
THIS DEED is made on                                   2000 by POPTEL LIMITED a company registered in England and Wales under number 3867789 whose registered office is at Rutherford House, Pencroft Way, Manchester Science Park, Manchester, Lancashire M15 6GG (“the Company”).

WHEREAS:

By a resolution of the board of directors of the Company (being duly empowered by the Company's Memorandum and Articles of Association) passed on              2000 the Company has created £500,000 Convertible Loan Stock 2000 to be constituted in the manner appearing in this Deed and to be issued in accordance with the terms of a subscription agreement of even date between Soft Solution Limited (1), the Company (2)  Poptel Worldwide Limited (3) Sum International Holdings Limited (4) and the Trustees of the SLS Employee Benefit Trust (5)  (“the Agreement”).

THIS DEED WITNESSES as follows:
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seq level7 \h \r0 In this Deed and its recitals and schedule, save where otherwise expressly provided or unless the context provides otherwise the following terms shall have the following meanings:

“Business Day”
means a day when the clearing banks are open for normal business in the City of London (other than a Saturday or Sunday);

“Conversion Date”
means the date of receipt by the Company of the Conversion Notice;

“Conversion Notice”
means a notice in writing exercising the option to convert under Clause 5 of this Deed in the form set out in Schedule 2 to this Deed;

“D Share”
means one D Share of £0.01 in the share capital of the Company;

“this Deed”
means this deed and its schedules (as from time to time modified in accordance with its provisions);

“Directors”
means the directors of the Company from time to time;

“Group”
means in relation to the Stockholder, any holding company of the Stockholder and any subsidiaries of the Stockholder or its holding company;

“Maturity Date”
means 31 December 2000 or such late date as shall be agreed between the Company and the Stockholders;

“Register”
means the register of Stock to be kept in accordance with clause 7 of this Deed;

“Stockholders”
means the person or persons for the time being entered in the Register as holders of the Stock;

“Stock”
means the Convertible Loan Stock 2000 of the Company constituted by this Deed such part of it as is for the time being outstanding;

“the Subscribed Stock”
means the total amount of the Stock subscribed from time to time.

1.2. In this Deed and its recitals and schedule, save where otherwise expressly provided or unless the context provides otherwise 
1.2.1. words and expressions defined in part XXVI of the Companies Act 1985 shall have the meanings ascribed to them in that Act;
1.2.2. any reference to the provisions of any statute shall be deemed to refer to the same as in force at the date at which they fall to be interpreted (whether before or after the date of this Deed) and shall include any statute amended, re-enacted or consolidated (with or without modification) by those provisions;

1.2.3. words importing one gender shall be treated as importing any gender, words importing individuals shall be treated as importing bodies corporate, corporations, unincorporated associations and partnerships and vice versa, words importing the singular shall be treated as importing the plural and vice versa and words importing whole shall be treated as including a reference to any part;

1.2.4. clause and schedule headings are inserted for ease of reference only and shall not affect construction;

1.2.5. references to recitals, clauses and the schedule are to the recitals and clauses of and the schedule to this Deed; and

1.2.6. any reference to “redemption” includes purchase and repayment and the words “redeem” or “redeemed” shall be construed accordingly.

2. seq level1 \h \r0 THE STOCK

2.1. The principal amount of the Stock shall not exceed £500,000 (“the Principal Amount”) 
2.2. The Stock may be issued in amounts or multiples of £50,000 nominal amount or in such other amounts as the Company and Stockholders may agree in accordance with the provisions of this Deed.seq level1 \h \r0 
3. CERTIFICATES

3.1. Every Stockholder from time to time shall be entitled without charge to a duly executed certificate for each tranche of the Subscribed Stock registered in its name (a “Certificate”) stating the number and amount of Stock held by him.

