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Direct Solutions {GB) Limited
Directors’ report and financial statements

Directors’ Report

The directors present ther report and audited financial statements for the year ended 31 December 2009

Principal activity and review of business

The principal activity of the Company 1s the provision of outsourced services to telecommunications companies
The profit and loss account for the year is set out on page 8

Business review
The company operates primanly in the telecommunications market and looks to add value to our business
partners and customers by delivenng exceptional levels of senice

Our business offers hosting, management and despatch services to our business partner web sites as well as
other web services and outbound sales capability

Our performance

The directors are pleased with the performance of the Company and the financial results for the year ended 31
December 2009 met with expectations

Our strategy

We will continue to drive the growth of the business by working with our existing partners to increase the amount
of sales from existing activities as well as locoking to enter into agreements with new business partners The
business constantly reviews our product and service offering to maxirmise the productivity and growth of our
company

In all areas of our business our performance will be supported by operational excellence and driven by a flat
organisational structure and real accountability at all levels

Our people

During the course of the financial year the business continued to strengthen its management with a number of
internal and external appointments

Qur people have driven the success of the business to date We work hard to create a culture that gives clear
accountability and responsibility and rewards performance We are passionate in our distike of bureaucracy and
constantly work to remove hierarchy Speed of dectsion making 1s cntical to our success

Our growth continues to create opporunities for existing and potential employees Durning the last year our
average employee numbers were 22

We continuously hsten to the views of our people through both informal feedback and more formal
communications We value our ability to hsten to and act on this feedback
Quality management

The business 1s founded on great people delivenng well trained robust processes This produces high customer
satisfaction and thus repeat business We continue to strive to develop leading edge quality management systems
across all of our business activities to maxirmise the opportunity
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Directors’ Report (continued)

Risk management

As the Company has grown, we have developed our policles and processes to accommodate business
expansion We actively seek to identify, mitigate and manage risk at all levels of our business The Board has
ulimate responsibility for nsk management with support from a Risk Management and Internal Audit team

The key areas of nsk to our business are

« Aftracting, retaining and developing quality people We are committed to investing in recruitment retention
and development processes to produce quality staff that can maintain our position in the market place

» Maintenance of strong relationships with key business partners These relationships are monitored and
controlled at the highest level of management in our business

e Development of our information technology infrastructure We continue to invest heavily in our IT to mantain
its effectiveness, integrity and security

Qur Key Performance Indicators measure the four key drivers of our business compliance to process, customer
satisfaction, productivity and employee staff retention Compliance and customer satisfaction are viewed as
compulsory whilst we work hard to maximise productivity and employee retention

Health and safety

We are committed to meeling our health and safety requirements  With ever changing regulation, and the growth
of our business, we have continued to develop and maintain our health and safety monttoring and reporting
systems

Corporate and social responsibility

The Company has an excellent record as a responsible employer and continues to be committed to ail levels of
corporate responsibility This ncludes widespread work supporting our nominated charies, employee activities
and social and regulatory responsibtlity

We donale resource to target 1ssues speaific 10 our industry, such as, the reduction of mobile phone crime and
safe dnving and take the risks associated with adult content senously

The disposal of mobile handsets 1s an increasing environmental issue for the Industry and we are working with our
partners to ensure efficient and responsible disposal and recycling for old phones
Future outlook

The business will significantly increase the investment in our systems and people to ensure sustainability of
growth

We will continue to work with our network and partners to ensure we add maximum value to the busmess whilst
exceeding the expectations of our customers

Dividends

The directors do not recommend the payment of a dvidend (2008 £nif)

Policy and payment of creditors

The Company's policy 1s to agree terms of transactions, including payment terms, with suppliers and provided that
suppliers perform in accordance with the agreed terms, 1t 1s the Company’s normal practice that payment 1s made
accordingly At the year end there was 1 day purchases in trade creditors
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Directors’ Report (continued)

Directors

The directors of the Company at 31 December 2009 and at the date of this report, all of whorn have been directors
for the whole of the period, except where otherwise stated are listed below

