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Digital Interactive Studio Centre Limited

Director’s report

The director presents his annual report and the audited financial statements for the year ended
31 December 2005

Activities

The principal actrvity of the company 1s to provide cost-effective digital studio facilities to
broadcasters

Review of developments

The company has continued to provide office and studio facilities to broadcasters of digital
interactive television The director anticipates continuing growth i this market

Results for the period, dividends and transfers to reserves
Profit after taxation for the year was £103,274 (2004 loss of £450,783)
There were no dividends paid 1n the year (2004 £ml)

Future prospects

The future prospects of the company reflect the growing trend 1n the broadcasting industry to
1ncorporate revenue-generating nteractivity within programme content, and planned
developments within the group

Director and his interests

The directors who served during the year, except as noted, are stated on page 1

N MacDonald’s interests in YooMedia ple, the company’s ultimate parent company are shown
n the financial statements of that company The options to subscribe 1n shares are also shown in
those financial statements

Except as disclosed above the director does not have any disclosable interests in the company or
other group companies

Financial risk management

The director considered the risks attached to the company’s financial instruments which
principally compnise operating debtors, operating creditors and loans to and from other group
companies The directors have taken a prudent approach in therr consideration of the vanous
nisks attached to the financial instruments of the company The company’s exposure to price
nsk, credit risk, hquidity nsk and cash flow nisk 1s not material for the assessment of assets,
lLiabilities and the financial statements

The company had no hedged transactions during the year




Digital Interactive Studio Centre Limited

Director’s report
Auditors

Deloitte & Touche LLP have expressed their willingness to continue as auditors and a resolution
to reappomt them will be proposed at the forthcoming Annual General Meeting

Approved and signed by the Sole Director

Director

/;/flGrA 2007




Digital Interactive Studio Centre Limited

Statement of director’s responsibilities

United Kaingdom company law requires the director to prepare financial statements for each
financial year which give a true and fair view of the state of affairs of the company as at the end
of the financial year and of the profit or loss of the company for that peniod  In preparing those
financial statements, the director 1s required to

s select suitable accounting policies and then apply them consistently,
¢ make judgements and estimates that are reasonable and prudent,
= state whether applicable accounting standards have been followed, and

» prepare the financial statements on the going concern basis unless it 15 inappropnate to
presume that the company will continue n busmess

The directors 1s responsible for keeping proper accounting records which disclose with
reasonable accuracy at any time the financial position of the company and to enable him to
ensure that the financial statements comply with the Companies Act 1985 He s also
responsible for the system of mternal control, for safeguarding the assets of the company and
hence for taking reasonable steps for the prevention and detection of fraud and other
rregulanties




Independent auditors’ report to the members of
Digital Interactive Studio Centre Limited

We have audited the financial statements of Digital Interactive Studio Centre Linuted for the year ended
31 December 2005 which compnse the profit and loss account, the balance sheet and the related notes 1
to 18 These financial statements have been prepared under the accounting policies set out theremn

Thas report 1s made solely to the company's members, as a body, m accordance with section 235 of the
Compames Act 1985 Qur audit work has been undertaken so that we mught state to the company's
members those matters we are required to state to them 1n an auditors' repert and for no other purpose

To the fullest extent permutted by law, we do not accept or assume responsibility to anyone other than the
company and the company's members as a body, for our audit work, for this report, or for the opinions
we have formed

Respective responsibihities of director and auditors

As described 1 the statement of director’s responsibilities, the company’s director 1s responsible for the
preparation of the financial statements n accordance with apphcable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

Our responsibality 1 to audut the financial statements n accordance with relevant legal and regulatory
requirements and International Standards on Audrting (UK and Ireland)

We report (o you our opinion as to whether the financial statements give a true and fair view, 1n
accordance with the relevant financial reporting framework, and are properly prepared 1n accordance
with the Compames Act 1985 We also report 1f, m our opinon, the director’s report 18 not consistent
with the financial statements, 1f the company has not kept proper accounting records, 1f we have not
recerved all the information and explanations we require for our audst, or 1f information specified by law
regarding directors’ remuneration and other transactions 15 not disclosed

