PartyGAMiNG

2 March 2007

Dear Shareholder

Extraordinary General Meeting

Following a consultation with some of the Group’s largest institutional shareholders, the directors have
convened an Extraordinary General Meeting to take place on 21 March 2007 to formally seek
shareholders’ approval for two new long-term incentive plans for executives and employees — the
Performance Share Plan and the All-Employee Option Plan. Shareholders are also being asked to
approve the purchase of property from the Company by each of Mitch Garber and Martin Weigold, the
Company’s two executive directors.

This circular explains the background to the proposals, a recommendation from the directors and the
action you need to take.

Performance Share Plan and All-Employee Option Plan
Review of long-term incentive strategy

The Company operates in a highly competitive and dynamic international market and needs to recruit
and retain high calibre individuals who can continue to drive the future growth and performance of what
is a highly entrepreneurial business. To support this objective, the Remuneration Committee has, over
the last six months and with advice from independent remuneration consultants, undertaken a detailed
review of the Group’s long-term incentive arrangements. During the course of this review, the Company
chose to suspend its US-facing business in order to comply with new legislation — the Unlawful Internet
Gambling Enforcement Act (“UIGEA”) — enacted in the US on 13 October 2006. As a result, the
Group’s business was severely impacted and there was a consequent 60 per cent. fall in the Company’s
share price. This development has made it even more important for the Company to put in place a
comprehensive long-term incentive platform for executives and employees.

Current arrangements

Prior to flotation in June 2005, the Company established the Share Option Plan under which nil-cost
options were granted to executive directors and employees. The underlying shares to satisfy these options
were effectively gifted by the founder shareholders to the Company’s employee trust and so the options
have no dilutive effect on public shareholders. Options granted under the Share Option Plan normally
vest annually over a period of up to 5 years. Since flotation, the Share Option Plan has been used for
one-off grants for new hires and, particularly since the passing of the UIGEA, for retaining key staff.

At the same time, the Company also established the Executive Share Option Plan which provides for
the grant of market value options to executive directors and employees. No options have yet been
granted under this plan.

Proposed new arrangements
As a result of the Remuneration Committee’s review, the following is being proposed:

(i)  Executive Share Option Plan — awards intended to be made to executive directors

It is intended that this existing plan will be used to grant market value options to the executive directors
and its purpose is to encourage participants to focus on the Company’s long-term internal performance.
It is planned that options shall be granted up to a maximum of 200 per cent. of salary with vesting
subject to an earnings per share (“EPS”) growth target over a 3 year period. Options will be fully
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exercisable if the growth in Clean EPS' equals or exceeds 15 per cent. per annum. There will be no re-
testing. The Company believes it is appropriate to use an absolute EPS measure rather than, for
example, a relative measure based on a UK inflation index as the Company generates only a small
proportion of its revenues in the UK. The Remuneration Committee will review the performance
condition prior to each grant to ensure that it remains appropriately challenging.

(ii)  Performance Share Plan — awards proposed to be made to executive directors and senior
managers

The purpose of this new proposed plan is to encourage participants to focus on the long-term external
performance of the Company. Awards will normally be granted up to 40 per cent. of salary to senior
managers and up to 200 per cent. of salary to the executive directors, with vesting subject to an
appropriate performance condition measured over a 3 year period. There will be no re-testing. In
exceptional circumstances the Remuneration Committee will be able to make share awards of up to
300 per cent. of salary. It is proposed that initial awards will vest subject to the achievement of a total
shareholder return (“TSR”) performance target over a 3 year period compared to the median TSR of a
sector comparator group. The threshold for vesting, at which 25 per cent. will vest, will be TSR
equalling the median of the comparator group, rising on a straight-line basis to 100 per cent. vesting if
TSR exceeds the median by 10 per cent. per annum calculated over a 3 year period. It is estimated that
outperformance of the median by 10 per cent. per annum is broadly equivalent to upper quartile
performance over 3 years. However, initial awards can only vest if, in addition to satisfaction of the TSR
performance target, the Remuneration Committee is satisfied that actual TSR performance over the
3-year period is a genuine reflection of the Company’s performance.

