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Bamboo’s investment approach

Bamboo has focused on providing early stage venture capital of less than
£1 million for small, high growth companies. Typically these companies will
have developed their technology or proved the concept and need further
capital to commercialise the opportunity.

Bamboo will also look at other growth capital opportunities where the
company can demonstrate an innovative product or service, is generating
revenues, and requires additional capital to take the business to profitability.

The majority of Bamboo’s investments are in the technology sector, broadly
defined as application software & services, infrastructure software, IT
hardware, and medical services. Bamboo will invest in other sectors if they
can demonstrate similar high growth characteristics.

Bamboo principally looks for:-

e A novel and innovative technology, product or concept
e High growth markets
e A clear vision of the business model for generating revenue

¢ Good management
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Net Asset Value per share — Directors’ valuation basis *
Net Asset Value per share — Historic cost (less provision) basis

Cash and fixed interest securities per share

Highlights

2002

66.4p
65.3p

51.7p
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2001

73.8p
72.8p

55.9p
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Analysis of top ten investments at 31 December 2002

Historic cost less

Directors’ valuation

provision

£ £
Active Hotels Limited 500,000 500,000
VIS entertainment plc 376,862 390,487
E Jewson Services to Charities Limited 268,736 268,736
European Telecommunications and
Technology Limited 107,758 267,614
TM Property Service Limited 252,795 266,546
Applied Psychology Research Limited 263,338 263,338
Cassium Technologies Limited 250,000 250,000
Dr Foster Limited 249,998 249,998
Infrared Integrated Systems Limited 236,031 252,390
Casewise Systems Limited 133,596 133,596
Other unlisted investments 163,083 188,484
Total unlisted investments 2,802,197 3,031,189
Fixed interest portfolio plus cash 10,648,523 10,648,523
Other net assets 7,897 7,897
Total net assets 13,458,617 13,687,609
NAV per share 65.3p 66.4p
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Chairman’s Statement

Introduction

Bamboo has continued to adopt a cautious approach to new investments due to the uncertainty in financial markets
and poor economic conditions for the early stage companies that we invest in. The Board has placed a high priority

on preserving Bamboo’s cash balance in this investment climate.

Net Asset Value

The net asset value per share at 31 December 2002 on a Director’s valuation basis was 66.4p, a decline of 10% for
the year. Though regrettable, this compares favourably with a decline of 33% in the FTSE AIM and 51% in the
FTSE techMARK Allshare indices during 2002. Cash and fixed interest securities amounted to 51.7p per share,
down from 55.9p at 31 December 2001.

Cost Control

We have continued to keep a tight control on costs. The operating loss of £101,084 was principally due to a reduced
average cash balance and lower interest rates. In the second half of the year we had a modest operating profit of

£760 due to a reduction in operating costs and an increase in other income.

Outlook for the Portfolio

We have had to make provisions against some investee companies due to their underperformance against original
expectations. However, there are also encouraging signs that other portfolio companies are continuing to grow

strongly and should fulfil their promise of capital appreciation when financial markets improve.

Strategic Review

At the time of the original placing in July 2000, the board anticipated that the company would obtain a public
listing as an investment trust within two years as the preferred route to create liquidity for our shareholders’
investment. This would also have enabled the Company to add financial scale and strengthen its management team

so that Bamboo could buiid on its distinctive role and ambitions in the financing of early stage companies.

As all shareholders are aware, market conditions have deteriorated remorselessly over the intervening two and a half

years. Shares in venture capital investment trusts typically stand at a substantial discount to net asset value.

During 2002 the Board has examined several options for the future of Bamboo and has always been mindful of its
undertaking to provide liquidity to shareholders. It has concluded that it should conduct a tender offer for up to
62.7% of the Company’s issued share capital at a price of 63.7p per share, which represents a modest discount to
allow for costs on the 31 December 2002 net asset value at Directors’ valuation. By this route, 40p per share of

the original £1 per share investment can be retumed to each shareholder that takes up the offer in full.
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Chairman’s Statement (continued)

At least £2 million in cash will be retained within Bamboo to support and develop our unquoted investments and
to meet the costs of managing Bambeao. It is important in recouping earlier losses that the winners in the portfolio
are given both time to mature and, where justified, additional investrnent. Having embarked on this route, the

strategy in future will be to provide liguidity in Bamboo shares through further tender offers when sufficient
realisations of our portfolio companies are achieved.

