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If you are in any doubt about the contents of this document you should consult a person authorised under the
Financial Services Act 1986 who specialises in advising on the acquisition of shares and other securities.

A copy of this document (which has been drawn up in accordance with the requirements of and is a prospectus
for the purposes of the Public Offers of Securities Regulations 1995 (“POS Regulations”) and the Rules of the
Alternative Investment Market of London Stock Exchange plc (“AIM™)) has been delivered to the Registrar of
Companies in England and Wales for registration in accordance with Regulation 4(2) of the POS Regulations.

The Directors of Charteris plc, whose names appear on page 3, accept responsibility for the information
contained in this document. To the best of the knowledge and belief of the Directors (who have taken all
reasonable care to ensure that such is the case), the information contained in this document is in accordance
with the facts and does not omit anything likely to affect the import of such information.

Application has been made for the whole of the ordinary share capital of Charteris plc in issue immediately
following the Placing to be admitted to trading on AIM. AIM is a market designed primarily for emerging
or smaller companies to which a higher investment risk than that associated with established companies
tends to be attached. A prospective investor should be aware of the potential risks in investing in such
companies and should make the decision to invest only after careful consideration and consultation with his
or her own independent financial adviser.

The rules of AIM are less demanding than those of the Official List. It is emphasised that no application is
being made for admission of these securities to the Official List. Further, neither the UK Listing Authority
nor the London Stock Exchange has itself approved the contents of this document. Admission of the
Ordinary Shares is expected to take place and dealings to commence in the Ordinary Shares on AIM on

CHARTERIS PLC

(Incorporated in England and Wales under the Companies Act 1985 1989 No. 3165591)

Placing by
Teather & Greenwood Limited
of 3,472,222 Ordinary Shares of 1p each at 90 pence per share
and Admission to the Alternative Investment Market

Share capital following the Placing

Authorised Issued and to be issued following Placing
Amount Number Ordinary Shares Amount Number
£1,00C.00C 100.,200,00C of Ipcach £347,772 34,777,222

The Ordinary Shares offered by this document have not been and will not be registered under the United States
Securities Act of 1933, as amended (“the Securities Act”) or any securities laws of any state of the USA and,
unless so registered, may not be offered or sold except pursuant to an exemption from, or in a transaction not
subject to the registration requirements of, the Securities Act or applicable state securities laws.

Upon Admission, the Ordinary Shares being issued pursuant to the Placing will rank pari passu in all respects
with the existing issued Ordinary Shares of the Company and will rank in full for all dividends or other
distributions hereafter declared, made or paid on the ordinary share capital of the Company.

Teather & Greenwood Limited, which is regulated by the Securities and Futures Authority Limited, is acting for
the Company in relation to the Placing, and will not be responsible to any other person for providing the
protections afforded to customers of Teather & Greenwood Limited or for providing advice in refation to the
contents of this document or the Placing or the admission of the Ordinary Shares to trading on AIM. Teather &
Greenwood Limited has not authorised the contents of any part of this document for the purposes of regulation
13(1)(g) of the POS Regulations. In particular, Teather & Greenwood Limited owes certain responsibilities to
London Stock Exchange plc which are not owed to the Company or the Directors or to any other person in respect
of his decision to acquire Ordinary Shares in reliance on any part of this document. No liability is accepted by
Teather & Greenwood Limited for the accuracy of any information or opinions contained in or for the omission of
any material information from this document, for which the Company and the Directors are solely responsible.

An investment in the Company involves a significant degree of risk and may not be suitable for all
recipients of this document. A prospective investor should consider carefully whether an investment in the
Company is suitable for him in the light of his personal circumstances and the financial resources available
to him. Your attention is drawn to the section entitled ‘Risk Factors’ on pages 17 and 18 of this document.
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DEFINITIONS

The following definitions apply throughout this document, unless the context otherwise requires:-

“ACI’,”

“Admission”

“ATM”

“AIM Admission Rules”

“Approved Scheme”
“Company” or “Charteris”
“CREST”

“Directors” or “Board”
“EMI Scheme”

“Enlarged Share Capital”
“Existing Ordinary Shares”
“Existing Unapproved Scheme”
“London Stock Exchange”
“Official List”

“Ordinary Shares”
“Placing”

“Placing Agreement”

“Placing Price”

“Placing Shares”

“POS Regulations”

“Share Option Schemes”
“Teather & Greenwood”
“UK” or “United Kingdom”

“UK Listing Authority”

“Unapproved Scheme”
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the Companies Act 1985 (as amended)

the admission of the Ordinary Shares to trading on AIM becoming effective in
accordance with the AIM Admission Rules

the Alternative Investment Market of the London Stock Exchange

the rules of admission to AIM, as contained in chapter 16 of the Rules of the London
Stock Exchange

the Charteris 2000 Approved Share Option Scheme

Charteris ple

the electronic share settlements system operated by CRESTCo Limited
the board of directors of the Company

the Charteris Enterprise Management Incentive Scheme

the Existing Ordinary Shares and the Placing Shares

the Ordinary Shares in issue at the date of this document

the Charteris Limited 1998 Unapproved Share Option Scheme
London Stock Exchange ple

the Official List of the UK Listing Authority

ordinary shares of 1 pence each in the capital of the Company
the placing of the Placing Shares at the Placing Price

the agreement dated 24 October 2000, between the Company (1), the Directors (2)
and Teather & Greenwood (3) summarised in paragraph 7 of Part V of this document

90 pence per Placing Share

the 3,472,222 Ordinary Shares the subject of the Placing

the Public Offers of Securities Regulations 1995

the Approved Scheme, the Unapproved Scheme and the EMI Scheme
Teather & Greenwood Limited

the United Kingdom of Great Britain and Northern Ireland

the Financial Services Authority acting in its capacity as the competent authority for
the purposes of Part IV of the Financial Services Act 1986

the Charteris 2000 Unapproved Share Option Scheme




“Broader Management Consultancy”

“CRM”

“e-business”

@ i
e-procurement

“e-Solutions”

“IPR”

“IS”
“IT”

“Management Consultancy”

“Security”

“Supply Chain Management”

GLOSSARY

Charteris’ Management Consultancy services outside the e-Solutions stream

(Customer Relationship Management) the use of enterprise-wide software
applications that allow companies to manage aspects of their relationship with

a customer

(electronic business) is the conduct of business on the Internet, not only
buying and selling but also servicing customers and collaborating with
business partners exploiting the convenience, availability, and world-wide
reach of the Internet. e-business can be said to include e-service, the provision

of services and tasks over the Internet by application service providers

is the business-to-business purchase and sale of supplies and services over the
Internet. An important part of many business to business (B2B) sites,
e-procurement Web sites allow qualified and registered users to look for
buyers or sellers of goods and services. Depending on the approach, buyers or
sellers may specify prices or invite bids. Transactions can be initiated and
completed. Ongoing purchase may qualify customers for volume discounts or
special offers. e-procurement software may make it possible to automate some
buying and selling. Participating companies expect to be able to control parts
inventories more effectively, reduce purchasing agent overheads, and improve
manufacturing cycles. e-procurement is expected to be integrated with the
trend toward computerised Supply Chain Management

the integrated service offered by Charteris to clients which aims to allow them
to move seamlessly from business vision and definition (the management
consultancy services provided by Charteris before commencing the
e-Solutions business) through to solution deployment

intellectual property rights including copyright, patents, trade marks, design
rights, topography rights, database rights (whether registered or unregistered)

information systems
information technology

the business and I'T management consultancy services offered by Charteris
across its e-Solutions and Broader Management Consultancy streams

the use of technology solutions (including encryption and digital certification)
to assure the integrity and authenticity of communications and data