(iii) All-Employee Option Plan — awards proposed to be made to employees other than executive
directors

The purpose of this new proposed market value option plan is to align the interests of the Company’s
employees with shareholders. Under the new plan, market value options will be granted on an annual
basis to all employees, bar the executive directors who are not eligible to participate in the plan. Grants
will normally be between 40 per cent. and 170 per cent. of salary and will vest in equal tranches after
2.5 and 3 years subject to continued employment (other than the initial grants which will vest in equal
tranches every 6 months over 3 years). In exceptional circumstances the Remuneration Committee will
be able to grant options up to 300 per cent. of salary. The Company considers it essential to grant
options on this basis in order to attract talent from around the world and to help ensure continued
retention of the Group’s existing talent.

The principal features of the All-Employee Option Plan and Performance Share Plan are summarised in
the Appendix to the Notice of Extraordinary General Meeting.

The Company is proposing to make the initial grants under the All-Employee Option Plan, Performance
Share Plan and Executive Share Option Plan as soon as practicable following the Extraordinary General
Meeting on 21 March 2007.

(iv)  Share Option Plan — awards only to be made in exceptional circumstances

It is intended that future awards under this existing plan will only be made in exceptional circumstances
such as the recruitment or retention of key individuals. The Remuneration Committee does not intend
to grant further awards under this plan to the current executive directors.

Property purchases by directors

Mitch Garber and Martin Weigold, the Company’s two executive directors, each currently reside in
properties located in Gibraltar that are owned by the Company. The Company has agreed in principle
with each of these executive directors for them (or their spouse) to purchase the property in which they
reside. The consideration to be paid to the Company by Mitch Garber and Martin Weigold is £1,256,000
and £1,196,000, respectively. These amounts have been agreed by the Board and the executive directors

" Clean EPS is defined as EPS in respect of continuing operations before non-recurring costs associated with the settlement of legal
claims by certain skins and the suspension of the US-facing business as well as non-cash charges relating to share options.



following the review of three valuation reports on each property prepared by independent chartered
surveyors. The consideration to be paid for each property represents the average of the three valuations
for that property.

Currently, the Company provides Mr Garber with the property in which he resides in accordance with
the terms of his service agreement, which entitles him to an allowance for the provision of furnished
accommodation in Gibraltar having a rental cost per annum of approximately US$150,000 (plus service
and utility costs). Mr Weigold is renting the property in which he resides from the Company at a
fair-market rent. Mr Garber and Mr Weigold have both decided that they wish to purchase the properties
because they intend to remain resident in these properties over the longer term, irrespective of their
employment with the Company.

Under Article 139 of the Company’s Articles of Association, such purchases have to be first approved
by a resolution of shareholders and, therefore, resolutions 3 and 4 set out in the Notice of Extraordinary
General Meeting are being proposed.

Recommendation and action to be taken

The directors are unanimous in their view that the proposed long-term incentive plans are in the best
interests of the Company and shareholders. Accordingly, the directors recommend that shareholders
vote in favour of resolutions 1 and 2 set out in the Notice of Extraordinary General Meeting enclosed
with this letter. The directors intend to vote in favour of such resolutions in respect of their own
beneficial holdings of ordinary shares, which amount to 5,602,926 ordinary shares (0.14 per cent. of the
issued ordinary share capital).

The directors (excluding Mitch Garber and Martin Weigold) are unanimous in their view that the
proposed property purchases by Mitch Garber and Martin Weigold are in the best interests of the
Company and shareholders. Accordingly, such directors recommend that shareholders vote in favour of
resolutions 3 and 4 set out in the Notice of Extraordinary General Meeting enclosed with this letter.
Such directors intend to vote in favour of such resolutions in respect of their own beneficial holdings of
ordinary shares, which amount to 835,155 ordinary shares (0.02 per cent. of the issued ordinary share
capital). Mitch Garber and Martin Weigold will not vote on resolutions 3 and 4, respectively.

A Form of Proxy for use by shareholders at the meeting is enclosed. Please complete and return it to
the Proxy Processing Centre as soon as possible. It must be received on or before 4.00 p.m. (3.00 p.m.
Greenwich Mean Time) on 19 March 2007 (not later than 48 hours before the time of the meeting).
Even if you complete and return the Form of Proxy, you can still, if you wish to, attend and vote at the
meeting in person. Depositary interest holders have been sent a Form of Direction and should refer to
the information on pages 5 and 6 of this circular which sets out how they can exercise their votes and/or
attend the meeting.

