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Report of the directors

The directors present their repore and the financial statements of the company for the year ended
30 April 2004,

Principal activities and business review
The principal activity of the company during the year was the provision of catering scrvices.

‘There was a loss for the year after taxation amounting to £148,659 (2003: loss of £73,302).

Results and dividends

‘The trading results for the year, and the company's financral position at the end of the year are shown m
the attached financial statements.

‘The directors have not recommended a dvidend.
Directors

The directors who served the company during the year were as follows:

M Lloyd Owen

J Lloyd Owen

J Tmne

S THawkins

R Perry

H Miller-Brown
A A Rocstenburg
N D Brewster

The company 1s a wholly owned subsidiary and the interests of A A Rocstenburg and N 13 Brewster, who
arc directors of the parent undertaking, are disclosed mn the financial statements of the parent company.
No other director has an interest i the parent undertaking.
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Directors' responsibilities

Company law requires the directors to prepare financial statements for cach financial year which give a
true and fair view of the state of atfairs of the company at the end of the year and of the profit or loss for
the year then ended. In preparing those financial statements, the directors are required to:

- sclect suitable accounting policies and then apply them consistently
- make judgements and estunates that are reasonable and prudent

- prepare the financial statements on the gomng concern basts unless 1t 1s mappropriate to
presume that the company will continue 1 business.

The directors are responsible for keeping proper accounting records, for safeguarding the assets of the
company and for taking reascnable steps for the preventon and detection of fraud and other wregularitics.

Auditors

On 1 July 2004, the Grant Thornton partnership transferred its business to a hmited habibity partnership,
Grant Thornton UK LIP. Under scction 26(5) of the Companies Act 1989, the directors consented to
extend the audit appomtment to Grant Thornton UK LLP from 1 July 2004

Grant Thornton UK 1L offer themselves for reappoinrment as audrtors in accordance with section 385
of the Companies Act 1985,

BY ORDER OI'FHE BOARD

N D Brewster
Secretary

Date: zé RV 4 pA Y o




i

Grant Thornton %

Report of the independent auditors to the membets of
By Word of Mouth Limited

We have audited the financial statements of By Word of Mouth Tamited for the vear ended 30 Aprnil 2004
which comprise the principal accounting policies, profit and loss account, balance sheet and notes 1 to 21,
These financial statcments have been prepared under the accounting policies set out therein.

"This report is made solely to the company's members, as a body, i accordance with Section 235 of the
Compantes 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 to them m an auditors' report and for no other purposc.
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 opinions
we have formed.

Respective responsibilities of directors and auditors

The directors’ responstbilitics for preparing the reportt of the directors and the financial statements m
accordance with United Kingdom law and accounting standards are set out in the statement of directors'
responsibilities,

Our responsibiliry 1s to audit the financial statements m accordance with relevant legal and regulatory
requirements and Umted Kingdom auditing standards.

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 Companes Act 1985, We also report to you if, in our opinion,
the Directors' Report 1s not consistent with the financial statements, if the company has not kept proper
accounting records, 1f we have not recewved all the mformation and explanations we require for our audit,
or if mnformation specified by law regarding directors' remuneration and transactions with the company 1s
not disclosed.

We read other information contamned m the Directors' Report and consider whether 1t is consistent with
the audited financial statements. We consider the implicattons for our report if we become aware of any
apparent misstatements or material inconsistencies with the financial statements. Qur responsibilitics do
not extend to any other mformation.

Basis of opinion

We conducted our audit in accordance with United Kingdom auditing standards issued by the Auditing
Practices Board. An audit includes examination, on a test basis, of cvidence relevant to the amounts and
disclosures in the financial statements. Tt also mcludes an assessment of the significant estimates and
judgements made by the directors i the preparation of the financial statements, and of whether the
accounting policics are appropriate to the company's circumstances, consistently applied and adequately
disclosed.




We planned and performed our audit so as to obtain all the information and explanations which we
considercd necessary in order to provide us with sufficient evidence to give reasonable assurance that the
tinancial statements are free from material misstatement, whether caused by fraud or other wrregularity or
crror. In forming our opinion we also evaluated the overall adequacy of the presentation of information m
the financial statements.

