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Carporate Statement

The strategy of Lupus Is to invest in, or acguire, small and meadium sizad public companies
which are facing strategic barriers to development whether of a corporate or commaercial
nature. Lupus intends to generate significant returns by providing and, where necessary,
implementing strategic plans for these companies, including appropriate exit routes.
Lupus Capital plc was formerly known as Environmental Property Services plc

2-Directors and advisers
3 Statement of the Chairman and
the Chief Executive
5 Information on Gall Thomson
& Corporate governance
9 Report on directors’ remuneraticn
11 Directors
12 Directars’ repart
14 Auditors’ report
15 Group profit and loss account
16 Group balance sheet
17 Company batance sheet .
18 Group statement of cash flows
19 Reconciliation of net cash flow
to movemant in net funds/ (debt]
19 Reconciliation of sharehgiders’ fur:zs
20 Notes to the accounts
40 Notice of Annual General Meeting




Directors

Secretary

Company number

Registered office

Auditors

Registrar

Stockbroker

l.egal advisers

2 Lupus Report & Actounts

Chartes Ryder
James Orr
Peter Cawdron
Peter So

James Orr
28060067

Broadwalk House
5 Appold Street
tondon

EC2A 2HA

Ernst & Young
Rolls House

7 Rolls Buildings
Fetter Lane
Londen

EC4A 1NH

[RG plc

Balfour House
390-398 High Road
Hford

Essex

IG1 INP

Sutherlands Limnitad
Dashwood House
69 Old Broad Street
London

EC2M 1NX

Ashurst Morris Crisp
Broadwalk House

5 Appold Street
London

EC2A 2HA




[Directors

Secretary
Company number

Registered office

Auditors

Registrar

Stockbroker

Legal advisers

2 Lupus Report & Accounts

QOliver Stocken
Charles Ryder
James Orr
Peter Cawdron
Peter So

James Orr
2806007

Broadwalk House
5 Appold Street
London

EC2A 2HA

Ernst & Yoeung
Rolls House

7 Rolls Buildings
Fetter Lane
London

EC4A INH

IRG plc

Baitour House
390-398 High Road
Iiford

Essex

IG1 INP

Sutherlands Limited
Dashweod House
49 0Old Broad Street
London

EC2M TNX

Ashurst Morris Crisp
Broadwalk House

5 Appold Street
London

EC2A 2HA




R
LUPUS

B

Strategy -
As a result of the total transformation

~, which took place in 1999, details of which
"are set out below, Lupus Capital ple
 ["Lupus” or “the Company"} adopted a new
- strategy during the course of the year.

The strategy of Lupus is to invest in, or
acquire, small and medium sized public
companies which are facing strategic
barriers to development whether of a
corporate or commercial nature. Lupus
intends to generate significant returns by
praviding  and, where necessary,
implementing strategic plans for these
companies, including appropriate exit
routes. Lupus will therefore create vatue by
providing & service to shareholders and
company boards, as well as to acquisitive
well-run international companies looking
to expand and to diversify their businesses.

- Year of transformation

Lupus underwent great change in 1999.

- In February, an investor group led by Charles

Ryder and James Orr acquired a 29.6% stake
in the Company, then known as
Environmental Property Services plc {"EPS"],
and a number of Board and management
changes ensued. In Aprii, when the resuits

. for the year ended 31 December 1998 were
_released, the Company announced iis new

strategy, the proposal to change its name to
Lupus Capital plc. and the potential sale of

“its underlying businesses which were ail

invalved in preperty services.
Shareholders confirmed the change of
name at the Annual General Meeting held

S on 4 June 1999,

" 0n 26 July 1999, the Company announced

that it had agreed to sell all of its property

- services operations to Environmental
. Property Services Holdings Limited ["EPS

" adjusted
- _amounted to £7.99 million, comprising a

Holdings"), an MBO vehicle led by David
Anderson, Managing Director of these
operations. The sale consideration, as
for  Completion Accounts,

cash payment to Lupus of £6.46 miilion and

* the assumption of deferred tiabilities of
| £1.53 million. A profit of £125,000 was
realised on the disposat.

On 26 July 1999, Lupus also announced the

sate of its 29.5% holding in Superframe
Group Plc for & net cash consideration of
£491,500.

The sale of the property services
operations was completed on 13 August
1999 following approval of the sale by
shareholders and left the Comgany
principally with cash, certain quoted
investments, freehold progerties and some
sundry debtors and creditors. Most
importantly, the sale left Lupus in a
position to pursue its new strategy.

In line with this strategy, Lupus announced
on 29 Novernber 1999 offers for Gall
Thomson  Environmental ple  ("Gall
Thomson”], a listed company, and for
Getroi Group PLC ["Octroi”], a de-listed
investment company whose principal
assets were cash and a 44% interest in
Gall Thomsan. At the time of the
announcement, the value of the offers
amounted to £18.26 mitlion. Gail Thamson's
principat activities are the supply of marine
and industrial couplings and, through its
subsidiary in Houston, Texas, the supply,
sale and rental of specialist marine
navigation and survey equipment to the gil
and gas industry. Offers for these
companies were declared unconditional in
all respects on 22 December 1999.

Resuits

Given the sale of the property services
operations in August, the Group's results
for the year 1o 31 December 1999 very largely
relate to businesses which are no longer
part of it. These businesses are referred to
in the accounts as discontinued operations.
During the year totat sales, all of which
were from the discontinued operations,
were £16.96 million {1998: £38.50 miilion).
The Group recorded a loss before
taxation of £0.69 million [1998: profit of
£1.04 mitlian).

At 31 December 1999 net assets were

£15.85 mitlion representing 9.35p per

ordinary share including those shares
subsequently ‘issued in relation to the
aquisitions of Gall Thomson and Octroi
(1998: £4.30 million representing 5.69p per
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Statement of the Chairman and

. M the Chief Executive

ordinary share]. Net cash amounted to ] property assets, for a cash consideration of

£3.71 million, including £1.95 million held
by Gall Thamson (1998: net debt of
£1.21 million}.

Dividends

The Board has decided that dividends
shouid relate to the success of the various
investments made by the Group zithough,
certainly in the short te medium term, the
emphasis will be on using cash generated
from  successful  investments  far
investment in new opportunities.

Given the fundamental transformation of
the Group, and more particularly, the
adoption of its new strategy, the Board is
therelore recommending a final cash
dividend for the year of 0.2 pance [net] per
share, representing a total cash dividend of
0.3 pence [net}, This compares to 0.3 pence
paid at the final stage in 1998 and a total
cash dividend for the year of D.65 pence,
such dividend almost entirely relating to a
period before the demerger in December
1998 of the most profitable part of the
Group and atso before the change of
strategy during the course of 1999. Subject
to approval at the AGM, the final dividend
will be paid on 1 June 2000 to shareholders
on the register at the close of business on
8 May 2000. The ex-dividend date will be
2 May 2000.

Events since the year end

in line with its strategy, Lupus announced
en 17 February 2000 that it intended to put
up for sale a small part of the Gall
Thomson business, Survey Equipment
Services, Inc. ["SES"], which rents, sells
and supplies specialist rmarine survey and
navigaticn equipment to the oil and gas
industry from its hase in Houston, Texas.
SES is totally separate from Gall
Thomson's main  marine breakaway
couplings business and, in Lupus's view,
would berefit from being part of a larger
business.

Lupus also announced that Gall Thomsan
has acguired a business and the relevant
asseis from Steel Services [Great
Yarmouth] Limited, together with related
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£450,008 to which wiil be added an agreed |

valuation for stocks and wark-in-progress

estimated to be approximately £50,000. :

This business and

the assets are |
principally dedicated to the manufacture of
Gall Thomson's marine breakaway -

couplings and are inexiricably linked to the
business. Lupus believes that the
acquisition provides significant added value
to Gall Thomson both in
immediate financial performance and
longer-term strategic value.

Current trading
in terms of the cperations currently owned

by Lupus, Gali Themson's major business,
the supply of marine breakaway couplings, -
has made a very satisfactory start to the
year and the prospects for the business are
encouraging. In part, this results from the
sustained period of higher oil prices which,

in turn, is being reflected in that business’s
order books.
lupus  continues to  give  active
consideration tc a number of further
acquisitions cor investments in smalt and
medium sized public companies which are
facing strategic barriers to development,
The Board looks forward to the future with
canfidence.

O
Oliver Stocken e
Chairman - /‘
Charles Ryder
Chiet Executive Nd..

22 March 2000

terms of -
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: Description of the marine and industriat

. The coupling business comprises Gall
: Thomson and KLAW Products Limited
("KLAW").

{ Introduction

| marine and industrial coupling business
! (which is based in the UK and is built
around
-+ breakaway coupling operations| and Survey
- Equipment Services, Inc. which rents, sails
- and supplies marine survey and navigaticn

'suppliers of hose strings. Gail Thomson's

i contracter which has been responsible for

The Gall Thomson Group comprises the

the Gall Thomson marine

equipment 1o the oil and gas services
industry from its base in Houston, Texas.

coupling business

Gall Thomson'is the leading supplier of
marine breakaway couplings for cil and gas
industry applications. A breakaway coupling
is used to enable a loading line to part
safely and then to shut off supply in the
event of a vessel moving off station during
the loading or discharging of oil and gas
products, whether at offshore moorings or
jetty off-loading terminals. In shert, it
prevents environmental pollution and damage
to pumping and transfer equipment.

