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Pretel Group Lanntd
Directors report and consohdated financial statements
Ior the vear ended 31 December 2006

Directors’ report

The directors present their annual 1eport and the audited financial statements for the vear ended 31 December 2006
Principal activities

The pimcipal activity of the group s the management and operation of hospital bedside terminal business and
managed payvphone operations in the healthcare sector

Business review

Fhe group 1s one of three remaining licensees providing Bedside Entertainment Svstems to acute NHS hospials
addition the group provides payphones and has developed new bedside phone umits and new bedside phone and v
units called Easitalk and Easiview respectively

Businesy Review
e gioup s loss before interest and tasation 1s £1 674 999 (2003 £3 736 848)

By the end of the vear the group had installed 1 200 Easitalk unns (2003 360} with turther roll out of both Easualk
and Easiview evpected in 2007 The majority of the gioup s business to date 15 derived trom the Patient Power
licensed bedside terminal whete the gtoup has 3,400 units (2005 4,400 wmus) mstalled in England

The group uses a numbet of KPI s covering its business performance hey ones being

Revenue Revenue per terminal per day broken down into type of revenue stream  Total 1evenues per ternunal pei
dayv have continued to develop durig the vear as they attain matut ity

Costs Costs per termunal pet day chieflv covering site staff costs maintenance costs and ditect costs of sales [he
group has taken active steps 10 reduce the costs of staff on sites during the year and to uightly contiol other costs

Customers Customer sausfaction survevs which are nstalled on us bedside terminals are monitored by
management Completed sut veys consistently show that pauents find the systems beneficial to their stay in hospital

Principal Risks and Uncertainties

The group s activities are largely supplying services to Patients within NHS hospttals, theiwr friends and tamily s The
aioup 15 therefore affected by government policy in respect ot heaithcare provision and funding

The gioup was party to an vestigation by Ofcom mto the charging practices for calls made to patients at then
bedsides Foflowing the conclusion of this mvestigation the group as taken an active part in and supported the NHS
i a full review of the services offered under the Patient Power Programme

Outlook

{115 expected that the majonty of the growth of the group in the near future will come from mstallation of the smaller
Easitalk and Easiview units

Disvdends
I'he directors do not recommend the pavment of a dividend (2005 £N4)
Ditectors

The dnectors who served duting the vear and subsequently were as follows

P Downes {tesigned 14 November 2006)
T Weil

D Grace

D Snuth (1esigned 14 November 2006)

C Robinson (appointed 14 November 2006)
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Directors’ report (contnued;

Disclosure of mformation to auditors

The drectois who held office at the date of approval of this directors report confirm that so far as they are each
awaie there 1s no relevant audit nformation 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 anv relevant audit
information and to estabhish that the company s auditors are aware of that information

Auditors

In accotdance with Section 385 of the Companies Act 1984 a resolution for the re-appomntment of KPMG LLP as
auditors of the company 1s to be proposed at the forthcoming annual general meeting

Approved by the board of ditectors on |5 October 2007 and signed on 1ts behalt by

T Wel Bretby Busmess Park
Durector Ashby Road
Burton on Trent

Stafts

DEI50YZ

[
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Statement of directors’ responsibilities in respect of the Directors’ Report and the
financial statements

The duectors are responsible for preparing the Directors Report and the financial statements in accordance with
apphcable law and regulations

Company law requires the directors 1o prepare financial statements for each financial vear Under that law they have
elected 10 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 1o give a irue and fair view of the state of affans of the company and of
the piofit or loss of the company for that period

In prepaning these financial statements the directors are required to
e select suitable accounung policies and then apply them consistently
= make judgments and estimates that are reasonable and prudent

¢ siate whether applicable UK Accounting Standards have been followed subject to any material departuies
disclosed and explained i the financial statemems and

s prepare the financial statements on the going concern basis unless 1t 1s inappropriate to presume that the
company will continue in business

The directors are responsible for heeping proper accountuing records that disclose with reasonable accuracy at any
nme the financtal position of the company and enable them to ensure that s financial statements comply with the
Companies Act 1985  They have general responsibility for taking such steps as are teasonably open to them to
safeguard the assets of the company and to prevent and detect haud and other irregulainues