Opinion

In our opinion the financial statements give a true and fair view of the state of affairs of the company as at
30 April 2004 and of 1ts loss for the year then ended, and have been properly prepared in accordance with
the Companies Act 1985,

bkl et/

GRANT THORNTON UKLLP
REGISTERED AUDITORS
CHARTERED ACCOUNTANTS
BIRMINGHAM

26 july 2004
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Principal accounting policies

Basis of accounting
The fmancial statements have been prepared under the historical cost convention.
Cash flow statement

The directors have taken advantage of the exemption n Fmancial Reporting Standard No 1 (revised) from
including a cash flow statement m the financial statements on the grounds that the company 1s small.

Related parties transactions
‘The company 1s 2 wholly owned subsidiary of ‘The Simply Smart Group Limited, the consolidated

accounts of which are pubhicly available. Accordingly, the company has taken advantage of the exemption
in FRS 8 from disclosing transactions with members or investees of The Simply Smart Group Limited

group.
Tumover

The turnover shown in the profit and loss account represents amounts invoiced durmng the year, exclusive
of Value Added Tax.

Fixed assets and depreciation
All fixed asscts are inttally recorded at cost.

Depreciation is calculated so as to wiite off the cost of an asset, kess its estmated residual value, over the
useful cconomic life of that asset as follows:

Leasehold property - reducing balance on remaining period of lease
Kitchen equipment - 25% reducing balance

Motor vehicles - 25% reducing balance

Office equipment - 25% reducing balance

Stocks

Stocks are valued at the lower of cost and net realisable value, after making due allowance for obsolete
and slow moving items.
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Leasing and hire purchase commitments

Assets held under finance leases, which are leases where substanaally all the risks and rewards of
ownership of the assct have passed to the company, and hire purchase contracts, arc capitalised in the
balance sheet and are depreciated over their useful lives. The capital elements of future obligations under
the leases and hire purchase contracts are included as habilities in the balance sheet.

The mterest clements of the rental obligations arc charged mn the profit and loss account over the periods
of the leases and hire purchase contracts and represent a constant proportion of the balance of capital
repayments outstanding.

Rentals payable under operating leases are charged in the profit and loss account on a straight Ime basis
over the lease term.

Pension costs

‘The company operates a defined contribution pension scheme for employees. ‘The asscts of the scheme
are held scparately from thosc of the company. The annual contributions payable are charged to the profit
and loss account.

Deferred taxation

Deferred tax 1s recognised on all tming differences where the transactions or events that give the
company an oblhigation to pay morc tax mn the future, or a right to pay less tax in the future, have occurred
by the balance sheet date. Deferred tax assets are recognised when 1t 1s more likely than not that they will
be recovered. Deferred tax 1s measured using rates of tax that have been enacted or substantively enacted
by the balance date.




By Word of Mouth Linnted
Finauncial statements for the vear endad 30 Apell 20D4

Profit and loss account

Note
Turnover 1
Cost of sales
Gross profit
Other operating charges 2
Operating loss 3
Interest receivable
Interest payable 6
Loss on ordinary activities before taxation
Tax on loss on ordinary actvities 7

Loss for the financial year

All of the activitics of the company are classed as continuing,

2004
£

&

2003

4,256,065 3,761,920
3,189,628 3,637,093
1,066,437 124,827
1,214,632 198,854
(148,195) (74,027)
780 868
(1,244) (143)
(148,659) (73,302)
(148,659) (73,302)

The company has no recogrused gains or losses other than the tesules for the vear as set out above.

The accompanying notes form part of these financial statements.
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Balance sheet

Note
Fixed assets
Tangible assets 8
Current assets
Stocks 9
Debtors 10
Cash at bank and m hand
Creditors: amounts falling due within one year 11
Net current assets/ (liabilities)
‘Total assets less current liabilities
Creditors: amounts falting due after more than one year 12
Capital and reserves
Called-up share capital 18
Profit and loss account 19
Deficiency (including non-equity interests) 20

2004

104,038

52,281
633,050
364,248

1,049,579

912,309

137,270

241,308

444,837
(203,529)

18,401
(221,930)

(203,529)

0

2003

130,540

44,158
252,010

239
296,427
467,000

(170,573)
(40,033)

