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Chairman’s Statement

FOR THE YEAR ENCED 30 SEPTEMBER 2007

Introduction
| am reporting the results for Mercury Group plc for the year ended 30 September 2007

The Group suffered a long peniod of instabiity durning 2006 and the early part of 2007, consequent upon
the refinancing of the business in February 2007 Since that date, all of the contentious iIssues have been

resolved and the newly constituted Board started the task of growing the Group's core business, SMPA,
both crganically and by acquisition

The Group's development since the new Board took up office in February 2007 has been hindered by the
significant downturn in the property sector, which started to emerge dunng the summer of 2007 and the
inabiiity to raise additional equity in the markets to fund acquisitions Against this background, the Group
continued to incur losses in the year ended 30 September 2007, which have been mitigated by making
signficant reduchons in the Group’s high historic overhead cost base

Group financial performance

The Group's turnover for the year ended 30 September 2007 was £2 7 milon compared with £5 6 milon
In 2006 SMPA incurred a loss before exceptional items of £174,000 {after charging goodwill amortisation
and impairment of £121,000), compared with a profit of £51,000 in 2006 After much reduced central
costs of £499,000 (after charging goodwill impairment of £227,000), compared with £1 6 milion i 2006,
the Group's loss on continuing activities before exceptional itemns was £799,000

The exceptional items Incurred In 2007 of £451,000 relate to the fund raising costs asscciated with the
2007 refinancing of £185,000, redundancy costs of £50,000 and wnte-offs assoGiated with the agreement
of SMPA’s earn out accounts of £216,000 Net losses on discontinued operations amounted to £48,000
and £15,000 was provided to write-off the Company’s investment in Dialog Group Inc After charging

interest of £60,000, the Group incurred a significantly reduced loss before tax n 2007 of £1 3 mifion
(2006 loss of £4 8 milion})

The loss before tax for the year ended 30 September 2007 includes total goodwill amorbisation and
impairment charges of £348,000 This comprises £79,000 for the full mparment of goodwill arising on the

acquisition of the CRC business acquired in January 2007 and £269,000 for SMPA Goodwill recorded on
the Group balance sheet at 30 September 2007 for SMPA 1s £812,000

Continuing operations

SMPA continues o be the Group's core business offering a range of property services to corporate clients
SMPA 15 a commercial property consultancy and estate agency with over 50 years’ expenence providing
a personal service to UK and international clients With offices in the West End and City of Lendon, 1t offers
a wide range of professional services including investment, development, valuation, management and all
aspects of occupancy Although based in London, it 1s able to service clents throughout the UK
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Chairman’s Statement

CONTINUED

Discontinued operations

On 12 June 2007, the Company disposed of its shareholding n Telco Solutons Lmited for a net
consideration of £8,500 Telco's business of project management was considered by the new Board to be
non-core Subsequent to the disposal, the acquinng company went into administration, with only £8,500
of the contracted £85,000 of total consideration actually received Telco Sclutions Limited was a loss
making business ihroughout its perod of ownership, incurmng operating losses of £60,000 n the year
ended 30 September 2007 and £170,000 in the year ended 30 September 2008

Dividends

The Board does not recommend the payment of a dvdend (2006 £nil)

Funding

In February 2007, the Board secured addiional funding by 1ssuing a loan note instrument constituting
£1,000,000 of Unsecurad Loan Stock, which has all now been drawn down

Earn out accounts

The Boarg was pleased to report agreement of the eam out accounts on SMPA after the year end with
the vendor partners of that business The total addihonal consideration ansing on the acquisition of SMPA

was agreed at £182,000 of which 50% was settled by the issue of shares and 50% by way of convertible
loan notes

Directors

Following the 2007 refinancing, a number of changes were made to the Board As previously stated, | joined
the Board as Charman in February and | was pleased to welcome Brian Basham and Andrew Lovelady
who were appointed directors at the same time | was also pleased that both Walter Goldsmith and James
Lugg remaned on the Board as non-executive directors and Ronnie Franks as Chvef Executive Officer

Simon Michaels resigned from the Board as Finance Director on 13 February 2007 and | would like to thank
him for his commitment and support Andrew Lovelady became part-time Finance Director in his place

Management and employees

| would like to thank the Group's empicyees who have continued to work relessly in spite of the Group’s
difficult trading condrions
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Chairman’s Statement

CONTINUED

Proposed capital reorganisation and de-listing

Eartier today, the Company announced that it intends to effect a capial reorganisation and seek
shareholders' approval to cance! the admission of the ordinary shares in the Company to tracing on AIM
Full detals are set out i a cicular to shareholders dated 31 March 2008, including notice of the
Extraordinary General Mesting of shareholders called to approve the proposals, which 18 being posted
today. Summary details of the proposals are set out below.

(a) Capital reorganisation

The Company presently has in excess of 3,760 shareholders This adds a considerable cost 1o the
overheads of the Company caused by the need to produce annual accounts and registrar'’s costs
Over 60 % of sharehoiders have holdings with a vaiue of £3 or less. Accordingly, it 1s proposed that

every 00 Existing Ordinary Shares will be consolidated into one new ordinary share of £6 each
in the caprtal of the Company,

each new ordinary share of £6 each will be subdivided into 60 new ordinary shares of 10p each
in the capital of the Company,

each of the issued ordinary shares of 10p sach resulting from the consolidation will be subdivided
and re-designated nto one New Ordinary Share and one Deferred Share;

gach of the authonsed and unissued Ordinary Shares will be re-designated into one New
Ordinary Share; and

all of the existing authorsed but unissued deferred shares of O 1p be and are hereby canceiled

and the amount of the Company’s share capital shall be dminished by the amount of the shares
so cancelled.

(b} De-listing

The Drectors consider that one of the principal obstacies to the development of the Group 1s the
cost of being a pubhic company, which they estimate amounts to over £150,000 per annum. Given
the fow market capitalisation of the Company and the low fiquidity of the Existing Ordinary Shares,

the Directors consider that it would be in the best mterests of the Company to seek a de-listing of its
shares on AlM,

Current trading and prospects

Whilst trading i the first five months of the current financial year has been in ling with management

expectations, your Directors cannot expect the Group to be mmune from the current situation in the
property market

George Kynoch

Chairman KVW[\
28 March 2008
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Directors’ Report

FOR THE YEAR ENDED 30 SEPTEMBER 2007

The Directors present thew annual report and the audiied Group financial statements for the year ended
30 September 2007

Principal activity

The principal actvity of the Group during the year was the provision of commercial property services,
through its principal operating company, SMPA, which has offices In the West End and City of London and

provides & wide range of professional and agency services ncluding nvestment, development, valuation,
management and all aspects of occupancy

Review of business

A review of the Group's performance for the year and likely future developments I1s set out in the

Charrman’s Statement and an overview of the Group’s internal financial controls are set out in the Board’s
Statement on Corporate Governance

Discontinued activities

in June 2007, the Board disposed of its wholly owned subsidiary Telco Solutions Limited, which has been

reported under “Discontinued Operations” Telco Sciutons Limited was a non-core business prowviding
project management and project monitonng services

