th September, 1995. In the event that the Conversion Date occurs after the record date for any
such dividend or distribution, an equivalent dividend will be paid, without interest, on the later of the payment date
for such dividend or distribution and 21 days after the Conversion Date t0 the holders of Rights Shares whose
names appear on the register of members of the Company at the close of business on the Conversion Date.

{d) The Company shall use its reasonable endeavours to obtain a listing for the new GWR Shares on the London
Stock Exchange.

{e) If prior to the Conversion Date but after the Second Instaiment notice has been issued, any offer is made to
all the holders of GWR Shares {or to all such holders other than the offeror and/or any company controlled by the
offeror and/or persons associated or acting in concert with the offeror} to acquire the whole or any part of the GWR
Share capital, or if any person proposes a scheme with regard to such acquisition, and the Company becomes
aware that the right to cast more than 50 per cent. of the votes which may ordinarily be cast on a poll at a general
meeting of the Company has or will become vested in the offeror and/or any such companies or persons aforesaid,
the Company shall give, by post, notice of that fact in writing to the Stockholders within 14 days of its becoming
so aware if at the time of posting of such notice the Second Instalment shall not have been cancelled. Each such
Stockholder shall be entitled, subject to paragraph 9(b) below, within the period of 7 days after the date of such
notice to tender and make payment of the Seccnd Instalment on all or any of the Stock held by him and/or to
require the Company to consolidate partly paid Stock held by him on the basis set out in paragraph 4 above and,
in either case, to require the fully paid Stock arising from such payment of the Second instalment and/or from such
consolidation {as the case may be} to be converted into new GWR Shares at the Conversion Rate applicable on
the last business day in such 7 day period as if such last business day were the Conversion Date. At 7.00 a.m.
(London time) on the last business day of such 7 day period all fully paid Stock in respect of which payment of the
Second Instalment shall then have been validly made shall be automatically converted into new GWR Shares at
such Conversion Rate and all partly paid Stock in respect of which payment of the Second Instalment shall not
then have been validly made shall be consclidated on the basis set out in paragraph 4 above and the fully paid
Stock arising from such consolidation shall be automatically converted into new GWR Shares at such Conversion
Rate. In these circumstances a Stockholder who does not tender the Second Instaiment pursuant to this provision
shall not be required to pay the Second Instaiment and a Stockholder who tenders and pays the Second
Instalment pursuant to this provision shalt not be entitled to reimbursement thereof.

{f} The Conversion Rate shall from time to time be adjusted in accordance with the provisions of the Deed Poll
upon the happening of the following events:

i} theissue of GWR Shares credited as fully paid by way of capitatisation of profits or reserves (otherwise
than by way of scrip dividend where GWR Shares are issued in lieu of cash dividends);

(i) theissue of GWR Shares credited as fully paid by way of scrip dividend {otherwise than where the market
value {as defined in the Deed Poll} of the number of GWR Shares falling to be so issued does not exceed
the amount per existing GWR Share of the cash dividend in respect of which an election has instead been
made to receive GWR Shares);

(i) the consclidation or sub-division of GWR Shares;

(iv) the making of any capital distribution {as defined in the Deed Poli) to the holders of GWR Shares or the
grant to such holders of the right to acquire assets of the Company or any of its subsidiaries wholly for
cash;

) the issue of GWR Shares for subscription by way of rights or otherwise wholly for cash (otherwise than
upon the exercise of any rights of conversion into or exchange or subscription for GWR Shares attached
to any convertible securities (as defined in the Deed Poll as securities, excluding the Stock but including
warrants, options and other rights, which have attached thereto rights of conversion into or exchange or
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subscription for GWR Shares) or upon conversion of the Stock) at a price per GWR Share which is less
than 95 per cent. of the Current Market Price per GWR Share (as defined in the Deed Poll) on the date
on which the terms of such issue are publicly announced; and

i) the issue or grant of any convertible securities (defined as above) either wholly for cash or for no
consideration where, in either case, the consideration per GWR Share receivable upon exercise of the
rights of conversion, exchange or subscription attached to such convertible securities is less than 95 per
cent. of the current market price per GWR Share on the date on which the terms of such issue or grang
are publicly announced, or the modification of such rights so that the consideration receivable per GWR
Share upon exercise of such rights becomes or continues to be less than 95 per cent. of the Current
Market Price per GWR Share (as defined in the Deed Poll} on the date on which the proposals to madify
such rights is publicly announced.

No adjustment will be made where such adjustment would result in a change in the number of new GWR Shares
into which a fully paid Stock Unit would otherwise convert of less than 1 per cent. of the number of such new GWR
Shares expressed in the Gonversion Rate then in force. Any adjustment not so made will be carried forward and
taken into account in any subsequent adjustment. Stockholders will be notified of any adjustment in accordance
with the provisions of the Deed Poll.

No adjustment shall be made if it would result in any GWR Shares falling to be issued at a discount to their nominal
value and whilst any Stock remains outstanding and capable of being converted the Company may not take any
action the effect of which would be that on conversion of any Stock the Company would be required to issue GWR
Shares at a discount to their nominal value.

No adjustment shall be macde where GWR Shares or convertible securities (defined as above) are issued or granted
pursuant to any employee share scheme or on the exercise of any rights of conversion, exchange or subscription
attached to any such convertible securities so issued or granted or where the rights attached to any such
convertible securities so issued or granted are modified.

@) If at any time before the Corwersion Date the Company commences liquidation, whether voluntary or
compulsory (except in the case of a voluntary fiquidation for the purposes of reconstruction or amalgamation
approved by an extraordinary resolution of Stockholders), it shall immediately give notice to all Stockholders.
During the period of six weeks after the date of such notice each Stockholder shail be entitied to elect either to treat
his Stock Units as repayable at the nominal amount paid up thereon or to treat his Stock Units as if all his
conversion rights had been exercisable and exercised as at the date immediately preceding the date of such
commencement at the Conversion Rate then applicable. In this latter event, any Stockholder shall, subject to as
set out below in this paragraph, in lieu of payments which would otherwise have become due in respect of his
Stock Units, be deemed to have converted his Stock Units and to have become entitled to participate in the assets
avaitable in the liquidation pari passu with the holders of the GWR Share capital as if he were the holder of the GWR
Shares {including any fractional entitlernent) to which he would have become entitled by virtue of such conversion
and had ceased to be entitied to any payments in respect of his Stock Units. Notwithstanding the foregoing, a
Stockholder making such latter election shall be entitled to receive and retain any payments in respect of the Stock
Units in relation to which he shall have made such election which shall have become due before the date
immediately preceding the date of such commencement as though he had not made such election. Subject as set
out in this paragraph 4(g), the Stock Units shall cease to be convertible in the event of commencemnent of
fiquidation of the Comparny. If such event occurs before the Second Instalment Payment Date, the Second
Instalment shall be cancelled.

() Any Stockholder who holds such amount of Stock which, upon the issue to him of new GWR Shares following
conversion of such Stock, would, when such new GWR Shares are taken together with other interests which he
and persons acting in concert with him may have in the Company, oblige him to make an offer for the GWR Shares
under the provisions of Rule 9 of the City Code on Takeovers and Mergers, may, by notice in writing given to the
Company on or before the date (the “Original Conversion Date”) which would, but for an election being made by
him pursuant to this provision, have been the applicable Conversion Date in respect of such Stock, elect to defer
conversion of his Stock, provided that he undertakes, in terms reasonably satisfactory to the Company, to dispose,
as soon as reasonably practicable, of sufficient Stock or ather interests as would reduce his holding on conversion
below such an amount. If such disposal is made after 7.00 a.m. (London time) on the Original Conversion Date,
such Stock shall be converted at 7.00 a.m. (London time) on the first business day immediately following the date
of such disposal at the Conversicn Rate then applicable, but adjusted in such manner as the auditors of the
Company deem appropriate and fair.

5. Repayment if no conversion

{8} The provisions described in this paragraph 5 shall apply if any Stock, through operation of law or otherwise,
is not converted into GWR Shares pursuant to the provisions described in paragraph 4 above, other than any
Stock which is liable to forfeiture pursuant to the provisions described in paragraph 6 below.

() Any Stock Unit which is not converted before 1st January, 2001 will be repaid on that date at that part of its
nominal amount as shall be paid up and without repayment of any amount representing the premium paid
therefor.

{c) Any Stock which is not converted on the Conversion Date will bear interest at such a rate (certified by the

- auditors of the Company whose certificate shall, in the absence of manifest error, be binding on the Company and
the Stockholders) as will result in the Stockholder receiving (after alfowing for taxation, but without having regard
to any specific taxation circumstances of any Stockholder):

) inrespect of the period commencing on the Conversion Date and ending on 31st Decemnber, 1996 such
amount as the Stockholder would have received by way of dividend had his Stock Units been converted
into new GWR Shares on the Conversion Date; and
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(i) in respect of each of the four calendar years ending 31st December, 1997 to 31st Decemnber, 2000, a
yield to maturity on the amount duly paid for his Stock {ncluding any premium paid thereon) reasonably
equivalent to the vield to maturity payable on stock considered by the auditors of the Company to be
reasonably equivalent to the Stock, such yield to include an amount equivalent to that which wouid result
from the payment, calculated on a pro rata basis over the anticipated maturity of the Stock, of the amount
of the premium {but not of the nominal amount) duly paid for his Stock.

Any amount of interest so payable shail accrue from day to day, but shall be payable only on the last business day
of each calendar year during which the Stock remains outstanding, commencing on 31st December, 19986.

(d) Notwithstanding paragraphs 5{a), (b) and (¢} above, the Company is cbliged 1o use all reasonable endeavours
to procure the conversion of the Stock and if, after the Conversion Date but before its maturity date, the Stock
should be converted, the Conversion Rate applicable on conversion shall be adjusted in such a manner as the
auditors of the Company shall deem appropriate and fair, including taking account of any payment made in respect
of the Stock pursuant to the preceding provisions described in this paragraph 5 and the entitiement, if any, of the
new GWR Shares to dividends in respect of the calendar year in which the Stock is converted.

6. Forfeiture

(a) Any Stock Units in respect of which payment of the Second Instalment or any part thereof {the “outstanding
amount”) is notvalidly made when due shali be liable to be forfeited, together with the First Instaiment paid thereon,
without prejudice to any other rights of the Company, by a resolution of the Directors to that effect. Time shall be
of the essence for payment of any amount due under the Deed Poll. Any Stock Units so forfeited shall become the
property of the Company and either:

il may thereupon be converted into a number of new GWR Shares equat to the number of new GWR
Shares into which Stock Units of which the nominal amount would be paid up in full by an amount equal
to the amount received by the Company for such forfeited Stock Units would be convertible, at the
Conversion Rate then applicable, which new GWR Shares may thereafter be sold, reallotted or otherwise
disposed of; or

(i) may be sold, reallotted or otherwise disposed of; or
(i} may be cancelled

in each case, if and on such terms, as the Directors, in their absolute discretion, think fit. The Directors may, if
necessary, authorise any person to transfer forfeited Stock or new GWHR Shares into which it has converted for the
above purposes.

(6} The Directors may require any Stockholder who, being liable to pay the Second Instalment, fails to make
payment when due, to pay the outstanding amount together with interest thereon at such rate as the Directors may
determine not exceeding 15 per cent. per annum from the Second Instalment Payment Date to the date of
payment by him (both dates inclusive).

{c) Following the payment of the oustanding amount {together with interest, if applicable) being validly made, the
Directors may, in their absolute discretion, determine that the Stockholder paying the outstanding amount shall be
permitted to convert the Stock in respect of which such payment was made, in which case conversion of such
Stock shall take place automatically at 7.00 a.m. (London time) on such date as the Birectors may, in their absolute
discretion, determine. Save as aforesaid, such Stock shall not be converted.

(d) If any Stock Unit in respect of which payment of the outstanding amount has not been validly made, or any
new GWR Shares into which each Stock Unit may be converted as provided in paragraph 6{g) above, shall be sold,
reallotted or otherwise disposed of pursuant to that paragraph following the forfeiture of that Stock Unit and the
net proceeds received by the Company (after deduction of the expenses of such reallotment, sale or other
disposal) shall fall short of the aggregate of the First Instalment and the Second Instalment payabie for such Stock
Unit, the Company shall be entitled to recover the amount of such shortfall from the person whose name appeared
on the register as the holder of such Stock Unit at the time of such forfeiture.

7. Transfers

{a) The Stock will initially be represented by nil paid Provisional Allotment Letters. Pending despatch of partly paid
Stock certificates, transfer of Stock Units will be certified against the register. Save as provided in the
circumstances described in paragraphs & and 9, every Stockholder will, after payment of the First Instaiment, be
entitled to transfer all or any of his Stock in, but only in, whole Stock Units. The instrument of transfer shall be in
writing in the usual or common form for securities or in such other form as the Directors may from time to time
approve and shall be signed by the transferee. By subscribing or purchasing or being a transferee of, or by
applying, or causing application to be made, for registration as the holder of any partly paid Stock, a person agrees
to be bound by the provisions of the Deed Folt. The persons tendering any documents for registration will be
deemed to warrant their authority 1o do so as, ¢r on behalf of, the persons in whose names registration is
requested.

(b} Stock Units in respect of which payment of any amount shall not have been validly made when due shall not,
s0 long as any such amount {together with interest, if applicable) remains so unpaid, be transferable without the
consent of the Directors, which may be given on such terms and subject to such conditions as they may in their
absolute discretion determine.

(¢} Where a Stockholder has transferred a part only of his holding of Stock Units, he shall be entitled without
charge to a Stock certificate for the balance of such holding.
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8. Undertakings
So long as the Stock or any part of it remains outstanding:

@)

{&)

{d)

(e)

except in the event that arrangements are or have been offered to the Stockholders which would ensure
that the rights of the Stockholders would not be prejudiced, the Company will procure that no
compromise or arrangement within the meaning of section 425 of the Act affecting the GWR Shares shall
become effective unless the Stockholders shall be parties to the compromise or arrangerment and unless
the compromise or arrangement shall be appraved by the Stockholders in the manner prescribed by that
section;

without prejudice to its rights t0 consolidate or subdivide shares or convert shares into stock or vice
versa, the Company will not (except with the previous sanction of an extraordinary resolution of
Stockholders) at any time convert any issued capital into equity share capital except in accordance with
the terms of issue thereof or alter the rights attached 1o all or any part of the GWR Share capital in issue
from time to time or attach any special rights, privileges or restrictions thereto or create or issue any new
class of equity share capital other than:

) GWR Shares ranking pari passu in all repects with the GWR Share capital at that time except GWR
Shares subject to restrictions on their rights to receive dividends or other distributions or on their
rights on a return of capital or on their rights to participate in any issue by way of capitalisation of
profits or reserves or on their voting rights which, in the case of any such restriction, make such
rights less favourable than those attached to the GWR Shares; or

{i} equity share capital which confers the right to a fixed amount on return of capital and to a fixed
dividend in priority to the rights attached to the GWR Shares at that time and which constitutes
equity share capital by virtue only of:

{A} an entitlement to share pari passu with the holders of GWR Shares and any other class of
shares conferring a similar entittement in any surplus assets existing after the payment in
respect of each GWR Share of the aggregate of the capital paid up or credited as paid up on
such share and an amount equal to either 10,000 times the net tangible assets of the Company
per GWR Share (calculated by reference to the latest audited consolidated accounts of the
Company at the time of creation of such shares) or a sum not less than £5,000 per GWR Share
(as adjusted to reflect any subdivision, consolidation or reclassification) whichever is the higher,
and/or

(B) an entitlement to share par passu with the holders of GWR Shares and any other class of
shares conferring a similar entitiement in the profits available for distribution which the Company
may determine to distribute in respect of any financial year after the payment in respect of each
GWR Share of a dividend equal to not less than 10,000 times the aggregate of the interim
dividend(s) (if any) and the final dividend for the preceding financial year as shown in the audited
consolidated accounts of the Company in respect of such period or, if such accounts have not
been published, the aggregate of such dividends for the second preceding financial year as so
shown or of a dividend of not less than £1,000 per GWR Share (as adjusted to reflect any
subdivision, consolidation or reclassification) whichever is the higher;

{iy equity share capital issued pursuant to an employees' share scheme {within the meaning of section
743 of the Act);

unless, in the opinion of Hambros or any other reputable merchant bank in the City of London selected
by the Company (acting as an expert and not as an arbitrator), any such conversion, alteration, creation
or issug is not materially prejudicial to the interests of Stockholders;

the Company shall not (except where for the time being permitted by law without the necessity for any
consent of the Court or with the previous sanction of an extraordinary resolution of Stockholders) reduce
its share capital, any uncalled liability in respect thereof, or any capital redemption reserve (but the
Company shall not by the foregoing be precluded from reducing or canceliing all or any part of its share
premium account or from making any reduction of capital not involving a payment to, or a retease of a
liability of, shareholders) and shall not {except with the previous sanction of an extracrdinary resolution of
Stockholders) make any purchase of its own shares;

the Company shall keep available sufficient authorised and unissued share capital to satisfy in full al
rights for the time being outstanding of conversion of the Stock into new GWR Shares; and

the Company shall send to Stockholders a copy of every document sent to the holders of the GWR
Shares at the time the same is sent to such holders.

9. Restrictions on Ownership and Transfer

(@ Neither the Stock Units nor the new GWR Shares will be distributed in or into the United States or Canada or
- Australia or any other jurisdicticn in which such distribution would be unlawful.

(b) Each person tendering payment in respect of any Stock Units shall, in so doing, unless otherwise determined
by the Directors in their absolute discretion, be deemed to represent and warrant to the Company that such person
is not in the United States or Canada or Australia and is not acting for the account or benefit of a person within the
United States or Canada or Australia unless the person is so acting as an authorised employee of such other
person or has investment discretion over an account for such other person.
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{c) The inability of a Stockholder to give the representation and warranty referred to in paragraph 9(b) above in
respect of any Stock Units wili not relieve such Stockholder of the obligation to pay the Second Instalment on such
Stock Units. Upon payment by such Stockholder of the Second Instalment on such Stock Units, the Company will
make arrangementis for the sale of such Stock Units {or, if after the Conversion Date, the new GWR Shares) and
any net proceeds of sale to be distributed to the former registered holder of the relevant stock {or, in the case of
joint holders, the first-named joint holder) in the form of a cheque, after deduction of the expenses of sale, by post
at the risk of the persen(s) entitled thereto.

10. Modification of Rights

The Stockhelders may by extraordinary resolution, inter afia, sanction any modification, abrogation or compromise
of or any arrangements in respect of their rights against the Company and assent to any amendment of the
provisions of the Deed Poll proposed or approved by the Company. Notwithstanding the foregoing, the Company
may, with the consent of Hambros or any other reputable merchant bank in the City of London selected by the
Company acting in good faith, amend the provisions of the Deed Poll, without such sanction or assent if, in the
opinion of Hambros or such other merchant bank (as the case may be}, such amendment would not be materially
prejudicial to the interests of the Stockholders or is of a formal, minor or technical nature or 10 correct 2 manifest
error. Any opinion of Hambros or such other merchant bank (as the case may bg) in this regard shall be arrived at
inits absolute discretion and acting in good faith and no liability whatsosver shall attach to Hambros or such other
merchant bank (as the case may bej in respect thereof.

11. Notices

{a} Any notice or other document may be served on or delivered to any Stockholder by the Company or by the
Directors, either personally or by sending it through the post in a prepald cover addressed to such Stockholder at
his registered address or at such other address as such Stockholder may have specified in writing to the Company
or the Company’s agent for the delivery of Stock certificates and/or other documentation relating to the Stock
(provided that, in the case of the Second Instalment Notice, any Stockholder giving an address other than his
registered address is notified at his registered address that such Notice has been sent to such other address) or
(if he has no registered address within the United Kingdom) to the address, if any, within the United Kingdom
supplied by him to the Company as his address for the service of notices, or by delivering it to such address. Any
notice or document served or delivered to the joint holder of any Stock whose name stands first in the register in
respect of such Stock shall be sufficient notice to or service on all the joint holders. For such purpose, a joint holder
having no registered address in the United Kingdom and not having supplied an address within the United
Kingdorn for the service of notices shall be disregarded.

(b} Notice may be given to the person(s) entitled to any Stock in consequence of the death or bankruptcy of any
Stockholder by sending the same by post in a prepaid cover addressed to such person(s} by name or by the title
of the representatives or trustees of such Stockholder at the address (if any} in the United Kingdom supplied for
the purpose by or on behalf of such person(s) or (until such name and address are supplied) by giving notice in the
manner in which it would have been given if the death or bankruptcy had not occurred.

{c} Where a notice or other document is served or sent by first class post, service or delivery shall be deemed to
be effected 24 hours after the time when the cover containing the same is posted in the case of service by first
class post, or 48 hours after the time of posting in the case of service by second class post. In proving such service
or delivery, it shall be sufficient to prove that such cover was properly addressed, stamped and posted.

(d) A Stockholder who, having no registered address within the United Kingdom, has not supplied to the
Company an address within the United Kingdom for the service of notices shall not be entitled to receive notices
or other documents from the Company, provided that the Company may, at its discretion, give notices to such
Stockholders by advertisement (to Stockholders generally) in a national newspaper published in the United
Kingdom, and any such notices shall be deemed to be effective on the date of such publication.

{e) Ifatany time the Company is unable effectively to give notice by post in the United Kingdom as a result of the
suspension or curtailment of postal services, or if, at the time that such notice is to be posted, a register of the
Stock has not yet been established, notice may be given to Stockholders by advertisement in a national
newspaper published in the United Kingdom, such nctice to be deemed to be effective on the date of publication.
In any such case, the Company shall send cenfirmatory copies of the notice by post as soon as practicable after
normmal postal services throughout the United Kingdom are restored or, as the case may reguire, after the
establishment of the register.

12. Governing Law

The Deed Poll and the Stock are governed by and construed in accordance with English law and any disputes
arising in respect thereof shall be subject to the jurisdiction of the English courts.

The Deed Poli does not contain any restriction on the disposal of assets by, or on changes in the nature
of the business of, the Company and its subsidiaries, or on borrowings which are secured or otherwise
rank in priority to the Stock, and does not provide for any subsidiaries of the Company to guarantee the
- Stock.
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PART |X Additional information

1.

Responsibility

The Directors of GWR, whose names appear in paragraph 2 below, accept responsibility for the information
contained in this document. To the best of the knowledge and belief of the Directors (who have taken ali reasonable
care to ensure that such is the case), the information contained in this document is in accordance with the facts
and does not omit anything likely to affect the import of such information.

2,

Directors
The Directors and their principal functions are as follows:
Henry Paul John Meakin Non-executive chairman
Roger Neill Gilbert, FCA Non-executive deputy chairman
Richard John Palmer Non-executive vice chairman
Ralph Mitchell Bernard Chief executive
Clarence Edwin Blackwell Operations director
Stella Jane Pirie, FCA Finance director
Nicholas Stewart Tresilian Development director
John Patrick Enfield Taylor, FCA Non-executive
Jonathon Hugh Trafford Non-executive

The business address of the Directors is the registered office of the Company.

3.
(a)

(o)
(©
©

fe)

(9

)

The Company and its activities

GWR is incorporated in England (Registered No. 715143). The principal activities of the GWR Group are the
operation of independent radio licences in the South, Midlands and East of England.

The registered office of the Company is at The Watershed, Canons Road, Bristol BS39 7SN.
The head office of the Company is PO Box 2345, 3B2, Westlea, Swindon, Wiltshire SN5 7HF,

GWR was incorporated on 12th February, 1962 and registered as a public company on 29th March, 1982,
GWR operates under the Act.

GWR is the holding company of the Group. The principal objects of the Company are to produce and provide
programmes for independent radio broadcasting and generally to carry on business as producers, editors,
sellers, distributors, agents and dealers in programmes and material of all kinds and all forms of broadcasting
and entertainment on radio whether transmitted, recorded, reproduced or howsoever received and to enter
into and carry into effect such contracts and agreements and to do all such other things as shall in the opinion
of the Company, be conducive to the above purposes. Such objects are described in Clause IV{A)(il) of the
Company's Memorandum of Association.

The Group has onhe material class of business. All of the Group's turnover for the three years ended 30th
September, 1995 was generated in the United Kingdom.

The Group is dependent on licences awarded by the Radio Authority. Further details regarding the regime in
respect of licences awarded by the Radio Authority are given in Part | of this document.

