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THE NATIONAL EXHIBITION CENTRE LIMITED

Directors’ Report For the Year Ended 31 March 2013
Report and financial statements

The Directors present their annual report and the audited financial statements of the group and the company for the year
ended 31 March 2013

Business review
Business structure

The company manages four exaiting venues in the West Midlands, namely The NEC {National Exhibition Centre) and the
LG Arena, located nine rmiles south-east of Birmingham and The ICC (International Convention Centre) and The NIA
(National Indoor Arena) in Birmingham city centre

Together the venues provide unrivalled flexibility for staging exhibntions, conferences, concerts, sporting championships
and entertatnment events for all to enjoy

In addiion, the company operates a number of service businesses It

. provides catering services under 1ts trading brand Amadeus,

. operates a national ticketing agency - The Ticket Factory,

. through NEC Group International provides strategic and operational management consultancy services in the UK
and internationally, in particular to The Convention Centre, Dublin,

. provides routing, marketing and other support services to owners and licencees of arena-based live events
content through its trading diviston MemoryHaus, and

. operates Eight Feet Tall, a full-service marketing agency for the live events sector

These venues and service businesses together make up the statutory NEC Group together with subsidiary and associate
undertakings (see note 24)

The company operates in two modes

. agency ventie management services provided to Birmingham City Council and National Exhibition Centre
{Developments) Plc, and
. principal operation and management of venues and services

Under a management agreement with Birmingham City Counall, the company operates as princtpal the business of The
NEC, The ICC, The NIA and the LG Arena However, 1t continues to manage halls 17-20 at The NEC as agent for National
Exhibttion Centre {Developments) Ple Birmingham City Council 1s principat in respect of land and buillding capntal and
infrastructure works and third-party tenancy agreements, which the company manages as Birmngham City Councif’s
agent

All of the service businesses are operated as principal
Birmingham City Council owns 99 99% of the company's ordinary share capital and 1s recognised as its ulimate parent

The NEC Group is organised and managed through business units The business urits are aggregated into reportable
segments according to economic characteristics, services, business processes and customer relationships

Funding structure and economic impact

Beyond a direct financial return, broader benefit to Birmingham City Counail accrues from the economic impact that the
group's activities have on the surrounding region In a study undertaken in 2008 by KPMG, the economic impact of NEC
Group venue actvity was estimated to generate £2 05 bilhion in wisitor and business expenditure each year, and to support
directly and indirectly the equivalent of more than 29,000 full-time equivalent jobs

Birmingham City Council provides financial support and guarantees that the group will be able to meet its debts as they fall
due




THE NATIONAL EXHIBITION CENTRE LIMITED
Directors® Report For the Year Ended 31 March 2013

Group financial performance
The financial results of the group comprise

. Trading results of wholly owned venues and businesses - The NEC apart from halis 17-20, the LG Arena, The ICC
and The NiA together with Amadeus, The Ticket Factory and other service businesses,
Agency fees from the management agreement with National Exhibition Centre {Developments) Plc,
Agency fees from management of venue tenants and capital works on behalf of Brmingham City Counctl, and
Consolidated results of subsidiaries and joint ventures

The results of the group for the year are set out in the comprehensive income statement on pagei1

Revenue from continuing operations at £136 Om increased by £25 4m compared to the previous year dnven largely by
£17 8m of one-off revenue from the contract to provide catering to the Olympic Park North as part of London 2012 and
the exhibttion cycle, with major non-annual exhibitions taking place in the year

The group recewves revenue grant funding from Birmingham City Council which takes the form of support for non-
commercial sporting events and financing of operating deficits under the provisions of the solvency agreement  Grant
revenue funding in the year was £13 1Tm (2012 £11 ém} and is included in other income in the Income statement

The profit for the year is £1 8m, a decrease of £0 7m compared to the previous year, largely due to changes in the amounts
recognised In the mcome statement for defined benefit pension costs under 1AS 19 The NEC Pension Fund defiet
increased by £4 6m to £25 7min the year (2012 £21 im), pnmarily driven by lower bond yields

Cash flow and financial liabilities

Group cash and cash equivalents decreased by £6 6m against the previous year end due to investing activities Under an
agreement dated 26 March 2013, the company repurchased £7 7m of the 10 625% unsecured Loan Stock 2014 from NEC
Finance plec, which then used the funds to repurchase £7 7m of the 10 625% Debenture Stock 2016 from Birmingham City
Councl

Venue overview

The NEC
The NEC is the UK's largest and one of Europe’s busiest exhibition venues, occupying a 610 acre site in the Metropolitan
Borough of Sobhull, just nine mdes from Birmingham City Centre The NEC comiprises exhibition halls, conference facilities,

associated property and car parks

Offering unrivalled flexibility across 182,000 square metres of covered exhibition space through 20 interconnecting halls,
The NEC welcomes around 2 million visitors a year to a diverse range of more than 125 trade and consumer exhibiuons
each year, ranging from world-famous public shows such as Crufts Dog Show, Clothes Show Live and BBC Gardeners’
World to international trade exhibitions including Spring Fair

The LG Arena .

The LG Arena, which sits within the NEC's 610 acre estate, 1s one of the leading entertainment venues in the world
Formerly The NEC Arena, the LG Arena completed a £29m refurbishmentin October 2009, which delivered increased
seating and improved bars, restaurants and hospitality

As one of the UK's largest entertainment venues, the LG Arena hosts world class mustc, sport and comedy events
throughout the year It has welcomed some of the biggest names in music including U2, Queen, Lady Gaga and Take That,
In addition to hosting high profile events ke BBC Sports Personality of the Year

The ICC
Located in the heart of the UK, the International Convention Centre Birmingham 1s one of Europe’s premier conference and

meetings venues, offering an extensive range of first-class facilites

From small meetings for just a few people to international conferences of several thousand delegates, The ICC boasts 10
meeting rooms and 10 conference halls, including its flagshtp Hall 1 auditorium

The venue hosts around 400 events and welcomes over 250,000 delegates every year The ICC s very proud of its award-
winning record, not to mention its people and green credentals, as it holds leading standards and accreditations for both
quahty (ISO 9001) and environmental {ISO 14001) management systems
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Directors’ Report For the Year Ended 31 March 2013

The NIA

The NIA, located in central Birmingham, 1s ane of the busiest, large-scale indoor sporting and entertainment venues in
Europe The multi-purpose venue s extremely flexible and has a lateral moving ngging mother-grid which allows the
capacity of the arena to move from over 14,000 down to ¢ 4,500 for more inbmate academy events

Each year the venue hosts hundreds of events from sport, music, live theatre and comedy to family entertainment The NIA
is consistently in use for over 175 days a year. More than 30 different sparts have taken place atthe NIA in its 20 year
history, and the venue has hosted more world championship sports events than any cther arena in Europe These events
range from the World Trampolining and Tumbling Championships to the BMX Werld Championships Additionally, with its
premier indoor athletics track, the NIA has also hosted the AVIVA Grand Prix and World Indoor Athletics

At the year-end a major re-development of the NIA was about to commence This scheme will deliver much-improved
public circulation, catening and hospitality areas as well as upgrading the venue infrastructure  The wark will take place
without closing the arena and the refurbished areas will be fully open by around the end of 2014, by which time the NIA
will have been re-named under a major sponsorship deal with Barclaycard

Service business overview

Amadeus

Amadeus prowides catering services across NEC Group venues and 1s also used by many third party clients at other
locations The catenng offer delivered by Amadeus ts very broad - from fast food to fine dining Amadeus delivers
through over 400 catering professionals, including 65 chefs

Away from the NEC Group venues Amadeus delivers both to fixed sites and events such as The Olympics and Paralympics
London 2012, the RHS Hampton Court Palace Flower Show and the Aberdeen Asset Management Scottish Open Golf
Championship

The Ticket Factory

The Ticket Factory operates an independent, national ticketing agency for live events It leverages considerable
experience in data-analytics and insight marketing to help national and international promoters maximise attendance and
sales The business supports aver 1,700 events a year selling in excess of 2 1 million tickets

NEC Group International

NEC Group offers consultancy and management services to venue owners and developers around the world  The business
continues to undertake a wide-range of assignments and 1s responsible for providing strategic management and
operational services to The Convention Centre, Dubhn

Strateg:c issues and nisks

The key nisks facing the group can be categorised into a number of common key themes

. Competition — Competition levels are high for all venues and service businesses, particularly in the exhibition and
conference markets,

* Growth — A number of sectors within the exhibition market are not growing at a rapid rate, with some in decline,

. New business models - As scope of the group's activity 1s extended away from the core venues, including
internaticnally, different risks and 1n some cases a higher level of nsk will need be managed,

. Economic chmate - The uncertain outlook currently in relation to business and consumer spending poses a threat

to most parts of the group, and
. Capital Investment - The capital costs of maintaining the venues is increasing as they age

Development review and the future

Key developments in the past year include

. Resorts World Birmingham — work has started on the NEC site on a ground-breaking new business and leisure
destinauon Developed by Gentung UK at a cost of aver £130 million, the facility will include one of the eight
Large Casinos to be licensed in the UK, along with an 180 room 4-star hotel, a cinema, outlet retall malls and a
conference and banqueting facility It s planned that this facility will be open in spring 2015

