.................. R s

kbetting plc

U

Directors' report and accounts

for the year ended

31 December 2002

HAQPIPHED 0767
COMPANIES HOUSE 28/06/03




Directors and advisers

Chairman’s statement

Chief Executive's statement

Directors” biographies

Directors” report

Staternent of directors’ responsibilities

Indepeandent auditor’s report

Consolidated prefit and loss account

Consolidated statement of total recognised gains and losses
Reconciliation of shareholders’ funds

Consolidated balance sheet

Company balance sheet

Consolidated statement of cash flows

Reconciliation of net cash flow to movement in net debt
Notes to the consolidated statement of cash flows
Notes io the consolidated accounts

Notice of annual general meeting

Form of proxy

O TS,
RESW - ST &1 0

1
20

22
23
23
24
25
26
26
27
29
50

53




Directors

Secretary

Auditer

AlM Nominated
Adviser and Broker

Solicitors

Registered Office

Registered No.

Website

Directors and advisers

Sir David Sieff  Non-executive Chairman

PADDubers  Vice Chairman

E Semel Chief Executive Officer

D C Annat Content Dirscior
A M Galvin Finance Director
A Berger Non-executive
H Wagner Non-executive

C Kennedy

KPMG Audit Plc

1 The Embankment
Neville Street
leeds LS1 4ADW

Evolution Beeson Gregory Limited
The Registry

Royal Mint Court

tondon EC3N 418

5| Berwin
222 Gray's Inn Road
London WC1X 8XF

14 Waterloo Place
London SWTY 4AR

4134501

www.ukbetting .com



o

Cholrman's statement

The Board of ukbetting ple {"ukbetting” or the “Group”) announces its first full year results
for the year ended 31 December 2002, ¢ year in which the Group consolidated its
position as an online gaming and sports content business.

The Board has now completed the consolidation, integration and restructuring of the four
businesses acquired in late 2001, as well as the acquisitions of TEAMialk Media Group
plc {"TEAMtalk’} and the online betting business of sports.com. The Board now feels that it
is in a position to build on these foundations to create a successtul goming and sports
content business, which is moving towards profitability. Gaming tumover (including all the
umover refating to the joint veniure totalbet.com and annuclised for 2001} rose 56%
0 £42.9 million {2001: £27.6 million), registered customers increased by 119% to
133,493, and following the acquisition of TEAMialk, content revenues rose substanticlly
fom £0.1 million to £3.6 million.

The acquisition of TEAMtalk on 12 July 2002 added @ number of new revenue streoms,
namely in the areas of Short Messaging Service {"SMS”}, premium phone lines, content
sales ond instore and online radio. Combined with the sportinglife brand, this enhanced
the Group's position as a leading provider of sports content both to consumers and te an
increasing range of telephony and new media partners. ukbetting's ability to deliver
combined text, audio and gaming products across a range of medic channels places the
Group in a strong position fo grow revenues in 2003, with sports content leading directly
to an integrated gaming opportunity.

With disposals, integration and the planned rationalisation completed in February 2003
the Group has seen o reduction in its headcount of 39%, representing an annualised
overhead cost saving of £2.3 million.

There has been a substantial increase in ukbetting's sports customer base visifing the two
websites, with sportinglife.com and TEAMtalk.com generating almost 100 million page
impressions per menth by the year end {2001: 42 million) and afiracting an average of
cver 3.5 millien unigue users {2001: 907,000), with a monthly peak of 3.92 million
users. This increase in activity has been reflected in a significant increase in advertising
revenues, which have grown from £0.1 million in 2001 to £1.2 million in 2002.
ukbetiing has also provided content to an increasing number of partners with o growing
emphasis on mobile telephony. The Group sees the development of ‘paid for’
value-added content, through ukbetting's own brands in association with mobile partners,
as a driver of revenue in 2003. ukbetting currently has relationships with Hutchison's 3,
O,, Orange, T Mobile and Vodafone and currently has gaming products with four of the
leading mebile networks.
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Chairmanr’s siatement

Having brought together a unique combination of content and gaming, ukbetting is now in
a position to drive organic growth through the introduction of new, innovative products.
For instance, the Group infroduced exclusive live ingame beting during November
2002, a product that is proving increasingly popular, turnover has more than doubled
month on menth with over 1,300 unique customers olready playing. This shows the
pasitive effect the inteduction of ¢ new product to ukbetting's existing customer base is
having cr the Croup's performance.

The Board is pleased with the achievements ukbetting has made during this pericd. Since
fotation in August 2001, the Group has acquired and successfully integrated six
companies, the benafits of which are expected o come through in 2003. ukbetiing has
greatopportunities to develop the business further using the strength of its business model.
The content division will continrue to drive customers to the gaming sites. The Board
believes that the Group's ability to integrate sports content and gaming is an attractive
proposition to many parners and customers. The Board remains confident that this
integrated approach will allow ukbetting to develop a range of revenue streams that will
diive each division towards profitability.

Sir David Sieff
Chairman

2 Aprit 2003
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Financial overview

Chief Executive’s statement

Both ukbetiing's content and gaming divisions have made good progress during
the past year.

The gaming division comprising the ukbetting.com and totalbet.com brands, saw turnover
rise 56% to £42.9 million (including oll the turnover relating to the joint venture
totclbet.com and annualised for 2001}, with its registered customer base more than
doubling from 61,000 to over 133,000, with 49,61 4 customers making a wager during
the year.

The sports content division gained crifical mass with the addition of TEAMIclk in July 2002
to odd 1o its sportinglife brand. This acguisition brought @ number of additional revenue
streams including SMS, premium phone lines and instore ond orrline radio, and
combined with advertising, this has seen content revenues grow to £3.6 million for the
year (2001: £0.1 million). Advertising sales of £1.2 million have benefited from the
internet sites” substantial growth in unique users and page impressions, which at year end
were over 97 million page impressions per month with an average of 3.5 million unique
users per month aver the final six months of 2002.

The Group’s business model of generating gaming customers through ifs content sites
continues to work effectively and the Group’s ahility to deliver combined content and
gaming products to @ range of portners means that both gaming and content divisions are
approaching EBITDA pasitive.

ukbetting’s  annuclised proforma tumover, including joint venture revenue of
£7.7 milion from totalbet.com, was £46.8 million (2001: £9.2 millien). Group
turnover was £3%2. 1 million {2001: £5.1 million}, of which £3.6 million was generated
by the content division.

From 27 May 2002, 100% of the revenues from totalbet are included within ukbetting's
results, prior o this dote 50% of the turmover was accountad for under the principles of joint
venture accounting.

Cperoting expenses of £11.0 million {2001: £2.8 million) include a full year of the costs
otthe businesses acquired in 2001 ond six months of TEAMialk and the enline business of
sports.com. Operating expenses also included reorganisation and other nonrecuriing
costs of £1.4 million reloting to the integration of the businesses {see note 5 ic the
consofidated cecounts) and £1.0 million with respect to the amortisation of goodwill.

The deferred contingent consideration payable on the acquisition of ukbetting.com Limited
from ENIC has been reassessed in the light of future growth expectations and this has been
increased fo the maximum level of £3.0 million, to be satisfied in equal proportions of cash
and shares of ukbetting ple. This has increased the goodwill arising on the acquisition of
ukbetting.com Limited by £723,000 and has consequently increased the goodwill
amortisation charge. The actual deferred contingent consideration payable is dependent
upon the aggregate cumulative revenue from ukbetting.com’s customers in the four
years to December 2005.

[ B




Financial overview
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Operational review

Gaming division
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Chiet Executive’s statement

Another consequence of the review of the deferred consideration has been an increase in
the discount rate applied to the cash element of the consideration and £151,000 has
been charged to the profit and loss account in 2002 in relation to the unwinding of the
discount. Financing costs have also been increased by one-off charges due to the raising
ol the necessary borrowings to acquire TEAMtalk. The costs amounted to £36%,000 and
are fully written off in 2002.

EBITDA losses from continuing operations before excepfional items and excluding
non-ecurring costs are £3.4 million (2001 lass of £1.4 million). Group operating losses
before inferest and tax are £6.6 million {2001: loss of £2.7 millien) and are £8 .8 million
(2001 loss of £2.6 million) after loss on termination of operations, share of joint venture
operating profit, interest and faxation.

The loss reported on the termination of operafions reflects the costs associated with the
closure of TEAMtalk 252 {a business acquired with TEAMialk) in July 2002 of £343,000
and alossof £1,127,000 on the termination of the Speriscard business in August 2002
lincluding £1.2 million of goodwill written off upon termination].

Losses per share omounted to 19.29p basic {2001 loss of 18.25p) and 19.29p diluted
{2001 loss of 18.25p}. Adjusted loss per share was 10.65p (2061 loss of 10.67p).

Atthe end of the year, the consclidated balance sheet showed net assets of £3.0 million
{(2001: £9.7 millicn).

Both divisions within ukbetting, the content division and the gaming division, operate as
individual revenue centres. An important element of the Group's business model is that the
content sites generate large numbers of gaming customers. ukbetting's content offering
reduces the need for substantial markefing expenditure on the gaming brands and
contributed strongly to the Group's 119% growth in gaming customers to over 133,000
registered customers at the year end. In addition, ukbetting has broadened its product
offering with a range of both content and gaming products, to drive forward Group
revenues in 2003,

As part of the planned ongoing process of cost control, during the year the Group
relocated all content stalf, with the exception of the specialist satellite division in liverpool,
to one office in leeds and rationalised both the sports confent and gaming software
platforms and support staff. The Group acted swiftly to close the loss making radio station
TEAMialk 252 and the Board successtully completed the disposal of the radic assets on
3 February 2003 for a total consideration of €1.4 million. This action has not only
resulted in a significant reduction in ukbetiing's cost base, but alse allowed the Group to
focus on key areas of revenue growth.

The number of registered users has mare than doubled in the year from 61,000 to over
133,000, Tumover has also grown substantially, rising 56% to £42.9 million, with
49,614 customers placing @ bet during the year. Average bet size was £36.70 with
overage monthly spend of £359 per gaming customer. Growth continues at an average
of 3,800 customers per month.




Gaming division

continuad

Content division

Chief Executive's statement

The gross margin for the period was 4. 2%, and wos alfected by various liabilities inherited
from acquisitions in the period and from lower than expected horse racing margins in the
second half of the year. Encouragingly, the percentage of football business {which has
consistently better margins} increased steadily throughout 2002 from approximately 20%
to 33% of gaming revenues. Margins are expected to improve further as a result of the
introduction of new cnline games including casino, poker, American horse race poocls,
balls and Tote Pools on ukbetting.com. These new products will oll have fixed margins to
add to the sports gaming business and can be exploited not only through the gaming
brands but also from the Croup's two high troffic infernet sifes sportinglife.com and
TEAMtalk.com. The gaming division is also planning the introduction of an integrated call
centre in the first half of 2003 based on the recently updated Orbis betting platform,
During the course of 2002 ukbetting moved all its gaming brands to a single technology
piatform and this latest upgrade ond recently installed new hardware gives the Group
the capacity to expand the business significantly over the next few years, at minimum
exira cost.

The gaming division has also benefited from gaining 100% of revenues from the totalbet
brand following the amicable separation from the Tote on 26 May 2002. The Group
continues to work with the Tole and refains access to Tote horserace pools. In addition, the
Group acquired the sports.com online betting business in July 2002, with the benefit that
60% of sports.com’s active customers bet on foctball.