Those shareholders who do not wish to reduce their commitment to early stage investing at this point in the cycle
do not have to accept the tender offer and may leave up to the full amount of their original investment committed

to Bamboo. The Managers will seek to invest such “recommitted” funds in unquoted companies with a shorter

prospective period to realisation.

In view of the reduced scale of activities, the Board have decided to contract out the management of Bamboo to
Close Venture Management, a division of Close Brothers Group ple. Close Venture Management manage
approximately £100m of VCT funds and have an excellent track record in managing early stage investments,
Bamboo have worked with the Close team on a number of investments and believe that Close offers additional size
and capacity to manage efficiently the remaining assets in Bamboo. James Stoddart will be retained on an advisory

basis by Close and will continue to be a director of Bamboo with the intention of playing a major role in extracting

the maximum value out of the portfolio.

I would like to conclude by thanking the Bamboo management team for their hard work and diligence in managing
the portfolio and retaining considerable value in the Company over a very difficult period for the venture capital
industry. These changes are not what we, or they, would have desired at the outset and I am grateful to them for

their professionalism in placing the interests of shareholders ahead of everything else.

)b

MC Stoddart
Chairman
19 February 2003
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Operational Review

Introduction

Bamboo [nvestments has been in existence for two and a half years. During this time we have been operating in an
increasingly difficult market, particularly for the early stage technology sector. We have experienced a poor trading
environment for our portfolio companies, most of which have not been able to meet their original growth
expectations, and this has been reflected in a decline in valuations in the majority of our investments. Over the last
vear, the Bamboo team has been keen to preserve the capital value in the Company with a greater focus on

managing existing investments.

Investment Activity

The Bamboo team received over 600 business plans in 2002, equivalent to almost three plans per working day. This
demonstrates that, with limited marketing, we have become accepted as an established early stage venture capital
provider. Qur best investment opportunities continue to be derived from our personal network of contacts,

shareholders and advisors.

New Investments

Cassium Technologies Limited

Bamboo invested £500,000 as part of a £1.0m financing round alongside Close Technology and General VCT. Cassium
is a software and services consultancy specialising in providing web service applications through the Microsoft NET
platform to a blue chip client base. They enable their clients to improve communications through better workflow
applications built around existing ¢xtranets and intranets. The business has not met original growth expectations set out
prior to the investment, due to a delay in spending by several of their larger customers. For this reason, we have made
a 50% provision against the investment. The market for web services on the back of the Microsoft NET platform for

large enterprises remains encouraging and Cassium is optimistic about a recovery in sales.

Follow-on Investments

E Jewson Services to Charities Limited

Bamboo invested £150,043 as part of a £400,000 second round investment. E Jewson is a specialist consultancy,
targeted at charities, private clients and small pension funds, that help its clients to determine investment strategy,
select suitable investment managers and monitor the performance of those managers. In the increasingly turbulent
financial markets, many charities are reviewing their past performance and looking to change investment

managers. E Jewson is ideally placed to help them in this process.
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Operational Review (continued)

Itim Group plc (previously Zygon Systems Limited)

Bamboo provided a bridge financing facility in February 2002 to enable Zygon to capitalise on several potential
software sales and to provide working capital while the company looked for additional finance. In December,
Zygon agreed to merge with Itim Group plc a software and services consultancy specialising in providing solutions
to the retail and leisure sector. As part of the merger Bamboo invested £65,154 in a £1.5m highly dilutive financing

round led by 3i plc. We have made a full provision against our original investment in Zygon.

Valuations

The financial statements continue to be presented on a historical cost basis which means that only the effect of any
downward movements in valuations are reflected in Bamboo’s profit and loss account. The Directors have

calculated a net asset value that incorporates a Directors’ valuation in order to give a more balanced picture.

