THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. If you are in any doubt about
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the information contained in this document is in accordance with the facts and does not omit anything likely to affect the
import of such information.

Application has been made for the Consideration Shares to be admitted to trading on AIM. It is expected that dealings in the

Existing Ordinary Shares will re-commence on AIM on the date of this document and that dealings in the Consideration Shares
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Arden Partners plc (“Arden”), which is a member of the London Stock Exchange and is authorised and regulated in the
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providing the protections afforded to customers of Arden nor for providing advice in relation to the contents of this document
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reliance on any part of this document.

A notice convening an Extraordinary General Meeting of the Company to be held at the offices of Lawrence Graham, 190 Strand,
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The following definitions apply
context otherwise requires:

“Acquisition”

“Acquisition Agreements”

“Act”
“Acting in concert”

“Admission”

“AIM”

“AIM Rules”

“Arden”

“Articles”
“Board”

“certificated” or “‘in certificated
form”

“Capita Registrars”
“City Code”

“Combined Code”
“Company” or “Castor
Investments”

“Completion”

“Concert Party”

“Consideration”

“Consideration Shares”

“Controlling Interest”

“CREST”

“CREST Regulations”

DEFINITIONS

throughout this document, unless otherwise stated or unless the

the proposed acquisition of MSH by the Company as detailed in
this document

the conditional agreements dated 2 October 2006 pursuant to which
the Company has conditionally agreed to acquire the entire issued
share capital of MSH, particulars of which are set out in
paragraphs 7.2 and 7.3 of Part VI of this document

the Companies Act 1985, as amended
shall bear the meaning ascribed thereto in the City Code

the admission of the Consideration Shares to trading on AIM and
such admission becoming effective in accordance with the AIM
Rules

the AIM market of the London Stock Exchange

the rules for companies whose securities are traded on AIM and
their nominated advisers published by the London Stock Exchange
as amended from time to time

Arden Partners plc, which is authorised and regulated in the United
Kingdom by the FSA

the articles of association of the Company
the board of directors of the Company

the description of a share or other security which is not in
uncertificated form (that is, not in CREST)

a trading division of Capita IRG Plc

the City Code on Takeovers and Mergers issued and regulated by
the Panel

the Principles of Good Governance and Code of Best Practice,
issued by the London Stock Exchange

Castor Investments plc

completion of the Acquisition being conditional, inter alia, upon
certain of the Resolutions being passed at the EGM and Admission

Anthony Fabrizi, Steven Whelton, Patrick Claridge, John Green,
Charles Price, David Barton, Adrian Messina, Christopher Taylor,
Chris Coleman, Graeme Smith, Ruffler Bank Plc, Colura Holdings
Limited and Goldings Estate Limited

£8,350,000 to be satisfied by the issue of the Consideration Shares
at the Issue Price

the 16,700,000 New Ordinary Shares to be issued as consideration
for the Acquisition

means shares representing not less than 30 per cent. of Voting
Rights

the relevant system (as defined in the CREST Regulations) in
respect of which CREST Co Limited is the Operator (as defined in
the CREST Regulations)

the Uncertificated Securities Regulations 2001 (SI 2001 No. 3755),
as amended



“Directors”

“EGM” or “Extraordinary
General Meeting”

“EMI Scheme”

“Enlarged Group”
“Enlarged Group Board”

“Enlarged Share Capital”

“Existing Directors”

b

“Existing Ordinary Shares’

“FSA”

“FSMA”

“Independent Director”
“Issue Price”

“London Stock Exchange”
“MSH”

“MSL”

“MSH Director”
“MSH Group”

“MSH Scheme”

“New Ordinary Shares”

“Official List”

“Options” or “Share Options”

“Ordinary Shares”

“Panel”

“Proposals”

“Proposed Directors”

“Resolutions”

“Rule 9 Obligation™

the directors of the Company at today’s date whose names are
listed as such on page 7 of this document

the extraordinary general meeting of the Company to be held at the
offices of Lawrence Graham at 190 Strand, London WC2R 1JN on
25 October 2006, notice of which is set out at the end of this
document

the enterprise management incentive share option scheme of the
Company, details of which are set out in paragraph 6 of Part VI of
this document

Castor Investments and the MSH Group together

the directors of the Company upon and immediately following
Admission

the entire issued share capital of Castor Investments upon
Admission as enlarged by the issue of the Consideration Shares

David Barton and Alan Pereira

the ordinary shares of 1p each in the capital of the Company as at
the date of this document

the Financial Services Authority Limited, the single statutory
regulator under FSMA

the Financial Services and Markets Act 2000, as amended,
including any regulations made pursuant thereto

Alan Pereira
50p per share
London Stock Exchange plc

Merchant Securities Holdings Limited, a company incorporated in
England and Wales with company number 3660054

Merchant Securities Limited, a company incorporated in England
and Wales with company number 2146985

the director of MSH, being Anthony Fabrizi
MSH and its subsidiaries from time to time including MSL
the MSH enterprise management incentive share option scheme

the ordinary shares of 10p each in the capital of the Company
following the Share Consolidation

the official list of the UK Listing Authority
rights to acquire New Ordinary Shares

the ordinary shares of 1p each (or, after the Share Consolidation,
10p each) in the capital of the Company

the Panel on Takeovers and Mergers, the regulatory body which
regulates the City Code

the Acquisition, change of name, Share Consolidation, adoption of
the Share Option Schemes and approval of the Waiver

the proposed directors of the Company whose names are listed as
such on page 7 of this document whose appointment will be
effective on Admission

the resolutions to be proposed at the EGM, set out in the notice of
EGM at the end of this document and reference to a “Resolution”
shall be the relevant resolution set out in the notice of EGM

the obligation under Rule 9 of the City Code to make a general cash
offer to all shareholders of a company to which the Code applies as
summarised in Part 1 of this document
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“Share Consolidation”

“Shareholders”
“Share Option Schemes”
“Share Scheme Deed”

“UK Listing Authority”
“Unapproved Scheme”

“uncertificated” or “in
uncertificated form”

“United Kingdom™ or “UK”
“Vendors”
“Voting Rights”

“Waiver”

the consolidation of the Existing Ordinary Shares into New
Ordinary Shares on the basis of 1 New Ordinary Share for every
10 Existing Ordinary Shares as set out in the fourth Resolution

holders of Ordinary Shares
the EMI Scheme and the Unapproved Scheme

the deed of release and grant of replacement options relating to the
MSH Scheme

a division of the FSA acting as a competent authority for the
purposes of Part VI of FSMA

the unapproved share option scheme of the Company details of
which are set out at paragraph 6 of Part VI of the document

an Ordinary Share recorded on the Company’s register as being
held in uncertificated form in CREST and title to which, by virtue
of the CREST Regulations, may be transferred by means of
CREST

the United Kingdom of Great Britain and Northern Ireland
the shareholders of MSH at the date of this document

means the right to receive notice of, attend (in person or by proxy
or by corporate representative), speak (in person or by corporate
representative) and to cast (in person or by proxy or by corporate
representative) one vote per share at general meetings of the
Company

the waiver by the Panel of the Rule 9 obligation that would
otherwise arise on the members of the Concert Party, collectively
and individually, as a result of the Proposals. This obligation would
require the Concert Party to make a cash offer for the entire issued
share capital of the Company.



ACQUISITION AND ADMISSION STATISTICS

Number of Existing Ordinary Shares in issue as at the date of this document 27,200,000%*
Number of Consideration Shares being issued pursuant to the Acquisition and

following the Share Consolidation 16,700,000
Number of New Ordinary Shares in issue upon Admission 19,420,000
Percentage of Enlarged Share Capital held by the Concert Party upon Admission 47.10 per cent.

Market capitalisation upon Admission of the Company at the Issue Price

ISIN

* 2,720,000 New Ordinary Shares following the Share Consolidation

£9.7 million
GB00B067NM72

EXPECTED TIMETABLE OF PRINCIPAL EVENTS

Admission Document publication date and Re-Admission of the
Existing Ordinary Shares

Last time and date for receipt of Forms of Proxy
Extraordinary General Meeting

Completion date of the Acquisition

Record date for the Share Consolidation
Admission of the Consideration Shares

Expected date for CREST accounts to be credited (in respect of
New Ordinary Shares)

Expected date for posting of the share certificates for the New
Ordinary Shares (where applicable)

2 October 2006

11.00 am on 23 October 2006
11.00 am on 25 October 2006
25 October 2006

5.00 pm on 25 October 2006
26 October 2006

26 October 2006

by 3 November 2006
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PART 1
LETTER FROM THE CHAIRMAN OF CASTOR INVESTMENTS PLC

CASTOR INVESTMENTS PLC

(incorporated in England & Wales under the Companies Act 1985 with registered number 5347651)

Registered Office:
190 Strand
London

WC2 1JN

Directors:
David Barton
Alan Dennis Pereira

2 October 2006

Dear Shareholder,

Introduction

I am pleased to report that the Board announced today that the Company has conditionally agreed
to acquire the entire issued, and to be issued, share capital of MSH for £8.35 million to be satisfied
by the issue of 16,700,000 New Ordinary Shares at the Issue Price. Trading on AIM of the
Company’s Existing Ordinary Shares was suspended on 3 April 2006. At that time, the closing mid
market price of an Existing Ordinary Share was 4.875p valuing Castor at £1.33 million. Following the
Share Consolidation, the equivalent mid market price would be 48.75p.

