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Eurotunnel S.A,

=urotunnal P.L.C./

4

Offer for Sale -

of 101,000,000 Units with New Warrants at 2 price of 350p per Unit
by
Robart Eleming & Co. Limited Morgan Grenfell & Co. Limited .G, Warburg & Co, Ltd,
underwritten jointly with
County NatWest Limited  Samuei Montagu & Co. Limited

A public offer in France of a further 141,000,000 Units with New Warrants Is being made

by
Banque indosuez  Banque Natinnale de Paris Crédit Lyonnais
Calsse des Dépdts et Consignations  Calsse Natinnale de Crédit Agricole

An [ntemational placing of & further 18,000,000 Units with Naw/ Warra- s has also been arranged

A Unit comprises one share in Eurotunnel P.L.C. and one share in Eurotunnel S.A,

The Freneh Offar and the intetnationa! Pacing are being made at prices par Unit approximately equivalent to the UK Offer price.
The nuriiber of Units comprised in the UK Offer is subject to variation as set out below under the heading *The lssue”.

Application has been made to the Council of The Stack Excharige, London and to the Commission des Opérations de Bourse, Paris for
all of the zhares in gurotunnel P.L.C. and in Eurotunnel S.A. (in the form of Units), issuad and to be issusd pursuant to the Issue, and
the New Warrants to be admitted to the Official List and La Cote Officiells. Deaiings in the shares on both The Stock Exchange and
the Bourse will bein the form of Units. The New Warrants will be separately listed dnd dealt in,

complated application torms and paymant must be recaived Sy 10.00 a.m. on Friday, 27th Ncvember, 1987 {or by
3,30 pan. &0 Thursday 26th Novembaer, 1987 if the Jorm is taken by hand to one of }ho ~dditional racaiving centres listed
2t the and of this dacumant).

16th November, 1587
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The Piregtars, whose nameas appear below under the heading “Qirectqrs®, acceqt responsibility tor the information contawed
in this dacumant. To the best of the knowledge and belief of the Directors {whao have taken alt reasonable care 12 gnsyre that
such 1 the case) the information contained in this dogument is in accordance with the facts and does not omit anything kely
15 affact thz impgrt of such information.

Mesther the UK nar the French government makes of has made any representation, whether express of implied, as to the

viability of the project, or ai 10 the accwracy of any estimates, predictions of projection’ f whatevet kind contained in this
document,

n

The information containad in this document has, er..ept where the context requires otherwise,
been based on tha assumption that the Eurotunne: projectis Irnplemented as described herein.
The description of the Systara in this document is based on present plans and intentions, The
System.is sxpected to start operations in 1993 and may be modified before implementation.

The financiat projections in shis document have been prepared and set out for filustrative
purposes. They relate to periods up to 35 years ahead and do not constitute a forecast; they
will be materially affected by changes in economic and other circumstances. Unless specified
to the contrary, the figures contained in the'projections incorporate a provision for inflation &s
described below untier tha heading "Financlal projections”. While the Directors censider that
the assuniptions on which the financial projectiansare based arernasonable, it must ba realised
that the reliance to be placed on them is a matter of judgement.

The Eurotunnel project has heen extensively researched and the proposed tuniel construction
tochniques are well proven. However, the attention of prospective investors is drawn O the
fact that investment in the Eurotunnel project involves a significant degrec of risk.

No action has been of will be taken to permit a public offer of the Units with New Warrarts which are the subject of the issue
(nor any of the sharas or varrants comprised therein) other an in the UK and France of the distribution of this document in
any jurisdictian other than the UK, The distribution of this document and/or the offering of Units with New Warrants may be
restricted in certain jurisdictions; persons into whase possession this document comes should inform themselves of and
observe any such restrictions. This document does not constitute an offer, and may not be used for the purpose of an offer

to, of solicitation by, any persen in any jurisdiction of in 2ny circumciances in which such offer or solicitation is not authcrised
or is unlawful. .

No person has been authorised to give any information or make any representations in connection with the UK Offer other
than 15 contained in this document and, if given of made, such information of representations must not be relied upon as
havif-g been authorised by Eurotunnel p.LC., Euratunnel S.A,, the Directoss, the UK Issuing Houses o any of them. Neither the
delivery of this document not any purchase made on the basis hereof shall, under any circumstances, constitute a reptosentaticon
or create any implication that the information herein is correct as at any time subsequent to the date of this dacument.

The UK [ssuing Houses, the French Issuing Houses and/or the international Managers reserve the right, as principals, t0 effect
or cause to be effected transactions in Units and/or New Warrants at any time up to 31st January 1988 with a view to
stabilising of maintaining the price of Units and/or New Warrants at javels other than those whic’ otherwise might prevail in
the opan market. Such transactions may be effected on any stock exchange of over-the-counte’ or unofficial market and, if
commenced, may be rerminated at any time up 10 31st Janwary, 1988.

A copy of this document, which comprises listing particulars relating to gurotunnel P.L.C. and Eurotunne! § A, in accordance

with the listing rules made under Section 142 of the Financial Services Act 1986, has been delivered to the Registrar of

ompanies in England and Wales for registration in accordance with Section 149 of that Act. /
,.H::f;;:;:xacz:-m o et et}
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e definitions which apply throughout this document are set out belaw under ihe heading *Definitions”.
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The lzsua

A total of 220,000,000 Units with New Warrants is being nffered under the lssye, comptising:

t3y the UK Qifar of 101,500,000 Units with New Viarrants, ata price of 35@p per Unit;

(by the French Qffer of 101,000,500 Units with News Warrants, ata price of ERF3S per Ynit; and

(€) the International Placing of 15,000,800 Units with Nevs Warrants, at 2 price of 175p plus FRF17.50 per Unit.

The prices per Unit in the French Offer and the international Placing represent the approximate equivalents on 1 2th Novembser,
1387 of the price per Unit in the UK Offer. |

praference will be given in respect of i: maximun of 2,400,000 Units with News Warrants (1.1 par cent, of the issus, and 24
per gent. of the UK Offer before any variation as mentioned below) to applications received on prafercntial application forms
relating to the UK Offer from gurotunne! personnel (a3 described below).

As, part of the underwriting atrangements, certain institutional investors and thelr investrnent chients will be allocated Units
with New Warrants (not exceeding in aggregate 23 per cent, of the Issue, ar 50 per cent. of the UK Offer befare any variation
a5 mentioned below) on a pricrity basis. The remaining Units with New Warrants comprised in the UK Otfer are being offered
to the public.

The Issue is conditional, inter afia, upon the Councll of The Stock Exchange and the Commission des Opérations de Bourse
agreeing or deciding to admit all the Units, issued and to be issued under the issus, and the New Warrants to the Official List
of Tha Stack Exchange and La Cote Officielle on the Bourse, respectively not later than 15th Dacember, 1987,

Each Unit comprises one share in EpLC and one share in Esa, There will be icsued with each Unit an Epic warrant and an E5A
warrant twinned to constitute 2 New \Warrant. EPLC and Esa shares and these warrants will be listed and dealt in only in the
forms of Units and New Warrants, vhe Naw \Warrants may be traded separately from the Units at any time after the Issue, New
Warrants will be exercisable only in integral multiples of ten. Initially, every ten New Warrants will entitle the holder to subscribe
ane Unit at a price of 230p plus FRF23 between 15th November, 1990 and 15th November, 1992, The number of Units
abtainable on exercise of ten New Vvarrants is, however, subject to adjustment as set out below under the heading *Description
of the New Warrants®.

Artangements have been made which may result in the number of Units with New Warrants comprised in the UK Offer being
incroased or decreased, the size of the French Offer and/or the international Placing lweing adjusted accordingly. These
arrangaments are summarised below under the heading "Issue arrangements®.

Markaet capitalisation

At the UK Offer price (and attributing the whole of such price to the Units) the 332,376,780 existing and new
gurotunne! Units will have a market capitalisation of £1,1 63 million.

ghare capital and indebtedness

following the Issue thare will be 332,376,780 Units in issue, each comprising one share with a par value of 40p in EpLC and
one share with a nominal value of FRF10 in EsA .

Authorised tssued and to be issued fully paid
Number Amount Humber Amount
geLc shares of 40p esth £20,000,000 £208,000,000 342,376,780 £132,050,712
Esa shares of FRF10 each {Nota) 332,376,780  FRF3,323,767,800

Note: French companies do not have the same concept of authorised shara capital a3 UK companies. Tha issue of the shares dascribad above and the shares
to be issued on the exercise of the warrants and opticns described below has been approved by the sharehoiders of Esa

Following the Issue, there will be in issue New Warrants to subscribe for 22,000,000 Units and Founder Shareholder Warrants
to subscribe for a further 26,520,000 Units (exercisable ata price, subject to adjustment, of 97.2p plus FRF10 per Unit between
1st July 1989 and 30t June, 1995). In addition, EPLC and €sa wilt be under an cbligation pursuant to tha Credit Agreement to
issue to 3 numter of lending banks Bank Warrants to subscribe for 7,142,857 Units, exercisable ata price, subiect 10 adjustment,
of 175p plus FRF17.50 per Unit riot later than 30th June, 2000, The Directors intend in Movember 1987 to grant options 10
subscribe up to 3 maximum of 2,200,000 Units under the share option scheme referred to below

Apart from intra-Group liabilities, no company in the Group had, at the close of business on 6th Noverber, 1987, any loan
capital outstanding of created but unissued, term loans {(whether or not guaranteed or secured) of other borrowings or
indebtedness in the nature of borrowing, including bank overdrafts and liabilities under acceptances {other than normal trade
bills) or acceptance credits or hire purchase commitments, mortgages, charges, contingent liabilities or quaraniees. It is
expected that furotunnel will make drawings under a partially-secured interim loan facility during the pernod between
Gth Movermber, 1987 and the receipt of the proceeds of the lssue.
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André Bénard (co-Chairrman) Alastair Morten {co-Chairman)
Pierre Durand-Rival (Managing Directar)

Bernard Auberger, Chief Executive of Caisse Nationale de Crédit Agricole

Denis Child, Member of the Board of the Civil Aviation Autharity

Jean-Loup Dherse, Former Chief Executive of Eurotunnel

Alaxandre Dumont, Chairman of Belgamanche S.A.

Sir Alistair Frame, Chairman of The RTZ Corporation FLC

Renaud de la Genidre, Chairman of Compagnie Financidre de Suez

Sir Nicholas Henderson, Director of Hambros PLC

Robert Lion, Chief Executive of Caisse des Dépdts et Consignations

Robert Mzlpas, a Managing Director of The British Petroleum Company p.l.c.

$ir Kit McMahon, Chairman and Group Chief Execuitive of Miz.and Bank ple

Jean-Paui Parayre, Chief Executive of Dumez § A,

Lord Pannock of Norton, Director of Morgan Grenfell Group plc

Tony Ridley, Chairman and Managing Director of London Underground Limited

sir Robert Scheley, Chairman of the British Steel Corporation

Bernard Thiolon, Chief Executive of Crédit Lyonnais

Secretary David Wilson, FCIS  Joint David Wilson, FCIS

of ErLC sacretaries of ESA Hervé Charrin

Reqistered office Portland House, Registered office Tour Franklin,

ef ErLC Stag Place, of £54 100 Terrasse Boieldieu,
London SW1E 5BT Puteaux Cedex 11,

62081 Paris La Défense
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Roeoiving banks
to tho UK Offer

UK Issuing Houses

Rchert Flaming & Ca, Limited,
25 Copthall lvenrue,
London §C2R 70R

The UK Offar is underwriiten

County Natwast Limited.
Drapers Gardens,

12 Throgmorton Avenus,
London EC2P 268

French lssulng Houses

Banaue Indosusl,
96 houlevard Haussman,
75008 Paris

Calsse des Dépdts et Consignations,

Morgan GrenfeH & Co. Limited,  5.G,Warburg & Co. Ltd,,
23 Great '»" e “treet, 33 King Witham Street,
Londen €7+ London EC4R 9AS
by theat . .y Wity

Samuel Montagu & Co, Limited,

10 Lowet Thames Street,

London EC3IR GAE
Ganque Nationale de Faris, Cridit Lyonnals,
16 boulevard des italiens, 19 boulevard des 1taliens,
75009 Paris 75002 Paris

Calyse Nationale de Crédit Agricsia,

56 rue de Lille, 50-93 boulevard Pasteur,
75007 Paris 75015 Paris
UK stockbrokers
S.G.Warburg Securities,  Citicorp Scrimgecur Vickers County NatWest Securities Limited,
1 Finsbury Avenue, Limited, Drapets Gardens,
London EC284 2PA, PO Box 200, 12 Throgmorton Avénue,
Cottans Centre, Londan EC2P 2£5

Hays Lane,
London SE1 2QT

Lega! advisers in connection with the Issue

To Eurotunnel: To the Issuing Houses:

Hurbart Smith, Cabinat Francis Lefebvre, Sleughter and May, Menahan & Duhot,
Watling House, 3 Villa Emile Bergerat, 35 gasinghall Street, 39 quai d'Orsay,

35 Cannon Street, 92522 Neuilly-sur-Seine London EC2V 50DB 75007 Paris

tandon £ECAM 55D

Auditors and reporting accountants

To Enc:

Paat Macwick Melintock,
Chartered Accountants,

1 Puddie Dock,

Blackfriars,

London EC4V 37D

Registrurs

B Erc

Nstional Westminster Bank PLC,
Registrar's Department,

PO Box 343, Caxton House,
Radclifre Meag Lane,

Bristol 8599 75Q

National Westminster Bank PLC,
Slsw [ssues Department,

PO Box 79,

2 Princes Streeq,

London EC2P 28D

To Esac -
Audit Continantal $.A., 8.E.F.E.C.-Mulquin 8¢
Commisszires aux Comptes, Agsociés,
Tour Fiat, and  Commissaires aux Gomates,
Cedex 165, 8.0 Alfred de Vigny
92084 Paris La Défense 75008 Paris

Yo Bsa:

96 boulevard Haussmar,

75008 Paris

Midland Bank plc,

Stock Exchange Services Department,

Mariner House,

Pepys Street,

London EC3N 4DA
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References in this document to °£° are to pounds sterling and references to “FRF” are
to French francs. Where, for convenience, figures have bean expressed in £ or in FRF
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Eurotunnael

Systern
description

Kaif information and suimmary

The following information is derived from, and should be read in conjunction
with, the full text of this documant,

Eurgtunne! iy a private sector Anglo-French group which has been granted a congession

to develon, finance, construct and operate the Channel Tunnel between the UK and

France. Whan completed, the System wilt link the road and rail netwaorks of Great Britain

and Franze. it will improve communication and help to stimulate commerce within the

European Community by providing a fast and refiable service for cross-Channel tratfic

:vgl:;gt is convenient and comfortable to use, The System is planned to open in May
©43.

The basic instrument authorising and regulating the System is the Treaty between the
UK and france, which was ratified on 29th July 1987, Eurotunne! has entered into
the Concession agreement with the UK and French governments under which it has
undertaken to develop, finance, construct and operate the System, It will be free to
determine its commerciat policies, including the setting of tariffs, The governments
have agreed not to facilitate a second fixed link built by athers to open before the end
of 2020. The Concession entered into force on 29th july, 1987 for a period expiring on
28th July, 2042.

curatunnc! has entered into contracts praviding for the construction and commissiening
of the Systern, for the provision of loan finance and for the provision of infrastructure
and for the use of the tunnel by the Railways.

The System will incorporate three tunnels—two rail tunnels and a service tunnel—each
nearly 31 miles long. The terminals near Folkestone and Calais will be linked to the
national motorway and railway networks. Each terminal will have toll booths, any
;eqm;isite frontier controls for the UK and France and shopping and other passenger
acilities.

The System will be used by shuttle trains, operated by Eurotunnel, carrying road vehicles
between the terminals, 21td by through trains, run by the Railways.

Services provided

Road vehicles will be transported with their drivers and passengers in specially-designed
shuttles. It is intended that shuttles carrying passenger vehicles will initially run
approximately every 12 minutes and further shuttles carrying freight vehicles about
every 15 minutes during peak periods, although the System will be capable of
development to permit operation at greater frequencies. The shuttios will travel at
speeds of up to 100 mph and the journey between the terminals is expecied to take
around 33 minutes.

Passengers and freight will also be carried through the tunnel on trains operated by the
Railways. The track gauge is the sare in Great Britain as in most countries in continental
Europe so that direct through rail services will be possible. In addition, the French
government has decided to proceed with a new high-speed railway line north of Paris
which will be connected to the System. With new purpose-built rciling stock, rail
journeys between London and Paris in around 3 hours, and between London and Brussels
in about 2 hours 40 minutes, will be feasitle. In general, the saving in time for freight
carried by through train is expected 1o be significant.




Key information and swmmary continu

ed

C'oinstructlon
costs and
financing

Competitive advantages

Eurotunnel is expected to abtain a significant shate of the cross-Channel markst. The
competitive advantages of its services will include:

— less vulnerabifity to bad weather and hence greater teliability

—frequent services with no necessity for advance booking, giving passengers and
freight operators increased flexibility in making their travel arrangements

— shorter overall journey tirnes than by hovercraft or ferry
— significant time savings for through rail freight

— rail services between London and, for example, Paris and Brussels which, compared
with air services, will be:

— compatitive in terms of cost and time
— generally more convenient, operating between city centres,

The capacity provided at the time of the opening of the System will be sufficient to
deal effectively with the expected demand. The planned increases in capacity and
rmethods for spreading demand such as tariff policy, as well as efficient integration with
the Railways, are expected to result in the capacity available being increased in later
years to provide a margin over the demand projected in this document,

Construction

Eurotunnel has entered inte a construction contract with a joint venture of ten major
companies providing for a fully-operational System to be delivered by May 1953, The
construction of the tunnels will employ conventional but modern technology and well
proven technigues. The geology of the proposed route for the tunnels is well understood
and generally provides an excellent medium for tunnelling.

The order to start design and construction work was given in May 1986. Work to date
has been concentrated on design development studies, geological surveys and the
detailed design of the tunnels. In addition, the UK tunnel linings plant is now in
aperation. A similar facility in France and the access shaft for tunnelling at Sangatte in
France are nearing completion, The erection onssite in the UK of a tunnel boring machine
for the service tunnel will soon be completed. Orders and sub-contracts have been
placed with a value of over £200 million and more than 1,800 people are currently
engaged on the project.

The total cost of the System is estimated to be £4,874 million, comprising some £2,788
miliion of construction costs and £642 million of corporate and qther costs (a_ll at July
1987 prices), £469 million as & provision for infiation and £975 million of net financing
Costs.

To meet the estimated total financing requirement and to provide an appropriate
margin, Eurotunnel has arranged total finance of over £6,000 million, of which £5,000
million is i the form of credit facilities. £253 million has already been raised as equity
finance and a further £770 million is being raised through the Issue.

The availability of funds under the credit tacilities is subject to a number of conditions,
referred to below under the heading “Financing®.




Kay information and summary continued

Traffic, ravenues  TheSystemwill secve the established and growing cross-Channel market i four principsl

/ ang f , : . b
oo gﬂge?i @3:13 without vehicles by sea or air and rail freight.

sectors: passangers travelling with vehicles, road freight vehicles, passengers travelling

In 1985, the totat ¢ross-Channe! market comprised 48 millien passenger trips and the
mavement of 60 million tonnes of freight, excluding bulk fuel. Eurotunnel's traffie and
revenue consultants project that the sizes of these markets will increase to 94 million
passenger trips and 123 million tonnes of freight by 2003, They astimate that, when it
opens in 1993, the System will carry 44 per cent. of cross-Channel passenger traffie
and 17 per cent. of eross-Channel freight traffic,

Eurotunnel’s operating revenues are expected to arise from three sources—-operating
shuttle services (50 per cent, of projected totai revenues in 1994), payments by the
Railways (41 pet cent.) and anchilary activities (9 per cent.). Eurotunnel's operating <osts
are estimated to be only 19 per cant. of revenues during the first 10 years of operation,
It is expected that it will have low marginal costs associated with handling additional

traffic.

Summaries of projected aggregated profit and loss accounts of the Group are set out

below The projections, which are described in further deta

it below under the heading

"Financial projections®, are based on the assumptions set out in that section, including
full exercise of all warrants. The projections represent Eurotunnel’s qurrent estimate of

turnover, profits and costs in “money of the day” for each of the years shown.

199341998
Year ending 31st December, 1993 1994 1995 1986 1997
€ million £ millien £ million £ million £ million
Turnover 488 762 835 908 986
Profit before taxation 70 108 199 273 350
profit for the year available for
distribution 62 88 158 217 277
Dividends—total —- 149 169 217 277
—per Unit — £0.39 E£0.44 E0.56 £0.71
— —LACOF YRArs
Year ending 315t December, -2003 2013 2023 2033
£ million Emillion Emillion £ milion
Turnover 1,586 3,236 6,184 11,356
Profit before taxation Q27 2410 4879 9,152
Profit for the year available for '
distribution 566 1,476 2,986 5,605
Dividends—total 566 1,476 2,986 5,605
—~per Unit £1.46 £3.80 £7.70 £14.44

1998

£ million
1,072
422

328
328
£0.85

2041
£ million
17,824
14,453

8,880
8,880
£22.88

Note: the above projections incamorate assurmed inflation as described below under the heading “Revenues and costs®,

All costs incurred, directly or indirectly in the design and construction of the System up ta the start of operations will
be capitalised. The figures for 1993 represent trading only from the opening date in May to December, Dividends in
respect of 1994 and 1995 include the distribution of reserves cartiad forward from earlier years.

An analysis of the sensitivity of these projections to variations in revenue and in certain
key assumptions, including the assumption for inflation, is shown below under the

heading “Financial projections”.

i




Kay information and summary gcontinuad

Returns for
invastors

Dividends

The Directors intend that substantially alt of Eeic's and ESa‘s available distributable
profits will be paid out as dividends, On the basis of the financial projections summariser
above it is expected that the first dividend will be paid in 1995 in respect of the year
ending 31st December, 1994,

Returns for investors
The development of Eutotunnel’s business can be divided into two periods:

— the *start-up® period, namely the period of construction and initiat operation up
to mid1995, when the first dividends are expected to be paid, By this time there
should be some two years' experience of actual traffic and operating costs and
the construction costs should have been very largely determined

- th% Bnain operational period from mid-1995 until the expiry date of the Concession
in 2042,

During the start.up period, any return to investors would arise from increases in the
market value of Units and New Warrants, The return to an investor until the end of the
start-up period will therefore depend on market prices at that time, These prices are
likely to be affected by such matters as the successfut completion of the System, the
initial levels of traffic through the System, the approaching payment and value of
expected future dividends and prevailing yields on comparable securities, as welt as by
stock market conditions generally.

Eurotunnel’s traffic and revenue consultants have forecast that, during the 49-year
operational period of the Concession, traffic volumes will continue to grow. The
Directors intend that Eurotunnel will pursue commercial policies aimed at maximising
growth in traffic and profits, Based on the traffic and revenue consultants’ forecasts,
the financial projections show substantial and growing dividends. For example, the
dividends per Unit (excluding the associated UK and French tax credits) shown in those
projections are as follows:

1994 1998 2003 2013 2023 2033

Dividends per Unit £0.39 £0.85 £1.46 £3.80 £7.70 £14.44

Average annual rate of
dividend growth 21% 1% 10% 7.3% 6.5%

The value per Unit in mid1995 of all the projected dividends over the period of the
Concession, if discounted to that date at an annual rate of 12 per cent., would be £24
including and £17 excluding associated tax credits. If the rate of discount used were
10 per cent. or 15 per cent,, such value would be £35 and £16, respectively, including
tax credits. The gross dividend yield (including associated tax credits) on the UK Oftfer
price on the basis of the projections (incorporating the effect of inflation) would be,
for example, 16 per cent. in 1994, 34 per cent. in 1998 and 60 per cent. in 2003.

10




Key Information and summary eohtlnuod

Travel privilegas

Individuals who continue to hold Units persanally acquited by them und
be entitled, upon payment (with effect from the year of opening of th
registration fee expected to
provided that specified con
shuttle trips at a nominal charge

Number of Units personally

purchased and held
100

500
1,000

1,500

Further information concerning the
which must be satisfied befare the privileges can

One return shuttle trip to be taken within 12
months of the System opening

One return shuttle trip per year for the first ten
years of operation

Two return shuttle trips per year until the end of
the Concession period

An unfimited number of shuttle trips until the end
of the Concession period

this document under the heading “Travel privileges”.

er the Issue will
g System) of 3
be approximately £10 {at July 1987 prices) per year, and
ditions are satisfied, to make the following numbers of
for each ane-way journey of £1 or FRF 10 per vehicle,

se arrangements and a summary of the conditions
be claimed are set out at the end of

11




Timetable

The expected timatable for the UK Offer is set out belaw

Completed application forms and

payment to be received by 10.00 a.m. on 27th November, 1987
Basis of allocation annaunced 30th November, 1987
Rencunceable letters of

acceptance despatched gth December, 1987
Dealings commence in Londen and Paris 10th December, 1987
Last date for registration of renuntiation 22nd January, 1988
Definitive certificates despatched 7th March, 1988

The application list for the Units with New Warrants being offered pursuant to
the UK Offer will open at 10.00 a.m. on Friday, 27th November, 1987 and may
be closed atany time thereafter. The procedure for, and the terms and conditions
of, application under the UK Offer, together with an application form, are set
out at the end of this document.

The French Offer will close on 27th November, 1987. However, the French Issuing
Houses retain the right to refuse any application after alt the Units with New Warrants
in the French Offer are subscribed.

Units with New Warrants will be allocated in the International Blacina on or bafore 30th
November, 1987.
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The Eurotunnel ystem, planned to openiniay 1993, will link the road and rail networks
of Great Britain to those of France and the rast of continental Europe. Euroturinel will
provide a fast, frequent and reliable service for cross-Channet traffic whichis convenient
and comfortable to use.

it will establish, for the first tima, a fixed link between the UK (with a poputation of 57
million people) and continental Europe (with a population of aver 290 million), and will
thus form an important part of Europe’s transport infrastructure, improving
communication and helping to stimulate commerce within the European Community,
The System will provide services which will have significant competitive advantages

over methods of cressing the Channel which are currently available,

In response to an invitation in April 1985 by the UK and French governments, a number
of proposals to build and operate a fixed link financed wholly by private capital were
submitted for consideration. The gurotunnel scheme was chosen in January 1986 and
ir: February 1986 France and the UK signed the Treaty authorising a fixed link between
the two countries. The Concession giving Euroturinel the right to develop, finance,
construct and operate the tunnel as that fixed link was signed in March 1986, Following
the passing into law of the Channel Tunnel Actinthe UK and completion of the necessary
legislative procedures in France, the Treaty was ratified on 26th July, 1987, On the same
day the Concession entered into force for a period ending in 2042.

Eurotunnel is a private sector group and, under the terms of both the Treaty and the
Concession, is free to determine its own commercial policy, including the setting of
tariffs, subject to national and European Community laws relating to competition and
dominant market position. The two governments have also declared that there will be
no discrimination in relation to taxes on charges made tc users of the System and its
direct competitors.

The construction of the Systemis being financed by banks and by institutional, corporate
and private investors. Initial equity funds of £47 million were provided by the Founder
shareholders and in October 1986 & placing of Units with institutiona! and other
investors raised a further £206 miilion. Following the signing on 4th November, 1987
of the Credit Agreement, under which loan and letter of credit facilities of up to £5,000
million are to be made available, Eurotunnel’s financing is being completed by the Issue.

During the construction phase Eurotunnel will manage the construction contract and
will also plan the cperational phase, including marketing and commercial activities.
After the start of operations Eurotunnel will manage the System with the objective
of maximising profits and dividends over the life of, and within the terms of, the
Concession.

The governments have undertakan not to facilitate a second fixed link built by others
to open before the end of 2020. The UK and French governments remain free to issue
an invitation for a second fixed link to be buiit by others if there is not agreament by
2010 on a second link to be built by turotunnel. No public finance or government
financial guarantees are to be provided for such 2 fink.
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The System will incorporate:
~ i rail tunnels (to be used bath by shuttles and through irains) and a service tunnet

— terminals rear Folkestone in the UK and at Coquelles near Calais in France with
connections ta national road and rail networks

—speci_a!i){-des‘ngned shuttles to carty passenger and freight vehicles between the
terminals

— clearance depots for freight adjacent to the French terminal and at Ashford near the
UK termiral,

Tunnels and track

The tunnels will each be nearly 31 miles long. n normal operation inward- and
outward-bound trains and shuttles will use separate tunnels, but there will be two
cross-overs between the main tunnels to allow operations to continue while
maintenance work is being carried out. Tha service tunnel will run between the main
tunnels 2.1d will be linked to them by cross-passages at intervals of approximately 410
yards, providing ventilation to the main tunnels and allowing access for maintenance,
The track layout in the tefminals is designed to simplify train control and operation. A
muiti-tracked loop at each end of the tunnals will permit shuttles to enter and leave
the tertninal platforms without reversinig.

Terminals and freight depots

each of the terminals will be finked to its national motorway network. Access roads
and terminal fayout will allow vehicles to transfer rapidly from road to shuttle. Each
terminal will be provided with toll booths, any requisite frontier controls for both the
UK and France, parking areas and amenities and facilities for travellers, including
rr;staurants and {if still permitted for travel within the European Community) duty-free
shops.

There will be a road freight clearance depot and a facility for holding and inspecting
through freight trains adjacent to the French terminal. Freight clearance facilities will
be provided for road freight at Ashford, about 12 miles from the UK terminal, and
inspection facilities for rail freight will be provided at Dolland’s Moor, adjacent to the
terminal.

_Rolling stock

The gauge of the railway track used in the Syztem wili be the same as that already used
in Great Britain and in most countries in continental Europe. The dimensions of the
rolling stock used for through rail services will be the same as those in Great Britain,
which are slightly smaller than those applying on the continent. The shuttle wagons
will be designed to operate only within the System and will be significantly larger than

the rolling stock used by the Railways.
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The Eurotunnel System cantinued

The Prime Minister of France annqunced on 9th Qctehser, 1987 that the French
government had decided to proceed with the creation of a highrspeed railway Jine
rorth of Paris, whigh will be connected to the System. This line, which the French
government intends should be open by the time the Eurotuanel System begins
operations, will also be linked, near Paris, t0 the existing high-speed railway line from
Paris to Lyon and that under canstruction to Bardeaux. A high-spsed railway ling 10
Strashourg is also under study by the French government, A high-speed sail network
hetween Paris, Brussels, Cologria and Amsterdam is under discussion, of which the new
French line would form part. Passenger traing would be able to travel at speeds of up
to 185 mph cn these lines, Although thera is no similar proposal in the UK, currently
planned improvements will enable traing to run at speeds of up to 100 mph to London,
At these speeds, and with purpose-built rolling stack, rail servicas betwien London ant
Paris and Londan and Brussels taking around 3 hours and about 2 hours 46 minuizs,
respectively, will be feasible.

if new track were introduced to provide a high.speed capacity on the UX side, so that
speeds between London and the tunnel could be increased, the Londan te Paris and
London to Brussels journey timas could be reduced to around 2 hours 35 minutes and
2 hours 15 minutes, respectively.

Safety and security

Safety and security considerations have been central to the overall design of the System
and the plans for its operation, Continuous monitoring and control of traffic and
security and policing at both ends of the tunnels and at the terminals are all provided
for in the plans for the System.

rhe proposed shuttle service, with drivers and passengers normally remaining with thair
vehicles, is similar in concept to services operated safely for more than 30 years by
Swiss raifways through alpine tunnels. The design of the System is being developed to
be inkerently safe by incorporating the folluwing key features:

— a separate running tunnet for trains travelling in each direction
— up-to-date signalling and control systems and central and in-cab communication

— a service tunnel, with access to the main tunnels at 410-yard in}ervals, available for
use for evacuation if necessary and supplied with clean, fresh air at a slightly higher
pressure than the main tunnels to exclude smeke or fumes

— locomotives at both ends of trains, each capable of hauling a train, thus reducing
the risk of total breakdown and enabling trains to be removed in either direction

- shuttles fitted with fire doors or fire curtains

— use of "non-fire-propagating" and “minimum smoke* materials in tunnel and shuttie
construction where practicab.a.

The Treaty provides for the establishment of a commission to ensure that the
requirements of the UK and French governments are met. Associated with this
Inter-Governmental Commission is the Safety Authority, which will advise and assist the
Inter-Governmental Commission on all matters conceming safety in the construction
and aperntion of the System. Several important aspects of the design of the System
and numerous detailed specifications will require the approval of these bodies.
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The Eurotunpel System continued

Services
provided

Sesvices for road vehicles

Road vehicles and their drivers and passengers will ke transpoeted through the twnnel
in shuttles made up of enclosed wagans which will e krightly lit and well ventilated.
Du'rmg; the journey, drivers and passengers will normally remain with their vehicles.
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Passenger vehicla shuttles will consist of either one or two rakes, each made up of
single- or double-deck carrier wagons with one loading and one unloading wagon, One
rake of double-deck wagons will carry up to about 100 cars and a rake of single-deck
wagons will carry about 50 cars or a combination of up to 12 coaches with some cars,
Freight vehicle shuttles will consist of a number of carrier wagons, each designed to
carry one fully-laden lorry, together with one loaaing wagon and one unldadir * -vagon,
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Tha Eurotunne] System continued

-

In the early years of qperation it is intended that passenger shuttles will fun
approximately every 12 minutes and {reight shuttles every 15 mirutes guring peak
periads, although the System will be capable of development to permit cperation at
greater frequencies. At other times, and under normal cperating genditions, the
departure schedules for shuttles will Jepend on demand; initiaily the scheduied intervals
between departures are likely to be 20 minutes for passenger shuttles and 30 minutes
for freight shuttles. The minimum service which will be provided will be one passenger
and one freight shuttle per hour through the night. There wili be no nead for prior
backing or prior payment for either passenger of normal freight services,

Fassenger vehicles

Cars are expected generally to take about 15 minutes to pass through the toll booths
and any frontier formalities of the two countries. Car and coach passengers will be able
to visit the terminal‘s shopping and service area before driving onto a shuttla at one of
the platforms. After the journey, which is expected to take approximately 33 minutes,
vehicles will usually be able to drive directly off the shuttle and out of the terminal as
both Briltish and French frontier formalities will have been carried out st the departure
terminal.

Freight vehicles
Freight vehicles will be separated from other vehicles passing through the terminals,

Clearance by UK customs of lorry cargoes ieaving the UK will normally take place at a
new freight clearance depot to be built and operated by Eurotunnel at Ashford in Kent,
but may take place at other clearance depots around the country. The Ashford depot
will also be open to non-tunnel traffic.

Lorry cargoes leaving France will generally have been cleared by customs before reaching
the terminal, but a new freight clearance depot adjacent to the French terminal will be
built and operated by Eurotunnel for cargoes requiring clearance there.

In all cases, drivers and lorries will be required to go through the relevant UK and French
customs transit procedures at their departure terminal,

Through rall services

The Railways have announced that they will act together to develop through passenger
services between tha UK and France and other destinations in continental Europe. They
currently anvisage providing the following services:

— hourly or more frequent train services during the day between London and Paris and
batween London and Brussels, as vell as services to other destinations. Some of
these trains will stop at Fréthun near the French terminal, and at Ashford in the UK
where connections with other services from the UK network will be made

— through rail services between cities other than London and cities in contingntal
Europe

— sleeper services over lenger distance routes between cities in the UK and continental
Europe
»

— direct freight trains between centres in the UK and continental Europe.

Rail freight services will generally operate during off-peak periods so that at peak times
maximum capacity will be available for shuttles and through passenger trains.

Customs and imwmigration checks for the UK and France will be carried out gither on
hoard the trains or at the international passenger stations at Waterloo, Ashford and
the Gare du Nord. Frontier controls on board trains are already commonplace in
continental Europe.

19




Tha Eurotunnal System gontinuad |

Capagity

Construction

e ———

The capacity provided at the time of the cpening of the System will be syfficient 10
dea! effectively with the expected demand, It ig intended that revised market studies
will be carried out in 1990 on the basis of which, taking inta account otber factors
including the effect of tariff policy on the spread of peak demand, the nymber of
shuttles required a 1992 will e decided, The construgtion contract provides for nine
passerger &% nlagireight shutthes 1o be purchased prior to the System opening and it
hasbeen assurnad for the purpose of the financial projections that six addisional shuttles
will be purchased, two i~ 1994, two in 1998 and two in 2003. If, as the Directors
cansider { .ely it is decided to increase the number of shuttles available in 1893, the
costs invalved would not have any material effect on the estimated ¢onstruction costs
or the financial projections set out below

The initial capacity of the System will be 20 *standard paths® per hour in each direction,
A *standard path® is the movement of a shuttle travelling at its normal planned speed
thraugh the tunnel; principally because of the differing speeds at which traffic will pass
through the tunnel, a somewhat fower number of train movements per hour will, in
practice, be feasible, It is intended that, after the opening of the System, the necessary
improverents will be made to increase capacity progressively to a maximum of 30
standard paths per hour in each direction. The estimated cost of these improvemants
is included in the financial projections.

Half of the System’s capacity is contracted to be made available to the Railways. More
than half the System’s capacity may, in practice, be available for shuttles, depending
upon the extent of the Railways' usage at the time. Operations will be planned to
integrate efficiently the scheduling requirements of Eurotunnel and the Railways and
to provide flexibility to accommodate short-term fluctuations in demand as wigil &s the
longer-term evolution of travel patterns,

During 1993 a peak of some 200 movements per day in each direction is expected,
representing an average of one shuttle or through train in each direction about every
seven minutes.

The planned increases in capacity and methods for spreading demand such as tariff

“ policy, as well as efficient integration with the Railways, are expected to result in the

capacity available being increased in later years to provide a margin over the demand
projected in this document.

Geology and construction methods

The geclogy'of the tunnelling route is well understood and recent testing has confirmed
the previous main conclusions. New geological and geotechnical investigations and
testing have been carried out both on land and in the Channel and extensive existing
data have been reassessed. Particular attention was given to those lengths of tunnel
where the potential for faulting and fissuring was greatest. The main programme of
these studies was carried out jointly by the Bureau de Recherches Géologiques et
Miniéres (8.R.G.M.) and Mott, Hay & Anderson.

The route and alignment of the tunnels have been planned so that 90 per cent. of the
undersea section is expected to be bored within the most favourable geological layer,
consisting of chalk marl, which is virtually impermeable and generally considered ideal
for tunnelling. In this secticn, the thickness of cover above the tunnels will normally be
130 feet and will nowhere be less than 60 feet. The service turinel will be bored ahead
of the main tunnels and probing will be carried out ahead and to the sides to confirm
the nature of the tunnelling ground. Where fissures are encountered, the ground will
be injected with a mixture of cement and clay. The only significant stretch of difficult
ground conditions is expected to be encountered near the French coast where the
tunnels will pass through a length of water-bewiing fissured ground which will be bored
using tunnelling machines specially designed to cope with these conditions. The tunnels
will be lined with concrete or cast iron according to ground conditions
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The Eurotunnsl System continued
Whilst the undertaking of a tynneliing project of this nature regessardy involves centan
construgtion risks, the techniques 10 22 used Tor tunnelling are well proven and have
been amployed, for example, in the constryction of the jubiiee and Victoria lines of the
London Underground system. The average tunr~lling rates envisaged are well below

the tunnel boring machines* performance capabilities and are considered conservative
for the expected ground conditions.

The construction contract

A joint venture of ter major construction companies is under cantract to Eurotunnel
to design, construct, test and cormission a system in accordance with specified
parformance requirgments.

The ten companies are:

Balfour Beatty Construction Limited Société Gérndrale d'Entreprises S.A,
Bouygues S.A, Sple Batignolies $.A.

Costain Civil Engineering Limited Tarmac Construction Limited

Dumez S.A, Taylor Woodrow Construction Limited
Saclété Auxiliaire d'Entreprises S.A, Wimpey Major Projects Limited

The contract provides financial incentives for the Contractor to complete the tunnels
under budget and financial penalties if they are completed over budget c7 late. It
also provides financial penalties if the Contractor completes the System late. This
arrangement is designed to encourage the cost-effective completion of the System on
time.

Further informaticn regarding the construction contract is given below under the
heading "Legislative and contractual arrangements®,

Monitoring

Eurotunnel has appointed an independent organisation to monitar the design,
development and canstruction of the works and to advise on techni¢al and other
matters. This organisation, known as the Maitre d'Oeuvre, is a joint venture between
two firms of consulting engineers (WS. Atkins & Partners and Société d'Etudes
Techniques et Economiques), with two sub-consultants (Sir William Halcrow & Partners
Ltd. and Tactionel Electrobel Engineering). It is responsible to Eurotunnel, tha
Inter-Governmental Commission and the lending banks for advising on all aspects of

" the construction contract.

Monitoring by the Maitre d'Oeuvre includes detailed scrutiny of the actions of the
Contractor and verification that the works are being carried out by the Contractor
according to budget and programme, as wall as to the standards of safety, quality and
performance required by Eurotunnel undcr the contract.

Construction programme

As required by the construction contract, the Contractor has developed a detailed
working programme providing for completion of the works and testing of the System.
The timetable to the expected start of operations is as follows:

December 1987 Main construction begins

1988-1991 Boring of tunnels

Autumn 1980 greakthrough of the senvice tunne!

Summer 1991 Bréakthrough of the main tunnels

19901992 Fitting out of the tunnels

Autumn 1992 Commissioning of railway ard other equipment
begins, followed by a peried of operational trials

May 1993 System opens
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insuranca

Financing

raquiremant

The Contractor was given the order t¢ start design and construction wark in May 1986
and is required to deliver the completed System by May 1993, Work to date has been
concentrated on design development studies, geological surveys and the design of the
tunnels, terminals, ralling stock and fixed equipment,

in addition, the UK tunnel linings plant is now in operation. A similar facility in France
and the access shaft for tunnelling at Sangatte in France are nearing completion, The
arection on site in the UK of a tunnel boring machine for the service tunnel will soon
be completed. Orders and sub-contracts have been placed with a yalue of over £200
million and more than 1,800 people are currently engaged on the project,

Certain operations are behind schedule, The view of the Maitre d'Oeuvre is that the
project is currently about three months late and that the working programme would
preseditly indicate a maximum delay of not more than five months in the completion of
the Systemn, However, the Maitre d'Qeuvre has indicated that, provided the necessary
steps are taken, the time lost can be recovered and the System completed on time.