PD Dobson
JE Morrnis
BJ Sweeney
TJ Whiting

Directors’ habihties

MobileServ UKCo Limited has indemnified one or more of the Company's directors against lability in respect of
proceedings brought by third parties, subject to the conditions set out in the Comparies Act 2006 Such gualifying
third party indemnity provision was in force duning the year and at the date of approving the directors' report

Employment of disabled persons

The Company I1s an equal opportunity employer and accordingly has a policy of giving full and fair consideration to
applications for employment from Registered Disabled People In cases where disablement occurs whilst in
service, Company policy ts, wherever practicable, to continue employment and to arrange for any necessary re-
training Opportunities for training, career development and promotion apply equally across the group to disabled
and non-disabled employees alike

Employee involvement and participation

The Company's policy i1s to consult and discuss with employees, matters likely to affect employees' interests
Information on matters of concern to employees 1s given through team briefings, internal publications and notice
boards which seek to achieve a common awareness on the part of all employees of the financial and econormic
factors affecting the Company's performance

Disclosure of information to auditors

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

Auditors
Pursuant to a shareholder's resolution, the Cempany 1s not obliged to reappoint its auditors annually and therefore
KPMG LLP will continue in office

This report was approved by the board on 22 Apnl 2010

5 N "(

S Lloyd
Company Secretary

Osprey House

Cre Close

Lymedale Business Park
Newcastle-under-Lyme
ST5 9QD
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Statement of Directors’ Responsibilities in respect of the Directors’ Report and the
Financial Statements

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

Company law requires the directors to prepare financial statements for each financial year Under that law they
have elected to prepare the financial statements in accordance with UK accounting standards and applicable law
(UK Generally Accepted Accounting Practice)

The financial statements are required by law 10 give a true and fair view of the state of affairs of the company and
of the profit or loss for that penod

In preparing these financial statements, the directors are required to

. select surtable accounting pelicies and then apply them consistently,
. make judgements and eshimates that are reasonable and prudent,
. state whether applicable UK accounting standards have been followed, subject to any matenal departures

disclosed and explained in the financial statements, and

. prepare the financial statements on the going concern basis unless it 1s inappropnate to presume that the
company will continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclose with reasonable accuracy at any time the financial positon of the company
and enable them to ensure its financial statements comply with the Companies Act 2006 They have general
respensibility for taking such steps as are reasonably open to them to safeguard the assets of the company and to
prevent and detect fraud and other rregularities
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Independent auditors’ report to the members of Direct Solutions (GB) Limited

We have audited the financial statements of Direct Solutions (GB) Limited for the year ended 31 December 2009 set
out on pages 8 to 16 The financial reporting framework that has been applied in their preparation 1s applhicable law
and UK Accounting Standards (UK Generally Accepted Accounting Practice)

This report is made solely to the company's members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the company's members those
matters we are required to state to them n an auditors' report and for no other purpose To the fullest extent
permutied by law, we do not accept or assume responsibility to anyone other than the company and the company's
members, as a body, for our audit work, for this report, or for the opmions we have formed

Respective responsibilities of directors and auditors

As explained more fully in the Directors' Responsibilities Statement set out on page 5, the directors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and fair view Qur
responstbility 1s to audit the financial statements in accordance with applicable law and International Standards on
Auditing (UK and Ireland) Those standards require us to comply with the Auditing Practices Board's (APB's)
Ethical Standards for Auditors

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements 1s provided on the APB's web-site at
www frc org uk/apb/scope/UKNP

Opmnion on financial statements
In our opinion the financial statements

e give a true and fair view of the state of the company's affairs as at 31 December 2009 and of uts profit for the
year then ended,

e  have been properly prepared i accordance with UK Generally Accepted Accounting Practice, and
e have been prepared in accordance with the requirements of the Companies Act 2006
Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the Directors' Report for the financial year for which the financial statements
are prepared 1s consistent with the financial statements




Independent auditors’ report to the members of Direct Solutions (GB) Limited
(continued)

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to
you 1f, 1n our opinion

e adequate accounting records have not been kept, or returns adequate for our audit have not been recerved from
branches not visited by us, or

. the financial statements are not 1n agreement with the accounting records and returns, or
¢ certain disclosures of directors' remuneration specified by law are not made, or

e we have not received all the information and explanations we require for our audut