. QOlympic Park North - Amadeus defivered catenng services at the Olympic Park North as part of London 2012
Although this contract was loss-making, Amadeus was successful in servicing the catenng requirements of millions
of visitors during the course of the Olympic and Paralympic Games
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Key developments in the past year include {continued)

. Facilities management contracts -— the two major outsourced facilities management contracts were let during the
financial year OCS UK was awarded the “soft services” contract, compnsing ¢leaning, secunty and traffic and car
park management Norland Management Services was awarded the “hard services” contract, which involves the
delivery of mechanical and electrical engineenng services acrass the venues

. Service business development — During the year MemaryHaus was launched It was successful in securing its first
major contract to provide routing, ticketing and marketing support services to the UK arena tour of Peter Pan, the
Never Ending Story

Key development iniiatives for the coming year include

. Resorts World Birmingham - the company will continue to work with Genting UK to delivar this scheme

. NIA refurbishment - the company, working with contractors BAM Construct UK and naming nights sponsors
Barclaycard, will complete the first phases of the major refurbishment of the NIA

. Amadeus business development - Amadeus will be focused on further developing its third-party business for live
events and in particular its fixed-site third-party business through secunng new contracts

. NEC Group International - the company will continue to pursue further venue consultancy and management
contracts

Key performance indicators ("KPIs")

The pnncipal KPls used by management in the operation of the venues are venue occupancy and yreld Occupancy
measures the total space occupred as a percentage of the total saleable space and yield measures the value of each unit of
space that 1s sold The KPis are used to

. Manage the performance of sales teams,
. Priontise the deployment of resources and maintenance activity, and
Evaluate business investment proposals

The service businesses use KPIs relevant to the sectors in which they operate

Interest rate risk

The company finances 1ts operations through debenture stock All of the company's borrowings are in Sterling and
therefore this eltminates any foreign currency nsk  The company borrows at a fixed rate of interest, in line with the
company’s policy

Foreign currency risk

The company 1s exposed through foreign currency denominated trading contracts to movements in the value of Sterling
To mitigate the risk of adverse movements the company policy 1s to hedge an element of the exposure using forward
exchange contracts to sell or buy foreign currency in exchange for Sterling at a fixed price on an agreed date

Liquidity risk

Company policy 1s to ensure continuity of avallable funding by active management of working capital Liquidity nsk 1s
ultmately mitigated by the solvency guarantees provided by Birmingham City Council

Interest bearing assets

The company invests surplus operating cash in short-term low nsk interestbearing investments

Credit nsk

The group has implemented policies that require appropriate credit checks on potential customers before contracting In

additton, credit scores in relation to significant customers are monitored on a continuing basis Management do not regard
the concentration or profile of credit nsk as being inappropnate for the business
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Dividends and transfers to reserves

A dividend is not being proposed for the year ending 31 March 2013 (2012 £nil} and the profitfor the finanaal year of
£1 7m (2012 profit £2 4m) has been transferred to reserves

Dlrectors

The Directors of the company during the year and up to the date of signing the financial statements were

Executlve

Mr P Thandh  (Cihuef Executive)
Mr J Hornby

Miss K James

Non-Executive

Mr M D Angle (Chairrman)

Councillor M Whitby (restgned 06 April 2013, reappointed 07 June 2013)
Councillor P Tilsley (resigned 04 December 2012)

Councillor Sir A Bore

Councillor X Meeson

Counciltor t Ward {previously Alternate Non-Executive, re-designated as Non-Executive 07 September 2012}
Councillor S Stacey {appointed 04 December 2012)

Mr J Pratt

Mr E Tracey

Mr D Waller

Altarnate Non-Executive

Counaillor T Khan (resigned 03 May 2012)

Councillor J Alden {resigned 11 July 2012)

Councillor T Huxtable {previously Non-Executive, re-designated as Alternate 07 September 2012}

Councillor J Cotton {(appointed 01 November 2012)

Birmingham City Council appotnts its Non-Executive Directors It also nominates Alternate Non-Executive Directors who
can attend board meetings and assume the responsibilities of thew primary Non-Executive Directors On 7 September
2012 Councillor ) Ward replaced Councillor T Huxtable as a Non-Executive Director Cn the same day Councillor T
Huxtable became an Alternate Non-Executive Director

Employess

It 1s company policy to consult regularly with representatives of its employees in order to exchange relevant information
concerning the operation of the company

The company operates a People Forum to open up communication channels across the organsation The forum comprises
company and employee representatives, with the latter nominated and voted for by employees across all operational
divisions

The company ensures that recruitment procedures and opportunities for promotion are fair and equitable, irrespective of
race of religion, and that there 1s no bias in the way permanent or temporary staff are recrurted

Due to the particular nature of the company, 1t 1s not possible to introduce an employee share participation or similar
scheme

Employment of disabled persons

The company recognises that disablement, both mental and physical, can present special problems for certain current
employees and also for persons wishing to find employment  The company makes every effort to ensure that disabled
persons are given full opportunity to prove that they are capable of performing a required task Where an employee
becomes disabled the company will endeavour to allow the employee to continue In their present employment and not
prejuchce their career opportunities
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Directors' Report For the Year Ended 31 March 2013
Insurance of Directors

The company maintains insurance for the Directors in respect of their duties as Directors of the company

Payment policy

The company complies with the CBI's Prompt Payers Code of Good Practice which indicates that responsible companies
should

have a clear, consistent policy that they pay bills in accordance with the contract,

ensure that the finance and purchasing departments are both aware of this policy and adhere to 1t,

agree payment terms at the outset of a deal and stick to them,

not extend or alter payment terms without pnor agreement,

provide suppliers with clear guidance on payment procedures, and

ensure that there s a system for dealing quickly with complaints and disputes and adwise suppliers without delay
when invoices, or parts of invoices are contested

The company’s trade creditors reflected normal commercial terms of business At 31 March 2013 creditor days were 18
(2012 14)

Statement of disclosure of Information to auditors

So far as each Director 1s aware there 1s no relevant audit information of which the company's auditors are unaware and
each Director has taken all the steps that they ought to have taken as a Director in order ta make themselves aware of any
relevant information and to establish that the company's auditors are aware of that information

Independent Auditors

A resolutiog to reappoint PricewaterhouseCoopers LLP as auditors to the company will be proposed at the September
Board mgefing

The Natona! Exhibition Centre Limited,
Birmingham, B40 1INT
06 September 2013
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Corporate Governance Report For the Year Ended 31 March 2013

The Code of Best Practlce

The 2012 UK Corporate Governance Code (‘the Code'), published by the Financial Reperting Council, 1s not mandatory for
the company However, the Board recognises its accountability to shareholders and 1s committed to maintaining high
standards of corporate governance It therefore reviews the Code with a view to adopting appropriate provisions to
contribute to good governance

The Working of the Board and its Committees

The Board

The Board currently comprises up to nine Non-Executive and three Executive Directors  The Board 1s responsible to
shareholders for overseeing the operation of the group by the exacutive management It meets a minimum of four times a
year, reviewing trading performance, setting and monitoring strategy and reporting to sharehaolders

Audit Committee

The Audit Committee ts a Committee of the Board whose purpose 1s to assist the Board in the effective discharge of its
responsibiities for financial reporting and corporate governance

The Committee comprises Mr E Tracey (Chairman), Councillor S Stacey, Councillor { Ward and Mr D Waller
The Committee meets at least twice a year and its specific responsibilities include

monitoring the integnty of financial statements,
reviewing the internal control and risk management systems (including whistle blowing arrangements),

. reviewing the company's procedures for preventing and detecting fraud and investigaung any instances of
suspected fraud,

. monitoring the effectiveness of the internal audit function, and

. making recommendations to the Board regarding the appointment of the external auditor and also to review the

independence, objectivity and effectiveness of their processes A policy has also been agreed on the engagement
of the external auditor to provide non-audit services to ensure auditor objectivity and independence

To assist in these responsibilities, the Committee receives reports from management, and the intemal and external
auditors, on the internal control and risk management systems operated by the company The Committee is satisfied that
effective processes are in place to identify, assess, manage and monitor the criical risks assocated with the business
objectives of the company

A key factor in the integnty of the financtal statemenits is ensuring suttable and compliant accounting policies are adopted
and applied consistently In this respect the Committee considered, with support from internal and external auditors,
estimates and judgements made by management when accounting for non-standard transactions

The most sigrificant transactions considered by.the Committee relate to pensions Movements in the value of plan assets
and changes In the economic assumptions, pnncipally the discount rate, inflation and mortality forecasts were considered
by the Committee along with their impact on the net penston deficit The Company receved professional advice and the
Commuttee noted the proposed accounting treatment and judgements of management in respect of the key assumptions
Remuneration Committee

The Remuneration Committee 1s appointed by the Board from among the Directors

The Commuttee compnses Mr J Pratt (Chairman), Councillor $ Stacey, Councillor | Ward and Mr E Tracey

The Commuttee meets at least twice in each financial year and ts main function 15 to determne the remuneration of
relevant senior executives

In discharging its responsibilities the Committee seeks recommendations, where appropriate, from the Group Chairman
and the Chief Executive

The Committee has authonty to seek any information required and may also take such independent advice as it considers
necessary
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Nominations Committee