We read the director’s report for the above year and consider the imphications for our report if we
become aware of any apparent misstatements or matenal inconsistencies with the financial statements

Basis of andit opinion

We conducted our audit 1n accordance with International Standards on Auditing (UK and Ireland) 1ssued
by the Auditing Practices Board An audit inclades examination, on a test basis, of evidence relevant to
the amounts and disclosures in the financial statements It also includes an assessment of the sigmficant
estimates and judgements made by the directors n the preparation of the financial statements, and of
whether the accounting pelicies are appropriate to the company's circumstances, consistently applied and
adequately disclosed

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




Independent auditors’ Rport to the members of
Digital Interactive Studio Centre Limited (continued)

Opmien

In our opimon

¢ the financral statements give a true and fair view, 1n accordance with Unuted Kingdom Generally
Accepted Accounting Practice, of the state of the company's affairs as at 31 December 2005 and of
1ts profit for the year then ended, and

» the financial statements have been properly prepared 1n accordance with the Companies Act 1983

Emphasis of matter - Going Concern

Without qualifying our opmmion, we draw attention to the disclosures made 1n note 1 of the financial
statements concerming the company’s ultimate parent, YooMedia plc and subsidiary compames’, ability
to continue as a going concern The company’s activities form an 1ntegral part of the overall business
activities of the group The group mncurred a net loss of £11 2 mullion dunng the year ended 31 December
2005 and, as of that date, the group had current net habilities of £7 3 mullion These conditions, along
with other matters as set forth in Note 1, indicate the existence of a matenal uncertainty which may cast
signficant doubt about the companies’s abihty to continue as a going concern The financial statements
do not include the adjustments that would result if the company was unable to continue as a going
concern as 1t 1s not practicable to determuine or quantfy them

Deloitte & Touche LLP
Chartered Accountants and Registered Auditors
London

26 /4_ 2007




Digital Interactive Studio Centre Limited

Profit and loss account
Year ended 31 December 2005

Year ended Year ended
31 December 31 December

2005 2004
Notes £ £
Turnover 2 5,638,297 2,906,876
Cost of sales {3,547,634)  (1,632,605)
Gross profit 2,090,663 1,274,271
Administrative expenses (1,868,507  (1,703,414)
Exceptional 1items 4 (102,721) -
Operating profit/(ioss) 4 119,435 (429,143)
Interest payable and similar charges 5 (16,161) (21,640)
Profit/(loss) on ordinary activities before taxation 103,274 (450,783)
Tax on profit/(loss) on ordinary activities 6 - -
Profit/(loss) for the year 103,274 (450,783}
Profit and loss account brought forward (1,774,782  (1,323,999)
Profit and loss account carried forward (1,671,508  (1,774,782)

There are no recogmsed gains or losses for the current period or preceding financial year other than as included 1n the
profit and loss account and therefore no statement of total recognised gamns and losses 1s presented

All turnover and operating profits/(losses) anse from continuing operations




Digital Interactive Studio Centre Limited

Balance sheet

at 31 December 2005
31 December 31 December
2005 2004
Note £ £
Fixed assets
Tangible assets 7 1,590,745 2,069,287

1,590,745 2,069,287
Current assets

Debtors due within one year 8 2,865,282 4,559,221
Debtors due after one year 8 - 164,804
Cash at bank and 1n hand 22,642 1,069,155

2,887,924 5,973,180

Creditors' amounts falling due

within one year 9 (6,146,067) (9,513,878)
Net current habilities (3,258,143) (3,720,698)
Total assets less current habilities (1,667,398) (1,651,411)
Creditors. amounts falling due

after more than one year 11 (4,109} (123,370}
Net Liabilities (1,671,507) (1,774,781
Capital and reserves
Called up share capital 12 1 1
Profit and loss account (1,671,508) (1,774,782)
Total equity sharcholder’s deficit 13 (1,671,507) (1,774,781)

