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Box Television Limited

Dhrectors' Report
For the seven months ended 31 October 2007

The directors submut ther repont and accounts for the seven months ended 31 October 2007

Principal activifies and results

The principal activity of Box Television Limited ("the Company") 1s to operate viewer interactive music
televiston services 1n the Umted Kingdom and the Republic of Ireland known as, amongst others,

“The Box", "Kiss TV", " Q TV", "Kerrang'TV","Smash Hats TV","Magic TV" and “The Huts TV"

The results for the Company show pre-tax profits for the penod of £2,815,000 (year ended 31 March 2007 £7,851,000)

and turnover of £13,962,000 (year ended 31 March 2007 £26 557,000) An wnterun dividend of £711,000 (year ended 31 March
2007 £ml) was paid in the period The directors do not recommend the payment of a final dividend (year ended 31 March

2007 £11,685,000, which was declared and paid in the current period)

With effect from | August 2007, Bauer Consumer Media Limited (formerly Emap Consumer Media Limited), the Company's immediate
parent company, sold 50% of its holdings in the Company's shares to 4 Ventures Limited, a subsidiary of Channel Four Television
Corporation, making the Company a joint venture company from this date

On 10 January 2008 the Company changed its accounting reference date to 31 October 2007

Post Balance Sheet Events

On 7 December 2007, Emap plc (now known as Emap International Lumuted "Emap"), the ultunate parent company of Bauer Consumer
Media Limited, announced the sale of 1ts Consumer Medsa dnision, which includes the Company, to Hemnnich Bauer Verlag KG The
disposal was approved by the sharcholders of Emap at a General Meetng on 25 January 2008 and completed on 31 January 2008

On 13 February 2008, the Company changed 1ts registered office to 124 Horseferry Road, London SWIP 2TX

On 15 August 2008, the Company rebranded The Hits TV to 4Music combining the unique heritage of Channel 4's music output and the
strong performance of The Hits Withun three days of the relaunch it has established 1tself as the UK number one music TV channel

Future outlook

The external commercial environment 15 expected to remain competitive m 2007-08 and beyond as competitive intensity remains high
the TV sector Future growth in the business 1s expected principally in two areas, 1) Launching/Re-launching new channels, 2)
Expanston of offerinigs across platforms (¢ g web, mobile, IPTV/VOD)

Principal nsks and uncertainties
There are some nsks and uncertamnties that the Company faces m 2007-08 which are expected to be offset by the aforementioned future

growth opporturuties  Notable nisks include, advertising outlook given recesstonary fears wathin the ad UK market, incremental
transmussion costs caused by digital switch over and addittonal content and marketing costs remain competitive as digital TV approaches
market saturation

Key performance indicators (“KPIs")
The Company's performance on key performance indicators s favourable Share of the music television market grew mn the period Apnl

to October by 1% pont to 38% Commercial impacts have grown 24% on The Hits TV channel, in part due to its presence on the
growing DTT platform The remaining channels have declined 19% due to increased competittve pressure on the Sky and Cable
platforms

Directors
The current directors are shown on page | The directors who held office during the period are given below

A N C Bames (appowted 31 July 2007)

R Henwood (appointed 31 July 2007, resigned 18 February 2008)
K Alygo {apponted 31 July 2007, resigned 18 February 2008)
D Mistry {appointed 6 June 2007, restgned 2 Apnil 2008)

M Rich (resigned 6 June 2007)

M Stanton (resigned 18 August 2008)

Creditor payment policy

The Company understands the benefits to be derived from mamtaiming good relationships wath 1ts supphiers and
accordingly the Company ensures that, wherever possible, its payments to suppliers for goods and services are

made m accordance with the suppliers' terms and conditions  The Company had ne trade creditors at 31 October 2007
(vear ended 31 March 2007 creditor days were 34 days)
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Box Television Limited

Directors' Report
For the seven months ended 31 October 2007

Statement of directors’ responsibihties

Company law requires the directors to prepare financial statements for each financial year which give a true

and fair view of the state of affaurs of the Company and of the profit or loss of the Company for that peniod The
directors are required to prepare the financial statements on the gomng concern basts, unless 1t 15

mappropriate to presume that the Company will continue m busness

The directors confirm that suitable accounting policies have been used and applied consistently They also
confirm that reasonable and prudent judgements and estimates have been made 1n prepanng the financial
statements for the seven months ended 31 October 2007 and that apphcable accounting standards have been followed

