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Rowan & Company (Financial Services) Limited

Report of the directors

The directors present their report and the audited financial statements for the year ended 31 December
1998.

Principal activity

The principal activity of the company is the provision of financial services. The company is a member of
the Securities and Futures Authority.

Directors' responsibilities

Company Law requires the directors to prepare financial statements for each financial year which give a
true and fair view of the state of affairs of the company and of the profit or loss of the company for that
period. In preparing these financial statements, the directors are required to:

m sclect suitable accounting policies and then apply them consistently;,

m make judgements and estimates that are reasonable and prudent;

B state whether applicable accounting standards have been followed, subject to any material departures
disclosed and explained within the financial statements;

m prepare the financial statements on the going concern basis unless it is inappropriate to presume that
the company will continue in business.

The directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the company and to enable them to ensure that the financial
statements comply with The Companies Act 1985. They are also responsible for safeguarding the assets
of the company and hence for taking reasonable steps for the prevention and detection of fraud, error and
non comphance with law and regulations.

Review of business and future developments

The directors are satisfied with the performance of the company and are confident that turnover will
continue to increase in the current period.

Dividends

The directors do not recommend the payment of a dividend.

Changes in fixed assets

The movements in fixed assets during the period are set out in note 8 to the financial statements.




Rowan & Company (Financial Services) Limited

Report of the directors (continued)

Directors

The directors of the company who acted during the period and at the date of this report are shown on
page 1.

Secretary

The secretary of the company at 31 December 1998 was Mr AC Wame.

Directors’ interests in shares of the company

The directors had no interests in the shares of the company.

Close company provisions
As far as the directors are aware, the close company provisions of the Income and Corporation Taxes Act
1988 do not apply to the company.

Insurance of directors
The company maintains insurance for the directors in respect of their duties as directors.

Auditors
A resolution to re-appoint KPMG as auditors of the company and to authorise the directors to fix their
remuneration will be proposed at the forthcoming annual general meeting.

Year 2000 Compliance

Substantial resources at group level have been devoted to minimising the potential for technical failures
arising from the Year 2000 problem. Our programme for the identification of areas of risk and the
elimination of such risk is on schedule for completion well in advance of 1 January 2000. Given the
scope and breadth of Year 2000 issues it is impossible to be certain that the problem has been totally
eliminated, but we consider that the measures we are taking reduce the risks to the greatest extent
possible.

The work undertaken by the management of the company has been significant. However it has been
carried out by using the company’s existing resources and accordingly the incremental cost of carrying
out investigative and modification work to computer systems has not been material.

By order of the Board

AN

AC Warne
Secretary




KPMG!

Orbis House

20 New Street

Guernsey, Channel Islands
GY14AN

Auditors' report to the members of Rowan & Company (Financial Services)
Limited

We have audited the financial statements on pages 5 to 14 which have been prepared under the historical
cost convention and the accounting policies set out on page 8.

Respective responsibilities of directors and auditors

As described on page 2 the company's directors are responsible for the preparation of the financial
statements. It is our responsibility to form an independent opinion, based on our audit, on those
statements and to report our opinion to you.

Basis of opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices Board.
An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
financial statements. It also includes an assessment of the significant estimates and judgements made by
the directors in the preparation of the financial statements, and of whether the accounting policies are
appropriate to the company's circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
financial statements are free from material misstatement, whether caused by fraud or other irregularity or
error. In forming our opinion we also ¢valuated the overall adequacy of the presentation of information
in the financial statements.

Opinion

In our opinion the financial statements give a true and fair view of the state of the company's affairs at 31
December 1998 and of its profit for the year then ended and have been properly prepared in accordance
with The Companies Act 1985,

Rk

KPMG
Chartered Accountants
Registered Auditors

JEYZR




Rowan & Company (Financial Services) Limited

Profit and loss account
Jor the year ended 31 December 1998

Notes

Turnover 2
Administrative expenses
Operating profit/{loss) 3
Interest receivable
Interest payable and similar charges 4
Profit for the period before

taxation
Taxation 7

Profit/(loss) for the period
after taxation

Retained profit brought forward

1 January 1998

to

31 December 1998
£

419,426
(405,350)
14,076

8,726
(6,987)

15,815

(3,795)

12,020

2,810

£ 14,830

28 March 1997

to

31 December 1997
£

285,036

(289,683)

4,627)

5,301
(546)

128

(709)

(581)

3,391

£ 23810

The company has no recognised gains and losses other than the profit for the period.




