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MediaZest plc
CHAIRMAN'S STATEMENT
Introduction

The results for MediaZest plc (the “Group”) for thear to 31 December 2008 incorporate the results
of its subsidiaries, all of which are wholly owned.

Results for the Period and Key Performance Indicatis

Turnover for the year was £4,424,000 (2007 - £3@%)), cost of sales was £2,846,000 (2007 -
£2,328,000) and the Group made a loss for the yétar, taxation, of £605,000 (2007 - £497,000)rafte
paying interest of £7,000 (2007 — £2,000) and hppaid administrative expenses of £2,176,000
(2007 - £2,024,000). The loss for the year inclugéd,000 of costs written off relating to previous
years, predominantly bad debts and slow movingkstoc

The basic loss and diluted loss per share was 8ep@007 — 2 pence). The Group had cash in hand
£102,000 (2007 - £34,000) at the year end, andhanide discounting facility over the debtors of
Touch Vision of which £220,000 was in use at tharyend date. In addition the Group had a loan from
a shareholder of £85,000 at this time.

As at 18 June 2009, the Group has net cash balahd32,600 and an unused overdraft facility with
Touch Vision of up to £100,000 and £94,700 outstapdnder the invoice discounting facility which
has a current maximum limit of £350,000. £47,500h&f loan from the shareholder has been repaid
leaving a current outstanding balance of £37,5@tally, post year end the Group has also secured an
invoice discounting facility with two parties ovlre debtors of MediaZest Ventures, with £93,241 of
funds currently in use.

Overview

The Group continued to increase revenue duringydae, with a 15% growth rate. However, this
revenue growth was not as strong as anticipatedeobusiness plan required and whilst margins were
maintained, administrative costs were too high eoshpported by this level of activity, resulting in
continuing losses during the financial year.

After a difficult first six months of the year, tls®cond half of 2008 showed progress. Excludingewri
offs from previous periods, EBITDA for July to Decber 2008 was a loss of £107,000 which is a
significant improvement on previous results althosgll reveals much work to do. Therefore, in view
of continuing losses and the repeated failure rgfdacale opportunities within the sector as a /hol
materialise, the Directors recognise that furtlost cutting and reorganisation is required. Asltdke
Board have instigated and executed a restructynleng to reduce administrative overhead to £1.5m in
2009 with further reductions as deemed necessargdfier.

Although the second half of 2008 saw an improvenreour turnover, the first half of 2009 has seen a
drop in activity as a consequence of the econorwndurn and in particular its impact on the retail
sector. In anticipation of this we began restrungiiand cutting costs in October 2008 and continued
with further cuts in 2009, with the situation caargty monitored.

In view of the Group’s situation and the marketrently faced, the Directors have been discussing
options to restore shareholder value with a nurobgarties. As a consequence, the Group will hold a
General Meeting on"8July 2009 in order for the Board to request powersestructure share capital
and issue new equity in order to be in a positoratse further capital as and when appropriateeisi
our progress in the second half of 2008 we beltea¢ when macroeconomic conditions improve, we
will be in a better position to develop our offegifurther.



MediaZest plc
CHAIRMAN'S STATEMENT (continued)

MediaZest Ventures

The ongoing demonstration of the Company’'s conaefer the past 2 years led to an increasing
number of customer sites in 2008. We have seemmgss progress from testing our technology in
single sites, to proving the concept over a handfustores and then developing further to up to a
dozen during the second half of the year.

In particular following a successful trade exhimtiand marketing campaign in Summer 2008, we
acquired some high profile new clients. With selvefdhese we have developed both a variety ofsite
and also executed repeat campaigns thereby imgydkim quality of earnings. We install, typically,
the audio visual infrastructure for these custonaard then use its flexibility to provide a variaify
dynamic, creative campaign led installations. Thpeal of this offering is evident in the amount of
repeat business we are beginning to get. Althougtkating budgets have tightened considerably in
2009, the existence of these installations hasledals to continue generating revenue from these
clients even in the first quarter.

Also for the first time, our growing site numbermsvk enabled us to sign up a number of customers to
service and maintenance contracts, again imprayuragjty of earnings.

In response to the economic downturn we have tedisour pricing structure and product range in
order to offer our retail clients even more valoe hhoney. The Board expect revenues to increase in
the second half of 2009 partly as a result of thig] in line with the usual cyclical nature of this
business.

Touch Vision

2008 was another robust year within our Educatimsidn. Under one of our tender contracts the
Group was pleased to undertake our largest evevelsily project, a £700,000 refit at London
Metropolitan University in the first half of the ge Our delivery on this project was of a high szl
and led to significant further orders from the saient during the remainder of the year.

TouchVision also developed a number of clientstenEducation portfolio with repeat orders and
projects based on engineering excellence. It coesirio have a strong reputation within the industry

We have maintained a number of long standing aelatiips, with a variety of customers, in the retail
sector. The longevity of many of TouchVision’s kelient relationships has undoubtedly helped the
Company’s performance in the first half of 200%aiigh it too has seen a reduction in revenues as a
result of the economic downturn and reductiondient budgets.

The Future

Trading conditions remain very challenging, butlss year has progressed we have received ongoing
enquiries in MediaZest Ventures and with the sedaalfl of the year approaching we anticipate an
increase in sales as we move towards Christmabeleurrent economic climate, it is more vital than
ever for our clients to attract customers as dffelst as possible. Therefore, there remains a valid
reason for retailers to continue to utilise ouvsms particularly now that we have launched a eanig
lower priced products.



MediaZest plc
CHAIRMAN'S STATEMENT (continued)

TouchVision continues to operate in a difficult ketrbut has already won three large contractsen th
region of £100,000 or greater this year.

In order to both maintain and develop the busindesBoard believes it is necessary to raise furthe
funding and has been discussing various options existing shareholders and several interested thir
parties. The Board hopes to be able to announaéiadd funding from one or more of these sources
in the second half of 2009.

The restructuring programme has been executed @hdive the Group a significantly reduced cost
base (in excess of 30% year on year). The Boargiagarious initiatives in place to mitigate agdin
this having a negative impact upon the ability lté Group to generate revenue. However, subject to
future trading conditions, further cost reductiomsy become necessary.

As we move forward, the initiatives referred to abd@long with a growing blue chip client base and
improvement in quality of earnings combined witle ttreduced cost base will leave us in a better
position to move the business forward.

Lance O'Neill
Chairman

Date:



MediaZest plc
DIRECTORS' REPORT

The directors present their report and the audfiedncial statements of MediaZest plc (the
“Company”, and collectively with the subsidiary cpamies, the “Group”) for the year ended
31 December 2008 and the comparative year enddde8&mber 2007. The consolidated financial
results of the Group include the results of itsssdiary companies, all of which are wholly owned.

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW

The Company operates principally as a holding arvéstment company and specifically provides
support to the subsidiary companies in pursuithef Group’s strategy to deliver a one-stop audio,
visual, aromatic, satellite delivery, content masragnt and consumer interaction platform to retsiler
and brand owners wishing to communicate dynamicailj their customers to increase sales and
brand awareness.

A review of business developments is given in thai@nan’s Statement.
RESULTS AND DIVIDENDS

The loss for the year after taxation amounted @BAB0 (2007: £497,000).
The directors do not recommend the payment of @eind (2007: £nil).

FINANCIAL RISK MANAGEMENT

Details of the group’s financial instruments arglpblicies with regards to financial risk managemen
are given in note 23 to the financial statements.

SUPPLIER PAYMENT POLICY

It is the Group’s policy that payments to suppliare made in accordance with those terms and
conditions agreed between the group and its supplovided that all trading terms and conditions
have been complied with.

Trade payable days for the Group have been cadulikat 78days, (2007: 72 days) and represent the
ratio expressed in days between the amounts inddaa@éhe Group in the year by its suppliers and the
amounts due, at the year end, to trade payablegfdue for payment within one year.