14,837
(54,870)

18,401
(73,271)

(54,870)

These financial statements were approved by the directors on 26 Suly 20DLt and arc signed on their

behaif by:

M Lloyd Owen N D Brewster
Director Director

The accompaanying notes form part of these financial sistements.
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Notes to the financial statements

Turnover

‘The turnover and loss before tax are attributable to the one principal activity of the company.
An analysis of turnover is given below:

2004 2003
£ £
United Kingdom 4,256,065 3,761,920
Other operating charges
2004 2003
£ L
Admnistrative expenses 1,214,632 198,854
Operating loss
Operating loss 1s stated after charging:
2004 2003
£ £
Directors’ emoloments 207,368 44,724
Management charges from parent undertaking 440,000 -
Depreciation of owned fixed assets 20,664 3,797
Depreciation of assets held under hire purchase agreements 11,317 2,142
Loss on disposal of fixed assets 1,050 -
Auditors' remuneratiorn:
Audit fees 6,000 6,000
Taxation fees 1,750 1,500
Operating lease costs:
Vehicles 14,279 1,752
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Directors and employees

The average number of staff employed by the company during the fmancual vear amounted to:

Number of admimstrative staff
Number of management staff
Number of catering staff

The aggregate payroll costs of the above were:

Wages and salarics
Social security costs
Other pension costs

Directors

Remuncraton in respect of directors was as follows:

Limoluments recetvable (including benefits m kind)
Value of company pension contributions to money purchase schemes

Limoluments of hughest paid director:

Total emoluments (excluding pension contributions):

The number of directors who are accruing benefits under company
pension schemes was as follows:

Maoney purchase schemes

12
2004 2003
No NoO
4 3
7 8
42 38
53 49
2004 2003
£ L
1,051,421 160,223
107,915 11,499
10,115 9.469
1,169,451 181,191
2004 2003
£ £
306,216 44,724
2,730 199
308,946 44,923
2004 2003
£ L
80,000 —
2004 2003
No No

.
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Iinterest payable

2004 2003
£ £
Interest payable on bank borrowmng 44 2
Finance charges 1,200 141
1,244 143
Taxation on ordinary activities
Factors affectung current tax charge
2004 2003
£ L
Loss on ordinary activitics before taxation (148,659) (73,302)
Loss on ordinary actvities multiplicd by standard rate of corporation tax n
the UK of 19% (28,245) (13,927)
Fxpenses not deductible for tax purposes 122 -
Depreciation in excess of capital allowances 205 (2,526)
Tax losses carred forward 27,918 16,453

Total current tax — _

The company has unrelicved tax losses of approximately £234,000 available to carry forward and offset
agamnst future taxable trading profits.

Tangible fixed assets

Leasehold Kitchen Motor Office
property  equipment vehicles equipment Total
L £ £ £ £

Cost
At 1 May 2003 68,052 103,671 115422 10,009 297,154
Additions - 8,225 - 3,305 11,530
Disposals - - {18,436) - {18,436)
At 30 Apri 2004 68,052 111,896 96,986 13,314 290,248
Depreciation
At 1 May 2003 47,096 73,985 41,210 4,323 166,614
Charge for the year 4,491 7,600 18,014 1,870 31,981
On disposals - - {12,385) - {12,385)
At 30 April 2004 51,587 81,591 46,839 6.193 186,210
Net book value
At 30 Apri 2004 16,465 30,305 50,147 7,121 104,038
At 30 April 2003 20,956 29,686 74212 5,686 130,540

Included within the net book value of £104,038 15 £33,947 (2003 - £45,264) relating to assets held under
hire purchase agreements. The depreciation charged to the financial statements in the vear i respect of
such assets amounted to £11,317 (2003 - £2,142).
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Stocks

Goods for resale

Debtors

Trade debtors

Amounts owed by group undertakings
Other debtors

Prepayments and accrued income

Creditors: amounts falling due within one year

Bank loans and overdrafts

Payments recetved on account

Trade creditors

PAYH and social security

VAT

Amounts duc under hire purchase agreements
Orther creditors

Accruals and deferred income

Creditors: amounts falling due after more than one year

Amounts owed to group undertakings
Amounts due under hire purchase agrecments

14
2004 2003
£ £
52,281 14,158
2004 2003
£ £
589,953 206,525
3,033 -
1,217 1,891
38,847 43,594
633,050 252,010
2004 2003
£ £
- 25,246
109,500 144,635
566,393 100,024
26,815 23,875
80,446 16,764
10,063 10,063
71,014 89,163
48,078 27,230
912,309 467,000
2004 2003
£ £
440,000 _
4,837 14,837
444,837 14,837