Yours faithfully,

Michael Jackson
Chairman



Notice of Extraordinary General Meeting

Notice is hereby given that an Extraordinary General Meeting (“EGM”) of PartyGaming Plc (the
“Company”) will be held on Wednesday 21 March 2007 at 4.00 p.m. at The Caleta Hotel, Catalan Bay,
Gibraltar to consider and, if thought fit, pass the following Resolutions (each of which will be proposed
as an Ordinary Resolution and will be decided on a poll):

THAT:

1 PartyGaming Performance Share Plan

1.1  The Rules of the PartyGaming Performance Share Plan (the “Plan”), which are summarised in
the Appendix to this Notice and a draft of which is produced to the Meeting and initialled for
identification by the Chairman, be approved and the Directors be authorised to make such
modifications to the Plan as they may consider appropriate to take account of the requirements of
the UK Financial Services Authority, to comply with best practice or to obtain the approval of HM
Revenue & Customs and to adopt the Plan (as so modified) and to do all things appropriate to
operate the Plan; and

1.2 The Directors be authorised to establish further plans for the benefit of employees overseas
subject to such modifications as may be necessary or desirable to take account of overseas
securities laws, exchange control and tax legislation provided that any Ordinary Shares in the
Company made available under such further plans are treated as counting against any limits on
overall participation in the Plan.

2 PartyGaming All-Employee Option Plan

2.1  The Rules of the PartyGaming All-Employee Option Plan (the “Plan”), which are summarised in
the Appendix to this Notice and a draft of which is produced to the Meeting and initialled for
identification by the Chairman, be approved and the Directors be authorised to make such
modifications to the Plan as they may consider appropriate to take account of the requirements of
the UK Financial Services Authority, to comply with best practice or to obtain the approval of HM
Revenue & Customs and to adopt the Plan (as so modified) and to do all things appropriate to
operate the Plan; and

2.2 The Directors be authorised to establish further plans for the benefit of employees overseas
subject to such modifications as may be necessary or desirable to take account of overseas
securities laws, exchange control and tax legislation provided that any Ordinary Shares in the
Company made available under such further plans are treated as counting against any limits on
overall participation in the Plan.

3 Property purchase by Mitch Garber

The purchase by Mitch Garber of property from the Company, as described in the circular
accompanying this Notice, be approved.

4 Property purchase by Martin Weigold
The purchase by Martin Weigold of property from the Company, as described in the circular
accompanying this Notice, be approved.

By order of the Board of Directors

David Abdoo
General Counsel and Company Secretary

2 March 2007
PartyGaming Plc
711, Europort
Gibraltar



Notes:

1

General

The Notice of EGM is an important document. If there is anything you do not understand, then you
should consult with the appropriate professional adviser. If you have any questions regarding how to
attend and/or vote at the EGM, then please contact the Registrar.

If you have recently sold all of your PartyGaming Shares and/or Depositary Interests, then please send
this document and the enclosed forms to the person who sold the Shares/Depositary Interests for you.
They can then send them to the new owner of the Shares/Depositary Interests.

References to times in the Notice are to the time in Gibraltar which is one hour ahead of Greenwich
Mean Time (“GMT?”).

2
2.1

2.2

32

Right of attendance
Shareholders

To have the right to come and vote at the EGM, you must be a Shareholder of the Company
holding Shares entered on the Company’s register of members by 4.00 p.m. (3.00 p.m. GMT) on
19 March 2007.

Depositary Interest Holders

To have the right to come and vote at the EGM, you must be entered on the Company’s register
of Depositary Interests by 4.00 p.m. (3.00 p.m. GMT) on 18 March 2007 and bring to the EGM
a valid letter of corporate representation validly executed on behalf of the Depositary. A letter of
corporate representation can be obtained from the Depositary.

Voting
Shareholders

Shareholders may attend the EGM in person and vote on a show of hands or on a poll. A
Shareholder entitled to attend and vote at the EGM may also appoint a proxy to attend and, on a
poll, vote in his/her place. A proxy need not be a Shareholder of the Company. A proxy may
demand or join in demanding a poll but has no right to speak at the meeting, except with the
permission of the Chairman.

A Proxy Form may be submitted in hard copy form by post or courier or electronically. Hard copy
proxy forms must be completed by or on behalf of the Shareholder. If the Shareholder is a
corporation then the Proxy Form must be executed by a duly authorised person or under its common
seal or in a manner authorised by its constitution. A Proxy Form is enclosed with the circular
convening the EGM. To be valid completed Proxy Forms must be returned to The Proxy
Processing Centre, Telford Road, Bicester OX26 4L.D or you may deliver such forms by hand
to Capita Registrars, The Registry, 34 Beckenham Road, Beckenham, Kent BR3 4TU (during
business hours) to be received no later than 4.00 p.m. (3.00 p.m. GMT) on 19 March 2007.