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy

at any time the financial position of the Company and to enable them to ensure that the financial statements
comply with the Companies Act 1985 They are also responsible for safeguardmg the assets of the

Company and hence for taking reasonable steps for the prevention and detection of fraud and other uregulanties

Each of the persons who 1s a drrector at the date of approval of this report confirms that (1) so far as the director

15 aware, there 15 no relevant audit mformation of which the Company's auditors are unaware, and (2) the director has taken
all the steps s/he ought to have taken as a director in order (o make him/herself aware of any relevant audit mformation

and to establish that the Company's auditors are aware of that nformation  Thus confirmation 1s given and should be
mterpreted i accordance with the provisions of s234Z.A of the Compames Act 1985 (as amended)

Approved by the board of directors on L September 2008

S Rose
Director

CP Evans
Dhirector
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Box Television Limited
Independent Auditors' Report
For the seven months ended 31 October 2007

Independent auditors' report to the members of Box Television Limited

We have audited the financial statements of Box Television Limited for the seven months ended 31 October 2007
which comprise the profit and loss account, the balance sheet, and related notes These financial statements
have been prepared under the accounting policies set out therewn

Respective responsibilities ot directors and auditors

The directors' responsbilities for prepanng the financial statements in accordance with applicable law
and Umited Kingdom Accounting Standards (Umted Kingdom Generally Accepted Accounting Practice)
are set out m the Statement of Durectors’ Responsibihities

Cur responsibility 1s to audit the financial statements in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland) This report,

cluding the opimon, has been prepared for and only for the Company’s members as a body 1n accordance
with Section 235 of the Compames Act 1985 and for no other purpose  We do not, in g1ving this opinion,
accept or assume responsibility for any other purpose or to any other person to whormn this report 15 shown or
mio whose hands 1t may come save where expressly agreed by our pnor consent n wnting

We report to you our opiion as to whether the financial statements give a true and fair view and are properly
prepared 1n accordance with the Companies Act 1985 We also report to you whether, i our opimon, the
information given in the directors' report 18 consistent with the financial statements

In addition we report to you 1f, m our opmon, the Company has not kept proper accounting records, 1f we have
not recerved all the miormation and explanations we requure for our audit, or 1f information specified by law
regardig directors' remuneration and other transactions 1s not disclosed

We read the Directors' Report and consider the implications for our report if we become aware
of any apparent musstatements withmn 1t

Basis of audit opimion

We conducted our audit 1n accordance with International Standards on Auditing (UK and Lreland) 1ssued

by the Auditing Practices Board An audit includes exarmnation, on a test basis, of evidence relevant to the
amounts and disclosures i the financial staternents It also meludes an assessment of the significant estumates
and judgements made by the directors mn the preparation of the financial statements, and of whether the
accounting policies are appropnate to the Company's circumstances, consistently applied and adequately
disclosed

We planned and performed our audit so as to obtain all the mformation and explanations which we considered
necessary 1n order to provide us with sufficient evidence to give reasonable assurance that the financial
statements are free from matenal musstatement, whether caused by fraud or other wregulanty or error In
forung our opinion we also evaluated the overall adequacy of the presentation of information in the financial
statements '

Opinlon
In our opinion

® the financial statements give a true and fair view, 1 accordance with United Kingdom Generally
Accepted Accounting Practice, of the state of the Company's affairs as at 31 October 2007 and of 1ts
profit for the period then ended,

e the financial statements have been properly prepared n accordance with the Companies Act 1985, and

¢ the mformation given m the Directors' Report is consistent with the financial statements

Pr‘\.ua\...s 7] S
wr e Mhoviy CGB'?;, o WP -
PricewaterhouseCoopers LLP
Chartered Accountanis and Registered Auditors
London

5 September 2008
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Box Television Limited
Profit and Loss Account
For the seven months ended 31 October 2007

