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Azzurn Trustees Limited

Directors’ report
For the year ended 30 June 2013

The directors present their annual report and audited financial statements of the company for the year
ended 30 June 2013 The directors’ report has been prepared in accordance with the small companies
regime within part 15 of the Compames Act 2006

Principal activities

The company’s principal activity during the year continues to be that of a trust company for shares in
Warden Holdco Limited

Results and dividends

The result for the year after taxation amounted to £n1l (2012 loss of £46,425) The directors do not
recommend a final dividend for the year (2012 £ml)

The company did not trade during the year Accordingly, a statement of total recognised gains and losses
has not been presented

Refinancing

The group 15 funded by bank loans that are due for repayment in June 2014 During the financial year
ended 30 June 2013, 1t became evident that the level of bank debt held by Warden Holdco Limited was
causing commercial pressure from both customers and suppliers A further consensual restructuring was
agreed between the group and 1ts lenders on 9 October 2013 based on an agreed new 3 year strategic
business plan

As part of the restructuring the seruor lenders agreed to reduce the level of the group’s senior debt to
£25m and to extend the term of the debt until 31 December 2016 The revolving credit faciiity of £4 9m
was also extended to 31 December 2016 In addition, the lenders mtroduced a further £20m of unsecured
loan notes held by Warden Midco Limited

The following changes to the capital structure of the group were also made at the same time to ensure the
ongotng financial stability of the group

e all shares in Azzurn Holdings Limited were acquired by Warden Midco Limited, a new group
company from Warden Holdco Limited in exchange for the 1ssue of one ordinary A share in
Warden Midco Limited,

e all semor lenders entered into an amendment and restatement of the onginal Sentor Facihiues
Agreement 1n order to re-tranche the current facility A and facihity B mito four facilities,

» the semor lenders assign £57 9m of debt to Warden Midco Limited in exchange for the 1ssue of B
ordinary shares 1n Warden Midco Limited to the senior investment parties in proportion to their
debt holding,

* 1n consideration for the payment of a nominal sum by Azzum Capital Limited to Warden Midco
Limited, Warden Midco Limited released Azzurm Capital Limited from 1ts hiabilities under the
£57 9m of debt,

¢ the semor lenders assigned £20m of the debt facility to Warden Midco Limited 1n exchange for
the 1ssue by Warden Midco Limited of £20m of loan notes to the seruor lenders m proportion to
their debt holding Warden Midco Limited subsequently released Azzurm Capital Limited of 1its
liabilities relating to this debt,

e Azzurn Capital Limited removed an inter-company debt payable to Warden Midco Limited and
recogmsed the credit of the same amount to a capital contnbution reserve,

o there are no debt amortisation payments due on the senior debt until September 2014,
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Directors’ report (continued)
For the year ended 30 June 2013

The Group’s debt and credit facility remain subject to certain quarterly covenant tests Further details are
provided within the review of business risks and uncertainties below

Review of business risks and uncertainties

Non-financial nsks are monitored on a regular basis by the board The principal nsks faced by the
business together with how management mitigate these nisks are set out below

Loss of business due to a fall in demand or current economic chimate — the Directors review
prospects and sales forecasts regularly and Azzurn currently maintains a good order book

Loss of business due to poor customer retention — Azzurn places the highest value on 1ts
customer base and puts considerable efforts into continuous improvement 1n 1its after sales
customer care

Loss of suppliers - Azzurm maintains strong relationships with 1ts supphers and actively manages
its supplier base

Loss of competitiveness due to key employee attritton — Azzurr works hard to retamn key
employees through a number of employee itatives

Banking Covenant Tests - the bank loans are subject to certain quarterly covenant tests These
are based upon various ratios which use cash flow, debt service costs, EBITDA (adjusted for
exceptional items) and net debt levels The covenant ratios are applied on a twelve month rolling
penod and the required ratios tighten over time If the Group does not comply with the covenants
then the syndicate of lenders would have the right, but would not be obhged, to demand
immediate repayment of ali amounts owed A key nisk to the business 15 therefore failure to meet
banking covenants As at 30 September 2013, the covenant requirements had been waived by the
relevant syndicate of banks and continued to be waived until the 2013 refinancing had been
completed On 9 October 2013, a consensual restructuning of the group was agreed and the senior
lenders agreed to both reduce the level of debt and to extend the term of the debt until December
2016 The first covenant rano tests relating to the loans refinanced in QOctober 2013 are for the
rolling twelve months to 31 March 2014 and are applied each quarter end thereafter The new
tests are based upon capped levels of capital expenditure and ratios of cashflow to debt service,
interest cover to EBITDA and Net Debt to EBITDA If the Group does not comply with the
covenants then the syndicate of lenders would have the night, but would not be obliged, to
demand immediate repayment of all amounts owed The directors review Group forecasts and
projections and assess whether the Group can operate within 1ts current banking faciliies and
whether all covenant tests wall be met for 12 months from the date of signing of these financial
statements In carrying out this assessment for the next twelve months, the Directors have
identified actions that can be taken 1f trading vanes from forecast and as a result are satsfied that
the Group can operate within 1ts covenants Based on management’s current projections, the level
of headroom will appreciably reduce for the quarterly covenant tests from March 2015 onwards
The directors do not believe that this represents a material uncertainty over the Group’s ability to
operate as a gowg concern and believe that costs can be controlled to ensure adherence to
covenant tests