Shareholders wishing to submit proxy forms electronically should visit the www.partygaming-
shares.com website and select the EGM tab on the left hand side of the page. To be valid
electronic proxy instructions must be received by the Registrar no later than 4.00 p.m.
(3.00 p.m. GMT) on 19 March 2007.

Depositary Interest Holders

Depositary Interest Holders may attend in person and vote on a show of hands or on a poll if the
Depositary has appointed them a corporate representative (see section 2.2 above). Depositary
Interest Holders not wishing to attend the EGM but wishing to vote in respect of the resolutions
to be considered at the EGM can do so by instructing the Depositary. This may be done in one of
two ways:

3.2.1 Depositary Interest Holders who are CREST members may give such an instruction
utilising the CREST electronic voting service in accordance with the procedures described
in the CREST Manual. CREST personal Depositary Holders or other CREST sponsored
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members, and those CREST members who have appointed a voting service provider,
should refer to their CREST sponsor or voting service provider, who will be able to take
the appropriate action on their behalf.

In order for an instruction made by CREST to be valid, the appropriate CREST message (‘a
CREST proxy instruction’) must be properly authenticated in accordance with CRESTCo’s
requirements and must contain information required for such instructions, as described in the
CREST Manual. The message, in order to be valid, must be transmitted so as to be
received by the Depositary’s agent, [ID RA10] by 4.00 p.m. (3.00 p.m. GMT) on 18
March 2007. The time of receipt will be taken to be the time (as determined by the timestamp
applied to the message by the CREST applications host) from which the Depositary’s agent
is able to retrieve the message by enquiry to CREST in the manner prescribed by CREST. The
Depositary may treat as invalid a CREST voting instruction in the circumstances set out in
Regulation 35(5) (a) of the Uncertificated Securities Regulations 2001.

CREST members and, where applicable, their CREST sponsors or voting service providers
should note that CRESTCo does not make available special procedures in CREST for any
particular messages. Normal system timings and limitations will therefore apply in relation to
the input of CREST proxy instructions. It is the responsibility of the CREST member
concerned to take (or to procure that his CREST sponsor or voting service provider takes) such
action as shall be necessary to ensure that a message is transmitted by means of the CREST
system by any particular time. Please refer to the CREST Manual for further guidance.

3.2.2 Depositary Interest Holders who cannot give voting instructions via CREST should
complete the enclosed Form of Direction and submit it to the Depositary at the Proxy
Processing Centre, Telford Road, Bicester OX26 4LD or you may deliver such form by
hand to Capita Registrars, The Registry, 34 Beckenham Road, Beckenham, Kent
BR3 4TU (during business hours). If the Depositary Interest Holder is a corporation then
the Form of Direction must be executed by a duly authorised person or under its common
seal or in a manner authorised by its constitution. To be valid Forms of Direction must be
received by the Depositary no later than 4.00 p.m. (3.00 p.m. GMT) on 18 March 2007.

4 PartyGaming employees

PartyGaming employees who have exercised their PartyGaming options and have retained all/some of
the resultant Shares, hold these Shares through the PartyGaming Nominee Account Service, Capita IRG
Trustee (Nominees) Limited. Employees who wish to attend the EGM, speak and vote at the EGM
should request Capita IRG Trustee (Nominees) Limited to appoint them as a corporate representative.
This is done by completing the Nominee Account Instruction form enclosed with their EGM circular.
Whether an eligible employee wishes to attend the EGM or not, they are recommended to complete the
Nominee Account Instruction form and send it to the Proxy Processing Centre, Telford Road,
Bicester OX26 4LD or you may deliver such by hand to Capita Registrars, The Registry,
34 Beckenham Road, Beckenham, Kent BR3 4TU (during business hours), to be received no later
than 4.00 p.m. (3.00 p.m. GMT) on 18 March 2007.

5 Consent

BFA Valuers of 1st Floor, Hadfield House, Library Street, Gibraltar, Nicholas Gale Chartered Surveyor
Services of Watergate House, 2/6 Casemates, Gibraltar and Mr. Kevin De Los Santos BSc, MRICS of 50/5
Engineer Lane, Gibraltar have given, and have not withdrawn, their written consents to the issue of this
circular with the inclusion of the reference to their names in the form and context in which they are included.