PN Meehan (Senior Statutory Auditor) 22 Apnl 2010
for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants
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Profit and Loss Account
for the year ended 31 December 2009

Notes Year Penod

ended 31 ended 31

December December

2009 2008

£ £

Turnover 3,491 314 3,492,381
Cost of sales (1,227,729) {1,104,297)
Gross profit 2,263,585 2,388,084
Administration expenses (1,134,970) (1,278,771)
Operating profit before exceptional costs 1,215,618 1,133,636
Exceptional restructunng costs (87,003) (24,323)
Operating profit 2 1,128,615 1,109,313
Interest recevable and similar income 5 71,863 41,730
Interest payable and similar charges 6 (332) (93)
Profit on ordinary activities before taxation 1,200,146 1,150,950
Tax on profit on ordinary activities 7 (335,456) (327,582)
Profit for the financial year 12 864 690 823,368

The notes on pages 10 to 16 are an integral part of these financial statements
All results for the years shown relate to contthuing operations

The Company has no recognised gains and losses in either the current or preceding years other than those
included n the profit and loss account above, and therefore no separate statement of total recognised gains or
losses has been presented




Direct Solutions (GB) Limited

Directors’ report and financial statements

Balance Sheet
as at 31 December 2009

Current assets
Debtors

Due within one year
Due after more than one year

Cash at bank and in hand

Creditors amounts falling due within one year
Net assets

Share capital and reserves

Called up share capital
Profit and loss account

Equity shareholder’s funds

The notes on pages 10 to 16 are an integral part of these financial statements

The finanoial statements were approved by the Board and signed on its behalf on 22 Apnit 2010 by

TJ Whiting PD Dobson
Director Director

Registered number 4141453

Notes

11
12

13

Year Period
ended 31 ended 31
December December
2009 2008
£ £
1,700,743 1,998,619
037,872 198,619
762,871 1,800,000
754,268 -
2,455,011 1,998,619
(719,512) (1,127,810}
1,735,499 870,809
1 1
1,735,498 870,808
1,735,499 870,809
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Notes to the financial statements
for the year ended 31 December 2009

1

Accounting policies

The prnincipal accounting policies, which have been applied consistently in the current and prior year in
dealing with tems which are considered matenal in relation to the company’s financial statements, are set
out below

Basis of preparation

The financial statements have been prepared in accordance with applicable accounting standards and
under the histonical cost convention

The company's business activities, together with the factors likely to affect tts future development and
position, are set out in the Directors’ Report

The company participates in the group’s centralised treasury arrangements and so shares banking
arrangements with its parent and fellow subsidianes The directors, having assessed the responses of the
directors of the company’s ultimate parent MobileServ UKCo Limited to therr enquines have no reason to
believe that a matenal uncertainty exists that may cast significant doubt about the ability of the MobileServ
UKCo group to continue as a going concern or its ability to continue with the current banking arrangements

On the basis of ther assessment of the company’s financial position and of the enquiries made of the
directors of MobileServ UKCo Limited, the company’s directors have a reascnable expectation that the
company will be able to continue in operational existence for the foreseeable future Thus they continue to
adopt the going concern basis of accounting in prepanng the annual financial statements

The Company has taken advantage of the exemption conferred by s400 of the Companies Act 2006 from
the requirement to prepare group financial statements These financial statements present information
about the Company as an individual undertaking and not about its group

The Company has throughout the year been part of larger groups whose ultimate parent companies are
incorporated in England and Wales and publish their consolidated financial statements Consequently, the
Company is exempt under the terms of FRS 1 Cash Flow Statements from publishing a cash flow
statement

As the Company 1s a wholly owned subsidiary of MobileServ Limited, the Company has taken advantage of
the exemption contained within FRS 8 Related Party Disclosures and has therefore not disclosed
transactions or balances with entities which form part of the group The consolidated financial statements
of MobileServ Limited, within which the Company 1s included, can be obtained from the address given n
note 16

Use of estimates and judgements

The preparation of financial statements requires management to make judgements, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets, llabilities,
income and expense Actual results may differ from these estimates

Estimates and underlying assumptions are reviewed on an ongoing basis  Adjustments to accounting
balances denved from revisions to accounting estimates are recognised in the penod in which the estimate
15 revised and 1n all future periods affected

