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Regus Business Centres (UK} Limited

Dhirectors’ report and financial statements
31 December 2006

Directors’ report

The directors present their annual report and the audited financial statements for the year ended 31 December 2006
Business review and principal activities

The company’s principal activity 1s the provision of serviced offices and related services

The results for the company show a pre-tax loss of £499,000 (2005 profit £3,775,000) for the year end and turnover
of £57,416,000 (2005 £53,505,000)

Proposed dividend and transfer from reserves
The directors do not recommend the payment of a dividend (2005 £ml)
Key performance indicators (“KPIs™)

A summary of the company’s key performance indicators for the year 1s as foliows

2006 2005 Definition, method of calculation and analysis
Turnover / Revenue {£'000) £57.416 £53,505 Total tumover for the year
Weighted average number of workstations 9,074 9274 The total number of available workstations
expressed as a weighted average
Average occupancy 73 7% 66 0% Occupied workstations divided by available
workstations expressed as a percentage
REVPOW £8,586 £8,741  Average revenue per occupled workstation
REVPAW £6,327 £5,769  Average revenue per available workstation

Future outlook

Looking ahead into 2007 we will continue to focus on new sales and marketing channels such as TV and radio In
the first quarter of this year we launched a real uime booking system for meeting rooms and have recently launched
our Training Centre Product specially geared to hosting conferences

Principal risks and uncertainties

There are a number of nsks and uncertainties which could have an impact on the company’s long term performance
The company has a nsk management structure in place designed to 1dentfy, manage and mmtigate busmess nisks
Risk assessment and evaluation 1s an essential part of the annual planmng, budgeting and forecasting cycle

The directors have idennfied that the principal nsks and uncertainties affecting the company are an economic
downturn 1n the market and exposure to movements m the property market Further discussion of these nsks and
uncertainties, 1n the context of the Regus plc group as a whole, 1s provided on page 24 of the group’s annual report
which does not form part of this report

Financial risk management objectives and policies

The objectives, policies and strategies applied by the company with respect to financial instruments are determined
by Regus Group plc Exposure to credit, mnterest rate and currency nsk anse in the normal course of busmess The
principal financial instruments used by the company to finance 1ts operations are cash and loans

Credit risk

A diversified customer base and requirement for customer deposits and payments m advance on workstanon
contracts minimises the company’s exposure to customer credit nisk

Cash assets, borrowings and denvative financial instruments are only transacted with counterparties of sound credit
ratings and management does not expect any counterparty to fail to meet 1ts obligations

Interest rate risk

At 31 December 2006 there was no outstanding debt Surplus cash balances are invested to achieve maximum
interest returns on a day to day basis
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Directors’ report (continued)
Foreign currency risk

The company’s exposure to currency risk at a transactional level 1s mimumal as the majonity of day to day transactions
are camried out 1n pounds sterling

Derivative financial instruments
At 31 December 2006 there were no denvative financial instruments outstanding
Research and development

One of our core skills 15 our ability to anticipate the changing demands of our customers We therefore focus our
research on developing new products and services which meet the future needs of our customers

Directors and directors’ interests

The directors who held office durning the year were as follows

MLIJ Dixon (resigned 18 September 2007)

DS Ford (resigned 20 Apnl 2006)

RJG Lobo (appointed 20 April 2006, resigned 18 September 2007)
BN McDonnell (resigned 20 Apnl 2007)

NAL Wood (appointed 16 Apnl 2007)

X Walters (appointed 20 Apnl 2007)

The nterests of MLJ Dixon and RJG Lobo 1n the ordinary shares of Regus Group plec are disclosed 1n the directors’
report of that company

None of the other directors who held office at the end of the financial year had any disclosable interest in the shares
of any group company

Employees

It 1s the company’s policy to communicate with all employees and to encourage them to take a wider interest 1n the
affairs of the company and the Regus Group Thas 1s done 1n a vartety of ways including electronic medsa, in house
Journals, bulletins and briefing sessions

The health and safety of employees 1s of paramount importance Safety awareness 1s actively promoted in the working
environment and 1s reviewed from time to time, 1n the hght of good practice and developing legislanon