Change of management provision’ within refinancing agreement - the amendment to the
financing agreement signed in April 2012 includes an additional term whereby the four named
directors of the Group are required to remain employed by the Group unless a change has been
appropnrately approved by the senior lenders, or else a default of the loan terms will have
occurred Should such a default occur, then the syndicate of lenders would have the nght, but
would not be obliged, to demand immediate repayment of all amounts owed The board of
directors have considered this term and the risks of any such director leaving the business The
board of directors have a reasonable expectation, having obtained appropnate representations
from the relevant directors, that this term will not be breached In any case, should one of the
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Directors’ report (continued)
For the year ended 30 June 2013

named directors leave unexpectedly, then the board would take appropriate actions to request
approval from the semor lenders so as not to tngger an act of default A covenant waiver was
obtained from the lenders m relation to the resignation of John Whitehead on 31 December 2012
A simular clause 1s also included within the facihities agreement signed on 9 October 2013

Directors

The directors of the company who were n office during the year and up to the date of signing the
financial statements were

Vim Vithaldas
John Whitehead (resigned 31 December 2012)
Andrew Marshall  (appointed 1 January 2013)

The directors did not enter into any transactions with the group dunng the year

Directors’ indemnities

During the year and up to the date of approval of the directors’ report the group has n place qualifying
thurd party indemnity provisions available for the benefit of the directors of the company

Going concern

The ultimate parent company, Warden Holdco Limited and its subsidianies (the Azzurr Group) were
funded by bank loans of £96 7m that were due for repayment in June 2014 Further to this, the Azzurn
group had access to a workang capital facility of £4 9m, which again was due for renegotiation 1n June
2014

Subsequently, as also detailed 1n the ‘Refinancing’ section of this report, the semor lenders agreed on 9
October 2013 i0 reduce the level of the group’s semor debt to £25m and to extend the term of the debt
until 31 December 2016 The revolving credit facility of £4 9m was also extended to 31 December 2016
In addition, the lenders introduced a further £20m of unsecured and non interest bearing debt held by
Warden Midco Ltd

The bank loans and revolving facility are subject to certain quarterly financial covenant tests and are also
subject to a ‘Change of management provision” Details of these terms and the related risks and
uncertainties are set out within the 'Review of business risks and uncertainties' section of this report If the
Group does not comply with the covenants or breaches the Change of management’ term, then the
syndicate of lenders would have the night, but would not be obliged, to demand immediate repayment of
all amounts owed

The directors have reviewed the Group’s forecasts and projections, including assumpticns around sales,
gross margins and cost levels and the associated cash flows generated, taking into account the current
market conditions and recent trading In carrying out this assessment for the next twelve months, the
Directors have identified actions that can be taken if trading varies from forecast and as a result are
satisfied that the Group can operate within 1ts covenants Based on management’s current projections, the
level of headroom will appreciably reduce for the quarterly covenant tests from March 2015 onwards The
directors do not believe that this represents a matenal uncertamnty over the Group s ability to operate as a
going concern and believe that costs can be controlled to ensure adherence to covenant tests

The directors have also considered the ‘Change of management' provisions which require lender approval
should certain directors no longer be employed by the company (see Refinancing on page 3) Having
obtamned appropnate representations from the relevant directors, the board considers that 1t has a
reasonable level of comfort that the term will not be breached Should one of the named directors leave
unexpectedly, then the board would take appropriate actions to request approval from the semor lenders so
as not to tngger an act of default
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Directors’ report (continued)
For the year ended 30 June 2013

Based on their forecasts and amalysts as set out ubove the directors dare satisfied that the Group and
Company will be able 0 operate withia the level of us facthities and comply with tts covenants tor a
pertod ot at least 12 months trom the signing of these financial staremen Lhe Group therefore continues
to adop: the going concern basts of accounting 1n prepanng the anrual financial statements

