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INNOVATIVE TECHNOLOGIES GROUP PLC

Chairsan's Stasemmont

During the fours ven month period ended 31 December 1994, the Group made solid progress in the development of the produot
baso, whilst reoruiting key individuals in strengthening the managemont toam,

Tho Group's mission i to be a world leador in the supply of a range of advancod wound care and other madical producls
based on leading edge polymer soience end striot manufacturing standards. The Group will atto deploy this technology for
othor end uzes to inolude gloves, performance textiles and condoms,

Tho Group'r rapid advance culminsted in the successful flotation on the USM in December, and I thank the shareholders
for their support.

The financial results for the period reflect the cotis of research and development which, in accordance with Group policy,
have been cherged to rovonue.

Ons of the major achievomonts during the poriod was the ostablishment «; an advanced fibre fapility for spinning and
procassing alginates, which has been commissioned and is now fully operational.

A range of alginate based fibees, which are polysaccharides oxtracted from seawoed and are used in nature to regulste
Wwiter content, are convarted to dreasings used ¢n Ligh exudation end deep cavity wouads. The sale of thoso fibres will
commanos in the second half of 1995 and all indications suggest that thereafter tha Croup will bo a leading supplier of
compatitive alginato produats in this rapidly growing world market. Othar product dovolopments included inedical films
and tubing with snhancod properties  The Group's abilities to offer a full range of procuots covering » varicty of modical
neods are ils important competitive strengths.

The poriod snd cash balances ware £4.444,538 and tho Group had borrowings of £99,693.

Appropriate controls have been introduced and in sccordunce with the Cadbury guidelines, Audit and Remuneration
Commitices have boon ostablished, Tho Board is also supported by a Risk Mansgement Committcs which will monitor
quslity sasurance, product linbility, medical safety and regulntory procedures.

A partnership with a major multinational woundoare company has bocn established and it is expeoted that the first of our
alginato dressings will reach hospitals this summar. Wo are in (ho later stages of negotiation with & numbar of other
nompanies (inoluding most of the ‘majors’) who have requested alginats drossings for launch later in the yeas.

Major emphasis is now being placed on establishing Good Manufecturitg Practico and Quality Asswrance to form the
basis for achioving a rapid growth in seles of fibro 3nd film produsts. Meanwhile there is consentration on establishing
additional products with substantinl sales potential in the foresceablo future,

The Group has a staff of oulstanding talent and dadication, and [ would like to thank thom for their commitmant and
hard work.

Tho Direoturs are confident that the Group's technology, ita existing range of produsts (both medical and non medical)
and produots under devolopment will plece it in o strong trading position.

DN, Bomerville
Chnlrwan

21 March 1995
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INNOVATIVE TL.CHMNOLOGIES GROUP PLC
Maneging Directers review

The flotation has provided tho Group with funds to imploment its plans to become a hi-tech madisal manufacturer with
130 5000 status,

e

The Group hat the potential to become the lowest cost producer of finished advanced wound care protiuots becanse of its
fully vertically integrated process for the in house manufsnture of films snd slginatas. Theso worndoars products can bo
marketed undar privats lsbels by different muitinationals.

There is continued extension of the Group's base polymer and process technology both in-house and by sirategio alliance
end will be commsroislived in non-woundeare giasizcta Zarough four newly formed divisions.

The planned structura for the Group's subsidiary, Innovative Technologies Limited (*IT*), will by mid 1995 be as
follows:
IT
Woundosre ' Non-woundcare
- IT private Custom Biomatarials Tubing Textiles Dipped
labels Conversion 3rd products produsts
. party products

- WOUNDCARE

The Group has committed to invest £365,000 in a now ceating line with adhesive printing capebility which will allow it
to oapitalise on its advancod intelligent film technology and deliver to the market the noxt generation of film, alginate,
tiydrocolloid and hydrogel dresaings each with superior performance and o.z* sffanti=_nass.

The Group's conversion cquipment offers great flexibility for producing not only woundecare products but also & varicty
of high volums disposabics for other markets, such as medical sleotrodes, drug dolivéry and diagrostic kits. Each of
these now future business opportunities can exploit the Group's slready establithed polymor, ooating and membrans
technology to provide unique high valus produsts,

- The Group's strategy is to dalivaer its products to world-wids markets by forming alliances with leading woundeare

d companies. . The first alginate will be amongst a group of products to be taunched through a multi-nationsl ia Europe
in mid 1995, followed by a number of othor products extending to North America. Negotiaiions for the Group'e full

4 range of woundcare produots are at sn advanced siage with a number of other leading nations) and multi-nations!
companies.

Tha first commerolal sales of the Group's unique range of polyurethans films sro expeoted this year. The film's
intelligent naturo allows it to rsact to the presonce of wound fluid and help kesp a wound moist (an idesl bealing
suvironment) whilst avoiding fluid build up and the tissuo bocoming macorsted and dying. The films also maintsin a
cor:plete bamier {0 wound infection,




INNOVATIVE TECHNOLOGIES GROUP PLC
Mumsging Directers review (couimened)

Tho ourrent worldwids concern about vost-offective hoalth care offers the Group & major opportunity. Using proprietary
teohnology in wound fluid control, the Group iz ablo to make unususlly cost-effective alginate and film dressings. If
wound fluid i batter managed, dressings oen bo changed leas frequently, resulting in major savinge in materials and
nursing time, espeoially whers treatment is oarried out in the community, an increasing world-wido trend.

However, the most cont-offective uso of thess dressings oan be obtsined by combining the Group's products into a
propeiotary fuid control system. Wonad models have shown that thix typo of dressing systom oan be loft for 7 days
without any leakage (the industry norm is 3 days).

Huean olinical trials are sustently underway in the United Kingdom to generate the data necessary to support the claim
for changing drossings svery 6-7 days.

NON-WOUNDCARE
Blomaterials

Thie division has boen established to sol} or liconce materials and procoss teahnology that was developed for in-
house products to other markets.

The renge of products offered will inolude polyurethanes in solution, pellets, films, tubing and potentially
polysacchuride fibre and powder blends as well as proprictary polymeor matrices losded with astive agents for
controlled and sustained roloase.

Bulk urethane polymerisation technology haa boen licenced for in-bouse production. Grades spocially developed
for extrusion, injection and blow moulding will be offered to the industry togsther with equipmant optimised
specially for procersing theso materials and maximising the quality of produots.

A number of strategic alliances with prooess oquipmont manufacturers have been astablished to offor additicnsl
valus to customers utilising the Group's technology and minimise the need for troubls shooting in the field.

FDA (US Federal Food, Drug and Cotmatio Administration) master files on performance and toxicological data
aro being compiled to assist modical device manufacturers with their Rogulatory nocds for the Group's now
polymors,

Tubing Products

The Pharma-Plast AS, Nycomed AS and Portox Limited pertnorships have been placed into this division to allow
& concerted development of disposable tubing products such as catheters:

* Optimised polymers for special mechanical festures,

* Bonding technology and methods for assombly of complex structurcs.
* Special coatings and coating tocknology to roduoe biolayer formation.
* Specialisod componsnts (eg balloons) for cathoturs.