The successful take-over of TEAMialk i July 2002 to sit alongside sportinglife in the content
division brought new revenue streams to benefit both brands. Advertising has grown
dramatically in 2002 to £1.2 million {20071: £0.1 million}, but represented just 34% of
content turnover alongside new and growing revenue streams such as SMS, cudio,
premium phone lines and text. The development of infegrated audio and text content for
new Mullimedia Messaging Service {"MMS”) channels and the infroduction of a “sports
five” onfine radio channel for third party sports and gaming sites benefited from the
invesiment made by TEAMtalk in recording studios in leeds.

The Group has successfully grown its unique user base to an average cudience of
3.5 million per month over the final six months of 2002, against 207,000 in the
corresponding period in 2001 |a 286% increase). At the same time the Group has
reduced costs by consolidating all ukbetting's intemet sites onto ¢ commen technology
platform and centralising staif to one site in Leeds. This rationalisation included the closure
of the major loss making radio station TEAMialk 252 in July 2002. Consequently,
following completion of the TEAMialk takeover the Board has now reduced headcount by
39%, equating to an annualised saving of £2.3 million.

One of the strengths of the content division s its broad spread of revenue generating
products. In addition to providing sporfs content o other internet sites such as BT
Openworld, ACL and FT.com, it provides a range of SMS, WAP and MMS sports and
gaming products to a number of the leading mobile networks including Orange, O,
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Chief Executive’s siaiement
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Hutchison's 3, T Mobile and Yodatone. It also provides sports and gaming text and audio
information services and statisticol packages to a number of leading intemet bockmakers,
It is now developing a number of revenue generating own-brand products in the gaming
information area, such as the 'Nag Me" SMS alert service that sends text messages to o
customer every time their selected horse is running. The division is also providing exfensive
premium fing phone services for foothall and racing and has recently signed on exclusive
arrangement to distribute “Attheraces’ racecourse commentaries via premium rate
telephone lines and on the ntemet. As part of the existing digital content division, the
Group retains @ successful instore broadcast business providing radio services to
companies such as ASDA and Moto as well as providing news and sport content via
satellite to ships.

The Group's cost effective method of growing the gaming customer base through its
branded sports content websites has proved to be successful and the Board believes the
Group's customer acquisition cost is one of the lowest in the UK market. However, whilst
this is still an important marketing function for the content division sites, the division is
rapidly exploiting new revenue streams in its own right. These will be developed as
own-brand ‘paid for’ services to customers and in addition we are supplying an increasing
number of partners with value-added content, across a wide range of media charnels.
There is particular emphasis on the growing mobile arena where we are the main text and
audio sports content provider for Hutchison’s 3 and have relationships with all the other
leading networks.

2002 was ayear of acquisition, infegration and rationalisation for ukbetting during which
the Group benefited significantly from conselidation within the UK online sperts content
sector and achieved strong growth in its sports gaming division. ukbetting’s major
challenge during 2003 will be to offer its growing customer base a more complete service
enabling the Group to improve gaming margins and increase content sales. The Board is
confident that its cost reduction programme, together with ukbetting’s sirengthened
business activities, should put the Group in a stong position 1o become cashflow
positive during 2003,

Eric Semel
Chief Executive Officer
2 April 2003




Non-executive
Chairman

Directors' biographies

The Hon. Sir David Sieff {aged 64} — Non-executive Chairman,

Remuneration, Audit and Compliance Committees

bl b

Member of the

Sir Bavid joined Marks & Spencer ple in 1957 and was an exscutive g

irector from 1972

to 1997, and a non-executive director from 1997 to July 2001, He is non-executive
chairman of FiBl Bank (UK} pic and Newbury Racecourse plc. He is a member of the
Jockey Club and was a director of the British Horseracing Board and o member of the
Horserace Totalisator Board. Sir David was chairman of Racing Welfare Charities and
the Stable Llads Welfare Trust and President of the Racehorse Owners Association. In
addition, he was the first chairman of the National Lottery Charities Board, (now The
Commumfy Fund) and a member of the National Board for Crime Prevention.

Executive Directors Peter Adam Daiches Dubens {aged 36) - Vice Chairman

Peter Dubens has experience in the startup and development of business both in the public

and private sectors. He is @ founding director of Paradigm Media Inves

tments PLC, which

listed on AIM in March 2000, a non-executive director of Stiling Group ple which is a

sourcing and menufacturing company listed on the Official List of the UK]
non-execuiive director of GX Networks PLC, a business to business voic
provider and cafounder of Avocet Capital Mancgement lid, a Eur
hedge fund management business. Peter is also a director of a ny
held companies.

Eric Semel {oged 34) ~ Chief Executive Officer

Eric Semel combines expertise in gaming and entertcinment with
pioneering work in computer online sites. Eric has a variety of exg
working for Giant/Wamer Bros label Records, where he refined |

Listing Authority, o
e and data service
bpean techneiogy
mber of privately

o reputation for
erience including
is marketing and

management skills. Moving into the gaming industry in 1995, Eric applied his knowledge
to The Mirage hotel and casino in Las Vegas, progressing from N\onag%ment Associate fo
Casino Markefing Credit Executive. Subsequently he joined The Bellagio hofel and
casine, where he became assistant director of Cesino Marketing. Eric’ . consultancy work
inclsded a shortterm contract with Enfertainment Media Veniures, a venture copital fund,
which invests in the areas of entertainment and gaming. |

David Christie Annat {aged 58} — Content Director ‘

David Annat joined the Group with the acquisition of Sporting Life UK) Limited where he
was managing director and has brought o the Board a wealth of expeylence in the sports
content business. During the 1990's he was managing director of Trinity Mirror's sports
division, managing director of Sporting Life Newspaper and was rgsponsrble for the
acquisition of the Racing Post. In 1996 he founded PA Sporting Life limijed, o joint venture
between Trinity Mirror and the Press Association and setup the first online betting platform
in the UK in June 1998. Prior to this David had @ number of senior management roles
in retail operations.
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Executive Directors Andrew Michael Galvin ACA faged 35) - Finance Director, Chairman of the
contirued Compliance Commitiee

Andrew Galvin is a qualified chartered accountant and joined the Group with the
acquisition of TEAMtalk Media Group ple. He has experience at finance director level in
the sports content arena and also spent five years within Motherwell Bridge Holdings
limited as subsidiary finance director. Andrew qualified as a chartered accountant in
1992 and spent seven years in the accountancy profession before moving into industry.
Andrew brought a detailed understanding of the TEAMIalk business ta ukbetting and this
assisted greatly in the successful integration of this acquisition info the|Group.

Non-gxecutive Alex Berger {aged 41) - Chairman of the Remuneration and Audit Commitiees and a
Directors Member of the Compliance Committee

Alex Berger previously worked for Canal+ and Vivendi, now Vivendi-Universal S.A., for
seven years from 1993 before leaving to form his own consulting and invesiment
companies in October 2000. At Canal+, Alex was senior advisor to|the chairman and
chief execufive officer. He conceived and implemented the mulfir-access portal Vizzavi, as
well as participating in the creation and development of Canal+'s tHematic interactive
channels and technelegy companies. He also founded and served as chairman and chief
executive officer of CanalNumedia, and chief executive officer of VivendiNet. Alex also
defined and initiated the sirategy that led to the merger of Seagram, Cahal+ and Vivendi.

Dr Hans Wagner, MSc PhD (aged 72} - Member of the Remuneration and Audit

Committees

Dr Hans Wagner was assistant secretary general of the United Natjons Development
Programme based in Tehran kom 1973 to 19746, Since 1969 he has warked in the
telecommunications industry, specifically in wireless communications,| he was the chief
executive officer and founder of Sonab AB, a manufacturer of mobile phone equipment in
partership with the Swedish government. Hans was also the Founde) and chairman of
Technophone Limited, which later merged with Nokia Technophong Limited, the first
manufacturer of mobile phones in the UK. Since 1981 he has been the senior parner of
Omega Partners, a worldwide telecommunications consultancy.




Results and dividend

Principal activity and
review of the business

Directors

Substantial
shareholdings

Directors’ repor

The directors present their report ond audited accounts for the year

2002,

The results for the year showing o loss before toxation of £8.83

£2.597 million] are set out on page 22. The directors do net rec
of a dividend.

The Company is the holding company for the Group’s operating s
subsidiaries are engaged in the provision of gaming activities and the

to 31 December

4 million {2001:
ommend payment

ubsidiaries. These
provision of sports

content to bath business and consumers across multiple defivery channels.

The operations of the Group are reviewed in detail on pages 3 fo 8.

All of the directors, as set out on pages ¢ and 10, served throughout the year fexcept as

detailed below}. Pursuantto Atticles 104 and 110, being eligible, Da
Galvin ard one third of the remaining directors offer themselves f
forthcoming annucl general meeting.

Directors holding office during the year ended 31 December 2002
Peter Dubens

Eric Semel
David Annat
Andrew Galvin
Alex Berger
Hans Wagner
Sir David Sielf
Alan Pereira —1esigned 1 October 2002
Anthony McAuslan - resigned 31 December 2002

The directors” inferests in the shares of the Company are set cut on pa

- appointed | August 2002
- appointed 1 Cclober 2002

id Annat, Andrew
or election ot the

ges 16 to 18,

At 31 March 2003 the directors had been notified of the following substartial interests in

the Company's issued ordinary share copitat:

Percentage of

Ordinary  issued ordinary

Shores

share capital

Apollo Nominees a/c PRi 8,380,000‘ 17.69
ENIC New Media Investment inc* 6,000,000 12.66
Pacific Leisure Fntertginment & Media limited 3,343,596} 7.06
Herald lnvestment Tryst* * 3,100,000 6.54
Edward C Johnson* * * 2,666,286 5.63
Eric Semel 2,090,100 4.4
Kanders & Company Inc 2,000,000 4.22

* Held in nome of Hargreave Male MNaminees Limited

**  Held in name of BNY {OCS] Nominees limiled
*** Held in name of Chase Neminees Limited - Fidelity International limiled

Otherthan the above interests, the Company has not been notified ond i

5 not aware of any

other person who is directly or indirectly materially interested in 3% or more, or who has o
nonmaterial interestin 10% or more, of the issued ordinary share copito|| ofthe Company.




The City Code

Going congern

Payments to suppliers

Political and
charitable contributions

Employee involvement

Special business at the
annual general meeting

Direclors’ report

The nature cf the relationship between Eric Semel and Peter Dubens, b

oth directors of the

Company, is such that Eric Semel and Peter Dubens (fogether the “Concert Pary”) are

deemed to be acting in concertwith each other in relation to the Compa
of the City Cede. Atadmission in 2007 the Panel agreed 1o waive an
Concert Party or Eric Semel individually, which would otherwise arise
exercise of the Warrants and Further Subscription Rights, to make, pu
general offer for the Company. The interests of the Concert Parly are set
interests on pages 16 to 18.

ny for the purposes
obligation on the
> as a result of the
rsuant to Rule 9, a
Ut in the directors'

The cecounts have been prepared on the going concem bosis as the directors, having
made appropriote enquiries, consider that the Group has adequate resources to cortinue

in operational existence for the foreseeable future.

The Group policy, in relation to all of its suppliers, is o setile the terms

of payment when

agreeing the terms of the transaction and to abide by those terms, providing thot it is
satisfied that the supplier hos provided the goods or services in accordance with the

agreed ferms ond conditions. The Group does not follow any cod
payment proctice. In respect of the Group year end trade creditors n
(2001 35 days) average purchases and expenses.

No confributions were made to any political party or for any ch
during the year.

> or statement on
epresent 54 days

aritcble purposes

Within the bounds of commercial confidentiality, staff are kept informled of matters that

affect the progress of the Group.