The customers of Gall Thomson are
| contractors, constructors and operators of
ﬂoatmg offshore storage and production
 facilities  and  off-lecading  terminals.
| particularly major construction companies
and oil and gas companies, together with

preducts are sold to customers throughout the
world. The Gall Thomson marine breakaway
coupling is recognised by Lloyd's Register
of Shipping and other classification societies.
Gall Thomson has a strong market position
in the supply of marine breakaway
couplings. Each coupling has to be specified
for the particular instsllation in relation to
factors such as line configuration, loading
pressure and velocity and the nature of the
product to be transferred,

Gall Thomson is based at its premises in
Great Yarmouth. It markets the couplings
both directly and through agents. As
described on page 4 and betow, Gall
Thomson recently acquired the sub-

manufacture and testing under Gall
Thomson's direct supervision. In addition
to selling the couplings, Gail Themsan|
supplies parts and carries out periodic
refurbishment for some customers. As a
result of its recent acquisition, Gall
Thomson now has a total of sixteen
full-time and three part-time employees.
In September 1997 Gall Thomson acquired
the business, assets and goodwill of the
camlock coupling business of Welin
Lambie Limited. Camiock couptings are
used in hose and loading arm systems for
the transfer of oil and gas products.

In June 1999 Gall Thomson acquired KLAW
which  manufactures, assembles and
distributes industrial quick release couplings,
breakaway couplings, dry break couplings and
swivel joints to the gas and oil industries.

In February 2000, Gall Thomson acquired a
business and the relevant assets from
Steel Services {Great Yarmouth] Limited,
which are principaily dedicated to the
manufacture of Gall Themson's marine
breakaway couplings and are inextricably
linked to the business.

Description of Survey Equipment
Services, Inc. ["SES")

SES was founded in 1981. in 1990 SES
implemented a strategy to concentrate on
the rental, sale and supply of marine
survey and navigation equipment.

SES supplies a wide range of marine
navigation, hydrographic survey and global
positioning systems equipment for hire,
sale or lease purchase from its base in
Houston, Texas. Customers mainiy
comprise hydrographic, seismic and
marine construction survey companies.
SES operates in the North American
market for the rental of specialist marine
navigation and survey equipment. Rental
equipment is utilised for a period of twelve
to eighteen months before being sold.
Equipment is maintained and serviced in-
house by trained graduate engineers who
have offshore experience.

SES has an established team of four full-
time employees and one part-time
employee.
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The Board of Directors

Audit Committee

Remuneration Committee

]

The directors acknowledge the importance of the Principles set out in The Combined Code:

issued by the Committee on Corporate Governance. These have been applied during the.
year as follows:- i

|
The year to 31 December 1999 has seen a planned transformation of the Board which wasi
cornpleted with the appointment of a non-executive Chairman with effect from 18 October:
1999. Since that date, the Board has comprised a non-executive Chairman, a Chief)
Executive, a Finance Directer and two independent non-executive directors. Stephen Dean,§
a non-executive director retired from the Board on 4 June 1999 and David Anderson.|
Managing Directer, resigned from the Board on 13 August 1999 following completion of thef
sale of the property services operations to a management buy out team which he Led.;
In addition, Peter Holmes resigned as a director on 16 February 1999.

The Board now includes a non-executive Chairman and non-executive directors of sufficient
calibre and number ta bring independent judgement an the key issues facing the Group.
The Board meets regularly and is responsible for strategy, performance, approval of major
capital projects and the framework of internal controls. The Board has a format schedulel
of matiers specifically reserved to #t for decision. To enable the Board to discharge its,
duties, all directors receive appropriate and timely information. Briefing papers are
distributed by the Company Secretary to zll directors in advance of Board meetings. All
directors have access to the zdvice and services of the Company Secretary who is
responsible for ensuring that Board procedures are followed and that applicable rutes and
regulations are complied with, The appointment and removal of the Company Secretary is|
a matier for the Board as a whole. In addition, procedures are in place to enable thej
directors to obtain independent professional advice in the furtherance of their duties, if%
necessary, at the Company’s expense.

A nominations committee is not considered appropriate because of the small size of the
Board, but zll appointments or potential appointments are fully discussed by all Board
members. Al new directors and senior management are given a comprehensive introduction
to the Group's business, including, as appropriate, visits to the principal sites and meetings
with senior management. Any training necessary will be provided at the Company s expense.
All the directors are subject to re-election by the shareholders at Annual General Meelings.
The Articles of Association provide that directors will be subject to re-election at the first

coportunity after their appaintment and the Board will voluntarity submit to re-election at
intervals of three years,

The Audit Committee currently consists of the non-executive Chairman and the two non-
executive directors under the Chairmanship of Peter Cawdren. When appropriate, meetings
are also attended by relevant executive directors. The Audit Committee meets at least twice
a year and considers the appointment and fees of the external auditors and discusses the
scope of the audit-and its findings. The Committee is also responsible for monitoring
comptiance with accounting and legal requirements and for reviewing the annual and
interim financial statements prior to their submission for approval by the Board.

The Remuneration Committee currently comprises the non-executive Chairman and the
two non-executive directors, under the Chairmanship of Oliver Stocken. The Committee’s
role is to consider and approve the remuneration and henefits of the executive directors.
The report on directors’ remuneration is set out on page 9.

& Lupus Report & Accounts




Carporate governance i

Internal control

Relations with shareholders

Stétement by directors on compliance with
the Provisions of the Comhined Cade

Directors’ responsibilities for the
financial statements - -

-The Board is responsible for establishing and maintaining the Group's sysiem of internal
financiat control and pl

‘The directors recognise, however, that such a system of internal financial control can only

-Communicatiens with shareholders are given high priority. There is a regular dialogue with

‘Chairman in October, the Company had an executive Chairman and no Chief Executive,

:Company law requires the directors to prepare financial statements for each financial year

* state whether applicable accounting standards have been followed subject to any

aces importance on maintaining a strong control environment. The

key procedures which the directors have established with a view to

internal financial control zre as foilows.:-

* The Group's organisational structure has clear Lines of responsibiity.
The Group prepares a comprehensive annual budget that is approved by the Board.

Macnthly results are reported against the budget and variances are closely monitored by

the finance departments and the directors.

The Board is responsible for identifying the major business risks faced by the Group and

for determining the appropriate courses of action to manage those risks.

The Board reviews and approves patential acquisitions and disposals having been
provided with detailed presentations.

providing effective|

L]

provide reasonable, not absolute, assurance against material misstatement or loss. The
directors have reviewed the effectiveness of the system of internal financial control as it
operated during the year tc 31 December 1999.

The Stock Exchange has deemed that a company has complied with provision D.2.1 relating
to the wider aspects of internal control if it has continued to review and report on the
effectiveness of its system of internal financial controls. The Board has continued ta do this.
The Board expects to establish the procedures necessary to implement the guidance
[internal Control: Guidance for Directors on the Combined Codel during the coming year,

institutional shareholders including presentations after the Company's preliminary
announcement of the year end results and at the half year.

The Board uses the Annual General Meeting to communicate with private and institutional
investors and welcomes their participation. The Company aims to ensure that chairmen of
the audit and remuneration committees are avaitable at Annual General Mestings to

answer questions. Details of resolutions o be proposed at the Annual Genaral Meeting on
9 May 2000 can be found in the Notice of the Meeting on page 40.

The Company has been in compliance with the provisions of The Combined Code throughout
the year to 31 December 1999, with the exception that, on & temporary basis, befare the
completion of the transformation of the Board with the appointment of a non-executive

which give a true and fair view of the state of affairs of the Company and of the Group and

of the profit or loss of the Group fer that period. In preparing those financial statements, the
directors are required to:-

* select suitable accounting policies and then apply them consistently;
* make judgements and estimates that are reasonable and prudent; and

material departures disclosed and explained in the financial statements.

Lupus Report & Accounts 7
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The directors are responsible for keeping proper accounting records which disclose with
- reasonable accuracy at any tire the financial position of the Group and to enable them tal
' ensure that the financiat statements comply with the Companies Act 1985. They are also?
responsible for safequarding the assets of the Group and hence for taking reascnable steps;
for the prevention and detection of fraud and other irregularities.

The directors confirm that they have complied with the above reguirements in preparing
these financial statements.

Going concern

Alter making enquiries, the direciers have reasonable expectation that the Group has
adequate resources to continue in operaticnal existence for the foreseeable future. Far this
reason, they continue 10 adopt the going concern basis in preparing the accounts,

8 Lupus Report & Accounts




" Report on directors’ remuneration

Service contracts .

Pensions - -

Non-executive directors

Bonus arrangements

‘fensure that reasonable and consistent criteria are applied to the management and review

.aspects of the pay and benefits of directors and senior executives in many comganies.

‘Stephen Bean and Peter Holmes resigned as executive directors on 16 February 1999. David
y Anderson resigned as Managing Director on 13 August 1999.

: The remuneration package consists of a basic salary, benefits [comprising car, fuel, private

-,arrangements of the executive directors. These arrangements are continually reviewed to

:scheme.