POST BALANCE SHEET EVENTS
Note 26 details post balance sheet events.

NON FINANCIAL RISKS

Principal risks the Directors are monitoring inctud

Global Economy — in the current economic environment the Growgesaa risk of reduced levels of

business as a result of the recession. Managerastantly monitor sales levels, pipeline and margin
profitability and have worked to make the admirastre cost base more flexible in order to minimise
risk as a result of the economic climate. Howewehjlst there continues to be high levels of
uncertainty in both the private and public sectara/hich the Group operates, this consequentidél ris
will also remain.



MediaZest plc
DIRECTORS' REPORT (continued)

Technology obsolescence and supplier reliance — as a leading provider of audio-visual technojdgg
Group faces risks if it does not gain access tddtest commercial products in its field of opevati

As such, a sufficient proportion of management tirmededicated to keeping abreast of latest
developments and gaining access to new technolblgy. Group is a “best practice” supplier with
direct relationships with all the major audio-visumanufacturers and hence the Directors do not
consider there to be an undue risk associated witlack of supply from any one particular
manufacturer.

DISCLOSURE OF INFORMATION TO THE AUDITORS
In the case of each person who was a directoedirtie this report was approved:

e so far as that director was aware there was novaeteavailable information of which the
company’s auditors were unaware; and

» that director had taken all steps that the directgght to have taken as a director to make himself
or herself aware of any relevant audit informatamoml to establish that the company’s auditors were
aware of that information.

This information is given and should be interprete@ccordance with the provisions of s234Z of the
Companies Act 1985.

AUDITORS
Nexia Smith & Williamson have expressed their wijness to continue in office as auditors and a

resolution to re-appoint them will be proposedhatnext Annual General Meeting.

Approved by the Board of Directors
and signed on behalf of the Board

Lance O'Neill
Chairman

Date:



MediaZest plc
CORPORATE GOVERNANCE

The Company’s ordinary shares are traded on AlIMthedSroup is therefore not formally required to
comply with the provisions of the Combined Code.owdver, the Board is committed to high

standards of corporate governance and sets ouw laidtails of how it has applied those provisions of
the Code appropriate to the Group’s circumstances.

BOARD STRUCTURE

At the end of the year the Board comprised two finlle executive directors and one non-executive
director.

To enable the Board to function effectively, fulidatimely access is given to all information.
The Board is structured so that all directors hapet to provide a balance to decision making.

Both of the executive directors are engaged undsgraice contract, and the non-executive director
under a letter of appointment. In accordance whth Company’s memorandum and articles of
association each director shall retire from offateéhe third general meeting after that at whictwias
elected and may offer himself for reappointment.

The Board aims to meet once a month and has awdehedmatters reserved for it, including, but not
limited to, operational and financial performance.

Any training that individual directors feel is nasary in fulfilling their duties is available andl a
directors have access to independent advice ifssacg

REMUNERATION COMMITTEE

Under the Chairmanship of Lance O’Neill, the Renratien Committee determines the remuneration
and contractual arrangements of individual exeeusind non-executive directors. The Board’s report
on directors’ remuneration appears on page 10. pfésent members of the Committee are:

Lance O’Neill (Chairman)
Geoff Robertson

AUDIT COMMITTEE

Under the Chairmanship of Lance O’Neill, the dubéshe Audit Committee currently cover a review
of the Group’s financial reporting. The Commiteedle is to review, on behalf of the Board, the
annual report and financial statements and theimteeport. The Committee focuses on reviewing
any changes in accounting policy, major areas dfjgmnent and estimates and compliance with
accounting principles and regulatory requiremeritse present members of the Committee are:

Lance O’Neill (Chairman)
Andrew Hawkins



MediaZest plc
CORPORATE GOVERNANCE - (continued)
RELATIONS WITH SHAREHOLDERS

The Group places importance on communication watishareholders. Additional copies of the annual
report are available to all shareholders on reqaedt to other parties who have an interest in the
Group’s performance. All shareholders have the dppdy to raise questions at the Company’s
Annual General Meeting.

INTERNAL FINANCIAL CONTROL

The Board is responsible for establishing and mamirig the Group’s system of internal financial
control and places importance on maintaining anstroontrol environment. The directors have
established the following key procedures with awie providing effective financial control:

» The Group’s organisational structure has cleasloferesponsibility.

* Monthly results are reviewed and the finance depamt and directors closely review
significant items.

* The Board is responsible for identifying the mapaisiness risks faced by the Group and for
determining the appropriate courses of action toage those risks.

» The executive directors are closely involved indlag-to-day supervision of the business.

The directors recognise, however, that any suctesy®sf internal financial control can only provide
reasonable, but not absolute, assurance againstiahabisstatement or loss.

GOING CONCERN

After making enquiries, the directors formed a jwhgnt at the time of approving the financial

statements, that there is a reasonable expecthatidrihe Group has adequate resources to contnue i
operational existence for the foreseeable futunearriving at this conclusion, the directors have
considered the reduction in the Group’s cost b#se,Group’s current debt facilities and ongoing

negotiations over the long term future of the Growjth interested parties including current

shareholders. For this reason, the directors coatin adopt the going concern basis in preparieg th
financial statements, which is considered furthexote 1.



MediaZest plc
REPORT ON DIRECTORS’ REMUNERATION
The Remuneration Committee fixes the remuneratidheexecutive and non-executive directors.
SERVICE CONTRACTS

At the year end the executive Directors were engageler service contracts and the non-executive
Director under a letter of appointment all termileglty either party on six months notice.

SHARE OPTIONS

The Board adopted a share option scheme duringahese of 2006, however there were no options
granted during 2007 or 2008.

DIRECTORS’ REMUNERATION

The directors’ remuneration information is setioutote 5 to the financial statements.

By order of the Board

Lance O'Neill
Chairman

Date:
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MediaZest plc
STATEMENT OF DIRECTORS’ RESPONSIBILITIES

The Directors are responsible for preparing the uahnReport and the financial statements in
accordance with applicable United Kingdom law alnel International Financial Reporting Standards
(IFRS) as adopted by the European Union.

The Directors are required to prepare financidiest@nts for each financial year which presentyairl
the financial position of the Company and of the@@r and the financial performance and cash flows
of the Company and of the Group for that periodbreparing those financial statements, the Dirsctor
are required to:

» select suitable accounting policies and then affyn consistently;

* present information, including accounting policissa manner that provides relevant, reliable,
comparable and understandable information;

» provide additional disclosures when compliance witie specific requirements in IFRS is
insufficient to enable users to understand the ahpaparticular transactions, other events and
conditions on the entity’s financial position amdaincial performance; and

» state that the Company and the Group have compligd IFRS, subject to any material
departures disclosed and explained in the finasteiements.

The directors are responsible for keeping propepuaating records which disclose with reasonable
accuracy, at any time, the financial position o tiompany and of the Group and enable them to
ensure that the financial statements comply with@ompanies Act 1985. They are also responsible
for safeguarding the assets of the Company andehfemdaking reasonable steps for the prevention
and detection of fraud and other irregularities.

The Directors confirm that they have complied wititese requirements and have a reasonable
expectation that the Company and the Group hasuatiegesources to continue in operational
existence for the foreseeable future and theretmmetinue to adopt the going concern basis in
preparing the financial statements.

11



Nexia Smith & Williamson

Independent auditors’ report to the shareholders oMediaZest plc

We have audited the Group and Company financialerstants (‘the financial statements’) of
MediaZest plc for the year ended 31 December 2QtiBhwcomprise the Group Income Statement, the
Group and Company Balance Sheets, the Group ang&uonStatement of Changes in Equity, the
Group and Company Cash Flow Statements and thiedefates 1 to 27. These financial statements
have been prepared under the accounting polictesusé¢herein.

