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+ - BIRMINGHAM TECHNOLOGY (VENTURE CAPITAL) LIMITED

DIRECTORS' REPORT FOR THE YEAR ENDED 30 JUNE 1998

The directors present their report together with the audited financial statements of the company for
the year ended 30 June 1998.

PRINCIPAL ACTIVITIES

The company makes investments in the form of equity and loans to high technology companies
based on the Aston Science Park in Birmingham.

RESULTS AND TRADING

the results for the year are set out on page 4. The loss for the year of £68,687 has been transferred
to reserves.

The directors do not propose to pay a dividend in respect of the financial year.

DIRECTORS AND THEIR SHARE INTERESTS

The directors during the year and up to the date of this report were:

ALS Jackson {Chairman)

Sir Frederick Crawford (resigned 31 August 1997)

MJ Brooks {resigned 24 September 1997)

T Regan

FV Coyne {appointed 24 September 1997, resigned 28 July 1998)
MT Wright {appointed 24 September 1997)

KT Byrom {appointed 13 October 1998)

J Alden {appointed 13 October 1998)

G Coyne {appointed 29 July 1997)

None of the directors had any interest (beneficial or otherwise) in the share capital of the company
at 30 June 1998 or at any time during the year.

YEAR 2000

As is well known, many computer and digital storage systems express dates using only the last two
digits of the year and will thus require modification or replacement to accommodate the year 2000
and beyond in order to avoid malfunctions and resulting widespread commercial disruption. This is
& complex and pervasive issue. The operation of our business depends not only on our own
computer systems, but also to some degree on those of our suppliers and customers. This could
expose us to further risk in the event that there is a failure by other parties to remedy their own Year
2000 issues.

The company is well advanced in the phase of assessing the risks to our business resulting from
the date change to the Year 2000. Once this is completed we can assess the likely impact on our
activities and develop prioritised action plans to deal with the key risks.




" BIRMINGHAM TECHNOLOGY (VENTURE CAPITAL) LIMITED

DIRECTORS' REPORT FOR THE YEAR ENDED 30 JUNE 1998 (CONTINUED)

EUROPEAN MONETARY UNION (EMU)

There will be limited immediate impact on the company of the EMU. However, the key business
issues that are likely to arise in the future from the introduction of the Euro are being addressed by
the management.

STATEMENT OF DIRECTORS' RESPONSIBILITIES
Company law requires the directors to prepare financial statements for each year which give a frue

and fair view of the state of affairs of the company and of the profit or loss of the company for that
period. In preparing those financial statements, the directors are required to

. select suitable accounting policies and then apply them consistently;
. make judgements and estimates that are reasonable and prudent;
. state whether applicable accounting standards have been followed, subject to any material

departures disclosed and explained in the financial statements;

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

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

AUDITORS

From 1 July 1998, Price Waterhouse and Coopers & Lybrand merged fo form
PricewaterhouseCoopers. Consequently, Price Waterhouse have resighed as auditors of the
company and PricewaterhouseCoopers have been appointed to fill the casual vacancy.

PricewaterhouseCoopers, have indicated their willingness to be re-appointed.

By Order of thé Board

26 January 1999



PRICEWATERHOUSE(COPERS

PricewaterhouseCoopers
Comwall Court

19 Comwall Street

Birmingham B3 2DT

Tetephone +44 (0} 121 200 3000
Facsimile +44 (0} 121 200 2464

AUDITORS' REPORT TO THE MEMBERS OF
BIRMINGHAM TECHNOLOGY (VENTURE CAPITAL) LIMITED

We have audited the financial statements on pages 4 to 13 which have been prepared under the
historical cost cenvention and the accounting policies set out on page 7.

Respective respensibilities of directors and auditors

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

Basis of opinion

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

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

Opinion

In our opinion the financial statements give a true and fair view of the state of the company’s affairs
as at 30 June 1998 and of its loss for the year then ended and have been properly prepared in
accordance with the Companies Act 1985,

ceatnd onv o lo gpaus.
PricewaterhouseCoopers
Chartered Accountants
and Registered Auditors 26 January 1999
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PricewaterhouseCoopers is the successor parinership to the UK firms of Price Walerhouse and Coopers & Lybrand. The principat place of business of
PricewaterhouseCoopers and its associate parinerships, and of Coopers & Lybrand, is 1 Embankment Place, London WC2N 6NN, The principal place of business cf
Price Walerhouse is Southwark Towers, 32 London Bridge Street, London SE1 9SY. Lists of the pariners' names are available for inspection at those places.