KPMG LLP

2 Cornwall Street
Birmingham

B3 2DL

United Kingdom

Independent auditors’ report to the members of Pretel Group Limited

We have audited the financial statements of Pretel Group Limited for the vear ended 31 December 2006
which comprise the consohdated profit and loss account, the consolidated and company balance sheets the
consolidated cash flow statement the consolidated and company reconcthations of movements n equity
shateholders deficit and the related notes These financial statements have been prepared under the
accounting policies set out therein

This 1eport 1s made solely to the company’s members, as a body n accordance with Section 233 of the
Companies Act 1985  Our audit work has been undertaken so that we might state to the company’s
members those matters we are required to state to them 1n an auditor s report and for no other puipose  To
the tullest extent permitted by law we do not accept or assume responsibility to anyone other than the
company and the company s members as a body, for our audit work for this report or for the opinions we
have formed

Respective responsibilities of directors and auditors

The dnectots 1esponsibilities for preparing the financial statements i accordance with applicable law and
UK Accounting Standards (UK Generally Accepted Accounting Practice) aie set out m the Statement of
Directors Responsibilities on page 3

Our tesponsibility s to audit the financial statements 1n accordance with relevant legal and regulatory
iequitements and International Standards on Auditing (UK and [reland)

We 1epott 1o vou out opinon as to whether the financtal statements give a true and fan view and are
propetly piepared (n accordance with the Companies Act 1985  We also report to you 1f n our opinion,
the Duectors Report 1s not consistent with the financtal statements, 1f the company has not hept proper
accounting 1ecords 1f we have not recerved all the information and explanations we require for our audit
ot 1f intormation specified by law regarding duectors’ remuneration and other transactions 1s not disclosed

We read the Dnectots Report and consider the implications for our report if we become aware of any
apparent nisstatements within 1t

Basis of audit opinion

We conducted out audit in accordance with International Standards on Auditing (UK and Ireland) 1ssued
by the Auditing Practices Board An audit includes exammation on a test basis of evidence 1elevant to
the amounts and disclosures i the financial statements It also includes an assessment of the significant
estunates and judements made by the directors in the preparation of the financial statements and of
whether the accounting policies are appropriate to the company s circumstances cenststently applied and
adequately disclosed

We ptanned and performed ow audit so as to obtain all the information and explanatuens which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
financial statements are fiee from material misstatement whether caused by fraud or other irregulanty or
eiror In forming our opinion we also evaluated the overall adequacy of the presentation of information n
the financial statements




Independent auditors’ report to the members of Pretel Group Limited
(continued)

Opinion

In our opinion

* the finanwal statements give a tiue and far view 1n accordance with UK Generally Accepted
Accounting Pracuice of the state of the group s and parent company s atfairs as at 31 December 2006
and of 1ts loss for the vear then ended

» the financial statemenis have been properly prepared 1in accordance with the Compames Act 1985 and

» the infoimation given 1n the Duectors Report 1s consistent with the financial statements

VnG LLf

KPMG LLP 15 October 2007
Chentered Accountants
Regesiered Luditor




Consolidated profit and loss account
Sor the vear ended 31 Decentber 2006

Turnover
Cost of sales

Gross pmofit

Adnunistrative cxpenses

Operating loss

Nt interest pavable

Loss on ordmary activities before taxation

[ax on loss on ordinany activities

L.oss for the financial vear

A statement of movements on 1ese1ves 15 given i note 18

Note

18

Pretel Group Limited
Directors report and consohdated financial statements

2006
f

5.677.936
(1,626.669)

4.051,267

(5.726,260)

(1.674.999)

(1.979,141)

(3.654.140)

(303

(3.654.443)

I'he resulis set out above for the current and preceding year relate to continuing operations

For the sear ended 31 December 2006

2003
£

4168 033
(2327 180)

I 810 853

(3577701

(3 736 B48)

(980 231}

(4 717 079)

(4 717 079)

Mhete were no material diffeiences between the 1results as stated above and the results as stated on an historical cost

basis

There were no recogmised gains or losses in tespect of the vear or prior year other than the results stated above




Consohdated balance sheet
as ot 31 December 20006

Note
Fined assets
Goodwill S
Langible assets 9
Current assets
Stochs v
Debims 12
Cash at bank and 10 hand
Creditors amounts falling due withm one year i3
Net current (habilities)assets
I otal nssets less current hatahities
Creditmns  amounts lalhng due after more than 14
one vedt
Net habilities
Capital and resersves
Called up share capital {7
Share premium account 18
Profitand loss account 18

