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CITADEL HOLDINGS PLC

1S A PROPERTY INVESTMENT COMPANY

SPECIALISING x5 THE
FRENCH COMMERCIAL PROPERTY MARKET

WITH A FO' l , S ON THE PARIS AREA AND LYON.

CITADEL HOLDINGS PLC

EST UNE SOCIETE D'INVESTISSEMENT FMMOBILIER

SPECIALISEE sur ue
MARCHE DE L’IMMOBILIER D'ENTREPRISE FRANGCAIS

PARTICULIEREMENT

EN REGION PARISIENNE ET A LYON.
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s FIRST FULL YEAR'S RESULTS SINCE FLOTATION

« NAV PER SHARE TA2.1IP UP 33% FROM 106.87 (1997}

s ACQUISITION PROGRAMME CONTINUES WITH SEVEN PROPERTIES

ACQUIRED IN THE YEAR

PORTFOLIO 98% LET

w OVERALL Y1ELD OF 8.14% BASED ON ANNUALISED INCOME

£

+ PORTFOLIO VALUED AT £106.7 MILLION UP 111% FROM £50.6 MILLION (1997}
~ SHAREHOLDERS FUNDS 7447.0 MILLION UP 33% FROM £35.2 MILLION (1997)

< FULL YEAR NET DIVIDEND 3.0P
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FINANCIAL HIGHLIGHTS

TS Tyy s 1T TyuT

NETRENTAL INCOME £5.8x YR £1.4m L3 4m
OPIRATING PROTIT ) rr42.8u Q. 7m rr0. 8 u
PROTET T LOSS) BLEORE TAXATION 3 r30.0n 0. I Frt L. Qb
PROFIE BT TORE TAXATION

VEXCLUDING EQRIIGN EXCHANGL PROFITALOSS 3 : H2G.0u :0.0x 710, I
PROCTEELOSS AFTTR 1ANATION E FF2 5. 4 0. T Frt 1. O}
FARNINGS PER SHARL oIr 0. 77 (0.33)r irQ.03)
NIT DIVIDLND PIR SHART (10.2G 0.5r Ho.03%
NIT ASSET VALUE PIR SHARE . rrl3.21 106.8¢ 1r10.57
ANNUAITSLD RENTAL INCOME

AT 31 DECEMBER 1995 8.2 1£80. 8 s dm H43.9m
VALUL OF PROPLRTY INVISTMENT PORLEOLIO £100.7u FFQQ 2.0 £50.0m Fr$00.0m
CAYH & STIORT TERNG DIPOSITS LTSS OVERDRAFTS cIT.9m el 1O 7w »_'17.8.\1 #1760, In
GLARING I120.5n 54.9%

STHT YIELD ON QUR PORTIOLIO AT 31 DECEMBER 1998 WAS 8.14 PER CENT - QOUR AVERAGE COST OF BORROWING WAS 4.4 PER CINT.

Tov IR CINT OF THE GROUP S DEST 15 EITHIR EINID OR HLDGFD WITH INTEREST RATL Caps”
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ciwe INTRODUCTION
1998 has been an active year for us and we have made a further seven
acquisitions, all in Paris. We are almost fully invested and have a
substantial portfolio, which is producing very heaithy returns.
At the year end the portfolio comprised 18 high quality modem
properties, 5 in Lyon and 13 in Paris. We had 70,881 square metres
(762,957 square feet) of which 69,584 square metres (749,002 square
feet) or 98%, was fully let, Qur annualised net rental income was
£8.22 million (FF80.8 million) and on the basis of our year-end
portfolic valuation of £106.7 million (FF992 million) the ovenll
yield was §.14%.
Set out below is 2 summary of the portfolio:
Current
Car Valuation Annual Rent Date of

Arca Parking 31 Dec 1998 31 Dec 1998 Pate of  Refurbishmens/
Property {sq.m) Spaces FF miilion FF million Construction Upgnuding
1Y Aubigny — Lyon 4,037 89 37.8 3.26 1989 1996
Park Avenue — Lyon 3,909 o6 40.8 3.30 48880 1997
Front de Pare — Lyon 5,223 128 58.3 4.95 1989 1991
Forum — Lyon 6,011 166 79.4 6.50 1989
Mission Marchand — Paris 2,635 s1 42.3 3.38 1967 1943
Columbus - Paris 1,162 %0 40.3 3.36 1990
Rue Capitaine Guynemer - Paris 1,803 53 28.5 2.59 1903
Le Sigma — Paris 6,576 12y 78.3 6.60 1993
Equinoxe 11— Paris 4,235 180 s55.0 477 1994
Philippe Auguste — Paris 1,60 36 374 3.05 995
Santos Prumont — PParis 2,885 104 25.5 2.2 991
Petits Hotels — Pans 2,001 64 33.0 277 9ys
Charenton — Paris 5,207 106 73.0 5.82 1994
Le Rhone Alpes— Lyon ' 3.657 7s 400 3.71 1993
Lotus Building — Paris 6,024 Y] 48.6 7.07 1977 1998
Croix des Petits Champs — Paris 1,800 - 63.2 477 1972 1908
Rueil 2000 — Paris 7,408 o7 128.0 10,25 1991
Levallois-Perret — Paris 1,708 35 26.6 2,40 1994
Totals 70,881 1,585 992.0 80.8

+ GROUP PROPERTY STRATIGY

Turing 1998 we have net slterad our strategy of acquiring office
buildings in the centre and, western suburbs of Paris and the Part Dieu
area of Lyon, preferably recently built and let to a number of tenants.

Chur objectives are to continue with this acquisition strategy and
maintain cur income streams and manage our investments o
maximise their value. This is achieved through close contact
with tenants by our management team in France and external
Property Managers.

- PROPERTY MANAGEMENT

Our systems are now fully in place and working well. We have built on

a number of existing relationships and established numerous new contacts
in both Paris and Lyon. This has enabled us to maintain a very high level
of occupancy in our buildings, which is demonstrated by the fact that at
year end less than 2% of the portfolio was vacant. Since the year end we
have agreed to let 1,470 square metres (15,823 square feet} of space which
becomes vacant in July 1999 at Forum in Lyon, to another tenant.
Elsewhere in the portfolio we have maintained high Jevels of occupancy
by meeting regulasly with our tenants and understanding their business
needs. This is particularly important in France where the classic lease has
breaks every 3 years operable only by the tenant.

At 3 number of Paris properties we are investing money to make
improvements where there has been neglect by previous owners.
We believe this will enable us to maintain or enhance our rental
income streams, h

.- PROSPECTS FOR 1999

The property market in Paris and Lyon has improved during 1998 and
we hope to have completed our investment programme during the fist
half of 1999. Our aim will then be to capitalise on increasing rents to
enhance the value of our portfolio,
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48, RUE CROIX DES PETITS CHAMPS,
75001 PARLS

ACQUIRED: APRIL 98

NET ANNUAL RENT: £4.77M

SQUM: 1.800

SQUFTY: 19.375

10/ 11

o T Us BUTLDING

41 RGE DU CAPITAINE GUYNEMER.
92400 COURDBEVOIE. PARIS
ACQUIRED: JULY '98

NET ANNUAL RENT: £7.07M

SCLM: 6,026

SQUFTE 64.803
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PETEYTS HOTELS

20-22 RUE DES PETITS HOTELS,
PARIS

ACOUIRED: MAY 08

MET ANNUAL RENT: £2.77M

SO _M: 2.001

SQUFT: 21.538

SANTOS DUMO

23 AVENUE LOU!S BREGUET 78140 VELIZY.
PARIS

ACQUIRED: MAY 98

NET ANNUAL RENT: £225M

SO M: 2885

SQUIFT): 31.054




QuR PROPERTIES GLNERATE AN OVERALD YIELD OF
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OQUR PORTFOLIO COMTRISES 18 H IGH QUALETY
f\'\OD E RN P RO P E RTI E S » S IN LYON AND I3 IN PARIS
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15/21 AVENUE EDCUARD BERLIN.
92500 RUEIL-MALMAISON
ACQUIRED: DECEMBER 93

NET AMNUAL RENT: £10.25M
SQM: 7.408

SQUFTE 79.739

UINOYXE 1

swwrt

| 115 AVENUE DU 8 Mai 1945,

ST QUENTIN EN YVELINES. PARLS
ACQUIRED: OCTOBER 97

NET ANNUAL RENT: £4.77M
SQM: 4.235

SQUFT); 45.585










FOR THE YEAR ENDED 31 DECEMBER 1998

For the five month
period ended
31 Dec
998 1697
furo S0 Euro GO0
Turnover
Net rental income 2,288 2,041
from:
Acquisilions 1LFEE -
Continuing operations 5,553 2,041
Administralive expenses 1,514 1968}
MNet propetty expenses (382} {42}
Operating expenses i2,1 168 {1,010)
Operating Profit &,17Q 1,031
from:
Acquisitions 287 -
Conlinuing operations 5,28 1,031
Interest receivable and finencial Income 558 726
Interes! payable and related charges {2,977} 1822}
Foreign exchange prefil/loss) 57 11,089]
_ Prafit/(Loss) on Ordinary Activities Before Taxation £,32% [154]
Tox on ordinory aclivities ety (1
Profit/{Loss) For The Financial Year 5,687 {165)
Dividends 11,455} {248)
Retained Profit/(Loss) For The Year 2,22 1413)
£arnings per Share w 154 ul0.50]




< LOLIDATED BALANCE SHEET DENOMINAL IN FUROS
AT 31 DECEMBER 1995
piag-r 1997
Sre HOG Euro 000
Fixed Assets
Tongible assets 151,330 75,902
Current Assots
Debtors — amounts falling due ofter more then one year 278 272
Debtors — amourls falling due within cne year 1,430 7,246
Cash al bank and in hand 16,874 26,691
18,559 34,200
Creditors: smounis falling due within one year {11,108} 14,352}
Net Current Assets 7,356 29,857
Total Assets Less Current Liabilities 155,785 105,759
Creditors: omouns falling due cfter more than one year {83,108} (52,877}
Net Assets 46,658 52,882
Capital and Reserves
Called up share copital 13,729 12,380
Share premium account 34,33% 36,226
Revalualion reserve 16,453 4,746
Other reserves 2,510 157]
Profit and loss account §,332 413}
Total Equity Shareholders’ Funds 52,882

6&.588

The Sterling results of Citadel Holdings ple have been converled af synthelic Euro’s rates ruling on 31 December of each respective year

as follows: £1:1.4169 Eure's in 1098, £1: 1.5006 Euro's in 1997,

18/19
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DIRECTORS REPORT

FOR THE YEAR ENDED 3i DECEMBER 1998

The Directors present their report and audiled financial statements for the year ended 31 December 1998, The Chairman’s Statement
should be read in cenjunction with this report.