The company 1s commutted to the principle of equal opportumty in employment, regardless of a person's race, creed,
nationality, sex, age, mantal status or disabihty Employment policies are fair, equitable and consistent with the skalis
and abilities of the employees and the needs of the company’s businesses These policies ensure that everyone 1s
accorded equal opportunity for recruitment, trammg and promounon Where an employee becomes disabled whulst
employed by the company every effort 1s made to allow that person to continue in employment

The number of employees and their remuneration are set out 1n note 7 to the financial statements
Political contributions and charitable donations

The company made no political or chanitable contributions 1 esther 2006 or 2005

Payment of creditors

It 1s the policy of the company to agree terms of payment for 1ts business transactions with 1ts suppliers Payment 1s
then made 1n accordance with these, subject to the terms and conditions being met by the supplier The company
does not follow any code or standard on payment practice Trade creditor days, based on cost of sales, at
31 December 2006 are 6 (2005 3)
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Directors’ report (continued)
Disclosure of information to auditors

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are each
aware, there 1s no relevant audit information of which the company’s auditors are unaware, and each direcior has
taken all the steps that he ought to have taken as a director to make mmself aware of any relevant audit information
and to establish that the company’s auditors are aware of that information

Auditors

In accordance with section 384 of the Companies Act 1985, a resolution for the appointment of KPMG as auditors of
the company 1s to be proposed at the forthcoming Annual General Meeting

By order of the Board
X Walters 3000 Hillswood Drive
Secretary Chertsey
Surrey
KT16 ORS

L7 September 2007
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Statement of directors’ responsibilities in respect of the directors’ report and the
financial statements

The directors are responsible for preparing the Directors” Report and the financial statements tn accordance with
applicable law and regulations

Company law requires the directors to prepare financial statemenis for each financial year Under that law the
directors have elected to prepare the financial statements i accordance with UK Accounting Standards

The financial statements are required by law to give a true and fair view of the state of affairs of the company and the
group and of the profit or loss of the company for that period

In preparmg these financal statements, the directors are required to
m sclect suitable accounting policies and then apply them consistently,
® make judgements and estimates that are reasonable and prudent,

@ state whether applicable UK accounting standards have been followed, subject to any material departures
disclosed and explamed 1n the financial statements, and

® prepare the financial statements on the going concern basis unless 1t 1s inappropriate to presume that the group
will continue n business

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 have general responsibility for taking such steps as are reasonably open to them to
safeguard the assets of the company and the group and to prevent and detect fraud and other irregulanties

The directors are also responsible for prepanng a Directors’ Report that complies with the Companies Act 1985

By order of the Board
X Walters 3000 Hillswood Drive
Secretary Chertsey
Surrey
KT16 ORS

27 September 2007
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Report of the independent auditors to the members of Regus Business Centres (UK)
Limited

We have audited the financial statements of Regus Business Centres (UK) Limited for the year ended 31 December
2006 which compnse the profit and loss account, the balance sheet, the statement of total recogmsed gains and
losses, the reconcihation of movement in shareholders funds and the related notes These financial statements have
been prepared under the accounting policies set out therein

This report 1s made solely to the company’s members, as a body, in accordance with Section 235 of the Compamnies
Act 1985 Qur audit work has been undertaken so that we might state to the company’s members those matters we
are required to state to them i an auditor’s report and for no other purpose  To the fullest extent permutied 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 opimons we have formed

Respective responsibilities of directors and auditors

The directors’ responsibilities for prepaning the financial statements m accordance with applicable law and UK
Accounting Standards (UK Generally Accepted Accounting Practice) are set out in the Statement of Directors’
Responsibilities on page 4

Our responsibility 1s to audit the financial statements 1n accordance with relevant legal and regulatory requirements
and International Standards on Auditing (UK and Ireland)

We report to you our opiuuon 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 to you whether in our opinion the information
given 1n the directors’ report 1s consistent with the financial statements

In additton we report to you 1f, 1n our opinion, the company has not kept proper accounting records, if we have not
recerved all the information and explanations we require for our audit, or 1f information specified by law regarding
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
misstatements within 1t