Results and dividends

The Group's loss before tax for the year was £1 3m {2006 Loss £4 8m) No dividends have been declared
n the year

Directors and their interests
Current directors

George Kynoch, Chatrman Appointed 13 February 2007
Ronnie Franks, Chief Executive Officer
Andrew Lovelady, Finance Director Appointed 13 February 2007

James Lugg, Non-Executve
Walter Goldsmuth, Non-Executive

Brian Basham, Non-Executive Appointed 13 February 2007

Former directors

Simon Michasls, Executive Director Resigned 13 February 2007
Anthony McFarland, Non-Executive Resigned 7 November 2006
Alexander Moss, Non-Executive Resigned 7 November 2006
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Directors’ Report

CONTINUED

The Directors interests (ncluding family interests) in the ordinary shares of the Company at the beginning
and end of the year {(or date of appaintment if later) were as follows

30 September 2007 30 September 2006

Ordmary Percentage of Ordinary Percentage of

Shares Share Capiial Shares Share Capital

George Kynoch - - - -

Ronnie Franks 284,480 025% 284,480 0 25%

Andrew Lovelady - - - -

James Lugg - - - -
Walter Goldsmith -

Bnan Basham -

Since 30 September 2007, Ronnie Franks acquired further ordinary shares ansing from agreement of the

SMPA earn out accounts and now holds a total of 1,093,470 ordinary shares, representing 0 93% of the
current share capuitai

Directors and officers insurance

The Company has taken out Directors and Officers insurance with an insured lmit of £3 milien

Charitable donations
During the year, the Group contriouted £1,217 (2006 £678) of charitable donations

Directors’ responsibilities for the financial statements

The directors are responsible for preparing the Annual Report and Financial Statements in accordance
with applicable law and United Kingdom Generally Accepted Accounting Practice

Company law requires the Directors to prepare financial statements for each financial year which give a
true and far wiew of the state of affars 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 penod  In preparing those financial statements, the Directors
are required to

e Select suttable accounting policies and then apply them consistently,

e Make judgements and estimates that are reasonable and prudent,

e State whether applicable accounting standards have been followed, and
L

Prepare the financial statements on the going concern basis unless it1s inappropnate to presume that
the Group will continue m business

The Directors are sesponsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial postiion of the Gompany and the Group, and to enable them to ensure
that the financial statements comply with the Companies Act 1985 They are also responsible for

safeguarding the assets of the Group and hence for taking reasonable steps for the prevention and
detection of fraud and other irregulanties

They are also responsible for ensuring that the annual report includes information required by the AIM Rules

The mantenance and integrity of the Group’s web sites 1s the responsibiity of the directors The work
carried out by the auditors does not involve consideration of these matters and, accordingly, the auditors

accept no responstbility for any changes that may have occurred to the financial statements since they
were Intialty presented on the web sites

Legislation in the United Kingdom governing the preparation and dissemination of the financial statements
and other mnformation nciuded In the annual reports may differ from legisiation n other junsdictions The
Board's statement on Corporate Gevernance is set out on pages 10 and 11
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Directors’ Report

CONTINUED

Disabled persons

Applications for employment by disabled persons are always fully considered, bearing i mind the
respective aptitudes and abiities of the applicant concemed In the event of members of staff becorming
disabled, every effort 15 made to ensure that ther employment with the Group continues and the
appropriate training 1s arranged 1t 1s the policy of the Group that the franing, career development and

promoetion of a disabled person should, as far as possible, be identical to that of a person who does not
suffer from a disability

Employee involvernent

Consultation with employees 1s of considerable importance to the Group The views of employees are
taken into account when decisions are made which are likely to affect their interests Employees are aware
of the financial and economic performance of therr business and of the Group as a whole Commurucation
with employees 18 made through announcements, intranet, meetings and internet

Equal cpportunities

The Group 1s committed to the principle of Equal Opportunities  All decisions relating to employment
practices are objective, free from bias and based upon work critena and indwdual ment

Creditor payment policy

The Group agrees payment terms and condittons with individual suppliers which vary according to the
commercial relationship and the terms of the agreements reached It 1s the policy of the Group that,
whenever possible, payments to suppliers are made In accordance with the terms agreed The average
time taken to pay purchase invoices by the Group 1s 35 days (2006 44 days) based on the ratio of Group
trade creditors at the year end to the amounts invoiced during the year by trade creditors

Key risks and key performance indicators

The directors consider the key risk affecting the Company's performance 1s the level of economic actmity
in the commercial property sector

The two main factors affecting the Company’s current and future trading performance are the levels of the
deal pipeline and the timely collection of trade debtors The Company uses a computerised database to
closely track deals at every stage In the deal pipelne, which are segregated into the categones of
speculative, instructions recewved, under offer and exchanged This database then forms the basis of
regular meetings with fee earners, so that future revenue earning potential can be assessed

The Company prepares monthly management accounts to monitor historical trading performance This

includes the regular reporting of trade debtors, aged by month of invoicing, which is used as the basis for
credit control management
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Directors’ Report

CONTINUED

Substantial shareholdings

At 25 March 2008 the Directors have been notfied of the following shareholdings in excess of 3% of the
Company's Isstied share capital

Percentage

Number of of 1ssued

Ordinary Shares share capitai

Roy Nominees Limited 28,426,667 24 2%
JIM Nominees Lirmited 17,947,437 15 3%
Ethel Austin investment Properties Limited (Note (a)) 9,739,999 8 3%
Lutea Trustees Limited 5,608,724 4 8%
HSBC Global Custody Nominees (UK) 4,004,367 3 4%
Fiske Nominees Limited 3,577,799 30%

Note (a) 7,222,663 of these Ordinary Shares are registered in the name of Ethel Austn Investment Properties Limited
(“EAIP™ and 2,517,336 are held by Pershing Keen Nominees Secunties

James Lugg and Walter Goldsmith, both directors of the Company, are also consultants to Consensus
Business Group Limited, an operating business ultimately controlled by the shareholder, Roy Nominees
Limited Andrew Lovelady, a director of the Company, 1s alsc a director of the shareholder, Ethel Austin
Investment Properties Limited Bnan Basham s a director of White Star Property Holdings plc, the
beneficial owner of certain shares held by First Equity Norminges Limited

Auditors

Kingston Smith LLP have indicated therr willingness to continue in office and In accordance with the
provisions of the Companies Act it 1s proposed that they be re-appointed auditors for the ensuing year

Annual General Meeting
The Notice of the Annual General Meeting of the Company Is set out on page 36

Statement of disclosure to auditor

fa) So far as the dwectors are aware, there 1s no relevant audit information of which the company’s
auditors are unaware, and

(b} they have taken all the steps that they ought to have takan as directors in order to make themselves

aware of any relevani audit information and to establish that the company’s auditors are aware of that
information

Going concern

After making appropriate enquines the directors consider that the Group has adequate resources to
continue In operational existence for the foreseeable future For this reason, they continue to adopt the
going concern basis in prepanng the accounts