Euratunnel and the Maitre d'Oeuvre are discussing with the Contractor improvements
to those parts of the warking programme which are capable of sccelerating overall
progress. The Directors believe and fully intend that the projected openicig Jate of May
1043 will be achigved. .

-

Eurotunnel will be covered by the insurance usually effected in relation to construction
projects, or required by UK or French law Eurotunnel is required by the terms of the
Concession to maintain insurance (to the extent available at reasonable cost and not
covered by self-insurance approved by the Inter-Governmental Cammission) against
physical loss or damage to the System, delay in start-up or any interruption to its
operation resulting from such loss or demage and for third party gezih, injury or damage
to property. .

in respect of the preliminary works, insurance is already in force. Agreement has been
reached with underwriters for insurance for the construction phase, which will be put
in place following the issue. The amount of this insurance is to be as follows:

Physical loss or damage £500 million
Delay in start-up arising through physical loss or damage £250 million
Third party liability £100 million

The risks insured will include flooding, fire and ground collapse. The delay covered will
be 3 maximum of 11 months; a substantial part of this risk will be borne by Eurotunnel.

Prior to opening Eurotunnel will seek insurance for the operational phase. Although it
is not possible to obtain firm commitments from underwriters so far ahead, the Directors
have no reason to believe that in the absence of significant change in insurance practice
or a significant reduction in market capacity such insurance will not be obtainabte on
commercially acceptable terms.

Eurotunnel’s financing requirement up to 30th June, 1993 will inciude all construction
and overhead costs to be incurred during the construction phase as well as financing
costs.

Total financing requiremant
The table below summarises the estimated total financing requirement:

C million

Construction costs {at July 1987 prices) 2,788
Corporate and other casts (at July 1987 prices) 642
Pravision for inflation 469
Net financing costs 875
Total 4874
A




Finaneing

The Eurotunnae! Systerm continuad
Construgtion Costs

Ihlie major items of construction expenditure {at July 1987 prices) are gstimated as
ollows:

£ millign

Tannels, tunnet linings and other underground structures {target works) 1,367
Terminals, fixed equipment, tunnel cooling

and automatic control systems (mainly fump sum items) 1,169

Shuttles, locomotives and other procurement items 252

Total 2,788

SRR

For the target works, the Contractor is reimbursed by Eurctunnel for actual costs
incurred and, in addition, is paid a fee. There is provision for subsequent adjustment of
these amounts if the actual cost differs from the target cost. The lump sum works will
be paid for by Eurotunnel without adjustment for the actual cost incurred by the
Contractor. The Contractor will award sub-contracts for the procurement items, which
will be subject to Eurotunnel’s approval and for which Eurotunnel will pay the actual
cost plus a fee, The amount shown for procurament items is the sum provided in the
construction contract for the cost of the items concerned and the associated fees.

Corporate and other costs

The ¢corporate and other costs of £642 million include management, operational and
administrative expensas to be incurred by Eurotusinel prior to the start of operations,
They also include provisional sums to cover expected additional project costs,

Net financing costs

Net financing costs represent interest paid (net of interest earned) and bank fees,
calculated on the basis of the assumptions described below under the heading *Financial
projections”.

Eurotunnel will incur costs primarily in € and FRF and the financing programme has been
designed accordingly. To meet the estimated total financing requirement and to provide
an appropriate margin Eurotunne! has arranged finance as follows:

€ million £ million

Equity— already raised 253

~ t0 be raised through the Issue 770

Total equity 1,023
Credit facilities— main 4,000
— standby 1,000

5,000

Total financing 6,023

L - o]

Notas:

1. Funher amaunts of equity finance are expected to be raised through the exercise of warrants For the purposes of
the financial projections in this document, these amounts are astimated as £101 midlion in Novernber 1992, £52 rullion
in December 1394 and £25 millicn n June 1995,

2. Thacredit facilities consist of £2,600 million, FRF21,000 million and USS450 miltion The references n this dosument
ta the total cradit facilities are calculated using rates of FRF10=E1 and US$1.50=E1,
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The Eurotunnel System continuad e

The total of equity and credit facilities shown abave is approximately £1,150 millign
more than the estimated total financing requirement of £4,874 million. This margin has
been arranged 1o cover any costs not included in the current cost estimates which may
arise from unexpected increases in, for example, financing costs, construction costs or
inflation. The Directors, having consulted the Maitre d'Oeuvre, believe that 10 percent

of the construction costs (€279 million) would be a reasonable allowance, given the
current status of the project, for the possible impact of unforeseen circumstances on
construction costs,

In the opinion of the Directors, taking into account the proceeds of the Issue and the
credit facilities, the funds available 1o the Group will be sufficient to enable it to
complete the project and to provide the necessary working capital.

The Credit Agreernent

It is a condition of the Cradit Agreement that total expenditure exceeds £700 million
before loan drawdowns can begin. It is expected that the first drawdown will be made
in the last quarter of 1988 after the majority of the proceeds of the issue have been
applied in making payments under the construction contract and meeting corporate
costs.

The ¢onditions attached to the Credit Agreement are stringent, as is to be expected in
the case of such a major project financing. They include undertakings regarding the
development of the project and the supply of information. Breaches of these conditions,
including the cover ratios referred to below, which could arise from unexpected adverse
circumstances beyond the control of the Directors, would entitle the banks to refuse
to make advances and could therefore resuit in finance for the project not being
available. These conditions enable the banks to manitor the prograss of the project and
the expected cash flows and to exercise control over the project in the event of any
significant adverse developments,

A number of these conditions are summarised below under the heading “Legislative
and contractual arrangements”. They require, inter alia, the satisfaction of cover ratios
derived from “banking cases”, which will test the ability of projected cash flows to
repay the loans within their maturity periods. These banking cases will be prepared
from time to time, and at least semi-annually, by the lending banks after consultation
with Eurotunnel, applying assumptions incorporating the latest tratfic and revenue
projections of Eurotianel’s consultants or, it the lending banks so require, their own
consultants. In the ibsence of agreement, the lending banks may in most casas,
determine the assurnptions themselves.

@e current banking case, prepared as at 30th June, 1987, differs from Eurotunnel’s

ancial projections set out below principally in that the banks have assumed lower
revenues (lower, for example, by 15.6 per cent. in 1994 and by 4.2 per cent. in 2000),
in particular as & result of assuming lower air fares and a two-year delay in the
introduction of high-speed train services. The costs assumed were £75 million lower
(at July 1987 prices) than Eurotunnel's estimates in respect of provisional sums but the
banks have also assumed a later opening date (1 5th November, 1993), with a consequent
increase in financing and other costs assumed to be incurred before opening.

The assumptions then applied by the banks dv not necassarily reflect the likely outcome
of the project and are, overall, regarded by the Directors as toc conservative. The
banks’ assumptions as to revenue were made before the decision of the French
government about the high-speed railway riorth of Paris, This decision gives the Directors
confidence that high-speed train services will be introduced from the time of opening
of the System.

24



Ebaad
Sticky Note
Important


The Eurotunnsl System continued

The ratios calculated from this banking case shawed g margin over the mumaym level
vihich wouyld entitle Eurotunnel 1o borrow under the Credit Agreement. This margin
can be demonstrated by tesung the limits to which certain specific assumptions then
made by the banks could have been varied withaut breaching the cover ratios. For
example, provided the other assumptions then made remained unchanged, any of:

(3) adelayin opening of up to 14 months {until July 1934); or

(b) a reduction in revenues of up 1o seven per cent. below those in the banking
case (which, as described above, were already materially lower than Eurotunnel’s
projections); or

(¢) an increase of costs by up to £375 millien (being an increase of £218 million in
the canstruction costs then assumed, which did not take account of the £75
million referred to above, plus related inflation and financing costs)

would not by itself have led to a breach of the cover ratios.

These illustrations have been based on the banking case prepared as at 30th June, 1987,
but the banking cases which will in fact determine Eurotunnel's ability to make drawings
under the credit facilities will be prepared from time to time on the basis of revised
assumptions, reflecting the progress of the project and including, for example,

upsa.date revenue {orecasts,

The Directors expect that, in the absence of unforeseen devefopments, Eurotunnel will
be able to make drawings under the Credit Agreement as and when raquired for the
purposes of the project.

Other financing

Use will be made during the construction period of lease and bond finance supported
by letters of credit available under the credit facilities, if a lower cost than for advances
under the Credit Agreement can thereby be obtained, and of arrangements designed
to limit the cost of future increases in interest rates. No account has been taken of the
benefits of the use of such finance in estimating net financing costs.

Eurotunnel intends that when the System is operational it will, subject to satisfaction
of the relevant conditions imposed by the Credit Agreement, refinance the facilities in
otder to increase the amount of cash available for the payment of dividends to
Unitholders. An assumption that such refinancing takes place batween 1995 and 1998
at lower interest rates than under the credit facilities has been made for the purposes
of the financial projections.

Use of proceeds

The net proceeds of the Issue, which are estimated to amount to approximately £702
million, will be uséd to repay in full the borrowings made under an interim loan facility
(signed in August 1987 to cover expenditure un.il the Issue) and thereafter to meet
construction and other costs. Pending application for these purposes, trey will be
placed on short-term deposit or invested in suitable banking instruments or marketable
securities. '
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CUMULATIVE POPULATION WITHIN SPECIFIED DISTANGES FROM THE CHANNEL TUNNEL

Sourca; Eucatuncel’s traffic and revenue consultants
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Tha cross-Channael Eurotunnel wilibe entering and co~neting in the established and growing cross-Channel

mariot

— 4

market in four principal sectors: passengers travelling with vehicles, rosd freight
vehicles, passengers travelling without vehicles by sea or air and rail freight For
forecasting purposes this market bas been defined as being essentially alt passenger
and freight trips (excluding bulk fuel) between Great Britain and western continental
Europe, excluding Norway, Sweden and Finland, using ferry hovercraft, jetfoil, train or
aeroplane and, from 1993, Eurotunnel's shuttles,

Eurotunnel has retained three independent firms of traffic and revenue consultants
(oRTEC Economie and Wilbur Smith Associates in associatien with Alastair Dick &
Associates) to assess jointly the likaiy future demand for the System and revenue during
the Concession period. Their most recant report, on which information in this document
has beer based, is dated 24th July 1687,

Cross-Channel passenger and freight traffic has grown substantially over the last 20
years, The traffic and revenue consultants’ analyses of the various factors promoting
this growth (including the effects of the UK joining the European Community in 1973)
indicate that this growth is likely to continue. There has also been a long-term trend
towards the concentration of ferry passenger traffic on the Dover-Calais route,
principally due to the increased frequency of sailings and improved quality of ships and
on-be. ervices, as well as the completion of the M25 motorway around London,
The D¢(.2)-Calais route more than doubled its share of ferry passenger traffic from 19
per cent, 1n 1975 to 42 per cent. in 1986.

In 1985 approximately 48 million passengers and 60 million tonnes of freight (excluding
bulk fuel) crossed the Channel between destinations in the UK and continental Europe.
20 rnillion passengers (42 per cent.) used services provided by ferry operators, and of
these, 7 million (15 per cent.) travelled with a car. Of the 28 million passengers (58 per
cent.) who travelled by air, 6 million (12 per cent.) were travelling between the UK and
France, Belgium, Luxembourg and the Netherlands. These are the air routes from which
Eurotunnel is expected to attract significant proportions of traffic. Most of Eurotunnel's
freight traffic is expacted to be non-bulk (i.e. road-based, rail wagon, container and
new vehicle traffic). In 1985, this category accounted for 27 million tonnes of freight
(45 per cent. of total cross-Channel freight traffic).

Eurotunnel’s traffic and revenue consuitants have estimated thai in 1533, wnen the
System is planned to become operational, the cross-Channel market will have increased
to approximately 67 million passangers and 84 million tonnes of freight. Their forecasts
for 2003 and 2012 are approximately 54 million passengers and 123 miilion tonnes of
freight and 119 million passengers and 170 million tonnes of freight, respectively
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Revenuas and costs continued

CompatiRlve
aciantagas

T T

Eurqtunnar’s sarvices will have a number of advantages which are expected 19 enakle
it to obtain a significant share of the cross-Channel matket,

Reliability

The services provided by Eurotunnel will be less vulnerable to sdverse weather
conditions than the hovercraft, ferry and air services, Tha risk of jnconvenience and
delay caused by such conditions will be substantially reduced by the use of the System.

Fragquent service

The shuttle will provide a raund-the-clock service with frequent departures and no
requirement for advance booking. The service will give passengers and treight operators
greater flexibility in making their travel arrangements.

Travelling time
Shuttles

The overall journey time will be considerably shorter than by hovercraft or ferry. The
shuttle journey itself is expected to take approximately 33 minutes,

The chart set out below, which is based on figures estimated by the traffic and revenue
consultants, compares the shuttle journey time with that of ferry and hovercraft services
batween Daver and Calais, frum & common point on the M20 motorway in the UK to
a commor: £oint on the A26 matorway in France, threugh which points the majority of
road trat” .3 expected *3 ass. In addition to the time required for formalities, loaging
and urxsading and crossing, it assumes that travellers st aside a contingency time to
ensure that they arrive in time for the scheduled departure of the ferry or hovercraft,

HAURS £.00 1.08 2.0 3.88
i Pl 1

Novacralt

Overull jeurney tirs: England te France
{ ] Crossing ckvw
B memaining journcy tma
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Revanucs and costs continued

Traffic foracasts
and tariffs

Through traing

Through trains are expected to gnable passengers 1o travel between cantra! London
and central Paris in around 3 hours and between ¢entral Londen and central Brussely 0
abeyt 2 hours 40 minytes, times which are competitive with air services. Qn these
routes, through trains are also expected 19 be competitive in terms of price with ar
serviges. The rail journgy will be convenient, avoiding the need 1o travet 1o and from
airparts, which are ysually igcated away from city centres, and enabling those traveting
between city centres to use a single mede of transport for tha whole journey The chart
set out below based on figures estimated by the traffic and revonue consuitants,
compares travel times betwgen the city centres of London and paris.

HOURS 0.08 (88 e.af 3.08
. vl bl

Eurctmnal and
high=spoad truln

»
T

i

. Cvarall journay tima: Londen to Pari
57 rawvAl oraved tima
7] City contre tofivom slecreX

The above comparisons rhake no allowance for the possible effects of adverse weather
conditions on travel by ferry, hovercraft or aeroplane.

In general, the saving in time for freight carried by through train is expected to be
significant,

Basls of praparation

The iraffic and revenue consultants have developed computer models based on a

detailed analysis of traffic volumes for the cross-Channe! matket from 1964 10 1985,

and the results of specially-commissioned surveys, including data for 1986. These

models have been used to estimate:

(3) the future cross-Channel market, including some allowance for traffic created by
the existence of the System,

(b) Eu:’otunnel's market share, by allocating demand by routes and modes of transport
an

(¢) Eurotunnel's revenues, on the basis of the projected shuttle tariffs and the charges
contained in the railway usage contract and incorporating an estimate of revenues
from ancillary services.

The revenue figures used in the financial projections are derived from the traffic and
revenue consuitants’ estimates, modified to reflect the partial year of operation in
1993, and incorporate Eurotunnel’s assumptions on inflation set out below under the
heading "Financial projections”.

The reference years used for the traffic projections are 1993, 2003 and 2013, and
revenue figutes for intermediate and later years set out below have been derived by
interpolating and extrapolating the traffic projections between and beyond these
reference years. Revenues from ancillary services are estimated per shuttle user and
applied to forecast traffic levels, with the addition of an estimate of revenues from
other sources such as ¢able conduit rentals.
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Shiw of merked and market share

Analysis of past trends in gross-Channel traffic valumes indicates that gross Jomestie
product and cansumer expenditure per head in the relevant countiies were the majer
variables affecting market growth. Growth in UK grass domestic produgt is the most
important of these variables as it is the key explanatory factor bath for ¢ross:Channgl
passenger trips by UK residents (which constituted some two-thirds of that market
sector in 1985) and for imports to and exports from the UK,

In the-farecasting made!, the rate of UK gross domestic produet growth has been
assu @ be 2.15 per cent. per annum from 1985 to 2003, and 2,00 per cent. from
2003 1o 2013, with corresponding annual rates of growth of UK consumer expenditure
per head of 2.05 per ¢uit, and 1.90 per cent. for the extrapolation, The historical
growth in gross domestic product from 1960 to 1985 was 2.25 per cent, per annum.
Assumptions have also been made of growth rates in France and other countries, For
the extrapolation after 2013 a decreasing growth rate in traffic volumaes, declining to
zero by 2042, hss been assumad.

The choi¢e of method angd route of travel depends on the traveller's perception of a
number of facters, including total cast, travel time, frequency, comfort and reliabilit

of services. The traffic and revenue consultants have assumed that travellers inI
endeavour to minimise their total travel time and cost and that Eurotunnel will therefore
attract traffic from other carriers to the extent of its competitive advantages in these
areas. Their models do not take into account the additional competitive advantages

which Eurotunnel believes it will have in terms of comfort and reliability.

In addition to traffic diverted from other methads of travel, the existence of the
Eurotunnel System is expected to create new traffic, increasing the size of the total
markat. This created traffic is expected to arise from a number of sources, intluding
the frequency and reliability of travel through the System and reductions in journey
time, real reductions in tariffs, a reduction in the *frontier effect” leading to a greater
nuraber of cross-Channel trips and commercial development resuiting from the
existence of the Syster.

The traffic and revenue consultants have estimated the size of the total market
(including an element of created traffic) in the reference years, and Eurotunnel's
expected share of the market, as follows:

Passenger traffic {million trips per annum)
Actual Forecast
1975 1985 1993 2003 2013
Projection of existing market 257 481 843 881 118
Traffic created by the existence

of the Systemt — — 2.8° 5.5 6.8
Total passenger market 25.7 484 67.1 93.6 1187
b ARG DERCN ] | errmprim—, 1
Projected Eurotunnel traffic — - 29.7* 385 46.6

Average annual growth rate
of total passenger market 65% 4.2% 3.4% 2.4%

* gtated as for full year of operation.

t the figures in the above table for created traffic include the projected traffic tesulting from the real reductions in
travel costs and ume but only 50 per cent, of current estimates of traffic created by the other factors referred 10
above,
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Ravenues and costs continued

T

The shrough rail services which will be available after the Jystem opens are expested
1o attract from cempeting seryices mare 1han 99 per ceat. of foot passenges traveling
by sea (i.e. those unaggompanied by a vebicle), 30 per cent. of goach passengers {with
afurther 51 per cent. continying 1o travel by coachtutusing Euratynnel's coach shuitie)
and 15 per cent. of air passengers. Shuttle services are also expedted 10 ATLrAcy Morg
than 63 per cent. of cruss-Channel car passengers.

If new track were ta be introduced to provide a high-speed capacity within 1hg UK, ihe
rasulting time savings would further increase the competitiveness of the rail service
through the System and could be expected to result in additional traffic which 15 noY
takan into account in the financial projections in this document,

Fraight traffic (millior: tannes per annum)
Actual Forecast
1975 1985 1993 2003 2013
Projection of existing market 37.2 604 844 1221 1698
Traffic created by the
existence of the System? — - — 0.5 0.6
Tota! freight market 37.2 604 844 1226 1704
WA —— [ E N

Projected Eurotunnel tralfic o n 14.8* 211 27.8

Average annual growth rate of
total freight market 5.0% 43% 38% 33%

* srated as for full year of operation.

t the figures in the above table for ereated tratfie include only 50 per cent, of Current estimates of trattic created by
the factins referred to above.

Freight shuttles are expacted to attract just under a quarter of road-based freight in
1993 after the System copens. However, some of the existing road-based traffic is also

expected to transfer to through rail services, whichare in addition expected to capture
37 per cent. of rail wagon, contairer and naw vehicle delivery traffic.

It has been assumed by the traffic and revenu2 consultants in the preparation of the
above projections that, whilst the ferries will improve their setvices over time, there
will be no such improvements in Eurctunnel’s service. it has also been assumed that,
3% incomes increase, travellers will valua time savings relatively more highly and may
therefote make certain journeys by air. The decline in market share which appears from
the above tables is substantially attributable to these assumptions. While the Directors
belisve that the adoption of conservative assumptions is appropriate in preparing
projections for presentation in this document, they fully intend that improvemeris o
Eurotunnel’s service will be made with aview to maintaining, and if possible improving,
its market share. in addition, the Directors intend that Eurotunnel will pursue commercial
policies aimed at maximising the growth in traffic and profits over the life of the
Concession.




Revanues and costs continuad

Ravanues

Tariffs
Shugtle/ferry
The traffic and revenye consultants kave construsted g mods! based on the cost

swructure of farry operatians 10 examing the competitive steategies avatlable 10 ferry
operatars. Using this madel, the consuitants have concluded that tanifs on the key
Dover-Calais ferry serviges in 1993 would be reduced in response 10 competition from
Eurotunnel, and could te as much as 20 per cent. lower for freighg and 5 per cent.

lower far passengers in real terms than their 1986 values,

The following table compares the estimated average tariff for a cross-Channal tiip 0
1986 with that which the traffic and revenue consultants have estimated wouid be
charged for either a farry or a shuttle in 1993 if Eurotunnel’s average tariffs were the
same as ferry services on the Dover-Catals route. Al $ariffs are in July 1987 priges.

Ferry or

Hovercraft Ferry shuttle

1986 1986 1993

£ £ £

Car and occupants (average 2.55 occupants) 64.60 §8.70 55.80
roll-an, roll-off (per freight vehicle, average load

11.7 tannes) — 147,70 118,20

Through traln/air

The traffic and revenue consultants forecast that, as a result of liberalisation of
requlations governing air services and compatition from through rail services through
the System, average fares paid by cross-Channe business travellers wili fall by five per
cent. in real terms compared with 1986 lcvels. They also consider that the introduction
of the through rail services in 1993 will cause a further reduction in real terms of 15
per cent. on London-Paris fiights and 20 per cent. on London-Brussels flights.

The following table compares the astimated average tariff fora London.Paris air trip in
1986 with the estimated tariffs for ar Al trip and for a through train trip in 1993,
aithough through train tariffs will be determined by the Railways. Al tariffs are in July
1987 prices.

Through

Air Air train

1986 1993 1993

£ £ £

Business 80.00 64.00 39 50
independent leisure 52.10 49,50 23.90
inclusive tour 37.00 37.00 14.40

Eurotunnel’s operating revenues will arise from three sources:
— shuttle tariffs

— railway usage charges and contribution to operating costs relating to through trains,
agreed for the whole of the Concession period and governed by the terms of the
railway usage contract

- ancillary revenues, including caterirg, duty-free sales (if still permitted for travel
within the European Community) and payments inrespect of the use of the tunnel as
a conduit for cables (subject to the approvalof the inter-Governmental Commission).
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Operating costs

Future capital
exponditurs

Revenues and costs continued

The railway usage charges comprise 3 fixed annual ameunt togather with 1olis
dependent on traffic levels and are (sq long as the Jystem i fully avalable 1o the
Railways) subjest 1@ a guaranieed minimyr monthly payment in each of the fist 12
years of operation, regardless of traffic. It is estimated thay the miniwum gaarsntged
payments made by the Railways weill amaunt 1o just over £9 millicn per memth. 1
addition, the Railways have agreed %o bear the proporticn of Eurotunnel’s Operating
costs atwributable to thraugh trains.

In estimating the potential ancillsry sources of revenue, the traffic and revenue

consultants have assumed net revenue from shuttle passenger-related sources of £2.08

per passenger in respect of duty-free sales and £0,62 per passenger in respect of sales

thraugh other facilities at the terminals (each at July 1987 prices), In addition, their

fgﬁegast inc;udes ancillary revenue from other sources of £5.1 miltion per year {at July
prices).

The total revenues which have been estimated for 1993, 1994, 2003 and 2013 (at Wiy
1987 prices) are summarised in the follawing tables agcording te source of revenue:

1993 1994 2003 2013

£ millien £ million £ mitlion £ million

Shuttie 182 265 M 402
Railway 14) 216 249 270
Anciliary 3 44 56 64
Total at july 1587 prices 354 525 646 736
P T IR [

Passenger 240 346 414 456
Freight 83 135 176 216
Ancillary 31 a4 56 64
Total at July 1987 prices 354 525 646 736
TR SRR WAL | - e ]

Note: Figures fur 1692 represent trading from Aay to December.

Eurotunnal’s operating costs are estimated to be 19 per cent. of revenues during the
first tan years of operation. Itis expected that it will have low marginal costs associated
with handling additional traffic. This will give Eurotunnel greater commercial flexibility
than its competitors in coping with increases in demand and should mean that a higher

propartion of any additional revenues would be reflected in increased profitability.

Capital pxpenditure will be incurred after the start of opet_ations'in respect of
replacement of assets and of new equipment to meet increases in traffic demand.

Costs associated with the replacement or refurbishment of items such as mechanical
and electrical equipment used in the System and shuttles and locomotives have been

included in the financial projections based on asset lives, estimated, where appropriate,
on the basis of usage implied by the traffic forecasts.

As noted above under the heading "Capacity”, additional capital expenditure onshuttles
and fixed equipment for the System is expected to be incurred during the operating
phase in order to meet projected increases in sraffic. The financial projections reflect
the effects of such additional capital expenditure.
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Profit projections

Eurotunne! has macdg projections of the results of operating the System whigh are set
out below in the section headed *Financial projections” and which have been prepared
on the bases and assumptions described in that section, The revenues included in the

projections are based on those forecast by the traffic and revenue consuitants, adjusted
for the assumed inflation rates.

The projections show the first profit from operating the System arising in respect of
the year ending 31st December, 1993, the year in which operations are expected to
begin. & summary of the projections is set out below.

199341998
Year ending 31st Decembey, 1993 1994 1995 1986 1997 1998
£ rillion € milion £ milion £ million £ million £ millien
Turnover 488 762 835 908 886 1,072
Profit before taxation 70 108 199 273 350 422
Profit for the year available for
distribution 62 88 158 217 277 328
Dividends—total - 149 169 217 277 328
—per Unit — £0.39 £0.44 €056 £0.71 £0.85
Later years
Year ending 31st December, 2003 2013 2023 2033 1041
£ milion € million £million Emition £ rillion
Turnover 1,586 3,236 6,184 11,356 17,824
Profit before taxation 927 2,410 4,879 9,152 14,453
Profit for the year available fur
distribution 566 1,476 2,985 5,605 8,880
Dividends—total 566 1,476 2,986 5605 8,880
—per Unit £1.46 £3.80 £7.70 £14.44 £22.88

Note: the abave projections incormperate assumed inflation as descritad below

All cosss incurred, directly or indirectly in the design and comstruction of the System up 10 the start of opevations will
be capitalized, The figures for 1993 represent trading only from the opanirg date in May to Dacember. Dividends in
respect of 1994 and 1995 includa the distribution of reservas carried forward from aadier years.

Infiation

The inflation zszinotions included in the above projections are set out below under
the heading “Finar-<ial projections”. On the basis of those assumptions, £1 in july 1987
is approximately equivalent to the following:

1994 1998 2003 2013 2023 2033 2041
£1.45 £1.83 £2.45 £4.38 £7.84 £14.05 £22.39

Although dividing the projected figures by these values does not give the same result
as if no inflation had been assumed in the projections, it does provide an qpprpximate
equivalent in July 1987 prices of the figures shown. On this basis distributable
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Profit projections continued

profits show significant reai growth from £61 million in 1934 to £179 million in 1298
and £337 million in 201 3. The traffic and revenue consultants have extrapolated their
projections beyond 2013 on the basis of a decreasing growth rate in traffic volumes
which declines to zero by 2042; nevertheless, this resuits in a further real increase in
distributable profits to £399 million in 2033.

The sensitivity of these projections to variations in certain key assumptions, including
the assumptions for inflation, is shown below under the heading “Financial projections”.

The financial projections have been prepared for illustrative purposes. They relate to
~ petiods up to 55 years ahead and do not constitute a forecast; they will be materially
affected by changes in economic and other circumstances. While the Directors consider
that the assumptions on which the projections are based are reasonable, it must be
recognised that the reliance to be placed on them is a matter of judgement,
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Returns for investors

Dividands

Returns
for investors

New Warrants

-

The .Direc’mrs intend that substantially all of EeLc's and Esa's available distributable
prafits will be paid out 25 dividends. On the basis of the financial projections set out
in this docurment. it is expected that the first dividends will be paid in 1995 in respect
of the year ending 31st December, 1994.

The develcpment of Eurotunnel’s business can be divided into two periods:

— the "start-up” period, namely the period of construction and initial operation up 10
mid-1995, when the first dividends are expected to be paid. By this time there
should be some two years' experience of actual traffic and operating costs and the
construction costs should have been very largely determined

~ the main operationa! period from mid- 995 until the expiry Jate of the Concession
in 2042.

During the start-up pericd, any return to investors would arise from increases in the
market value of Units and New Warrants. The return 10 an investor until the end of the
start-up period will therefore depend on market prices at that time. These prices are
likely to be affected by such matters as the successful completion of the System, the
initial levels of traffic through the System, the approaching payment of and value of
expecied future dividends and prevailing yields on comparable securities, as well as by
stock market conditions generally.

Eurotunnel’s traffic and revenue consultants have forecast that, during the 48-year
operational period of the Concession, traffic volumes will continue to grow. The
Directors intend that Euratunnel will pursue commercial policies aimed at maximising
the growth in traffic and profits. 8ased on the traffic and revenue consultants’ forecasts
the financial projections show substantial and growing dividends. for example, the
dividends per Unit (excluding the associated UK and French tax credits) shown in those
projections are as follows:

1994 1998 2003 2013 2023 2033
Dividends per Unit £0.39 £0.85 £146 £3.80 £7.70 f14.44

Average annual rate of
dividend growth 21% 11% 10% 7.3% 65%

The value in mid1995 of all the dividends per Unit over the 49.year period of the
Concession, if discounted to that date at an annual rate of 12 per cent,, would be £24
inciuding and £17 excluding associated tax credits. If the rate of discount used were
10 per cent. or 15 per cent,, such value would be £35 and £16, respectively, including
tax credits. The gross dividend yield (including as_sociated tax credits) on the UK Offer

price on the basis of the projections (incoroorating the effect of inflation) would be,
for example, 16 per cent. in 1994, 24 per ¢, nt. in 1998 and 60 per cent. In 2003.

A holder of New Warrants whe, exercises those warranis will be required to pay 23p
and FRF2.30 per New Warrant, equivzlent (subject t0 adjustment) to an issue price of
230p and FRF23 per Unit (3 premium of some 31 per cent, over the Issue price). On
exercise the holder wotld receive one Unit for every ten New Warrants, subject to any
adjustment which may be required as referred to below under the heading "Description
of the New Warrants”. Alternatively, holders may sell their New Warrants, which will be
listed, at the prevailing market price. The projections in this document assume the
exercise of all New Warrants. The New Warrants are exercisable between 15th
Novernber, 1990 and 15th November, 1992,

36




Raeturns for investors continued

ravol privileges

Individuals who continue to hold Units personally acquired by them under the issue will

be entitled, upon payment (with effect from the year of opening of the System) of a
registration fee expected 1o he approximately £10 {at july 1987 pricas) per year, and
provided that the specified conditions are satisfied, to make the following numbers of
shuttle trips at a nominal charge for each one-way journey of £1 or FRF10 per vehicle:

Number of Units personally
purchased and held

100
500
1,000,

1,500

One return shuttle trip to be taken within 12
months of the System opening

One return shuttle trip per year for the first ten
years of operation

Two return shuttle trips per year until the end of
the Concession period

An unlimited number of shuttle trips until the end
of the Concession period

Eurther information concerning these arrangements and a summary of the conditions
which must be satisfied before the privileges can be claimed, is set out below under

the hea Jing “Travel privileges®.

—
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Corporate
SLrUCRUro

Nature of
tha Units

Directors

—

The design, development, construction and cpertation of the System is being undertaken

by a partnership, under the name *Euratunnei”, between the two concessionaire

companies, which are subsidiaries of EPLC and Esa. Revenues and costs (excluding

depreciation and tax) will be divided equally between the partners, The partnership will

not itself be liable to tax on its profits but each of the partners will be subject to tax

ig its own country. It is intended that the partnrship witl continue until the end of the
oncession.

The shares in EpLc and ESA have been “twinned®, Thus, under the articles ot association
of EsLC, issues of transfers of sharas in EpLC are not pennitted unless they are issued or
transferred together with the same number of shares in Esa. The statuts of Esa contain
a similar restriction (subject to the application of any overriding principle of French
law). In addition, the articles and statuts provide that the shares in EeLc and ESA may
only be listed or authorised to be dealt in on any stock exchange in the form of Units.

Each Unit therefore comprises one share in EpLc and one share in ESA,

Eurotunnel, the partnership, is governed by a single executive body, the joint Board,
which has overall responsibility for its corpotate policy, managemant and direction. The
members of the Joint Board are also directors of EpLC and directors or censeurs of ESA.
They are described below:

André Pierre Jacques génard (65) (French) co-Chairman — member of the
Supervisory Board and a former Managing Director of the Royal Dutch/Shell Group of
Companies; senior adviser of Lazard Fréres & Co. New York; director of La
Radiotechnique, Paris; director of Rekaert N.V, Kortrijk.

Robert Alastalr Morton (49) (British) co-Chairman — director of Banque Nationale
de Paris PLC. Formerly Chairman of Guinness Peat Group plc and director of GPA Group
Limited; previously Managing Director of the British National Oil Corporation and a
board member of the British Steel Corporation.

pierre Joseph Hearl purand-Rival (57) {French) Managing Director — graduate
engineer of the gcole Polytechnique and the Ecole Nationale des Ponts et Chaussées.
Formerly Chairman and Chief Executive of Carnaud-Basse indre.

gernard Aubarger (49) (French) — Chief Executive of Caisse Nationale de Crédit
Agricole; member of the Conseil Nztional de Crédit; Deputy Chairman of the Association
Frfam;aise das Etablissements de Crédit; Chairman of the UNICO Banking Group; director
of HAVAS. '

Denis Marsden Child (61) {British) — director and former Deputy Chief Executive of
National Westminster gank PLC; director of Coutts & Co; mamber of the Securities and
investments Board and of the Board of the Civil Aviation Authority.

sean-Loup Dherse (54) (French) —- graduate engineer of the Ecole Polytechnique and
the Ecole des Mines. fFormerly Chief Executive of Eurotunne! and Vice-President, energy
and industry, at the World Bank, Washington and an executive director of The RTZ
Corporation PLC.

Alexandre Dumont (64) (Belgian) — Chairman of Belgamanche §.A.; Administrateur
of Tractebel S.A. (a company in the Société Générale de Belgique group): director of
Société Belge d'Investissements, SEMA-METRA and Compagnie de Navigation Mixte.

sir Alistair Gilchrist Frame (58) (British) — Chairman of The RTZ Corporation PLC;
director of The Plessey Company PLC, The Toronto-Dominion Bank and Glaxo Holdings

PLC; Chairman of the Council of Mining and wetallurgical institutions.

Renaud de la Genire (62) {French) — craizian of Compagaie financidre de Suez;
Chairman of Banque indosuez. Formerly Governor of the Banque de France.
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Covporata and managament structure continued
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Drganisation and
managament

Gir Nicholas Hendersen (68) (British) — diractor of Tarmac PLC, Hambros PLC, Foreign
and Colonial investment Trust PLC, Foreign and Colomial Eurotrust PLC and The
Mercantile and General Reinsurance Company PLC. Formerly British Ambassador to The
Federal Republic of Germany, France and the United States of America,

Robert Louis Etienne Lion (53) (French) — Chief Executive of Caisse des Dépots et
Consignations; director of Crédit Foncier de france, Crédit National and Compagnie
Internationale des Wagons-Lits et du Tourisme.

Robert Malpas 560) (British) —a Managing Director of The British Petraleum Company
plc; Chairman © B8P Chemicals, BP ‘entures and Scicon Corporation; director of The
BOC Group ple; Vice Chairman of the Engineering Council.

Sir Kit McMahon (60) (British) — Chairman and Group Chief Executive of Midland Bank
ple; Chairman of Midland Montagu (Holdings) Limited. Formerly Deputy Governar of
the Bank of England.

jean-Paul P.rzyre (50) (French) — Chief Executive and memtser of the Managing Board
of DumezS.A.; director of Compagnie Générale d'Electricité; director of Crédit National,
L.VALH. viost Hennessy-Louis Vuittun, member of the Supervisory Board of Peugeot
S.A.

Raymond ponnock, the Right Honourable the Baron pennack of Norton in the
County of Cleveland (67) (British) — director of Morgan Grenfeil Group ple; Deputy
Chairman of The Plessey Company PLC; director of Standard Chartered PLC; director of
Willis Faber p.l.c.

Tony Malville Ridley (54) (British) — Chairman and Managing Director of London
Underground Limited; director of London Regional Transport Chairman of Docklands
Light Railway Limited. Formerly Managing Director of the Hong Kong Mass Transit
Railway Corparation.

Sir Robart Scholey (66) (British) — Chairman of the British Steel Corporation; President
of EUROFER.

Bernard Thislon (58) (French) — Chief Executive of Crédit Lyonnais; Vice Chairman of
Union de Banques Arabes et Frangaises; director of Bouygues 5.A.

Eurotunnel’'s management structure has been designed to reflect its operational
priorities as it develops through three principal phases:

— 1he establishment of the legislative and corporate framework and the firancing
programme

— the design and construction of the System
— operation, together with marketing and other associated functions.

The initial phase, which is heing completed by the lssue, started when Euratunnel’s
scheme was chosen by the governments in lanuary 1986. Jean-Loup Dherse, as Chief
Executive, and Pierre Durand-Rival as his deputy, have been responsible for the
development of Eurotunnel during the later stages of this phase.

Plerre Durand-Rival, an engineer with wide experience of design. construction,
commissioning and operation of major steel industry facilities, was appointed Managing
Director on 15t October, 1987 to take charge of the second phase Durng this phase
the priorities will be completion of the design ard construction of the System and

preparation of the operating structure. Prior to the start of operations. marketing and
sales functions and the necessary operational departments will be developed.
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Corporate and managernont structure continuad

The co-Chairmen devote the majority of their time to Eurotunnel. They have overall
responsibility for the day-to-day direction of the Group and for its external relations.
They have been actively ivolved in the negotiation of Eurotunnel's major financing
and operating agreements and in its parilamentary, public and corporate relations
programmes. Thg co-Chairmen will continue to be responsible for overall corporate

pglicy and will pay particutar attention to the planning of and build-up to the operational
phase.

On 26th October, 1987, Sir Nicholas Hunt joined Eurotunnel as a Deputy Managing
Director {Organisation and Development) to assist the Managing Director and the
co-Chairmen in the development of tha Group's structure and capability, balanced
between the UK and France in accordance with the Concession. Sir Nicholas was, until
july 1987, in the Royal Navy. from May 1985 as Commander-in-Chief, Flaet.

Day-to-day management is effected through three main divisions:

Qperations and Project Division

This division, which reports directly to the Managing Director, is responsible for all
aspects of the construction programme covering tunnel and terminal design, control
systems and rolling stock specification and design. It has been organised in three
departments supported by a technical directorate:

— the Operations Department, which is responsible for defining the operational
requiremants and maintenance policy of the System and for the optimisation
process. It is led by Alain Gertrand, who was praviously with Société Nationale
des Chemins de Fer Frangais, and has considerable experience of its high-speed
train system

— the Project Administration and Control Department, which is responsible for the
establishment of project pracedures, project forecasts and reporting, cost and
time control and general project administration. It is led by Peter Sehr, who is on
secondment from the Bechtel group

— the Project Design and Construction Department, which is responsible for the
control and approval of the design and construction work, certification of payment
and the administration of the construction and Maitre d'Oeuvre contracts. Itis led
by Parviz Madjedi, who has wide experience of the design and management of
major motorway, rail and airport projects.

The Technical Director is Colin Kirkland, who is on secondment from Sir William
Halcrow & Partners Ltd. as 3 tachnical adviser on tunneliing and construction; he also
has responsibility for anvironmental matters and quality assurance. He is Chairman
of the British Tunnelling Society and Vice President of the international Tunnelling
Association.

Following Pierre Durand-Rival's appointment as Managing Director the management
structure of this division has been fully reviewed with the Maitre d'Oeuvre. The Project
Administration and Control and the Project Design and Construction Departments will
be strengthened and developed into a Project Division led by a Deputy Managing
Director (Project). This integrated team will comprise parscnnel from Eurotunnel,
from W 5. Atkins & Partners, from Société d'Etuges Technigues et E;:onomiques and
their sub-consultants, from the Bachial group and from other specialist organisations,
as required.

-
.

Finance Division

Follawing Mr. Morton's appointment as co-Chairman, 2 Finance Group was established
to manage the completion of the Group's equity and pank loan financing programmes
and 10 co-ordinate and monitor all inter-related corporate functions affecting those
programmes. Rory Macnamara has been seconded from Margan Grenfell & Co. Limited
in order to co-ordinate the equity finanting programme and asscciated functions as
part of the Finance Group.
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Corporate and managament structure continuad

On 26th October, 1987, Graham Corbett joined Eurotunnel as financial adviser 1@ the
co-Chairmen and to take responsibility for the development of the Group's finangial
management Structure, systems and stafting. Mr. Corbett has peen resident in Paris far
11 years as Seniar Partner of Peat Marwick Mitchell in continental Europe.

The division has at present two main departments:

— the Treasurer's Department led by Peter Ratzer, who was formerly controller

of Esso Exploration and production UK Limited and treasurer of Esso petroleum
Company Limited

— the Controller's Department, which is responsible for all accounting and budgeting

functions. it is led by Claude Liénard, who was formeriy controller of Bignier
Schmid Laurent.