The average numbers of full-time employees over the last three years, analysed by main category of activity,
has been as follows:

Year ended 30th September,

1993 1994 1995

Selling programming, engineering and news 126* 315 394
Administration 31* 78 95
157 393 489

*“The analysis of full-time employees for the year ended 30th September, 1993 has been estimated using the ratio of employees in the year ended
30th September, 1994,

52




)

GWR’s share capital

The authorised and issued and fully paid share capital of GWR (i} at present, (i) as it will be after
implermentation of the East Anglian Radio Offer {assuming full acceptance of the East Anglian Radio Offer and
the exercise of all outstanding options under the East Anglian Radi¢ Share Option Scheme)} and after the
implementation of the Rights Issue (assuming the Second Instaiment Notice is not issued) and i) as it will be
after implementation of the East Anglian Radio Offer (assuming full acceptance of the East Anglian Radio Offer
and the exercise of all outstanding options under the East Anglian Radio Share Option Scheme) and after
implementation of the Rights Issue {assuming the Second Instalment Notice is issued and the maximum
amount of the Second Instalment is called) is as follows:

Second Instalment Second Instalment
Present Notice not issued Notice issued
Nominal Number Nominal Number Nominal Number
GWR Shares value  of shares value of shares value of shares
(£°000) {£°000) {£'000)
Authorised 4,665.0 93,300,000 6,500 130,000,000 6,500 130,000,000

lssued and fully paid 3.476.3 69,525,830 4,301.4 86,027,369 4871.0 97,419,344

The following issues of shares, all of which are credited as fully paid, have been made by GWR during the three
years preceeding the date of this document:

Price per Number of
Date of issue share  Note shares
28th June, 1993 30.125p 59,840
12th November, 1993 15.625p 2,800
14th January, 1994 —_ 1 8,119,056
14th January, 1994 78.75p 2,434,160
20th January, 1994 70.625p 13,096,360
1st February, 1994 15.625p 007,944
1st February, 1994 24.75p 1,161,696
9th June, 1994 109.375p 1,797,008
20th June, 1994 24.75p 8,000
21st June, 1994 — 2 645,472
19th July, 1994 — 2 184
12th August, 1994 —_ 2 4,256
22nd August, 1994 24.75p 64,000
12th April, 1995 — 3 19,920,462
26th April, 1995 — 4 26,560,616
17th August, 1995 32.25p 32,000
17th August, 1995 15.625p 3,600
17th August, 1985 32.375p 40,000
17th August, 1985 16.00p 8,000
17th August, 1995 24.75p 52,000
From 17th August, 1985 to 15th January, 1996 —_ 5 16,268,996

1. lIssued as consideration for the acquisition of shares in Radio Trent Limited, Mercia Sound Limited and
Leicester Sound Limited.

2. lIssued on the basis of 053257 shares in GWR for each fully paid up £1 share in Mid Anglia Radio pic to
shareholders in Mid Anglia Radio plc accepting GWR's offer for the whole of the issued share capital of
Mid Anglia Radio plc (and not electing for the cash alternative under that offer))

3. lIssued in respect of a 1 for 4 subdivision of the existing share capital.
Issued in respect of a 1 for 1 capitalisation.

5. lssued on the basis of 2.379906 shares of GWR for each fully paid up ordinary share in Chiltern Radio to
shareholders in Chiltern Radio accepting GWR's offer for the whole of the issued share capital of Chiltern
Radio PLC (and not accepting the cash alternative under that offer.)

Under the terms of the Share Option Schemes, options to subscribe for an aggregate of 1,267,912 GWR
Shares have been granted as set out below. The sum of £1 was paid in consideration for the grant of options
under each option agreement, irespective of the number of GWR Shares comprised in the option agreement.
Save as disclosed no share or loan capital of the Company or of its subsidiaries is under option or is agreed
conditionally or unconditionally to be put under option.

&~

Number of
GWR Shares .
Exercise period under option - Exercise price
To 26th October, 1997 24,000 15.625p
To 4th March, 1998 4,400 15.625p
To 15th November, 1998 320 30.126p
To 31st January, 2001 116,000 24.75p
To 11th February, 2002 40,000 32.375p
To 2nd March, 2002 32,000 32.25p
1st February, 1996 to 31st January, 2003 528,000 47.5p
10th March, 1997 to 9th March, 2004 3,192 . 47.0p
28th July, 1998 to 27th July, 2005 520,000 122.0p
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5.

QOther than as disclosed in this paragraph and save for the Stock Units, Rights Shares and GWR
Consideration Shares, no share or loan capital of the Company or any of its subsidiaries has been issued in
the two years immediately preceding the date of this document, or is proposed to be issued, for cash or
otherwise.

The 1995 Executive Share Option Scheme (the “1995 Executive Scheme”) was adopted on 30th March,
1905. Bligible Employees {as defined) or any director or other employee of the Company and any subsidiary
which a duly authorised committee of the board {the “Committee”) determines can participate. The 1995
Executive Scheme is administered by the Committee, Options may not be transterred, assigned or charged.
The share capital limit on opticns is 10 per cent. of the number of GWR Shares in issue on the date of grant.
Options will not be granted to an Eligible Employee less than two years before his retirement date. The
inclividual limit on options (when aggregated with subsisting options and any cthers granted under other
schemes established by the Company or assogiates) is the greater of £100,000 and four times the amount
of the Eligible Employee’s relevant emoluments for the current or preceding year of assessment. Generally,
options are not exercisable before the third anniversary of the date of grant, nor until the Committee is satisfied
that applicable objective conditions are met, nor after the tenth anniversary of the date of grant. Where an
option has been partially exercised the balance remains exercisable. Save for any rights determined by
reference 10 a date preceding the date of allotment and issue of scheme shares, scheme shares rank pari
passu with GWR Shares. The Company is required to apply to the London Stock Exchange for any schems
shares issued upon the exercise of an cption to be admitted to the Official List. The Company is not
responsible for any tax or other liability of holders of options under the 1995 Executive Scheme to which that
holder is or becomes subject as a result of his or her participation.

The 1995 Savings-Related Share Option Scheme (the *1995 Savings-Related Scheme”) was adopted on 30th
March, 1995, Eligible Employees (as defined) or any other director or employee nominated by a duly authorised
committee of the Board (the “Committee”) as eligible can participate. The Committee may issue invitations to
apply for optiens as it thinks fit. The Committee shall have the power to determine with which savings
institutions Eligible Employees may enter into savings contracts. Should valid applications be received over an
aggregate number of scheme shares exceeding the limit determined by the Committes, the Committee shall
scale down applications. Should the number of scheme shares available following the steps remain insufficient
to satisfy the applications received, no option shall be granted. No options may be transferred assigned or
charged. Limits are placed on the number of options which may be granted by reference, infer alia, to the rules
of the savings contracts and such that the number of scheme shares will not exceed 10 per cent. of the number
of GWR Shares in issue. An option may only be exercised over the number of scheme shares which may be
acquired with the amount repaid under the related savings contract. if an option is exercised in respect of part
only of the scheme shares, the option in respect of the balance shall lapse. Save for any rights determined by

" reference to a date preceding the date of allotment and issue of scheme shares, the scheme shares issued on

the exercise of an option shall rank pari passu with GWR Shares. The Company shall keep avallable sufficient
authorised and unissued scheme shares to satisfy the exercise to the full extent still possible of any options
taking account of any other obligations of the Company to issue unissued scheme shares. The Company is not
responsible for any tax or other liability of holders of option under the 1995 Savings-Related Scheme to which
that holder is or becomes subject as a result of his or her participation.

All the existing issued GWR Shares are listed on the London Stock Exchange, which is the only stock
exchange on which listing of the Stock Units, Rights Shares and the GWR Congideration Shares is being
sought.

The existing issued GWR Shares are, and the Stock Units, Rights Shares and GWR Consideration Shares will
be, in registered form.

The following table shows the market values for GWR Shares on the first business day of each month from
October 1995 to March 1998 inclusive and on 20th March, 19986 {the latest practicable date prior to the
posting of this document):

2nd October, 1995 138p
1st November, 1995 156p
1st December, 1995 172p
2nd January, 1996 178p
1st February, 1296 188p
1st March, 1996 232p
20th March, 1996 251p

Summary of the rights of GWR Shares

The Articles of Association of GWR contain provisions, inter alia, relating to the following rights attaching to the
GWR Shares:

0

(it

Share capital

The nominal value of each of the GWR Shares is 5p. The authorised share capital may be increased by
ordinary resolution and reduced by special resolution.

Voting

On a show of hands, every member who is present, in person, and who is a registered holder of GWR Shares
is entitled to one vote for each GWR Share and, on a poll, every member who is a registered holder of GWR
Shares who is present in person or by proxy is entitled to one vote for each GWR Share,
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Any member who, pursuant to the Articles, has been served with a notice by the Board reguiring him to
furnish the Board with information and evidence or further information and further evidence and who does not
do so within the prescribed periods, shall not, with effect from the expiration of such period and until
information or evidence is furnished to the satisfaction of the Board, be entitled to receive notice of, or to
attend or vote at (either in person, by proxy or by representative) any general meeting of the Company cor any
separate meeting of the holders of any class of shares or on a poll to exercise any other rights conferred by
membership in relation to any such meeting or poll other than in respect of such of the shares heid by such
member as it shall have been established to the satisfaction of the Board are not shares in respect of which
the Board may serve a Transfer Notice (as defined below).

Any member who has been served with a Transfer Notice shall not in respect of the number of shares
specified in the Transfer Notice be entitled with effect from the date of service of the Transfer Notice to receive
a notice of, or attend or vote at, any general meeting of the Company or any separate meeting of the holders
of any class of shares or on a poll to exercise any other right conferred by membership in relation to any such
meeting or poll.

If a member, or any other person appearing to be interested in shares held by that member has been issued
with a section 212 notice and has failed in relation to any shares (“the default shares” which exprassion shall
include any further shares which are issued in respect of such shares) unless a separate notice is issued in
respect of such further shares to give the Company the information thereby required within the prescribed
period from the date of service of the section 212 notice, or, in purported compliance with such notice, has
made a statement which is false or inadequate in a material particular, then the Board may serve on the holder
of such default shares a notice (a “disenfranchisement notice”) whereupon the member shall not with effect
from the expiration of twenty-eight days after the date of service of the disenfranchisement notice be entitied
in respect of the default shares to be present or to vote {either in person or by representative or proxy) at any
general meeting of the Company or at any separate meeting of the holders of any class of shares of the
Company or on any poll or to exercise any other right conferred by membership in relation to any such
meeting or poll.

Dividend's

Subject to the provisions of the Act, the Company may by ordinary resolution declare that dividends be paid
to members according to their respective rights and interests in the profits of the Company available for
distribution. However, no dividend shall exceed the amount recommended by the Board. Where a
disenfranchisement notice has been served and the default shares represent at least 0.25 per cent in nominal
value of their class any dividend or other money payable in respect of the shares shall be withheld by the
Company, which shalf not have any obligation to pay interest on it and the member shall not be entitled to elect
pursuant to the Articles to receive shares instead of that dividend.

Except as otherwise provided by the rights attaching to shares, all dividends shall be declared and paid
according to the amounts paid up (otherwise than in advance of calls) on the shares oh which the dividend
is paid and shall be apportioned and paid pro rata according to the amounts paid up or credited as paid on
the shares during any portion or portions of the pericd in respect of which the dividend is paid but if any share
is issued on terms providing that it shall rank for dividend as from a particular date or be entitled to dividends
declared after a particular date it shail rank for or be entitled to dividends accordingly.

All dividends and interest shall be paid {subject to any lien of the Company) to those members whose names
shall be on the register at the date at which such dividend shall be declared or at the date at which such
interest shall be payable respectively, or at such date as the Company by ordinary resolution or the Board may
determine, notwithstanding any subsequent transfer or transmission of shares. The Board may pay the
dividends or interest payable on shares in respect of which any person is by transmission entitled to be
registered as holder to such person upon production of such cerificate and evidence as would be reguired
if such person desired to be registered as a member in respect of such shares.

The Board may with the authority of an ordinary resolution of the Company direct that payment of any dividend
declared may be satisfied wholly or partly by the distribution of specific assets, and in particular, of fully paid
up shares or debentures of any other company or in any one or more of such ways. Where any difficulty arises
in regard to such distribution the Board may settle it as it thinks fit. In particular, the Board may issue fractional
certificates or authorise any person to sell and transfer any fractions or disregard fractions altogether, fix the
value for distribution of such assets or any part thereof and determine that cash payments may be made to
any members on the footing of the value so fixed, in order to adjust the rights of members and vest any such
assets in trustees on trust for the persons entitled to the dividend.

Untess otherwise provided by rights attached to the share, no dividend or other moneys payable by the
Company or in respect of a share shall bear interest as against the Company.

The Company may pay any dividend interest or other sum payable in respect of a share in cash or by direct
debit, bank transfer, cheque, dividend warrant or money order and may send the same by post or other
delivery service to the registered address (or in the case of a Depositary subject to the approval of the Board,
such persons and addresses) of the member or person entitled to it {or if twe or more persons are holders of
the share or are jointly entitled to it by reason of the death or bankruptcy of the member or otherwise by
operation of law to the registered address of such of those persons as is first named in the Register) or to such
person and such address as such member or person or persons may direct in writing.

Every chegue, warrant or order is sent at the risk of the person entitled to the money represented by it and
shall be made payable to the order of the person or persons entitled or, where an authority in that behalf shall
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have been received by the Company in such form as the Company shall consider sufficient, 1o such other
person as the person or persons entitled may direct in writing. Payment of the cheque, warrant or order to the
person entitled or the person specified in such autherity shall be a good discharge to the Company. If any
such cheque, warrant or order has or shall be alleged to have been lost, stolen or destroyed the Board may
at the request of the person entitled thereto issue a replacement cheque, warrant or order, subject to
compliance with such conditions as to evidence and indemnity and the payment of out of pocket expenses
of the Company in connection with the request as the Board may think fit.

Any joim'hoider or other person jointly entitfed to a share may give an effective receipt for any dividend or other
moneys payable in respect of such share. Any such dividend, interest or other sum may also be paid by any
other method as the Board considers appropriate.

The Board may, at its discretion, make provisions to enable such Depositary and/or member as the Board
shall from time to time determine to receive dividends duly declared in a currency or currencies other than
sterling. For the purposes of the calculation of the amount receivable in respect of any dividend the rate of
exchange to be used to determine the foreign currency equivalent of any sum payable as a dividend shall be
such market rate selected by the Board as it shall consider appropriate ruling at the close of busingss in
London on the date which is the business day last preceding in the case of a dividend to be declared by the
Company in general meeting, the date on which the Beard publicly announces its intention to recommend
that specific dividend; and in the case of any other dividend, the date on which the Board publicly announces
its intention to recommend that specific dividend; provided that where the Board considers the circumstances
to be appropriate it shall determine such foreign currency equivalent by reference to such market rate or rates
or the means of such market rates prevailing at such time or times or on such other date or dates, in each
case falling before the time of the relevant announcements, as the Board may select.

If cheques, warrants or orders for dividends or other sums payable in respect of a share sent by the Company
1o the person entitled thereto by post are returned to the Company undelivered or left uncashed on two
consecutive occasions, or, following one such occasion, reasonable enquiries have failed to establish any new
address of that person, the Company shall not be obliged 10 send any further dividends or other moneys
payabile in respect of that share due to that person until he notifies the Company of an address to be used for
the purpose.

All dividends, interest or other sum payable and unclaimed for 12 months after having become payable may
be invested or otherwise made use of by the Board for the benefit of the Company until claimed and the
Company shall not be constituted a trustee in respect thereof, All dividends unclaimed for a period of 12 years
after having become due for payment shall (if the Board so resolves) be forfeited and shall revert to the
Company.

The Board may with the prior authority of an ordinary resolution of the Company and subject to such
conditions as the Board may determine, provided that the Company has sufficient unissued shares and
undistributed profits or reserves to give effect thereto, offer to any holders of GWR Shares the right to elect
to receive GWR Shares credited as fully paid, in whole or in part instead of cash in respect of the whole or
some part (to be determined by the Board) of any dividend specified by the ordinary resolution.

Distribution on liquidation

Subject to the rights attaching to any shares which may be issued on special terms or conditions, if the
Company is wound up, the surplus assets remaining after payment of all creditors are to be divided amongst
the members in proportion to the capital which at the commencement of the winding up is paid up on the
shares held by them and, if such surplus assets are insufficient to repay the whole of the paid up capital, they
are to be distributed so that as nearly as may be the losses are borne by the members in proportion to the
capital paid up at the commencement of the winding up on the shares held by the respectively.

if the Company is wound up the liquidator may, with the sanction of an extraordinary resolution of the
Company and any other sanction required by faw, divide among the members in specie the whole or any part
of the assets of the Company and may for that purpose value any assets and determine how the division shalf
be carried out as between the members or different classes of members. Any such division may be otherwise
than in accordance with the existing rights of the memibers but if any division is resolved otherwise than in
accordance with such rights the members shall have the same right of dissent and consequential rights as if
such reselution were a special resolution passed pursuant to section 110 of the Insolvency Act 1986. The
liquidator may with the like sanction vest the whole or any part of the assets in trustees on such trusts for the
benefit of the members as he shall determine but no member shall be compelfled to accept any assets on
which there is a liability.

Variation of rights of members

Subiject to the provisions of the Act, if at any time the share capital of the Company is divided into shares of
different classes any of the rights attached to any share or class of shares in the Company (and not
withstanding that the Company may be or be about to be in liquidation) may (unless ctherwise provided by
the terms of issue of the shares of that class) be varied or abrogated in such manner (if any) as may be
provided by such rights, or in the absence of any such provision either with the consent in writing of the
holders of not less than three quarters in nominal value of the issued shares of the class or with the sanction
of an extraordinary resolution at a separate meeting of the holders of the shares of the class duly convened
and held (but not otherwise). All the provisions of the Articles as to general meetings shall mutatis mutandis
apply to every meeting of the hoiders of any class of shares save that the quorum at every such meeting shall
be not less than two persons holding or representing by proxy at least one third of the nominal amount paid
up on the issued shares of the class; every holder of shares of the class present, in person or by proxy may
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dermand a poli; each such holder shall on a poll be entitled to one vote for every share of the class held by him;
and if at any adjourned meeting of such holders, such quorum as aforesaid is not present, not less than one
person holding shares of the class who is present in person or by proxy shall be a quorum.

Transfer of Shares

Each member may transfer all or any of his GWR Shares by instrument of transfer in writing in any usuat form
or inany form approved by the Board. Such instrument shall be executed by or on behalf of the transferor and
(in the case of the transfer of a share which is not fully paid up) by or on behalf of the transferee.

The transferor shall be deemed to remain the holder of such share untit the name of the transferee is entered
into the register of members of the Company in respect of it.

The Directors may, in their absclute discretion and without giving any reason, refuse to register any share
transfer unless it is:

@ inrespect of a share which is fully paid up;

in respect of a share on which the Company has no lien;
in respect of only one class of share;

in favour of not more than four transferees;

duly stamped (if so required); and

delivered for registration to the registered office for the time being of the Company or such other place
as the Directors may from time to time determine accompanied {except in the case of a transfer by a
recognised person} by the certificate for the shares to which it relates and such other evidence as the
Directors may reasonably require to prove the title of the transferor and the due execution by him of the
transfer or if the transfer is executed by some other person on his behalf, the authority of that person to
do so.

Where a disenfranchisement notice has been served and the default shares represent at least 0.25 per cent
in nominal value of their class no transfer, other than an approved transfer of any shares hetd by the member
shall be registered unless the member is not himself in default as regards supplying the information required;
and the member, proves to the satisfaction of the Board that no person in default as regards supplying such
information is interested in any of the shares the subject of the transfer.

The Board may at any time serve a notice upon any member requiring him to furnish it with such information
and evidence, supported if the Board so requires by a statutory declaration, as the Board may consider
necessary for the purposes of determining whether any member and/or any other person who has an interest
in any shares held by such member has an interest in shares of the Company which might cause the Radio
Authority {“the Authority”) to revoke, suspend or determine any licence granted by the Authority {*the Licence”)
or decline to renew or extend the Licence.

if such information and evidence is not provided within a reasonable period {not being less than 14 days from
the date of service of the notice) or the information and evidence provided is, in the opinion of the Board,
insufficient or unsatisfactory for the purposes of 50 determining, the Board may serve upon the member a
further notice, requesting the provision within a reasonable period (not being less than 14 days from the date
of service of the notice) of such information and evidence or further information and evidence as shall, in its
opinion, enable it to so determine.

If the Board considers (after due consultation with the Authornty}, whether pursuant to information or evidence
provided in response to a notice under the Articles or on any other basis, that the Authority may revoke,
suspend or determine the Licence or decline to renew or extend the Licence by reason of the interest of a
person in shares of the Company, the Board may serve a written notice (“a Transfer Notice”) on such person,
or if different, the holder or hotders of the shares, requiring him to sell all or part of the shares held by him (“a
Compulsory Transfer™).

ATransfer Notice shall specify in general terms the reason for the Board's determination; refer to the cessation
of voting rights as set out in the Articles: specify the number of shares to be disposed of, and where more than
one holder {treating joint holders as a single holder) is required to dispose of shares, specifying the number of
shares to be disposed of by each holder. The number of shares to be disposed of and the identity of the
holders to so dispose of shares shall be in the absolute discretion of the Board and need not be made
pro-rata.

A Compulsory Transfer shall be completed within 30 days of the service of the Transfer Notice, and the holder
shall lodge the transfer with the Company for registration within such period. If the holder shall fail to do so,
the holder shall be deemed to have appointed the Board his agent for the sale of the shares specified in the
Transfer Notice. The Board shall, so far as it is reasonably able, complete the Compulsory Transfer at a price
which it, in its absolute discretion, determines to be the best price reasonably obtainable in the circumstances
and shall give written notice of the disposal to the holder concerned.

To give effect to a Compulsory Transfer, the Board may authorise some person to transfer the shares, enter
the name of the transferee in the Register of Members, notwithstanding the absence of a share certificate and
issue a new certificate to the transferee. An instrument of transfer lodged by that persen shall be effective as
if it had been executed by the holder of the shares. The transferee shall not be bound to see to the application
of the purchase moneys nor shall his title to the shares be affected by an irregularity or invalidity in the
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proceedings relating to the Compulsory Transfer. The net proceeds of sale shali be received by the Company,
whose receipt shall be a good discharge for the purchase moneys, and shall be paid (without any interest
being payable on it} to the former holder upon surrender by him of the share certificate in respect of those
shares.

The Board shall not be obliged to serve a Transfer Notice on any person if the Board does not know his identity
or his address. The absence of service of a Transfer Notice in such circumstances shall not present or
invalidate any Compuisory Transfer, nor shall any accidental omission or failure to give any notice to any
person on whom notice is required to be served under the Articles.

Any determination of the Board under the Articles in connection with Compulsory Transfer shall be final and
conclusive but without prejudice to the power of the Board to subsequently vary or revoke such determination
prior to the completion of a Compuisory Transfer.

Directors’ and other interests

The interests of the Directors in the share capital of the Company which have been notified under section 324
or section 328 of the Act or as are required 10 be shown in the register of Directors’ interests required to be
kept under the provisions of section 325 of the Act and the interests of all persons connected with the
Directors {within the meaning of Section 346 of the Act) which would, if the connected person were a Director
be required to be disclosed in accordance with the foregeing sections and the existence of which is known,
or could with reasonable diligence become known by the Director concerned, as at 20th March, 1996 {(being
the latest practicable date prior to the posting of this document) are as follows:

Percentage of
Percentage issued share No. of
of existing capital Shares
No of GWR issued after the Under  Exercise

Shares share capital  Acquisitions Option price Exercise period
H P J Meakin 10,000 0.01 0.01 — — —
K M Bernard 250,480 0.36 0.32 320,000 47.5p 1.2.96 - 31.1.2003
R N Gilbert FCA 9,128 0.01 0.01 — — —
R J Palmer 90,104 0.13 0.12 — — —
C E Blackwell 80,744 0.12 0.10 — — —
S J Pirie FCA 14,040 0.02 0.02 48,000 47.5p 1.2.96 - 31.1.2003
J P E Taylor FCA — — — — — —
J H Trafford 10,448 0.02 0.01 — — —
N S Tresilian 27,048 0.04 0.03 32,000 32.25p 3.3.95 - 2.3.2002

All the above shares are held beneficially except for 25,805 held non-beneficially by RM Bernard and 90,104
held by a nominee company on behalf of RJ Paimer.

R N Gilbert is a director of Harmsworth Media and of Radio Trust which have notlf ed to the Company the
interests set out in sub-paragraph (b) below.

J P E Taylor is a director of Capital Radio which has notified to the Company the interests set out in
sub-paragraph {b) below.

S J Pirie is chairman of Endeavour International Ltd.
Ralph Bernard is chairman of London Radio News Ltd, an associated company of GWR.
Henry Meakin and Ralph Bernard are both directors of Classic FM.

Save as disclosed in this paragraph, no Director of the Company is beneficially interested in the share capital
of any member of the Group.

No Icans are outstanding by any member of the Group to any of the Directors nor has any been provided by
any member of the Group for the benefit of any of the Directors.

In so far as it is known to the Company, as at 20th March, 1896 (being the latest practicable date prior to the
posting of this document), there was no person directly or indirectly interested in 3 per cent. or more of the
Company's issued share capital except as shown below:

Percentage of Percentage of

Number of issued share issued share

GWR capital before capital after

Shares the Acquisitions the Acquisitions

Harmsworth Media 13,176,058 18.95% 18.83%
Capital Radio plc 12,792,160 18.40% 16.74%
Fidelity International Limited 4,079,472 5.87% 5.26%
Abtrust Management Limited 2,802,513 4.03% 3.61%
Henderson Administration Limited 2,630,347 3.78% 3.39%
Gartmore Investment Management Limited 2,363,200 3.40% 3.05%

The issued share capital after the Acquisitions represents the share capital of GWR assuming that the East
Anglian Radic Offer is implemented in full, all East Anglian Radio Shareholders receive GWR Consideration
Shares for their East Anglian Radio Shares, all the GWR Shareholders take up their rights in full under the
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Rights issue, both instalments in respect of each Stock Unit are paid on the basis that the maximum amount
of the Second Instalment is called, and that no Stock is issued to Harmsworth Media pursuant to its
sub-underwriting of the Rights Issue. Harmsworth Media has indicated that it is willing to sub-underwrite up
to 7,317,073 Stock Units.

No director of GWR has or has had any interest in any transaction which is or was unusual in its nature or
conditions or significant to the business of the GWR Group and which was effected by any member of the
GWR Group during the current financial year or the year ended 30th September, 1995, or which was effected
during an eardier financial year and which remains in any respect outstanding or unperforrmed.