This report is made solely to the company’s memlass body, in accordance with Section 235 of the
Companies Act 1985. Our audit work has been ualernt so that we might state to the company’s
members those matters we are required to stateto in an auditors’ report and for no other purpose
To the fullest extent permitted by law, we do notept or assume responsibility to anyone other than
the Company and the Company’s members as a bodwpufoaudit work, for this report, or for the
opinions we have formed.

Respective responsibilities of directors and audits

The Directors’ responsibilities for preparing thenrAlal Report and the financial statements in

accordance with applicable law and InternationabRcial Reporting Standards (IFRS) as adopted by
the European Union applied in accordance with tlowipions of the Companies Act 1985 are set out
in the Statement of Directors’ Responsibilities.

Our responsibility is to audit the financial statts in accordance with relevant legal and regojfato
requirements and International Standards on Awgl{fuK and Ireland).

We report to you our opinion as to whether theroial statements give a true and fair view and are
properly prepared in accordance with the Compaaasl985. We also report to you whether in our
opinion the information given in the Directors’ Repis consistent with the financial statementhg T
information given in the Directors’ Report includéisat specific information presented in the
Chairman’s Statement that is cross referred from Business Review section of the Directors’
Report).

We also report to you if, in our opinion, the compdas not kept proper accounting records, if we
have not received all the information and explamaiwe require for our audit, or if the information
specified by law regarding directors’ remuneratimial transactions is not disclosed.

We read other information contained in the Annuap&t and consider whether it is consistent with
the audited financial statements. This other infatiom comprises only the Directors’ Report and the
Chairman’s Statement. We consider the implication®ur report if we become aware of any apparent
misstatements or material inconsistencies with fthencial statements. Our responsibilities to not
extend to any other information.

Basis of audit opinion

We conducted our audit in accordance with Inteomai Standards on Auditing (UK and Ireland)
issued by the Auditing Practices Board. An auddudes examination, on a test basis, of evidence
relevant to the amounts and disclosures in thenfiigh statements. It also includes an assessnient o
the significant estimates and judgements made byDtnectors in the preparation of the financial
statements, and of whether the accounting poliares appropriate to the Groups and Company’s
circumstances, consistently applied and adequdistyosed.

12



Independent auditors’ report to the shareholders oMediaZest plc (continued)

We planned and performed our audit so as to olathithe information and explanations which we
considered necessary in order to provide us withicgnt evidence to give reasonable assurance that
the financial statements are free from materialstatement, whether caused by fraud or other
irregularity or error. In forming our opinion wésa evaluated the overall adequacy of the presentat

of information in the financial statements.

Opinion

In our opinion:

« the financial statements give a true and fair viemgccordance with IFRS as adopted by
the European Union applied in accordance with ttevipions of the Companies Act
1985, of the state of the Group’s and Companyaiffat 31 December 2008 and of the
Group’s loss for the year then ended.

» the financial statements have been properly preparaccordance with the Companies
Act 1985;

» the information given in the Directors’ Report @nsistent with the financial statements.

Emphasis of matter — Going concern

In forming our opinion on the financial statemenigyich is not qualified, we have considered the
adequacy of the disclosure made in the Note 1 eofittancial statements concerning the Group’s
ability to continue as a going concern. The Gravquired a loss of £605,000 during the year ended 31
December 2008 and at that date had net currerititled of £339,000. As described in Note 1, the
directors are currently seeking to raise new edfuhding but this has not yet been secured. These
conditions, along with other matters explained iatdN1 of the financial statements, indicate the
existence of material uncertainty which may caghisicant doubt about the ability of the Group to
continue as a going concern. As also explainedate N of the financial statements, should the group
be unable to continue as a going concern it igylikeat the value of the assets of the Group amdmia
company would be impaired. The financial statemeliotnot include the adjustments that would result
if the Group were unable to continue as a goingeon

Nexia Smith & Williamson 25 Moorgate
Chartered Accountants London
Registered Auditors EC2R 6AY
Date:

The maintenance and integrity of the MediaZestwbsite is the responsibility of the directors; the
work carried out by the auditors does not involeasideration of these matters and accordingly the
auditors accept no responsibility for any chanded may have occurred to the accounts since they
were initially presented on the website.

Legislation in the United Kingdom governing the gmeation and dissemination of accounts may differ
from legislation in other jurisdictions

13



MediaZest plc

CONSOLIDATED INCOME STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2008

Note 2008 2007

£'000 £'000

Revenue 2 4,424 3,857
Cost of sales (2,846) (2,328)
Gross profit 1,578 1,529
Administrative expenses (2,176) (2,024)
Operating loss 3 (598) (495)
Finance costs 6 @) (2)
Loss on ordinary activities before taxation (605) (497)
Tax on loss on ordinary activities 7 - -
Loss on ordinary activities after taxation (605) (497)

Loss per ordinary 10p share
Basic 9 (£0.03) (£0.02)
Diluted 9 (£0.03) (£0.02)

14



MediaZest plc
CONSOLIDATED BALANCE SHEET

AS AT 31 DECEMBER 2008

Note 2008 2007
£'000 £'000

Non-current Assets
Goodwill 10 2,772 2,772
Property, plant and equipment 11 87 107
Total Non-current Assets 2,859 2,879
Current Assets
Inventories 13 107 172
Trade and other receivables 14 617 1,052
Cash and cash equivalents 102 34
Total Current Assets 826 1,258
Current Liabilities
Trade and other payables 15 (1,055) (917)
Current tax liability 16 (110) (95)
Total Current Liabilities (1,165) (1,012)
Net Current (Liabilities) / Assets (339) 246
Net Assets 2,520 3,125
Equity
Share capital 17 2,283 2,283
Share premium account 3,211 3,211
Share options reserves 7 7
Retained earnings (2,981) (2,376)
Total equity 2,520 3,125

The financial statements were approved and audoh i issue by the Board of Directors on 26 June
2009 and were signed on its behalf by:

Lance O'Neill
Director

15



MediaZest plc

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2008

Share

Share Share Options Retained Total

Capital Premium Reserves Earnings Equity

£'000 £'000 £'000 £'000 £'000

Balance at 1 January 2007 2,283 3,211 5 (1,879) 3,620
Loss for the year - - - (497)  (497)
Total recognised income and expenses for the year - - - (497)  (497)
Share based payments - - 2 - 2
Balance at 31st December 2007 2,283 3,211 7 (2,376) 3,125
Loss for the year - - - (605)  (605)
Total recognised income and expenses for the year - - - (605) (605)
Share based payments - - - - -
Balance at 31st December 2008 2,283 3,211 7 (2,981) 2,520

16



MediaZest plc
COMPANY BALANCE SHEET

AS AT 31 DECEMBER 2008

Note 2008 2007
£'000 £'000

Non-current Assets
Investments 12 2,252 4,200
Current Assets
Trade and other receivables 14 371 374
Cash and cash equivalents 5 1
Total Current Assets 376 375
Current Liabilities
Trade and other payables 15 (102) (84)
Current tax liability 16 (6) (4)
Total Current Liabilities (108) (88)
Net Current Assets 268 287
Net Assets 2,520 4,487
Equity
Share capital 17 2,283 2,283
Share premium account 3,211 3,211
Share options reserve 7 7
Retained earnings (2,981) (1,014)
Total equity 2,520 4,487

The financial statements were approved and audoh i issue by the Board of Directors on 26 June
2009 and were signed on its behalf by:

Lance O'Neill
Director

17



MediaZest plc
COMPANY STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2008

Share

Share Share Options Retained Total

Capital Premium Reserves Earnings Equity

£'000 £'000 £'000 £'000 £'000

Balance at 1 January 2007 2,283 3,211 5 (773) 4,726
Loss for the year - - - (241)  (241)
Total recognised income and expenses for the year - - - (241) (241)
Share based payments - - 2 - 2
Balance at 31st December 2007 2,283 3,211 7 (1,014) 4,487
Loss for the year - - - (1,967) (1,967)
Total recognised income and expenses for the year - - - (1,967) (1,967)
Share based payments - - - - -
Balance at 31st December 2008 2,283 3,211 7 (2,981) 2,520

