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BUSPACE STUDIOS LIMITED

REPORT OF THE DIRECTORS FOR THE YEAR ENDED 31 DECEMBER 2008

The Directors are pleased to present their annual report together with the audited financial statements for the year ended 31
Decernber 2008.

This Directors' report has been preparad in accordance with the special provisions relating to small companies under
section 244{4)(a) of the Companies Act 1985.

1 PRINCIPAL ACTIVITY

The principal activity of the Company is to invest in commercial property.

2  REVIEW OF THE BUSINESS

The results for the year are shown on page 4 of the annual report. The Directors expect the principal activity of the Company to
remain unchanged for the foreseeable future.

The accounts have been prepared on a going concern basis as described in note 1.2.
3 DIVIDENDS
The Directars do not propose any dividends for the year ended 31 December 2008 (2007 Enil).

4  PRINCIPAL RISKS AND UNCERTAINTIES

The Company considers there are a number of potential risks and uncertainties which could have a material impact on the
Company's performance and could cause the actual resuits to differ materially from expected and historical results.
Management and mitigatien of these risks is the responsibility of the directors of the company.

Risk Mitigation

« Cyclical downturn in property market Long-term investment strategy to mitigate short term unrealised losses
+ Covenant breaches in downturn Ability to re-negotiate with lender.

= Changes in tenant demand Strategy of securing long leased tenants with strong covenant strength.
« Ability 1o access finance Parent debt service cover guarantees given to secure funding.

» Credit risk - tenants All potential tenants assessed for credit worthiness. Rental deposits

taken as required.
Large institution used with good credit rating.

o Credit risk - lenders
5  DIRECTORS

The Directors of the Company during the year were as follaws:

Mr K Chapman (resigned 6 August 2008)

Mr P Sjoberg (resigned 2 May 2008)

Mr S F Board {resigned 8 May 2008)

Mr E H Klotz (appointed 2 May 2008; resigned 12 June 2009; re-appainted 18 September 2009}

Mr T J L Wilis (appointed 1 September 2008; resigned 12 fune 2009}

Mr A G P Millet {appoinied 1 Seplember 2008; resigned 12 June 2009; re-appoainted 18 September 2009)
Mr C Sandberg {appointed 12 June 2009)

Quatifying third party indemnity provisions (as defined in section 234 of the companies Act 2006) are in force for the benefit
of the Directers and former Directors who held office in 2008.
Each Director has confirmed that:

+ sofaras he is aware, there is na relevant audit information of which the Company’s auditors are unaware; and

+  he has taken all the steps that he ought to have taken as a Director in order to make himself aware of any retevant audit
informaticn and to establish that the Company's auditors are aware of that information.

This confirenation is given and should be interpreted in accordance with the provisiens of s234ZA of the Companies Act 1985,




BUSPACE STUDIOS LIMITED

REPORT OF THE DIRECTORS FOR THE YEAR ENDED 31 DECEMBER 2088 (CONTINUED)

6  STATEMENT OF DIRECTORS' RESPONSIBILITIES IN RESPECT OF THE FINANCIAL STATEMENTS

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

Company law requires the Directors to prepare financial statemnents for each financial year. Under that law the
directors have elected to prepare the financial statemenis in accordance with United Kingdom Generally Accepted
Accounting Practice {United Kingdom Accounting Standards and applicable law). The financial statements are required
by law to give a true and fair view of the state of affairs of the Company and of the profit or loss of the Company for that
period. In preparing these financial statements, the Directors are required to:

« select suitable accounting policies and then apply them consistently;

e make judgments and estimates that are reasonable and prudent; and

« prepare the financial statements on the going concern basis unless it is inappropriate 1o presume that the
Company will continue in business.

The Directors are responsible for keeping proper accounting recerds that disctose with reasonable accuracy at any
time the financial position of the Cempany and enable them 1o ensure that the financial statements comply with the
Companies Act 1985 . They are also respensible for safeguarding the assets of the Company and hence for taking
reasonable steps for the prevention and detection of fraud and other irregutarities.

7  AUDITORS

A resolution to reappoint Detoitte LLP as auditors of the Company will be proposed at the annual general meeting.