INNOVATIVE TECHNOLOGIES GROUP FLC
Munaging Dircctors revisw (centinued)

Textiles

This division has boen formed as a proliminary to the proposed joint venturs with Advanced Materials Group
Incorporated ("AMG*) later in the yoar,

Tho Group's purchase of the small scale comtor means that the purchase of a full soalo coating line can be deferred
9-12 months. This will altow prototypo waterproof broathable toxtiles to undergo extensive ficld trials by leading
garment manufucturors,

Dipped Products

This division has boon formed to commeroialise the businsss opporiunity presented to the Group by combining its
polymor and dipping technology. (The produots inolude medical gloves, NBC gloves, waterproof breathable
gloves and condoms.)

The Group is working olosely with ACC Automation of Akron ("ACC"), Ohio, to build tumkey dipping plants
involving on-site polyurcthano produotion, dipping, solvent recovery and terting copability. These plants, the first
of which is planned for Winsford, Cheshire, sre self-contsined and can be {coated anywhare in tho world,

Wilshiro Technologics Incorporated is oxploiting the technology for ptoduoing.powdnr-frce bresthable gloves for
the oleanroom market, )

Froudonberg Non.wovens UK Limited aro ourrently testing similar components in ficld trials with US and
European armed forces for Nusloar Biotogical-Chomical Werfase applications.

Sensitivation to latex rubbes is bocoming a recognised major problem in the hospital and the home becavss of the
increazed uso of gloves and condoms. A number of major hospitals in the USA and Europe have already banned
the use of latex gloves, particularly in peedistric wards, and the trend is oxpedtad to scsolerate.

The Group hay thereforw opened nogotiations with major modical suppliers to establish its own full sixe dipping
plent in Winsford, offering to sell partisnl capacity to each partner to allow full marketing trials prior to liconsing a
similar tumkey operation from ths Group/ACC. The Group's prototype robotio dipping plant is cusrently
supplying & varioty of samples to these potential partners to carry oul tost marketing on the final product. Process
data from this prototypo plent allows the full design and economics of ths manufacturing plant 1o b idemtified.

Tho Group's comprahensive materials and processing technology base developed over the past threo years is able to bs
spplisd synorgistioally through commercial partnerships into multiple fields of application. Iam confident that 1995 will
t4¢ significant progress by the Group towards becoming a leading histooh manufscturing organisation sarving world
markots.

21 March 1995




INNOVATIVE TECHNOLOGIES GROUP PLC

Repart of the dincton for the peilod ended 31 Dacember 1994

The direotors submit their report together with the sudited financial statements for the fourteen month poriod ended
31 Docomber 1994,

The Company was incorporated in Bngland on 1 November 1993 uador tho name of ingleby (715) Limited as &
peivate company and was reregistored as a public company under the Companies Act with the name of lanovative
Technologisa Group plo on | Decomber 1994,
Results and dividends
Tho results of the Group for the poricd ure set out on page 11.
The direotors do not recommend the payment of & dividend,
It in proposed that the loss for the period is tranaforred to accumulsted losses carried forwsrd.
Principal sctivities, trading review and future davelopments
The principal activity of the Group comprises the design, development and production of novel high performance
polymers (both naturat and synthetic) for the hoalthoare and specialised non-medical markets. A roview of the
oporations for the period are coverod in the Chairman's statoment and Managing Director's roview on pages | to 4.
Research and development
Tho Group spent £954,832 in the period snded 31 Deoember 1994 on rosoarch and devolopment all of which has
been written off to the profit and loss ascount. Investment in roscarch and developmunt is escential to the future of
the Group,
Events slnce tha end of the period
There have beon no ovents sinoe the balanco sheot date which masterially affoot tho position of the Group.
Flzed assels
The movements in fixed assets ure sot out in notos 10 and 11 to the financial statements.
Charlieble and political contributions
The Group did not make any charitable or politioat contributions during the period,
Insurance

The Group maintains diroctors' and officers’ liability insurance.




INNOVATIVE TYCHNOLOGIZS GROUP PLC
Rapert of the directon for the peried onded 31 Decerbar 1994 {continised) s

Ditscton

The directors of the Company during the period and their intorests (benefloial unloss siated otherwisa) in the share
capital of the holding company wora:

Ordinary shams of 10p each
31 Decamber 1994 At dats of appelnhment .
Opilsms  Shares Opters  Shaws N
Ingleby Holdings Limited (Appointed on incorporation,
resigned 18 Novembsr 1994) - - . . ;
R.D.N. Somerville (Appointed § December 1994) - 21,000 . 21,000 .
WE. Christie (Appointed 5 Docember 1994) . . . . v
DK. Gilding {Appointed 18 November 1994) - 2,262,358 - 294,540 o
D.J. Mitchell {(Appointsd 18 Novembor 1994) - 1,372,301 - 212,101 ¢ e
D.R. Chaltingsworth (Appointed 18 Novembor 1994) 100,000 763810 - . o
1.D. Berry (Appointed S Decomber 1994) - 153,620 - 153,620 s

* Ropresonta shareholding in Innovative Technologies Limited at ths date of appointment,

There have beon ro changes in directors'

interests between the end of the financisl period and 8 Maroh 1995, being

less than one month prior to the date of notice of the Annval Genoeral Mosting,

All of the directors in offico are offering
expiry dats of the oxisting sorvios vontra

themsolvos for clootion at the forthooming Annual Genorsl Moeting. The
cts for tha excoutive directors is 5 Docomber 1996, None of tho other

direators has & service contract with a duration of greater than one year,
Profiles of the non-exccutive dirsciers N

R D N Somerville

Ronald Somerville held senior positions with
Ceollophane with responsibilities for the plasti

Courtaulds in filwve snd textile operations; ha was a director of British =

¢ films division and chairman of Bonded Fibre Fabrivs. Ha wasa

director of T & N plo (1978-1988),

his positions inoluded

doputy chief exccutive; ho held respousibilities for

businossas in speciality chemicals, fibres and polymers;

and for central rescarch and engi

gincering and the

davelopment of new businosses. On rotirement from T & N plo bo beeams & director of Brown and Root Limited -
and oluirman of Eternit Limited. Ronald is ourrently a non-excoutive director and chairman of Hydro Internatioqal -
plo and = non-excoutive direator of Eternit Limited and Unidare ple. He is a Governor of Ashridge Management b
Collogo and serves on the board of the North British Housing Associztion.

W B Christie

Walter Christio had over 30 years mansgemant expericnce within the SGS Group (Seciéts General do Surveillance - B
8.A. Geneva) and was managing director of $GS Redwood Limited, the largest subsidiary of SGS UK Limited, from
1966 10 1990. In 1990 Walter retirod but remained as non-executive chairman of 8GS Redwood Limitod until 1994.
During his service with $GS, Walter was also dirootor of many of their othor companies. Walter is currently also a
direotor of the UK Industrisl Recovery Fund Limited.

.
aavh




INNOVATIVE TECHNOLOGIES GROUP PLC

Rapert of the dinvcier for the perisd endad 31 December 1594 {continuecd)

Preflles of the mon-cxecutive dlrveton

J D Beny

From 1979 to 1989, whilst at ICl, John Berry gained managemont oxperionce in sales and marketing both in the UK
and Australia and was rosponsible for marketing established products and the pre-launch development of saveral new
compounds. In 1990 he formed Complete Medical Communications Limited to provide communications, training,
market research and publio relstions sorvices to internationul phsrmacouticat companios,

Directors’ interests in contracts

No diroctor was, or ia, materially interested in any contraot subsisting during, or at the ond of the financial period
which was significant in relation to the business of the Group.