The MSH Group’s business consists of the provision to clients in both the private client and
institutional stockbroking markets of corporate finance, private client investment management services
(both advisory and discretionary) and institutional sales trading.

Detailed information on the MSH Group is set out in Parts II and IV of this document and as
regards certain specific disclosures in Part VI.

The Consideration Shares will represent 86 per cent. of the Enlarged Share Capital. In view of the
size of MSH relative to the Company, the Acquisition will constitute a reverse takeover of Castor
Investments under the AIM Rules and therefore requires the prior approval of Shareholders at an
EGM, a notice of which is set out at the end of this document. In conjunction with the Acquisition,
Castor Investments proposes to change its name to Merchant Securities plc and to make certain
changes to its capital, all of which are summarised in this Part I and for which enabling resolutions
are set out in the notice of EGM set out at the end of this document.

In addition, because the Concert Party will own 9,147,616 New Ordinary Shares representing more
than 30 per cent. of the Enlarged Share Capital, the Company is seeking the Waiver of Rule 9 of the
City Code, which would otherwise require the Concert Party to offer to acquire those Ordinary
Shares that they do not own. A proposal seeking Shareholder approval for the Waiver is included in
the notice of the EGM set out at the end of this document.

The Acquisition is conditional, inter alia, upon the passing of certain of the Resolutions by the
Shareholders at the EGM.

The purpose of this document is to explain the background to and reasons for the Proposals and
why the Directors believe that the Proposals are in the best interests of Castor Investments and its
Shareholders as a whole. In addition, Alan Pereira (the only independent Director) recommends that
you vote in favour of all of the Resolutions to be proposed at the EGM, notice of which is set out
at the end of this document.



Business and strategy

The Existing Ordinary Shares of Castor Investments were admitted to trading on AIM on 2 March
2005. At that time the Company had cash of approximately £1.0 million and no other significant
assets or liabilities. On its admission to AIM, Castor’s strategy was the acquisition of one or more
related businesses in the healthcare/life sciences or support services sectors with the prospect of
substantial and sustained growth. Your board has been unable to identify suitable acquisitions within
those sectors; however, it believes that the MSH Group is a business which has the potential for
substantial and sustained growth. Further information regarding the MSH Group is set out in Parts
II, IV and VI of this document. Since its admission to AIM, the Company’s only activity has been a
pre-IPO equity investment of £750,000 into Phynova Group plc, which is now an AIM listed
company. Based on the closing mid market price at 29 September 2006 of 90p per share, the
Company’s shareholding in Phynova Group plc is valued at £1.125 million.

Current trading statement

In addition to the shareholding in Phynova Group Plc, the Company had, as at 29 September 2006,
a net cash balance of approximately £213,000.

Directors and Proposed Directors
The Board of the Company currently comprises two directors as follows:

David Barton, aged 61, Non-Executive Chairman

David is a qualified Chartered Accountant (FCA). After qualifying in 1969 with Coopers & Lybrand,
he decided to leave the profession to pursue a commercial career. He has been actively involved in
numerous business sectors, which have included banking and finance, property and construction and
media. His current activities include being a non-executive director of All New Video plc and Ruffler
Bank Plc.

Alan Pereira, aged 57, Finance Director

Alan is a qualified Chartered Accountant (FCA). He has worked at several multi-national companies,
including Dupont UK Holdings Limited and Canon (UK) Limited. He was finance director of the
Internet Technology Group plc, Keystone plc, e-capital investments plc and ukbetting plc, where he
assisted with the admission of these and other companies to trading on AIM.

Upon completion of the Acquisition and Admission, both David Barton and Alan Pereira will resign
from their positions on the Board. Alan Pereira will also resign as company secretary and Rose-Marie
Sexton, the current secretary of the MSH Group, will be appointed Company Secretary.

Details of Proposed Directors

In addition, upon completion of the Acquisition, the following Proposed Directors will join the
Enlarged Group Board:

John Green, aged 61, Non-executive Chairman

John is a graduate of Oriel College, Oxford and a chartered accountant. After qualifying as a
chartered accountant with Price Waterhouse in 1969 he joined Kleinwort Benson Investment
Management as a trainee analyst. After a year he left to become an analyst in a medium sized firm
of brokers, McAnally Montgomery & Co, eventually to become head of investment research. In 1979
he joined James Capel (later HSBC Investment Bank) as a salesman in the institutional department.
He was later made head of sales, a partner of the firm and appointed to the executive board. His
subsequent appointments included head of UK syndication, head of corporate broking, head of equity
capital markets and managing director of HSBC James Capel UK. He retired from the Group as
chief executive of James Capel Investment Management in 1998.

He has subsequently held a number of non-executive positions. These include the chairmanship of
AIM quoted Inventive Leisure plc from its flotation in 2000 until its MBO in 2006. He has recently
been appointed a non-executive director of MSL. He is also chairman of AIM quoted Internet
Business Group plc and is chairman of Principal Investment Management Holdings Limited and
Huntress Holdings Limited.

Anthony (Tony) Fabrizi, aged 45, Proposed Chief Executive

Tony is the CEO and head of Corporate Finance of MSL. Tony qualified as a chartered accountant
with KPMG in 1986 and joined James Capel (later HSBC Investment Bank) in 1987. He worked in
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corporate finance and spent eight years undertaking UK transactions, becoming a director in 1993.
During his last three years at HSBC he was responsible for the other financial and fund management
activities within corporate broking. He joined RP&C, a US Investment Bank, in 1998 to help develop
its UK business. In 2002 he established Ghaliston Limited as a corporate finance advisory business.
In May 2006, Ghaliston Limited acquired MSL and changed its name to Merchant Securities
Holdings Limited. Tony is the sole director of MSH.

Patrick Claridge, aged 42, Proposed Executive Director

Patrick is head of Institutional Equities at MSL. Patrick began his career in the City at Scott Goff
Hancock & Company and then worked as an equity dealer at a number of city institutions, including
UBS, before joining and establishing the London office of TIR Securities (UK) Limited in 1990 where
he was promoted to the position of Co-Head of the Companies Global Insitutional Business. At its
peak, TIR generated in excess of US$120 million of revenues. E¥*TRADE Securities acquired TIR
Securities (UK) Limited in 1999 and Patrick was appointed CEO of the London operations of
E*TRADE Securites (UK) Limited in 2001.

Steven Whelton, aged 45, Proposed Finance Director

Steve is the Finance Director of MSL. Steve qualified as a Chartered Accountant with Casson
Beckman in 1990. After spending seven years in the travel industry, he joined Matrix-Securities
Limited as Group Financial Controller, departing in 2001 to join Invicta Capital Limited (a company
specialising in tax-based film finance products) as Finance Director. He joined MSL in December
2003 and was appointed Finance Director in October 2004.

Charles Price, aged 60, Proposed Non-Executive Director

Charles is a qualified banker of nearly 40 years’ experience, both in the UK and internationally. He
commenced his career at National Westminster Bank and subsequently joined the Investment Bank,
N.M. Rothschild & Sons. Over a period of 25 years he worked in various capacities in the UK and
Far East. He subsequently joined Singer & Friedlander as head of Banking and during the eight years
under his control grew the operation to become the largest segment of the group. On 1 July 2006,
Charles was appointed as a non-executive director of MSL.

Particulars of all service contracts between the Company and the Directors and the Company and the
Proposed Directors are set out in paragraph 5.3 of Part VI of this document.

Apart from the Directors, the Company does not have any employees.

Corporate Governance

The Directors and Proposed Directors intend to comply with the Combined Code in such respects as
are appropriate for a company of Castor Investments’ size, nature and stage of development. The
Enlarged Group Board will, from Admission, include non-executive directors with relevant sector
experience to complement the Executive Directors and to provide an independent view to the Board.

The Enlarged Group Board will establish an audit committee and a remuneration committee with
formally delegated duties and responsibilities.

The audit committee will be chaired by John Green and Charles Price will be the other member. It
will meet at least twice each year and will be responsible for monitoring the quality of internal
control, ensuring that the financial performance of the Company is properly measured and reported
on, meeting with the auditors and reviewing reports from the auditors relating to accounting and
internal controls.

The remuneration committee will be chaired by Charles Price and John Green will be the other
member. It will review the performance of Executive Directors and set the scale and structure of their
remuneration and review the basis of their service agreements with due regard to the interests of the
shareholders. Other Board members may be invited to attend meetings. The remuneration committee
will also make recommendations to the directors concerning the allocation of Share Options to
Directors and employees. No director is permitted to participate in discussions or decisions
concerning his own remuneration. The remuneration and terms of appointment of non-executive
directors will be set by the Enlarged Group Board.