7 months ended
31 October 2007

12 months ended
31 March 2007

Notes £'000 £000
Turnover 2 13,962 26,557
Cost of sales (2,668) (4,759)
Gross profit 11,294 21,798
Admunistrative expenses (8,736) (14 676)
Other operating income 20 -
Operating profit 3 2,578 7,122
Interest receivable 5 237 729
Profit on ordinary activities before taxation 2,815 7,851
Tax on profit on ordinary activities 6 (857) (2 358)
Profit after taxation 1,958 5.493
Dividends 7 (12,396) -
(Loss)/retained profit for the period 13 (10,438) 5.493

The above results relate to coninuing operations

The company has no recognised gains and losses other than those stated above and therefore no separate
statement of recognised gains and losses has been presented

There 15 no difference between the reported profits and the histoncal cost profits on ordinary activities before
taxation for both penods being reported

The notes on pages 7 to 13 form part of these accounts
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Box Television Limited

Balance Sheet
At 31 October 2007

31 October 2007 31 March 2007

Notes £'000 £000
Fixed assets
Tangmble fixed assets 3 309 238
Current assets
Debtors 9 7,301 16,606
Creditors amounts falling due within one year 10 (4,649) (2 656)
Net current assets 2,652 13.950
Net assets 2,961 14,188
Capital and reserves
Called up share capital 12 1 1
Share premium account 13 1,713 2,502
Profit and loss account 13 1,247 11.685
Total shareholders' funds 14 2,961 14,188

The financial statements on pages 5 to 13 were approved by the board of directors on lSeptember 2008

and were signed on 1ts behalf by

S Rose
Director

C P Evans
Diarector
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Box Television Limited

Notes to the accounts
For the seven months ended 31 October 2007

1

Accounting policies

Basis of accounting

These accounts have been prepared on the going concemn basis and under the histonical cost convention and 1n
accordance with the Compames Act 1985 and apphcable accounting standards i the United Kingdom  The directors,

in accordance with the Financial Reporting Standard 18, "Accounung Policies" ("FRS 18™), confirm

that the accounting policies used by the Company are the most appropriate, consistently applied and adequately disclosed

A summary of the more important accounting policies 13 set out below
Tangible fixed assets and depreciation

The cost of tangible fixed assets less estunated residual value on disposal 1s written down evenly over their
expected useful ives as follows

Plant and machnery - 3 years
Fixures, fitungs and equipment -3 years
Leasehold improvement - 5 years or shorter of life of lease

Estimated usefu] lives and residual values are reviewed at each balance sheet date

Taxation

The charge for taxation 1s based on the profit for the penod and takes into account taxation deferred because
of uming differences between the treatrnent of certain items for taxation and accounting purposes Tax
deferred or accelerated by the effect of tumung differences 1s accounted for to the extent that a transaction

or event that has occurred at the balance sheet date gives rise to an obligatton to pay more tax or a nght to
pay less tax in the future Deferred tax assets are only recogmsed to the extent that, based on available
evidence, 11 15 more likely than not sunable taxable profits will anse from which the reversal of the asset can
be deducied The Company does not discount deferred tax assets or habihues

Dividends
Dividend distributions to the Company's shareholders are recognised as a liability esther 1n the peniod in which
the dividends are approved by the Company's shareholders or, 1n the case of intenm dividends, when the dividend 1s pad

Leasing
Rental costs under operating leases are charged to the profit and loss account in equal annual amounts
over the penod of the lease

Foreign currency translation

Monetary assets and habihttes denominated 1n foreign currencies are translated nto sterling at the rates of
exchange ruling at the accounting date  Transactions 1n foreign currencies are recorded at the rate ruling at the
date of the transaction  All differences are taken to the profit and loss account

Pensions
Emap operates a defined contmbution pension plan, Flexiplan, for ehigible employees of the Company The cost of
providing pensions under the defined contnbution scheme 1s charged to the profit and loss account as 11 becomes payable

Turnover

Revenue 1s recogmised when the significant nisks and rewards of ownership have been transferred to a
third party, or for services provided, at the pount when it 1s probable that the economic benefits wall flow
to the Company and when the amount of revenue can be reliably measured Revenue 15 measured at the
fair value of the consideration and represents amounts recervable for services and goods provided n the
nomal course of business, net of discounts, custom duties and sates taxes

