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BE BETTER INFORMED

Concateno plc
Acquisition
Concat eno plc

31 January 2007

CONCATENO PLC (' Concat eno' or 'the Conpany')
Proposed Acquisition of Tricho-Tech Limted ('Tricho-Tech') for £11.25m

Pl aci ng of 6,298,077 New Ordinary Shares and 817,308 Consideration Shares of 10p
at 130p per share

31 January 2007

Concateno PLC today announces the acquisition of Tricho-Tech, a |eading provider
of | aboratory-based hair testing services for recreational drug abuse

Predomi nantly focused toward the fam |y care sector, Tricho-Tech provides a
conplinentary fit to Medscreen and Altrix, Concateno's existing businesses, with
a focus on a different testing nethodol ogy in an adjacent market

H ghlights

. Condi tional agreenent to acquire the entire issued share capital of
Tricho-Tech a | eadi ng provider of |aboratory-based hair testing services for
recreati onal drug abuse, for a purchase price of £11.25 mllion on a cash free
debt free basis

. Concateno plc to raise £8,187,500 via a Placing of shares at 130p per
share fully underwitten by Collins Stewart Europe Limted ('Collins Stewart')

. Acqui sition funded through a conbination of the Placing, an increase
in existing Debt Facilities of £3,000,000 and the issue of Consideration Shares
to the Vendors with a value £1, 062,500 at the issue price of 130p a share

. The acquisition of Tricho-Tech is conditional upon the adm ssion of
the Pl acing Shares and the Consideration Shares, which is expected to occur on 1
February 2007

. Tricho-Tech is an established business, with strong gross margins and
a managenent teamwith substantial technical experience

. The acquisition will be imedi ately EPS enhanci ng before synergies

. The Directors believe the particular strengths of Tricho-Tech are
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. Tricho-Tech operates in the high growh global life sciences testing
mar ket estinmated at £450m and growing at up to 30%a year, with the UK being the
fastest grow ng segment;

. Strong managenent team at the operating level, who will stay on with
the enl arged group;

. Uni que UKAS accreditation to | SO 17025 standards for testing oral,
urine and hair sanples for both screening and confirmations;

. Consi stent profitable growmh since inception, with sales of £3.1min
2006, generating an EBI TDA of £873, 000;

. Broad custoner base of over 3,000 clients principally in the police
force and fam |y services sector with international sales in Brazil, Australia
and New Zeal and; and

. Turnover growth of 41.7%in 2004, 78.2% in 2005 and 39.6%in 2006.

Application has been nmade for Adm ssion of the Placing Shares and the

Consi deration Shares, which will all rank pari passu in all respects with the
exi sting Ordinary Shares of the Conpany, to AlIMand dealings in the Placing
Shares and the Consi derati on Shares are expected to commence on 1 February 2007.

Keith Tozzi, Concateno plc said:

"W are very pleased to have reached an agreenent wi th the managenent of
Tricho-Tech, it is a very inpressive high growh, high margin business, which
wi Il be imrediately EPS enhancing for the group with an excellent track record
of profitable growth.

"Tricho-Tech represents the next piece in the jigsaw that gives Concateno the
critical mass that no other player in the highly fragnented drug and al cohol

testing arena has. Concateno will continue to consolidate the UK market and
will ook to expand internationally."’

For further information, call:

Keith Tozzi, Concateno plc 020 7248 0802
Si non At kinson, Collins Stewart 020 7523 8000
Jonathon Brill/Billy C egg/ Edward Westropp, Financial Dynamics 020 7831 3113

I ntroduction

The Conpany announces today that it has entered into a conditional agreenent to
acquire the entire issued share capital of Tricho-Tech, the UK s | eading

provi der of |aboratory-based hair testing services for recreational drug abuse
for a purchase price of £11,250,000 on a cash free, debt free basis. The Conpany
will fund the payment of the consideration for the Acquisition through a

conbi nation of the Placing, the issue of Consideration Shares to the Vendors and
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an increase in the existing Debt Facilities. The Acquisition is conditional
only upon the adnission of the Placing Shares and Considerati on Shares to
trading on AIM