Commercial Division

This division is headed by Colin Stannard, a former head of project finance at National
Westminster Bank PLC, where he was involved in the investigations into a cross-Channel
fixed link. Itis currently engaged principally in defining the commercial criteria for the
design of the System. This division has given priofity to two important tasks:

— co-ordination of the commercial needs of the Group with the technical
requirements of the project during the optirisation process of System design, led
by Clifford Moss, who is on sacondment from Balfour Beatty Power Construction

Limited

— negotiation of commercial contracts and planning of ancillary services and
establishment of traffic end revenue foracasting procedures led by Martin
Hemingway, who was previously with Tarmac Construction Limited.

Centrat Support Departmnents
In addition there are three central support departments based in London:

— the Group Secretariat, led by David Wilson, as Administration Director and Group
Secretary. He was formerly Group Secretary of The British Land Company PLC

— the External Relations Department, led by John Taberner, who also has
responsibility for relations with the Inter-Governmental Commission

—  the Corporate Affairs Department, led by Martin Hall.

in Eurotunnel's office in France, Etienne Schwarczer is Directeur Délégué and Jeanne
Labrousse has responsibility for corporate affairs.

The total staff of Eurotunnel, the majority of whom are based in London, now numbers
approximately 250. Of these, rmore than half are employed by Group companies, most
of the remainder being on secondment 10 gurotunnel. The total number of staff is
expected to remain at about its present leval until 1991, although an incraasing
proportion is expected to be directly ampioved by the Group. Thereafter, pperationa\
and maintenance staff wilt be recr: 27 ! .. = total during the operational phase
expected to reach some 2,200.
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TFreaty Concassion The construction and operation of the System will be regulated under a combination
and ﬂegﬁsﬂaﬂ@n of international law and the laws of France and gngland, The main instruments are:

— the Treaty between the UK and France, which is the basic instrument authorising
and regulating the construction and operation of the Sy i

12th February, 1986 and ratified on 29th July 1987

stem. It was signed on
llowing completion ot

parliamentary processes in both countries, and _ptovides for the

constructed and operated by private concessionalres

System to be

ernments under which

— the Concassion, which is an agraement with the two gov
Eurotunnel undertal zs to carry out the development, finan
operation of the System, The Concession is due to remain i

55 years from 29th July, 1987

— the Channel Tunnel Act 1987, which became law in the
Act empowers the Secretary of State to acquire compu
build the System in the UK. It also grants the equivalent ©

construction and
for a period of

UK on 23rd july, 1987. The
Isorily the fand ne
f full planning per

for the necessary undarground works and outline plann

buildings and other facilities, such as the LK terminal

ing permission f

— Laws Number g7.383 and 87-384, dated 15th June, 1987, which authorised the

French President to, ratify the Treaty and approved, ins
Concession

ofar as was necessary, the

—  the Déclaration d'Utilité Publique promulgatad by the fFrench Prime Minister on 6th
May, 1987 after consultation with the Conseil d'Etat, which
compulsory acquisition of the jand needed to build the Syster in Fran

required for a recognised public purpose.

Obligations of the governments
The governmients have agreed in the Concession:

provides for the
ce as being

—— 1o use reasonable endeavours to provide the infrastructure necessary for a
satisfactory flow of traffic, subject 1o statutory procedures

— to ensure that gurotunnel is free, subject to national and European Community

laws relating to competition and dominant market po
out its own commetrcial policy with respect to pricing
be offered

sition, to decide and carry
and the type of service to

except as provided in

— not to intervene in the canduct or operation of the System

the Concession

— save in cases of national defence (where compgnsatio
domestic law), default by Eurotunne! or force majeuré or

n may be payable under
similar circumstances, to
f Eurctunnel to construct

pay compensation if they interrupt or terminate the righto

or operate the System.
Taxation

The governments have declared that there will be no discrimination in relation to taxes

titors. They have also

on charges made to users of the System and its direct compe

agreed that each of the cancessionaires will be taxable enly i
in respect of profits trom the System; the text of a protocol
Double Tax Convention and containing (amongst others) an
published in the United Kingdom on 21st October, 1987.

Exchange control

s country of residence
amending the UK/France
Article to this effect was

ect to compliance

Exchange control arrangements (if any) in both countries will, subj

with the relevant applicable procedures, permit transters o

directly connected
of the System, b

with the development, financing, construction of operation _
between the UK and France and between thase countries and third co
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Land acquisition

The UK part of the tunnel, the UK terminal and the Ashford freight depot will be owned
by the Secretary of.S‘tate. who will grant a lease or leases to Eurotunnel ata peppercorn
rant for a tarm expiring at the end of the Concession. In addition, the Secretary of State

will lease to E_urotunnel during the construction period the land in the UK required only
for construciion purposes.

The French part of the tunnel (including the trench terminal) will be owned by the
French State and made available to Eurotunne! under the terms of the Concession.

The cost of acquiring the 1and in both the UK and France will be met by gurotunnel. In
the UK, much of the land required for the construction and operation of the System
has already been acquired. The remainder of the land required will either be purchased
by agreement with the vendors or be compulsorily purchased and made available to
Eurotunnel as and when required. in France, the land required for the construction and
operation of the gystem will be purchased either by agreement with the vendors or
compulsorily by Eurotunnel on behalf of the French State.

A second link

Eurotunnel is required under the Concession to put forward by the year 20003 proposal
for a “drive-through link* to be added to the System whe technical and economic
conditicns parmit and when the increase in traffic would justify it without ungermining
the expected return on the first link, The governments have agreed not 10 facilitate a
second fixed link built by others to open before the end of 2020, This, in effect, gives
Eurotunnel a right of Sirst refusal to construct 2 second fixed link prior to 2020 and to
operate it thereafter. However, the governments remain free to issue an invitation for
a second fixed link to be built by others if there is not agreement by 2010 on a second
tink to be built by Eurotunnel. For the purposes of the financial projections it has been
assumed that no second fink will come into operation before the end of the Congession.

The Inter—GovemmentaI Commissicn

The governments have established the inter-Governmental Commission to co-ordinate
their approach to the project. 1ts activities include the drawing up of regulations
affecting the construction and operation of the System, and in particular the
co-ordination and harmanisation of the relevant pravisions of English and French law,
and the monitoring of its construction and operation. The Commission is advised and
assisted by the Safety Authority, which has powers of direction but acts generally under
the Commission’s auspices.

The Inter-Governmentai Commission has extensive :dwers and several important
aspects of the design of the System, as well as numerous detailed specifications, will
require its approval. However, procedures have pbeen established whereby itis expected
that in nralies A%y relevant concemns of the inter-Governmental Commission can be
recet. o o o o the drnsign process.

A B
Thie y Gealile 0 Wy porngy (n g Treaty that they will (sudject to any international
».:?:&%.nim«s) il ooy 2 REs e sin traveile’s using the System comparable to those
syeiiakes (o 122 DR &6 tre rede © “atween th EWO countries, and have indicated that
Ry 8 BIC AP D W culye a2 facilities for shuttle passengers at the teqminals.
o Enan s ave b neanarated inthe design of the terminals and the financial
projections bsve £oE0 prigared On the basis that such faclities will be permitted to
Eurotunnal Ci R Gl VI vy the ferries and airlines. In the projections, duty-free

sales account for SiX 2 1860 O operating revenues.

The member states of the European Community in 1987 ratified the Single European
Act, which fixes as one of the commitmients of the Community the creation of an
internal market without trade or customs parriers by the end of 1992, This may invoive

the abolition of duty-free sales on travel between member states.
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construction
contract

e T

1f duty-free sales were abolished, Eurctunnel's ancillary revenuas would be reduced.
However, Eurotunnel’s traffic and revenue consuitants pelieve that the eftect of the
change would be to lead to an improvement in Eurotunnel's competitive position, and
that there would be no noticeable effecton overail expected tavanues.

The works under the construction contract are divided into three caiegoties: target
works, lump sum works and procurement items.

Targat works

The tunnels and other underground structures, accounting for approximately 50 per
cent. of the value of the construction contract, are being constructed on a target cost
basis with the Contractor being reimbursed for actual costs incurred plus a fixed fee
of 12.36 per cent. of the target cost. if the actual cost at completion is less than the
target cost, the Contractor will receive a bonus equal to 50 per cent. of the saving. If
the actual cost is more than the target cost, the Contractor will meet 30 per cent. of
the excess up to @ point where the Contractor has borne an excess equal to six per
cont. of the target cost.

Lump sum works
The buildings and all related infrastructuré for the terminals, the fixed equipment and

the mechanical and electrical elements of the System, representing approximatety 40
per cent. of the value of the construction contract, will be constructed on 2 lump sum
basis. The lump sum proviged in the contract willbe paid to the Contractor irrespective
of the actual cost of the specified items. Any overruns will therefore be borne by the
Contractor except 10 the extent that they relate to variations or additions 10 the
contract required by Eurotunnel or are caused by inflation.

Procurement items .

Subject to the approval of Eurotunnel and following a procedure defined in the
construction contract, the Contractor will conclude sub-contracts for the supply and
installation of procurement items, principally the locomotives and chuttles. The amount
provided in the construction contract &the Contractor's fee included) represents
approximateiy 10 per cent. of the value of the contract. The Contractar, which will be
responsible for the preparation, management and supervision of the sub-contracts in
order to ensure the adequacy and fitness of the procurement iterns, will be reimbursed
for its costs and will be paid a fee of 11.5 per cent. of the cost of the procurement
items purchased.

Adjustment to contract price

The target ¢ost and lump sum are subject to price adjustments t0 reflect, inter alia,
additional costs incurred by reason of unforeseeable ground conditions, variations 10
contract specifications requested by the Inter-Governmenta‘ Commission (except where
reasonably fareseeable), and changes reguested by gurotunnel. The lump sum and the

fee for the target works are subject 1o adjustment for inflation, and similar adjustrments
will be made in respect of the target cost.

Contractor’'s abligations and incentives

The Contractor is under general obligation to design, construct, st and cornmission
a fully operational System tor delivery by 15th May, 1993. The System will be required
to meet specified performance criteria.

in additiono the incentivesand penaities described abovein relation to costs, milestone
dates have been established by which certain events of project stages are to have been
completed. if these milestone dates are not met, payments 10 the Contractor will be
reduced by the application of advance liquidated damages. One halt of such advance
liquidated damages will be repaid if the delay is recovered and the completion date is
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Railway usage
contract

met. The Contractor will suffer financial penalties at an initial rate of £354,000 per day,
to be increased after six months to £536,000 per day up1oa maximurn of £165 miltion
(all in September 1985 prices subject 10 adjustment for inflation), if the completion
date is detayed for reasons in respect of which the Contractof is not entitled to an

extension of time.

Bonds and guarantces

performance bonds have been provided in an amount agual to ten per cent, of the total
of the target cost, the lump sum price and the provisional sum for procurement items.
Liability under the ponds will cease on the issue of the certificate of completion.

The construction contract provides for five per cent. of the amount due 1O the
Contractor to be withheld (or covered by a bond) during the construction penod. The
amounts withheld (or bonded) will be released in two instalments at the end of the
maintenance periods for civil works and for mechanical and electrical works, which
expire 12 months and 24 months sfter completion date, raspectively. The Contractor
has provided a retention bond in liew of the actual retention of amounts due.

gurctunne! has obtained guarantees of the Contractor's obligations under the
construction contract from the parent companies of the companies comptising the
Contractor. The joint fiability of the French guarantors and the several liability of each
of the UK guarantors are raspectively limitad to 50 per cent. and 10 per cent. of all
liabilities, losses and damages under the contract. The guarantees will expire ten years

after completion of the Systen.

Provisions in relation to strikes

The Contractor will not be permitted an axtension of time in respect of 3 delay caused
by strikes of the Contractor's labour. However, general strikes which interrupt the supply

of goods of matertals where no substitute is available may give rise to suchan gxtension.

Eurotunnel has entered into a usage contract with the Railways, dated 20th July, 1987,
setting out the basis upon which the Railways will use the System. At the time the

contract was signed, it provided for two alternative modes of operation, one including
and the other excluding a high-speed train service from the french terminal to paris.
The Railways have since certified to gurotunne! that they have received appropriate

governmenta! assurances and that the alternative providing for high-speed trains will
apply. -

The railway usage contiact, which is intended to continue throughout the Concession

period, contains, inter alia, the provisions summarised below.

Use of the tunnel
The Railways wiil be entitled to use half of the capacity of the tunnel.

Obligations of the Railways

The Railways have undertaken tostart ragular commercial passengerand freight services
through the System on the date defined in the railway usage contract as the *Target
Commencement Date” (which i epected to be the same as the date on which the
$ystem opens). They have agreedto use their best endeavours 10 ensure that the normal
scheduled journey time for non-stop high-speed train passenger Services from London
to Paris at the commencement of services is between 2 hours 5% minutes and 2 hours
5 minutes, and have undertaken that this will inany event be achiaved within 24 mor ths

of that date.
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British Rail and SNCF have respectively undertaken that by the start of regular commercial
services they will have available sufficient railway infrastructure in the UK and France
to enable them to pass through the System in the first 12 months of such services 17.4
million passengers, 5.2 million tonnes of non-bulk freight and 2.9 miflien tannes of bulk
freight. The Railways have agreed to have available, by the time their regular commercial
services begin, sufficient rolling stock to carry the annual levels of different kinds of
traffic envisaged in the relevant traffic forecasts for the next thrge years, to be agread
between them and Eurotunnel.

British Rail and SNCF have respectively agreed to use their best endeavours to provide
after the start of services such railway infrastructure and (with effect from the third
vear}ralling stock as is required to satisfy throughout the Concession period the demand
nvisaged in traffic forecasts to be regularly agreed between them and Eurotunnel.
These obligations are, however, conditional upon their normal investment criteria being
met,

Obligations of Eurotunnel

Eurotunnet has undertaken that, provided the Railways are by then ready to use the
System, the System will be available for the passage of through trains on the Target
Commencement Date, or, if earlier, the date upon which the System is available for use
by shuttles. .

Eurotunnel has also undertaken to take all steps that would be taken by a prudent and
diligent operator in order to ensure that (except in certain circumstances) the System
is available to permit a steady and continuous flow of the Railways’ traffic 24 hours a
day thoughout the Concession period, and has undertaken to have a system of scheduled
maintenance to minimise, so far as practicable, any disruption of services.

Penalties

Eurotunnel and the Railways have agreed upon specific financial penalties which will
be the sole remedy for various defauits under the contract, 2xcept in the event of wilful
default or gross negligence.

The obligations of Eurotunnel which are subject to agreed penalties are:
(i} tomake the System available by the Target Commencement Date;

(iy to carry out the initial construction of the System in accordance with the design
documents submitted to the inter-Governmental Commission;

(i)} to ensure that, by the Target Commencement Date, the System is ready to be
brought into operation for the passage of all categories of train and, so far as the
passing of the Railways' trains through the System is concerned, complies with
certain provisions of the Concession and the railway usage contract; and

(iv) where applicable, to apply the regulations of the International Union of Railways
to the fixed railway installations in the System and to the shiuttles.

The cbligation of the Railways which is subject to agreed penalties is to begin regular
commercial services of passenger trains on the Target Commencament Date.

The agreed penalties (payable by Eurotunnel or, as the case may be, the Railways) are
expressed in units of account each of which comprises £1 plus FRF 11.7, and are indexed
by reference to UK and French retail price indices. The penalties, expressed in units of
account and the sterling equivalents (before indexation) are as follows:

() for the first 16 weeks of default: 125,000 units of account (£271,250} per full
week;
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(i) for the next 16 weeks of default: 250,000 units of account (£542,500) per full
week; and

(iiiy for ekach week of default thereafter: 375,000 units of account (£813,750) per full
week.

The obligations of Eurotunnet and the Railways which give rise to agreed penalties are
interdependent. Consequently neither party will be liable to the other for default in

gesfpeft of such an obligation if the other party is at the same time itself in such a
efault.

Revenues

The Railways will pay usage charges to Eurotunnel for the passage of their trains through
the System. Usage charges are composed of a fixed annual amount and a variable
element made ug of tolls, the amounts of which depend upon the number of passengers,
tonnes of bulk freisht and tonnes of non-bulk freight that the Railways pass through
the System. The Railways have, however, agreed to pay (subject to adjustment for
certain periods during which they are unable to use the Systam) a minimum arnount of
4,167,000 units of account (£9,042,390, at the exchange rate assumed in this document
and before indexation) per month during the first twelve years after thcy commence
full operations. The usage charges are fixed for the whole term of the Concession
period but are indexed in accordance with French and UK retail price indices.

In addition to the usage charges the Railways have agreed to reimburse Eurotunnel in
respect of the proportion of the operating, maintenance and renewal costs of the
System which is attributable to the passing of the Railways' trains.

Provisional amounts of usage charges and contributions to operating costs will be paid
by the Railways at the end of each month and balancing adjustments (with interest)
made following the end of each year.

Reduction in usage charges

The railway usage contract provides a mechanism whereby, in the event of returns
exceeding certain specified returns (which are higher than thase included in Eurntunnel’s
financial projections), the Railways would be entitled to share equally in the excess.
The amount repaid to the Railways under the provision cannot, however, exceed 20 per
cent. of the usage charges for the relevant period.

Credit Agreement
Eurotunnel has entered into an agreement for project finance credit facilities with an

international group of lending banks for the provision, in six tranches, of loan and letter
of credit facilities of the equivalent of £5,000 million (of which 20 per cent. is a standby
element), consisting of £2,600 mitlion, FRF 21,000 million and U5$450 million, with the
ability to make drawings in other currencies. Parts of these facilities will be used to
secureloans from the European Investment Bank and Crédit National, which are referred

to below

Conditions precedent

A number of conditions precedent will have to be satisfied before the facilities can first
be used. In particular:

(i) capital expenditure and overhead costs expended by Eurotunnel must have totalled
at least £700 million;

(i) specified progress must have been made under the construction contract; and

(i) the banks or (depending on the particular condition) their technical advisers must
ba reasonably satisfied with the future construction programme, the outcome of
design and developrnent studies, the likely cost and forecast duration of the
construction warks and Eurotunnel’s cost control procedures and information
systems.
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In a_d;!ition, there are other conditions precedent, certain of which will also have 1o be
satisfied at each subsequent use of the facilities. In particular, the ability of Eurotunnel
to draw under the facilities will be dependent on its satisfying utitisation cover ratio

tests (see below) and on regular consultants’ and other reports revealing no material
adverse change.

Availability, repayment and refinancing

Drawings may take place (subject to satisfaction of the conditions precedent) feom 1st
Suly, 1988. The facilities will be available for drawing thereafter for a maximum period
of approximately seven years. Repayment out of cash flow will commence after the
end of the availability period and a regular repayrent schedule is designed to ensure
repayment in full by 15th November, 2005,

Drawings may be in the form of cash or letters of credit issued to secure loans from
third parties, including the European lnvestment Bank and Crédit National (see below).
In the early years of operation, Eurotunnel will be required to set aside funds out of its
cash flow {after making certain deductions) to establish and maintain capital and
interest reserve accounts. These obligations are taken into account in the dividend
projections included in this document.

The facilities may, after the System has been operational for two complete summers,
be pre-paid, subjecttoa cumulative limit of 20 per cent. per annum, out of surplus cash
or, subject to the satisfaction of cover ratio tests and other ccnditions, out of the
proceeds of refinancings which satisfy certain criteria. Eurotunnel intends tc make use
of opportunities to refinance if these should prove to be attractive at the time.
eurotunnel also has the right to repay the facilities after the start of commercial
operations in full, on payment of a fee.

Fees and interest

The principal fees payable under the Credit Agreement are an arrangement fee of '
per cent., and an initial fee of % per cent., of the total amount of the facilities; and a
comrmitment fee at the basic rate of ¥, per cent, per annumon undrawn commitments.
However, Eurotunnel is required to estimate the amount to be drawn each half-year
and a higher commitment fee of ¥, per cent. per annum is payable on the amounts
undrawn from time to time up to the amount of such estimatas. If Eurotunnel draws in
excess of such estimates, a higher commitment fee of %, per cent, per annumis payable
on the excess amount from the beginning of the half-year. A commitment fee of %, per
cent, par annum was payable from 14th March, 1986 to the date of signature of the
Credit Agreement.

Interast will be based on reference rates designed to refiect the lenders’ cost of funds,
which will differ according to the currency and market of drawing, plus matgins which
will vary according to the amount of the facilities which have been drawn and the time
at which they are outstanding. Fees for letters of credit will be payable at the same
rates as these margins.

With certain exceptions, the margins per annum will be as follows.

Margins on main facility
(i) before completion-— 1Y%, pef cent.

(i) after completion —1 per cent.

(i) from three years after completion, if the conditionz permitting Eurotunnel to
refinance have not then been satisfied — 1Y, per cent.

(iv) on borrowings which at any time exceed a schedule of maximum outstandings —
1Y, per cent.
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Margins on standby facility

if the total principal outstqnding under any of the six tranches exceeds 80 per cent. of
the maximum amount availahle under that tranche, the margins per annum applicable
to subsequent drawings of that tranche will increase to the following.

(i) before completion — 1%, per cent. per anrium
(iiy after completion — 1% per cent. per annum

(i) from three years after completion, if the conditions permitting Eurotunnel te
refinance have not then baen satisfied — 1% per cent, per annum

These standby margins will be increased by Y4 per cent, per annuri if the total principal
cutstanding undar a tranche axceeds 90 per cent. of its maximum amount.

Completion for these purposes is expected to be 45 days after the start of commercial
operations.

Yecurity

turetunnel will grant security to the lending banks over all of its assets, including the
benefit of the Concession and the other principal agreements relating to the project
and the shares in the subsidiaries and companies jointly owned by EPLC and EsA. This
will enable the banks, if an event of default occurs, to assume management of the
project, to apply revenues in satisfaction of sums due to them and, subject to limitations
imposed by the UK and French governments, to sell Eurotunnel’s assets other than the
benefit of the Concession.

The banks will also have certain rights derived from the Concession itself, including the
right, exercisable through companies controlied by them, to take over the Concession
if certain events of default should occur.

Warranties and undertakings

The Credit Agreement contains a number of warranties and positive covenants by
Eurotunnet in favour of the banks. These cover such matters as the corporate structure
of Eurotunnel and other corporate matters, the development of the project, the
operation of the System, the performance of relevant agreements, insurance and the
supply of information to the banks. in addition, Eurotunnel has given a number af
negative covenants, which will restrict its activities during the term of the Cradit
Agreement. in particular, with limited exceptions, Eurotunnel will not be able to carty
on activities other than the project (although it will be able, subject to conditions, to
make minority investments in companies carrying on activities outside the project), or
to borrow money from or grant security over its assets to persons other than the banks.

Events of default

The Credit Agreement contains a number of events of default, the occurrence of any
of which would entitle the banks to take varigus actions, including preventing further
borrowing, requiring irmmediate repayment of existing borrowings and enforcing their
security These events include, inter alia, (i) the default cover ratio tests (see below) nat
being met, (i) the opening of the System for operations being delayed beyond 29th
July, 1994, (iii) the banks’ reasonable belief (taking into account the relevant experts’
reports) that such a delay will accur or that thare will be a cost overrun in excess of
that provided for under the Credit Agreeme.:t, unless, within 90 days, Eurotunnel
satisfies the banks that the rejevant event will not occur, (iv) an unremedied breach of
Eurotunnel's onligations and (v) once repayments start, the amoum. outstanding under
the Credit Agreement exceeding a specified level.

Banking cases and cover ratios

The terms of the Credit Agreement provide a mechanism by which the banks can
monitor the progress and expected cash flows of the project. Cash flow forecasts,
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sgistative and contractuai arrangements continued

known as banking cases, will be prepared at least semi-annually on the basis of
variable assumptions as to, inter alia, corporate cost, capital expenditure, operating
expenditure, traffic and revenue, taxation, inflation, future interest rates and othet
economic factors. These variable assumptions will be determined on the basis of
information supplied by Eurotunnel, the Maitre d'Oeuvre and Eurctunnel's traffic and
revenue consultants and reports commissioned by the banks. They will be discussed
bﬁtvgee:s Eurotunnel and the banks but, in the avent of dispute, will be determined by
the banks.

Banking cases will be used in the calculation of cover ratios which are relevant in
determining Eurotunnel's ability to make drawings under the facilities, to refinance the
facilities and to pay dividends and in determining the occurrence of an event of default.
The ratios are as foliows:

Bank debt cover ratio

This is the present value of forecast net cash flow (after deducting, inter afia, payments
to refinancing creditors and, once the letters of credit in its favour have been reieased,
the European Investment Bank) to 15th November, 2005 or (for certain purposes) to
the current estimated maturity date of the facilities, and certain cash balances and a
proportion of the interest resarve mentioned above, divided by the expected maxim im
amount of debt due to the banks lending under the Credit Agreement, all calculatad as
at a particular date.

turotunnel will not be entitied to make drawings under the facilities if, at the relevant
time, the bank debt cover ratio is below 1.2, or to refinance borrowings under the
facilities if the ratio is less than 1.3, or to pay dividends if the ratio is less than 1.25. If
the ratio remains below 1.G for 90 days or more this will be an event of default.

Total debt cover ratio

This is the present value of forecast net cash flow to 31st December, 2020 and certain
cash balances and the interest reserve divided by the aggregate expected maximum
amount of debt due to the banks, refinancing creditors and (once the letters of credit
in its favour have been released) the European Investment Bank, all calculated as at a
particular date.

Eurotunnel will not be entitled to make drawings under the facilities if, at the relevant
time, the total debt covar ratio is below 1.9, or to refinance borrowings under the
#acilities if the ratio is less than 1.95. If the ratio remains below 1.3 for 90 days or more
this will be an event of default.

~ Debt service cover ratio

This is the ratic of forecast net cash flow during any annual period to the estimated
interest and principal repaymants on both the credit facilities and refinancing debt
during the same year. A ratio of at least 1.1 must be satisfied to permit refinancing to
take place.

Dividend restrictions

The Credit Agreement imposes certain restrictions on dividend payments. Eurotunnel
will not generally be permitted to pay dividends until after the last day upon which
drawings may be made under the Credit Agreement and unless certain conditions are
satisfied at the time of the deslaration of the dividend. Broadly, these are that: (i)
the interest reserve account referred to above is fully established; (ii) the aggregate
repayments made up to that time (and projected for the next year) are not less than
the aggregate amaunts required by the repayment schedule; and (iii) the bank debt
cover ratio (referred to above) is not less than 1.25.

Warrants '

Eurotunnel has agreed to issue warrants 10 certain of the banks entitling them to
subscribe up to 7,142,857 Units at a price (subject to adjustment) of 175p plus FRF17.50
per Unit, exercisable not later than 30th June, 2000,




Legislative and contractual arrangemants continued

European Investment Bank agreement

fiurotuqqel has entered into an agreement with the European fnvestment Bank, which
is cenditional, inter alia, on the Credit Agreement becoming unconditional and which
provides a framewaork for the European Investment Bank to make available to Eurotunnel
loans amounting in aggregate to the greater of £1,000 million and FRF! 0,000 millian,

The loans from the European Investment Bank will he secured by means of letters of
credit issued by the banks under the Credit Agreer.nt and thus wili not be additional
1o the facilities of £5,000 millicn provided for under that agreement. There is provision
for these letters of credit to be released by the European Investment 8ank shortly after
completion of the System, vihereupon the European investment Bank would share in
the security described above and (subject to restrictions while sums are still outstanding
under the Credit Agreement) would also have the benefit of the same covenants and
events of defauit.

The meturity and interest terms of the European investment Bank loans will be fixed at
the time of drawdown. The first repayment date for the loans is not to be earlier than
the first half of 1999 and they are expected to have an average final maturity of
between 15 and 25 years. They are likely, for the most part, to be fixed rate loans at
levels of interest fixed, in accordance with normal European investmeant Bank practice,
by reference to its cost of funds and 2 margin designed to cover its administrative
costs, which is currently 0.15 per cent. per annum.

The obligation of the European Investment Bark to make loans is subject to a number
of conditions precedent, including the European Investment Bank being satisfied that
funds in currencies and maturities such as to enable it tolend are available to it and there
having been no fundamental adverse change in the technical, financial or economic
prospects of the project.

The European Investment Bank agreement contains undertakings from Eurotunnel in
relation to international competitive bidding under the construction contract and

compliance with European Community laws as provided for in the Concession.

The European investment Bank agreement includes a number of events of defauit the
occurrence of any of which would relea<a the Juropean investment Bank from its
obligation to make loans and permit it to demand invmediate repayment of those ioans
already advanced.

These events include, inter alia, (i) a bank which has issued a letter of credit in favour
of the European Investment Bank ceasing business of becoming insolvent and nat being
replaced within 60 days, (i) the opening of the System for operations being delayed
beyond 31st December, 1994 or the European Investment 8ank’s belief that such a
delay would occur, unless within S0 days Euratunnel reasonably satisfies the European
investment Bank that the delay will not occur and (i) any change in the project causing
it to cease to comply with the reguirements of the Treaty of Rome or the European
Investment Bank's statute regarding eligibility for financing by the European Inves:nent
8ank unless such nen-compliance is remedied within a reasonable period.

The European investment Bank's ability to demand immediate repayment on the
happening of certain events of default is restricted if the bank parties to the Credit
Agreement exercise their right to substitution.

Crédit Nationa! agreement

Eurotunnel is also negotiating an agreement with Crédit National which is intended t©
be entered into before the end of the year. The agreement will be conditional, inter
alia, on the Credit Agreement becoming unconditional and will provide a framework
for Crédit Natio=al to make available to Eurotunnel loans amaunting 1n aggregate to
FRF 4,000 million. These loans will be sacured by letters of cradit issued by the banks
under the Credit Agreement and thus will not be additionai to the facilities of £5,000
million provided for under that agreement,
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Financlal projections

1.

Cases and
agsumptions

The profit and cash flow projections and projected returns for the period ta the end of the
Concession set out below are based on the Directors' projections for the construction and
operation of the Systern and have been prapared and sat out for Hlustrotive purmposas, They relate
to paricds up to 55 years ahead and do not constitute a forecast; they will pe matetislly affected
by changes in economic and othar clrcumstances, While tha Directors consider that the
assumpitions on which the projections are based are reasonable, it must be realised that the
reliance o be placed on them is a matter of judgemant.

Sensitivity analyses ralating to the projecticts e 5ot out later in this section.

(i} Taffic and revenua

For the purposa of their farecasts of traffic and revenue, Eurgtunnel's tratfic and revenue consultants
have made certain macro-economic assumptions, the most important of which relates to the growth
in UK gross domestic product. It has besn assumed that UK gross domastic preduct will grow at 2,15
per cent. per annum between 1985 and 2003 and at 2.00 per cent. par annum between 2003 and
2013. After 2013 a decreasing growth rate in traffic volumes has been assumed, declining to zero
by 2042, They have made other basic assumptions as follows:

() currently envisaged internaticnal agreements and conventions regarding trade and passenger
mavement will remain in effect throughout the forecasting period. In particular, the current proposals
for the internal market within the European Community have been taken into account;

()  nonational or intzrnational emergencies will zrise which will abnormally affect cross-Channel traffic;

(I} no aitarnative fixed link across the Channel will become operational during {ne Concession period;

{iv) ferry companies will continue to operate cross-Channal services both before and after the System
becomas operational:

{V) the Systern will be adequately marketed, signposted, advertised and maintained to encourage
mazimum usage;

(V1) tariffs for Eurotunnel shuttle services will on average be the same as those for ferry services on the
Dover-Calais routes and will remain consta ¢ in real tarms:

(V) revenues derived by Eurotunria! from threugh rail services will be based upon the usage charges and
contribution to operating costs set out in the failway usage contract summarised above under
the heading “Legislative and contractual arrangements®; the provisions of that contract will be
implemenited; and the proposed high-spaed railway linking Paris, Brussels and the French terminal will
be constructed and ouerational by the time the System apens; and

(V) Eurotunnel will be able to make duty- and tax.free sales to passengers using shuttie services,

{4) Financlal and other

For the purpose of the projections of profit and zash flow set out below the following assumptions
have baen made by the Directors:

{) the System will be built according to the specifications of and costs set out in the construction
contract as summarised in this document, and will open to traffic during May 1993, at which time
it will become fully operational for all forms of shuttle and train traffic;

(W) all necessary approvais will be cbtained from the Inter-Governmental Commission and the Safaty
Authority without conditions which require material changes to the System or its oparation as
currently proposed;

() traffic and revenues will be 2s ferecast by the traffic and revenue consultants, modified to reflect
the partial year of operatien in 1993, updated to July 1987 values and adjusted for inflation an the
basis set out below;

(IV) corparate and other costs batween 215t January 1985 and the start of operations will by £642
miilion 2t July 1987 prices;

(V) the squivalent of £770 million of equity funding will be raised through this Issue at the prices per
Unit set out in this document;

{Vi) the equivalent of €101 miltion will be raised in November 1992, £52 million in Decembar 1994 and
£25 million in June 1995 by the exercise of warrants. No account has been taken of the exercise of
any cptions under the share option schema referred 1o helow:

(Vll) the tax regimes in the UK and France will not change and the published protocal to the UK /france
Double T5x Convention will be ratifiad;

{Viil} subject to compliance with the terms of the Credit Agreement, fallowing the start of operations all
profite availat'e for distribution under UK and Franch law will be distributed each year as dividends
10 shareholders, Where ~ucessary surplus cash in aity Group company will be avatlable to finance
gividends;

{IX) the £/FRF exchange rate will be £1:FRF 10,0 throughout the period to the end of the Concession and
no lesses or gains will arise on transactions in other currencies;
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Financial projections continued

2.

Aceounting
policies

)

(x1)

(i

inflation will increase revenues, overheads, operating costs and capital expanditure at the following
rates per annum:

1987 40%
1988 4.5%
1989 S.0%
1990 3.5%
1991 and thereafter 6.0%

drawings of loans will be made as fareseen in the Credit Agreement, The reference rates of interest
¢ which margins specified therein will be added will be 9 per cent. par annum throughout the
Cancession periad. This reference rate is an average of the projected rates for £ and FRF, on 12th
November, 1987, the latest practicable date before the printing of this document, the reference rates
which would be applicable undet the Credit Agreement were approximately 9.0 per cant. far € and
approximataly 9.¥ per cent. for FRF;

debt instruments will be issued for the amounts below by the following dates to refinance the credit
tacilities, and the refinanced debt will be repaid (following successive refinancings where necessary)
ovar 3 period of 35 years commencing in 2007;

£ million
1995 776
1956 352
1897 361
1598 452

Interest will be paid on these instruments at a rate of 9.75 per cent, per annurn until 31st December,
1889 and 9.25 per cent. per annum thereafter;

(1) interest will be received on cash balances at a rate of 8.5 per cent. per annum throughout the

Concession peried;

(XIV) revenues and costs (axcluding depreciation and tax) will be shared equaily between the concessionaire

companies, The Channel Tunnel Group Limited ("CTG*) and France Mancha 5.A. {*FM"}; and

(XV) the travel privileges tor subscribars to this Issue described below under the heading “Travel privileges®

@)

(®)

(

will not significantly affect Eurotunnei's revenues, operating costs or taxation.

The projections have been prepared in accordance with the accounting policies of the companies in
the Group set out in the Accountants' report and those set out below which zre intended to be
aropted in future published financial information:

Fixed assats and depreciation

The cost of fixed assats will be recorded in the books of CTG and FM and divided equally between
them. These compariins will account for depreciation of their share of fixed assets in accordance
with national laws and accounting requirements. Accordingly depraciation in CTG will be calculated
i a straight-line bazis in order to write off the cost of the fixed assets in equal instaiments over
their estimated uscful lives, Depreciation of the fixed assets of FM will be calculated in accordance
with French accounting and taxation regulations, which currently provide that all non-renewable
fixed assets are dapreciated on a straight-line basis cver the remaining pericd of the Cancession and
depreciation of ranewable assets is provided on & straight-ine basis aver their estimated useful lives
together with a provition for the estimated increase in their cost prior 1o replacetnent and a further
provision for dapreciation to allow for the total cost of such assets to be depreciated before the end
of th Concession period.

All overheads incurred in the design and construction of the System after 215t January, 1986 up to
the date of the start of operations will, to the extent permissible by regulations in force in the UK
and France, be recorded and capitalised in tha books of CTG znd Fi» and divided rqually between
them. The costs so capitalised will be amortised in equal instalms=t.. ovar the remaining period of
the Concession,

Long-term loans and interest

Interest relating to long-term loans incurred during the period from 215t January, 1835 up to the date
of the start of commercial operations will be capitalised and depreciated or amortised,

Taxation

In the case of CTG, provision will be made for de.erred taxation in respect of significant timing
differences expected to reverse in the foreseeable future. Deferred taxes resulting from timing
differences in respact of the excess of capital allowances ciaimed over depreciation charged in the
accounts are provided after discounting these from the date when such timing differences are
axpected to reverss (estimated to be in excess of 40 years after the start of operations) at a rate of
5.5 ger cent, par annum, No deferred taxation will be provided in FM as the circumstances in which
such provision is made in France are not expected to apply
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Financlal projections continuad

3. Profit projections The projected aggregated profit and loss accounts of the Group for the first eleven years of operation,

4, Cash flow
projections

Turnover (note 1)
Operating costs (note 2)
Depreciation

interest, net

Profit before taxation
Taxation

Profit after taxation
Transfer to reserves

Profit for the year available for distribution

Dividends payable
Per Unit

Notes

1: Turnover is derived as follows:
Shuttle
aail
Ancillary

Total
2. Operating costs are analysed as
foliows:

Fined exr;enses
Vatiable 2xpenses

Total

19.93 1934 1995 1996 1997 1998
Emillien  Emillion E£millign mithon Lmilion £ mullion
488 762 835 308 986 1,072
(86) (145) {15%) (168) (183) {206)
{103) {158) (159) {160} (162) {167)
(229) (351} (322) (307) (291} {277)

76 108 199 273 350 422

{N (18) (38) (53) {69} (88)

63 90 161 220 23 334

{H (2) (3) (3) (4) (6)

62 88 158 27 277 328
RTINS RNk SDLNIERED FIRNREDRSN ERCDENRCT
— 149 165 17 277 328
LIPS DNORSYMES MCTCECSN SUSCUED ST USRS
£ - EQ3%9 {044 £0.56 £0.M £0.85
o I R B . T T )
251 384 423 463 505 551

184 34 3 368 386 430

43 64 VAl 7 85 91

488 762 835 908 086 1,072
AINNONE RN EECICOEPE FEEETTE  MEANNNE  DEIDWNEEIR
53 g8 92 99 107 17

33 57 63 69 76 89

85 145 155 1 58 183 20€
W SECUEENGE TG DRSS

3: The figures for 1993 represent trading only frorn the apening date in May to December. Dividends

4: On the basis of the assumption relatlng to infiation, E1 in July 1987 is approximately equwalent
projected figures by these values deas not give the same rasult as if no inflation had been assumed in the

The projected aggregated statements of source and application of funds of the Group for the first eleven

Source of funds:
Profit before taxation
Depreciation
issue of long-term debt
Issue of share capital

Application of funds:
Purchase of fixed assets
Repaymant of long-tarm debt
Dividends paid
Tax paid

Movement in working capital

Movement in net liquid funds

1593 1954 1995 1996 1597 1998
Emilion Emilion Emillion Cmillion Cmilion £ milion
70 108 199 273 350 422
103 158 159 160 162 167
n -_— 776 352 351 452
-— 52 25 — _— —_
494 N8 1,188 785 873 1,041
262 37 - - -_ 39
— — 799 493 478 561
— — 181 173 229 290
- 19 84 103 128 158
262 52 1,064 769 835 1,048
@ gy an e (0
229 259 8 5 28 (19

- SRR  ERECITIY

Note: 2013, 2023 and 2033 are years in which significant purchas, of renlscement fixed assets are
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gach tenth year thereafter and 2041, the last fult year of the Concession period, are as foltows:

‘ear ending 31st Degember,

1999 2000 2001 2002 2003 2013 2023 4
gmihgn Lmillion £miflion € milticn € million £ million £ million X rﬁgg £ "z“%m:\
1,158 1,254 1,356 1,466 1,586 3.236 6184 11,356 17,824
(216)  {235) (255} {277y (304) {631} (1.207) (2.246) {3,604)
(169) (171 (173 (176 {184) (234) (271) (328) (383)
(265) (234) (212) (180) () 39 173 370 616
s08 614 e 823 927 2,410 4879 9,152 4,453
v ' 15 14,
(198)  (240)  (279) (321)  (38Y) (934) {1,893) (3.547) {5.573)
310 374 437 502 566 1,476 2,986 5,605 8,380
(7) {9) {5) - — - - - .
303 365 432 502 566 1,476 2,986 5,605 8,880
SR IR EIECETINR  ZRENCNCENE . - STV AR F e~ 3
303 365 432 502 S66 1,476 2,986 5,605 8,880
IS T TR e — 4 IO ST SODEENE EENENKATEN - ]
£0.78 £0.94 £1.1% £1.29 E£1.46 £3.80 £7.70 €14 44 £22.88
ECEIEDNE KM N ST ST ERSATNE E. - LR - .
599 652 709 770 836 1,763 3,527 6,682 10,650
489 493 530 565 512 1,191 2,105 3,641 5,526
100 109 117 127 138 282 852 1,033 1,648
1,158 1,254 1,356 1,466 1,586 3,236 6,184 11,356 17,824
Fueamnanes. s 3 ST NIRRT CNpNEL  STEWTER R NI TEAES — ]
126 137 148 161 174 N4 562 1,006 1,604
90 S8 107 116 130 37 645 1,249 2,000
216 235 255 277 304 631 1,207 2.245 3,604
roraRGR S AT WRMWAA  TERIER SRS SN BOLENENE FREETERECE
in 1994 and 1995 include distribution of reserves carried forward from ea
10 £1.45 in 1994; £1.83 in 1998, £2.45 in 2003; £4.38 in 2013, £7.84 in 2023; £14.05 in 2033 and £22.39in 2041. Although dividing the
projections, it does provide an approximate equivalent in July 1987 prices of the figures shown.
years of pperation, ach tenth.year thereafter and 2041, the last full year of the Concession period, are as follows:
Year ending 315t Decembaf,
1999 2000 2001 2002 2003 2013 2023 2033 2041
¢ milion Emilken € million € million € million £ million £ miltion € million E million
508 614 716 823 927 2,410 4,879 9,152 14,453
169 17 173 176 184 234 n 33 383
677 785 84as g5¢ 1.1 2,644 5,150 9,480 14,836
— — — 9 108 2:. 1,042 650 e
i1 102 111 122 123 97 €5 55 55
318 308 77 442 513 1,387 1.857 5,340 B,453
175 192 251 290 N 919 1,868 3,528 5,574
604 602 739 863 1,085 2,630 5,822 9,573 14,082
e S L I AL N {24) (40) (49) 150
66 169 140 124 6 {10) (712) (142 704
Fomomrmpanta 4 f e g S AR AR IRELTETE E— -]

projected to take place.
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Finansiai projactions continued

5, Returns and
sensitivity
analysis

Sensitivities

(i} Increasad revenu:

1)) Reduced revenus:

{wi) Increased lnfistion:

(iv) reducud inflation:

(vp Lowes real interost:
(viy Migher real interest:

{vii} ncreasad construction

I
costs:

(v} Dalay:

he following table sets out furotunrel's proie_cted retumns and the effect, for illustrative purposes, on
those returns of varying revenue jevels and certain of the ey assumptions yndetlying Buratunriel’s finangial
projections. Untess specified 1o the contraty the assumptions used in this section are those set outan

saction 1 above.