6 Documents for inspection

Copies of the following documents are available for inspection during normal business hours from
the date of this circular until the conclusion of the EGM, at the Company’s registered office at 711
Europort, Gibraltar. These documents will also be available for inspection at The Caleta Hotel, Catalan
Bay, Gibraltar on the day of the EGM from 3.30 p.m. (2.30 p.m. GMT) until the conclusion of the EGM:

° Proposed Rules of the PartyGaming Performance Share Plan and PartyGaming All-Employee
Option Plan;



° Rules of the PartyGaming Plc Executive Share Option Plan;

° Valuation reports from BFA Valuers dated 21 February 2007 relating to the valuation of the
properties proposed to be purchased by Mitch Garber and Martin Weigold;

° Valuation reports from Nicholas Gale Chartered Surveyor Services dated 16 February 2007
relating to the valuation of the properties proposed to be purchased by Mitch Garber and
Martin Weigold;

° Valuation reports from Mr. Kevin De Los Santos BSC, MRICS dated 11 February 2007 relating
to the valuation of the properties proposed to be purchased by Mitch Garber and Martin Weigold;

° Memorandum and Articles of Association;
° Executive Directors’ service agreements; and
° Non-Executive Directors’ letters of appointment.

The proposed Rules of the PartyGaming Performance Share Plan and PartyGaming All-Employee
Option Plan are also available for inspection during normal business hours from the date of this circular
until the conclusion of the EGM, at the offices of Linklaters, One Silk Street, London, EC2Y 8HQ,
United Kingdom.



Appendix

Performance Share Plan and All-Employee Option Plan

This appendix summarises the principal terms of the PartyGaming Performance Share Plan and the
PartyGaming All-Employee Option Plan.

1.2

1.3

1.4

1.5

2.2

Common provisions
Operation of the Plans

Awards and options may be granted by the Company or the Trustee of the PartyGaming Plc
Shares Trust (the “Trust”).

The Remuneration Committee will be responsible for determining (or, where the Trustee is the
grantor, recommending) the basis on which executive directors participate in the Plans.

Dilution limits

In any 10 year period, not more than 10 per cent. of the issued ordinary share capital of the
Company may be issued or committed to be issued under the Performance Share Plan, the
All-Employee Option Plan and all other employee share plans operated by the Company.

In addition, in any 10 year period, not more than 5 per cent. of the issued ordinary share capital
of the Company may be issued or committed to be issued under the Performance Share Plan and
all other discretionary share plans adopted by the Company. The All-Employee Option Plan is not
subject to the 5 per cent. in 10 years limit as it will be operated on an all-employee basis.

Timing of operation
The Plans will, normally, only be operated within six weeks of the announcement of results. They
will not be operated after the tenth anniversary of their approval by shareholders.

Amendments

The rules of the Plans may be amended by the directors. Prior shareholder approval is required to
amend certain provisions to the advantage of participants. These provisions relate to: eligibility;
individual and plan limits; the basis for determining entitlements to shares; rights attaching to
shares; rights in the event of a variation in share capital; and the amendment powers. However,
shareholder approval is not required to make minor amendments to facilitate the administration
of the Plans, which relate to any change in legislation or which will obtain or maintain favourable
tax, exchange control or regulatory treatment for any group company or any participant.

Other provisions
Awards and options under the Plans are not pensionable.

Participants will not have dividend or voting rights in respect of ordinary shares under award or
option, until such shares have been issued or transferred to them. Any shares issued under the
Plans will rank equally in all respects with shares of the same class in issue on the date of
allotment, except in respect of rights by reference to a prior record date.

In the event of a variation in share capital, a demerger and/or special dividend, the directors or the
Trustee may adjust awards and options as they consider appropriate.

Performance Share Plan
Outline

Under the Performance Share Plan, shares will be awarded subject to the satisfaction of a
performance condition and continued employment.

Eligibility

Awards may be granted to executive directors and employees of the Company and its subsidiaries.
It is currently intended that awards will only be made to executive directors and
senior management.
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2.5

2.6

3.2

Grant and vesting of awards

The market value of shares awarded to a participant in respect of any year will normally be up to
a maximum of 40 per cent. of salary to senior managers and up to 200 per cent. of salary to the
executive directors, as at the time of award. In exceptional circumstances, the plan rules allow
awards up to an absolute maximum of 300 per cent. of salary.