A Nominations Committee was established in February 2011 The terms of the reference of that commuttee have been
agreed by the company's Board The key responsibilities of the committee 1s to make recommendations 1o the Board n
relation to Director appointments




THE NATIONAL EXHIBITION CENTRE LIMITED

Statement of Diractors’ responsibilities

The Directors are responsible for the preparing the Annual Report and the financial statements in accordance with
applicable law and regulations

Company law requires the Directors to prepare financial statements for each financial year Under that law the Directors
have prepared the group and parent company financial statements in accordance with Internatonal Financial Reporting
Standards (IFRSs) as adopted by the European Union Under company law the Directors must not approve the financial
statements unless they are satisfied that they give a true and fair view of the state of affairs of the group and the company
and of the profit or loss of the group and the company for that penod

In prepaning these financial statements, the Directors are required to

. select suitable accounting policies and then apply them consistently, .
. make judgments and accounting estimates that are reasonable and prudent,
. state whether applicable IFRSs, as adopted by the European Union, have been followed, subject to any matenal

departures disclosed and explained in the financial statements, and

. prepare the financial statements on the going concern basis, unless 1t1s inappropriate to presume that the
company will continue in business

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the group's
and company's transactions and disclose with reasonable accuracy at any ume the financial position of the company and of
the group and to enable them to ensure that the financial statemants comply with the Companies Act 2006 They are also
responsible for safeguarding the assets of the company and the group and hence for taking rezssonable steps for the
prevention and detection of fraud and other irregulanties

BY ORDERJOF THE BOARD

Cofpany Secretary

Thé& National Exhibition Centre Limited
8irmingham

B40 INT

06 September 2013




THE NATIONAL EXHIBITION CENTRE LIMITED

Independent auditors’ report to the members of The National Exhibltion Centre Limited

We have audited the group and parent company financial statements {the “financial statements”} of The National
Exhibition Centre Lirited for the year ended 31 March 2013 which compnse the group and parent company income
statement, the group and parent company statement of comprehensive ncome, the group and parent company
staternents of financial position, the group and parent company statements of changes in equity, the group and parent
company cash flow statements, the accounting policies and the relatednotes The financial reporting framework that has
been applied in therr preparation 1s apphicable law and International Financial Reporting Standards (fFRS) as adopted by
the European Union

Respective responsibilities of Directors and auditors

As explained mare fully sn the Statement of Directors’ Responsibilities Statement set out on page 9, the Directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair view Our
responsibility s to audit and express an opinion on the financial statements in accordance with applicable law and
International Standards on Auditing {UX and lreland) Those standards require us to comply with the Auditing Practices
Board's Ethical Standards for Auditors .

This report, including the opinions, has been prepared for and only for the company's members as a body In accordance
with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose We do not, In giving these opinions,
accept or assume responsibility for any other purpose or to any other person to whom this report 1s shown or into whose
hands it may come save where expressly agreed by our prior cansent in writing

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial staterments sufficient to give
reasonable assurance that the financial statements are free from matenal misstatement, whether caused by fraud or error
This includes an assessment of whether the accounting policies are approprtate to the group and parent company’s
circurnstances and have been consistently applied and adequately disclosed, the reasonableness of sigrificant accounting
estimates made by the Directors, and the overall presentation of the financial statements In addition, we read all the
finanaial and non-financial Information in the annual repert and financial statements to dentify matenal inconsistencies with
the audited financial statements If we become aware of any apparent matenial misstatements or inconsistencies we
consider the implications for our report

Qpinion on financial statements

In our opinion the financial statements

. give a true and fair view of the state of the group’s and of the parent company's affairs as at 31 March 2013 and
of the group's and parent company's profit and cash flows for the year then ended,

. have been properly prepared in accordance with IFRSs as adopted by the European Union, and

. have been prepared in accordance with the requirements of the Companies Act 2006 and, as regards the group

financial statements, Article 4 of the IAS Regulation
Opinion on other matters prescribed by the Companies Act 2006

In our opinion the information given in the Directors’ Report for the financial year for which the financial statements are
prepared I1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you
if, 1In our opinion

. adequate accounting records have not been kept by the parent company, or returns adequate for our audit have
not been received from branches not wisited by us, or

. the parent company's financial statements are not in agreement with the accounting records and returns, or

. certain disclosures of directors’ remuneration specified by law are not made, or

. we have not receved all the information and explanations we require for our audit

hMﬁr‘lz".?r{:;}):u (Serwor Statutory Auditor)

for and on behalf of PricewaterhouseCoppers LLP
Chanrtered Accountants and Statutory Auditors
Birmingham

06 September 2013
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THE NATIONAL EXHIBITION CENTRE LIMITED

Consolidated and company income statements - by nature of expense for the year ended 31 March 2013

Group Company
2013 2012 2013 2012
Note £'000 £000 £'000 £'000
Revenus 135,980 110,609 135,869 110,576
Cther income 1 13,132 11,609 13,132 11,609
Dividend from group undertaking - - 64 42
Employee costs 19 (35,315} (31,573} (35,335) (31,573}
Raw materials and consumables used (16,282) {7,338) (16,282) (7,338)
Depreciation and amortisation {2,111) (1.762) {2,111) (1,762}
Other expenses 3 (69,524) (54,960) {69,520) (55,047)
Proflt from operatiocns 25,860 26,585 25,817 26,507
Finance costs 2 (24,270) (24,260) {24,2710) {24,250)
Finance income 2 188 203 148 183
Profit before Income taxes from continuing
operations 1,778 2,528 1,685 2,430
Taxation 4 “mn ay - -
Profit for the year 1,761 2,517 1,695 2,430

Consolidated and company statements of comprehensive Income for the year ended 31 March

2013
Group Company
2013 2012 2013 2012
Note £000 £000 £'000 £'000
Profit for the year 1,761 2,517 1,685 2,430
Othsr comprehenglve income
Actuanal loss recogmsed in the pension scheme 20 (6,332) {10,148) (6,332) (10,148)
Total Comprehensive Income for the year {4,571) (7.631) {4,637) {7,718)
Aftributable to
Owners of the parent {4,671) (7,631) (4,637) (7.718)
Total comprehensive income for the year {4,571) (7.631) (4,637) {7,718)

The accounting policies and notes on pages 15 - 39 are an integral part of these consolidated financial statements
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THE NATIONAL EXHIBITION CENTRE LIMITED

Statements of financial position as at 31 March 2013

Company Registration Number 979395

Group Company
2013 2012 2013 2012
Note £'oon £'000 £'000 £'000
ASSETS
Non-current assets
Intangible assets 5 3112 3618 3,112 1618
Property, plant and equipment 6 196,276 195,370 126,276 195,370
Investments in substdianes 7 - 67 g7
189,388 198,988 199,455 199,055
Currant assets
Inventones 8 2,090 1,474 2,080 1474
Trade and other receivables 9 21,314 20,645 23,338 22100
Cash and cash equivalents 10 27,694 34,254 25,335 32,534
51,008 56,373 50,763 56,108
Current liabilities
Trade and other payables 11 {67,362) (54,299) {657,282) (54,223)
Finance lease obligation 12 (28) - (29) -
(67,391) (54,299) (57,311) (54,223)
Net current {llabilities)! assets (6,293) 2,074 {6,648) 1,885
Non-current lHabilities
Firtancial habilities - borrowings 13 (192,402) {200,088) (192,402) (200,088}
Finance lease obligation 12 {179) - {179) -
Deferred constderation i1 {450) (950) {450} (950)
Retirement benaefit llabilities 20 {25,689) {21,078) {25,689} (21,078)
{218,720) {222,116) {218,720) (222,118)
NET LIABILITIES (265,625) (21,054) (25,813) (21,176}
Group Company
2013 2012 2013 2012
Note £000 £'000 £000 £'000
EQUITY
Share capital 16 10 10 10 10
Reserves {25,635) {21,064) {25,823) (21,188)
TOTAL EQUITY {26,625) {21,054) {25,813) (21,176}

The financial statements on pages 11 - 39 were approved by the Board of Directors on 06 Septermber 2013 and signed on

its behalf by

Approved on Behalf of the Board

g

b Sepritecd A3

tan Ward

The accounting policies and notes on pages 15 - 39 are an integral part of these consolidated financial statements
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THE NATIONAL EXHIBITION CENTRE LIMITED

Consolidated and company statement of changes in equity for the year ended 31 March 2013

Company
Retalned
Share capital earnings Other reserves Total
£:000 £'000 £'000 £'000
Balance at 1 April 2011 10 15,124 (28,592) {13,458)
Comprehensive Income
Profit . 2,430 - 2,430
Other comprehensive Income
Actuanai loss recognised in the pension scheme . - {10,148) {10,148B)
Balance at 31 March 2012 10 17,554 {38,740) {21,176}
Comprehensive income
Profit - 1,695 - 1,695
Other comprehensive income
Actuaral loss recognised in the pension scheme - - {6,332) {6,332}
Balance at 31 March 2013 10 18,249 {45,072} {25,813}
Group
Retalned
Share capital earnings Other reserves Total
£'000 £'000 £'000 £'000
Balance at 1 April 2011 10 15,167 {28,600) (13,423)
Comprehenslve Income
Profit - 2,517 - 2,617
Other comprehensive income
Acluarnal loss recognised in the pension scheme - - {10,148) {10,148)
Balance al 31 March 2012 10 17,684 {38,748) (21,054)
Comprehensiva income
Profit - 1,764 - 1,781
Other comprehensive incoma
Actuvanal loss recognised in the pension scheme - - (6,332) (6,332)
Balance at 31 March 2013 10 19,445 (45,080) {25,625)