1954 1998 2003 201 2023 2033 Net value
. ) in 1995 of
Net dividertd per Unit — £ (notes and 2) grass
(Gross dividend yield per Unitat the UK Offer price <= %)} dividends
(notes and 3) per Unit
discounted at
12 percent.
(note 4)
Eurotunnel's €039 €085 €146 £2.80 £7.70 Ci44d £24
projections: (6% (34%) (50%)  (155%) (315%)  (521%)
assuming an incredse in €067 fos2 t.67 L& £853 £16.13 €28
revenues of 10 per cent. (27%) (33%) (68%) (172%) (349%) (660%)
and in operating costs of
S per cent.
assuming @ decrease in to1s  cos67  Sna2 £332 £6.77 EWTS €20
revenues of 10 per cent. E%) (7% (50%) (136%) (277%) (522%)
and in gparating costs of .
5 pear cent.
{a) assuming 7 per cent. £0.31 £0.92 E£1.65 €469 £10.37 2132 £30
inflation from 1993 and {13%) (37%) {67%) {192%) (424%) (BTN
unchanged real interest
rates
(b}  assuming inflation  £0.33  £0.87 £1.50 £3.96 £8.02 £15.06 £25
increased by 0.5 per cent. (13%)  (35%) (61%) (162%) (328%) (617%)
in 1988 and 1 per cent. )
from 1989 to 1992 and
unchanged real interest
rates
(a) assuming S per cent. to.4s €070 £1.29 £3.07 £569 £5.74 £20
inflation from 1993 and (20%)  (28%) (53%) (126%) (233%) (395%)
unchanged real interest
rates
‘) assuming _inflation f0.46 £080 ELM £3.65 £738 f£1384 t24
teducedby 0.5 per cent, in (18%)  {32%} (58%) (145%) {302%) (S67%)
1938 and | per cent frem
1089 to 1992 oM
pnchanged rest inteest
rates
astuming real interest c0.64  £0.73 ¢1.55 £3M £7.66 E1436 £25
rates 1.5 par cent. lower (26%)  {30%) (62%)} {156%) (314%) (568%)
throughout
assuming  real  interest {note 6} £075 138 £3.79 £1.73 £14.52 £23
rates 1.5 par cent. highet (30%) %) (0 §5%)  (316%) {595%)
throughout
assuming construction £0.17 go.76 £1.38 €3.7 £7.62 L£1437 €23
costs incraased by 10 per (79%)  (31%) (56%) (153%) (312%) (588%})
cent,
assuming @ delay in (note §) £0.81 £r42 f377 . £1.67 £1443 £23
cornmencement of (33%) (58%) 1549%%) (314%)  (590%)

operations of six months
and an increase of £30
million (st July 1987
prices) in corporate and
other Losts

Gross
dividend
yeld
gver lifs
of project
{note 5)
17.7%

188%

16.6%

18.6%

V7 9%

16.9%

17.6%

18.2%

17 2%

17.3%

17 4

%)




Financial projections centinued

Wy

Note:
1. Tgese amounts include an allowance for inflation, as indicated in note 4 to the profit projecuions
above. '

2. This represents the net dividend per Unit payable in vespect of the relevant year,

3, This represents the gross dividends per Uit (including the aysociated UK and French tax credits)
payable in respect of the relevant year, divided by the UK Otfer price of a Unit,

4, '1'_his represents the value in mid1995 of all dividends paid from the project in respect of one Uit
(nﬂnciud_lr‘ag the associated tax ctedits) discounted to mid1995, the expected date of payment of the
first dividend, at an illustrative rate of 12 per cant. per annum, If the rate of discount used were 10
per cent. of 1§ per cent. then the corresponding net vaiues on the basis of Eurotunnel's projections
would be £35 and £16, respectively 1t should be noted that the discount rate used for each sensitivity
case is constant, although the inflation and interest rates applied in certzin sensitivities vary.

5. This represents the average rate of return over the life of the project, based on gross dividends, 1a 3
purchaser in the issue who also exercises his New Warrants in November 1992.

6. Inthese cases the first dividend would be declared in respect of the year ending 315t December, 1995,

6. Changesin UK The sensitivity of the revenue projections to changes in the assured rate of growth of UK gross domestic
QI'OZS d:l'l‘lﬁiﬂc product and to assumed corresponding changes in UK consumet expenditure is shown below:
produc
1985-1993 1393-2003 2002-2013
Consumer Consumer Eonsumer
Rates of growth in UK (% per annum) GDP expenditur? GDP expenditure GOP expenditure
Eurotunnel’s projections 215 2.05 215 205 200 -1.90
Lower growth 1.50 1.50 1.50 1.50 1.40 1.40
Higher growth 250 230 250 2.30 235 215
1993 2003 2013
Changes in revenue projections
Lowes growth -7% -13% -16%
Higher growth +3% +5% +8%
7. Leottor from M. o
guretunnol’s == 7N s
trafilc and i SETEC ECONOMIE
revenue - b/

consultants o

——

= frafic and-Revenue Consultants ﬁmc ECONOMIE

11™floor - Portland House LBUR SMITH ASSOCIATES, Wi
Stag Place - LONDON ALASTAIR DICK & ASSOCLATES HA/E
SW1E 58T BEEN JOINTLY APPOINTED FOR TRAFFIC
AMD REVENUE STUDIES OF THE
CHANNEL TUNNEL
The directors, 16th Movember, 1987
- = gurotunnd PL.C,
turotunnel 5.A.

Robert Fleming & Co. Limitad
nAorsan Grentell & €a, Limited

3 & warurg & Ce. \id,

Banque indoiu2

Bangue Naticnals de Paris

Crédit Lyonnais

Caisse des Dépdts et tonsignations
Caisse Nationale de Crédit Agricote

Dear Sirs,

We refer to the subsactions entitied “The cross-Chennel marke?", sCompatitive advantages”, 'T.raffic

forecasts and tariffs” and “Revenues” of the section entitled *Reveruze and costs® and paragraphs (i} and

§ of the section entitled “Financial projections” of the prospectus relating to Epic and Esa to be dated
+th Navember, 1987 in relation to the offer of Units with New Warrants in gurotunnel.

We confirm that these sub-sections and paragraphs fairty surnmarise the conclusions of our repor dated
24th July 1987, modified to reflect the partial year of operation in 1993, updated 10 July 1987 values and,
in the table of revenues, interpolating revenue figures fer 1954, together with \he means by which we
arrived at those conclusions,

Yours aithfully .
for SETEC ECONOMIE for Wilbur $mith Associates
H. Grimond 0 associaton with
Alastar Dick & Associates
A, C. Dick
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8. Hﬁgﬁter trorm Setoutbelow is aletter from Peat Marwick Melintock, Audit ContinentatS.A. and 8.E.FE.C ~—Mulquin
b é&fﬁmzmlck et Associes reiating to the financial projections set out in this section:
Andit C on{lﬂ antal The directors, Peat Marwick Metintock,
5.A. and furotunnel #L.C. 1 Pyddle Dock,
B.EFE D . auté:tunnei S.A. slackfriars,
st . ' obert Fleming & Co, Limited London EC4V 3IPD
Mulquin et Associds Morgan Grenfell & Co. Limited
$. G, Warburg & Co. Ltd. Audit Continental S.A.
Banque Indosue Tour Fiat, Cedex 16,
Barique Nationale de Paris 02084 Paris La Délense
Crédit Lyonnais
Caisso des Déplts et Consignations 8.0.F.E.C.—Mulguin et AssoC 8s,
Caisse Nationale de Crédit hgricole gtu&iﬁmd d: 3’.‘;,‘1:‘ !
’ 75008 Paris
16th Novemnber, 1987
Gentlemen,

gurotunnel PL.C. ("Enc’) and Euro
and sensitivity analyses for Eng,

the Concession period {the
headed *Financial projections
1987 (the *prospectus’y
Oecember, 2003, each tenth year thereaft
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— the accounting pali
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— the calculations were correctly performed

The Group has RO previous tradin
illustrative purposes and for which t

the Directors’ assumptions, estimates and asse
ute a forecast: they w e
For this reason the actual profits, cash

projections do not constit
and other gircumstances.
considerably from those shown.

in our cpinion, the financial projections, read
far as the accounting policies and calculation
footing of the assumptions adopted
efinancial projections® in the prospecius.
Directors are consistent w

Al

tunnel S.A. {7
Esa and their subsidiary cofipanies
“finzncial projections®). Set 0
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te the profit and cash flow projections for the
er and 941, ¢
the projacted returns o
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agraphs 1 to 5 of the section headed
iave was 1o satisfy ourseives that:
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cribed in the section headed
arstood that the
from 2020 will not
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glaven years ending 318t
he 1ast full year of the roncession period
f the project and their sensituvity
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the views of the Maitre d'Oeuvre and the terms of
*Legislative and contractual arrangements’ of the
Directors have assumed that the second fixed link

be operational befora 2042;
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ut in the notes to those accounts for the penod
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aragraph, and in 50
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and contractual arrangermnants® of the prospectus.

wours faithtully
Peat Marwick Mclintack Audit Continental 5.A. 8.E.F.E.C.—Mulquin et Associds




Accountants" report

Sat out pelow is the text of a report fram Peat
8.E.F.E.C—Mulguin et Associés:

The directors,

_Eurotunnel PL.C.

Euratunnel S.A.

Robert Fleming & Co. Limited
Morgan Grenfell & Co. Limited

5. 6. Warburg & Co. Ltd.

ganque Indosues

Banque Nationale e paris

Credit Lyonnais

Caisse des Déplts et Consignaticns
Caisse Nationale de Crédit Agricole

Gentlemen,

Marwick Mclintock, Audiz Continental $ A and

Peat Marwick Melintock,
- YPuddle Dock,

Blackinars,

London ECAV 3PD

Audit Continental S.A.
Tour Fiat, Cedex 15,
92024 Paris La Défense

8.E.F.E.C.—Mulquin et Associes,
5 rue Alfred de Vighy
75008 Patis

1Gth Movember, 1 387

We have examined the combined accounts of Eurotunnel PLC. and Eurotunnel S.A, for the penod
ended 31st December, 1986 and the six months ended 30h june, 1987; the ronsotidated agcounts
of Guratunnel PLC. {*Erc”) for the pariod from 18th November, 1985 10 315t December, 1986 and
the six months ended 30th june, 1687; and the consolidated accounts of Eurotunnel S.A, ("ESA™) {or
the petiod front 30th Qcrober, 1985 to 315t December, 1986 and the six months ended 30th June,

1987, Eoic, Esa and their respective subsidiaties

are collectively referred to as the “Group”. Our

examination hag been carried out in accordance with the Auditing Guideline’ prospectuses and the

reporting accountant.

We have audited the combined accounts of the Group throughout the pericd. Peat Marwick
MeLintock (formerly practising as Peat, Marwick, Mitchell & Co.) have been the auditors of Epec and
Audit Continental S.A, and 8.6.F.E.C.—Muiquin et Associés have been joint auditors of Esa

throughout the period.

No accounts of the Group of any member thereof have been made up in nespect of any period
subsequent o 30th June, 1987 and no dividends have been declared of paid.

The summarised historical cost financial statements set sut at sections A 0 ¢ below are based on
tho audited accounts of the Group, Enc and Esa, to which we have made no adjustrnents.

in out opinion those summaries give a true and fair view of the results of the Group, EpLc ond Esa
far the petiods stated ond of the state of aftairs of the Group, £rLc and Esa at the dates stated.

A. Comblnad 4., Combined profit and lass éccounts six months ended Period ended
accounts of 30th June, 31st Dacember,
1
the Group e o7 __1s88
£'000 £:000
- Own work capitalised 22,822 28,390
e ———————— P ——————
Expenditura
Operating charges (19.207) (26.316)
Staff costs (4,581) {3.3329)
Depreciation {48) (20)
(23,836) {29,675
A ————— A ——— T
Financial income
inceme from investments 385 - 694
Interest income 7.197 2,782
Gains on disposal of investments 331{ h‘~21
Exchange gains X
7,965 3,619
Financial charges
Interest payable (44) (71)
Losses on disposal of investments - (220
Exchange lusses (269) —_
{(313) $291})
U et e
profit for the period 6,638 2,043
s IECRNEIRTIS
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Accountants’ raport continued

2.

Combinad balance shieets

30th June, 3ist Decamber
1687 1953
. —
ASSETS Note £'000 £'000
. Fixed assels {(iv}
Concession fixed as5e1s
Fixed assets under construction 142,569 49,137
Payments in advance 4,188 4,506
. 146,757 53.643
Gther fixed assets 2,563 2,067
148,320 §5.710
. 3 e m——m————— A—————
financial assets
Deposits 255 242
Current assets
Deferred charges (v) 13.61 8,224
Othar debtors 11,840 6,194
Investments {vi) 29,343 38,950
Liguid funds {vif) 95,185 162,03%
149,959 215,403
Total assets . 299,534 271,355
LIABILITIES
Shate capital and resarves
issued share capital (vifi) 163,550 163,550
Share premium account (ix) 85,733 87,186
Profit and loss account 8,681 2,043
Exchange differences account (3.740) {384}
254,224 252,395
Creditors
fank overdrafts 1,254 1,055
Other creditors {x) __4_4_0_5)_6_ ﬂ
45,310 18,960
Total tiabilities 299,534 271,355
.

Notas to the combinad accounts

Basis of preparation of combined atcounts

() The combined accounts consist of the combination of the consolidated accounts of Epc and
Esa,

The holding companies and their respective subsidiary and associated companies, which enllectively
comprisad the Group, 25 at 30th junz, 1987 are:

Percentage of

she apital
Class of  owned by .©lding Country of
EUROTUNNEL PL.C. share co;mpany ragistration
— The Channel Tunnel Group Limited Ordinary 100 England
— Eurotunne! Finance Limited Ordinary 80 gEngland

EUROTUNNEL 5.A. .

— Frence Mancha S.A. Qrdinary 999 france
— Eurotunnel Finance Limited Ordinary 0 England

) The combined accounts asat 315t Decermber, 1986 consist of the accounts of the firstaccounting
periods of the various group companies, which vatied from six 1o seventeen months.
{c) Tansactions between members of the Group have been eliminated in the preparation of the
combined accounts.
(d} The consolidated accounts of Esa have been converted into starling as follows:
— manetary items in the batance sheet and the profit for the pericd at the rate ruling at the
balance sheet date;
— 3 other balance sheet items {including Concession fixed dssets and share capital} at historic
rates;
— differcnces on exchange resulting from the above are shown in the exchange differences
account in the balance sheet.




Accountants’ report continued

(1i)

(i)

(i)

Accounting policias
(a) Basisof accounting

The accounts have besn prepared under the historical €ost ca  .tion and on the gog conce™
bagsis, It has therefore been assumed that a public offaring of Units, each Unit compnising one Snare
10 E9-c and one share in Esa, will take piace in 1987 and raise same £750 million

(B)  Assets under constryction

Assets under construction represent the costs incurred in the design and construction of tne
Euratunnei System by the Group.

The Tollowing accuunting policies have been edopted:

(i) thecostsincurred aris_ing from the contracts for the design and construction of the Eurotunng
System ate charged diractly to 353ets under construction;

{i)  all other costs incusred directly or indirectly in relation to the design and construction of the
Eurotunne! System are charged to profit and loss account and capitalised.

(i} the aggregate of the above is shared equally between The Channe! Tunnel Groun Limites
(*CTG") and France Manche S.A {"FM") using the exchange rate suling at the end of tre
reievant period.

{¢) Loancommitment fees and bank expenses

Fees and expenses incutred in relation 1o the credit agreements {or the finance of the design anc
construction of the Eurptunnel System are included in the balance sheet as deferred chatges anc
will be charged to profit and loss account over a period ending on completion of the Eurotunne
Systemn.

{d) Leasedassets
Asssts acquired unuar finanae leases are included in rangible fixed assets at an amount equivalent

1o the cost of such assets. They are depreciated in accordance with the policy set out in note fii)ie)
below.

Obligations under such finance leases, net of any finance charges allocated to future periods, are
includad as creditors in the balance sheet,

(e) Depreciation

The design and construction ¢osts of the Eurotunnel System will be depreciated from the date of
commancement of cperations.

Depreciation of other assets is caleulated on a straight line basis to write off their onginal cost over
their astimated useful lives as follows:

Frechold property — Nii
Fixturas and fittings — 5. 10 years
Office equipment —_ S years
Motor vehicles — 4 yaars

{fi Investments
{nvestments are stated at the lower of eost and market vilue,

{g) . Foreign exchange

Tansactions in foreign currencies are converted at the rate of exchange ruling at the date of the
transaction. Assets and liabilities dencminated in foreign currencies are transtated at the rate ruling
2t the balance sheet date. Exchange profits and losses arising from the above are dealt with in the
profit and loss account.

(h) Deferred tax
Deferred tax is dealt with as described in note {xi)

()  Equity issue cOStS
Equity issue costs are charged to the share premium account,

Dirsctors’ emoluments
The total emoluments of the directors of the Group were £348,000 (1 986. £226,000)

Fixed assats

Following the ratification or the Treaty and the subsequent coming intc f‘orce of thz Congession,
the British government has the right to require CTG to transter to it the title to freancid land and
property atquired for the purposa of construction and operation af the Eurotunnel System, and in
exchange grant leases for the duration of the Concession,
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Accountants’ report continuad
On the expiry of the Concession pariod, the immovable assets In France wili b
« o S ¢ raturned 19 e
French state, the iease aranted in the UK will come ta an engd, and the interests of C1G and Fo'.* -
ali moveable property and m_tellectual property nghts necessary for the construcuon and gperaLe”
of the Eurotuninel System, will become, without payment, the joint property of the two states
. Other fixed aisets include properties purchased under the “Thres Villages Scheme® (note (xi
currently owned hy CTG.
Fixed assets comprised: 30th June, 315t December.
1987 1986
emrrerente b
Atcost £000 £00C
Concession fixed assets:
Assets undar construction 142,569 49,137
paymants in advance 4,188 4,506
Other fixed 355ets! 2,631 2,087
eumeME———— —————
149,388 55,730
o e —a
Dejsreciation
Office xouipment (68) (z
Net book value 149,320 55,710
P F = -
(v} Deferred charges 30th Junz 315t Decemnber,
198" 1986
£'300 £'000
Fees in connection with the credit agreements 13,611 §224
ST AR
(vi) Investments
These consist of investments in term certificates of deposit, cash investments and SICAV {French
mutual funds) and compnse: 30th June, 3151 Decernber,
1987 1986
£'000 £000
Cost 29,190 38,736
interest receivable 153 214
28,343 38,950
f b
(vij) Liguid funds 30th June, 315t December,
___1_?_2 1986
£'000  £000
tank cufrent accounts ' 25,665 12,532
Yerm deposits 8,555 147,459
(nterest receivable 945 2,044
95,165 162.035
TR LT W
(viiij Share capital

Share capital at 30th June, 1987 and 315t Decembes; 1986 comprised units consisting of one share
in Erc and one share in Esaas follows:

£'000

Erec (11,237,678 shares of £4 each) ‘ 44,951
Esa (11,237,678 shares of FRF 160 each) 118,599
163,550

N

On 25th Septer.der, 1987 resolutions were passed at.extraordinary general meerngs of Ep.c ar3
£sa to sub-tlivide each £4 share in EsLC IntO 12N shares of 40p each apd each FRF 100 share in B3z
into ten shares of FRF 10 each, conditional upon {a) the Counci! of The Stock Exonange, Londcr
agreeing tc admit the whole of the issurd chare capitals of EnC and Esa to the Dihg-al List and (£)
tha Commission des Opérations de Hiourse deciding to admitUnits to La Cote Offrcietie of the Baurse

in Paris, in each case not later than 315t January 1988.
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Accountants’ report continued

(x}  Share premrum 30th June,
1987

. ) £°600

_Arising on issues of shares $7.015
Less: costs of issues (11,282)
85,733

AR

(x)  Othercreditors ) 30th june,
_ 1987

(a)  amounts falling due within one year: —

i £600

Trace craditors and accruals 13,580
Taxation and social security 662
Creditors and accruals for fixed assets 29,421
Obligations under finance leases 393
44,056

(b) amounts falling due after more than one year:
Construrtion contract retentions —
P
Total other creditors 44,056

-

3151 December.
193¢

T ———
£'000
97,015

{2.829)

87.186

SRR,

315t Decembd,
1986

£°000
4,470
255
11,822
425

i ——

16,972

932

—————

17,904

EEECTENER

At 30th June, 1987 the construction contract retentions had been replaced by 3 bank guarantee

given by the contractor to secure these contractual obligations.

(xi)  Taxation
(a)  Current taxation

No provision has been made for current taxation in the accounts for the six months to 30th
June, 1987 as it is anticipated that there will be no liability arising on tre expected results of

the Group for the full year ending 31st December, 1987.

(b) Deferrad taxation

The full potential liability to doferred tax in the UK companies, calculated on the liability

method, COmprises:

3Uth Juna,
1987
£'000
Timing diffarences in respect of:
interest raceivable and other shortterrm timing
differences 518
Loan cammitment fees and bank expenses 3,586
Losses . (2,451)
1,653
G

315t December,
1986

£'o00

46%
{23)
442

b mrermeeat]

No provision for deferred ta.: has been made 33 itis not expected that & payment would arise in the

foreseaable future. No liability for deferred tax arises in France.

(xiiy Commitments

{a) CTG and FM have entered into a contract for the dasign and construction of the Eurotunnel

Systern under which it is estimated that the Group will be required to pay some

£1,380 million plus

FRE 12210 million (at September 1985 prices) plus adjustments in respect of inflation.
{b) A Group company has undartaken to purchase propecties, if offared for sate, in three villages in

the UK sdjacent to the area in which the Eurotunne] System works at the UK n

d of tt o tunnel will

ba carried out (the “Thres Villages Scheme®). Tha coinpany’s cormitenent under such undertakings
21 30th June, 1987 was a maximum of £3,038,000 (315t Decembar, 1986: £3,460,000)

(xiti) Post balance sheet events

On 4th November, 1987 certain Group cotrpanies entered into a Credit Agreement fpr the ptovision,
subject to certain conditions precedent, of financing facilities totalling £2.600 mii"on, FRF 21,000

million and US$450 mithon.
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/' Accountants' repert continued

8. Tonsolidated 3, Conselidated profit and loss accounts Six months ended Penad ended
azecunts of ‘ 30th June, 315t Decampef,
Buratinnel BLE. Note L e

£:¢00 £'000
Own work capitalised 13,815 16,114
- Staff costs {3,488) (3.117)
Depreciation: (31) {15}
Other operating charges {¥1,003) {13.569;
Interest receivable and similat income 4,199 1,90
Interest payable and similar chargus (31) (56)

Prefit on ordinary activities before and
after tax {ii) 3,461 1,267
3

Minority interest {@13)
Profit for the period 3,048 1,270
AR .~ o ]
2.  Consolidated balance shaats 30th june, 3151 December,
Note 1987 1586
. £:0c0 £'000
Fized assets
Tangible assets {iif} 75.387 28,251
Cutrant 25515
Debtors {iv) 12,538 12,545
Investments (v) 45,829 78,774
Cash at bank and in hand 14,938 9,893
73.306 101,212
Creditors: amounts falling i within
one year {vi) (19,328) (10,315)
Net current assets 53,978 90,897
Crediters: amounts falling due after
more than ane year {vii) (8.102) (513)
Met assets 121,263 118,635
WO T ARLTLE
Capitat and reserves
Called-up share capital (ix) 44,951 44,551
—- shara pramiura account (%) 71,584 12,417
¥rofit and loss account . 417 1,270
120,852 118,638
Minority interest A1l (3)
121,263 118,635
O f -~ ]

3.  Notuss to the accounts

() Accounting policies
The accounting policies followed in the preparation of the accounts of ErLc are the same as those
set out ebove in respect of the combined accounts except as described below:

Rasis of consoliZation

The consolidatad accaunts of Emc incorparate the accounts of Encand all of 1ts subsidianes and
deal with the results and state of atfairs of the Eurotunnel project as racorded 1n the books of the
UK companies in the Group.
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Accountants’ report continued

i)

(iii}

()

v

{vi)

(vii)

Profit before taxation Six months ended
Profit before taxation is stated after charging: 30th June,
1987
, £'00
_Auditars’ remuneration 33
Directors’ emoluments 252
Hire of plant and machinery 276
TR
Tangible fixed assets 30th June,
1987
At cost £'000
Freshotd land and buildings 1,920
Qffice equipmeant 325
Payments on account 2,002
Assets in the course of construction 71.186
. 75,433
Depreciation
Office equipment (46)
Net book value 75,387
e
The net book value of office equipn~».* ™.
of assets acquired under finance leas.”
Deabtors 30th Juna,
1987
£'000
Amounts owed by Esa group companies —_
Other debtors 1,241
Loan commitment feas and bank expenses 10,245
Prepayments and accruea income 1,082
12,538
WCEENARE
Investments
Investmants comprise short-term certificates of deposit and are shown at cost.
Creditors: amounts falling due within one year 30th hg\sei
1
£'000
flank lozns and overdrafts 970
Trade creditors 3,600
Obligations under finance leases 392
Taxation and social security 57
Accruals and deferred income 14,309
19,328
IS
Craditors: amounts falling due after more than one year 30th {,"9?7'
£'000
Construction contracs retantions —
Amount due 10 ESa group companies 8,102
8,102
TR

paniod enved
15t December,
1986

£0G0
25
188

140
Py s

315t December,
1986

£'000
1,694
255
1,738
24,578

L ———

28,266
(15)
28,251

2,.,42,000 (315t December, 1986. £47,000) inrespect

31st December,
1986

£000
1,837
2,148
6,990
1,570

12,545

Fey o ]

315t December,
1986

£'000
747
3,419
425
38
5,686

10,315

2 & emime i

315t December,
1986

£'000
513

S et

513
BT
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/ Accountants’ report continued

(viii} Taxation
{3y  Current raxation

No provision has been made for current taxation in the accounts for the six months to 30th
June, 1987 as it is anticipated that there will be no liability arising on the expected results of
the Er.c group for the full year anding 31st December, 1587.

(b Deferred taxation
The full patential liability to deferrad taxation, calculated on the liability method, comprnises:

30th June, 315t December,

1987 1986
) £:000
Timing differencas in tespect of:

Intorest receivable and other short-term timing differences 518 465
Loan commitmnent fees and bank expanies 3,586 -
Losses (2,451} (23)
1,653 442

D Pk WEITEEERK

No provision for deferred tax has been made as it is not expacied that & paymeni will anse in the
foresecable future.

(ix) Share capital
At 30th June, 1987 and 315t December, 1986

Authorisad £'000
15,500,000 shzres of £4 each 62,000
TSR
Allotred, called-up and fully paid £:000
11,237,678 shares of £4 each 44,551
TR

On 25th September, 1987 a special resoiution was passed at an extraordinary general meeting to
sub-divide each share of £4 into ten shares of 40p each conditionally upon the events described in
note (viii) 10 the combined accourts above.

(x)  Share premium account 30th June, 31st Decernber,
—_—— 1987 1926
: £000 £000

Premium on issues of shares 78,549 78,549
Costs of shera issues (6.965) {6,132)

71,504 72,417

f. ) RN,

{xi) Commitenents
EsC group £ompanies, jointly wit Esa group companies, have contracted for expenditure under the
construction contract a3 described in note {xiT¥a) to the combined dccounts and a subsidiary
company has a total liabiljty under the Three Villages Scheme as described in note (xif{b) to the
combined accounts.

(«ii) Post balance sheet events
On 4th Movembaer, 1987 Eric group companies, jointly with Esa group campanies, entered into 3
Credit Agrasment for the provision, subject to certain conditions precedent, of financing facilities
totalling £2,600 million, FRF 21,000 million and LS$450 million,
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Accountants’ report continued

C.

Congolldated
necounts of
Burotunne! S.A.

1.

Consclidated profit and loss accounts

Own work capitalised

Expenditure
Staff costs
Depregiation
Other oparating charges

financial income
income from irivestments
Interest income
Gains on disposal of investrnents
Exchange gains

Financial charges
interast payable
Losses on disposal of investments
Exchange lossas

Share of results of associated company

profit for the period

Consoclideted balarica sheots

ASSETS

Concessicn fixed assets
Fixed assets under construction
Payments in advance

Other tangible fixed assets

Fixed asset invastiments
Total fixed assets

Financial assets
Deposits

Current assets
Deferred charges
Amaounts due from Enc group
campanies
Debtors
Investments
Liquid funds

Total assets

Six months ended
30th June,
1987

FRF'000
88,051

Note

{10,701)

(91,052)

3,765
29,299
3,732
14

36,810

(129)
(2.626)
(2.755)
4,055

(i) 35,109

30th june,
1987

—————————

FRF'Q00

Note

(ifi}a}
690,449
21,369

711,818
3,562

715,380
4,034

719,414

{iitx®)

(Xv)

2,494

79,566

(v 100,268
(vi) 286,851
{vii) 329,312

———————————

828,902

S ————————

1,550,810

R

14 months endeg
315t December,
1686

FREOOD

116,551

|

315t December,
1086

FRF'Q00

260,245

260,245

2,293

11.695

36,057
369,172
682,71

1,099,715

1,362,253

R T R
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Accountants’ raport continued

301th june, 315t Decernoer,

Note 1987 1986

LIABILITIES FRFO00 FRF'000
Share capital and reserves

Issued share capital {viil) 1,123,768 1,123,768

Share premium account {i=) 130.592 136,650

Profit and loss account 42,448 7,339

1,296,808 1,267,757

Provision for liabilities and charges - 22

Creditors

Bank current accounts 2,175 2,935

Other creditors (x) 251,227 61,539

254,002 94,474

Total liabilities | 1,550.810 1,362,253

b ] Pi = =

3. Notes to the accounts
()  Accounting policies

The accounting palicies followed in the praparation of the consolidated accounts of Esa are the
same as those set out above in respect of the cornbined accounts except as described balow:

(a) Basis of preparation

The consolidated accounts of ESa comprise the accounts of Esa, its subsidiary FM and its associated
company Eurctunnel Finance Limited.

(b} investment in associated company
The investment is shown at cost together with the Esa group's share of the results of the associated
company.

(i)  Profit before taxation

p———

(i)

(iv)

]

Profit before taxation is stated after charging: Six months ended

30th June,
1087
FRFO00
Auditars’ remuneration 200
Directors’ emoluments 1,497
SO
Fixed assets
(a) Concession fixed assets
Concession fixed assets are stated at cost.
(b) Other tangible fixed assets
Other tangible fixed assets comprised: a0th J‘ugn;_’
. FRF’
Cffice fixtures and equipment and vehicles RF'000
At cost 3,769
Depreciation (207)
Net book value 3,562
ORI
Doferred charges
Deferred charges represent bank commitment fees andl expenses,
30th June,
Debtors 1587
. FRF-000
VAT recoverable 98,852
Othet debtors and prepayments 1,376
100,268
AP

period ended
315t December,
1986

FRF-000
250
688

st D;ecemben
1986

FRF'000
1,302
(45)

1,257

RS

315t December,
1986

FRF'ODO
35,709
348

36,057
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Accountants’ regort continued

.

Pro forma
combined
not assets

(vi)

fvit)

{vifi)

(ix)

(x)

xi)

(xii}

Investments .
Investments comprise mainly investmants in SICAV
tiqurd funds 30th june, 315t December
1987 1985
. FRF'OG0 FRF'O00
Bank cutrent agcounts 104,857 25.014
Term deposits 222,162 651,000
Interest receivable 2,293 6777
329,312 682,791

Share capital
Share capital at 30th June, 1987 comprised 11,237,678 shares of FRF 100 each.
On 25th September, 1987 a resolution was passed at an extraordinary general meeting to sub-divige

each share of FRF 100 into ten shares of FRF 10 each conditionally upon the events described in note
{viii) to the combined accovnts above. .

Share premium 30th June, 315t Decembey,
1987 1686

FRF'QO0 FRF'000

Onissue of shares 171,692 171,692
Cost of issues (41,100) (35.042)
. 130,582 136,650

TP RN

Other creditors 30th June, 315t December,
Amounts falling due within one year: 1987 1986
FRF'GOO FRE'00Q

Trade creditors and accruals 83,573 8,808
Creditors for fixed assets and accruals 190,265 62,111
Amounts owed to ErLc group companies — 17,400
Other creditors 7,389 3,220
251,227 91,539

T NIEYE TEECAELEES

Commitments

EsA group companies, jointly with EeLc group companies, have contracted for expenditure under the
construction contract as described in note (xii(a) to the combined accounts abave.

Post balance sheet events

On ath November, 1987 Esa group companies, jointly with Enc group companies, entered into 3
Credit Agreement for the provision, subject to certain conditions precedent, of financing facilites
totalling £2,600 million, FRF 21,000 million and U3$450 million.

On a pro forms basis, after taking sccount of the proceeds of the proposed issue, which are
estimated by Eurotunnel to be £702 mitlion after expenses, as if it had taken place on 30th june,
1987, the combined net assets of the Group would have been:

£'000

Net assets at 30th June, 1987 254,224
Estimated proceads of the proposed issue 702,000
Pro forma net assets 956.224
PRI

Pro forma net assets per Unit . £2.88
TR TS

The calcufation of pro forma combined net assets is based on the combined balancy sheet of the
Group at 30th June, 1987 as set out in this report. It does not take into account any results inrespect
of the pariod since 30th June, 1987 and has bean made for illustrative purposes only.

Yours faithfully
B.E.F.E.C.—Mulquin et Associes

Paat Marwick Mclintock Audit Continental S.A,
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I Articies of EPLC and statuts of ESA

1.

Articlas of EriLC

(3

®)

{c)

(@

(e

Tha articles of association of Erue, whith weze adopted, subj t it
, ¢ . which , subject to the +-..- fition described belaw
in sub-paragraph 2{iX¢X1} under the heading “Further information®, pursuant to 8 specia! resolution

passed at an extraordinary general meeting held on 25ih Seatember, 1987 comtaw, nter and
provisions to the following effect.

Issues of shares and rights to subscribe for shares

{)  Subject to the provisions qf the Companies Act 1985, the unissued shares in Esic shall be at
the disposal of the € directors but no such shares may be ailotted ot be the subject of
warrants to subscribe for shares unless such shares are or will be issued in the form of Unis
in conjunction with a simuitaneous issue of shares by £za, with each share comprised in any
Unit being held by the same person,

() Emc may only issue redoemmable shares if they are redeemable on equivalent terms to
redeomable shavgs issued by Esa and comprized in units of redsemable shares,

(1)  E€pLc may issue bearer shares upon such conditions a5 {he Erc directors may determine, Subject
to these conditions and to the provisions of the Companies Act 1985, a holder of a bearer
shara shall be deemed to be 8 marattr of Enc and shall be entitled to the same rights ana
privileges and be subject to the same restricticha on transter as if his name had been includec
in the register of membuers as the holder of the shares comprised in such bearer share.

Forfaiture and calls

{) 'n addition to tha power of forfeiture in the event of non-payment of a calt on partly-paic
shares in Esc, EpLC will have a power of saie over the relevant shares, Calls on partly-paic
shares in Ep.c and forfeiture or sale in the event of non-payment of a call can only be made of
invoked, as the case may be, by the EpC directors when the Esa directors have equivalent
powers in relation to shares in Esa, and in such event Emc and Esa shall exercise such powers
jointly in respact of the shares in Encand in Esa comprising the relevant Units.

(i)  The Esc directors have power to reject payment of moneys tendered in respect of acalton
partly-paid shares in Erc if, or to the extent that, the holder of such shares has failed 10 pay
a call in respect of the Esa shares comprised in the velavant Units, [n such event the provisions
of the articles of EsLc may apply as if such call on the siares in EpLC was unpaid.

Rights attaching to shares

() Voting: subject to disenfranchisament of a member in the event of non-payment of any calls
or other moneys due and payable in respect of any shares in ErLC of hon-compliance with a
notice requiring disclosure as to beneficial ownership, on a show of hands every member
present at a general meeting in parson of, in the case of a torporate mermber, present by its
duly authorised representative (who is not himself a member) shall have one vote and, on a
poll, #ach member present in person or by such representative or by proxy shail have ene vote
in respect of each share in Eric held by him,

()  Dividends: subject to any special rights attached to any shares in EpLC issued in the future, the
holders of shares are entitled, pari passu amongst themselves, but in proportion to the
amounts paid up in respect of the naminal value of the shares held by them, to share in the
whole of the profits of Erc distributed as dividends. The ErLc directors may make arrangements
for shareholders to receive dividends in currencies other than sterling. The Erg, diractors may,
in their discretion, fix any date as the record date for any dividend or distribution.

("  Return of capital on a winding up: on & winding up the liquidator may, subject to the sanction
of an extraordinary resalution and the requirements of the Companies Act 1985, divide among
the members of vest in trustees the whole or any part of Enc's assets.

Vriation of share rights

Subject to the provisions af the Companies Act 1985, if at any tima the capital of Erc is divideo
into different classes of shares, the rights attached 1o any class may only be varied if an equivalent
variation is made to the rights attached to the class of shares in £sa which are twinned as units with
that class of shara- in Erc, Subject to this, such rights may be vasied in such manner, if any, as may
be provided by the relevant articles setting out those rights or with the consent in writing of the
hoiders of not less than three quarters in nominal value of the issued shares of that class, of with
the sanction of an extraordinary resolution passed at 2 separate mesting of the holders of the shares
of that class.

Changes in share capital

Provided that Esa effects a similar change at the same time o that the.nqmber.of shares in issue Ir
ErLc and Esa shall be identical at ail times and the classes of shares in issue in ErC and Esa sha!
correspand so that all the shares in issue in both companies shall be twinned in the form of Units:

()  Erc may by ordinary resalution inctease its share copital, sub-divide and consolidate its shares
and cancel any unissued shares; and,

()  subject to the provisions of the Companies Act 198BS, ErLc may purchase its own shares and
may by special resolution reduce its ghare capital.
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Articles and statuts continued

U

(9)

(h)

()

Transfer of shares

No share in Er.c may be transferred unless the transferee also acquires the share in Esa whizh is
twinned as a Unit with that share in Ewc and registration of each share transfer by EnC and Esa must
take effect at the same time. All transfers of shares in Es.c must be in the usual form or 2ny other
form approved by the Emc directors. The instrument of transfer must be executad by or or behal!
of the transferor and, if the shares in Emc being transterred are not fully paid, aiso by or en behalt

" of the transferea: in the latter case the Emc directors may decline to register any such transfer.

Unclaimed dividends

Any dividend unclaimed after a period of 12 years from the date when it became due for payment
may be forfeited in {avour of Enc.

Borrowing powers

The Eric directors may exercise all the powers of EriC to borrow money and to mortgage or charge
the whole or any part of its undertaking, property and uncalled capital and, subject 10 the provisions
of the Companies Act 1985 and of the articles of Erc, to issue dsbentures, debsnture stock anc
og!a;r securities whether outright or as security for any debt, liability or obligation of EpLC OF of any
third party.

Directors

()  Unless otherwise determined by ordinary resolution the number of EpLc directors shall not be
n;\ore than 20 but shall not be less than three. The quorum for meetings of Enc directors is
three.

(1)  An Enc director who is also an Esa director or a censeur of Esa shall vacate his office as an
£p.c director upon his ceasing to be an Esa director or 3 censew’ of Esa.

(W)  Section 293 of the Companies Act 1985, which concems the yatirement of directors attaining
the age of 70, applies to EnC directars.

(V) The Epec directors {other than executive directors) are subject to retirement by rotation. EfLC
may by ordinary resolution appoint Erc directars, tither to fill vacancies or as additional
directars, The Enc directors have similar powers but any person so appointed shall retire at
the next following annual general meeting. Enc may by ordinary resclution remove an EpLc
director bafore the expiration of his period of office and such removal is without prejudice to

any claims for damages for breach of any contract of service. !

(V)  An Erc director shall not be requirad to hold a qualification share and shafl be entitled to
attend and speak at meetings of shareholders.

(Vi) Anamountnot exceeding £200,000 per annum (o such larger amount as EpLc may by crdinary
resolution determine} may be fixed by the Enc directars for their remuneration by way of
fees. It shall be divided between the Eric directors as they agree o, failing agreament, equally
Any Eric director who holds any executive office may be paid such extra remunaration as the

ErLc directors may determine.