3.2. The Certificates for the Stock shall be in the form set out in schedule 1 to this Deed and shall have attached to them conditions in the form set out in that schedule (“the Conditions”).  Every Certificate shall be executed as a deed by a Director and the secretary or by two Directors. The Company shall comply with the terms of the Certificates and shall perform and observe the Conditions and the Stock shall be held subject to and with the benefit of the Conditions which shall be deemed to be incorporated in this Deed and shall be binding on the Company and the Stockholders and all persons claiming through or under them respectively.

3.3. If any Certificate is defaced, worn out, lost or destroyed, the Company shall issue a new Certificate on payment of such fee not exceeding £1 and on such terms (if any) as the Directors may require as to indemnity and evidence of defacement, wearing out, loss or destruction.  In the case of defacement or wearing out, the defaced or worn out Certificate shall be surrendered and cancelled before the new Certificate is issued.  In the case of loss or destruction, the person availing himself of the provisions of this clause shall also pay to the Company (if demanded) all reasonable expenses incidental to the investigation of evidence of loss or destruction and the preparation of any form of indemnity.  There shall be entered in the Register particulars of the issue of any new Certificate and any indemnity.

4. seq level1 \h \r0 COVENANT

4.1. The Company covenants to repay to the Stockholders the principal amount of the Subscribed Stock at par on the Maturity Date or such earlier date as the Company desires or in accordance with Clause 6 of this Deed.  If the Company is unable to repay to the Stockholders the principal amount of the Subscribed Stock at par on the Maturity Date and the Company and the Stockholder shall not have agreed a revised Maturity Date then on the Maturity Date the Stock will automatically convert and thereupon the provisions of Clause 5 of this Deed shall apply and a Conversion Notice shall have been deemed to have been properly given in accordance with Clause 5.1 of this Deed.

4.2. If  the Stock is due to be repaid every Stockholder shall not later than the due date for such payment deliver up his Certificate or Certificates to the Company or as it shall direct or an indemnity for lost Certificates (as the case may be).

5. OPTION TO CONVERT
5.1. The Stockholders may at any time convert all of the Stock held by them into one D Share which, in the event that the amount of Subscribed Stock to be converted is not less than £500,000, shall represent 24 per cent. of the issued share capital of the Company.  In the event that the amount of Subscribed Stock to be converted is less than £500,000 the one D Share shall represent such percentage of the total issued share capital of the Company as is proportionate to the amount of Subscribed Stock to be converted.  Where such conversion shall result in a fraction then such fraction shall be rounded up to two decimal points. The Stockholders shall exercise their option to convert (contained in this Clause 5) by completing and sending to the Company the Conversion Notice.  The Stockholders’ option to convert will be effective only on receipt of their Conversion Notice by the Company.  A Conversion Notice may not be withdrawn without the consent in writing of the Directors.

5.2. To be effective a Conversion Notice must be delivered to the registered office of the Company together with the certificate(s) representing all the Stock and such other evidence, if any, as the Directors may reasonably require to prove the title of the person exercising the right to convert.

5.3. Within ten Business Days of the Conversion Date, the Company shall allot to the Stockholder the D Share in exchange for and in satisfaction of the Stock.

5.4. On such conversion, the Company shall immediately enter the name of the Stockholder in the registry of members of the Company in respect of the D Share.  Such allotment and issue shall be in full satisfaction and discharge of the value of the Stock so converted.  All Stock converted under this Clause 5 shall be cancelled with effect from the Conversion Date.

5.5. The Company shall as soon as reasonably practicable send free of charge to the Stockholder a certificate for the D Share arising on Conversion.

5.6. The D Share issued in respect of the Stock so converted shall be credited as fully paid at a premium of £499,999.99 or at such lesser premium as shall be equal to the amount of the Stock subscribed and fully paid less £0.01.

5.7. Any Stockholder converting under this Clause 5 shall if and when so required by the Company and at the expense of the Company execute such contract (if any) as the Company shall reasonably require for the purpose of filing with the Registrar of Companies so as to constitute title to the ordinary shares issued or to be issued to him as fully paid up in exchange for the Stock so converted and the Directors shall have power by resolution to authorise some person to execute any such contract on his behalf.