The accounting policies and notes an pages 15 - 39 are an integral part of these consolidated financial statements
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THE NATIONAL EXHIBITION CENTRE LIMITED

Consolidated and company cash flow statements for the year ended 31 March 2013

Group Company
2013 2012 2013 2012
Note £'000 £'000 £000 £'000
Cash flows from opaerating activities
Profit bafore tax 1,778 2,528 1,695 2,430
Interest expense 2 24,270 24,260 24,270 24,260
Interest income 2 (188) {203} {148) (183)
Dwidend income - (64} (42)
Impairment of subsidiary undertakings 4 - 79
Impairment of tangible assets 49 - 49 -
Depreciation ] 1,247 1,199 1,247 1,198
Amontisation 5 864 563 864 563
Loss on Disposal 15 - 16 -
Exchange {loss) - {7) - -
Cash generated from operations 28,035 28,344 27,928 28,306
Increase in invenlones 8 (616) (50) (616} {50)
Increase in trade and other receivables 9 (1,916} {2,106} {2,480) (1,895}
Decreasel{increase) in prepayments 9 1,261 (1,953} 1,264 {1,953}
Decrease in trade and other payables 1 {825) (3.689) {838) {3,885)
Increasa tn accruals 11 4,418 5971 4,429 5,912
Dhiference between cash cost of pansion and
charged (1,721) (2,629) (1.721) (2,629)
Proceeds from interest received classified as
operating 178 206 148 186
Payments of mterest classified as operating 2 (24,270} (24,260) {24,270) (24,260)
Payments of income taxes {15) [¢4] - -
Net cash flows generated from/{usad in)
operating actlvities 4,628 (373) 3,831 (268)
Cash flows from Investing activitles
Payments to acquire subsidianes {500) (500) (500) (500)
Proceeds from dividends - - 56 38
Purchase of mtangible assets {628) (1.267) (628) {1,267}
Purchase of plant and equipment {2,361} (692) {2,361) (692)
Proceeds from disposal of property, plant and
equipment 18 - 18 -
Redemption of Debenture Stock 2016/ Loan Stock (7,686) - (7,686) .
Net cash flows used in Investing activities (11,057) (2,459) (11,001) (2,421)
Repayment of finance lease liabihties (29) - (29) -
Net cash flows {used In) financing activities {29) - (29) -
Net cash decreases in cash and cash equivalents (6,560) (2.832) (7,199} {2,689)
Cash and cash equivalents at beginning of year 34,254 37,086 32,634 35,223
Cash and cash equivalents at end of year 10 27,694 34,254 25,335 32,534

The accounting policies and notes on pages 15 - 3% are an integral part of these consolidated financial statements
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THE NATIONAL EXHIBITION CENTRE LIMITED

Accounting Policies for the year ended 31 March 2013
Accounting Pclicies

The pnncipal accounting policies adopted in the preparation of these financial statements are set out below These
policies have been consistently apphed to all the years presented, unless otherwise stated

Basis of preparation

These financial statements have been prepared in accordance with International Financial Reporting Standards (IFRS)
and IFRIC interpretation as adopted by the EU and with those parts of the Companies Act 2006 applicable to
companies reporting under IFRS The financial statements have been prepared under the historical cost convention A
summary of the more important group accounting policies 1s set out below

The preparation of financial statements in conformity with IFRS requires the use of estmates and assumptions that
affect the reported amounts of assets and labiities al the date of the financial statements and the reported amounts
of revenues and expenses during the reporting period Although these estuimates are based on management's best
knowledge of the amount, event or actions, actual results ultimately may differ from those estimates

First time adoption of IFRS

In accordance with IFRS1, ‘first time adoption of International Financial Reporting Standards’, IAS 16 ‘Property, plant
and equipment’ and IAS 20 ‘Accounting for government grants and disclosure of government assistance’, the group
reviewed its accounting treatment of grants and contributions received towards financing the construction of the
venues As a result, the Directors decided to fully depreciate the land and building at the date of transition {31 March
2004) and match this with the release of the unamortised value of grants and contributions, in order to reduce the
underlying value land and bulldings to therr residual values that equate to guarantees given by Birmingham City
Counall to finance the repayment of group debenture stock

Going concern

The going concern basis 1s applicable despite net habilities because of solvency guarantees provided by Birmingham
City Council

Basis of consolidation

The group financial statements include the financial statements of the company and its subsidiary undertakings made
up to 31 March 2013

Associates are consolidated using equity accounting and accounting policies that are consistent with the group
Where the reporting dates are different to that of the group, those accounts are used where it 1s impractical to
prepare additional accounts as at the group reporting date  All intra-group transactions, balances, income and
expenses are eliminated on consolidation

Segmental reporting

The NEC Group 1s managed on the basis of business units, which are aggregated into reportable segments accarding
to economic charactenistics, services, business processes and customer relationships

IFRS B 'Operating Segments’ has been assessed as not mandatory to the financial statements of the company or
group, as the company does not have any quoted or traded listed debt in 1ts own name As a result detalled
segmental analysis 1s not presented in these accounts

Revenue

Tenancy and ancillary sales generated from conferences, events and extubitions are recogrised at the point revenue
and the costs associated with the delivery of the services can be reliably measured It is measured at the fair value of
the consideration received or recevable
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THE NATIONAL EXHIBITION CENTRE LIMITED

Accounting Policies for the year ended 31 March 2013
Accounting Policies contlhued

Revenue continued

Contracts over 12 months recognise income 1n ine with the costs expensed Contracts are reviewed annually for
impairment and losses and f any are identified they are recognised in the profit and loss account

Management fee income 1s recognised as the services are supplied All other income 1s recognised at the pont of
sale

Tenancey and ancillary services income inveiced in advance is treated as deferred income at the balance sheet date

Other Income

Other income relates ta revenue grant funding and subvention of non commercial sporting events contracted to
promote the City of Birmingham, recewved from Birmingham City Counci! It 1s measured at farr value of consideration
received or receivable

Subvention income Is recogrised in accordance with the revenue policy Revenue grant funding 1s recognised to fund
the company's operating deficit and s caleulated using pension contributions paid before adjustment to a cost basis
under IAS19 .

Inventories

Catering inventories are valued at average cost and non-catening inventories are valued at cost using the FIFO
method, less prowision for obsolete and surplus items and, where necessary, provision to reduce cost to estimated net
realisable value Prowision 1s made for slow moving inventory nat regularly used on a day to day basis

Intangible assets

Computer application and development costs of major business systems are capitalised where that expenditure s
more than £20,000 In such cases the costs are amortised over the useful economic lives of the systems concerned
Ongoing support and maintenance costs, patch releases and annual upgrades are expensed In the year they are
incurred

Commeraial contract acquisition costs are capitalised and amortised over the term of the contract in proportion to the
goods or services sold Commercial contracts are tested annually for mpairment

Investments

Investments are stated at historical cost less provisicns for the impaiment in the value, assessed with reference to the
underlying net assets and the constructive obligations given by the company to associates and subsidiaries

Property, plant and equipment

The cost of property, plant and aquipment comprises their purchase cost tegether with any incidental expenses of
acquisition Buildings include all relevant expenditure incurred incduding design and consultants' fees Net interest
costs incurred In raising finance for specific projects are capitalised where agreed as pant of approved budgets

As a matter of policy, the group only capitalises expenditure on individual assets or matenal pools of comparable
assets where expenditure 1s greater than £20,000 in total and it directly results in

. Generation of new economic benefit and/or
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THE NATIONAL EXHIBITION CENTRE LIMITED

Accounting Policies for the year ended 31 March 2013

Accounting Policles continued

Property, plant and equipment continued

. Enhancement of economic benefit generated from existing assets, and/or
. Sustained increases in economic hfe of existing assets

General expenditure incurred to maintain assets to the value of therr residual value in accordance with the guarantees
provided by Birmingham City Council 15 expensed in the year in which 1t 1s incurred

Depreciation and amortisation

Depreciation and amortisation has been calculated to write off the cost less estimated residual value of buldings,
plant and equipment over their estimated useful lives as follows

Land and buldings - Enhancements up to 10 years
Licences and franchises term of contract
Fixtures and fittings up to 10 years
Computer equipment up to 5 years
Plant and equipment up to 5 years

Grants and contnbutions

In accordance with |AS 16 'Property, plant and equipment’, the group reviewed its accounting treatments of grants
and contrtbutions receved towards financing the construction of the venues As a result the Drrectors decided to fully
depreciate the land and bulding at the date of transiion (31 March 2004) by the unamortised value of grants and
contributions, in order to reduce the underlying value of land and buildings to therr residual values that equate to
guarantees given by Birmingham City Council to finance the repayment of the group debenture stock

Financial instruments

The company's financial nstruments comprise borrowings, cash and hiquid rescurces and vanous items such as trade
receivables and trade payables that anse directly from its operations The main purpose of these financial instruments
Is to finance the company's operations

It 1s company policy that no trading in financial instruments shall be undertaken