ON BEHALF OF THE BOARD REGISTERED OFFICE:
' ) - 86 Bondway
Lendon SW8 1SF

Mr E H Klatz
Director

2 Ocotober 2009




BUSPACE STUDIOS LIMITED
INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF BUSPACE STUDIOS LIMITED

We have audited the financial statements of Buspace Studios Limited {or the year ended 31 Oecember 2008 which comprise the
Profit and Loss Account, the Statement of Total Recognised Gains and Losses, the Balance Sheet and the related notes 11to 13.
These financial statements have been prepared under the accounting policies set out therein.

This report is made sotely ta the Company’s members, as a body, in accordance with section 235 of the Companies Act 1985.
Our audit work has been undertaken so that we might state to the Company’s members those matters we are required to state lo
them in an auditors’ report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the Company and the Company’s members as a body, for our audit work, for this report, or for
the apinions we have formed.

Respective responsibilities of Directors and auditors

The Directors' responsibilities for preparing the financial statements in ac¢cordance with applicable law and United Kingdom
Accounting Standards (United Kingdam Generally Accepted Accounting Practice) are set out in the Statement of Directors’
Responsibilities.

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory requirements and
International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the financial statements give a true and fair view and are properly prepared in
accordance with the Companies Act 1985 . We also report ie you whether in our opinion the informatian given in the Directors’
Repart is censistent with the financial statements,

In addition we report to you if, in our opinion, the Company has not kept proper accounting records, if we have not received all the
information and explanations we require for our audit, or if information specified by law regarding Directors’ remuneraticn and
cther transactions is not disclosed.

We read the Directors’ Report and consider the implications for our repert if we become aware of any apparent misstatements
within it

Basis of audit opinion

We conducted our audit in accordance with International Standards an Auditing (UK and Ireland) issued by the Auditing Practices
Board. An-audit includes-examination, on a test basis, of evidence relevant to ihe amounts and disclosures in the financial
statements. It also includes an assessment of the significant estimates and judgments made by the Directors in the preparation
of the financial statements, and of whether the accaunting policies are appropriate to the company's circumstances, consistently
applied and adequately disclosed.

We planned and performed our audit o as to obtain all the information and explanations which we considered necessary in arder
to provide us with sufficient evidence to give reasonable assurance that the financial statements are free from material
misstaternent, whether caused by fraud or other irregularity or error. in forming our opinion we also evaluated the overall
adequacy of the presentation of information in the financial statements.

Opinion
In our opinion:

* the financial staterents give a true and fair view, in accordance with United Kingdom Generally Accepted Accounting Practice,
of the state of the Company's aftairs as at 31 December 2008 and of its loss far the year then ended:;

» the financial staternents have been properly prepared in accordance with the Companies Act 1983 ; and

» the information given in the Directors’ Report is consistent with the financial statements.

Emphasis of matter - Going concern

In ferming our opinian on the financial statements, which is not qualified, we have censidered the adequacy of the disclosure made in

note 1.2 to the linancial statements concerning the company’s abitity to continue as a going concern. The company incurred a net
loss of £100,429 during the year ended 31 December 2008 and, as of that date, the company’s current liabilities exceeded its total

assets by £864,7456. Given this position there is uncertainty over the ability of the Company to discharge its liabilities as they fall due if
support from the uttimate parent company was not ferthcoming. These conditions, along with other matters explained in note 1.2to

the financial statements, indicate the existence of a material uncertainty which may cast significant deubt about the company’s

ability to continue as a going concern. The financial statements do not include the adjustments that would result if the company was

unable to continue as a aoino concern.

Qosath cco

Deloitte LLP
Chartered Accountants and Registered Auditors
Londen, United Kingdem

S Lcatoher 2009

4 Uckidar




BUSPACE STUDIOS LIMITED
PROFIT AND LOS5 ACCOUNT

FOR THE YEAR ENDED 31 DECEMBER 2008

Turnover

Administrative expenses

Operating profit

Interest payable and similar charges

Loss on ordinary activities before taxation

Tax charge on loss on ordinary activities

Loss for the financial year

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

Loss for the financial year

Unrealised deficit on revaluation of property

Total recognised losses for the year

There is no materia! difference between the loss on ordinary activities before taxation and the loss for the

year stated above, and their historical cost eguivalents.