18



MediaZest plc

CONSOLIDATED CASH FLOW STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2008

Cash Flows from Operating Activities
Cash used in operations
Net cash (used in) operating activities

Cash Flows from Investing Activities

Purchase of property, plant and equipment
Proceeds from disposal of property, plant and eqaig
Net cash (used in) investing activities

Cash Flow from Financing Activities

Invoice discounting facility

Interest paid

Net cash generated from / (used in) financing actites
Net increase / (decrease) in cash and cash equivake

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

19

Note

19

2008 2007
£000  £000
(118) (470)
(118) (470)
(27) (67)
; 4
(27) (63)
220 -
(1) (2)
213 ()
68 (535)
34 569

102 34




MediaZest plc

COMPANY CASH FLOW STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2008

Cash Flows from Operating Activities

Cash used in operations

Net cash (used in) operating activities

Cash Flows from Investing activities

Repayment of intercompany loans

Net cash generated from investing activities

Cash Flows from Financing activities

Interest received

Net cash generated from financing activities

Net increase/(decrease) in cash and cash equivakent

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

20

Note

19

2008 2007
£000  £000
(264) (367)
(264) (367)

268 -
268 -
4 (367)
1 368
5 1




MediaZest plc
NOTES TO THE FINANCIAL STATEMENTS
1.  ACCOUNTING POLICIES

The principal accounting policies are summarisetbve They have all been applied consistently
throughout the period covered by these financakstents.

Basis of preparation

The financial information has been prepared in atmace with International Financial Reporting
Standards (IFRS). The financial statements have pespared in accordance with IFRS as adopted by
the European Union applied in accordance with tiogipions of the Companies Act 1985.

The financial statements have been prepared uhddristoric cost convention unless otherwise stated

Going Concern

In view of the losses and cash outflows incurredh®yGroup, the Directors have carefully considered
the going concern assumption on the basis of fiahpeojections and the factors outlined below, and
existing debt based facilities as set out in Né&e 1

The Directors have considered financial projectitvased upon known future invoicing, existing
contracts, pipeline of new business, previous e&pee in the various markets in which it operates a
the seasonal nature of each of these markets.diticadthese forecasts have been considered in ligh
of the global recession and the decline in Groupawer in the first half of the year. They alsoleet

the significant cost restructuring that has beettediaken in the final quarter of 2008 and the firasif

of 2009 as a response to these conditions. Theseafsts indicate that the company will generate
sufficient cash resources to meet its liabilitisstlzey fall due over the 12 month period from theed

of the approval of the accounts.

However, the Board believes it is necessary andgmuto raise further funding due to historicakkes
and the inherent uncertainty in forecasting fureneenue, and in particular the timing of such rexen

in the current economic climate. As such it issaaircular to Shareholders on 12 June 2009 to stque
powers to re-organise the share capital of the Gmy@and furthermore powers to raise share capital.
Over the past six months the Board has engagecdhimder of discussions with interested parties and
existing shareholders to this end and believewiilde achieved in the second half of 2009.

As a result the directors consider that it is appete to draw up the accounts on a going concern
basis. Accordingly, no adjustments have been nadeflect any write downs or provisions that
would be necessary should the Group prove not @ ¢p@ng concern, including further provisions for
impairment to goodwill and investments in Group pamies.

New Standards and interpretations

Note 27 contains a list as at the date of authtmisadf these financial statements of Standards and
Interpretations which have not been applied ingHesancial statements and were in issue but niot ye
mandatorily effective.

The directors do not anticipate that the adoptibthese statements and interpretations will have a
material impact on the Group’s financial statememtie period of initial application.
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MediaZest plc
NOTES TO THE FINANCIAL STATEMENTS
1. ACCOUNTING POLICIES (continued)

Critical accounting judgements

The preparation of financial statements in conftymwvith generally accepted accounting practice
requires management to make estimates and judgentientaffect the reported amounts of assets and
liabilities as well as the disclosure of contingassets and liabilities at the balance sheet datelee
reported amounts of revenues and expenses duengplorted period.

Estimates and judgements are continually evaluatetlare based on historical experience and other
factors, including expectations of future eventsttlare believed to be reasonable under the
circumstances.

The most significant judgements relate to the gaimgcern assumption and to the non-recognition of
deferred tax assets.

Key sources of estimation uncertainty

Impairment of goodwill

Determining whether goodwill is impaired requires @stimation of the value in use of the cash
generating units to which goodwill has been alledaiThe value in use calculation requires the Group
to estimate the future cash flows expected to d@rge the cash generating unit and a suitable disto
rate in order to calculate the present value. Nwigion for impairment was made in the year and the
carrying value of goodwill at the balance sheeéededs £2,772,000.

Basis of Consolidation

The Group financial statements incorporate thenfirel statements of the Company and entities
controlled by the Company (its subsidiaries) predao 31 December, each year. Control is achieved
where the Company has the power to govern the dinhand operating policies of an investee entity

S0 as to obtain benefits from its activities.

All intra-group transactions, balances, income exypkenses are eliminated on consolidation.

Revenue Recognition

Revenue is measured at the fair value of the cersidn received or receivable. Revenue is reduced
for estimated customer returns, rebates and oitméas allowances.

Sales of goods

Revenue from the sale of goods is recognised whémeafollowing conditions are satisfied:

» the Group has transferred to the buyer the sigmfigisks and rewards of ownership of the
goods;

« the Group retains neither continuing manageriablvement to the degree usually associated
with ownership nor effective control over the gosddd;

» the amount of revenue can be measured reliably;

* it is probable that the economic benefits assodiatigh the transaction will flow to the entity
and,;

« the costs incurred or to be incurred in respetheftransaction can be measured reliably.
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NOTES TO THE FINANCIAL STATEMENTS
1. ACCOUNTING POLICIES (continued)

Rendering of services

Revenue from a contract to provide services isgeised by reference to the stage of completion of
the contract. The stage of completion of the canisadetermined as follows:

» installation fees are recognised by reference & stage of completion of the installation,
determined as the proportion of the total time etgxk to install that has elapsed at the balance
sheet date;

» servicing fees included in the price of productsaie recognised by reference to the proportion
of the total cost of providing the servicing foetproduct sold, taking into account historical
trends in the number of services actually provideghast goods sold; and

* revenue from time and material contracts is recgaghiat the contractual rates as labour hours
are delivered and direct expenses are incurred.

Rental Income

The Group’s policy for recognition of revenue framperating leases is described below.
Taxation

Income tax expense represents the sum of the taantly payable and deferred tax.
Current tax

The tax currently payable is based on taxable fgrédr the year. Taxable profit differs from prodis
reported in the consolidated income statement Isecaexcludes items of income or expense that are
taxable or deductible in other years and it furtkecludes items that are never taxable or dedectibl
The Group’s liability for current tax is calculategsing tax rates that have been enacted or
substantively enacted by the balance sheet date.

Deferred tax

Deferred tax is recognised on the difference betmtbe carrying amounts of assets and liabilities in
the financial statements and the correspondindpéeses used in the computation of taxable profd, an
is accounted for using the balance sheet liabititgthod. Deferred tax liabilities are generally
recognised for all taxable temporary differences| deferred tax assets are generally recogniseallfor
deductible temporary differences to the extent ihat probable that taxable profits will be avaii
against which those deductible temporary differerean be utilised. Such assets and liabilitieshate
recognised if the temporary difference arises fgodwill or from the initial recognition (other tha

in a business combination) of other assets andifieb in a transaction that affects neither tarable
profit nor the accounting profit.
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MediaZest plc
NOTES TO THE FINANCIAL STATEMENTS
1. ACCOUNTING POLICIES (continued)

Taxation (continued)

Deferred tax (continued)

Deferred tax liabilities are recognised for taxalelmporary differences associated with investments
subsidiaries and associates, and interests inyeimtures, except where the Group is able to cbtiteo
reversal of the difference and it is probable ttheg temporary difference will not reverse in the
foreseeable future. Deferred tax assets arising fleductible temporary differences associated with
such investments and interests are only recognselde extent that it is probable that there wél b
sufficient taxable profits against which to utilige benefits of the temporary differences and ey
expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is vedeat each balance sheet date and reduced to the
extent that it is no longer probable that suffitiexable profits will be available to allow all part of
the asset to be recovered.