Approad by the Board of Directors and signed by Order of the Board

i crls

28 March 2008
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Corporate Governance

The Directors acknowledge the mportance of the Prnincipies set out In The Combined Code 1ssued by the
Committee on Corporate Governance Afthough the Combined Code 1s not compulsary for AIM

companies, the Directors have applied the principles as far as practicable and appropriate for a refatively
small public company as follows

The Board of Directors

The Board meets regularly and 1s responsible for strategy, performance, approval of major capia
projects and the framework of Internal controls The Board has a formal schedule of matters specifically
reserved to it for decision To enable the Board to discharge 1ts duties, all Directors recewe appropriate
and tmely snformation Briefing papers are distributed io all Directors in advance of Board meetings All
Dwectors have acceass to the advice and services of the Company Secretary, who 1s responsible for
ensunng that Board procedures are foliowed and that applicable rules and regulations are complied
with The Articles of Association provide that Directors will be subject to re-election at the first

opportunity after ther appointment and the Board will voluntanly submit to re-election at intervals of
three years

Audit Committee

Until such time as the size of the Company merts the establishment of a separate Audit Committee the
board as a whole will carry out the function of the Audit Commuttee

Remuneration Committee

Until such trme as the size of the Company ments the establishment of a separate Remuneration
Committee the board as a whole will carry out the function of the Remuneration Committes

The Remuneration Commuittee is responsible for determining and reviewing the terms of appointment and
the remuneration of Executive Directors The Committee also reviews the remuneration of the other senior
Executives to ensure that reasonable and consistent cntena are applied to the management and review of
al senior Executve benefits packages The Committes takes external advice, as appropnaie, on

remuneration issues and takes cognisance of major surveys covering all aspects of the pay and benefits
of Directors and senior Executives in many companies
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Corporate Governance

CONTINUED

Internal Financial Control

The Board i1s responsible for establishing and maintaining the Group’s system of internal financial control
and places imporiance on mantaning a strong contral environment The key procedures which the
Directors have established with a view to providing effective Internal financial control are as follows

& The Group’s organisational structure has clear ines of responsibiiity

e The Group prepares a comprehensive annuat budget that 1s approved by the Board Monthly resukts
are reported against the budget and varances are closely monitored by the Directors

e The Becard I1s responsible for identifying the major business nsks faced by the Group and for
determining the appropriate courses of action to manage those risks

e Ovarsight of and invoivement in regular subsidiary company board meetings, complete with structured
operetional reporting requirements

The Directors recognise, however, that such a system of internal financial control can only provice
reasonable, not absclute, assurance against matenal misstaternent or loss The Directors have reviewed
the effectiveness of the system of internal financial control

Appreved by t? Board of Directors and signed on behalf of the Board

Director

28 March 2008
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Report on Directors” Remuneration

The Board as a whole will carry cut the functions of the Remuneration Committee

Service Contracts

Under the terms of his letter of engagement, dated 12 March 2007, the Chairman is entrtled to an annual
fee of £25,000 per annum and 1s subject to 6 months notice

Under the terms of his letter of engagement, dated 7 March 2005, Ronnie Franks, Chief Executive Officer,
s entitled to an annual fee of £10,000 per annum and 1s subject to one months notice In addition, Ronnie
Franks receves commission based on the value of fees generated directly by um for SMPA, together with
a car allowange of £7,200 per annum and pensicn contributions of £2,500 per annum

Under the terms of therr respective lstters of engagement, dated 12 March 2007, both James Lugg and

Walter Goidsmith, non-executive diectors, are each entitled to an annuat fee of £10,000 per annum and
are subject to one months notice

Under the terms of their respective letters of engagement, dated 12 March 2007, both Andrew Loveladly,

the part tme Fnance Director, and Brian Basham, non-gxecutive director, are each entitied to an annual
fee of £10,000 per annum and are subject to one months notice

Directors’ Remuneration for the year ended 30 September 2007

2007 2006
Notes £ e

Current directors
George Kynoch 14,583 -
Ronrie Franks 48,701 57,200
Andrew Lovelady 5,833 -
James Lugg 5,833 -
Walter Goldsmith 19,750 12,000
Brian Basham 5,833 -

Former directors
David Willams (8} - 221,970
Anthony McFarland (b) 15,000 89,000
Alexander Moss {c) 12,500 52,000
Stephen Russell - 49,917
Simon Michaels {d) 104,126 86,250
232,189 568,337

() Includes £134,470 in respect of compensation for loss of office In addition the Company contnbuted £22,500 to his
personal pension plan

(b) in 2007 represents payment In respect of compensation for loss of office
{c) In 2007 represents payment in respect of compensation for loss of office
{d) Includes £38,333 In respect of compensation for loss of office and pension contributions of £4,312
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Report on Directors’ Remuneration

CONTINUED

share Options

The Company introduced a share option scheme for all eligible Group staff effechive 19 October 2005
under the terms of which, at the discretion of the Board, all employses of participating companies within
the Mercury Group who are more than six months from their normal retrement date are eligibie to
participate The total number of shares issued and 1ssuabte under options granted under the Scheme over
any ten year period, tfogether with shares issued and 1ssuable under any other employees’ share schames
of the Company, may not exceed ten per cent of the 1ssued ordinary share caprtal of the Company

Directors’ Interests
The Drrectors’ interests in the ordinary shares of the Company are set out In the Directors’ Beport

On ?ihalf of 122 Remuneration Committee
#

Director

28 Margch 2008
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Independent Auditors’ Report

TO THE MEMRERS OF MERCURY GROUP PLC

We have audited the financial statements of Mercury Group Plc for the year ended 30 September 2007
which comprise the Consolidated Profit and Loss, the Consoldated Balance Sheet, Reconciliation of
Movermnent In Consolidated Shareholders’ Funds, the Company Balance Shest, the Consclidated Cash
Flow Statement, and the related notes These financial statements have been prepared under the histoncal
cost convention modified to Include the revaluation of certain investments and the accounting policies set

out theran We have also audited the information 1n the Directors’ Remuneraticn Report that s described
as having been audited

This repart 1s made solely to the Company's members, as a body, In accordance with section 235 of the
Companies Act 1985 Qur audit work has been undertaken so that we might state to the Company's
members those rmatters we are required to state to them in an auditors report and for ne other purpose
To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the

Company and the Company’s members as a body, for our audit work, for tus report, or for the opinion
we have formed

Respective responsiblities of Directors and auditors

The directors’ responsibilities for preparing the Annual Report and the financial statements and the
Directors’ Remuneraton Report In accordance with applicable law and United Kingdom Accounting

Standards (United Kingdom Generally Accepted Accounting Practice) are set out in the Statement of
Directors' Responsibilities included in the Directors’ Report

Our responsibility as independent audstors, 1 to audit the financial statements and the part of the

Drectors’ Remuneration Report to be audited in accordance with relevant legal and regulatory
requirements, International Standards on Auditing (UK and lrefand)

We report to you our opinion as to whether the financial statements give a true and far view and whether
the financial statements and the part of the Directors’ Remuneration Report to be audited and are properly
prepared 1n accordance with the Companies Act 1985 In addition, we report to you if in our opinion the
company has not kept proper accounting records, if we have not recewved all the information and
explanations we require for our audt, or if information specified by law regarding directors’ remuneration
and transactions with the Company and cther members of the Group 1s not disclosed