: Stephen Uean resigned as executive Chairman on 14 February 1999 and became a non-
texecutive director. He then retired from the Board on 4 June 1999, Peter Cawdron was

i

' 'jOn their agpointment to the Baard on 16 February 1999, Charles Ryder and James Orr were

iThe Remuneration Committee is responsible for determining and reviewing the terms of
appomtment anc the remuneration of executive directors. The Committee also reviews the
dec:smns of the Chief Executive on the remuneraticn of the other senior executives to )

‘of all senior executive benefits packages. The Committee takes external advice, as
-appropriate, on rernuneration issues and takes cognisance of majar surveys covering all

‘The Committee aims to provide base salaries and benefits which are competitive in the
‘relevant external market and which take account of campany and individual performance
thus enhancing the Group's ability to recruit and to retain individuals of the calibre required
for its continuing business success. It is the policy of the Committee to provide financial
-incentives and to reward superior performance over the medium and long term by creating
‘opportunities to enable senior executives to earn cash bonuses and share-related
-payments which result from achievement of stretching performance targets.

“The Remuneration Committee currently consists of the non-executive Chairman and the
two non-executive directors under the Chairmanship of Cliver Stocken.

LFollowmg their appointment to the Board on 16 February 1999, Charles Ryder and James
.Orr both entered into 12 month rolling service contracts with effect from 4 June 1999,

health, permanent disability insurance and life insurance) and performance related bonus
.arrangements [see below].

No other directors have service contracts with the Company.

i

Pensmn contrlbutlons are paid on a money purchase basis towards the personal pension

‘ensure that they are appropriate. There is no intention to set up an occupaticnal pensien

fThe fees of the non-executive directors are set by the Board.

‘appomted as a nen-executive director on 16 February 1999.
Ohver Stocken was appointed as non-executive Chairman with effect from 18 October 1999,

1

provxded with an interim incentive scheme. This scheme ceased with immediate effect upon

ithe Remuneration Committee giving effect to a new senior management incentive scheme
“jwhich had been adopted at the Annual General Meeting on 4 June 1999.

Lupus Report & Accounts 9




_ % g Report on directors’ remuneration
LUPUS

\ 4

|
|
Directors’ remuneration
. Salary : Pension Total Total
and fees Bonus Benefits cantributions 1999 1998
£ £ £ £ £ £
Executives ) '
Charles Ryder 82,435 47,250 8,258 17,500 155,443 -
James Orr 82,784 47,250 7,942 17,500 185,476 -
Stephen Dean : - - 1,415 12,440 13,855 193,700
David Anderson 62,500 - 125 10,000 72,625 100,332
Peter Hotmes 11,370 - 594 216 12,880 60,132
Lynden Chapman - - - - - Lid,
Non-executives
Oliver Stocken 4,055 - - - 4,055 -
Peter Cawdron 13,080 - - - 13,080 -
Peter So 16,469 - - - 16,469 17 693
Norman Sanders - - .- - - 13,750
Total 1999 272,693 94,500 18,334 58,356 443,883 nfa -
Total 1998 239,609 40,000 18,446 87.9%96 nfa 386,051

The value cf benefits received during the year relates principally to the provision of
company cars, life assurance and medical expenses cover, Stephen Dean was the highest
paid director in 1998. His total remuneration included pension contributions of £70,500.

In addition, compensation for loss of office of £24,065 was paid to Stephen Dean and
£30.000 to Peter Holmes in 1999. '

|Share options

The Company believes that share ownership by executive directors and senior executives
strengthens the links between their personal interests and those cf investors,

At 31 December 1999 options were outstanding under the terms of the share option
schemes to subscribe for ordinary shares as follows:

Date
At Number Number At Exercise from which Expiry
31 Dec 98 granted exercised 31 Dec99 price exercisable date
Charles Ryder - - 1,075,000 - - 1,075,000 11.0p 20.04.01 19.10.06
James Orr - 1,075,000 - 1,075,000 11.0p 20.04.01 19.10.06
David Andersen 1,750,000 - 1,750,000t - 7.5p 11.06.00 11.12.05
Peter Holmes 1,250,000 - 1,250,000t - 7.5p 11.06.00 11.12.0%

+At the dates on which David Anderson and Peter Holmes exercised, the Company's share
price was 12.50p and 9.75p per share respectively. Accordingty, David Anderson was able
to realise a gain of £87 500 and Peter Holmes a gain of £28,125.

The closing mid-market price of the Campany’s shares on 31 December 1999 was 13p per
share and the high and low prices during the year were 15.25p and 7.00p respectively. The

average share price over the 10 business days prior to the date of grant of optiens during
the year was 11.9p.

Options outstanding tc direcicrs have not changed since the year end.
Directors’ interests

The directors’ interests in the ordinary shares of the Company are set out in the director’s

‘ report on page 12 and details of the opticns outstanding are set out abave.
|




Eliver Stocken

Charles liyder

James Orr -

Petef éavﬁdron

Peter So

i Non-executive Chairman

s Aged 58

- Oliver Stocken was appointed to the Board in October 1999 as non-executive Chairman.
-He was group finance director of Barclays PLC from May 1993 to September 1999, prior
“to which he held a number of senior management positions in Barclays and Barclays de

éZoete Wedd. He is alsc a non-executive director of 3 Group plc, Bunzl ple, MEPC ple,
Pilkington plc, The Rank Group plc and Ruttand Trust PLGC,

Chief Executive

‘Aged 46

:Charles Ryder was an investment banker for ten years being z director
-Merchant Bank Limited and Barclays de Zoete Wedd Limited and working in both the UK
“and the US. In 1988 he led 3 management auy-in to Celestion Industries plc [renamed

‘Services plc, in February 1999.

Finance Director

‘Aged 49

James Orr was at KPMG frem 1977 to 1995 and qualified as a Chartered Accountant in
£19785, becoming & Partner in London in 1989. His professional experience included a range
?of international assignments, together with UK quoted and private corporate clisnts. He
‘then undertook a consultancy project for a Swiss multinaticnal and a series of projects in
“the UK before co-founding Lupus Associates in 1997, He then co-led an investar group

“which acquired & 29.4 per cent. stake in the Company, then known as Environmental
. Property Services plc. in February 1999.

"Aged 56

~advertising agency as Finance Director, preceded by seven years in investment banking at
Warburg Dillon Read. He qualified as a Chartered Accountant in 1944 at KPMG. He is also
fa non-executive director of a number of other companies including ARM Holdings plc,

- Johnston Press plc.

Non-exacutive

“Aged 47

. Peter So is an associate member of The Chartered tnstitute of Management Accountants

.and The Chartered Institute of Bankers [England]. He has extensive experience in
- International finance having worked with financial institutions both in London and Hong

"Kong. He is currently a non-executive director of several listed companies, two in the UK,
tone in Hang Kang and one in Norway.

of Barclays

Magellan Incustries plc), a publicly guoted industrial conglomerate, and became Chief
Executive. Mageilan was successfully sold in 1994. He was briefly Chief Executive of Fii
Group plc. He co-founded Lupus Associates in 1997 and co-led an investor group, which
acquired a 29.4 per cent. stake in the Company, then knewn as Environmental Property

Nen-executive

Peter Cawdron was employed at Grand Metropotitan plc from 1983 to 1997, becoming a
Director in 1993. Prior to that, he spent six years in the United States with z major

Capita Group plc, Christian Salvesen plc, Compass Group pic, Express Dairies plc and

Lupus Report & Accounts 11
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B Directors’ report
% For the year ended 31 December 1999

Principal activities, review of the business
and future developments

Results and dividends

Directors

Directors’ shareholdings

At 31 December:

Charles Ryder
James Orr
Oliver Stocken
Peter Cawdron
Peter So

Substantiat shareholders

Bank of England Pension Fund

Jupiter Global UK Smaller Companies Fund

Nerthern Ireland Local Government
Otficer's Superannuation Scheme

Derivatives and other financial instruments

12 Lupus Report & Accounts

The directors present their annual report ans the Group accounts for the year ended
31 Decemnber. 1999.

The grincipal activity of the Group during the fi-st part of the period was property related
services which included the provision of buiding services and property maintenance,
These operations were sold on 13 August 199° allowing the Group to focus on its strategy
to invest in, or acquire, small and medium sized public companies which are facing
sirategic barriers to development whether of & corporate or commercial nature.

The statement by the Chairman and the Chief Exezative set out on pages 3 and 4 contains deiails

of the Group's pragress during the year together with an indication of future developments.

The Group loss for the year after taxation amou~ted to £671,000 (1998: a profit of £653,000).
The directors are recommending the payment o° 5 final dividend of £340,000, being 0.2 pence

per share making the aggregate ordinary divider 3 for the year 0.3 pence per share, £419,000
(1998: £470,000).

The following directars have held office during the peried since 1 January 1999:

Charles Ryder [Appointed 14 February ~999)
James Orr [Appointed 14 Februan "999%)
Peter Cawdron {Appointed 16 February “999)
Oliver Stocken {Appointed 18 October "2%9}
Peter So

Peter Hoimes (Resigned 16 February ~299)
Stephen Dean (Resigned 4 June 199%:
David Andersaon [Resigned 13 August 1939}

The directors at 31 December 1999 and their irzarests in the share capital (all beneficially
held] of the Company at the dates stated were =s follows:

1999 . 1998 1999 1998

_Ordinary shares Ordinary shares Options Options

1,020,408 n/a 1,075,000 nfa

1,020,408 n/a 1,075,000 n/a

306,122 : - nfa - n/a

204,082 nfa - n/a
1,020,000 -

There have been no movements in the above cirectors interests in the period from the
year end to 22 March 2000.