Basis of audit opinien

We conducted our audit in accordance with Internattonal Standards on Auditing (UK and Ireland) 1ssued by the
Auditing Practices Board An audit includes examnation, on a test basis, of evidence relevant to the amounts and
disclosures in the financial statements It also includes an assessment of the sigmficant estimates and judgments
made by the directors 1n the preparation of the financial statements, and of whether the accounting policies are
appropnate to the company’s ¢ircumstances, consistently applied and adequately disclosed

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

Opinion
In our opimon

e the financial statements give a true and fair view, 1n accordance with UK Generally Accepted Accounting
Practice, of the state of the company’s affairs as at 31 December 2006 and of its profit for the year then ended,

e the financial statements have been properly prepared 1n accordance with the Compames Act 1985, and

s the information given i the directors’ report 15 consistent with the financial statements

K¥m e
KPMG

Chartered Accountants & /£7 September 2007
Registered Auditors

17/25 College Square East

Belfast BT1 6DH
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Profit and loss account
Jor the year ended 31 December 2006

Note 2006 2005

£000 £000

Turnover 1 57.416 53,505
Earmings before interest, tax, depreciation and amortisation 3,494 8,208
Depreciation (4,021) {4.536)
Operating (loss)/profit 3 (527) 3,672
Interest receivable 4 30 107
Interest payable and sumlar charges 5 2) 4
(Loss)/profit on ordinary activities before taxation 2 (499) 3,775
Tax on (loss)/profit on ordinary activities 6 879 (1,830)
Profit for the financial year 16 380 1,945

All amounts are derived from continuing activities
There were no gains and losses for the current or previous year other than those shown above
There 1s no difference between the profits for the current or previous year and their historical cost equivalents

The notes on pages 9 to 16 form part of these financial statements




Balance sheet
at 31 December 2006

Fixed assets
Tangible assets
[nvestments

Current assets
Debtors
Cash at bank and 1n hand

Creditors amounts falling due within one year
Net current assets

Total assets less current habilities
Creditors amounts falling due after more
than one ycar

Provisions for habihities and charges

Net assets

Capital and reserves
Called up share capital
Profit and loss account

Shareholders’ funds

Note

o Qo

10

11

i2

i3

i5
16

Regus Business Centres (UK) Limited
Directors’ report and financial statements

2006
£000 £000

18,177

18,177

43,549

43,549
(31,264)

12,285

30,462
(25,836)

(956)

3,670

3,670

3,670

31 December 2006

2005

£000 £000

19,587

19,587
35,186
896
36,082
(25,429)

10,653

30,240

(25,836)

(1,114)

3,290

3,290

3,290

These financial statements were approved by the board of directors on <! Septemnber 2007 and were signed on 1ts

behalf by

J (A

NAL Wood

Director




Statement of total recognised gains and losses
for the year ended 31 December 2006

Profit for the financial year
Total recognised gains and losses relatng to the financial year

Total gains and losses recognised since last annual report

Reconciliation of movements in shareholders’
Jfor the year ended 31 December 2006

Profit for the financial year
Shareholders’ funds at beginning of year

Sharcholders” funds at end of the year

Regus Business Centres (UK) Limited
Directors’ report and financial statements

2006
£000

380

380

380

funds

2006
£000

3,290

3,670

31 December 2006

2005
£000

1,945

1,945

1,945

2005
£000

1,945
1,345

3,290
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Notes
(forming part of the financial statements)

1 Accounting policies

The following accounting policies have been applied consistently in dealing with items which are considered matenal in
relation to the financial statemenits, except as noted below

Basis of preparation

The financial statements have been prepared n accordance wath the requirements of the Compames Act 1985 under the
hustorical cost accounnng rules and comply with UK Generally Accepted Accounting Practice

The financial statements have been prepared on the going concern basis
Related party transactions

As the company 1s a wholly owned subsidiary of Regus Group ple, the company has taken advantage of the exemption
contamed m FRS8 and has therefore not disclosed transactions or balances with entities which form part of the group