We read the other nformation contained in the Annual Report and consider the impiications for our report
if we become aware of any apparent misstaternents within it The other iInformation comprises only the
Chairman’s Statement, the Directors' Report, the unaudited part of the Report on Directors’ Remuneration
and the Corporate Governance Staternent We consider the implications for our report ff we become

aware of any apparent misstaterments or matenal nccnsistencies with the financial statements Our
responstbilities do not extend to any other information
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Independent Auditors’ Report

CONTINUED

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) 1ssued
by the Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to
the amounts and disclosures In the financial statements and the part of the Dwectors’ Remuneration
Report to be audited It also includes an assessment of the signficant estmates and judgements made
by the directors In the preparation of the financial statements, and of whether the accounting policies are
approphate to the Group’s circumstances, consistently applied and adequately disclosed

We planned and performed our audt so as to obtan all the information and explanations which we
considered necessary n order to provide us with sufficient evidence to give reasonable assurance that the
financial statements and the part of the Directors’ Remuneration Report to be audited are free from
matenal misstatement, whether caused by fraud or other wregulanty or error In forming our opinion we

also evaluated the overall adequacy of the presentation of information in the financial statements and the
part of the Directors’ Remuneration Report to be audited

Opinion
In our opinion

e the financial statements give a true and fair view, In accordance with United Kingdom Generally Accepted

Accounting Practice, of the state of affars of the Company and the Group as at 30 September 2007 and
of the loss of the group for the year then ended
the financial statements have been properly prepared m accordance with the Companies Act 1985, and

e the nformation given in the Report of the Directors 1s consisten) withAhe financial statements

Kingston Smith LLP
Chartered Accountants and
Registered Auditors

Devonshire House
80 Goswell Road
London EC1M 7AD

28 March 2008
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Te

Consolidated Profit and Loss Account

FOR THE YEAR ENDED 30 SEPTEMBER 2007

Continuing Discontinued
Operations Operations Total Total
2007 2007 2007 2006
Notes £'000 £'000 £'000 £'0600
Turnover 3 2,638 19 2,657 5,557
Cost of sales (1,387} 4 (1,391) (1,615)
Gross profit 1,251 15 1,268 3,942
Administrative expenses (2,441) (75) (2,516) {6,596)
Operating loss
Before exceptional items (738} (60} {799} (2,092)
Exceptional tems 6 (451} - (451) (562)
Operating loss after
exceptional items 5 (1,190} (60} (1,250) (2,654)
Sale of subsidiary undertaking 23 - 12 12 (2,133)
Amounts written off investments 7 {15) - (15) (70)
Interest payable and similar charges 8 (58) (2) (60} N
Interest recewvable and simular ncome 9 - - - a5
Loss on ordinary activities
before taxation (1,263) 50) (1,313) (4,779)
Tax on loss on ordinary activities 10 - - - -
Loss on ordinary activities
after taxation (1,263) (50 {1,313) {4,779}
Loss for the financial year 22 {1,263) (50) {1,313) (4,779)
Loss per ordinary share 11 (1 12p} (0 04p) (1 16p) {4 39p)
Loss per ordinary share
on a diluted basis 11 {112p) (O 04p) (1 16p) {4 39p)

There are no recognised gains o losses other than those passing through the profit and loss account

The accompanying notes form an integral part of these financial statements
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Consolidated Balance Sheet

AT 30 SEPTEMBER 2007

2007 2006
Notes £000 £'000
Fixed assets
Intangible assets 12 812 1,360
Tangble assets 13 80 97
Investments 15 - 50
8g2 1,507
Current assets
Debtors 16 706 1,222
Cash at bank 429 86
1,135 1,308
Creditors amounts falling due within one year 17 {718) (1,003)
Net current assets 419 305
Total assets less current labilities 1,311 1,812
Creditors: amounts faling due after more than one year 18 {1,091} -
Net assets 220 1,812
Capital and reserves
Catted up share capital 21 1,130 1,130
Share premium account 22 847 847
Shares to be issued 22 91 370
Distributable reserve 22 4711 A 711
Other reserve 22 156 156
Profit and loss account 22 {6,715) (5,402)
Equity sharehclders’ funds 220 1,812

These financial statements were approved and authonsed for iIssue by the Board of Directors on

28 March 2008 and signed on its behalf by

Ronnie Franks
Director

The accompanying notes form an ntegral part of these financial statements
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Reconciliation of Movement in Consolidated
Shareholders’ Funds

FOR THE YEAR ENDED 30 SEPTEMBER 2007

30 September 30 September

2007 2006
£000 £'000
Loss for the financial year (1,313) 4,779)
Decrease In shares to be 1ssued (279) (2,568)
Increase in share capital - 65
Premium on shares issued - 491
Net movement in shareholders’ funds (1,592) 6,791}
Opening shareholders' funds 1,812 8,603
Closing shareholders’ funds 220 1,812

The accompanying notes form an integral part of these financial statements

MERCURY GROUP PLC
REPORAT AND ACCQUNTS 2007

18




Company Balance Sheet

AT 30 SEPTEMBER 2007

2007 2006
Notes £'000 £'000
Fixed assets
Tangible assets 13 6 14
Investments in subsidianes 14 537 878
Investments 15 - 50
603 940
Current assets
Debtors 16 936 1,185
Cash at bank 388 86
1,324 1,271
Creditors: amounts faling due within one year 17 (116) (342)
Net current assets 1,208 929
Total assets less current habilities 1,811 1,869
Creditors amounts faling due after more than one year 18 {1,091) -
Net assets 720 1,862
Capital and reserves
Called up share capital 21 1,130 1,130
Share premium account 22 B47 847
Shares to be 1ssued 22 91 370
Distributable reserve 22 4,711 4711
QOther reserve 22 156 156
Profit and lass account 22 (6,215) (5,345)
Equity shareholders’ funds 720 1,869

These financial statements were approved and authorised for 1ssue by the Board of Directors on

28 Margh 2008 and signed on iis behalf by

L

Ronnie Franks
Director

The accompanying notes form an integral part of these financtal statements
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Consolidated Cash Flow Statement

FOR THE YEAR ENDED 30 SEPTEMBER 2007

2007 2006
Notes £'000 £'000

Net cash outfiow from operating activities A (537} (1,334
Returns on investments and servicing of finance
Interest recenved - 85
Interest paid B0) (17)
Net cash {outflow)/inflow from returns on investments
and servicing of fimance (80) 78
Taxation pard - (33)
Capital expenditure and financial investment
Payments to acquire tangible fixed assets 4 {80)
Purchase of mnvestments - (50)
Purchase of business B {50) -
Net cash outfiow from investing activities (54) (110)
Acquisitions and disposals
Purchase of subsidiary undertakings - Q9)
Proceeds of disposal of subsidiary C 8 100
Net overdraft disposed with subsidiary - 291
Proceeds from the disposal of shares 35 -
Net cash inflow from acquisitions and disposals 43 292
Net cash outflow before financing {608) (1,107
Financing
Net cash proceeds from share 1ssue - {38)
Caprtal element of finance lease - {4)
Loan note drawn down 1,800 -
Net cash inflow/(outflow) from financing 1,000 (42)
Increase/(decrease) in cash in the year D E 382 {1,149)