At 22 March 2000 the Company has been nct“ied of the following other interests in its
issued share capital pursuant to Part Vi of the Zompanies Act 1985:

Ordinary shares %
12,183,890 7.18
8.808,027 5.19

6,066 666 3.58

The Group's principal financial instruments co—prise bank loans, finance leases and hire
purchase contracts, cash and shori-term depssits. The main purpose of these financial




Directors’ report
For the year ended 31 December 1999§

Creditors pay;:ne’n't pql'i'c"y:‘. : L

Year 2000

Auditors ©

 facilities is secured to match the Group's strategic objectives.

Safety, h_éa_t_th an'd_r_thg qn\kirénmé_rit_‘._: -

. jwidespread commercial disruption. This is 2 complex and pervasive issue.
©. - iHead affice systems are year 2000 compliant. The use of computers in our current

Y o 2

-+ Hinstruments is to raise finance for the Group's operations. The Group has various other financial
instruments such as trade debtors and trade creditars, that arise directly from its operations.
}It is, and has been throughout the period under review, the Group's policy that no trading
+in financial instruments shall be undertaken.
§The main risks arising from the Group's financial instruments are interest rate risk and
' liquidity risk. Foraign currency risk is minimal due to the immaterial level of foreign currency
{assets and liabilities. The Board reviews and agrees policies for managing each of these risks
;and they are summarised below. These policies have remained unchanged since the
 beginning of 1998.

!Interest Rate Risk

'}jThe Group borrows n desired currencies at fleating rates of interast and periodically
| reviews the Group's exposure to interest fluctuations.

| Liquidity Risk

"The Group’s objective is to maintain a balance between continuity of funding and flexibility
ithrough the use of averdrafts, bank loans and, where appropriate, finance leases and hire
“purchase contracts.

"In view of the substantial changes to the Group's strategy during 1999, the Groug's golicy
‘has been te maintain short-term, flexible borrowing arrangements. A medium-term
policy is being developed te ensure that a mixture of term borrowing and overdraft

. Group operating companies are responsible for agreeing the terms and conditions under

fwhich business transactions with their suppliers are conducted. it is Group policy that
- payments to suppliers are made in accordance with all relevant terms and conditions.

ECreditor days for the Company have been calculated at 50 days.

2

: -';The Board recognises that the highest standards in safety, health and environmental

~tissues are an essential part of saund business practice.
LAl potential acquisitions will be assessed for risks in these areas and acquirad companies
{will be brought into line with the Group's standards as soon as practicable.

.iThe Board is committed to reducing any adverse environmental impacts from any of its
§operations and to incorperating the principles of sustainable development,

iAs is well known, many computers and digital storage systems express dates using only
"ithe last two digits of the year and thus required modification or replacement to
' accommodate the year 2000 and beyond in order to avoid malfunctions and resulting

ibusinesses is minor and the risks and uncertainties associated with the year 2000
i problem are not considered to be. material.

A resolution to reappoint Ernst & Young as auditors will be put to the members at the
-Annual General Meeting. -

: By order of the Board

es Qrr
‘Company Secretary

+22 March 2000

Lupus Report & Accounts 13




LUPUS

& I Auditors’ report

Respective responsibilities of directors
and auditors

Basis of audit opinion

Opinion

To the members of Lupus Capital plc

We have zudited the accounts on pages 15 to 39 which have been prepared under the

historical cost convention and on the hasis of the accounting policies set out on pages
20 and 21.

The directors are responsible for preparing the annual report. As described on pages
7 and §, this includes responsibility for preparing the accounts in accordance with applicable
United Kingdomn law and accounting standards. Qur responsibilities, as independent
auditors. are established in the United Kingdom by statute, the Auditing Practices Board,
the Listing Rules of the London Stock Exchange and by our profession’s ethical guidance.
We report to you cur opirion as to whether the accounts give a true and fair view and are
properly prepared in accordance with the Companies Act. We also report to you if, in our
apinion, the directors report is not consistent with the acceunts, if the Company has not
kept proper acceunting reccrds, if we have not received all the information and
explanations we require for our audit, or if the information specified by law or the Listing
rules regarding directors’ remuneration and transactions with the Group is not disclosed.

We review whether the carporate governance statement on page 7 reflects the Company’s
compiiance with the seven provisions cf the Combined Code specified for our raview by the
Stock Exchange, and we report if it doss not. We are not required to consider whether the
Board's statement on internal control cover all risks and controis, or form an opinion on
the effectiveness of either the Group's corporate governance proceduras or risk and
control procadures.

We read the other information contzined in the annual report, including the corporate
governance staterment, and consider whether it is consistent with the audited accounts.
We consider the implications for cur report if we become sware of any apparent
misstatements or material inconsistencies with the accounts.

We conducted cur audit in accordance with Auditing Standards issued by the Auditing
Practices Soard. An audit includes examination, on a test basis, of evidence relevant to the
armounts and disclosures in the aceounts. It also includes an assessment of the significant
estimates and judgements made by the directors in the preparation of the accounts, and
of whether the accounting policies are appropriate to the Group's circumstances,
consistently apptied and adequately disclosed.

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

In our opinion the accounts give a true and fair view of the state of affairs of the Company
and of the Group as at 31 December 1999 and of the loss of the Group for the year then
ended and have been properly preparad in accordance with the Companies Act 1985,

fl

Ernst & Young
Registered Auditor, London

22 March 24600
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Group profit and loss account K : ‘ SRR
Far the year ended 31 December 1999 S i ——

: LUPUS
i
1999 1998
: Note £000 £000
Turnover
Discontinued operations 2 16,964 38,497
:Cost of sales 2 (13,5101 (32,597
Gross profit 3,454 5,900
Administrative expenses 2 (4,244) (4,7G7)
Other operating income 2 32 95
- .Operating (loss}/profit
Continuing operations (1,154) (816
Discontinued operations 396 2,104
2 (758] 1,288
Discontinued operations:
Loss on dispesal of tangible fixed assets (40} -
Prafit on sale of operations 125 -
Fundamentai restructuring cost - (158
{6731 1,130
Interest receivable and similar income 197 : bé
Interest payable and similar charges 4 (211) (155)
) {Loss)/profit on ordinary activities before taxation (687} 1,041
Tax on [loss)/profit on ordinary activities 5 16 {388]
‘(Lossl/profit for the financial year (671) 653
Qrdinary dividends : 7 (419) (4701
Dividend in specie 7 - (1,755
Retained loss for the financial year (1,090) (1.572)
[Lass}/earnings per share 8 (0.84p} 0.94p
Diluted (loss)/earnings per share 8 {0.84p) . 0.93p
There were no recognised gains and losses in each year other than the [loss)/profit for the financial yaar.

Lupus Report & Accounts 15 .




Group balance sheet
At 31 December 1999

Fixed assets
Intangible assets
“{Tangible assets
Investments

Current assets

Stocks and work-in-progress
Debtors

Investments

“|Cash at bank and in hand

_{Creditors: amounts fatling 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
Share premium account
Shares to be issued
Merger reserve

Profit and loss account

Equity shareholders’ funds

12
13
14

15

16

20
27
21
21
21

{882)

(8791

453
19,637
3,262

23,552

(6,821)

16,731
15,852

15,852

725
4,543
2,961
7,552

71

15,852

%872

[7.864]

2,464
6,544

Bé4




Company balance sheet ——
At 31 December 1999 LUPUS
Note 1999 1998
P £000 £000 £030 £000
. 'Fixed assets
;Tangible assets 0 3 27
‘lavestments 1 8,670 6,949
8,673 6,976
‘Current assets
EDebtors 13 21,026 2373
~:Cash at bank and in hand 197 233
: 21,223 2,7%
) ' _1Creditars: amounts falling due within one year 15 (6,093} [1.630]
ENet current assets - 15,130 1.014
Total assets less current Liabilities 23,803 7,992
:Creditors: amounts falling due after more than
! ' oneyear 14 i7,876) {2,535
' 15,927 5,457
?Capital and reserves
‘Called up share capital 20 725 378
‘Share premium account 21 4,543 4,410
" :Shares to be issued 21 2,961 -
" ‘Merger reserve 21 7,552 -
-+ ‘Special reserve 21 - 197
. Profit and loss account 21 146 472
“Equity shareholders’ funds 15,927 5,457

%The accounts were approved by the Board an 22 March 2000.