The Company operates a share dealing code for Directors and key employees which is appropriate
for an AIM company and in accordance with Rule 21 of the AIM Rules.

The Enlarged Group Board has not yet formally considered the guidance issued by the Institute of
Chartered Accountants in England and Wales (commonly known as the Turnbull Report) concerning
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the internal requirements of the Combined Code. The Board intends to regularly review key business
and financial risks facing the Enlarged Group in the operation of its business on an informal basis
through the monthly Board meetings.

The Enlarged Group Board considers that John Green and Charles Price are independent directors
(“Independent Directors”), notwithstanding any Options and any shareholding they hold in the
Company and any cross directorships they may have previously held with each other or any other
Directors or Proposed Directors.

Suspension of trading of the Existing Ordinary Shares on AIM

In accordance with AIM Rules on investing companies with cash or assets below £3.0 million in
aggregate, the Existing Ordinary Shares were suspended from trading on AIM at 7.00 a.m. on 3 April
2006. At that time, the closing mid market price of an Existing Ordinary Share was 4.875p valuing
the Company’s entire issued share capital at £1.33 million.

City Code on Takeovers and Mergers

The terms of the Proposals give rise to certain considerations under the City Code. Brief details of
the Panel, the City Code and the protection they afford are given below.

The City Code is issued and administered by the Panel. The City Code is designed principally to
ensure fair and equal treatment of all shareholders in relation to takeovers.

Under Rule 9 of the City Code, where any person acquires, whether by a series of transactions over
a period of time or not, an interest (as defined in the City Code) in shares which (taken together with
shares in which persons acting in concert with them are interested) carry 30 per cent. or more of the
voting rights of a company which is subject to the City Code, that person is normally required by the
Panel to make a general offer in cash to the holders of any class of equity share capital or other
class of transferable securities carrying voting rights in that company to acquire the balance of their
interests in the company at the highest price paid by that person or any person acting in concert with
it in the previous 12 months.

Similarly Rule 9 of the City Code further provides that, inter alia, where any person, together with
persons acting in concert with him, is interested in shares which in the aggregate carry not less than
30 per cent. of the voting rights of a company but does not hold shares carrying more than 50 per
cent. of such voting rights and such person, or any such person acting in concert with him, acquires
an interest in any other shares which increases the percentage of shares carrying voting rights in
which he is interested, such person is normally required by the Panel to make a general offer in cash
to holders of any class of equity share capital or other class of transferable securities carrying voting
rights of that company to acquire the balance of their interests in the company at the highest price
paid by that person or any person acting in concert with it in the previous 12 months.

Under the City Code, a concert party arises when persons who, pursuant to an agreement or
understanding (whether formal or informal), co-operate to obtain or consolidate control of that
company. Under the City Code, control means an interest or interests in shares carrying in aggregate
30 per cent. or more of the voting rights of a company, irrespective of whether such interest or
interests give de facto control.

The Panel has deemed the following vendors of MSH, as a result of their business and personal
relationships, to be a concert party: Anthony Fabrizi, Patrick Claridge, Steve Whelton, Charles Price, John
Green, Adrian Messina, Graeme Smith, Chris Coleman, Christopher Taylor, David Barton, Colura
Holdings Limited, Ruffler Bank Plc and Goldings Estates Limited (“the Concert Party”). Those persons
listed are all either directly or indirectly interested in shares in MSH.

Upon Admission, the Concert Party will between them be interested in 9,147,616 New Ordinary
Shares representing approximately 47.10 per cent. of the Company’s Enlarged Share Capital attracting
Voting Rights.

Pursuant to the Share Option Schemes or stand alone options, certain members of the Concert Party
will, following Admission, have been granted Options over an aggregate of 2,474,090 New Ordinary
Shares. If all such Options granted to those members of the Concert Party were exercised in full and
no other Options were exercised and no other New Ordinary Shares were issued whatsoever, the
Concert Party could hold up to approximately 53.06 per cent. of the then enlarged issued ordinary
share capital and Voting Rights of the Company.
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The relevant holdings of the members of the Concert Party, now and at Admission and as they
would be if the maximum amount of Consideration Shares were issued and all Options held by them
were exercised, are set out in paragraph 5.2 of Part VI of this document, together with details of the
members of the Concert Party.

The Panel has agreed, subject to the passing of Resolution 2 in the notice of EGM by independent
Shareholders on a poll, to waive the obligation on the Concert Party or any member thereof to make
a general offer in cash for shares in the Company which might otherwise arise under Rule 9 as a
result of the Acquisition or the exercise of any Options held by them.

Immediately following Admission, the Concert Party will be interested in shares carrying 30 per cent. or
more of the Company’s voting share capital but will not be interested in shares carrying more than 50
per cent. of such voting rights and, so long as they continue to be treated as acting in concert, any
further increases in their aggregate interests in shares will be subject to the provisions of Rule 9.
Shareholders should note however that subject to the passing of Resolution 2, the Concert Party will also
be able to increase their aggregate shareholding to 53.06 per cent. of the Enlarged Group without any
Rule 9 consequences as a result of the issue to them of further New Ordinary Shares pursuant to the
terms of the exercise of the 2,474,090 Options granted to them pursuant to the Share Option Schemes
or stand alone options.

Should the members of the Concert Party exercise their Share Options in full (which apart from those
granted to David Barton can only occur after 30 June 2008) and no other share issues take place, the
members of the Concert Part could, between them, hold more than 50 per cent. of the Company’s voting
share capital and (for so long as they continue to be treated as acting in concert) may accordingly
increase their aggregate interests in shares without incurring any obligations under Rule 9 to make a
general offer, although individual members of the Concert Party will not be able to increase their
percentage interests in shares through or between a Rule 9 threshold without Panel consent.

Principal Terms of the Acquisition

On 2 October 2006 the Company agreed to purchase the entire issued share capital of MSH for a
total consideration of £8.35 million to be satisifed by the issue and allotment of 16,700,000 New
Ordinary Shares, conditional upon the passing of the Resolutions and Admission. Tony Fabrizi, who
holds 29.7 per cent. of the shares in MSH, has as the main shareholder given certain warranties to
the Company including tax warranties relating to the businesses of MSH and MSL.

Further information on the Acquisition Agreement is set out in paragraphs 7.2 and 7.3 of Part VI of
this document.

Change of Name

The name of the Company will be changed to Merchant Securities plc, conditional upon the passing
of Resolution 7 by the Shareholders and completion of the Acquisition.

Consolidation of Share Capital

Subject to the passing of Resolution 4 by the Shareholders the Company’s authorised share capital of
300,000,000 Existing Ordinary Shares will be consolidated into 30,000,000 New Ordinary Shares.

The Share Consolidation will take place immediately after the close of the Extraordinary General
Meeting and the Existing Ordinary Shares will be consolidated so that Shareholders will receive one
New Ordinary Share for every 10 Existing Ordinary Shares they own at 5.00 p.m. on 25 October
2006. A fractional entitlement will arise as a result of the Share Consolidation unless a holding of
Existing Ordinary Shares is exactly divisible by 10. For example, a Shareholder having 107 Existing
Ordinary Shares before the Share Consolidation would, after the Share Consolidation have 10 shares
and a fractional entitlement to 0.7 of a New Ordinary Share.

Any fractional entitlements arising will be consolidated and sold for the benefit of the Company.

The Share Consolidation will not affect the rights currently enjoyed by Shareholders and Shareholders
will own the same proportion of the issued share capital of the Company as they did immediately
prior to the Share Consolidation, subject to fractional entitlements.

Following the Share Consolidation, all existing share certificates in respect of the Existing Ordinary
Shares shall cease to be valid and should be returned to the Company. New share certificates in
respect of the New Ordinary Shares arising pursuant to the Share Consolidation will be despatched to
Shareholders on or around 3 November 2006.
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Increasing the Share Capital

Subject to the passing of Resolution 3 by the Shareholders, the authorised share capital will increase
from £2,000,000 to £3,000,000.

Share Option Schemes
The Share Option Schemes will be adopted following the EGM subject to Shareholders’ approval.

The main provisions of the Share Option Schemes are set out in paragraph 6 of Part VI of this
document.

Lock-in Agreements

The Proposed Directors (who, immediately following Admission will, in aggregate, hold 6,394,786
New Ordinary Shares, representing approximately 32.93 per cent. of the Enlarged Share Capital) have
each given undertakings to Arden that they will not dispose of any New Ordinary Shares that they
hold on Admission (subject to certain exceptions) for a period of 12 months from Admission (“the
Lock-in Period”), and thereafter for a further period of 6 months, that they will not dispose of any
interest in such shares other than through Arden.

In addition, certain other members of the MSH Group senior management team (who, immediately
following Admission will, in aggregate, hold 478,928 New Ordinary Shares, representing
approximately 2.47 per cent. of the Enlarged Share Capital) have given undertakings to Arden that
they will not dispose of any New Ordinary Shares that they hold on Admission (subject to certain
exceptions) during the Lock-in Period, and thereafter for a further period of 6 months, they will not
dispose of any interest in such shares other than through Arden.