The accompanying notes form an integral part of these financial statements
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Notes to the Consolidated Cash Flow Statement

FOR THE YEAR ENDED 30 SEPTEMBER 2007

Reccnciliation of operating loss to net cash outflow

from operating activities

2007 20086
£°000 £'000
Operating loss {1,250) (2,654)
Depreciation charge 20 47
Loss on sale of assets - 5
Goodwil amertisation and impairment 348 86%
Decrease In work 1n progress - 80
(Decreaselincrease in debtors 471 (56)
{Decrease)/increase m creditors (126) 375
Net cash outflow from operating activities (537} (1,334)
Purchase of business
£'000
Assets acquired
Tangtble fixed assets 4
Goodwill 79
83
Settled by
Cash pad 50
Deferred consideration 33
83
Sale of subsidiary undertaking
£'000
Assets disposed of
Tangible fixed assets 1
Debtors 45
Creditors {50)
(4)
Surplus on disposal 12
Cash receved 8

Telco Solutions Limited contributed £60,000 to the Group’s operating cash outflow and paid £2,000
In respect of net returns on investments and servicing of finance
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Notes to the Consolidated Cash Flow Statement

CONTINUED

Reconcihation of net cash flow to movement in net debt

2007 2006
£'000 £'000
Increase/(decrease) in cash In the year 3g2 (1,353}
{Increase)/decrease in debt in the year ' (1,000) 204
Movement In net debt in the year (608) {1,149
Qpening (net debty/funds (16} 1,133
Closing net debt (624} (16}
Analysis of changes in net debt
30 September Cash 30 September
2006 flows 2007
£'000 £000 £'000
Cash at bank 86 343 429
Bank overdraft (102) 49 {53}
(16) 392 376
Loan - (1,000) (1,000}
(16) (608) (624)
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Notes to the Financial Statements

FOR THE YEAR ENDED 30 SEPTEMBER 2007

Accounting policies
Accounting convention

These financial statements are prepared on the going concern basis under the histoncal cost

convention and in accordance with the Companies Act 1985 and applicable accounting standards
The principal accounting policies are set out below

Basis of consolidation
The group profit and loss account and balance sheet consist of the financial statements of the parent
company and its subsidiary undertakings

The results of businesses acquired or disposed of duning the year have been included from the

effective date of acquisiton or up untll the date of disposal Profits or iosses on ntra-group
transactions are eiminated in full

Revenue recognition

Revenue compnses the far value of the sale of services, net of value-added tax, rebates and

discounts and after elsminating sales within the Group The Group derves its turnover in the property
semvices business

Taxaton

The charge for taxation 13 based on the results for the year and takes 1nto account deferred taxation
Provision 16 made for material deferred taxation, n respect of all tmuing differences that have
originated but not reversed at the balance sheet date Deferred tax assets are recogrised only to the
extent that the Directors consider that it is more kely than not that there will be suitable taxable
profits fram which the future reversat of the underlying timing differences can be deducted

Investments
Investments ars included at valuation on the following basis
(@) Listed nvestments are valued at market values given the size of the holding

(o) Unguoted nvestments are valued by the Directors at ihe cost of the investment, subject to any
impairment in value

Goodwill

Goodwill ansing from the purchase of subsidiary and associated undertakings represenis the excess

of the far value of the purchase consideration over the fair value of the net assets, or share of net
assets acquired

The goodwill ansing on acguisitions 1S capttalised as an intangible asset and amortised over a period
of 20 years, subject to an annual imparment review

Tangible Fixed Assets

Tangibie Fixed Assets are statec at cost, net of depreciation and any provision for impawrnent The
cost of tangtble fixed assets 1s theirr purchase cost, together with any incidental cost of acquisition
Depreciation 1s provided cn the cost of tangible fixed assets in equal annual instalments over the
estimated useful Iives of the assets The rates of depreciation are as follows

Leasehold mprovements Whniten off over & years
Office equipment 20%/25% on cost
Fixtures & Fittings 10% on cost
Computer equipment 25%/33 33 % on cost
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Notes to the Financial Statements

CONTINUED

Accounting policies continued
Operating Leases

Operating lease rentals are charged to the prefit and loss account in equal annual amounts cver the
lease term

Hire Purchase Contracts

Assets obtained under hire purchase contracts, which transfer to the group substantially all the nisks
and rewards of ownership of the assets, are capitalised as tangible fixed assets and depreciated over
therr estimated useful Ife Obhgations under such contracts are included in creditors net of finance
charges allocated to future penods The finance element of the rental payment is charged to the profit

ard loss account so as to produce a constant pericdic rate of charge on the net obligations
outstanding in each pencd

Pensions

SMPA operates a defined contribution pension scheme for certain of its employees and directors
The assets of the schemes are held separately from those of the group The annual contributions

payable are charged to the profit and loss account The company provides no other post-retirement
benefits to its employees and directors

Financial Instruments

The group’s financing strategy, which 1s approved at Board level Is fo use cash to raise finance for
the group’s operations and acquisitions

The debt 1s currently at floating rates and the resulting interest rate exposure 1s kept under review by
the Board

Share based payments

Certain employees and Directors of the group recewve equity settled remuneration in the form of
Company share options The cost to employees that take the form of shares or nights to shares 18
charged to the profit and loss account on a straight ine basis over the vesting period and a
carresponding amount Is reflected 1n the profit and loss reserves in shareholder’s equity adjusted at
each balance sheet date to take into account actual and expected level of vestng The charge 1s
calculated as being the fair value of the shares or the nght to the shares at the date of grant, reduced
by any consideration payable by the employee Fawr value 18 measured usng a modified Black-

Scholes option pricing model and 1s based on a reasonable expectation of the extent 10 which
performance chtena will be met

Company profit and loss account

The Group has taken advantage of the exemption conferred by 5230 GA 1985 not to disclose a full

proft and loss account for the parent Company The parent Company's loss for the year was
£870,000 {2006 loss £4,590,000)
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Notes to the Financial Statements

CONTINUED

Segmental analysis

2007 2006
£'000 £'000
Sales
United Kingdom 2,657 5,557
Sales
SMPA 2,638 3,397
Discontinued cperations 19 2,160
2,657 5,657
Operating profit/{(loss) before exceptional items
SMPA (174) 51
Discontinued operations (80} (589)
Central and plc related costs (499) (1,590
(733) (2,128}
Exceptional tems (517) (526)
Operating loss after exceptional items (1,250) (2,654)
Operating net assets
SMPA 946 1,326
Discontinued operations - 34
Central and plc related costs (102) 469
844 1,828
Borrowings (624) (16)
Net assets 220 1,812
Information regarding Directors and employees 2007 2006
£'000 £'000
Directors' remuneration 83 316
Compensation for loss of cffice 66 134
Fees 72 118
Pension contributions 5] 2
Benefits in kind 6 6]
233 5786