_,ﬁ*/c.o_\

James Orr
Director

Charles Rydeﬂ/
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—— Lk Group statement of cash flows
LUPUS S For the year ended 31 December 1999
[ ' Note 1999 1998
o £000 £000 £000 £000 -
Net cash (outflow]/inflow from operating activities 22(3) 11,441) 1.379
i
~ |Returns an investments and servicing of finance
|Interest received 185 62
Interest paid {155} 1164}
Interest element of finance {esse rental payments {55]) -
Dividends received 8 - :
(17
Taxation
UK corporaticn tax paid (143)
Capital expenditure and financial investment L '
" |[Receipts from sale of tangible fixed assets 174 135 ;
-~ |Payments to acquire tangible fixed assets (46] (1301 ;
~ |Receipts from sale of investments 4 297 ;
Payments to acquire investments (1,276) (437] P
{677)
" |Acquisitions and disposals r
iPurchase of subsidiary undertakings (6,528]) (2,769!
Cisposal of subsidiary undertakings 7,180 -
Met cash acguired with subsidiary underiakings 3,064 -
Net overdrafts in dispesed operations 2,191 1,063 :
Payments to acquire intangible fixed assets - {122]
5,907 (1,828}
Equity dividends paid (306} (51911
Net cash inflow/[outflow] hefore financing 3,323 (1,478}
Financing _ ;
Issue of shares net of costs 281 35 {
Mew lang-term loans 1,500 1.000
Repayment of long-term toans {1,678] [425)
Repayment of capitat element of finance ieases 161} {34)
- JAcquisition of dividend rights of former preference
shareholders of Octroi Group Limited (867) -
- (9251 436 |
Increase/{decrease} in cash 2,398 (842
—_— i
1
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Reconciliations ‘ ‘ ——
For the year ended 31 December 1999k : LUPUS
T 1999 1998
; ‘ Note £000 £Ca0-

' ‘Increase/(decrease] in cash 2,398 (842}
‘Cash inflow from increase in loans ~ [1,500) (1,000
‘Cash outflow from repayment of loans 1,678 425
Repayment of capital element of finance leases 161 34

. ‘Change in net funds from cash flows 2,737 (1.383)
.Acquisitions and disposals 395 (199)
:New finance leases (155) (36)
‘Movernents in net funds 2,977 (1.618]
?Net (debtl/funds at 1 January {1,215] 403
‘Net funds/[debt) at 31 December 22{b} 1,762 {1.215]

i %Reconciliation of sharehelders’ funds .
i
g 1999 1998

; £000 £000
%[Loss]/profit far the financial year (671} 653
:Net movement on share issues 10,993 6201
%Goodwill reinstated on dispasal of subsidiaries 1,649 -+

. _gDividends paid and proposed on equity shares 419 {470]]
“_EDemarger dividend in specie ' - {1,755
:}_Net movement in shareholders’ funds _ 11,552 - 1952)
f%Opening shareholders funds 4,300 5,252

!Closing shareholders funds 15,852 4,300
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——— % B Notes to the accounts
LUPUS For the year ended 31 December 1999

1. Accounting policies

1.1 Accounting convention

The financial statements have been prepared in accordance with applicable accouniing
standards under the historical cost convention.

1.2 Basis of consolidation

The Group financizi staternents consclidate those of the Company and its subsid.ary
undertakings (see note 11] drawn up to 31 December 1999. The results of subsidiary
undertakings, held other than for subsequent resale, acquired or disposed of during the
year are included from the date of acquisitior or up until the date of disposal. Intra-group
transactions are eliminated in full. Assets and liabilities at the date of acquisition are
recorded at their fair values reflecting their condition at that date.

Subsidiaries held exclusively with a view for subsequent resale are recorded as curreni
asset invesiments.

1.3 Goodwill

Positive goodwill arising on consolidation, representing the excess of the fair vatue of the
consideration given over the fair values of the identifiable net assets acquired was, until
December 1997, written off 1o reserves. Such goodwill arising en acguisitions since
1 January 1998 has been capitalised and amortised over its useful ecoenomic life up 1o a
presumed maximum of 20 years. It is reviewed for impairment at the end of the first full
financial year following the acquisition and in other periods if events or changes in
circumstances indicate that the carrying value may not be reccverabie.

Negative gocdwill cn consolidation, arising where the fair values of the identifiable net
assets acquired exceed the fair value of consideration given, is capitalised and amort'sed
through the profit and loss account in the period in which the non-menetary ascsats
acguired are recovered. In the case of fixed assets, this 1s the period over which they are

depreciated and, in the case of current assets, the pericd over which they are sold or
otherwise realised.

1.4 Turnover

Turnover represents the value of work done for customers during the year excluding VAT.
Profit was recognised on work-in-progress contracts of the discontinued activities, where
the final outcome could be assessed with reasonable certainty, by including in the profit
and loss account turnover and related costs as contract activity progressed. Turnover is

calculated as that proportion of total contract value which costs to date bear to total
expected costs for that contract.

1.5 Tangible fixed assets and depreciation

Tangible fixed assets are stated at cest less depreciation. Depreciation is provided at raies
calculated to write off the cost less estimated residual value of each asset on 2 straight
line basis over its expected useful life, as follows:

Freehold buildings 2%
Fixtures, fittings and equipment 15% to 25%
Plant and machinery 15%

Mator vehicles 20% to 25%

The carrying values of tangible fixed assets are reviewed for impairment periodically if

events or changes in circumstances indicate that the carrying value may not be
recoverable.
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Notes to the accounts &

For the year ended 31 December 1999 :

|
|
|
|

. Accounting policies (continued) -

- 1.6 Leasing and hire purchase commitments

.Assets held under finance leases and hire purchase contracts are capitalisad in the
balance sheet and depreciated aver thejr expected useful lives. The interest elements of
leasing payments made under them are charged to the profit and loss account over the
period of the lease.
All ather leases are regarded as operating leases and the payments made under thermn are

. charged to the profit and loss account on a straight line basis over the lease term.

1.7 Investments

 Fixed asset investments are investments in the shares of undertakings which are held on
a long-term basis for the purpose of securing a contribution to the Group's husiness,
other than subsidiary or associated undertakings. These other participating interests are
-stated at cost less any permanent diminution in vatue. Fixed asset investments are

-reviewed for impairment periodically if events or changes in circumstances indicate that
the carrying value may not be recoverable.

- Current asset investments are valued at the lower of cost and net reslisabl

e value.

1.8 Stocks and work-in-progress

| Co : © . ' Stocks and work-in-progress were vatued at the lower of cast and net realisable value.
‘; PR - _Cost is determined on a purchase cost basis. Work-in-progress includes materials and
! ' ’ labour costs and an appropriate proportion of overheads incurred on uncompleted
: contracts at the year end. Profit is recognised on lang term contracts as noted zbove,

1.9 Pensions
: The Company operates a defined contribution pension scheme. Contributions paid during
i the year are charged tc the profit and loss account.

; 1.10 Deferred taxation .
~ iDeferred taxation is provided using the liabitity method on all timing differencas, to the

~-4extent that they are expected to reverse in the future without Deing replacad, calculated at
E the rate at which it is anticipated the timing differences will reverse. Advance corporation
{tax which is expected to be recoverabie in the future is deducted from the deferred
{ taxation balance.

 Deferred taxation assets are only recognised if recovery without replacement by equivalent
; debit balances is reasonably certain.
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Notes to the accounts
For the year ended 31 December 1999

2. Turnover and operating profit

1999

Turnaver
Cost of sales

Gross profit
Administrative expenses
Cther operating income

- \Operating {less! / profit

1998

Turnover
Cost of sales

Gross prefit
Administrative expenses
Other operating income

Operéting (loss] / profit

Depreciation of tangible assets - owned assets
Depreciation of tangible assets - leased assets
Amortisation of goodwill

Operating lease rentals - land and buildings
Operating lease rentals - other

Auditors’ remuneration - audit services
Auditors’ remuneration - other services
Profit on disposal of fixed assets

Rents receivable

22 {upus Report & ccounts

Turnover is attributable to the discontinued property-related activities for the period to the
date of disposal of those activities on 13 August 1999. All of the property-related activities
were undertaken within the UK. The discontinued activities in 1998 camprise Oean Homes
Limited and Speymill Tripp Limited which were demerged by dividend in specie on

8 Dacember 1998.

Analysis of continuing and discontinued activities:

1999
Continuing
operations

£000

{1,161]
7

(1,154)
1998

Continuing
operations
£000

(816)

816)

1999
Discontinued
operations
£000

16,964
{13,510)

3,454
{3,083)
25

3%6

1998
Operations
discontinued
in 1999

£C00

18,034
{15,241)
2,793
(1.630]
95

1,238

1998
Operations
discontinued
in 1998
£0o0

20,463
117.356)

3,107
(2,241)

846

Operating (loss] / profit is stated after charging / [crediting):

1999
£000

90
14
116
41
106
27
30
7
(32)

1999
Total

operations

£000

16,964
{13,510l

3,454

(4,244)
32

(758}

1998

Total
operations
£000

38,497
132,597

5,200
(4,707)
95

1.288

1998
£000

104
19
32
78

169
85
13

(42)

in addition te the amounts shown above, the auditors also received fees of £17.000 in
respect of the audit of Gall Themson Environmental Limited and £386,000 (1998: £173,000!
in respect of the acquisitions and disposals in the year.




Notes to the accounts|NERERE R IEI

For the year ended 31 December 1999 |8 - L IU.-PI-U s

‘ Number of employees

‘;EThe average monthiy number of employees lincluding directors) of the Group during the
.« financial year was:

1999 1998

L Number Number
Administratid_ﬁ ‘ _ 40 69
(Operations .0 - R G 93 106
153 175

- Employment costs
‘Employment costs of these employees during the year were as follows:

. 1999 1998
L £000 £000

Wages and"sél‘aﬁé—s S 4,149 4091
Social Security cc'is_tg_‘_, D 454 404
Other pension costs . 453 131
. 5,056 4,626

Details for each director of remuneration, pension entitlement and interest in share

opticns are set cut on page 10.
4. Interest payable
o hd g 1999 1998
£000 EQOC
156 128
55 27
211 155 |
1999 1998
o £000 - £000
Taxation based on
Corporation tax - 389
Adjustment in respect of prio (16) 1
Deferred taxatio - (2]
B (16} 388

"1 The tax effect in the profit and loss accounts relating to exceptional items recegnised
below operating profit is £nil {1998: £nil).