Substmntial shankoMing:

In addition to the diroctors® sharcholdings shown above, the directors have beon notified of the follewing interest in
3 par cont ot more of the issusd ordinary shares of the Company at 8 Maroh 1993;

Nunber of
Shamholder Shawes Porcent
Cedar Investments Limited 3,231,219 15.51
Advanced Materials Group Incorporated 2,554,504 12.26
Dominion Capital Inocrporated 2,205,389 10.59
Bank of Scotland Nominoes (Stonhouss) Limited 1,047,012 5.03
The Equitable Lifo Assurance Society 1,008,526 4.83
Barings Nominees Limited 1,001,804 4.81
British Gas SWfY Pension Schome 678,353 328

Clase company siatus

In the opinion of the direstors, the Company is not & alote company within the meaning of the Income and
Corporation Taxos Aot 1938,

Cemporxie Governance
Cadluiry Comunities’s Reconwmcndations Code of Best Practice ("the Cada™

Tho directoss fully support the recommendation of ths Cadbury Committeo's Code of Bost Practice on the finzncial
&spects of corporate governance and, given the size of the Compeny, have complicd with it as far as peactical sinca
the Company bocame listed on the Unlisted Seouritios Market, .

A Romunenstion Committoo and Audit Committss have both becn formally osteblithod with appropriate tarms of
refcrence, The Audit Committes consisted of two non-exacutive diroctors at 31 December 1994 which did not
comply with paragraph 4.3 of the Cods. However, J.D, Berry was appointod as a sember of tho Audit Committes
on 24 Fobruary 1995,

ARer making enquiries, the Directors have roasonabie oxpeotations that the Group has adoquate resources lo continue
in operational existonos for the foresocable future. For this reason, they continue to adopt the going concem basis in
proparing the accounts.

Until the guidance for directors on statemonts rolating to & company's effeotivencss of intemal contro! comss into
offoct, the direotors will not report in relation to pearagraph 4.5 of tho Cods which rolates to theso matters,




INNOVATIVE TECHNOLOGIXS GROUP PLC

Repart of the director for the peried ended 31 Decomber 1994 (comtinued)

Dimcton' mapemibilities

Qompany law requires tho direators to proparo financisl statements for each financial year which givo a true and fair
view of tho state of affairs of the Qroup and of the profit or lass of the Group for that period. In Pproparing thoso
{inanocia! statemants, the directors are required to:

- saleot suitablo accounting policies and then apply them conxistently;

- make judgemonts and estimates that are reasonsble and prudent;

- state whether applicablo agoounting standards have boan followed, subject to any materisl departures .
disolosed and explained in the financial statomonts; s .

- prepare the financis! slatements on the going conoerm basis unless it is inappropriate to presume that the
Group will continus in business,

The directors are rezponsible for kocping proper accounting records which disolose with reasonabls souUrecy at any
time the financial position of the Group and to cnable them to cnsure that the financial statomonts comply with the
Companios Act 1985, They are also responsible for safeguarding tho assets of the Grouyp and hence for taking
reazonablo stepa for the prevention and dstaction of fraud and other irrogulerilics.

Awiditors

BDO Stoy Hayward wero appointed as auditors during the period by the dircctors and have expeessed their
willingness to continue in office. A resolution to re-appoint them will be proposed at the Annual General Mesting.

Speclal business at the Annus! Genomd Moeeting

The effect of Resolution No. 9 to be proposed at tho Meeting would be to disapply the statutory pro-emption rights
conferred by Sootion 89 of the Companias Act 1985 to a limited exteat, that is to say:

= in conneotion with generally pro-emptive issuss; or

= in respoct of shares having an aggregats nominal valuo of £104,167 represcating approximately § per

cent of the nominal valuo of the Company's ousent issucd ordinary share capital, . g
The resolution will coase to have effect on 1S Augusi 1996 or at the conolusion of the Company's Annual General S
Moating to be hold in 1996, whichover is the sooner. .

By erderof the Beard -"_(_‘

01/ /-

D.R. Chllingsworth o

Becretmy -

21 Merch 1993 . KR




INNOVATIVE TECHNOLOGIES GROUP PLC

Raport of the audiions

To the shacehelders of Innevative Tecknslogies Group ple

Wo have audited tho financial statements on Pagos 11 1o 3! which have boen propared under thy accounting polioics
sat out on pages {5 to 17,

Respective responsibilities of directors end auditors

As doscribed on page 8 tho Group's directors are responzible for the preparaticn of the financial statemonts. It is
owr respoutibility to forn: an indepandent opinion, based on our sudit, on those statements and to roport our opinion
to you.

Basis of opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices Board. An sudit
inoludos an examination, on a I9st basis, of ovidence rolevant to the amounts and disclosures in the financisl
statements. i also includes an asscssment of the significant estimates and judgements made by the directors in the
proparation of the fincncial statoments, and of whethsr the aocounting policies are appropriste to the Group's

3

oiroumstancas, consistently applicd and adaquately disclosed.

We plannod and performed our audit 30 as to obtain all the information and explanations which we considered
neoessary in order to provide us with sufficient avidence to Bive rensonabls aasurance that the financial statements
aro froe from material misstatemonts, whether caused by fraud or other Irregulerity or eror. In forming our opinion
wo slso svaiuated the overall adequacy of the prezentation of information in the finanoial statements,

Opinion

In our opinion the financial statements give a trus and fair view of tho state of the Group's and Company's affairs
a3 at 31 Decamber 1994 and of the Group's loss and cash flows for tha period then ended and have boen properly
prepared in accordance with the Companies Act 1985,

Corporate Govemance mattars

In addition to our sudit of the finsnoial Matements wo have roviewod the directors statement on page 7 concerning
the Company's compliance with the Code of Best Practios, in 50 far as it rolstes to the paragraphs of the Coda
which the London Stock Exchange has specified for our roviow. We carmried out our review having regard to the
Bullstin ‘Disclosures relating to corporate governance' issued by the Auditing Practioss Board.

The purposs of the directors’ statoment is to give readers information whioh assists them in forming their own views
reguding the governanco of the Company. In respeot of tho paragraphs of “i¢ Coda spocified for our considerotion,
wa are roquired to draw attention to any aspoots of the Company's non-compliance with the Coda which the
direotors have not properly disclosed. We aro not roquired to roview, and have not rovigwed, the effectiveness of
the Company's cotrposato governanoe procedures.




INNGVATIVE TZCHNGLOGIES GROUP PIC

Raport of the auditen (continned)

Corporate Gavernarics matters (continued)

As part of our revisw of the Statoment of Compliance with the Code, wo considercd the dirootors commonts on
page 7 on the edoption of the g0ing concern basis for the finanoial Hatenwats which sel out their judgement, et the
date of proparation of their statoments, that the Group has adequato rosources to continus in operational existonce
for the foresceablo future. Tho guidsznos for direotors *Going concom and financial teporting™ notes that it is sot
possible to givo any cortainty in relation to going concern becauso a Jjudgament properly made at a panticular date
can be overtaken by subsoquent ovents. Wo confirm that the direoters comments comply wilh the guidance issued to
directors on reporting on going concern in scoordance with the Code and sre consistont with the information of
which wo are aware based on our nosmat audit work on the financial statements.