(Vi) The Emc directors may from time to time appaint one or more of their body to the office of
fnanaging director of to any nthar executive office in the management of the business of Ep.C,
and, subject to the provisions of the Companies Act 1945, on such terms sl for such pariod

a3 they may determing, Unless otherwise agreed in any contract of service any appcintment
to an exzcutive office shall terminate if the axecutive ceases to be an Enc director but without
prejudice to any claim for damages foc breach of such contract of service,

(V) (A) The Enc directors miy delegate any of their powers:

() tosny miniging director of Emc or sy Enc director holding any other executive
office;

(i) subjectto sub-paragraph (i), 1o any committee consisting of three or more EpLc
directors and {if thought fit) one or mofe other persons, but a majority of the
members of the commitiee <hall be Erc directors and no resolution of the
committea shall be effective unlessa majority of those present when 1t is passec

are ErLC directors; of

(i) (in respect of any matters {0 be gdecided jointly with the board of Esa) to any
committee consisting of three or more Erc directors, and (unless such directors
are also directors or censeurs of Esa) one or more directors or canseurs of €saand

(if thought fit) one or mare other persons.
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/ Articies and statuts continued

(8) Any such delegation may be subject to any coritions imposed by the Erc direcrors
and either collaterally with or to tha exclusion of their own powers and fmay De revoked
or altered. Subject as aforesaid, the proceedings £:¥ any committee with three or more
members shall be governed by the articles of EHC 52 far as <aey are capable of applying

(IX) The Esc directors may grant pensicns or other benefits to eny former executive director and
to persons connected with him.

{X} Subjectto the provisions of the Companies Act 1985 and provided that h2 has disciosed 10
the £nC directors the nature and extent of any material interest, an Enc director may be a
party to, o o_therwue interested in, any transaction of arrangement with Emc or in which Er.C
is otherwise mtgrested and may be a director or other officer of, or employed by, or & party
th any transaction or artangament with, o otherwise interested in, uhy body corporate
pro_moted by Emc ar in which Enc is otherwise interested, and shall not, by reason of his
office, be accountable to Eric for any banefit which he thereby derives.

(X) (A) Except as stated in sub-paragraph (B) below an Enc director shall not vote on, or be
counted in the quorum relating to, any recolution concerning a matter in which he has,
directly or indirectly a material interest.

{8) An Erc director chall be entitiad to vote and be counted in the quorum in respect of
any resolution if hisinterest arises by virtue of his baing a director {including an executive
director) of Esa or any of its subsidicries or an employee or consultant of a partnershiF
in which EpLc or any of its subsidiaries is a partner, of if the relevant resolution concerns
any of the following matters:

{iy the giving of any guarantee, security or indemnity te him in respect of money
lerst tdo. or obligations incurred by him for the berefit of, Emc or any of its
subsidiaries;

(i}  the giving of any guarantee, security or indemnity to a third party in respect of
an obligation of Emc or any of its subsidiaries for which he himself has assumed
responsibility in whole or part and whather alace or jointly with others under a
guarantee or indemnity or by the giving of security,

(i)  any proposal concemning an offer of shares, debentures or other securities in EsLC
for subscription, purchase or exchange in which he is or intends to become
interested as a participant in the undarwriting or sub-underwtiting;

(iv) anyproposal relating to a transaction of srrangement with any other company in
which he is interested, directly or indirectiy, provided that he is not the helder of
or beneficially interested in one per cent. or more of the ecuity share capital of
such company {or of any other company through which his interest is derived)
and not entitied to exercise one per cent. or more of the voting rights available

to members of the relevant company;

(vy any praposat concerning a retirerment benefits scheme which has been approve *
by or is conditional upon approval by the Board of (nland Revenue of the UK fe.
taxation purposes; or

(v anarnangement for the banefit of the emplayees of Erc ce ¢ i ite subsidiaries

-— - or of any partnership in which Enc or any of its subsidiaries i3 a partner, including,
but not limited to, any employees’ share scheme, which does not accord to
any director as such any privilege or sdvantage not generally accorded to the
empioyees to whom the arangzment raiates.

(Q) Where proposals are under consideration conceming the sppointment of twa or more

gr.c directors to offices or employments with Emc or any partnership of body corporate

in which EmLC is interested, such proposals may be divided and considered in relation to

each Erc director separately, and in such ca:2 each of the Enc g~ ore soncerned (if

not debarred from voting undet sub-paragraph (BYiv) or by Virtue ©i any HINET pravision

of English law or the articles of ExLc) shall be entitled to vote and be counted in the
auorum in respect of each resolution except that conceming his own appointment,

(D) Ermc may by ordinary resolution suspend or velax all or any of the provisions of its
articles prohibiting an Enc director from voting at a meating of committee of Erc
directors.

()  General meetings )
{y  Unless otherwise determined by the ENC directors, annual general meetings of Emc shall be
held in England and France in shternate years and all general meetings shall be held on the
same day and it the same place &§ the general meeting of Esa (if any) convened to consiger
the same matters.

(I The EriC directors are empowered to make arrangements for the purpose of contrailing the
jevel of attendance at any place specified for the holding of a general meating. These
arrangements envisage simultaneous attendance and participation by shareholders at

locations ather than the place at which the reeting is being held.
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Articles and statuis continped

2.

Statuts of Esa

(%)

@)

(

(<)

Notices

A shareholder whose registerad address is aot within the YK or Frange but wha gves 10 Erg an
address within the UK or France a2 whigh natices are 10 be gvan 1o him shall be eatitied 13 "ave
notices given 1 lum at that adgress, but otherwise no such member shall be entitled to tecewve any
notice from Eng. In respest of the bearer shares, notices are to be quen by way of newspape?
adverusement only which shalt be deemed to have been givea on the day the advertisement s
published or, if itis publishad more than once, on the day it is first publisheq.

Tha statuts of Esa, which were modified by a resolution passad at an extraordinary general meeting
held on 25th September, 1987, contain, inter alia, provisions 1o the following effect:

Issuas of shares arisi rights to subscribe for shares

{}  According to French law shares of a company may only be issusd pursuant 10 an extryordinary
resolution of the sharehalders, whichreguires a two-thirds majority of the shareholders prasent
or represented, No shares in Esa may be allotted or be the subject of warrants to subs¢nbe
for shares unless such shares are or will be Issued in the form of Lnits in ¢conjunctian with &
simultaneous issue of shares by L2, with each shate comprised in any Unit being held by the
same person,

() Shares are at presant all registered shares of nominal value of FRF 100 and, conditioniily on
listing, will each be divided into ten shares of FRF 10 and may te issued in both registered angd
bearer form. At the option of the shareholder, registered shares may be convarted into bearer
shares,

Forfeiturp and calls

) Inaddition to the power of forfeiture in the event of non-paymant of 2 <all on partly.paid
shares in Esa, Esa will have a power of sale over the relevant shares, C3lis on partly.paid shares
and compulsory sales in the event of non-payment thereof are to be made ar effected by the
E£sa ditectors only when the Emc diractors have similar powaers in refation to shares in Emc and
have decided 10 exercise such powers in a siritar manner,

()  For payment in respect of calls on partly-paid shares in £54 to be effectively mada payment
must also be made by the shareholder in cormpliance with sny call in respect of his shares in
Erc comprised in the relevant Units,

Rights attaching to shsres

(h  Voting: subject to disenfranchisement of a member in the event £f fon-payment of any calis
o other moneys due and payable in respect of any shares in Esa o by virtue of any legislative
provisions or regulations, every member present in person at 3 general meetisig or by prosy
(being his spouse or another sharehoidar) of in the case of a corporate member present by its
duly zutherised representative shall have onz vote in respect of each share in Esa owned.

()  Dividends: subject to ariy special rights attached to sny shares issued by Esa in the future, the
holders of zhares in Esa are entitied to a shara of the profits distributed by Esa as dividends
pro rata to their rights in the shize capital of Esa. The annual general meeting may grant to
shareholders the option to receive payment of all or part of the dividends to be disttibuted in
cash or in the form of shares. There is no fixed date on which the entitlement to 2ny divideng
or distribution atises: the shareholders in ordinary general meeting or the Esa directors may
fix a date on which dividends are payable (such date not being later than nine months after
the close of the relavant financial year).

{1  Return of capital on a winding up: with the approval of the shareholders in ordinary genarai
meeting, the assets remaining after payment of the debts and habilities of Esa and the costs
of the liquidation shall, subject to any special rights attaching to any shares ssued by Esa in
the future, be applied in repaying to the hoiders of shares the amounts paid up on such shares
and any surplus shall be distributed amongst such holders according 10 the numbers of such
shares held by them respectively.
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(d

(e

it

{9}

()

(i)

\ariation of share nghts

The sratuts of Esa do not contzin any provisian dealing wish variation ot snare rights The stanjts,
however, provide that any medification of the statuts nuust ot ziter the system of issue of Unag
without simidar madification being made by Emc. Pursuant 16 French faw any viriation of share

- nghts, whan permitied, requires @ twaorthirds majority decision of the sharghoiders present ¢r

represented in general meeting,

Changes in share cxtivel

Providad that Emc effects & sinsiis cXange at the same time, Esa may by extracrdingry reselutian
{i}  increaseits share capital,

() reduceits share capital, and -

(1) in cartain circumstances as defined under French Laeg purchase its ovuin shares,
Bangfer of shares

()  Noshare inEsamay be transferred unless tha transfered tlso acquires simultaneously Yhe share
in Emc which is twinhed &s & Unit with that share in £5+ and registration of the transfer by Ess
and.Erc takes effect at the same time, Once tie Urits are listed on the Cote Offizislle des
Bourses de \bleurs de Paris, Esa sharas mzy be issued in either registered or bearer form
Transtar of shares in E¢s in registered form will ba registered in the registre de mouvaments
da titras of Esa. Units dealt in on tha Scurse will be held in bearer forn by SICOVIM, a3
transfers will be effacted between the SICOMAM accounts of financiul institulions atiilizied
with S/COVAM which act on behalf of holders of Units, Esa is entitled a1 any time 10 requast
:hat SéCI'OMAMor any other competent organisation identifies sharenciders in sccordance with

rench law

() 1f ashaze in Esajs not fully paid up it must be held in registeted form and the sharehilder, any
interrvediace transferee and the original subscriber are jointly and severally liable to pay any
call in respect of that share until a period of two years has elzpsed from *%. I>te on which
the shareholder in quastion instructed Esa to register the transfer,

Unclaimed dividends

According to French law, any dividend unclaimed after a period &7 five yeors from the date when it
became due for payment shall be forfeited in favour of the french state.
Borrowing powers

The Esa directors and the chairman (subject to any limitation of the powers of the chairman on
which the Esa directors may from time to time decide) may exercise all the powers of £3a to borrow
money and mortgage or charge the whaole of any part of its undertaking and property (subject to
the provisions of Franch law concerning guaiantees issued as security for any debt or liability of any
third party). Issues of debentures must have the prior authorisation of an ordinary general meeting
of shareholders; issues of debentures ar other securities convertible into or exchangeable against
shares miust be decided on by an extraordinary ganers! meeting of shareholders,

Directors

()  The number of directors of a company is limited by French law to a-minimum of three and a
maximum cf 12 and consequently Esa will have in addition to its board ol dicectors a cormmittes
of censeurs consisting of a maximum of eight individuals, A querum of at least half of the
rumbsr of directors is requirad to'transact businass.

()  An Esa director wha is #l30 an Emc director shall vacate hic office 35 an Esa director upon his
©288ing to be #n Enc director.

()  Atno time shall the board of directors have more than one-third of its members with an age
erceeding 65 years,

(V) The sa directors ire appointei for a term of six yeais.

(V) An Esa director is required to hold one qualification share which, temporarily is not
transferable.

(V) The tota! remunieration of the Esa directors in respect of attendance fees is determined by the
sharsholders and will be divided 2mong the Esa directors as the Esa directors think fit, An Esa
director may receive further rémuneration cnly for particular 1asks or, if he it 4n employee cf
EsA, in the form of a salary Only empioyees who have completed 21 least two years' service
may be elected as directors and the nuriber of employees on the board of directors may not
exceed oni-third of its compaosition. Except as stated within this sub-paragraph ao other form
of remuneration of directisrs is permitted under French law

(VI) The Esa directors alect a chairman frorm among themselvas who is responsible for the genera’
ms ~agement of £5A assisted by directeurs-généraux, The charman may 1n turn be substitutes
and may delsgate his powers 1o 3 certain extent, Upon attaining the age of 70, the chairman
fust retire but the Esa directors may extend his term of office by a maxmum penod of five

years,
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(k}

)
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(Viil) As reqards third partias the chairman and/cr the dReteus-gérdtaun have ol nICessar
authovity 0 5t on behalf of £34, Indivicual €5 directors have nog such genera! wmarff;« s

(IX)  The Esa directars may detegate SEMan spacifiz rasks 1o one of themsaives or 10 third paryes
f 1o committees whose comaasition and powers are determined by the Esa diracrors

(%)  AnEsa director may directly or indirectly though & cornpany of which he is the owner o o

director, d:recreur-generql, SEAN, membre du dirgctoire, membre gy consed gy surveitiange,

o7 3 sharehaldar with unlimited liability, enter into certain agrecments with £Sa provided that

the requ!r_e'menss of article 101 ang subsequent articles of the French oF sut s socistes

commercizies of Z4th July 1956 are met. Such afreements must be zuthorised in advance by

the £sa directors and later Adpraved by a general meeting of shareholders acting upon a speciat

report from the statutory auditors, provided that an £3a dirmetar My not voia on 3nd iy not

) ;:oumeci;n the quarum relating 1o dny ssolutic. . Lwiunsing sny agreement in which he 15
narasted,

(W) Az Esa dirsctor may not, directly or irdirectly reek any loan or guarantee from Es
Censeurs

(i A committes of conseurs consisting of & maximurn of cight individuals, who may, but need
not, be shareholders, has been established, The members of the committes cf censaurs ara
appoitned by the Esa direciors for a term to be fixed by the Esa directers ar the time of
appgintment. The diracteurs-génsraux may be appointed as canseurs i they are not atready
Esa directors,

()  The Esa directors determine the remuneration of the censeurs,

(It} The conseurs attend all meetings of the Esa directors but do not have 2ny voting rights. The
absence of censeurs fiom any such meeting goes not s#a2t the validity of resclutions of the
Esa directors passed at that meeting.

(V) The committee of censeurs is under a duty to monitor the abservance of the statwis and to
give their opinion on any questicn submitted to them by the Esa directors,

General meatings

Annua! general meetings must be held to Approve accounts far each financis! year within six mgniths
following the end of such financial year. General meetings shail be held at the haag office or at any
other place in France or sisewhiere dacided upon by the Esa directors.

Notices

The provisions refating to tha giving 6f natices to shareholders who hold bearer shares are st out
below under the heading *Bearer Units®, Al registeved shareholders who hava haid thair Esz shares
for 3t least one month prior to the notice convening the meeting will be advised of the Shareholdars’
meetings by ordinary mail or, if they 5o request, by registered mail ot ther ssuin expensa,

Fiscal equality

Whether Esa is operating as a going concem o is in liquidation, payment of an identical dividend 1o
each shareholder will ba ensured by consclidating all taxes and/or tax reliefs for which Esa may be
liabla or to which it may be entitled.
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pringinal qgmﬂ&{gggna Certam of tha nghis of the holders of Units in cagigtesed form 9
AN ; . g Pus 4 ! orm (Fuch a3 ThOse CUMETEe A she YR
aRas e o Yalka If Gitery are descriped akave under the heading *seicles STENC and SR R Ess e v

£ g goon T . o
haares (- rm The fights af the halders of Units in beares form will ke govaraed in the gave ¢ 0% EpC shaes

comprised in the Jiits, by the articles of assogratan of Erg and the 1S ATXRIEI DY A0 poaid ot
gireqtors af &ng purauam thereta by @ resotution passed gn Sth Nove b 1557 ang, 3R the <9RR
of the £sa shares compnsed in the Urits, by Frepchlaw and avesctunan of 1he board of diectors of
Esa passed o th Novembe:, 1987 The Totlowing SUTIMATises IDESR FiERtE.

(3 Centifiates and coupons
()  Unitsin besser form will be representes by cestificates {"bettet centifieatas”), which will both

represent the Es shatas and constitute a share wamant to bearet {within the meaning ot the
Companizs Act 1385) in respsct of the Eme shares comprised in the felevant Umty Deare’
centificates may be held athee Si)by SIZOVAM on bahalt of institutions atfiiated with it whigh

i turn hald for the account of lnvesters or (i) &y investon outside the SICOVRM syster

() Bearer certitizates will be in such form o7 forms, which may giffer {or thase which may be
hald only by SICOVAM and those which may be held by invastors outside 1he SICOMM sysiem
(the latwer beirg referred 10 balow as *girect cestificetes’), 23 the boards of directors of Bt

and €54 may adopt and will be issued under the seal of Enc and signed on ehalf of L1a, Each
dicect cernficate will have attached to it ases of rumbered coupons *soupans*) which must
be surtendared in order ta claim any dividends or cther gistnbutions in respact of the Units
10 which they relair.

(y  Diract certificates will be issued In such denominations of Units &3 the holder may raquest o,
in the absence of such request, as Eme, ESA of the registrars of Es& may think fit, The directors
of Eric and ESA reserve the right to charge fees upon the issue of any direct certificates.

(b} Noticas of general mieetings

(y  Notices of any genaral meeting of Enc end Esa will be givento holgers of Units in beorer form
by publication in at teast one nationa! daily nuwspapet in the UK and in the French financial
press. The natice periods yequired will be the same as for holders of registared Units and tor

this purpose notic? will bo deemad duly given on the datg of publication.

iy Netice of genaral inextings of Esa will also be published in the BALO (Buliatin des Arnonces
Légates Obligatoires)at least 30 days before the teeting and a second notice will be published
in a lagal gazette and in the BALD atleast 15 days befora the meeting.

(c) Attendance at geneval meetings and voting tights

(y 1the nolder of a direct certificate withes to attend and vote #t & gerieral meeting of ErLc of
Esa in respect of tha Units represented thereby, e must deposit his certificate at least five
days before the moeting with a bank acceptabls to EnC and Esa for the purposg, together

with a statament in writing of his name snd address; the certificate must rema:n 50 deposites
until the meeting, of any adjournment thereof, shall have besn hald.

{  Upun the deposit of his direct certificate, the hoides will be given a furthet certificate (2
*voting cedtificate”) stating his name and asdress, the numbey of Units.r!pfesemed by the
direct cartidicate and the serial aumber thereof. The voting cm:uﬁtate will enititle Bim, of his

duly appainted prony to attend and vote at the general meeting in the same woy as if he wera
the repisterist holdst of the Mnits soctitied in the direct gestiicate.

() inthe case of holders of Uit In Besres form which #6% held through an institution affiliated
with SICOVAM, vating certificates will be available on request from the institution through
whom the Units zre hieid not later than five days pricf 10 the date of the meating.

{iv} During the validity of a voting certificate the persol) named in it shall, fer all purposes 1
¢ “oection with any genasel meeting of Erc ot B b geemed ta be the holder of the Uits
10 which such votng certificate ralates.

(d) Titleand transfor _
(y Abrared cortificate entitles the pagrer to the shares imErcund Esh specified in it

{iy  The bearer of a bearsr centificate of coupon shall be trested A% the absolute owner for ali
purpuses notwithstanding any natice of ownesshin of G previcus foss of theft of o1 trusi of
gther interast therein {except a3 ordered by # a:c:u'n_of compatent juricdiction O regared by
law) and neither EpLc nor Esa shall (except as aforeszid) be bound 10 recogmise any sther claim

10 or interest in the Units represented by the carsificate of the rights represented by the

roupon.
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gy Intne case of Umagin bearet foom beld ygygh Kunsttuiea atfigted to STOWAT 22D
Gia may racegnise the steraats of the perssas Heanbed by the atihaied @etALtS? 3%
g'umately benefinng frgm the entres @ ihe bogrg el FCQWRMAcespedt gtine oy ntre
event of any douit of dispute &3 10 10e deatity Of sush Rerscns, Eng and Ba will ieiogn S8
SICOWAM af thiy persans deggnated by SICOMAREGR SRS DUTRTIES

V) Tetodiredt gerulicates and CouPORS Wit ass by debivery

0 Inthe caze of units in bRaree form hetd through an institution afigted 10 SICOWM, 2ealngy
in Units will b recceded in the books of SCOVAM and tie affiliated inasitutian

Convarsions

 Upon surrender of his certificate for eagiatered Units to tha registrar of Eng 1ogether with"¢
requisite cesversion form (obtainable from the registrars of either Enc of Esajayly IgRe0 073
2 remittanca for the baases instrument duty {and/ot any sim_ar 18X, charge of duty wiieh -
ba payable) and any fee charqed by Eng and E5a, the tegistaeed helder will be gntitten 18 IF2
issus of a bearer certificate o cartificates representing the relevant number of Uins

(i} Upendie surtende: of . direct centificate to s registrar of Esa toguther with all unmatures
coupons relating theralo, the Tequisita convestion torm duly signed and a0y fro chatdea &,
Emc and Es, 3 holder of Units in bearer form will be entitied to have his name entered 85 3

member in the registers of Enc and E¢a and to delivery of 2 registered certibicate v tespods
of the number of Units represented by the direct certificate, In the case of Units In bearer
form held through an institution affiliated to SICOVAM, the conversion witl be effected £
delivery of the requisite conversion form duly signed; together with any few charyed by EbL
and 8¢a, to the alfiliated institution for onward delivery 10 the sagietrar of ESa and tre
Jegistered certificate will be delivered to the affilisted institution.

Dividends and other distributions

The holder of Units in beares {erm wilh heue the saime rights to dividends and other distnbutions 2>
aholder of Unitsin regisiased form. Inthecose of direct cestiigates, dividends andother drstnbulivrs
will be made against surrender of the reicvant coupoi, In tha coze nf Units in bearer {orm heig
through SICOVAM, payment wil be made by vy of creat 1o the wzeteits of the Stfhatec
institutions, which will in turo credit the accounts of their clients.

Jssue of further direct certificates and replacement diract certificates

iy If the holder of a direct cestificate sha!l dativer it up for ¢ancellation at the oifics of the
registear of £sA with all unmatured coupons {if any) atached and shall pay a1l taxes, stamo
and other duties payable on jssue of the new cortificate(s) and such fees a3 the directols of
Erc end Esa may charge, e thall be entitled to the issue of a new direct tertificate of
certificaues for the Units covered by the curtificate delivered up {or cancellation.

(y  Ericand ESa may in the sbsolute discration of the Directo™s and subject 1o the pravision ¢*
such evidence, indemnity and/or segurity as they may raquire, 1ssue replacement direct
certificates in lieu of lost, destroyes, natilaied & defaced direct ceruficates. Mutilatea 07

detaced certificates must be surrenderad, together with all unmatured coupons appErtaimbg
thereto, before replacements are lssund.

Other rights of bearer certificate holdérs a5 members of Enc

Tha bearet of abearer certificate shall be deeined 10be A member of Encto the full axtent in respect
of the EmCshares covered by his certificate. In order tO cuercise any such rights the bearer of adirect
cectificae must produce s girect certificate and state his name ard address and (if the directors
of ErC 30 require) pevmit 10 e endarsed on his direct ceniiicite details of the sxercise of his nghts

Amendment

The directors of Emc may #roen time to time amend th terms which govern the rights of thi hoiders
of Emc shares in bearer form, adopted by resclution passed on 9th November, 1987, but 5o that
except with the sanction of a special reselution of Excin general mekting no such amendment vui
be made if it3 effect would be to deny to any holder of Units in bearer form any of the rignts ¢t
mambarship of Emc to which he would have been satitied if his Units had been held in registeres
form,

~t
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Each Umt acquired nihe lsgye will Rave with ot 3w aak sgved by Ea9 a0 “EmT New R
and 3 viarrani issued by §ialan "Riatiew yarzanth she Erg ew Vet and e e ey VWRI0T8
being tagether refermed 10 iR thus descrplon 35 “bapee agrnnel Yaramy® New Fuiglunne
Vrarrants issuddd with Lints i r,eg;ng:j farmwd) o2 0 repsteres form prad cepresenied antially N
legters of acczptance and Those issued with Uit @ baaet Sorm will bie an beager form The §=.2
Newﬂ\minms and the Esa New Wamaatl will D subyect 10 Wity FRPNGETRAALS At 10 Thoss
acplicable 19 Uve shares in the two Lompares, oad Er,C New Warrant 1opather with ong £58 New
warrant (Both being in eithet registeced o brates fourm) Sy togiher referred 10 below 3% 3 "Naw
wartant™ Ten Now Warrants wil (subrect ta the adustment provisions Gesenbed in paragrph 3
belgw) §ntitle the selavant wasranibgidst (8 Thew Warranihalder’; 1o subsgnbe {or pae Unt, 31 a0
axergise prIce pre New Warmant of 23p and FRF Z.30 (the *Exercrie Amount'}.

in view of the twinning armangemants referred to above and of the differing laws ang
practizes of the United Kingdom snd Franca, investors showid not assume that the termi
and conditicns applicable to the Naw Eurotunnsl Warrknts correspond 10 convertional
practice in aithar country it in 20y doubt, thay shoukd consult & professional advissn,

The Eric New Viarrants will be jssued subject to and with the benefit of an Instrument by Wiy of
deed poli (the *Instrument’) gaverned by English law and dated 13th Hovember, 1887, The Esa New
Wareants wilt be issued subject to and with the benelit of Board Resolutions of 54 (the *ResOINIOR’)

governed by rrench low and passed on 9th and 13th Novemnhar, 1387, The New warrshtholdes wis
be entitled to the benefit of, be bound by and be deemed 1o hove notice of all the terms and
eaaditions set out in the Instrument and the Resolution, copies of each of which may beinspettes
at the registered offices of both Exc and EsA,

UX, investors are being offered New Warrants in registered foim, French ihvestors arebeing otlered
Naw Warrants in bester form. Investors outside the UK ard france are being oftered New Warrams
1n agistesesi dng/or inbearer {ntm. All the New Watranis inb aret far . ure 1o Db held by SICOVAM
1..1 atfiliated instisutions including Cedel S.A and Evrociuar anty ;0L be neld direstly.

~pplication has been made {or the New Warrants 10 be admittes to the official lists of The Steck
g rzhange, inregistered and bearet form, and the Bourse, inbearet form, and atso for their sgmission
t5 dealings under the SICOVAM system, ali at e same tires a5 the Units are 50 admitted, New
\Varraats will be listed separately {rom Linits, and may be tesded separately from Units.

New WWirrants may be exercised only i tens and in inteyrat muitiples of ten, They may be exerciscd
at any time {subject 10 paragragh 3(1) sefow) duringy the peniod commencing on 15th November,
1990 and #xpining on 15th November, 1952, at tha Exercise Amount. in ne-circumstances may B4
New Watrants o7 £Sa New \warrants be exercised suparately

After 15th Novembe, 1992, any New Eurotunr \Varrants which have not been exercised will lapse
and will coase to be valid for any purpas.

1t thete is an increase in tha jsiued share caritals of Emc and Esa, they shall have the right to suspend
the sxercise of the New W agnts for 3 prtiod not exceeding three months, provided that no such
suspensian shall be in e*iect during sty part of the petiod from 1 5th Septemiver, 1992 to 15th
Noveribes 1992, No eatensicn of tha perioid for exercise of New Warranis will result from any
suspension.

i order ta exarcise a New Ytk inregiatered form, the relevant New Warrantholcer must complete
and sign the subscription foeum, O evary cerificate relstive to the New Eurotunnie) Warsants being
exercised and deliver such cuiclicates, sccompanied by 8 remittance for the Exercise Amount, 10
the spacified oifice of e A registrar. New Werrants iny beares form will be exercisable by request
either directly téithe Eeatgistrar of through the SICOMAM atfiliate acting or the Rovy Warnaniho.oe”
accompanied by a reaignce not only for the Exercise Aghount but also for the UK Bearer Instrument
Duty of any sienilar 177 charge of duty paysble in respect of the issue in bearer form of certificates
it respect of the Wi to e issued pUrsua 10 the exercisa of such New Warrants {hut, in any case,
only in so far as t4 2ériount thereof exceeds any tax, charge or duty payable in respect of the izsue
of certiticates i vespect of Units in registered form}. EnC and B-a feserve the right at any time 1o
vary the proceisres tar the exercize of New Warants upon giving tire ilew warrantholders nut lass
than 30 days sdvance notice in accordance with paragrsph 1{f).

Subject to #he last sentoice of porageaph 4(7), Haw Werrants vill be desmed 0 be irrevocably
exercisesan the day upon which the relavant Registrar shall Rave received the documentation angd
ramittice retaread 1010 paragraph 4{1) above togethey, in the case of New Wwarrants in bearer form,
with 4+ «Jénce of the appropriate entry in the books of SICOWM.

Each Mbw Warrantiolder delivering New Warrants for exercise shatl comply with any excharge
coprt, fiscal or otherlaws and requlations for the time b2itg applicable nrespect of suth axercise
visach New Warrsntholder and/or at the ptaze of such delivery.

/i soon as practicable afier the date of any exercise of New warrants, certihicates will be issued fer
the relevant number of Units in the form (registered or bearef) corresponding 1o the form of the
ralative New Warcants. The certificates for each Unit issued upon the exercise of New Waitants will
in the case of aUnitin registered form, be delivered by post atthe eisk of the reg-siered Unitholder
or, in the case of aunit in bearar form, be held by SCOMAM o1, onrequest, aelvered 10 the Unitholder
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8. Adjustments
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n“?‘-"l’ﬂ“ﬁ of the New Warrants cantinued

@ Cenmais events relatng 1o Eng andyor B54 oogymng afzer the date of the Tosus will give ause 19
2UjRSIMENTS (35 Se1 QY1 Beigw) 10 the nymies saf%,rmx?{m *smmga’ &é;ﬁ:é’&‘;? «L\-maa eims;ﬁn\
Yiarrant entiileg the New Warnaningider congemed 19 subscrbe Bor the pvordance of any poss o ¢
chasrepansy Getween the provis:ons of the tnstryment 373 the Resoluun, bath provige that °
GuGymstances require an adjustment undet esther of them, that adiustment will be reguirt g ynge”

hotn

{0y For tha purposes af this descniption'—

(A}
#
©
)
(€)

)

(G)

{H)

&

)
(A

"Expert* means the expert sppointed by or pursuant 1o the Instrument fihe *Eo.¢ Expent™
bang initially Roban Flaming & €0. Limoted ©3 a5 Thi Case Mly b4, by OF Puisvaii 10 313
Resolution (the *Esa Expent®), beivg initially Banque indosuee,

*issue* shall include atlot;

*ME® means the Specified Numbar after agjustment;

*OE* means the Specified Number prior to adjustment;

*Preferential Right* imeans any right of any holder of Units to subscribe, purchase, recewe ¢°

otherwiss acquire Units or other securities consequentupon any offer, grant, issue, dintributie”
or other circumstance refecred 1o in this paragraph 5,

the Market Price per Unit shall be ascertained separate'y by the Eng Sxpert (in pounds stering:
and the Esa Expart (in French francs) and certified by them respectivily a3 ==

()  (nthe case of the Exc Expert) the average of the middie market quotauon for a Unr®
derwae' {rom the Daily Official List of The Stock Exchange, dated each day on which Tre
Stock Exchange is open for business durng the period rederred to in the relevars
provision set aut in paragraph S{IIl) below; and

(i) (in the case of the Esa Fapert) the average of the opening price for a Unit on the Bourse
marché & reglement mensuel or, failing any listing of the Units on such market, on the
Bourse marché au comptant, on each day upon which the Bourse 15 spen for business
durning such perod;

PROVIDED ALWAYS that, if for any reason the provisions of (i} and/or (ii) ate, in the joirt
opinion of the Experts, incapable of application, the Market Price per Unit shall be the {ar
market price thereof as between a willing buyer and a willing seller as conclusively ascertainec
by each such Expert (using such methods as it chall in us absolute discretion consicer
aporopriate),

the Market Frize of ny Preferentisl Rights shall be ascertained Separately by the Epuc Expert
(in pounds sterling) and the Esa Expert \in French feéncs) and certified by each of them, in like
frannet (mutatis mutandis) as in paragraph S(iIXF) above and subject to the ke proviso,

in caleulating any fraction by which OE is to be multiplied as set out below in paragraph 5(i5),
such fraction shall be separately determined by the Eric Expert and the Esa Expert, and in
relation to both the Emc New Warrants and to the Esa Nev: Yarrants the average of the twe
fractions shall cansititute the relevant multipher;

upon any adjustment pursuant to the provisions of this pacagragh 5, the Spacified Number
thall be rounded to the nearest one-hundredth of & Unit, half a hundredth being roundez
davmwards; and

an allotment of Units in lieu 0f dividends shall not give rise to any adjustment under &~.
provision of this parégraph 5.

if and whenever Enc and/or Esa shall, by way of Preferential Rights, offer, grant or issue 1
the holders of Units generally shares; or any secusities which by their terms of issue arc
convertible into or exchangeable for or cary rights to subscribe for or otherwise acquite
shares; or any options, warrants o rights to subscribe for or otherwise acquire shares o
any such convertible or exchangeable securities, the Specified Number shall be adjusted .~
accordance with the following formula:—

MPS + MPR
MPS

NE » OE x

where -

MPS means the Market Price per Unit after detachment of tre Preferential Rigrsz
applicable to ona Unit; and

MPR means the Market Price of the Praferantial Rights applicable to one Und,

Yha relavant period for the purposes of paragraph S{H)F) 2nd (G)being tre oeroa diring whiem
such Preferantia’ Rights may be taken up.
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(8) ifand whenever kag and/arEsa shall(B)maseaissve of shaves 1o Aokins of IS Cona”
it AL A o5 I iy gt Unts ganan).
by way of cagnalisation of resences o2 (2) sybrivge s 02 they gm{‘}é‘.ﬁggm;, can2i m:‘i‘
a greater nymber of shares or (3) Conseidate gy g2 her QUISNAIAG SAATA AR 1D 3

smaller number of hares, the Specified Numbee shali be adunt sdance Witk th
follqwing formula == be aduated q ScCTIZance with {Re

L
HE = ——
E=QEx N
wherg ==
2 f:gems the number of shares outstanding immediately after such event takes stfect.

N means the number of shares cutstanding immediataly before such evens takes etfect
(€ I and whenever Emg and/oe £3A shallingrease by way of capitelisation of reserves the romird”
value of its o their shares comprised in Uits, the nominat value of the shares in E5.¢ and, o
a3 the cas? may ba EsA comprised in any Unit issued upon enercise of & New Warrant shall pe
likeyiise increased.

(D) If and whenever Enc and/or Esa shall distribute ta holders ef Units genceally any of it or ther
assets (including cash or portfolio secwrities) out of its or their teserves (but excluding cash
dividands payable out of distributable reserves) the Specified Number n elfect immediate’y
prior to such distribution shall be adjusted in accordance with the following formiuia =

MPS
2 a GIE % .
NE» O x =255 - Py

where:—

MPS means the Market Prica pat Unis, the relevant period for the purposes of paragraph
S{lINF) being the 20 cansecutive trading days on The Stock Exchange of, as the case may
be, the Doursaim,..adiately preceding the date of such distnbutien, and
EMV shall be separately determined in pounds sterling by the Eeic Expert and in French
{rancs by the Esa Expert and means {1) the amount of any distribution in cash applicable
1o one Unit, (2) if the assets so distributed aze listed securities, the average of the daly
opening price (or equivalent) quoted on the exchange where such securiies are histed
oneach of the 20 consecutive days next preceding the date of the distrbution onwhich
such an cpening price {or equivalent) is quoted of tive listed securities so distnbuted in
respect of ane Unit, of {3) othar than in the case of a distnbution in cash or of hsted
securities, the falr market value (a3 separatsly determined by the Experts in such mannet
as they respectively consider appropriate) on the date of implementation of such
distribution of the proportionate share of the assets so distributed which ought in the
opinion of the relevant Expert fairly to be attributed to one Unit, or any combination
of such amounts and values, if the Experts jointly consider that the provisions set out
abave for deterrmining FMV are for any reason incapable of application, the proviso to
paragraph 5{IX¢F) shall mutatis mutandis apply
{E)  Uoan any reduction of capital by way of cancellation of issued shares or capital paid-up or
deemed paid-up onissued shares comprised within Units to reflect caprtal losses the nghts of
the New Watrantholders will be reduced in consequence; the adjustment shall take effect as
a correspanding redustion in the number of shares or in the nominal value of the shares (as
the case may be) obtainable ori exercise of the New Warrants,

- The adjustments refetred to in this paragraph (1) will 2pply to all New Warrants, othel than those
which are exercised in such manier that the resulting Units gither entitle the holder to the benet :
of the operation concemned or, a3 the case may be, fall by virtue of the relevant adjustment to be
reduced in nominal value or in numbe.

IV} Whenever the Specified Number is adjusted, Enc and Esa shall promptly obtain a certificate from
the Experts jointly setting cut a cescription of the operation giving rise to the adjustment, the
method of calculation of the adjustment and the Specified Number after such adjustment, Notice
of such certification will be given to the New Warrantholdess in accordance with paragraph 7(#
below and a copy thereof will be made available for inspection by the New Warrantholders at the
tegistered offices of Enc and Esa.

(V} No exercise of New Warrants shall result in the issue of a fraction of a Unit, if, as a result of 2n
sdjustrnent pursuant to this paragraph 5, a New Warrantholder exercising his New Warrants woule,
but for the preceding sentence, and after aggregating all the New Wariants being exercised &y such
New Warrantholdar, be entitied 10 receive & number of Units which includes a frazuon of aunit, hus
antitlament to recaive Units shall be rounded down to the nearest integral numoer of Unris and re
shali be paid in cash zn amount equal to the value of tha fractron of Umit foregone, which amours
shall be the average of the amounts calculated by the Exc Expert and tha £34 Expert 35 the relevan:
proportion of the Market Price per Linit on the last day preceding the date of exérsse of the relevar:
New Warrants upon which both The Stock Exchange and the Bourse wera open for vusiness Far t~z
purposes of this paragraph 5(V}, conversions into pounds sterling Or Frengis francs shall be carnes
cut by the Experts on the basis of the average rate of axchange in Longar and Pars on the las:
banking day in London ard Paris of the calendar munth preceding that d.r =3 which the New
Warrants are exercised.




Description of tha New Warrants continued

§. Undertakings by
ErLC and E3A
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Ining event of s veluniary gz mvalyrgry biquedavancrdisscuttncieher g o (mppa €
fia Warrants vl t2pse and shall cease 1 be 2t far ay ww;e.'us t'efeggi:' ?ﬁ‘;‘f{ e
buidangn, on the effectve date Gf The relvant rESSHGR ATd, 11 The Cale & a0 v K -
IGuidanen 6r dseictan, the date of the ralevant sourt rder Byt suluen® many Bl S RN Ry
genirary ingndatgry teguirement of Enghich O Frengh lavk ‘ ’

No resaluton shill be passed by eithar Emg o2 €54 for 115 owa valuntary byliation yntess, RIS 13
the 1ak:v) effest 0f sush ragivtion, nQuice shall have been gven wq;he Now \\%?nﬁhb?aga b
agcardance with tha provisions of paragraph 7(f) seting out the nate of the resplunion, warmng
that upQn the commengement of tuch tiquidation al) vossercised New Warrants wil fapse, and
f:sv}:cz\x;% ghn%::w Warrantholdere not kess than 42 days wathin whish 10 exevgies thew extsRning

Whilst any New Wamrang remaing exerciszbie (unless otherwise suthorised Ry an extraordinar,
resolution of the New Warcantholders, save that no such resalutinn shalt be effectve 10 wins
paragranh 6{11)) or paragraph 6{VIiXB) below) the foliawing shall appiy

AllErc and Esa shares comprited within Units issued on exercise of New Euratunnel Warrants shil =
(A} bafully-paid;

{8)  pacticipatein full in all dividends paid, mide or decfared on Ene and/o £sa shares i respect
of profits of the tinancial year during which such shares ara subscribed, but nit n respacy o
praceding years, and

(C) otherwise rank pari passu in all respects with the shares compnised in the Fuily:paid Units in
issue on tha date of axercise,

Eoe and Eca shall ute thair bast endeavours 1o procure that listings en The Stock Exchange snd the
Bourse are mantained for Units siid Tor the New Warfants, that the Units and the Naw Warrants
remain admitted to the operating system of SIZOVAM and that Units issued on the exercise of New
Warrants are listed on The Stock Exchange and the Sourse and ad-mitted as aforesaid.

EsLC and E5a undertake not to effect any reduction or redemption of share capital, share pramium
agcount oF copital redemption reserve invelving the repsyraent of money to shireholders and hot
10 reduce any unpaid lishility therean,

Eove and EsA undartake that there will be no modification of the rights attached to the Units, nor
any creation of issue of new classes of shares, amd that they will not grant any options, watrants or
rights to subscribe for, of issue any othar secutities convertible into, shares other than {in any such

_¢asa) shares sanking pasi passu in all respects with the shares comprised within the Units. Ep.c and

Esa will subjezt to the provisions of paragraph 5 be free to issue ron-voting preference shares,

Iif any offer is made to holders of Units genetally (other than the offeror and associated parties) to
acquire the whole or a proportion of the Units, Enc and Esa will as soon as possible give notice of
such offet to the Naw Warranthotders and use their best endeavours to procure that a lika offer
e:fx;ended in respect of any Units issued upon exercise of New 'Aerrants durir<y the period of the
offer.

Eree and Esa will pay 2l taxes, stump and other duties and charges in respect of the creation and
issue of the New Eurotunrel Warrants and on the issue of Units on the exercise of New Warrant}
except in so far as, where such taxes, duties and charges arise oA the issue of Units in bearer form
upon the exarcise of New Warrants, the amount thereof excexds that which would *ive been
payable in respect of the issue of Units in registered form. To that extent, taxes, stamip ahi other
duties and charges will be borne by the New Wirrantholders.