Directors’ remuneration s charged in the accounts as follows £125,000 1s included in admiristrative
expenses and £66,000 in exceptional tems Two of the directors received contributions inte defined

centribution pension schemes in 2007 (2006 3)

2007 2006
£'000 £'000
Total attributable to highest paid Director 104 222
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Notes to the Financial Statements

CONTINUED

information regarding Directors and employees continued

Group

Average number of persons employed, including executive direciors

employed, by the Group during the year was

2007 2006
Number Number
Adrmunistration 13 21
Operaticns 25 128
38 149
Staff costs dunng the year {inciuding Directors fees) 2007 2006
£'000 £000
Wages and salanes 1,583 2,251
Social secunty costs 194 262
Pension costs 40 66
1,817 2,579
Operating loss
Operating loss Is stated after charging
2007 2006
£'000 £'000
Depreciation 20 47
Loss on disposal of fixed assets - S
Amortisation 111 552
Goodwill mpairment 237 317
Operating leases
- Land and buildings 175 232
- Equpment 10 24
Auditors’ remuneration
— Audtit fees (Company £10,000, 2006 £12,000) 26 39
- Taxation (Company £7,000, 2006 £5,000) 7 5
~ Comporate finance (Company £nil, 2006 £71,000) - 71
Exceptional items 2007 2006
£°000 £'000
Operating tems
Redundancies and employee termination costs 50 242
Relocation costs - 31
Deal abort costs - 289
Re-financing costs 185 -
Write offs on agreement of SMPA's earn out accounts 216 -
451 562
Non-operating items
(Surplus)/toss on disposal of subsidiary undertaking (12) 2,133

There will be no tax impact related to this exceptional tem due to the losses for tax purposes
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Notes to the Financial Statements

10

17

CONTINUED

Loss on fixed asset investmenis

2007 2006

£'000 £:000

Amounts wntten off investments 15 70
Interest payable 2007 2006
£'000 £'000

Bank overdrafts 10 8
Other interest charges - ]
Loan note interest 50 -
60 17

Interest recevable 2007 2006
£000 £000

Bank interest - 95
Tax on loss on ordinary activities 2067 2006
£'000 £'000

UK Corporation tax

Factors affecting the tax charge

The tax assessed for the year is lower than the standard rate of Corporation tax in the UK The
difference 1s explaned below

2007 2006
£'000 £000
Loss on ordinary actmvities before tax (1,313} {(4,779)
Loss on ordinary activities muitiphed by the standard rate of
corporation tax in the UK of 30% (2006 30%j) 394 1,434
Effects of
Excess of depreciaton and amortisation over capital allowances (80} (16)
Expenses not deductible for tax purposes (58) {(1,069)
Tax losses carmed forward for future utlisation (261) {325)
Tax losses uthsed in the year - 24)
Non taxable loss on sale of subsidiary {19) -

Current tax charge - 1

Losses per ordinary share

tosses pet share are calculated on the results shown in the table below The basic losses per share
calculation are based on a weighted average number of ordinary shares of 1p each of 112,975,684
(2006 108,927,248) The diuted number of ordinary shares of 1p each Is 114,645,684 (2006

111,112,248) The effect of the share options on the calculation of the earmings per share was
anti-dilutive

2007 2006
£'000 £000

Continuing operations (1,263) (2,166)
Discontinued operations (50) (2,613)
Total {1,313) (4,779)
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Notes to

the Financial Statements

12 Intangible fixed assets

13

CONTINUED

Goodwili
ansing on Purchased

acqusitions goodwill Total
GROUP £'000 £'000 £'000
Cost:
At 1 October 2006 1,384 834 2,218
Addibons - 79 79
Deferred consideration no longer payable (279} - (279)
At 30 September 2007 1,105 913 2,018
Amorhisation.
At 1 QOctober 2006 815 43 858
Amortisation charge 69 42 111
Impairment 158 79 237
At 30 September 2007 1,042 164 1,206
Net book vaiue
As 30 September 2007 63 749 812
At 30 September 2008 569 791 1,360
Tangible fixed assets Entures and Office

Fittings Equipment Total

GROUP £'000 £'000 £000
Cost
At 1 October 2006 8 443 451
Additicns - 8 8
Disposals - (5) (5}
Disposal of subsidiary - (31) (31}
At 30 September 2007 8 415 423
Amortisation.
At 1 Ociober 2008 2 352 354
Disposals - M (1)
Disposal of subsidiary - (30) (30}
Charge for the year - 20 20
At 30 September 2007 2 341 343
Net book value
At 30 September 2007 74 80
At 30 September 2006 91 a7

The net book value of tangible fixed assets does not include any assets held under finance leases
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Notes to the Financial Statements

13

14

CONTINUED

Tangible fixed assets continued

Office
Equipment Totat

COMPANY £'000 £'000
Cost*
At 1 October 2006 18 18
Disposals (5 {5)
At 30 September 2007 13 i3
Amortisation
At 1 October 2008 4 4
Charge for the year 4 4
Disposals 4] )
At 30 September 2007 7 7
Net book value:
At 30 September 2007 6
At 30 September 2008 14 14

The net book value of tangible fixed assets does not include any assets held under finance leases

Investments In subsidiary undertakings Company
2007
£'000

Cost:

At 1 October 2006 8786

Reduction in deferred consideration payable (279)

At 30 September 2007 597

At 30 September 2007, the Company held the following interests in its wholly owned subsidiary
undertakings, which all have a year end of 30 September 2007 and are included within the

consoldated accounts

Country of Business Class of Proportion
Name incorporation  activity shares held held
Smith Melzack Pepper
Anghiss Limited England Property Agency Ordinary 100%
Smith Melzack Pepper Angliss
(Professional Services) Limited™ England Property Agency Ordinary 100%
Smith Melzack Pepper Angiiss
(Managerment} Limited** England Property Agency Ordinary 100%
Smith Melzack Pepper Angliss
(Services) Limited™ England Property Agency Ordinary 100%
Smuth Melzack Pepper Angliss
{Croydon) Limited™ England Dormant Ordinary 100%
Mercury Property Services Limited  England Dormant Ordinary 100%

*A subsidiary of Smith Melzack Pepper Angliss Limited
A subsidiary of Smuth Melzack Pegper Angliss (Professional Senvices) Ltd

29
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CONTINUED
Investments
COMPANY AND GROUP
Percentage Percentage of
Investment Type of No of of class of total vating Country of
shares held shares held shares held rights held Incorparation
Dialog Group, Inc Common Stock 137,079 6 91% 6 91% USA
Weatherly Securities  Warrants 2 - - USA
Corporation
Group Company

2007 2006 2007 2006

£'000 £'000 £'000 £'000
Equity shares
Listed - 50 - 50

Group Company

2007 2006 2007 2006

£'000 £°000 £'000 £'000
At 1 October 2006 50 70 50 70
Additions - 50 - 50
Disposals {35) - (35) -
Amounts written off nvestments (15} 70) (15) (70)
Net book value at 30 Sepiember 2007 - S50 - 50
Represented by
Histonc cost 70 120 70 120
Amaounts wntten off mvestments (70) (70) 70) (70