Deferred tax assets and liabilities are measurdldeatiax rates that are expected to apply in thege

in which the liability is settled or the asset readl, based on tax rates (and tax laws) that haee b
enacted or substantively enacted by the balanas dslage. The measurement of deferred tax lialslitie
and assets reflects the tax consequences that wolldbdv from the manner in which the Group
expects, at the reporting date, to recover oreseli carrying amount of its assets and liabilities
Deferred tax assets and liabilities are offset wteme is a legally enforceable right to set offrent

tax assets against current tax liabilities and wtiesy relate to income taxes levied by the same
taxation authority and the Group intends to sétgleurrent tax assets and liabilities on a netsbas

Tangible Fixed Assets

Tangible fixed assets are stated at cost less clafios. Depreciation is provided to write off thest
less estimated residual value in equal annuallmstats over the estimated useful economic lives of
the assets. The estimated useful economic liveasfollows:

Leasehold land and buildings - original leaseter
Plant, vehicles and equipment - 1to 7 years

Investments

Investments in subsidiaries held as fixed assetstated at cost less provision for any impairment.

Inventories

Inventories are stated at the lower of cost andewisable value. Cost comprises direct mateaats
where applicable direct labour costs, and thoseheaels that have been incurred in bringing the
inventories to their present location and conditidet realisable value represents the estimatdidgel
price, less all estimated costs to completion aostscto be incurred in marketing, selling and
distribution.
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NOTES TO THE FINANCIAL STATEMENTS
1. ACCOUNTING POLICIES (continued)

Financial Instruments

Financial assets and financial liabilities are ggased on the balance sheet when the Group becames
party to the contractual provisions of the instrame

Financial Assets

Loans and receivables

Trade receivables and other receivables that haged br determinable payments that are not quated i
an active market are classified as loans and rebksgs. Loans and receivables are initially measated
fair value and subsequently measured at amortiestlusing the effective interest method less any
impairment. Interest income is recognised by apgythe effective interest rate except for shonnter
receivables, when the recognition of interest wdaddmmaterial.

Impairment of Financial Assets

Financial assets other than those at fair valuassessed for indicators of impairment at eacmbala
sheet date. Financial assets are impaired where thebjective evidence that as a result of one or
more events that occurred after the original rettagnof the financial asset, the estimated futceish
flows of the investment have been impacted.

For financial assets carried at amortised costatheunt of the impairment is the difference between
the asset’s carrying amount and the present vdestonated future cash flows, discounted at the
financial asset’s original effective interest rate.

The carrying amount of the financial asset is redulsy the impairment loss directly for all finardcia
assets with the exception of trade receivablesyavtie carrying amount is reduced through the fise o
an allowance account. When a trade receivablensidered uncollectable, it is written off agairts t
allowance account. Subsequent recoveries of amguatsously written off are credited against the
allowance account. Changes in the carrying amotitihe allowance account are recognised in the
income statement.

If, in a subsequent period, the amount of the immpant loss decreases, and the decrease can lelrelat
objectively to an event occurring after the impainnh was recognised, the previously recognised
impairment loss is reversed through the incomeestant to the extent that the carrying amount of the
investment at the date the impairment is reverses chot exceed what the amortised cost would have
been had the impairment not been recognised.
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NOTES TO THE FINANCIAL STATEMENTS
1. ACCOUNTING POLICIES (continued)

Derecognition of Financial Assets

The Group derecognises a financial asset only vihercontractual rights to the cash flows from the
asset expire; or it transfers the financial asedt fubstantially all the risks and rewards of owhgr

of the asset to another entity. If the Group rezitihansfers nor retains substantially all thesiakd
rewards of ownership and continues to control thasferred asset, the Group recognises its retained
interest in the asset and an associated liabibityamounts it may have to pay. If the Group retain
substantially all the risks and rewards of owngrgiiia transferred financial asset, the Group oot

to recognise the financial asset and also recognéseollateralised borrowing for the proceeds
received.

Financial Liabilities

Classification as debt or equity

Debt and equity instruments are classified as efthancial liabilities or as equity in accordanegh
the substance of the contractual arrangement.

Equity Instruments

An equity instrument is any contract that evidenaagsidual interest in the assets of an entitgraft
deducting all of its liabilities. Equity instrumentssued by the Group are recorded at the proceeds
received, net of direct issue costs.

Other Financial Liabilities

Other financial liabilities are initially measuratfair value, net of transaction costs.

Other financial liabilities are subsequently meaduat amortised cost using the effective interest
method, with interest expense recognised on awcteféeyield basis.

The effective interest method is a method of calwud) the amortised cost of a financial liabilityda
of allocating interest expense over the relevaribgeThe effective interest rate is the rate #wactly
discounts estimated future cash payments througlexpected life of the financial liability, or, wige
appropriate, a shorter period.

Derecognition of financial liabilities

The Group derecognises financial liabilities whemd only when, the Group’s obligations are
discharged, cancelled or they expire.

Leasing

Leases are classified as finance leases whenevégrths of the lease transfer substantially alfigles
and rewards of ownership to the lessee. All othasés are classified as operating leases.
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NOTES TO THE FINANCIAL STATEMENTS
1. ACCOUNTING POLICIES (continued)

The Group as lessor

Rental income from operating leases is recognised siraight line basis over the term of the raieva
lease. Initial direct costs incurred in negotiatangd arranging the operating lease are added to the
carrying amount of the leased asset and recognisedstraight-line basis over the lease term.

The Group as lessee

Operating lease payments are recognised as an sxjpena straight-line basis over the lease term,
except where another systematic basis is more geptative of the time pattern in which economic
benefits from the leased asset are consumed. @entirrentals arising under operating leases are
recognised as an expense in the period in whichdheincurred.

In the event that lease incentives are receive@nter into operating leases, such incentives are
recognised as a liability. The aggregate benefitnoéntives is recognised as a reduction of rental
expense on a straight line basis, except wherehanglstematic basis is more representative of the
time pattern in which economic benefits from thasksd asset are consumed.

Foreign currencies

The individual financial statements of each groufitg are presented in the currency of the primary
economic environment in which the entity operaiés functional currency). For the purpose of the

consolidated financial statements, the resultsfenashcial position of each group entity are expeess

in Pounds Sterling (£) which is the functional emecy of the Company and the presentation currency
for the consolidated financial statements.

In preparing the financial statements of the indlinal entities, transactions in currencies othen tha
entity’s functional currency (foreign currency) aexorded at the rates of exchange prevailing et th
dates of the transactions. At each balance shestmanetary items denominated in foreign currencie
are retranslated at the rates prevailing at thanoal sheet date. Non-monetary items carried at fair
value that are denominated in foreign currenciesetranslated at the rates prevailing at the whtn

the fair value was determined.

Exchange differences are recognised in the incdatersent in the period in which they arise.

Trade payables at 31 December 2008 included didnotide any overseas suppliers (2007 — Euro
18,123).