Cash flow statement

In accordance with FRS1, a cash flow statement has not been prepared on the grounds that the company 1s a wholly
owned subsidiary undertaking of Regus Group plc and 1ts cash flows are included within the consolidated cash flow
statemnent of that company

Turnover
Tumover represents the value of services provided 1o third parties in the year and 1s exclusive of VAT and simular taxes
Centre income 15 invoiced two months 1n advance and 15 deferred until the month 1n which the services are provided

Income for other services supphed to clients using centres 15 charged and recogmsed i the month n which the related
services are provided

Services are deemed to have been delivered to customers when, and to the extent that, the entity has met 1ts obhigations
under 1ts services contract

Start-up costs

Start-up costs {mncluding formation costs, costs related to finding property and any other centre opening costs) are
charged to the profit and loss account as they are incurred

Refurbishment

The terms of most building leases require the company to make good dilapidation or other damage occurring duning
the rental period Due to the nature of the business, centres are mamntained to a high standard Provisions for
dilapidations are only made when the company considers that it 15 likely that the premises will be vacated by the
company and 1t 1s known that a dilapidation has occurred

Tangible fixed assets and depreciation

Depreciation 1s provided on a straight line basis at rates calculated to wnite off the cost of fixed assets to estimated
residual values over therr estimated useful lives at the following rates

Furnuture, telephone & office equpment - 510 10 years

Other fixtures and fitngs - Shorter of the lease term, the first break pomt of
the bulding lease or 10 years

Computers - 3 years
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Notes (continued)
1  Accounting policies (continued)
Stocks

Stocks are stated at the lower of cost and net realisable value Stocks relate to 1tems purchased for resale to
customers and to items intended for distnbution wathin the business such as office supplies and marketing materials
Prowvision 1s made for any deterioration n net realisable value as a result of obsolescence or damage

Taxation

The charge for taxation 1s based on the profit or loss for the year and takes into account taxation deferred because of
timing differences between the treatment of certain items for taxanon and accounting purposes Deferred tax 1s
recogmsed, without discounting, in respect of all umung differences between the treatment of certain items for
taxation and accounting purposes which have anisen but not reversed by the balance sheet date, except as otherwise
required by FRS 19

Pensions

Regus Business Centres (UK) Limited operates a defined contribution scheme Contributions are charged to the
profit and loss account on an accruals basis

Leases
i) Finance leases

Where the company enters into a lease for furmiture, fittings, equipment or motor cars which entails taking
substantially all the risks and rewards of ownership of an asset the lease 1s treated as a finance lease This
also includes occasions where the company takes interest beanng extended credit from suppliers and certain
loans from landlords

Under all such lease arrangements the asset 1s recorded in the balance sheet as a tangible asset and 1s
depreciated over its estimated useful Iife 1n accordance with the pohicy described above Future instalments
under such leases, net of finance charges, are included in creditors

Lease payments are apportioned between the finance element, which 1s charged to the profit and loss
account on a sum of the digits basis or a post-tax actuanial basis, and the capital element, which reduces the
outstanding obligation for future nstalments

i) Bulding leases

Building leases are all accounted for as operating leases because substantially all the nisks and rewards of
ownershup remai with the lessor

The rental on certain leases 1s wholly or partly conditional on the profitability of the centre and therefore the
risk to the business, in terms of rent, 1s reduced Once all outstanding rent has been paid, landlords receive
a share of the profits of the centre

For leases which are wholly or partly conditional on the profitability of the centre, an estimate 1s made of the
likely rent payable based on profitability in respect of the period up to the date of the first market rent review or
first break pomt n the lease, whichever 1s sooner, and thus 1s spread on a straight ine basis over that period
Any subsequent changes 1n estimates are spread over the remaiming period to the date of the first market rent
review or first break point n the lease, whichever 1s sooner Amounts payable m respect of profit shares are
accrued once a sufficient net surplus has been made which would result in a profit share being paid

Any mcentives or rent free periods on conventional leases and the conventional element of leases, which are
partly conventional and partly conditional on profitability, are spread on a straight line basis over the penod to
the date of the first market rent review or first break point in the lease, whichever 1s sooner, so that the amounts
charged to the profit and loss account are the same each year over that penod