(SCM) is the oversight of materials, information, and finances as they move in
a process from supplier to manufacturer to wholesaler to retailer to consumer.
Supply chain management involves co-ordinating and integrating these flows
both within and among companies. It is said that the ultimate goal of any
effective supply chain management system is to reduce inventory (with the
assumption that products are available when needed). As a solution for
successful supply chain management, sophisticated software systems with
Web interfaces are competing with Web-based application service providers
who promise to provide part or all of the SCM service for companies who rent
their service. By sharing this data “upstream” (with a company’s suppliers)
and “downstream” (with a company’s clients), SCM applications have the
potential to improve the time-to-market of products, reduce costs, and allow
all parties in the supply chain to better manage current resources and plan for

future needs

o
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“WAP”

XML

CHARTERIS

prospectus 2000

(Wireless Application Protocol) enables access of the Internet through mobile

telephony

(Extensible Markup Language) is a flexible way to create common information
formats and share both the format and the data on the World Wide Web,
intranets, and elsewhere. For example, computer makers might agree on a
standard or common way to describe the information about a computer
product (processor speed, memory size, and so forth) and then describe the
product information format with XML. Such a standard way of describing
data would enable a user to send an intelligent agent (a program) to each
computer maker’s Web site, gather data, and then make a valid comparison.
XML can be used by any individual or group of individuals or companies that
wants to share information in a consistent way. XML is “extensible” because,
unlike HTML, the markup symbols are unlimited and self-defining




KEY INFORMATION

The following information is derived from, and should be read in conjunction with, the full text of this document. You
should read the whole of this document, and not rely solely on the key information set out below. In particular your
attention is drawn to paragraph 20 of Part II of this document which is entitled ‘Risk Factors’.

KEY STRENGTHS

Proven, experienced and respected management and consultancy team. The management team has worked together for a
number of years and has the demonstrated capability to build and manage substantial businesses. The Company has
attracted and retained very experienced management consultants who have deep and practical knowledge of the business
application of information technology. This growing team is being further augmented with a team of technical consultants

concentrating on the development and deployment of e-business solutions.

The services delivered by the Company are designed to help clients improve business performance and create new business
opportunity through the effective application of information technology. Members of the Charteris team act as advisors to
business — frequently at senior executive level as programme and line managers — and as implementers of e-business
solutions. This span of experience from strategic consultancy to solutions delivery is an important factor in the Company’s

offering to the rapidly developing e-commerce markets.

=

The business has achieved strong organic growth since its formation in 1996. This has been delivered profitably and with
cash generation. There are opportunities to achieve further growth in the Company’s target markets both organically and

by acquisition in due course.

The Company operates principally in the banking and finance, retail, media and energy and utilities market sectors. These
markets continue to offer considerable potential for business growth. The report on which the annual survey published by
Management Consultancy in August 2000 is based identified the media, retail and finance sectors as among those presenting

the greatest opportunities for growth and IT consultancy as the category with the joint highest growth rate.

Charteris has developed an extensive client base which includes many leading businesses within their market sectors.
Strong senior-level relationships have been built with a number of these organisations which have led to continued demand
for Charteris’ services. Repeat business from clients accounted for approximately 60% of turnover in the last financial year.

Placing Statistics

Placing Price per Ordinary Share 90 pence
Market capitalisation at the Placing Price £31.3 million
Placing Shares as a percentage of Enlarged Share Capital 10%
Net proceeds of the Placing (after expenses) £2.65 million
Timetable

Dealings on AIM expected to commence 1 November 2000
Expected date of despatch of definitive certificates 8 November 2000
Expected date of crediting CREST accounts 1 November 2000
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PART

INFORMATION ON THE COMPANY

[. Introduction

Charteris is a business and I'T management consultancy business based in the City of London. Its clients include many large
organisations whose executives seek the Company’s advice on improving the performance of their businesses by a more
efficient use of information systems. Well over half of Charteris’ revenue is currently derived from assignments concerned

with the adoption of e-business techniques.

Members of the Charteris team have extensive experience of both business management and IS management. The Company
positions itself as helping to build an effective bridge between business and information systems strategies, which is seen by

Charteris as critical for the commercial success of many organisations.

Earlier this year Charteris launched a new e-Solutions service to focus on particular aspects of e-business management
consultancy and undertake the development and deployment of associated information systems. Charteris’ business has
grown rapidly since the Company was formed and the Directors believe that the new e-Solutions business has the potential

for even faster growth.

Charteris is seeking admission to AIM to enable it to support the continuing growth of its business and to accelerate that
growth by acquisition, particularly in e-Solutions. The net proceeds of the Placing will fund work in progress and assist with
acquisitions. None of the existing shareholders is selling shares in the Placing.

2. History

Charteris started trading in October 1996. It was founded by four Directors who had known each other for many years and
had senior roles in information technology consultancy and systems companies — David Mann, Cliff Preddy and John
Millar primarily with Logica plc and Chris Rees most recently with Deloitte & Touche Consulting, David Pickering and
Alan Woodward joined the Company from similar backgrounds in 1997. In preparation for Admission, Paul Biddle was
appointed a non-executive Director in August 2000 and Marsali Harwood has been recruited as Finance Director with
effect from 23 October 2000.

From the outset, the Directors embarked on building a team of very experienced professional staff, who had proven track
records of successfully running businesses and/or major projects in the IS field. Considerable efforts have always been
devoted to the selection of management consultancy recruits who can play a significant part in gaining new business for the

Company as well as undertake client assignments in senior positions.

Charteris has rapidly established a broad ‘blue chip’ client base, particularly in the finance sector, and in the retail, media,
energy, legal and government sectors. The Company’s business has recently been extended by the introduction in February
2000 of its e-Solutions services. These include the development and deployment of IT systems designed to assist clients in

achieving increased benefit from e-business techniques.

Charteris has been trusted with undertaking some major assignments for large organisations and their successful execution
has often led to further business with the same and other organisations. During the last year, the Company has achieved
considerably increased coverage in the press and the media, particularly in relation to its activities in e-business.

3. Business

3.1 Overview

Over the past two years a tangible and growing proportion of Charteris’ management consultancy assignments have
involved e-business in some form, and today the majority of assignments do so. Recently there has been increased market
interest in suppliers who can provide the consulting services for e-business (such as the creation and definition of e-strategy)
and take the results of this and design, develop and deploy the systems which put the strategy into practice. This is what led
Charteris, in February 2000, to establish its e-Solutions practice.