The net asset value at Directors” valuation has fallen by £1.5m during the year. We have made a full provision
against out investment in Asita Technologies Inc. due to the uncertainty surrounding future financing for the
company. In addition, we have made an impairment provision against our investments in Dr Foster Limited,
Infrared Integrated Systems Limited, Applied Psychology Research Limited and Casewise Systems Limited due

to underperformance against expectations and the general market deterioration.

Outlook

The portfolio has been through an extremely difficuit period for early stage venture capital investments and we
have not been able to demonstrate the underlying value through realisations in 2002. However, we would expect
surpluses to arise on some of the portfolio companies when market conditions improve sufficientiy to allow some

realisations.

The Bamboo team have invested considerable time and effort in developing a presence in the market and believe
that we have some quality businesses in the portfolio that have the potential to yield excellent returns over a three
to five year period. I would personaily like to thank the Barmboo team for all their hard work in some tough market

conditions.

1 look forward to working with Close Venture Management to maximise the future value of the Company through

realisations from the existing portfolio and judicious new investments,

JRB Steddart
Chief Executive
19 February 2003
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Valuation policy

It is the policy of Bamboo to present the financial
statements under the historical cost convention. This
means that fixed asset investments are held at cost less
any provision for impairment.

A provision is considered if the performance of the
investment is significantly below the expectations
on which the investment was based, leading to a
diminution in value.

Provisions are made as a percentage of cost in bands of
25% in accordance with British Venture Capital
Association {(“BVCA™) guidelines.

Principles of Directors’ valuation for
illustrative purposes only

A Directors’ valuation has been applied to each
investment for iilustrative purposes only. The principles
used in the illustrative valuation are discussed below.

In valuing unlisted investments, the Directors follow a
number of general principles which are based upon the
BVCA guidelines for valuing unquoted investments.

Investments are stated at amounts considered by the
Directors to be a fair assessment of their value.
All investments are valued according to one of the
following bases:

Early stage investments

Early stage investments are valued at cost (less any
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Valuation policy

impairment provision required). The exception to this
principle is where a significant transaction involving
an independent third party at arms length values the
investment at a materially different value, In these
circumstances the investment is revalued (either up
or down).

Provisions are considered if the performance of the
investment is significantly below the expectations
on which the investrnent was based, leading to a
diminution in value. Provisions are made in bands
of 25%.

Development stage investments

Development stage investments are carried at cost for
one year unless this basis of valuation is unsustainable.
Provisions are considered if the investment performs
significantly below expectations.

A change of valuation may be considered by reference
to the price at which a subsequent issue of capital is
made, or at which a transaction for cash in the relevant
security takes piace. In certain circumstances, for
example where restrictions or preferential rights exist,
the Directors may consider a provision against the
valuation. Additionally a change in valuation may be
considered for significant market movements.

Investments traded on AIM and OFEX are valued at the
closing mid-market price at the balance sheet date less
a provision for illiquidity.




The Board of Directors

Michael Stoddart (Chairman) — age 70 ¢

Michael Stoddart is former chairman of Electra Investment Trust, one of the UK’ leading providers of private
equity; he held this position from 1986, having been appointed chief executive in 1974, to his retirement in April
2000. He is chairman of the Foundation of Entrepreneurial Management at the London Business School, a director
of Merlin Ventures, chairman of Elderstreet Millennium VCT and holds a number of non-executive directorships
of public and private companies in the UK. He is a senior advisor to Fleming Family and Partners.

Ian Laing — age 56 ¢& ¢

Ian Laing is chairman of Milton Park, which he founded in 1984. He has also been a founding shareholder and a
non-executive director of a series of high tech start-up businesses including Oxford Asymmetry, Oxford
Semiconductor and Doctors.net.uk. He is a non-executive director of SPV and a Governor of the London Business
School. Tan Laing is a graduate of the London Business School.