All items included in the above profit and loss account are part of continuing operations.

NOTES

2)

3

(5)

(6)

12

)

2008 2007

[ £

164,352 164,352
(20,194) {25,083)
144,158 139,269
(241,585) (246,039)
(97.427) (106,770)
(3.002) (62,500)
(100,429) {169,270)
2008 2007

£ £
(100,429) (169,270)
(400,000) (350,000}
(500,429} (519,270)




BUSPACE STUDIOS LIMITED

BALANCE SHEET AS AT 31 DECEMBER 2008

FIXED ASSETS
Tangible assets

CURRENT ASSETS
Cash at bank and in hand

CREDITORS: amounts falling due
within one year
NET CURRENT LIABILITIES
TOTAL ASSETS LESS CURRENT LIABILITIES

CREDITORS: amounts falling due
after more than one year

PROYISION FOR LIABILITIES

NET LIABILITIES

CAPITAL AND RESERVES
* Callec' up share capital

Revaluation reserves
Profit and loss account

SHAREHOLDERS' DEFICIT

NOTES

(N

8)

[&)]

(o

(1)
12)
(12)

2008 2007

£ €
3,100,000 3,500,000
424 424

424 424
(3,865,218 (1,614,761)
(3,864,794) (1.614,337)
(764,794} 1,885,663
(2,153.030)

(99.972) (96,970}
(B64,766) (364,337)
1901 . 100
137.517) 262,483
(727,349) (626,920
(B864,768) (344,337

The financial statemenis on pages 4 to 9 were approved by the Board of Directors on 9 Ocotober 200 and signed on its behaif by:

ECTOR

MrEHHKotz : :




BUSPACE STUDI0S LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2008

1

PRINCIPAL ACCOUNTING POLICIES

15

The principal accounting policies are summarised below. They have been applied consistenily throughout the year
and the preceding year.

Basis of preparation

The accounts have been prapared under the historical cost canvention, modified ta include the revaluation of tand and
buildings and in accordance with applicable United Kingdom accounting standards and on the going concern basis. The
Directors consider that the Company is a going concern. The Company has tzken advantage of the exemption in Financiat
Reporting Standard No. 1 as a cash flow statement has been grepared for the Group. The Company is a wholly owned
subsidiary of CLS Haldings plc and has taken advantage of the exemption in Financial Reporting Standard No. 8 not to
detail transactions with fellow Group undertakings as the tinancial statements of CLS Holdings plc are publicly avaitable.

Going concern

The Company's business activities and review of the business are set out in the directors’ report.

The directars have reviewed the current and projected linancial position of the Company making reasonabte assumptions
about future rental income and property values. The Company is subject to the current economic uncertainties and if
property values were to deteriorate significantly further over the foreseeable future then there are scenarios in which the
financial covenants within its external facilities could fail te be met. The Company is funded by a combination of external
and internal interest bearing debt. The external debt was due for repayment on 21 July 2009 In September 2009 the
Company successfully managed to re-negotiate its externat debt. As part of this arrangement £100,366 will be repaid
(financed by a short term intercampany loan} to the externat loan provider. The repayment is expected te occur in October
2009. in response to this the loan pravider will extend the loan for a period of 2 years until August 2011 and waive the loan
to value covenant requirement for a period of ane year. In the current market there is some uncertainty as to whether the
toan to value covenant will be complied with at the end of the one year waiver period. The company alsc has significant net
current liabilities. These faciors represent a material uncertainty which may cast significant deubt on the company’s
ability to continue as a going concern and therefare it may be unable to realise its assets and discharge its liabilities inthe
normal course of business.

The Company has historically received support from its ultimate parent company and there is a reasonable expectation
that this will continue going forward. in addition 1o this a guarantee given by the ultimate parent company remains which
covers all-interest.and amortisation under the facility. As such the directors have a reasoenable expectation that there are
adequate resources o cantinue in operational existence for the foreseeable future. Accordingly the directors conlinue to.
adopt the going concern basis in preparing the financial statements.

investment Properties

Investment properties are revalued bi-annually. Completed investment properties are stated at their open market value.
Investment properties in the course of development are stated at open market value in their existing state. Surpluses or
deficits arising on revaluation are reflected in the revaluation reserve. Revaluation deficits in excess of the amount of prior
revaluation surpluses are charged to the profit and loss account.