Through enquiry of certsin direstors and officers of the Company, and examination of relovant documents, we have
satisficd ourselves that the directors’ tlatement sppropriatoly reflects the Company's complisnoo with the spocified
paragraphs of the Cods.

BDO STOY HAYWARD
Chartered Accountants
snd Registered Auditors
Manchoster

21 March 1995
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INNOVATIVE TEZCHNOLOGIES GROUP PLC

Conselldabed proflt and less acceunt far the period ended 31 December 1994

—

Fourtern wsonth
peried ended
31 Decemsher
Note 1994
£ £
Tumever
2,443
Cost of sales 5,743
Gross prefit 27,700
Administrativo expenses 1,882,594
(1.854.894)
Othor operating income 204414
Oyernting lass 3 (1,650,480)
Profit on disposal of fixod assets 8358
1o on ordinety activitics before
interast and ciher incoime (1,642,122)
Intcrest roceivable and similar inoome 3112
Interesi payable and similar charges 6 126,036
(93,924)
Loss on ondinary activities before
taxatien (1,736,046)
Taxation 7 .
Accumnilnied 1oss for tho porlod (1,736,046)
Loss per ordinary share - basic 9 10.2p

Tho Group profit and loss account has been presented as if Innovative Technologies Group ple owned Innovative
Toohnologics Limited throughout the poriod and accordingly the groups activities relate to continuing operations.
Alt recognised gains and losses sre insluded above in the profit and loss account,

The notes on pages 15 to 31 form past of these financis] statements,

11




All items under capital and resorves ese equity except where shown.

The notes on pages 15 to 31 form part of thesa financisl statements
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; INNGVATIVE TECHNOLOGIES GROUP PLC
i Comsolidaiect halamce sheat at 31 December 1994
Note 1594
£ £
Fixed sischs
Tangibly assots 10 1,067,610
Cuimeut asyets
Stoocks 12 36,233
Debtors  + duo within one year 13 319,374
Cash at bark and in hand 4,444,538
4,800,145
Creditors: ameunts falling dus within
one year 14 795,636
Net curmeat assots 4,004,509
Tota! assets 1638 current Habilitios 5072.119
Creditam: amowts falling duc aiter
mete than ons year i5 28,076
Provisiens fer liabilitles and charges
Daferred taxation 16 -
28076
5,044,043
L
Capitul and reserves
Called up share capital ‘ 17 2,083,330
Share premium account i8 40253896
Other roserve 18 1,531,045
Profit and loas account 1}] (2,596,228)
Shaxsholden' fiunds 5,044,043




INNOVATIVE TECHNOLOGIES GROUP PLC

Bulance shest at 31 Decombaer 1994

Flxed assets
Investmonts il 1,670,002
Current aasels
Dobtors - due within ono yoar 13 75,887
« duo aftor more than one year 13 1,091,942
Cesh at bank and in hand 3,344,078
4,511,907
Cmditors: amoumts falllug dus within
one year . 14 54,039
Net curont assets . 4,457 868
Sharnshnlden' fands 6,127,870
Caplial snd resorves
Called up share capital 17 2083330
Share premium acoount 18 4,025,896
Profit and loss account 18 18,644
Shareholdens' funids 6,127,870

All itoms under capital and resorves aro squity excopt whore shown

Thoss fi ';@wmqnu were spproved by the Board on 21 March 1995

The notes on pages 5 to 3] form part of theso finanoial statementy
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INNOVAT: Yk TICHNOLOGIES GROUP PLC

Censelldated cash flow stadement for the period ended 31 Decomber 1994

Note
Net cash outflow from opamting activities 2
Raetmins on Investeents and
wrvicing of finance
Intoreat paid
Interest recoived

interwst sloment of finance
leaso rontal paymonts

Net cash Inflow from retumas on
lavestments and sstvicing of finance

Investing wctivities
Purchase of tangible fixod assets
Sale of tangible ixod acsets
Nat cish eniflowr from invesiing activitles

Net cash sutfiow before fInancing

Floancing

Share issues by paront company

Share issues by subsidiary undertaking prior to merger
Share isiue oxpenses

Loans

Capital cloment of financo lease

rental payments

Net cihy inflow from financing 23

Increase In cash and cash equivelents 22

The notos on pages 15 to 3] form pes’ of thess finanoial statements

4

(.881}
23275

{1,853)

(829,898)
16,599

4,959,960

2,976,847
(766,185)
(620,725)

{11,132)

———

194
£

(1,286,676)

17,541

(813.299)

(2,082,434)

6,518,165

4,455,731




INNOVATIVE TECHNOLOGIES GROUP PLC

Netes forming pazt of the flnanclal stedments for the period ended 31 December 1994

1 Accunting policies

The financia! statements havo been prepared undor the historioal cost convention and are in ascordance with
applicabls accounting standards. The company has taken advantage of tho cxemption from presenting its own

profit and loes acoount. The following accounting policies, which have not changed in the period, have been
appliad.

Basis of consalidation

The consolidated accounts incorporate tho financial statoments of {nnovative Technologics Group plo and all of
its suluidiary undestakings made up to 31 December 1994, The group uses both the acquisition and the merger
method of acoounting to consolidate the results of subsidiary undertakings. Where the acquisition mathod of
acoounting is used, the results of subsidiary undortakings are included from the date of acquisition.

Mearger accounting

Where merger accounting is used, the investment is recorded ir the company's balance shect at the nominal
valuo of tho sharea issued togethor with the fair value of any additional consideration paid.

in the group acoounts, marged subsidiary undertakings arc treated as if they had always boen a member of the
group. The rosults of such a subsidiary in the year it joins the group are included for the whole period. Any
difference botwoen the nominal valus of the shares aoquired by the group and those issued by the group to
soquiro them ix takon o resorves. Sharo promium attributable to the subsidiary is included as Other Reserve.

Turmover

Turnover reprosents sales to oxtornal customors at invoiced amount toas value added tax. Tumover slso
inoludos royalty income received under licence agreements.

Operating fncome

Operating incoma ropresonts non-rofundable up-front licence payments received for the grant of rights for the
dovolopment and marketing of produots, contributions recsived to rescarck and development, Governmant
grants of & revenus nature and other sundry income.

Depreciation

Depreciation is provided to write off the cost, less estinatad residual values, of all fixed assots, over their
expooted usoful lives. It is calculated at the following rates:

Leasshold proportics - over the length of tho lease (currently 20% per annum
on cost)

Vehioles - 25% per annum on cost

Plant, machinery and equipsuent = 15 to 20% per annum on cost

Fixtures, fittings and furiture = 15 to 20% per sanum on cost

Computers - 33,3% per annum on cost




INNOVATIVE TECHNOLOGIES GROUP PLC

Notes forming part of the flieancial stakzaents for the periad ended 31 Decomber 1994 (cominmucd)

Acosunting pelicles {comtinmmed)

Stock
Stocks are valued at the lower of cost or not realisable value. Cost is oaloulated as follows:

Raw materials « cost of purchase on first in, first out basis
Work in progress and finished goods = cost of raw materials and Iabour and atiributeble overheads.

Not realisablo valuc is based on estimated selling price less further costs to completion and disposal.

Resvarth and devalopmant

Expenditure on pure and applied rescarch is charged to tho profit and loss account in the period in which it is
insurred,

Development costs are alto charged to the profit and loss account in the peoriod of expenditure
Deferred taxation

Provision is made for timing differences botween the trestment of certain itoms for taxation and accounting
purposey, to the oxtent that it is probablo that a lisbility or asset witl orystellise.