The total emoluments {including pension contributions) received by the Directors for the year ended 30th
September, 1995 amounted to approximately £512,000. The total emoluments receivable by the executive
directors of GWR will not be automatically varied as a result of the acquisitions of East Anglian Radio and/or
RNZ. When the total emoluments receivable by the executive directors of GWR are reviewed by the
remuneration committes of the Board, the impact of the acquisitions of East Anglian Radio and/or RNZ on the
Group may be taken into account.

There have been no variations in the terms of the Directors service contracts since 21st March, 1996 (the date
on which they were last available for inspection).

Material contracts
GWR

The following contracts (not being contracts entered into in the ordinary course of business) have been
entered into by GWR and its subsidiaries in the two years immediately preceding the date of this document
and are or may be material:

i} A subscription agreement dated 8th April, 1994 between (1) the Company and {2) Harmsworth Media
pursuant to which Harmsworth Media was allotted 47,965 ordinary shares of 20p each in GWR at a price
of 875p per share.

(it A subscription agreement dated 8th April, 1994 between (1} the Company and {2) Fidelity Investment
Services Limited pursuant to which Fidelity Investment Services Limited was allotted 106,661 ordinary
shares of 20p each in GWR at a price of 875p per share.

(il A subscription agreement dated 8th April, 1994 between (1) the Company and (2} Fidelity Pensions
Management pursuant to which Fidelity Pensions Management was allotted 70,000 ordinary shares of
20p each in GWR at a price of 875p per share.

(v) An offer dated 6th May, 1994 made on behalf of the Company by Morgan Grenfell & Co. Limited pursuant
to which {and to the exercise of its rights under Sections 428 to 430F of the Companies Act 1385) the
Company acquired the whole of the issued share capital of Mid Anglian Radio plc on the basis of 0.53257
ordinary shares of 20p each in GWR for each ordinary share in Mid Anglian Radio plc, with & cash
alternative of 450p for each such share. The said offer was declared unconditionat in all respects on 3rd
June, 1994. The total consideration for the acquisition was 81,239 shares of 20p each in GWR and
£3.216 million.

(v} An offer dated 16th June, 1995 made on behalf of the Company by Morgan Grenfell & Co Limited
pursuant to which {and to the exercise of its rights under Sections 428 to 430F of the Companies Act
1985) the Company acquired the whole of the issued share capital of Chiltern Radio PLC not already
owned by the Company on the basis of 2.379906 ordinary shares of 5p each in GWR for each ordinary
share in Chiltern Radio PLC with a convertible note election. The said offer was declared unconditional
in all respects on 28 July, 1995. The total consideration for the acquisition was 16,268,996 shares of 5p
each in GWR.

{vi An agreement dated 28th August, 1995 between GWR and various other parties {the “Purchase
Agreement”}, pursuant to which GWR agreed with the Vendors for the sale by the Vendors to GWR of the
shares in Antenne Sachsen Hérfunk Versongung GmbH (“Antenne”). The total consideration to be paid
by GWR for the shares was DM 3,485,000, (£1.54 million) GWR deposited the purchase price with a
German notary pending the sale of the shares which was subject to waivers by shareholders in Antenne
of their pre-emption rights in relation to the shares to be sold. One of the other shareholders in Antenne
AVE exercised pre-emption rights and the Vendors were uable to transfer their shares to GWR. The
monies deposited with the notary were refunded to GWR. GWR has subsequently entered into a new
agreement with the Vendors which provides for GWR to have the option 1o purchase the shares from the
Vendors if for any reason the purchase of these shares by AVE does not proceed. GWR has the option
to purchase the shares at the same price as under the Purchase Agreement. The conditions precedent
of the Purchase Agreement will apply to such purchase.

{vil} An agreement dated 25th October, 1995 between (1} Chiltern Radio PLC ("Seller”); (2} the Company; (3)
Chrysalis Radio Limited (the “Purchaser”) and (4} Chrysalis Group ple pursuant to which the Seller sold
the business and certain assets of Galaxy Radio (the “Business" and the entire issued share capital of
Bristo! Channel Broadcasting Cormpany Limited (the “Shares”) to the Purchaser for a total cash payment
of £4,100,000, apportioned as to £3,611,579 as consideration for the Business, £25,000 as
consideration for the Shares and £463,421 in satisfaction of an outstanding loan due from Bristol
Channel Broadcasting Limited to the Seller. The agreement contains warranties given by the Seller
relating to both the Business and the Shares subject to a maximum aggregate liability of £4,100,000. The
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Company has given to the Purchaser a guarantee in respect of the performance by the Seller of its
obligations and the discharge of its liabilities under the agreement and the accompanying deed of tax
indemnity given in respect of Bristol Channel Broadcasting Company Limited.

(vii} () Anagreement dated 9th February, 1996 between (1) the Company, (2) Independent Television News

)

Limited, (3) DMG Radio London Limited (4}, Reuters Limited and (5) London News Radio Limited
{“LNR" pursuant to which each of the parties to the said agreement {other than LNR) agreed to
subscribe for shares in LNR, and the Company subscribed for 49,600 unclassified £1 shares in the
capital of LNR and £446,400 floating rate loan notes 2002 of LNR. The Company has also agreed
to provide further working capital to LNR of up to £1,705,000,

(b) An agreement dated 9 February, 1996 between LNR (1) {a company in which the Company has a
31 per cent. interest) and London Radio Services Limited (‘LRS") (2) pursuant to which LNR agreed
to purchase the business and certain assets of LRS for a consideration of £750,000. The agreement
is scheduled to complete on 1st April, 1996.

An agreement (the “Sale Agreement”) dated 1st March, 1996 made between GWR (1), IBC (2), and BIL
{(NZ Holdings) Limited (3) pursuant to which GWR agreed to purchase certain assets and the entire issued
share capital of each of Primedia Auckland Limited, Primedia Hamilton Limited, Look Outdoor Limited,
Median Limited, Amow Limited, Ran Limited, IRN Limited, Studio Time Limited, Graphics Outdoor
Limited, Primedia Limited and Prospect Limited (the “Subsidiaries™ from Independent Broadcasting
Company (1990} Limited (IBC”) (the “Shares”).

The consideration paid under the Sale Agreement is NZ$25 miilion. This consideration is liable {o
adjustment (up or down) following the preparation of Settlement Accounts and the finalisation of a figure
for shareholders funds therein. The maximum additional amount payable by GWR following adjustment
is NZ$1.5 milion. The purchase price has been allocated between the Shares, the radio frequency
licences, and station identity and goodwill.

Under the Sale Agreement GWR was entitied to nominate any of its wholly owned subsidiaries as
purchaser of the assets and/or the Shares and nominated GWR (West) Limited to purchase the station
identity and goodwill, GWR (New Zealand) to purchase the Shares, and GWR (New Zealand) Licences
Limited to purchase the radio frequency licences.

IBC made warranties to GWR under the Sale Agreement in respect of, inter afia, the business carried on,
accounts, the absence of encumbrances, the radio frequency licences, material adverse changes,
insolvency, litigation, and taxation. The warranties given are qualified by those matters disclosed to GWR
in its pre-acquisition investigation of 1BC’s group. The maximum liability of IBC under ali warranty claims
under the Sale Agreement is the consideration paid (as adjusted)} and the period in which warranty claims
must be made is four years from settiement {in respect of tax warranties) and two years from settiement
{in respect of alt other warranties).

Under the Sale Agreement IBC indemnified GWR in respect of any taxation or taxation claim in respect
of each Subsidiaries which is attributable to certain events occurring prior o settlement,

GWR agreed to use best endeavours to re-employ, with effect from settlement, staff and independent
contractors employed by IBC prior to settlement with effect from settlement and IBC is to use reasonable
endeavours to procure that such staff and contractors accept GWR's offers of re-employment.

IBC made various undertakings to GWR in respect of the operation of the business of the Subsidiaries
pending settiement of the Sale Agreement.

BIL (NZ Holdings} Limited has agreed to unconditionally guarantee the payment of IBC of all monies due
under the Sale Agreement and of all obligations of IBC under the Sale Agreement.

The Sale Agreernent is governed by New Zealand law and each of the parties have submitted to the
jurisdiction of the Courts of New Zealand in respect of claims therefrom.

An Underwriting Agreement dated 22nd March, 1996 between the Company (1) and Hambros (2}.
Hambros has agreed, subject to the conditions specified therein, to underwrite 14,035,531 Stock Units
being issued i connection with the Rights Issue (the “underwritten Stock Units"). The undenwriting
obligations of Hambros cease with payment of the First Instalment. The Second Instalment has not been
underwritten. Hambros will receive:

{fa) acommitment commission of 1 1/4 per cent. of the aggregate value at the issue price (205p per Stock
Unit) of afl the underwritten Stock Units in respect of the first 30 days of Hambros” commitment;

(b) a further commitment commission of 1/8 per cent. of the aggregate value at the issue price of all the
underwritten Stack Units for each period of seven days or part thereof after the first 30 days of
Hambros' commitment;

(c) if the Underwriting Agreement becomes unconditional and is not terminated, a further commission
of 7 per cent. of the aggregate value at the issue price of the First Instaiment payable on the
underwritten Stock Units; and

(d) a further commission, if the RNZ Acquisition Agreement becomes unconditional and the Second
Instalment becomes payable, of 11/8 per cent. of the aggregate vaiue at the maximum issue price of
the Second Instaiment in respect of the underwritten Stock Units, irrespective of the amount
called.
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All commissions are payable together with any applicable value added tax and out of such commissions
Hambros will pay commissions to sub-underwriters to the extent {if any) to which it procures
sub-underwriting and a commission to James Capel for their services as brokers to the Rights Issue. The
Underwriting Agreemant containg provisions entitling Hambros to terminate its obligations, inter afia, for
material breach of warranty, prior to the admission of the Stock Units (nil paid) to the Official List
becoming effective. The Underwriting Agreement is conditional, infer afia, upon the admission of the
Stock Units (nil paid) to the Officiat List becoming effective by not later than 8.30 a.m. on 25th March,
18886 (or such later time and/or date as may be agreed between the Company and Hambros being not
later than 8.30 a.m. on 1st April, 19986}

Pursuant to the Underwriting Agreement Hambros has also agreed, subject, inter afia, to the conditions
referred to below, to pay or to procure the payment to East Anglian Radio Shareholders who validly
accept the East Anglian Radio Offer and the cash alternative the sum of £23.46 instead of each GWR
Consideration Share to which such shareholders would otherwise have become entitled under the East
Anglian Radio Offer. In consideration for their services the Company will pay Hambros:

{a) a commitment commission of 1/2 per cent. on the total value (at £21.63 per GWR Share} of the
maxirnum number of GWR Shares which may fall to be allotied to persons nominated by Hambros
assuming full acceptance of the East Anglian Radio Offer and the cash alternative, namely
8,107,544 GWR Shares, (save in respect of those East Anglian Radio Shares whose holders have
undertaken not to accept the cash alternative) (the “Underwritten Cifer Shares™) in respect of the first
30 days of the commitment commencing on the date of the Underwriting Agreement;

(b} an additional commitment commission of 1/3 per cent for each period or seven days of any part
thereof thereafter on the total value (at £21.63 per GWR Share) of the Underwritten Offer Shares until
and including the earlier of:

{ag) the latest of: (a) the first day on which the cash aiternative has closed and the East Anglian
Radio Offer has become or has been declared unconditional in all respects {other than in
respect of the admission of the Underwritten Offer Shares to the Official List); (b) the business
day immediately preceding the first day of dealings on the London Stock Exchange in the
Underwritten Offer Shares; and (c) the day on which Hambros is notified (by 3.00 p.m. on that
day) of the totat number of Underwritten Offer Shares in respect of which Hambros is required
to accept an allotment and issue (or procure other persens to accept allotment and issue)
pursuant to valid acceptances of the cash alternative; and

{bb) the day on which the East Anglian Radio Offer lapses or is withdrawn or is revised or it is
agreed that the East Anglian Radio Offer should not be made or the cagh alternative lapses,
or is withdrawn;

() a fee amounting to 3/4 per cent, on the total value (at £21.63 per GWR Share) of the maximum
number of Underwritten Offer Shares for their services in arranging the underwriting; and

{d) a further commission, payable only if the East Anglian Radio Cffer becomes or is declared
uncenditional in all respects, ofe’/4 per cent. on the value at £21.83 per GWR Shares of the maximum
number of Underwritten Offer Shares to be issued to the persons who have validly accepted the
East Anglian Radio Offer on or before the day on which the cash alternative closes whether or not
they have also accepted the cash alternative.

All commissions will be paid together with (if applicable) an amount equal to any value added tax
arising on such payments.

Qut of the above commissicns, Hambros has agreed to pay commissions required to be paid to
those persons whom Hambros procures to accept the allotment and issue of Underwritten Offer
Shares and a fee to James Capel.

The commissions referred to in sub-paragraphs (a) and (b} and the fee referred to in sub-paragraph
(c) above will be payable whether or not the conditions referred to below are satisfied and whether
or not the East Anglian Radio Offer is despatched and/or becomes or is declared unconditional in
all respects.

The obligations of Hambros are conditional, inter affa, upon (i) the East Anglian Radio Offer becoming
or being declared unconditional in all respects not later than 81 days after the date of the
Underwriting Agreement or such later date as Hambros may agree and (i) the admission of the
Underwritten Cffer Shares to the Official List becoming effective not later than such date.

The Company has given (a) certain representations, warranties and undertakings to Hambros and
{b) an indemnity to Hambros in connection with certain liabilities arising out of or in connection with
the carrying out by Hambros of any of its obligations under the Underwriting Agreement and/or out
of or in connection with or by reason of the Rights Issue, the Acquisition, the distribution of the
announcement of the East Anglian Radio Offer, the Offer Document or any related document or the
allotment and issue of the Stock, the Rights Shares or the Underwritten Offer Shares.

(x} The Company has submitted the Tender Offer to the New Zealand Government. If the Tender Offer is
accepted the Company, or its nominee, has conditionally agreed to acquire the whole of the issued share
capital of RNZ (other than the Kiwi Share) on the terms contained in RNZ Acquisition Agreement. Further
details of the RNZ Acquisition Agreement are set out in Part IV of this docurment.

{xii} An undertaking pursuant to Section 69A of the Commerce Act 1986 dated 21st March, 1996 pursuant
to which GWR undertakes to the Commerce Commission of New Zeatand that in the event of the RNZ
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Acquisition proceeding it will dispose of certain radio transmissicn ficences, such undertaking following
part of any clearance given by the Commerce Commission of New Zealand in relation to the RNZ
Acquisition and creating binding legal obligations of GWR.

tb) RNZ

The following contract (not being a contract entered into in the ordinary course of business) has been entered
into by RNZ and its subsidiaries in the two years immediately preceding the date of this document and is or
may be material;

A transfer agreement dated 29th June, 1995 between (1} The Radio Bureau Limited and (2) RNZ whereby
RNZ sold and transferred the business of RNZ which it carried on through its radio bureau division as on 1st
July, 1995, The purchase price under the agreement was the book value of the assets sold after deducting
assumed liahilities as shown in the settlement accounts. The purchase price was satisfied by the issue of RNZ
of the number of ordinary NZ$1 shares in the capital of The Radio Bureau Limited which have a nominal value
equal to the purchase price. Under the agreement RNZ agreed to subscribe for further shares in the capital
of The Radio Bureau Limited to provide further working capital to the Radio Bureau Limited.

8. Llitigation

@ GWR
Neither GWR nor any other member of the Group is involved in any legal or arbitration proceedings which may
have or have had during the twelve months preceding the date of this document a significant effect on the

GWR Group's financial position and, so far as the Directors are aware, no such proceedings are pending or
threatened.

Due to the conditionality of the RNZ Acquisition Agreement, GWR has a material interest in the outcome of the
Maori Legal Proceedings referred to above.
(b} BNZ

Other than the proceedings disclosed in paragraph 6 of Part |, neither RNZ nor any of its subsidiaries is
involved in any legal or arbitration proceedings which may have or have had during the twelve months
preceding the date of this document a significant effect on the financial position of RNZ and, so far as the
Directors are aware, so such proceedings are pending or threatened.

9. Indebtedness
As at 29th February, 1996 the Enlarged Group had outstanding the foliowing borrowings:

£m
Bank overdrafts 015
Secured bank term loans 5.28
Obligations under finance leases and hire purchase contracts 0.57

Of the above borrowings £5.85 million was secured.
At at 29th February, 1996, the Enlarged Group had guarantees and contingent liabilities of £0.02 million.

Save as disclosed above, and apart from intra-group liabilities, the Enlarged Group had at 28th February, 1996 no loan
capital outstanding or created but unissued, term loans whether guaranteed or unguaranteed, secured or unsecured, or
other bomowings or indebtedness in the nature of borrowing, including bank overdraft, liabilities under acceptances
{other than normal trade bills), or acceptance credits, hire purchase commitments, obligations under finance leases,
mortgages, charges, guarantees or other contingent liabilities.

Balances recorded in currencies other than sterling have been transiated into sterling at the closing spot rate on
23th February, 1996.

At the same date the Enlarged Group had cash balances of £6.81 million.

10. Working capital

The Directors are of the opinion that, having regard to the available bank facilities and the Rights Issue proceeds,
the Enlarged Group has sufficient working capital for its present reguirements.

11. Principal investments
The following are the main investments made by the Group in other undertakings since 30th September, 1992:

Radio Trent Limited, Mercia Sound Limited, Leicester Sound Limited and Beacon Broadcasting Limited were
acquired by GWR in January 1994 for a consideration consisting of 1,014,882 GWR Shares of 20p each.

Mid Anglian Radio plc was acquired by GWR in June 1994 for a consideration consisting of 81,239 GWR
Shares of 20p each and £3,216 million in cash.

Chiltern Radio PLC was acquired by GWR in July 1995 for a consideration consisting of 16,268,996 GWR
Shares.
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Prospect acquired by GWR on 15th March, 1996 for a consideration consisting of NZ$ 25 million (£10.98
million) in cash.

12. Principal subsidiaries of GWR

GWR is a holding company and its principal subsidiaries are listed below. The main activity of these companies is
independent local radio contracting in the United Kingdom, except for Prospect which is & radio operator in New
Zealand:

Proportion of capital the
Name GWR Group by:
Wiltshire Radio plc 100 per cent.
GWR (West) Limited 100 per cent.
Thames Valley Broadcasting plc 100 per cent.
Two Counties Radio Limited 100 per cent.
Chiltern Radio PL.C 100 per cent.
Radio Trent Limited 100 per cent.
Prospect Limited 100 per cent.

All of the above companies are registered and operated in England and Wales, with the exception of Prospect
which is registered and operated in New Zealand.

13. General

(8) The total expenses payable by GWR in connection with the East Anglian Radic Offer, the RNZ Acquisition and
the Rights Issue are estimated to amount to approximately £4.7 million {exclusive of any applicable value
added tax) of which £1.3 milion will be paid to financial intermediaries.

(o) )} Otherthan the Prospect Acquisition {details of which are contained in Part IX of this document) there has
been no significant change in the financial or trading position of the Group since 30th September, 1995,
the date to which the latest audited financial statements of the GWR Group were published.

{i) There has been no significant change in the financial or trading position of RNZ or its subsidiaries since
31st December, 1995, the date to which the latest audited financial statements of RNZ were prepared as
set out in Part VI.

{©) Theissue price of 241.6p for each GWR Consideration Share under the East Anglian Radio Offer represents
a premium of 236.6p over the nominal value of each GWR Share. The Subscription Price of 205p represents
a premium of 200p to the 5p nominal value of a Stock Unit.

{d) Hambros is a merchant bank regulated by The Securities and Futures Authority Limited with its registered
office at 41 Tower Hill, London EC3N 4HA.

() Fullaccounts of GWR in respect of the financial periods ended 30th September, 1993, 30th September, 1994
and 30th September, 1995 (each of which received an unqualified audit opinion and did not contain a
statement under either Section 237(2) or (3) of the Act) have been delivered to the Registrar of Companies in
England and Wales. Coopers & Lybrand, Chartered Accountants, 66 Queen Street, Bristol were auditors to
GWR for the periods ended 30th September, 1993 and 31st September 1994, KPMG, Chartered
Accountants, No 1 Crickiade Court, Cricklade Street, Old Town, Swindon SN1 3EY were auditors to GWR for
the period ended 30th September, 1995 and are currently auditors to GWR.

() KPMG has given and not withdrawn its written consent to the inclusion of its report in the form and context
in which they are included and has authorised the same for the purposes of section 152(1} (e) of the Financial
Services Act 1986.

(@) The Company’s registrars are The Royal Bank of Scotland ple, Securities Services—Registrars, PO Box No
82, Caxton House, Redcliffe Way, Bristol, BS99 7NH. The Cornpany's receiving bankers are The Royal Bank
of Scottand pic, Registrar's Department, New Issues Section, PO Box 859, Consort House, East Street,
Bedminster, Bristol B389 1XZ.

() Neither the Stock Units nor the Rights Shares have been sold or are available in whole or in par, to the public
in conjunction with the application for listing, save under the terms of the Rights Issue. The GWR
Consideration Share have not been sold nor are available in whole or in part, to the public in conjunction with
the application for listing save under the terms of the East Anglian Radio Offer.

14. Documents for inspection

Copies of the following documents may be inspected at the offices of Nicholson Graham & Jones, 25-31
Moorgate, London EC2R 6AR, during normal business hours ort any weekday (Saturdays and public holidays
excepted) from the date of this document while the East Anglian Radio Offer remains open for acceptance:

) the memorandum and articles of association of GWR;
i) the Deed Pol;
(i) the material contracts referred to in paragraph 7 of this Part IX;
{iv) the East Anglian Radio Offer Document, the Form of Acceptance and this document;
{v} ihe Circular;
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(vi} the Provisional Allctment Letter;

(vii) the Accountants’ Report set out in Part Vi and the statement of adjustments made by KPMG in arriving at the
figures in the Accountants’ Report and giving their reasons therefor;

(4ii)} the audited consolidated accounts of the GWR Group for the financial years ended 30th September, 1994
and 30th September, 1995,

(ix) the irrevocable undertakings to accept the East Anglian Radio Offer referred to in Part I[;
) the letter of consent from KPMG referred to in paragraph 13(f) of this Part IX.

22nd March, 1996 \/
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A copy of this document, which comprises a prospectus relating to UCM prepared in accordance
with the listing rules made under section 142 of the Financial Services Act 1986, has been

delivered to the Registrar of Companies in England and Wales for registration, as required by
section 149 of that Act.

Beeson Gregory is acting exclusively for UCM in relation to the Placing and Open Offer. Beeson
Gregory is not acting for any other person and will not be responsible to any other person for
providing protections afforded to customers of Beeson Gregory or advising any such person on
the contents of this document or any matter referred to herein.

Application has been made to the London Stock Exchange for the New Shares to be admitted to
the Official List. Subject to Admission becoming effective, it is expected that dealings in the
New Shares, will commence on 18 April 1996.

UNIVERSAL CERAMIC
MATERIALS PLC

Placing and Open Offer of 3,992,400 New Shares
at 95p per New Share
and
Preliminary Results for the year ended 31 December 1995

The New Shares have not been, and are currently not intended to be, registered under the
United States Securities Act of 1933, as amended, nor under the securities legislation of any
province or territory of Canada and, accordingly, subject to certain exceptions, may not be
offered or sold in the United States, Canada or to any national, citizen or resident thereof.

Notice of an Extraordinary General Meeting of UCM to be held at the offices of Edge & Ellison,
Rutland House, 148 Edmund Street, Birmingham B3 2JR at 10.00am on 15 April 1996 is set
out at the end of this document. The enclosed form of proxy for use in connection with the
meeting should be completed and returned as soon as possible and, in any event, so as to reach
the Company’s registrars, Harford Registrars, Harford House, 101-103 Great Portland Street,
London WIN 3QZ not later than 10.00 am on 13 April 1996.

If you are a Qualifying Shareholder and wish to apply for New Shares under the Open Offer,
you should complete the enclosed Application Form and return it, together with the
appropriate payment, to Harford Registrars at the above address, to arrive no later than
3.00 pm on 16 April 1996. The procedure for application and payment is set out on page 12 of
this document and also in the Application Form.
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DEFINITIONS

The following definitions apply throughout this document, unless the context

requires otherwise.
“the Act”

“Admission”

“Application Form”

“Beeson Gregory”
“Board” or “Directors”
“UCM” or “the Company”

“Electro Furnace Products”

“EGM”

“Executive Scheme”
“Group”

“Issue Price”

“London Stock Exchange”
“Muscle Shoals”

“New Shares”

“Official List”
“Open Offer”

“Ordinary Shares”

“Placing”

the Companies Act 1985, as amended by the
Companies Act 1989

the admission of the New Shares to the Official List
becoming effective in accordance with the listing
rules of the London Stock Exchange

the application form relating to the Open Offer being
sent to Qualifying Shareholders with this document

Beeson Gregory Limited
the directors of UCM
Universal Ceramic Materials PLC

Electro Furnace Products Limited, a wholly owned
subsidiary of the Company

the Extraordinary General Meeting of the Company
to be held at the offices of Edge & Ellison, Rutland
House, 148 Edmund Street, Birmingham B3 2JR on
15 April 1996 at 10.00 am.

the UCM PLC Executive Share Option Scheme
UCM and its subsidiary undertakings.