New Warrantholders;—

{A)  will be notified, before the commencement of the operation concerned, by publication in at
feast one national daily newspaper in the UK, in the French finahcial press and by notice in the
BALO(Bulletin des Annonces Légales et Obligatoires) of any operation involving any adjustment
ta the rights of New Warranthoiders; and

()  will have made available to them, at the same time and in the same manner as the same are
ade available to holders of Units, copies of the audited sccounts of ErLc and E54 (with the
ameesant directors’ and auditors’ reports), together with lists of the directors of ErC and Es4,
and copies of all othar circulars or notices which are made available to holders of Units,

Eric and Esa undertake that they shall not make, authorise, coniant to or permit any offer, grant,
issue of distribution 10 of in favour of the holders of existing Units if the effect would be that o=,
execcise of 3 New Warrant Enc shares would be tequired to be issued at a discount.

Esic sad Esa undertake that they stall not make, authorise, cansent to or permit any offer or sale tc
the holcers of existing Units gentrally of 2ny assets of any member of the Group, or of nghts tc
acquire any such assets, except (3)ata price which is, in the opinion of the Epcc Expert and the £52
Expert, not [ower than the fair markat price of such assets as between 2 willing buyer and a willing
seller, or (b) where the offer or sale extends 10 inciude on the same terms the New Warranthalders
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(a)

(b}

{)

{@)

(e

)

Title

() Save as provided in paragraph 7{3XH), the registered holder of & Naw Warrant u %3
form and SICOVAM shall be treated 35 the absolute owner thereof for all pupcseg
notwithstanding any notice of ownarstup or notice of previous Jass or theft or of trust &
other interest therein (except as ordered by a court of competent junsdiction or teQuire: T,
law) and neither £r.¢ nor £5a shall {excent as aforesaid) be bound to recogruse any other caim
10 Of interest in any New Warrant,

() inthe case of New Warrants in bearer form held by SICOMAM, Emg and Esa will recogrise tre
interests of the persons identified by the institutions affiliated to SICOWAM as ulwmate,
benefiting from the entries in the books of SICOMM in respect ot the New Warcants for (ne
purposes of attending and voting at meetings of New Warrantholders and exercising he
Warrants, and may do so for other purposes. (n the event of any doubt or dispute 3510 the
identity of such persons of the exercise of such rights Emc and Esa will recogmse SICOVAR C°
the parsons designated by SICOVAM for all such purposes.

Exchange

There are provisions for the exchange of registered New Warzants for bearer New Warrants
and vice versa Upon application to the EsLc registear (where registered New Watrants are tc
be axchanged) or the Esa registrar (where bearer New Warrants are 1o be exchanged) and
payment by the New Warrantholder requesting the exchange of the charges set by EriC ang
£5a and all relavant taxes (including bearer instrumant duty).

Purchase and cancellation
EpLc and/or Esa may at'any time purchase New Warrants:~—

{)  on The Stock Exchange or the Bourse or by tender (available to all New Warrantholders alike;
at any price; or

(1) by private treaty at 3 price, exclusive of expenses, not exceeding 110 per cent, of the average
of the middie market quatation derived from the Daily Official List of Tne Stock Exchange ang
the opening price on thi Bourse on the day prior to the date of purchase on wiich botk
exchanges are open for usiness, but not otherwise.

All :ew Warraats purchased as aforesaid shall be cancelled forthwith and may not be reissued or
sold.

Meetings of New Warrantholders and modification of rights

{)  There are provisions for meetings of New Warrantholders (in the form of combined meetinas
nf the ERLC 4nd the Esa New Warrantholders) to consider matters affecting their nterests
including the approval by extraordinary resolution of the modification of the provisions of the
Instrument and/or the Resolution and/cr of the terms and conditions of the New Warranis
and the making of any adjustment not specifically relarred to above. Any such extraordinary
resolution will be binding on all New Warrantholders.

()  The gquorum for meetings of New Warrantholders shall be two o more New Warrantiolders
holding New Warrants and/or being proxies and being or reprasenting in the aggrega’e the
holders of not less than half, or at an adjcurned meeting where a quorum was not present at
the original meeting, one-twentieth of the New Warrants for the time being sutstanding

() The requisite majority for the passing of an extraordinary resolution shall be a majority
consisting of not less than two-thirds of the votes of those presant or represented, eacn Nevw,
Warrantholder having one vote for each New Warrant held by him.

Ransfers

New Warrants shall be transferabla individually and in integral multiples, in the case of N* w Warran1s
in registered form, by &n instrument of transfer in any usual or common form or such udher form as
tnay be approved by or on behalf of Enc and Esa. Dealings in respect of New \Warrants in beare’
form may be tifected by means of appropriate entries in the books of SIcovAM and its affiliates
institutions. Both the Instrurent and the Resolution contain provisions relating to the transfe
transmission and registration of the New Eurotunnel Warrants, the principal such prowision beirs
that New £ .otunnel Warrants may be transferred or transmitted only in the form of New Warrants

Notices

All notices 1o the New Warrantholders will be duly given if published in the manner set out .-
paragraph 6(VHi}A) 2bove, and shall be deemed to have been given on the date of such putcatiz»
in all three publications as therein provided or, if published more than once in all tnree sui
publications (or once only but on different dates), 6n the date upon which publication has first pee~
effectad in all three such publications.
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1, ErG and Esa

2. Share capitals
of ErLC and E3a

(i
(2}

ErLC
incerporation

rivate company limited by shares with the name Precis (481) Limited and the ragistered number

%

®)

()

{d)

w
()

it

(c)

{c)

@)

96021 Pn 20th February 1986 a specsal resolution of EMC was passed to change 11§ name 1¢
zurotuninel Limited; the change of name becama effective on 25th February 1986 On 13t July 1988
i was re-registernd as a public limited company with the name Eurotunne! P.L.C.
Pringinal oblects

Clsuse 4 of the memorandum of assogiation of Emc provides that the principat ubjects of Enc are
10 purchase the entire issued share capital of The Channel Yunnel Group Limited and to act as 3
holding and co-ordinating company in respect thereof and to carry on all of any of the businesses
of designing, developing, canstructing, financing and tparating tunnels or other fixed transport
links under the English Channel and any ancillary activities,

Place of business in the UX

Erc’s principal place of business in the UX is at Portland House, Stag Place, Londsn SWIE 53T

Financial year
tne's financiat year is from 1st January to 315t December.

Ess
Incorporation

Esa was incorporated in France on 18th December, 1885 under the /of sur feg socigtés commaerciales
of 24th July 1966, as amsanded, as a soc/été anonyme with the name Mestal S.A, It was registered
in Paris at the Registre du Commaerce et das Socidtds with number RCS Paris B 334 192 408, On 18th
April, 1986 Esa changed its name to its present name, Subjact to further extension or prior dissofution
by dacision of its shareholders in general meeting, Esa‘s duration expires on 18th December, 2084,

Principal obfect

Article 2 of the statuts of Esa provides that the principal clysct of Esa is to enter into business
arrangements in all ventures which directly or indirectiy have as their object the construction and
pperation of a cross-Channel fixed link or any other fixed link, and all incidenta! financial, commerclal
and industriat operations.

Plece of business in the UK
Esa has no place of business in the UK

Financial year
Eaa's financial year is from 15t Januaty 1o 315t December.

Enc

Issues of shares and warrants

Since the incorparation of Ene, the following allotments and issues of its shares and of warrants to
subscribe for its shares have been, or are preposed 10 be, made:

{) o incorporation, two shares of £1 each were issued at pas nil paid;
()  on 30th May 1986, five chares of £1 each ware issued at pa+, nil paid;

46)  on 30th May 1986, seven shares of £1 exch were issusd at par, credited 43 fully poid, to

certain of the Founder Shareholders to satisfy the consideration of £7 for the sale to Epcc of
the whale of the issued share capital of The Channg! Tunnel Group Limited;

(V) between 20th May, 1986 and 26th June, 1688, the nil paid shares referred to in sub-paragraphs
(i) and (1)) above were fully paid up in cash;

(V) on26th June, 1986, 14 shares of £1 euch were issued at par, fully paid in ¢ash;
(Vi) on 26th june, 1986, 49,980 shares of £1 each were issued at par, 15p paid in cash per share,

(V) on 15t September, 1986, the partly.paid shares referred to in sub-g:aragraph (Vi) 2bove were
fully paid up in cash;
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(Vill) on 1stSeptember, 1986, t,327,172 shares of £4 each wete issued, fully paid, for an aggtegate

{1%)

%

&

cash consideration of £12,904,454;

on 15t September, 1986, 1,314,674 shares of £4 eachwere issued, full
cash consideration of £7,545,558; tssued, fully paue, for an aggreqate

on 15t Septembar, 1986, Founder Shareholder Warrants to subscribe at £9 72 per share for ar
aggregate of 2,652,000 shares of £4 each {subject to agjustment and on the further terms
describad bslow in section 5) were issued and remain unexercised, and

on 31st October, 1986, 8,583,334 shates of £4 each were issued, fully paid, combined nto
units with 8,543,334 shares of FRF100 sach in Esa, at a price of £12 and FRF120 per umt.

Incresses in authorised share capital and consolidation and sub-division of share capital

Emnc wagincorparated withs #n autharised share zapital of £109, divided into 100 shares of £1 each
Since the incorporation of Enc:

0

("

{1y

on 26th June, 1986 a special resolution was passad at an extraordinary genetal mexting of
£2.L, pUrsSUant 1o which:

(A} 1he authorised share capital was increased from £10C to £50,008 by the creation cf
49,908 shares of E1 each; and

{8) the authorised and issued share capital of £50,008 divided into 50,008 shares of £Y
each was consolidated and divided into 12,502 shares of £4 each.

en 15t Septamber, 1986 a special resolution was passed at an extraordinary genzrat meeting
af Eac, pursuant to which the authorised share capital was increased from £550,008 1o
£62,000,000 by the creation of 15,487,458 shares of £4 each.

the authorised share capital is proposed to be incressed, and the share «apital is proposed to
be sub-divided, in conneetion with the Issue as described in paragraph (c} below.

The issue

()

Q)

On 25th September, 1987 a special resslution was passed at 2 extrao:dinary general meeting
of Erc, pursuant to which, conditionally upon (&) the Council of The Stock Exchange agreeing
t6 admit the whole of the issued share capitals of Enc 27d Esa to the Official List and (b) the
Commission des Opdrations de Bourse deciding to 2dmit the shares in Emt and Esa (or the
Units) to the Cote Officielle de la Bourse de Paris. in each case not later than 31st January,
1688;

(A}  each of the existing 15,500,000 shares of £4 in the capital of Enc was sub-divided into
ten shares OF 40p each;

{8} the authorised share capital was increased from £62,000,000 10 £208,000,000 by the
creation of 365,000,000 shares of 40p each;

(©) the Emc directors wers generally authorised pursuant to section 80 of the Companies
Act 1985 ta allot fares up to an aggregate nomingl value of £163,049,288, such
authority 16 expirs at the conclusicn of the next annual ganera! meeting of Erc; and

(D) the Emc directors ware empowured pursuznt to section 95 of the Companies Act 1985
10 allot shates pursuant to the authority described in sub-pavagraph (C) above as if
section 49(1) of the Companies Act 1985 did not apply to the allotment, provided that

such uthority shall expire at the conclusion of the next annual general meating of Ercc

In respect of the share option schemne referred to below in section 7, adopted by special
ressiution passed at an extracrainary general meeting of Emc on 25th September, 1987, the
peners! meeting (sassed resolutions pursuant 1o which:

(A) the Encdirectors were generally and anconditionally authorised pursuant to section 80
of the Companies Act 1985 to allot shares up to #n aggregate nominal value ot
£2.247,536, such authority to expire at the conclusion of the next annual genera
meeting of ErC of upon the resolution mantioned #t sub-paragraph (I} above becoming
unconditional, whichevet is the earlier; and

(8) the Ernc directors were empowered to allot shares pursuant to the authority describes
in sub-paragraph (A} above as if section 89(1) of the Companies Act 1985 did not appi,
to the allotment.
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(e)

(i)
(a)

(5 Gn 131h Noverber, 1987, pursuant 10 the aitharities conferred on them by the reselytiens
referred t0 in Sub-paragraphs (1) and () above, the EaC directors pm?nyanﬁally ilﬁolfe;
101 000,000 shares of 40p each 2nd 101,000,000 Exc watrants to the UK lssuing Houses 3t

175p par share with warzany, nil paid, on ang Ligject 10 the 1erms and conditions set put

the offer for s2le agreement for the UK Offer relerred ta below in section 13, condinonally

as stated in sub-paragraph (1) above and subject to adjustment s mentioned delow under the
heading “lssue arrangements®,

(V) Itis intended that the Enc directors will on o about 3rd Deceraber, 1987 make such further
alistments as may be required 10 reflect any adjustment macds in the sumbers of Units with
Naw Warrants comptised irt the UK Offer and will alict the remainder of the sharas of 400

each and ExC warrams comprised in the issue to, oF in accordance with the instructions of,
the French issuing Houses at FRF17.50 par share with warrant and the Intarnational Managers
at 175p per share with warrant, payable in fuil ujon aliotment,

Share capital following the Issue

immedistely following the issue, the authotised share capital will be £208,000,000, divided into
5.20.00_0,000 shares of 40p each, of which 332,376,780 will be issusd and fully paid or credited as
fully paid. Of the remaining { 87,623,220 authorised bt unissued shares, 61,281,697 wili be reserved
for issuz as described above under the heading *Description of the New Warrants® and below 1n
sectiona 5, 6 and 7, together constituting 15.4 per cent.of such enlarged share capital.

Rights of pre-emp tion

The aliotme 3 of shares is subject 10 the provisions of section 80 of the Companies Act 1985 {which
governs th¢ authority of directors 1o aliot relevant securities, as defined in sub-section (2) of that
section) and section 89 of the Companies Act 1985 {which, 10 the extent not disapplied, confers
on shareholders rights of pra-¢mption in raspect of the allotment of equity securities, 25 defined in
section 94(5) of the Companies Act 1985, which are, or ufe 10 be, paid up in cash (other than the
allotment of equity securities 10 employess under an employees’ share scheme, as defined in section
743 of the Companies Act 1985)).

Authority to allot pursuant to section B0 of the Companies Act 1985 has bezn given to the Eo.C
directors, and shiveholders’ pre-emption rights under section 89 of the Companies Act 1985
have been disapplied, an the terms, and 10 the extent, set out in the resolutions referred to in
sub-paragraphs (¢t and (1) abova,

Esa

[ssues of shares and warrants

$inca the incorporation of Esa, the followling issues of its shares and of warrants to suLxcribe for its
shares have been, or are propused 1o be, made:

{) on18th Decembar, 1985, at the time of registration of Esa, 2,500 shares of FRF 100 each were
issued at FRF 110, FRF 35 paid in cash per share;

1 oniBth April, 1986, the partly-paid shares raferred to in sub-paragraph (1) 2bove were fully
paid up in cash;

() on30thMay 1988, 560,000 shares of FRF 100 sach were issued at par, fully paid in cash,

(V) on 30th May 1936, Founder Shareholder Warrants 10 subscribe for 2,652,000 shares of #RE
100 each (subject to adjustment and on the further terms dascribed belcw in saction 5) were
issued and remain unexercised;

(V) onlist September, 1986, 2,091,844 shires of FRF 100 each were issued at par, fully paidn
cash;

(vi) on st Septernber, 1986, the Esa directors were authorised by the sharehoiders 10 issue
delentures with warrants attached (obligations 4 bons de souscriptiond ‘actions) 1o subscnbe
for units exercisable not 1ater than 30th june, 2000 to Bangue Nationale de paris, Credit

Lyonnais and Banque indosuez;

fvi) on 16th October, 1986, pursuant to the authority given 10 them by the sharenolders on 17th

June and 14th October, 1986 the Esa directors resolved to issue 8,583,334 shares of FRF 100

each, fully paid, combined into units with 8,583,334 shares of £4 machn E2.2 at a prce ot
FRF 120 and £12 per unit, which issue was affected on 315t October, 1986.3n2

8%




Further information @@ntéﬁuad

A p———

E

{b)

TN

(c)

()

(e}

Y — T

(Vi) on 25th Saptenbey, 1987, the shareholders’ tesciytion of 15t Se
Sf v Rl dpadb. prembar, 1986, Wy ex10ugeR
10 25th Septembar, 1989 and extented, inter 2la, 10 permit the E5a direcisrs t; nelem:ne
the fratures of the debentures with warrants attached and of the waemants 393 1o gorermre
the number and pnge of shares to be 1ssued pursuant 19 the eergise therect

. Sub-division of share cupital

The share capital it proposed to be sub-divided in conneetion visth the issu dn
e o (o pelow ¥ g 15508, 35 desenbed )

The Issus

()  ©On 2Sth September, 1987, resolutions were passed at an entrzordinary general megning ot
Esa, pursuznt to which conditionally upan (a) tha Commission des Cpérations de Boursie
deciding to admit shares in £3a and Emc (or the Units) to the Cote Officielle de la Boutse Ge
Patis and (b) the Council of Tha Stock Exchange agraeing to admit the whole of the wsued
r;t;tgg capitals of Esa and Emc to the Official List, in each case not later than 31st January,

(A) each existing share of FRF 100 was sub-divided into ten shares of FRF 10 each,

(8) subjectasprovided abgva inthis sub-paragraph c(l), the terms 21 the Foundar Shareholuer
Warrante were amended to take zcccunt of the sub-givision refersed to above »
sub-paragraph {A),

(C) the Esa directors warg suihorised to increass the share capital by 2 maximum ¢f
FRF 3.500,000,000 (norminal) with or without warrsnts; énd

(D) therights of pre.emption of the existing shareholders were waived in crds/ 1o famihtate
the issue.

() In respect of the share option scheme referred to below in gectivn 7, an 25th September,

1987, a resolution was passed at an extraordinary general meeting of Esa pursuant 1o winch

the Esa directors were generally authocised to allot shares, t¢ a masimum nominal amount of

FRF 213,000,000, In accordance with French: faw this autharisation imphes the ranuncistion

by the shareholders of their preferential fight to subscribe in favour of those who have the
option of subscribing shares to be issued at and whan such options are exertised,

(i) Orn 13th November, 1987, the Esa directors entered into undertakings to issue 101,000,800
shares of FRE10 eazh and 101,000,000 Esa New Warrants to the UK issuing Houses at FRF17.50
per share with warrant, nil paid, on erid subject to the tarms and conditions set out in the
offer for sale sgreemant for the UK Otfer roferred to balow in section 13, on the conditions

and subject to the adjustments mentisned below under the heading “lssue arrangements”,

(V) itisintended that the Esn directors will on of about 3rd December, 1987 issuz the shares ot

ERF10 each and Esa warrants comprised in the issue 19, o in accordance with the insirugtic s

of. the UK Issuing Houses, the French lssuing Houses and the international Managers ot
FRF17.50 mer share with wafrant, payable in fuli upon issue.

Shere capital fallowing the lssue

immediately fullowing the issue, the share copita! of Esa will be FRF3,323,767,800, diviced into
332,376,780 shares of FRF 10 each, sl of which will be issued and {ully paid. In addition & manmum
of 61,281,697 shares may be issued as Aescribed above under the heading *Descnption of the New
Warrsnts® and below in sections 5.6 and 7 topather constituting 18.4 per cent. of such enlarged
share capital. .

Rights of pre-emption

The issue of shares by Esa and the grant of rights to convert into of subsctibe for such shares must,
according to French law be authorised by an extraardinary general meeting of sharehc!ders Pursuant
10 Article 180 of the Joi sur les socistds commerciales of 24th July 16686, the g5= directors ca~
subsequently give effect to such issues or grants of fights in accordance with the terms of such
resolutions. Unless the resolution authorising the issue of shares provides otheryase or sharenclders
have individually renounced their rights, sharas issued by Esamust first be offered 1o tre sharenolgers
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3. Group siructure

4.

Subaldiaries of

gric and ESA

{iii} Genars

®

(i

M

Excapl a3 stated v diis document:

) since the respective dates 9f incorpotatien of Erc and Esa, thete has beeh 1o issue of any
share ar loan capital of either EnC of B, fully or partly-paid, either for cash or for a
consideration other than cash, end nang is Freposs,

()  nodiscounts or other special tecms Fave been granted o agreed to be graniog of are proposed
to be granted in connection With the issue or sale oF proposed issue o sale of any share of
loan capital of EAG or Bsa;

(i) no share or lokn capital of Exc o EsA is under option of i been agread, conditienally or
unconditionally to be put under pption; and

(V} nomaterialissue of sharesin Enc or Esa(tther than to  hareholdars of Enc and €A raspectively
pro rata to their existing holdings or pursuant to th sare option schame referred to briow
insection 7) will e made within one year of the date of *his dcyment withaut prior approval
of the shareholders of Erc and Esa, respectively, in genaral meating.

£rLe i3 the baneficial owner of:

()  the whote of the 1ssugd share capital of The Channe} Tunnel Gro':r Limited which is itself the
beneficial owner of 51 par cent. of the issuzd share capital of Euratunnel Services Limited and
of 10 zer cent, of the issued share capital of Zurotunnel Sarvices G.LE,;

() thewhole of the issued share capital of Eurotunnel Developments Limited which is itself the
awner of 10 per cent. of the issued share capital of Eurotunnel Services G.LE,

() 7S ger cont.of the {ssued share capital of Eurotunnal Finance Limited, which is itself the cwner
ot 10 per cent of the issued share capital of Eurotunnel Services G.L.E.; and

(Iv; 20 percent, of the issued share capitei of Eurotunnel Services G.IL.E

Esa Is the nwner of:

() thewhole of the issued share capital of France Manch: S. A, (other than directors’ qualification

tharas), which is itself the owner of A9 per cent. of the issued share capitai-of Burotunnel

Sarvices Limited and the owner of 16 ver cent. of the issued share capital of Eurotunned
Services G.LE.,

() thewhole of the issued share capital of Eurotunnel Développements S.A. (other tf *n directors’
qualification shares), which is itself the owner of 10 per cent. of the issued shay« capitat &f
Euroturinel Serviced G.L.E.;

() the whole of the issued share capital of surotunnel Finance $.A. (other than directors’
qualification shares), which is itsalf the owner of 10 per cant. of the issued share capital of
Eurotunnal Services G.LE. and the qwnsr of 21 per cant, of the issued share camtal of

urotunniel Finance Lirnitec!; and

(V) 20 par cent. of the issued shava capital of Eutotunnal Servicss G.AE.

Englich subsidisries

The Geaup includes four English subsidisries: The Charnel Wnnl Group Limited, Eurgtunne!
Developments Limited, Eurotunnel Finance Limited and curotunnel Services Limited. The businesses
of the subsidiaries 2re raspactively: 10 engige in the ¢asign, finencing, construction and operation
of tha System; to develop activities which may imgrove the profitability of the Group; to manage
the cash resources and borrowing activities of the Group; and 10 faciiitate tha busingss activities of
ite members and to this effect provide its rembers with services, Each of the subsidiaries has its
registered office ot nartland House, Stag Mace, London SW1 E 53T Their respective share Capitads are
a¢ follows:

The Channal Tunnel Group authorised share capitai of £1,000 divided into 1,000
Limited: shares 2! £1 each, of which 7 are issued and fully paid.
Eurptunnal Davaiopmants Limited: autharised shate capital of £100 divided into 10U shares
of £1 each, of which 2 are issued and fuily paid.
Eurotunnel Finance Limited: suthorised chare capital of £1,0006 divided into 1,000
shares of £1 each, all of which are 1ssuec and fully pad
Eurotunnel Services Liinited: authcrised share capital of £100 divided into 100 shares

of £1 each, all of which are issued and fully paid.

I
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(i) Foonch subsidiaries

The Group includes four Fr.wgh subsidiaries: Erance Marche S A, ferguunaet Deveteppement +
Eurotunnel Finance $.A, and Eurgtunnel Sewviges GAE, of whith tg:%t\émil%ié!ai%wimssss »
and Euratunngl Servicas G.LE. are 1n the caurss atiacorponatien Tne Dusinesses of the suCsdiar ey
are respectively’ 1o engage In tha dugign, finanging, CoRSTCTON and DE¢rayien of the Systeme, 19
deugiop actines which My impraye the profitability of the Burdy ane! project, 10 mAnHR the Tasm
resources ang bomowing activities ot b Eroup, 503 to faqlitat the Busivess JCLVLeS gtws
meinbers and to this tiiect 1O previde ity mmbars witih services, Each of the subsidanes has 13
iegistered office at Tour Franklin, 100 Terrasta Boinkdiey, Putesux Cedex 11, G2U81 Pans Tefense
Their respoctive share capitals are as follows:

France Mancre S.A.: issued share capital of FRF §,650,000 diwgedinto 6500
chares of FRF 100 ezch, ali of which are fully paw
Eurotunnel Développements S, issued share capital af FRF 250,000 divided wt0 2.50¢
sares of FAF 100 each, &l of which are fully paid
Eurotunnel Finance S.A tesued share expital of £XF 250,000 divided 0 2,500
shares &{ FRE 13O each, &l ¢t which are fully po-d
Eurotunnal Services G.LE: issued share capital of FRF 10,000 dvided inta 100 sharas

of FRF 1000 22¢ch, all of which zre fully pad
(i) General
()  Exceptas statedinthis document:

{(4) since the respective dates of their incorporation o, if Lyter, the date of acquisition by,
the Graup, there has been noissug of any share of loan capital of any of the subsidianes
referrad to in paragraphs (i) and (i) abova {other than intra-Group sisues and issues of
dirazyors’ qualification shares), fully or partly-paid, either for cash or for & consideraticn

othat than cash, and nona is proposed; &nd

(8) no shata or loan capital of any of tha subsidiaries referrad 10 ta paragaphs () and (i
shove it under option or has been sgreed, condinonally o unconditionally, 1o be put
under cption.

() Neither el nor Esa has any subsidiary or related cumpanies apart from the subsidiaries
referred to 1n paragraphs (i) and (i) above.

5. foundor () Emc Op 13t Septembes 1986 ERC issued Founder Shareholder 'Warrants, pursuant to a board

gharohold t) resolution passed on that date, to subscribe for an aggregate of 2,652,000 shares of £4 miich

sronstaer in EpLC, The terms and conditions of the Founder Sharenolder Warrants are set cut in a warrans
Warrants instrument executed by Enc on 15t saptember, 1986 (referred to balow in secuion 143

() Following the sub-division of the shases in Enc, each fouridet Sharsholder Warrant parmits 1ts
holder to subsetibe for ten shares of 40p in Er.C at any time betwezn 151 July 1589 and 301k
June, 1955 inclusive at a price af 97.2p par share,

(i)  The number of shares whicl: miay be sub-dividied and/or the nor:nal value of such shares

and,‘of the substription price par shara will b4 appropriately adjusted to take account of ary

rights issue, reducuon of shate capital o7 rub-givision or coiGidation of shares before
exercise of the Founder Shareholder Yo tund.

(V) So long as any ol the subscription rights attaching to the sounder Shareholder Warrants
remsin excitisable £mC insy nat take certain actions, excest with the consent (in cera=
circurnstances) of an extraotdinory resolution of tha holders.

\\y  The warantinstrumant contains provisions designed to “twin® Founder Sherehoider Warrants
issued by Emc and Founder Shareholder Warranis issued by E3A, including a stiptlation thatnc
rights to subsaribe for shares in Enc may be traasfered and the transfer or transmission ¢t

such rights mey not b2 registeed, unless 3 :ogresponqing transaction is camed out in relation
ta rights 1o subseribe for the s2me number of sheres in Esa

() Esa
() ©On30th May 1956 Esa issued Founder Shareholdet Warrants, the terms and conditions ct
whigh are set aut in a board tesolution passed on 13th August, 1986, 10 subscribe for an
aggregate of 2,652,000 shares o} FRF 100 each in Esa.

(% Foliowing the sub-givision of the shares in £sa, each Founder Shareholder Wasrant permitsts
holdet 5~ subscribe for ten shares of FAF 10 in Esa a1 2ny gime between 15t July, 1989 arz
30th Junte, 1995 inciusive at @ ptice of FRF 10 per share. The terms and conditions of tre

Foundar Shareholder Warrants are set out in a resolution passed by the £ea directors on 133
August, 1986 (referred 10 below in section 4y which includes similar provisions to those
rg'ating to the Founder Shareholdsr Warrants relating to EPLC shares summansed above in

patagragh (i).
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(i)

)

®

Y T

Hoidgrs of warrants

Sat gut below are the names of 1hgse who, 60 61k Novembes 1587, held options 10 ¢ ; .

3 . A ? EAR L R Wi 'Ui’i 1t
Ly subsenming for shares w Erg o Esa pursusnt 1Q the Foyndar Sharsholder w-}:.;g; éﬁsgn;eg mn
paragrashs (1} and (i7} above, togethat with the rumbar of Yiers whuch, Sibiect 10 Justment, may

 be sq Acquires by each of them

Halders of vearrants Number of Unts
Agfimo $.A $7,.940
Angp . 1,660
Salfqur Beatty Construction Limited 1,528,110
p3neo Commerciale italiana 0,

gangue Azabe e Intemationd’s dinvestissement 56,240
2anque Indosue 1,393,810
Banque Mationale de Fari 1,393,810
Belgarnanche S.A, 251,800
Bouygues S.A. 1,705,570
Caisse des Dépats et Consignaticns 115890
Compagnie Financiére de Sue2 208,620
Compagnie Srancaise d'Entteptises 23,180
Costain UK Limited 1,528110
Crédit Foncier de France 82,710
Crédit Lyonnais 1,393,810
Crica 11,560
Duriez S.A, 1,705.579
Gan incendie Accidents 34,530
Gagrgs Wimoey internatianal Limited 1,928,010
Midland Equity (Projects) Limited 1,691,340
Mutueile Genérale Frangaise Accidents 11,610
Mutuslle Géndrala Frangaise Vie 11,610
Muiuelies Unies lard 29,030
Naticnal Westminster Bank PLC 1,928110
Providence laed 29,030
Socidté Auxiliaire d'Entreprises S.A, 1,317,530
Société Générale 'Entreprises 5.A. 1,317,930
Spie Batignalles S.A, },705.570
Tatrnac Construction Limited 1,928,110
Taylor Weodrow Construction Limited 1,928,110
Union das Assurances de Parls Accidents 35010
Union des Assurances de Paris Capitalisation 35,010
Union des Assurances de Patis Vie 33,010
Union d'Etudes et d'investissements 224,980

26,520,000
I IR

Usting of Founder Shareholder Warraants

it is intended to seek 3 fisting of the Founder Shareholder Warrants in their twinned form on The
Stock Exchange and the Soursein late 1948,

Enc

() Emchas entered into & share wacrant agreement (refevrad to below in section 143 with the
banks which have underwritten thi credit facilities whereby it will issue Bink Warrants to
subscribe for 7,142,857 shares in Enc. Tha terms and conditions of the Bank Warrants are set
out in the share warrant acreament.

(i EachEmc pank Warrant will allow its holder 10 subscribe for on2 share of 40p inEncata prica
of 175p at any time during the period of tivee months commencing on whichever first accurs
of:

(p) shedateon whicty, all agdvancea previously made having been repaid and ail letters of
credit {3s the same are defined in the Cradit Agreement) previously issued having been
cancalled, the Credit Agresment is datermined.

(8 the permitted refinancing date (as the same is defined in the Credit Agraement); and
{€) 3tstMarch, 2000.

() Thenumber of shares which may be subscriped and the sga':.s.:ription price will be approprataly
2djusted 10 take account of any rights issue, any reduction of share capital or sub-drasion or
cansolidation of shares o any d:stribution of assets{othar than normal dividends) which takes

place befcie the exercise of the Bank WasTants.

89




Further informati

on centinved

7.

Shara option
scheme

(i

i)

)

(i

(v)

M

Esa

®

0

=

$o long as any of the subscription rights attachin
tion rights 2 g to the Bank Warrants remain eagrasate
Er.C may not take certain actions (including certa:n changes in share capual ang corporate

regiganisations) except, in certain ciecumstances, with the consen ArA0TaNat
resolution of the holders. . onsent of an & y

The share warrant agreement ctizsi s provisions designed to ‘twvin® By
: el nk Warrants issued &
ErLc and Bank Warrants issuee By R34 : '

EsA has also entered into a share warrant agreemant (referred to below in section 14)wheret,
Esa will issue Bank Warrants, attached 1o debt obligations created pursuant to the Crean
Agreement, 10 subscribe for 7,142,857 shares in Esaat 2 price of FRF17.50, The terms and
conditions of the ESa Bank Warrants are set out in the share warfant agreement and inglude
provisions comparable 10 those set out abave in relaucn to the Exc dank Warrants.

Each Esa Bank Warrant will allow its holder to subscribe for one share of FRF 10 in Es= dunng
the subscription period reféived to above in paragraph (i),

Lizting of Bank Warrants

It is intended to seek a listing of the Bank Watrants in their twinned form on The Stock Exchange
and the Bourse, upon issue,

Generai rules

O

)

()

™

)
(i
iy

(%}

x)

A share option scheme was approved by the shareholders of Erc and Esa at theis respective
extraordinary general meetings on 25th September, 1987. The share option scheme enables
options over Units to be granted to full-time employees of the Group. including directors. The
share option scherne comprises two sub-schemss, one 1« and one French; the UX sub-scheme
has been approved by the inland Revenue authorities in the UK.

The maximum number of Units over which options may be granted in the 10-year period
foliowing 25th Septembes, 1987 is five per cent. of the Units in issue at the cate they are first
listed. This limit will be adjusted in certain tircumstances, for axample, 1n the event of any
capitalisation issue, rights issus, consalidation or reduction of ~hare capital,

The price per Unit at which options may be exercised will be e highiest of the aggregate
nominal values of a share in ELC and a share in Esa; the market value of a Unit at the date of
the grant of the option, (such market value being the Issue price in the case of options granted
prior to listing); and 80 per cent. of the average middie market guotation for a Unit on the 20
dealing days immediately preceding the date of grant of the option,

Options may only be granted during the period of 42, dsys foliowiing the announcement of
Eorc’s and Esa’s interim and/ov annual results except that the first grant may be within the 42
days commencing on the date on which the UK subnscheirie was approved by the Inland
Revenue.

Options will not be transterable or in any way alienable.

Options will normally be exeicisabie only between the third and tenth anniversaries of the
date of grant.

Ogptions may not be exercised at any tima when a paticipant has or has had in the preceding

12 months an interest of 10 por cent. of mere in the stare capita! of ErC of ESa.

Fuil-time employzes of the Geoup, including directors, 8re eligible to participate but, with the
exception of M. Bénard, NO person May be granted options to scquire Units if he is within

two years of reaching pensicnable age.

The Directors have a discration both as to the persons to whom options may be granted and
as 10 the number of Units over which options may be granted. The total price of Units over
which options may be granted to #n individua! emplcyee shall not excesd four times relevant
annual eamings.

The Directors may not aiter to the advantage of participants any of the majsr terms withaut
the prior approval of the sharehoidars.

Specific rules applicable to tha UK sub.schenwe

®
)

No amendment may be made t0 the sub-scheme without the prior approval of the infana
Revenue.

The share option scheme will close an s fifth anniversary; however, the £2.: directors intend
o seek the consent of the sharehalders 1o ertend the share option scheme ‘of a further five
years from the fifth anniversary

92




2. Uenslons

9. Taxation

— -

(iif)

M

C

(b

()

()

Further information continued
Specific rules applicable to the Franch sub-scheme
0} !:Js;uqnfs may be exerqised caly after the thud anmversary of the Frangh syb-schers
{)  The authohy of the sa directors 10 grant cptigas waill gxpure on the tifth anneversary 9 ars
#ate of the ganeral meetng granting such duthonty

The Group has established funded pensica arrangements far us s=y ; : =
, ; cepioyees which arg designed 25
be agproved by the lnland Revenue under the Fingnce ACL 1870. Somrbuhons Aty m.ﬁg%m 4

meet the cost of the amangements in accordance with advice pravied 1o schere irustees B
consuiling actuaries.

Oividands

The informatian below is based on current UK and French legisiation and pracrice. This may change
by the tume the first dividends are paid.

Yovc dividends

() Ko tax will be withheld by Ene when it pays a dividend, However, when paying a divigers
Emgis obEged to account to the Inlind Revenue for advance corporation tax {"ALT") Therale
ot ACT is fixed by reference to the basic rate of incoms tax and at present equals 27 per gem?
of the agoregate of the dividend and the related ACT.

() Ahelder ot Units who is resident (for UK tax purposes) in the UR and who receives a dividens
from &r.c will be entitlcd to a tax credit of an amount equal 1o the related ACT, In the hanrt
of a company so resident any dividand received ond the related tax credit will be treatec ot
franked investment incorne, An individual so tesident will be taxable upon the total of the
clividend received and the tax credlit, but the tax credit will discharge his liability 10 basic rate
income tax and, if the tax credit exceeds his liability to tax on the dividend, he will be able 1

claum the excoss.

()  Subject to certain exceptions for Commoawealth citizens, citizens of the Republic of Irelanc
residents of the Isle of Man or the Channel Islands and certain athers, the nght of 3 holaer o

Units who is not cesident in the UK to claim any part &f the tax credit attaching to an ke.t
dwidend will depend upon the existence and terms of any double tax convention betwee”
the UK and the country in which he is resident. A holder who is not resident in the UK shoule
consult his own advisers concerning his t2x lisbilities on dividends tecewed, whether he s
entitled 10 claim any part of the tax credit and, it 50, the procedure for dong SC.

Esa dividends: UK Unitholders

(0  inaccorgdance with the Double Tax Convention between the UK and France of 22nd May, 196£
(the *Convention®) {as amendied) a holder of Units who {for the purposes of the Convention
is a resident of the UK, and who receives dividends from Esa in respect of which he 1s subjecs
16 tax in the UK will generally be entitled to 2 payment in respect of the avorr fiscal (a Frenen
1ax credit on dividends) to which he would have been entitled in respect of that dividend haz
ke been resident (ior tax purposes) in France, and » reduced rate of French tax of 15 per cent
(celculated by reforence to the aggregate of the dividend and the avoir fiscal).

(1)  WhensnEsa dividend is paid by or credited to an account with a UK bank, the bank is requires
ta deduct from the dividend (and to account t the wiand Revenua for) an smount equal 1c
Lasic rate UK incorre tax (at prosent 27 per cent.). No credit can be given by the bank for
French tax withheld from the dividend in calculating the amount of UK tax to be so deductec
Similarly where coupans far dividends are sold by a holder to 8 UK dezier in coupons, or or
bahalf of a holder by & UK bani, or whare the divicend is collectesd from an sgent of £sa ir
the UK, the proceeds of sale of the coupons of the smount of the dividend will be paid subjec:

10 a withhiolding on account of basic rate UK incame tax,

(W) In ascertaining a UK Unitholdes's eventual liability to UK tax on & dividend teceived from Esx
credit will be given for any French or UK tax withheid fromit.

‘Txation of capital gaing

A holder of Units and/or New Warrants iy be taxae] on capital gains accruing o the disposal o
Units and/or New Warrants if the holder is resident o ordinarily resident {for UK tax purposes) »~
the UK of carries on 8 trade in the UK theough a branch or #gency snd the Units are used, helg ¢
acquired for the purposes of the trade of bratch or agency. it is understood that it is the practice o
the Inland Revenue to attribute the price paid by subscribers between tinits and New warrants fe-
those purposes by reference to their market vaives on the day that they are first quoted. Individua ¢
rasident or ordinatily resident, but not domiciled, in the UK should note that Units and New Warrar:s
i bearar form held in the UK, and such parts of Units and New Warrants 10 reqisterad form as ars
attributable to shares in EnC, are assets situated in the UK for the purposes of UK capital gains tax

Gift and death taxas

()  Units and New Varrants in bearer form held in the UK, and such parts of units and New
Warrants in registered form as are attributabla to shares 3 Escc, are (subject 10 tne lerms c
any appropriate double taxation treaty) assets situated in the UK for tne purposes of U
inheritance tax, 3 gift of such assets or the death of a holder of such assats may accoraing ,
give rise to a liability to UK inheritance tax even if the holder is neiher gomiciled i the L<
nor deemed 1o ba domicied in the UK.
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10, lssuc and transfer
agas

i French nhentance dytes may alsg be lewied on the value .
NGE Bulics tee of that part of the yans ena ke
Warrants §QIresegnding 19 the E3a shares. Under the reievant U:;fffen;h ggm-emé" a-

:{';S\;:?;Bl domiciled in the UK may credit such French 1ax 29305t 3 correspaning L% 1
]

Any person who is in doubt as 1o his taxatign position should consulta prafessional adviser

The following s a summary of the relevant rutes of stamp duty and stamp duty reserve tar (5 R™”
which are UK taxes, and registration taz and stock exchange duty, which are frenchtaxes 3ppICd ¢
1 the issue of Urils with New Warrants ans 1o subsequent tranfactions i them. 11§ baseo UCR"
thie law 1 force at the date of this dogumert and proposed changes to the law which have teer
announced and is subject to any further changes ta the law {including changes of rates of taxiwn <”
may occur Persons in any deubt as to the application of these taxes t0 transactions which
they propose should consultas protessional adviver,

{)  No stamp duty SDRT, regisiration tax of stock exchange duty will generally be pyyabe *
respect of allocauons of Uniis ot New Warrants under the U¥ Otfer, the Frenzh Offer ortme
International Plaging,

() Subjectto paragrash (i) bridy 3n agteement to transfer registered Units and New warrar:
wn registered form ard renounceabls letiers of acceptance will generally give nise 1o a hat %
to SORT at the rate of S0p for every £100 of part of £100 of the consideration unless neitra’

p:r'.y to the agreemerit is resicient i the UK and the transaction 1s carned out wholly outs.S¢
the U ,

()  Whereatransfer of registcred Units or New Warrants is executed pursuant 1o a sale agreerrer”
stamp duty will generaily be payable at the rate of S0p per £100, or part of £100, of the wnc &
of the consideration payable far the Units of New Warrants, This hability replaces the liabut,

vo SORT that would cinerwise atise.