Government graty

Grants rolating to oxpenditure of tangible fixed assots are credited 1o the profit and loss account at the samo rate
#3 the depreciation on the assets to which the grants rlate. The deferred olement of grants is inoluded in creditors
as doferred income,

Orants of a rovenue nature aro oredited to the profit and loss account in the period to which they relste.
Leases and hire purchase contracn

Whers assets aro financod by leasing agreemonts that givo rights approximating to ownership (finance lcases), tho
assols are treated as if they had been purchased outright. The amount capitalisod is the present velue of the
minimum leaso paymonts payable over the terma of the lease. Ths comrespondirg lrasing commitments are shown
as amounts payable to the lessor. Depresiation on the relevant assots is charged to tho profit and loss scoount.

Loaso paymants are analysed batwoen capital and interest components so that the interost element of the payment
is charged to the peofit and loss account over the period of tho leasa and represetita a constant proportion of ths
balance of capital repayments outstanding. Tho capital part reduces the amounts payable to the Jeasor. All other
leasss are treated as operating Ieases. Their annual rontals are charged 1o the peofit and loss account on a straight-
line basia over the term of tho lease,

Hire purchaso contracts sre treated identically to finance leascs.

16
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INNOVATIVE TECHNOLOGIES GROUP PLC
Neies formuing part of the financial stataraonts for the periad snded 31 Decomaber 1994 (continued)
1 Accounting pelicies (comtimud)
Foreign currency
Forsign ourronoy transactions are translated at the rates vuling when they ooourred. Foroign cufrency monetary
assots and liabilitios aro translated at the rates ruling at the balenoo aheet date. Any differcnoos are taken to tha
profit and loss account,
1  ‘Tumever
Turmover and loss before taxation originate from net assols situated in the United Kingdom and derive from exteral
customers prinoipally located in the United Kingdom.
3 Opsmting less
Foutteen monik v
poried ondsd
'31 Docenuber
19%4
£
This i arrived at ofter charging/(erediting);
Depreoiation (see {a) bolow) 154,180
Operating leats rentals ~ plant and machinery 15,522 i
« land and buildings 62,490 _"g‘
Auditors’ remuneration - audit services 16,000 T,
- non-audit sorvices 3,300
Rosearch and development 994,832
Fxceptiona! income (see (b) below) (90,000)
pp———————

(2)  Depreciation includes £10,546 charged on assots hold under finance leases and hire purchase contracts.

(t)  On the 25 June 1994 the company suffered a fire at its promises. Tho assots damaged wera covered by
insurance and of the proceods £50,000 rolatod to compensation for business interruption as a result of the
firo.

During the period the Group paid its auditors £208,500 for non-sudit servicos, in connection with the Stock
Exchango Listing on the Unlisted Seourities Market which was chargod to the share premium sooousnt.

Y
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INNOVATIVE TECHNOLOGIES GROUP PIC

Nedes forming pant of (he flnsncial stasermants for the petied onded 31 Docember 1394 {conilnued)

4 DEmployess

Staff costs for all employees, including executive dirootors, consist of:

Wages and salarics
Social seourity costs

Fourtion senth
period ended
31 Dacember

1594

769,709
76,165

845,874

Tho average weekly number of employees of the group during the period, including executive directors, was as

fellows:

+

Full timo

5 Dircton

Emoluments:
Fees as directors

Remuneraticn for mensgement sorvices
Amounts paid to third parties

Ermoluments (excluding pension contributions) of:

Chainnan
Highest paid director

18

Numchar

34

Fourtosis tasniia
periad ended
31 Descmber

5,000
138,200
3303

146,508

3308
66,649




INNOVATIVE TECHNOLOGIES GROUP PLC
Neies forming part of the financial statemsents for the petied ended 31 Decoraber 1994 (coinued)
3 Direcwns feontinued)
Number
Other directors ~.uoluments fell within the ranges:
£0 - £5000 2
£15001 - £20,000 !
£45.00) - £50,000 1
L
6  Interest payable
Fourtcen menth
poried ended
31 December
1994
£
Loans zopayable wholly or in part within five yoa.y 120,202
Bank interest 3,881
Financo leases and hire purchase contraots 1,853
126,036
7 Taxatiem en 2313 on ondinary activities
No provision for taxation is required duo to the availability of losses.
& Lews for the financiat poried
Fourtecn toenth
pocied ended
31 Decamber
1994
£
Dealt with in the accounts of the parent company 15,644
Retained by Innovative Tochnologies Limited
Pro merger (1,581,124)
Post merger {173,5€5)
(1.736,046)
R T &
As dotailed in note 11, on 30 November 1994 the wholo issued share capital of Innovative Technologies Limited was
scquired and the ransaction has been acoounted for using merger accounting principles.
19




INNOVZ(IVE TECHNOLOGLES GROUP PLC

Notes forming part of the finaccial stateneents for the period ended 31 Decornber 1994 (continmed)

9 Less pershan
The basio loss per share has beon oaloutated on the weighted average numbor of shares in issus during the period,
namely 16,995,236, assuming that the 16,760,000 ordinary shares issued to aoquiro the subsidiary undestaking bave
been in issue throughout the period, and losses of £1,736,036.

The fully diluted loss per share has not been given a3 the dilution is not material.

10 Tangible nsvets

Fixtutes
Loasshald Piant and ond Mater
Improvements  machinery  flitings vebicles Tatx)
Group £ £ i £ £

Cost

Acquired on merger of subsidiary undertaking 95,982 296,474 58,547 30,795 481,798

Additions 280,466 445,517 82,232 36,483 844,698

Dispozals - (12,919 - (1,498) (14,417

At ond of period 376,448 729,072 140,779 65,780 1,312,079
Depreciation

On merger of v absidiary undertaking 16,469 58,142 19,863 1,991 95,465

Providod for the period 35,737 85,197 23,785 9461 154,180

Disposals - (5,211) - (965) (6,176

At end of period 52,206 133,126 43,648 10,487 244,469
Net book valus

At 31 Decomber 1994 324,242 590,944 37,131 55293 1061610

The not book valus of tengible fixed assets inoludes an amount of £43,078 in rospeot of assets beld urpder finance
leaees and hire purcluse contracts. The related doprociation charge for the period was £10,546.

Grup  Company
199 1984
Comenitmionts for capitel expesdinnm £ £
Authorisod by the Board but
not contracted for 61,000 .
Authorised by the Board and contracted for 193,715 .

20




INNOVATIVE TECHNOLOGIES GROUP PLC

Netne fonning past of ihe finanotal statenaents for the peried ended 31 Dacemuber 1994 (coninued)

11 Fixed saset Investwmnts

merger eocounting prinsiples.

scoounts.
Covntry of
Incorparmation
Namo or mghvratisn
Innovative Technolegics Limited England
Flowers Park Limited England

Company Grw
undertaidngs
£
Cout
Additions during period and at 31 December 1994 1,670,002
———

On 30 November 1994, the company soquired 100 por cont of the ordinery shares (and all of the voting rights) of
Innovativa Technologies Limited in an exchango of shares which resulted in the former sharcholders of Innovative
Technologies Limited holding tho samo proportion of the issued share oapitsl of Innovative Technologies Group plo
a1 thoy hald in Innovative Technologies Limited. In connostion with the sharo oxchange, Innovative Tochnologies
Group plo issued 16,700,000 ordinary shares of 10p cach in exchange for the shares in Innovative Technologics
Limited. No sharo premium has boen accounted for on this issue. The aoquisition has beea accounted for using

The following wore subsidiary undertakings at the end of the period and have all been included in the consolidated

Proportien of
veiing tights and
ordinary shaw
capltsl hald Nature of buslness
100 peor cent Developement and
manufscture of madical
products
100 per cont Dormant

For il undertakings listed above, the country of operation is the samo as its country of incorporation or registration.