95 pence per New Share

the London Stock Exchange Limited

Muscle Shoals Minerals Inc., a wholly owned
subsidiary of the Company

the 3,992,400 new Ordinary Shares proposed to be
issued fully paid pursuant to the Open Offer

the Official List of the London Stock Exchange

the invitation by Beeson Gregory to Qualifying
Shareholders to acquire New Shares at the Issue
Price on the terms and subject to the conditions set
out in the letter from Beeson Gregory in Part II of
this document and in the enclosed Application Form

ordinary shares of 5 pence each in the capital of the
Company

the conditional placing by Beeson Gregory of
3,861,022 of the New Shares on the terms and
conditions of the Placing Agreement, subject to the
rights of Qualifying Shareholders under the Open
Offer




“Placing Agreement”

“Qualifying Shareholders”

“Record Date”

“Savings Scheme”

“Share Option Schemes”

“Unitec”

“Universal Abrasives”

“Universal America”

“Iniversal Electrominerale”

the conditional agreement dated 22 March 1996
between the Company, Beeson Gregory and others
relating to the Placing and Open Offer, a summary
of the terms of which is set out in Part V of this
document

holders of Ordinary Shares on the Register of
Members of the Company on the Record Date other
than certain overseas holders of Ordinary Shares to
whom, as described in the letter from Beeson
Gregory in Part IT of this document, the Open Offer
is not being extended.

the close of business on 14 March 1996

the UCM PLC Savings Related Share Option
Scheme

the Executive Scheme and the Savings Scheme

Unitec Ceramics Limited, a wholly owned
subsidiary of the Company

Universal Abrasives Limited, a wholly owned
subsidiary of the Company

Universal America Inc., a wholly owned subsidiary
of the Company.

Universal Electrominerale SARL, a wholly owned
subsidiary of the Company

An exchange rate of FF7.77 to £1, being the closing rate (rounded to one decimal place)
on 20 March 1996, the latest practicable date prior to publication of this document, as
published in the Financial Times, has been used throughout this document unless

otherwise stated.



PART1

UNIVERSAL CERAMIC MATERIALS PLC

(Registered in England and Wales No. 2720770) e

Directors: Registered

and Head Office:
Colin Barry Phipps BSc, PhD, FGS, Flnst Pet, C Geol Doxey Road
(Non-Executive Chairman) Stafford
Robert Hughes BSe, Dip Ed (Chief Executive) ST16 1DZ

Melvyn Fookes ACA (Group Finance Director)

Terence Graham Dughan BSc (Executive Director)
Walter Ray Johnson BS (Executive Director)

Guy Bryce Davison MA, ACA (Non-Executive Director)
Ian Fisher BSc, BA (Non-Executive Director)

22 March 1996

To holders of Ordinary Shares and, for information only, to holders of options under the
Share Option Schemes.

Dear Shareholder

Placing and Open Offer
and Preliminary Results for the year ended 31 December 1995

Introduction

Your Board announced today that it proposes to raise approximately
£3.57 million (net of expenses) by way of a Placing and Open Offer of 3,992,400 New
Shares at a price of 95p per share. Part of the proceeds, together with additional debt of
approximately £2.0 million, will be used to fund the expansion of the Group’s magnesia
plant on Humberside, UK. The balance of the net proceeds of the Placing and Open
Offer is being raised to provide additional working capital.

The preliminary announcement of results of the Group for the year ended 31
December 1995 was also made today and the text is set out in full in Part III of this
document.

The Placing and Open Offer is conditional on, inter alia, the approval of
shareholders at the EGM and has been underwritten by Beeson Gregory except to the
extent that the Directors, their spouses and Phipps & Company Limited (as beneficial
holder) have irrevocably undertaken to take up an aggregate of 131,378 New Shares
representing 3.29 per cent. of the Placing and Open Offer. In addition to the New
Shares, Beeson Gregory has agreed to place a total of 6,393,920 Ordinary Shares for
certain funds under the management of CINVen Limited. Further details of the
placing of these shares are set out on page 11 of this document.

I am writing to explain the background to and reasons for the Placing and Open
Offer and to recommend that you vote in favour of the resolution to be proposed at the
EGM which has been convened for 10.00 am on 15 April 1996.

Market position

The Directors believe that the Group is the world’s leading supplier of electrical
grade magnesia used in the manufacture of domestic and industrial heating elements.
In the year ended 31 December 1995, this activity accounted for approximately 32 per
cent. of the Group’s turnover.
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The Group currently has three plants manufacturing electrical grade magnesia:
Electro Furnace Products based on Humberside, UK, Muscle Shoals based in Alabama,
USA and Universal America based in Tennessee, USA. Electro Furnace Products sells
principally to the UK, European and South African markets. Muscle Shoals and
Universal America sell principally to the North American, South American, Asian and
the Pacific Rim markets.

The market for electrical grade magnesia is principally determined by demand
for heating elements which is primarily dependent world-wide on the level of consumer
spending on domestic appliances (“white goods”) and on industrial activity requiring
industrial heating appliances. The Directors believe that this market is expanding in
developing economies such as China, India and South Africa, particularly where
electrification is being extended, and in the former USSR and Eastern Bloc countries,
where consumer demand for white goods is increasing. The Directors believe that
demand in the more mature economies of North America and Europe will remain
steady.

Recent developments have led the Directors to expect a substantial reduction in
manufacturing capacity for electrical grade magnesia in Europe. Hiils AG, based in
Germany, announced in December 1995 its intention to withdraw from the production
of fused magnesia as part of a strategic realignment of its business. Industrial
Minerals (a monthly trade journal published by Metal Bulletin plc) reported in
February 1996 that production is expected to cease by the end of the first quarter of
1996. Hiils AG produced approximately 13,000 tonnes of fused magnesia in 1995 the
majority of which was used for electrical applications out of total world sales of
approximately 43,000 tonnes in that year (source: Industrial Minerals, January 1996).

In May 1995, Groupe Pechiney approached the Company with the intention of
selling to UCM the fused magnesia business of Pechiney Electrometallurgie (‘PEM”), a
division of Groupe Pechiney, based in France. Negotiations were terminated in
December 1995 when commercial terms could not be agreed. In 1995, PEM produced
approximately 7,000 tonnes of fused magnesia the majority of which was used for
electrical applications (source: Industrial Minerals, January 1996).

On the basis set out above, the Directors believe that the number of UCM’s
competitors in electrical grade magnesia manufacturing is decreasing and that there is
likely to be a shortfall in world production capacity. The Group has a reputation for
quality and expertise in this area. Accordingly, by expanding its fused magnesia plant
on Humberside, the Directors consider that the Group will be ideally placed to
maximise its opportunities in the world market.

Expansion of the Electro Furnace Products magnesia plant and reasons for
the Placing and Open Offer

It is proposed that the Group expands its existing plant on Humberside with new
furnacing, calcining, finishing and blending equipment utilising the Group’s most
efficient process technologies.

Construction work on the expansion is scheduled to commence during April 1996
and the expanded plant is expected to be operational during the fourth quarter of 1996.
The expansion investment will increase UCM’s capacity by an additional 12,000 tonnes
per annum in the United Kingdom.

The cost of this expansion is expected to be approximately £3.7 million, of which
£9.0 million will be funded from debt finance and the balance from part of the net
proceeds of the Placing and Open Offer. The remainder of the net proceeds of the
Placing and Open Offer is being raised to provide additional working capital.
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Benefits of the Proposed Expansion

The Directors are confident that the proposed expansion of the fused magnesia
plant on Humberside will contribute to the growth of the Group and believe that it will
enhance earnings per share. The Directors consider that the Placing and Open Offer
together with the increase in bank borrowings provide the Company with the most
appropriate means of implementing this expansion.

Preliminary results, current trading and prospects

The preliminary results for the year ended 31 December 1995 are set out in
Part III of the document. I am pleased to report that sales increased by 23 per cent. to
£34.6 million and pre-tax profits rose by 29 per cent. to £2.65 million. Earnings per
share were 7.7p (1994: 6.4p), an increase of 20 per cent. A final dividend of 3p net per
share (1994: 2.75p) is recommended making a total for the year of 4.5p net per share.

Trading since 31 December 1995 has been encouraging. Following the weaker
USA economy in 1995, there has been some increase in house starts which should be
reflected in the demand for consumer appliances and heating element powders sourced
from our USA plants.

UK demand has remained strong, although demand in Continental Europe is
patchy, particularly in France and Germany. However, in the wake of further
competitors exiting the fused minerals business, this will provide increased
opportunity for UCM to expand export market share, particularly in the heating
elements sector.

1996 presents the Group with important opportunities for expansion and
potential for continued growth.

Litigation

Following the termination of negotiations with PEM referred to above and
reported in the announcement made by the Company in J anuary 1996, PEM have
issued a writ in France against UCM claiming the sum of FF20 million (£2.57 million)
alleging that the Company negotiated in bad faith. UCM has been advised that the
action is without substance. Further details are set out in paragraph 13 of Part V.

Terms of the Placing and Open Offer

Under the terms of the Placing and Open Offer, the Company is proposing to
issue 3,992,400 New Shares, representing a 18.18 per cent. increase in the Company’s
issued share capital at a price of 95p per share. The Placing is subject to the
entitlement of Qualifying Shareholders to apply under the terms of the Open Offer for
New Shares at a price of 95p per share payable in full on application and free of all
expenses on the following basis:

2 New Shares for every 11 existing Ordinary Shares

held at the close of business on the Record Date and so in proportion for any greater
number of shares held. Fractional entitlements will not be allocated to Qualifying
Shareholders but will be aggregated and sold in the Placing and the proceeds retained
for the benefit of the Company.

New Shares will be credited as fully paid and rank pari passu in all respects with
the existing Ordinary Shares, save that they will not rank for the final dividend of 3.0p
(net) per share recommended in respect of the year ended 31 December 1995.

Beeson Gregory, as stockbrokers to the Placing and as agent of the Company,
have arranged for the New Shares (other than those for which commitments to
subscribe have been received) to be placed with certain institutional and other
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investors, subject to being recalled to satisfy applications from Qualifying
Shareholders under the Open Offer.

The Placing and Open Offer are both conditional on, inter alia, the passing of the
resolution to be proposed at the EGM, the Placing Agreement having become
unconditional in all respects and Admission having become effective by 9.00 am on
18 April 1996 or such later date (being not later than 26 April 1996) as the Company
and Beeson Gregory shall agree.

The Directors, their spouses and Phipps & Company Limited (as beneficial
holder) have undertaken to take up 131,378 New Shares out of their entitlements to a
total of 741,131 New Shares under the Open Offer. These shares have not been placed.

Further information on the Open Offer, including the procedure for application
and payment, is set out in the letter from Beeson Gregory in Part II of this document
and in the Application Form. The attention of overseas shareholders is specifically
drawn to the section entitled “Overseas Shareholders” set out in Part II of this
document.

Extraordinary General Meeting

You will find set out at the end of this document a notice convening the
Extraordinary General Meeting to be held at 10.00 am on 15 April 1996.

The resolution will be proposed for the purpose of increasing the authorised
share capital of the Company, authorising the Directors to allot the New Shares for the
purposes of Section 80 of the Companies Act 1985 and disapplying the statutory pre-
emption rights set out in Section 89 of that Act to enable the Directors to allot the New
Shares pursuant to the Placing and Open Offer.

After completion of the Placing and Open Offer the amount of authorised but
unissued share capital will be £452,470, comprising 9,049,395 Ordinary Shares of
which 322,853 will be subject to outstanding options under the Share Option Schemes,
subject to adjustments as mentioned below.

Option holders

In accordance with the rules of the Share Option Schemes, the Directors propose
to make such adjustments to the number of Ordinary Shares available for the grant of
options, the number of Ordinary Shares comprised in each option and the prices at
which options may be exercised as the auditors of the Company may certify in writing
to be in their opinion fair and reasonable in order to take account of the Placing and
Open Offer. No such adjustments will have effect until approved by the Inland
Revenue. Option holders will be informed of the adjustments in due course in
accordance with the rules of the Share Option Schemes.

Action to be taken

Shareholders will find enclosed a form of proxy for use at the EGM.
Whether or not you intend to be present at the meeting, you are asked to
return the enclosed form of proxy in accordance with the instructions
printed on it so as to arrive not later than 10.00 am on 13 April 1996.
Completion and return of a form of proxy will not preclude you from
attending the meeting and voting in person, should you so wish.

Action to be taken in relation to the Open Offer is described in Part 11 of this
document.

Additional information

Your attention is drawn to the additional information set out in Part V of this
document.



Recommendation

In making their recommendation to you the Board has been advised by Beeson
Gregory, whe have relied on the Directors’ commercial assessment of the proposed
expansion. The Board considers that the Placing and Open Offer are in the best
interests of the Company and its shareholders as a whole. Accordingly, they
unanimously recommend shareholders to vote in favour of the resolution to be
proposed at the EGM, as they intend to do in respect of their own beneficial
shareholdings amounting in total to 3,776,596 Ordinary Shares, representing
approximately 17.2 per cent. of the current issued share capital.

Irrevocable undertakings to vote in favour of the resolution to be proposed at the
EGM have been received from shareholders, including the Directors, their spouses and
Phipps & Company Limited (as beneficial holder), holding 13,749,096 Ordinary Shares
in total, representing approximately 62.6 per cent. of the current issued share capital.

Yours faithfully

Dr Colin B Phipps
Chairman




PART 11

Gz

Beeson Gregory

THE REGISTRY ROYAL MINT COURT
LONDON EC3N 4EY
Registered No. 2316630

22 March 1996

To holders of Ordinary Shares and, for information only, to holders of options under the
Share Option Schemes.

Dear Sir/Madam

Introduction

The letter from the Chairman which appears at the beginning of this document
explains that an Open Offer is being made to Qualifying Shareholders of the 3,992,400
New Shares at a price of 95 pence per share. Your attention is drawn to that letter and
to the further information set out in Parts III to V of this document.

Beeson Gregory, as stockbrokers to the Placing and as agent of the Company,
have arranged for 3,861,022 of the New Shares to be conditionally placed with certain
institutional and other investors at a price of 95 pence per share, net of expenses,
subject to their being recalled to satisfy valid applications from Qualifying
Shareholders under the Open Offer. The Placing and Open Offer has been
underwritten by Beeson Gregory except to the extent that the Directors, their spouses
and Phipps & Company Limited (as beneficial holder) have irrevocably undertaken to
take up an aggregate of 131,378 New Shares representing 17.73 per cent. of their
entitlements under the Placing and Open Offer.

The Open Offer

Beeson Gregory, as agent of the Company, hereby invites Qualifying
Shareholders, on and subject to the terms and conditions set out herein and in the
enclosed Application Form, to apply for the New Shares at a price of 95 pence per New
Share, net of expenses, payable in full on application. This compares with a price of
104 pence per Ordinary Share being the mid-market quotation as derived from the
London Stock Exchange Daily Official List on 21 March 1996, being the last practicable
date before the publication of this document.

Qualifying Shareholders may apply for
2 New Shares for every 11 Ordinary Shares

held at the close of business on the Record Date. Fractional entitlements to New Shares
will not be allocated and will be aggregated and sold under the Placing and the
proceeds retained for the benefit of the Company. Qualifying Shareholders may apply
for any number of New Shares up to and including their maximum pro rata
entitiement as shown in the Application Form. Applications will be disregarded to the
extent that they exceed such maximum entitlement.
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To the extent that New Shares are not taken up under the Open Offer, they will
be allotted at the Issue Price to placees procured by Beeson Gregory pursuant to the
Placing Agreement or to Beeson Gregory itself. Qualifying Shareholders should be
aware that the New Shares not applied for under the Open Offer will not be
sold in the market for the benefit of those who do not apply under the Open
Offer.

The New Shares will, when issued and fully paid, rank pari passu in all respects
with the existing issued Ordinary Shares save that the New Shares will not rank for
the final dividend of 3.0 pence per share (net) recommended in respect of the year
ended 31 December 1995. Further details of the rights attaching to the Ordinary
Shares, including the New Shares, are set out in paragraph 5 of Part V of this
document.

In addition to the New Shares, Beeson Gregory has agreed to place 6,393,920
Ordinary Shares on behalf of certain funds managed by CINVen Limited. These
shares, which represent 29.1 per cent. of the Company’s existing issued ordinary share
capital, are to be placed at a price of 95p per share, being the price at which the New
Shares have been conditionally placed subject to the Open Offer. In order for these
shares to be placed on the same terms as the New Shares, the vendors will sell them ex-
dividend entitlement in respect of the final dividend for the year ended 31 December
1995 announced today. Following the placing of these shares, CINVen Limited will no
longer have an interest in the Company’s issued share capital. CINVen Limited (in
respect of certain funds managed by them) and 3i Group ple have irrevocably
undertaken not to take up their entitlements under the Open Offer to 1,758,699 New
Shares in aggregate and these shares have been placed firm.

Conditions and further terms of the Open Offer

Qualifying Shareholders may apply for New Shares only on the enclosed
Application Form which is, save as mentioned below, personal to the shareholder
named therein. The Application Form may be transferred and/or split only to satisfy
bona fide market claims in relation to transfers of Ordinary Shares through the market
prior to the date on which the Ordinary Shares are marked ex-entitlement in respect of
the Open Offer. Instructions with regard to transfers and to splitting in such
circumstances are set out in the Application Form. Qualifying Shareholders who have
sold all or part of their holding of Ordinary Shares through the market prior to the ex-
entitlement date are advised to consult their stockbroker or other financial adviser
authorised under the Financial Services Act 1986 immediately, as the invitation under
the Open Offer may represent a benefit, which can be claimed from them by purchasers
or other transferees under the rules of the London Stock Exchange.

The Placing and Open Offer are both conditional on, inter alia, the passing of the
resolution to be proposed at the EGM, the Placing Agreement having become
unconditional in all respects and Admission having become effective by 9.00 am on
18 April 1996 or such later date (being not later than 26 April 1996) as the Company
and Beeson Gregory shall agree. The Placing Agreement is conditional, inter alia,
upon:

(a) the passing of the resolution contained in the notice of EGM set out at the end of
this document; and

(b) the London Stock Exchange admitting the New Shares to the Official List and such
admission becoming effective.
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Further terms of the Open Offer are set out in this letter and in the enclosed
Application Form. The Application Form represents a right to apply for New Shares,
but is not a document of title and cannot be traded. Qualifying Shareholders who have
sold all or part of their registered holdings should complete Box H on the enclosed
Application Form and immediately send it to the stockbroker, bank or other agent
through whom the sale or transfer was effected for onward transmission to the
purchaser or other transferee.

Procedure for Application

The Application Form enclosed with this document shows the number of
Ordinary Shares held by you at the close of business on the Record Date and also shows
the maximum number of New Shares attributable to your holding(s). You may apply
for less than your maximum entitlement should you so wish.

If you wish to apply for all or some of your entitlement to New Shares you should
complete the enclosed Application Form in accordance with the instructions thereon
and send it or deliver it by hand, together with the appropriate remittance, to Harford
Registrars, Harford House, 101-103 Great Portland Street, London WIN 3QZ so as to
arrive no later than 3.00 pm on 16 April 1996.

A reply paid envelope is enclosed for your use. Cheques or banker’s drafts should
be made payable to “Harford Registrars - A/C UCM PLC” and crossed “Account Payee”.
All payments must be made by cheque or banker’s draft in pounds sterling drawn on a
bank or building society in the United Kingdom, Channel Islands or Isle of Man which
is either a settlement member of the Cheque and Credit Clearing Company Limited or
the CHAPS Company Limited or a member of the Committees of Scottish or Belfast
Clearing Houses or which has arranged for its cheques or banker’s drafts to be cleared
through the facilities provided for the members of either of those companies or those
committees and must bear the appropriate sort code in the right-hand corner. They
must be for the full amount. No interest will be allowed on payments made before they
are due. An application will not be considered unless these requirements are fulfilled.
Once submitted, applications are irrevocable. Cheques and banker’s drafts are liable to
be presented for payment upon receipt. Qualifying Shareholders should note that the
Application Form confains a warranty (which is a term of the Open Offer) that cheques
will be honoured on first presentation. Any cheque that has not been honoured by
19 April 1996 will be deemed invalid and the relevant New Shares will be taken up
under the Placing.

The Directors reserve the right to instruct Harford Registrars to seek special
clearance of banker’s drafts and cheques to allow the Company to obtain the value of
any remittance at the earliest opportunity.

All documents and remittances sent by post by or to an applicant (or as the
applicant may direct) will be sent at the applicant’s own risk.

The verification of identity requirements of the Money Laundering Regulations
1993 will apply and verification of the identity of applicant(s) for New Shares may be
required. Failure to provide the necessary evidence of identity by no later than 3.00 pm
on 16 April 1996 may result in your application being treated as invalid.

In order to avoid this, payment should be made by means of a cheque drawn by
the applicant named in the enclosed Application Form or (where an Application Form
has been transferred and/or split to satisfy bona fide market claims in relation to
transfers of Ordinary Shares through the market prior to 22 March 1996), by the
person named in Box H of the Application Form. If this is not practicable and you use a
cheque drawn by a third party, a building society cheque or a banker’s draft, you
should:
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(a) write the name and address of the applicant named ip the Application Form or, as
the case may be, the name of the person named in Box H of the Application Form on

the back of the cheque, building society cheque or banker’s draft and record the date
of birth of that person;

monies will be returned to applicants without interest at the address set out on the
Application Form, within 14 days thereafter.

If you do not wish to apply for any of the New Shares, you should not complete
and return the enclosed Application Form. Shareholders are nevertheless requested to
complete and return the enclosed form of proxy for use at the EGM to be held on
15 April 1996,

By completing and delivering an Application Form, you (as the applicant(s)):

(1) agree that g]] applications, and contracts resulting therefrom, under the Open Offer
shall be governed by, and construed in accordance with, English law; and

If you are in any doubt whether or not you should apply for any of the New
Shares, you should consult your independent professional adviger immediately.

Overseas shareholders




It is the responsibility of any person outside the United Kingdom wishing to
apply for New Shares under the Open Offer to satisfy himself as to the full observance
of the laws and regulatory requirements of the relevant territory in connection
therewith, including obtaining any government or other consents which may be
required and compliance with other necessary formalities and the payment of any
issue, transfer or other taxes due in such territory.

In particular, holders of Ordinary Shares who are resident in the United States
of America or Canada should note the following. The New Shares have not been and
are currently not intended to be registered under the United States Securities Act of
1933, as amended, and accordingly may not be offered, sold, transferred, taken up or
delivered in the United States of America except pursuant to an exemption from orin a
transaction not subject to the registration requirements of the said Act, as amended.
Furthermore, the New Shares have not been registered under relevant Canadian
legislation, and (other than in certain circumstances) may not be offered, sold,
transferred, taken up or delivered in Canada. Application Forms have not been sent to
holders of Ordinary Shares with registered or mailing addresses in Canada or the
United States of America, its territories or possessions.

This document is being sent to such shareholders for information purposes only
and does not constitute an offer or an invitation to apply for any New Shares.

Application under an Application Form will constitute a representation and
warranty that, inter alia, the applicant is not a holder of Ordinary Shares with a
registered or mailing address in the United States of America, its territories or
possessions or Canada, nor is the applicant applying for New Shares for the account of
any person, or with a view to re-offer, sale, transfer or delivery of such shares in any of
those territories or possessions. However, the Company and Beeson Gregory reserve
the right to make the New Shares available to overseas shareholders notwithstanding
any statement contained in this document if they are advised to their satisfaction that
any such shareholder can properly accept the invitation comprised in the Open Offer
without observance by the Company of any requirement which it (in its absolute
discretion) regards as unduly burdensome. Equally, the Company and Beeson Gregory
reserve, without limitation, the right to treat an application as invalid if they believe
the application may violate applicable legal or regulatory requirements.

UK Taxation

For the purpose of United Kingdom tax on chargeable gains, the New Shares
subscribed for under the Open Offer up to your maximum entitlement, will (under the
capital gains tax reorganisation rules) be added to your existing holding of Ordinary
Shares and treated as though they were acquired at the same time as the existing
holding.

The cost of the New Shares will be added to the cost of the original holding and
the total will be apportioned equally to form the base cost of each share.

Indexation allowance will only be available on the cost of the New Shares from
the time you make or become liable to make payment for such New Shares pursuant to
the Open Offer. On any subsequent sale of the New Shares your tax liability will
depend upon your individual circumstances.

The Directors have been advised that no liability to stamp duty or stamp duty
reserve tax will arise on the application for New Shares by or on the allotment and
jssue of New Shares to Qualifying Shareholders, unless the New Shares are acquired
for the purposes of an arrangement for the provision of clearance services or the issue
of depository receipts.

If you are in any doubt as to your tax position or you are resident in any
jurisdiction other than the United Kingdom you should consult your professional
adviser.
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Settlement and dealing

Application has been made to the London Stock Exchange to admit the New
Shares to the Official List and, subject to the Placing Agreement becoming
unconditional in all respects and not being terminated by Beeson Gregory, it is
expected that dealings will commence on 18 April 1996. It is expected that definitive
share certificates in respect of the New Shares will be despatched by first class post, at
the risk of the person entitled thereto and in the case of joint holders to the holder
whose name stands first in the register in respect of the joint holding concerned by
25 April 1996 and, pending such despatch, transfers will be certified against the
register. No temporary document of title will be issued.