PRENGIIPAl ACTEVITI

The principal aclvities of the Group during year were Ihe Invesiment in and management of office properties in Paris and Lyon.

Yoo PRINLLE
The consolidated Profil and loss Account of the Group for the year is set ous on page 28. A review of aclivities, resulis for the period
and prospects for the future are included in the Chairman’s Stolement, the Property Review and Financial Review on pages & lo 19,

PR A

Drvifayoige 20721
The Ditectors recommend a final net dividend of 1.7p per share (1997: 0.5p) which, together with the aet inferim dividend of 1.3p
per share poid on 27 November 1998 will make a total net dividend for the year of 3.0p {1697: 0.5p). A scrip dividend
dlternative will be offered and accordingly resclution 8 set oul In the Nolice of the Meesiing af the end of this report gives the

necessary authority.

POPROTERTY PO P
A valuation of alt the preperties in the Group as ot 31 December 1998 was carried out by DTZ Debenham Thorpe which produced
an open market value of £106.8 million/FFR92 million (1967 £50.6 million/FF501 million). On the basis of this valuation
and the exchange rate as ol 31 December 1998 of FFG.294 1o the pound Sterling nel assefs per share amounted to 142.1p
(1697: 106.8p}.

Pl

3 DHRFOTIARS
The Directors who served during the year cre shown on page 4. Biographical details of the non-executive Directors, each of whom
is considered fo be independent and was appointed fo the Board on 23 June 1997, are as follows:

Mark Townsend laged 47) is a fellow of the Royal insiitute of Chastered Surveyers and works for lvery & Sime Asset
Management limiled, where he runs French Property Trust pk, a closed end fund quoted on the london Siock Exchange.
Mark Townsend is the senior nonrexeculive Director and is Chairman of the Audit Commitiee.

Gavin Kelly {oged 31) works for The Benfield Group in connection with the development of their corporate finonce and
investment business. Gavin Kelly is Chairman of the Dividend Commiltee.

Richord lackwood laged 55) is employed by Invesco Private Porfolio Management Limited, where he runs the City Merchenis
High Yield Trus!, which he set up. He is also Chairman of Navan Resources, which is involved in mining activities in Bulgaric, Spein
and Hungary, as well as ¢ direcior of Resolute Limited, one of Australia’s lorger mining companies, and @ director of Invesco
Intesnational Property Portfolic Management limited, Richard lockwoed is Chairman of the Remuneration Committee.

& RFALL TN TOTRCY
The Board delermines the remuneration of oll non-executive Directars alihough none of the non-executive Direclors potticipates in
discussions relating to his cwn remuneration.




DIRECTORS REPORT

FOR THE YEAR ENDED 31 DECEMBER 1998
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As the services of the execulive Direclors are supplied pursuant to the ferms of the Management Agreement with CLSH Management

Limiled referred to on page 50, no salaries, bonuses or other berefils have been provided to any execuiive Director during the year.

During the: year the emeluments of the nen-executive Dirsclors of the Cempany were os follows:

iz 1997

2008 £000

Gavin Kelly 1% 5
Richard lockwood 4] 5
Mark Tewnsend H 5

Fees paid to CtSH Management limited under the Management Agreement which are afiributable to the execulive Direclors time are:

998 1997

fesil] £OC0

Sten Marstedt 3¢ V7
Glyn Hirsch 54 28
Dan Baverstam 73 45

Mo Direclor received ony pension contributions or waived emoluments in respect of the period. The Company does not operale o

pension scheme.

Npire

SHArE wiios

The Board has delegaled to the Remuneration Committee [whose members comprise the three non-executive Directors] the grant of
options under the Compeny’s Executive Share Option Scheme. The exercise of share opfions under the scheme is condilional upon

salisfaction of performance criteria based on the growth in net assels of ihe Company.

il Parliculars of the holding of the Directars of options granied under the Executive Share Option Scheme over ordinary shares in

the Company are as follows:

Mo, of Bo. of Exerdise
Tptions o tapsed Oplions ot price Exercisable
1 danwary during 31 Becember par date of
B8 yoar e share options
Sten Mértsted! 115400 - 115000 i00p 23.07.2000-20,07.2004
Dan Baversiom 115,006 ~- 115,000 00w 23.07.2000-22.07.2004
Glyn Hirsch 115,000 - 115,000 00 23.07.2000-22,.07.2004
345,000 - 345,000 -

1] The number of oplions granted and oplions which lapsed during the year were as follows:

Exerdise Fxemiseabls
price pay poriod of
issued tapsed Shors aption
1998
Executive Share Option
Scheme 30,500 74,000 193.5p ~ 121.0p  15.06.2001 ~ 15.11,.2005
1997
Executive Share Optien
Scheme 465,00¢ 15,000 100p - 102.5p 23.07.2000 ~ 15.11.2004

The middie market price of the Company’s shares af the end of the finoncial yeor was 103.5 pence ond the range of market
prices during the year was between 101.5 pence and 121.5 pence. No consideration has been paid for the graat of any

share oplions.




DIRECTORS REPOR

FOR THE YEAR ENDED 31 DECEMBER 1998

LPRVICE ACRERMEFITR

There are no service agresments between the Company and any of ifs Directors. Each of the Directors was appeinted under o lefter
of appoiniment dated 25 June 1997. The appeiaiment may be terminated ol any time by the Company by nofice in wriling. There
is no provision in any letter of appoiniment for compensation on lermination.

e DEIRTOTORS IMTLFLSTE

The inlerests of the Direclors and their families in the shares of the Company as at 31 December 1998 were os follows:

t danwary 371 Decewmber

ipeg 1498
Credinary Crdinary
Shares sShares
of 33p of 2%p

Sten Méristed! F 23597 7,063,141 22/23
Dan Baverstam 20,600 24,711
Glyn Hirsch 20,557 20,671
Gavin Kelly L OG0 10,000
Richard lockwood - -

Mark Townsend 13,509 18,071

The Company’s Register of Directors’ Interests, which is cpen for inspection of the Registered Office, contains full details of Directars’
shareheldings ond share options.

Bgdnv i AIt i EAL SR AREHAYE ey
ln addition fo the interest of Sten Mérstedt disclosed above, the Company has been nctified of, or is aware of, the following
interests o1 31 March 1999 representing 3 per cent or more of the Company's issued share capital:

MNumdbar of shores Parzentone
C1S Holdings plc 3,077,619 12.32
Equitable Life Assurance Seociety 2,503,938 a.ry
Schroder Smalter Cos Ex UT 2,772,762 2.37
Bank of New Yark (Nom) 1,772,559 535
B F Méristedt 1,679,075 5.07
Chase Nom 1,475,363 506
Direct Nom 1,511,381 4,56
Fidelity Evropean Growth Fund 1,345,308 A4.686
Fidelity European Fund 1301021 .93
Pictet European Assel Valve Fund 1,201,492 3.63
MSS Nom 1.15%.819 3.58

Henderson Property T 1,130,384 s.41
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THE COMBINED CODE

In June 1998 the Combined Code {“the Code”] was published by the London Steck Exchenge. The Code is a combination of the
recommendations of the three committees which have been established in recent years to report on corporate governance in the UK
- the Cadbury, Greenbury and Hampel Commillees, Under the Lisiing Rules of the londen Stock Exchange companies are now
required to include in Iheir Annual Report siatements as to the compliance with the Code. Citadel Holdings plc is an AlM listed
company and therefore not required to comply with the previsions of the Code. However, save as stated below, the Board considers
that the compony has complied with the provisions of the Code since its publication,

Main Board .
The Board comprises three executive and three norexecutive Directors. Each of the non-Execulive Directors are considered by
the Board o be independent of management and free from any business or other relationship with the Company which could
matesially interfere with the exercise of his independent judgement. In response fo the new provisions contained in the Code, the
Board formally nominated a senior independent Director in March 199G,

It meets quarterly and is responsible to the shareholders of the company for the strategy ond future development of the Group
and the active management of its rescurces. Additionally an executive commitlee consisting of senior management meets weekly to
discuss Group issues.

Audit Committee
The Audit Commitiee consisis of the three non-executive Diceclors. The principat dulies of the committee are fo review the halfyecrly
and annual financial statements before Iheir submissien 1o the Board and to cansider any maHers raised by the auditors.

Remuneration Committee
The Remuneration Commiltee consists of the three nomexeculive Directors. The Commitiee is responsible for defermining the terms of
service and remunerotion of the executive Ditectors ond the granting of options under the Company's execulive share option scheme.

Investment Committee

The Group hos established cr Investment Committee which comprises one executive Director and two nemrexecutive Direciors. The
duties of the Investment Commitiee are to assess investment opporiunifies presented to the Compony by CLSH Mcnagement Limited
under the terms of fls Mancgement Agreement with the Group, to make recommendalions o the Board regarding ony investment
opportunity, and 1o review the performance of CLSH Management Limited under the lerms of the Management Agreement.