In accordance with Statement of Standard Accounting Practice 19 no depreciation is pravided on completed freehold
investment properties. The requirement of the Companies Act 1985 is to depreciate all properties, but that requirement
contlicts with the generally accepted accounting principle set out in SSAP 19. The Directors consider that, as these
properties are not hetd for cansumption but for investment, to depreciate them would not give a true and fair view and that
it is necessary to adopt SSAP 19 in order to give a true and fair view. Depreciation or amortisation is one af the many
factars influencing a property valuation and if depreciation or amortisation might have been charged, it is not possible to
identify or quantify this separately.

Turnover

Turnover comprises the total value af rents receivable under operating leases, including reverse premiums paid by tenants
on surrender of leases and property-related services provided during the year, excluding VAT. Where there is a material
rent free period and the amount is considered to be recoverable, the income is spread evenly over the period Lo the date of
the first break. Rents received in advance are shown as deferred income in the balance sheet.

Taxation
Corporation tax is provided on taxable profits at the currenk rate.

Deferred tax is recognised in respect of all timing differences that have originated but not reversed a1 the balance sheet
date where transaclions or events that result in an obligation to pay more tax in the future or a right to pay less tax in the
future have occurred at the balance sheet date. Timing differences are differences between the company’s taxable prolits
and its resulls as stated in the financial statements.

A net deferred tax asset is regarded as recoverable and therefore recegnised enly when, on the basis of all available
evidence, it can be regarded as more likely than not 1hat there will be suitable taxable profits from which the reversal of
the underlying timing differences can be deducted.

Deferred tax is measured, on an undiscounted basis, at the average tax rates that are expected to apply in the periods in
which the timing differences are expected to reverse based on tax rates and laws that have been enacted or substantively
enacted at the balance sheet date.

Provision is noi made in respect of property revaluation gains and losses

Issue costs of loans

Issue costs relating 1o new loans are capitalised and amartised ta follow the profile of the toan principal. Unamortised
amounts at the balance sheet date are deferred against the loan liability.

-b-




BUSPACE STUDILOS LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2008 (CONTINUED)

2

TURNOVER

Rental income within the United Kingdom

INTEREST PAYABLE AND SIMILAR CHARGES

On bank loans ang overdrafts
On amounts due to group undertakings
Amortisation of refinancing f arrangement fees

DIRECTORS' EMOLUMENTS AND EMPLOYEE INFORMATION

None of the Directors received any remuneration during the year in respect of services as Directors to the Company {2007:

£nil). The Company had no employees during the year (2007: none).
LOSS ON ORDINARY ACTIVITIES BEFORE TAXATION
This is stated after:

Fees payable to the company’s auditer for the audit of the company's annual accounts

TAX CHARGE ON LOSS ON ORDINARY ACTIVITIES

Payments made tor losses claimed
as group relief in respect of previous periods

Total current 1ax charge

_ Deterred tax chargef{credit): origination and reversal of timing differences.

Total tax charge on loss on ordinary activities

The differences between the totat current tax shown above and the amount calculated by applying
the standard rate of UK corporation tax 1o the loss before tax is as follows;

Loss on ordinary activities before tax

Loss on ordinary activities before taxation muitiplied by
the standard rate of UK corporation tax of 28.5% (2007: 30%)
Effect of:
Losses surrendered by group/consortium relief for nil payment and
differences between capital allowances and depreciation
Payment for group relief claimed
in respect of previous periods

Current tax charge in profit and loss account

2008 2007
£ €
164,352 164,352
2008 2007
3 £
150,445 150,146
89.747 95,288
1,393 605
241,585 246,039
2008 2007
£ £
2,667 1,000
2008 2007
£ £
70,590
- 70,590
3.002 {8.090)
3,002 42,500
2008 2007
£ £
{97,427) {106,770}
(27.767) (32,031)
27,767 32,031
- 70,590
- 70,590




BUSPACE STUDIOS LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2008 (CONTINUED)

7  TANGIBLE ASSETS Freehold
Investment
Property
[4
Valuation at 1 January 2008 3,500,000
Deficit on revaluation (400,000)
Valuation at 3% December 2008 _‘&g

The investment property was revalued at 31 Decernber 2008 to its fair value. The valuation was based on current
prices in an active market, The praperty valuation was carried out by Allsop & Co who are external, professionally
qualified valuers.