21
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INNOVATIVE TRCHNOLOGIES GROUP PLC

Netes foroalng part of she finamcial stadenents for the period ended Il Decowsbor (9% (continued)

12 Sieclo

Raw materials
Work in progress

Group Compeny
1994 1994
£ £
17,862 .
18,371 -
36,233 -

There is no material difference between the roplecement cost of atook and the amount ot which it is stated in the

finanoial statoments.

13 Dabiors

Due within one yosr

Trado dabtors
Other debtors
Propayments #nd accrved income

Due aftor more than ono year

Amounts owed by subsidisry undortaking

14  Crediters: amoumts falling due within sne year

Trada oreditors

Taxation and Social Scourity
Obligations undsr finsnoe leases
and hiro purchase contracts
Acoruals and deferrod incomeo
Other loans

22

Group Company
1924 1994
£ £
132,249 -
137,118 37,002
50,010 38,795
319374 75887
- 1,091,942
Grewp Company
1994 1994
£ £
256,906 .
39,488 -
14,061 -
414,131 54,039
71,050 -
795,636 54,039




INNOVATIVE TECHNOLOGIES GROUP PLC

Netes forming part of the fuanclal stasements for the period ended 31 December 1994 (centinued)

13 Cradilors: ameunts falling due afier more than ene year

19%4 1594
" £ £
Obligations under finance leases end
hire purchase contraots 14,582 -
Acortals and deferred income 13,454 -
L]
28,076 -

Obligaticns undor finanoe leases and hire purchase contracts are duo as follows:

£
Within 1-2 years 10,060
Within 2-5 yoars 4,522
14,582
R
I6 Dafarred taxation
The amount of unprovided deferred taxation and the amount provided aro as follows:
19%4
Provided
in
Group Unprovided accounts
£ £
Capital allowances - 93,913
Sundry timing diffsrences - (50457
Unutilised tax losses (319,895) (3.516)
(919,895) -




INNOVATIVE TECHNOLOGIES GROUP PLC

Netes forming part of ths flaancial stasemonts for the petied ended 31 December 1994 (convincied)

17  Share capital
£
Authorised
]
27,500,000 ordinary shares of 10p each 2,750,000
L ]
Allotted, called up and fully patd
a4
20,833,300 ordinasy sheres of 10p each 2,083,330
AE——

The following are changes in the share capita} during the period.

i} By a written ordinary resolution of the Company on 30 November 1994 each of the 1000 authorised shares of
. £] each in the capital of the Company was subdivided into 10,000 ondinary shares of 10p esch.

ii)  On 30 Novomber 1994 the nominal eapita) of the Company was increased by £2,749,000 bayond the registcrod
capital of £1,000 by the croation of 27,490,000 additional ordinary eharos of 10p each.

iii) On 30 November 1994 it was resolved that 16,700,000 ordinary shares of 10p cach be allotted and creditod as
fully paid in a share for share exchange with Innovativo Technologies Limited.

iv)  An allotment of sharcs was made in conneotion with the offez to the public (with praferential rights to
employoes) and the plecing with institutional investors of 4,133,300 new 10p ordinary shares at a premium of
£1.10 in connootion with the admission on the Unlisted Securitios Market of the London Stock Bxchange.

Executiva shars option schemo

Options have boen granted over tho following number of ordinary shares which were outstanding at 31 December

1994
Numsber of [ intw Numbor of Subsciiption Exexisable
participants gouited shares piice between
| 5 Decomber 1994 160,000 £1.20 5 Decomber 1997
to 5 Decarzber 2004
19 9 December 1994 329,584 £1.20 9 December 1997
to 9 December 2004

No share options were oxercised during the financial petiod.
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INNOVATIVE TECHNOLOGIES GROUP PIC

Netes forming past of the flasncial statemeats for the peried ended 31 Decomber 1994 (vontinued)

1 Retorves

Group

Arising on morger of subsidiary undertaking
On new share capital subsoribed on listing
Loss for the period

Ixsue exponsos

Compeny

On new share capital subsoribod on Yisting

Issuo expenses
Profit for the pericd

19 Reconcilintien of movemwnts in sharchelder funds

(Loss)profit for the financial period
New thare capital subsoribed
Issue oxpenses
Adjustments arising on merger:
Other resorves
Profit and loss acoount

Closing sharcholders’ funds

25

Share Prefli
promicin Oikior and lazs
accowmt meIve accewnt
£ £ £
- 1,531,045 (260,182)
4,546,630 .
- - (1,736,046)
(520,734) . .
4,025,896 1,531,045 (2,596,228)
4,546,630 . -
(520,734) - -
- - 18,644
4,025,896 - 18,644
Group Company
1994 19%4
£ £
(1,736,046) 13,644
6,629,960 6,629,960
(520,734) (520,134)
1,531,048 -
(860,182) -
5,044,043 6,127,270




Notas forming past of she fnancial statements for tns petiod ended 31 December (994 (contimied)

20 Commitmsnts under spemting leases

Asat 31 Deoember 1994, the group had snnual commitmants under non-canucllable cporating leases as set out below:

Operating loases which oxpire:
In two to five yoars

19%4
Land and
bulldings Other
£ £

35,000 : .

21 Reconcillation of opemting loss to net cash ouiflow from opersting activities

Operating loss
Deprecistion
(Inoreese) in stocks
(Inoroase) in dabtors
Inorease in creditors

Net cash outftow from oporating activities

22 Analysis of changes in erah and cash equlvalents

Movements in period
On merger of subsidiary undortaking
Not cash inflow

Balanco at 31 December 1994

L Y ¥ 1 W

1994
L

{1,650,480)
154,180
(36,233)
66,369)
312,226

(1.286,676)

Crsh at Bank  Ovenimft Totnl
L £ £
- (i1,193) {11,193)
4,444,533 11,193 4,455,731
4,444,538 - 4,444,53%
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INNCVATIVE TECHNOLOGIES GRQUP PLC

3 Nets foraing part of tae flnuncial statements for the poriod ended 31 DecemMor 1994 (continusé)

13 Analyils of ¢ % in financing

On merger of subndiary undertaking
Net cash inflows/{o *flows) from financing
Inception of finance lease contraots

Non-oash transactions:
Conversion of loans
Asorued margor expensoa
Reoclassification on merger

Balance at 31 Decomber 1994

27

Share capifal including Loans and flncace lense

prondum
19%4
L

37,500
1,170,022

e —

1,207,522

481,093
(48.34¢)
(1,531,045)

6,109,226

S —

e e 2 S—

obligntisne
1904
£

1,197,844
(651,858)
14,800

-

580,786

(481,093)

99,693




INNOVATIVE TECHNOLCGINS GRCUP PLC

Notes ferming part of the financle) statements for the period anded 31 Decormder 1994 (continued)

24 Related Party Tramusotions
Transastions rolated to Cedar Investments Limited (*Ceadar™);

Since 10 January 1992 Cedar have lent Innovative Technologics Limited (*IT*) & sum of £404 275 to finance
IT's working capitsl roquirements. The loan carried interest at 13 times Lioyds Bank ple base rate. On 31 May
1994 £100,725 of the Cedar loan was convertad into ordinary sheros in IT at £2.50 per sharo, & further £122,500
of the Cedar loan was also converted into sharos at £2.50 per ahare on 30 June 1994 in IT. At 31 Docomber 1994
£71,030 of the Cedar loan romained outstanding together with accrued interest of £73,573.