Pension Scheme

The Group makes payments to certain employeesbRar®ension schemes. Costs incurred during the
year are charged to the income statement as thejuta
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MediaZest plc

NOTES TO THE FINANCIAL STATEMENTS

2. REVENUE

Revenue for the year can be analysed by custoroatidn as follows:

UK and Channel Islands
Rest of Europe

North America

Rest of World

Segmental revenue and results

2008 2007
£:000 £000
4,190 3,605
101 109
20 -
113 143

4,424 3,857

All of the Groups net assets are located in theddH all revenue is generated by one class of besine

that of audio visual supply, service and instadlati

3. OPERATING LOSS

This is stated after charging/(crediting):

Depreciation of owned assets
Operating lease rentals paid:
- land andltimgs
- other
Rentals receivable under operating leases fallireg d
within 2-5 years

4. AUDITORS REMUNERATION

Fees payable to the Group’s auditor for the audi®
Group’s annual accounts

- Audit services

- Audit of Company’s subsidiaries
- Others services — Taxation
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2008 2007
£'000 £'000
47 61
99 121
33 33
(19) (19)
2008 2007
£'000 £'000
16 16
15 15
9 9




MediaZest plc
NOTES TO THE FINANCIAL STATEMENTS

5. STAFF COSTS

2008 2007
Number Number
The average number of persons, including
executive directors, was:
Management 7 8
Other 26 23
2008 2007
Staff costs for the above persons were: £'000 £'000
Wages and salaries 1,211 1,118
Social security costs 137 138
Pension costs 10 10
1,358 1,266
2008 2007
Directors’ short-term benefits £'000 £'000
Salaries Salaries
Executive Directors
Sean Reel - 8
Christopher Theis - 70
Geoff Robertson 95 99
Andrew Hawkins * 82 73
Non Executive Directors
Lance O'Neilll 25 25
Total 202 275

* For the period to 5 April 2008, Mr Hawkins’ remuagon of £20,000 was recorded in MediaZest
Ventures and from 6 April 2008 remuneration of £6, for the balance of the year in the accounts of
MediaZest plc. For the purposes of disclosure ¢itv@ remuneration received for the year is included
above.
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NOTES TO THE FINANCIAL STATEMENTS

5. STAFF COSTS (continued)

The remuneration of the highest paid director durthe year was £95,000 (2007: £99,000). No
directors are accruing benefits under money puepagsion schemes.

6. FINANCE COSTS

2008 2007
£'000 £'000
Bank interest and charges 7 2
7. TAXATION
2008 2007
£'000 £'000
Current tax - -
Deferred tax - -
Total tax expense for the period - -
The difference between the total tax expense stabone and the amount
Calculated by applying that standard rate of UKpooation tax to the loss
before tax is as follows: 2008 2007
£'000 £'000
Loss before taxation (605) (497)
Tax on loss on ordinary activities at standard Wiporation tax (172) (149)
rate of 28.5% (2007: 30%)
Effects of:
Expenses not allowable for taxation 4 19
Capital allowances in excess of depreciation (13) (28)
Other fixed asset differences, adjustments & moveése - 1
Losses carried forward 181 157

Total tax expense for the period - -
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NOTES TO THE FINANCIAL STATEMENTS
7. TAXATION (continued)

A potential deferred tax asset of £3,045,000 (2@&2;881,000) in respect of the following have not
been provided for on the basis that there is ingafit certainty over the date that they will beised.

2008 2007
£'000 £'000

Losses carried forward 2,982 2,805
Timing differences in respect of accelerated chpitawances 63 76
Deferred tax asset unprovided 3,045 2,881

8. RESULTS ATTRIBUTED TO MEDIAZEST PLC

The Company has taken advantage of the exemptiowead under section 230 of the Companies Act
1985 and has not included its own profit and lagoant in these financial statements. The Company’s
loss for the year was £1,967,000 (2007 - £241,000).

9. LOSS PER ORDINARY SHARE

2008 2007
£000 £000
Losses
Losses for the purposes of basic and diluted egsnoer 605 497

share being net loss attributable to equity shddeins

Number of shares
Weighted average number of ordinary shares for the 22,825,327 22,825,327
purposes of basic earnings per share

Number of dilutive shares under option or warrant - -

Weighted average number of ordinary shares for the 22,825,327 22,825,327
purposes of dilutive loss per share

Basic loss per share is calculated by dividingldss attributed to ordinary shareholders of £60%,00

(2007: £497,000) by the weighted average numbeshafes during the year of 22,825,327 (2007:
22,825,327). The diluted loss per share is idehta#hat used for basic loss per share as theceseer

of warrants and options would have the effect aluoeng the loss per share and therefore is not
dilutive.
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NOTES TO THE FINANCIAL STATEMENTS
10. GOODWILL
£'000

Net book amount
At 1 January 2007 and 31 December 2008 2,772

Goodwill acquired in a business combination isadted at acquisition, to the cash generating units
(CGUs) that are expected to benefit from that le&sncombination. The carrying amount of goodwill
has been allocated as follows:

2008 2007
£000 £000
MediaZest Ventures Limited 113 113
Touch Vision Limited 2,659 2,659
2,772 2,772

The group tests goodwill annually for impairment, more frequently if there are indications that
goodwill might be impaired.

The recoverable amounts of the CGUs are determirmd value in use calculations. The key
assumptions for the value in use calculations laosd regarding the discount rates, growth rates and
expected changes to selling prices and directngeliosts during the period. Management estimates
discount rate using pre-tax rates that reflectesurmarket assessments of the time value of momgty a
the risks specific to the CGUs as up to 10%. Tlosvgr rates are based on recent historical datargut
opportunities and orders placed. Changes in gefiiices and direct costs are based on past peactic
and expectations of future changes in the market.

The group prepares cash flow forecasts derived fiteenmost recent financial budgets approved by
management for the next five years and extrapolzeh flows for the following five years based on
estimated growth rates that do not exceed the ggdoag term growth rate for the relevant markets.
For accounting purposes, management had estinteetbhg term growth rates are assumed to be less
than 5%, although they believe the Company hapatential for much greater growth.
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NOTES TO THE FINANCIAL STATEMENTS

11. PROPERTY, PLANT AND EQUIPMENT

Group 2008

Cost

At 1 January 2008
Additions
Disposals

At 31 December 2008

Depreciation

At 1 January 2008
Provided during the year
Disposals

At 31 December 2008

Net Book Value
At 31 December 2008

At 31 December 2007

Group 2007

Cost

At 1 January 2007
Additions
Disposals

At 31 December 2007

Depreciation

At 1 January 2007
Provided during the year
Disposals

At 31 December 2007

Net Book Value
At 31 December 2007

At 31 December 2006

Leasehold land
and buildings
£'000

79
8

87

54

58

29

25

Leasehold land
and buildings
£'000

79

79

51

54

25

28

33

Plant, vehicles

and equipment Total

£'000 £'000

715 794

19 27

734 821

633 687

43 47

676 734

58 87

82 107

Plant, vehicles

and equipment Total
£'000 £'000

666 745

67 67

(18) (18)

715 794

589 640

58 61

(14) (14)

633 687

82 107

77 105
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NOTES TO THE FINANCIAL STATEMENTS

12. INVESTMENTS IN SUBSIDIARIES

Shares in Loans to

group group
Investments undertakings  undertakings Total

£'000 £000 £'000
Cost
At 1 January 2008 2,963 1,237 4,200
Repayment of loans to group
undertakings - (268) (268)
At 31 December 2008 2,963 969 3,932
Provision for impairment
At 1 January 2008 - - -
Charged during the year 711 969 1,680
At 31 December 2008 711 969 1,680
Net Book Value
At 1 January 2008 2,963 1,237 4,200
At 31 December 2008 2,252 - 2,252

At 31 December 2008 the Company held the followitigrests in unlisted subsidiary undertakings.

Country of Proportion

Name of company incorporation held Business
MediaZest Ventures Limited UK 100% Media
Touch Vision Limited UK 100% Audio Visual Supply Bastallation
Electronic Media Promotions Limited *UK 100% Dormant

* Held directly by Touch Vision Limited.

13.  INVENTORIES

2008 2007
£000 £000
Finished Goods 107 172

The cost of inventories recognised as an expersdéaluded within cost of sales amounted to
£2,846,000 (2007: £2,328,000).