Dividend Committee

The Boord has established o Dividend Committee which comprises the three norvexecutive Direciors. The dufies of the Dividend
Commiltee are to make recommendctions to the Board regarding the level of laterim and Final Dividends and to ensure that the
Company maintains on inifiol focus on capital growth and following fult invesiment that o progre-ssive dividend policy is pursued.

As the Board comprises only six directors and the market cagitalisation of the company is relatively modest the Board has decided nof
fo appoint & Nomination Commiitee for the fime being. Any appointment to the Board will instead be considered by the full board.

Shareholder Relations
The company issues full annual accounis to each of iis shareholders and at the halfyear an interim repori is sent 1o all shareholders.
In addifion all press releases ore copied 1o each sharehalder.

The Chairman and the Chief Executive have regular meefings with instilutional shareholders.

Internal Control
The Board acknewledges that it has o responsibilily to employ procedures and controls to safeguerd the compony’s funds and the
consequences of any negligence,fraud, material misstatement or loss.

Whilst ackrowledging this overall responsibility, lhe company's day lo day operating responsibililies have been delegated to
CLEH Management limited under the lems of the Mancgement Agreement wilh that company. CLSH Monagement limited is a
subsidiary of CLS Holdings plc, whose Directors have reviewed the effectiveness of its internal financial control. The Board has nat
reviewed the application of the Code by C1$ Holdings plc in 1998 neither has it reviewed the effectiveness of ils own infernal control
ot intemnal financicl contrel, but intends to do so later this year after guidance has been made available by the Institute of Chartered
Accountans for England and Wales commitiee on the precise requirements of the Code in relation lo internal contral.,




DIRECTORS REPORTY

FOR THE YEAR ENDED 31 DECEMUBER 1998

GOl CONCERN
The financicl stalements which appecr on pages 28 to 50 are prepared on a gaing concem basis as, ofter making appropriate

enquiries, the Directers have o reasonable expectation thel the Group has adequate resources lo continue in operational existence
for the foreseeable future.

P SHART DARIT AL

Changes in share copital are shown in note 18.

Three resolutions relaling to share capital will be proposed at this year's, Annual General Meeting.

In relation to the Directors’ outhority 1o allot shares, resolution & sel out in the Notice of Meeting an pages 53 to 54, authorises
the Disectors 1o ollot all relevant securities in the authorised share capital of the Company which are unissued af the date of the
meeting. Resolulion 7 empowers the Directors o allot the unissued shares in four circumstances: to all members pro rata, pursuant to
the Company's Executive Share Oplion Scheme, pursuant 1o the Warrant Agreement with CLS Holdings ple, or otherwise, up to ¢
meximum nominal amount of £413,875.

Resclution @ gives autherity 1o the Company fo purchose up to 10% of its Ordirary Shares. The Direciors have o current
intention of using this authority and it would only be exercised if they considered it to be in the best interests of the shereholders,
teking info account the Company's cash resaurces, capitai requirements, cnd the effect of any purchase on earnings per share.

These powers will be valid until the Annuai General Meetfing of the Company o be held in 2000 or unfil 25 August 2000,
whichever shall be the earlier.

24725

PTOBUFFLIFR PAYMENME POILLY .

The Group agrees payment terms with ifs suppliers when it enters into binding purchase contracts. The Group seeks to abide by the
paymenl terms agreed with suppliers whenever 1t is safisfied Ihat the supglier hos provided the goods or services in cecordance with
the agreed terms and conditions. At the end of the year trade crediters were owed the equivalent of 8 days (1997: 16 days) tolel

invaices received for the yecr as a whole.

o CTHARITABL FREBUNEG M

No charitable contributions were made by the Group during the period.

INGiIR GERICTO Y
The Group mainains insurance for the Compeny's Directors in respect of their duties s Directors.

TEFTHAER T
Qur auditors, Coopers & lybrand merged with Price Watethouse on 1 July 1998, following which Coopers & lybrand resigned and
the directors appointed the new firm, PricewaterhouseCoopers, as auditors. A resclution to reappoint PricewaterhouseCoopers as
auditors fo the company will be propesed at the fortheoming annual general meeting.

By Crdey&f the Board

T) Thomson
Company Secretary

20 Apiil 1999




STATEMENT OF DIRECTORS FINANCIAL RESPONSIBILITIES

The Directors are required by UK company law to prepare finoncial statements for each financial year thot give & Irue and fair view of
the state of affairs of the Company and The Group as at the end of the financial year and of the profit or loss of the Group for that peried.

The Directors confirm thet sultable accounting policies have been used and applied consistently and reasonable and prudeni
judgements and estimates have been made in the preparation of the financiel statements for the period ended 31 December 1008, The
Directors also confim that applicable accounting standards have been followed and that the stolements hove been prepared on the
going concem basls.

The Directors are responsible for keeping proper accaunting records, for safeguarding the assets of the Company and of the Group
and hence for toking recsonable steps for the prevention and detection of froud and other inegularities.

By Order of the Boord

Company Secrelory

20 Agril 1999




REPORYT OF THE AUDITORS

TO THE MEMBERS OF CITADEL HOLDINGS PLC

We have cudited the financicl slatemenis on pages 28 to 50 which have been prepared under the histaric cost conventien, as medified
by the revaluation of properties, and the accounling policies set out on pages 33 1o 34.

REAPEV TR E B GNCERITITING O DIRED

: LOATHEY AHIMTORS
The directors are responsible for preparing the Annual Reper, including os described on page 26, the financial statements. Our
responsibilities, as independent auditors, are established by slatule, the Auditing Practices Board and our profession’s ethical guidance.

We report to you our opinion o5 1o whether the financial stotements give a tue and fair view ond are properly prepared in
accordence with the Companies Act. We also reporl 1o you i, in our opinien, the directors’ report is not consislent with the financial
sletements, if the company has not kept proper accounting records, if we have aot received ¢ll the information and explanations we
require for cur oudit, or if information specified by law regarding directors’ remunerction and lransactions is not disclased.

We read the other information centained in the Annual Repert and consider the implications for our report Tf we become aware of
any apparent misstatements or material inconsistencies with the finoncial stetements.

We also, ol the requesi of the Dirsctors {because the company applies the Stock Exchange listing wles as if it Is a Listed Company), 26727
review whether the stctement on page 24 reflects the comgonies complience with these provisions of the combined code specified by the
stock exchange for review by auditors of listed companies, and we report if it does not. We are not required to form an opinion on the
effectiveness of the company's or group’s corporate governonce procedures or its interaal controls.

HS NF GPLION

Woe conducted our audit in accordance with Auditing Stendords issved by the Auditing Praclices Boord. An audit includes examination,
on a lest basis, of evidence relevant to the amounts and disclosures in the financial siclements. If afso includes an assessment of the
significant eslimates and judgements made by the Directors in the preparation of the financial statements, and of whether fhe accounting
policies are appropriate to the Company's circumstances, consislently applied and adequately disclosed.

We planned and performed our audit so as fo obilain all the informalion and explonations which we considered necessary in order
to provide us with sufficient evidence lo give reasonable assurance thet the fincnciol slatements are free from material missiatement,
whether caused by fraud or other irregularity or error. I forming our opinion we also evaluated the overall adequacy of the presentation
of information in the financiat statements.

LN TON
In our opinion the financial stalements give o true and fair view of the siate of affairs of the Company and the Group ot 31 December

1998 and of the profit, and cash flaws of the Group for the year then ended and have been properly prepared in accordance with the
Companies Act 1985.

PricewaterhouseCoopers
Charlered Accountants and Registered Auditors
London

20 April 1999




CONSGLIDATED PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED 31 DECEMBER 1998

For the five monh

period ended
31 Dec
hiiad 1997
Notes ¥ £000
Turnover 2
Net renlal income 5,848 1,360
represented by:
Acquisitions 1,225 -
Continuing operations 5,623 1,360
Administralive expenses 11,280 {645)
MNet property expenses (213} {28)
Operaling expenses {5,493} [673)
Operating Profit 3 4,355 &87
represented by:
Acquisitions &&63 -
Continuing operaiions 3590 687
Interest receivable and financial income 391 484
Interest payable and reloted charges 4 {2,167} {548
foreign exchange profit/[loss) 405 (726
Profit/(Loss) on Ordinary Activities Before Toxation 6 2,050 [103)
Tex on ordinary activilies 8 {469} 71
Profit/(Loss) For The Financial Year ? 2,581 {310
Dividends 0 {1,013} 1165}
Retained Profit/{Loss) For The Year 20 1,568 {275)
Earnings per Share 11 7.81p [0.33)p
Diluted Earnings per Share n [- {0.33)p

(e j

-




CONSOUIDATED BALANCE SHEET

AT 31 DECEMBER 1998

998 1697

Notes 2060 £000
Fixed Assets
Tangible assets 12 166,730 50,581
Current Assets
Debtors — amounts falling due after more than ane year 4 195 181
Debtors ~ amounts falling due within one year la 9935 4,829
Cash ot bark and in hand 151,909 17,787

13,099 22,797 2829

Creditors: amaunis folling due within one year 15 17,858} {2,900]
Net Current Assets 3,263 19,897
Total Assets Less Current Liakiiities 112,082 70,478
Creditars: omeunts falling due after more than one year ) 168,007} [35,237)
Net Assets 47,045 35,241
Capital and Reserves
Called vp share capital g 8.278 8,250
Share premivm account 20 24,232 24,141
Revaluation reserve 20 11,612 3,163
Other reserves 20 &30 {38}
Profit and foss account 20 1,293 {275)
Total Equity Shareholders’ Funds 47,045 35,241