Simon Oliver — age 62 & ¢ (Chairman of the Remuneration Committee)

Simon Oliver founded his own foods business in 1976, which he grew into a £135 million turnover company
before selling out his majority interest in 1995. In 1992 he chaired the MBO of the Cheese Company, which was
successfully sold within three vears. He 1s now chatrman of Pi Capital, chairman of Dairy Crest and a non-
executive director of several companies. Simon Oliver is an active investor in small businesses.

Graham Ross Russell — age 70 ®& ¢ (Chairman of the Audit Committee)

Graham Ross Russell has had a distinguished career in the City with a special interest in the growth of small
companies. He was a partner in stockbrokers Laurence Prust for many years, was deputy chairman of the London
Stock Exchange and chairman of the Securities Institute and is a member of the Market Authority of Nasdag Europe.
He is currently chairman of Advent Venture Capital Trust and F&C Capital and Income Investment Trust, a director
of UK Select Investment Trust and a Trustee of NESTA. Graham Ross Russell is also chairman of the Enterprise
Panel and of UKBI which is actively involved in promoting the application of business incubation principles in the
UK. He is a graduate of Cambridge University and the Harvard Business School.

Martyn Williams — age 39 & ¢

Martyn Williams is a private investor and an advisor to a number of quoted UK companies and Venture Capital
firms, He s currently a teaching fellow at the London Business School, where he teaches the Financing of the
Entrepreneurial Business elective. Between 1993-7 he was managing director of Bailey Newspaper Company
where he completed the company's tumaround and sale to Southern Newspapers. He was an investment manager
at 3i plc for three years and prior to that worked at Robert Fleming, Sanwa and HSBC Bank, where he qualified
for ACIB in 1983. He is a graduate of the London Business School.

James Stoddart (Chief Executive) — age 37

James Stoddart has been actively involved in managing the Bamboo investments since 1996 on a part time basis.
He joined Bamboo full-time in September 1999 to manage the portfolio more pro-actively. Prior to that he spent
six years at Postern Executive Group, a leading firm of “company doctors” in the UK, where he worked on
numerous turnaround assignments and was instrumental in establishing the Postern Fund to invest in turnaround
situations. James Stoddart previously worked in corporate strategy for Hutchison Whampoa in Hong Kong and in
Corporate Finance for Oppenheimer in New York. He has a degree in finance and international business from
Boston University.

¢ Non-executive Director
& Member of the audit committee

¢ Member of the remuneration committee
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The Directors present their report together with the
financial statements for the year ended 31 December
2002.

Principal activities

The principal activity of the Company in the year
under review has been as an investment holding
company, The Directors intend that this will continue
to be the Company’s principal activities in the
foreseeable future.

Results and review of business

The loss for the financial vear after taxation was
£1,535,162 compared with a loss of £2,015,465 for
the year ended 31 December 200!. Administrative
expenses were £698,850 compared with £710,472 for
the previous year. The changes in fixed asset
investments are described together with a review of
the Company’s activities in the Chairman’s statement
and Operational review on pages 4 to 7.

Dividend and proposed transfer to
reserves

The Directors do not recommend the payment of a
dividend (2001: £Nil)

The Group made a loss of £1,535,162, in respect
of the year ended 31 December 2002, which the
Directors propose to carry to reserves (2001: loss of
£2,015,465, carried to reserves).

Directors

No Directors were appointed or resigned during
the year.

In accordance with the Articles of Association, Mr
Ross Russell and Mr MC Stoddart will both retire by
rotation and, being eligible, will offer themselves for
re-election. The biographical details of the serving
Directors and those seeking re-election appear on
page 9.

Directors’ interests

Details of Directors’ interests in shares of the
Company are disclosed in note 3 of the financial
statements on page 22.

Political and charitable donations

During the year £Nil (2001: £Nil) was given for
charitable purposes. There were no political donations
made during the year (2001: Nil).
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Report of the Directors

Annual General Meeting

The Annual General Meeting of the Company will
be held on 3 April 2003 at 4:30pm. The Notice of
Meeting appears on pages 31 and 32.

In addition to the ordinary business of the meeting
certain special business will be put to shareholders.