Rowan & Company (Financial Services) Limited

Balance sheet
at 31 December 1998

Fixed assets
Tangible assets
Investment

Current assets
Debtors
Cash at bank and in hand

Creditors: amounts falling due
within one year

Net current assets

Total assets less current
liabilities

Creditors: amounts falling due
after more than one year

Capital and reserves
Called up share capital
Revenue reserve

Notes

Co

10

11

11

12

13

31.12.98

£ £

6,990

2

6,992
5,132,816
136,940
5,269,756
5,111,918

157,838

164,830

80,000

£ 84,830

70,000

14,830

£ 84,830

31.12.97

£ £

12,113

2

12,115
1,509,542
149,452
1,658,994
1,518,299

140,695

152,810

80,000

£ 72,810

70,000

2,810

£ 72,810

The financial statements on pages 5 to 14 were approved by the board of directors on 5 March 1999

and were signed on its behalf by:

o cvse

AC Warne
Director

LJ Wasteney
Director




Rowan & Company (Financial Services) Limited

Cash flow statement
for the year ended 31 December 1998

1 January 1998 28 March 1997
to to
31 December 1998 31 December 1997
Nortes £ £ £ £
Net cash (outflow)/inflow from
operating activities 14 (8,625) 31,510
Returns on investments
Interest received 8,726 5,301
Interest paid (6,987) (546)
Net cash inflow from returns
on investments 1,739 4755
Taxation paid (709) (326)
Capital expenditure
Payments to acquire tangible
fixed assets (4,917) (2,994)
Net cash outflow from
capital expenditure 4.917) (2,994)
(Decrease)increase in cash 15 £(12,512) £ 32,945




Rowan & Company (Financial Services) Limited

Notes to the financial statements

1 Principal accounting policies

Accounting convention

The financial statements are prepared under the historical cost convention and are in accordance with
applicable accounting standards.

Counterparty balances

Counterparty debtor and creditor balances have been disclosed in the accounts in accordance with the
requirements of the rules of The Securities and Futures Authority, whereby netting of balances with the
same counterparty is not permitted unless express written agreement exists between the parties to the
transaction which provides for the settlement of transactions on a net basis.

Tangible fixed assets

Tangible fixed assets are stated at their purchase cost, together with any incidental costs of acquisition,
net of accumulated depreciation.

Depreciation is calculated so as to write off the cost of tangible fixed assets on a straight line basis over
the expected useful lives of the assets concerned. The rate of depreciation used is 25% on all assets on a
straight line basis.

Foreign currencies

Assets and liabilities expressed i foreign currencies are translated into sterling at the rates of exchange
ruling at the balance sheet date. Transactions in foreign currencies are translated into sterling at the rates
ruling at the date of transaction. Profits and losses arising on foreign exchange translation are taken to

the profit and loss account.

Turnover

Tumover, which excludes value added tax, represents net commissions on contracts after returns to all
agents, the invoiced value of fees and net profits and losses on trading in securities. The company adopts
the trade date method of accounting for transactions.

Financial Reporting Standard No 2

The company is exempt from the requirements of Financial Reporting Standard No 2 to prepare Group
financial statements on the grounds that the operations of its subsidiary are immaterial.




Rowan & Company (Financial Services) Limited

Notes to the financial statements (continued)

2 Turnover

An analysis of income before deduction of expenses, is set out below:

1.1.98 28.3.97
to to
31.12.98 31.12.97
: £ £

Principal types of income
Commissions (net) 274,845 169,326
Dealing income 6,283 9431
Management fees 138,298 106,299
£419,426 £ 285,056

No geographic analysis of turnover is disclosed as substantially all of the turnover is in the United
Kingdom.

3 Operating profit/(loss)

1.1.98 28.3.97
to to
31.12.98 31.12.97
£ £
The operating profit/(loss) is stated
after charging:
Auditors' remuneration 5,000 3,931
Depreciation 10,040 4701
Operating lease rentals on property 9,000 6,750
4 Interest payable and similar charges
1.1.98 28.3.97
to to
31.12.98 31.12.97
£ £
On bank loans, overdrafis and other loans
repayable within 5 years, not by instalments £ 6,987 546




Rowan & Company (Financial Services) Limited

Notes to the financial statements (continued)
5 Employee information

The average number of persons employed during the period was:

1.1.98 28.3.97
to to
31.12.98 31.12.97
Compliance officer - -
Investment management 2 2
Admuinjstration 2 )
4 4
Staff costs £ £
Wages and salaries 206,370 160,089
Social security costs 18,944 14,227
Other pension costs 20,589 16,329
£ 245,903 £ 190,645
6 Directors' emoluments