5.8. Share capital allotted on Conversion shall rank in full for dividends and all other distributions declared, paid or made on the ordinary share capital of the Company in respect of the financial period of the Company in which the Conversion Date falls and in all other respects shall rank pari passu and form one class with the ordinary share capital of the Company in issue on the Conversation Date.

6. EVENTS OF DEFAULT

6.1. The Stock shall immediately be converted into one D Share in accordance with the provisions of clause 5.1 or at the election of any Stockholder (made by written notice to the Company) become due and repayable at par by the Company immediately if any of the following events shall occur and (if capable of remedy) such event shall not have been remedied within fourteen Business Days of notice requiring the same to be remedied having been served on the Company by any Stockholder, provided always that for the avoidance of doubt in no circumstance shall the Stockholder (in whatever capacity) be entitled to payments from the Company including, but not limited to, payment of debts, distribution of capital or assets or return of assets by the Company or otherwise, totalling more than 49% of the total amount payable to shareholders of the Company:
6.1.1. if the Company fails to repay the principal amount of the Subscribed Stock or any part of it on the due date for such repayment or payment to any Stockholder; or
6.1.2. if any provision of this Deed or its schedule is or becomes for any reason invalid or unenforceable;

6.1.3. if the Company or any of its subsidiaries ceases or threatens to cease to carry on its business or a substantial part of its business; or
6.1.4. if the Company or any of its subsidiaries is, or is adjudicated or found to be, insolvent or stops or suspends payment of its debts or is (or is deemed to be) unable to or admits inability to pay its debts as they fall due (within the meaning of the Insolvency Act 1986, section 123) or proposes or enters into any composition or other arrangement for the benefit of its creditors generally (including any voluntary arrangement as defined in the Insolvency Act 1986) or proceedings are commenced in relation to the Company or any of its subsidiaries under any law, regulation or procedure relating to reconstruction or adjustment of debts in any relevant jurisdiction; or
6.1.5. if any order is made by any competent court or any resolution is passed by the Company or any of its subsidiaries for the winding up or dissolution or for the appointment of a liquidator of the Company or any of its subsidiaries (except for the purpose of a solvent amalgamation or reconstruction previously approved by the Stockholder); or
6.1.6. if an encumbrancer takes possession or a receiver or administrative receiver or manager or sequestrator is appointed of the whole or any substantial part of the undertaking or assets of the Company or any of its subsidiaries or distress or other process is levied or enforced upon any of the assets, rights or revenues of the Company or any of its subsidiaries and any such action is not lifted or discharged within ten Business Days; or
6.1.7. if any order is made by any competent court for the appointment of an administrator in relation to the Company or any of its subsidiaries; or
6.1.8. if any other loan stock or any loan note or other indebtedness other than trade debts arising in the ordinary course of business issued or owing by the Company becomes repayable before the due date by reason of the Company's default or is not paid when due; or

6.1.9. if any distress, execution or other process is levied or enforced upon the whole or any substantial part of the assets of the Company or any of its subsidiaries and is not discharged within ten days; or
6.1.10. a winding-up petition is presented and served on the Company or any of its subsidiaries and not fully discharged within ten days.seq level2 \h \r0 
6.2. The Company shall immediately give notice to the Stockholder of the happening of any event mentioned in clause 6.1 upon becoming aware of the same.

7. REGISTER OF STOCK

7.1. A Register of Stock shall be kept by the Company at its registered office in one or more books and there shall be entered in such Register:

7.1.1. the names and addresses of the holders for the time being of the Stock;

7.1.2. the amount of the Stock held by every registered holder;
7.1.3. the date at which the name of every such registered holder is entered in the Register in respect of the Stock standing to his name;

7.1.4. the serial number of each Certificate issued and the date of its issue; and

7.1.5. details of each repayment of the Stock.