The long-term borrowings relate to NEC Loan Stock that 1s held by Birmingham City Counclil, which owns $9 99% of
the company. Given that the Stock 15 not actively traded, coupled with the relatively short-term to matunty of the
debt, fair value has been calculated at book value

Objectives, policies and strategies

The board reviews and agrees strategies, objectives and policies for managing the group and its associated rnisks on a
continuous basis
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THE NATIONAL EXHIBITION CENTRE LIMITED

Accounting Policies for the year ended 31 March 2013
Accounting Policles continued

Trade receivables

Trade receivables are recognised imtially at fair value and subsequently measured at amortised cost using the
effective interest method, less provision for impairment A provision for impairment of trade recervables 15 established
when there I1s objective evidence that the group will not be able to collect all amounts according to the onginal terms
of the receivables Significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy or
financial reorganisation and default or’ delinquency In payments (more than 30 days overdue) are considered
indicators that the trade receivable may be impaired The amount of the provision 1s the difference between the
asset's carrying amount and the present value of estimated future cash flows, discounted at the onginal effective
interest rate The carrying amount of the asset 13 reduced through the use of an allowance account, and 1s recognised
in the income statement within "other expenses' When a trade receivable 15 uncollectable, it 1s written off against the
allowance account for trade receivables

Leases

Leases in which a significant portion of the nisks and rewards of ownership are retained by the lessor are classified as
operating leases Payments made under operating leases (net of any incentives received from the lessor) are charged
to the income statement on a straight-line basis over the period of the lease

The group leases certain plant and equipment Where the group has substantially all the risks and rewards of
ownership, they are classified as finance leases Finance leases are capitalised at the lease's commencement at the
lower of the fair value of the leased asset and the present value of the minimum lease payments

Each lease payment is allocated between the liability and the finance charges The corresponding rental obligations,
net of finance charges, are included in other long-term payables The interest element of the finance cost 1s charged
to the Income statement aver the lease period so as to produce a constant periodic rate of interest on the remaiming
balance of the liability for each penod The plant and equipment acquired under finance leases 1s depreciated over
the shorter of the useful life of the asset and the lease term

Employee benefit costs

The company funds two defined benefit schemes, which ceased to provide future service accrual with effect from 30
June 2010 Costs are charged against the profit and loss account so as to spread the costs of pensions over the
employees’ working lives Actuanal valuations occur every three years, with the 5 April 2013 valuation in progress at
the year end

In accordance with IFRS 1, "first tme adoption of International Financial Reporting Standards’ and IAS 19 ‘Employee
benefits’, the Directors reviewed the group's accounting treatment for actuanal gains and losses in respect of its
defined benefit pension schemes As a result the Directors decided to fully recognise all cumulative actuanal gains
and losses at the date of transition {31 March 2004) on the balance sheet

In addition, dunng the year under review the company provided two contnbutory benefit schemes comprsing a

Stakehalder Scheme to which only members contribute and a group personal pension plan where the company
contnibutes to an agreed maximum The employee benefit expense isrecognised as 1t falls due

Taxation

The charge to tax 1s based on the results for the year as adjusted for tems which are non-assessable or disallowed It
i1s calculated using tax rates that have been enacted or substantively enacted by the balance sheet date

Deferred taxation

Deferred taxation I1s recognised in respect of all iming differences that have originated but not reversed at the
balance sheet date where transactions or events have occurred at that date that will result in an obligation to pay
more, or a nght to pay less or to receive more tax
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THE NATIONAL EXHIBITION CENTRE LIMITED

Accounting Policies for the year ended 31 March 2013
Accounting Policles continued
Deferred taxation continued

Deferred tax assets are recognised only to the extent that the Directors consider that itis more likely than not that
there will be suitable taxable profits from which the future reversal of the underlying timing differences can be
deducted

Deferred tax 1s measured on an undiscounted basis at the tax rates that are expected to apply in the penods in which
timing differences reverse, based on tax rates and law enacted or substantively enacted atthe balance sheet date

Cash and cash equivalents

Cash consists of cash at bank and in hand Cash equivalents consist of highly liquid investments with maturiies at the
date of acquisition of three months or less

Foreign currency and hedging activities

The group uses forergn currency forward contracts to mitigate the adverse currency exchange nsk on matenal
receivables denominated in foreign currency These contracts are treated as a trading instrument with fair value
movements on the dernvative being recognised immediately through the income statement At 31 March 2013 the
Company had entered into forward contracts totaling €2,152,000, all of which mature within 24 months (2012
€1,733,000)
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THE NATIONAL EXHIBITION CENTRE LIMITED

Notes to the Financial Statements for the year ended 31 March 2013

1.

Other Income

Other income comprises revenue grant funding recewved from Birmingham City Counal under the terms of the
management agreement and subvention of non-commercial sporting events contracted to promote the City of

Birmingham

Finance costs - net

Group Company
2013 2012 2013 2012
£000 £000 £'000 £000
Interest payable on loans {24,269) (24,260) (24,260) {24,260)
Interest payable on finance leases {10} - (10} -
Interest and similar charges payable (24,270} (24,260) {24,270) {24 260}
Bank interest receivable 188 203 148 183
Total interest recelvable 188 203 148 183
Not financing cost {24,082) {24,057} {24,122) (24,077)
Other expenses
Group Company
2013 2012 2013 2012
£000's £000's £000's £000's
The following has been included in arnving at profit
before taxation
Impairment adjustments (49) ) {49} (78}
Loss on disposal of assets (15) - {16} -
Operaling lease rentals payabte - plant and equipment {327} {214) {327) (214)
Operating lease rantal payable - land (198) (198) (198) (198)
Repairs and maintenance expenditure on property,
plani and equipment (5,996) {6.184) (5,996) (6.184)
Services provided by the group’s auditor and network firms
Group Company
2013 2012 2013 2012
£'000 £000 £'000 £000
Statutory audit a7 86 92 81
Other services 3 18 3 18
Total 100 104 95 99

Included in the group audit fees and expenses paid the group's auditors, £91,834 (2012 £80,930) was paid in respect
of the parent company Other services relate to general business advice
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THE NATIONAL EXHIBITION CENTRE LIMITED

Notes to the Financial Statements for the year ended 31 March 2013

4. Taxation

A charge to tax does not anse In respect of the company as the results for the year after adjustments for items non-
assessable or disallowed 1s covered by accumulated trading losses and capital allowances The accounts include tax
charges of the group's subsidiaries which are independent and form no part of the company

5. Intangible assets

Company
Licenses and Computer
franchises software Total
E'000 £'000 £'000
Cosl
At 1 Apnl 2012 2,600 3,347 5,947
Additions - 358 358
Balance at 31 March 2013 2,600 3,705 6,305
Accumulated amortigation
At 1 Apnl 2012 (568} {1,761) {2,329)
Amortisation {380} {484) (864)
Balance at 31 March 2013 {948) {2,245} {3,193)
At 1 April 2012 2,032 1,586 3,618
At 31 March 2013 1,652 1,460 3112
Company
Licenses and Computer
franchises software Total
£000 £'000 £'000

Cost - ¢
At 1 Apnl 2011 2,600 2,192 4,792
Additions - 1,155 1,155
Balance at 31 March 2012 2,600 3,347 5,947
Accumulated amortisation
At 1 Apnl 20114 (278) (1,449) (1.727)
Translers to Tangibles - {39) (39)
Amortisation (230) (273) (563)
Balance at 31 March 2012 (568) (1,761) (2,329)
At 1 April 2011 2,322 743 3,065
At 31 March 2012 2,032 1,586 3,618
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THE NATIONAL EXHIBITION CENTRE LIMITED

Notes to the Financial Statements for the year ended 31 March 2013

5. Intangible assets continued

Graup
Licenses and Computer
franchises software Total
£'000 £'000 £'000
Cost
At 1 Apnl 2012 2,600 3,347 5,947
Additions - 358 358
Balance at 31 March 2013 2,600 3,705 6,305
Accumulated amortisation
At 1 April 2012 (668) (1,761} (2,329)
Amortisation (380) (484) (864)
Balance at 31 March 2013 (948) (2,245) {3,193)
Carrying amount
At1 April 2012 2,032 1,688 3618
At 31 March 2013 1,662 1,460 3,112
Group
Licenses and Computar
franchises software Total
£'000 £'000 £'000

Cost
At 1 Aprit 2011 2,600 2,102 4,792
Additions - 1,155 1,155
Balance at 31 March 2012 2,600 3,347 5,947
Accumulated amortisation
At 1 Apnt 2011 {278) {1,449} (127
Transfers to Tangibles - {39) {39)
Amortisation {290) {273) {563)
Balance at 31 March 2012 {568) {1,761) {2329
Carrylng amount
At 1 April 2011 2,322 743 3,065
At 31 March 2012 2,032 1,586 3618

Licenses and franchises include the contract with a major UK promeoter of concerts and events and provides a
guaranteed volume of ticket manifest The cost 1s being amortised over the term of the contract in proportion to the
volume of tickets sold The contract term 1s five years, with provision to extend to enable the company to achieve a

minimum level of ticket sales
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THE NATIONAL EXHIBITION CENTRE LIMITED