The e-Solutions practice provides both consulting and delivery services focused on four activity areas where market interest
is strong — CRM, Supply Chain Management, e-procurement and Security. Charteris continues to undertake other
e-business and non e-business consulting within its Broader Management Consultancy practice. The diagram on the next
page (which is not to scale) demonstrates the relationship of the e-Solutions business with the rest of the Company’s

activities.

CHARTERIS prospectius 20C0C




Management Consultancy

Broader
Management
Consultancy

* Customer relationship management

* Security

e-Solutions

LY

Dey,

® ¢-procurement

* Supply chain management

&
Cloy, 5
Py,

lncreasing e-services content

3.2 c-Solutions
Charteris’ Management Consultancy services are increasingly involved with e-business. This is an environment in which

clients frequently demand rapid development and deployment of systems.

Up until February 2000, Charteris advised clients on how to achieve this objective, but did not undertake the development
and deployment itself. However, it became clear that there was an opportunity for the Company to extend its services in
this direction and take more advantage of the very relevant management capability that exists within the Company for
developing and supplying systems successfully. The Company therefore launched a new e-Solutions service.

The service offers clients an integrated approach that aims to allow them to move seamlessly from business vision and
definition through to solution deployment. The approach to implementation is based on the use of packages from leading
vendors which, in addition to the fees generated by consultancy and by systems development and deployment, can lead to
referral fees. Charteris has already established formal relationships with BroadVision, Brokat, British Telecom and

PurchasingNet as partners in the development and deployment of systems.
The e-Solutions service is focused on four market areas:

L CRM —where businesses can generate new revenue streams and secure existing streams by applying technology to

acquiring and retaining customers;

1. Supply Chain Management — where supply partners can be integrated with an enterprise in effective, demand-driven

relationships which improve stock levels and order cycles;

II.  e-procurement — where the procurement process in an organisation can be streamlined to facilitate well informed

negotiations and purchasing;
IV.  Security — where technology solutions are used to assure the integrity and authenticity of communications and data.

Each of these is recognised as a rapidly growing and substantial market, and significant for e-business. Many organisations
are investing in ambitious development programmes that require skills and experience in these fields, which are in short
supply. Charteris has people who have relevant expertise and can make an important contribution to achieving the

e CHARTERIS
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successful execution of the programmes. Clients frequently appoint Charteris even in situations where they are deploying

large teams from their own resources and other professional firms.

An e-Solutions project can include either Management Consultancy services or the development and deployment of
systems or an element of both. Staff are often utilised for both the e-Solutions business and the Broader Management

Consultancy business.

3.3 Management Consultancy
The Management Consultancy services carried out by Charteris have expanded to reflect the demands of the market and the
increasing pool of experience within the growing team. The services are generally described under five headings and an

indication of their coverage is given below:

Management Consulting
. Advising on strategies for improving business performance and creating new business opportunities through the

effective application of information technology

. Specifying IS and e-business strategies, business processes and systems to underpin corporate change
. Structuring the relationship between a business and its IS provider
. Designing and implementing organisation structures for IT product and services businesses

Programme and Risk Management

. Directing and supporting complex and advanced technology IS programmes and managing the associated risks
. Defining business requirements and translating them into system requirements specifications

. Defining and managing the delivery of business benefits from e-business and IS programmes

. Performing healthchecks and undertaking diagnosis and recovery of problem programmes and projects

Business Information Architecture
. Helping businesses become information competitive — capitalising on corporate knowledge and information assets

for market advantage
. Enhancing the value of legacy systems through the use of e-business tools and techniques

. Achieving the right linkage of business strategy, processes and the information itself

Support for Business Acquisition and Equity Investment
. Giving independent advice to companies and funds on investments in, or acquisitions or disposals of, IT-related

businesses

Services to the Legal Profession
. Contributing commercial experience to the exploration of options for the resolution of I'T/IS project or supply

problems and, if litigation is the chosen route, providing expert witnesses

3.4 Intellectual Property Rights (*'IPR™)

Opportunities for the creation of IPRs may arise from time to time from the Company’s professional work. Charteris may
then make limited investment in developing the ideas to the point where IPRs can be established and then exploited, for
example by licensing through third parties. The Directors consider it unlikely that the cost of this will be material or that

the Company will engage in product development and support and sales directly to customers.

As an example, Dr Robert Worden of Charteris has developed an innovative technique and software which permit high
quality automatic translations between variants of the XML language. XML is an emerging standard which increasingly
forms the foundation for inter-business electronic communication, and underpins supply chain automation and
e-procurement in particular. Hundreds of variants of XML languages for common business processes such as invoicing are
emerging, and Dr Worden’s technique provides a way of automatically enabling interworking between these. The Company
has applied for a patent and it is intended that Dr Worden will receive a proportion of the proceeds of its exploitation. A
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number of substantial e-business product and service companies have shown interest in obtaining rights to exploit the idea
internationally.

The exploitation of IPRs such as this may provide both direct value from licensing arrangements and an enhanced profile
for the Company in its consulting and e-Solutions activities in related areas.

4. Customers

Ilustrations of some of Charteris’ work are provided in Part I1I of this document. A fuller list of its customers is shown on

the inside of the front cover of this document and contains the names of many large and leading organisations. Charteris
typically reports to members of the board or other senior executives.

In the four years since it started trading, Charteris has been awarded contracts by more than 110 different clients from a

wide range of market sectors. An analysis of its sources of revenue in the last financial year is presented in the pie chart
below:

Revenue in Financial Year 1999/2000

Other
Utilities Legal 2%

Technology/IT
8%

Retail \
9% .
Media
12%

Finance
58%

As the business has grown the percentage of revenue coming from the largest client has reduced as shown below.

Financial year ended 31 Jul % of Revenue from Largest Client
y y 8

1998

17
1999 13
2000 11

Almost all of the Company’s contracts are with UK organisations, but several assignments have involved work outside the
UK including in the United States, France, the Netherlands, Switzerland, Scandinavia, Singapore, and the Middle East. In

the immediate future Charteris does not expect to establish any offices outside the UK, but it does expect its international
activities to continue to grow.

The length of time for which Charteris’ services are contracted varies enormously. Many projects are short and completed
within a month, e.g. some due diligence work or project reviews. Other projects, e.g. the appointment of a project manager
>r interim manager, can span a number of years, albeit with arrangements for earlier termination.

». Business Development

lusiness development is a high priority for Charteris. It is an area to which experienced sales and marketing resources are
edicated and to which members of the consulting team make an important contribution. The foundation for the
evelopment of Charteris’ business is the successful execution of assignments and the satisfaction of clients. This has led to
ctensions ot new contracts with many existing clients and to obtaining business with others. A considerable proportion of

i business development effort is devoted to these objectives, because the client list already contains many organisations
here there is good scope for account development and referrals.

ther business development activities are directed towards building new client relationships within the Company’s target
arket sectors. An important part of this is the maintenance and development of the Charteris team contact network.
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Considerable emphasis is also placed on marketing initiatives and this year the Company has succeeded in promoting its
name more publicly. Members of the team have been on the radio and television and articles have been published in Business
Executive, Computer Weekly, Director, IT Consultant, Retailing Today and Scottish Banker. Charteris has sponsored
awards for electronic business transformation, which were endorsed by the Institute of Directors and presented at their
offices in Pall Mall on 9 August 2000. The Company produces a newsletter, Update, which is distributed to clients and

contacts several times a year.