These financial statements were approved by the Board of Directors on% %Q‘\// 2007
Signed on behalf of theBoard of Directors

Dhrector




Digital Interactive Studio Centre Limited

Notes to the accounts
Year ended 31 December 2005

1.  Accounting policies

The financial statements are prepared in accordance with applicable law and United Kingdom accounting
standards The particular accounting polictes adopted, which have been applied consistently throughout the
current period and the prior year, are described below

Going concern

YooMedia plc, the ultimate parent, has confirmed that it will continue to support Digital Interactive Studio
Centre Limuted as a going concern, as the company’s activities form an ntegral part of the overall business of
the Group

During the year ended 31 December 2005, the Group recorded 2 loss of £11 2 million and at 31 December
2005 the Group had net current Liabihises of £7 3 mullion  Net cash outflow from operating activiues in 2005
was £8 3 mullion and during the six months ended 30 June 2006 the Group recorded an unaudited loss of £5 9
mullion and at 30 June 2006 the Group had unaudited net current Labilities of £6 6 mllion and unaudited net
cash outflow from operating activities of £2 1 million

The Directors constder that the acquisition of DITG and TGC and the increase of 1ts shareholding 1n Yoomedia
Dating Group Limited to 100 per cent were significant milestones for the Group The acquisitions have
enabled management to realise sigmficant synergies and cost savings 1n the combined Group and the Group 1s
also implementing the proposals identified by the strategic review carned out 1 2005, these synergies realised
an unaudited operating cost saving of 17 per cent for the six months ended 30 June 2006

As part of their considerations of going concern, the directors have prepared working caputal projections for the
peniod to 30 June 2008 These projections assume growth 1n revenue above historic levels, further cost
reductions and addiional synergy benefits beyond those already actioned following the acquisitions referred to
above The projections, taken together with unaudited management accounts to date, show the Group becoming
EBITDA positive during 2007, as the Group has succeeded to become cash flow positive dunng 2006

The group concluded new banking arrangements and an on demand £2 9m credit facility with Mentor
Marketing and Investments Limited on 21 July 2006, replacing the previous on demand facilities provided by
Lioyds TSB

The directors believe that the actions above, taken mn comjunction with other financing options, including
ongoing restructuring wilk ensure that adequate working capital 1s available to the Group

Consequently, the directors consider that it 1s appropnate to prepare the accounts on the going concern basis
However, 1n common with sitular businesses at this stage of their development, the directors recogtuse that
there will remain a material uncertainty over the Group's ability to realise future profitability and positive cash
flows until the Group has established a track record of profitable trading, cash generation and meeting 1ts
working capital projections

There 15, therefore, matenal uncertamty related to the above events and conditions which may cast sigmficant
doubt on the entity's ability to continue as a gomng concern and 1t may be unable to realize 1ts assets and
discharge 1ts habihities 1n the normal course of business

Accounting convention
The financial statements are prepared under the lustoncal cost convention

The company 1s exempt from the requirement of FRS 1 {revised) to present a cash flow statement because 1t 15
a wholly owned subsidhary of Yoomedia plc which prepares consehidated accounts which are publicly
available




Digital Interactive Studio Centre Limited

Notes to the accounts
Year ended 31 December 2005

1

Accounting policies (continued)

Tangible fixed assets and depreciation
Tangible fixed assets are stated at cost less depreciation

Depreciation 1s provided on cost m equal annual instalments over the estimated useful lives of the assets The
rates of depreciation are as follows

Land & buildings 6 7% per annum

Plant and machinery Between 20% and 66 7% per annum
Fixtures, fittings, tools and equipment Between 20% and 25% per annum
Taxation

Current tax, ncluding UK corporation tax and foreign tax, 15 provided at amounts expected to be paid (or
recovered) using the tax rates and laws that have been enacted or substantively enacted by the balance sheet
date