6. Profit attributable ta the r
the parent company -

- {As permitted by section 230 of the Companies Act 1985, the parent company's profit and
" loss account has not been included in these accounts. The loss dealt with in the accounts
of the parent company was £104,000 [1998: profit £839,000].
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Notes to the accounts
For the year ended 31 December 1999

7.Dividends 77

Ordinary dividend:

Proposed equity dividend at 0.2p per share
[1998: 0.3p]

laterim equity dividend at 0.1p per share
(1998: 0.35p)

Dividend in specie:
Demerger of Dean Homes Limited and
Speymill Tripp Limited

8. Earnings per share

Basic weighted average number of shares
Dilutive potential ordinary shares:
Employee share options

1999
£000

340

79
419

1999
No.

77,707,599

77,707,599

1698
£000

226

244
470

1,758

The calculation of basic earnings per share is based on the loss after taxation for the
financiat year and an a weightaed average number of shares in issue during the year of
77,707,599 ordinary shares of 0.5p (1998 weighted average 69,578,565].
The diluted earnings per share is based on the loss after taxaticn for the financial year and
on 77,707,599 ¢rdinary shares (1998; 70,289.832) calculated as follows:

1998
No.

69,578,565

711,267

70,289,832




Notes to the accounts|BE
For the year ended 31 December 1999

9. Intangible fixed assets

5 Intangible fixed assets comprise goodwill arising on consolidation of Octroi Group Limited

+ . [formerly Octroi Group PL.C} which was acquired during the year (goodwill in respect of

:acquisitions made in pricr years was realisad on the disposat of the property services
“activities] as follows:

Goodwill arising Purchased
on consolidation goodwill Total

. _ - £000 £000 £000
.Cost o . : '
At 1 January 1999 _ 5 3.628 123 3.751
IDisposal of property services activities : (3,628 (123} (3,751]
‘Arising on acquisition of Octroi Group Limited {882] - (882)
At 31 December 1999 (882} - (882)
i — ———
‘Amortisation
At 1 January 1999 28 _ 4 32
Charge for the year 112 & 116
Disposal of property services activities ‘ [140] (8] (148]
jAt 31 December 1999 ' - - -
iNet book value -
At 31 December 1999 (882) - (882)
A1 January 19990 T 3.600 19 3719
This goodwill arose as fqllo_WS: R W
. | R 1999 1998
; R R P , £000 £600
Goodwill arising on consolidation a
Octroi Group Limited . SRR (882) -
1PM Engineering Limited " - i - 2,522
‘RLH Group Limnited . - LI - 680
Castellain Limited .= e e ' - 329
H Page Engineering Limited . . - 97

‘Details of acquisitions made during the year are set out in nate 23.

i
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Notes to the accounts
For the year ended 31 December 1999

10, Tangible fixed assets
The Group ’ Freehold Plant Fixtures

land and and Motor and

buildings machinery vehicles fittings Total

£000 £000 £000 £000 £000
Cost ]
At 1 January 1999 206 209 930 846 2,19
Additions ~ - 167 5% 222
Disposals [206] - (102} 2] (310]
Disposal of subsidiaries - (2091 (995) (894) {2,100}
At 31 December 1999 - - - 3 3
Depreciation
At 1 January 1999 b 167 375 573 1321
Charge for the year - 18 55 31 104
Elimination on disposals (6) - (55 - (61]
Disposal of subsidiaries - {185} (375) (6D4) 11,164
At 31 December 1999 - - - - -
Net book value
At 31 December 1999 - - - 3 3
At 1 January 1999 200 42 535 273 1,070
The figures above include assets held under finance leases as follows:

Net book value
At 31 December 1999 - - - N - -
At 1 January 1999 - - 448 - 448
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Notes to the accounts

For the year ended 31 December 1999 SRS

\ 4
LUPUS
;:10. Tangible fixed assets icontinued)
iThe Company ' Fixtures
Motor and
vehicles fittings Tatal
£000 £000 €000

Cost :
A1 January 1999 52 2 54
iAdditions - 3 3
IDisposals (52) (2) (54)
%At 31 December 1999 - 3 3
}Depreciation X
At 1 January 1999 26 1 27
|Charge for the year 2 - 2
[Elimination on dispesals (28) (1} (294
At 31 December 1999 - - -
Net book value
At 31 December 1999 - 3 3
At T January 1999 26 1 271

Net haok value
At 31 December 1999

At 1 January 1999

The figures above include assets held under finance leases as follows:

26 - 26
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11. Fixed asset investments

The Group
At 1 January 1999
Disposats

At 31 Decemnber 1999

The Company

At 1 January 1999
Additions
Disposals

At 31 December 1999

Gall Thomsen Environmental Limitedt

Survey Equipment Services, Ihc.’r

KLAW Products Limited+
Octrai Group Limited*
Lupus Equities Limited *

Lupus Capital Management Limited *

Lupus Capital Finance Limited *

T held as a current asset investment
* directly held subsidiaries

Notes to the accounts
For the year ended 31 December 1999

Shares in
subsidiary Listed

undertakings investments Total
£000 £000 £000

- 484 484

- (484] {484

6,465 L84 6,945

8,670 - 8,67¢

16.6:65) [484) (6,948

8,670 - 8,67C

In the opinion of the directors, the agg-zgate value cf the Company's investment in
subsidiary undertakings is not less than tre amount included in the batance sheet.

At 31 December 1998 the Group held a sincle investment of 2,340,362 shares representing
79.5% of the ordinary share capitel oo Superirame Group Plc. The investment ir
Superframe was disposed of during the yzar for £491,500.

lnvestments in subsidiaries
The Company holds investments in the fo..owing companies:

Class of Proportion Nature
shares held busine
(O-~dinary 100%
servic
G-dinary 100% Equipm
sale
re
O-dinary 100% Indust
_ coupli
O-dinary 100% invest
Preizrence 100% comp
O~dinary 100% Invest
com
C-dinary 100% Dor
O-dinary 100% Dor

Survey Equipment Services, Inc. is incorpcrated in the United States of America.
it is the directors’ intention to dispose ¢ the hotding in Gall Thomson Environm
Limited within the next twelve months.




Notes to the accounts PR

For the year ended 31 December 1999

LUPUS
12. Stocks and work-in-progress
The Group The Company
1999 1998 1999 1998
o £000 £009 £008 £oco
Raw materials and consumables - 99 - -
Work-in-progress ' - 2,365 - -
- 2,464 - -
13. Debtors
: The Group The Company
1999 1998 1999 1998
£000 £000 £009 £000
Trade debtors - 3.803 - 216
Amaunts recoverabie on contracts o - 1,736 - -
‘Amounts due from subsidiary undertakings - - 20,585 1,524
Advance corporation tax 76 74 76 91
Other debtors 554 749 349 505
%Dividend receivable i [ - - b
EPrepaymepts and accrued income . 17 162 16 29
A | 653 8,54z 21,026 2.373
fThe advance corporation tax shown above is due after more than one year.
14, Current asset inVéstments 1'
e o Group Company
T S £000 £000
At 1 January 1999 7 - -
{Acquisition of Gall Thomson ;
| Environmental Limited . - 18,450 -
Acquisition of listed investments ; 1,187 -
At 31 December 1999 | 19,637 -

';Details of the balance sheet of Gall Thomson Environmental Limited at the date of
:acquisition are set out in note 23,

‘The listed investments relate to sundry investments in public companias listed on the
/i London Stock Exchange and are held at the lower of cost and net reatisable value at the
. balance sheet date. No listed investment represents more than 2.99% of the share capital

“of the company cancerned.
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115. Creditors: amounts falling due within

one year

Bank loans and overdrafts
Net obligations under finance leases
Trade creditors
Corperation tax \
Other taxes and social security costs
Proposed dividend

Other crediters

Accruals and deferred income

16. Creditors: amounts falling due after

more than one year

Loan notes issued as part consideration
for Gall Thomsen Environmental Limited

iBank loans and mortgages

Met cbligations under finance leases

Other creditors

30 Lupus ‘Report & Accounts

Noiesto theaccounts -
For the year ended 31 ':p_e_:_:e:ijh_e .

1999
£000

1,500
702

1

20
339
3,641
618

6,821

The Group

1998
£000

400
253
4,828
307
767
226
519
hé4

7,864

1999
£000

1,500

576
8
339
3,058
602

6,093

The Company

1998
£0090

400

33
210
131

14
227
472
203

1,690

The bank cverdrafts and loans are secured by a fixed and floating charge over the assets

cf the Company.