Notes to the Financial Statements for the year ended 31 March 2013

6. Property, plant and equipment

Company
Land and Fit-out, plant Computer
bulldings and equipment hardware Total
£000 £000 £'000 £'000

Cost
At 1 Apnl 2012 270,943 13,317 5,594 289,854
Additions - 900 1,335 2,235
Disposals - - (188) (188)
Balance at 31 March 2013 270,943 14,217 6,741 291,901
Accumulated depreclation and impairment losses
At 1 April 2012 (78,469) {12,326} (3,689) (94,484)
Disposals - - 165 155
Charge for the year (34) (339} (874) (1,247)
Impairment - . (49) (49)
Balance at 31 March 2013 (78,503) {12,665} (4,457} (95,625)
At 1 April 2012 192,474 991 1,906 195,370
At 31 March 2013 192,440 1,552 2,284 196,276

Fit-out, plant and equrpment additions includes £236,400 of assets financed under finance leases {see note 12)

EPOS tills with a net book value of £32,586 were sold dunng the year for proceeds of £17,500, resulting in a loss on

disposal of £15,086 which is recogrised in the iIncome statement

As part of the ongoing capital refresh of the EPOS tll estate, a further tranche of tlls will be disposed of in year
commencing 1 Apnl 2013 An impatrment review has been carried out and has assessed that the net boaok value of
£64,618 at 31 March 2013 1s higher than the forecasted net realisable vatue of £15,000 Consequently an impairment

of £49,618 has been recognised in the income statement

The value of grants netted of against property, plant and equipment 15 £87 745m (2012 {B7 745m)

Company
Land and Fit-out, plant Computer
bulldings and equipment hardware Total
£000 £000 £'000 £'000

Cost
At 1 Apnl 2011 270,943 13.271 4,732 288,946
Additions - 46 862 aos
Balance at 31 March 2012 270,943 13,317 5,594 289,854
Accumulated depreciation and Impalrment losses
At 1 April 2011 (78.435) {12,062} (2,827) {93,324)
Transfers from Intangibles ‘ - - 39 39
Chargs for the year (34) (264) (901) (1,199)
Balance at 31 March 2012 (78,469) {12,326) {3,689) (94,484)
At 1 April 2011 192,508 1,209 1,905 195,622
At 31 March 2012 192 474 991 1,905 195,370
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Notss to the Financial Statements for the year ended 31 March 2013

6.

Preperty, plant and equipment continued

Group
Land and Fit-out, plant Computer
buildings and equipment hardware Total
£'000 £'000 £'000 £'000
Cost
At 1 Apnl 2012 270,84 13,317 5,504 289,854
Additions - 900 1,335 2,235
Disposals - - {168) (188)
Balance at 31 March 2013 270,943 14,217 B,741 291,901
Accumulated depreclation and impairment losses
At 1 Apnl 2012 (78,469) {12,326) {3.689) {84,484)
Disposals - - 165 155
Charge for the year {34) {339) (874) {1,247)
Impairment - - (49} (49)
Balance at 31 March 2013 (78,503) {12,865) {4,457) {95,625)
At 1 Aprll 2012 192,474 a8 1,805 185,370
At 31 March 2013 162,440 1,562 2,284 196,276
Group
tand and Fit-out, plant Compuler
bulldings and equipment hardware Total
£'000 £'000 £000 £000

Cost
At 1 Apnl 2011 270,943 13,271 4732 288,946
Additions . 46 862 908
Batance at 31 March 2012 270,943 13,317 5,584 289,854
Accumulated depreciation and Impalrment losses
At 1 Apnl 2010 {78,435 {12,062) (2.827) {93,324)
Transfers from Intangibles - - 3¢ 39
Charge for the year (34) (264) (901) {1,199)
Balance at 31 March 2011 (78 469) (12,326) (3,689) (94, 484)
At 1 April 2011 192 508 1,209 1,905 195,622
At 31 March 2012 102 474 991 1,905 195,370
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THE NATIONAL EXHIBITION CENTRE LIMITED

Notes to the Financial Statements for the year ended 31 March 2013

7.

Investments

Fixed asset investments

Shares tn group undertakings
Net book value at 1 April
Impairment of initial investments

Neat book amount at 31 March

Company
2013 2012
£'000 £'000
67 70
- 3]
67 67

Investments in group undertakings are stated at far value and comprise 100% shareholdings in NEC Finance plc and
National Exhibition Centre (freland) Limited

Interasts in associates

Interests In assoclates - company

Company
Shares at cost Total
£'000 £'000
At 1 Apnl 2011 76 76
Impairment of investment (78} {76)
At 31 March 2012 .
At 31 March 2013 - -
Interests in assoclates - group
Group
Shares at cost Total
£000 £000
At 1 Apnl 2011 1 1
impaimaent of investment (1) (1)

At 31 March 2012

At 31 March 2013

The underlying net interests In associates at the year end, net ol provisions, relate to a 50% joint venture Global
Spectrum - NEC DO O and 35% stake holding n MPM Catering Limited  Global Spectrum - NEC D OO did not

trade during the year

As in the previous year, the company undertook a detatled review of the investment in MPM Catenng Limited and has
continued to provide for its full imparment given its uncertainty of recoverability due to current trading circumstances
of MPM The company also reviewed the investment in Global Spectrum - NECD O O and decided to maintain the
impairment of the full investment of £1,102
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THE NATIONAL EXHIBITION CENTRE LIMITED

Notes to the Financial Statements for the year ended 31 March 2013

Group's Interests In assoclates

2013 2012
£'000 £000
Fixed assets 230 320
Current assets 8§ 46
Curtent liabilities {144) (133
Long-term liabiliins (498) (487)
Share capital {27) (27)
(374) (281}
Income 1,029 1,256
Expenses {1,102} {1,291)
Interest (22) {19)
Share of post tax results from associates (95} (54)

The table above summanses key financial iInformation on the associates The cempany has no finanoial oblhigation in
respaect of its Investment in assoctates and as previously disclosed has fully prowided for the iImpairment in its associate
Investment

Inventories
Group Company
2013 2012 2013 2012
£000 £000 £000 £'000
Maternals and consumables 778 759 776 759
Caternng provisions and raw materials 1,307 708 1,307 708
Other 7 7 7 7
“Total 2,090 1,474 2,090 1,474

Provisions of £59,102 (2012 £11,465) have been provided to write-down the carrying value of slow moving inventory

Trade and other receivables

Group Company

2013 2012 2013 2012

£'000 £000 £'000 £'000
Trade recevables 14,212 11,878 14,020 11,472
Less provision for imparment of receivables (170} (385) (170) (385)
Trade receivables - Net 14,042 11,483 13,850 11,087
Amounts owed by group undertakings - - 2,229 1,861
Amounts owed by related parties 957 959 , 957 959
Amounts owed by Birmingham City Council 2,862 3,517 2,882 3.517
Interest receivable 19 6 6 6
Other deblors 46 41 46 41
Prepayments and accrued income 3,368 4,620 3,368 4,629
Total 21,314 20,645 23,338 22,100
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Notes to the Financial Statements for the year ended 31 March 2013

9.

10.

Trade and other recelvables continued
The fair values of trade and other recevables approximate to book value and are all denominated in Sterling

Trade receivables are reviewed indwidually for impairment wrespective of therr ageing prefile As of 31 March 2013,
trade receivables relating 1o a number of independent customers for whom there 15 no recent history of default were
impared Due to this, management beheve there is no further credit nsk provision required In excess of normal
proviston for doubtful recevables Concentrations of credit nsk with respect to trade recewvables are hmited due to the
group's customer base being substantial and largely unrelated

The ageing profile of these trade receivables is as follows

2m3 2012

£'000 £000
3 to 6 months 90 148
Over 6 months 80 237
Total 170 385
Movements on the group prowision for impairment of trade recewvables are as follows

2013 2012

£'000 £'000
At 1 Apnl 385 394
Receivables wnitten off duning the year as uncollactable {(176) (30)
Unused amounts reversed (57) (134)
Provision for recenables 18 155
At 31 March 170 385

Amounts charged to the prowision for imparment of recevables are generally wntten off when there 15 no
expectation of recovenng additional cash

The other classes wrthin trade and other receivables do not contain impaired assets

Cash and cash equivalents

Group Company
2013 2012 2013 2012
£'000 £'000 £'000 £'000
Cash at bank and 1n hand 2,393 1,698 2,335 1,634
Short-term deposits 25,301 32,556 23,000 30,900
Total cash and cash equivalents ' 27,694 34,254 25,335 32,534

The effective interest rate on short-term deposits was 0 43% (2012 0 56%) and at the balance sheet date these had an
average matunity of 14 days (2012 17 days)}
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Notes to the Financial Statements for the year ended 31 March 2013

11. Trade and other payables

Group Company

2013 2012 2013 2012

£000 £000 £000 £000
Trade payables 1,659 1,762 1,669 1,762
Amounts owed to group undertakings - . 12 19
Amounts owed to Birmingham Cily Councll 1,418 2,963 1,418 2,963
VAT payable 610 250 528 174
Amounts owed to retated parties 4,099 4,132 4,009 4,132
Other tax and social secuniy payable 1,366 758 1,351 755
Other creditors 214 163 214 163
Accruals 29,550 26,528 29,545 26,512
Deferred income 18,556 17,743 18,556 17,743
Total 57,362 54,299 57,282 54,223