34



MediaZest plc
NOTES TO THE FINANCIAL STATEMENTS

14. TRADE AND OTHER RECEIVABLES

The The The The
Group Group Company Company
2008 2007 2008 2007

£'000 £'000 £'000 £'000

Trade receivables 529 769 12 12
Amounts owed by group undertakings - - 345 323
Other taxes 6 2 6 2
Other receivables 6 70 5 12
Prepayments and accrued income 76 211 3 25

617 1,052 371 374

The Group and Company’s credit risk is primariliribtitable to its trade and other receivables. Base
on prior experience and an assessment of the ¢uemmnomic environment, the Directors have
considered any provision for irrecoverable amouhé& was required and consider that the carrying
amount of these assets approximates their faievalu

Included in the Group’s trade receivables balameedebtors with a carrying amount of £126,000

(2007 - £207,000) which are past due at the rempdate for which the Group has not provided as the
amounts are still considered recoverable and néoéna#ly impaired. The Group does not hold any

collateral over these balances.

Ageing of past due but not impaired

2008 2007

£000 £000

31 - 60 days 112 73
61 — 90 days 15 83
91 + days 102 51
229 207

The largest single trade debtor at 31 December 2G8£61,533 - 12% (2007 - £145,582 - 19%) of
total trade debtors, full payment was received pesar end. Debtor impairment provisions at the year
end of £20,000 (2007: £42,000) have been accodated

15. TRADE AND OTHER PAYABLES

The The The The
Group Group Company Company
2008 2007 2008 2007

£'000  £'000 £'000 £'000

Bank overdraft and similar facilities 220 - - -
Trade payables 529 468 57 45
Other payables 103 7 - 7
Accruals and deferred income 203 442 45 32

1,055 917 102 84
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15  TRADE AND OTHER PAYABLES (continued)

The Directors consider that the carrying amountrade and other payables approximates to their fair
value and the Group has financial risk managemelittigs in place to ensure that all payables aré pa
within the credit timeframe.

Included within other payables is a loan of £85,08@07: nil) owed to a shareholder of the Company.
£48,500 of the loan has been repaid as at the afatiee signing of these accounts, and currently
£37,500 remains outstanding.

At the period end, the Group had an invoice distiagrfacility of up to £450,000 of which there were
£220,000 of funds in use plus an interim unuseddraé facility of £50,000. These facilities were
both through wholly owned subsidiary Touch Visiondasecured under an all assets debenture
consistent with that held over a previously grari2d@0,000 overdraft facility, which the new facédg
have replaced.

Post year end the Group entered into a second davdiscounting agreement, over MediaZest
Ventures trade receivables with the same sharehalfdEEP&F Capital plc a company associated with
Lance O'Neill. This facility’'s terms mirrored thos# the existing Touch Vision facility and the
company has been advanced £93,241 at the cunmemutider the terms of this agreement.

16. CURRENT TAX LIABILITY

The The The The
Group Group Company Company
2008 2007 2008 2007

£'000 £'000 £'000 £'000

Social security 110 95 6 4

17. CALLED UP SHARE CAPITAL

2008 2008 2007 2007
Number Number
of shares £'000 of shares £'000
Authorised
Ordinary shares of 10 pence 100,000,000 10,000 100,000,000 10,000
Allotted, called up and fully paid
Ordinary shares of 10 pence 22,825,327 2,283 22,825,327 2,283

At 31 December 2008 and 31 December 2007, the Caoynpad in issu€l,500,000 warrants to
subscribe for ordinary shares in the Company gié?Ce per share, such warrants to be exercisable at
any time between the date falling seven days #fterannouncement of the Company’s preliminary
results for the year ending 31 December 2005 arfgéeb?uary 2015.

The Company had a further 1,394,000 warrants teailie for ordinary shares in the Company at 50
pence per share at 31 December 2008 and 31 Dec@®®eér The warrants are exercisable at any time
between the date falling seven days after the amoesuent of the Company’s preliminary results for
the year ending 31 December 2005 and 22 Februat$, 26 on a takeover or winding up of the
Company.
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18. CASH AND CASH EQUIVALENTS

The The The The
Group Group Company  Company
2008 2007 2008 2007
£000 £'000 £000 £'000
Cash held at bank 102 34 5 1
Invoice discounting facility (220) - - -
Cash and Cash Equivalents (118) 34 5 1

19. CASH GENERATED FROM/(USED IN) OPERATIONS - GROUP
The The The The
Group Group Company Company
2008 2007 2008 2007
£'000 £'000 £'000 £'000
Operating Loss (598) (495) (1,967) (241)
Share option charge - 2 - 2
Depreciation charge 47 61 - -
Impairment of investment - - 1,680 -
(Increase)/decrease in inventories 65 (30) - -
Increase/(decrease) in payables (67) 509 20 (119
(Increase)/decrease in receivables 435 (517) 3 (9)
Net cash outflow from operating activities (118) (470) (264) (367)
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20.  LEASING COMMITMENTS

The Group has commitments under non-cancellableatpg leases for which payments extend over a
number of years as follows:

2008 2007
Land and Other Land and Other
buildings buildings
£'000 £'000 £'000 £'000
Due
- within one year 102 34 60 50
- within two to five years 302 22 65 57
- after five years - - - -
404 56 125 107

21. CAPITAL COMMITMENTS
There were no capital commitments at 31 Decemb@8 20007: £nil).
22. CONTINGENT LIABILITIES

There were no contingent liabilities at 31 Decen@)8 (2007: £nil).
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23.  FINANCIAL INSTRUMENTS

The Group’s financial instruments comprise cashaash equivalents and items such as trade payables
and trade receivables which arise directly fromoiperations. The main purpose of these financial
instruments is to facilitate for the Group’s opamas.

The Group’s operations expose it to a variety official risks including credit risk, liquidity risk
interest rate risk and foreign currency exchange mak. Given the size of the Group, the direstor
have not delegated the responsibility of monitoffimgncial risk management to a sub-committee of
the board. The policies set by the board of dimsctre implemented by the company’s finance
department.

Credit risk

The Group’s credit risk is primarily attributable its trade receivables. The Group has implemented
polices that require appropriate credit checksatemtial customers before sales are made. The amoun
of exposure to any individual counterparty is sabj@ a limit, which is reassessed annually by the
board.

The carrying amount of financial assets represtiigisnaximum credit exposure. The maximum credit
exposure of the group to credit risk at the repgrtiate was:

2008 2007
£'000 £'000
Trade receivables 529 769
Cash and cash equivalents 102 34

The company has no credit risk beyond its intercamym@amounts.
These are the only amounts classified as loansea®ivables under IAS 39.
Interest rate risk

The Group has interest bearing assets and inteeasing liabilities. Interest bearing assets cosgpri
only cash and cash equivalents which earn intatestvariable rate.

At the year end, the Group had an unused overthaiity of up to £50,000 which has subsequently
been increased to £100,000 until 30 June 2009 rsgawnder an all assets debenture and interest is
charged at a variable rate based on LIBOR plus affhglthe year (2007 - 1%).

The Group has not entered into any derivative @retisns during the period under review.

The Group’s cash and cash equivalents earned shtatea variable rate based on prevailing market
rates on a monthly basis, which typically rangedaup.14 % (2007 — up to 6.4%).

Liquidity risk
The Group maintains short-term debt finance thdesgned to ensure it has sufficient availablelfun

for operations and planned expansions. The Groumgtors its levels of working capital to ensure that
it can meet its debt repayments as they fall due.
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The following table shows the contractual matusited the Group’s financial liabilities, all of whic
are measured at amortised cost:

At 31 December 2008 Trade and Invoice Total
other  discounting
Payables facility
£'000 £000 £'000
6 months or less 835 220 1,055
Total contractual cash flows 835 220 1,055
Carrying amount of financial liabilities measuredaanortised 835 220 1,055
cost
At 31 December 2007 Trade and Total
other
Payables
£'000 £'000
6 months or less 917 917
Total contractual cash flows 917 917
Carrying amount of financial liabilities measuredeortised cost 917 917

The Company’s financial liabilities comprise trgokeyables with a carrying amount equal to the gross
cash flows payable of £529,000 (2007: £468,000) oéllwhich are payable within 6 months,
borrowings under an invoice discounting facility £220,000 (2007: nil), all of which are payable
within 6 months, and a loan of £85,000 (2007: oflwhich £49,000 has been repaid within 6 months
and the remaining £38,000 is repayable within 12tm® of the balance sheet date.