All partners in the associate partnerships are authorised to conduct business as agen!s of, and all contracts for services to clients are with,
PricewaterhouseCoopers. PricewaterhouseCoopers is authorised by the Institute of Chartered Accountants in England and Wales to camry on investment business.



BIRMINGHAM TECHNOLOGY (VENTURE CAPITAL) LIMITED

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 30 JUNE 1998

TURNOVER

Directors’ fees
Interest receivable on loans to investee companies
Other operating income

Provisions against fixed asset investments
Administrative expenses
Profit on disposal of investment

OPERATING (LOSS)/PROFIT
Interest receivable

(LOSS)/PROFIT ON ORDINARY
ACTIVITIES BEFORE TAXATION

Tax on {loss)/profit on ordinary activities

{LOSS)/PROFIT ON ORDINARY ACTIVITIES
AFTER TAXATION FOR THE FINANCIAL YEAR

The results of the company arise entirely from the continuing activities of the company.

11

1998 1997
11,200 12,048
5,412 9,818
- 1.046
16,612 22912
~ ~
(83,885) (19,500)
(51,954) (49,618)
- 258,943
" -
(119,227) 212,737
50.540 30,261
L N LA
(68,687) 242,998
(£68,687) £242,998
Mo »

The loss for the period includes all recognised gains and losses in the period. There is no material
difference between the results as disclosed in the profit and loss account and the results on an

unmadified historical cost basis.



BIRMINGHAM TECHNOLOGY (VENTURE CAPITAL) LIMITED

BALANCE SHEET AS AT 30 JUNE 1998

Notes 1998 1997
FIXED ASSETS
investments 6 328,000 411,885
CURRENT ASSETS
Debtors 7 368,357 808,068
Cash at bank 456,223 -
814,580 808,068
CREDITORS (amounts falling due within one year) 8 (475,341) (484.,027)
NET CURRENT ASSETS 339,239 324,041
A 2 +
TOTAL ASSETS LESS CURRENT LIABILITIES 667,239 735,926
& A
Provisions for liabilities and charges 9 - -
£667,239 £735,926
13
CAPITAL AND RESERVES
Called up equity share capital 10 5,500 5,500
Profit and loss account 11 (938,261) (869.574)
Nos *
Equity shareholders’ funds (932,761) (864,074)
Non-equity shareholders’ funds 10 1,600,000 1.600.000
TOTAL SHAREHOLDERS FUNDS £667,239 £735,926
A\ N

Approved by the Board and signed on its behalf on 26 January 1999

lter)

ALS Jackson
DIRECTOR




. BIRMINGHAM TECHNOLOGY (VENTURE CAPITAL) LIMITED

MOVEMENT IN SHAREHOLDERS' FUNDS

1998 1997
{Loss)/Profit for the financial year (68,687) 242 998
NET (DECREASE)/INCREASE TO SHAREHOLDERS' FUNDS (68,687) 242,998
OPENING SHAREHOLDERS' FUNDS 735,926 492,928
CLOSING SHAREHOLDERS' FUNDS £667,239 £735,926
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BIRMINGHAM TECHNOLOGY (VENTURE CAPITAL) LIMITED

NOTES TO THE FINANCIAL STATEMENTS - 30 JUNE 1998

ACCOUNTING POLICIES

Basis of preparation

The accounts are prepared under the historical cost convention, as modified by the valuation of
investments set out in Note 1 (2} below, and in accordance with applicable accounting standards.

Investments

Investments in investee companies are stated at cost except where the directors become aware of
any diminution in value that they consider to be permanent, in which case provision is made for
such diminution. Provisions are made in accordance with the guidelines issued in March 1991 by
the British Venture Capital Association.

Having regard to the nature of the company’s activities the directors do not consider that the
company exercises any significant influence in respect of associated undertakings, being those in
which the company holds in excess of 20% but not more than 50% of the voting share capital. The
company's share of associated companies' post acquisition profits and losses is not therefore
reflected in the financial statements. Furthermore, as the sharsholders of the company have
regular access to financial information on investee companies, the directors consider that
disproportionate expense and undue delay would be incurred by disclosing details of investee
companies on the equity basis of accounting.

Turnover

Turnover represents income received and receivable in the year in respect of directors’ fees,
dividends and interest from investee companies.

Deferred taxation

Deferred taxation relating to capital allowances and other timing differences is only provided in the
financial statements where there is a reasonable probability that taxation will become payable in the
foreseeable future.