Deferred taxation 1s provided m full on timumg differences which result from an obligation at the balance sheet
date to pay more tax, or a nght to pay less tax, at a future date, at rates expected to apply when they crystalhise
based on current tax rates and law Tmmng differences anse from the inclusion of items of income and
expenditure 1n taxation computations in periods different from those 1n which they are included n the financial
statements Deferred tax assets are recogmsed to the extent that 1t 1s regarded as more likely than not that they
will be recovered Deferred tax assets and liabilities are not discounted

Leases

Assets obtained under finance leases are capitalised at their fair value on acquisition and depreciated over their
estimated useful ives The finance charges are allocated over the period of the lease m proportion to the
capital element outstanding

Operating lease rentals are charged to income 1n equal annual amounts over the lease term
Pension costs

The company operates a defined contribution pension scheme Contributions payable for the penod are
charged to the profit and loss account

Turnover

Tumnover represents amounts denved from the provision of goods and services which fall within the company's
ordinary activities after deduction of trade discounts and Value Added Tax The tumover and pre-tax profit, all
of which anise 1n the United Kingdom, are attributable to the provision of digital studio facilities to
broadcasters

Year ended Year ended
31 December 31 December

2005 2004

£ £

With third parties 4,856,431 2,315,613
Within the group 781,366 591,263

5,638,297 2,906,876

10




Digital Interactive Studio Centre Limited

Notes to the accounts
Year ended 31 December 2005

3. Information regarding director and employees

Director’s remuneration
Emoluments
Pension contributions

Average number of persons employed (including directors)
Producticn
Admnstration

Staff costs during the period (including directors)
Wages and salanes

Social secunty costs

Pension costs

Year ended Year ended
31 December 31 December
2005 2004

£ £

No No.

21 14

2 2

23 16

£ £

580,700 302,502
50,938 31,783
3,708 2,738
635,346 337,023

The director’s emoluments for services to group companies were paid by Digital Interactive Television Group
Limited, the parent company, and Yoomed:a plc, the company’s ulumate parent, and 1t 15 not considered

practical to allocate this cost to individual group companies

4. Operating profit/(loss)

Operating profit/(loss) 1s after charging
Depreciation

QOwned assets

Leased assets
Auditors remuneration
Rentals under operating leases - other
Inter company adjustments

Trading

Year ended

31 December

2008
£

567,609
188,653

10,000
177,503

102,721

Year ended
31 December
2004

£

298,203
188,654

10,000
123,475

The mter company adjustment relates to sister companies balances aggregated and written off in each Group

company

11




Digital Interactive Studio Centre Limited

Notes to the accounts
Year ended 31 December 2005

5. Interest payable and simular charges

Interest element of finance leases and hire purchase contracts

6. Tax on profit/{loss) on ordinary activities

Factors affecting the tax charge for the year

Profit/(Loss) on ordinary activities before taxation

United Kingdom corporation tax at 30%
Explamed by

Non-deductible expenditure

Caputal allowances in excess of depreciation
Group rehef claimed

Current tax charge for the year

Year ended  Year ended
31 December 31 December
2005 2004
£ £
16,161 21,640
Year ended Year ended
31 December 31 December
2005 2004
4 £
103,274 (450,783)
(30,982) 135,235
(274) (13,686)
(226,939) (121,549
258,195 -

12




Digital Interactive Studio Centre Limited

Notes to the accounts
Year ended 31 December 2005

7. Tangible fixed assets

Cost

At 1 January 2005
Additions

At 31 December 2005

Accumulated depreciation
At 1 January 2005

Charge for the period

At 31 December 2003

Net book value
At 31 December 2005

At 31 December 2004

Included within the net book value of tangible fixed assets 1s £274,910 (year ended 31 December 2004
£526,449), which relates to leased assets held under finance leases