Statement of disclosure of information to the auditors

T'he directors at the tune of approving the Directors Report are hsted on page 2 Each of the persons who
13 a director at the date ot this report contirms that

« So far as the director v aware there i no relevant audu mionnation of which the group »
audilors are unaware, and

- Each director has taken abl the steps that he ought to have taken as a director w order to make
hrmself aware of any relevant sudit information and to establish that the group's audstors are aware
of that information

Statement of directors’ responsibilities

The directors are responsible for prepaning the Direvtors Report and the finanual statements in
accordance with applicable law and regulations

Company law requites the directors to prepare tinancial statements for cach financiel year Under that law
the directors have prepared the financial statements m accordance with Umted Kingdom Generally
Accepred Accountmg Practice (United Kingdom Accounung Standards and applicable law)  Under
company law the directers must not approve the financial statements unless they are satsiied that they
give a true and fair view of the state of affawrs of the company and of the profit or loss of the company tor
that vear fn prepanng these financial statements, the directors are required 1o

¢ select suitable accounung, policies and then apply therr consitently

s make judgements and accountsg estimates that are reasonable amd prudent,

e prepate the financial statements on the going concern basis unless 1t 1y mappropriate to presure
that the company will contnue 2 busiaess

The diectors are responsible for keepimg adequaie accounting records that are sutficent to show and
explain the company’s ttansacuions and disclose with reasonable accuracy at any tawc the financial
poston of the company and enable them to ensure that the [inanctal statements coinply with the
Companies Aut 2006 They are also respensible for sateguarding the assets of the contpany and hence for
laking reasanable steps for the prevention and detecuon of fraed and other uregulantes

On behalt of the beard

Ardrew Murviul!
Director
28 November 2013
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Independent Auditors’ Report to the members of

Azzurri Trustees Limited
For the year ended 30 June 2013

We have audited the financial statements of Azzurn Trustees Limited for the year ended 30 June 2013
which compnise the Profit and Loss Account, the Balance Sheet, and the related notes The financial
reporting framework that has been applied in their preparation 1s applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

Respective responsibilities of directors and auditors

As explamned more fully m the statement of directors’ responsibilities set out on page 6 the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and
fair view Our responsibility 1s to audit and express an opinion on the financial statements 1n accordance
with applicable law and International Standards on Auditing (UK and Ireland) Those standards require us
to comply with the Auditing Practices Board s Ethical Standards for Auditors

Thus report, including the opinions, has been prepared for and only for the company’s members as a body
1n accordance with Chapter 3 of Part 16 of the Compames Act 2006 and for no other purpose  We do not,
1n giving these opinions, accept or assume responsibility for any other purpose or to any other person to
whom this report 15 shown or into whose hands 1t may come save where expressly agreed by our prior
consent 1 wnting

Scope of the audit of the financial statements

An audit involves obtaiming evidence about the amounts and disclosures n the financial statements
sufficient to give reasonable assurance that the financial statements are free from matenial misstatement,
whether caused by fraud or error This includes an assessment of whether the accounting policies are
appropriate to the company's circumstances and have been consistently applied and adequately disclosed,
the reasonableness of sigmificant accounting estimates made by the directors, and the overall presentation
of the financial statements In addition, we read all the financial and non-financial information 1n the
anmual report to 1dentify matenal inconsistencies with the audited financial statements If we become
aware of any apparent material misstatements or inconsistencies we consider the implications for our
report

Opinion on financial statements
In our opiion the financial statements

e pive a true and fair view of the state of the company s affairs as at 30 June 2013 and of its result
for the year then ended,

& have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice, and

e have been prepared 1n accordance with the Compames 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 15 consistent wath the financial statements




independent Auditors’ Report to the members of

Azzurri Trustees Limited (continued)
For the year ended 30 June 2013

Matters on which we are required to report by exception

We have pothung to report m respect of the following matters where the Companies Act 2006 requires us
10 report to you if, i our opunton

o adequate accounting records have not been kept, or returns adequate for our audst have not
been received from branches not visited by us, or

e the financial statements are not in agreement with the accounting records and returns, or
e certan disclosures of directors’ remuneration specified by law are not made; or
»  we have not recetved all the mformation and explanations we requure for our audit, or

o the directors were not entstled to prepare financral statements 1 accordance with the small
company regime and take advantage of the small companies’ exemption in prepanng the
Directors’ Report.