Yours faithfully

for and on behalf of
Beeson Gregory Limited

J. E. Gordon
Director
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PART 111

PRELIMINARY RESULTS FOR UCM FOR THE
YEAR ENDED 31 DECEMBER 1995

The following is the full text of the preliminary statement of the Group for the
year ended 31 December 1995 announced on 22 March 1996:

“PRELIMINARY RESULTS FOR UCM FOR THE
YEAR ENDED 31 DECEMBER 1995

Chairman’s Statement

I am pleased to report that sales increased by 23 per cent. to £34.6 million and
pre-tax profits rose by 29 per cent. to £2.6 million, despite a charge against pre-tax
profits of £191,000 relating to fees incurred for the potential acquisiton of the fused
magnesia plant of Pechiney Electrometallurgie (“‘PEM”). Earnings per share were 7.7p
(1994: 6.4p), being an increase of 20 per cent. A final dividend of 3p (net) per share
(1994: 2.75p) is recommended making a total for the year of 4.5p (net) per share. While
there is no comparable figure for 1994, as the Company was not floated until June
1994, this represents an increase of approximately 10 per cent. on the dividend the
Directors would have expected to have declared had the Company been listed for the
full year.

Sales growth has been achieved throughout all market sectors. The net assets of
Tateho America Inc. relating to the manufacture of fused magnesia, acquired in March
1995, have been successfully incorporated into the Group under the operation of
Universal America Inc.

Trading since 31 December 1995 has been encouraging. Following the weaker
USA economy in 1995, there has been some increase in house starts which should be
reflected in the demand for consumer appliances and heating element powders sourced
from our USA plants.

UK demand has remained strong, although demand in Continental Europe is
patchy, particularly in France and Germany. However, in the wake of further
competition exiting the fused minerals business, this will provide increased
opportunity for UCM to expand export market share, particularly in the heating
elements sector.

In addition to the proposed expansion of the Group’s fused magnesia capacity,
trials continue on the development of an alternative raw material for the Group’s
zirconia based products. The Board believes that this area presents the Group with
important opportunities for expansion.

As previously announced in January 1996, PEM issued a writ against the
Company in the sum of ¥F20 million (£2.57 million). Negotiations between the
Company and PEM for the acquisition of its fused magnesia business terminated in
December 1995, commercially acceptable terms having failed to be agreed. PEM
alleges that the Company negotiated in bad faith.

The Company has been advised by leading counsel in the UK and by its legal
advisers in both the UK and France respectively, that the action is without substance.
Accordingly, the Company will resist the litigation vigorously.

1996 presents the Group with important opportunities for expansion and
potential for continued growth.

Colin B Phipps

Chairman
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CONSOLIDATED PROFIT AND LOSS ACCOUNT

for the year ended 31 December 1995

Turnover
Cost of sales

Gross Profit
Distribution costs
Administrative expenses

Operating Profit
Interest payable

Profit on ordinary
activities before
taxation

Tax on profit on ordinary
activities

Profit for the financial
year

Dividends paid and
proposed (equity and
non-equity)

Retained profit for the
financial year

Earnings per ordinary
share
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1994 1995
Continuing
operations Continuing operations

Acquisition Total

£000 £000 £000 £000

28,166 31,757 2,873 34,630
(21,405) (24,210} (2,493) (26,703)

6,761 7,547 380 7,927
(879) (941) (39) (980)
(3,497) (3,684) (117) (3,801)

2,385 2,922 224 3,146
(336) (499)

2,049 2,647
(697) (967)

1,352 1,680
(797) (988)

555 692
6.4p 7.7p




CONSOLIDATED BALANCE SHEET
as at 31 December 1995

1994 1994 1995 1995
£000 £000 £000 £000

Fixed assets

Intangible assets —_ 43
Tangible assets ﬁ __8i6§
6,395 8,206
Current assets
Stocks 6,023 7,135
Debtors 6,735 7,676
Cash at bank and in hand 647 271
13,405 15,082
Creditors: Amounts falling due
within one year {(6,090) (8,346)
Net current assets 7,315 6,736
Total assets less current
liabilities 13,710 14,942
Creditors: Amounts falling due
after more than one year (2,824) (3,339)
Provision for liabilities and
charges (157) (365)
Net assets 10,729 11,238
Capital and reserves
Called up share capital 1,098 1,098
Share premium account 5,061 5,021
Capital redemption reserve 116 116
Capital reserve 1,745 1,705
Profit and loss account 2,709 3,298
Shareholders’ funds - equity 10,729 11,238
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CONSOLIDATED CASH FLOW STATEMENT

for the year ended 31 December 1995

Net cash inflow from
operating activities

Returns on investments and
servicing of finance

Interest paid

Dividends paid

Net cash outflow from returns
on investments and
servicing of finance

Taxation
UK corporation tax paid
Overseas tax paid

Tax paid

Investing activities

Purchase of intangible and
tangible fixed assets

Purchase of certain trade, assets
and liabilities of Tateho
America Inc.

Deal costs relating to purchase of
certain trade, assets and
liabilities of Tateho America
Inc,

Sale of tangible fixed assets

Net cash outflow from
investing activities

Net cash outflow before
financing

Financing

Issue of share capital

Repayment of preference shares

Flotation costs

Repayment of amounts borrowed

Net cash inflow/(outflow) from
financing

Increase/(decrease) in cash
and cash equivalents

1994 1994
£000 £000
1,517
(275)
(233)
(508)
(563)
(350)
(913)
(1,023)
2
(1,021)
(925)
6,015
(3,350)
(590)
(237)
1,838

19

913

1995
£000

(534)

(933)

(671)

(222)

(815)

(634)

(283)

(40)

(713)

1995
£000

3,687

(1,467)

(793)

(1,732)

(305)

(753)

(1,058)




NOTES

Segmental Information

Turnover can be analysed as follows:

1994 1995
Continuing
operations Continuing operations
Acquisition Total
£000 £000 £000 £000
Turnover by destination
United Kingdom 11,909 12,680 — 12,680
North America 5,299 5,306 2,459 7,765
Continental Europe 7,429 9,646 —_ 9,646
Central & South America 384 407 232 639
Asia 2,273 2,555 — 2,555
Rest of world 872 1,163 182 1,345
_ 28,166 31,757 2,873 34,630
Turnover by origin
United Kingdom 21,171 24,693 — 24,693
North America 6,995 7,064 2,873 9,937
28,166 31,757 2,873 34,630
Turnover analysed by market
Abrasives 6,000 6,797 — 6,797
Refractories 11,591 14,323 189 14,512
Heating elements 9,762 9,448 1,785 11,233
Technical ceramics 813 1,189 — 1,189
Friction — — 899 899
_ 28,166 31,757 2,873 34,630
Net assets can be analysed as follows:
1994 1995
£000. £000
By origin
United Kingdom 11,372 11,286
North America 3,086 6,320
14,458 17,606
Non-operating liabilites (3,729} (6,368)
10,729 11,238
By market
Abrasives 3,008 3,072
Refractories 5,794 6,230
Heating elements 5,286 7,559
Technical ceramics 370 557
Friction —_ 188
14,458 17,606
Non-operating liabilities (3,729) (6,368)
10,729 11,238

Non-operating liabilities include net cash/(borrowings), taxation balances and

dividends payable.

20



Notes (continued):

2. Earnings per ordinary share is calculated with reference to earnings attributable to ordinary
shareholders of £1,680,000 (1994: £1,193,000) and the weighted average number of ordinary
shares in issue during the year of 21,958,205 (1994: 18,613,189). The fully diluted earnings per
ordinary share is not significantly different from the above,

3. A final dividend of 3.0p (net) per ordinary share is recommended to be paid on 20 May 1996 to
shareholders on the register at 11 April 1996,

4. The annual general meeting will be held on 13 May 1996.”
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PART IV
FINANCIAL INFORMATION RELATING TO THE GROUP

Introduction

The financial information given in this part does not constitute accounts for the purposes of
section 240 of the Act. The financial information presented in respect of the years ended
31 December 1992 and 1993 has been extracted without material adjustment from the Accountants’
Report dated 24 June 1994 prepared by KPMG. The financial information presented in respect of
the year ended 31 December 1994 has been extracted without material adjustment from the audited
financial statements of UCM for that year. An unqualified audit opinion within the meaning of
section 235 of the Act was given in respect of the accounts for the year ended 31 December 1994.

CONSOLIDATED SUMMARISED PROFIT AND LOSS ACCOUNTS
for the three years ended 31 December 1994

Year ended 31 December

1992 1993 1994

Note £'000 £000 £000

Turnover - continuing operations 3 23,774 26,698 28,166
Cost of gales (19,029) {(20,802) (21,405)

Gross profit 4,745 5,896 6,761
Distribution costs (682) (734) (879)
Administrative expenses (8,236) (3,109) (3,497

Operating profit - continuing operations 827 2,053 2,385
Interest payable and similar charges 4 (144) (350) (336)

Profit on ordinary activities before taxation 5-7 683 1,703 2,049
Tax on profit on ordinary activities 8 57 (475) (697)

Profit for the financial year 740 1,228 1,352
Dividends paid and proposed 9 — (257) (797)

Retained profit for the financial year 740 971 555
Earnings per ordinary share 10 4.9p 7.2p 6.4p

A statement of movements on reserves is given in note 23.

The activities of UCM have remained essentiaily unchanged throughout the three year period.
There have, however, been differences in the manner in which management charges (which were
not necessarily representative of certain corporate overheads borne by the then owners of UCM),
pension costs, interest and taxation were allocated to UCM during the periods from 1 January 1992
to 20 March 1992 and from 20 March 1992 to 29 January 1993 when it was held by other owners,
and the period since 29 January 1993, from which date it has been owned by the Company.
Accordingly, the amounts charged as management expenses, pension costs, interest and taxation in
the profit and loss accounts for the years ended 31 December 1992, 1993 and 1994, as set out above,
are not comparable from year to year.

The profit and loss account for the year ended 31 December 1993 incorporates the activities of

the UCM business for the 12 months ended 31 December 1993 including the period from 1 January
1993 to 28 January 1993 prior to its acquisition by the Company.
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CONSOLIDATED SUMMARISED BALANCE SHEETS
at each of the three years ended 31 December 1994

Year ended 31 December
1992 1993 1994
Note £000 £000 £000
Fixed assets
Tangible assets 12 3,144 5,946 6,395
Current assets
Stocks 14 5,914 5,630 6,023
Debtors 15 8,651 5,322 6,735
Cash at bank and in hand 759 136 647
15,324 11,088 13,405
Creditors: amounts falling due within one vear 16 (5,834) {5,336) (6,090)
Net current assets 9,490 5,752 7,315
Total assets less current liabilities 12,634 11,698 13,710
Creditors: amounts falling due after more than
one year 17 — (3,447) (2,824)
Provision for liabilities and charges 19 — (59) (157)
Net assets 12,634 8,192 10,729
Share capital and reserves
Share capital 20 — 4,200 1,098
Share premium 23 — — 5,061
Capital redemption reserve 23 — —_ 116
Capital reserve 23 — 3,050 1,745
Profit and loss aceount 23 — 949 2,709
Equity prior to the management buy-out 21 12,634 — -—
12,634 8,192 10,729
Shareholders’ funds
Equity 12,634 4,842 10,729
Non-equity — 3,350 —

12,634 8,192 10,729
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CONSOLIDATED SUMMARISED CASH FLOW STATEMENTS
for the three years ended 31 December 1994

Year ended 31 December
1992 1993 1994
Note £000 £000 £000
Net cash inflow from operating activities 27 2,496 2,489 1,517
Returns on investments and servicing of
finance
Interest received 7 — —
Interest paid —_ (442) (275)
Dividends paid — 217) {233)
Net cash inflow/(ocutflow) from returns on
investments and servicing of finance 7 (659) (508)
Taxation
UX corporation tax paid — (29) (563)
Overseas tax paid (6) (167) (350)
Net cash outflow from taxation (6) (196) (913)
Investing activities
Purchase of tangible fixed assets (140) (473) (1,023)
Receipts from sales of tangible fixed assets — 4 2
Loans to former group undertakings (2,065) — —
Purchase of UCM business — (8,500) —
Deal costs relating to the purchase of UCM
business (13) (953) —
Net cash outflow from investing activities (2,218) (9,922) {1,021)
Net cash inflow/(outflow) before financing 279 (8,288) (925)
Financing
Issue of ordinary share capital 29 -— 850 6,015
Issue/(repayment) of preference share capital 29 — 3,350 (3,350)
Repayment of amounts borrowed 29 (48) (190) (237)
New short term loans 29 — 4,000 —_
Loans from former group undertakings 29 272 — —
Flotation costs 29 — — (690)
Cash received from/(paid to) head office 2,708 (7586) —_
Net cash inflow from financing 2,932 7,254 1,838
Increase/(decrease) in cash and cash equivalents 28 3,211 (1,084) 913
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CONSOLIDATED STATEMENTS OF TOTAL RECOGNISED
GAINS AND LOSSES
for the three years ended 31 December 1994

Year ended 31 December

1992 1993 1994

£000 £000 £000

Profit for the financial year 740 1,228 1,352
Unrealised surplus on revaluation of properties on

acquisition — 3,151 —

Exchange differences taken directly to reserves 421 45 (93)

Total recognised gains and losses 1,161 4,424 1,259
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RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS’ FUNDS
for the two years ended 31 December 1994

Years ended
31 December
1993 1994
Note £'000 £000
Profit for the financial year 1,228 1,352
Profit prior to management buy-out 21 1 —
Dividends (257) (797)
894 555
Reserve arising on the management buy-out 3,043 —
Exchange rate differences 55 (93)
New share capital subscribed 4,200 6,000
Repayment of preference shares — (3,350)
Exercise of share options — 15
Flotation costs — (590)
Net addition to shareholders’ funds 8,192 2,537
Opening shareholders’ funds — 8,192
Closing shareholders’ funds 8,192 10,729
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NOTES

1. Basis of preparation

In December 1990, Foseco ple was acquired by Burmah Castrol ple. The Ceramic Materials
Division of Foseco ple comprised certain United Kingdom subsidiaries trading as undisclosed agents
of Foseco (GB) Limited and a United States of America subsidiary of Foseco Inc. (“the UCM
businesses”).

On 20 March 1992, the UCM businesses were sold to Unicorn Abrasives Limited (“Unicorn”)
which was wholly owned by Apax European Buy-in Fund International Partners L.P., a limited
partnership registered in the USA as part of an acquisition which also included the net assets of the
Abrasive and Diamonds divisions of Foseco ple.

UCM was incorporated on 5 June 1992 as Offshelf 171 Limited. On 29 January 1993 it
acquired the UCM businesses from Unicorn by way of a management buy-out.

The results of the UCM businesses from 1 J. anuary to 20 March 1992 were consolidated within
the financial statements of Burmah Castrol plc. The statutory accounts of Burmah Castrol ple and
of its wholly owned subsidiary Foseco (GB) Limited received unqualified audit reports from their
auditors Ernst & Young for the year ended 31 December 1992,

The results of the UCM businesses for the perieds from 20 March to 31 December 1992 and
from 1 January to 29 January 1993 (included within the results presented above for the years ended
31 December 1992 and 1993 respectively) were consolidated within the statutory accounts of
Unicorn. The statutory accounts of Unicorn received an unqualified audit report from its auditors
Coopers & Lybrand for the years ended 31 December 1992 and 1993.

For the year ended 31 December 1992, the financial information, which is based on the
consolidation returns used in the preparation of the statutory accounts of Burmah Castrol plc and
Unicorn, represents the profits, cash flows and state of affairs of the UCM businesses on a combined
basis.

For the year ended 31 December 1993, the financial information is based on the audited
accounts of UCM for the year ended 31 December 1993, which incorporated the results of the UCM
businesses for the period from 29 J anuary to 31 December 1993 and the consolidation returns used
in the preparation of the statutory accounts of Unicorn for the year ended 31 December 1993.

For the year ended 31 December 1994, the financial information is extracted from the
statutory accounts of UCM for that year, KPMG, auditors to UCM, have issued an unqualified audit
report on the audited accounts of UCM for the years ended 31 December 1993 and 1994,

2. Accounting policies

The following accounting policies have been applied consistently in dealing with items which
are considered material in relation to the Group’s financial statements.

Basis of preparation

The financial statements have been prepared in accordance with applicable accounting
standards and under the historical cost accounting rules.

Basis of consolidation

The acquisition method of accounting has been adopted. Under this method, the results of
subsidiary undertakings and businesses acquired in the year are included in the consolidated profit
and loss account from the date at which effective control passes. On the acquisition of a business,
fair values are attributed to the net tangible assets acquired. Where the fair value of the
consideration exceeds the values attributable to such net assets, the difference is treated as
purchased goodwill and is written off direct to reserves in the year of acquisition.

The profit or loss on disposal of a previously acquired business reflects the attributable amount
of purchased goodwill relating to that business.
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Fixed assets and depreciation

Depreciation is provided to write off the cost less estimated residual value of tangible fixed
assets by equal instalments over their anticipated useful economic lives as follows:

Freehold and long leasehold buildings — 5 per cent. per annum
Leasehold land — period of lease

Plant and machinery — 10 per cent. per annum
Motor vehicles — 20-25 per cent, per annum
Computer hardware — 25 per cent. per annum
Computer software — 50 per cent. per annum

No depreciation is provided on freehold land.

Foreign currencies

Transactions in foreign currencies are recorded using the rate of exchange ruling at the date of
the transaction or, if hedged forward, at the rate of exchange under the related forward currency
contract. Monetary assets and liabilities denominated in foreign currencies are translated using the
rate of exchange ruling at the balance sheet date and the gains or losses arising are included in the
profit and loss account.

For consolidation purposes, the assets and liabilities of overseas subsidiary undertakings are
translated at the closing exchange rates. Profit and loss accounts of such undertakings are
consolidated at the average rates of exchange during the year. Exchange differences arising on
these translations are taken to reserves, net of exchange differences on related foreign currency
borrowings.

Leases

Assets purchased under finance leases are capitalised at amounts equal to their original cost
and depreciation is provided on the basis of the Group’s depreciation policies. The capital elements
of future obligations under finance leases are included as liabilities in the balance sheet and the
current year's interest element is charged to the profit and loss account.

For operating leases, rentals are charged to the profit and loss account on a straight line basis
over the life of the lease.

Pension costs

The Group operates a defined benefit pension scheme in the United Kingdom and defined
benefit and contribution schemes in the United States of America. Contributions to the Group’s
schemes are charged to the profit and loss account so as to spread the cost of pensions over
employees’ working lives with the Group in accordance with the advice of the schemes’ independent
actuaries. Any difference between the charge to the profit and loss account and the actual
contributions paid to the schemes is included as an asset or liability in the balance sheet.

Research and development expenditure

Expenditure on research and development is charged to the profit and loss account in the year
in which it is incurred except where development expenditure is incurred on separately identifiable
projects and is recoverable against future additional revenues arising on these projects. In such
cases, the development expenditure is capitalised and amortised against the future revenue of the
projects.

Stocks

Stocks are stated at the lower of cost and net realisable value. In determining the cost of raw
materials, consumables and goods purchased for resale, the FIFO method is used. For work in
progress and finished goods manufactured by the Group, cost is taken as production cost, which
includes an appropriate proportion of attributable overheads.

Taxation

The charge for taxation is based on the profit for the year and takes into account taxation
deferred because of timing differences between the treatment of certain items for taxation and
accounting purposes. Provision is made for deferred tax only to the extent that it is probable that an
actual liability or asset will crystallise. A deferred tax asset i recognised only to the extent that itis
expected to be recoverable without replacement by an equivalent asset.

Turnover

Turnover represents the amounts (excluding sales tax) derived from the provision of goods and
gervices.
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3. Segmental information
Turnover can be analysed as follows:

1992 1993 1994

£000 £000 £000
Turnover by destination
United Kingdom 12,104 10,992 11,909
North America 4,298 5,329 5,299
Continental Europe 4,732 6,855 7,429
Central and South America 443 401 384
Agia 1,356 2,343 2,273
Rest of world 841 778 872

Turnover by origin

United Kingdom 18,172 20,016 21,171
North America 5,602 6,682 6,995
23,774 26,698 28,166
Turnover analysed by market
Abragives 4,722 4,939 6,000
Refractories 11,134 12,101 11,591
Heating elements 7,163 8,798 9,762
Technical ceramics 755 860 813
23,774 26,698 28,166
Net assets can be analysed as follows
by origin
United Kingdom 7,661 10,056 11,372
North America 2,553 2,725 3,086
10,214 12,781 14,458
Non-operating assets/(liabilities) 2,420 (4,589) (3,729
12,634 8,192 10,729
by market
Abrasives 1,581 2,215 3,008
Refractories 4,132 5,725 5,794
Heating elements 3,844 4,545 5,286
Technical ceramics 657 296 370
10,214 12,781 14,458
Non-operating assets/liabilities) 2,420 (4,589) (3,729)
12,634 8,192 10,729

Non-operating assets/(liabilities) include net cash/(borrowings), loans to and from former
group undertakings, taxation balances and dividends payable.

In the opinion of the directors, the disclosure of results by segment would be seriously
prejudicial to the interests of the Group.

4. Interest payable and similar charges

1992 1993 1994
£000 £000 £000

On bank loans, overdrafts and other loans repayable within
five years 9 347 336
On all other loans 135 3 —
144 350 336
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5. Directors’ emoluments

1992 1993 1994

£000 £000 £000

Fees — non-executive directors — 14 15
Remuneration — executive directors:

Salaries —_ 224 277

Pension contributions —_ 26 60

Benefits-in-kind —_ 21 31

Bonus payments — 39 105

— 324 488

The emoluments of the chairman in 1994 amounted to £nil (£nil for the period from 1 March
1993 to 31 December 1993). Before 1 March 1993 the chairman was also the highest paid director.
In addition, pension contributions in 1994 of £nil (£nil for the period from 1 March 1993 to 31
December 1993) were paid on behalf of the chairman.

The emoluments of the highest paid director in 1994 amounted to £119,451 which included a
performance-related bonus of £31,150 (1993: £86,332 including a performance-related bonus of
£15 000). In addition, pension contributions in 1994 of £25,826 (1993: £12,263) were paid on behalf
of the highest paid director.

The emoluments, excluding pension contributions, of the directors (including the chairman
and highest paid director and excluding the director whose duties are performed mainly outside the
United Kingdom) were within the following ranges:

Number of directors
1992 1993 1994
£0 - £5,000 — 1 1
£10,001 - £15,000 — 1 1
£55,001 — £60,000 — 1 —
£60,001 — £65,000 — 1 —
£80,001 — £85,000 — — 1
£85.001 - £90,000 — 1 1
£115,001 - £120,000 — — 1

In addition to the above, £23,827 was paid in 1994 to Phipps & Company Limited for making
available the services of Dr CB Phipps as chairman of the Company (1993: £13,750 for the period
from 1 March to 31 December 1993). No other director had any material interest in any significant
contract entered into by the Group during the year.

Prior to 29 January 1993, the directors did not receive any emoluments from the Company.
They received emoluments for the periods from 1 January 1992 to 20 March 1992 and from
20 March 1992 to 29 January 1993 as executives of divisions ultimately owned by Burmah Castrol
plc and Unicorn respectively.

The directors have the following options to purchase ordinary shares of the Company:

Number Option price Exercise date
TG Dughan 19,166  90p 6 February 2000

Options under the option scheme may be exercised within six months of the exercise date.

The market price of the Company’s shares as at 31 December 1994 was 95p with a range
during the period since flotation of 86p — 105p.
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6. Profit on ordinary activities before taxation

Profit on ordinary activities before taxation is stated
after charging

Auditors remuneration:
Audit
Other services

Depreciation and amounts written off tangible fixed assets:
Owned
Leased

Operating lease rentals — hire of other assets

Research and development expenditure

Management charges payable to former group
undertakings

1992
£'000

25
13

356

94
125
252

399

1993
£000

39
20

390

86
121
221

1994
£000

39

4322
83

211

Additional fees of £168,000 (1993: £198,000, 1992: £nil) were paid to the auditors for their

services and have been charged direct to reserves.

7. Staff numbers and costs

The average number of persons employed by the Group (including directors) during each year,

analysed by category, was as follows:

Technical
Administration
Manufacturing

The aggregate payroll costs of these persons were as follows:

Wages and salaries
Social security costs
Other pension costs

8. Taxation

UK corporation tax at 33 per cent. on the profit for the year
on ordinary activities

Overseas taxation charge/(credit)

Deferred taxation

Adjustment relating to an earlier year

31

Number of employees

1992 1993 1994
27 31 29
84 79 69
244 244 257
355 354 355
1992 1993 1994
£000 £000 £000
5,347 5,791 6,250
416 473 488
90 178 241
5,853 6,442 6,979
1992 1993 1994
£000 £000 £000
— 567 488
(67> 241 259

— (333) (3)

— — 47)
(57) 475 697




9. Dividends

1992 1993 1994
£000 £000 £000
Equity
Ordinary shares:
Interim — 66 34
Final proposed — 37 604
—_ 103 638
Non-equity
Preference shares — 154 159
— 257 797

10. Earnings per ordinary share

Earnings per share is calculated with reference to earnings attributable to ordinary
shareholders of £1,193,000 (1993: £1,074,000, 1992: £740,000) and the weighted average number of
ordinary shares in issue during the year of 18,613,189 (1993 and 1992: 14,981,460). Earnings
attributable to ordinary shareholders comprise profit for the financial year of £1,352,000 less
preference dividends of £159,000 (1993: £1,228,000 less £154,000). For 1993 and 1992, the
14,981,460 ordinary shares of 5p each is the number of ordinary shares (including ‘A’ ordinary
shares) of £1 each in issue at 31 December 1993, adjusted to reflect the number of ordinary shares
these will represent immediately after admission to the Official List of the London Stock Exchange,
including the effect of the conversion into ordinary shares of the share option outstanding at
31 December 1993. The capital structure of the Group before the management buy-out was
significantly different from that prevailing thereafter and the results of the Group for the periods
before and after the management buy-out were not wholly comparable. Accordingly, earnings per
ordinary share for the periods before and after the management buy-out are also not comparable.