All applications for employment are given full and fair consideration for
existing employee were to become disabled, every effort would be m

[lvacancies. fan
Pde to ensure that

his /her employment with the Group could continue. All persons have equal oppoertunities

for training and career development except where constrained by practical limitations.

The full wording of the resolutions to be tabled of the forthcoming c:nnucll genercl meeting

is set out on pages 50 to 52.

Resolutions numbered 7 and 8 — Authority to allot shares

Under the Comparies Act 1985, the disectors of the Company may only allot unissued
shares if authorised to do so by the shareholders in o general meeting. Resolution 7

replaces the directors” existing authority by authorising the directors to allot shares fimited
to nominal value of £157,945.19 being one third of the issued ordinary share capital of
the Company at the date of the notice. If new shares are to be issued pursucni to this
authority, and are o be poid for in cash, the Companies Act 1985 requires that they must
first be offered 1o existing sharehelders, unless the cpproval of sharefolders is given to
disapply the relevant provisions of the Act. Resoluticn 8, in addition to empowering the
directors to cllot shares by way of rights issue to existing shareholders, also authorises the
directors to allot shares for cash, other than io existing shareholderd, but limited to a
nominal value of £157,945.19 belng one third of the issued ordinary sbore capital of the
Compeny af the date of the notice.
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annual general meeting
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Corporate governance

Directors

Directors’
remuneration

Directors’ report

Resolution number 9 — Repurchase of shares

This resclution is proposed to enable the Company to renew its general
authority {pursuant to Section 166 of the Act} to make market purcha
Section 163 of the Act) of up fo in aggregate 10% of its own ordinary sh
the ordinary share capital of the Company. The directors infend to appl
if the repurchase would increase net asset value for shareholders.

The Company is committed to ensuring high standards of corporate
Principles of Good Governance and Codes of Best Practice cover fo

and unconditional
ses [as defined in
aresof 1peachin

this authority only

govermnance. The
ur main areas, the

Board, direciors’ remuneration, relations with shareholders and accountability and audit.

The directors hove been, during the course of the yewr, establis
accordance with the Combined Code provisions issued by the Stock
apply to Smaller Quoted Companies and as set outin Quoted Compan

hing proctices in
xchange, as they
ies Alliance 2001

Guidelines. Following the acquisition of TEAMtalk, the Board instigated a review of

practices across the Group, the outcome cf which has resulied in the

mplementation of

Group wide risk management procedures. Furthermore reporting on the procedures and
controls will be made to the Compliance Committee of least twice a vear.

The Board comprises four executive and three non-executive dire
considers that all of the non-executive directors are independent and t
independence of the Chairman there is insufficient need 1o appoint

ciors. The Board
at because of the
o separate senior

independent director. There is an agreed procedure for individual cﬁiredors to obiain
independent legal advice and oll disectors have unrestricted access to the company

secretary and Chairman.

There is a clear division of responsibilities between Sir David Sielf

as non-executive

Chairman and Peter Dubens, Vice Chairman who together with Eric Semel, Chief
Executive Olfficer, are the directors ultimately responsible for the ruaning of the Group’s
ousiness. The Board has met regularly throughout the year to monitor the Group's
performance and 1o take decisions. Board papers and other relevant information are sent
to the Board members in advance of the meetings to enable direcrc‘?rs to be properly

briefed on topics fo be discussed at these meetings.

The Board has established a selection procedure for any future Boord appointments
and the responsibility is delegated ic the Remuneration Committee. In accordance
with the guidelines of the Quoted Companies Alliance, the Board |[does not have «
Nomination Committee.

One third of the directors are subject to retirement by rotation every three years. In
accordance with best practice each director will serve a three year periad betore standing
for re-election.

The Remunerction Committee comprises oll three nonexecutive dire‘crors, chaired by
Alex Berger. This Commitiee is responsible for determining the remungration packages
of the executive directors and for taking decisions regarding the Company’s longterm

incentive plans.

The Commitiee retain the appointment of externcl remuneration COHSUl‘TOnfS.

The remunerction for the nonexecutive directars is defermined byl the Board. The
remuneration report is sef out on pages 1510 18,




Directors’ report

Accountability

The _Audit Commitee comprises all three non-executive directors. This C ommiltee meets at
and audit

lecst twice a year and the Company’s auditors have, where appropriate, been in
attendance ot these meetings. The Committee, chaired by Alex Berger, tissists the Beard in
cbserving its responsibility for ensuring that the Group's financial systems provide accurate
and up to date information on its financial position and that the Company's published

Internal controf

financial statements represent a true and fair reflection of this position]

The Board is uliimately responsible for the Company’s system of internal control and for

reviewing its effectiveness. Following the acquisition of TEAMiolk the C

ompany has been

reviewing procedures across the Graup in line with the Combined Code and the Turnbull

Recommendations.

in 2001 the Board formed a Compliance Committee to provide an or
identifying, evaluating and managing significant risks faced by the Gro

going process for
p. The Commitiee

has met regularly throughout the year. The Committee reports significant operational and

financial risk issues fo the Board with particular emphasis being given
ensuring that the procedures for the gaming activities were compliant w

during the year to
ith internal polices

and relevant regulatory requirements. Following the review of risk management

procedures the Compliance Committee will receive half yearly
management on these issues.

The principal elements of the internal corticl framework are in
esfablished as follows:

{al  Transaction or investment appraisal

An evaluation and risk analysis covering technical, operational and
being performed as part of the review process for the Compliang
potential transactions or investments are approved by the Board in ag
approved schedule of Malters Reserved for the Board.

ib}  Budgeting and forecasting

An annual budgeting system is approved by the directors, which inclu
and loss accounts, balance shaets and cash flows. Forecasts for the full
as considered necessary.

] Financial reporting

repors from the

place or being

financial issues is
e Committes. All
cordance with an

des monthly profit
year are updated

Monthly management accounts are prepared and reviewed by the Bdard.

fd]  Cxpenditure
All significant expenditure is referred 1o the Board for approvel.

fel  Management of finoncial risks

Cash amounts deposited with banks and other financial institutions give rise to credit risk.

This risk is managed by reference to the institutions” credit ratings @
regularly review these rafings. The possibility of material loss in this
considered unlikely.

d the Beard will
way is therefore




Internal control
continuag

Remuneration report

Remuneration policy

Directors’ report

Some cash amounfs deposited with banks, and trade debtors and ¢r
foreign currencies. This gives rise fo Forelgn exchange risk. This risk i
balancing of assets and liabilities within currencies and hedging f

possibility of material loss from foreign currency is considered unlikelyl

On behclf of the Board, the Compliance Committee reviews the effectiv

of internal control. The system is only designed o manage rather than &

ccitors are held in
s managed by the
appropriate. The

eness of the system

liminate the risk of

failure to achieve business objectives. Further, it can only provide reosoncble and not

absolute assuronce against material misstatement or loss.

|
The principal functior of the Remureration Commitiee {the "Commiﬁeg") is o defermine,

on behalf of the Board, the remuneration packages of the executive di

ectors and to take

decisions regarding the Company’s longterm incentive plans. The compesition of the

Committee is given on page 13.

The Committee has followed the provisions in Schedule B of the C
preparing this report,

smbined Code in

The Committee aims o ensure that the executive directors are fairly fewarded for their
individual contributions to the Company's overall performance. Each director is assessed
individually so that his remuneration is directly related 1o his performance over time and so

that a significant proporfion of his remuneration package is performa

ce related.,

|
The Committee has obtained market rate salary compaorisons with simildr companies in the

industry sector and recommended pay amounts similar to such rafes.

‘The Committee is

responsible for recommendations on all elements of directors’ remunergtion including, in

particular, basic salary, annual bonus, longterm incentives and other

{it  The basic salary for each director is intended o be competiti
information provided beth by external and intemal scurces.

benehfs

e, but fair, using

{it  Eric Semel and Peter Dubens did not receive a bonus during the year.

{if) A policy for granting share options as recommended by the Commitiee is to provide
an incentivisation for staff and executive directors based on futurg results which add

value for all shareholders and to ensure that the proposals are f

executive direciors concemed, the Company and sharehclders.

i to the staff and
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Directors’ report
Directors’ emoluments
' Total ' Tolat
Basic salary Fees Bonus Benefis embolumenls  emoluments
2002 2002 2002 2002 2002 2001
£ £ £ £ £ £
Executive
Peter Dubens 127,500 - — 3.000 130,500 88,126
Fiic Semel 178,333 - — 3000 181,333 128091
David Annat* 50,000 — — 3.000 53,000 —
Andrew Galvin* 23,750 — - 2,500 26,250 -
Alan Pergirg* * 67,500 — 30,000 — Q7. 500 37,500
Non-executive
Sir Cavid Sieff - 65,000 - = 65,000 20,833
Alex Berger — 20,000 - — 20,000 4,167
Anthony McAuslan* * - 10,000 — — 10,000 4,167
Dr Hans Wagner - 17,500 - — 17,500 4,167
Total 447 083 112,500 30,000 11,500 401,083 287,251

*

**  The above figures represent the payments made in the year to date of leaving.

The cbove figures represent the payments made from the date of appoiniment.

Service confracts are in force for all directors. The contracts for execltive directors are
ferminable by 12 months’ nofice and the contracts for nonexeculive directors ore
terminable by & months’ notice.

Service contracts

Andrew Galvin is @ member of the ukbetting plc pension scheme. The scheme is o defined
contribution group personal pension to which the Company contributes 10% of basic
salary per annum,

Directors’ pension
rights

No other director received a pension confribution from the Company during the year.

Directors’ interests The directors’ beneficial interests in the issued ordinary share capitel| of the Company

were:
As at 31 December 2002
Ordinary shares Warranis/Oplicns *
Sir David Sieff 80,000 tllO0,000 Cptions
Pater Dubens 1,378,571 4,640,000 Waronts

270,270 Options
plus 1,160,000 Further %ubscription Rights

Eric Semel 2,090,100 3,200,000 Warrants
270,270 Options

plus 1,300,000 Further Subscription Rights

David Annat Nl $Q7,450 Options
Andrew Galvin 20,000 94,747 Options
Alex Berger 80,000 120,000 Cplions
Or Hons Wagner* * 1,340,000 MNil

* Warranis and Oplions entile the holder 1o subscribe for ardinary shares in the Company s defined
on poge 45

** Held in the name of S Sonder & Cie SA




Directors’ interests
confinusd

Directors’ report

The Further Subscription Rights give the holders the rightto subscribe for

Drdinary Shares at

a subscription price of 25p per Ordinary Share and to be issued with four Warrants for

each Ordinary Share subscribed for.
The following changes occurred during the financial year:

Hans Wagner acquired 340,000 ordinary shares at 29 pence on 19

December 2002.

Eric Semel acquired 30,000 ordinary shares at 32 pence on 3 December 20072.

Andrew Galvin acquired 20,000 ordinary shares at 29 pence on 20

Peter Dubens acquired 50,000 ordinary shares at 40 pence on 19
100,000 ordinary shares at 29 pence on 23 Cclober 2002 and
shares on 28 November 2002 at 32.5 pence.

The following changes have occurred in the period from the end of th
2 Aprit 2003

Deacember 2002.

September 2002;
68,571 ordinary

e financial yeor to

The nonexacutive directors were allotted shares in lieu of fees at 22 January 2003

as follows;
Sir David Sieff 35,085
Alex Berger 26,580
Hans Wagner 26,580

Assuming the Concert Party exercises its Warrants and Further Subscribtion Rights in full,
each member of the Concert Party will have the following interests in the Company:

Assuming Assumin

individual fully diluted
Shareholder dilution Percentage*  shareholdings  Percentage**
Eric Semel 14,060,370 2372 14,060,370 20.09
Peter Dubens 12,088,841 20.84 12,088,841 17.28
Concert Party 20,149,211 26,149 211 37.37

*

This assumes that only the individual member of the Concert Party exercises
Warrants ond Further Subscription Rights.