Notes (continued)

2 (Loss)/profit on ordinary activities before taxation

(Loss)iprofit on ordinary actrvities before taxation s stated after charging

Depreciation of tangible fixed assets
Amounts pard under operating leases
Property
Other assets
Auditors’ remuneration As auditors

Other services relating to taxation

Management fees
Loss on disposal of fixed assets

3  Operating (loss)/profit
Operating (loss)/profit 1s armived at as follows

Turnover
Cost of sales

Gross profit
Administrative cxpenses
Management tees

Operating (loss)/profit

4 Interest receivable

Bank interest

5 Interest payable and similar charges

Other interest

Regus Business Centres (UK) Limuted
Dhirectors’ report and financial statements

2006
£060

4,021
25,171
224

19

2,768

2006
£000

57,416
(54,285)

3,131
(890)
(2,768)

(527

2006
£000

30

30

2006
£000

31 December 2006

2005
£000

4,536
22319

275
21

2005
£000

53,505
(49,195)

4,310
(638)

3,672

2005
£000

107

107

2005
£000



Notes (connnued)
6 Tax on (loss)/profit on ordinary activities

Analysis of charge/(credit) in year

UK corporation tax
Current tax on income for the year
Adjustments in respect of prior penods

Total current tax

Deferred tax (see note 13)

Tax on (loss)yprotit on ordinary activities

Factors affecting the tax charge for the current year

Current tax reconcthiaion
(Loss)/profit on ordinary activities before tax

Current tax at 30% (2005 30%)

Effects of

Expenses not deductible for tax purposes

Capntal allowances for period 1n excess of depreciation
Group relief surrendered (not paid for)

Other adjustments — UK UK transfer pricing
Adpustments in respect of pnor periods

Total current tax (credit)/charge (see above)

Tax losses carmed forward at the end of the year were £l (2005 £ni1l)

7 Remuneration of the directors, staff numbers and costs

Directors’ remuneration

Regus Business Centres (UK) Limted
Dhrectors’ report and financial statements
31 December 2006

2006
£000

(743)

(743)

(136)

(879)

2006
£000

(499)

(150)

109
219)
2,076
(1,816)
(743)

(743)

2005
£000

743

743

1,087

1,830

2005
£000

3,775

1,133

58

{449)

743

MLJ Dixon 15 a director of Regus Group plc and his remuneration 1s disclosed n the accounts of that company The
remaining directors are executives of Regus Holdings (UK) Limited, and are also directors of other subsidianies of
Regus Holdings (UK) Limited Details of the remaning directors’ remuneration are disclosed n the accounts of

Regus (UK) Lumited
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Notes (continued)
7 Remuneration of the directors, staff numbers and costs (continued)
Staff numbers and costs

On 1% September 2006 all employment contracts were transferred to Regus Management (UK) Limited The payroll
costs were then recharged to Regus Business Centres (UK) Lumited at cost The average number of persons
employed by Regus Business Centres (UK} Limuted and Regus Management (UK) Limited duning the year excluding
directors, analysed by category, was as follows

2006 2005
Number Number
Operations 158 150
The aggregate payroll costs of these persons were as follows
2006 2005
£000 £000
Wages and salaries 3,258 2,988
Social security costs 303 297
Other pension costs 49 31
3,610 3316
8 Tangible fixed assets
Computer Fixtures and
equipment fittings Total
£000 £000 £000
Cost
At beginning of the year 1,339 50,050 51,389
Addinons 106 2,501 2,607
Disposals - %) {(8)
Transters 7 - 7
At end of the year 1,452 52,543 53,995
Depreciation
At beginning of the year 1,291 30,511 31,802
Charge for year 43 3973 4,021
Disposals - (6} ©)
Transfers 1 - 1
At end of the year 1,340 34,478 35818
Net book value
At 31 December 2006 112 18,065 18,177
At 31 December 2005 48 19,539 19,587




Notes (continued)