The financial statements on pages 28 to 50 were approved by the Board of Direclers on 20 Aprit 1999 end were signed on its behalf by:

Mr 5 A Maristedt W
Director

Mr G V Hirsch \\)\'\J ‘/\
Director 1




CONSCOLIDATED CASHEFLOW STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 1998

For the five month

petiod ended
31 Dec
1998 1697
Netes 2000 £000
Net cash inflow from operating activities 21 5,439 1,276
Returns on investments and serviding of finance
Interest received 391 484
Interest paid {1253 1293
Debt arrangement fees paid {120} 1688)
Interest rafe caps purchased {72} {108)
Foreign exchonge loss - (446
Net cash cutflow from returns an investments and servicing of finance {3,704} [1,051)
Taxation puid 93} 171
Capital expenditure
Purchase and enhancement of properties {16,179} {29,485)
Purchase of other fixed assels {56} [y
Net cash outflow from capital expenditure $16,175}) {29,496)
Acquisitions
Purchose of subsidiary undertakings 12230 (510}
Cash acquired with subsidicsies 1.670 168
Net ¢cash outflow for acquisitions {20,551} {342)
Equity Dividend paid (295 -
Cash outflow before munagement of liquid resources and financing {34,589 129,620}
Management of liquid resources*
Cosh released/[placed) on short term deposits 8,040 113,924)
Net cosh inflow/(outflow) from the management of liquid resources &840 {13,924)
Financing
lssue of equity share capital - 26,668
Expenses paid in connection with shore issue - 1609)
New loans 21,191 22,382
New finance lease 2,814 -
Repayment of loans i5,2948) (1,034}
Net cash inflow from financing 28,711 47 407
Increase in cash 22 162 3,863

*liquid resources are shorl term deposits or current osset investments that are readily converlible into known amounts of cash.




STATEMENT OF TOTAL RECOGNISED GAINS & LOSSES

FOR THE YEAR ENDED 3! DECEMBER 19938

for the five month

peried ended

31 Dec

1998 1967

£000 £000
Profii/{loss) for the financiai yvear 2,581 {119)
Unreclised surplus on revaluation of properties 8,243 3,163
Curiency translation differences on foreign currency net Investments 1,874 1427}
Other recognised gains reloling fo the year 017 2,736
Tolst recognised goins and losses for the year 12,4698 2,626

30731
RECONCIDIATION OF MOVEMENTS IN SHARLHOQIDERS FUNDS
FOR THE YEAR ENDED 31 DECEMBER 1998

For the five: month

period ended

31 Dec

1993 1967

2000 £000
Profit/[Loss) for the financial vear 2,581 1110)
Dividends {1,013} {145)
Retained Profit/|loss) for the vear 1,568 [275)
Olher recognised gains relating to the year 10,1V7 2,736
New share copilal issued 119 33,000
Expenses of shore issue - 1669}
Goodwill written off - 389

Net additions to shareholders” funds 11,8048 35,241

Opening shareholders’ funds . 35,241 -

Closing shareholders’ funds 57,045 35,241




COMPANY BALANCE SHEET

AT 31 DECEMBER 1998

1993 1697
Notes 0G0 €000
Fixed Assets
Tangible Assets iz 3 &
Investmenis i3 5,978 4,185
3.582 4,191
Current Assets
Debtors — amounts falling due within one year 14 27,318 22,160
Cash al bank and in hond ara 6,702
27,693 28,862
Creditors: amounts {alling due within one year 15 {%,147} 1528)
Net Current Assets 24,566 28,336
Net Assets 32,528 32,527
Copital and Reserves
Called up share capitol 12 5,278 8,250
Share premium account 20 24,282 24,141
Profit and loss account 20 18 136
Total Equity Shareholder’s Funds 32,528 32,527

The financial statements on pages 28 lo 50 were approved by the Board of Directors on 20 April 1999 and were signed on its
behalf by:

Mr § A Mrtstedt
Director

Mr G V Hirsch \_\,\j 5 J\
Director



NOTES TO THE FINANCIAL STATEMENTS

AT 31 DECEMBER 1998

PRENCIPAL ALOGUENT G

The financial statements hove been prepered in cccordance with applicable Accounting Standards in the United Kingdom. The
principal aceounting policies, which have been applied consistently are set out beiow.

{a)

(b}

(e}

(4}

{e)

n

Basis of preparation

The financial slatements are prepared under the historical cost convention medified fo include the revaluation of investment
propetties held os fixed assets. FRS11 “Impairment of fixed assets and goodwill™ has been adopied early, but has no impact on
the results of the Group, FRS12 “Provisions, conlingent licbilities and contingent assets™ has been adopted eorly but hos no
impact on the resulls of the group. FRS13 "Derivatives and other financial instruments” has been adopted sarly by the Group.
Further, FRS14 “Eamings per share”, has been adopted and, consequently, basic and dituted eamings per share have been
caiculated in accordance with the new methodology. Comparclive basic and diluted eamings per share for 1997 have been
recateulated on the same basis.

Basis of consolidation

The Group financial statements cansclidate the occounts of Citadel Holdings ple and alf its subsidiary undertakings diawn up
to 31 December each year. Four Group companies have different balance shest dates to Citadel Holdings ple including SA
Euler and SA Petits Champs at 31 May and SA Sutol and SA Solabel at 31 October. No profit and less account is presented
for Citadel Heldings plc as permitted by Section 230 of the Companies Act 1985.

Goodwill

Goodwill represents the excess of purchase consideration for businesses and subsidiory underlakings acquired over the
attributable net asset value at the date of acquisition. In the past, Goodwill was written off to other reserves in accerdance with
SSAP22 “Acceunting for geodwill”, In circumstances where the purchase consideration was less than the alfributable net asset
voive at the dote of acquisition, the difference was trecled os o “reserve arising on consclidation” and was included within
other reserves. In future goodwill will be capitalised and amertised over o pertod not exceeding 20 years in accordance with
FRS10 "Goodwill and intangible assets”.

Foreign currencies

Transactions in foreign currencies ore recorded at the rate wling of the date of the konsoclion, Assets and liabilities
denominated in foreign currencies are trenslated into sterling af rates of exchenge ruling at the end of the financiol year, and
the accounls of overseas subsidicries are transloted ot the same rates, Differences on exchonge arising from the retranslation of
the opening net invesiment in subsidiary companies are faken 1o reserves. All other exchange differences are declt with through
the profit and loss account.

Turnover

Turnover comprises the fotal value of rents receivable under operafing leases, including reverse premiums paid by tenanis on
surrender of leases, and propertyrelated services provided during the year, excluding VAT and iniro-Group trading. Rents
received in advance are shown as deferred income in the belance sheet.

Income from property sales
Profits or losses arising from the sale of invesiment properties are included os part of the operating profit of the Group. Profits or
losses arising from the sale of invesiment properties are calculated by reference to their carrying value.

32733



NOTES TGO THE FIN

AT 31

DECEMBER 1998

ANCIAL STATEMENTS

PRINSIFAL ACUVGUNTING PO wontinmm

(g} Properties

th)

{®)

[0}

tk}

i) Investment properties
Invesiment properties are revalued onnually and stoted al their cpen market value. Surpluses or deficits arising on
revcluation are reflected in the revaluation reserve. Revaluation deficits which exceed the total of the revaluation reserve
are charged 1o the profit and loss account.

i) Acquisition and disposal of properties
Acquisifions and disposals of assels are considered 1o hove aken place where, by the end cf the accounting peried, there
is @ legally binding, unconditiono! and irrevocable contract. Profits or losses on sales of invesiment properties are
calculated by reference to their carrying volue.

Depreciation

i)  Investment properties
Frechold
In accordonce with Statement of Standard Accounting Practice No 19 no depreciation is provided on eompleted frechold
investment properties. The requirement of the Companies Act 1985 is Io depreciate all properties, but that requirement
conflicts with the generally accepled accounting principle set out in SSAP 19, The Direclors consider that, as these
properlies are nol held for consumption but for investment, to depreciate them would not give a true and fair view, ond that
it is recessory lo adopt SSAP 19 in order to give o true and fair view. Depreciction or amoriisolion is one of the many
factors influencing a property valualion and 1f depreciation or amortisation. might have been charged, it is not possible to
identify or quantify this separately.
leaseheld
No amortisation is provided on long leasehold properties with wnexpired terms of more than 50 years, teasehold
properties having unexpired terms of less than 50 years are amertised so as to write off their cost or valuglion over the
unexpired pericd of the lease. For the reasons oullined above for freehold properfies, we do nol depreciate long feasehold
properties,

#) Other tangible fixed assets

Deprectation is provided on oll fixed assels other than investment properties, al rales colculated to write off the cost, less
estimaled residual value of ecch assel evenly over its expected uselul life, as follows:

teasehold improvement over period of lease

Plant and machinery 20% - 25%

Deferred taxation

Deferred toxation is provided on the liobifity methed on all timing differences to the extent thal they are expected lo reverse in
the future without being replaced.

Leases

Finance leases ore capitalised and depreciated over the shorler of the lease terms and the useful fives of equivalent owned
assels. lease payments are treated as censisting of capital ond inferest elements. Interest is charged 1o the profit and loss
account. Operating lease renlals are charged whelly to the profit and loss cecount as incurred.

Financial instruments

Interest rate caps .
The premium paid for interest rate caps is held within debloss on the balance sheal and amortised over the period of Ihe cap.

Loan costs
Loan cosls are deferred against the loan liability ond amortised over o period of 15 years.