8. Debtors

Amounts falling due within one year

Trade debtors

Amounts owed by group undertakings
Other debtors

Amounts owed by parent company
Prepayments and accrued mcome

Amounts falling due after more than one year:
Other debtors

Fixtures,

fittngs,

Land and  Plant and tools and
buildings machinery equipment Total
£ £ £ £
912,383 2,818,304 115,672 3,846,359
2,100 267,786 7,834 277,720
914,483 3,086,090 123,506 4,124,079
200,923 1,497,832 78,317 1,777,072
60,834 685,173 10,255 756,262
261,757 2,183005 88,572 2,533,334
652,726 903,085 34,934 1,590,745
711,460 1,320,472 37,355 2,069,287
2005 2004
£ £
1,130,620 1,090,174
- 2,909,671
169,045 699

609,560
956,057 558,677
2,865,282 4,559,221
- 164,804

13




Digital Interactive Studio Centre Limited

Notes to the accounts
Year ended 31 December 2005

9. Creditors: amounts falling due within one year

Obligations under finance leases (sce note 14)
Trade creditors
Amounts owed to group undertakings
Parent company
Other taxes and social security
Other creditors
Accruals and deferred income

10. Bankloans and overdrafts

Wholly repayable within five years
Unsecured

Due within one year

2005 2004
£ £

60,376 198,127
4,069,969 3,332,398
1,270,781 5,494,358
197,018 41,185
229,042 .
318,881 447,810
6,146,067 9,513,878
2005 2004

£ £

YooMedia ple, the ultimate parent company of Digital Interactive Studio Centre Limuted, has a revolving credit

facility granted by Lloyds TSB pic involving itself and all 1ts subsidiary companies

11,  Creditors: amounts falling due after more than one year

Obhgations under finance leases (see note 14)
Other creditors

12.  Called up share capital

Authorised’
1,000 ordinary shares of £1 each

Called up, allotted and fully paid
| ordinary shares of £1 each

2005 2004
£ £
4,109 68,041
- 55,329
4,109 123,370
2005 2004
£ £
1,000 1,000




Digital Interactive Studio Centre Limited

Notes to the accounts
Year ended 31 December 2005

13

14.

15.

16.

17.

Reconciliation of movements in equty shareholder’s deficit

Profit/(loss) for the financial year
Net increase 1n equity shareholder’s deficit
Opening equity shareholder’s deficit

Closing equity shareholder’s deficit

Financial lease commitments

Obligations under finance leases and hire purchase contracts
Minimum lease payments due
Within one year
Within two to five years

Operating lease commitments

2005 2004
£ £

103,274 (450,783)

103,274  (450,783)

(1,774,781) (1,323,998)

(1671,507) (1,774,781)

2005 2004

60,376 198,127
4,109 68,041

64,485 266,168

At 31 December 2005, Digatal Interactive Studio Centre Liruted had annval commitments under non-

cancellable operaung leases as set out below

2005 2004
Land and Land and
buildings Other  bwldings Other
£ £ £ £
Leases which expire
Within one year - - - 187
Within two to five years - - - 2,843
More than 5 years 20,520 - 161,040 -
80,520 - 161,040 3,030
Pension

The company provides pension arrangements te all full-time employees through a defined contnbution scheme
The pension cost charge m the period was £3,708 (year ended 31 December 2004 £2,738)

Ultimate parent company

The company’s immediate and ulumate parent and ultimate controlling party i1s YooMedia plc, a company
mncorporated in Great Britain - YooMedia ple 1s the parent of the largest and smallest group of which the
company 1s a member and for which group accounts are drawn up Copies of the group financial statements are
available from Northumberland House, 155-157 Great Portland Street, London, W1W 6QP

15




Digital Interactive Studio Centre Limited

Notes to the accounts
Year ended 31 December 2005

18. Related party transactions

The company has taken advantage of the exemption from related party disclosures available i Financial
Reporting Standard No 8 Related Party Disclosures, as the consolidated financial statements of the ulimate
parent company are publicly available as noted above

16