Market risk and sensitivity analysis

Foreign currency exchange rate risk

The Group is exposed to foreign currency exchaatgerisk as a result of trade payables which véll b
settled in euros. During the year the Group didamtér into any arrangements to hedge this risthes
directors did not consider the exposure to be Bagmt given the short term nature of the balances.
The Group will review this policy as appropriatethe future.

As at 31 December 2008, if the euro had weakenétl d@ainst sterling with all other variables held
constant, post-tax profit and equity would havernbgail (2007: £1,211) higher. Conversely, if the
euro had strengthened 10% against sterling witlothkr variables held constant, post tax profit and
equity would have been £nil (2007: £1,332) lower.
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Interest rate risk

The Group is exposed to interest rate risk astregpositive cash balances, denominated iniatgrl
which earn interest at a variable rate. As the @swgash balances have been placed for short term
periods on the money markets and interest earnecusrent account balances is immaterial,
meaningful sensitivity analysis is not possiblettoe Group’s exposure to interest rate risk.

Capital risk management

The Group defines Capital as being Share CapithRaservesThe Group’s objectives when
managing capital are to safeguard the Group’stglddicontinue as a going concern in order to gtevi
returns for shareholders and maintain an optimgaitalastructure to reduce the cost of capital.

24, RELATED PARTY TRANSACTIONS

The Company has related party transactions withd@% owned subsidiary companies and with other
parties as follows:

Key management personnel remuneration for the yess £228,000 (2007: £310,000) which is
equivalent to Directors remuneration for the Gralipclosed in note 5 after adding share based
payments and employers national insurance conimitit Of this amount, £202,000 (2007 - £245,000)
relates to short term benefits and £26,000 (20875;000) relates to social security costs. Thenewe
no other related party transactions with management

Lance O’Neill is director of EP&F Capital Advisotyd. During the year, EP&F Capital Advisory Ltd
provided accounting and consultancy services toQbmpany amounting to £6,000 (2007: £9,961).
The Company owed £6,090 to EP&F Capital Advisony &t the year-end date (2007: £9,961).

Group 2008 Subsidiaries Shareholders Total

£000 £000 £000
Sales 466 - 466
Purchases 466 6 472
Group 2007 Subsidiaries Shareholders Total

£'000 £000 £'000
Sales 407 - 407
Purchases 407 10 417

Balances with group companies are shown in note 14.
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25. SHARE BASED PAYMENTS
During 2006, the company issued share options tplames. The options were granted at various
dates between August and October. The options grarged on terms that they will vest on the third
anniversary of the grant date, and will be settgdhe issue of ordinary shares of 10 pence. The
options may not be exercised later than the dagrbdghe tenth anniversary of the grant date. @ptio

holders must remain employees in order to meete¢keng conditions.

Details of the share options outstanding duringyttes are as follows:

2008
Number of Weighted
share average

options  exercise price

Outstanding at the beginning of the period 580,350 15p
Granted during the period -
Forfeited during the period 52,871 15p

Exercised during the period -
Expired during the period -

Outstanding at the end of the period 527,479 15p
Exercisable at the end of the period - 15p

The historical value of the options is measuredhgyuse of a binomial pricing model. The input®int
the binomial model were as follows:

2006
Share price at grant date 7.50p-11p
Exercise price 15p
Volatility 30%-45%
Expected life 5
Risk free rate 4.65%-4.91%
Expected dividend yield Nil

Expected volatility was determined by calculatihg thistorical volatility of the Group’s share price
over the year prior to the grant date. The expelitedised in the model has been adjusted, based on
management’s best estimate, for the effects oftrersferability, exercise restrictions, and behaxab
considerations. The weighted average contractigabfioptions outstanding at 31 December 2008 was
3 years (2007: 3 years)

The Group recognised total expenses of £nil relaiezhjuity-settled share-based payment transactions
in 2008 (2007 - £2,000).

26. POST BALANCE SHEET EVENTS

On 12 June 2009, the Board issued a circular toebb&ders to request powers to re-organise theeshar
capital of the Company and furthermore powers iserahare capital.
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LIST OF PUBLISHED IFRS AS ADOPTED BY THE EU THAT ARE NOT
EFFECTIVE FOR THE FINANCIAL STATEMENTS FOR THE PERI OD ENDED 31
DECEMBER 2008

the date of authorisation of these financiatesteents, the following standards and interpretation

which are issued but not yet effective, have nenbapplied:

IFRS 1 Revised IFRS 1 First-time adoption of IFRS

IFRS 2 Share-based payments — Amendment, vestmdjtmmns and cancellations

IFRS 3 Business combinations — Comprehensive mvisn applying the acquisition method

IFRS 7 Financial Instruments: Disclosures — Amenalieeclassification of Financial Assets
IFRS 8 Operating segments

IAS 1 Presentation of Financial Statements — Cohmgrsive revision including requiring a
statement of comprehensive income

IAS 23 Borrowing Costs — Comprehensive revisioprihibit immediate expensing

IAS 27 Consolidated and Separate Financial StatsmeAmendments arising from IFRS 3

IAS 27 Consolidated and Separate Financial StattreAmendment; Cost of an investment in a
subsidiary, jointly controlled entity or associate

IAS 28 Investment in Associates — Consequentialraiments arising from IFRS 3

IAS 32 Financial Instruments: Presentation

IAS 39 Financial Instruments: Recognition and Meesent — Amendment; Reclassification of
Financial Assets

IAS 39 Financial Instruments: Recognition and Measwent — Amendment; Eligible Hedged Items

Amendments to IFRSs arising from Annual Improveradhjects:

IFRS 2 Share-based Payments: clarifying the scop&8 20 and revised IFRS 3
IFRS 5 Non-current Assets Held for Sale and Disooeid Operations: Disclosures
IFRS 7 Financial Instruments: Disclosures

IFRS 8 Operating Segments: Disclosure of infornmaéibout segment assets
IAS 1 Presentation of Financial Statements

IAS 7 Statement of Cash Flows

IAS 8 Accounting Policies, Changes in AccountingifBates and Errors

IAS 10 Events after the Reporting Period

IAS 16 Property, Plant and Equipment

IAS 17 Leases: Classification of leases of land launttings

IAS 18 Revenue

IAS 19 Employee Benefits

IAS 20 Accounting for Government Grants and Disgtesof Government Assistance
IAS 23 Borrowing Costs

IAS 27 Consolidated and Separate Financial Statesmen

IAS 28 Investment in Associates

IAS 29 Financial Reporting in Hyperinflationary Emomies

IAS 31 Interests in Joint Ventures

IAS 32 Financial Instruments: Presentation

IAS 36 Impairment of Assets

IAS 38 Intangible Assets

IAS 39 Financial Instruments: Recognition and Measent

IAS 40 Investment Properties
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27. LIST OF PUBLISHED IFRS AS ADOPTED BY THE EU THAT ARE NOT
EFFECTIVE FOR THE FINANCIAL STATEMENTS FOR THE PERI OD ENDED 31
DECEMBER 2008 (continued)

* |AS 41 Agriculture
* |FRIC 9 Reassessment of Embedded Derivatives: SziofpdrIC 9 and revised IFRS 3
* IFRIC 16 Hedges of a Net Investment in a Foreiger@gon

The directors anticipate that the adoption of tigsadards and Interpretations as appropriatetumefu

periods will have no material impact on the finahctatements of the Group when the relevant
standards come into effect for periods commencitey the balance sheet date.
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