1.1.98 28.3.97
to to
31.12.98 31.12.97
£ £
Salary and fees £ 161,794 £134,725

Fees and other emoluments include amounts paid to:
£ £

The highest paid director £103,354 £76,763

The number of directors (including the chairman and highest paid director) who received fees and other
emoluments (excluding pension contributions) within the following ranges was:

Number Number

£0 to £5,000 3 3

£40,000 to £45,000 - 1

£55,000 to £60,000 1 -
£75,000 to £80,000 -

£100,000 to £105,000 1 -

5 5

10




Rowan & Company (Financial Services) Limited

Notes to the financial statements (continued)

7 Taxation
£ £
UK corporation tax at 24% £3,795 £ 709
8§ Tangible fixed assets
Office Computer
equipment equipment Total
£ £ £
Cost
At 1 January 1998 17,947 9,449 27,396
Additions - 4,917 4917
At 31 December 1998 17,947 14,366 32,313
Depreciation
At 1 January 1998 10,462 4,821 15,283
Charge for period 5,949 4,091 10,040
At 31 December 1998 16,411 8,912 25,323
Net book value
At 31 December 1998 £ 1,536 5,454 6,990
At 31 December 1997 £ 7,485 4,628 12,113

9 Interests in group undertakings

The company owns 100% of the issued ordinary share capital of Sorbus Nominees Limited, a company
registered in England, whose business activity is that of a nominee company.

10 Debtors

Amounts falling due within one year
Due from clients and counterparties

Other debtors
Prepayments

31.12.98
£

5,086,775
37,954
8,087

£ 5,132,816

11

31.12.97
£

1,458,321
41,195
10,026

£1,509,542




Rowan & Company (Financial Services) Limited

Notes to the financial statements (continued)

11 Creditors

Amounts falling due within one year
Due to clients and counterparties
Amounts owed to group undertakings
Corporation tax

Other taxation and social security payable
Accruals and deferred income

Amounts falling due after more than
one year
Subordinated loan

31.12.98
£

5,067,121
25,330
3,796
6,794
8,877

£5111,918

£ 80,000

31.12.97
£

1,470,365
34,812
709
6,430
5,983

£1,518,299

£ 80,000

The subordinated loan is due to Rowan & Company Limited and is unsecured. Interest is payable
quarterly at 2% above Midland Bank Plc base rate, but has been waived for the previous periods.

Interest for the current period amounted to £6,987.

12 Called up share capital

Authorised:
100,000 ordinary shares of £1 each

Allotted, called up and fully paid:
70,000 ordinary shares of £1 each

13 Reconciliation of shareholders' funds

At start of period
Retained profit/(loss) for the period

At end of period

31.12.98
£

£ 100,000

£ 170,000

31.12.98

72,810
12,020

£ 84,830

12

31.12.97
£

£ 100,000

£ 70,000

31.12.97

73,391
(581)

£72,810




Rowan & Company (Financial Services) Limited

Notes to the financial statements (continued)

14 Reconciliation of operating loss
to net cash (outflow)/inflow from operating activities

31.12.98 31.12.97
£ £
Operating profit/(loss) 14,076 (4,627)
Depreciation of tangible fixed assets 10,040 4,701
Increase/(decrease) in creditors 3,590,533 (546,320)
(Increase)/decrease in debtors (3,623,274) 577,756
Net cash (cutflow)/inflow from operating
activities £ (8,625) £ 31,510
15 Movement in cash
Cash
1.1.98 Flows 31.12.98
£ £ £
Cash at bank 149,452 (12,512) 136,940

£ 149,452 (12,512) 136,940

16 Lease commitments

The company had the following annual commitments under non cancellable operating lease agreements:

31.12.98 31.12.97
£ £
Expiring between two and five years £ 8,000 £ 8,000

17 Transactions with directors and officers

During the year the company has entered into transactions with directors and officers of the company.,
“These transactions were carried out at arms length in the normal course of business on terms identical to
those offered by the company to its customers, except that directors receive staff commission rates at a
flat rate of £10 per transaction.

13




Rowan & Company (Financial Services) Limited

Notes to the financial statements (continued)

18 Client money
At 31 December 1998 free money amounting to £3,846,738 was held by the firm on behalf of clients in
accordance with the Client Money and Other Assets Rules of the Securities and Futures Authority

Limited. The firm has no beneficial interest in these deposits and accordingly they are not included in the
balance sheet.

19 Related party transactions

The company paid transaction fees of £40,740 (31 December 1997: £28,025) to its parent company
during the period.

20 Controlling parties

The company's controlling party is its parent company, Rowan & Company Limited, a company

incorporated in Guernsey. Its ultimate controlling party is Singer & Friedlander Group plc, a company
incorporated in England.

14