The Conpany has al so announced today, that it proposes to raise approxinmately
£8, 187,500 (before expenses) by issuing 6,298,077 Placing Shares at the Pl acing
Price of 130p per share. The net proceeds of the Placing will be used to fund a
portion of the cash consideration for the Acquisition including the costs
associated with the Acquisition. The Placing has been underwitten by Collins
Stewart on the terns and conditions set out in the placing agreenent, which the
Conpany has today entered into with Collins Stewart.

Application has been nmade for Adm ssion of the Placing Shares and the
Consi deration Shares to AIM and dealings in the Placing Shares and the
Consi deration Shares are expected to commence on 1 February 2007.

Backgr ound

Concat eno acquired Medscreen for £30m a gl obal provider of drugs and al cohol
testing services on 6 Novenber 2006 and the recommended offer of Altrix, the
specialist in the provision of saliva drug testing solutions, for £11m went
whol 'y unconditional on 15 January 2007 and is expected to conplete on 5
February 2007.

The Directors believe that the industry is fragmented and nost participants are
either privately owned or small, non-core divisions of |arger testing businesses
and that this presents a significant opportunity for industry consolidation
across the UK and potentially into Europe. At the tine of the acquisition of
Medscreen, Concateno announced its intention to take advantage of perceived
consol idation opportunities within the drug and al cohol testing sector. The
acqui sition of Tricho-Tech is the next step in achieving this objective.

I nformati on on Tricho-Tech

Founded in 1993 and based in Cardiff, the privately owned Tricho-Tech focuses on
detecting drugs of abuse, principally through testing hair sanmples. It enploys
46 full tine staff at its laboratory in Cardiff, which is a broad and in-depth
testing facility, with the capability to test 14 drug groups and over 40

anal ytes.

The Conpany has a |eading provider of results and reports to famly lawers in
court cases across the UK. The specialist toxicology expertise and know how
significantly differentiates themfromtheir conpetitors and their uni que UKAS
accreditation to | SO 17025 standards for testing oral, urine and hair sanples
for both screening and confirmations, gives thema w der range of drugs tested
than any other UK conpetitor.

They have a broad custoner base of over 3,000 clients principally in the police
force and fam |y services sector with international sales in Brazil, Australia
and New Zeal and.

Tricho-Tech has enjoyed consistent profitable growth since inception, with sales
of £3.1min 2006 generating EBI TDA (pre-exceptionals) of £873,000 (based on
unaudi t ed nanagenment accounts).

Qper ati ons
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Tricho-Tech offers a conplete range of testing nethodol ogi es including hair,
oral fluid, and urine. These services can be differentiated by the w ndow
avai |l able to detect drug m suse:

. Hair - hair testing allows for the nonitoring of drug use/abstinence over nonths
(rather than days or hours); it is the test of choice for nonitoring treatnent

and recovery of drug users;

. Oral fluid (saliva) - will detect drug abuse for up to 24 hours after
i ngestion; and

. Uine - will detect |levels of drug use between 1 and 4 days after use.

Full service offering

Tricho-Tech provides a full service offering which includes:

. Provision of kit to take the hair sanple;

. Col | ection of the sanple;

. Secure delivery back to the |aboratory;

. Screening and anal ysis of the sanple; and

. Certification of results and witness statenent where required.

Managenent

John Wcks - Managi ng Director

John introduced the idea of hair analysis for Drugs to Cardiff Bioanalytical
Services in 1993 where he was the Laboratory Manager from 1989 to 1997. He led
the takeout of Tricho-Tech from Cardiff Bioanal ytical Services as a separate
concern in 1997. From 1985 to 1989 John set up and ran the toxicology unit at
The Riyadh al Kharj Mlitary Hospital in Saudi Arabia after 13 years as

Bi ochem st at Guy's Hospital.