(V) Where the transferez {or any other holder) of Units or New Warrants in registered for—
axchanges them for Units or New warrants in bearer form (for example, in Lroer 10 dem &
the Bourse), stamp duty will be payable at the rate of £1.50 per £100, or part of £100 of =2

value of the Units or New Warrants. This liability will be in addition 10 any hability to sta™o
duty incurrad as described in paragraph () above.

V)  Neiiner SORT fint 2timp duty is peyable an ol dgreement to \ransfer, or the transfer (by deliver,
ot haok eatry] nf, Umits of New Watrants already in bearer form,

41} Weithyt SDRT ior stamp duty is payable on the exchange of Units or Naw Watrants 1n beare’
Yorrn fust thisse i registered form,

(viiy Gnthe exercise of New Warrants to obtain Units in bearer form, stamp duty will be payak e
21 the sate of £1.50 per £100 or p2rt of £100 of the value of the Units,

(Vi) Stamp duty or SDRT at the higher rate of £1.50 per £100, ot part of £100, of the value ¢
latters of acceptance, registercd Units or New Wartrants in registeved form will (subject ta the
teduced rate applicable where the transteror is 3 qualified dealer other than a market maker) ke

payable where they are transferred into a claarance service or depositary receipt arrangement

(%) Where §DRY is payable the persan iable to pay it is gensrally the person who agrees 1o acdu &
the sécurities concerned (of, where appropriate, the provider of clearance services of ISSLE"
of depositary recepts of its nominee o agent). Hawevef, where securities are acqu."es

{otherwise than by 2 member of The Stock Exchange) from a member of The Stock Excnangs
ot a qualified dealer SORT will genurally be accounted for by The Stock Exchange member c”
gualified deater concerned.

(6 Where stamp duty is payable it wilt generally be paid by {he transferee. The Stock Exchancs
witl, howaver, account for stamp duty payableon transfers of Units or New Warfants etfectes
through it. The stamp duty payable on an exchange of Units or New wWarrants in registeres

form for these in bearer form and on the issue of Units in bearer formon sxercise of the Ne.,
Watrants will be the liability of Emc but the halder of Units requesting such ex¢nange ¢

exercising the Nevw Warrants will be requited to indemnify Esc against the duty SO payabre

(X French registration tax will be piyableona transfer 2f Units only if the t_ransfer is documeniss
by a written document additional to any necessary transter form which documert 15 @ne”
signed in France of between two persons rasident in France. When apphzatie, Frenz-

registration tax will be payable on'the transfer at 4.8 per cent. of the price paid for the un-it
or, If higher, their actual value.

oy Transfersof Units and New Warrants eifected througha stockbroker, bank of other profess.ons
hnancial interenediary (n France will attract French stock exchange duty The duty, whcn .
chargeable, where appropriate, bothonany french financialintermed:asy acl rgiortheveras:
and any French financial intermediary acting for the purchaser. 15 at the rate of 0 3 per ce~*
of the amount ¢f the consideration uniess the consideration exceeds ERE 1 million, 1 wh g

case this rate wili be haived.
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1, Exlating haldings Saloman Brotrers Ing and the Juez . @ Fi
 NQlQINGS 5 s andd 22 gTouR (Compagnie Firangigre de - gang eue? AT
of YUnits Compagrie Frangaise 3 Entrepnses) are drestly O wnduectly uiézis‘ieasif‘é&2‘?‘&?3*&%’?5&
cer cant resgeqhively of the issued share capitals of both §ac and E4a which holdngs wou 3
rapresent 1 BB per cent. and 1 91 pet cent, sespectively of the increased share capitals follgwicg
tha Issye Save 3s aforesa:d the Direciars are ndt aware of any person wha duregtly o7 grestly 3
interested in free per cert. of mgre of the issued share capital of Encor Esa

The Directars ste not aware of any peson wlio, directly of indirectly jointl !
s o2 sevetally exetises
or could exercise control over £RC O BsA e ¥ jontly o8 % EXSIEis

Cunain of the UK lzsuing Fouses, the French issuing Rouses and 19 Intarnational Managers, ands ¢
coempanias assogiated with them, are holdess of existing Uruts.

12. Diractors (3) The Direcrors

gach of the Directors is a dirzcter of £nc (the appointment of T M. Ridley ang Sit Robert Sehplay &
take effect on the spucial resolution relerred to abtve adopting the new articies of association ¢
g2, becoming uncensitional) and either a membet of the conseil d'administrancr of 3 renseur o
Esa The censcurs of fsaare ML, [herse, R DurandRival, RLE. Lion, Sir Rt tAchMaton, 1 M Ridles
and Sir Robart Schintey.

(b) Divectors'interests in Units and options
Tha table below shows the interests, all of which are beneficial, of the Directors {inctuding rnembers
of their immediate families) in the Units immediately following the lssue (rot taKING INO accours
any Units which the Directors may acquire in connectian with the issue) whieh, in the case of E9.3
will be required to be entered in the ragister maintained under secuion 325 of the Compamies ACt
1985, and in options granted under the share option 3¢heme referred o above in seatian 7.

Oiractors Number

Urits Options
B Auberger 10 —
AP Benard 10 128,006
D. M. Child 10 e
L. Dhetse 500 -
A Dumont 10 p—
P Durand-Rival -- 107,000
Sir Alistair Frame 10 -
R. de ia Geniere 10 —-
$ir Nicholas Hendet$on 2,000 ~—
R. Lion — b
Sir Kit McMahon — _—
/. Malpas 10 —
R. A, Morton 500 128,000
1P Parayie 10 o~
Lord Pennock 10 —_
T M. Ridley — —_
sir Robert Scholey — —
8. Thiolon 10 ——

—— (c) Remuneration
M Rtis estimated that the aggfegate cf the mounts payable, under the arrangements in force
at the date of this document, t0 the Directors by any member of the Group for the currert
financial year will not excead tha equivalent uf £850,000.

() The aggregate of the remuneraticn paid and penefits in kind granted 1o the Directors by ary
member of the Group for the pefiod trom 30th October, 1985 to 31st December, 1986 v.a%
the eguivalent of £226,008.

(d) Directors’ intérests in transzctions

The transactions referred to are degei'bed either below in sections 13 or 14 or above under the

heading *Legislative ard contractual rangernents’.

() B Auberger is chief executive of Caisse Nationale de Crédit Agricole,

Caisse Nationale de Ceddit Agricoleis an undenwriting hank under the underwriting agreemgns

aated 24th August, 1987, 2 lending biank under the Credit Agreament, a FRF lenler under the
intesien loan facility and a French Issuine House under the French Offer.

gy D.M.Childisa director of National Westminster ank PLC, of which County Natyvest Secunities
Limitad, County NatWest Limited and International Westminster Bank PLC are subsicranes
National Westminster Bank PLC is an arranging bank and agent under the underwnting
agreement dated 26th August, 1887 and i an arranging bank and agent undet the Cred:
Agreament, it is the beneficiary of the counterindemaity refaered 1o below in section 1% r
addition it s a receiving bank for the U Offer and registrar of ErLe. County Natvvest Securit:es
Limited are joint brokers to the UK Offer. County Natwest Limited 15 3 UK Underwriter, as
defined below in section 13(V). international Westminster Bank PLC 18 an underwnting bank
under the underwriting agreement dated 26th August, 1987 and a paying bank and a lending
bank under the Credit Agreement.
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Rlagng, BHlgaTHAHE BA. B R WITH SR IR RGN faciay

&4 iurﬁ;;ﬁé?;sﬁas Hengersgnis hirestar of Demag A4, o witoch Tads Conett Hn Lmiaes 3 @
ubsidiany

Tarmag Construgticn bimited 18 4 paty 1o 1he COREUEUIRA EURTRNY

¢ RE T wann et enegutive of Qagse des DNplus CORFGRATENE 3N § 4reCtoe O s
Natonar 4nd Grédn Fencier de Frange

Qagae des Dépsts 01 ConuQralicr s A FRE hender uadet thpiptENTMICAN fagiity 20 p Framam
155ung House, Crédit Natenal 1§ &0 LRIRINGLRG DIRk under the PRCENNTTIAG BYTEETET’
dased 26th August, 1987 ind alending Lank wnder the Credit AGIEEment ang 43 EXLEsTIeD kS
B¢ # lender 10 Ewotunnel as described above uncer 1he heading “Lepsatve g TORIDLID
arrangemants®. Crédit Fanciaris d tending bank under the Credit Agreenent

(V) Gie Kit McMahon 18 chairman of Midiznd Bank ple, of whieh Mgland Tank 5 A and Samst
Mantagu & o Limited a1¢ nubedianes.

Midtand Bank plg 1s an ananging bank, dgent and underanting BaAR under the ungernt PR
agreement dated 26Ty August, 1987 and |3 2N AtEARgInG Bark, agent and tenoiRg LNk AURSR”
the Cradit Agreemant and & Paying agent and C lender untet ne antenm D fagity ®
addinan 1t 18 a raceiving dank Tor the UX Olfet Midiand Bank 5 A, 18 8 tRE lenoer uhoRr 1™e
intensm toan faciity. Sameel Mentagu 8 Co. Litmted 13 3 UK Ungerwriter 33 gelined beiow .7
section 13(v).

(viy R A& Maortenis @ diractor of 3asyue Nationale de Fing PLC which it 2 subpigiaty of Bandoe
Natianaie de Fang, &n atranging bank, agent and underwnting tank undet the ungderwilifyg
agraement dated 26th August, 1987, an arranging bank, agent and jehauny bank urokr Ing

Crecht Agreement, 4 FRE lasder under thee intenm lozn faciiity and 3 Frenthissning Mouse
rezawved feas as 3 placing tiank 1n the ptivate placing of 1986

(i) )P Parayre 1S & directar of Crédit Natienal and 3 member o} the managing boad of Dume:
§.A, and has an indrestinterest the shares of Dumez S A

Datalls of Crécht National are set out above in (V). Bumez S.A. 1 a party 10 he tonstruetio™
¢ontract.

(%) LotdPennockisan executive ditector of Morgen Grenfell Gtoup pit, Sf whith Motgan Grente
& Co. Limted 18 2 subsidiary and a director of Standard Chanered pLe, of whith Sahaare
Charteesd Bank is 8 subsidiary

Morgan Grentell & Co. Lirnited Is @ € tender under the intenim toah fatility and 3 UK lEsuirg
House italsoreceived feesat 2placing bankinthe private plzcing of 1985 Standard Charteres
RBank 18 at unizerwiting bank under the underwriting agreesnent dated 26th August, 1987 ahc
alending bank under the Credit Agreement.

(X} Rensudcela Genibre is chairman of Banque Indosuez.

Bangue Indosuez it an amanging bank and underwriting bunk under the underveisttr 2
agreement dated 26th August, 1987, an arranging bank and 3 fending bahk undsr the Crec
Agreement, 3 FRF lender, FRF paying agent and agent undce the intenim loan facility, 3 Franc
Jssuing House, the receiving bank under the French Offer 2nd a registear of Esa, [t recerves
fees as a placing bank in the private placing of 1986

(X1} B. Thiclonis chiet exscutive of Crédit Lyonnais, vice-chairmah of Union de Banques Arabes g2
Erangaises (UBAF) and & directar of Bouygues S.A.

Crédit Lyonnais is an aTanging bark, agent and underwritiry bani; witAar the underwnt 7

agresment dated 26th August, 1987, a0 arranging bunk, 3geNL, payy r Dank and lending ba=e

under tha Credit Agrezment. 2 FRF lender under the interim loan facsty and a Frerch issu =5
Houte Itracewed feesas a placing bankin the private placing of 1985 UBAF 15 anunderwrtirs
bafik under the underwnting agreament Jated 261 August, 1987 and a lend:ng Bank unge”
the Cradit Agreement. Bouygues S.A. is & party to tho construcuion ¢ontrast

Except as stated above, na Direttor has or has had any interest in any trarsacyon which 15 or a2t

unusual 1 its nature of conditions of gignificant (o the buginess of the Grout a73 whith nzs ces”

atfected by Epic or Esa since 3Gth October, 1985

(e) isans znd guaraniees )
Thare are no outstanding feans granted by any mernber of the Group 10 ar‘» cfna 3 reCiOrs aNG 7S
guarantess aronded by any member of the Group for the benefir of any &% 172~
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[&) &0 agreasieAtiine s gaqear URderansg AGHATEA) dxad 1Eh Rovereby, 1007 el Loy
ertaredinia Blladtd fe @ ard [aadty, fany pircaned, Secntyenans, Dave byl Chu B LD
Pyig ting “Brana Load Undereint00% (2] 30 he LR pagwng PSRl S5 DR 10 Wi
fne, (4 the Prengh head urdanttess 83 the UK LD 1aLses haed DGrOsB PIOVBIGTS o
1re casrd.adecn of e Uk Siter, the Franch Glerand the miarRaniendl PRRIng)
@) an agreemeat (i s, Glter far Sale Agirement’) Zatp4 AGih Soverzed 1607 hag Leen
sacecart ta Batween Eng sas i, ahaéamst@fs {jandihe UR:sseing Houteddd), pursdamt
s wiizh thi W% sgue g HCWSE have agreed fecndhonaliy elet 2ha, wponitetounad 21 Tae
geach Gaghange 3reeag e he admisscn of the Un.ts and Naw Vastanss sued 2rd Y0 SR
"e.0d urder tha ggue 13 the Cifisial Lot ast ioter AN 15t Cezembet, 3089320 BUDEEHDR
fon and 1o offer 1 W00 eyllis 101,620,003 Lies with 2y Wartdnts ot 8 e ol BIDDERY
Lt OA the terens getout whig dscument, Indand tiahove anteed WO EDY DR W b
payges 8 toral cammishish of &% pof cent, ef the po3tRpALR iBSUE BIES &f 32ch WAIEE iR
Hows Wasnots, 1egeshet with any valua asded tam, Ot of with the LR 5t wouLes
wid pay ¢emTISUERS 1B County Natwest Limited and Samuel MErtdyY A Ga ymed, ihd
fugaundarntiens anc ARy Dotsens agtecin 18 Eukmit pristity ppslieaticn torind L8 rart b ¢hd
LAderutiting Hrangements, 18 well as 3 fes o Citisetd Letimponur Witkers Lrited, Chunty
Frauiagt Securtes Linitad and 6, 6. Watburg Secutities isp thair services 't SERdECLOR Pith
ke UY Gifer ERG ard B nave syfeed 10 Pay “pd taling SammishEht ard Apnblnsh
cammisnioas rolerred 10 hetew under the heading lsue artahgements’, 135ether wilh ahy
vatue a3ded tax, all costs and exsensnt relating and jntidental o the UK Eiter and the Eonts
of the saalicaticn for sdmiseoh &f the Urits antl New Vratrants 10 o Gthaal sl
&y an ayreement (the sErpnch Bndebanting Agreetient’) dated 3 6ih Noveribn 3 BET has beer
entored it Eetweih Eac and Esa (i) and "?e frenchissuing Housey dond Crodar
Pk ,&nv_é oV (_Cnuuuv'hml ;b."., LS )
{the ‘Freath Urdeswritats®) (2 puruant to which the freach Underwritars pave agraed e
eatyte substrters tor ot, failing such sulscHpticn, themselves 10 sutscrioe fcr 101,060,800
Lnits with New Warrants at a price af FAF 45 pefUnit. Enr 3RS 238 have ayia2d 1D pay i e
Eroneh Issuing Houses sammissions atounting 1o 5 per cent. of the aggresate jssue pric2 cf
suth Units wath Naw Watrants, subject {0 adiussment if {hat wumnber is vasizd, togesher with
el azdad tax, sutef which the FranchissuigHouses will pay selling commissions amouriing
in total to 2 per £2nt. of suth spgregate issue prica, Encand Zeahave agreed to pay all 20538
shd expenses felating and inzidental 20 the French Cffer and the apghication fo¥ edmissicn of
the Uit 434 Neww Warrants t0 the 3eurse, .
an agresmént the wntasmational Subscriptien Agreerent’) dated 15th Novemier, 1637 haz
Eaen entated into betwaen tpi and B (1), the UK Issuing Houses, 5. G. Warburg Securitizl,
gancua Indesuez, Cradit Lyonnais, SNP Capital Markats Limited, Nomura \nreraaticnal Lirritad,
satarmon Brotharsing, Genorale Sark, Al 8ank 28 Saudi Al fransi-jaddah, Bangue Iternatisnale
ilyremboure A, 2pskilda Securities, Skandinaviska Enskilda Limited, S. G, \Warourg Seunties
{lspan) Inc. and 5. G, Warburg & Ca.InC. {together, the “intemational MManagers™) {2), pursuanl
12 which the Intamal onial Managzis, jeintly and ceveraly among greuss of intarnatiznal
Managers estadlisned fer specitied territares and numcers of Units with Nav/ Warrants 6t
severaly betwean such Grouds, have agreed (ccnditiona*:%g inter alia, on tha UK Cifer far See
Agrearnent and the Franch Undanwiiing Agrezment Bocoming uncang tiomaij 19 prac.r?
sJoseribers of, failing 3uch subscription, thamsewves 10 subsciite for a 1313 O 12,680,565
Lants witn Mew W tantsat 2 price of 173p and ERF 17.50 perLait, Foggro TIANRYE asread
12 pay commissicns arsunting 10 2V per com of the scgregate ssu2 &7 22 of 5.cn NS
Wi Nz Warraats and 10 3Tow a sefling Concessicn: o7 funtner T Re 20t O fugaisiug
prics. Encand Zeahave agr2ed 1O B2Y 2 Thair own €osis 20d expenses 3t °g and sc.Sertt,
~ tha Inzaraztional Plading and to raimburse 1ag Intern rional Manazzrs . rggzent of maw
expenses (L0t0d maximum of £125,600).
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14, Matariud
cantracts

)

(i)

™

)

ghg K Gifer for Sals Agreemant, the French Underwailing Ageeemment ad the Irermational
Subscriprian Agraemant ¢gnism watranties and indemmities in favour of the tssung HOUses and
lntevnattqna} Managers cqngerned by gre and Esa2nd (o Thy casd of ertain WaTranties n the YR
Offier for $ae Agraemant) the Directars, given {in the c2se of tre UK Ofier for Sale Agrement) 1
the Issing Hoyses for the banefit of themselves (inter alios) and the UX Underwritars {as defingd
Kelow), a3 agents for Natignal Yvestmingtat gank PLC 2nd Midtand Bark &4, and 35 agenty e
(inter aligs) the UK Wnderweiters. They als0 cantzin athorities 10 the relevant 15Suing Houses and
Intarnational Managers, 5 principals and rot an benall of Eng and Ssa, to atfect of cause 1@ he
effegted yansactions in Units and/jot New Warrants with 2 visw to statilizing ang/er MARTANING
The market price of Units and/or New Warfants 31 " rices athet than those which might gthenwise
pravail in the open market, Such agreemsnts contain, inter alia, provisions for terminaken @ The
event of breaches theteaf ot of matarial changes in ClrCUMSTANASS affecting the said warranties.
The Master Undanwvriting Agresment pravides that if any of the three underwriting 2QHREMENtS 18
terminated pursuanttothese provisions, they will sl (i permirted by apphicabielaw) hy sotermindted.
In this event, caetain provisions are made in relationto cammissions and Bxpensts.
The UK Offer for 5ale Agresment, the granch Underwriting Agreement avd the Internationa!
Subscription Agreement are intar-conditional, in the event that thay do not tRCOmeE unconditional,
aach of thanimakes certain provisions reqarding comimissicns and expanses.
Tha UK Issuing Houses have entared into &n agreement dated 16th Navembit, 1987 with County
Natwest Lirited and Samuel Montagy & Co. \irnited (the “UK Underwiiters”) undsr which the UK
gr;.iderwriters have agread to share with tha UK lssuing Rouzes tha nrimary underwriting of the UX
ar.
The UK lssulng Houses and the French 1ssulng Houses have gntered into 3n agreoment conceining
the management of the UK Offer and the French Offer and the Intarnational Managers have entered
iAto an agreament cancerning the management of the International Placing.

Tha l'ollqwing cantracts, not being contracts entered into in the ordinary cournse of business, have been
antarad into by et on behalf of members of the Group sinct the respective dates ot their incorporation
and are, of may be, mataial:

G

)

)

wm

™)

(Vi)

o

the cancassion agreement signed as of 14th March, 1986, mad( between The Secratary of State fer
Tanspart (1), Lo Ministre de ['Urbanisme, du Logement et des Tansports (2), The Channel Tunnel
Group Limited (3) and France Manche 5.A. (4), referred t0 sbave under the heading "Legislative and
cantractual arrangements”;

2 rasolution of the woard of diractors of ESA dated 13th August, 1986, getting out the terms and
conditions of founder Shareholder Warrants to subscribe for an aggregate of 2,652,000 shares a3
reforrad to ahove in section 5;

the canstruction contract dated 13th August, 1986, as amended by agrezments dated 25th
September, 1986 and 27th January, 1987, in aach case made between The Channel Tunne! Group
Limited and France Manche S.A. (1) and the Conteactor (2), referred to above under the heading
*Legislative and contractual arrangerments’;

the corporate structure agreement dated 13th August, 1986, made between Esa (1), france Manche
$.A (2), Erc(3), The Channal Tunnat Group Limited (4) and the Founder Shareholders {5), pursuant
to which the Founder Shareholders agreed, inter alia, to subscribe for the shares in ERC and EsA
which were issued on 15t Seprember, 1986;

the partnershin agreement dated 13th August, 1686, as amended by supplamental agreernents
dated 25th September, 1986, 23¢d July 1987 and 14th Octobef, 1987, in each case made between
franca Manche S.A. (1), The Channel Tunnel Group Limited (2), £3A{3} and EpLE {4y pursuant oV thich
The Channel Tunnel Group Limited and France Manche 5.A. astablished an association constituling
a partnership under English law and a société en participation under French law for the operatics
and maintenance of the Eurotunnel Systam. Under this agreement costs and expenses horne by
France Manche S.A, and The Channel Tunnel Group Limited for the purposes of the partnership shalite
shared equally betwesn francatanche 5.A. and The Channel Tunnel Group Limited, who contribute to
the partnership tha use and benefit of all agreements and property owned by them relating to the
purpasas of the partnership. France Manche $.A. and The Channel Tunnel Group Limited shall share
the profits and beaf the losses of the partnership equally;

the Maitre d'Ceuvre cortract dated 13th August, 1986, made batwean The Channet Tunnel Group
Limited (1), France Manche 5.A. {2), WS, Atkins 8 Partnars (3) and Société o'Etudes Techniques et
tconomigues S.A. (4), providing, inter alia, for independent project managers to undertake the
monitoring and control of the construction ¢ontract and of the design, suppiy construction, 1esting
and commissioning of the Eurotunnel Systew:

a warrant instrumant cated 15t Septembet 1986, upon the terihs of which Epic issued Founder
Shareholder Waircats 1o subscribe for an aggregate of 2,652,000 shares as referred to above in
section 5;

the placing agraament dated 20th October, 1986, made between gnc (1), €54 {2, the Foundar
Sharehalders (3), Robert glerning & Co. Limited, Morgan Grenfell & Co. Limited, ganque Indosu2z,
ganque Nationale de Paris and Crédit Lyonnais (the "Placing ganks"} (4) and the directors of £2.C and
£4a.(5), wherety the placing Banks agreed to use their reasonable endeavours to procure subscribars
far the units issued on 315t October, 1986 and referrad to above in section 2 and £.C and Esaagresd
to pay to the placing Banks 3 commission equivaient 10 shres per cant. of the aggregate placing
price of such units, together with certain coSts and EXpenses;
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g} an agraament daned 3191 Iuly 1547 made balween Thy Charvit) ARRE0u garnuyd oA Fas ¥
Manche GA. (the EmEicyer (I}, ESQ % Gestn Giowp NG Dimie Fik Tpyion WOLTEOW Py
and George Wieaty PLQ (the “Taarnk Guardrapa) 353 Souyguts s, Domez DA pivt ]
ﬁ&uxemm d Gntraonies 34, So0dle Géovia gtaumerie A and Soie Batignoves S e

fransmanihe Guaraaters) () whertsy tra TRTIK Guprastors and Pargmanshe Qubtbnize
guaranteed Q he Begloyer O Contrazial's CREpRTIUD £0 thie KRN AR specihed,

(x) the ratway uiage acatract dated 299 1 198, 28 confirmed srdvannd by 3 smemptandum Ed1es
215t Getcner 1997, aach made mwm\_wcw1mﬂmumewd 1), france Monghed &
{2), Tha dnuan fatways 300 (3) ana GHUR {4, referedto abaya under tha hadding | ppisative BRD

cantragtedt ARG emeants’,

(X A 1nRanm taan fagllity agreement eated Ath Auguat, 1917, maite between Tia andEre{d) tanouk
el 2SR Natonale de Pans, Crdet ysnnas, Caisie det Dep2s vt gonnipranons Costt
patcnale de Qredit A neate and MNidund Rk S A, (2}, Mitiand Bank pic, Robert Flaming o
Litn.tad, Relgamanche A, Mazgan Grentell 8 Co Limted ands, &, Warburg €. g 15 Banoue

indaguel $0d iitand Bank pie (&) ad Mancue tndusuel %)

() & countesndemnnty dated 26th August, 1687 given by The cranne] Tunnel Groud Lamited omd Eud
16 Natonal Vestrinster Bank PLG far £1,500,600, being the amount gursnieed by NanzRd!
vegtiunster Bank pLC on beralt of The Channel Tnne! Group Limvted 10 th Setieldly of State fr
Tanspart by @ gualantee of the same date teptesenting in2 kkely mbuht payshle oy ang 1D LB

sequited fram the Sedretaty of Suate for Tanspant by Eototunnel 23 proviced 1ot 3n the Loh2estioh,

R\ the underwiueg agtetment dated 26th Avgust, 1617, made between Furctuniaal Finance Ligted
sid Cutbtuane) finance A, (1), Enzand Ea {2), Cradit 1ybhhait, Ngtiona) Westminsier Bank PLC,
Hangue Natonse de pans, Nudiand Sank i and Bantice Indesues 13), Credit Lybhaais, Nationa!
wastiminster fank FLE, Banaue Hationile d Paris and whidiand Bank piE (47, the pryRal uhgeriitig

panks{as detwedin the agtetmem){'snndthemwmdemmhg batks (as definkd ihthe agreement
{#), putseant 1o which the etiginal undetwriting benks 3nd the new undewritihg banks agresd 1o
undarwtice the full amount ot the tredit fagilities inade dvailableunder the Crodit Agreement referred
to above undet the heading “Legitlative sad toattattual arrangemants’,

(XvY the agtestnet Jated 7th September, {4y, made between the futcpean Investment Bank (Y
gutotuntel FifsaLe Litmited £2) and Eurotunnel Fifante $ A, ), referred 10 above under the hedding
L egislative and AbRtrattedh srangements’,

1K) a debenture dated dth Hovieber 1987, made batween kn (1) The Chanmal Tunhél Griup Limited

{2 Evrotehnel Finance Limited {3). Eurounhel Developsiants Lirited {4}, €54 (5), France Mantre

§ A (6)and Banque \ndosurz (7). pursusnt to which th@ Drrtics tharelo other ihan Banque Indosue:

wave created fixed ing foating chargss o the PropeiTy theré ceferred 10 a8 cecurity for tre
payment of all amounts dua under the mteridd Toan facility agreement |sferred 1o in paragraph (UK}
A50ve,

EXVIM) the Cradit Agreement dated Ath Novembes, 1647, made betwekn gurotunnel Finance Limited ar s
Eutotunnel Finance S.A. {1), Crédit Lyonnais, National Westmirnsters Bank PLC, Banqus Nationaie Ce
paris, Midland Bank plc and Banque Wdosuez (2), Crédt Lyonnais, _Natumé! Wwestminster Bank PLC
angue Nationale de paris and Midiand Bank pic (3). Crédnt Lyonnsis and international Westminste”
Bank PLE {#) and the banks {as defined in the agresment) (8), referred 0 above under the heading
" egislative and contractual amIngements’

(X) a share warrant agreement dated 4th Novembdef, 1487, made between go.¢ and Esa (13, Cred:
Lyonnais, Nattonal Westminster gank PLC, Bangue tatignale ge Fans and Mhgiang Bank pic 23 a3
gertain of the banks comprising e fifth party 10 the Cragit Agreement {3y wnereny £°.C ang £3-

agreed to 1ssu® Bank Warrants, and

(XX} the underaTaing agreements raferrod to above section 13{0.

g7




purther information continuad

18, Caompatition taw O UK domastis law
;

(h & nymear of agreements 19 v
furrisheq 1o the Qihge of Faue adiog v
extent that this a715es pegause two
agresments, the proiem v
et 1987, vihigh will have the
are being seught for cerain ot these

of natianal Imponance.

oy Safaras Eurqtunnel itself is ¢6RE

relation 1o restnctive practices legustation as any othe? group of compames unaet N

ke 50

pined, it eupects in the future 10 be

o Egegiynnal 13 patty may & segstal'e ang have L
psjer the Restegte Truge fFactoe Agt 1976 Te e
or MYIE OIRRINIEY WIRR The Gignn dre Partes e
wed for the fyture by 3 Order pnder 1Ly Channet nne:
sHfect of deemug Eurotunntt 1 be 3 50

g gty SREMERETS

agreaments under segtion 29 of tha AR 43 dQTERMETTS

in tha saine PRSCE W

control, fegistrability o1 11$ agreements willthen depend on othet factors inclyding ing spegiie

content of each agreement.

{he relevant legistation,
(i) French and Europeaniaw
Eurotunnel has notified the m

policy 18 10 camply with Frenc

The

ajor agreament

any particular probiems refating 1o the agreem~nts 10 whach it 13 party.

Group's policy is 10 comply with filing tequiteInEnts UNaE

§ telating to the project works to the Commssion ot
Uawing preliminary discussions with the commission. Eurotunne! 5
h and Europedn competition law and Eurotunnel is not on notice of

16, Property () Ofices
Datails of officn spage n the UK and France occupied by the Group are as foliows,
Gross
internal ared
in square feet
{unless Current annual ren?
othervnse and gate of next
Logation indicated) Tenure 4Nt FRVIEN
11th flogr, Portland House, 11,000 Leatehold for aterm of 5 £176.000
Stag Place, Lenden SWIL 58T %‘9'5’3 from 15th Marth, {no tent review)
12th floor, Pertland Hause, 11.000 Leasenold for aterm ol £176.000
Stag Place, London SWIE 5B !‘9‘&% {rom 25th Maich, {no tent review)
13th Hoar, Partand House, 11,060 Leasahold for a 1™ of6 £200,000
Stag Place, London SWIESET yeats from 2Gth Septamber, neng te £220 oot
1986. from 2910
septembtr, 1921
part of 17th ticat, Portland House, 7.000 Leasehold for aterm of c129 960
Stag Place, Lonidon SW1E 58T s{eg.ga from 15t Nevamber, (no tent teview)
Tour Franklin, 950m? Leasehold for 3 term from FAF 4,220,000
100 Terrasse Bareidieu. 26th June, 1986 10 19t July st July, 1988
— putenux GCedexn Vi, 1995,
92231 FRtsla pafense
70. rue Matlien, 62100 Calais AAm? Leasehold for axerm from +RF 182,260
181h September, 1986 to 15th June, 1988
15th June, 1995,
Ground floce and 15t floor, 3,943 Leasehok renewible fors gii.00C
Tontine House, Tontine Shireet, term of 002 gw from 15t
Folkestens, Kent €120 158 February 1986.
(i) Concession tand
(8 K
() Llandin the UK requited for the constructian and operation of the System will be
purchased by the Secretary of State for Transport of purchased by the Group ard
transterred to the secretary of State. The lsnd will then ba leased 10 the Group by the
ecretary of State undet the terms of the Congessicn.
iy  Pursuant 10 parliamentary undertakings the Group has purchased the freehold interest
, in a number of residential properties in villages in Kent which will be alfecied by tné
construction of the System.
(b) France
the franchstatehas made availableto the Group land owned by it requited forthe constructiens
and operation of the Systermn under the terms of the Concession. Land which 15 not owned by
tha French state and it required for the construction and ope! anion of tne System will be
acquired Gy agreeiment of by compulsory purchase under the Daclaration d upihte Publique
dated 61h May 1987
e — i
93 ~ J—




Further tniormatlaﬁ continued

17. Litigadion 0}
and glaims

{1}

@ity

18. Ganaral (@

(b

{c}

+19

channel Tunnel Investmants pLC, on behalt of wself axg ‘Bcheical Stydies in pag Qe
compensation fram EC and EA far the alleged usa of data saud to beigng.esm t:\;.-mbers of 18
ghanngl Tunnel Study Graup. Nesthe? Clranet Tunned Investments PLC ner the Channe! Tunng! $huds
Geaup Pas any conngllinn with Exg ot B34 The vilue of the claimants’ inTsests n the UAla has pee”
put by them 3t £1,590.000 a1 1§72 prices. Thedaie™ question are Nt essenti2i o the gensuucue”
of the Eurctunnel System, The Directess hitve rejgcied tis caim and intend wigorously 10 defens

any action which may be commenced by Channel ‘unnel Investments PLC: they mave been 20V'SER
that the claim is unlikely to suceeed.

France

{y The administrative suthorisations which parmiy irance Manche § A. to ocsuby 1and i graer
o cany out surveys znd exploratory wWorks wete wrallenged pafore the Adminusirative TBUG3
of Lille, By its judgment gated 29th October, 1687 the Tribunal rejected each of the clam
made. Tha ¢laimants may lodge an appeat against this decision with the Conseil d'Etat withe

aperiod ol two mentns., Since France Manche S.A. has, inany event, taken options to purchase
the lard from ail the cwnars concerned, there wiil notbe 3 sgrificant finzncial effectontné
praiect whatever the outcome of the suit.

) On7i July 1987, the Déclaration U'Utiiité Publique was challengud before the Conseil d'Ela?
by nine indwviduals and an assucistion from Sangatte. Datails of the clam will not bercme
knawn until 3 brief is filed, the contents of which will be notified 10 the deiendants, who are
the French state and trance Manche 5.A, fare the end of November 1667, Exchanges ©f

atguinents will not take plate hefore 1988 and in the meantme the Déclaration d'unhte
pubigue remains fully in force, Esaand its legal sdvisers presently know of no reason to believe

why the Déclaration d'Utilité Publique ghould not continue to remain inforea,

Genaral

() Notice has bees “iven of a number of glaims by the Contractor under the terms of the
canstruction coniact, a5 is usual with major construction projects. These claims relate, inter

.

alia, 1o extensions of time and/cf increases in costs arising from time 105t in the early part o

the construction contract. The Duacwrs_belieue that the claims notfied to date are unhkety
1o be substantiated 1o any extent which is material to *he averall project costs.

()  Exceptas stated apove, there are no legal of srhitration proceedings pending Of threatened
against any member of the Group which may have of have had during the twelve months
preceding the date of this document significant sffect on the Group's finantial position.

Expenses of the Issue

The astimated overall amount of the charges relating to the lssue payable by Er,c and ESa amounts
to £68,000,000, including £41,500,000 payable to the verious financial intermedianes (including
the receiving banks).

Consents

Tus following have given, and have not withdrawn, their written consent to the issue ot this
document with the inclusion in this document {28 applicable) of their respective raports and/or
Istets and referencesto these and 10 themeslves, inthe form ond context in which they are incluged

»pat Marwick MeLintock

Audit Continental 5.A.

B.E.F.E.C.-Mulquin et Associés

Wiltur Smith Associstes

Alastair Dick & Associates

SETEC Econamie

W 5. atkins & Parthers

focidte d'Erudes Techniques et Economigques
Bureay de Recherches Géologiques et Minikres
Mott, Hay & Anderson

Financial informaticst
{y The sumarised financial information relating 10 the Group Set out aDove urder the heading
* ACCOUNtanTs’ report” do2s not amount to full accounts within the tmeaning of secton 254
of the Companies Act 1985,

e’
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furthor Information e@mnnwe_é

(d)

(¢)

("

()

)

(i

0)

@) {A) Full audited accourts of Eree and of Eutotunne! Finance Limted ¢ pev
respective fmaqclal panods ended on 315t December, 186, an;go% Theucsr?:ﬁée?mnne
Group Lamaed in respect of itd financial penods ended on 315t December 1985 2r¢
315t Degamber, 1986, have been deliverad 10 the Regisirar of Companies W Englane
and Waigs. Peat Marwick Mclintock, Chartered Accountants ticrmerly pracusieg 8
Feat, Marwizk, Mitchell & Co ), aut.,ors 1o ezch of these cortpanies sinck the [RSPECINE
dates of therr incorporation, gava unquatified repons (3 defined n section 236 of ine
Zumpanies Act 19653) on these accounts.

@ Full audited accounts of Esa and of Franca Manche S.A intespect of trar vespecing
financial perinds ended on 315t December, 1988 have been delivared 10 the Reqstre Je
Commerce &t des Sociétés of Nanterre. Audit Continenta! $.A. and 8.5 F.E C.-Mulawn

et Associes, Commissaires sux Comptes, auditors 1o both of these companies since the
respective dates of their incorporation, gave gersral reports on thes? ATCOUNLS.

(n}  Apart from the surnmarised financial information set out above undef the heading
Accountants' repart®, none of the informnation in this document has been audited

Offer price

The price of each Unit under the UK Offer, which is payable in full on application, is 3500. this
represents a pnce of 175p for each share in Enc (being 3 premium of 135p over the par value of
40p) and a pnce of £iF 17.50 for each share in EsA (being a premiurn of FRF 7.50 over the nominal

;slue of FRF10). No part of the price will be attricuted by Eewc or Esato the grant of the New
S e SALS.

Employees

At 2t;~-dl November, 1987, there were 143 employees employed by the Group in the categories set
out below!

Department No. of smployees
Executive 1
Administration 3N
commercial 7
Corporate aftairs 22
Finance 18
Secretarial 10
Operating division 44

There ware 25 employees as 2t 315t Decemnbar, 1986.

Financial and trading position

Except as stated in this document, there has pean no significant change in the financial or trading
position of the Group since the date of publication of the audited interim financial statements of
Enc and Esa for the period ended on 30th June, 1987.

Currency fluctuations

in order to unimisc the eftnet of fluctuations of exchange rates between the Franch franc and tre
pound steriing during the period tuilowing the date when the Issue price was fixed, ErLC and ESa
have recuasted Natwial Westminste? Bank PLC aiid Bangue Indosuez to catry out, as part of the
arrengemunts for completion of the Issug. an exchange between the proceeds of the Issue n
pounds releting to £sa shares and the procoeds of the |ssue in francs reiating 1o Eeec shates, These
arrzngements, which appiy automatically in the evied that the same aumber of Units is issued in
france and in the UK, will be adjusted if the numbet f Units subscribed in France is different from
that subscribed in the UK as a result of the provisions selerred 1o balow under the heading *issue
arrangements®.

Eurotunnel

<gurotunnel® it 2 tradamark exclusively owned by The Channel Tunnel Group Limited and Frazice
Manche S.A., both of which are wholly-owned subsidiaties of, respectively, EnLC and Bsa

Close company status

The Directors have been advised that EaLCis sxpected not 1o bu a close company, as defined in tre
Income and Corporatian Taxes Act 1970, irnmediately following the issue

Trustes Investmients Act 1961

toliowing the Issue, the Units and the New Wwarrants will not be ~widef range rvastments® within
the meaning of the Trustee investmants Act 1961.

*00
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Dacumanis
aynlinble
forinspaction

Copies of e following doguments, with certified Enghsh rangiations where the ongimat goeumen?

15 10 French, will be avarlable fqr mspecuon at Hetbert STt & s
and inchirling 2nd December, 1587 h, 35 Cannca Street, Longon EC4 R TS

)  the memorandum and artictes of association of Encl
{1y the statuts of Esa and the enactments under which it was incorparated,

() (&) the lelter from SETEC Economie and wilbur Smith Associates with Alastar Diek &
Associztes 523 out fbove under the heading *Einancial projections’,

gy tae letter from Peat Marwick Metintock, Audit Contingntal 5.A. and BEFE.C.-Mulquin
Associds set out above under the heading *Financial projections’,

(C) the report prepared by SETEC Ecnanmie, Wilbut cenith Assaciates with Alastare Dtk &
Associates refeired 10 2bove undes the heading "Revenues and costs®, and

(D) the repont prepared by Peat Marwick Melintock, Audit Continental SA ars
8.E.F.EC.~Mulquinet Associés set out above untier the heading +Accountants' recort’,

(V) the contracis reterred to above in section 14 (save for certain ports of the raiway usage
contract which are tsgarded by the Directors a8 commercially sensitive),

(VY (A} The Channel Tunnel A2 1987
{B) Laws NoS. 87.383 and 27384 of 15th june, 1987, ant
{C) the Déclaration d'Litilité Publique of 6th May, 1987,

(V) the directors' sesvice contracts referced 10 above in section 12(0,

(vily the consolidated audited accounts of Emc for the financial pericd ended on 315t December,
1986, and the aydited accounts of Csh, of The Channel Tunnel Group Lirnited and of France
Manche $.A. fof the financial pericd ended on 31st December, 1986 and for The Channel

Tunrel Group Limited for the tinancial peried ended on 3151 December, 1985,

(i) the consolidated audited sccounts of Erc and Esaand the audited agcounts of The Channel
Tunnel Group Limited and of France Manche 5.A. for the financial period ended on 30th June,
1987,

{IXy each of the writien consents referred to above in suction 18(b)
(X) (A} the founder Shareholde: Wwarrant, New Warrant and Bank \Watrant documents of Es4

referred to above in sertions § and 6 and under the heading "Dasctiption of the New
warrants®; and

B) the sounder Shareholder Warrant, New Warrant and Bank Warrant instruments and

rasolutions of the board of Enc referred 10 above insections 5 and 6 and under the heading
*Description of the New warranis®;

() the rules of the share option scheme referred to above in section 7,

(X)) the bearet share provisions adopted by the dircetors of Erc and

() the texms and conditions of travel privileges adopted by the directors of ErLC.