Dividend Policy

In the short term it is the Directors’ intention to re-invest funds directly into the Company rather
than to fund the payment of dividends. Thereafter, the payment of dividends will be subject to the
availability of distributable reserves whilst maintaining an appropriate level of dividend cover and
having regard to the need to retain sufficient funds to finance the development of the Company’s
activities.

Extraordinary General Meeting

A notice is set out at the end of this document convening the EGM to be held at 11.00 a.m. on
25 October 2006 at the offices of Lawrence Graham, 190 Strand, London WC2R 1JN. At the EGM,
the following Resolutions will be proposed:

Ordinary Resolutions
1 To approve the Acquisition.

2 To approve the Waiver.

3 To increase the share capital by £1,000,000 by the creation of 100,000,000 Existing Ordinary
Shares.

4 To consolidate the unissued and issued Existing Ordinary Shares by consolidating every 10
Existing Ordinary Shares into 1 New Ordinary Share.

5 To authorise the Directors for the purposes of section 80 of the Act, to exercise all powers of
the Company to allot the New Ordinary Shares.

6 To approve and adopt the Share Option Schemes.

Special Resolutions
7 To approve the change of name of the Company to Merchant Securities plc.

8 To disapply the statutory pre-emption provisions in respect of the issue of equity securities for
cash pursuant to the issue of the New Ordinary Shares, the grant of Options under the Share
Option Schemes and to issue New Ordinary Shares representing up to a further 10 per cent. of
the Enlarged Share Capital.

Resolutions 1 and 2 are interconditional and therefore if either is not approved by the Shareholders,
the Acquisition will not be completed.

Resolutions 3 to 8 are conditional on the approval by Shareholders of Resolutions 1 and 2.
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Approval of the Acquisition and Waiver

As the Acquisition constitutes a reverse takeover, the approval of Shareholders, as set out in
Resolution 1, is required under the AIM Rules.

In accordance with the requirements of the Panel for granting a waiver of the requirement for the
Concert Party to make a general offer under Rule 9 of the City Code, Resolution 2 will be taken on
a poll.

David Barton and Ruffler Bank Plc, as members of the Concert Party, are not, in respect of their
shareholding of the Company, entitled to partake in the poll on Resolution 2.

Disapplication of pre-emption rights

The provisions of Section 89(1) of the Act, to the extent that they are not disapplied, confer on
shareholders rights of pre-emption in respect of the allotment of equity securities which are, or are to
be, paid up wholly in cash. Pursuant to Resolution 8, the current general disapplication will be
replaced and the provisions of Section 89(1) of the Act will be disapplied in respect of the Share
Option Schemes and will be generally disapplied in connection with a rights or other pre-emptive
issue and any other issue of equity securities for cash which, when taken together with any other
equity securities allotted for cash during the period of the disapplication, do not in aggregate exceed
a nominal value of £194,200 (representing approximately 10 per cent. of the Enlarged Share Capital).
The authority and disapplication will expire on 25 October 2011.

Action to be taken

A Form of Proxy is enclosed for use at the Extraordinary General Meeting. Whether or not you
intend to be present at the meeting you are requested to complete, sign and return the Form of
Proxy to Castor Investments’ registrars, Capita Registrars, The Registry, 34 Beckenham Road,
Beckenham, Kent BR3 4TU no later than 11.00 am on 23 October 2006. The completion and return
of a Form of Proxy will not preclude you from attending the meeting and voting in person should
you wish to do so.

Further information

Your attention is drawn to the remainder of this document, which provides additional information on
the matters discussed above.

Recommendation of the Directors

David Barton through his interests in MSH is a member of the Concert Party and is conflicted from
making a recommendation and voting in relation to the Waiver. However, he does intend to vote in
favour of the other Resolutions, in respect of which he is interested in 1,450,000 Existing Ordinary
Shares, representing approximately 5.3 per cent. of the Existing Ordinary Shares.

The Independent Director, who has been so advised by Arden, considers that the terms of the Proposals
are fair and reasonable and in the best interests of the Company and Shareholders as a whole. In
providing advice to the Independent Director, Arden has taken into account his commercial assessments.

Arden has no direct or indirect interest in either Castor or MSH. As David Barton is a member of the
Concert Party, Alan Pereira (the Independent Director), being the sole director entitled to, recommends
Shareholders to vote in favour of the Resolutions.

Yours faithfully

David Barton
( Non-executive Chairman)
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PART 1I
INFORMATION ON THE MSH GROUP

Introduction

MSL, MSH’s wholly owned subsidiary, is an FSA registered private client and institutional
stockbroking company which commenced trading in 1987. Its business consists of corporate finance,
private client investment management services (both advisory and discretionary) and institutional sales
trading. In addition, the MSH Group has built a niche in raising private equity and pre-IPO finance
for small to medium sized businesses located mainly in the UK.

History and development of the Company

MSL was founded in 1987 by Nicholas Edmonstone and Duncan Troy. In its early years, it focused
on providing UK high net worth clients with advisory dealing and execution only services in UK and
US traded equities and options. This service was extended during the late 1990’s to cover advisory
and discretionary investment management and was later widened to include traded equities, collective
investments and capital protected structures. In the last three years it has become increasingly active
in raising capital for private equity and IPO transactions and raised £50 million in 19 transactions
during this time period.

In May 2006, MSL was acquired by MSH (formerly named Ghaliston Limited). MSH raised the cash
consideration through a private placement to fund the acquisition. Further information can be found
at paragraph 7 of Part VL.

The business of MSH was founded by Tony Fabrizi in May 2002 when he acquired Quantics
Limited, an FSA regulated funds advisory business and changed its name to Ghaliston Limited. In
June 2002 Ghaliston Limited obtained corporate finance status and in December 2002 its regulatory
status was extended to include discretionary fund management. In its four years of operation
Ghaliston Limited has concluded 16 transactions of which 9 were AIM IPOs and the remainder were
private company transactions.

Following the acquisition of MSL, the business of MSH has been consolidated into MSL.

Products and services
The business is organised into four operating divisions:

Corporate Finance

The MSH Group’s corporate finance operation was introduced following the acquisition of MSL by
MSH and specialises in advising clients in pre-IPO and private equity transactions. The corporate
finance activity focuses on advising small and medium sized companies across a broad range of
industry sectors, predominantly in the UK. Although the MSH Group is not currently a qualified
nominated adviser on the AIM Market, the Directors are reviewing various routes to obtaining this
status.

Private Client Investment Management

The private client investment management division provides advisory dealing, advisory management,
discretionary management and execution only services for clients including high net worth private
individuals, their businesses, pension funds and trusts. Products offered include traded equities (mainly
on the UK, US and European markets), derivatives, collective investments (such as equity, hedge,
property and commodity funds) and capital protected structures.

As at 31 August 2006 MSL had over 800 private clients, the majority of whose portfolios are
managed on an advisory basis, with aggregate funds under advice of approximately £100 million.

Institutional Equities

The institutional equities business was established in May 2006. The objective is to offer institutional
clients a specialist sales trading service in UK small and mid cap securities. The team’s execution
approach is free from proprietary trading conflicts with a proven record of matching institutional
order flow in the small and mid cap markets. In order to minimise overheads, the new institutional
trading division has outsourced all settlement, which allows for the execution of large block
transactions utilising the balance sheet of a major third party bank.
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Private Equity

The private equity division works closely with the corporate finance team in identifying and
structuring deals. The main area of focus is UK small companies and the funding gap in the £Im-
£5m market segment. This sector is generally unattractive for larger private equity houses and
therefore remains relatively uncompetitive. Since March 2004, the private equity division has raised
approximately £50 million.

FSA Licences
MSL is regulated by the FSA and has permission to carry out the activities described above.

Strategy

The Proposed Directors intend to continue to develop the MSH Group’s business by building upon
its existing expertise. The institutional division has been successfully established and is targeting new
clients. A corporate finance division has been introduced into the MSH Group’s business following
the acquisition of MSL and the Proposed Directors are intending to qualify as a nominated adviser
on the AIM Market. The private client business is also being developed to attract new clients and to
increase revenues through the promotion of MSL’s capabilities.

The Directors also believe there are a number of trends in the markets in which the MSH Group
operates which should provide a positive background for its development, namely:

® the continuing trend of consolidation amongst smaller stockbroking businesses;

® the increasing number of companies listed on AIM and the continuing popularity of the AIM
market as a preferred market for UK and overseas companies seeking a public listing. Since
2003 the number of companies listed on AIM has increased from 552 to 1560; and

® an increasing focus by a number of MSL’s competitors on larger transactions, which should
leave it well placed to exploit the growing number of opportunities in the market for advising
on and completing fundraisings of less than £10 million.

Finally, the Directors and the Proposed Directors believe that MSL’s highly experienced management
team, with a significant share ownership position in the business, is capable of building and
developing a successful business in its chosen markets.

Directors, senior management and employees

MSL has an experienced management team with a track record of senior roles in stock broking and
investment banking businesses. The current non-executive directors provide the Company with a range
of sector and general business experience.