Statement of cash flows

As the company qualifies as a small company, as defined in Section 247 Companies Act 1985, the

company has exercised its right in accordance with Financial Reporting Standard 1 not to produce a
statement of cash flows.

INTEREST RECEIVABLE

1998 1997

On money market deposits 50,540 30,261
On loans to investee companies 5412 9,818
£55,952 £40,079




- BIRMINGHAM TECHNOLOGY (VENTURE CAPITAL) LIMITED

NOTES TO THE FINANCIAL STATEMENTS - 30 JUNE 1998 (CONTINUED)

(LOSSYPROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION

The (loss)/profit on ordinary activities before taxation is stated after charging the following amounts:

Management fee payable to parent undertaking
Auditors' remuneration

- audit fees

- non-audit fees
Amounts written off fixed asset investments
Amounts written back to fixed asset investments

1998
£

30,720

1997
£

34,165

None of the directors received any emoluments during the year in respect of their services to the

company.

TAX ON LOSS ON ORDINARY ACTIVITIES

There is no tax charge on the profit for the year.

Excess management expenses carried forward for relief against future profits amount to £236,000 at

30 June 1998. (£251,000 at 30 June 1997).

DIVIDENDS PAID AND PROPOSED

Birmingham City Council and Lloyds Bank PLC may jointly, but not otherwise, waive or postpone the
payment of any dividend in respect of the Cumulative Redeemable Preference Shares held by them.

The following preference dividends have been waived:

Paid and Total
proposed Waived due
£ £ £

Period ended:
31 March 1988 - 26,196 26,196
30 June 1989 90,556 58,844 149,400
30 June 1990 - 149,400 149,400
30 June 1991 - 149,400 149,400
30 June 1992 - 149,400 149,400
30 June 1993 - 149,400 149,400
30 June 1994 - 149,400 149,400
30 June 1995 - 149,400 149,400
30 June 1997 - 149,400 149,400
30 June 1998 - 149,400 149,400




- BIRMINGHAM TECHNOLOGY (VENTURE CAPITAL) LIMITED

NOTES TO THE FINANCIAL STATEMENTS - 30 JUNE 1998 (CONTINUED)

FIXED ASSET INVESTMENTS

Investee companies

Cost Shares at cost Loans Total

At 30 June 1997 and at 30 June 1998 656,885 111,000 767,885

Provisions

At 30 June 1997 315,750 40,250 356,000

Charge 149,135 20,750 169,885

Write-back of provisions (86,000) - (86.000)
At 30 June 1998 378,885 61,000 439,885

Net book amount

At 30 June 1998 £278,000 £50,000 £328,000

At 30 June 1997 £341,135 £70,750 £411,885




' BIRMINGHAM TECHNOLOGY (VENTURE CAPITAL) LIMITED

NOTES TO THE FINANCIAL STATEMENTS - 30 JUNE 1998 (CONTINUED)

FIXED ASSET INVESTMENTS (CONTINUED)

Investments in investee companies, all of which are incorporated in the United Kingdom and unlisted,
are detailed as follows:

30 June 1998 Per-
Shares centage
Name of company at cost Loans Details of share holding holding
Techsonix 56,985 - 25 Crdinary shares 12.5%
Limited of £1 each
Tech-Ni-Plant 252,000 - 9,608 Ordinary 41.6%
Limited shares of £1 each

20,000 Cumulative
redeemable preference
shares of £1 each

Management and 37,000 Cumulative
Contral Technology redeemable preference
Associates Limited 37,000 61,000 shares of £1 each -
Cimtel Limited 88,900 - 43,350 Ordinary 26.8%
shares of £1 each
AD2 Limited 100,000 - 100,000 Ordinary 50%
shares of £1 each
The Logistics Business 122,000 50,000 22,000 Ordinary 40%
Limited shares of £1 each

100,000 Preference
shares of £1 each

£656,385 £111,000

The directors have made provisions for permanent diminution in the value of investments, in
accordance with the guidelines issued in March 1991 by the British Venture Capital Association.
Because of the nature of the investments, many of which are at an early stage of development, it is
not possible to determine, in the opinion of the directors, whether any further provision for permanent
diminution in value is necessary.
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* BIRMINGHAM TECHNOLOGY (VENTURE CAPITAL) LIMITED

NOTES TO THE FINANCIAL STATEMENTS - 30 JUNE 1998 (CONTINUED)

DEBTORS

1998 1997
Trade debtors 9,890 10,816
Amounts owed by the parent undertaking 329,263 767,520
Other debtors 7,152 18,455
Prepayments and accrued income 12,052 11.277

£358,3567 £808,063

Included within trade debtors above is £- (1997 - £4,967) which is due outside one year.