The loan and aoorued interest wore paid in full in Janusry 1995,

Transactions iavolving Dominion Capital Ineorporated ("Dominion*), Advanced Matorials Group Incorporated
(CAMG"), and Wilshire Technologies Incorporated (*WTI*).

Dominion and AMO are substantial shareholders of the Company. Dominion has & common interest in AMG
and WTI. 8 Soott is a director and sharehoider of AMO and is a direstor of IT. M Crow, who was a director
and & shareholder of AMG and WTI during part of the pericd was also e dirsotor of IT until 6 July 1594,

On 30 May 1993 WTI entered ints an exclusive liosnce agroement with IT for the woply of polyurstiune for
its Hydroderm range. During the poriod IT raceived £30,925 in licence foes and £1,777 in yosearch (oes.

©n 20 June 1993 WT1 entored into a licence agreement with IT for tho supply of polyusothane for its breathable
gloves project. During the period IT received £nil in liconco foes and £6,666 in rossarch fees.

WTI have entered into an infonmal arrangement with IT for the provision of a facility within IT's premises for
tho glove making manwfecturing operation. WTI contributed £31,618 to leasshoid improvements in relation to
this manutacturing facility, The glove making facility is currently being operated by Wilshire Gloves (UK)
Limited (*Wilshire Gloves*) a wholly owned subsidiary of WTT, IT recharge Wilshire Qloves for the uss of the
prentises and for cstablishment and sdminittration costs. Tho total rocharged for the period amounted to £64,597.
At 31 Docsmber 1994, tho amount dua to |T smounted to £78,292,

On 8 July 1993 AMQ entered into an oxclusive lisence agresment with IT for the supply of breathablo polymer
for its polymer divirion. To dato IT has recoived £110,000 in liconce fees.

Since 31 August 1993, AMG have provided funds for IT to dovelop alginate produsts of £500,000 and fusther
monies of £495,725 to finence IT's working capital roquirements, The loans earried interest at 1% timus Lloyds
Bank plo baso rato. The prinocipal was repaid in Docember 1994, At 31 Docsmber 1994 the soctued interest on
the loans amounted to £45,673 and was peid in January 1995.

Transactions with D K Gilding ("DKG*) and D J Mitohell "DIM®"):
DK@ and DIM jointly loaned IT £77.868. to financo IT's working capitel requirements, baaring interest at 1%

times Lioyds Bank base rate. The loan was converted into ordinary shares in IT at « price of £2.50 per share
on 31 May 1994, At 31 Docember 1994 accrued intarest amounted to £25,572,

8
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INNOVATIVE TECHNOLGGIES GROUP FLC

Netna forming part of the financisl statomends for the perlad ended 31 Decemsbar 1594 (comtinucd)

25 Contingent Lixbilitisa

P L Jones (“PLJ"), » former employce of Innovative Teohnologies Limited, has olaimed £133,554 following
termination of his omployment. The Company's solicitors have advised that the claim sppoars to be substantislly
spurious and tho sum proparly dus to PLJ is in the order of £5,000. PLJ ia named 2s one of four inventors ina
patent applivation in respect of one of IT's breast patohes and has alloged righta of ownership in that invention,
although the basis of his allogation is unoloar. Proceedings have boen throatenad by PLJ but have not besn
comunenced. .ho Company has been advised by its solicitors that, savo as aforesaid, theso olaims have nuisanse
vajuo only.

26  Proforraa feancial informeation
Tho company was establishod with the initial objective of effosting the scquizition of [nnovative Techaalegies
Limited on 30 Noveniber 1994, aa roferred 1o in note 11, A proforma profit and [oss account and proforma balance

sheet is prezented below for the Group on the basis that Innovative Technologics Group plo had been in existonce
and had owned Innovative Tecknologies Limited since ) January 1993,
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INNOVATIVE TECHNOLOGIES GROUP PLC

Netea forming part of the tinanclal stabements far tha period endad 31 December 1994 (coninued)

(=) Prolsrma consolidated preflt and loss account for the yoar ended 31 December 1994

Turmever
Cost of sales
Gross prefit

Administrative expenses

Other oporating income
Opormting loss
Profit on disposal of fixed ascets

Lass on andinary activitics bafare
interest and other Income

Intorest receivable and similar income

Interest payable snd similar chargos

Loss on endinary activities bafore
inxation

Taxation

Retained loss for the year

30

30412

112,20}

1994
3

33,443
5,743
21,700

1,664,720
(1,637,020)
205,708

]

(1,427312)

(1,427312)

(81,789)

(1,509,101)

(1,509,101)

1,700

05,432

139)

1,058,092
(1,058,692)
749,432

(308,660)

(308,650)

(93,732)
{402,392)

-
e m——

(402,392)
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INNOVATIVE TECHNGLOGIES GROUP PLC

Noles forming part af the flnancisl statemsente for the paricd ended 31 Docender 1994 {caxtingcd)

() Profera conselidnted balance sheat at 3t Docembar 1994

Flxed assels
‘Tangible assets

Curreat naots
Stocks

Debtors - duc within one yor
Cash at back and in hand

Crediters: emousnts falling due within
ono yesr

Net curront asscts

Totzl assats lass carvent Unbilitdes

Crediten: emwounts falling dee aftor
mere than one year

Capltal mnd reserves

Called up share capital
Share promium eccount
QOther roserve

Profit and loss account

Sharcholders' fumds

k)|

19%4
£ £
1,067,610
36,233
319,374
4,444,538
4,800,145
195,636
4,004,509
5,072,119
28,076
5,044,043
L T]
2,083,330
4,025,896
1,531,045
(2,596,228)
5,044,043

40,362
181,110
18,413

239,385

222,566

1333

17319

439,700

1,401,824

(962,124)
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INNOVATIVE TAOENOLOGIES GROUP PLC

NOTICE IS HEREBY GIVEN tkat the First A: aual Gonara) Moating of the Company will be held at 12 noon on 16 May
1995 at Quincoy's, London Road, Leftwich, Northwich, Choshire CW9 BEQ for the following purposecs:

Av ordinary businass:

L¥7 )

To roosive tho Report of the Directors and the Financial Statomonts of the Company for tho period ended 31 December
1994 (togothor with the soport of the auditors therson);

To appoint BDO Stoy Hayward as auditors and to authorise the Directors to fix thoir remuneration;

To 'appoini Ronald Dennis Nealo Somerviile (who having been appointed by the Board during the year retires at this
Annuat General Meeting) as a Dircotor of the Company;

To sppoint Walter Everett Christio (who having been appointed by the Board during tho year retiros at this Annus) General
Mooting) as a Direotor of the Company;

To appoint Denis Keith Gilding (who having beon appointed by tho Board during the year retires at this Annus! Gereral
Meeting) as a Diroctor of the Company;