1999
£000

The Group

2,981

1998
£000

1,278
148
1,585

1999
£000

7,876

7,876

The Company

1998
£000

1,100

1,435

2,535
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17. Borrowings ‘
: S ‘ The Group The Company
o , 1999 1998 1999 1998
: £000 £000 £000 £000
Repayable within one year:
Bank and other borrowings 1,500 400 1,500 400
Finance leases - 253 - 33
Repayable aftet one and within two years:
Bank and other borrowings . - 40C - 4900
Finance leases - 97 - -
Repayable after two and within five years:
Bank and other borrowings - 700 - 700
Finance leases - 81 - -
'Repayable after five years:
!Bank and other borrowings - 178 - -
1,500 2,079 1,500 1.533
‘Borrowings repayable after five years
comprise: T
‘Repayable by instalments - o
Bank loans and other borrowings - - 178 - -
zThe undrawn, committed facilities available o the Group at 31 December 1999, all of
‘which expire within one year amounted to £2,500,000 [1998: £nill. The total value of
-borrowings of the Group repayable by instalments any part of which falls due after five
" yearsis Enil (1998: £178,000}.
18. Deferred taxation o
‘ L " 1 There are no deferred taxation liabilities provided in the accounts (1998 £nill. The amounts
| _ ) ' - of unprovided deferred tax liabilities are as fallows:
i ' ' ' E The Group The Company
1999 1998 1999 1998
- £000 £000 £000 £000
Unprovided deferred taxation in respect of
accelerated capital allowances - 25 - -

!
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[19. Financial instruments

1999
Liabilities denominated in Sterting
1998

Liabilities denaminated in Sterling

I
f
I
|
|
i
|
|
|
|
I
{
|

1999

;Assets denominated in Sterling
;Assets denominated in US dotlars’

Total
i

1998

%Assets denominated in Sterling

b
P
i
!
i
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Notes to the accounts
For the year ended 31 December 1999

A comment on the Group's objectives.and policies for the role of derivatives and other
financial instruments in creating and changing the risks of the Group in its activities can
be found on pages 12 and 13. The disclosures below exclude short term debtors and creditors.

Interest rate risk profile of financial liabilities

The interest rate profile of the financial liabilities of the Group as at 31 December was as
fallows:

Fixed rate Floating rate
financial financiat
liabilities liahilities Total
£000 £000 £000
- 1,500 1,500
£000 £000 £000
£01 1,678 2.079

The fixed rate financizl liabilities represent finance lease Labilities of the group, alt of
which either terminated within 1999 or were disposed of as part of the property services
activities. Accordingly, disclosure of weighted averzge interest rates and period of
borrowing is not material ic the understanding of the Group's continuing operations.
Details of the maturity profile of the Group's financiai liabilities and of the undrawn,
committed facilities available to it are set out in note 17.

interest rate risk cf financial assets

The interest rate profile of the financial assets of the Group as at 31 December was as
follows:

Financial assets
on which Floating rate
no interest financial
is earned assets Total
£000 £000 €000
19,637 3,261 22,898
~ 1 1
19,637 3,262 22,899
€300 £008 £o0a
4B4 844 1,348

Floating rate financiai assets comprise cash balances held in corporate deposit accounts
at call. The financial assets en which no interest is earned comprise investments in equity
shares (£18,450,000 investment in Gall Thomson Ervironmenial Limited and £1,187 000
investment in other guoted investments; 1998: £484,00G investment in other quoted
investments] that neither pay interest nor have a maturily date. There is no material
difference between the book value and fair value of fixed and fleating rate financial assets
and liabilities. The fair vaiue of the other quoted invesiments within financial assets on
which no interest is earned was £1,239,000 (1$98: £398,000].
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20. Share capital
The Company

Authorised: . .
210,000,000 (1998: 100,000,000}

Ordinary shares of 0.3 pence each

Allotted, called up and fully paid
144,942,227 11998: 75,523,785]_ :
Ordinary shares of 0.5 pence each

Share capital to be issued

24,674,985 (1998: nil} Ordinary shares

of 0.5 pence each, at 2 fair value of
12p each '

Exercise of options | S
Acquisition consideration for: -

Gall Thomsen Envjrpn'm‘enta'lv Limited

Octroi Group Limited = 0

e —————

\
LUPUS
—
i [
1999 1998
: £000 £000
: 1,050 500 \
725 378\
—|
2,961 -
" Alotrnents during the year were as follows:
Aggregate
nominal
; value Consideration
£000 £000
19 281
4 257 6,16¢
R A 1,77
e 347 8,16

———

i Contingent rights to the allotment of shares
At 31 December 1999 options over 3300,000 ordinary shares which are exercisabt
i between 20 April 2001 and 19 October 2006 at an exercise price of 11p and oplions ove

e 950,000 ordinary shares which are exercisable between 17 Aprit 1999 and 14 October 200

at an exercise price of 13.5p were ouistanding. During the year three former empiayee
~ from the property services operations exercised options over an aggregate 3,750,00
- ishares. As 3 result 3,750,000 ordinary shares with an aggregate nominal value of £18,7

i 1 were allotted for a total consideration of £281.300.

" ¢ post balance sheet allotment
"1 Between the year end and 13 March 2000, the share capital to be issued, amounting

e §2A,67a,985 ordinary shares, was allotted as final consideration for the acguisitions

Gall Themson Environmental Limited and Octroi Group Limited.
1
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21. Movements on reserves

The Group

Balance at 1 January 1999
Shares issued

Shares to be issued

Costs of shares issued

Loss for the financial year
Goodwill reinstated on disposal of
subsidiaries

Dividends

Balance at 31 December 1999

The Company

Balance at 1 January 1999
Transfer between reserves
Shares issued

Shares to be issued

Costs of shares issued
Less for the financial year
Dividends

Balance at 31 December 1999

Notes to-the accounts -
Fortheyyear ended 31 Decemb

i

{

Share Shares Prafit i
Share premium to be Merger and loss
capital account issued reserve account
£000 £000 £000 £000 £000
378 4,410 ~ - [488)
347 262 - 7,552 -
- - 2,961 - -
- (129 - - -
- - - - (674
- - - - 1,649
- - - - (419)
- 725 4,543 2,961 7,652 71
Share Shares Profit
Share premium o be Merger Special and loss
capital account issued reserve reserve account ;
£000 £000 £000 £000 £040 £000 !
378 4,410 - - 197 472
- - - - 197 197
347 262 - 7,552 - =
- - 2,961 - - -
- (1291 - - - -
- - - - - (104}:
_ - - - - {419)
725 4,543 2,961 7,552 - 146
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22. Notes to thé statement of cash flows
la} Reconciliation of operating {loss)/profit
to net cash (outflow) / inflow from
operating activities
1999 1998
£000 £000
Operating (loss) / profit (758) 1,288
Depreciation ‘ 104 123
iAmortisation of goodwilt 116 32
iMovement in stock and work-in-progress - (742} (1,064]
Movement in debtors 639 (2.994)
1Movement in creditors {882) 4,219
iLoss on disposals of fixed assets - 4
‘Profit on disposals of investments {7 (71]
‘Fundamental reorganisation costs - (158]
[Revaluation of investments 89 -
c (1,441) 1,379
{b} Analysis of net (debt}/funds '

: IR R 1 January 31 December
: 1999 Cash flow Acquisitions Disposals 1999
_ _ ! £000 £000 £000 £000 £000
Cashatbank . . 864 (2,857) 3,064 2,191 3,262
jOverdrafts ' AR ! - - - - -
| _ _ . ‘ i 864 (2.857) 3.064 2,191 3,262
!Finance leases e ! (401 b - 395 -
IDividend rights SRR - (876) 876 - -
‘Debt due within oneyear . (4001 [1,100) - - {1,500)
%Deht due after one year S : (1,278] 1,278 - - -
Netdebi]/ funds T s o awum
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23. Acquisition and disposal of subsidiary i

undertakings = ° : ‘ I
On 22 December 1999 the Company declared as unconditicnal the offers to acquire the |
whole of the issued share capitals of Galt Thomson Environmentai Limited {formerly Gall ‘.
Thomson Environmental plc) and of Octroi Group Limited (formerly Octroi Group PLC). !
Subsequent to the year-end the Company achieved acceptances in excess of the required W}
limits to enabie the Company compulisorily to purchase the remaining minority interests ¢
in those companies. These procedures have been completed. The effect of these ll
acquisitions on the cash flows of the Group are summarised below with details of |
individual acquisitions following. '

Cash Net {cash}/ 1
consideration overdraft
paid acquired Total
£000 £000 £000
Gall Thomson Environmental Limited 1117 - 1.117
Octroi Group Limited 5.411 (3,064} 2,347
Total 6,528 (3.064) 3464

As Gall Thomson Environmental Limitad is recorded as a current asset investment, its cash !
balance at the date of acquisition of £1.95 million has not been included in the abave analysis.

Acquisition of Gall Thomson
. Environmental Limited

The balance sheet af Gall Thomsan Environmental Limited at the date of acquisition is
summarised below:

£000
intangible fixed assets 266
Tangible fixed assets 733
Stocks and werk-in-progress 111
Debtars 2,362
Net cash 1,950
Creditors due within one year (1,354
Net assets 4,066

The.investment in Gall Thomson Environmental Limited amounts to £18,450,000 which
was discharged a5 follows:

£000
Cash considerstion 840
Fair value of shares issued and to be issued 8,960
Loan note issued 7,876
Costs associated with the acquisition 774
Total consideration recorded 18,450

The results for the period 23 December to 31 December 1999 are immaterial.
The consolidated profit of Gall Thamson Environmental Limited for the nine months ended
31 December 1999 amounted to £616,000:
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For the year ended 31 December 1959

undesrtakings {continued)

Acquisition of Octroi Group Limited

Investrnent in Gall Thomson
Enviranmental Limited
Debtors

Net cash )

Creditors due within one year -

Net assets acquired
Goodwill arising on acguisition -

Discharged by:

Initial cash consideration
Costs assoc:ated with the acqunsntlon

Cash cost of achlSItlon mcluded in o
cash flow’ statement

Further cash conmderatmn :
Accrued costs assoc:ated with the acqu151tlen

Total cash cost of acqmsmon ,.f:.r.'r‘ -

Less: acqumltlen costs set agamst L
share premlum account :

Total consaderatlon recorded

Turnover

Opefeting loss ek

Loss before tax - -
Taxation '

22 December 199? L

23. Acquisition and disposal of subsidiary

Fasrvalue ‘of shares |ssued and to’ be ISSUEd

In addition to the cash consideration above, en acquisition Lupus paid a further £867,000
' %to acquire the rights to amounts due to the former preference shareholders of Qctroi
“Group Limited. This amount is included in the fair value of net assets acquired.