9 Fixed asset investments

Regus Business Centres (UK) Limited

Directors’ report and financial statements
31 December 2006

The company has an investment of £5,000 representing 50% of the ordinary share capital of Park Business Centres
Limited, a company involved in the provision of serviced office accommodation The company’s investment 1s

camed at ml value (2005 £ml)

10 Debtors

Amounts falling due within one year

Trade debtors

Amounts owed by fellow subsidiary undertakings
Other debtors

Prepayments and accrued income

Amounts falling due afier one year

Amounts owed by joint venture (note 17)

11 Creditors: amounts falling due within one year

Unsecured short term loans and overdrafts

Trade creditors

Customer deposits

Amounts owed to parent and fellow subsidhary undertakings
Amounts owed to Jjoint venture (note t7)

Corporation tax

Taxauon and social secunty

Accruals and deferred tncome

12 Creditors. amounts falling due after more than one year

Amounts owed to parent and fellow subsidhary undertakings

2006
£000

6,385
25483
114
8,168

40,150

3,399

43,549

2006
£000

3,461
875
10,444
1,147
107

1,127
14,103

31,264

2006
£000

25836

25,836

2005
£000

6,064
18,636
34
7,053

31,787

3,399

35,186

2005
£000

385
8,765
1,142

241

742
1,359

12,795

25429

2005
£000

25,836

25,836



Notes (continued)

13 Provisions for liabilities and charges

At beginning of the year

Charged to the profit and loss for the year

Unlised during the year

Atend of the year

Regus Business Centres (UK) Limited
Directors’ report and financial statements
31 December 2006

Deferred tax Dilapidations / Total
Mothballing
£000 £000 £000
1,087 27 1,114
(136) 5 (131)
- 27 amn
951 5 956

Deferred tax relates to accelerated capital allowances of £3,170,000 (2005 £3,623,000)

14 Commitments

Caputal commutments contracied at the end of the financial year for which no provision has been made amounted to
£98,000 (2005 £15,000) These relate to capital expenditure across a number of centres with the most sigmificant cost

being centre fit-out works

Annual commutments n respect of property, vehicles, plant and equipment under non-cancellable operating leases are as

follows

Operating leases which expire
Within one year
Within two to five years
After five years

15 Called up share capital

Authorised
100 Ordinary shares ot £1 each

Allorted, called up and fully paid
100 Ordinary shares of £1 each

Property Vehicle, 2006 2005
plant and Total Total
equipment

£000 £000 £000 £000
- 3 17
439 1 440 450
23,669 - 23,669 23218
24,108 4 24,112 23,685

2006 2005

£ i

100 100

100 100




Notes (continued)

16 Profit and loss account

At beginning of the year
Profit for the financial year

At end of the year

17 Related party transactions

Regus Business Centres (UK) Limited
Directors’ report and financial statements
11 December 2006

2006
£000

3,290
380

3,670

2005
£000

1,345
1,945

3,290

During the year, the company entered nto the following transactions with Park Business Centres Limited, a 50%

joint venture

Trading account

Balance receivable/(payable) at start of the year
Expenses charged in the year

Cash recetved in the year

(Payable) / Recervable at end of year (notes [0 and 11)

Loan balance
Balance reccivable at start of year
Amount repaid in year

Balance receivable at end of year (note 10)

2006
£000

(241)

693
(559

o7

3,399

3,399

2005
£000

627

688
(1,556)

(241)

4,399
(1,000)

3,399

No interest has been charged 1n the year so as to prevent increasing the losses already suffered by the joint venture

18 Ultimate parent company and controlling party

On 20 Apnl 2006, Regus Group plc acquired from Rex 2002 Limuted the 58% of Regus Holdings (UK) Linuted’s
shares that 1t did not already own, for a cash considerauon of £86 mullion From that date, Regus Holdings (UK)
Limuted became a wholly owned subsidiary of Regus Group plc, a company incorporated 1in Great Bntain and

registered in England and Wales

The smallest and largest group 1n which the results of the company are consohdated 1s that headed by Regus Group
plc The consolidated accounts of this group are available to the public and may be obtained from Regus Group plc,

3000 Hillswood Drive, Hillswood Bustness Park, Chertsey KT16 ORS