To appoint Diano Jutiet Mitchsll (who baving been appointed by the Board during the your rotires at this Annual General
Maeting) as a Dircotor of the Company;

To appoint David Robort Chellingsworth (who Laving been appointed by the Board during tha year retiros at this Annual
General Mooting) as a Diroctor of the Company;

To appoint John David Berry (who having boen sppointed by the Board during the year retires at this Annual Genaral
Mecting) as & Director of the Company,

As speciz] business:

9

To consider and, if thought fit, to pass the following resotution ¢n a Speciul Resolution:

THAT tho Directors be empowered pursuant to and in accordance with Seotion 95 of the Companics Act 1985
("Aot®) to «llot equity securities pursuant to the authority conferred by written resolution of the Company daisd 30
November, 1994 a3 if Seotion 89(1) of the Act did not (insofar as it would othsrwito do) apply to any such
allotment, provided that;

i this power shall expiro on 15 August 1996 or at the conclusion of the next Annual General Mocting of the
Company, whichover is tha earlier, save that the Company may before such oxpiry make any offer or agroement
whioch would or might require oquity securitios to be allottod after such oxpiry and the Directors may allot equity
scourities in pursuanco of such offer or agreoment as if this power had not axpired and provided further that
such allotment(s) would have fallen within the limit hercinafter mentioned if made before such oxpiry;
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INNOVATIVE TECHNOLOGIES GROUP PLC

ii  equity secuitias allotted otherwiso than in conneotion with o Pro Rata Offer (as definad below) or a sorip
dividend alternative offered in accordanoe with Artiolo 151 of the Company's Astioles 6 Association oy pursuant
to the terma of any share option scheme for omployees approved by the mombers in general mesting shail not
exceed an aggrogato nominal value of £104,167, and for this purpose an issue of soouritios convertible into
ordinary shares shall be deemed to bo an allotmont of the qumbsr of shares which would be required to satisfy

the conversion rights atteohed to those ssourities in full at the initial conversion prios provided for in the terms
and conditions of the issue; and

iii thix power shall replece the equivalent powor conforred by writton resolution of the Company dated 30
November, 1994 which power is beroby rovoked.

In this resolution:
(x) words and exprossions shall bo construed in aosordance with Part 1V of the Act; and

(b} the exprossion “Pre Rata Offer” means an offer of .oquity seourities opan for ccuptance for a period fixed by the
Dirsotors to holders of ordinary shares on the registor on a fixed record date in proportion (or as naarly as may be) o
their then holdings of such ardinary shares (but subjeot to such exolusions or other arrangsments as the Directors may
considor necensary or axpedient in relation to fractional catitlements or on account either of legal problems under the
laws of any tesTiteyy or wha zequircments of any recognised regulatory body or any other stock exchange).

By order of the Board

D R Celllogsworth
Secmtury

2} March 1995

Raglstered affice:

Road Three

Winsford Indusirial Estate
Winsford

Cheshire CW7 3PD

k1]




INNOVATIVE TECHNOLOGIES GROUP PLC

Notes

(A) A member entitled to attend and vote st the Mecting is entitled to appoint one or more peoxios to attend and, on & poll,
vote instead of him or her, A peoxy need not bo a member of the Company.
(B) A fonn of proxy is enclossd for tho use by membezs. To be effeative, it niust be comploted and deposited at the offices

of the Compeny's registrars, Independent Rogistrars Group Limited, Balfour Houso, 390/398 High Road liford, Essox,
1G1 IBR not loss than 48 hours before the time fixed for tho Meating,

(C) Tho register of directors’ intorests in the shares of tho Company and a copy of the ugreoments botweon the Company and
each Diroolor will bo availsble for inspection at the registored offico of tho Company during usual business howrs on any
weslday (Saturdays and publio holidays sxcepie

d) uniil the date of the Mooting and also on that date and at the place
of the Meoting from 11.45 am until the conclusion of the moeoting,

4




INNGVATIVE TICHNOLOGIES GROUP PLC : FORM OF PROXY

Plsaso | P4 S v s

insart full (BLOCK CAPRITALS)

mme(s) and  of.....enieenn, R s e A e e e bb s a st e et erres

address(cs)  being (a) holdor(a) of Ordnmy Slurcl of lOp eloh of tho Company, hereby appoint the chairmun of the
mMEoting...onmcrnne: rsninres (s¢e note 8§ below)........ TR Vet
of (addross(os) or proxy(ios) in (BLOCK CAPITALS) ... .

............. - to aot as my/our proxy(ws) at Iha
Fmt Annual Genornl Maenng of the Compary to be hcld on 16 May 1995, end ot any adjournment

theroof,
Resolutions For Agalmat
Criinary business
1 To recoive the Reports and 1994 Financisl Stateinents
2 To appoint suditors )
3 To appoint Ronald Somerville as a Dirsctor
4 To appoint Walter Christie as a Dirsotor
$ To appoint Koith Qilding ax a Direator
[ To appoint Disno Mitcholl as a Director
7 To appoint David Chellin gsworth as a Dircotor
8 To appoint John Barry as a Dirsctor
Special Businem
9 To disapply pre-omption rights

Pleaso indicate with an "X* how you wish your votes to be cast. (See noto 7 below)

Signature(s)

Datod 1995

a3




A proxy noed not bo a member of the Company.

A member may appoint more than one PIoKy lo attend on the same occasion. When two or more valid but
differing instruments of Proxy ara delivered in reapect of the same share for u3s at tho aame meeting and in
respodt of the seme mattez, the one whioh is last validly dolivered (rogardless of its date or of the dato of its
exeouticn) shall be treated as replasing and revoking the other or others as regards that share. If the Company
is unable to determine which instrument was Iast validly dolivered, none of them shall bo treated s valid in
rospect of that share.

In the caso of & corporation, this proxy must bo given under its common soal or under the hand of some
officer or attorney duly authorised in that behalf,

To bo offective, this form must be lodged at the offices of the Company's rogistrars, Indspendent Registrars
Group Limited, Balfour House, 390/398 High Roed, Ilford, Essex, IG1 IBR not later than 48 hours before
the time of tho meeting, or any adjournraeat thereof, togother, if appeopriate, with the power of altomey or
other authority (if any) under which it is signed, or a copy of such authority certified notarislly or in some
other way approved by the Board,

If a poll is not tekon forthwith but s takon not more than 48 hours after it wes demanded, this form must be
dolivercd at the meeting at which the poll was demanded to the cbairman of the mesting or to any Director,
If, howover, a poll is taken more than 48 hours after it is domanded, this form must be daporited following
the procedure set out in Note 4 above after tha poll ls boen demandod and not less than 24 houss before the
time appointed for the talsing of the poll.

Auy sltorations mads to this form should be initialled.

Ploase indioate with an X how you wish your votos to be cast, Unless otherwisz instrusted, your proxy(ies)
will volo or abstain as he, she or they think fit. On any motion to amend any resolution, to propose a new
resolution, to adjourn the moeting, or any other motion put to the mosting your proxy(ies) will act at
kisther/their diseretion.

If it is dosired to appoint as proxy any person othoer than the chainnan, hisher name and sddress should be
inserted in the rolovant place, reference to the chairmun doleted and the alteration initialled.

The complation and retumn of this form will not provent you from attending in person and voting at the
moeting should you subsequently decids to do so,
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