: ;Octroi Group Limiied made a loss hefore tax of £341.000 in the pericd from its last
i financial year end {31 March 1999] to the date of acquisition (year ended 31 March 1999:

. £802.000} The summarised profit and loss account for the period from 1 April 1999 to the
£ ;effective date of acquisition is as foliows:

Luss for the perlod from 1 Apn[ 1999 to '

‘The results for the period from 23 Oecember to 31 December 1999 are immaterial.

Book and |
fair value
£000

1876

207
3,064
(1,995}

9,552
(882)

8,670

€000

5137
274

5411
1,248
187

6,846
1,881

(57)
8,670

£000 §

(6486]

{341)
(7]

(348]
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|23. Acguisition and disposal of subsidiary
! undertakings lcontinued)

‘Disposal of property services activities
L on 13 August 1999

Total

. £000 £000
%Fixed assets 936
Stocks and work-in-progress 3.206
'Debtars 5217
iNet loverdratt) (2,191
iCreditors {14,790]
IFinance lease liabilities (395}
{Net asset value of disposed activities W
iGoodwiil recegnised at 31 Dec_ember 1998 3,719
‘Less: amortisation during the year [116)
‘ 3,603
iAdd back: goodwill previously written off
. directly to reserves 1,649
1 7.235
iProfit on disposal 125
;Disposal oroceeds 7.360
%Discharged by:
: £000
.Cash consideration received 7,808
Less: expenses of the transaction (628]
iNet cash consideration received included
i in cash flow staternent 7,180
Add: deferred consideration liability
© assigned to purchaser 1,530
‘Less: adjustment to consideration included

in creditors (1.350)
Net proceeds 7.360

24. Contingent liabilities

The Company's banking arrangements include a cross corporate guarantee for bank
borrowing for such subsidiary undertakings which are inciuded within set-off

arrangements. At 31 December 1999, the Group had borrowing facilities available to it of
£4 million of which £2.5 million was undrawn.
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o LUPUS

25. Financial commitments
The Group

Expiry date:

Within ane year

Between two and five years
‘[Over five years -

26. Transactions with directors

‘At 31 December 1999 the Group had annual commitments under non-cancellable

operating leases as follows:

Land and buildings Other
1999 1998 1999 1998
£000 £000 £000 £000
12 18 - 87
- 24 20 14
- 128 33 - 10

As described in nate 23, the property services activities of the Group were disposed of
during the year ta Environmental Property Services Holdings Limited, a ccmpany in which
David Anderson, a former director of Lupus Capital plc, has an interest. At 31 December 1999

the Company owed £1,350,000 to Environmental Property Services Hsidings Limited,
which is included in other creditors.
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Notice of Annual General Meeting

LUPUS

v

¥

Ordinary business

Special business

Notice is hereby given that the Annual General Meeting of Lupus Capital plc will be held at the
offices of Ashurst Morris Crisp, Broadwalk House, 5 Appold Street, London EC2A 2HA ¢n 9 May 2000
at 11.00 a.m., for the following purpeses:

1. Toreceive and consider the accounts for the year ended 31 December 1999 together with the
reports of the directors and auditors thargon.

2. Todeclare the final dividend.

3. To reappoint Oliver Stocken as s director who retires pursuant to the Articles of Association
of the Company and offers himself for re-election.

4,

Ta reappoint Ernst & Young as auditors of the Company and to authorise the directors to set
their remuneration,

To consider angd, if thought fit, to pass the foillowing resclutions of which number 5 will be
propesed as an crdinary resoluticn and number & will be proposed as a spacial resolution:
5. That the directors be and are hergby generally and unconditionatly authorised for the
purposes of section 80 of the Companies Act 1985, to exercise all the powers of the Company
to allot relevant securities fwithin the meaning of section 80(2) of the said Aci] up to an
aggregate nominal amount of £201,913.94, this authority to expire at the conclusion of the
Annual General Meeting of the Company in 2001 {save that the Cornpany rmay before such
expiry make any offer or agreement which would or might require relevant securities to bs
allotted after such expiry and the directors may allot relevant securities in pursuance of any
such offer or agreement as if the authority conferred hereby had not expirad).
That subject to the passing of resolution 5 above, the directors be and are hereby empowered to
allot equity securities [as defined in section 94(2] of the Companies Act 1985) for cash pursuant
to the authority conferred by resolution 5 above as if section 89(1) of the said Act did not apply te
any such zsllotment, provided that this power shall be limited to the allotment of equity securities:
6.1 in connection with a rights issue or a pre-emptive issue in favour of ordinary shareholders
where the equity securities are proportionate (as nearly as practicable! to the respective
number of ordinary shares held by such holders but subject to such exclusions or other
arrangements as the directors may deem necessary or desirable in relation to fractional
entitlernents or legal or practical problems arising in, or pursuant to, the laws of any
territory or the reguirements of any regulatory body or stock exchange in any territory; and
6.2 otherwise than pursuant to 4.1 abeve, up to an aggregate nominal amount of £42,404.3G,
and this pawer shatl expire at the conclusion of the Annual General Meeting of the Company
to be held in 2001 save that the Company may before such expiry make any offer or
agreement which woutd or might require equity securities to be allotted after such expiry

and the directors may allot eguity securities in pursuance of any such offer or agreement as
if the power conferrec hereby had not expired.

By order a/fz'e Beoard
ﬁmes ’arr ‘ i

Company Secrétary
22 March 2000

b.

- Registered Office:
Broadwalk House
5 Appold Street
London EC2A 2HA
Notes:

1. A member of the Company entitlez
instead of him, A proxy need not b

12 attend ang 1ot at the meeling is entlied 1o appoint one or more proxies to attend and on a poll, vote
ember of ;172 Company.

2. T bevalid. forms of proxy and any r of attorna. or gther 2uthonty under which it is signed must be lodged with the Company's registrars.
IRG ple, Ballour House, 390-198 '+ =~ Read, Wory, Essex 131 INQ, ot less than 48 haurs befare the tune fixed for the meetwa. A form of
proxy 1s enclosed with this notice iz~ se.

3

. Completion and return of a praxy iz~ dees net creziude a mamber [rom atending and veting in persan at the meeting. )

4. Pursuant to Regulation 34 of the L~ zsrtificated Sezunties Reaulalions 1993, the time by which 3 person must be enlered an the register of
members in order to have the righ- 1z atlend anc «2%¢ at the Annual Generz. Meeting is 11,00 a.m. ¢n 7 May 2000 being 48 hours prior to the
time fixed for the meeting or, it the —eeting 15 a2 Jurhed. sLIn tre beng not more than 48 hours priof \o the Lime fixed for 1he adjourned

meeling, Changes to entries on the -zgister of ma=bers afier thal lime w.l. ge disregarded in deterrning the right of any person 1o atenc
or vote at the meeting.

5. The register of directcrs interests 1~ -ne share cac ial and getentures of the Company is available for inspection at the Company's registered

office during normal business hou-s from Lhe ciiz of this notice unlil the date of the Annual General Meeting and will be available for

inspection at the ptace of the Annwz. Seneral Meztng for at ieast 15 minutes prior to and during the meeting. ]

Resolution 5. Your directors may ¢-.. allot shares or grant - chis over sharzs if authorised to do o by shareholders. The authority granted

al the Extracrdinary General Mee: =3 held on 'z Decemee= 1999 is dus o expire at this year's Annual General Meeting. Accordingly.

Resolution No. 5 wall be proposed 2& zn ordinary resalution 17 grant a new aJinoridy to allot unissued share capital up te an aggregate naminal

value of £201.912 94, representing & total issues ordinary share capital as at 21 March 2000. If gaven, this authority

will expire at the Aanual Generat M2aung in 2003, Other thar in respect of tne Company’s abligations under its employee share scheme, the
directors have n¢ present intention o° issuing any ¥ the autnonsed bul umssyed share capital of the Company.

7. Resolution 6. Your directors also rex_+re addiliona, authority 1rom shareholdzrs to allot shares or grant rights over shares where they propose
to do 50 for cash and otherwise tha~ o existing snareholders pro rata to tnair holdings, The authority granted at the Exiraordinary General
Megting held on 16 Decamber 199° s dus (o apire al this vear's Annual General Meeting, Accardingly, Resoiutieon Ma. & will be propased as
a special resolution to grant such a-‘hority, Apart from righis 1ssues and othar pre-emptive issues, the autharity will be umited lo the issug
of shares up to an aggregate nom:-~al value of £-2,404.30 lpemg 5% of the issued ordinary share capital at 21 March 2000]. It given, this
authority will expire at the conclusic™ of the Annuz. General Meeling in 2001
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