7.2. seq level2 \h \r0 Any change of name or address on the part of any Stockholder shall be notified to the Company and the Register shall be altered accordingly.  A Stockholder shall be entitled at all reasonable times during usual office hours to inspect the said Register and to take copies of the same or any part of it.
8. GOVERNING LAW

8.1. This Deed and the Stock shall be governed by and construed in accordance with English law and the parties agree to submit to the non-exclusive jurisdiction of the English Courts as regards any claim or matter arising in relation to this Deed.
9. GENERAL

9.1. The conditions and provisions contained in schedule 1 shall have effect in the same manner as if such conditions and provisions were set forth in this Deed.  In the event of any disagreement between the conditions and provisions contained in Schedule 1 and the conditions and provisions set out in the clauses of this Deed the conditions and provisions set out in the clause of this Deed shall prevail.

9.2. No variation of this Deed or the Stock shall be valid unless it is in writing and executed as a Deed by each of the parties to this Agreement.

IN WITNESS of which this Deed has been duly executed and has been delivered the day and year first above written.

SCHEDULE 1
Form of Certificate
No of Certificate
     Amount of Stock £
Date of Issue

POPTEL LIMITED

(Incorporated under the Companies Acts 1985 and 1989)

£500,000 Convertible Loan Stock 2000

Issued pursuant to the Memorandum and Articles of Association of the Company and created by a resolution of the Board of Directors of the Company passed on                       2000.

THIS IS TO CERTIFY                       is the registered holder of £           pounds nominal of the above-mentioned Convertible Loan Stock 2000 (the “Stock”) constituted by a Loan Stock Instrument dated                    2000 and executed by the Company.  The Stock is issued with the benefit of and subject to the provisions contained in the said Loan Stock Instrument and the Conditions annexed to this Certificate.

EXECUTED by the Company as a Deed this                               2000 by means of these signatures and delivered.








...................................... Director








...................................... Director/Secretary 

STOCK:

(i)
The Stock is issued and registered in amounts of £50,000 and transferable subject to the Conditions.  

(ii)
This Certificate must be surrendered at the Company's registered office before any transfer of the whole of the Stock comprised in it will be registered or a new Certificate issued in exchange or on the conversion of the Stock.

CONDITIONS
1. Words and expressions defined in the Loan Stock Instrument shall have the same meaning in this Certificate.
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seq level4 \h \r0 Any Stock not previously repaid or purchased will be redeemed in full at par on the Maturity Date.

3. Notwithstanding the provisions of Condition 2 the Company reserves the right to repay at any time all or any part of the Stock for the time being outstanding at par upon giving to the Stockholders any of whose Stock are to be repaid not less than fourteen (14) days notice in writing of its intention to repay the Stock specified in such notice and on the expiry date of such notice the Company shall be bound to repay such Stock. Payment shall be made no later than four (4) Business Days after the expiry date.  All money which shall become payable by way of redemption shall be payable to the Stockholders pari passu in proportion to the nominal amounts of the Stock held by them respectively and without priority or preference whatsoever.

4. Any principal or other moneys payable by the Company on or in respect of the Stock may be paid by cheque made payable to the order of and sent through the post to such address of the Stockholder as notified by the Stockholder to the Company from time to time or, in the case of joint holders, made payable to the order of and sent through the post to the registered address of that one of the joint holders who is first named in the Register or made payable to the order of such person and sent to such address as the holder or joint holders may in writing direct.  Payment of any such cheque shall be a satisfaction of the moneys represented by it.  All payments by the Company in respect of the Stock whether of principal or any other item, shall be made in full without any deduction or withholding (whether in respect of set-off, counterclaim, duties, taxes, charges or otherwise whatsoever except as required by law).

5. On any repayment or cancellation of the Stock, the Stockholder shall surrender the relevant Certificates to the Company.

6. Except as required by law or as ordered by a Court of competent jurisdiction, the Company will recognise the Stockholders as the absolute owner of the Stock and shall not be bound to take notice or see to the execution of any trust, whether express, implied or constructive to which the Stock may be subject.  The receipt of the Stockholder or in the case of joint Stockholders the receipt of any one of them for the principal or any other monies payable in respect of the Stock held by him or them, shall be a good discharge to the Company, notwithstanding any notice it may have whether express or otherwise of right, title, interest or claim or any other person to or in such Stock.