Directors
The full Board, together with brief biographical details, is set in Part I of this document.

Employees

In addition to the Proposed Directors, MSL currently employs 19 staff of whom 12 are employed in
a front office capacity and 7 are employed in settlement and administration.

Reasons for Admission

MSH sees the Acquisition as an opportunity to enhance the MSH Group’s visibility and reputation
and to provide access to London’s equity capital markets. In addition, the Proposed Directors believe
that the profile and status of the MSH Group will be enhanced by Admission which will enable the
Enlarged Group to attract new clients both in the private client and institutional stockbroking
markets.

The Proposed Directors also believe that Admission will enhance opportunities to reward employees
for their efforts in developing and growing the business whilst aligning their interests with those of
Shareholders through equity based incentive schemes.

Financial information

Detailed financial information for Merchant Securities Holdings Limited, Merchant Securities Limited
and Castor Investment plc is set in sections A, B, and C respectively of Part IV of this document.
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Current trading and prospects

For the year ended 31 March 2006, MSL reported turnover of £4.1 million which resulted in a profit
after tax of £580,000. In the current financial year to date, MSL has carried out six corporate finance
and private equity transactions raising a total of approximately £12.0 million and trading in the first
half of the current financial year for MSL as a whole was marginally ahead of management’s
expectations. Accordingly, the Directors and Proposed Directors are confident about the MSH
Group’s prospects for the current financial year and beyond.
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PART III
RISK FACTORS

If you are in any doubt about the action you should take, you should consult a person authorised under
FSMA who specialises in advising on the acquisition of shares and other securities in the United
Kingdom. In addition to the usual risks associated with an investment in a business at an early stage of
its development, the Directors consider that the following risk factors are significant to a potential
investor and should be carefully considered together with all other information contained in this
document, prior to investing in Ordinary Shares. The risks listed do not necessarily comprise all those
associated with an investment in the Company and are not intended to be presented in any assumed
order of priority.

General

®  Whilst the Company is applying for the admission of the Enlarged Share Capital to trading on
AIM, there can be no assurance that an active trading market for the New Ordinary Shares will
develop, or if developed, that it will be maintained. AIM is a market for emerging or smaller
growing companies and may not provide the liquidity normally associated with the Official List
or other exchanges.

®  The future success of AIM and liquidity in the market for the New Ordinary Shares cannot be
guaranteed. In particular, the market for the New Ordinary Shares may be, or may become,
relatively illiquid (particularly given the lock-in arrangements described in this document) and
therefore the New Ordinary Shares may be or may become difficult to sell.

® An investment in the Company may not be suitable for all recipients of this document.
Accordingly investors are strongly advised to consult an independent financial adviser authorised
for the purpose of FSMA who specialises in the acquisition of shares and other securities in the
UK before making any decision to invest.

Share Price Volatility and Liquidity

® The market price of the New Ordinary Shares could be subject to significant fluctuations due to
a change in investor sentiment regarding the New Ordinary Shares or other securities related to
the industry or in response to various facts and events, including variations in the Enlarged
Group’s interim or full year operating results and business developments of the Enlarged Group
and/or competitors.

® The market price of the New Ordinary Shares may not reflect the underlying value of the
Enlarged Group.

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

Loss of Key Personnel

® Loss of key management could have adverse consequences for the Enlarged Group. While the
Enlarged Group has entered into service agreements with each of its Executive Directors, the
retention of their services cannot be guaranteed.

Reputation

® The ability of the MSH Group to attract new business and to retain its existing clients depends
upon the maintenance of its reputation in the market.

® The industry in which the MSH Group operates demands a high level of integrity. Client trust
is paramount and it is thus susceptible to adverse market perception. Any fraud,
mismanagement or failure to satisfy the Company’s responsibilities to its clients, any negative
publicity resulting from such activities or the accusation of such actions associated with the
MSH Group, could have a material adverse effect on its financial condition, results or
operations.
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Furthermore, after the recent downturns in equity markets and the resulting heightened media
and consumer interest in the financial services industry, any negative publicity associated with
the MSH Group could damage its reputation and could have a material adverse effect on the
financial condition, results or its operations.

Regulatory regime

The regulatory regime applicable to companies such as the MSH Group is under regular review
and future changes made by a regulatory body could impose a greater burden on it with
consequential additional costs.

As the MSH Group is a regulated business, it relies on continuing to be authorised by the FSA
in order to be able to undertake certain roles and operations.

Employee misconduct

The MSH Group is exposed to the risk of employee misconduct. This could include binding the
MSH Group or its clients to transactions that present unacceptable risks or that exceed
authorised limits or hiding unsuccessful or unauthorised activities from the MSH Group.
Employees could misuse confidential information, resulting in regulatory sanctions that could
seriously damage the MSH Group’s reputation. The measures that it takes to prevent and detect
employee misconduct may not be effective in all cases. The MSH Group does maintain
professional indemnity insurance, but there can be no guarantee that cover thereunder would be
sufficient to cover any loss suffered by it.

Stock market conditions

The MSH Group’s business is highly dependent on stock market condition. Adverse market
conditions may have a significant negative effect on revenues and profitability.

Third party service providers

Aspects of MSH Group’s business rely upon certain third party service providers. A
deterioration or interruption in the performance of these service providers could impair the
quality and timing of the MSH Group’s services. Furthermore, if contracts with any of these
service providers are terminated, MSH Group may not find alternative suppliers on equivalent
terms or on a timely basis.

Although the Directors and Proposed Directors will seek to minimise the impact of the risk factors,
investment in the Company should only be made by investors able to sustain a total loss of the
investment.

19



PART IV
SECTION A

ACCOUNTANTS’ REPORT ON
MERCHANT SECURITIES HOLDINGS LIMITED

The following is the text of a report received from CLB Littlejohn Frazer, reporting accountants:

CLB LITTLEJOHN FRAZER

Chartered Accountants

The Directors

Castor Investments Plc
190 Strand

London WC2R 1JN

The Directors

Arden Partners plc
Arden House

17 Highfield Road
Edgbaston
Birmingham B15 3DU

2 October 2006

Dear Sirs

MERCHANT SECURITIES HOLDINGS LIMITED

Introduction

We report on the financial information set out below relating to Merchant Securities Holdings
Limited (“MSH”). This information has been prepared for inclusion in the AIM admission document
dated 2 October 2006 (the “Admission Document™) relating to the proposed admission to AIM of
Castor Investments plc (the “Company’”) and is given for the purpose of complying with Schedule
Two of the AIM Rules and for no other purpose. Save for any responsibility arising under the AIM
Rules to any person as and to the extent there provided, and save for any responsibility that we have
expressly agreed in writing to assume, to the fullest extent permitted by law we do not assume any
responsibility and will not accept any liability to any other person for any loss suffered by any such
other person as a result of, arising out of, or in connection with this report or our statement,
required by and given solely for the purposes of complying with Paragraph ‘a’ of Schedule Two of
the AIM Rules, consenting to its inclusion in the Admission Document.

Responsibility

The Directors and Proposed Directors of the Company are responsible for preparing the financial
information on the basis of preparation set out in note 1 to the financial information and in
accordance with the financial reporting framework, as applicable for the relevant period.

It is our responsibility to form an opinion on the financial information as to whether the financial
information gives a true and fair view, for the purposes of the Admission Document, and to report
our opinion to you.

Basis of opinion

We conducted our work in accordance with the Standards for Investment Reporting issued by the
Auditing Practices Board in the United Kingdom. Our work included an assessment of evidence
relevant to the amounts and disclosures in the financial information. It also included an assessment of
significant estimates and judgements made by those responsible for the preparation of the financial
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information and whether the accounting policies are appropriate to Merchant Securities Holdings
Limited, consistently applied and adequately disclosed.

We planned and performed our work so as to obtain all the information and explanations which we
considered necessary to provide us with sufficient evidence to give reasonable assurance that the
financial information is free from material misstatement whether caused by fraud or other irregularity
Or error.

Opinion

In our opinion, the financial information gives, for the purposes of the Admission Document dated
2 October 2006, a true and fair view of the state of affairs of MSH as at 31 December 2005, 2004
and 2003 and of its results, cash flows and recognised gains and losses for the years then ended in
accordance with the basis of preparation set out in note 1.

Declaration

For the purposes of Paragraph ‘a’ of Schedule Two of the AIM Rules we are responsible for this
report as part of the Admission Document and declare we have taken all reasonable care to ensure
that the information contained in this report is, to the best of our knowledge, in accordance with the
facts and contains no omission likely to affect its import. This declaration is included in the
Admission Document in compliance with Schedule Two of the AIM Rules.