Equity shareholders™ deficat

2006
£ £
1.524,016
9.506.320
11.030.336
83,993
722,322
582.669
1,388,984
(2.820,387)
(1.431,403)
9,598,933
(19.406,798)
(9.807.865)
6.403
308,847
(10,123.115)
(9.807.865)

Pretel Group Limited
Directors report and consolidated financial statements
For the vear ended 31 December 2006

2005

37003
2566972
3 794 496

6398 471

(5 362 138)

L

1612653
9161210

10 773 863

1036333

11 810 196

(17 978 242)

(6 168 0406)

6256
204 370
(6168 672)

(6 168 046)

These financial statements were apptoved by the boaird of drectors on 15 October 2007 and were signed on 1its

behalt by

T Well
Dnecton




Company balance sheet
iy at 31 December 2006

Noie

Fived assets
Invesunents in

Current assets

Debios i2
Cash

Creditors amounts falling duc witho ene vear
Net current assets

Total assets tess current habihties

Creditors amounis ialling due alter more
than one vear

Net habilities

Capital and teserves

Called up share capital 17
Share premium account 18
Profit and loss account 18

Equitsy shareholders® deficit

Pretet Group Limated

Directors report and consoldated financial statoments
For the vear ended 31 December 2006

2006
£ %
1.002.468
9,558,704
98
9,558,802
9,558,802
10,561,270
(12,587,644)
(2.026,374)
6.403
308,847
(2.341.624)
(2,026.374)

2003
£ L
1 002 468
10 699 323
128
10 699 451
(613 342)
10 086 109
11 088 577

(12193 229)

(1 104 652)

6256
294370
(1105278

(1 104 652)

These financial statements were approved by the board of directors on 15 October 2007 and were signed on 1is

behalf by

T Weil
Diurecton




Consolidated cash flow statement
for the vear ended 31 December 2006

Net cash outflow from operating activities

Returns on investments and servicing of finance
Interest clement of tinance lease rental pavments
Bank interest

Net cash outflow from returns on investments
and servieng of finance

Capital expenditure and finaneial investment
Pavimenis to acquite tangible fined assets
Proceeds trom the sale of tangible fined assets

Net cash outflow from capital expenditure and financial
mvestment

Net cash outflow before financing

Financing
lIssue of preference share capital
Drawdown of shaticholders loans
Repavment of sharcholder loans
[ssue of ordmary share capital
Drawdown of new finance leases
Capital clement ot [inanee lease rental pavinents
Repavment ot other Toans

Net cash (outflow ) inflow from financing acti ities

{Decrease)/increase in cash

Pretel Group Limuted
Directors report and consolidated financial statements
For the vear ended 31 December 2006

Note 2006 2005
£ £ t £
22 (96,578) (1463 474)
(1.199,808) (200 339)
80,628 48 348
(1.119,180) (151 991)
(1,701,738) (9 404 985)
. 2100
(1,701,738) (9 402 885)
(2,917.496) (11018 350)
1,175,000 -
- 8 600 060
(2,500,000} -
9,749 .
1,442,035 5604 793
(377,406) -
(17,386) (18 964)
(268.008) 14 185 829
22 (3.185.504) 3167479




Reconciliation of movements in equity shareholders’ deficit
Jor theyeur ended 31 Decenber 2006

Issue of equity share capital
LLoss tor the financial vear

Net increase in shareholders™ deficit for
the vear

Sharcholders defict at beginning of vear

Shareholders’ deficit at end of year

2006
£

14.624
(3.654.443)

(3,639,819}

{6.168,046)

(9.807.865)

Group
2003
£

(4 717 079)

(4 717 079)

(1450 967)

(6 168 046)

Pretel Group Linuited

Directors report and consolidated financial statements
For the vear ended 31 December 2006

2006
£

14,624
(936.346)

(921.722)

(1,104.652)

(2.026,374)

Company
2005
t

(828 358)

(828 358)

(276 294)

(1 104 632)




Pretel Group Linted
Dhirectors report and consolidated financial statements
For the vear ended 31 December 2006

Notes

{(fornmng part of the financial stetements)

1 Accounting pohceies
The tfollowing accounting policies have been apphed consistently in dealing with atems which are considered
matena! in 1elavion to the financial statements

The company has adopted FRS 20  Share based payment in the year This had had no impact on the financial
statements i the current or preceding vear

Basis of preparation

The financial statements have been prepared under the histotical cost convention and n accordance with apphicable
Accounting Standards

Consolidution

The group financial statements ncorporate the results of the company and all of 1ts subsidiary undertahings from the
eftective date of acquisiion