The Company arranges a number of events for clients and other contacts. These include its Founders’ Dinners at which
leading names in commerce and politics are invited to speak on current issues related to business and information
technology. The speaker at the most recent dinner was The Rt. Hon Michael Portillo, Shadow Chancellor of the Exchequer.

All members of the Management Consultancy team are expected to contribute part of their time to business development
activities; they are senior people and have accumulated many contacts. In addition, professional business development
resources have part or all of their time dedicated for work in this area. This reserved resource will increase as the Company

grows in order to ensure the necessary level of professional and systematic business development.

Charteris has a well-established system for tracking and managing opportunities for business from the earliest “suspect”
stage through to contract negotiations. This is used in conjunction with a utilisation management system for professional
staff to produce forecasts of orders and revenues. These systems are seen as a very important tool for managing the business

effectively.

6. Competition

The majority of Charteris assignments are secured without a specific competition being held at the time a proposal is
submitted. This is often because the interest in the consultancy has been generated and refined in bilateral conversations or
correspondence resulting from Charteris’ marketing activities. If the opportunity has not originated in this way, the client
may still choose Charteris on a single tender basis if it is aware that the Company has undertaken a similar assignment
successfully for another organisation. Making assured progress quickly is often the prime consideration, particularly in the
e-commerce marketplace, although many organisations will be constrained to running a competition or wish to do so to

ensure value for money.

The organisations which undertake assignments similar to those carried out by Charteris fall into three main categories: the
major management, strategy and I'T consultants; specialist e-business consultancies; and the solutions providers who offer
consultancy services. Where Charteris has so far encountered direct, head-to-head competition, it has primarily been with
the major consultancies, such as Andersen Consulting, Cap Gemini/Ernst & Young, Deloitte Consulting, KPMG, PA and

PricewaterhouseCoopers.

7. Market

The magazine Management Consultancy publishes an annual survey of the top management consulting firms operating in
the UK. Its latest edition was published in August 2000 and showed that the firms participating had total revenues of

£4.3 billion in 1999, a growth of 16% over the total shown in their previous survey for 1998. Some of the growth was driven
by volume and some by higher daily fee rates. There was continued consolidation amongst the larger firms, for example the
merger of Ernst & Young and Cap Gemini. The same survey shows that Charteris has risen to 52nd in the list of top
consulting firms based on its 1999 calendar year revenues of £5.8m. In the previous survey the Company was in 66th

position.

There are various sector league tables in the Management Consultancy survey which reflect, in particular, the relatively high
proportion of Charteris’ revenues from the finance sector. The Company is placed 31st in that league (up from 52nd in the
previous year), in the sector which continued to be the most important for the industry. Charteris also features strongly in
other important and fast growing sectors for the industry such as media (5th) and retail (15th).

In recent years IT and IS issues have become of increasing importance in management consultancy markets, and I'T related
services have been the fastest growing part of the market. This trend looks likely to continue, given the significant levels of

interest being shown in e-business and internet-related consultancy services.
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8. Directors

From the outset, Charteris has had a very experienced Board of Directors. David Mann and Cliff Preddy, who are major
shareholders, work as non-executive directors of other companies; on 1 August 2000 they became non-executive Directors
of Charteris. Paul Biddle joined the board as a third non-executive Director on the same date.

David Pickering is Chief Executive; he has particular responsibility for the direction of the Company’s business
development activities. Marsali Harwood joined the board as Finance Director on 23 October 2000; previously this role had
been filled part time by the Chief Executive. All of the executive Directors spend part of their time on client assignments,
but they also have management responsibilities. John Millar is Director of Operations with responsibility for the delivery of
services to clients and the assignment and utilisation of staff. Chris Rees is Director of Staff Development with
responsibility for the processes for staff development and retention. Alan Woodward is Director of e-Business with
responsibility for all the Company’s activities in this field, as well as line management of the e-Solutions business.

The brief background of each Director is summarised below.

David Mann, 56, Non-Executive Chairman

David has extensive board-level experience of managing a range of I'T-related businesses and ventures, from small start-ups
to substantial operations, across many industry sectors in many different countries. He spent twenty-five years with Logica
plc where he played a central role in leading large parts of the group’s rapidly growing business. He became head of
worldwide operations, then group chief executive and finally deputy chairman before leaving the group in 1994. Prior to
entering the computing field, David read Mathematics and Theoretical Physics at Jesus College, Cambridge and then
worked for a short time in operational research. David is also a non-executive director of Cadcentre Group plc (Official
List), non-executive chairman of Flomerics Group plc (AIM) and Eurolink Managed Services plc (AIM) and a non-
executive director of Ansbacher Holdings Limited and Room Underwriting Systems Limited. He was President of the
British Computer Society in 1994-95 and Master of the Worshipful Company of Information Technologists in 1997-98.

Cliff Preddy, 53, Non-Executive Deputy Chairman

Cliff is an experienced director and information systems professional, who has developed and managed substantial
businesses which supply major IT systems and services to large corporations and government departments. He joined
Logica in 1969 where he worked initially as a programmer, systems designer, consultant and project manager. After a
number of line management and director appointments in subsidiaries, he was appointed in 1987 to the board of Logica plc
with responsibility for the exploitation of technologies within the group and global business development of
manufacturing, energy and utilities, and government sectors. In 1990 he was given overall responsibility for Logica’s UK-
based businesses, a role he undertook until leaving in September 1996 to set up Charteris as founding Chief Executive. Cliff
is a graduate of Bristol University with a first class Honours degree and a Masters degree in Mathematics. He is also non-
executive chairman of Science Systems plc (AIM) and non-executive chairman of Acquisition Accounting Limited.

David Pickering, 46, Chief Executive

David is an experienced business manager with a track record in leading service-based businesses to achieve major growth.
He has undertaken a wide range of business consultancy and management assignments in a variety of market sectors. Prior
to joining Charteris he spent eleven years with Logica where he became director of the Energy and Utilities Division, which
grew rapidly into one of the company’s largest operating units. Sales in this Division increased from around £20 million in
the year before his appointment to over £50 million per annum in the 2 years under his leadership. He also has direct
experience of the finance, manufacturing and distribution sectors. David is an Honours graduate of Manchester University
in Electrical and Electronic Engineering and has a Masters degree in Electronic Engineering from Brunel University. David
joined Charteris in July 1997 as Business Development Director and took over from Cliff Preddy as Chief Executive on

1 July 1999.

Paul Biddle, 55, Non-Executive Director

Paul joined Charteris as a non-executive Director in August 2000. For the last 6 years he has been with NatWest, initially as
Finance Director of NatWest UK and latterly as Chief Financial Officer of the Retail & Commercial Businesses. Prior to
joining NatWest, he was Finance Director of Digital Equipment Co Ltd from 1987 to 1994. Previous experience was with
Rank Xerox in their European Headquarters and as Director, Planning, Information & Finance of Rank Xerox (UK).
Earlier experience was gained with Unilever, having qualified as a Chartered Accountant with Deloitte & Co. in the City. In
1997 Paul was appointed Vice Chairman of the Crafts Council.
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Marsali Harwood, 33, Finance Director

Marsali joined Charteris as Finance Director in October 2000. She is a Chartered Accountant with strong commercial
interest and experience in technology businesses. She qualified with Arthur Andersen, where her assignments were
primarily for major clients in heavy engineering, electronic and financial services on tax planning. From 1992 to 1996 she
worked with Logica, initially on business analysis and financial control related to the overseas subsidiaries, and finally as
Finance Manager of four of the UK divisions. She then joined Sony UK Ltd, where in 1998 she became Senior Product and
Business Development Manager responsible for Digital Set Top Boxes in the UK market and for developing business and
relationships with digital broadcasters. Marsali has an Honours degree in Politics, Philosophy and Economics from Oxford

University.