12,

As at 31 March 2013 there was deferred consideration of £950,000 (2012 £1,450,000) in respect of franchising and
licensing (see note 5) £500,000 (2012 £500,000) 1s included in accruals and £450,000 (2012 £950,000) 15 included m
deferred consideration included under Non-current habslities in the Statement of Financial Position {see page10)

Financial leases

Finance lease liabilities

Group Company
2013 2012 2013 2012
£'000 £'000 £'000 £'000
Less than one year a8 - 38
Between one and five years 196 - 196 -
Total 234 - 234 -
Future finance changes in finance leases (26) - {28) -
Present value of finance loase liabilities 208 - 208 -
The present value of finance lease liabilities 1s as follows
Group Company
2013 2012 2013 2012
£'000 £°000 E'000 £'000
Less than one year 29 - 20 -
Betweean one and five years 179 - 179 -
Total 208 - _208 -
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13. Financial liabllities - borrowings

Non-current

Group Company
2013 2012 2013 2012
£000 £'000 £'000 £000
Debenture loans
10 625% Debenture Stock 2016 (b) (d) 92,314 100,000 . -
13 625% Debenture Stock 2016  (a) 100,074 100,074 - -
182,388 200,074 - -
Other unsecured loans
- 10 625% Loan Stock 2016 (a) (d) - - 92,314 100,000
- 13 625% Loan Stock 2016 (a) - - 100,074 100,074
- Birmingham City Counclf Loan (c) 14 14 14 14
192,402 200,088 192,402 200,088
2} The company has outstanding £92 3m 10 625% unsecured Loan Stock 2016and £100 1m 13 625%
unsecured Loan Stock 2016 that are hefd by NEC Finance plc Birmingham City Council has guaranteed
to the trustees payment of the full amount on the principal of, and interest accruing on, the Loan Stocks
as they fall due
b) NEC Finance has 1ssued and has outstanding £92 3m 10 625% Debenture Stock 2016 and £100 1m
13 425% Debenture Stock 2016
c} The company received a subordinated loan of £13,551 from Birmingham City Council, in order to
finance the purchase of NEC Finance plc's share capital  The loan 1s repayable on 30 September 2016
but may be repaid earlier on seven days notice
d} Under an agreement dated 26 March 2013, the company repurchased £7 ?m of the 10 625% unsecured
Loan Stock 2016 from NEC Finance plc, who then used the funds to repurchase £7 7m of the 10 625%
Debenture Stock 2016 from Birmingham City Counctl
The effective interest rates at the balance sheet dates were as follows
2013 2042
Yo %
Debenture stock 1218 1213

The carrying amounts of the group's borrowings are all denorminated in Sterling

14, Financial instruments

Fair values of non-denvative financial assets and financial habihties

The NEC Loan Stock 1s held by Birmingham City Council which owns §9% of the authonsed and fully paid share capital
of the company Given the stock 1s not actively traded, coupled with the relatively shortterm matunty of the debt the
far value has been calculated at book value consistent with prior year
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14. Financlal Instruments continued

185.

The carrying amounts of short term assets and habilities approximate to book value

Group
2013 2013 2012 2012
Book Value Falr Value Book value Fair Valug
£000 £'000 £'000 £'000
Financial liabilities - borrowings (192,402) {192,402) {200,088) (200,088)
Primary financial instruments held or issued to finance the
graup's operations .
Trade and other payables {58,020) (58,020) (55,249) {55,249)
Trade and other raceivables 21,314 21,314 20,645 20,645
Short-term deposits 26,301 25,301 32,556 32,556
Cash at bank and in hand 2,393 2,393 1,698 1,698
Company
2013 2013 2012 2012
Book Vatua Falr Value Book Value Fair Value
£000 £000 £'000 £'000
Financial habilities - borrowings {192,402) {162,402) {200,088) (200,088)
Primary financial instruments held or issued to finance the
group's operations
Trade and other payables (57,940) {67.840) (55,173) {55.173)
Trade and other raceivables (23,338} {23,338) 22,100 22,100
Shori-term deposits (23,000} {23,000) 30,800 30,900
Cash at bank and in hand (2,335 (2,335) 1,634 1,634

Matunty of finanaial lrabthties

The matunty profile of the carrying amount of the group's non-current habilities at 31 March 2013 1s within 5 years and
as at 31 March 2012 was within five years

Borrowing faciities

The company entered into a 5 year finance lease on1 May 2012 and had £0 2m of obligations in relation to that lease
at the end of the year (see note 12) (2012 £rul)

The company had no undrawn committed borrowing facilities at the end of the year (2012 £nil)

Deferred tax
A deferred tax asset amounting to £5 9m (2012 £5 1m) of deductible temporary differences relating to the final salary

pension fund has not been recognised as 1t 1s not considered probable that it will be recovered in the foreseeable
future under the existing structure of the company
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16.

17.

Called up share capital

Authorised and fully paid

2013 2012
£ £

10,000 'A’ shares of £ 1 each held by Birmingham Cily Council
1 'B' Share of £ 1 held by Birmingham Chamber of Commerce and Industry

10,000 10,000
1 1

The ‘A’ ardinary share capital cames equal nghts in respect of voting and sharing in the financial results and residual
value upon winding up of the company The 'B' ordinary share capital carnes nghts to voting but not to sharing in the

financial results

The company is imited by shares and 1s domiciled and incorporated in the United Kingdom

Retained earnings
Group Company
2013 2012 2013 2012
£:000 £'000 £'000 £'000
At 1 Aprl 17,684 15,167 17,664 15,124
Profit for the year 1,761 2517 1,695 2,430
At 31 March 19,445 17,684 19,249 17,654
18. Other reserves
Group Company
Loss Loss
recognised recognised
in pension In pension
scheme scheme
£000 £'000
At 1 Apnl 2011 (28,600) (28,592)
Actuanal loss recogmised in the pension
scheme (10,148) {10,148)
At 31 March 2012 (38,748) (38,740)
Actuanal loss recognised in the pensson
scheme (6.332) {6.332)
At 31 March 2013 {45,080} {45072)
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19. Employment and Directors

Staff costs for the group during the year

Group Company

2013 2012 2013 2012

£'000 £'000 £'000 £'000
Wages and salares 30,300 27,704 30,300 27,704
Social secunly costs 2,846 2,497 2,646 2,497
Other penston cost (see below) 1,729 926 1,729 926
Termination benefits 463 270 463 270
Other benefits 197 176 197 176
Total 35,335 31,573 35,335 31,573

Reconcillation of other pension costs

2013 2012

£000's £000's
Defined benefit plans (ses note 20) 21 (650)
Contributory group personal pension plan 1,578 1,834
Participating employer contribulions of non-group ¢companies {60) (98)
Total 1,729 926

Averaga number of people employed during the financial year {excluding casual and zero hour contracts)

2013 2012
Number Number

Venue Operations 279 327
Catering Services 231 247
Support Services 175 153
Total 885 727
Key management compensation

2013 2012

£'000 £'000
Salanes and short-term employee benefils 2,058 1.911
Post-amployment benefits 120 a3
Termination benefits - 73
Total 2178 2077

The key management figures given above include Executive Directors
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20.

Directors' aggregate emoluments

2013 2012
£'000 £'000
Executive Directors
Aggregate emoluments 1,115 1,087
Company contributions to money purchase pension schemes 56 47
Non-Executive Directors
Aggregate emoluments 156 157
Total 1,327 1,291

The company's Executive Board compnse key management above
There are 3 Directors wha are accruing benefits under the defined contnbution scheme

There are 2 Directors who have accrued passed service benefits under defined benefit schemes which ceased to
provide future service accrual from 30 June 2010

The Non-Executive Directors to whom fees are pard are not entitled to any pension benefits

The Birmingham City Counciliors who were Directors during the year did not receive any remuneration (2012 £nil)

Highest pald Director
2013 2012
£000 £'000
Aggregate emoluments and benefits under the leng term incentive schemes 556 515
Defined benefit scheme
Accrued pension at end of year 35 34

Retirement benefit obligations

The company funds two defined benefit schemes, which ceased to prowide future service accrual with effect from 30
June 2010 In addrtion during the year under review, the company provided two contributory benefit schemes
compnsing a Stakeholder Scheme te which only members contribute and a group personal pension plan where the
company contributes to an agreed maximum The employee benefit expense 1s recognised as it falls due

The 2010 valuation revealed a shortfall in scheme assets of £16 9m The company and Trustees have agreed a

recovery plan which subject to actuanal assumptions being met, will eiminate the shortfaltin 10 years The 2013
trrennial valuation for the NEC Limited Pension Fund was i progress at the year end
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20. Retirement benefit obligations continued

The principal assurmptions made by the Actuary for the NEC Limited Pension Fund were

Principal assumptions

2013 2012
. % %
Rate of increase in pensions in payment (accrued pnor 6 Apnl 2005} 3156% 320%
Rate of increase n pensions in payment {accrued post 6 Apnl 2005) 210% 220%
Discount rate 440 % 495 %
Inflation assumption - RP| 330% 320%
Inflation assumption - CPI 245 % 235%
Returns on equities, GTAA and hedge funds 440 % 590 %
Return on bonds & cash 440 % 390 %
Return on gilts 440% 340%
Return on real estate 440 % 440 %