It 1s the intention of the directors of the parent undertaking to capitalise the amounts owed from group
undertakings m the year ending 30 April 2005, This will result in the above amounts owed o group

undertakings being reclassified as share capital in this company.
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Commitments under finance leases and hire purchase agreements

I'uture commitments under hire purchase agreements are as follows:

2004

£

Amounts payable within 1 year 10,063
Amounts payable between 1 and 2 years 4,837
Amounts payable between 3 and 5 years -
14,900

Leasing commitments

it
Wi

2003

10,063
10,063
4,774

24,900

At 30 April 2004 the company had annual commitments under non-cancellable operating leases as set out

below.

Assets Other Than Land

& Buildings
2004
23

Operating leases which expire:
Within 1 year 8,222
Within 2 to 5 years -

8,222

Capital Commitments
There were no capital commtments at 30 April 2004 or 30 Aprd 2003.

Contingent assets/liabilities

2003
£

2,689
7,286

9,975

‘The company is party to a mult-lateral guarantee given to the Group's bankers and providers of finance
to secure all monies due or to become due from members of the group headed by The Simply Smart
Group Tamited. At 30 Aprid 2004 and 30 Apod 2003 there was a maximum contingent liability under this

guarantee amounting to £5,041,391.

Related party transactions

During the vear the company purchased goods and services amountmg to £nid (2003: £3,460,220)

from

By Word Of Mouth, a partnership controlled by the dicectors M Lloyd Owen, | Lloyd Owen and | Tinne.

At 30 April 2004 the company owed the partnership £od (2003 £87,251).
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Share capital

Authorised share capital:

18,401 Ordimnary shares of £1 cach
8,500 A Ordmary shares of £1 each
1,500 B Ordinary shares of £1 cach
8,401 7% Preference shares of £1 cach

Allotted, called up and fully paid:

Ordinary shares of £1 each

A Ordinary shares of £1 cach

B Ordmary shares of £1 cach
7% Preference shares of £1 cach

2004
No

18,401

18,401

18,401

2004

18,401

18,401

2003
No

8,500
1,500
8,401

18,401

48

2003

8,500
1,500

8,401

18,401

£

8,500
1,500
8,401

18,401

By written resolution of the Company dated 29 March 2004 all of the nen-cumulative non-participating
preference shares were reclassified as Ordmary Shares to rank pari passu in all respects with the existing

Ordmary Shares in the Company; and all of the A Ordinary Shares and B Ordinary Sharcs were
reclassified as Ordinary Shares to rank part passu in all respects with each other.

Profit and loss account

Balance brought forward
Accumulated loss for the financial year

Balance carried forward

Reconciliation of movements in shareholders’ funds

Equity shareholders® funds

Loss for the fmancial year

Reclassified from non-cquity sharcholders' funds

Net reduction to funds

Opening shareholders' cquiry {defictt)/ funds

Closmg sharcholders' equity deficit

2004
£

(73,271)
(148,659)

(221,930)

2004
£

(148,659)
8,401

(140,258)
(63,271)

(203,529)

2003
£

31
(73,302)

(73,271)

2003
£

(73,302)

(73,302)
10,031

(63,271)
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Reconciliation of movements in shareholders’ funds {continued)

Non-equity shareholders’ funds

Opening sharcholders’ non-equaty funds 8,401 -
New non-cquity share capital subscribed - 8,401
Reclassification w equity shareholders' funds (8,401) -
Closmg sharcholders’ non-equity funds - 8,401
Total shareholders’ deficit (203,529) (54,870)

Parent undertaking and controlling party

The company's immediate and ulamate controlling party is The Simply Smart Group Limited, by virtue of
its 100% sharcholding. 'The company's ultmate controlling party 18 Sand Asre Private Fiquity Limited.