Jobn Millar, 48, Executive Director

John has 27 years experience in the I'T and consultancy field mostly with major systems integration companies in the UK
and the Netherlands. From early days as a programmer, team leader, consultant and project manager delivering IT
solutions to customers in the healthcare, retail, finance, energy and government sectors, he progressed to managing
substantial systems delivery businesses in energy and defence. Prior to joining Charteris as a founder director in October
1996, he spent 16 years at Logica where he was at one time chief executive of the defence and government subsidiary and
then technical director of the group, responsible for the development of project methods and skills and for the supervision
of a number of the largest projects around the world. He graduated from Edinburgh University with an Honours degree in
Computer Science in 1973.

Chris Rees, 56, Executive Director

Chris is a highly experienced practitioner in systems for financial institutions. His clients include APACS, LIFFE and
Barclays Bank. He has also led strategic assignments for clients in other industries, such as Meyer International and East
Midlands Electricity. Prior to joining Charteris as a founder director, he was Partner in Charge of the Financial Institutions
IT Practice at Deloitte & Touche Consulting Group. His assignments there included setting up the new institutional
frameworks for securities trading and settlement in Russia, Poland and Hungary and strategic advice to stock exchanges,
brokers and banks in the UK, Western and Eastern Europe. Before joining Deloitte & Touche as a Partner, he held a
number of management roles at Logica, ultimately as Managing Director of Logica Software Products Ltd. His earlier
career was spent with IBM and Dun & Bradstreet, where he was a Product Manager. He graduated from St Andrew’s
University with an Honours degree in Political Economy, Logic and Metaphysics.

Alan Woodward, 38, Executive Director

Alan is an IT specialist with many years experience of project, commercial and operations management. Since 1983 Alan has
been involved in a variety of IT application areas. Prior to joining Charteris, Alan was commercial manager of the Energy
and Utilities Division of Logica, with responsibility for reviewing and managing bids and projects to achieve rapid growth
targets whilst minimising business exposure. He has gained his expertise through successful execution of large and complex
IT projects, in managing critical issues, including project and commercial turnarounds, and developing business and
technical strategies for I'T businesses. Alan continues to advise businesses on their e-business strategies and technical
architectures. His broad understanding of the e-business market and the technologies involved has resulted in Alan often
being asked to comment in the media on Internet related developments. Alan joined Charteris in May 1997 and was
appointed a Director on 1 March 2000. Alan is a graduate of Southampton University in Physics.
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9. Team

Charteris’ performance as a business reflects the considerable experience of the people who have chosen to join the
Company since its formation. What has increasingly attracted employees and encouraged such a high proportion of them to
stay is partly the culture that has been established in the Company. This encourages professional achievement for the

benefit of clients in an open and informal atmosphere.

The breakdown of employees by role on 31 July 2000 was as follows:

Directors 6
Business Developers 6
Operations/Technical Management 3
Principal Consultants 22
Senior Consultants 4
Technical Consultants

Administrators 3
Total 46

By 1 October 2000 total staff numbers had grown to 51 of which 6 are Technical Consultants. A team of 14 is assigned to the

e-Solutions business.

The Company has benefited considerably from team continuity: there have been just three leavers since trading commenced
in 1996. The Charteris consulting and management team have the following profile of relevant experience:

Upto 10 years 12%
11-20years 28%
21-30years 33%
over 30 years 27%

I 0. Remuneration
Another important part of the Charteris culture is that it operates remuneration schemes that permit team members to
achieve higher than normal market remuneration for above target performance in return for a lower guaranteed salary.

Each member of the Management Consultancy team is allocated a notional salary. He or she is then paid a basic salary,
which is less than that notional salary, together with bonuses that can lead to total remuneration well in excess of the
notional salary. The way in which the bonuses are calculated depends on the role of the individual; it may, for example, refer
to Company performance, orders achieved and/or fees earned on client projects. The system provides direct linkage from

delivery and customer satisfaction to remuneration.

I 1. Share Option Schemes

Grants of share options provide an additional mechanism for rewarding and incentivising executives and consultants who
have made a major contribution to the business and who are expected to play a key role in the achievement of strategic
objectives. Awards can also be made to recruit key staff with high potential.

The Company adopted the Existing Unapproved Scheme in April 1998 under which share options were later granted to
certain team members and Directors. Further details of this scheme are set out in paragraph 6.2 of Part V of this document.

No further options will be granted under this scheme.

In March 2000 Charteris established a General Employee Benefit Trust (“the Trust”) that has since subscribed for a total of
1,500,000 Ordinary Shares in the Company. 1,050,000 of these shares are linked to an incentive scheme under which the
Directors will have the discretion to invite selected team members to subscribe for up to 1,050,000 shares currently held by
the Trust at a price of 18.65 pence per share. The Directors intend to invite subscriptions for all 1,050,000 shares if
performance targets are achieved in the financial year ending 31 July 2001. The remaining 450,000 shares in the Trust can
potentially be used to satisfy the exercise of options under existing and new share incentive schemes.
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Three new Share Option Schemes are being established at the time of Admission, namely the Approved Scheme, the
Unapproved Scheme and the EMI Scheme, subject in the case of the Approved Scheme, to Inland Revenue and shareholder
approval being obtained. The Approved Scheme is subject to a maximum limit of options over Ordinary Shares with a grant
value of £30,000 for each individual beneficiary. The EMI Scheme permits up to 15 people to have options over Ordinary
Shares with a grant value of up to £100,000. In all three schemes the options can normally be exercised between three years
and ten years after the date of grant. The maximum number of Ordinary Shares issued or issuable by the company under the
Approved Scheme, the Unapproved Scheme and the EMI Scheme combined, pursuant to options granted in any tenyear
period after Admission, will be limited to 15% of the Company’s issued share capital.

| 2. Financial Record

Charteris’ trading record is summarised in the table below, which is based on the audited accounts for its last three

accounting periods.

Year ended 31 July

1998 1999 2000
Revenue (£000) 2,501 4,654 6,716
Profit Before Tax (£000) 221 476 371
Net Cash at Year End (£000) 140 907 1,099
No. of Staff at Year End 17 30 46
Net Current Assets (£000) 227 558 856
Shareholders Funds (£000) 286 636 925

The reduced profitability in the year ended 31 July 2000 is the result of the investment in the e-Solutions business.