NOTES TO THE FINANCIAL STATEMENTS

AT 31 DECEMBER 1998

FOECMENTAD RERGRITEG
Profit/{loss)
Turnover for belore tox for
the five month the five moath
pericd ended Profilfiloss) period ended
Ternovor 31 Dec hafore tax 31 Deg Mat asgts Nel assels
1908 1907 1998 1997 wes 1607
£600 £000 £000 £000 ele +3 EQOO
Geographical analysis
France 5,848 1,360 3,05G (103) 47,045 35241
The major activity for the year to 31 December 1998 was property invesiment.
3 CPIRAT iR
968 1097
L4060 1998 1398 £000 1997 1697
Lonfinving £00T £000 Continving £000 £000
aperations Asgulsbions Total operalions Acguisitions Totol
Property and other income 4,623 1,225 5,848 1,360 - 1,360
Operating expenses
- Administrative {770} {310} 13,280} (645} - [645)
- Net property (148} 503 1213} (28} - (28}
Operating profit 3,690 S63 4,588 687 - 687
4 I LOANDY HELAFIL D A ROLE
Fer the five month
period ended
31 Dec
w09 1997
£GR0 £000
On bank loans 2,101 548
b3 LR ECTORS PAODLUMINIS, SHARL St PR AND LICTRESVS BN O 1 iNA#y LHARES

Information relating to Direclors’ emclumerts, share aptions and inlerests in ordinary shares are given In the Direclors report on

pages 21 to 25.
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NOTES TO THE b}

ANCTIAL STATEMENTS

AT 31 DECEMBER 1998

PROPITAOuO88 G0 GROINARY AOTiVITIEY BYFORF TAXATION
For the five month
peticd ended
31 Dec
swa 1997
L0080 £000

This is stated after charging:

Auditors’ remuneration [Company £8,000) 84 57
Depreciation of tangible fixed assets 12 1
Directors” emoluments [see note 5 page 35) 164 105

Fees paid to the auditors in respect of other sewvices were £64,056. {1997: £62,000)

PRMPLOVEL INPORMAY

The average number of persons emplayed by the Group including executive Directors and their aggregate emoluments was os

follows:

wWes

1997

(@) Number of employees

&

5

For the five month

petiod ended
31 Bec
W8 1907
£GH0 £000
(b} Costs

Salaries 122 i4
Social security L2 4
131 18

FAX G QRAINASY A0 s
For the fve month
petiod ended
31 Dec
3958 1997
000 £000
United Kingdem corporation tox ot 31% {1997; 31%) 362 -
Cverseas laxation 07 7
469 7

The taxation charge for the year has been reduced by oversess jax losses brought forward in companies acquired by the Group and
by depreciation allowances on French properties held os invesiments. In accerdance with the Group’s accounting policy, no deferred
tox has been provided in respect of depreciation allowances as there is no present infention lo sefl any of the investment properiies.



NOTES TO THE FINANCIAL STATEMENTS

AT 31 CECEMBER 1998

PROFIT FOR THE FINANCIAL YEAR

As permilted by Section 230 of the Companies Act 1985, the pareni Company's profit and loss account has not been published in

these finoncial statements. The parent Company's loss for the financiol year was £117,767) {1997: profit £300,746).

DIVIDENDS
Pence Pence
per 1998 per 1967
share £000 shore £000
Dividends on ordinary shares:
Interim paid 1.3 430 - -
Final proposed 1.7 563 0.5 165
1997 scrip enhancement 20 -
3.0 1,013 0.5 165

EARNINGS PER ORDINARY SHARE

The caleulotion of earnings per share on the net basis is based on the profit on ordinary aclivities afler faxation ond on 33,065,116
{1997 33,000,000] ordinary shares being the weighted average aumber of ordinary shores in issue ond ranking for dividend
during the year, The Diluted earnings per share calculation has been adjusted for the weighted average number of potential ordinary

shares in issue during the year,

Weighted Woeighted
average 1998 avercge 1997
Earnings number Earnings Earnings nurmber Earings
£000 of shares per share £000 of shares per share
Basic EPS
Earmings attributable to
ordinary shareholders 2,581 33,065,118 7.81p {110} 33,000,000 {0.33lp
Effect of dilutive securities
Warrant options exercisoble ((,ooqge -
Share opfions exercisoble 34,581 L}__( 3,956
Execulive share options exercisable 47,322 4,001
Diluted sarnings 2,581 4171‘4770"79 éﬂip [110) 33,007,967 {3.33lp

Ga I

(G gomase |

36437



NOTES TO THE FINANCIAL STATEMENTS

AT 31 DECEMBER 1998

3OUANGIRIF FINEIY ASvEin
i inve:
freehold leaschold Plaa and
prepedty property mgchinery Yotal
£053 200 £800 £600

Group
Cost or vatuction:
Opening balance 41,681 8,800 it 50,582
Additions 44,632 - 56 44,688
Exchenge differences 2,711 578 - 3,289
Surplus on revaluation 7059 1,184 - 8,243
At 31 December 1998 94,683 10,652 67 166,402
Depreciation:
At 1 January 1998 - - ] i
Charge for the year - - 12 12
At 31 December 1998 - - 13 13
Net book value ot 31 December 1998 96,083 10,652 54 106,789

la) At 31 December 1998 oll freehold and leasehold properties owned by the consolidoted Group were revalued of their open
market value taking into account their condition and lenancies existing at that date. The property valuations were carried out by
DTZ Debenhom Thorpe, an independent firm of Chadered Surveyers, in compliance with the Praclice Stalemenls contalned
within the Appraisal and Valuation Maonusl prepared by the Royal Insfitute of Charlered surveyars.

{b) The historical cost of the freehold ond leosehold investment properties included o valuation is £95.1 million {1997: £ 48.7 million).

{c) All leasehold properties cre held under iong leases,

[d) The holding Company has plant and machinery with a net book value of € 4,226 [1697: £5,836 {cost £6,040]].

POANY
Tated Totgl
998 1997
2600 £000
Company
Subsidiary undenakings:
Al 1 January 1998 4,185 -
Additions 1,793 4,185
Cost at 31 December 1998 5,978 4,185

Alist of subsidiary undertakings is shown in Nole 29.



NOTES TO THE FINANCIAL STATUMENTS

AT 31 DECEMBER 1998

i [PEBYORA
Group Gioup Company Company
e 1997 1998 1997
£020% £000 OO0 £000
Amounts falling due after more thon one year
Other debiors 195 181 - -
Group Growp Company Company
weR 1997 098 1997
SO00G £000 £000 £000
Amounts falling due within one year
Trade debtors 57 85 - -
Amounls owed by subsidiory underakings ~ - 2¥,24% 21,981
Advance corporation fax recoverable - 41 - 4]
Other debtors RI7 76 1t -
VAT recoverable 44 4,517 44 3]
Prepayments ond accrued income &7 110 13 107
395 4,829 27.33% 22,160
e NS N T
Group Group Lompeny Company
998 1997 1995 1997
2000 £000 2606 £000
Interest bearing:
Bank loans 2,789 1,268 - -
Obligations under finance leases 144 - - -
Non interest beering:
Trade creditors 58 76 20 23
Amounts owed to subsidiary undestakings - - 5 5
Advance Corporation fax payable 108 41 08 4%
UK Corporation tax payable %38 - 238 -
QOverseas taxalion payable 31 - - -
Other taxes and secial security 3% 51 - -
Cther credilors 3,068 684 102 103
Accruals and deferred income 731 615 11t 189
Dividends payable 563 165 563 165
7,638 2,900 1,147 526

Delails of bank loans and other loans are shown in Note 25.
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NOTES TO THE FINANCIAL STATEMENTS

AT 3! DECEMBER 1998

)

CEERITORS, AMaUunNTY FALLING DHY 28T mond

THEATS 4™ Y EAR

Geoop Group Company Company

§998 1997 1928 997

2508 £000 2000 £000

Bank loans - 62,337 35,237 - -
CObligations under finance leases 2.670 - - -
&5, 0067 35,237 - -

A maturity analysis is provided in note 25d).

DEFFRREDY ToXaTIONN

Mo provision has been made for further tax which could arise if subsidiory or associated undenckings or investment properties
included in fixed assets, are disposed of and the proceeds remited fo the UK, or if overseas Companies were to remit dividends to
the UK. There is no present intention o take any of these actions.

SHaRE SAPETAL

1995 1997
2600 £000
{a) Au}horised and issved as ot 31 December 1998
Autherised
52,000,000 Ordinary Shares of 25 p each 13006 13,000
Alloted, catled up and hully peid
33,000,000 Ordinary Shares of 25 p each - 8,250
33,110,034 Crdinory Shares of 25 p each 8,278 -
Mumber of
fominal Ordinery
value Shares of
£000 25p sach
{b) Allotments of issued capital
Opening share capital 8,250 33,000,000
Aliotted in lieu of 1997 final cash dividend 28 110,034
8,278 33,110,034




NOTES TO THE FINANCIAL

AT 31 DECEMBER 1998

i

$OIN LHARES OF GPIADEL

STATEMENTS

POLNINGS FLG

Detoils of options in shares of Citedel Holdings ple are given in the Directors’ Report at page 22.