CREDITORS {amounts falling due within one year)

1998 1997

Loans:
City of Birmingham District Council 200,000 200,000
Lloyds Bank plc 200,000 200,000
Amounts owed to fellow subsidiary undertakings 21,624 28,058
Group tax relief payable 48,672 48,672
Accruals and deferred income 5,045 7.296
£475,341 £484,027

Both loans are repayable on demand. Interest is payable at an annuat rate of 1% over the Lioyds
Bank Plc base rate. However by agreement with both lenders, no interest has been charged during
the year.

11
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- BIRMINGHAM TECHNOLOGY (VENTURE CAPITAL) LIMITED

NOTES TO THE FINANCIAL STATEMENTS - 30 JUNE 1998 (CONTINUED)

PROVISIONS FOR LIABILITIES AND CHARGES
Deferred taxaticn

There is no provision for deferred tax (1997 - £Nil).

The potential deferred taxation, calculated on the liability method at 31% (1997 - 33%), is as follows:

Accelerated capital allowances
Short term timing differences

Surplus management expenses carried forward (restricted)

CALLED UP SHARE CAPITAL
Authorised:
Equity

‘A’ Ordinary shares of £1 each
‘B’ Ordinary shares of £1 each

Non-equity

12.45% {9.3375% net) Cumulative Redeemable
Preference shares of £1 each

Allotted and fully paid:

Equity
‘Al Ordinary shares of £1 each
'B' Ordinary shares of £1 each

Non-equity

12.45% (9.3375% net) Cumulative Redeemable
Preference shares of £1 each

12

1998 1997
(289) (386)

5,903 5,903
(5.614) (5.517)

£- £-

1998 1997
5,000 5,000
5,000 5,000
1,600,000 1,600,000
£1,610,000  £1,610,000
5,000 5,000

500 500
1,600,000 1,600,000
£1,605500  £1,605,500
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- BIRMINGHAM TECHNOLOGY (VENTURE CAPITAL) LIMITED

NOTES TO THE FINANCIAL STATEMENTS - 30 JUNE 1998 (CONTINUED)

CALLED UP SHARE CAPITAL (CONTINUED)

The company’s shares carry the following rights:

‘A’ Ordinary and 'B’ Ordinary shares of £1 each

The 'A' Ordinary Shares and the ‘B’ Ordinary Shares of £1 each in the capital of the Company rank
pari passu with each other and every 'A’ and 'B' Ordinary shareholder is entitled to receive a notice of
and to attend at any general meeting and has one vote on a show of hands and on a poll one vote for
each 'A’ and one vote for each 'B' Ordinary Share of which he is the holder.

Without the prior consent in writing of the holders of all the Preference Shares until all the Preference
Shares have been redeemed the 'A’ and 'B Ordinary Shares are not entitled to any distribution or
dividend other than the right in a winding up to full participation in assets after repayment of the
capital paid up or credited as paid up on the Preference Shares and payment of all arrears and
accumulations of preferential dividend.

Cumulative Redeemable Preference shares of £1 each

Holders of the Cumulative Redeemable Preference Shares ("The Preference Shares") are entitled to
a payment of dividend 12.45% (gross) on the amount paid up, or credited as paid up, on the
Preference Shares payable half yearly in arrears on 30 June and 31 December in each year.

The Preference Shares do not entitle the holders to any further or other participation in the profits of
the company.

The holders of the Preference Shares are entitled to the repayment of the capital and all arrears and
accumulations of preferential dividend in the case of the company being wound up. The Preference
Shares do not entitle the holders to participate in any of the company’s remaining assets.

The Preference Shares do not carry any voting rights.

PROFIT AND LOSS ACCOUNT

1998

At 30 June 1897 (869,574)
Loss for the year (68,687)
At 30 June 1998 (£938,261)
~

PARENT UNDERTAKING
The parent undertaking is Birmingham Technology Limited, a company incorporated in Great Britain.

A copy of the group accounts can be obtained from the Company Secretary, Birmingham Technology
Limited, Aston Science Park, Love Lane, Birmingham B7 4BJ.

RELATED PARTY DISCLOSURES

The company has taken advantage of the exemption under Financial Reporting Standard 8 relating
to 90% subsidiary undertakings and has not disclosed details of transactions with other undertakings
within the Birmingham Technology Limited group.
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