Pauime Campbell (Sentor Statutory Auditor)
For and on behaif of PricewaterhouseCoopers LLP
Chartered Accouniants and Statutory Auditors

London
28 November 20013
|




4 Azzurn Trustees Limited

Profit and Loss Account
For the year ended 30 June 2013

Note 2013 2012

£ £

[mpairment of investment - (46,425)
Result/(loss) from continuing operations before taxation - (46,425)
Taxation 4 - -
Result/(loss) for the financial year attributable to the owners - (46,425)

Notes | to L1 are an integral part of these financial statements

The company has no recogmised gains and loss other than those included within the profit and loss

account

There 1s no matenal difference between the result /(loss) on ordinary activities before taxation and the

result / (loss) for the financial years stated above and their hustonical cost equivalents




Azzurn Trustees Limited

Balance Sheet

As at 30 June 2013
Registered Number 04497042

Current assets

Debtors

Creditors: amounts falling due within one year

Net assets
Capital and reserves
Called up share capital

Profit and loss account

Total sharehelders’ funds

Note

2013

55,439

55,439
(47.653)

7,786

1
7,785

7,786

N o

2012

55,439

55,439

(47,653)

The financial statements on pages 9 to 14 were approved by the board of directors on 28 November 2013

and signed on 1ts behalf by

& AJ—

A

Vim Vithaldas
Director

10




Azzurn Trustees Limited

Notes to the financial statements
For the year ended 30 June 2013

Accounting policies
Accounting convention

The financial statements are prepared on a going concern basis, under the historical cost convention and
accordance with the Compames Act 2006 and applicable accounting standards in the United Kingdom
The principal accounting policies, which have been consistently applied throughout the current and
preceding year, are as set out below

The company did not trade during the year There were also no other recogmsed gains and losses for the
current financial year or the preceding financial year Accordingly, a statement of total recogmsed gains
and losses has not been presented

Basis of preparation — Going Concern

The financial statements have been prepared on a going concermn basis The ultimate parent company,
Warden Holdeo Limited and uts subsidianes (the Azzurrt Group) are funded by bank loans and have
access to a working capital facility The bank loans of £96 7m and revolving credit facihty of £4 9m were
guaranteed by the ultimate parent and its subsidianes, mcluding Azzurri Communications Limited and
were due for repayment 1n June 2014

As detailed 1 the ‘Refinancing’ section of this report, the senior lenders agreed on 9 October 2013 to
reduce the level of the group’s senior debt to £25m and to extend the term of the debt until 31 December
2016 The revolving credit facility of £4 9m was also extended to 31 December 2016 In addition, the
lenders intreduced a further £20m of unsecured and non interest bearing debt held by Warden Midceo Ltd

The bank loans and revolving facility are subject to certain quarterly financial covenant tests and are also
subject to a ‘Change of management provision’ Details of these terms and the related nisks and
uncertainties are set out within the ‘Review of business nsks and uncertainties' section of this report 1f the
Group does not comply with the covenants or breaches the Change of management’ term, then the
syndicate of lenders would have the right, but would not be obliged, to demand immediate repayment of
all amounts owed

The directors have reviewed the Group s forecasts and projections, including assumptions around sales,
gross margins and cost levels and the associated cash flows generated, taking 1nto account the current
market conditions and recent trading In carrying out this assessment for the next twelve months, the
Directors have identified actions that can be taken if trading vames from forecast and as a result are
satisfied that the Group can operate within its covenants Based on management’s current projections, the
level of headroom will appreciably reduce for the quarterly covenant tests from March 2015 onwards The
directors do not believe that this represents a matenal uncertainty over the Group's ability to operate as a
going concern and believe that costs can be controlled to ensure adherence to covenant tests

The directors have also considered the 'Change of management’ provisions which require lender approval
should certain directors no longer be employed by the company (see Refinancing on page 3) Hawving
obtained appropnate representations from the relevant directors, the board considers that 1t has reasonable
level of comfort that the term will not be breached Should one of the named directors leave unexpectediy,
then the board would take appropriate actions to request approval from the senior lenders so as not to
trigger an act of default

Based on their forecasts and analysis as set out above, the directors are satisfied that the Group and
Company will be able to operate within the level of 1its facihues and comply with 1ts covenants for a
pertod of at least 12 months from the signing of these financial statements The Group therefore continues
to adopt the going concern basis of accounting in prepanng the annual financial statements

11
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Notes to the financial statements
For the year ended 30 June 2013

1. Accounting policies (continued)

Cash flow statement

The company 1s a wholly-owned subsidiary of Azzum Communications Limited and 1s included within
the consolidated financial statements of Azzurrt Communications Limited, which are publicly available
Consequently, the company has taken advantage of the exemption from prepaning a cash flow statement
under the terins of FRS 1(revised 1996) cash flow statements