TV advertising revenue 15 recogmsed on the date of broadcast and subscription revenue 1s recogmsed on monthly
subscnber viewer numbers Other revenues are recognsed at the point of sale or evenly over the hife of the contract

An analysss of tumover by geographicat market 15 given below

7 months ended 12 months ended

31 October 2007 31 March 2007

£'000 £'000

United Kingdom 13,767 26,186
Rest of the world 195 37
13,962 26,557
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Box Television Limited

Notes to the accounts
For the seven months ended 31 October 2007

3 Operating profit

(a)  Ths s stated after charging

7 months ended 12 months ended

31 October 2007 31 March 2007

£°000 £'000

Depreciauion of owned tangible fixed assets 57 267
Operating lease rentals - plant and machinery 2,660 4,083
Fees for the audit of the Company 7 10

Fees for the audit of the Company for the 12 months ended 31 March 2007 of £10,000 were bome by other underiakings of the Emap Group

and noi recharged

(b} Directors’ emoluments

The Durectors did not recerve any compensation for their services during the period {year ended 31 March 2007 £79,000)

4 Staff costs

(a) Costs (including directors' emoluments) 7 months ended 12 months ended
31 October 2007 31 March 2007

£°000 £'000

Wages and salanes 792 1,493
Social security costs 100 197

Qther pension costs 15 35

907 1,725

(b) Pension costs defined contribution plan - (Flexiplan)
The pension charge for Flexiplan represents contributions payable by the employer During the peniod 1t amounted to
£14,683 (year ended 31 March 2007 £35,487) The pension scheme 15 admimstered by Emap

(¢) Employees
The average weekly number of UK persons (including executive directors) employed by or engaged in the business
of the Company during the penod was 40 (year ended 31 March 2007 41)

(d) Staff share bonus
In the year ended 31 March 2007, Emap offered free shares to the value of £840 to qualifying staff Sharemap
was part of Lifemap, Emap's flexible benefits plan, and allowed staff to save up to £1,500 a year to buy Emap
shares Emap would then match the cumulative investnent n shares on a one o one basis The shares were held
1 trust for staff for three years, after which time they could be sold After five years, the shares were free of income
tax on release from the trust The Emap SAYE scheme has ran in the UK for 22 conservative years No such
staff share bonus was offered during the penod ended 31 October 2007

Page 2




Box Television Limited

Notes to the accounts

For the seven months ended 31 October 2007

5

Interest receivable

7 months ended
31 October 2007
£'000

12 months ended
31 March 2007
£'000

Interest recervable (see note 18)

237

729

Tax on profit on e¢rdinary activities

7 months ended

12 months ended

31 October 2007 31 March 2007

£000 £'000

Corporation tax 814 2353
Corporation tax prior year adjustment - )

Total current tax 814 2,349

Deferred tax - current petiod 30 10
Deferred tax - pnor year 13 n

Tax on profit on ordinary activities 857 2,158

The difference between tax as per the financial statements and tax at the UK nomumal rate 1s explamed below

7 months ended 12 months ended

31 October 2007 31 March 2007

£'000 £000

Profit before tax 2,815 7,851

Tax charge at 30% (2007 30%) 844 2,355
Carporation tax prior year adjustments - @

Non-tax deductible expenses 2 8
Deferred tax accelerated capital allowances 32) (10}

Current tax charge for the period 814 2,349

The anticipated future effective rate of tax for the Company will be around 28-29% representing a current period tax charge catculated as
the future UK nom:nal rate of tax at 28% (31 March 2007 30%) multiplied by the accounting profit for the penod plus ordinary permanently

disallowed 1tems of wcome and expense

The UK budget announcement of 21 March 2007 included a number of changes to the UK tax rules 1o be phased in over the

financial years 2008/09 - 2010/11 (inclusive) The announcements that will have the most immediate umpact on the Company

are the reduction i the rate of UK corporation tax from 30% o 28% and the reduction 1n {ax allowances on plant and machinery
from 25% to 20% (plant) and 25% to 10% (bwilding fixtures) for the 2008/09 financial year As at the balance sheet date the

reduced rate of corporation tax to 28% had been substantially enacted whilst the capatal allowance rate changes had not The

deferred tax as at 31 Qctober 2007 has therefore been calculated at the future expected rate of reversal of 28% ( March 2007 - 30%)