Yours faithfully

CLB Littlejohn Frazer
Reporting accountants
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Profit and loss account

Year to Year to Year to

31 December 31 December 31 December

2005 2004 2003

Notes £ £ £

Turnover 262,350 196,900 303,994

Cost of sales (10,500) (92,500) (30,000)

Gross profit 251,850 104,400 273,994

Administrative expenses (207,640) (93,629) (55,948)

Other operating income 22,035 8,335 664

Operating profit 3 66,245 19,106 218,710

Income from fixed asset investments — 8,585 —

Interest receivable and similar income 4 3,030 1,644 1,029

Amounts written off investments — — (2,800)

3,030 10,229 (1,771)

Profit on ordinary activities before taxation 69,275 29,335 216,939

Tax on ordinary activities 5 (13,847) (2,859) (41,901)

Profit for the financial year after taxation 55,428 26,476 175,038

Dividends — (50,500) —
Retained profit/(loss) for the year for the

company 55,428 (24,024) 175,038

Continuing Operations

None of the company’s operations were acquired or discontinued in the years presented in this report.

Total recognised gains and losses

The company has no recognised gains or losses other than profits or losses for the current and
previous years.
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Balance sheet

Fixed assets
Tangible assets
Investments

Current assets
Debtors
Cash at bank and in hand

Creditors: amounts falling due within one year
Net current assets
Total assets less current liabilities

Creditors: amounts falling due after more than
one year

Net assets

Capital and reserves
Called up share capital
Profit and loss account

Shareholders’ funds

Notes
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13
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Year to Year to Year to
31 December 31 December 31 December
2005 2004 2003

£ £ £

3,116 — —
184,500 87,200 237,865
187,616 87,200 237,865
64,802 123,429 1,742
82,058 172,579 116,755
146,860 296,008 118,497
(43,718) (147,878) (92,008)
103,142 148,130 26,489
290,758 235,330 264,354
— — (25,000)
290,758 235,330 239,354
90,001 90,001 70,001
200,757 145,329 169,353
290,758 235,330 239,354




Cash flow statement

Year to Year to Year to
31 December 31 December 31 December
2005 2004 2003
Notes £ £ £
Net cash inflow/(outflow) from operating
activities 17 51,408 (41,163) 288,575
Return on investments and servicing of finance
Interest received 3,030 1,644 1,029
Dividends received — 8,585 —
Net cash inflow from returns on investment and
servicing of finance 3,030 10,229 1,029
Taxation (2,822) (42,615) 714
Capital expenditure
Purchase of tangible fixed assets (4,673) — —
Purchase of fixed asset investments (204,500) (139,203) (220,665)
Sale of fixed asset investments 128,880 297,743 —

Net cash (outflow)/inflow from capital
expenditure (80,293) 158,540 (220,665)

Equity dividends paid (50,500)

Net cash (outflow)/inflow before financing (28,677) 34,491 69,653
Financing

Loan repayment (25,000) — —
Amount withdrawn by directors (36,844) — —
Amount introduced by directors — 1,333 2,853
Share issue — 20,000 —
Net cash (outflow)/inflow from financing (61,844) 21,333 2,853
(Decrease)/increase in cash in the period 18 (90,521) 55,824 72,506
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Notes to the financial information
1.  Accounting policies
Accounting convention

The financial information has been prepared under the historical cost convention and in accordance
with United Kingdom Generally Accepted Accounting Practice (UK GAAP). The following principal
accounting policies have been applied consistently in dealing with items which are considered material
in relation to the financial information.

The financial information in this Part IV does not constitute statutory accounts within the meaning of
section 240 of the Companies Act 1985.

Turnover

Turnover is the total amount receivable by the company for services provided, excluding VAT. The
company receives both cash and share-based fees in consideration or services provided.

In 2003 the company received an option to acquire ordinary shares in a company for which it
provided corporate finance advice services. No amount was included in the accounts in respect of the
option arrangement.

Tangible fixed assets

Depreciation is provided at the following annual rate to write off the cost of the asset over its
estimated useful life:

Computer equipment - 33% on cost

Deferred tax

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at
the balance sheet date.

Fixed asset investments

Fixed asset investments are included at cost less amounts written off. Profits and losses arising from
disposals of fixed asset investments are treated as part of the results from operating activities.

2. Staff costs

Year to Year to Year to

31 December 31 December 31 December

2005 2004 2003

£ £ £

Wages and salaries 147,060 48,487 11,000
Social security costs 18,093 5,548 767
165,153 54,035 11,767

The average monthly number of employees (including directors) during the year was as follows:

Year to Year to Year to

31 December 31 December 31 December

2005 2004 2003

£ £ £

Management and administration 2 2 2
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3.  Operating profit

The operating profit is stated after charging/(crediting):

Depreciation - owned assets
Profit on disposal of fixed assets
Auditors’ remuneration

Directors’ emoluments

4. Interest receivable

Bank interest
Other interest receivable

5.  Taxation
Analysis of tax (credit)/charge

The tax /charge on the profit on ordinary activities for the year was as follows:

a) Charge

Current tax:

UK corporation tax

UK corporation tax (prior year)

Tax on profit on ordinary activities

b)  Factors affecting the tax charge for the period
Profit on ordinary activities before tax

Profit on ordinary activities multiplied by the small
companies rate of UK corporation tax of 19%

Effects of:

Profit on disposal of investments

Expenses not deductible for tax purposes

Capital allowances for period less than depreciation
Income from fixed asset investments

Prior period charge

Total current tax charge
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Year to Year to Year to

31 December 31 December 31 December
2005 2004 2003

£ £ £

1,557 — —
(21,680) (7,875) —
4,134 5,434 5,950
102,256 42,403 5,500

Year to Year to Year to

31 December 31 December 31 December
2005 2004 2003

£ £ £

2,979 1,551 1,015

51 93 14

3,030 1,644 1,029

Year to Year to Year to

31 December 31 December 31 December
2005 2004 2003

£ £ £

13,847 2,859 42,615
— — (714)

13,847 2,859 41,901

Year to Year to Year to

31 December 31 December 31 December
2005 2004 2003

£ £ £

69,275 29,335 216,939
13,162 5,574 41,218

(319) — —

1,147 524 1,545

(143) (111) (148)

— (3,128) —

— — (714)

13,847 2,859 41,901




6.  Tangible fixed assets

Cost

Balance brought forward
Additions

Disposals
Reclassification/transfer

Carried forward

Depreciation
Balance brought forward
Charge

Carried forward

Net book value

7. Fixed asset investments

Total

Cost brought forward
Additions

Disposals

Carried forward

Provisions
Balance brought forward
Charge/(writeback)

Carried forward
Net book value
Market value of investments

Additions received in consideration for corporate finance
advice

Market value of shares subject to trade restrictions in
period following admission to AIM or other regulated
establishment

27

31 December
2005
£

4,673

31 December
2004
£

31 December
2003
£

4,673

1,557

1,557

3,116

31 December

31 December

31 December

2005 2004 2003
£ £ £

90,000 240,665 20,000
204,500 139,203 220,665
(110,000) (289,868) —
184,500 90,000 240,665
2,800 2,800 —
(2,800) — 2,800
— 2,800 2,800
184,500 87,200 237,865
384,195 116,375 363,675
24,500 — 103,665
384,195 — 241,730




8. Debtors

Trade debtors

Other debtors

Directors’ current accounts
Prepayments and accrued income

9.  Creditors: amounts falling due within one year

Trade creditors

Other loans

Corporation tax

Other taxes and social security
VAT

Directors’ current accounts
Accruals and deferred income

10. Creditors: amounts falling due after more than one year

Other loans

11. Loans

An analysis of the maturity of the loans is given below:

Amounts falling due within one year or on demand
Other loans

Amounts falling due between one and two years
Other loans

31 December

31 December

31 December

2005 2004 2003
£ £ £
9,400 118,558 453
21,277 3,921 —
33,322 .
803 950 1,289
64,802 123,429 1,742

31 December

31 December

31 December

2005 2004 2003
£ £ £
10,258 162 .
— 25,000 —
13,884 2,859 42,615
4,649 37,270
9,227 18,585 —
. 3,522 2,189
5,700 97,750 9,934
43,718 147,878 92,008

31 December
2005
£

31 December
2004
£

31 December
2003

£

25,000

31 December
2005
£

31 December
2004
£

25,000

31 December
2003
£

25,000

A subordinated loan was made for £25,000 was made to the company by F A B Fabrizi during 2002.

The loan was non-interest bearing and was repaid in 2005.
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12. Called up share capital

31 December

31 December

31 December

2005 2004 2003
£ £ £
Authorised number, class and nominal value:

A Ordinary shares of £1 each 100,000 100,000 50,000
B Ordinary shares of £1 each 100,000 100,000 50,000
C Ordinary shares of £1 each — — 5,000
D Ordinary shares of £1 each — — 5,000
E Ordinary shares of £1 each — — 5,000
200,000 200,000 115,000

Allotted, issued and fully paid number, class and nominal

value:

A Ordinary shares of £1 each 70,001 70,001 50,000
B Ordinary shares of £1 each 20,000 20,000 20,001
90,001 90,001 70,001

Each A and each B Ordinary share carries one vote in the annual general meeting. Any distributable
profits attributable to the company’s corporate finance business and which are determined by the
directors to be distributed by way of a dividend shall be paid pro rata to the holders of the A
Ordinary shares. Any distributable profits attributable to the company’s investment management
business and which are determined by the directors to be distributable by way of a dividend shall be
paid pro rata to the holders of the Ordinary B shares.