In particular, wnformation about significant areas of estmation uncertanty and critical judgements in
applying accounting policies that have the most significant effect on the amount recogmsed in the financial
statements are described in the accounting policies for the following areas

» Turnover

10
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Notes to the financial statements (continued)
for the year ended 31 December 2009

1

Accounting policies (continued)
Pension scheme

The Company contnbutes to a group-wide defined contribution pension scheme operated by Phones 4u
Limited The assels of the scheme are held separately from those of the Company in an independently
administered fund Pension costs are accounted for on the basis of contributions payable during the
penod

Dividends

Dwidends unpaid at the balance sheet date are only recognised as a liability at that date to the extent that
they are appropnately authonsed and are no longer at the discretion of the Company Unpaid dvidends
that do not meet these critena are disclosed in the notes to the financial statements

Taxation

The charge for taxation 1s based on the profit for the year and takes into account taxation deferred because
of timing differences between the treatment of certain items for taxation and accounting purposes

Deferred tax 1s recogrnised 1n full in respect of all timing differences that have oniginated but not reversed at
the balance sheet date where transactions or events have occurred at that date that will result in an
obligation to pay more or right to pay less tax

Deferred tax assets are recognised only to the extent that the directors consider that it 1s more likely than
not that there will be sutable taxable profits from which the future reversal of the underlying timing
differences can be deducted

Deferred tax 1s measured on an undiscounted basis at the tax rates that are expected to apply in the
penads n which the tmung differences reverse

Turnover

Turnover represenis the amounts (excluding value added tax), derived from the provision of goods and
services to customers Sale of goods and services 1s recogmised when coniracted Turnover 1s denved
fraom the company's principal activities in the United Kingdom

Operating profit

Year Penod

ended 31 ended 31
December December

2009 2008

£ £

This i1s stated after charging
Exceptional restructunng costs 87,003 24323
Operating lease rentals - plant and machinery 61,325 -
Auditor's remuneration

Audit of these financial statements 5,000 5,000

Amounts recewable by the Company's auditors in respect of services to the Company and its associates,
other than the audits of the Company’s financial statements, have not been disclosed as the information 1s
required mstead to be disclosed on a consolidated basis in the consolidated financial statements of the
Company's ulimate parent, MobileServ UKCo Limited The information 1s also provided in the consolidated
financtal statements of the Company's intermediate parent company, MobileServ Limited

Exceptional tems for the year ended 31 December 2008 totaliing £87,003 represent the costs associated
with the resiructuring and reorgarnisation of the group The tax effect 1s £24,361

11
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Notes to the financial statements (continued)
for the year ended 31 December 2009

3 Directors' remuneration
Year Period
ended 31 ended 31
December December
2009 2008
£ £
Emoluments - 328,926
Company contnbutions to money purchase pension schemes . 6.163
Emoluments - 335,089

T4 Whiting, PD Dobson and JE Morns were directors of other group companies as at the year end and
during their term as director of this company Their awards for the services to the group are disclosed in
the financial statements of the other group companies

All serving directors at the year end benefited from qualifying third party indemnity provisions purchased by
MobileServ UKCo Limited

4 Staff costs

Year Penod

ended 31 ended 31
December December

2009 2008

£ £

Wages and salanes 713,670 736,261
Social secunty costs 50,903 57,227
Other pension costs 3,415 6,163
767,988 799,651

Year Pernicd

ended 31 ended 31
December December

2009 2008
Number Number
Average number of employees during the year
Management and supervision 2 5
Other 20 28
22 33
5 Interest receivable and similar Income

Year Penod

ended 31 ended 31

December December

2009 2008

£ £

On group !oans 70,8998 12,393
Bank interest 865 29,337
71,863 41,730

12
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Notes to the financial statements (continued)
for the year ended 31 December 2009

6

Interest payable and similar charges

Other interest

Taxation

(a) Analysis of profit and loss account charge

Current tax
UK corporation tax charge on profits for the year / penod
Adjustments in respect of prior pernods

Total current tax

Deferred tax
Ongination and reversal of timing differences (note 10)