11. Dividends per share

1992 1993 1994
Dividends per ordinary share — 0.7p 3.4p
Dividends per non-equity share — 5.0p 9.9p

Dividends per ordinary share is based on ordinary dividends of £638,000 (1993: £103,000,
1992: £nil) and the weighted average number of ordinary shares in issue during the year as shown
in note 10 above.

Dividends per non-equity share is based on preference dividends of £159,000 (1993: £154,000,
1992: £nil) and the weighed average number of cumulative redeemable preference shares in issue
during the year of 1,610,577 (1993: 3,093,014).
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12. Tangible fixed assets

Long
leasehold
Freehold  Freehold landand Plantand
land  buildings  buildings machinery Total
£000 £000 £000 £000 £000
Cost
At 1 January 1993 179 1,662 348 9,336 11,525
Exchange differences — {2) — (11) (13)
Additions — — — 17 17
Assets not acquired on
29 January 1993 — (427) —_ — (427)
Transfer from depreciation at
29 January 1993 — (736) (243) (7,378) (8,357)
Revaluation 1,297 1,008 846 — 3,151
At 29 January 1993 1,476 1,505 951 1,964 5,896
Exchange differences 2 14 — 18 34
Additions — — 15 441 456
Disposals — — — (18) (18)
At 31 December 1993 1,478 1,519 966 2,405 6,368
Additions — 133 54 836 1,023
Disposals — — — (10$) (10)
Exchange differences (4) 29 — (44) (77
At 31 December 1994 1,474 1,623 1,020 3,187 7,304
Depreciation and diminution
in value
At 1 January 1993 — 789 242 7,350 8,381
Exchange differences — (1) — (9) $10)]
Charge for the period — 5 1 37 43
Assets not acquired on
29 January 1993 -— (57) — — (57)
Transfer to cost at 29 J anuary
1993 — (736) (243) (7,378) (8,357)
At 29 January 1993 — — — - —
Exchange differences — — — 2 2
Charge for the period — 71 31 331 433
Disposals — — — (13) (13)
At 31 December 1993 — 71 31 320 422
Charge for the year — 75 35 395 505
Disposals — — — (9) &)
Exchange differences — (2) — (7 (9
At 31 December 1994 — 144 66 699 909
Net book value
At 31 December 1992 179 873 106 1,986 3,144
At 31 December 1993 1,478 1,448 935 2,085 5,946
At 31 December 1994 1,474 1,479 954 2,488 6,395

The net book value of plant and machinery as at 31 December 1994 includes £31,000 (1993:
£114,000, 1992: £200,000) in respect of assets held under finance leases.

The United Kingdom properties were revalued as at 22 January 1993 by Dunlop Heywood,
Consultant Surveyors, using the open market valuation method for existing use.

The United States of America properties were revalued as at 8 January 1993 by the directors
using the open market valuation method for existing use.
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13. Management buy-out

On 29 January 1993, the Company respectively acquired and assumed certain trading assets
and liabilities of the UCM businesses for a cash consideration of £8,500,000. The fair value of the net
assets acquired, after deducting costs of acquisition, was £11,543,000, comprised as follows:

Vendors’ Other Fair value
net book Property Costs of fair value to the
value revaluation acquisition  adjustments Group
£000 £000 £000 £000 £000
Fixed assets
Tangible 2,745 3,151 — — 5,896
Current assets
Stocks 6,234 — — (147) 6,087
Debtors 5,686 — (15) (329) 5,342
Cash 225 — — — 225
Total assets 14,890 3,151 (15) (476) 17,550
Creditors
Trade creditors (3,924) — — — (8,924)
Other creditors and
aceruals (1,034) — (951) 70 (1,915)
Provisions for liabilities
and charges
Deferred tax —_ — — (164) (164)
Pensions (4) — — — (4)
Total liabilities (4,962) — {951) (94) (6,007
Net assets 9,928 3,151 (966) (570) 11,543
14. Stocks
1992 1993 1994
£'000 £000 £000
Raw materials and consumables 1,741 1,630 1,683
Work-in-progress 1,505 1,278 1,506
Finished goods and goods for resale 2,668 2,722 2,834
5914 5,630 6,023
15. Debtors
1992 1993 1994

£000 £000 £000 £000 £000  £000
Amounts falling due within one year

Trade debtors 4,557 4,685 5,902
Amounts owed by former group
undertakings 3,555 — —
Other debtors 119 203 181
Prepayments and accrued income 400 249 335
8,631 5,141 6,418
Amounts falling due after more than
one year
Advance corporation tax recoverable — 12 151
Deferred taxation 20 169 166
20 181 317
8,651 5,322 6,735
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16. Creditors: amounts falling due within one year

1992 1993 1994
£000 £000 £000
Bank loans and overdrafts (see note 18) - 795 717
Trade creditors 3,026 2,977 3,003
Amounts owed to former group undertakings 1,917 — —
Other creditors including taxation and social security:
Corporation tax — 578 397
Other taxes and social security 367 135 242
Accruals and deferred income 524 765 976
Dividends proposed — 40 604
Advance corporation tax payable — 46 151
5,834 5,336 6,090
17. Creditors: amounts falling due after more than one year
1992 1993 1994
£000 £000 £000
Bank loans and overdrafts (see note 18) - 3,447 2,824
18. Bank loans and overdrafts
The repayment of bank loans and overdrafts can be analysed as follows:
1992 1993 1994
£000 £000 £000
Secured
Within one year - 795 717
Between one and two years — 583 614
Between two and five years —_ 2,000 2,210
Five years or more — 864 —
— 4,242 3,541

The bank loans and overdrafts are secured by fixed and floating charges over the property and

other agsets of the Group.

The bank loan is repayable in agreed percentage amounts with the final instalment due on
31 December 1999. The interest on loans and overdrafts is payable at base rate plus 2 per cent.

19. Provisions for liabilities and charges

Pensions Taxation
and  including
similar deferred

obligations taxation Total

£000 £000 £000
At 1 January 1994 59 (169) (110)
Charge for the year in the profit and logs account 98 3 101
At 31 December 1994 157 (166) €)]

The above table can be reconciled to the balance sheet as follows:

1992 1993 1994

£000 £000 £000

Deferred taxation asset (see note 15) (20) (169) (166)
Provision for liabilities and charges — 59 157
(20) (110) (9)

No provision has been released or applied for any purposes other than that for which it was

established.

35




The amounts provided for deferred taxation and the amounts not provided are set out below:

1993 1994
Provided Unprovided  Provided Unprovided
£000 £000 £000 £000
Difference between accumulated
depreciation and amortisation and capital
allowances (11) 116 — 303
Other timing differences (158) (52) (166)
(169) 64 (166) 303

No deferred tax has been provided in respect of the accumulated reserves of overseas
subsidiary undertakings as the amount involved is not material to the Group.

20. Called up share capital

1893 1994
£ £
Authorised
Equity
242,250 ordinary shares of £1 each 242,250 —
607,750 ‘A’ ordinary shares of £1 each 607,750 —
29,277,600 ordinary shares of 5p each — 1,463,880
Non-equity
3,350,000 5% cumulative redeemable preference shares of £1 each 3,350,000 —

4,200,000 1,463,880
Allotted, called up and fully paid

Equity

242 250 ordinary shares of £1 each 242,250 —
607,750 ‘A’ ordinary shares of £1 each 607,750 —
21,958,205 ordinary shares of 5p each — 1,097,910
Non-equity

3,350,000 5% cumulative redeemable preference shares of £1 each 3,350,000 —

4,200,000 1,097,910

Ordinary shares and ‘A’ ordinary shares

A fixed non-cumulative dividend of 8.5 per cent. (net of ACT) was payable per annum: on the
nominal value of the ordinary and ‘A’ ordinary shares, together with a performance related
participating dividend which was based on a formula detailed in the Articles of Association.

Cumulative redeemable preference shares

A dividend of 5 per cent. (net of ACT) was payable per annum up to 31 December 1993. This
increased to 10 per cent. per annum thereafter.

Subject to the provisions of the Companies Act 1985 and certain other events and conditions
detailed in the Articles of Association, the preference shares were redeemable at par in four equal
annual instalments commencing on 1 January 1997.

Changes in share capital

On 1 March 1993, 17,347 options over the ordinary shares of £1 each of the Company were
granted to Phipps & Company Limited, normally exercisable between the third and fifth
anniversaries of the date of grant at a subscription price of 100p.

On 16 February 1994 the authorised share capital of the Company was increased to £4,217,347
by the creation of 17,347 ordinary shares of £1 each.

On 8 June 1994, the number of ordinary shares of £1 each over which Phipps & Company
Limited had an option was adjusted to 14,982 and this option was exercised.
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Following admission to listing on the London Stock Exchange on 24 June 1994, the capital of

the Company was reorganised as follows:

(a)
{b)

(c)

(d)

(e)

3,350,000 preference shares of £1 each were redeemed for cash at, par;

607,750 ‘A’ ordinary shares of £1 each were converted and redesignated as:

(i) 491,841 ordinary shares of £1 each, and

(i) 115,909 deferred shares of £1 each, which were redeemed for a total aggregate price of 1p;

following the conversion referred to in (b) above, 749,073 existing issued ordinary shares of £1
each were sub-divided into 14,981,460 ordinary shares of 5p each, and the remaining 2,365
authorised but unissued ordinary shares of £1 each were sub-divided into 47,300 ordinary
shares of 5p each; and

the authorised share capital attributable to the 3,350,000 preference shares of £1 each and the
115,909 deferred shares of £1 each redeemed pursuant to paragraphs (a} and (b) above were
reclassified into 69,318,180 ordinary shares of 5p each and the authorizsed share capital of the
Company was decreased to £1,463,880 by the cancellation of 55,069,340 authorised but
unissued ordinary shares;

upon admission to listing on the London Stock Exchange, a further 6,976,745 ordinary shares of
Sp each were issued for a total consideration of £6 million.

21. Equity prior to management buy-out

1992 1993

£000 £000
Balance as at 1 January 8,819 12,634
Profit for period 740 77
Exchange rate differences 421 (10)
Cash receipt/(payment) on head office account 2,708 (756)
Transfer of debtors (54) —
Net assets not acquired in the management buy-out — (2,017
Transfer resulting from the management buy-out — (9,928)
Balance as at 31 December 12,634

22,

— P—

Share options
Under the terms of the Universal Ceramic Materials PLC Savings Related Share Option

Scheme, employees (including directors) of the Group held the following options to purchase
ordinary shares of the Company within six months of the exercise date.

Options at Options at
31 December 31 Decemnber Option
Contract 1994 1993 price Exercise date
1 250,823 — 90p 6 February 2000

The options were granted on 2 December 1994,
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23. Capital and reserves

Capital Profit
Share Share redemption  Capital  and loss
capital premium reserve reserve  account Total
£000 £000 £000 £000 £000 £000
At 1 January 1994 4,200 — —_ 3,050 942 8,192
Conversion of ‘A’ ordinary (608) — — —_ — (608)
shares to ordinary shares 492 — 116 — — 608
Exercise of options 15 —_ — — — 15
Issue of new shares 349 5,651 — — — 6,000
Repayment of preference
shares (3,350) — — — — (3,350)
Profit retained — — — — 556 555
Exchange movement — — — — 93) (93)
Flotation costs — (590) — — — (590)
Transfer between capital
regerve and profit and loss
account reserve —_ — —_ (1,305) 1,305 _—
At 31 December 1994 1,098 5,061 116 1,745 2,709 10,729

—— e ————— ———— | ———— e e

e ———— B S e e

Transfers between capital and revenue reserves have been made to reflect reserves realised
during the year.

24. Commitments
(i) Capital commitments at the end of the financial year for which no provision has been made are

as follows:
1992 1993 1994
£000 £000 £°000
Contracted 28 114 79
Authorised but not contracted 20 32 135

(ii) Annual commitments under non-canceilable operating leases are as follows:

1992 1993 1994
Land
Land and Land and and
buildings Other buildings Other buildings Other
£000 £000 £000 £000 £000 £000
Operating leases which
expire:
Within one year — 35 — 27 — 18
In second te fifth years
inclugive — 29 — 37 — 59

w
I
w
I
w
I

Qver five years

64 3 64 3 77

25. Contingent liabilities

The Group has contingent liabilities in respect of guarantees given in the ordinary course of
business as at 31 December 1394 of £70,000 (1993: £70,000, 1992: £nil).
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26. Pension scheme

The Group operates three pension schemes, one in the United Kingdom and two in the United
States of America.

The most recent actuarial valuation showed that the market value of the scheme’s assets was
£5,248,000 and that the actuarial value of those assets represented 136 per cent. of the benefits that
had accrued to members, after allowing for expected future increases in earnings.

The United Kingdom pension charge for the year ended 31 December 1994 was £131,600
(1993: £81,000, 1992: £38 000) and the amounts of the related provision and contribution creditor at
31 December 1994 were £157,000 and £57,622 (1993: £59,000 and £22,000) respectively. The
surplus is being amortised over 12 years, the estimated average remaining service lives of
employees.

Pension charges in the United States of America subsidiary undertakings, as recommended by
the qualified actuary, for the year ended 31 December 1994 were £110,000 (1993: £97,000, 1999:
£52,000).

The pension costs for the years ended 31 December 1992, 1993 and 1994 are not necessarily
comparable as, prior to 29 January 1993, the employees were members of other schemes operated by
former group undertakings.

27. Reconciliation of operating profit to net cash inflow from operating activities

1992 1993 1994
£000 £000 £000
Operating profit 827 2,053 2,385
Depreciation charge 450 476 505
Loss/(profit) on sale of tangible fixed assets 5 1 (1
Movement in provisions for liabilities and charges — 59 98
Decrease/(increase) in stocks 780 174 {475)
Increase in debtors a7n (18%) {1,334)
Increase/(decrease) in creditors 611 (85) 339
Net cash inflow from operating activities 2,496 2,489 1,517
28. Analysis of changes in cash and cash equivalents
Cash  Overdraft Net
£000 £000 £000
Balance at 1 January 1992 103 (2,572) {2,469)
Net cash inflow before adjustments for foreign exchange
rate changes 639 2,572 3,211
Effect of foreign exchange rate changes 17 — 17
Balance at 1 January 1993 759 — 759
Net cash outflow before adjustments for foreign exchange
rate changes (626) (408) (1,034)
Effect of foreign exchange rate changes 3 (6) (3)
Balance at 1 January 1994 136 {414) (278)
Net cash inflow before adjustments for foreign exchange
rate changes 509 404 913
Effect of foreign exchange rate changes 2 10 12
Balance at 31 December 1994 647 — 647
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29. Analysis of changes in financing during the year

Loans from
Share Capital former
Share  premium redemption group Bank Other
capital account reserve undertakings loan loan Total
£000 £'000 £000 £000 £'000 £000 £000
Balance at 1 January 1992 — — — 1,350 — 45 1,395
Cash inflow/(outflow) from
financing — — — 272 — (48} 224
Effect of foreign exchange
rate changes — — — 97 —_ 3 100
Balance at 1 January 1993 — — — 1,719 — — 1,719
Cash inflow from financing 4,200 — —_ — 4,000 — 8,200
Liabilities not acquired in
the management buy-out — — — (1,719) — — 1,719
Repayment of loan — — — — (190) — (120)
Effect of foreign exchange
rate changes — — — — 18 — 18
Balance at 1 January 1994 4,200 — — — 3,828 — 8,028
Repayment of preference
shares (3,350} — — — — — (3,350}
Issue of share capital 364 5,651 — — — — 6,015
Flotation costs — (590) — — — _ (590) |
Conversion of ‘A’ ordinary |
shares (1186) — 116 — — — —
Repayment of loan — — — — (237) — (237)
Effect of foreign exchange
rate changes — — —_ —_ (60) — (50)
Balance at 31 December
1994 1,008 5,061 116 — 3,541 — 9,816

N S ———————1

— —— —m——
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PARTV
GENERAL INFORMATION

1. Responsibility

The Directors, whose names appear on page 5 of this document, accept responsibility for the
information contained in this document, To the best of the knowledge and belief of the Directors
{who have taken all reasonable care to ensure that such is the case} the information contained in
this document is in accordance with the facts and does not omit anything likely to affect the import
of such information.

2. Incorporation

The Company, whose registered office and principal place of business is Doxey Road, Stafford
ST16 1DZ was incorporated and registered in England and Wales on 5 June 1992 as a private
company limited by shares under the Companies Acts 1985 to 1989 with the name Offshelf 171
Limited (with registered number 2720770). On 16 October 1992 the name of the Company was
changed to Universal Ceramic Materials Limited. The Company was re-registered as a public
limited company on 8 June 1994 with the name Universal Ceramic Materials PLC. The principal
legislation under which the Company operates is the Act.

The main activity of the Group is the manufacture and distribution of ceramic materials,
The business address of the Directors is the registered office address of the Company.

Melvyn Fookes ACA is the secretary of the Company.

3. Share capital

(a) The following is a summary of the changes in the amounts of the Company’s authorised and/or
issued share capital during the three years preceding the date of this document:

(i) by special resolution passed on 16 February 1994 the authorised share capital of the
Company was increased to £4,217,347 by the creation of 17,347 ordinary shares of £1 each;

(ii) on 8 June 1994, Phipps & Company Limited exercised an option over 14,982 Ordinary
Shares;

(iii)on 22 June 1994 the 3,350,000 Preference Shares were redeemed for cash at par and
607,750 ‘A’ ordinary shares of £1 each were reconverted and redesignated as 491,841
ordinary shares of £1 each and the remaining 115,909 ‘A’ ordinary shares of £1 each were
converted and redesignated as deferred shares of £1 each, such deferred shares being
redeemed for an aggregate of 1p;

(iv} following the conversion referred to in paragraph 3(a)(iii) above the 749,073 issued ordinary
shares of £1 each and the 2,365 authorised but unissued ordinary shares of £1 were sub-
divided into Ordinary Shares;

(v) following the redemption of the Preference Shares referred to in paragraph 3(a)(iii) above,
the authorised share capital of the Company attributable to the Preference Shares and the
115,909 deferred shares of £1 each were redeemed and reclassified into 69,318,180 Ordinary
Shares; and

(vi) immediately following the reclassification referred to in paragraph 3(a)(v) above, the
authorised share capital of the Company was decreased to £1,463,880 by the cancellation of
55,069,340 authorised but unissued Ordinary Shares;

(vii} by ordinary resolution passed on 9 May 1995 the Directors were generally and
unconditionally authorised to exercise all the powers of the Company to allot relevant
securities (within the meaning of Section 80 of the Act) up to an aggregate nominal amount
of £305,987.00 provided that this authority would expire on whichever was the earlier of
fifteen months from the date of the passing of the resolution or the conclusion of the next
Annual General Meeting of the Company after the passing of the resolution save that the
Company may make an offer or agreement which would or might require relevant securities
to be allotted after such expiry.

(viii) by special resolution passed on 9 May 1995 the Directors were empowered pursuant to
Section 95 of the Act to allot equity securities (as defined in the Act) for cash pursuant to the
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(b)

(e)

(d}

(e)

authority conferred by the ordinary resolution referred to in paragraph 3(a)(vii) above as if
sub-section (1) of Section 89 of the Act did not apply to any such allotment provided that the
power was limited to:

(aa) the allotment of equity securities in connection with a rights issue in favour of ordinary
shareholders where the equity securities respectively attributable to the interest of all
ordinary shareholders are proportionate (as nearly as may be after giving effect to such
arrangements as the Directors may deem necessary or expedient in order to deal with
fractional entitlements or the effects of securities laws or regulations applicable in any
country) to the respective number of ordinary shares held by them; and

(bb)to the allotment (otherwise than pursuant to sub-paragraph (aa) above) of equity
securities up to an aggregate nominal amount of £54,895.00 representing 5 per cent. of
the then current issued share capital and shall expire on whichever is the earlier of
fifteen months from the date of the resolution or the conclusion of the next Annual
General Meeting of the Company after the passing of the resolution save that the
Company may before such expiry make an offer or agreement which would or might
require equity securities to be allotted after such expiry.

The authorised and issued and fully paid share capital of the Company at the date of this
document and as it will be following the allotment and issue of the New Shares is as follows:

Following the Placing and

Present Open Offer
Number £ Number £
Authorised 29,277,600 1,463,880 35,000,000 1,750,000
Issued and fully paid 21,958,205 1,097,910 25,950,605 1,297,530

Following the Placing and Open Offer (and after allowing for shares reserved for allotment upon
the exercise of options granted under the Share Option Schemes) 8,726,542 Ordinary Shares
will remain authorised but unissued, representing 33.63 per cent. of the enlarged issued share
capital of the Company.

The New Shares to be issued pursuant to the Placing and Open Offer will be issued at a
premium of 90p per New Share over the nominal value.

The middle market quotation per Ordinary Share for the first dealing day in each of the six
months prior to the date of this document, as derived from the London Stock Exchange Daily
Official List and the middle market quotation per Ordinary Share on the last dealing day prior
to the announcement of the Placing and Open Offer (being the last practicable date prior to the
publication of this document) were as follows:

2 QOctober 1995 108p
1 November 1995 101p
1 December 1995 101p
2 January 1996 101p
1 February 1926 100p
1 March 1996 104p
21 March 1996 104p

The following options to subscribe for Ordinary Shares were outstanding on 20 March 1996,
being the last practicable date prior to the publication of this document:

Date of Option

Number of Ordinary Shares grant price Exercise period
SAYE: 250,853 2 December 1994 90p 2 December 1999 — 1 June 2000
Executive: 72,000 11 May 1995 89p 11 May 1998 — 10 May 2005

Save as disclosed above, no share capital of the Company or any of its subsidiaries is under
option or has been agreed, conditionally or unconditionally, to be put under option.
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{f) All of the current issued share capital and that for which listing is being sought is or is intended
to be listed on the Official List.

(g) The shares are in registered form.

4. Share Option Schemes
(@) Introduction

On 22 June 1994 the Company adopted the Share Option Schemes. The Savings Scheme was
approved by the Inland Revenue on 28 October 1994 and the Executive Scheme was approved by the
Inland Revenue on 24 March 1995,

The Board may make certain minor amendments to the Share Option Schemes (for example, to
benefit the administration of the Share Option Schemes or to obtain or maintain favourable
taxation, exchange control or regulatory treatment of the Company, any subsidiary or qualifying
employee) but no other alterations can be made to the benefit of current or future participants in the
Share Option Schemes without the prior sanction of the Company in general meeting.

If any amendments, whether minor or not, are made to the Share Option Schemes at a time
when they are approved by the Inland Revenue under Schedule 9, they will not have effect unti] the
Inland Revenue has confirmed its approval of the amendments.

Ordinary Shares issued by the Company in satisfaction of the exercise of options will rank pari
passu in all respects with other Ordinary Shares then in issue except for dividends and other
distributions arising by reference to a date prior to the date of exercise. Application will be made to
the London Stock Exchange for the listing of any Ordinary Shares so igsued.

The Share Option Schemes are administered under the direction of the Board or, where
appropriate, the Remuneration Committee of the Board (“the Remuneration Committee”), the
majority of whose members are non-executive directors and which is chaired by a non-executive
director,

(b) Scope of the Share Option Schemes

The maximum number of Ordinary Shares in respect of which options may be granted under
the Share Option Schemes or any other employee share scheme established by the Company over a
ten year period (but excluding lapsed or cancelled options) cannot exceed in aggregate ten per cent.

(c} The Executive Scheme
(i) Participation and price payable on exercise of options

Under the Executive Scheme, the Remuneration Committee of the Board may, at its
discretion, grant options to acquire Ordinary Shares to any full-time director or employee of
the Group other than one who is within two years of his normal retirement date. No

preceding the day on which an invitation to apply for the option is issued or the option is
otherwise granted (normally being the middle market quotation of an Ordinary Share on
the dealing day last preceding that day as derived from the Official List for such day) or the
nominal value of an Ordinary Share (if greater).

(ii) Rights and restrictions on grant

Options may normally be granted only within six weeks of the announcement of the
Company’s interim or final results, unless the Remuneration Committee consider
circumstances to be sufficiently exceptional to justify the granting of options at another
time. No option may be granted more than ten years after the approval of the Executive
Scheme under Schedule 9. Options are not transferable.

The number of Ordinary Shares over which options may be granted under the Executive
Scheme over a period of ten years may not, when aggregated with Ordinary Shares issued or
issuable under any other employee share scheme (other than the Savings Scheme) in
respect of rights granted following the approval of the Executive Scheme by the Inland
Revenue under Schedule 9 in that same ten year period, exceed five per cent. of the issued
ordinary share capital of the Company at the time of the grant.
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In addition, in any three year period following the approval of the Executive Scheme by the
Inland Revenue under Schedule 9 there is a further limitation restricting the aggregate
number of Ordinary Shares over which options can be granted under the Executive Scheme
and any other employee share scheme to three per cent. of the issued ordinary share capital
of the Company at the time of the grant.

Each individual’s participation will be limited so that the aggregate exercise price of all
options granted to him in a ten year period under the Executive Scheme will not exceed the
greater of four times the individual’s relevant emoluments (as defined in the rules of the
Executive Scheme) and £100,000 at the date of grant.

(iii) Rights and restrictions on exercise

Options will remain exercisable for a maximum period of ten years from the date of grant,
subject generally to the option holder remaining a full-time director or employee of the
Group.