On a winding up of the company, holders of A Ordinary shares are entitled to receive any surplus
assets attributable to the company’s corporate finance business, and the holders of B Ordinary shares
are entitled to receive any surplus assets attributable to the company’s investment management
business.

The holders of the class C, D and E Ordinary shares are not entitled to receive notice of, or attend,
or vote at any general meeting of the company and are only entitled to receive dividends declared
payable out of revenue.

On winding up of the company, the holders of C, D and E Ordinary shares are entitled only to a
sum equal to the amount paid up or credited as paid up on their shares.

On the 6th January 2004, the authorised and issued B Ordinary shares of £1 each in the company
were reclassified as A Ordinary shares of £1 each ranking pari passu in all respects and forming one
class with the existing A Ordinary shares. On the same date the authorised C, D and E Ordinary
shares in the company were reclassified as new B Ordinary shares of £1 each and the authorised share
capital was increased from £115,000 to £200,000 by the creation of 85,000 B Ordinary shares of £1
each ranking pari passu in all aspects with the new B Ordinary shares.

During 2004 the company issued 20,000 new Ordinary B Shares at par for the acquisition of the
entire issued share capital of Intrinsic Value Partnership Limited.
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13. Reserves

31 December 31 December 31 December

2005 2004 2003
£ £ £

Profit and loss account
Balance brought forward 145,329 169,353 (5,685)
Retained profit/(loss) for the year 55,428 (24,024) 175,038
Carried forward 200,757 145,329 169,353

14. Transactions with Directors

At the balance sheet date the company owed/(was owed) the following amount to/(from) the
directors:

31 December 31 December 31 December

2005 2004 2003
£ £ £

F A B Fabrizi
Balance outstanding at beginning of year 3,522 2,189 664
Balance outstanding at end of year (33,322) 3,522 2,189

The maximum balance owed to the Company during the year to 31 December 2005 was £50,002.
The outstanding balance as at 31 December 2005 was repaid on 9 February 2006.

15. Reconciliation of movements in shareholders’ funds

Year to Year to Year to

31 December 31 December 31 December

2005 2004 2003

£ £ £

Profit for the financial year 55,428 26,476 175,038
Dividends — (50,500) —
Issue of share capital — 20,000 —
Net addition to shareholders’ funds 55,428 (4,024) 175,038
Opening shareholders’ funds 235,330 239,354 64,316
Closing shareholders’ funds 290,758 235,330 239,354

16. Reconciliation of operating profit to net cash inflows/(outflows) from operating activities

Year to Year to Year to

31 December 31 December 31 December

2005 2004 2003

£ £ £

Operating profit 66,245 19,106 218,710
Depreciation charges 1,557 — —
Profit on disposal of fixed assets (21,680) (7,875) —
Decrease/(increase) in debtors 91,949 (121,687) 29,336
(Decrease)/increase in creditors (86,663) 69,293 40,529
Net cash inflow/(outflow) from operating activities 51,408 (41,163) 288,575
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17. Reconciliation of net cash to movement in net funds

(Decrease)/increase in cash in the period
Cash outflow from decrease in debt

Change in net cash resulting from cash flows
Net cash at 1 January

Net cash at 31 December

18. Analysis of changes in net cash

Net cash:
Cash at bank and in hand

Debt:
Debts falling due within one year

Total

Net cash:
Cash at bank and in hand

Debt:
Debts falling due within one year
Debts falling due after one year

Total

Net cash:
Cash at bank and in hand

Debt:
Debts falling due after one year

Total
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Year to Year to Year to
31 December 31 December 31 December
2005 2004 2003

£ £ £
(90,521) 55,824 72,506
25,000 — —
(65,521) 55,824 72,506
147,579 91,755 19,249
82,058 147,579 91,755
At At

1 January Cash 31 December
2005 Sflow 2005

£ £ £
172,579 (90,521) 82,058
172,579 (90,521) 82,058
(25,000) 25,000 —
(25,000) 25,000 —
147,579 (65,521) 82,058
At At

1 January Cash 31 December
2004 Sflow 2004

£ £ £
116,755 55,824 172,579
116,755 55,824 172,579
— (25,000) (25,000)
(25,000) 25,000 —
(25,000) — (25,000)
91,755 55,824 147,579
At At

1 January Cash 31 December
2003 flow 2003

£ £ £

44,249 72,506 116,755
44,249 72,506 116,755
(25,000) — (25,000)
(25,000) — (25,000)
19,249 72,506 91,755




19. Auditors

The financial statements for the years ended 31 December 2005, 2004 and 2003 were audited by
Wilkins Kennedy, Bridge House, London Bridge, London SEI 9QR, members of the Institute of
Chartered Accountants in England and Wales.

20. Ultimate controlling party
The company’s ultimate controlling party is the director, F A B Fabrizi.

21. Related party disclosures

During 2004, the company’s director F A B Fabrizi purchased listed investments from the company
at market value for a total consideration of £145,500.

During 2005, F A B Fabrizi entered into a contract with the company to provide services for which
he received shares with an estimated market value of £10,000.

22. Post balance sheet events

On 24 May 2006 the company acquired the entire share capital of Merchant Securities Limited for
£4.05 million in cash and subsequently changed its name to Merchant Securities Holdings Limited.
On the same date Merchant Securities Limited integrated the company’s operations into its own. The
company ceased to be authorised by the FSA on 25 July 2006.
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PART IV
SECTION B
ACCOUNTANTS’ REPORT ON MERCHANT SECURITIES LIMITED

The following is the text of a report received from CLB Littlejohn Frazer, reporting accountants:

CLB LITTLEJOHN FRAZER

Chartered Accountants

The Directors

Castor Investments Plc
190 Strand

London WC2R 1JN

The Directors

Arden Partners plc
Arden House

17 Highfield Road
Edgbaston
Birmingham B15 3DU

2 October 2006
Dear Sirs
MERCHANT SECURITIES LIMITED

Introduction

We report on the financial information set out below relating to Merchant Securities Limited
(“MSL”). This information has been prepared for inclusion in the AIM admission document dated
2 October 2006 (the “Admission Document™) relating to the proposed admission to AIM of Castor
Investments plc (the “Company’) and is given for the purpose of complying with Schedule Two of
the AIM Rules and for no other purpose. Save for any responsibility arising under the AIM Rules to
any person as and to the extent there provided, and save for any responsibility that we have expressly
agreed in writing to assume, to the fullest extent permitted by law we do not assume any
responsibility and will not accept any liability to any other person for any loss suffered by any such
other person as a result of, arising out of, or in connection with this report or our statement,
required by and given solely for the purposes of complying with Paragraph ‘a’ of Schedule Two of
the AIM Rules, consenting to its inclusion in the Admission Document.

Responsibility

The Directors and Proposed Directors of the Company are responsible for preparing the financial
information on the basis of preparation set out in note 1 to the financial information and in
accordance with the financial reporting framework, as applicable for the relevant period.

It is our responsibility to form an opinion on the financial information as to whether the financial
information gives a true and fair view, for the purposes of the Admission Document, and to report
our opinion to you.

Basis of opinion

We conducted our work in accordance with the Standards for Investment Reporting issued by the
Auditing Practices Board in the United Kingdom. Our work included an assessment of evidence
relevant to the amounts and disclosures in the financial information. It also included an assessment of
significant estimates and judgements made by those responsible for the preparation of the financial
information and whether the accounting policies are appropriate to the Merchant Securities Limited,
consistently applied and adequately disclosed.

We planned and performed our work so as to obtain all the information and explanations which we
considered necessary to provide us with sufficient evidence to give reasonable assurance that the
financial information is free from material misstatement whether caused by fraud or other irregularity
or error.
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Opinion

In our opinion, the financial information gives, for the purposes of the Admission Document dated
2 October 2006, a true and fair view of the state of affairs of MSL as at 31 March 2006, 2005 and
2004 and of its results, cash flows and recognised gains and losses for the years then ended in
accordance with the basis of preparation set out in note 1.

Declaration

For the purposes of Paragraph ‘a’ of Schedule Two of the AIM Rules we are responsible for this
report as part of the Admission Document and declare we have taken all reasonable care to ensure
that the information contained in this report is, to the best of our knowledge, in accordance with the
facts and contains no omission likely to affect its import. This declaration is included in the
Admission Document in compliance with Schedule Two of the AIM Rules.

Yours faithfully

CLB Littlejohn Frazer
Reporting accountants
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Profit and loss account

Turnover
Cost of sales

Gross profit
Administrative expenses
Other operating income

Operating profit/(loss)

Profit/(loss) on disposal of tangible fixed assets
Amounts written off current asset investments
Interest receivable and similar income

Interest payable and similar charges

Profit/(loss) on ordinary activities before taxation
Tax on ordinary activities

Profit/(loss) for the financial year after taxation
Dividends

Retained profit/(loss) for the year for the company

Continuing Operations

Notes

Year to Year to Year to
31 March 31 March 31 March
2006 2005 2004

£ £ £
4,139,183 2,574,824 2,336,729
4,139,183 2,574,824 2,336,729
(3,668,943) (2,633,933) (2,455,736)
470,240 (59,109) (119,007)
251 (918) (550,144)

— — (8,314)
200,150 131,593 123,072
(90,815) (112,764) (215,751)
109,586 17,911 (651,137)
579,826 (41,198) (770,144)
37 10,992 (141,945)
579,863 (30,2006) (912,089)
579,863 (30,206) (912,089)

None of the company’s operations were acquired or discontinued in the years presented in this report.