[3. Current Trading and Future Prospects
The original plan approved by the Board in February 2000 for the establishment of the e-Solutions business envisaged the
investment continuing throughout the second half of the 1999/2000 financial year and the first half of 2000/2001. The new
business has so far been performing well in accordance with the plan and, although the operation is still in its formative

stage, the Directors are of the opinion that there are good prospects for this continuing.

Charteris has entered the new financial year with strong demand for its Management Consultancy services, both inside and
outside the e-Solutions business. The Company is therefore aiming to increase the number of management consultants in
the team at a slightly higher rate than in previous years. The continuing challenge is the considerable effort required to find
and recruit senior people with the right experience and personal qualities, but the Company has always risen to that
challenge and the Directors believe it is becoming progressively easier as the reputation of Charteris grows. In the
development and deployment part of the e-Solutions business more rapid growth is planned and the early results of the

Company’s investment in recruitment activity in this area are encouraging.

The Directors believe that the combination of the e-Solutions business and the Broader Management Consultancy services
has positioned Charteris very well for further strong organic growth in the current market. The admission to AIM should
enable the Company to complement this by acquisition, as and when it finds the right opportunities. This would take

advantage of the management team’s experience and capacity to run a larger group.
g 8 p gerg

4. Reasons for the Placing and Admission to AIM
The net proceeds of the Placing will be used:

+  toprovide working capital for the growth of the business; and
+  toprovide funds for investment and acquisition.
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I'5. The Placing

Pursuant to its obligations under the Placing Agreement, Teather & Greenwood has conditionally placed 3,472,222 Placing
Shares at 90 pence per share with institutional and other investors. The Placing is expected to raise approximately £3.125
million before expenses. The net proceeds after deducting the expenses of the Placing are estimated to be £2.65 million. The
Placing Shares represent approximately 10% of the Enlarged Share Capital . At the Placing Price the Company will have a
market capitalisation of approximately £31.3 million. The Placing has not been underwritten by Teather & Greenwood or

any other person.

Placees are required to remit their subscription monies to Teather & Greenwood by 3 p.m. on 24 October 2000.
Subscription monies will be held by Teather & Greenwood pending Admission. Definitive share certificates for the Placing
Shares are expected to be despatched to placees by 8 November 2000.

In the event that the minimum amount, as detailed in paragraph 8 of Part V, is not raised, funds will be returned to

applicants without interest by 10 November 2000.

Immediately following Admission, the Directors will be interested, in aggregate, in 27,483,333 Ordinary Shares,
representing approximately 79% of the then Enlarged Share Capital of the Company. Under the terms of the Placing
Agreement the Directors have undertaken that, subject to certain exceptions, without the consent of Teather &
Greenwood, they will not sell or otherwise dispose of, or agree to dispose of, any of their respective interests in the
Ordinary Shares held immediately following Admission at any time prior to the first anniversary of Admission. Details of
the Placing Agreement are set out in paragraph 7.2 of Part V of this document.

[6. Dividend Policy
The Directors intend to commence the payment of dividends when it becomes commercially prudent to do so, subject to
the availability of sufficient distributable profits, and the need to retain funds to finance the requirements of the Company.

Thereafter the Company will adopt a progressive dividend policy.

| 7. Corporate Governance
The Directors intend to comply, so far as practical, with the Principles of Good Governance and Code of Best Practice
prepared by the Committee on Corporate Governance and published in June 1998. In determining practicality, they will

have regard to the current stage of development of the Company.

An Audit Committee has been established consisting of the three non-executive Directors and chaired by Paul Biddle. A
Remuneration Committee has been established consisting of the three non-executive Directors and chaired by Cliff Preddy.

I'8. Taxation
Information regarding United Kingdom taxation with regard to the Placing is set out in paragraph 11 of Part V of this
document. If you are in any doubt as to your tax position, you should contact your professional advisor immediately.

The Company has been advised that the Placing Shares should be eligible (subject to the circumstances of investors) for tax
reliefs under the Enterprise Investment Scheme (EIS) and for investment by Venture Capital Trusts (VCTs), and has been
granted provisional approval by the Inland Revenue under the relevant legislation. Funds from these investors will be
segregated and the Directors will use the funds only for purposes which would qualify in respect of those schemes.

| 9. Additional Information

Your attention is drawn to the additional information set out in Parts ITII, IV and V of this document.

20. Risk Factors

In addition to the usual risks associated with an investment in a business at an early stage of development, the Directors

consider the following risk factors to be the most significant to potential investors:-

. An investment in the Company may not be suitable for all recipients of this document. Investors are accordingly
strongly advised to consult an investment adviser authorised under the Financial Services Act 1986 before making

any decision to invest.

prospectus 2000 CHARTERiS




¢  DPotential investors should be aware that the value of shares and the income from them can go down as well as up and
that investment in a share which is traded on AIM might be less realisable and might carry a higher risk than a share
quoted on the Official List.

. It may be necessary for the Company to raise additional capital to enable it to progress through further stages of
development.
. The Company’s business may be materially affected by the inability to recruit sufficient personnel of the right quality

or qualifications, or by the loss of key personnel. While the Company has entered into service agreements with each
of its key personnel, the retention of their services cannot be guaranteed.

. There can be no assurance that the Company will succeed in its plans for development of the new e-Solutions s
business.
¢ There can be no assurance that the Company will be able to achieve the level and rate of growth of sales envisaged by

the Directors.

. As the Company’s business grows, it may be necessary for it to take on heavier contractual responsibilities, including
acceptance of fixed prices, and thus greater risks to secure some work.

. The Company operates in a market which is subject to rapid technological change. There can be no assurance that the
Company will be able to keep pace with technological developments and respond to customer requirements.

. Whereas Admission may enhance the Company’s ability to acquire other businesses, there can be no assurance that it
will find one or more suitable ones with whom it can agree mutually acceptable terms and conditions.

. The Directors are aware of actual and potential competitors developing and marketing competing services. These
competitors may have significantly greater resources than the Company and there may be other potential
competitors of which the Directors are unaware. The services of such competitors may be sufficiently appealing to
the Company’s potential suppliers or customers to dissuade them from providing services to Charteris or using

Charteris’ services.

. A key part of Charteris’ strategy is to establish partnerships and alliances with other e-solutions related businesses to
enable the Company to provide a more rounded service. There is no guarantee that such arrangements can be

concluded on favourable terms or at all.
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PROJECT ILLUSTRATIONS PART 111

The illustrations given below have been approved by the relevant Charteris client. These illustrations are not intended to
show full or balanced coverage of all the services offered by the Company, but to indicate some of the work that Charteris

has undertaken or is undertaking,

APACS Charteris has been working with a number of UK banks on the development of a new
(Administration) e-commerce initiative. The system was designed to facilitate commercial dealings between
i suppliers of services and their customers through the banks’ websites. It includes the
provision of support over the Internet through PCs, WAP phones and interactive TV.
Working with staff from APACS (the Association for Payment Clearing Services), a
Charteris team has been assisting the Steering Group of banks and building societies. The

team developed the functional, technical and operational requirements of the scheme,
conducted supplier negotiations, and constructed the governance model and the business
case. This work built on foundations laid by the Charteris team in earlier phases, starting in
January 2000.