** This assumes each member of the Concenl Parly exercises in full his
Subscriplion Rights.

n full their individual

arcants and  Further




Share options
and Warrants

Financial risk
management

Interest rate risk

Credit risk

Directors’ report

On 2 October 2002, options over 394,747 ordinary shores of 1p eath were granted to |
both David Annat and Andrew Galvin respectively. The options were granted of 38p and

are exercisable from 2 October 2005, expiring on 1 Cctober 2012

Date Date

No. of 1p Ordinary Shares to Opfion  exercjsable  exercisable

which Cptions,/Warranis relofe Price from fo

Sir David Sieft 400,000 Cplions 25 O7/0B/00 07/08/06
Peter Dubens 4,640,000 Warrants 25p  07/08/01  0O7/08/06
1,160,000 FSR* 25p  Q7/08/01  07/08/06

270,270 Cptions 37p  30/11/04  30/11/11

Eric Semel 5,200,000 Warranls 25p  0Q7/08/01  0O7/08/06
1,300,000 FSR* 25p  Q7/08/01 Q7/08/06

270,270 Oplions 37p  30/10/04  30/11/11

David Annat 202,703 Oplions 37p  30/11/04  30/11/11
394,747 Options 38p  02/10/05 02/10/12

Andrew Galvin 394,747 Options 38p  02/10/05 02/10/12
Alex Berger 120,000 Opfions 25  Q7/0B/01  07/08/06

*Further Subscripfion Rights

During the year, the Company's share price on AIM ranged betwee
At 31 December 2002 the share price was 28.5p.

The Board regularly reviews the financial requirements of the Gra
associated therewith.

Group operations are primarily financed by cash held at banks anc
addition to the primary financial instruments the Group also has other fin
such as investments, debtors, frade creditors and accruals that arise
Group's operations,

The Group has £5 million of borrowings from UBS Warburg AG.

At 31 December 2002 the Group had cash balances of
(2001: £3.761 million) and finance lease liakilities of £7,000 (200

n 28p and 5%9p.

up and the risks

| loan funding. In
ancial instruments
directly from the

£2.974 million
1: £13,000).

The Group's cash balances surplus to daytoday requirements are held in high interest

deposit accounts fo maximise the interest return but maintaining flexi
funds as required.

Assets and fiabilities held in foreign currencies are detailed in note 1
staternants. The Group has not entered into any hedging fransaciions.

hifity to withdraw

7 of the financial

The main risks arising from the Group’s financict instrumenis are interest rate risk and
credit risk. The Board reviews and agrees policies for manoeging these risks.

The Group's exposure to interest rate risk on ils cash deposils is mana
available rates.

Counterparty risk arises from the deposit of surphus funds. The risk is man
transactions to banks with an appropriate cradit rating.

ged by reviewing

aged by reslicted




Foreign exchange risk

Auditors

Directors’ report

The Group's exposure 1o foreign exchange risk is managed by the balancing of assets and
liabilities within currencies and hedging if deemed appropricte.

Emnst & Young LLP resigned and KPMG Audit Plc was appointed by the Board as auditor
with effect from 371 July 2002. In accordance with Section 385 of the Companies Act
1985, a resolution for their appointment as auditor to the Company is o be proposed at
the forthcoming annual general meeting.

On behalf of the Board

Peter Dubens
Vice Chairman

2 April 2003

'J\ seitiney ol




Statement of airectors’ responsibilities

Company law requires the directors to prepore cccounts for each fin
give atrue and fair view of the state of affcirs of the Company and of the

profit or loss of the Group for that year. In preparing those accounts,
required fo:

*  select suitable accounting policies and then apply them consist

uncial year, which
> Group and of the
the directors are

snithy;

e moke judgements and estimates that are reasonable and prudent;

¢ state whether applicable accounting standards have been followed, subject to any

material departures disclosed and explained in the accounts; o

nd

*  prepare the accounts on the going concern basis unless it |s inappropriate to

presume that the Group will continue in business. \

The directors are responsible for keeping proper accounting records whlch disclose with

reasonable accuracy of any fime the financial position of the Comps
them to ensure that the aecounts comply with the Companies Act 19
responsible for safeguarding the assets of the Company and of the Gr.
taking reasonable steps for the prevention and detection of fraud and

ny and to enable
85. They are also
bup and hence for
bther irregularities.




Respective
responsibilities of
directors and auditor

Basis of audit opinion

Opinion

ra th

Independent audifor’s report

We have audited the financial statements on pages 22 to 49, except for the proforme
turnover information on page 22.

This report is made solely to the Company's members, as a body, in accordance with
section 235 of the Companies Act 1985. Our audit work has been undertaken so thatwe
might state to the Company's members those matters we are required fa state to them in an
auditor’s report and for no other purpose. To the fullest extent permitted|by law, we do not
accept or assume responsibility 'o anyone other than the Company ClPd the Company's
members as a body, for curauditwork, for this repeort, or for the opinions we have formed.

The directors are responsible for preparing the directors’ report ‘nd, as described
on page 20, the financial statements in accordance with applicable United Kingdom
low and occounting stendards. Cur responsibilities, as independent auditor, are
established in the United Kingdom by statute, the Auditing Practices Board and by
cur profession’s ethical guidance.

We report o you cur 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 to you if, in our opinion, the directors’ report is not consistent with the firancicl
statements, if the Company has not kept proper accounting records, if we have not
received cll the information and explanations we require for our audtt, or it informaticn
specified by low regording directors’ remuneration and ronsactions with the Group
is not disclosed.

We read the other information accompanying the financial statements and consider
whether itis consistent with those statements. We consider the implicatipns for our report if
we become aware of any apparent misstatements or material inconsistencies with the
financial statements.

We conducted our audit in accordance with Auditing Standerds issugd by the Auditing
Practicas Board. An auditincludes examination, on a test basis, of evidence relevantto the
amounts and disclosures in the finoncial statements. it also includes an assessment of the
significant estimates and judgements mode by the directors in the preparation of the
financiol stotfements, and of whether the accounting policies ore dppropriate fo the
Group's circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain cll the information and explenations
which we considered necessary in order to provide us with sufficient evidence to give
reasonable assurance that the financial statements are free from material misstatement,
whether caused by fraud or other inegularity or eror. In forming our opinicn we
olso evaluated the owveroll adequacy of the presentation of %formotion in the
financial stotements. |

I our opinion the financial statements give a true and fair view of the state of affairs
of the Company and the Group as at 37 December 2002 and of the foss of the Group
for the yeor then ended and have been properly prepared in accordance with the
Companies Act 1985,

Kloaney 4 Lic toe
KPMG Audit Fle

Chartered Accountants
Registered Auditor

2 April 2003
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Consolidated profit and loss account

KA MR}

Adjusted foss per share — pence
Bosic ond diluted

Adjusted loss per share bas bean ¢
exceptionol and norreciniing ook

Thare is na moterial difererce &

watzd to proade o better undesstandirg ol the ur
se rots 8

~2ar histoneal cogt profils ard thass recored m he oo

der L ira patannaace of the

2002 2001
- Discontinued Discontinueq Continuing
operations Caontinving aperations Tol  operctions  operations Total
Acquisitions Nenw Cenlinuing
fnote 23] recuring  operations
[note 5] lexcluding
A \'E‘CU\'H".Q
items and
acguisitions) |
Naotes £000 £000 £000 £000 £000 S.'GOC? £000 £000
Prolorma tumover — !
Group ond joint
venture [unaudited) 2 44 835 9,141
Turnover: Group and
share of joint venture 346 4,140 — 38,473 42,959 67 7,082 7,149
Less: Share of joint venture i
Winover — — - 13,876| 13.876f — {1,992 [1.892]
Group turnaver 2 346 4,140 - 34,597 39.083 &7 5,000 5,157
Caost of sales 1284i (1,550} - (32,8191 [34.653) 125 15,044} 15,069)
Gross profil 62 2,590 - 1.778 4,430 42 46 88
Administralive: expenses
lincluding operating
axcephionalst {705] 12,974} 11,401) 15,964] 111,046) !704‘) 12,016} 12,780)
1
EBITDA before
excepfional lems {458) {193] [1,048] 13,1901 (4 887] ll‘?élj {1,393} 11,591
Exceptional ilems 3 — - 1355) - 1353 {494 (2764 17701
EBITDA ofier
exceptional items {458} 1193) [1.4C1 13190 15.242| 1690) {1,671} 12,361
Depreciction and
amortisotion (185} 11e3) — (@961 11.374¢ [32|3 1299 1331]
Group operating loss 3 (464 3) {388} 11.401] [4,186¢ [5.616} |722| {1.970] 2.692)
Share of joint venture
operating peofit —~ — - 114 t4 - 56 56
loss on termingtion
of aperations 5 11.470) - — - 11,4701 - — -
Loss on ordinary aclivities
before interest
and taxotion 2,113 1380] 11,401 14072 7972 722 {1,914] 12,636t
Interes) receivable 25 37 - 3] 72 18 48 fele]
Interest poyetle and
similar chorges o1 - 155 {369) 1510 234} [1? {26] 127
Less on ordinary activities !
before taxation 12,088) [404) [1,770) 14.572) 18.834) [705b 11,892) {2,597)
Tax on loss on !
ardinary activities 7 — - — - — - — -
Lass for the financic! year
attributable to members
of the porent
undertoking 12,088 {404} {1.770) 14,572] i8.834) {705 11.892) {2,597}
Loss per share — pence
Basic and diluled 119 20 {18.25)

110 671

broup. Adpusted loss i before




ukbeding plo

Consolidated slatement of fotal recognised
gains and losses

2902 2001

£000 _ £000
Retained loss of the financial period (8,834) (2,597)
Exchange adjustments / —
Total recognised losses since last annual report (8,827) (2,597]
Reconciliation of shareholders’ funds
foe tha yeur ended 31 December 700 2

2002 2001
Group £000 £000
Shareholders’ funds of 1 January Q,707 —
Total recognised losses (8,827 12,5G7)
New shares issued 1,831 11,265
Shares ¢ be issued 500 1,039
Shareholders’ funds at 31 December 3,01 Q707

2002 2001
Company £000 £C00
Shareholders’ funds at 1 January 11,727 —
Total recognised losses (4,672) (577)
New shares issued ] ,6‘3] 11,265
Shares to be issued 500 1,039
Shareholders’ funds ot 31 December 2,186 11,727




y
24

Notes

Fixed assets
Intangible assets Q
Tangible assets 10
Investments 11
Current assets
Stock 12
Debiors 13
Cash at bank and in hand 17
Creditors: ameunts falling due

within one vear 14
Net current (liabilities) /assets
Total assets fess current liabilities
Creditors: amounts falling due

after more than ore year 15
Provisions for liabilities and charges
Other provisions 19
Provision for joint venture deficit 211
Share of gross assets
Share of gross liabilities
Capital and reserves
Called vp share capital 20
Share premium account 21
Shares to be issued 21
Other reserve 21
Profit and loss account 21

Equity shareholders' funds

Eric Semel
Chief Executive Officer
2 April 2003

3,001

2002 2001
£000 2000
8,119 7,903
1,412 265
_ 2
$ 531 8 200
48 —
2,380 | 474
2,974 3,761
5422 5,235
(10,600) (2,611}
(5,178} 2 624
4,352 10,824
(1.1139) (772)
(203) (24]

|
i— 267
— (588
— (321
3,001 9 707
4?3 443
5,526 5,501
1,500 1,039
6,936 5.321
(11,424) (2.597)
0,707