2, Loss on ordinary activities before taxation

Auditors’ remuneration 18 borne by Azzum Communication Limited, the parent company, and 1s not
recharged to the company The amount of auditors remuneration applicable to the company 15 £5,000
(2012 £5,000)

3. Directors’ emoluments and employees

The directors are remunerated for their services by other group companies The directors consider that
their services to the company are insigmficant compared with the group and consequently no directors’
remuneration 18 included within these financial statements The average number of staff 1s ml (2012 ml)

4. Tax on result on ordinary activities

The company had no tax charge for the current or prior year There were no recogmised or unrecogmsed
deferred tax assets or habilities as at 30 June 2013 (2012 £ml)

5. Debtors
2013 2012
£ £
Amounts owed by immediate parent undertaking 55,439 55,439
The above amounts attract no interest and are due on demand
6. Creditors: amounts falling due within one year
2013 2012
£ £
Amounts owed to group undertaking 47,653 47,653

The above amounts attract no interest and are repayable on demand

12
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10.

Notes to the financial statements (continued)
For the year ended 30 June 2013

Called up share capital

Allotted and fully paid
2013 2012
£ £
1 (2012 1) ordinary share of £1 each 1 1

Reconciliation of shareholder’s funds and movement on reserves

Called Profit and Total
up loss £
Share account
Capital £
£
At 1 July 2012 and 30 June 2013 1 7,785 7,786

Related parties transactions

The company 18 a wholly owned subsichary of Azzum Communications Limited, for whom publicly
avallable consolidated financial statements are prepared, therefore under FRS 8 Related party
disclosures’ no disclosure of transactions with other members of this group 1s required

Post balance sheet events

Group refinancing

During the financial period ending 30 June 2013, 1t became evident that the level of banks debt held by
Warden Holdco Limited was causing commercial pressure from both customers and suppliers withan the
marketplace A further consensual restructuring was agreed between the group and 1ts lenders on 9
October 2013 based on an agreed new 3 year strategic business plan

As part of the restructunng the semior lenders agreed to reduce the level of the group s semor debt to
£25m and to extend the term of the debt until 31 December 2016 The revolving credit facility of £4 9m
was also extended to 31 December 2016 In addition, the lenders introduced a further £20m of unsecured
and non nterest bearing debt held by Warden Midco Ltd

The following changes to the capital structure of the group were also made at the same time to ensure the
ongomg financial stability of the group

s  all shares in Azzurrt Holdings Limited were acquired by Warden Midco Limuted, a new group
company from Warden Holdco Limited 1n exchange for the 1ssue of one ordinary A share in
Warden Midco Limited

*  all semor lenders entered into an amendment and restatement of the original Senior Facilities
Agreement 1n order to re-tranche the current facility A and facility B into four facilities,

13
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Notes to the financial statements (continued)
For the year ended 30 June 2013

10. Post balance sheet events (continued)

¢  the semor lenders assign £57 9m of debt to Warden Midco Limited 1n exchange for the 1ssue of B
ordinary shares in Warden Midco Limited to the senior investment parties in proportion to their
debt holding,

e 1n consideration for the payment of a nominal sum by Azzurri Capital Limited to Warden Midco
Limited, Warden Midce Limited released Azzurn Capital Limiuted from its liabilities under the
£57 9m of debt

e the semor lenders assigned £20m of the debt facility to Warden Midco Limited in exchange for
the issue by Warden Midco Limited of £20m of loan notes to the senior lenders in proportion to
their debt holding Warden Midco Limited subsequently released Azzurmn Capital Limuted of its
habiliies relating to this debt,

s  Azzurm Capital Limited removed an inter-company debt payable to Warden Midco Limited and
recognised the credst of the same amount to a capital contnbution reserve,

s there are no debt amortisation payments due on the semor debt untif September 2014,

11. Ultimate parent undertaking and controlling party

As at 30" June 2013, the Directors consider that there was no overall controlling party and that the
ultimate parent undertaking was Warden Holdco Limited

The head of the largest group in which the company’s financial statements are consolidated was Warden
Holdco Limited, a company registered in England and Wales Following the refinancing of the Azzum
Group as disclosed 1n the Directors Report, there have been changes to the group structure and the new
ultmate parent undertaking of the Azzurn Group 1s Warden Holdco Limuted There remains no overall
controlling party

The immediate parent company, and head of the smallest group in which the company’s financial
statements are consolidated was Azzurm Communications Limited, a company registered in England and
Wales

The consohidated financial statements of both Warden Holdce Limited, and of Azzurm Communications
Limited, are available to the public and can be obtammed from the registered office of Azzurri Holdings
Limited, Azzurrt House, Walsall Business Park, Walsall Road, Aldridge, W59 ORB
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