The exercise of options granted under the Executive Scheme will normally be subject to the
achievement of a condition imposed by the Remuneration Committee requiring a significant
and sustained improvement in the underlying performance of the Group {“the Exercise
Condition™). The Exercise Condition currently specified by the Remuneration Committee
requires that options may only be exercised if during a period of three consecutive financial
years, the first of which shall be no earlier than the financial year during which any
particular option is granted, the growth in headline earnings per share of the Company for
that period is at least six per cent. higher than the percentage increase in the Retail Prices
Index for the same period. Once the Exercise Condition has been satisfied in respect of an
option it can be exercised at any time thereafter in accordance with the rules of the
Executive Scheme.

The growth in headline earnings per share shall be calculated in accordance with Statement
of Standard Accounting Practice No. 3, where headline earnings are as defined in the
Statement of Investment Practice No. 1issued by the Institute of Investment Management
and Research.

In normal circumstances an option holder will only be able to exercise an option after the
third anniversary of the date of grant but the option may be exercised earlier in certain
circumstances including on the death of an option holder, on the cessation of employment
with the Group for certain specified reasons, on a take-over or on the voluntary winding-up
of the Company. In these circumstances the exercise of the option will not be subject to the

fulfilment of the Exercise Condition.

(iv) Changes in control

In the event of a take-over or reconstruction of the Company, an option holder may, within
certain specified time limits, exchange his options for options over shares in the acquiring
company or its ultimate holding company.

(d) The Savings Scheme
(i) Participation and price payable on exercise of options

Under the Savings Scheme the Remuneration Committee may make offers of options to
acquire Ordinary Shares in the Company to any full-time director or employee of the Group
who at the time when the offer is made has generally been continuously employed by the
Group for not less than six months. The price payable on the exercise of an option must not
be less than 80 per cent. (or such lower percentage as may from time to time be permitted by
the Income and Corporation Taxes Act 1988) of the market value of an Ordinary Share on
the day immediately preceding the day on which an invitation to apply for the option is
issued (normally being the middle market quotation of an Ordinary Share on the dealing
day last preceding that day as derived from the Official List for such day) or the nominal
vahie of an Ordinary Share (if greater).

(i) Rights and restrictions on grant

A qualifying employee who wishes to participate must enter into an approved save-as-you-
earn contract with a bank or building society to save a regular monthly amount (selected by
the employee but subject to a minimum of £10 and (currently) a maximum of £250) by
deduction from his wages or salary. The savings period will be five years although the rules
of the Savings Scheme allow the Company to offer the employee the opportunity to elect at
the outset to exercise his option on either the fifth or the seventh anniversary of the starting
date of the relevant save-as-you-earn contract or within the period of six months thereafter.
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LONDON STOCK EXCHANGE), 1S IMPORTANT AND REQUIRES YGUR IMMEDIATE ATTENTION. IT'18 NOT A NEGOTIABLE DOCUMENT OR A DOCUMENT GF TITLE AND CANNOT BE TRADED.

11 you are: in any doubt abomt the action you should take, you are eecommended immediately to seek your own personal financial advice from your stockbrokez, bank manager, soliciter, accountant or other ind professional adviser authorised under the Financial Services Act
1936. If you have sold or otherwise transferred all or part of your Ordinary Shares in Universal Ceramic Materials PLG (LM prior to 22 March 1996 please forward this Application Form 2t once to the steckbroker, bank of other agent through or to whom the sale or Iransfer was
effected for delivery to the purchaser of transferce, since the benefits arising under the Open Offer may in such event be claimed from you by e purchaser or transferee under the rules of the London Stock Exchange in which case this Applcation Form will e 5plit of transferred as
appropriate.

Infeemation relating to UCM and full details of the Open Offer o which (s form relates ar¢ contained in the circular to shareholders of CM dated 22 March 1996 (“tbe Docyment™) panying this Application Form. You are strongly advised net to complete and lodge this
Applicalion Form until you have read the Document. Terms defined in the Document shall have the same meaning when used herein and the terms and conditions of the Open Offer as set out in the Document also apply to this Applicstion Form.

The New Shares will rank pari passi with the Ordinary Shares in issue &t the date hereof save that they will not rank for e final dividend of 3.0p (net) per share whiich the Dircciors have declared inthe of the preliminary results in respeet of the year ended 31 December
1995. The attenticr: of overseas sharéholders is drawn to the. ion and warranty iy paragraph 7 below and the restrictions on application by such sharchokders £2¢ out in the Document and this Application Form.

ACTION TO BE TAKEN. If you wish to apply for your entitlement in full, sign below, date and reiurn this Application Form together with a sterling cheque or banker’s draft for the yom set ot in Box C. 1f you wish to apply for less than your maximum entiffement,
you must complete Boxes D and E and then sign below, date end retorn this Application Form together with 2 sicrling cheque or banker's draft for the sum inserted by you in Box E- If you do not wish to apply for any New Shares, you should iake no further action.

APPLICATION FORM
UNIVERSAL CERAMIC MATERIALS PLC
{Registered in England No, 2720770)

Open Offer by Beeson Gregory Limited (“Beeson Gregory™), on behalf of UCM, of 3,992,400 New Ordinary Shares of 5p
each (“New Shares”) at 95p per New Share payable in full on application not later than 3 p.m. on 16 April, 1996,

To: ‘ Application Form No:

TO BE COMPLETED BY THE APPLICANT

Bex D Box E
*Number of New Amount enclosed at
Shares for which 95p per New Share

application is made applied for

£

*Application may be made for any number of New Shares up o and
including your maximum ensitiement set out in Box B. Any
application which exceeds the amount set out in Box B will be
disregarded to the extent of the excess.

Box B Box C
Maximpm entitlement Amount payable at 95p per New Share if you
to New Shares apply for the maximum entitlement set out in
Box B

To the Directors of UCM and of Beeson Gregory 22 March 1996

Gentlemen,

1. 1/We, being the registered holder(s) at the close of business on 14 March 1996 of the rumber of Crdinary Shares set out in Box A (or the beneficial owner(s) of any of those Ordinary Shares by virtue of a bona fide market
claim) hereby apply for the number of New Shates inserted in Box D above or, if none is inserted, the number stated in Box B above and agree 1o accept the same on the terms and subject to the conditions set our herein and in the
Document and subject to the Memorandum and Articles of Association of UCM,

2. I/'We enclose a sterling cheque or banker's draft crossed “Ade Payee only” and payable 10 “Harford Registrars—A/ UCM PLC™ for the amount inserted in Box E above, being the amount payable in full en application for the
number of New Shares shown in Box D abave or, if Box D and Box E are left blank, for the sum payable in fusll on application as shown in Box C above.

3. Inconsideration of your ageceing to deal with this application, upon and subject to the terms and conditions set out herein and in the Docurnent, for the number of New Shares stated above, [fwe undertake that this application
shall be irrevocable and agree that this paragraph shall constitute a ¢ontract between mefus and UCM which shall become binding upon receipt by Harford Registrars of this Application Rorm and the accompanying payment and which
shall be governed by English law. 'We acknowledge that you reserve the right to treat any application not complying strictly with the terms asd conditions of application as nevertheless valid and, in the case of my/our failure to camplete
Box I (or if the number inserted in Box D is jzconsistent with the remittance which accompanics this Application Form or exceeds the maximum entitlement set out in Box B}, V/we agree that Ifwe shall be deemed 1o have applied for the
fewer of (i) the number of New Shares set out in Box B and {ii) such oumber of New Shares at 95p per New Share as are covered by the remittance which accompanies this Application Form.

4. 1iWe request and authorise UCM or its agent to send me/us a definitive cetificate in respect of the New Shares for which this application is accepted by post at my/our risk either to the address above or, if the name and address
of myfour sgent is inserted in Box F below, to my/our ageat 2t such address, and authorise you to take all steps to procure my/our name(s) to be placed on the register of members of UCM in respect thereof. /'We acknowledge that
pending despatch of definitive certificates, transfers will be certified against the register of members of UCM,

5. L/We authorise TCM or its agent 10 present the eaclosed cheque or banker’s draft on receipt and to withhold definitive share certificates pending clearance thercof. In the event that any of the conditions of the Open Offer are.
not fulfilled by 18 April 1996 Liwe authorise you or your agent to return such application monies, without interest, to mefus by post at myfour risk either 1o the address above of, if the name and address of my/our agent is inscrted in Box F
below, to my/our agent a1 such address, within 14 days thereafier.

6. I/We acknowledge that due completion of this Application Fotm accompanied by a cheque or banker’s draft constitutes a warranty that the cheque or banker's draft will be honoured on first presentation and that such warranty
shali constitute a term of this application.

7. UWe represeat and warrant that [fwe am/are not applying on behalf of any person who is in the United States of America or Canada or in their territories or possessions, and am/fare not applying with a view to re-offering,
selling, transferring or delivering any of the New Shares which are the subject of this application to or for the benefit of such a person and am/are not (2} person(s) otherwise prevented by legal or segulatory restrictions from applying for
shares under the Open Offer.

8. LWe represent and warrant that, so far as Liwe amfare aware, Ii'we am/are not applying on behalf of a person engaged in money laundering, 'We acknowledge that the verification of identity requirements of the Money
Laundering Regulations 1993 will apply and verification of the identity of the applicant(s) may be required, FAILURE T¢ PROVIDE THE REQUISITE EVIDENCE MAY RESULT IN MY/QUR APPLICATIONS BEING TREATED
AS INVALID. V'WE ACKNOWLEDGE THAT YOU RESERVE THE RIGHT TO REFUSE ANY APPLICATION WHICH MAY INFRINGE OR APPEAR TO INFRINGE THE MONEY LAUNDERING REGULATIONS 1993,

Dated Box F
Name and address of person(s) lodging this Application Form (if other than
the person named above) and/or to whom the definitive share certificate and,
PLEASE First or Sole Holder i applicable, a cheque for any remermed application monies should be sent.
SIGN HERE Usual 8i e
Joint Holders (if any)
ALL (2) Usual Sigoature
JOINT
HOLDERS
MUST SIGN (%) Usuyl Sig:
(4) Usual Signature
Notes:

1. This form should be completed and retuened by post to Harford Registrars, Harford House, 101-103 Great Portland Strest, London WIN 6BIH, together with a reenittance in tespect of the number of New Shares applied for, so
as (o arrive not later than 3.00 p.m. on 16 April 1996. If you past this document please allow two days for delivery.

2. Application may be made for any number of New Shares up to and including the qumber set out in Box B,

3. Cheques or banker's drafts should be made payable 10 “Harford Registrars —A/c UCM pl¢” and crossed “Adc Payee only”. Cheques and banker's drafis must be drawn in sterling on a bank and be payable in the United
Kingdom. Applications will not be acknowledged and no receipt will be given in respect of this Application Form,

4. A corporation should execute this form under its commeon seal or sigt under the hand of a duly authorised official who should state his capacity. In the case of joiat holders, alt must sign.

5. If this Application Form is signed under a power of attorney & duly certified copy thereof must accompany this form.

6. All documents of remittances sent by of to an applicant, of as he or she may direct, witl be seat through the post as his or her risk.

7.

This Application Form may be transferred or split, but only to satisfy bona fide market claims and may also be consolidated. Instructions for transfer, splitting and eonsolidation are set out on the reverse of this Application
Form.

8. No person receiving a copy of the Document and/or this Application Form in any tertitory other than the United Kingdom may freat the same as cotstituling 2n invitation ar nffar tn him ar har nar chatd ha e cha o ace oo o

ks ———a

nea ciirh farm unl



INSTRUCTIONS FOR TRANSFER, SPLITTING AND CO;}E‘;OLIDATION

This Application Form may be transferred or split, but only to satisfy  bona fide market claim. If you have recently scld or transferred all or part of your Ordinary Shares
shown in Box A overleaf, please forward this Application Form together with the Document at once to the stockbroker, bank or other agent who effected the sale or transfer
on your behalf. You may then be required to complete the Declaration in Box H below. Box G must be completed by the person(s) to whom any relevant QOrdinary Shares
have been sold or transferred if he or she wishes to apply on this Application Form for New Shares.

Split Application Forms may be obtained on surrender of this Application Form to Harford Registrars with Box H duly completed. The number of New Shares to be applied
for under each split Application Form must be stated and the aggregate must equal the number shown in Box B. Box H on each Application Form will be marked
“Declaration of sale duly made”, The latest time for splitting is shown in Box 1 below.

The right to apply for New Shares represented by several Application Forms may be claimed by the person to whom: Ordinary Shares have been sold or transferred as
described above if Box G is comgleted on one Application Form (the “Principal Application Form”) and all the Application Forms are Iodged in one batch, together with a
remittance for the total number of New Shares applied for. Details of each Application Form (including the Principal Application Form) should be listed in ascending serial
number order in the consolidation lsting form on the Principal Application Form and the serial number of the Principal Application Form shoultd be entered in the space
provided on each of the other Application Forms,

Int the event of Boxes G and H being completed, Box J must be completed by the selling agent and Box K must be completed by the buying broket ot other agent.

Box G CONSOLIDATION
NOT FOR USE BY THE PERSON NAMED OVERLEAF LISTING FORM
Serial Number of N
1F ANY OF THE ORDINARY $HARES SET OUT IN BOX A OVERLEAF HAVE BEEN SOLD AND THE PURCHASER IS g s
ENTITLED TO BENEFITS ARISING UNDER THE OPEN OFFER THIS BOX SHOULD BE COMPLETED BY THE PURCHASER
OF SUCH ORDINARY SHARES AND CONSITUTES AN APPLICATION ON THE TERMS SET QUT HEREIN AND IN THE
DOCUMENT. '
I/WE DECLARE THAN THIS APPLICATION IS MADE BY ME/US AS THE RESULT OF A BONA FIDE MARKET CLAIM
AND I/WE {A) APPLY FOR THE NUMBER OF NEW SHARES STATED OR DEEMED TO BE STATED IN BOX D OVERLEAF
ON THE TERMS AND CONDITIONS SET OUT HEREIN AND IN THE DOCUMENT AND SUBJECT TQ THE MEMCORANDUM
AND ARTICLES OF ASSOCIATION OF UCM (B} AUTHORISE UCM TO PLACE MY/CUR NAME(S) ON THE REGISTER OF
MEMBERS OF UCM IN RESPECT OF SUCH NEW SHARES AND (C) REPRESENT AND WARRANT IN THE TERMS OF
PARAGRAPHS 7 AND 8 OVERLEAF.
1. Forename(s) (il fll) .ot st et st st e
(State Mr., Mrs., Miss or Title) }
SUTTIATIIE wvvoveesmossomeesesssesessessratecs-ssassasessavess esberErssEE PR S48 28RS one b AR AR AT AL SRR RS SARREAR AR 0 R
Address.
Signature
2. Forename(s) (in full)
(State Mr., Mrs., Miss or Title)
Sumame . et teetsearara simesseesetsbesebssemeeasetPEAARRIIRE RS Simst AR A AAd semes e e e AT PRI LAY AR s SR AR sy
3. Forename(s) (in Ol ..o b e
(State Mr., Mrs., Miss or Title}
SULITHAIIIE +vrvenvssoeeemseeeemmecassssause ebe mres semsssaseasesees aecere 1 E44ARE S4TSR OmSS EmaE L TR E L LT T R 15 Rt £ LSRR Ton et e
AUAATESS . oo emveeeessee s eecstsessuarss ssavasns samssssesesess sememstebbib R AR RS ITE TS S EmbaEE AL demeE e bR RR YT P AR e SR AT
................................................ Post
ost Code Total number
Total number
SAZTALIITR ... cee1ser 0t 88 S8 SRR 80 BRI T TDALE covovsceessssersemsencenees of Application of New Shares
Forms
4. FOrename(S) (A1 FUIL) .ccommusrerssrommseresssessssinemscesssass s irnas s ers s coesss e ams s e R 7 LR At s
{State Mr., Mrs., Miss or Title}
Sumame
AGQAIEES. . -.evverseeememoe eas easensbesaress cesarssasessereseect s £E4ASE 1A EPES TR R st SRR SR 1AL 1L T AR R LR s s Serlal number of
Principal Application Form
Post Code vvemeericairinnnneas
Signature AR L AR R Date c.ocovieenrrimemnsesssssasarians
Box H Box I
/We hereby declare th i By post o
¢_= hereby declare at. I/we have sold all or part of the holding of Harford Registrars
Ordinary Shares set out in Box A. Harford House
’ 101-103 Great Portland Street
T E L] SRR R London WIN 6BH
SLRNACULE (2Xeuvsvrresiraresmeesmsemeessesssssesismassssrarssisees Latest time and date for
splitting (bona fide
STBIBINIE (B).crrverrees s e s s oo market olaims Only) e 3 pm.on L2 April, 1996
Latest time and date for
SIGNAILTE (4. R ApPHCAtION ..o i 3 p.m. on 16 April, 1996
Despatch of Cortificates BY ..o..rmismmassmmissrsseasssesaneees 25 April, 1996
BoxJ Box K
Stamp of selling broker or other agent Stamp of buying broker or other agent




At the end of the savings period the employee will be entitled to a tax free bonus payment as
appropriate from the bank or building society (currently equal to the value of nine or
eighteen months’ payments). The total number of Ordinary Shares to which the employee
will be entitled under his option will be such number as can be acquired at the option
exercise price out of the aggregate of the total amount saved and, normally, the bonus
payment.

Options may normally be granted only within six weeks of the announcement of the
Company’s interim or final results, unless the Remuneration Committee consider
circumstances to be sufficiently exceptional to Justify the granting of options at another
time. No option may be granted more than ten years after the approval of the Savings
Scheme under Schedule 9. Options are not transferable,

In addition, in any three year period following the approval of the Savings Scheme by the
Inland Revenue under Schedule 9 there is a further limitation restricting the aggregate

that year and the preceding four years is increased to five per cent. of the issued ordinary
share capital of the Company at the date of the grant.

(iii) Rights and restrictions on exercise

(iv) Changes in control

In the event of a take-over or reconstruction of the Company an option holder may, within
certain specified time limits, exchange his options for options over shares in the acquiring
company or its ultimate holding company.

5. Memorandum and Articles of Association
(1) Memorandum of Association

The Memorandum of Association of the Company provides that its principal objects are to
carry on business as a general commercial company and as a holding company. The objects of the
Company are set out in full in clause 4 of the Company’s Memorandum of Association, which is
available for inspection at the address specified in paragraph 16 helow,

(2) Articles of Association

The Articles of Association of the Company contain, inter alia, provisions to the following
effect:

(@) Rights attaching to shares
(1) Voting rights of members
Subject to disenfranchisement at the direction of the board of directors of the Company or
all the directors present at a meeting at which a quorum is present (“the Board”) in the
event of (1) non payment of any call or other sum due and payable in respect of any share, or
(2) non compliance with any statutory notice requiring disclosure of the beneficial
ownership of any shares and, subject to any special terms as to voting for the time being
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(ii) Restrictions on shares

If any member or any person appearing to be interested in shares in the Company has been
duly served with a notice pursuant to section 212 of the Act and, in the opinion of the Board,
is in default in supplying to the Company information thereby required within the
Prescribed Period (as defined below) after the service of such notice (“the First Notice”) in
respect of the ghares in relation to which the default occurred (“the Default Shares”) then
the Board may in its absolute discretion direct that such member shall not be entitled to be
present or vote at any general meeting or class meeting of the Company.

Where the Default Shares represent one quarter of one per cent. or more of the issued
amount of the class of shares concerned: (i) any dividend or other money which would
otherwise be payable on the Default Shares may be retained by the Company without any
liability to pay interest thereon when such money is finally paid to the member and where
an offer of the right to elect or receive shares instead of cash in respect of any dividend is or
has been made, any election made thereunder by such member in respect of the Default
Shares shall not be effective; and/or (ii) no transfer of any Default Shares need be registered
unless the member is not himselfin default in supplying the information requested and the
transfer is part only of the member’s holding and when presented for registration is
accompanied by a certificate by the member in a form satisfactory to the Board to the effect
that, after due and careful enquiry, the member is satisfied that no person in default as
regards supplying such information is interested in any of the shares which are the subject
of the transfer unless the transfer is an approved transfer.

The Company shall send to each member to whom the First Notice was sent a written
notification (“the Sanction Notice”) of all restrictions imposed by the Board pursuant to the
provisions summarised above. The Company shall also send to each other person appearing
to be interested in the Default Shares which are the subject of any Sanction Notice a copy of
the notice, but the failure or omission by the Company to do so or the non-receipt by any
gsuch person of the copy shall not invalidate the notice.

The Preseribed Period in respect of any particular member is 14 days from the date of
service of the First Notice.
(ii) Dividends

Subject to any special rights as to dividend attached to any shares, the holders of shares are
entitled pari passu amongst themselves, but in proportion to the respective amounts paid
up on the shares held by them during any portion or portions of the period in respect of
which the dividend is paid, to share in the whole of the profits of the Company declared and
paid out as dividends. The Company may by an ordinary resolution declare dividends not

exceeding the amount recommended by the Board. The directors may pay interim
dividends.

The Board may, if authorised by ordinary resolution of the Company, offer ghareholders in
respect of any dividend, the right to elect to receive shares by way of scrip dividend instead
of cash.

Any dividends unclaimed for a period of 12 years after having been declared shall be
forfeited and cease to remain owing by the Company. The Company shall be entitled to
cease sending dividend warrants or cheques by post to any member if any such warrants or
cheques have been returned undelivered or left uncashed on two consecutive occasions or,
following one such occasion, if reasonable enquiries have failed to establish any new address
of such member.

(b) Transfer of shares

The shares of the Company are in registered form and may be transferred by an instrument of
transfer in writing in any usual form or in any other form acceptable to the directors. The directors
may, in their absolute discretion and without assigning any reason therefor, refuse to register any
transfer of shares which (a) is not fully paid up, (b) is in respect of more than one class of shares, (c}
is in favour of more than four transferees or (&) is not duly stamped. Every instrument of transfer
must be lodged at the transfer office of the Company, or such other place as the directors may
appoint, accompanied by the share certificate for the shares to be transferred and such other
evidence as the directors may reasonably require to prove the right of the transferor to make such a
transfer and, if the instrument of transfer is executed by some other person on his behalf, the
authority of that person to do so.

{c) Changes in capital

The Company may by ordinary resolution increase, consolidate or subdivide its share capital.
The Company may by special resolution and subject to the requirements of the Act reduce its share
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capital, any capital redemption reserve and any share premium account. The Company may also,
subject to the requirements of the Act and if sanctioned by an extraordinary resolution passed at a
separate class meeting of the holders of any of the shares, purchase its own shares.

(d) Distribution of assets on q winding-up

On any winding-up of the Company, the liquidator may, with the authority of an extraordinary
resolution and subject to the Act, divide among the members in kind the whole or any part of the
assets of the Company whether or not the assets shall consist of property of one kind, or shall
consist of properties of different kinds, and for such purpose may set such value as he deems fair
upon any one or more class or classes of property and may determine how such division shall be
carried out as between members or classes of members but so that if any such division shall be
otherwise than in accordance with the existing rights of the members, every member shall have the
right to dissent.

(e) Variation of rights

issued shares of that class or with the sanction of an extraordinary resolution passed at a separate
general meeting of the holders of the shares of that class. At any such separate general meeting, the
iecessary quorum is two persons holding or representing by proxy not less than one-third in
nominal value of the issued shares of the class in question (but at any adjourned meeting, one
person holding shares of the class or his proxy is a quorum).

{f) Directors

(1) There is no age limit for directors. However, the Company is obliged to inform members
should any director attain the age of 70,

(ii) The number of directors shall not, unless determined otherwise by an ordinary resolution of
the Company, be less than three nor more than twelve in number. The Company shall at all
times have no fewer than two non-executive directors.

(1if) The directors shall not be required to hold any qualification shares in the Company.

(iv) The directors (other than any director who for the time being holds an executive office) shall
be paid out of the funds of the Company by way of remuneration for their services as
directors, such sum (not exceeding £100,000 per annum) as the directors may from time to
time determine or such other figure as the Company may in general meeting from time to
time determine. Such remuneration shall be divided among the directors in such proportion
or manner as may be determined by the directors, or failing agreement, equally.

(v) The directors shall also be entitled to be paid out of the funds of the Company all expenses
properly inecurred by them in and about the discharge of their duties, including their
expenses of attending meetings of the Board or committee meetings of the Board or general
meetings of the Company. The Board may pay such reasonable additional remuneration
and expenses to any director who, being called upon, shall perform any special services or
make any special journeys to or at the request of the Company. Furthermore, each director
shall be entitled to be reimbursed on an indemnity basis the costs of any reasonable legal
fees incurred by any director(s) in taking independent legal advice on any matter directly
affecting the Company.

(vi) Any director who has been appointed by the directors to fill a casual vacancy shall retire
from office at the dissolution of the annual general meeting following such appointment
unless he is re-elected during such meeting. At every annual general meeting of the
Company, as near as possible to one third of the directors who are subject to retirement by
rotation will retire by rotation. The directors to retire will be those who wish to retire and
not offer themselves for re-election (if any) and to the extent that the number of such
directors is insufficient to meet the number required, those directors who have been longest
in office or, in the case of those who were appointed or re-appointed on the same day, will be
determined by lot. All retiring directors shall be eligible for re-appointment.

{vii) The directors may establish or concur or Join with subsidiaries of the Company or companies
with which it is associated in business in establishing and making contributions out of the
Company’s moneys to any schemes or funds for providing pensions, annuities, sickness or
compassionate allowances, life insurance benefits, donations, gratuities or other benefits for
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employees, ex-employees, directors or ex-directors of the Company or any such subsidiary or
associated company or the relatives or dependants of any such person.