Company balance sheet

Fixed assets
Tangible fixed assets
Investments

Current assets
Debtors
Cash ot bank and in hand

Creditors: amounts falling due within ene year
Net current (liabilities) /assets

Total assets less current liabilities
Creditors: amounts falling due after more
thon one year

Capital and reserves
Called vp share capital
Share premium

Shares to be issued
Orther reserve

Profit ard loss account

Equity shareholders” funds

Eric Seme!
Chief Executive Officer
2 April 2C03

MNotes

20
vy
21
21
21

2002 2001
£000 £000
20 —
23,723 0,493
23,743 9,493
3,398 2,091
1,724 1,134
5,122 3,225
{18,540 (226)
(13,418) 2,999
10,325 12,492
(1,139) (765
9,186 11,727
473 443
5,526 5,501
1,500 1,039
6,936 5,321
(5,249) (577)
9,186 11,727
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Consolidated statement of cesh Hows

FARVIL S N

Cash outflow from opercting activities

Returns on investments and servicing of finonce
Taxation

Capital expenditure and financial investment
Acquisitions and disposals

Net cash outflow before financing
Financing

[Decrease)/increase in cash in the year

Reconciliation of net cash flow to move

in net debt

{Decrease)/increase in cash for the year
{Increase}/decrease in debt

Change in net [debt) /funds resuling
from cash flows
Non-cash movements

Chonge in net [debt]/funds resuliing from
cash flows and non-cash movements

Loans and finance lease liabilities arising
on acquisitions

Movement in net [debt] /funds for the year
Net funds at start of the year

Net {debt)/funds ot end of the year

Notes 1 1o 3 relaiing to the consclidated statement of cash flow

pages 27 and 28.

Noles

N N

]
N

Nofes

2do2 2001
£000 £000
(6,352) (2,160}
(¢30) 64
(200 (162)
] 434 1,306
(5,748 19872)
4,994 4,743
(754} 3,761
ment
2002 2001
£000 £000
{754} 3,76
(4,904} 1,000
(5,7L18) 4,761
(33) —
(5,781} 4,761
- 1,013
(5,781} 3748
3,748 —
(2.083) 3,748

5 are sef oul on
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ofes to the consolidated statement of cash Hows

|
Reconciliation of 2002 2001

operating loss ’ £000 £000
to operafing |
cash Hows |
Operating loss [O,éﬂ o) (2,692}
Depreciation and amortisation 1,374 331
(Increase)/decrease in debtors 1,637 (318)
(Increase)/decrsase in stock o —
Increase/|decrease) in craditors (2,683] 465
Increase/|decrease] in provisions ﬁ()S] 24
Net cash outflow from operating activities [6,3[52] (2,190}
[
|
Analysis of cash 2002 2001
flows for headings £000 £000

netted in the cash
flow statement

Returns on investment and servicing of finance

Interest received 72 o'}
Interest paid {332) (1]
Finance lease charges (1) (1)
Charges on raising of facilities (3691 —
Net cash [outflow)/inflow from returns on invesiments

and servicing of finance (630 64
Capital expenditure and financial investment
Acquisition of tangible fixed assets {706) (162)
Disposal of tangible fixed assets 506 -

\

|

Net cash outflow from capital expenditure \
and financial investment (200} 1162

Acquisitions and disposals
Purchase of subsidiary undertakings net of cash acquired

ot £14,480,000 {2001: £3,497,000} 1,581 1,306
Closure of businesses (223) —
Payment on fermination of joint venture arrangement 126 —
Net cash inflow from acquisitions and disposals 1,434 1,306
Financing
Proceeds from shares issued by parent undertaking - 6,000
Cost of share issues — {257)
Repayment of loan due by subsidiary — {1,000
Bank finance,/term loan 5,000 —
Repayment of finance leases (&) —
Net cash inflow from financing 4,994 4,743




Analysis of cash
flows for headings
netted in the cash
flow statement
confinyed

Analysis of
net debt

cash flows

Details of acquisitions and the cashfiows arising from the acquired companies are shown

in note 23, which includes detoils of maierial non-cash transactions.

The coshflow in respect of nonecuriing and exceptional items dufing the year was
£1,317,000 (2001: £587,351). This is all included in cashflow from operating

Other At
noncash  December
“hanges 2002
£000 £000
(33 2,074
- {7}
- 15,000}

activities.
A3
December
200! Cash flow
£000 £000
Cash at bank and in hand 3,761 (754)
Finance leases (13) o)
Loans due within one year — {5,000
Net funds/|debt) 3,748  15,748)

{331 (2,033
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Accounting
policies

Notes to the consolid_ofed accounts

The following accounting policies have been applied consistently in
which are considered material in relation to the Group's financial state
hos odopted FRS 18 “Accounting policies” and FRS 19 "Deferr
financiol stotements.

Accounting convention

The accounts are prepared under the historical cost convention and it
appliccble UK aecounting stendards.

Renewal of term foan facility

As shown in note 14, the Group has a bank loan term facility which is
Septernber 2003 The funding provider hasindicated its infention to ext
date from September 2003 1o 30 April 2004 subject to the satisfacti
conditions including the directors’ confirmation that the Group will ¢
position to pay its debts as they fall due for the foreseeable future and
year from the date of these financial statements.

The directors have carefully considered cash flow and working capit
Group for the foreseeable future and have modelled o number of busin
directors are confident that they will be able to satisly all of the co
therefore confident that the loan facility will be renewed and that itis the
for the accounts to be prepared on o going concern basis. No adjus
made 1o the assets and liabilities in the financial statements which w
cecounts being prepared on a basis other than the going concem ba

Basis of consolidation

The Group accounts consolidate the accounts of ukbetiing and its subsi
made up to 31 December 2002. The subsidiary undertakings are a

dealing with items
ments. The Group
ed tax”, in these

‘ accordance with

due for renewal in
end the repayment
on of a number of
ontinue to be in a
a minimum of one

4| forecasts for the
ass scenarios. The
nditions. They are
refore appropriate
tments have been
uld result from the
5i5.

Jiary undertakings
rcounted for using

acquisition accounting and their results are included in the profit and loss account from the
date control passed. No profit and loss account s presented for the Company as permitted

by section 230 of the Companies Act 1985.

Entities in which the Group holds an interest and are jointly controlled

by the Group and

one or more other parties are treated as joint ventures. In the Group ccequnts, jointventures

are accounted for using the gross equity method.

Goodwill

Goodwill arising on acguisiions of subsidiary undertakings is capitalised and emortised

over its estimated useful life on a straight line basis. The useful life of goo

twill is determined

based on the individual circumstances of each business acquired. Gogdwﬂl is reviewed

for impairment at the end of the fisst full financial yvear following the
ofher years if changes in circumstances or events indicote that the ¢
not be recoverable.

On the subsequent disposal of termination of a business, the profit or |
rerminaticn is calculated after charging the unamortised amount of an

Investmenls

Investments are held af cost less any provision for impairment in valy
reviewed for impairment if events or changes in circumstances indicat
volug may not be recoverable.

cauisition and in
arrying value may

bss on disposal or
refated goodwill.

> Investments are
e that the carmying

29




Accounting
policies

. i
continued

Noies to the consolidated accounts ..

Depreciation

*
Depreciation is provided on all tangible fixed assets, ot rates coleula
cost, less estimated residucl value, of each asset evenly over its ex
as follows:

Freehold property -
Fixtures and fitings and office equipment -

A0 years

The carrying value of tangible fixed assets is reviewed for impairment if
in circumstances indicate that the carmying value may not be recovera
Turnover

Turnover, which excludes volue added tax and sales between G
represents the value of services supplied to customers.
Revenue recognition

Content

Connectivity revenue is recognised when the Group has defermine

over 3~ 4 years

ed fo write off the
pected useful life,

o

events or changes

ble.

Sroup businesses,

d that users have

accessed the Group's services via a telecommunications network of service provider.

Connectivity revenue is recorded as the gross amount received by the

hetwork or service

provider and any deductions retained by the provider for additional seryices are recorded

in cost of sales. Content syndication contracts are recognised rateably
the contract. Professional services, such as web design and sofware im

over the period of
plementation, and

advertising revenues are recognised whan the services are charged.

Gaming

Revenue is recognised when customers have placed a bet. Costs of sales include customer

winnings, hedging, betting duty, levies ond an estimate of ante-post li

Foreign currencies
Company

abilities.

Transactions in foreign currencies are recorded at the date of the fransaction of ot the

contracted rate if the fransaction is covered by o forward foreign e
confract. Monetary assets ond liabilities denominated in foreig
refranslated at the rate of exchange ruling at the balance sheet date or if
forward confract rate,

Group

kchange currency
n currencies are
appropriate at the

The accounts of overseas subsidiary undertakings are tronslated at the rate of exchange

ruling at the balance sheet date. The exchange difference, arising on th
opening net assets and profit and losses incurred are taken directly to

Research and development

e translation of the
reserves,

Research and development costs include expenses incurred by the Group to develop,
enhance, manage, monitor and oparate the Group's web siles and systdms. Research and

development costs are expensed as incurred

Leasing and hire purchase agreements

Assets held under finance leoses and hire purchose contracts are
balance sheet and are depreciated over their useful lives.

to pitalised in the
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2 Turnover and

segmental analysis

Notes to the consolidated accounts ...

for thg va

The inferest element of the rental obligations is charged to the profitang
the year of the lease ond represents a constant proportion of the b
repayments cutstanding.

Rentals paid under operating leases are charged ta income on a straigh
lease term,
Deferred taxation

Deferred toxation is recognised in respect of all timing differences betwa
certain items for taxation and accounting purposes which have arisen &
the balance sheet date, except as otherwise required by FRS 19.

Onerous contracts
Provision is made for future rentcl expenses and related costs of leasehg
estimated sublease income] where space is vacant and not planne
ongeing operations,
Pensions costs

The Group operated a defined contribution group personal pension sc
employees participate. The pension cost under this scheme is th
contributions payable in respect of the year. The Group provides no ot
benefits fo its employees.

The proforma turnover is calculated as follows:

ioss account over
alance of capital

line basis over the

enthe freaiment of
ut not reversed by

ld property (net of
:d 1o be used for

heme in which the
e amount of the
ner postrefiremant

2002 2001

sqoo £000
Group turnover 39,083 5157
Share of joint venture turnover 3.876 1,992
Turnover: Group and share of joint venture 42 359 7,149
Joint venture pariners’ share of joint venture turmover 3,86 1,902
Proforma turnover 46,835 Q147

'

Proforma tumover has been shown due to the full acquisition of the joint venture, to show
the amount of turnover that would have been recorded if the joint venture had been shown

under the principles of acquisition accounting from commencement.

Group turnover represents the amount derived from the provision of g

vods and services

which fall within the Group's ordinary activities, stated net of value added tax.

The Group operates in two principal areas of activity, that of gaming a
sports content.

Geographical tumover has been disclosed by origin, which arises wh

1d the provision of

Slly within the UK.

All operating losses and net assets related to the UK. 96% of gaming tumover derived from
clients resident in the UK, the balance derived from Furope and Asia. 68% of content
winover derived from clients rasident in the UK the balence derived from clients resident in

Europe and the USA.