Total recognised gains and losses

The company has no recognised gains and losses other than profits for the current and previous

years.
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Balance sheet

Fixed assets
Tangible assets
Investments

Current assets
Debtors
Cash at bank and in hand

Creditors: amounts falling due within one year
Net current assets
Total assets less current liabilities

Creditors: amounts falling due after more than one
year

Net assets

Capital and reserves

Called up share capital
Share premium account
Profit and loss account

Shareholders’ funds
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Notes

11

12

13

15
16
16

20

As at As at As at

31 March 31 March 31 March
2006 2005 2004

£ £ £

82,738 59,257 61,087
15,596 15,596 15,596
98,334 74,853 76,683
2,176,809 3,292,282 2,097,307
1,108,375 831,943 920,138
3,285,184 4,124,225 3,017,445
(2,088,891) (3,334,314) (2,319,157)
1,196,293 789,911 698,288
1,294,627 864,764 774,971
— (150,000) (549,872)
1,294,627 714,764 225,099
445,213 445,213 329,686
613,284 613,284 208,940
236,130 (343,733) (313,527)
1,294,627 714,764 225,099




Cash flow statement

Notes

Net cash inflow/(outflow) from operating activities 21
Return on investments and servicing of finance

Interest received

Interest paid

Net cash inflow/(outflow) from returns on
investment and servicing of finance

Taxation

Capital expenditure

Purchase of tangible fixed assets

Net proceeds from disposal of tangible fixed assets

Net cash (outflow)/inflow from capital expenditure
Net cash inflow/(outflow) before financing

Financing

Share issue

Subordinated loan note issue
Repayment of bank loan

Net cash inflow/(outflow) from financing

Increase/(decrease) in cash in the period 22

Non cash transactions

Year to Year to Year to
31 March 31 March 31 March
2006 2005 2004

£ £ £
222,247 (62,553) (15,346)
200,150 131,593 123,072
(90,815) (112,764) (215,751)
109,335 18,829 (92,679)
10,286 (141,202) —
(65,687) (23,253) (6,930)
251 (15) 1,783,455
(65,436) (23,268) 1,776,525
276,432 (208,194) 1,668,500
— 119,999 23

— — 100,000

— —  (1,569,900)

— 119,999 (1,469,877)
276,432 (88,195) 198,623

As described in note 14, in August 2004 subordinated loans totalling £399,872 were repaid out of an
issue of new B Ordinary shares. In December 2003 subordinated loans totalling £250,128 were repaid

out of an issue of new B Ordinary shares.
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Notes to the financial information
1.  Accounting policies
Accounting convention

The financial information has been prepared under the historical cost convention and in accordance
with United Kingdom Generally Accepted Accounting Practice (UK GAAP). The following principal
accounting policies have been applied consistently in dealing with items which are considered material
in relation to the financial information.

The financial information in this Part IV does not constitute statutory accounts within the meaning of
section 240 of the Companies Act 1985.

Turnover

Turnover represents commissions from clients (recognised at the time investment transactions are
executed), commissions from third parties (recognised when the relevant deals have been substantially
completed), management fees from clients (including uninvoiced fees accruing to the year end), and
foreign exchange commission (recognised at the time foreign exchange transactions are executed).

Depreciation of tangible fixed assets

Tangible fixed assets are depreciated over their estimated useful lives on a straight line basis at the
following rates per annum:

Leasehold improvements Over the remaining length of the lease and 20%

Computer hardware 25% — 33%
Computer software 17% — 33%
Furniture and fittings 10%
Office equipment 25%
Telephone equipment 20%

Leased assets

Rental payments under operating leases are charged to the profit and loss account as they are
incurred.

Foreign currencies

The rates of exchange ruling at the end of the year are used for translation into sterling of assets and
liabilities denominated in foreign currencies. The difference arising from fluctuations in exchange rates
during the year is taken to the profit and loss account where it relates to items of a trading nature.

Investments
Investments in subsidiary undertakings are stated at cost, less provision for any impairment in value.

Current investments in unlisted securities are stated at the lower of cost and the directors’ valuation.

Balances with clients and counterparties

Balances with clients, Stock Exchange member firms and overseas counterparties are included in
debtors and creditors inclusive of their unsettled bought and sold transactions respectively.

Client’ deposits

The company holds money on behalf of clients in accordance with the client money regulations of the
Financial Services Authority (FSA). Such monies and corresponding liabilities to clients are not
shown on the balance sheet, as the company is not beneficially entitled thereto. The amount held on
behalf of clients at the balance sheet date is stated in note 18.

Deferred tax

Full provision is made for deferred taxation at the tax rates that are expected to apply in the periods
in which timing differences are expected to reverse, based on the tax rates and laws that have been
enacted or substantially enacted at the balance sheet date, in respect of timing differences which have
arisen but not reversed at the balance sheet date. Timing differences are differences between the
company’s taxable profits or losses, and its results as stated in the financial information. Deferred
taxation is measured on a non-discounted basis.
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Deferred tax assets are only recognised where they arise from timing differences, and where their
recoverability in the short term is regarded as more likely than not.

Pension costs

The company’s contributions into money purchase schemes are chargeable to the profit and loss

account when the contributions become payable.

2. Turnover

Commissions and fees
Rental income

3. Staff costs

Wages and salaries
Staff commissions and sales incentive bonuses
Social security costs

The average weekly number of employees (including directors) during the year was as follows:

Management and administration

39

Year to Year to Year to
31 March 31 March 31 March
2006 2005 2004

£ £ £
4,139,183 2,574,824 2,188,916
— — 147,813
4,139,183 2,574,824 2,336,729
Year to Year to Year to
31 March 31 March 31 March
2006 2005 2004

£ £ £
745,192 660,546 587,973
811,247 588,318 442,627
294,191 201,214 142,495
1,850,630 1,450,078 1,173,095
Year to Year to Year to
31 March 31 March 31 March
2006 2005 2004

£ £ £

22 21 21




4.  Operating profit

The operating profit is stated after charging:
Auditors’ remuneration — audit

Auditors’ remuneration — other
Depreciation — tangible fixed assets
Operating leases — land and buildings
Operating leases — machinery

Staft bonuses

Exceptional administrative items

Aggregate directors’ emoluments (excluding pension
contributions)
Amount paid into a pension scheme in respect of director

Number of directors for whom retirement benefits are accruing
under money purchase pension schemes
Highest paid director (included above)

5. Interest receivable

Interest in respect of client bank accounts
Interest in respect of company bank accounts
Other interest receivable

6.  Interest payable

Interest paid in respect of client bank accounts
Bank loan interest

Subordinated loan interest

Other interest payable
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Year to Year to Year to
31 March 31 March 31 March
2006 2005 2004

£ £ £
23,724 25,440 21,375
2,818 2,581 8,249
42,206 24,180 69,196
73,239 72,309 71,918
13,197 19,757 15,519
666,607 120,154 44,391
57,000 10,000 15,000
859,213 430,054 256,912
21,016 19,498 19,499
880,229 449,552 276,411
1 1 1
526,648 293,285 143,685
Year to Year to Year to
31 March 31 March 31 March
2006 2005 2004

£ £ £
176,684 121,029 117,080
14,628 10,520 5,992
8,838 44 —
200,150 131,593 123,072
Year to Year to Year to
31 March 31 March 31 March
2006 2005 2004

£ £ £
99,169 75,307 80,643
— 94,742
(8,759) 35,855 40,366
405 1,602 —
90,815 112,764 215,751




7.  Taxation
Analysis of tax (credit)/charge

The tax (credit)/charge on the profit on ordinary activities for the year was as follows:

a) (Credit)Icharge

Year to Year to Year to
31 March 31 March 31 March
2006 2005 2004

£ £ £

Current tax:
UK corporation tax — (10,249) 142,926
UK corporation tax (prior year) (37) (743) (981)

Tax (credit)/charge on profit on ordinary activities 37 (10,992) 141,945

b)  Factors affecting the tax (credit)/charge for the period

Year to Year to Year to
31 March 31 March 31 March
2006 2005 2004
£ £ £
Profit/(loss) on ordinary activities before tax 579,826 (41,198) (770,144)
Profit/(loss) on ordinary activities multiplied by the UK
corporation tax rate of 30% 173,948 (12,359) (231,043)
Effects of:
Expense not deductible for tax purposes 14,175 5,937 183,293
Capital gain — — 242,570
Prior period charge 37 (743) (981)
Utilisation of tax losses brought forward (188,197) (2,966) (26,109)
Marginal relief — 