- 50 - 50

Listed investments comprise shares in Dialeg Group Inc which are considered to have no value,
because of the lack of marketability of the shares At 30 September 2007, the market value of the

shares was £8,033

Debtors Group Company
2007 2006 2007 2006
£'000 £000 £'000 £'000
Trade debtors 495 588 - 14
Amounts owed by subsichary - - 900 1,047
Other debtors 30 372 36 121
Prepayments 181 262 - 3
7086 1,222 936 1,185
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CONTINUED

Creditors. amounts faling due within one year

Group Company

2007 2006 2007 2006

£'000 £:000 £°000 £'000

Bank overdraft 53 102 - -
Trace creditors 148 401 30 196
Ciher taxation and social securtty 211 215 - 13
Cther creditors 220 181 86 92
Accruals and deferred income 84 104 - 41
716 1,003 116 342

The Group does not have an overdraft facility on a net group basis However, the Company's bankers
retain therr security of fixed and floating charges over the undertaking and assets present and future
to cover sttuations where accounts within the Group are temporarity overdrawn

Creditors. amounts falling due after more than one year

Group Company
2007 2006 2007 2006
£'000 £000 £°000 £'000
Unsecured Loan Stock 1,000 - 1,000 -
Convertible Loan Stock 1ssued
after the year end 91 - 91 -
1,091 - 1,091 -

The Unsecured Loan Stock 1s repayable on 31 January 2012 and cames interest of two per cent
aver 3 month LIBOR, payable quarterly in arrears except that no accrued interest will be payabie until
8 August 2008 Pendana Limited and Ethel Austin Investments Limited, who hold, in aggregate,

£635,000 nomunal of Unsecured Loan Stock, have agreed to defer the payment of any interest for
the perod up to 31 March 2009 until 30 Apnl 2009

Subsequent to the balance sheet date, Convertible Loan Stock was issued representing 50% of the
deferred consideraticn payable to the Vendor partners of SMPA, following agresment of the earn out
accounts Interest on the convertible loan stock 1s payable at 2 0% over 3 months LIBOR Rate and

the loan stock is convertible nto ordinary shares at a price of 2 pence per share The Convertible
Loan Stock is repayable on 30 April 2009
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CONTINUED

Operating lease commitments

At 30 September 2007 the Group had arnual commitments under operating leases as sst out beiow

Group Company
Land and Bulldings Land and Builldings
2007 2006 2007 2006
£'000 £'000 £'000 £'000
Lease expires:
Within one year - 16 - 16
Within two to five years 175 175 - -
175 191 - 16
Group Company
Equipment Equipment
2007 2006 2007 2006
£'000 <'000 £'000 £7000
Lease expires
Within one year 3 9 - 1
Within two to five years 7 13 - -
10 22 - 1

Financal instruments

(@)

e

Policies and nsks

The group’s fmancial nstruments compnse equity tnvestments, cash, bank overdrafts and
various items such as trade debtors and trade creditors that anse directly from its operations
Cash Is used to raise finance for the group’s operations and acquisiticns The main purpose of
holding equity nvestments 1s to achieve capital growth and realise profits on ther disposal

The group has not entered into any dervative transactions The equity investments held by the
group are susceptibile to changes in value ansing frorn market factors The performance of each
Investment 1s constantly monitored by the directors and its advisers

The group is not subject to any foreign exchange nsk onits operations but at the year end holds
a small iInvestment denominated in US dollars

Short term debtors and creditors have been excluded from the disclosures

Interest rate profile of financial instruments

Short term debtors and creditors have been excluded from the interest rate profiie disclosures

The interest rate recevable on the other debtors s nil (2006 nil%) The interest rates chargeable
on the financial habilities 1s nil (2006 nil%)

Borrowing facihties
The group did not have any net borrowing faciities at 30 September 2007
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CONTINUED
Share caprtal Group Company
2007 2006 2007 2006
£'000 £'000 £'000 £'000
Authonsed
500,000,000 ordinary shares of 1p each 5,000 5,000 5,000 5,000
Called up, allotted and fully paid
112,975,684 ordinary shares of 1p each 1,130 1,130 1,130 1,130
Nominai Value
Number £
At 1 Qctober 2006 and 30 Septernber 2007 112,975,684 1,129,757

Since the year end 4,550,000 ordinary shares were 1ssued 1n connection with the agreement of the
SMPA earn out accounts and the current number of ordinary shares In issue 1s 117,525,684

Share Options

On 19 October 2005, the Company put In place a share option scheme in which alt employees of
participating companies within Mercury Group plc who are more that six months from their normal
retirement age are ehigible to participate, subject to the discretion of the Board

The total number of shares 1ssued and 1ssuable under gptions granted under the Scheme over any
ten year penod, together with shares issued and issuable under any other employees' share
schemes of the Company, may not exceed ten per cent of the 1ssued ordinary share capital of the

Company The options vest once an employee has completed a service perod of three years from
the date of grant

A total of 2,185,000 options were outstanding at the beginning of the year and 1,670,000 at the end
of the year 515,000 options were forfeted or lapsed unexercised dunng the period The options

outstanding at 30 September 2007, which have been granted to subscribe for ordinary shares of the
Company, are as follows

Number of shares Subscnption
under option pnce per share Exercise Perod
2,185,000 7 375p 26 Qctober 2008 to 26 October 2015

The Company has not recogrised any charge relating to share options, through either the profit and
loss account or in the profit and loss reserves in shareholders’ equity, on the grounds of immatenalty
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CONTINUED

Movement on share capital and reserves
Called Up Share Profit
Share Premium Shares to Distributable Other and Loss
Capital Account be Issued Reserve Reserve Account
GROUP £'000 £'000 £'000 £'000 £°000 £'000
1 October 2006 1,130 847 370 4,711 156 (5,402)
Reduction in deferred
consideration - - (279) - - -
Loss for the year - - - - - (1,313}
30 September 2007 1,130 847 91 4711 156 {6,715)
Called Up Share Profit
Share Premium Shares to Distributable Other and Loss
Capital Account be Issued Reserve Reserve Account
COMPANY £'000 £'000 £'000 £'000 £:000 £'000
1 October 2006 1,130 847 370 4711 156 {5,345)
Reduction In deferred
consideration - - (279 - - -
Loss for the year - - - - - (870)
30 September 2007 1,130 847 =3 4711 158 {6,215}

The reduchon in deferred consideration relates to adjustments following agreement afier the year end
of the SMPA earn out accounts

Acquisitions and disposals

Acquisition of the CRC business

On 18 January 2007, SMPA purchased the business of CRC for 2 maximum consideration of
£83,000, of which £50,000 was paid on completion

Disposal of Telco Solutions Limited

On 12 June 2007, the Company disposed of 1ts shareholding in Telco Solutions Limited for a net
consideration of £8,500 and its results have been reporied under Discontinued Operations
Subsequent to the disposal, the acquirng company went into administration, with only £8,500 of the
contracted £85,000 consideraton actually received The net surplus on disposal was £12,000

Foreign currency translation

The exchange rates used for franslation of US dollar transactions and balances in these financial
statements are as follows

2007 2006
Profit and loss account (average rate) - 180
Balance sheet {year end rate) 205 180
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CONTINUED