101
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Deafinitions
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The foliowing definitions agsty tnroyghout thig dagument, unleds the cQntest requires OthaTwise

Bank Warrants' the wartams 10 [be 1ssued to lending banks i goCne ST
with the Credit Agresment, being warrants exgrciat
duning 3 spacitied theee month perod which cust ge © %7
petore the year 2000
“the Bourse™ La Bourse de Vaicurs de Pans
*Concession’ the concession agreement between the U¥, governmen:

the French government, The Channel Tunnel Group Limies
(a subsidiary of Enc) and France Manche § A (2 subnidiaty &°
Esa) n ralation 1o the development, financing, construche”
and operation of the Eurotunnel Systef, whigh engereq mis
force on 29th July, 1987,

*canstrugtion contract” the contract dated 13th August, 1985, as amended B
agreements dated 25th September, 1986 and 27th Janua‘s
1987, ineachcase made between The Channei Tunnel Gtows
Limited and France Manche S.A. (1) and the Contractor 12
providing for the design and construction of the System

“Contrattor” Trarsmanche Link, a joint wenture of Tanslink ars
Transmanche Construction, the first 0 joint venture batwher
galfeur Beatty Construction Limited, Costain Qi

Engineering Limited, Tatmac Construction Limuted, Tayle”
Woodrow Construction Lirmted and Wimpey Major Projecis
Limited, and the second 3 groupement dnteté:
économique between Bouygues 5.A., Dumez S.A, Scaete
Auxiliaire d'Entreprises S.A., Societe Generale d'Entrepnises
$.A, and Spie Batignolies S.A.

“Credit Agreement’ the agredment dated ath November, 1987 bewweer
Eurotunne! Finange Limited (3 subsidiary of £aLC), Eurgtunne:
Finance S.A. (@ subsidiary of Esa) and the banks namec
therein, setting out the Erms and conditions of loan arc
letter of credit facilities 1n the aggregate amount of tne
equivalent of £5,000 millicn {at the exchange rates referrec
to herein).

sceadit facilities” the facilities the terms and conditions of which are set
out in the Credit Agreement ang the facilities granted 1C
gurosunnel Finance Limited and gurctunnet Finance § A
under an agreement dated 7th September, 1987 by n¢
European lnvestment Bank.

°Directors’ the directors of Enc and/or, as the context may require, the
directors and censeurs of Esa.

*Emc” Eurotunnel PL.C,

*EsA” gurotunnel S.A.

*Eurotunnel” or *Group” | Eng Esa and/os any of their raspective supsidiaries.

*gurotunnel System® of “System” the proposed twin-bared tail tunnel link and cervice tunne

under tha English Channel together with e associates
sarminals, rofling stack fixed equicraent and anciliar
facilities.

“tounder Shareholders® Balfour Beatty Construction Limited, Costain UK Limites,
Tatmac Construction Limited, Taylor Woodrow Construct:o™

Limited, George Wwimpey intarnationa! Limited, Midlars

Bank pic (or, 8 the case may be, its subsidiary Mwalanc

Equity (Frojects) Limited), National Westrainster Bank PLC

Bouygues $.A., Dumez 6.A., Societé Géndrale d'Entrepnies

§.A., Société Auxiliaire d'Entreprises S A, Jpie Batignoles

S A, Crédit Lyonnais, Banque Nationale de Pans snd Banc.s

Indosue,
“Eounder Sharehoider Warrants” the warrants issued to the founder Shareholoe"s
exercisable between 1989 and 1995
*Erench Issuing Houses” 8anque Indosuez, panque Nationaie de Pans, Créz:

Ltyonnass, Caisse des Dépots &1 Cons:gnations and Ca.si2
Nationale de Crédit Agricole

“French Offer* the offer of Linits with New Yarrants 1c the pubhe in Frangs

ol
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Dafinitions continued
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peferances in this

“international Managers®
“intarnational piseing”

'Is5ue”
“naw Watranis'

“Raitways”
srattway usage contract’

SICOVAN”
*SNCF”
*The Stock Exchange”

“Treaty”

“U¥ Issuing Hous#s’
yK Otfer”

ynt”

o — PR T e =wa .-un‘-r’-—-ﬁt___.__——"‘-"_
e e W e O - gl bl ] ;:-w;———____/.

document t0 tonnes are 10

Tha mananers of the internatignal Placing

the plaging of Units with New \Warrants 10 intermancra
markets (erctuding the UK and France)

the issue ot Ynuts pursuant 1o the UR Qtfet *he fFigngh Qe
and the international Flacing

(ha wartants being issued together with Uniis sspanoting
1ssue, @¥ch comprising the fight 10 subscnide for cne-ter”
ol ashateinEnc and one-tenth of a share n Esa

The British Raitways goard and SNCE

the agreernent dated 29th July 1987 between The Chanré
Tunnel Group Limited, France Manche S.A angdihe Ranwdst
as amended, refaung 18 the use of tne unne! by 1§
Railways, Whe provision of infrastructutt ang teidtes
maLs.

La Société Imerproiessionnelle pour 13 Compensation D&}
valeuts Mobilitres, being the organisation responsiie 127
facilitating dealings in securities listed in France.

La Socidré Naztionale des Chemins de Fer Frangais.

The nternational Srock Exchange of the United XingaoeT
and the Republic of treland umited.

the treaty between the UK 3nd France relating to 7€
Channe! Tunnel. signed on 12th Februadty, 1986 and rauhes
an 29th July. 1987.

Robert Fleming & Co. Limited, Morgan Grenfell & C2
Lirnited and . G. Warburg & Co. Ld.

the offer of Units with New Warrants 10 the putlic in 1€
UK, ontheterms and conditions containad in this gocumer*
one share with a par value of A0pin EnC and one share wit®
a nominal value of FRF10in EsA, compined as a unit

gross tonnes unless specified 1o tha contrary.




Travel privileges

@

(%)

()

(d)

indwigduals v.ho centinue 1 hold registered Limits acqured by them pursudn ne ' L
granted by §9'.c the nght, subjact ta payment of an anmual reé'smm?\“;::? a; éis‘crfeiéué?;\\ 23:
rake the fallowing number af tnps on Euratunnel shuttles at a nominal charge of £1 (rraveiling e
tha UK) or FRF 10 (traveliing from Erance) par vehicle per gne.way journey This enLUAmAnT Wil 3 53
extend 10 individual sharehnlders of $aue on the ceg:ster of mempers at the close of business on g
November, 1587 and ta certain indivicuals who acquire Units in tearet form pursuant 1o the FrersT
Offer and the Internationat Plaging, but will not apply i respect of Units acquired after the iiue

The terms and conditions af these ttavel privileges are set out in Rules adopted by tne Bodre &°
Directots of Eric on 9th November, 1987 and the foliowing is & surimary of tie Rules as they 386

in relation to Units purchasad pursuant to the UX Offer.

Eligibility

To be eligible for travet privileges, an applicant must be an individual purchasing Units in hes oY
name and solely for his cwn benefit (or the first-named of two individuals purchasing Yas joint
solely_h:f the benefit of one or both of them). Companies, partnerships, businesses, firms, trasis
associations and persons purchasing either through or 3s nominess will noy therefore he elig @

An application may be made for the benefit of & named child under 18 yzars of age in oraer 15
qualify that child for travel privileges.

If you are an eligible individual and wish to chtais travel privileges or you are applying on behaif ¢
a child of wham you are a patent, grandparer.; or guardian and you wuuid like that chuld to have tre
banafit of the travel priviteges, you should wnte YES in Box 4 of the application form

Entitiament

The entitlemant t& lravgl through the System on Eurotunnel shuttlas for a private motar €ar and 1.
oclupants {which must include the eligible ingividua!) or a private motor cycle o pedal cycle and 112
r:derfcr ridars (which must in<luge the eligible individual) at the nominal charge referred to above
is as follows.—

Number of Units Entiilement

o 100 One return shuttle journey at any time duning the period of one yea*
commencing on the opening date of the Eurotunnel System.

{m 500 One return shutile journey in the year during which the Eutotunne
System opens and in each of the following nine years

(ny 1,000 Two return shuttle journeys in the year dunng which the Eyrotunne
Systern opens and in each of the foliowing years until the end of tre
Concession peried.

vy 1,500 An unlimited number of shuttle journeys until the end of the
Concession period.

for the purposes of (i) and (IIY) above, the directors of Ep.c may specify 12.month penods other tha~
calendar years duting which the annual privitege may be exercised. It 15 axpected that these periocs
will run from 15t May to 30th April, but the actual periods will be announced nearer the date whes
the System opens. The annual qualifying dates, to which the relavant number of Units must ba heis

will also be announced,

inthe event of the UX Offer being oversubscribed, no accepted application from an sligible individua
{or on behalf of a child) bearing YES in Eox 4 of the apphcation form will be scaled own 10 below
the highest qualifying number of Uinits whick would otherwise have applied. However, ballotng ma,
be necessary and no travel privileges will accrue unless the relevant number of Units are actuan,
allotted to the applicant.

Qualification

I order 10 qualify for travel privileges, an eligible individual must acquire pursusrit 10 the 'ssue ana
(except as mentioned below in (d)) ho'd continuously until and including the ralevant qualifying date
not lass than the relevant number of Units specified in the table above.

To register for travel privileges in respect of any pericd, an eligible individual must submit 1o Eric 2
duly completed registration application form and pay the annual registration fee (together wi-=
value added tax or similar, if applicable). This will be fixed by the directors of Enc from ume to e s
but is expected 10 be the equivalent of £10 (at 1987 prices). Enc will send registration applicatic-

{orms to qualifying Unitholders hafore the System opens

Disposal of Units or privileges

If before the relevant qualifying date an aligible individual disposes of any of his Units so that b :
holding 1s reduced to below the level which entitied him 1o the privileges that he previously enjoye=
his antitiement to travel priviliges wili be reduced accordingly or (if hus holding 1s reduced to ceicw.
100 Uruts) lost altogether {whather of not he subsequently acquires Units) Whare Units are acquires
after the Issue, subsequent disposals of Units will be treated as disposals of Units qualitying 2+
wravel priviieges only to the extent that the aggregate number of Units disposed of exceeds t¢
aggregate number $0 acquired (i the "ast in, first out” principle will be operated 10 protecs, sc
far as possible, the travel privileges).
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Tavel privileges continyed]
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(9)

T O

it snould be ngted that "dispgial’ f2r these purpyses mthude - . .
; iy e ses mcuges & Convregn §f Wnits Iinm e KEnRT
10 bazrar foim in he ¢ase of jaint halders A 4A2eRL S 1t ! e
' o 45 4 iy 2aater of them wil ot 25 RMICTET
belgw) be treatsd a5 a ispgsal by bath 20591 by giener of them Wil {CeFt 3 RmH

4 srangfer Wil not result in 3 lgss of entitiement of 1118 rmade Ftner 220d fanvary 1988 ang =

() 18151Q 3 pessan wha g thea at laast 18 yrars of a3 but who was unger i ¢ "
kS ! yearsofage ©
271h Ngvember, 1387 and for whase sole benetit the Uais mufu 2l ey Bagn hem?@*

() on registration of the transtés, the transieree 15 an individua! wino he 25 the Unag for the
scle benalit of 8 person who is then under 18 yrars of age and for whose soie peneti ihe
Uruts hiave ac all times been heid, of

{1 the Units are transferred upon the death of one jpint he'det intd 1he tote name of 1ne Lhe?
for the sole banafit of such othat.

A special form of confirmation, which will e oltainabie from EMC's registrars, must be deliveres
togathier with any such tiansier,

fights 1 travel privileges are pessoral and, eacept 43 mentioned atiove, may not be ANGReS
transferred, transmitted or otherwiie disposed cf.

Adjustments

The numbet of Units which must b2 nald to cantinug to quahly for wavel priviieges will be sgjustes
appropriately {ignoring feactions) il there i3 any capitatisation issue of any consoliganion &
cub-division of the share capital of Emc. No provision will be made for adjustment n othe’
cureumstances,

Tarmination and amendment of trave, wivileges

The directors of Esc may by noticy to qualifying Unitholders termmate the travel prvileges if e,
determine that their continuance may be or become () illegal, of (B) ratenally prejudical 1o the
Unitholders as a whele, of (¢) ne 'orger of matarial banetis to aualifying Unitholders, of (d) matersdrs
prejudicial to any of the Group companies, as a result of 3 change in the present law or e
interpratation of application thereof.

such notice shall not be given unless the directors of Enc have firgt recever & report from a-
appropriate independent adviser stating that in his view tha directors’ getermnation s reasonable

The directors of Eric may from time to time amend the Ruics relating 1o the operation anc
administration of travel privileges summarised herein in such mannef as they may think fit provides

that such amendments do not in the opinion of the directors matefislly pre;udice the rights of the
persons for the time being entitled to such privitages. Copies of the Ruls from time to time in force
will be available for inspection by Unitholdsrs at the registered office of Ex¢ duning normal business

houts.

General

Travel privileges do not extend to persons travelling on through fail jeunuys ar 10 COMMErc's
vehicles or motorised cara+ans. Trovel privileges will be availeble for privaty cars twing caravans c
{railers but the normal charge will be rade for the cariage of the caravan of traler

The entitlement will be available for private use only {axcent that trovel in the course of a persor s
employment or business will be permitted provided that such t_rav:l does not 1nvolve the commercia
cartiage of passengers o goods) and must not ba usad for gain of rewald.

The right i reserved to cefuse travel privilegus 10 any person wi, in the opinion of Eurttunne!, &
abusing those privileges of interfering with the use of the System by others.

£
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issue arrangements

T

2.

3.

issue atrugture

Conditions

Commissions

()

— o T 11 p—

A 1ol of 220,000,680 Units vath New Warranig
, S 515 beng otfered under the d S el Vv
not be mncreased or degreased under tha arrangements sgferred t?: i;e.xﬁwa‘ e T (uTEEts

The issue camprises thrae separate offers.
()  the UK Offzrof 101 ,000.000 Uity with New Warrants 3t a price of 350p per U,
(1)  the French Offer of 101 ,000,000 Units with New Warrants a3 apice of FRE3S pet Unit. and

{1) the Internaticnal Placing of 18,700,000 Units with New Yatid 1
LR A g v ywaraots at & pnee of 173p RS

The prices pet Unit for the French Ofter and the intarraticnai Placing represent the ApHIoRIMAle
equivalent on 12th Newember, 1587 of the price per Unit i the UK Otfer,

Arrangemerits have baen made between Erc, £5a, the UK Isswerig Houses and certiin of the Frenc™
Issuing Houses for thennumbers_oi \Jeits with M2w Warrants comprised in tha UK Offer, the Frencn
Offer and the International Placing to te varisd, These a2rrangements provide for Eme, Esa and the
relevant issuing Housas 10 determine the Saal numbers of Units with News Yvarrants compnised
each of the three offurings on 29th Nevimber, 1957 irs the light of the apphcations and indicaniors
cf mtqtest_vecuwed These arrangemaants may lead to the number of Units with New warranis
comptised in the UK Offer baing ‘nereased or decreased, However, such number wiit not be increases
beyond the aumber for which valid applications (accompanied by payment in fully shall have bee”
received pursuant 10 the UK Offer of reduced below the number of Units with New Warrants showr
above as being includad in the UK Offer if valid applications {accompanied by payment in fully sha”
have been received in respect of those Units with New Werants.

As described balow under the heading *Applications and allocations?, in sltocaung a propuruan of
the Unuts with New Warrants compgused in the UK Ofler, preference will be gven to appPliCALILHS
fram Eurgtunnel personnel and to piority apglications from certain inatitutional investars and ther”

invesirmant clients,

The UK Offer is congitional upon the Councit of The Stack Exchanga agreaing to admit all the Units,
issued and to be issued under the Issue, and the New Warrants 10 the Official List of The Stock
gxchange and upon the Commission das Opérations ds Bourse deciding to admit all such Units ana
New Warranis te Lz Cote Officielle on the Sowrse, in pboth cases not later than 15th December, 1987

It should be noted that the issue is nat canditional upon the pOStING of a Notice under Rulz 520 by
The Stock Exchange, which posting 15 required in order to rmake the listing of the Units with New
Warrants on The Stock Exchange affective. To include such 3 condition would be impracticable for
reasons associated with the incresse of capitalin €sa under French lawe However, The Stock Exchange
has indicated that it wilt, prior to the issue becoming unconditional, confirm in wting that such a
Notice will be postad on the projected first day of dealings in Units &nd New Warrants, subjact only
to the despateh of documents of title and the publication of any supplemental lisung particulars
which may be required by The Stock Exchange.

The UK Offer is also conditional upon the UK Offer for Sale Agreement becoming unconditiona'
and upan the provisions relating to termination of the UK Offer for Ssle Agreement fiot being
implemented.

No Uinits with New Warrants will be issued unless all the Units with New Warrants comprised in the
UK Offer, the French Offer and the international placing are issued,

Selling commission
For the purposes of this patagraph;

)  “Selling Agert® means a member firm of The Stock Exchange, licensed dealer, member of the
financial intermediaries, Manzgers and Brokars Regulatory Association of exempted dealer,
but not a UK Clearing Bank.

() UK Clearing fank* means a member of Cheg.2 and Credit Clearing Company Limited or 2
retail banking subsidiary of such 2 member.

iy efinancial intermediary® m2&ns an authorised institution {within the meaning of the Bankiny
Act 1987, hut excluding 3 UK Clearing Bank), solicitor, mamber of one of the institutes
of chartered accountants, member of the Charterad Aszociation of Cerufied Agcountants,
insurance broke? tegistered pursuant 10 the Insurance Brokers (Registration) Act 1977 or a
membaer of the British insurance Brokers’ Association,

Saliing Agents are eligible to receive selling commissicns from Eptc and Esa. Financial Intermedianes
may be entitled 10 realiowances of setling commission. Only Units with New Warrants aflocated to
successful applicants will qualify for sueh seiling comenission of reallowances

The amount f selling commission payable 10 each Seliing Agent will be whicnever 1s the lower of
the two aggregate amounts calculated by applying the apnlicable rates mentioned beldw 1o
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Issua arrangemants continued

(b)

{1} thevaiue (at the UK Offer price} of each allataton of such Ynits with New Warraras tesut 3

from successful appligations subnutied t
g the rageving baok B
stamp and VAT registration umber, and ceving banks beating 3UST Seting Agers

() the value of each atiocation of such Units wil, New Waresnts resulting from successt
applicanons shawn on, the requisite claimm forms submitted by That Selbng Agent 10 Natigma

Wastrmunster Bank PLZ, New 1s5ues Qepartment, PO. Sox 79, 2 Princes Street, London EQ2?
280 on or bafore 15th lanuary 1988,

Such selling commisgizs will be payable to Selling Agents and, where applicable, mutt b realione=
by them to Financial intermediaries, on the raievant allocations al the following rates.

() cnany such aliecation with a value of up to and including £10,000, 1.75 per senk 10 178
regional co-crdinators listed at the end of this cosument and 1.25 per cent. 10 o1hers (&7
which 0.5 per cent. will be realtowable to Finias Intermediaries), an¢

(i) onany such allccation with & valut 4% mare than £19,000, 1.75 per cent. to the regiond
co-ordinators listed at the end of this document and 1.25 per cent. 10 others on the fes:
i‘.10_,000 {of which 0.3 per cent. will be sa reallowable) and 0.5 per cent. on the batance.

subject 0 2 maximum payment pe? allocation of £375 (of which 0,255 per cent. wilb be %
reallowable, subject to & maximum feallowance pes allacation of £150).

Commussions will be rounded down to the nearest 50p and will be paid toget. er with VAT on ther
as applicable, No selling commission will be payable to any Selling Agent who would otherwise B€
antitied to a payment of less than £10 in total. None of ERLL, Esa and the UK Issuing Houses shal b8
j1able for any failure by & Selling Agent to reallow selling commission 10 & financial Intermeaiary.

Cammissions must net be reallowed to any person other than a Financial Intermediary. Applications
in respact of which a financial Intermediary wishes 10 ¢laim a reallowance must bear the Financid

Intetmediary’s stamp and also the stamp of the Selling Agent by whom commissian is Jo berealiowes

The requisite claim forms completed by rinancial Intermediaries must be provided to the relevar:
5elling Agent by 315t December, 1987. Claim forms may be obtained from the tegional co-ordinators
tafsrred 10 below under the saction headed » Availabitity of prospectuses”. Where an appheatiar
form has been stamped by aUK Clearing Bank, nO selliney commission will be payable, Claims will be
subject 1o nudit By pear Marwick Mclintock. Those claiming commissions of reallowances musi
kaen adecuate records of the application forms which they distribute and submt.

There will be no right to selling commissions or reallowances in respect of apphication forms whicr
ate, or are believed to be, multiple applications.

Distribution commissior

Distribution commission (plus VAT if appliczble) will be payable by EnC ard Eea 1o UK Clearing Banks
on the value of exch allocation of Units with New \Warrants resulting from successful applications
made on application forms distributed by thern and besring their stamps and their VAT registration
numbers (if any}, at the rate of 0.375 per cent., subject to a maximum of £37.50 per aliocatiar

Distzibuzion commission will not be payable on applications which are, or are Wolieved to be, muitip @
applications. Distribution commissions will be rounded down to the nearest S0p and no suc”
commission will b2 payabie to a UK Clearing Bank which would otharwise bz entitled to 3 payme™s
of less than £10.

Rl
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Applications andéﬁ%@&mﬁéﬁs

1. Applications

2. Non-UK

applizations

3. Payment

4. Allocations

—

—

T

special apphcation furms with full detaiis on how to yse themare being s¢ 3
Spe LA n neel Sh
information Offige 1o those who reqistered their intesest by t1th Nov%:\belr,b ¥$§§ urounneiShere

Others wishing ta apply for Units with New Warrants should complete an apph

il nen form, such 3t
the form at the end of this documant, ia accordange with theanstruction o cg [ nger 1t
heading *How to apply under the UK Offar®. Wans 361 aut below undse T8

There are snecial arrangements far pecssns who whether or pat employe

g : X es of Eurotunnel, ar¢
working on @ substanuatly full-time basts for ot on benali of Eurctunne! ang have been $0 WOTKING
for at laast six months and Directors {*Eurotunnel parsonniel”)

In addition, as part of the underviiting arrangements, special prionty @ lication forms will be
issued 1o certain insututional investors and !heu% nvestment clients, Ui

Only one application on & public application form should be made for the banefit of 2oy pefser
Eurotunntl personnel who apply on & preferenmi applicstion form may also apply on a publs
apphication form. Applying for the penetit of one or more children will not pravent you from making
an application on your own behalf,

Multiple applications or suspected multiple applications ate tiable 10 be rejected. Photocomes of
application forms {other than prionty application forms} will not ba accepted In 3ny crgumstances

No person recciving 2 €op of this document and/or an application torm in any tetritory other than
the UK, the Channel Islands or the Iste of Man may treat the safse 45 CONSLtUting an :mvitation 33
him or har, nor should he o she in any event use sut application form, unless in the televant terntory
such an invitation could lawfuily be made to him or her without compliance with any unfultitlec
registration of other legal requirements. 1t is the responsibility of any person outside the UK, the
Channel 1slands and the isle of Man receiving & copy of this document and/or an applicauicr form
and wishing to make an application hereunder to satisfy himself of herself as to full observance of the
1aws of the relevant territory In connection therewith, inc\udln? theoblaining of any governmental or
other consents or the compliance with othet necessary formalities, and 1o pay any transfer of other
taxes requinin to be paid in such territory in respect of the Units with Naw Vvarrants acquired by
him or her under the UK Offer.

Ustits with Now Warrants offered pursuant 1o the UK Offer have not been, and wilt not be, registered
under the Securities Act of 1933 of the United States of America, as amended. Such Units with New
Warrants and the shares and warrants included therein {*Securities*) ma- not be otfered, sold, resold,
delivered, renounced of sransterrad, directly or indirect! in the Un: «d States or 10 OF for the
account of any United States person of 10 any person purchasing such sscurinies for re-cifer, resale,
renunciation or transfer in the United States or to or for the benefit of any United States person a5
part of the distribution of the Sacurities. “United States person” Means iny national or residant of
the United States of the estate or trust of any such person, any corporation, partnership or other
entity created of organised in of under the faws of the United States, of any political sub-division
thereof, and any United States branch of a non-United States person; "United States” means the
United States of America (including the States and the Oistrict of Columbia), 1ts territonies and
possessions and other areas subject o its jurisdiction.

Neither the shares in EnC or Esa ;whether or not in the form of Units) nor warranits 10 subscribe
such shares (whether or not in the forrn of New Warramsgehave been of are expected to be regitered
under the Securities and gxchange Law of Japan (the * curities and Exchange Law"} and none of
them may be offered or soid, directly of ingirectly. in Japan of to or for the acgount of any resident
of Japan or to others for otfering o sale, directly or indirectly, in Japan of 10 & for the account of
any resident of Japan, otherwise than in compliance with the Securities and Exchange Law and other
televant Japanese laws and regulations.

The right is raserved to present for payment all cheques of banker's drafts receivad, but this will be
avoided 56 far as practicable in respect of applications for which it 1s not expected to make an
allocation, unless they are, of are suspected to be, mulitiple applications. All cheques must be
hanoured on first presentation.

The application list will open at 10.00 a.m. {London time) on 27th November, 1987 and may be
closad at any time thereatter, The basis of allocation for non-preferential applications under the UX
Offer will be determined by the UK Issuing Houses with the consent of EsLC and Esa . The basis of
?ig%c;:ion of Units with New Warrants i§ expected 10 be annaunced on Monday. 30th November,
1f you are successful, iy whole of in part, you will be sent renouncesbis letters of zcceptance for the
Units with New Warrants allocated 10 ’ou. i there is heavy demand, yous may receive fewer Units
with New Warrants than you applied fot o, in some cases. none a1 all. It your application is not
accepted, all mongy paid tn application wilt be returned (without interest). if your application 15
accepted in part, you vaill recyive (without interast) a refund chaque in saspect of the balance ¢! the
money paid on application. .

in making aliocations under the UK Offer, preference will be given in respect of a mawmum of
2,400,000 Units with New warrants (1.1 par cent. of the fssue, and 2.4 per cent. of the UK Offer
Before any variation as mentioned above) 10 applications yeceived on preferential applicancn torms
relating to the UK Offer from Euroturinel pgtsonnel. In the event of xcess preferential applications
Eeing received from such persons, the basis of allocation wiill be determined by Evic and Esa after
consultation with the UK 1ssuing Houses.

in addition, 2 number of Units with New \Warrants (not exceading 23 per cent of the Issue or S0
per cent. of the UK Offer before any variation as mentioned above) will De allocated in full to certain
nstitutional investors which agree 10 submit the prionty application forms referred 10 above anc
rheir investment clients, as part of the underwriting arrangements for the UK Offer

(2]
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Yarms aﬁ& &:ﬁdiﬁéhs of a'ppllcat'i;n dﬁder {hé Uklaffe?

Tha coniracts creates by the accentance o apphicauons under the UK
Shgr vt e $oPQNOna VRO () the Cauncd of The Stack Exchange
agroang ngt 2rQr than 151 Dacambar, 1987 to admit 3l thee nitg ang
g hes (VaTranis Hsswes Ard 1o be \ssued under the 1ssue. 10 the
GO a w7 1 n Tne Gommusgior: des Operanons de Bourse geqiding
gt 31e* tnan Y Sin Decemngt 1987 10 aamit 3t the umits and the New
GArTAnts 5uad ana 1o tessued undering issut. 10 La Cote Officielie
o0 the Bigurse, 203 {u1) [ne provis:ons reiating 1o termination af the UK,
Gtfar for Sale Agreement, Ing Franch Underwriing Agreemant adihe
Interaationai Subscrption Agreement referred o in secuon 13 under
ine neadng *Furner infarmation” o the Prospactus {23 detined below)
not heng implemented Apphcatin moneys will be returned (without
intarestyl any of these conditians 13 notsatished and, nthe meantume,
if orasented for payment, will be rptained by the receiving banks in
separate aLsounts

Excent whare The context otherwist requires, tarms definedinthe full
prospectus refating 10 the UK Otfer dated 16th November, 1987,
COMESING MEting particulars tagarging Ee.cand £54 (the “Prospectus’).
pear the safma meaning when used In these terms and conditions of in
the apoheation form

Shares of 400 eazh in Emg, shares of FRF 10 #ath m Esa and New
Warrants 1ssuird pursuant 1o applications seceved under the UK Offer
will De registared 1n the names of succassiul applicants of Hersant n
whose [avour renqungeatie latters ot acceqtance are duly rerunced,
{ree of registration fees, provided that, in cases of renunciation, letters
of acceptance {duly complated 1n accordance with the instructions
theesin) are lodged for regustravian not jater than 3 00 p.m. {Londen
umel on 22nd January, 1088

The fight 3 resetved ta rejectin whoie of in pact oF 1S scota down any
apphcation recawed under the UK Offer wncluding, without limitation,
multiole o suspected multiple apphcations and to present for payment
any ¢ntgques of mancer's drafts received W any application 13 not
actentec in i hole b in part of 15 scated down, the applicatien maneys
o1, 23 the (ase may be, the balance of those maneys will be returned
(withaut mtarest) by pesting o the first-named applheant the cheque
or aakei saratt accompanying the applicanonotd crossed cheque n
{avoyr of the appheant of applicants

Tha nght 1§ reservee +7 st any application recervad a3 valid and
pinding 6N an appliceat & applicants even if the apphigatian forrmiis
not compiete all tispects or 18 not accompamad by 3 power of
attarney, where requited.

it you are an ndividual efigible for traval privieges, or if you are
applying on penait of a named child under 18 yeorsof age, ExC will, 1n
congideranan of your making payment for the Linits with Hew warrants
fagr whigh yout appheation is accepted, make available the entitlement
1o travel priviieges on the terms and canditions set cut if the section
antitled «Travel priviieges® in the Proseectus. if you do not complete
the DO On the aDphication fortm relating to the UK Ofter clauming travel
arvieges, you will norbeentitied to any travel privileges

By complenng and delivering an application form releting to the UK

Qtfer you

{iy offerto purchase from sny oné ot maee of the UK lssuina Houses
that number of Enc shares and that numbst of Isa ihates 0%
represents the numbaer of Units (each with one New armant)
specified n your application form (or £y senaller nushiet fof
which the spplication is accepted) artne pricz per Unit indicated
uny the applicatisn form, subject to the Prospectus. these 14IMS
and conditions and. in due couise, the mamcrandum snd articles
of asseciation of Enc and the statuts of Esa and the terms3 and
condinions of the New Vearrafits sat out in the relvant wamant
\nstrumeni/board tesolution;

(1) authonse National Westminster Bank PLC and Midiand Bank plc
(togetner, the sRacawing Ranks”) and aach of them, on behatt of
the UX lssuing Houses 10 senc a rengunceable letter of acceptance
representing the aumber of Units with New Warrants for which
your apelication 13 accopted and, where appropriste, 3 crosied
¢chegue for any money retutnatble, or the cheque ot banker’s draft
accompanying the apohcatior, by post 18 your address s Set out
i your application farm and 1o procure that your name, together
with the ~ame of names of any other joint applicant of apphicants,
5 o are placed on the registers of members of £.c and of Esain
respect af such ynits and New Vyarrants a5 compnse units %
New viarrarts ine tights to which have 1ot been duly renounced,
and i ghasd \@rms and conditions refrrences 1o nghts being duly
renaunged mean the ranauncee(sibeng registeredby @ Receving
gank in reiauon 1o such nights,

(y agree AL, 353 collateral contragt betneen yoy ard e ¥
Issing Houses eftectve uoon rede@t ty # Recewry ganx 3
yout applCALON, and 0 consigeration of the UK 15sung HOy5es
agreting not to offer for saie ary Unuts Gf New VT ans pr 5 TS

16th December, 1937 qiner than pursuant 1o ine lisye -
apphcaucn may natbe sevoked until after 151h Decernbes, 1987

(V) &gree that, inrespect of those Units and New atrants torwher
your application has been recoved and piotessed and 1 Ll
resected, accepranie of your application shatl be consuituted &1
the tiaction of tha UK Issung Houlel. witner by nonhicatop 18
The Stock Exchange of the bews of allpcation (n which case §ve”
acceptance shall b on that pasisy of by noudicatan of sut”
acceplance 10 a Receing Bank,

() authorise Nanonal Westminster Bank PLC 1o enter intQ Sut”
£vongRmEnts A3 it may thirk fit with Banque iradwiel e
1o v bank for the Erench Gifer, whether before 3t aiter e

I35t st:ail have Brcome Gnconditional, with & view 10 Ar.uf 3
st 24s recaves sufficient funds in French francs 1o perme 17¢
shates 1o b issusd by it uhces Uit UR Offer 1o be duly BIues
accardance with French 1o,

(Vi) warrant that yout remittance will be honoured or hegy
presentation,

(VIi} &gree that any tetter of avceptance and any moneys returnat-e
10 you fnay be retained pending clearance of your remittance

(Vi) it you complete the box on the apphication form reiiong 10 the

UK Offer clmming travel prviicges, warrant that you-ats ehgo &

10 do so as set out in the sechion gnnitled “Travel phivileges” inire
Prospectus,

(%) agreehat all documents In connection with the trave! povileges
may be posted 3t the risk of the person entitlad thereto 30 the
address set out in the relevant applicauon form of such othe’

address as may from tme 10 time be recorded in the registar of
mambers of Enc,

{X) agree that, without prejudice 10 any piner Aights to which you
may be entitled, you will not be aple 1o exercisd Sny remed.
of rescission for mnocent misrepresentation at any ume atter

accentance of your application;

(1) agree that alt applicatians, ascceptances of applications ars

contracts relating to the UK Offer wnil be governed by and

construed in accordance with English law and agree t0 submit 32
tha jutisdiction of the English courts,

(XIl) agreathattime shall be of the mssence of the contract constiutes
. by the acceptange of yout application,

QU werrant that, it you sign the spplicauan totm on bebalt ¢f
fomabody cise of on peheif of a corporation, you have On¢
awhotity s0 to do;

0Uv) warrant that you are nat & United States or Canadian person fas

definad in pacagraph 2 of the section entitled "Applicauions 302

allocations® of 1he Prospectus) and hat you are not applying o
behaH of such a person; 2nd

(<) confirm Uit in makirg your application you are not relyng

any information of reptesentation relating 10 turatunnel, the uh

Offer of the Issue other than the \nformation and representatio™s
contained in the Frospectus, of |1 the Mmuri Prosoectus putr shez
in connection with the UK Offer when taker togetnef with tne
Prospectus, and you accordingly agree 1hat rppersonresponst <
for the Prospectus of the mini prospectus of 97y DAt of ennar *
tham will have any hability for any 337 ouner informat on &0
representation

All documents, banker’s drafts and chenues sen" b, DCSL Dy ANy ot 12
UK 1ssuing Houses or any Recawing Bank w1 I8 senr attne fisk cfine
parion o persons gntitled thereto.

-
«Q
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How to aﬁply' under the UK Ofter

¥ rp—n

lication form (in figures) the

‘ i] putin Box 1 of the 3app I indivi i
o \ J ! 3 " yeu are an individual and wish to claim travel
E rrnbar of Units with Mew Warrants for which you 4 privileges write “YES' in Box 4 of the application

—4 are applying.

You may only apply for one of the torm,

pumbers of Units with New Warrants indicated if you do not write 'YES' in Box 4 you wili not
halow, te entitled to any travel privileges, Please read the
r section of the prospectus entitled ‘Travel privileges’
} urber of Units with New Warrants Amount payable before completing the box. If you area joint applicant
{ur which sou are applying you skould read (7] below.
, 7= Pyt in Bux 5 your full name and atdress in block
100 £350 E= | capitals.
Only one application should be made fer
200 £700 the benefit of any persen.
p . Applications may only be made by persens over
18, However, a parent, grandparent of guardian of a
300 £1,050 childy er 18 may apply for the benafit of that <hilc,
Not more than one &pp ication may be made for the
40 benefit of a particular child. To apply for the benefit
¢ £1,400 A :
of a child, you should put your own name in Box 5
; and, after your surnama, write 'a‘c' followed by the
500 £1,750 full name of the child and the child's date of birth.
\ Applying for one o mare chitdren will not prevent
i 750 £2,625 ou fr_carn making @ single application for your own
enefit.
The right is reserved to reject mukiple or
r 1,000 £3,500 suspected mu tinle applications.
Pin to Box 6 where indicated a cheque of banker's
1,250 £4,375 5 draft for the amount you have entered in Box 2.
The cheque mustbe made payabie to *Eurotunnel
1,500 £5,250 UK Offer” 2nd crossed "Not negotiable”. A
separate cheq’:ze tl:ir ?anker‘s draft must
accompany each application.
2,000 £7,000 The payment must rolata solely to this
application. No receipt will be issuad.
Above 2,000 Units with Mew Warrants, The chegue of banker's draft must be drawnin
applications must beinthe pounds sterling ¢n an account of a branch of a bank
foilowing denominatinni in the UK, the Channel 1slands or the 1sle of Man and
Applications Multiples of ;\nusé heara Ubeank sdort ccdre1 numberhjn ttlue top right
A v I rave 3 e
over 10,000 Units with New Warrants 10,000 building society, your bank or a third party, in which

case you should

print your ful name(sg and address
ta

on the back of the cheque of banker's draft,
Using the right hand column of the table above, put An application rnay be accempanied by 3
2 in Box 2 of-the application form {in figures) the chaque drawn by seineone other than the applicant(s)
amount payabie. . or by banker’s draft, but any moneys returned will be
sent by cheque crossad “Not nego:iable—-—a/c payes

Sign the app
* The zpplication form may be signed by someons
alse on your behalf if he or she i3 authorised to do so.

only” in favour of the applicant(s).

fication form in Box 3and dateft. @ Joint applicatiens

You may apply joint with up to three other

} peopls, provided 22 applicant Is aged 18 or
An agent should enclose the power of attorney Sver. They should complete and sign Box 7. The
appointing him (unless he is 3 Selling Agert, ananmal first-named of two joint holdars will, during his
Intermediary or UK Clearing Bank {as defined in the lifetime, be eligible for the travel privileges.

Prospectus) an

signe.

duly authorised official w

A corporation must s5ign

capacity must be rtated.

d should state the capacity in which he However,  mo

unter the hand of 2 Anyone

hose name and representative apolicant(s) should follow th

in{3]above.

re than two persons apgly jointly,
none of thern will q_ualify for travsl privileges.
signing on hehalf of any join!

e instructions for agent:

SO

-

You must return your completed

application form, togather witha chegua 6r panker's draft for payment,

s to arrive hy 10.00 a.m. on Friday, 27%h November, 1987 {or by #,30 pam,

1937 if the formis taken by hand to on¢ of the additional racelving contres listed at tha and of this
documnent). See the instructions atthe and of this documant.

on Thursday, 2 5th Nocvamber,

L

photocopies of this application form will not be accepted in an

y circumstances.
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Bafore complating this form, you shouldread carefylly thenoies SRpOsite.

Te: fichert Faming & Ca. Limited, MarganGrenfell & Co. Umited, 5. 6. Warkyrg & €. 18

Eyratunne! P L.C. and Euratunne’ 3.4,

1/e ctfer o purchase

Unitg with New \Warants

e

7

L& TR U
oy

cn and subjact to the tarms &4 condiians S610ut
E?E‘i relating o the Uk Qifer, )
Praspectyq ), ata price of 3500 perUnit {witnoneN

and 1/wae attach achegue or bankar's

graft far the amount payatle of

camprising listing

in the full prospectys dated 16th Navember,
particulars rearding Zng and 554 {the
ew Wairant attached)

AT

1 ATIRDACLE ITRTE

£

HEMAY 4 oll]

Slgnatuce

Date

1987

if you wish ta receive travel privileges a
privilagas or are applying on behalfof 2
o n¢g5¢ in the box, you will no

Datails arc set out in the sectionintha Prospe

nat weite

Pioase use Block capitals

nd are an individual eligiblz for travel
child, werite 'YES' in the box. if you do
t be entitled to any travel privileges,
ctus entitled *Travel privileges®.

Sale or First Joint Applicant

M, Mrs,, Mizs, Ma
artitle

rovgas

maie)Indull

Surpame

Addeass

postsode

3 ampuntraceived

£

2
3
4
5

& Amount payakie

£

4 drauentretwred

£

§ CREguA M er

] —

Pin hece a cheque or bianker's draft
»Eurctunnel UK Offer” and crossed

for the amount in Box 2, payable to
*Not negotiabla”,

R

@ 1

JOINT APPLICANTS, Insertelow the names of the athet joint apglic

Travel privilagueswi

ants in BLOCK CAPITALS wha must $ign irsthe right hand calumn,
| rot lie available if these are mare thantwo applicants

/W2 ioin i this application and give the detlaratizns set out 2bova.

)

:g:; .r Yi:l..e Miss, Forenama(s) in full Sumame Signature

2nd joint .
applicznt
Irctjoint
-amplicant
dtiajaint
apolicant n

EOR OFFICIAL USE ONLY

Those claiming cammissien {or reaflowsiicd af commission) shavd stsrophiafobones applicatie 10 them.
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Siaenr o perion Slihng Tramp Of OtS wigrrechary di T Erk o BT AXS SO SLame) o GIVEY il frmidary clivm

Aty A VAT G A

AP
restowaree of comreiuon ind VAT reg. A,

of st easstpeed fat VAT, tut *nare")

rEnot registered fer VAT, put "nane’)

L e zog AT g, NG
] o

iy
resllawance ol commistan Lg VAT 123 0o

(il vot resgstered lor VAT, put oM"Y

(il not registeced Tor VAT put*ntine’;

BzitmtRRNY

umts accepted

ALCEDLACE NG,

yrars acceaned

Lo pyashe cilEL R

ey cakulted