SHEARE FRIMIUM ACTOUNT AND RINERVIS

Share
grotaiun: Revalugrion Orther Profiy and
TeHLn? reserve reserves {o3s micount
£eo0 £000 el 2000
Group
At 1 Januory 1998 24,141 3,163 (38} 1275
Exchonge difference - 206 1,668 -
Issue of shares - Placing gl - - -
Unrealised surplus on revaluation of properties - 8,243 - -
Retained profit for the yeor - - - 1,568
At 31 December 1998 24,232 11612 1,630 1,293
Company
Al Y January 1998 24,14} - - 136
Issue of shares - Placing lssue Q1 - - -
Relained loss for the year - - - 1118}
At 31 December 1998 $2,232 - - 18

LN IATION O F OGPFRATING

PR

TOOMET AvH INTLOW FROAM OPFRATIGC ATV s

For the five month

period ended
31 Dec
1998 1997
£060 £00C

Continuing activities
Operating profit 5,355 687
Depreciation 12 1
Decreese in deblors 359 45
Decrease]/Increase in craditors {297} 543
Net cash inflow from operaling activities 4,429 1,276

407 4F



NOTES TO THE FINANCIAL STATEMENTS

AT 31 DECEMDBER 1998

Py

AGALYSID O NET DEPRT

¥ Joen 3% Dex
o8 Cashiow 1998
£000 2000 2500
Net cash:
Cash at bank and in hand 17,787 {5,878} 11,909
less: deposits treated as liquid resources {1a,924) 6,048 £7,884)
3,843 162 4025
liquid resources:
Deposils included in cash 13,924 (6,048} 7,884
Debt:
Debts falling due within one year {1,288} {1.865) {2,953}
Debts falling due after more than one year {35,237} 129,770} {65,007}
{36,505} {31,485} (67,040}
Net debt {1,718} {37,313) {56,031}
Analysed in Balance Sheet:
Cash ot bask and in hand 17,787 {5,678} 11,509
Debts falling due within one yeor {1,261 {1.665} 12,933}
Debis falling due after more than one year {35,287} {30,770} (65, 007}
{18,718} {137,313} {86051
G RECONDILATION GF NET DA%H #1OW TO MOVEAMENG I8 NFT REST
Fexr the five month
peticd ended
31 Dec
1998 1097
L4000 £000
Increase in cash in the period 162 3,863
Cash loutlow)/inflow from [increwse)/decrease in liquid resources {6,080} 13,924
Cash inflow from increase in debt (26,223} (20,679)
Changes in net debt resulting from cosh flows {32,100 {2,892
lean acquired with subsidiary {2,364} {16,710
Translation difterences {2,848} 884
Net debt at 1 January {18,718} -
Nel debt ot 31 December 1908 156,031) {18,718)




NOTES TO THLU FINANCIAL STATEMENTS

AT 31 DECEMBER 1998

TiOUHANGES IN FENANCING
For the five month

period ended

31 Dec

e 1997

2000 £000

{a) Loan finance

Balance brought forward 36,508 -

Net cash nflow 23,533 21,348

Loans of subsidiary underntakings acquired during the year . 2,364 16,710

New finonce lease 2,514 -

Debi arrangement fees poid {3170} {688)

Amortisation of deferred loan costs 46 19

Foreign exchange movements 2,848 {884}
47,940 36,505 42743

for the five month

petied ended

31 Dec

oed 1607

faied £000

{b} Share capital {including premivm)
Bolance brought forward 32,391

Shares issued lor cash - 26,668
Expenses of share issue - 1609
Shares issued for non cash consideration 11% 6,332
Balence carried forword 32,510 32,391

T AV

On 1 April 1998 the Group acquired the whole of the issued share capitcl of SA Petits Champs lor @ cash censideration of
£6,697,912. Pelits Champs had net profits of FF 756,424 from 1 Jonvary 1998 uatit 1 April 1998, the effective date of purchase
11998: Full year profit FF 4,597,557]. Net profil included in the Group results following acquisition was £276,763 (FF 2,720,608).

On 29 May 1998 the Group acquired the whale of the issued share capital of SCi Velizy C and SCI Vefizy D for a cash
consideration of £45,220. SCI Velizy C and D had net profits of FF 4,174,073 [including exceptional loan write off income of FF
3,380,554 from 1 January 1998 until 26 May 1998, the effective dote of purchase [1998: FF 4,870,117 full yeor prefit). Net
prafit included in the Group's results following acquisition was £70,807 [FF 695,844}

On 30 July 1998 the Group acquited the whole of the issued share capital of SAS Charenton Bercy for a cash censideration
of £5,297,798, Charenlon Bercy had net profits of FF1,489,549 from 1 January 1998 until 30 July 1998, the effective dete of
purchase [1998: FF 3,366,514 full yeor profit). Net profit included in the Group's results following ccquisition wos £203,639
IFF 2,001,792}

On 31 July 1998 the Group acquired the whole of the issued share copital of SA Solabel for @ cosh corsideration of
£7.815,792. SA Solabel had nel profits of FF 381,880 from 1 Jonuery 1998 until 31 July 1998, the effeciive date of purchase
[1998: FF 2,129,957 lull year profif). Net profit included in the Group's resulls following acquisition was £63,962
{FF 628,753},

The Group has vsed acquisition accounting 1o account for all purcheses,



NOTES TO THE FINANCIAL STATEMENTS

AT 31 DECEMBER 1998

24 ACQUISITIONS «woNTiNuem

35

The fair value of the assels and liabilities of the subsidiories {none of which are individually material} acquired as ot the date of

aequisition are set oul below:

Book Fair value

value Revaluation 1998

£000 £000 £000

Tangible fixed assets 21,774 990 22,7564
Debtors: amounts due after one vear - - -
Debtors: amounts due within one year 358 - 354
Cash at bank 1,670 - 1,670
Creditors: amounts falling due within one year [2,566) - {2,566)
Creditors: amounts due clter one year (2,368} - {2,364)
MNet assets 18,868 990 19,858

The assets and liabillties of the companies acquired were historically carried ot fair value with the exceplion of freehold and
leaseheld property which, under French accounting policy, is stated at cost less depreciation. All properties were revalued on
acquisition, to comply with group policy, producing an increase in bock value of £990,345.

FINANCIAL INSTRUMENTS

a} Short-term debtors and creditors

Shorterm deblors and creditors have been excluded from all the following disclosures, other than the currency risk disclosures.

b} Interest rate risk of financial assets

The following table provides an analysis of the Groups financial assets as at 31 December 1998. The interes! bearing assets

have been split into principal currencies.

Cash at Cash at
bonk and Short-term Total beank and ShorHerm Total
in hand deposits 1998 in hand deposits 1907
£000 £000 £000 £000 £000 £000

Currency

Steiling 215 1,022 1,237 Q56 6,548 7.504
French Feanc 3,810 6,862 10,672 2,907 7,376 10,283
Total 45,025 7,884 11,909 3,863 13,924 17,787

Short term deposils in sterling are ploced with bonks on @ one week rolling basis and earn interest on ¢ flocling rale of an
average of 7 per cent. Shos lerm deposits in French Francs are placed with barks on @ one week to ene month rolling basis
and earmn interesl on o floating role ot an overege of 3.25 per cent.

In addition the following other financiol assets were held:

1998 1997
£000 £000
Interest rate caps 262 206
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Interest rate risk profile of financial liabilities

The following tables provide an analysis of the Groups inleres! rate risks in refation 1o s financial lickiliies cs a1 31 December
1068, These are analysed 1o show separately those liobilities at fixed interest roles and those of floating interest rates os

follows:
iy Eloating rote Fined rode Floating rote Fixed 10te
Frnontiol finaneic Tatal linancicl financiol Total
liahilities liabilities 1998 liobilies ligbilities 1997
£000 £000 L0056 £000 £000 £0C0
Currency
French Franc:
Financial liabilities 66,336 2,406 68,742 34,802 2,331 37,133
Deferred financing charges {773) {29} 1802) 1599] {29) {628])
At 31 December 65,563 2.37F &7,940 34,203 2,302 34,505

All of the Group's creditors falling due within one year {other than bank and olher borrowings} are excluded from the above tables
sither due 1o the exclusion of shortterm items or because they do not meet the definifion of o financial liabiity, such os tex bakances.

i) Fixed rote
{incorclul Hobrfiries
Fined rate Weighted
Hawreiat fuhilities aRrrage
Weightad average peviod for which
interest rote yote is fiked
A Yours
Currency
French Franc:
Financial licbilities 5.67 14
At 31 Docember 1998 5.67 i4
French Frenc:
Financial liabilities 5.67 i5
Al 31 December 1997 5.67 15

Floating rale financial liabilities bear inlerest at rales, based on relevant national PIBOR equivalents, which are fixed in advance

for pericds of between one month and six months.

44745
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Maturity of financial tighilities
The following table provides o moturity analysis of the Group's financial liabililies, other than short lerm creditors such os trade
eredilors and accruals os at 31 December 1908 as follows:

Fincunce Yeshart Finance Total

et fenses el Debi lecses 1967

2604 piaH U] ong £000 £000 £000

Within 1 year, or on demand 2,789 144 2933 1,268 - 1,268
Between 1 and 2 years 3,640 150 3,830 5,251 - 5,251
Between 2 and 5 years 104,018 P 371 19,506 4,585 - 4,585
Ower 5 years 46,441 3,033 51,473 26,029 - 26,069
55,928 2,816 68,742 37,133 - 37,133

Deferred financing charges {8023 - {802} {627} - {627}
At 31 December 65,196 2,814 &7,940 36,506 - 36,506

Interest on bank loans is charged af fixed rotes of 5.7% and flogting rates of PIBCR plus @ margin ranging between 1.0% and
1.1%. Al bank loans are secured by legal charges over the respeclive properties to which they relate, and in most cases,
floating charges over the remainder of the assels held in the Company which owns the property. In addilion, the share capital
of some of the subsidiaries within the Group has been charged.