Authority to allot shares

The Directors” general authority to allot “relevant
securities” will expire at the end of the forthcoming
Annual General Meeting.

Accordingly, Resolution 35, in the Notice of Meeting
will be proposed, as an Ordinary Resolution, to
authorise the Directors (pursuant to section 80 of the
Companies Act 1985) to allot Ordinary Shares in the
capital of the Company up to a maximum nominal
amount of £319,000, being approximately one third
of the nominal value of the Ordinary Shares currently
in issue.

The authority (unless previously revoked or renewed)
will expire on the earlier of the date 15 months from
the date of the passing of the Resolution and the date
of the Annual General meeting of the Company due to
be held in 2004.

The Directors will exercise the authority to allot only
when satisfied that it is in the interests of the
Company to do so. They have no present intention of
exercising the authority, except in connection with the
issue of shares under the Company’s share option
schemes.

Disapplication of pre-emption rights

Section 89 of the Companies Act 1985 confers on
sharcholders rights of pre-emption in respect of the
allotment of “equity securities” which are or are to be
paid up in cash otherwise than by way of allotment to
employees under an employees’ share scheme. The
provisions of Section 89 apply to the authorised but
unissued Ordinary Shares of the Company to the
extent that they are not disapplied pursuant to section
95 of the Companies Act 1985,

The existing disapplication of these statutory pre-
emption rights will expire at the end of the
forthcoming Annual General Meeting. Accordingly,
Resolution 6 in the Notice of Meeting will be
proposed as a Special Resolution, to give the
Directors power to allot shares without statutory pre-
emption rights applying, first, in relation to rights
issues and, secondly, in relation to the issue of
Ordinary Shares for cash up to a maximum aggregate
of £51,500 (representing

nominal amount



approximately 5% of the nominai value of the
Ordinary Shares currently in issue).

The authority will expire on the earlier of the date 15
months from the date of the passing of the Resolution
and the date of the Annual General Meeting of the
Company due to be held in 2004,

The Directors consider the passing of Resolutions 5
and 6 to be in the best interests of the Company and
its shareholders as a whole.

Extraordinary General Meeting

An Exiraordinary General Meeting of the Company
will be held on 3 April 2003 at 4:45pm. The following
special business will be put to shareholders:

That the share premium account of the Company
amounting to £16,317,199 be cancelled; and

That the terms of an agreement between the Company
and certain shareholders in the Company for the
purchase by the Company of its own ordinary shares
of 5 pence, be approved and the Company be
authorised to enter into the agreement, such authority
to expire on 31 December 2003.

The Directors consider the passing of the above
special resolutions to be in the best interests of its
shareholders as a whole.

Supplier payment policy

The Company negotiates payment terms with its
suppliers on an individual basis, with the normal
arrangements being within 15 to 30 days from receipt
of invoice. Trade creditor days of the Company for the
vear ended 31 December 2002 were 55 days based on
the ratic of Company trade creditors at the end of the
year to the amounts invoiced during the period by
trade creditors.

Statement of Directors’ responsibility

Company law requires the Directors to prepare
financial statements for each financial year which
gives a true 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 apply them
consistently

Report of the Directors (continued)

» Make judgements and estimates that are reasonable
and prudent

+ Prepare the financial statements on the going concern
basis unless it is inappropriate to presume 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.

ISA status

Your Board has considered the ISA status of
Bamboo’s shares and consider that were Bamboo
shares eligible for inclusion in an ISA Bamboo’s
investment criteria would be subject to constraints
which would not be in the overall interests of
shareholders. Hence the Bamboo shares are not
eligible for inclusion in an ISA.

Auditors

Following the conversion of our auditors
PricewaterhouseCoopers to a Limited Liability Partmership
{LLP) from 1 January 2003, PricewaterhouseCoopers
resigned on 13 February 2003 and the Directors appointed
its successor, PricewaterhouseCoopers LLP as auditors. A
resolution to reappoint PricewaterhouseCoopers LLP
as auditors to the Company will be proposed at the
Annual General Meeting.