7. The Stockholder shall be entitled to transfer all the Stock held by him by an instrument in writing in common form (or such other form as the Company may approve) to any body corporate which is a member of its Group or may be transferred to any other person with the consent of the Company (such consent not to be unreasonably withheld or delayed).  The Stockholder is not permitted to charge or pledge the Stock to any person.

8. Every instrument of transfer must be signed on behalf of the transferor or where the transferor is a corporation given under its Common Seal and the transferor shall be deemed to remain the owner of the Stock until the name of the transferee is entered in the register in respect of the relevant Stock.

9. Every instrument of transfer must be left for registration at the place where the Register shall for the time being is kept accompanied by the Certificate for the Stock to be transferred and such other evidence as the Directors or other officers of the Company authorised to deal with transfers may reasonably require to prove the title of the transferor or his right to transfer the Stock and if the instrument of transfer is executed by some other person on behalf of the transferor the authority of that person to do so.

10. Any person becoming entitled to any Stock in consequence of the bankruptcy of any Stockholder may be registered himself as the holder of such Stock.

11. If several persons are entered in the Register as joint holders of any Stock then without prejudice to the last two preceding paragraphs, the receipt of any one of such persons for any principal or any other monies payable in respect of such Stock shall be as effective a discharge to the Company as if the person signing such receipt were the sole registered holder of such Stock.

12. Any notice given under this Stock shall be in writing.

13. Any notice to be given to the Company under this Stock may be given by registered or recorded delivery letter addressed to the Company at its registered office and marked for the attention of the Chief Executive Officer of the Company or such other address as notified by the Company to the Stockholder from time to time.

14. Any notice or other document (including a Certificate) may be given to or served on any Stockholder personally or by prepaid post sent first class (for inland mail) or airmail (for overseas mail) addressed to him at his usual residential address or, if he desires that notices shall be sent to some other person or address to the person at the address supplied by him to the Company for the giving of notice to him.  In the case of joint registered holders of any Stock a notice given to or served on the Stockholder whose name stands first in the Register in respect of such Stock shall be sufficient notice to or service on all the joint holders.

15. Notices delivered personally shall be deemed served at the time of delivery; notices sent by post shall be deemed served on the second Business Day (for inland mail) or the fifth Business Day (for overseas mail) after the date of posting.  In proving service it shall be sufficient to prove that the envelope containing the notice was properly addressed, pre-paid and posted.

SCHEDULE 2

Conversion Notice

To:
Poptel Limited (“the Company”)

We being the registered holder(s) of the Stock represented by the attached certificate hereby give notice to the Company that immediately upon your receipt of this notice we are exercising our option, pursuant to clause 5 of the Loan Stock Instrument, to convert the whole of such Stock into one D Share of £0.01.

We accept the one D Share to be issued pursuant to this Conversion Notice subject to the Memorandum and Articles of Association of the Company.  We desire one D Share to be registered in our name(s) and authorise the entry of our name(s) in the register of members in respect of such shares and the despatch of a certificate for such shares by ordinary post at our risk to                                                                              .  (Note: if this space is left blank the Certificate will be sent to the registered address of the first named Stockholder in the Register of Stockholders).

………………………………….

Stockholder(s)

Date:

EXECUTED as a deed by POPTEL
)

LIMITED by means of these signatures and
)

delivered

)


Director








Director/Secretary

DATED
2000

POPTEL LIMITED


Loan Stock Instrument

constituting up to

£500,000 Convertible Loan Stock 2000


FOX WILLIAMS
City Gate House, 39-45 Finsbury Square, London EC2A 1UU

Tel: 0171-628 2000  Fax: 0171-628 2100

Email: mail@foxwilliams.co.uk

www.foxwilliams.co.uk
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