Borrowing Facilities
The Group does not have any uadrawn commitled borrowing fecilities at 31 December 1998 (1997: Nilj

Fair volues of financial assets and financial lichilities

The following table provides o comparison by category of the book values and the fair values of the Group's financial assets
and financial liabilities at 31 December 19$8. Fair value is the amount at which a financial instrument could be exchanged in
an arm's length transaction between informed and willing parties, other than o forced or fiquidation sale cnd excludes accrued
interest. Where available, market values have been used to determine fair values. Where markel values are not available, fair
values have been calculated by discounting expected cash flows at prevailing inferest and exchange roles.
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Fair values of financial assets and financial liabilities |conlinued)

Set out below the table is o summary of the methods and assumptions used for each categery of financial instnument.

wes 1997
ook voioe Foir volue Book valve Fair valve
000 £0060 £000 £000
Primary financial instruments held or
issued to finance the Group’s operctions:
Short+erm borrowings 2933 2,933 1,268 1,268
Longterm borrowings 65,800 65,893 35,865 35,759
Other financial liobilities - - - -
Shortterm deposits 7,888 7.484 13,924 13,924
Cosh at bonk and in hond 4,028 4,025 3,863 3,803
Derivative finoncial instruments held 1o manage
the interest and currency profile
inleres! rote caps 262 18 206  unovailable

A fait volue estimate comparalive figure relaling 1o interest rale caps was rol oblainable from the bonks concerned. As at

31 December 1997, 100 per cent of the Group's floating rate debt was covered by interest rate caps with rates from betwesn 6.5
par cenl fo 7.0 per cent and an average term of five years. None of these caps expired during fhe yeor 1o 31 December 1998.

Summaory of methods and assumptions
Shortlerm deposils and borrowings:

The fair value of shortterm deposits, foans and overdrafls approximates to the carrying amounl because of the shot maturity of

these instruments.

Long-term borrowings:

The Group has utilised bolh fixed and vasiable bank borrowings to date. The foir value and the floating rate loans approximoles
to the carrying value reported in the balance sheet as payments are resel to market rales al interests of less than one year.
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g) Currency exposures
The lable below shows the extent to which group companies have monelary assets and lickilities in currencies other than their
locol currency. Foreign exchonge differences on retranslation of these assets and liabilities are taken fo the profit and loss
accourt of the group companies and the Group.

#et faveign anreicy monelary assets/(lichilities}

Sterling French Franc Torad
£600 2000 £4a00
1998
Functional currency of group operation:
Sterling a7 4,697 4,784
French Franc - 3,157 3,157
Total 87 7 854 7,948
1697
Functional currency of group operation:
Slerling 7,267 Q,829 17,096
French Fronc - 3,048 3,048
Total 7,267 13,777 21,044
k} Hedging

As explained in the financial review on poges 16 1o 19, the Group's policy Is to hedge inferest rate risk using fixed caps.
Gains and losses on Instuments used for hedging are not recognised and are elfectively deferred and amoriised in the

balance sheet over the yﬂatf the cap. I.QJ\/L\
PUIOO’( - . Deferred Losses

SOz
Deferred losses on hedges a1 31 December 1998 244
Of which:
Losses expected lo be recognised in 1999 52
tosses expected 1o be recognised in 2000 or later 192

i}  Financial instruments held for trading purposes
The Group does not trade in financial instruments.

Tuo MARFR HRIN-CUAMH TRANJACILONT

Mo major aon-cash fransactions were made during the year,
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The Group and Company had no annual commitmenis and ro capital commitmenls existing as of 31 December 1998 (19971 Nil).

POST AALANSE SHLLT LVINTS

There are no post bolance sheet events.

IRNVENEAMENT N ROUP rMper FAKE 0l

The principal subsidiary underickings fwhich are wholly awned by the Company] are Citade! Finaace limited (incorporated in
England and Wales) and Hermalux SARL {incorporated in luxembourg). The principal acliviies of these subsidicries are financing

and holding compenies respeclively.
These companies plus oll French subsidiaries are as follows:

Propaction of nomingd value

Country of Daserlgtion of of issued shares held byt

Name of undertaking incorporation shuras beld Company Group
Citadel Finance limited England and Wales Ordinary Shares of £1 100%

Hermolux SARL Luxembourg Crdinary Shares of FF200 100%

Sorl BY France Crdinary Shases of FF100 100%
Sarl HE Fronce Ordinary Shares of FF100 100%
Sarl Citadel Services France Ordinary Shares of FF1G0 100%
SA Columbus France Ordinary Shares of FF100 100%
SA Mission Marchand France Ordinary Shares of FF00 100%
SA Equinox France Ordinary Shares of FF100 100%
SA Capitaine Guynemer France Ordinary Shares of FF100 100%
SA Philippe Auguste France Ordinary Shares of FF100 100%
SA Rhone Alpes France Ordinary Shares of FE100 100%
SA Sigma France Ordinary Shares of FF100 100%
SA Euler France Ordinary Shares of FF100 100%
SA Petits Chomps France Ordinary Shares of FF100 100%
SA Velizy France Crdinary Shares of FF100 100%
SA Amsterdam France Crdinary Shares of FF100 100%
SA Sutel France Crdinary Shares of FF100 100%
SA Solabel France Ordinary Shares of FF100 100%
SA Rue de I'Est France Ordinary Shares of FF100 100%
SA Pascal France Ordinary Shares of FFI00 100%
SA Boulevard des Hles France Ordinary Shares of FF100 100%
SA Immokiliere V France Ondinary Shares of FF100 100%
SA Viclor Huge France Ordinary Shares of FF100 100%
SCI Forum France Ordinary Shares of FF100 100%
SCl Park Avenue France Ordinary Shares of FF100 100%
5Cl Parc France Ordinary Shares of FF100 100%
SCI Columbus France Ordinary Shares of FF100 100%
SCI D' Aubigny france Ordinary Shares of FF100 100%
SCl Velizy C France Ordinary Shores of FF100 100%
SCI Velizy D France Ordinasy Shares of FF 100 100%
SAS Charenfon Bercy France Ordinary Shares of FF 100 100%

The Group has no associcled undertakings.
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Management Agreement
The management agreement doled 25 June 1997 between the Company and CLSH Management limited remains in force and
during 1998 fees of £482,096 were paid or payable to CISH Managemeni Limited in addition 1o the reimbursement of third party
costs and expenses.

Citadsl also hod a current account balanee owing o CLSH Management limited of £103,399 as of 31 December 1998,
which hes since been repaid.

Warrant Agreement

CtSH Management limited is o wholly-owned subsidiary of CiS Holdings plc which owns 12.32 par cent of the issued shares in the
company. The Warrant Agreement between CLS Holdings plc and the Company, under which CLS Holdings ple is enlitied o
subscribe for a further 8,000,000 Ordinary Shates in Citadel {19.46 per cent of the enlarged share capitel following subscription)
in specified periods of up 1o seven years from June 1997 subject o the achievement by the Company of cerain performance torgets,
remains in force. To dale CLS has nol exercised any of its rights to subscribe for futher shares afthough the criteria lor exercising
warrants at 100 pance per share have been met. CLS has informed the Company that it is net its current intention to exercise the
peiformance warrants,

Relationship Agreement

CLS Holdings ple, Sten Méristed!, Beng) Méristedt and Cliadel Holdings plc have enfered inte o relationship agreement which is
designed, inter alia to regulate any conllicts arising between CLS and Ciladel in relation o invesiment opparlunities which arise
whether in France or elsewhere. CLS has agreed that no member of ils Group will invest in property in France without that
opportunity fiist being mode available to Citadel.

Shares in €S Holdings ple by Citadel Directors

Sten Mésted, Glyn Hirsch and Dan Baverstom and their families hold shares in CLS Holdings ple of 44,085,713, 11,244 and
24,544 respectively. In oddition Glyn Hirsch helds 1,000,000 options over ordinary shares in CIS Holdings plc at an exercise
price of 97 pence per share and Dan Baverstam holds 60,000 cplions aver ordinory shares ot on exercise price ot 108 pence per
share and a further 36,000 options over ordinary shares of an exercise price of 98 pence per share.



TWO YEAR FINANCIAL SUMMARY

FOR THE YEAR ENDED 31 DECEMBER 1998

Fe1 he five month

perlod ended
31 Dec
1994 1907
2000 £000
Turnover and results
Turnover
Acquisitions T,225 -
Conlinuing eperalions £,673 1,360
5,848 1,360
Operating Profit 50451
Acquisitions 1,679 -
Continuing operafions 3,276 687
&4,385 687
Net inferest poyabie and related charges (L¥19) (&4
Foreign exchange loss gain/lloss) 405 {(720)
Profit/{Loss) Before Taxation 34050 (103}
Tax on otdinary aclivilies {859} 7
Profit/{Loss} For the Financial Year 2,587 {3110]
Dividends {1,013} 1165)
Retained Profit/(Loss) 1,568 [275)
Net Assets Employed
Fixed assets 104,789 50,581
Net current assets 5,283 19,867
Tre a2 70,478
MNon-current liabilities 1&5,007) [35,237]
47,045 35,241
Ratios
Net assets per share £18%.1p £106.8p
Earings per share ¥ 6ip {0.33)p
Gearing 120.50% 54.90%

The resulis comply with the requirements of FRS3 and have been prepared on o consistent bass.