Deferred taxation
The total potential position of the Group for deferred taxation on the full liability basis 1s as follows

2007 2006

Assets Liabihties Total Total

£'000 £'000 £'000 £'000

Accelerated caprtal allowances - (1 (%) 4
Qther tming differences

—Un-utiised tax losses 4,798 - 4,798 4,856

4,796 1) 4,785 4,852

None of the above has been recognised in the financial statements The reversal of the accelerated
capital allowances will be covered by avalable tax losses Due to the uncertainty of the tming of
taxable profits in the future, a deferred tax asset in respect of the tax losses has not been included
as an asset in the accounts
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Notice of Annual General Meeting

NOTICE IS HEREBY GIVEN that the eighth Annual General Meeting of the Company will be held at the
offices of DMH Stallard, 6 New Street Square, London EC4A 3BF on 1 May 2008, at 8 50 am for the
purpose of considerng and, If thoughit fit, passing the following resolutions, which will be proposed, in the

case of Resolutions 1 to 5 inclusive, as ordinary resolutions and, in the case of Resolution B, as a special
resolution

Ordinary Resolutions

1

That the Teport of the Directors and the audited accounts of the Company for the year ended
30 September 2007 be received

That Walter Goidsmith be re-elected as a director of the Company
That James Lugg be re-glected as a director of the Company

That Kingston Smith LLP be re-appointed as auditors of the Company, and that the Directars be
authonsed to determine the auditors’ remuneration

That, in substitution for and to the exclusion of all previous such authonties, the Directors be generally
and unconditionally authonsed in accordance with section 80 of the Companies Act 1985 (“the Act”)
to exercise all the powers of the Company to afiot relevant securities {within the meaning of section
80{2) of the Act) up to an aggregate nominal amount of £1 milion provided that this authornty shall
expire {untess previously renewed, vaned or revoked by the Company 0 general meeting) on 31 July
2009, save that the Company may, before the expiry of such authonty, make offers or agreements
which would or might require relevant secunties to be allotted after such expiry and the Directors may

allot relevant secunties in pursuance of any such offer or agreement as if the authonty conferred by
this resoiution had not expured

Special Resolution

6

Registered Office

Subect to resaluton 5 having been passed, that the Directors be empowered, pursuant to the
provisions of Section 95(1) of the Act, to allot equity secunties {as defined in Section 94 of the Act)
pursuiant to the authonty given to them for the purposes of Section 80 of the Act by resolution 9 as
if Section 89(1) of the Act chd not apply to such alletment, provided that this power -

(a) shall be imied to the allotment of ordinary shares up o a maximum amaount of £500,000, and

{b) shall, unless it 1s, prior to its exprry, duly revcked or vared or renewed, expire on 31 July 2009
or on the date of the next Annual General Meeting of the Company, whichever i1s the earlier, save
that the Company may before such expiry make an offer or agreement which would or might
require equity securnities t¢ be allotied after such expiry and the Directors may allot equity
secunties in pursuance of such offer or agreement as if the power conferred hereby had not

expired
By Order of the Board

Andrew Lovelady
Company Secretary

Cevonshire House
60 Goswell Road
Ltondon EC1M 7AD

Dated 28 March 2008
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Notice of Annual General Meeting

CONTINUED

Notes
Appointment of proxies

1

As a member of the Company, you are entitled to appoint a proxy to exercise all or any of your nghts
to attend, speak and vote at the Meeting and you should have receved a proxy form with this notice

of meeting You can only appoint a proxy using the procedures set out in these notes and the notes
to the proxy form

A proxy does not need to be a member of the Company but must attend the Meeting to represent
you Details of how to appont the Chairman of the Meeting or another perscn as your proxy using
the proxy form are set out In the notes to the proxy form If you wish your proxy to speak on your

behalf at the Meeting you will need to appoint your own choice of proxy (not the Chairman) and give
your instructions directly to them

If you do not give your proxy an indicaton of how to vote on any resolution, your proxy will vote or
abstain from voting at his or her discretion Your proxy will vote (or abstain from voting) as he or she
thinks fit in relation to any other matter which 1s put before the Meeting

Appointment of proxy using hard copy proxy form

4

The notes to the proxy form explan how to direct your proxy how to vote on each resolution or
withhold ther vote

To appaint a proxy using the proxy form, the form must be
- completed and signed,

sent or delivered to Capita Regstrars (Proxies), PO Box 25, Beckenham, Kent BR3 4BR, and
received by Capita Registrars no fater than 9 50 am on 29 Aprl 2008

In the case of a member which 1s a2 company, the proxy form must be executed under its common
seal or signed on its behalf by an officer of the company or an atiorney for the company

Any power of attorney or any other authonty under which the proxy form 1s signed (or a duly certified
copy of such power or authorty) must be Included with the proxy form

Appointment of proxy by joint members

5

Inthe case of joint holders, where more than one of the jont holders purports to appoint a proxy, only
the appomiment submitted by the most semor holder witt be accepied Senonty 18 determined by

the order in which the names of the joint holders appear in the Company's register of members in
respect of the joint holding (the first-named being the most senior)

Changing proxy instructions

6

To change your proxy instructions simply submit a new proxy appointment using the methods set
out above Note that the cut-off time for receipt of proxy appointments {see above) also apply In

retation to amended instructions, any amended proxy appointment received after the relevant cut-off
time will be disregarded

Where you have appomtéd a proxy using the hard-copy proxy form and would like to change
the mstructions using ancther hard-copy proxy form, please contact Capita Registrars on
0871 684 0300 {calls cost 10p per minute plus network extras)

If you submit more than one valid proxy appoiniment, the appointment received last before the latest
time for the receipt of proxies will take precedence
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Termmation of proxy appointments

7

In order to revoke a proxy Instructien you will need to inform Capita Registrars (Proxies) by sending
a signed hard copy notice clearly stating your intention to revoke your proxy appointment to Capita
Regisirars (Proxies), PO Box 25, Beckenham, Kent BR3 4BR in the case of a member which 1s a
company, the revocation nofice must be executed under its commen seal or signed on its behalf by
an officer of the company or an attorney for the company Any power of attorney or any other
authonty under which the revocation notice 1s signed (or a duly cartified copy of such power or
authority) must be included with the revocation notice

The revocation notice must be received by Capita Registrars (Proxies), PO Box 25, Beckenham, Kent
BR3 4BR no later than 9 50 am on 28 Apnl 2008

If you attempt to revoke your proxy appomntment but the revocation 15 recenved after the tme
specified then, subject to the paragraph directly below, your proxy appointment will remain vald

Appointment of a proxy does not preclude you from attending the Meeting and voting in person If

you have appointed a proxy and attend the Mesting in person, your praxy appointment will
autornatically be terminated

Communication

8

Except as provided above, members who have general queres about the Meeting should contact

Capta Regwstrars (Proxies), PO Box 25, Beckenham, Kent BR3 48R (no other methads of
communication will be accepted)

You may not use any electronic address provided erther
— in this notice of annual general meeting, or
— any related decuments (Including the proxy form),

to communicate with the Company for any purpases other than those expressly stated
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