Tax status

In the Directors’ opinion, the Company is not a close
company within the provisions of the Income and
Corporation Taxes Act 1988.

(Whagtontas

By Order of the Board
Catherine Kinnear ACA
19 February 2003
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As Bamboo Investments plc is not listed on the
London Stock Exchange it is not required to report in
accordance with the Combined Code issued by the
Financial Services Authority. However, for the sake of
good order, the Directors would like to provide the
following information concerning their approach to
corporate governance.

The Board of Directors

The Board, which met eight times in 2002, comprised
of six Directors five of whom were non-cxecutive.

The Chairman devotes approximately one day per
month to the affairs of the Company.

With the exception of the Chairman, all other non-
executive Directors who held office during the year
have been considered by the Board to be wholly
independent of the executive team.

The Board has nominated [an Laing as the senior
independent Director.

The Board has agreed a schedule of matters reserved
for its specific approval.

The Board receives information that it considers to be
sufficient and appropriate to enable it to discharge its
duties. Each Director receives board papers several
days in advance of each Board Meeting and is able to
consider in detail the Company’s performance and any
issues to be discussed at the relevant meeting.

Individual Directors may seek independent
professional advice in furtherance of their duties at the
Company’s expense within certain parameters. All
Directors have access to the services of the Company
Secretary. Any question of the removal of the
Company Secretary would be a matter for
consideration by the entire Board.

12 Bamboo Investments plc

Corporate Governance

The Audit Committee

The Board has an Audit Committee with specified
terms of reference. It comprises all the non-executive
Directors with Graham Ross Russell as Chairman.

The principal role of the Committee is to review the
content of the Annual Report and Accounts and the
Interim Statement, the accounting policies applied
therein and to ensure compliance with financial and
regulatory reporting requirements.

The Audit Committee has direct access to the
Company’s Auditors with whom it meets annually.

The Remuneration Committee

The Remuneration Committee meets at least annually
to determine the emoluments of the Executive staff. It
comprises all the non-executive Directors of the
Company other than the Chairman. Simon Oliver is
Chairman of the Remuneration Committee. Details of
Director’s remuneration are shown in Note 3 of the
accounts. The Remuneration Committee considers the
levels of remuneration paid to be appropriate in light
of the responsibilities and duties undertaken by the
Directors.

The Nomination Committee

When there is a need to appoint a new Director to the
Board a nomination committee will be formed, the
purpose of which will be to consider suitable
candidates.

The Company’s relationship with its
shareholders

The Company values good relationships with its
shareholders. With the exception of 2062 when only
one meeting was held, it has held shareholder
presentations twice yearly, all shareholders are invited
to attend.



Internal Control

The Board is responsible for the Company’s system
of internal control. The system of internal control is
designed to manage, rather than eliminate, the risk of
failure to achieve business objectives and can only
provide reasonable and not absolute assurance
against material misstatement or loss.

The Company’s system of internal control includes
clear lines of responsibility, delegated authority,
control procedures and systems. The compliance
officer monitors compliance with the FSA rules.

The Company operates a Control Pracedures Manual
which has been approved by the Board of Directors.

The Control Procedures Manual contain key controls and
operating procedures designed to ensure that management
meet the Company’s objectives,

The key areas covered by the manual designed to
provide effective internal control for the Company are
as foilows:

* Accounting and financial reporting — The Board
receives regular reports of financial data, including

Corporate Governance (continued)

management accounts, analyses of administrative
costs compared to budget, revenue and cost projections

* Budgeting and forecasting -~ The Board approves the
budget and forecasts for the forthcoming financial year
and requires formal approval of unbudgeted expenditure.

+ Investment selection and approval — The Board
formally approves all investments in excess of
£250,000. A paper is prepared for all proposed
investments, regardless of their size, for review by
the Board. ‘

+ Investment monitoring and valuation — The Board
receives regular reports on the performance of
investments and formally approves the valuation of
each investment prior to publication of the Annual and
Interim Reports.