Dividend paid

7 months eaded 12 months ended
31 October 2007 31 March 2007
£000 £000

Final dividend for year ended 31 March 2007 of £12,470 per ordinary share
of £1 each (31 March 2007 £ml) 11,685 .
Intertm dividend of £759 per ordmnary share of £1 each (31 March 2007 £mil) 711 -
12,3%6 .
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Box Television Limited

Notes to the accounts
For the seven months ended 31 October 2007

8 Tangible fixed assets

Plant & Fixtures & Leasehold
Equipment Futngs Improvement Total
£000 £'000 £000 £000

Cost
At I Apnl 2007 3,489 222 2 3,713
Additons 118 10 - 128
Transfers 91 (€2)] - -
At 31 October 2007 3,698 141 2 3.841
Depreciation
At | Apnl 2007 3,258 215 2 3475
Provided dunng the penod 51 6 - 57
Transfers 107 (107) - -
At 31 October 2007 3416 114 2 3,532
Net book value
At 31 October 2007 282 27 - 309
At 31 March 2007 23] 7 - 238

9 Debtors

31 October 2007 31 March 2007

£'000 £'000

Trade debtors 528 816
Amounts owed by related undertakings (see note 18) 3,658 14,378
Prepayments and accrued income 2,932 1,186
Deferred tax (Note 11) 183 226

7,301 16,606

Amounts owed by related undertakings arc unsecured, bearng interest at the SONIA rate (31 March 2007 SONIA rate) and have no

fixed date of repayment

10 Creditors amounts falling due within one year

31 October 2007

31 March 2007

£'000 £000
Trade creditors - 445
Amounts owed to related undertakings (see note 18) 708 -
Accruals and deferred income 2,108 1,454
Other credutors including taxation and social secunity 265 49
Other creditors 1,069 708
Corporation tax 499 -

4,649 2,656

Amounts owed to related undertakings are unsecured, bearing interest at the SONIA rate (31 March 2007 SONIA rate) and have no

fixed date of repayment
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Box Television Limited
Notes to the accounts

For the seven months ended 31 October 2007

11

Deferred taxation

The movement on deferred tax s

Deferred tax

£'000
At 1 Apnl 2007 (226)
Transferred from profit and loss account 43
At 31 October 2007 - (183)

The deferred taxation asset has been recogmised in the accounts as follows

31 October 2007

31 March 2007

£'000 £000
Depreciation mn advance of capital allowances (183) (226)
There 15 no unprovided deferred taxation (31 March 2007 nil)
12 Calted up share capital
31 October 2007 31 March 2007
£ £
Authorsed .
1,000 ordinary shares of £1 each 1,000 1,000 '
Reclassification of ordmary shares (1,000) -
500 A ordinary shares of £1 each 500 -
500 B ordinary shares of £1 each 500 -
101 deferred shares of £1 each 101 -
1,101 1,000
Allotted, called up and fully pad
937 ordwnary shares of £1 each 937 937
63 ordinary shares of £1 each issued during period 63 -
Reclassification of ordmary shares (1,000) -
500 A ordmnary shares of £1 each 500 -
500 B ordinary shares of £1 each 500 -
1,000 937

On 31 July 2007, 63 ordinary shares were 1ssued at par

Cn 31 July 2007, the Company's authonised share capital was increased by the creation of 101 deferred shares of £1 cach These shares
rank pan passu with the ordimary shares but carry no voting nghts and are not entitled to any dividend payments On 31 July
2007, 1 deferred share with 2 nommal value of £1 was 1ssued at par

On 31 July 2007, 1,000 ordinary shares were reissued as 500 A ordinary shares and 500 B ordinary shares The A and B shares each
carry the respective voting rights and right to appomt and remove directors set out in the articles, but n all other respects rank
par: passu and are 1dentical as one class of shares

On 24 September 2007, the Company bought back the | deferred share 1ssued on 31 July 2007 for total consideration of £789,000

500 A ordinary shares of £1 each are held by Bauer Consumer Media Limuted and 500 B ordinary shares of £1 each are held by 4 Ventures
Limited
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Box Television Limited
Notes to the accounts
For the seven months ended 31 October 2007