The current economic climate and lower transactional volumes in the real estate markets has meant that our
valuers have referred to greater use of professional judgement in arriving at the year end valuation, Whilst there
is greater volatility in property prices in the short term the company is investing for the longer term and therelore
will not be adversely impacted by short term fluctuations in value.

The Directors are satisfied that the external valuations supplied are appropriate to adopt for these financiat
statements without adjustment.

The historical cost of investment properties included at valuation was £3,237,517 (2007 £3,237,517).

& CREDITORS: amounts falling due 2008 2007
within one year £ £
Bank loans and overdrafis 2,153,364 -
Unamaortised refinancing/arrangement fees - (1,058)
Amounts due to group undertakings 1,562,914 1,455,010
Dther taxation and social security 91,398 92,290
Accruals and deferred income 67,540 68,519

) ' o - ) 3.865.218 1,614,761

9  CREDITORS: amounts falling due 2008 2007
after more than ene year [ £
Bank loans - 2,153,364
Unamortised refinancing/arrangement fees - (336)

- 2,153,030

The loan is repayabie as follows:

In one year or less, or on demand . (336}
In more than one year but not more than two years - 2,153,366
- 2,153,030

Interest on the bank loan is charged at LIBOR plus a margin of 1.}4% and is secured by a legal charge over the property
Buspace Studios.

The capitalised arrangement fees for the year are E£nil (2007: £1,000).
The external debt was due for repayment on 21 July 2009, In September 2009 the Company successiully managed io re-negotiate

its external debt. As part of this arrangement £100,346 will be repaid (financed by short erm intercompany loan) Lo the external
loan provider. The repayment is expected to accur in Octaber 2009.




BUSPACE STUDIOS LIMITED

NOTES TO THE FENANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2008 (CONTINUED)

10 PROVISION FOR LIABILITIES

Deferred taxation is provided as follows:

Capital altowances in excess of depreciation
Future benefit of tax losses

At 1 January
Amount charged to profit and loss

At 31 December

11  CALLED UP SHARE CAPITAL

Authgrised, allotted, called up and fully paid:

Ordinary shares of £1 each

At1 January

Loss for the financial year
Deficit on revaluation

2008 Amount 2007 Amount
Provision unpravided Provision unprovided
€ £ € £
99,972 - 96,970 -
- - - (27.323)
99.972 - 96,970 {(27,323)
96,970 105,060
3,002 (8,090)
99,972 96,970
No tax would arise on the disposal of the property as the current market vatue is betow historic cost.
2008 2007
£ €
100 100
12 COMBINED STATEMENT OF RESERYES AND RECONCILIATION OF MOVEMENT IN SHAREHOLDERS' DEFICIT
Revaluation Profit and 2008 2007
Capital Reserves Loss Account Tetal Total
I £ € .. £ -
262,483 (626,920) (364,337) 154,933
- (100,429) (100,429) (149,270)
(400,000) - (400,000) (350,000)
(137.,517) (727.349) {Bb4,768) (364,337)

Balance at 31 December

13 PARENTUNDERTAKING

The Directors consider that at the balance sheet date the immediate and ultimate parent undertaking and centrolting party was
CLS Holdings plc which is incorporated in Great Britain and registered in England and Wales. Copies of the parent's
consolidated financial statements may be gbtained from The Secretary, CLS Holding ple, 86 Bondway, London SW8 1SF.

On 11 June 2009 the immediate parent undertaking became Pantheon Securities Limited (a company registered in the British
Virgin Islands) following the transfer of the shares of the company. The ultimate parent company and contalling party

remained unchanged.