Group turnover, loss on ordincry activiies before tax and net assets are analysed as
follows. The share of operating profit of the joint venlure and net liabilities of the joint

venture relate to the gaming aclivify.

o
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2 Turnover and 2002 2007
. .
H Cradit Crachis
segmenml analysis i P
confing ecf Arga of aclivity Gaming Content Marketing Tola! Gaming Conten! Aorkering Total
Group turnover
Discontinued - 63 283 346 - - o7 67
Confinuing — Acquisifions 1,624 2518 — 4,140 — —| — —
Cenlinuing
lexchoding
nonecurring] 33,558 1,039 — 34,597 5015 75 — 5,000
35,182 3,618 283 39083 5015 75 o7 5,157
Group operoting loss
befora exceplional
items and comman
costs
Discontinued - 077 (A4S0} {43 — - il 182y
Continuing — Acquisiions 131 (353) — {3881 — - — —
Confinuing
texcluding
narecurring) {1,640 [1,18%} — 12,829} 15681) EOOE#\ — {1,159}
1.671) 721} {466) [3,858) {561) tOOE) {182} 11,351
Operating exceptional !
items ‘L
Discontinued - — - — - - 1494] 1a%4)
Canfinying — Acquisitions — -~ — - — - — —
Continving
{excluding
nenrecurring) - - — - |24 — - {249}
Group operating loss after !
excepliongl items and
before common costs
{excluding
non-recurring) {1,671 (1721 {466} {3,858) 8101 1508 676) 12,094}
Commen costs including
opergling exceptional
charges and
oM rEcUNming costs (2,758 (598)
Group operaling loss 16,618} 2.697)
Share of profit of
joins ventre 114 56
Net interest and income
from investmenls {862} 3%
Loss on termination of
operations {1.470) -
Loss on ordinary aclivities
befora taxstion 18,834) 12,597)
Met ossals
Discontinued — - 1.962 1,992 — - 3,593 3,593
Continuing ~ Acquisilions 1132} 3060 - 2928 - - - -
Cantituing
lexcluding
nonrecuring) 2.040 (2531 - 1,787 2947 1.482 - 542¢
1.9C8 2.807 1692 6707 3.947 b 48z 3,593 @022
Urelloccted net
ihobilibes) /oisets 13,008 1.008
Share of joint venture
net lighitities — 13211
Tatol ret assers 3001 Q707
Unallocated ret
tliabiities] /assets comprise
Cash 1,724 1134
Cither debiors 182 52
Other crediters/loans [5.6021 [180)
...... L 13,696) 1 006
My r— —
32




2 Turnover and
segmental analysis

contingsa

3 Group operating
loss

4 Staff costs

Notes to the consclidatea accounts

Analysis of Group’s share of
jeint venture (all gaming]
Turnover

Profit before tax

Taxation

Profit after tax

Current assets
liabilities due within one year

Net liabilities

This is stated after charging:

Auditors” remuneration — audit services (Company £10,00C)
- non-audit services
Amoriisation of intangible fixed assets
Depreciation of owned fixed assets
Depreciation of assets held under finance leases
and hire purchase centracts
Opercting lease rentals — land and buildings
— plant and equipment

Employes costs and numbers

Wages and saleries
Social security costs
Pensicn costs

The average monthly number of employees during the year
was as follows:

Operational
Adminisrration

Details of directors’ remuneration can be found on page 16.

.
i
T:)fgf Totaf
2002 2001
£000 £000
3,876 1 99)
114 56
114 56
— 267
— (588)
— (321}
2002 2001
£000 £000
85 65
50 42
ook 310
381 20
- ]
201 54
39 -
2002 2001
£000 £000
zsko 667
2@3 94
75 —
32p8 761
NO. No.
11c Al
14 17
104 61

33
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7

Non-recurring
costs and loss on
termination of
oprations

Interest payable
and similar charges

Tox on loss on
ordinary activities

[gye) 2 L4 ~

Notes to the consolidated accounts .1 . ..

Non-recurring costs
Non-recurring costs of £1,401,000 disclosed in the profit and loss

cecount comprise

those operating costs incurred during the post TEAMialk acquisition period untilt the

completion of integration and recrganisation procedures, affer which
Costs arising directly from the infegration and reorganisation, com

hey will not récur.
brising principally

redundancy and termination payments, cre included as exceptional norrecurring costs.

Arrangementfees of £369,000 relating to the funding of the acquisition of TEAMialk have

been charged to interest in the profit and loss account in the year in line
acquisition funding.

Loss on termination of operations
Inthe year the Group closed the Sportscard business and the TEAMialk

with the term of the

2572 radio station.

The losses incurred in the close of these business units were £1,127,000 and £343,000

respectively. The two amounts have been classified as loss on termination of operations in

the profitand loss account, The loss on termination of the Sportscard bus

ness is made up of

the sale of Sportscard’s datebase for £270,000, the write off of goodwill which arose on

the acquisition of £1,195,000, closure costs of £150,000 and los

fixed assets of £52,C00,

es on dispascl of

2002 2001

£O|OO £000

Interest on bank loans and overdrafis 380 1
Interest on finance leases 1 ]
Interest on unwinding of discount on deferred consideration 151 25
Arrangement fees relating to acquisition funding (note 5) 369 -
Exchange losses 33 —
034 27

2q02 2001

£000 £000

Corporation tax
Deferred tax

The Group has no tox charge due 1o the losses in the year and has fax losses to carry
forward of approximately £20 million including losses acauired with TEAMtalk

[2001: £10 million).
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Notes fo the consolidated accounts ... .

7 Taxon loss on Current tax reconciliation .
ordinary activities 2002 20017
continued £000 £0C0

loss on ordinary activities before tox 18,834 (2,597)
Expected current tax thereon ot 30% {2,850} (7 73)
Expenses which are not deduciible for tax purposes 1,659 {228)
Depreciation in excess of capital allowances 101 156
Increase in tax losses carried forward 1,490 851
Current fax charge per accounts - -
8 Loss per share Basic loss per share is calculated by dividing the loss attributable to ordinary shareholders

by the weighted cverage number of ordinary shares in issue during the financial period.

Reconciliation of the loss and weighted average number of shares used in the colculations
are set out below:

20027 2001
Weighted Waighted
average average
losses number of Per share losses number of Per share
£000 shares  [pence) £000 shores {pencel
Basic losses per share
loss atiributoble to ’
shareholders (8,834} 45,790,645 119.29) (2.597) 14230256  (1825]

Diluted loss per share is the same as the basic loss per share as the| exercise of share
opfions and Warranis would reduce the loss per share, and are therefore not dilutive

under FRS 14.

Adjusted loss per share has been calculated to provide a better understonding of the
underlying performance of the Group as follows:

2002 2001
Per share Per share
{osses amount iosses amount

£000  [pencel £00C  [pencel
Basic losses per share

Lass attributable to sharehclders (8,834} {19.29) (2,597) [i18.25)
Amartisation of goodwill Q93 2.7 309 2.17
Goodwill charged to profit and loss
account on termination of
Sportscard business 1,195 2.61 — —
Non-recurring costs 1,770 3.86 770 5.41
(4,876 110.65) (1,518 (10.6/7)




Notes to the consolidated accounts ... oy

9 Intangible fixed . Goodwill
assets Group £000

Cost:
At 1 January 2002 8,213
Additions 2,559
Disposals [153)
At 31 December 2002 10,617
Amortisation:
At 1 January 2002 310
Charge for the year Q93
Goodwill charged on fermination of Sportscard business (nofe 5) 1,195
At 31 December 2002 2,498
Net book value:
At 31 December 2002 8,119
At 31 December 2001 7,203

Capitolised goodwill relates to the acquisitions of ukbetting.com Limited, Sporting Life UK
limited, SCG Enferprises Limited and TEAMtalk. The goodwilt is be:r|g amortised over
10 years.

The additions in the year include the revision of the goodwill arising on [ he acquisition of
ukbetting.com Limited due to the increase in the deferred contingent consideration. This
has increased goodwill by £723,000. ‘

Disposals relate to the sole of a business and certain assets within R0p|H Raceline Limited
(o business acquired with TEAMalk). ‘

The balance of additions to goodwill relate to the acquisitions of TEAN\fo|k and SCG
Cnterprises Limited {nate 23). |
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10 Tangible fixed . Group Company
4 assets Fixlures Fixtures
fitings and fitings and
Freehold office office
propery  equipment Tolol  equipment
£000 £000 £000 £000
Cosk:
AT Jamary 2001 — 372 | 372 -
Additions — 775 775 27
Acquisitions 800 520 1,320 —
Disposals {488) (211) (69T —
At 31 December 20072 312 1,456 768 27
Depreciation:
At 1 Jenuary 2002 — 77 77 —
Charged in the year 6 375 381 7
Disposals (4) (98) (102 —
At 31 December 2002 2 354 3564 7
Net book value:
At 31 December 2002 310 1,102 1,412 20
At 31 December 2001 — 2905 205 —

Included under fixtures, fittings and office equipment are assets held under afinance lease.

The net bock value is SNl {2001: £12,263).

11 Fixed asset

investments Join Investments
Group venture in shares
£000 £000
Cost less provision for diminution in value:

At 1 January 2002 (321) 2

Payment by joint venture periner to cover expenses
incurred by the Group on behalf of the joint venture 81 (2)
Share of profit retained by joint venture parner 114 —
Payment by joint veniure on acquisition 126 -

At 31 December 2002 - —

Investments in

subsidiary
Company undertakings
£000

Caost or valuation:
At 1 lanuary 2002 Q493
Additions 16,487
Impairment (2,257)
At 31 December 2002 23,723

The impaiment relates to Sportscard Group ple following the termination of the business.
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Fave the

Fixed assets
investments

continuad

Held directly
ukbetting.com limited
SCG Enterprises Limited
Sporting Life UK Limited
Sportscard Group ple

TEAMialk Media Group Limited

Held indirectly

Sportscard Credit Card
Company Limited

Sportscard Limited

Sportinglife Bets Limited

TEAMialk Inc

TEAMIalk Satellite Limited

TEAMIclk Satellite Inc

TEAMtclk.com Limited

TTC2 Limited

TTC3 Limited

TTC4 Limited

Rapid Raceline Limited

TEAMtalk Media Limited

TEAMitalk Broadcast Limited

Web-Bet Limited

The Companies Act 1985 requires investments in subsidiary underiakir
at cost less provision for diminution in value. Following the transfer at

o

The principal subsidiary undertakings at 31 December 2002 were:

Nature of business

Gairing

Non frading

Media

Credit card marketing
Holding Comparny

Credit card marketing

Sport ticket marketing
Gaming

Non treding
Medic

Media

Media

Holding Company
Holding Company
Holding Company
Intellectual Property
Media

Istore Radio

Non trading

ofes io the consolidated accounts - ... .

Perceniage

Country of proportion of
incorporation  shares held
Englend 100
England 100
England 100
Englond 10G
England 10C
England 100
England 100
England 100
SA 100
England 100
USA 100
England 100
Englgnd 100
Englgnd 100
England 100
England 100
England 100
Engldind 100
England 100

gs fo be recorded
book value of the

irade, assets ond liabilities of SCG Enterprises Limited to ukbetting. com Limited during the
year, the book value of that subsidiary fell below the recorded invesimentin that subsiciary

of £454,000.

The directors of ukbetting plc are of the opinion that the trade of SCG
now held within ukbetting.com Limited, sfill justifies the £454,000 invastment and hence
to record an impairment charge in the profit and loss account would n

faie view.

The directors of ukbetting plc have invoked the true and fair overric
Companies Act 1985 to recllocate the £454,000 investment in SCG Enterprises Limited

to ukbetiing.com limited.

38

Lnferprises Limited

t show a frue and

e provision in the




12 Stocl::

13 Debtors

14 Creditors: .
amounts falling
due within
one yeor

Notes to the consolidated accounts <. ...

b g /

, 2002 2001

£000 £000

Receiving equipment 68 -
2302 200!