Charteris has a long-standing business relationship with Barclays Bank. In the early stages, it
assisted Barclays Technology Services (BTS), at the time an internal IT services organisation
of Barclays Bank, in the compilation of an IT Services Portfolio designed to improve
definition and communication of BTS’s services. Subsequently Charteris assisted the
Executive of BTS in the development of a new organisational design for the business. This

formed the basis of a Business Improvement programme designed to improve the cost
efficiency of the organisation. Charteris worked closely with Barclays’ executives and
consultants in the successful delivery of this programme. When Barclays announced the
creation of a shared IT and Operations I'T Service Provision organisation, Charteris was
asked to provide strategic advice to the major change programme, which would define the

structure and operation of the new organisation.

olog In an early assignment, Charteris helped BG Technology to build a business plan for the
imited potential exploitation of its advanced diagnostic information systems for the servicing of
domestic equipment. The systems, which provide rapid and accurate diagnosis of home

heating and similar equipment, occupy a dominant position in the UK domestic energy
services market. BG Technology appointed Charteris to develop a business plan associated
with the potential application of these systems in the US market. In a subsequent assignment
BG Technology asked Charteris to evaluate the commercial value of a product it had
developed for building managed intranets and related knowledge management products.
Initially developed to meet BG Technology’s own needs, these products were considered to
have potentially significant commercial value which was subsequently realised via a trade

sale.

Guardian Over a number of years Charteris has developed a significant business relationship with the
Newspapers Guardian Media Group (GMG). This has involved assignments both at group level and
imited | within Guardian Newspapers Ltd (GNL). Charteris was engaged by GNL to play a leading
role in the management of their IT Renewal Programme, which makes increasing use of Web
technology for information dissemination and advertising. Subsequently, Charteris
supported the planning, business and functional analysis for GNL’s new advertising system.
Charteris has also been actively involved in the reorganisation of GNL’s I'T department as it

continues significant investment in new technology. An early engagement with GMG was the
review of the group-wide Year 2000 programme. Subsequently, Charteris were appointed by
the group executive to lead the process of agreeing a business relationship with two Internet
start-up companies. A further assignment for the group concerned the specification of high-

level business requirements for group-wide finance and reporting systems.

19
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LIFFE, the London International Financial Futures and Options Exchange, first engaged
Charteris in 1998 to review its I'T function and to implement the recommendations from the
review. Since then Charteris has provided a wide range of support to the Exchange
management. As well as on-going I'T planning and management support, Charteris has
advised on strategy; conducted an in-depth review of the Exchange’s marketing functions
leading to their fundamental re-organisation; and helped the business recovery planning
team prepare for the year 2000. It has also reviewed the operational standards for LIFFE
CONNECT™, the Exchange’s electronic trading platform; carried out the initial business
modelling for the commercial exploitation of this platform; and participated in the selection
of LIFFE’s technology partner in this venture.

Over the last two years there have been substantial changes to the business and the
marketplace of Meyer International, owners of the Jewson builders’ merchants chain and a
number of other building supplies businesses. New acquisitions and partnerships have
enhanced the business and new delivery channels using e-business techniques are being
created. A Charteris consultant managed the successful implementation of one of these,
Jewson Direct. Charteris worked closely with the Meyer team to devise a flexible but robust
Group IS strategy to support this fast moving business. As part of the strategy project,
Charteris assisted in the integration of Graham Group, a major new acquisition. The project
was based on Charteris’ Business First methodology, which uses a business-centric

approach to IS strategy creation.

NatWest Bank initiated a major programme of business change for the retail bank to ensure
that they remained competitive and cost-efficient. Charteris provided a project manager who
ensured that key projects to deliver changes for this programme within Retail Credit
Management (RCM) were completed before the Millennium freeze period. Charteris
additionally assisted in the development and management of the RCM Vision and Strategy
covering the period 2000-2005. A Charteris consultant provided RCM’s project and technical
management to enable the successful launch of NatWest Bank’s e-lending capability in
August 2000. Following the acquisition of the bank by Royal Bank of Scotland, Charteris is
providing technical and management assistance to the Customer Migration element of an
ambitious programme to integrate business processes and systems.

Charteris has provided project and programme management services to Reuters across a
wide range of activities. These have included reviews of the organisation, structure and
approach on the programmes for transformation to e-business, millennium compliance and
on the general approach to quality assurance. Following on from these reviews Charteris has
assisted in establishing the approach, processes and management structures for the execution
of the e-business transformation, millennium compliance and data migration programmes.
Charteris has provided consultancy on rapid growth of the securities transactions system
development organisation. Charteris has been actively involved in the project and
programme management of several of these areas and in programme co-ordination across

these organisation transformations.

Charteris’ very first assignment on 14 October 1996 was a short ‘health check’ review of
Sainsbury’s Y2K compliance programme. As a result of this work, Charteris was
continuously engaged over the following three years in providing strategic advice to the
group board directors responsible for the successful completion of this CBI award-winning
programme. In view of its knowledge of the business and experience in conducting I'T related
due diligence work for investment companies, Charteris was given responsibility for the IT
aspects of two potential acquisitions — one of Edge in Egypt and the other for a multi-billion
pound acquisition which did not proceed. This year, Charteris has provided advice on the
establishment of e-enabled IT infrastructure for a new division of the company, and is
currently advising the Group Board Director responsible on the recently announced plans to

outsource the IT activities of Sainsbury’s Supermarkets.
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Charteris has recently carried out several assignments for two European Stock Exchanges —
SWX Swiss Exchange and Tradepoint, the London-based electronic stock exchange. The
consortium, TP Group LDC, that has a majority shareholding in Tradepoint, commissioned
the latrer work. The initial assignments were to conduct assessments of IT infrastructure,
organisation and systems functionality in each of these exchanges as a potential basis for pan-
European ‘blue-chip’ equity trading. Following these successful assignments, Tradepoint
launched pan-European trading on its existing platform, and Tradepoint and SWX
announced that they were in exclusive talks on a joint exchange initiative, called vire-x,
Tradepoint and TP Group LDC then retained Charteris to perform a formal due diligence
exercise on the SWX platforms and SWX IT organisation. Subsequent to the launch of the
combined exchange, virt-x, Charteris continues to assist in the definition of service levels and

other organisational matters.

The University of Cambridge Local Examinations Syndicate (UCLES) is one of three main
examining boards in the UK, and also gains a large part of its revenue from international
examinations. Charteris undertook a technical and management review of UCLES’ core
examinations administration system. It found three main areas where short-term
improvements could be made — in system performance, in quality of reference data and in
providing management information. Charteris then led projects with UCLES staff to make
these improvements, successfully delivering major performance enhancements to the system,
defining improved procedures and tools for managing product reference data, and setting

requirements for management information.
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ACCOUNTANTS"® REPORT

The following is the full text of a report on Charteris plc from Baker Tilly, the Reporting Accountants, to the Directors of

"g‘}
BAKER TILLY

Chartered Accountants

the Company and Teather & Greenwood Limited.