(viii) A director may hold any other office or place of profit (except that of auditor) in conjunction

with the office of director upon such terms as the directors may arrange. A director may act
by himself or his firm in a professional capacity to the Company (except as auditor) and he
or his firm shall be entitled to remuneration for professional services as the directors may
arrange. Any such remuneration shall be in addition to any remuneration provided for in
any other Article. Subject to the provisions of statute, no director shall be disqualified from
entering into any contract, arrangement, transaction or proposal with the Company either
in regard to such other office or place of profit or as vendor, purchaser or otherwise.

(ix) A director shall not vote in respect of any contract, arrangement, transaction or proposed

=)

contract, or any other proposal whatsoever in which he has a material interest other than by
virtue of his interest in shares or debentures or other securities of or otherwise in or through
the Company. A director shall not be counted in the quorum at a meeting in relation to any
resolution on which he is debarred from voting. Notwithstanding the above, a director ghall
be entitled to vote (and count in the quorum) on any resolution concerning any of the
following matters:

(aa) the giving of any security or indemnity to him in respect of money lent or obligations
incurred by him at the request of or for the benefit of the Company or any of its
subsidiaries;

(bb) the giving of any security or indemnity to a third party in respect of the debt or
obligation of the Company or of any of its subsidiaries for which he himself has assumed
responsibility in whole or in part under a guarantee or indemnity or by the giving of
security;

(cc) any proposal concerning an offer of shares or debentures or other securities of or by the
Company or any of its subsidiaries for the subscription or purchase in which offer he is
or is to be interested as a participant in the underwriting or sub-underwriting thereof}

(dd) any contract, arrangement, transaction or other proposal concerning any other company
in which he is interested, directly or indirectly, and whether as an officer or shareholder
or otherwise howsoever provided that he is not the holder of or interested in one per
cent. or more of any class in the equity share capital of such company (or of any third
company through which his interest is derived) or of the voting rights available to the
members of the relevant company (any such interest being deemed for these purposes to
be a material interest in all the circumstances);

{ee) any contract, arrangement, transaction or other proposal concerning the adoption,
modification or operation of a superannuation fund or retirement benefits scheme under
which he may benefit and which either relates to both employees and directors of the
Company or has been approved by or is subject to and conditional upon approval by the
Board of Inland Revenue for taxation purposes and does not accord to any director as
such any privilege or advantage not accorded to the employees to which the scheme or
fund relates;

(ff) any contract, arrangement, transaction or proposal concerning the adoption,
modification or operation of any scheme for enabling employees (including full time
executive directors of the Company and/or any subsidiary) to acquire shares of the
Company or any arrangement for the benefit of employees of the Company or any of its
subsidiaries under which the director benefits in a similar manner to employees; and

{(gg) any proposal concerning the grant, purchase and/or maintenance of any insurance
policy or indemnity under which a director may benefit.

Where proposals are under consideration concerning the appointment (including fixing or
varying the terms of appointment) of two or more directors to any offices or employments
with the Company or any company in which the Company is interested, such proposals may
be divided and considered in relation to each director separately and in such cases each of
the directors concerned (if not otherwise debarred from voting under the Articles of
Association) shall be entitled to vote and be counted in the quorum in respect of each
resolution except that concerning his own appointment.

{xi) Any director who has an interest as outlined above is obliged to make full disclosure of the

nature of and extent of such interest to the other members of the Boardin a board meeting
or to a specific director or directors duly designated for such purpose.
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(g) Borrowing powers

The directors may exercise all the powers of the Company to borrow money and to mortgage or
charge its undertaking, property and assets both present and future and all uncalled capital, or any

respect of moneys borrowed, exclusive of moneys borrowed by the Company or any of its
subsidiaries from any other of such companies, shall not at any time, without the previous sanction
of the Company in general meeting, exceed a sum equal to the greater of £10,000,000 or two times
the aggregate of the following, all as shown in a consolidation of the latest audited balance sheet of
the Group but after certain adjustments and deductions:

(1) the nominal capital of the Company for the time being issued, paid up or credited as paid up;
and

6. Directors’ and other interests

(a) The interests in the issued share capital of the Company, which (a) have been notified to the
Company by each Director pursuant to Section 324 or Section 828 of the Companies Act 1985,
(b) are required by Section 325 of that Act to be entered in the register referred to therein, or (¢)
are interests of a connected person of a Director which would, if the connected person were g
Director, be required to be disclosed under (a) or (b} above and that existence of which is known
to or could with reasonable diligence be ascertained by that Director, (all of which are, unless
otherwise stated, beneficial as at the date of this document and following Admission) are as

follows:
: Number of Percentage of issued
Czﬁﬁgﬁg ;zon gzci Ordinary Shares ordinary share capital

Share Option Prior to Following Priorto  Following
Director Schemes  Admission Admission  Admission Admission
Dr. C B Phipps — —_— — — —
R Hughes — 1,143,576 1,143,576 5.21% 4.41%
M Fookes — 409,100 409,100 1.86% 1.58%
T G Dughan 19,166 1,095,360 1,145,360 4.99% 4.41%
W R Johnson -_ 1,118,120 1,143,120 5.09% 4.40%
G B Davison — 10,440 12,338 0.05% 0.05%
I Fisher — - — -— —

Phipps & Company Limited, which is a company controlled by Dr. C B Phipps’ family,
beneficially holds 299,640 Ordinary Shares. Dr. C B Phipps has no interest in the shareholding
of Phipps & Company Limited.

{b} As at 20 March 1996, being the last practicable date prior to the publication of this document, no
loans had been granted and no guarantees had been provided by the Company or any of its
subsidiaries to or for the benefit of any of the Directors.
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(¢) In the year ended 31 December 1995 the aggregate remuneration, including pensions and
benefits in kind granted by the Company and its subsidiaries, of persons who were Directors
during that financial year was £482 857, The corresponding figure for the year ending
31 December 1996 is estimated to be £509,000. The total emoluments receivable by the
Directors will not be varied as a result of the Placing and Open Offer.

(d) No Director has or has had any interest in any transactions which are or were unusual in their
nature or conditions or are or were significant to the business of the Group.

(e) Save as disclosed below, no service contract between the Company or any of its subsidiaries and
any Director is proposed to be or has been entered into or varied since 9 May 1995, when all
existing service contracts were available for inspection.

On 21 July 1995, the Company appointed I Fisher as a non-executive director for a fixed term of
3 years. His fees are £15,000 per annum.

(f) As at 20 March 1996, being the last practicable date prior to the publication of this document,
the Company had been notified pursuant to section 198 of the Act of the following interests in

three per cent. or more of the issued share capital of the Company prior to the Placing and Open
Offer:

Shareholder Percentage Percentage
of issued of issued

ordinary ordinary

Number of share capital share capital

Ordinary prior to following

Shares Admission Admission

3i Group ple 3,278,940 14.93% 12.64%
Coal Pension Venture Nominees Limited* 3,115,000 14.19% 0.00%
The Equitable Life Assurance Society 1,864,793 8.49% 7.19%
Barclays Venture Nominees Limited*® 1,639,460 T.47% 0.00%
Railway Pension Venture Capital Limited* 1,639,460 T.47% 0.00%
Citifriends Nominees Limited 675,000 3.07% 2.60%

*Funds managed by CINVen Limited. Following the placing of the Ordinary Shares held by
these funds, details of which are set out on page 11 of this document, these funds will have no
interest in the issued share capital of the Company following Admission.

Percentages of issued ordinary share capital following Admission set out above are on the basis
that these shareholders do not take up their entitlements under the Placing and Open Offer.

Save as disclosed above and in paragraph 6(a) above, the Company is not aware of any person
who, directly or indirectly, is interested in three per cent. or more of the issued share capital of
the Company in such circumstances where such interest is disclosable under the Act or of any
person who, directly or indirectly, jointly or severally, exercises, or could exercise, control over
the Company.

7. Subsidiaries

The Company is the ultimate holding company of the following wholly owned subsidiary
corpanies all of which are incorporated in England and Wales and have the same registered office
as the Company with the exception of Universal Ceramic Materials US, Inc., Universal America
Inec. which are incorporated in the state of Delaware, United States of America and Muscle Shoals
which is incorporated in the State of Alabama, United States of America and Universale
Electrominerale which is incorporated in France. Universal Ceramic Materials US Inc. and Muscle
Shoals have the same corporate address, being 510 Mulberry Lane, Cherokee Alabama, 35616.
Universal America Inc.’s corporate address is: 1209 Orange Street, City of Wilmington, County of
New Castle, Delaware 19801. Universale Electrominerale’s registered office address is 3 Rue du
Colonel Mon, 75017, Paris.
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Name of Company

Universal Abrasives
Limited

Electro Furnace
Products Limited

Unitee Ceramics
Limited

Choicewise Limited

Universal Ceramic

Materials US, Inec.

Muscle Shoals
Minerals, Inc.

Universal America
Ine.

value of $0.01 $0.01
Universal 50,000 shares of FF1 50,000 shares of FF1
Electrominerale each each
Universale Electrominerale was formed on 6 November 19
the fused magnesia business of PEM.
8. Property
The Group has the following freehold/leasehold premises, all of which are used as operating
sites.
(a) Hull
Leasehold land and buildings at Salt End, Preston

Authorised share
capital

10,000 ordinary £1
shares

10,000 ordinary £1
shares

10,000 ordinary £1
shares

1,000,002 ordinary £1
shares

750 shares of common
stock par value of
$1.00

1,000 shares of
common stock par
value of $0.01

1,000 shares of
common stock par

dated 30 September 1958 for a term of 99

£2,500 per annum for the term comprising industrial buildin
approximately 100,000 sq. feet on a

The property is re
be defeasible in t

(b} Seighford

Freehold land and warehouse buildings at Four Lanes
approximately 84,217 sq. feet of warehousing on a site of a

(e) Doxey Road

(i) Freehold land and buildings at Doxey Road, Stafford com
approximately 140,000 sq. feet, sport and social club ¢com
feet and 7.8 acres or thereabouts of la

(d) UsA

nd.

{ii) Leasehold premises at Doxey Road, Stafford com
and part of the engineering
from 29 January 1993 to 3

factory held by virtue
1 December 2006 at a

Issued share capital

2 ordinary £1 shares
2 ordinary £1 shares
2 ordinary £1 shares

1,000,002 ordinary £1
shares

100 shares of common
stock par value of
$1.00

100 shares of common
stock par value of
$0.01

100 shares of common
stock par value of

Principal activity

General commercial
company

General commercial
company

General commercial
company

Intermediate holding
company

Intermediate holding
company

General commercial
company

General commercial
company

Dormant

95 in France for the purposes of acquiring

» Kingston upon Hull held by virtue of a lease
years from 1 October 1958 at a reserved rental of
g3, offices and other buildings of
site of approximately 25 acres.

gistered with good leasehold title which means that the Company’s title would
e event that the landlord had inadequate title to make the grant.

End, Seighford, Stafford providing
pproximately 10.7 acres.

prising manufacturing areas of
prising approximately 21,000 Q.

prising part of Number 2 factory building
of leases dated 29 J anuary 1993 for a term
peppercorn rent until 31 December 2002;

(i} Freehold industrial buildings and land at 510 Mulberry Lane, Cherokee, Colbert County,

Alabama, comprising a pri
facilities of some 84,808 s

(i1} Leasehold office premises at 100 Qaks
comprising approximately 195 sq. fee

per annum.

(iii) Freehold land and buildin

sq. feet.

mary site of ap
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proximately 19.02 acres includin
q. feet and approximately 65 acres of excess land.

g manufacturing

Office Tower, N ashville, Davidson County, Tennessee
t for a term from 1 May 1993 at a base rent of $1,800

gs at Coile Street, Greeneville, Tennessee comprising 512,000




9, Taxation
Taxation of Dividends
The following summary assumes that the Company will not elect for any of its dividends to be

treated as foreign income dividends. The Company has no present intention of making such an
election.

Under current United Kingdom taxation legislation, no tax will be withheld from dividend
payments on Ordinary Shares by the Company but the Company will have to account to the Inland
Revenue for advance corporation tax (“ACT"), currently at the rate of one quarter of the amount of
the dividend, in respect of any dividend it pays (except to the extent that the Company is able to set
off against the dividend investment income which it has received).

Non-corporate shareholders resident in the United Kingdom will be entitled to a tax credit in
respect of any dividend paid by the Company which they can off-set against their total income tax
liability. The value of the tax credit attached to dividends is equal to one quarter of the cash
dividend. The amount of the dividend received by a non-corporate shareholder and the associated
tax credit are both included in arriving at such a shareholder’s total income (and are regarded as the
top slice of that income) for United Kingdom taxation purposes. To the extent that a non-corporate
shareholder’s tax credit exceeds his overall liability to United Kingdom income tax he should be able
to claim the excess from the Inland Revenue. The income tax charge in respect of dividends for lower
and basic rate tax payers will be at the lower rate of 20 per cent. and such shareholders will have no
further liability to tax on their dividends. Higher rate tax payers will be liable to tax on the sum of
the dividend plus the tax credit at the higher rate of 40 per cent. against which liability they can off-
set their lower rate tax credit.

Subject to certain exceptions for some insurance companies with overseas business, a United
Kingdom resident corporate shareholder will be able to treat any dividend received (together with
the associated tax credit) as franked investment income and will not be liable for any tax on the
dividend. Such a corporate shareholder paying a dividend of an amount up to the amount of any
dividend paid to it by the Company will have no further liability to account for ACT in relation to the
dividend that it pays.

Subject to certain exceptions for Commeonwealth citizens, citizens of the Republic of Ireland,
residents of the Isle of Man or the Channel Islands (and, under proposals contained in the Finance
Bill, with effect from 6 April 1996, nationals of all European Economic Area States) and certain
others, the rights of shareholders who are resident in countries other than the United Kingdom to a
tax credit in respect of dividends received from the Company and/or to claim payment from the
Inland Revenue of a proportion of that tax credit depend in general on the provisions of any double
taxation convention or agreement which exists between such countries and the United Kingdom.
Such shareholders should consult their own tax advisers on their tax liabilities on dividends
received or on the possible application of any relevant treaty provisions, what relief or credit, if any,
may be claimed under any such treaty in the jurisdiction in which they are resident and any
procedure for claiming payment.

10. Material contracts

The following contracts (not being contracts entered into in the ordinary course of business)
have been entered into by the Company or by its subsidiaries within the two year period
immediately preceding the date of this document and are or may be material:

(a) The Placing Agreement dated 22 March 1996, among (1) the Company, (2) Beeson Gregory, (3}
3i Group plc (“3i”) and (4) CINVen Limited (“CINVen”) whereby, subject to certain conditions,
Beeson Gregory has agreed, as agent for the Company (i) to invite Qualifying Shareholders of
the Company to apply for the New Shares; and (ii) (other than the shares for which irrevocable
undertakings have been received from Qualifying Shareholders stating that they will apply in
the Open Offer) to procure purchagers for the New Shares not taken up under the Open Offer
and failing which has agreed to purchase such shares itself.

Beeson Gregory has also agreed on behalf of CINVen to procure persons to purchase the
6,393,920 Ordinary Shares held by them (“the Vendor Shares™) at the Issue Price and failing
which has agreed to purchase such shares itgelf,

The obligations of Beeson Gregory ander the Placing and in respect of the Vendor Shares are
conditional, inter alia, on Admission occurring by not later than 18 April 1996 (or such date as
Beeson Gregory may agree).

52




The Placing Agreement provides for the payment by the Company to Beeson Gregory of:

(i) a basic commitment commission of 1.25 per cent. on the value at the Issue Price of all the
New Shares (other than the shares for which irrevocable undertakings have been received
from Qualifying Shareholders stating that they will apply in the Open Offer) (“Placing
Shares”);

(ii) a further commitment commission or commissions of 0.125 per cent. on the value at the
Issue Price of all the Placing Shares in respect of each period of seven days (or any part
thereof) after (but not including) 20 April 1996 and before the earliest of;

(a) the day upon which the last of the conditions set out in the Placing Agreement is
satisfied or the Placing Agreement lapses; or

{(b) the date on which notice is given by Beeson Gregory terminating the Placing Agreement
or the Placing Agreement lapses;

(iii) a corporate finance fee of £7 5,000;

(iv) a further commission of 0.75 per cent. of the aggregate at the Issue Price of 50 many of the
Placing Shares as are not taken up under the Open Offer which shall only be paid if ail the

conditions set out in the Placing Agreement are satisfied.

The obligations of Beeson Gregory may be terminated in certain circumstances, which include
the occurrence at any time prior to 5.30 pm on 25 March 1996 of any extraordinary or
exceptional change in national or international financial, economic or political conditions,

(b) an option agreement, dated 23 December 1994, made between Tateho America Inc. (1) and
Universal Ceramic Materials US Inc, (“the Purchaser”) (2) whereby the Purchaser acquired an
option to purchase certain assets and liabilities of Tateho America Inc. on terms set out in the
acquisition agreement (which is summarised at paragraph (c) below). The option consideration
of US$350,000 was paid upon exercise of the option on 22 February 1995;

(¢} an acquisition agreement triggered by the exercise of the option mentioned in paragraph (b)
above and made between Tateho America Ine, (1), Universal Ceramic Materials US Inec. (“the
Purchaser”) (2) and the Company (3), whereby the Purchaser aequired certain listed assets of
Tateho America Inc. for a consideration of £3,747,000 less the option consideration of
US$350,000. All obligations of the Purchaser were guaranteed by the Company;

(d) a placing agreement dated 24 June 1994 and made between the Company (1), certain
shareholders of the Company (2) (“the Sellers™), certain holders of preference shares of the
Company (3), the then Directors of the Company (4), Phipps & Company Limited (5) and Beeson
Gregory (6) whereby Beeson Gregory agreed as agent for the Company and the Sellers to
procure subscribers for 6,976,745 new Ordinary Shares and purchasers for the Sellers’ 872,094
Ordinary Shares.

11. Indebtedness

At the close of business on 23 February 1996, the Group had total outstanding borrowings of
£4,862,000, comprising secured bank loans of £2,835,000, secured bank overdrafts of £244,000, and
other secured loans of £1,783,000. At the same time, the Group had contingent liabilities of
£110,000.

Save as aforesaid and apart from intra-group liabilities, neither the Company nor any other
member of the Group had outstanding at the close of business on 23 February 1996 any loan capital
(including term loans), whether outstanding or created but unissued, other borrowings or
indebtedness in the nature of borrowings including bank overdrafts, liabilities under acceptances
(other than normal trade bills) or acceptance credits, hire purchase commitments or obligations
under finance leases, mortgages or charges, guarantees or other contingent liabilities.

At the close of business on 23 February 1996, the Group had bank deposits of £50,000.

12. Working capital

The Directors are of the opinion that, taking into account the bank and other facilities
available to the Group and the net proceeds of the Placing and Open Offer, the Group has sufficient
working capital for its present requirements,
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13. Litigation

Save as set out below, no member of the Group is engaged in any legal or arbitration
proceedings which may have, or have had in the twelve months prior to the date of this document, a
significant effect on the financial position of the Group, nor, so far as the Directors are aware, are
any such proceedings pending or threatened.

PEM have issued a writ in France against the Company claiming the sum of FF20 million
(£2.57 million). Negotiations between the Company and PEM for the acquisition of the fused
magnesia business of PEM terminated in December 1995, commercially acceptable terms having
failed to be agreed. PEM alleges that the Company negotiated in bad faith.

The Company believes that it had sound reasons to withdraw from the negotiations as, based
on the commercial terms available, it believed the transaction was not in the commercial interests
of the Company. In the view of the Board, such decision was justified and made in good faith.

The Company has been advised by leading counsel in the UK and by its legal advisers in both
the UK and France respectively that in their opinion the action is without substance. The Company
will resist the litigation vigorously.

14. General

(a) There has been no significant change in the financial or trading position of the Group since
31 December 1995, the date to which the Group’s preliminary results statement was made up.

(b) Beeson Gregory is registered in England and has its registered office at The Registry, Royal
Mint Court, London EC3N 4EY. Beeson Gregory is regulated by The Securities and Futures
Authority Limited. Beeson Gregory has given and has not withdrawn its written consent to the
publication of this document with the inclusion herein of the references to its name in the form
and context in which they appear.

(¢) The estimated expenses of the Placing and Open Offer payable by the Company will amount to
£225,000 (excluding value added tax).

(d) The Company’s registrars are Harford Registrars, Harford House, 101-103 Great Portland
Street, London W1N 6BH.

(e) KPMG, Chartered Accountants and Registered Auditors, Stoke on Trent, Staffordshire ST1
5TA have audited the Company’s accounts in accordance with national law for the three
financial years ended 31 December 1995.

(f) The financial information relating to the Group contained in this document does not constitute
statutory accounts within the meaning of Section 240 of the Companies Act 1985. Statutory
accounts of the Group for the years ended 31 December 1993 and 1994, on which the audit
opinions were unqualified, have been delivered to the Registrar of Companies. Statutory
accounts of Burmah Castrol ple for the year ended 31 December 1992 and of Unicorn Abrasives
Limited for the years ended 31 December 1992 and 1993 have been delivered to the Registrar of
Companies. In each case, the statutory accounts received an unqualified audit opinion.

(g) The average number of employees of the Group over the last three years is 368.
15. Irrevocable undertakings to take up new Ordinary Shares in respect of the Placing

and Open Offer (“Committed Shares”) and to vote in favour of the resolution to be
proposed at the EGM have been received from the following:

Number of

Committed Number of
Name Shares  Ordinary Shares
3i Group plc — 3,278,940
Coal Pension Veriture Nominees Limited — 3,115,000
Railway Pension Venture Capital Limited — 1,639,460
Barclays Venture Nominees Limited — 1,632,460
R Hughes — 571,788
D Hughes — 571,788
M Fookes — 409,100
T Dughan 25,000 518,920
S Dughan 25,000 576,440
W Johnson 25,000 1,118,120
G Davison 1,898 10,440
Phipps & Company Limited (as beneficial holder) 54 480 299,640
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16. Documents available for inspection

Copies of the following documents are available for inspection at the offices of Edge & Ellison,
Rutland House, 148 Edmund Street, Birmingham B3 2JR during normal business hours on any
weekday (Saturdays and public holidays excepted) from the date of this document up to and
ineluding 15 April 1996:

(a) the memorandum and articles of association of UCM;
(b) the material contracts referred to in paragraph 10 above;
{c} the written consent referred to in paragraph 14 above;

(d) the audited annual consolidated accounts of the Group for the financial years ended
31 December 1993 and 31 December 1994;

(e) the Directors’ service contracts and consultancy agreements referred to in paragraph 6 above;
(#) the rules of the Share Option Schemes referred to in Part 4 of this document; |

(g) Industrial Minerals January 1996 and February 1996 issues;

(h) the prospectus of the Company dated 24 June 1994; and

(i) the irrevocable undertakings referred to in paragraph 15 above.

22 March 1996
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UNIVERSAL CERAMIC MATERIALS PLC

(Registered in England No. 2720770)

NOTICE OF EXTRAORDINARY GENERAL MEETING

NOTICE IS HEREBY GIVEN that an Extraordinary General Meeting of the
Company will be held at the offices of Edge & Ellison, Rutland House, 148 Edmund
Street, Birmingham B3 2JR on 15 April 1996 at 10.00 am for the purposes of
considering and, if thought fit, passing the following resolution which will be proposed
as a Special Resolution.

SPECIAL RESOLUTION

THAT subject to, conditionally upon and with effect from the admission of the ordinary
share capital of the Company to be issued upon the terms of the Placing and Open Offer
referred to in paragraph (c)(i) below to the Official List of The London Stock Exchange
becoming effective in accordance with paragraph 7.1 of the Listing Rules of The London
Stock Exchange:

(a) the authorised share capital of the Company be and it is hereby increased from
£1,463,880.00 to £1,750,000.00 by the creation of 5,722,400 additional ordinary
shares of 5p each which will rank pari passu in all respects with the existing
ordinary shares in the capital of the Company save that they will not rank for the
final dividend to be declared in respect of the year ended 31 December 1995;

(b) the Directors be and they are hereby generally and unconditionally authorised in
connection with Section 80 Companies Act 1985 (“the Act”) in substitution for any
existing power (to the extent that the same has not already been exercised) to
exercise all powers of the Company to allot relevant securities (within the meaning
of the said Section 80) up to an aggregate nominal amount of £652,089 provided
that this authority shall expire on whichever is the earlier of fifteen months from
the date of the passing of this resolution or the conclusion of the Annual General
Meeting of the Company in respect of the year ended 31 December 1996 (both dates
inclusive), but so that this authority shall allow the Company to make before the
expiry of this authority offers or agreements which would or might require relevant
securities to be allotted after such expiry and notwithstanding such expiry the
Directors may allot relevant securities in pursuance of such offers or agreements;

(¢) the Directors be and they are hereby empowered pursuant to Section 95 of the Act
to allot equity securities (within the meaning of Section 94 of the Act) pursuant to
the authority given by paragraph (b) of this Resolution as if Section 89(1) of the Act
did not apply to any such allotment, provided that this power shall be limited to the
allotment of equity securities:

) in connection with the Placing and Open Offer (as the same is defined in the
Prospectus of the Company dated 22 March 1996) up to an aggregate nominal
amount of £199,620 at any time prior to 30 April 1996;
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(ii) otherwise up to an aggregate nominal amount of £64,876 on or before the expiry
of fifteen months from the date hereof or if earlier the conclusion of the Annual
General Meeting of the Company in respect of the year ended 31 December 1996
(both dates inclusive);

(d) all authorities previously conferred under Section 95 of the Act be and they are
hereby revoked save to the extent that they have been exercised or agreed to be
exercised prior to the taking effect of thig Resolution.

Registered Office: By Order of the Board
Doxey Road Melvyn Fookes
Stafford ST16 1DZ Secretary

22 March 1996