Group £C00 £000
Trade debtors Q%5 262
Cther debtors §26 319
Prepayments A59 660
Amount owed by jcint venture - 233
2,380 1,474

2002 2001
Company £000 £000
Amounts due from subsidiary undertakings 3,216 2,040
Other debtors 46 46
Prepayments 1136 3
3,398 2,091

Included under Group prepayments are sports debentures of Si

£293,118). These are charged to the profit and loss account ov)]e

04,174 (2001
i the term of the

debenture. The amount due after more than cne year is £39,900 (2001: £205,842).

2002 2001
Group £000 £000
Obligations under finance leases and
hire purchase contracts {note 16) 7 &
Trade creditors 3,177 1,030
Other taxes and social security costs 264 394
Accruals 2,146 845
Other creditors 6 336
Bank loan-term facility 5,000 —
10,600 2,611
20:02 2001
Company £Q00 £000
Trade creditors ]|T48 -
Amounts due to subsidiary undertakings 12,938 46
Other creditors 15 7
Accruals 439 173
Bank loan-term facility 5,000 —
18,540 226

The term facility is repayable on 30 September 2003 and is secured @
TeAMilk which are held by ukbetiing ple. Further details cbout the st

are set cutin note 1.

ainstthe shares of
us of the term loan

39




15 Creditors: ) 2002 2001
amounis falling Group £000 £000
due after more Chligations under finance leases and
than one year hire purchase contracts {note 16) — 7

Deferred considerotion 1,139 765
1,139 772
2002 2001
Company £000 £000
Deferred consideration 1,139 765
1,139 765

Deferred consideration comprises the cash element of the amount payable to ENIC in
respect of the acquisition of ukbetting.com Limited. This has been increased in the year due
to reassessment of future growth prospects.

The amount now due is analysed as follows:

£000
Amount due 1 January 2002 765
Interest (note 6] 1513
increase in amount due 223
At 31 December 2002 1,139
16 Obligations under 2002 2001
finance leases Group £000 £00C
Net obligations under finance leases are repayable
as follows:
Within one year 7 6
Within two to five years - 7
7 i3
Total obligations at 1 January 13 -
Additions under lease agreements during the year — 13
Capitcl repayments during the year {6) -
Tetal obligations ot 31 December 7 13
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instruments and
derivatives
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Notes fo the consolidated accounts ..t .o

The directors’ report on pages 18 and 19 provides an explanation of th
objectives and policies with regards o financial instruments and the m

e Group's freasury
anagement of risk.

An oulline of the policies odopted for achieving these objectives is also provided.

Shortterm debtors and creditors have been omitted from this nofe as permited under

FRS 13.

la)  Interest rate risk profile as at 31 December 2002
The interest rate risk profile of the Group is as follows:

Financial

assels on

which no

Floating inferest is
rafe receivable 2002 200!
financial assels £000 £000 £ (‘JOO £000
US Dollar 20606 — 266 —
Euro 109 15 124 —
Sterling 2.584 — 2,584 3,673
2,959 15 2,974 3,673

The financial assets of the Group comprise:

2002 2001
£a00 £000
Cash and deposits 2,974 3,671
Fixad asset investments i— 2
Total financial assets 2,9!74 3,673

The floating rate financial assets comprise cash eaming interest linked|to base rates.

Financial Financial Fiked rate financial
fiahilities liabiiities liabilities
on which Weighted ~ Weighted
Floating fixed  no interest average overage
rate rale  is charged Total  intetestrale  number of
2002 £000 £000 £GO0 £000  pergeniage years
Sterling — 6,146 203 6,349 Q7 1.0
2001
Sterling - 778 24 802 8.1 34
The financial ligbilities of the Group comprise:
2002 2001
£000 £000
Finonce leose 7 13
Deferred consideration 1,139 765
Other financial licbilities 203 24
Bonk loan term facility 5,000 —
6,349 802

ukbeting plo
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Financial
instruments ond
derivatives

confinued

......

tbl  Foreign currency exposure profile as at 31 December 2002

As explained in the Group's accounting policy, exchange differences arising from the
retranslation of the opening net assets of subsidiary undertakings which have functional
currencies other than sterling are taken to reserves, togsther with the differences arising
between the prefit and loss translated at average rates compared with year end rates.

The toble below shows the extent to which Group companies hove mpnetary assets and

liabilities in currencies other than their functicnal currency. Foreign exq

hange differences

on the retranslation of these assets and liabilities are taken to the profit and loss account
of the subsidiary concerned and the Group. The position at 31 December 2002 was

as follows:

Net foreign currency monetary assets/{liabilities)

2002 2001
US dollar Euro Total Total
£000 £000 £000 £000
Functional currency of
Group operation
Sterling 249 81 330 —
Total 249 8] 330 -

(c|  liquidity profile of financial liabilities as at 31 December 2002

The following table analyses the Group's financial liabilities as at 31 December 2002,
which are repayckle as follows: |

23‘02 200!

£000 £000
In one year or less or on demand 5,007 30
In more than one year but not more than two years 89 7
In more than two years but not more than five years 1,253 765
In more than five years - -
Total &, 349 802

The Group had £5 million of committed borrowing focilities at 31 De

cember 2002.
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17 Financial (d)  Fair valves of financial assets and liabilities )
instruments and Book value Fairvalve  Book value Fair value
derivatives 2002 2002 2601 2001
confinued £000 £000 £000 £C00

Primary financial instruments

held or used to finance the

Group's operations -
Cash deposits 2,974 2974 3,871 3,671
Other financial assets — — | 2 2
Borrowings maturing within |

one year (5,007] 15,007} (6] (&)
Borrowings maturing after

one year (1,139 {1,13%) (A72) (772
Other financial liabilities (203} (203} 24) (24]

{3,375} (3,375) 2,871 2,871

[l The Group does not hold any financicl instruments for trading plrposes.

lil ~ The fair valve of cash at bank and in hand approximate to Hook value due 1o
shorterm maturity of these instruments.

(i} The fair values of the deferred consideration have been calculaled by discounting
expected future cash flows of prevailing inferest rates. '

18 Deferred taxation Group

The movements in deferred taxation during the current and previous years are as foliows:
2002 2001
£400 £C00
At 1 January - -
Charge for the year — —
At 31 December - -

The deferred tax asset is made up as follows:
Recognised Not recognised
2002 200! 2002 2001
£000 £000 £000 £000

Accelerated capital

allowarnces — - 1,026 156
Short term timing differences — — 6,149 3,200
— — 775 3,356
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20 Share capital

S

Notes to the consolidated accounts

2002 200!
£000 £000
At 1 January 24 r
Acquired/charged in year 247 24
Utilised QéB] —
At 31 December 203 24

The provisions relate to rent and other costs of vacant properties no |
Group. The provisions are expected to be utilised in 2003 (£89
1£114,000].

Authorised, allotted, calfled up and fully paid

bnger used by the
000} and 2004

2002 2002 <001 2001
No. £000 No. £000

Ordinary shares
of £0.01 ecch 47,295,312 473 44,311,400 443

During the period the following fully paid shares were issued:

(@) On 11 January 2002, 24,433 1p ordinary shares and on 5| February 2002,
112,435 1p ordinary shares were issued to complete the acquisition of Sportscard

Group Ple, which had become unconditional on 12 November

2001,

(b)  On 1 Moy 2002, 54,945 1p ordinary shares were issued to staff in lieu of bonus.

() From 11 July 2002 to 3 September 2002, 2,792,099 1p ord
ollotted to complete the acquisition of TEAMialk.

Post balance sheet events:

inary shares were

On 22 Jonuary 2003, 88,245 1p ordinary shares were issued to|the non-executive

directors in lieu of fees.

The total shares in issue af 2 April 2003 are 47,383,557
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continued
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The following options and/or Warrants have been granted over ihe ordinary shares

of the Company:

No. of Ip
ordinary
Date of shores  Exercise
grani or to which price |
exchange awardsrelate  pence
Optlions to norrexecutive

directors at llotation 7 Aug 01 600,000 25
Warranls and options to

execulive directors at flotation 7 Aug 01 2,940,000 25
Warrants to subsfantial

shareholder at flotation 7Aug0l 6,600,000 25

turr)
Further Subscription Righis o

executive directors — shares 7 Aug Q1 2,460,000 25
Further Subscription Rights to

axeculive direciors —

Warrants 7 Aug O1 2,840,000 25
Sportscard exchange options 12 Nov O} 257,140 42
Onptions to executive directors

and staff 30 Nov 01 988,805 37 ]

an
Cptions fo execulive direclors
and staff 20ct02 1,118,421 38

Date exercisable

Prior to 7 Aug 06
Priorto 7 Aug 06

Conditional upon
over by 31 Dec 05

Prior to 7 Aug 06
Priorlo 7 Aug 06
Pricr to 1 Mar 11

Frem 30 Nov 04
before 30 Nov 11

From 2 Oct 05 and
before 2 Oct 12

The Company operates cn approved share option scheme and an Li[lnopproved share

opfion scheme.

Under the terms of the Company’s unapproved share option scheme the
to pay the National Insurance accruing 1o the Company on the gain
exeicise of options. The National Insurance liability has been accrued
and has been offset by an amount recoverable from employee!
Consequently there is no charge 1o the profit and loss account in re
Insurance accruing on the exercise of share options.

individual is licble
s accruing on the
for within creditors
s within debtors,
spect of National

The Company has not issued any share options at less than the market price.
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21 Resérves

Profit
Shares fo be Cither Share and loss
issued reserve premjum account
Group £000 £000 £000 £000
At 1 January 2002 1,03¢ 5.321 5,501 12,597)
Share issues (39) 1,615 25 —
Additional deferred
contingent consideration 500 — - -
Loss for the year - - - 18,834
Exchange adiustments — - - 7
At 31 December 2002 1,500 6,936 5,526 {11,424)
At 1 January 2002 1,039 5,321 5,501 (577}
Share issues {39) 1,615 25 —
Additicnal deferred
contingent consideration 500 — - -
Loss for the year — — - 14,672)
At 31 December 2002 1,500 6,936 5,526 |5,249)

The loss atributable to members of ukbeting plc dealt with in the accounts of the
Company is £4,672,000. !

22 Other Annual commitments under noncancelloble operating leases as follows:
commitments Plont ond  land and Planiand  land and
equipment  buildings Total  equipment  buildings Tofal
2002 2002 2002 2001 2001 200]
Group £000 £000 £000 £000 £C00 £000
Operating leases
which expire:
Within one year 4 24 28 — 70 70
Between two
and five years 52 174 226 — — —
Alter five years - 187 187 — 102 102
56 385 441 - 172 172

46
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{al  Acquisition of SCG Enterprises Limited | "SCGE)
On 5 July 2002 the Group ccquired the entire issued share capital g

consideration of £454,000 including expenses was satisfied by cash.

ofes o the consolidated accounts ... ..

f SCGE. The total

The Group has used acquisition accounting to account for the purchase and the resulting
goodwill of £706,000 has been capitolised and is being amortised over 10 years.