13 Reserves
Share Profit and

premum account  loss account Total

£'000 £000 £000

At 1 Apnl 2007 2,502 11,685 14,187
Profit for the penod - 1,958 1,958
Dividends (see note 7} - {12,396) (12,396)
Share buy back (see note 12) (78%) - (789)
At 31 October 2007 1,713 1,247 2,960

14 Reconciliation of movements in shareholders' funds
31 October 2007

31 March 2007

£'000 £000
Profit for the period 1,958 5,493
Dividends (12,396) .
(Loss)retamned profit for the financial period (10,438) 5,493
Share buy back (789) -
Net (decrease)/increase in equity shareholders' funds (11,227) 5493
Opening shareholders’ funds 14,188 8,695
Closing shareholders' funds 2,961 14,188

15 Lease commitments
At 3] October 2007 the Company had annual commitments under non cancellable operaung leases expinng as follows

31 October 2007

31 March 2007

Other Other
£000 £000
Withun two to five years - 3,200
After five years 3,431 -
3,431 3,200
16 Information on Cash Flow
No cash flow statement has been presented as Emap admunisters all of the cash transactions for the Company As a consequence
the Company had no cash transactions 1n the period (31 March 2007 £nil) and holds no cash balances at 31 October 2007
(31 March 2007 £ml)
Reconciliation of operating profit to "net cash flow from operating activities” 7 months ended 12 months ended
31 October 2007 31 March 2007
£000 £000
QOperating profit 2,578 7122
Depreciation 57 297
Increase m debtors (4,144) (5,893
Increasef(dectease) 1n creditors 1,509 (1,526)

*Net cash flow" from operating activihes -
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Box Television Limited

Notes to the accounts
For the seven months ended 31 October 2007

17

18

Post Balance Sheet Events

On 7 December 2007, Emap, the ulimate parent company of Bauer Consumer Media Limited, announced the sale of tts Consumer Media
division, which mncludes the Company, to Hemnrich Bauer Verlag KG The dispesal was approved by the shareholders of Emap at 2 General

Meeting on 25 January 2008 and completed on 31 January 2008

On 13 February 2008, the Company changed i1s registered ofTice to 124 Horseferry Road, London SW1P 2TX

On 15 August 2008, the Company rebranded The Hits TV to 4Music combinung the unique heritage of Channel 4's music output and the
strong performance of The His Withun three days of the relaunch 1t has established itself as the UK number one music TV channel

Related party transactions

With effect from | August 2007, the Company became a joint venture 1n whach shares are held equally by Bauer Consumer Media Limited
(formerly Emap Consumer Media Limited) (whose ultimate holding company was Emap) and 4 Ventures Lumued {whose ultmate holding

company 15 Channel Four Television Corporation)

Copies of the ultimate parent companies' consolidated financial statements may be obtained from the Secretary at the registered offices of

the companies concerned

Ultimate parent company Regustered office address

Emap plc (now known as Emap International Limited)
Channel Four Television Corporation

Greater London House Hampstead Road London NW1 7E}
124 Horseferry Road, Londan, SWIP 2TX

Following the post balance sheet event described m note 17, the directors consider that, as at the date of 1ssue of these tinancial statements,
the ultimate parent company and controlting party of Bauer Consumer Media Limited had changed to Heinnch Bauer Verlag KG, a company

incorporated in Germany

During the period, the Company entered into the following related party transactions

7 months ended
31 October 2007

12 months ended
31 March 2007

£'000 £000
Interest recervable from Emap 237 729
Central recharges paid 10
- Emap 832 1,779
- Emap Support Services Limited 189 384
Transponder fees paid to Bauer Dhgital Radio Limited {formetly Emap Digiial Radio Limited) 522 -
Markeung costs payable to Channel Four Television Corporation 380 -
Balances outstanding with Related Partres at 31 October 2007 31 March 2007
£000 £000
Debtors
Emap 3.370 14,378
Bauer Dhgital Radio Limuted 261 -
Bauer Consumer Media Limited 27 -
3,658 14,378
Credrtors
Emap 46 -
Bauer Consumer Media Limuted 282 -
Channel Four Television Corporation 380 -
708 -
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