Total tax charge

Year Penod
ended 31 ended 31
December December
2009 2008
£ £
332 93
Year Penod
ended 31 ended 31
December December
2009 2008
£ £
336,041 328,021
(585) (1,013)
335,456 327,008
- 574
- 574
335,456 327,682

(b) Reconciliation of the expected tax charge at the standard rate to the actual tax charge at the

effective rate

The current tax charge for the year 1s lower than the standard rate of corporation tax (28%) (2008

28 5%) The differences are explained below

Profit on ordinary activities before tax

Current tax at UK standard rate of corporation
tax 28% (2008 28 5%)

Effect of
Adjusiments in respect of prior years

Current tax charge for the year

Year Penod
ended 31 ended 31
December December
2009 2008
£ £
1,200,146 1,150,950
336,041 328,021
(585) {1,013)
335,456 327,008

13
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Notes to the financial statements (continued)
for the year ended 31 December 2009

8 Debtors

Owed by group undertakings
Prepayments and accrued income

31 31
December December
2009 2008

£ £

774,638 1,824,247
926,105 174,372
1,700,743 1,998,619

Debtors include amounts owed to group undertakings of £763,000 (2008 £1,800,000) which are due after

more than one year

9 Creditors amounts falling due within one year

Bank overdraft

Trade creditors

Amounts owed to group undertakings
Corporation tax

Other taxes and social secunty
Accruals and deferred income

3 31
December December
2009 2008

£ £

- 378,836

4,095 34,876
444 961 286,495
136,303 358,550
93,891 34,899
40,262 34,154
719,512 1,127,810

The Company 1s party to unimited multilateral guarantees in respect of the group overdraft facility The
aggregate amount of group borrowing subject to this cross guarantee 15 £303,874,000 (2008

£337,100,000)

10 Deferred taxation

At beginning of year / penod
Charged to the profit and loss account

At end of year / penod

31 31
December December
2009 2008
£ £
- 574
- (574)

14
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Notes to the financial statements (coniinued)

for the year ended 31 December 2009

11 Called up Share Capital
31 31 31 31
December December December December
2009 2009 2008 2008
Number £ Number £
Authonsed
Ordinary shares of £1 each 1,000 1,000 1,000 1,000
2009 2009 2008 2008
Number £ Number £
Allotted, called up and fully paid
Ordinary shares of £1 each 1 1 1 1
12 Profit and loss reserve
3" 31
December December
2009 2008
£ £
At beginming of year / penod 870,808 47,440
Profit for the year / penod 864,690 823,368
At end of year / penod 1,735,498 870,808
13 Reconciliation of movement in shareholder’s funds
31 31
December December
2009 2008
£ £
Profit for the year / penod 864,690 823,368
Net addition to shareholder’'s funds 864,690 823,368
Opening shareholder's funds 870,809 47 441
Closing shareholder's funds 1,735,499 870,809

14 Pension costs

The Company participates in a group-wide defined contnbution pension scheme operated by Phones 4u
Limited The pensions cost for the year represents contnbutions payable by the Company to the scheme
and amounted to £3,000 (2008 £

There were no outstanding contnbutions or prepaid coninbutions at either the beginning or end of the

financial year

15
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Notes to the financial statements (continued)
for the year ended 31 December 2009

15

16

Related party transactions

The Company 1s controlled by Phones 4u Limited, a company registered in England and Wales, through it
holding 100% of the Company’s 1ssued share capital The ulbtmate controiing party 1s MobilleServ UKCo
Limited, a company registered in England and Wales, through iis ability to dominantly influence the
financial and operational policies of the Company

Dunng the penod, all of the Company’s related party transactions were with other Companies within the
MobileServ Limited group Such transactions fall within the exemption claimed in note 1

Ultimate parent undertaking

At the balance sheet date, the directors regard MobileServ UKCo Limited, a company registered in England
and Wales, as the ultimate parent company

The largest group in which the results of the Company are consolidated s that headed by MobileServ
UKCo Limited, incorporated in England and Wales The smallest group into which they are consclidated 1
headed up by MobileServ Limited, a company registered in England and Wales Copies of the ultimate
parent's consolidated financial statements may be obtained from The Company Secretary, MobileServ
UKCo Limited, Osprey House, Ore Close, Lymedale Business Park, Newcastle-under-Lyme, STS 9QD
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