SCHEDULE OF GROUP PROPERTIE

iC

Pate of
Froohufd/ Area Rrea Cansfruction/

Property Scedeess Leasehold wl s ¥ Use Befurbisherent

O Aubigny 27 we de lo Villette, Leasehold 4,037 43,454 Oftice 1089
69003 lyon

Forum 27 /33 tve Maurice Flondin, Freehold 6,911 74,390 Office 1689
69003 Lyen

Front de Parc 109 Bovlevaid de Stalingrad, leasehold 5,228 56,220 Oifice 1989
62100 tyon

Park Avenue 81 Boulevard de Stalingrad, Freehold 3,909 42,076 Office 1688/89
Villeurbanne, 67100 Lyen

Rhone Alpes Cours lafayette, Freehald 3,657 30,363 Cflice 1993
69006 Lyon

Cepilaine Guynemer 53/55 rue du Capiline Guynemer, Freehold 1,893 20,376 Olfice 1993
Coubevoie, 92400 Poris

Columbus 1 Rond Point de 'Europe, Frechold 3,162 34,036 Olfice 1990
$2250 la Garenne-Colombes, Paris

Equinoxe Il 1 bis Avenue du 8 Mai 1945, Freehold 4,235 45,585 QOlffice 1995
St Quentin en Yvelines, Paris

Mission Marchand 56 Boulevard de la Mission Marchand, Freehold 2,635 28,363 Cliice 1993
92400 Courbevoie, Poris

Philippe Auguste 83/85 Avenue Philippe Auguste, Freehold 1,610 17,330 Oflice 1995
75011 Pasis

le Sigma Place de Belgique, Freehold 6,576 70,784 Office 1903
2250 to Garenne Colombes, Faris

Rueit 2000 15/21 Avenue Edouard Beilin, Freehold 7,408 79739 Office 1991
Q7500 RueilMalmaisen, Paris

|evallois-Perret 30, rue Edovard Vaillant, Frechold 1,706 18,363 Office 1996
tevallois-Perret 92300, Paris

Charenton 2 e du Nouveau Bercy, Freeheld 5,207 56,048 Olfice 1994
942720 Charenten, Paris

Petits Hotels 20-22 rue des Petits Hotels, fFreehold 2,001 21,538 Office 1694
Paris

Santos Dumont 23 Avenue louis Breguet, Freehold 2,885 31,054 Chlice 1991
78140 Velizy, Paris

Petits Champs 48, e Croix des Petits Champs, Freehold 1,800 19,375 Oifice 1972
75001 Paris

lolus Building 41 e du Capitaine Guynemer, Freehold 6,024 64,863 Office 1977
92400 Courbevoie, Paris

TOYAL 70,881 TE2 957




NOTH

CEOF ANNUAL GENERAL MEETING

Notice is hereby given that the Annucl Generat Meeting of Citadel Holdings plc will be held of & Spring Gordens Citodel Place Tinworth
Sireet Llondon SE11 5EH or 25 May 1999 at 1} a.m, for the following purposes:

OR

Crigsaly RSN

To adopt the Report of the Directors and the Accounts for the period ended 31 December 1998,
To declare o final Dividend.

To reefect as a Director Slen Mértstedt who retires under Arlicle 97 [relirement by rotation).

Slen Morstedt loged 59} has been in the propery business for 34 years. He began his career in 1962 with Svenska
Handelsbenken in Stockholm. Within three years he had formed o property investment parinership and in 1968 he became
tdanaging Director of the Maristedt family's property company, Flygbostaderi Ronneby AR [later renomed Citadellet AB}, based in
Stockholm. In 1977, he Brought his family lo live in England. Since 1977, he has been involved principally with the running of the
Martsted! Tamily's propery Inferests In the UK ond was appointed fo the Board of the Company in Merch 1994, He hos also been
a director of Citarent AB, Drummond Gale AB, Inslent Cffice AB end Malmros Inferrational AB in Sweden and Sodastream limited
in the UK.

To re-elect as a Director Richard lockwood who refires under Aricle 97 [refirement by rotation].
To re-appoint PricewalerhouseCoopers as Auditors and to autherise the Direclors to fix their remuneraiion.

To consider and if thought fit to pass the following resclution as an Ordinary Resoluticn:

“That the Directors be and are hereby uncondilicnally authorised pursuant to Section 80 of the Componies Act 1985 to ollot all
relevant securities [wilhin the meaning of the said Section 80) in the authorised share capital of the Company which ase unissued at
the time of the passing of this resslulion provided that the maximum amoun: of relevant securities thet may be allotted pursuant fo 1his
sesolulion shall not exceed an aggregate aominel value of £2,522,000 and provided further that this authority shall expire on the
conclusion of the next Annual General Meeling of the Company following the dale of the passing of this resolution or 25 August
2000 whichever is the earlier”.

To considet and if thought fit 1o poss the following resolution as an Special Resolution:

“That, subjec! lo the passing of the preceding resolution, the Directors be and are hereby empowered pursuant to Section 25 of the
Companies Act 1985 fo oliol equity securities (within the meaning of Section 94 of the Companies Act 1985} as if Section 89{1} of
the Compantes Act 1985 did not apply to such allotment provided that this power sholl be limited to:

a) the alloiment of equity securiies in conneciion with an issue in faveur of ordinary shareholders where the equity securilies
respectively atlribuluble to the interests of Gll erdinary sharehclders are proportionate |es nearly as moy be) lo the respeclive
rumbers of ordinary shores held by them;

b the allotment of equily securities pursuant to the terms of Citadel Haldings Execufive Share Option Scheme;
] the allotment of equity securities pursuant to the terms of the Warrant Agreement with CI$ Holdings ple dated 23 June 1997,

dl  the alloimenl olherwise pursuant ta sub-paragraphs al and b) above of equily securities up fe an aggregate nominal value of
£413,875 provided thot this power shall expire en the conclusion of lhe next anaual general meeting of the compeny following
the date of the passing of this resclution or 25 August 2000, whichever is the earlier sove that the company may betore such
expiry make an offer or agreement which would or might require equity secuilies to be allotied aller such expiry and the
Directors may allol equity securilies pursuani fo such offer or egreement as if the power conferred hereby hod nat expired.”

527353
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To consider and if thought fit pass the following resolutien as an Ordinary Resolution:
“That the Direclors are generally and unconditionally authorised:

a) to exercise the power conlained in Article 149 of the Adicles of Assccialion of the company so thal, 1o the exteat defermined
by the Directors, the holders of Ordinary Shares may be permitled to elect 1o receive new Ordinary Shores credited as fully pald
instead of oll or parl of the final dividend for the financial yeor ending 31 December 1998 and any interim dividend resolved
by the Directors to be paid in respect of the financial year ending 31 December 19099;

bl o capildlise the appropriale nominal amount of additional Ordinary Shares falling to be allotted pursuant to the election made
as aforesaid oul of the ameuni standing 1o the credit of reserves, to apply such sum in paying up such Crdinary Shares and 1o
allot such shares to members of the company validly making such eleclions”.

To consider and if thought fit puss the following resolution as an Ordinary Resclution:

“that the Company be ond is hereby generally and unconditionally authorised lo make market purchases [within the meaning of
Section 16313 of the Companles Act 1985] of up lo an aggregate of 3,311,000 Ordinary Shares in the Company at a price per
share of not less than 25 pence and not more thon 105 per cent of the cverage of the middle morket quotations fos such Crdinary
Share as derived from the Stock Exchange Daily Officicl List for the ten business days immediclely preceding the day of purchase
providad that such authorily shall expire af the conclusicn of the next Annual General Meeling of the Company of on 25 August
2000 whichever is he earlier [except in relation to the purchase of Ordinary Shares pursuanl to any cenliact made by the Company
before the expiry of this authority]”.

By order of the Board

TJ Thomson Registered Office:
Company Secretery Citade! Place
20 Apiil 1999 4 Spring Gardens

Tinworth Street
london SE11 5EH

Notes

1

Any member enlitled to allend and vote at the meeling is enlilled to appoint.a proxy to attend and vote In his stead. A proxy need
nol be o member of the compony. Any form of proxy must be deposiled wilh the company's cegistzars of the address shown en the
form of proxy aot later than fory-eight hours before the time fixed for the meeting. Compfetion of o form of proxy will not preclude a
member altending and voling in person al the meeting.

There will be available for inspection ol the company's registered office during usucl business hours each week on Mondays fo
Fridays lexcluding public holidays) from the date of this rotice up to the date of the meeting and of the mesting itsell from fifieen
minules priof to the commencement of the meeting until its conclusion:

i) the register of interests of the directors ir the share capilal of the company;

H]  copies of all service contracts relaling 1o Directors of the company.
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FORM OF PROXY FOR ANNUAL GENLRAL MEETING

I/ We

Of

Being a member/members of Citade! Hoidings plc hereby oppoint the Chairman of the meeting

or

As my/our proxy 1o vote for me/us and on my/our behail af the annual general of the company to be held an 25 May 1999
and of any adjournment thereof.

I/¥We desire to vote in respect of the resclutions sel out in the notice convening the meeling as follows:

-
]
n

Against

1 Resolution to receive the Directors’ Report and Accounts & O

2 Resclution to declare a final dividend | O

3 Resolution to re-cppoint Sten Mértsted! M O

4 Resolution to re-appoint Richard lockwood O ]

5 Resolulion 1o re-oppoint the cuditors and autherise the Directors fo fix their remuneretion il A

6 Resolution to renew the Directors’ authority to issue shares i1 [l

7  Resclutien lo grant autherity lo allet shores O O

8 Resolution lo give the Directors authorlly o issue scrip dividend shares O O

9 Resolulion lo grant cuthority to the Company e purchase its own shares [l i

Dated this day of 1999

Signature

Notes

1 Please indicale with a lick how you would like your voles to be cast. If for ony resolution neithar box is ficked the proxy will
abstain or vote at his discretion.

2 This form of proxy, to be valid, must be lodged with the company's registrars not less than 48 houts before the fime of the
meeting. .

3 Inihe cose of a corporation, this proxy must be executed under i1s common seal or under the hand of an cfficer or attorney
duly authorised, in which cose the writlen cuthority must alse be lodged with the company’s registrars with this form of proxy.

& Inthe case of joint holders, the vote of the senier who tenders o vole, whether in person or by proxy, shall be acceptad to
the exclusion of the volels) of the olker joint holder(s) and for this purpose seniority shall be determined by the order in which
the nomes stand in the register of members.

5 A member is entitied to appolnt his or her own proxy and if he or she wishes to do so he or she should delete the appaintee
given above and insert the proxy's name in the space provided. A proxy need nat be o member of the company.

6 Completion of this form of proxy will not preclude cltendance in person.
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