2 Bloomsbury Street
London WC1B 3ST
www.bakertilly.co.uk

The Directors
Charteris plc

6 Kinghorn Street
London
ECIA7HW

and

The Directors

Teather & Greenwood Limited
Beaufort House

15 St Botolph Street

London
EC3A7QR 24 October 2000

Dear Sirs

CHARTERIS PLC

Introduction

We report in connection with the proposed placing and admission of the ordinary share capital of Charteris ple (“the
Company”’) to trading on the Alternative Investment Market for inclusion in the prospectus dated 24 October 2000 (“the
Prospectus”).

Basis of preparation

The financial information set out below has been extracted from financial records of the Company for the period ended

31 July 2000, no adjustments being considered necessary. The accounts of the Company for the two years ended 31 July
1999, were audited by Vicky Platt, Chartered Accountant, who gave unqualified reports thereon. No cash flow statements
were prepared for the Company for the two years ended 31 July 1999, as it was exempt from the requirements to prepare
such statements as a small company defined by the Companies Act 1985. The cash flow statements set out below have been
prepared specifically for inclusion in this report. The accounts of the Company for the year ended 31 July 2000 were audited
by Baker Tilly and we gave an unqualified report thereon. No audited financial statements have been prepared for the

Company in respect of any subsequent period.

Responsibility
The financial records are the responsibility of the directors of the Company. The directors of the Company are also
responsible for the contents of the Prospectus in which this report is included.

It is our responsibility to compile the financial information set out in our report from the Company’s financial records, to

form an opinion on the financial information and to report our opinion to you.
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Basis of opinion

We conducted our work in accordance with the Statements of Investment Circular Reporting Standards issued by the
Auditing Practices Board. Our work included an assessment of evidence relevant to the amounts and disclosures in the
financial information. The evidence included that previously obtained by us relating to the audit of the financial statements
for the year ended 31 July 2000, and the auditors, who audited the financial statements for the two years ended 31 July 1999,
underlying the financial information. It also included an assessment of the significant estimates and judgements made by
those responsible for the preparation of the financial records and whether the accounting policies are appropriate to the

Company’s circumstances, consistently applied and adequately disclosed.

We planned and performed our work so as to obtain all the information and explanations which we considered necessary in
order to provide us with sufficient evidence to give reasonable assurance that the financial information is free from material

misstatement, whether caused by fraud or other irregularity or error.

Opinion

In our opinion, the financial information set out below gives, for the purpose of the Prospectus, a true and fair view of the
profits, cash flow and total recognised gains and losses for the three years ended 31 July 2000 and of the state of affairs of the
Company as at the end of each of the three years.
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PROFIT AND LOSS ACCOUNTS

Year ended 31 July
1998 1999 2000

Notes £°000 £°000 £°000
Turnover
Broader Management Consultancy 2,501 4,654 6,378
e-Solutions - - 338

2 2,501 4,654 6,716
Staff costs 2,017 3,724 5,559 1
Depreciation 16 38 32
Other operating charges 250 432 796 l
2,283 4,194 6,387
Operating profit 3
Broader Management Consultancy 218 460 593
e-Solutions — - (264)
218 460 329

Interest receivable 3 16 42
Profit on ordinary activities before taxation 221 476 371
Taxation 4 (52) (128) (117)
Profit on ordinary activities after taxation 169 348 254
Retained profit brought forward 19 188 536
Retained profit carried forward 188 536 790
Earnings per share 6
Basic 17.5p 35.3p 25.7p

Turnover and operating profit all derive from continuing operations.

No separate Statement of Total Recognised Gains and Losses has been presented as all such gains and losses have been dealt
with in the Profit and Loss Account.
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BALANCE SHEETS

As at 31 July
1998 1999 2000
Notes £000 £’000 £°000
Fixed assets
Tangible assets 7 59 73 59
Investments 8 - 5 10
59 78 69
D Current assets
: Debtors 9 626 846 1,403
l Cash at bank 140 907 1,099
766 1,753 2,502
Creditors: amounts falling due within one year 10 537 1,195 1,646
Provisions for deferred tax 2 - -
Net current assets 227 558 856
Total assets less current liabilities 286 636 925
Capital and reserves
Called up share capital 11 98 99 104
Share premium 12 - 1 31
Profit and loss account 188 536 790
Shareholders’ equity funds 13 286 636 925
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CASH FLOW STATEMENTS

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

Net cash flow for returns on investments and servicing of finance

Taxation

Capital expenditure and financial investment
Purchase of tangible fixed assets

Purchase of own shares (see note 11)

Purchase of investments

Net cash flow for capital expenditure and servicing of finance

Cash (outflow)/inflow before use of liquid resources and
financing

Financing

Proceeds of share issue

Net cash inflow from financing

(Decrease)/Increase in cash in year

Reconciliation of net cash flow to movement in net debt
(Decrease)/increase in cash in year

Movement in funds/(debt) in year
Opening net funds

Closing net funds
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Notes

14A

14B

Year ended 31 July

1998 1999 2000
£000 £°000 £°000

17 856 280

3 16 42
S
3 16 42

(10) (50) (142)

(29) (52) (18)

- - (5)

_ (5) _
(29) (57) (23)

(19) 765 157

7 2 35
[
7 2 35
[
S —
(12) 767 192

(12) 767 192
[
(12) 767 192

152 140 907
[
140 907 1,099
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NOTES TO THE FINANCIAL INFORMATION

| Accounting policies
The principal accounting policies, which have been consistently applied in the Company’s financial information

throughout the period under review, are as follows:

Basis of accounting
The financial information has been prepared under the historical cost convention and in accordance with applicable

accounting standards in the United Kingdom.

+  Tangible fixed asscts
Tangible fixed assets are stated at historical cost. Depreciation is provided on all tangible fixed assets at rates calculated to

write each asset down to its estimated residual value evenly over its expected useful life, as follows:

4

Fixtures and fittings over 4 to 5 years
Office equipment over 2 to 3years
Lease premium over term of lease
Investments
Fixed asset investments are stated at cost less any provisions for permanent diminution in value.
Employec benefit trust
The Company has established an employee benefit trust which holds shares in the Company. The Company records the
shares held by the trust as a fixed asset investment.
Work in progress
Work in progress on consultancy projects is valued at the lower of cost and net realisable value after making due allowances
for future contract costs which are not matched by revenue. The Company had no work in progress at each year end.
Deferred taxation
Provision is made for taxation deferred or accelerated by the effect of timing differences, to the extent that it is probable that
a liability or asset will crystallise, at the rate expected to be ruling at that date.
Foreign currencies
Assets and liabilities denominated in foreign currencies are translated into sterling at the rates of exchange ruling at the
balance sheet date. Transactions in foreign currencies are translated into sterling at the rate ruling on the date of
transaction. Exchange differences are taken into account in arriving at the operating profit.
Pensions contributions
The Company contributes to the personal pension plans of certain employees or to the Company’s group personal pension
plan. The Company’s contributions are charged to the profitand loss account as they become due.
Turnover
Turnover represents the total invoice value, excluding Value Added Tax, of goods sold and services rendered during the

- year.
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