Due to the small size of the Company the Board does
not operate a formal internal audit function but is indeed
mindful of the importance of good internal control.
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To the members of
Bamboo Investments plc

We have audited the financial statements which
comprise the profit and loss account, the balance
sheet, the cash flow statement and the related notes
which have been prepared under the historical cost
convention and the accounting policies set out in the
statement of accounting policies.

Respective responsibilities of Directors
and auditors

The Directors’ responsibilities for preparing the
annual report and the financial statements in
accordance with applicable United Kingdom law and
accounting standards are set out in the statement of
directors' responsibilities.

QOur responsibility is to audit the financial statements
in accordance with relevant legal and regulatory
requirements and United Kingdom Auditing
Standards issued by the Auditing Practices Board.
This opinion has been prepared for and only for the
Company’s members in accordance with Section 235
of the Companies Act 1985 and for no other purpose.
We do not, in giving this opinion, accept or assume
responsibility for any other purpose or to any other
person to whom this report is shown or in whose
hands it may come save where expressly agreed by our
prior consent in writing.

We report to you our opinion as to whether the
financial statements give a true and fair view and are
properly prepared in accordance with the Companies
Act 1985. We also report to you if, in our opinion, the
Directors' report is not consistent with the financial
statements, if the company has not kept proper
accounting records, if we have not received all the
information and explanations we require for our audit,
or if information specified by law regarding directors’
remuneration and transactions is not disclosed.

We read the other information contained in the annual
report and consider the implications for our report if
we become aware of any apparent misstatements or
material inconsistencies with the financial statements.

The other information comprises only the Directors’
report, the Chairman's statement, and the operating and
financial review.

[4 Bamboo Investmenis plc

Independent auditors’ report

Basis of audit opinion

We conducted our audit in accordance with audtting
standards issued by the Auditing Practices Board. An
audit includes cxamination, 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
judgernents 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
misstatement, whether caused by fraud or other
irregularity or error. In forming our opinien 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 affairs of the Company and the
Group at 31 December 2002 and of the loss and cash
flows of the Group for the year then ended and have
been properly prepared in accordance with the
Companies Act 1985,

hwwﬁw I

PricewaterhouseCoopers LLP
Registered Auditors

Chartered Accountants

London

19 February 2003



The financial statements are prepared under the
historical cost convention and in accordance with
applicable Accounting Standards in the United
Kingdom. The principal accounting policies of the
Company are set out below.

Tarnover

Turnover represents net invoiced sales of Director’s
fees/consultancy services excluding value added tax.

Subsidiary undertaking

The consolidated financial statements incorporate the
financial statements of the Company and its
subsidiary Bamboo Investment Management Limited.

Investment income

Dividends from listed shares are accrued from the
date the shares are declared ex-dividend; incorne
from unlisted shares is accounted for as dividends
are received; interest on fixed interest securities is
accounted for on an accruals basis.

Depreciation

Depreciation is calculated to write down the cost
less residual value of all tangible fixed assets by
equal annual instalments over their expected useful
lives. The periods generally applicable are: computer
equipment 2-3 years, fixtures and fittings 3 vears.

Fixed asset investments

Investments are held as fixed asset investments.

Accounting policies

Fixed interest securities are stated at amortised cost.
Any premium/discount on acquisition of fixed interest
securities is amortised on a straight line basis over the
fixed life of the security.

Other unlisted investments are stated at cost less any
provision for impairment. As investments are held for
the purpose of capital appreciation, all investments,
even those investments over which the Company has
significant influence, are treated in the same way.

Taxation

The charge for taxation is based on the net profit for
the year. Deferred tax is provided in accordance with
Financial Reporting Standard 19 on all timing
differences that have originated but not reversed by
the balance sheet date. Deferred tax assets are only
recognised to the extent that they are recoverable. The
adoption of FRS 19 had no impact on the results for
the year.

Foreign currencies

Assets and liabilities in foreign currencies are
translated into sterling at the rates of exchange
ruling at the balance sheet date.

Operating leases

Payments made under operating leases are charged to
the profit and loss account on a straight line basis over
the period of the lease.
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