The projected pension cost for 2013/14 allaws for the changes that would apply under IAS19R  These changes are
particularly significant for the expected return on assets assumpton, where the return on assets ts now calculated
based on the discount rate rather than being based on the expected return on the underlying asset altocation

The expected return on plan assets 1s based on market expectations at the beginning of the penod for retums over

the entire ife of the benefit obligation

Welghted average life expectancy for mortality tables used to determine beneflit obligations In respect of the

NEC Limited Penslon Fund

Male Female
2013 2012 2013 2012

Mamber age 65 (current Life expactancy) 220 223 244 247
Member age 45 (Iife expectancy at age 65) 238 240 264 267
The amounts recognised in the balance sheet are determined as follows
Pensions and other post-retirement obligations

2013 2012

£'000 £000
Present value of funded obfigations (149,464) (133,302)
Fair value of plan assets 123,775 112,224
Total {25,689) {21,078)
The major categones of plan assets as a percentage of total plan assets as are follows
Fund assets

2013 2012
% %

Equtties, GTAA and hedge funds 66 57
Bonds 27 25
Real estate 12 13
Other 5 5
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Fund assets continued

The amounts recogmsed In the income statement are as follows

2013 2012

£'000 £000
Interest cost 8,511 6,653
Expected return on plan assets (6,300) (7,303)
Total included in employee benefit costs { note 19) 211 (650)

The amended version of IAS 19 on employee benefits, issued in June 2011 and effective for penods beginning after
the 1 January 2013, requires net interest to be caleulated on the net defined beneht asset/(lability) using the sarme
discount rate used to measure the defined benefit benefit obligation Where the expected return on assets exceed
the discount rate, the adoption of the amended standard will result in a reduction in reported net iIncome and an
ncrease In other comprehensive come (OCI} The impact on the company's financial statement for the period of
imitial application of the amended standard will depend upon reported pension assets and labilities and the
relationship between the expected return on assets and the discount rate at the date of adoption If the amended
standard had been adopted for the year ended 31 March 2013, net income would have been reduced by estimated

£0 7m and OCl increased by £0 7m

Changes in present value of the defined benefit obligation are as follows

2013 2012

£'000 £'000
Present value of obligation at 1 Apnl 133,302 122,743
Interest cost 6,511 6,653
Actuaral losses 13,160 7.482
Benefils paid {3,499) (3,576)
Present value of obligation at 31 March 149,464 133,302
Changes In the falr value of plan assets are as follows:

2013 2012

£'000 £000
Fair value of plan assels at 1 April 112,224 109,184
Expected seturn on scheme assets 6,300 7,303
Acluanal gains/({losses) 6,818 {2.666)
Employer contributions 1,932 1,979
Benefits paid {3,499} {3,576)
Falr value of plan assets al 31 March 123,775 112,224
Amounts recognised in the statement of financial position

2013 2012

£'000 £'000
Prasent value of wholly or partly funded cbhigations 149,136 133,032
Deficit {(surplus) for funded plans 25,359 20,808
Prasent value of wholly unfunded obligations 330 270
Net Liabllity 25,689 21,078
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Analysis of the movement In the balance sheet llability

2013 2012

£'900 £'000
1 Apnl (21,078) {13,559)
Total {cost)fincome as above {211} 650
Employer contribution 1,932 1,979
Net actuarnal losses recognised n the year {6,332) {10,148)
31 March (25,689) (21,078}
Cumulative actuarial gailns and losses recognised in equity

2013 2012

£'000 £'000
1 Apri {16,830) (6,482)
Net actuanal losses recognised in the year (6,332) {10,148)
31 March (22,962) {16,630)
The actual profit on plan assets was £13 1m (2012 £4 6m)
History of experience gains and losses

2013 2012 2011 2010 2009
Present value of scheme habilities (£'000) 149,464 133,302 122,743 140,200 98,283
Fair value of scheme assats {£'000) 123,775 112,224 109,184 100,803 74,411
Deficit {(£'000) {25,689) (21,078) {13,559) (39,397) (23,872)
Expernience adjustments on scheme assets (£'000) 6,818 (2,666) 1,920 18,274 (27.518)
Expressed as a percenlage of scheme assets (%) [ (2) - (37}
Expenence adjustments on scheme habilities (E£'000) - - 3,526 -
- 3 -

Expressed as a percentage of schame liabilities (%)

The projected pension cost for the financial year ending 31 March 2014 15 £1 Tm

Expected contnbutions to defined benefit schemes for the year ending 31 March 2014 as proposed in the 2011

valuation are £2 Om
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21. Operating lease commitments - minimum lease payments

22

23

Group and Company

2013 2012
Vehicles, Vehicles,
plant and plant and
aquipment equipment
£'000 £'000
Total corﬁmltments under operating leases explring*
Within one year 391 237
Later than one year and not more than five years 811 428
After more than five years 1 1
Total 1,203 666

All leases are cancelable and have vanous terms covering renewal nghts and early terrination

Ultimate parent

The Diwrectors regard Brrmingham City Council, a local authonty in England and Wales, as the ulumate parent of the
company Copies of the accounts are available from www birmingham gov uk

Related party transactions

The group defines related parties as subsidiaries and assocrates (see note 24) where control or significant influence 1s
exercised and entities are controlled by common majority awnership Duning the year the group has undertaken
transactions with the following other related partues

Birmingham Clty Council

The National Exhibition Centre Limited (NEC') undertakes a number of different transactions with 1ts parent
Birmingham City Counall ('BCC') which broadly fall into three categones

. a vanable fee paid by NEC for the nght to operate the venues business as principal,

. commeroal trading transactions undertaken at arm's length basis including management fees on agency
transactions, and

. transactions undertaken by NEC as agent on behalf of BCC for the management of capital works and
collection of tenants' income

The first two categories of transaction are categonsed as trading with the remainder being as agent

Natlonal Exhibltion Centre {Developments) Plc

Under a management agreement dated 14 May 1997 the company manages exhibition halls 17 to 20 at the NEC The
National Exhibition Centre {Developments) Plc 1s wholly owned by Birmingham City Counail
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23. Related party transactions continued

Transactions with related parties are at individually agreed rates

During the year the group and company undertook the following transactions with related parties

Sale of goods and services

Purchasse of goods and services

2013 2012 2013 2012
£'000 £'000 £°000 £000
Associates
MPM Catering Limited 627 1,272 3 22
Subsidiaries
NEC Finance plc - - - 19
Natlonail Exhibition Centre (Ireland) Limited 950 951 - .
Other
National Exhubition Centre (Developments) Plc 1,288 1.212 6,820 6,743
Birmingham City Council - trading 1,986 676 4,318 3,852
Birmingham City Ceuncil - as agent (a) 17,947 16,205 3,363 3,245
Total 22,797 20,316 14,632 13,981

{a} The sale of goods and services of £17 9m (2012 £16 2m) includes £13 1m (2012
provided by Birmingham City Councail to fund the company's operating defiait

Year end balances receivable/{payable} arising from sales and purchase of services

£11 6m) revenue grant funding

2013 2012

£'000 £'000
NEC Finance plc {12} {19)
National Exhubitton Centre (Ireland) Limited 2,229 1,861
National Exhibition Centre (Developments) plc - recewvable 779 BO7
National Extubition Centre (Developments) plc - payable (4,088) (4,132)
MPM Catenng Limited - receivable 178 152
MPM Catering Limited - payable - )]
Birmingharn City Council - trading- receivable 186 252
Birmingham City Council - as agent - recevable 2,696 3.265
Birmingham City Council - trading - payable - {2)
Birmingham City Council - as agent - payable (1,418) (2,961)
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24, Principal subsidiaries and associates

25.

Subsidiary undertakings
NEC Finance plc

NEC Finance plc is a wholly owned subsidiary of the company NEC Finance plc 1s a company incorporated in Engfand
and was formed to raise caprtal through the 1ssue of listed debenture stock to finance

* the construction of The ICC and The NIA, and

* the expansion of the National Exhibition Centre through the construction of extubitions halls ¢ to 12

NEC Pension Trustee Company Limited

NEC Pension Trustee Company Limited 1s a wholly owned subsidiary of the company, limited by guarantee

The company's main activity is to act as a trustee to the National Exhibition Centre Limited Executive Pension Fund

National Exhibitlon Centre {Ireland) Limited

NEC (Ireland) Limited 15 a wholly owned subsidiary of the company, incorporated i Ireland The company was formed
to prowvide strategic and operational management consulting services to The Convention Centre, Dublin

Joint ventures and assoclates

Global Spectrum-NEC D.0.0.

The company owns 50% of the share capital in Global Spectrum-NEC D O O formed with Globat Spectrum which 1s
registered in the US

MPM Catering Limited

The company owns 35% of the share capital in MPM Catenng Limited, which provides mebile catenng facilities

Capital and financial commitments

The company had £0 1m (2012 £Nil) worth of capital expenditure contracted for at the end of year but had not yet
been incurred

In June 2013 the company contracted with BAM Construct UK Ltd for the prowvision of construction and related
services relating to the refurbishment of the NIA The contract 1s for £21 7m over a 20 month contract term expected
to complete in December 2015, with the expenditure for the year ending the 31 March 2014 forecasted at £14 1m
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