The vesting of awards will be subject to an appropriate performance condition determined by the
Remuneration Committee or the Trustee at the time of grant. The performance condition will
normally be measured over a 3 year period. There will be no re-testing. The Remuneration
Committee or the Trustee can amend the performance condition if anything happens which makes
them think it would be reasonable to do so.

It is proposed that initial awards will vest subject to TSR performance over a 3 year period
compared to the median TSR of a sector comparator group (comprising Ladbrokes, William Hill,
Sportingbet, Bwin, 888 Holdings, Paddy Power, Stanley Leisure, Unibet and Cryptologic). The
threshold for vesting, at which 25 per cent. will vest, will be TSR equalling the median, rising on
a straight-line basis to 100 per cent. vesting if TSR exceeds the median by 10 per cent. per annum
calculated over a 3 year period. It is estimated that outperformance of the median by 10 per cent.
per annum is broadly equivalent to upper quartile performance over 3 years. However, initial
awards can only vest if, in addition to satisfaction of the TSR performance target, the
Remuneration Committee is satisfied that actual TSR performance over the 3-year period is a
genuine reflection of the Company’s performance.

Leaving employment

Unvested awards will normally lapse if the participant leaves employment. However, if
employment ends because of ill-health, injury or disability, sale of the employing company or
business, redundancy or for any other reason specifically allowed by the Remuneration
Committee or the Trustee, an award will, unless the Remuneration Committee or the Trustee
decide otherwise, continue and will vest subject to satisfaction of the performance condition over
the performance period. The number of shares vesting will be reduced on a pro rata basis to take
account of early termination. If a participant dies, his awards will vest immediately and will only
be pro rated for time, unless the Remuneration Committee or the Trustee decide otherwise.

Change of control, merger or other reorganisation

If there is a takeover or scheme of arrangement, awards will vest immediately to the extent the
performance condition has been satisfied. The number of shares vesting will be reduced on a
pro rata basis to take account of early vesting.

Alternatively, participants may be allowed or required to exchange their awards for similar awards
over shares in the acquiring company.

Funding

The vesting of awards can be satisfied by the issue of new shares or the transfer of existing shares.
It is currently intended that awards will be satisfied by the transfer of existing shares from
the Trust.

All-Employee Option Plan
Outline
Under the All-Employee Option Plan, options will be granted at market value.

UK approved options can be granted under the rules, as summarised below, subject to such
modifications as are necessary to comply with the relevant UK tax legislation.

Eligibility
Options may be granted to employees of the Company and its subsidiaries but excluding executive

directors of the Company. It is currently intended that options will be granted to all employees bar
the Company’s executive directors.
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3.5

3.6

Grant and vesting of options

The market value of shares over which options may be granted to a participant in respect of any
year will normally be up to maximum of 170 per cent. of salary, as at the time of grant. In
exceptional circumstances, the plan rules allow option grants up to an absolute maximum of
300 per cent. of salary.

The basis on which options will become exercisable will be determined by the Remuneration
Committee or the Trustee at the time of grant. It is proposed that, other than for grants to a limited
number of recent hires, initial grants will become exercisable in equal tranches every six months
over a 3 year period. It is currently intended that subsequent grants will become exercisable in
equal tranches after 2.5 years and 3 years.

It is not currently intended to grant options subject to performance conditions.

Leaving employment

If a participant leaves employment, vested options will be exercisable for a limited period and
unvested options will lapse. However, if employment ends because of ill-health, injury or
disability, death, sale of the employing company or business, redundancy or for any other reason
specifically allowed by the Remuneration Committee or the Trustee, an option will, unless the
Remuneration Committee or the Trustee decide otherwise, be exercisable for a limited period. The
number of shares in respect of which the option can be exercised will be reduced on a pro rata
basis to take account of early termination.

Change of control, merger or other reorganisation

If there is a takeover or scheme of arrangement, options will become exercisable immediately for
a limited period. The number of shares in respect of which the option can be exercised will be
reduced on a pro rata basis to reflect the period from the date of grant to the first anniversary of
the relevant event as a proportion of the full vesting period.

Alternatively, participants may be allowed or required to exchange their options for similar
options over shares in the acquiring company. If an option is exchanged and the participant leaves
employment for any reason during the next 12 months, his option will be exercisable for a limited
period. The number of shares in respect of which the option can be exercised will be pro rated on
the basis described in the preceding paragraph.

Funding

The exercise of options can be satisfied by the issue of new shares or the transfer of existing
shares. It is currently intended that options will be satisfied by the issue of new shares.

10



Millnet Financial (7592-01)