Book and
provisional
fair value
Nef assels acquired £000
Debtars 188
Cash 604
Creditors {1,044)
Net liabilifies {252
Goodwill 706
Consideration 454
£000

Satisfied by:
Cash 454

The summarised profit and loss accounts of SCCE for the periods imme!
acquisition by the Group are:

diately pricr to the

I january I January

2007 g 2000 o

30 fung 31 December

2004 2000

£000 £000

Turnover 11,529 -
Operating loss (639 -
Loss before taxation (633) -
Taxation - -
Loss after taxation (633) -

In September 2002, the activities of SCGE were merged with those of ukbetting.com

timited. The goodwill arising on cequisition is now included with the g
on the acquisition of that company.

oodwill that arose
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eontingad
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Notes to the consolidated accounts .. i

bl Acquisition of TEAMtalk Media Group plc TEAMIlk”)

On 12 July 2002 the Group acquired the entire issued share cap
The total consideration of £14.1 mi“ion including expenses, was sat

vital of TEAMalk.
stied with cash of

£12.5 million and the issue of £1.6 million of shares. The Group hq
accounting to accountfor the purchase and the resuling goodwill of £Q

s used acquisition
75,000 has been

capitalised and is being emortised over 10 years. {

ProvisioncJ,’
fair value Fair value fo
Book volve adjustments the Group
Net assets acquired £000 £000 £000
Tangible fixed assets 898 427 1,320
Infangible fixed assets 155 — 155
Stock /8 — 78
Debtors 2,582 — 2,582
Cash 13,876 — 13,876
Creditors 14,875] — (4,875
12,714 4272 13,136
Goodwill P75
Consideration 14,111
£000
Satisfied by:
Cash 12,506
Shares 1,605
14,111
The fair vclue adjustment is the revaluation of property 1o reflect its martket value
The summarised profit and loss accounts of TEAMiclk for the periods inlmediotely prior to
the acquisition by the Group are:
15 monih 13 month
period ended  period ended
30 Jun 31 March
2002 2001
£OOQ £000
Turnover 12,21 3 Q718
Operaling loss {33, 242] (17,728}
Loss before taxation (31,783 (15,343)
Taxation — (<
Loss after taxation (31,783) (15,352)
Minority interest 381 —
Retained loss (31,402 [15,352)




23 Acquisitions

confingea

ukbaring ple

Notes 1o the chsolidofed accounts - by

7

Total recognised gains and losses for the period from 1 July 2002 to 12 july 2002 were
£521,000. Since acquisition TEAMtalk has contributed £980,000 to operating losses
before exceptional items and goodwill amortisation. After exceptional items and goodwill
amortisation it contributed £1,364,000 to operating losses. Tumover for the year was
£2,555,000 and administrative expenses £1,682,000 before gogdwill amortisation
and exceptional items. After excaptional items and goodwill amortisation, administrative
expensas come fo £2,14,000.

During the year TEAMIalk contributed £2,198,000 to the Group's riet operating cash
cutflows, received £34,0C0 in respect of net returns on investments and servicing of
finance, and utilised £43,000 for capital expenditure and receivad £506,000 on
disposal of fixed assets.

49




Notice of annual general meeting

. Notice is hereby given that the second annual general meeting of ukbett
at the Economist Building, 25 St James's Street, London SW1A THA o
2003 at 11.00 am for the transaction of the following ordinary ond

To consider and if approved to pass resolutions 1 to 7 as ordinan
resolutions 8 and @ as special resolutions:

Ordinary business 1.

%]

-
L.

To receive approve and adopt the report of the directors and the f
ofthe Company for the financial year ended 31 December 2C0
report of the auditors thereon,

To elect David Annat as ¢ director, who retires pursuant fo
Company's articles of association,

To elect Andrew Galvin as a director, who retires pursuant to
Company's articles of association.

To reelect Sir David Sieff as a director, who retfires pursuant fo
Company's articles of association.

To re-elect DrHons Wagner as a director, wha retires pursuant
Compeny's articles of association.

To appoint KPMG Audit Ple as auditors to the Company to h

ing ple will be held
n Tuesday, & May
special business:

resolutions, and

nancial statements
2 together with the

niticle 108 of the
article 108 of the
article 110 of the
article 110 of the

Id office from the

conclusion of the meeting until the conclusion of the next annugl general meeting

and to autharise the directors 1o fix their remuneration.
That

[} the directors be and are hersby generally and uncondition

ally authorised for

the purposes of Section 80 of the Companies Act 1985 {"The Act”} to allot
relevant securities (as defined in Section 80{2} of the Act} of the Company up

o an aggregate nominal value of £157,945.19
commencing on the date of the passing of this resolution o
date of the next annual genercl meeting of the Compony
Company may make ct any time prior fo the expiry of such
or agreement which would or might require relevant
Company to be clloted after the expiry of such authority an

during the vear
nd expiring on the
provided that fhe
authorily any offer
securifies of the
d the directors may

allot relevant securities in pursuance of such offer or agreement as if the

authority hereby conferred had not expired, and

{it  all previous authorisations given by the Company in g
otherwise pursuant to Section 80 of the Actbe and are her
extent not previcusly exercised.

sneral meeting or
eby revoked to the




Special business

Nofice of annual general meeting

8. That, subject to the passing of the previous resolution, the dirs
hereby empowered pursuant fo Seciion 95({1} of the Actto allot 6
defined in Section 94(2) of the Act} of the Company within the fe
set out in the previous resolution above as if Secticn 89{1} of the A
such allotment provided that such power be limited to:

(il the allotment of equity securities in connection with a right
fhe holders of orainary shares in proportion las nearly d
respective haldings of such shares subject only to such ¢
arrangements as the directors moy consider expedient fo d
enfiflements or legal or practical considerations arising und
ferritory or the requirements of any regulatory body, and

lil  the allotment [otherwise than pursuant to paragraph (i) o
equity securities up to an aggregate nominal volue of £

and shall expire on the earlier of the date falling 15 months after
resolution and the date of the next annual general meeting of the
the directors may befare such expiry make an offer or ogreeme
might require equity securities to be allotied aker such expiry ang
alfot equity securities pursuant fo such offer or agreement as if the
hereby had not expired.

Q. That the Company be and is hereby granted general and unco
[pursuantto Section 166 of the Act} to make market purchases [as
163 of the Act) of up to in aggregate 10 per cent. of its own ord
each in the capital of the Company {"ordinary shares”) provide

[} the maximum price which may be paid for an ordinary s
equcl to not more than 5 per cent. above the average of
quotations for the ordinary shares taken from the loncon S
Daily Official List for the ten business doys before the
purchase is made exclusive of expenses payable by the ¢

fi}  the minimum price which may be poid for on erdinary sh

=ctors be and are
quity securities (as
ms of the authority
ctdid not opply to

s issue in favour of
s may be) io their
xclusions or other
eal with fractional
fer the laws of any

this resolution) of

67,0451

the passing of this
lompany save that
nt which would or
the directors may
» power conferred

nditional authority
defined in Section
inary shares of 1p

] that:

nare is an amount
the middle market
ock Exchange plc
day on which the
Company;

areis 1p, and

il the authority conferred by this resolution shall expire on the conclusion of the

next annual general meeting of the Company held after

resolution, or © May 2004 [whichever shall first occur
Company may, before such expiry, enter into a contract for
own shares which would or may require 1o be compl
wholly or partly after the expiration of this authority as if
had not expired.

BY ORDER OF THE BOARD
Christina Kennedy

Secretary
2 April 2003

Please refer to the Notes shown on page 52

he passing of this
, except that the
the purchase of its
eted or executed
the said authority

Registered Office:

4 Waterloo Place

London SW1Y 4AR

Registered in England No: 41345C1

Jklcnq pff_*



Notice of annual general meeting

Notes 1. Any member enfitled to altend and vote af the annual general meeting convened by this nofice
may appoinf one or more proxies to attend and, on o pall, lovole instead Ibf him. A proxy need
not be a member of the Company. :

2. Toappointa proxy, the form enclosed with this nofice should be completed and deposited af
the of{i)ces of the Compuany’s registrars not less than 48 hours before the meeling time of the
anrual general meeting specified above. :

3. Pursuantto regulation 41 of the Uncertificated Securities Regulations 2001, members will be
enfifled to attend and to vole at the meeting it they are registered an the Company’s register of
members 48 hours before the fime appointed for the meeting or any adjournment o?i!.

4. Copies of all the Adicles of Association, together with direclors’ senvice contracls or
memoranda of the terms thereof [other than contracts expiring or determinable by the
employing company without compensation within one year] cmc? the register of interests of
directors {and their families) in shares of the Company kept in accordance with section 325 of
the Companies Act 1985 will be avallable for inspection at the registered office of the
Company during usual business hours on any weekday (Saturdays r#nd public holidoys
excluded) from the date of this notice unfil the date of the annual generalimeeting and will be
available for inspection atthe place of the annual general meeting for atleast 15 minutes prior
to and during the meeting.




Form of proxy

For use by ardinory shareholders at ?l‘:e 2003 annual general meefing of ukbeliing ple.

L/ We fname in BLOCK CAPITALS] ... oot

of {address)
being (a} memberls] of ukbetting plc hereby appoint the Chairman of the meeting or [se

a5 iy /ous prowy 1o act for me /vs on my Sour behclf ol the anmual general mesting of the
Tuesday, 6 May 2003 at 11.00 am and at any adjournment or postponement thereof,
agoinst the resclutions and/'or abstain from vofing in respect of the ordinary shares in the
the Company registered in my/our namels) Isee note 2).

Number of resalulion as set out in the nofice of meeling

Company tobe held on
and to vote for and /o
issued share capital of

ORDINARY RESOLUTIONS For Against Abstain
1. To receive the report and accounts
2. Toelect Dovid Annat
3. Toelect Andrew Galvin
4. To reelect Sir David Sieff
5. To reelect Dr Hons Wagner
6. To appoint KPMG Audit Ple
7. Authority 1o aflot shares
SPECIAL RESOLUTIONS
8. Subject o 7 above, authority to allot shares
pursuant 1o section 5{1) of the Act
G, Authorily 1o buy back shares
SIGNAIIE .o e e O e 2003.

[see nole 3}

Shareholders are entiled to appoint one or more proxies [who need nol be an ordin
Company] to altend, speak and vote in place of that ordinary sharehelder ot the annug

Notes:

1. Anordinary shareholder may insert the name of @ prosy or the names of iwo alternative proxies of
choice inthe space provided, with orwithout delefing “the Cheirman of the meeting”. The person
on the farm of proxy and has not been deleted will be entitled to act as proxy to the exclusion of th
Any alteration, deletion or correction made in the form of proxy must be initiclled by the signat
An ardinary shareholder's instructions 1o the proxy must be indicated in the cppropriate space p
with the above will be deemed 10 authorise the proxy to vole or to abstain from voling at the ann

proxy deems fit in respect of all the votes exercisable by the ordinary shareholder or'by his prox
discietion in relation fo any other business arising at the meeting tinc|uding any resolufion o amen
the meeting].

This form ol proxy must be signed by the appaintor or his attorney duly autherised in writing. It the

this form of proxy shauld be signed on its befo\f by an atamey or duly autharised officer or execute
jmint holders the signature of any one of them will suffice, but the names of all joint holders shon
The completion ond lodging of this fam will nat prectude the relevant ardinary shoreholder |
general meeting and speaking and voting in parson thereat to the exclusion of any proxy appein
such ordinary shershslder wish to do 2.

Faims of proxy with the power of a“omey or other authority [if anyt under which it is signed, or o

the power of cutharizy must be received by the Compary's registrars, ot *he address overleal, nof
the time fixed for the meeting

ary shareholder of the
| general meeling.

he ordinary shareholder’s
whose name appers first
ose whose names follow
IY/iES.
ovided. Failure to comply
al general meeling as the
T%e proxy will act at his
§ aresoluiion o1 o adjourn

HppoIntor is o carporation
osadeed, Inthe case of

Id be stated.

om attending the annual

ed in terms héreof, should

otarially certified copy of
less than 48 kours before

]
(a2
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