Lolita Tsanaclis, PhD - Laboratory Director

Lolita held research scientist positions at University hospitals in Brazil and
Wal es from 1975 t01989. She was the Deputy Laboratory Manager of Cardiff
Bi oanal ytical Services Ltd (CRO from 1989 t01996 before becom ng Head of

Anal ytical & Pharmacokinetics of Biodynamics Ltd (CRO from 1996 t01999. Lolita

joined TrichoTech as Laboratory Director in 1999.
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Graham Si evers - Marketing Director

G aham was a Business Analyst at British Tel ecom before bei ng appoi nted Seni or
Manager at British Telecomin 1980. Graham was London Director and then 20/20
Nati onal Programme Director of Cormmon Purpose from 1990 to 95 and was a |ecturer
of Business Studies and a Vi deo- Conferencing Consultant from 1995 t 02000, before
joining Tricho-Tech as Marketing Director in 2000.

Cust oner s

Tricho-Tech has over 3,000 custoners worldw de, with the |egal/social services
accounting for over 78% of total revenue in 2006.

The top 14 custoners consistently represent approxi mately 30% of annual sal es;
nost of the sales growh is generated fromnew accounts. The custoner base has
expanded wi th 550 new accounts 2002-2005.

Service |level agreenents are in place with Government Communi cation Bureau (GCB)
and the police forces including West Mdland Police and South Wl es Poli ce.

Tricho-Tech profit and | oss

Year ended 31 Decenber 2004 2005 2006
Tur nover 1, 264 2,225 3,107
Gowth 42% 76% 40%
Cost of sales (369) (643) (848)
G oss profit 895 1, 609 2,250
Mar gi n 71% 2% 72%
EBI TDA 218 578 873

Mar gi n 17% 26% 28%
Depreci ation (56) (101) (95)
EBIT 162 477 778

Note: EBITDA and EBIT are pre-exceptionals and for 2004 and 2005 excl ude
directors salaries and associ ated costs.

The results presented for 2004 and 2005 unaudited statutory accounts and for
2006 are based on unaudi ted nanagenment accounts.

Tricho-Tech had net assets of £868,000 at 31 Decenber 2006.
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Deal rationale

The Directors believe the particular strengths of Tricho-Tech are as foll ows:

. Tricho-Tech operates in the high growh global life sciences testing
mar ket estinmated at £450m and growing at up to 30%a year, with the UK being the
fastest grow ng segnent;

. Strong nmanagenent team at the operating level, who will stay on at the
enl arged G oup;

. Uni que UKAS accreditation to | SO 17025 standards for testing oral,
urine and hair sanples for both screening and confirmations;

. Consi stent profitable gromh since inception, with sales of £3.1min
2006, generating an EBI TDA of £873,000; and

. Broad custoner base of over 3,000 clients principally in the police
force and fam |y services sector with international sales in Brazil, Australia
and New Zeal and.

It is the intention of Concateno to | everage these strengths in the execution of
its growh strategy and apply these percei ved advantages to the busi ness going
f orwar d.

The Conmpany will continue to actively pursue other acquisition targets, with a
viewto inplenenting its consolidation strategy.

The Directors believe there is a signification opportunity for value creation by
conbi ning Tricho-Tech's specialist toxicology expertise and consi derabl e
intellectual property, with the comrercial expertise and marketing functions of
the Medscreen and Altrix businesses. |In addition the Enlarged G oup, consisting
of Medscreen, Altrix and TrichoTech, will be able to take advantage of cross
selling opportunities and cost synergi es including reducing the adm nistration
and finance costs.

There is an opportunity for Tricho-Tech to undergo a substantial expansion
utilising Medscreen's international infrastructure.

This information is provided by RNS
The conmpany news service fromthe London Stock Exchange
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