As petmutted by $230(4) of the Companies Act 1985 no profit and loss account is presented for the parent company
Guoodwill

Goodwil] repiesents the excess of the fair value of consideration given over the fair value ot the identifiable net
assets acquned 1t 1s written off over the expected useful economic hife of the benefits it confers

Turnover

Turnover represents the amounts 1ecetvable for goods and services supplied to customers
Frved assets

Tangible fixed assets aie stated at cost net of depieciation and any provision for impairment
Depreciation

Depieciation 1s calculated so as to write off the cost of an asset less 1ts estimated residual value on a straight line
basis over the estimated useful economic Life of that asset as follows

Fintutes and fittings - 3-8 years
Motor vehicles - 4 years

Ternunal equipment - 15 years
Plant and machinery - 3-5 yeais
elephone equipment - 10 years

The cost of tangtble fixed assets 1s then purchase price. together with any incidental costs of acquisition

1
Leased ussers
Operating lease costs are charged ditectly to the profit and loss account

Fmance leaves

Leasing attangements which transfer to the company substantially alt the benefits and nisks of ownership of an asset
are ueated as 1f the asset had been purchased outright  The assets are included n fixed assets and the capital elememt
of the leasing commitments 1s shown as obhgations under finance leases Assets held under finance leases are
depreciated over the shorter of the lease terms and the useful ives of the equivalent owned asset

Stochs

Stocks are valued at the lower of cost and net realisable value after making due allowance for obsolete and slow
moving iems
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Notes (contnued)

1 Accounting policies (continued)
Tuvanon

The chaige for taxation s based on the result for the year and takes tnto account taxation deterred because of tming
differences between the treatment of certain items for taxanon and accounting purposes Defeirred taxation 1s
recognised without discounting in respect of all tnming differences between the treatment of certam items for taxation
and accounting purposes which have arisen but not reversed by the balance sheet date except as otherwise required
by FRS 19 Defeired tas

Research aid development

Research and development expenditure ts written off in the period in which it 15 incurred

Pensions

Contiibutions to defined contnibution schemes are charged to the profit and loss account as incurred
Classificanron of financial mstraments isued by the compam

Financial mstruments issued by the company are tieated as equity (1e forming part of the shareholders™ funds) only to
the extent that they meet the following two conditions

a) They include no contiactual obligations upon the company to deliver cash o1 other financial assets or to exchange
financial assets or financial habilities with another party under conditions that are potentiaily unfavourable to the
company and

b) where the mstrement will or may be settled in the company s own equity insttuments 1t 1s either a non-derivative
that includes no obhgation to deliver a variable number of the company s own equity instruments or 15 a derivalive
that will be settled by the company eschanging a fined amount of cash or other financial assets for a fived number of
1ts equity instruments

Finance payments associated with financial habiliies are dealt with as part of interest pavable and similar charges

2 Operating loss
2006 2003
£ t
Operuting loss s stated
after hewguig
Amortisation ol goodwill 88,617 B8 633
Depreaiation of tangible fised asseis
Owaned 213,678 109 544
I cased 1,142,950 692 028
Imparrment ol tangible fined assets - 145247
Other opuratmg leases
Vehicles 14.347 20 643
Plant and equipment - 429
Iees pavable 1o the company ~ audiors
Audit of these tinancal siatements 8.550 5 000
Audit ol the company s subsidiaries pursuant to legiskation 32.450 31300
laxation advison sermvices 16,500 15 500
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Notes (contred)

3 Directors’ remuneration

Aggregate directois temuneration was as follows

2006 2005

£ L

Lmoluments tor services as direclors 304,885 253375
Contributions to money purchase schenus 23.000 23 000
327,885 276 375

Retitement benefits are acciumg to 2 (2005 2) directors under money puirchase pension schemes

The aggregate emoluments of the highest paid director amounted to £188 689 (2005 £/54./28) Payments of
£15 000 (2005 £75 000) were made to money purchase pension schemes 1n 1espect of this diector

4 Staff numbers and costs

The average number of peisons employed by the group (including duectors) duning the year analysed by catcgory
was as follows
Number of employ ees

2006 2005
Admuimistrative 27 10

Management 15
Engincering and customus service 104 32
146 79

The aggiegate payroll costs of these persons were as follows

£ t
Wages and salaries 2,262,450 2178 011
Socidl seeurty costs 212,012 198 361
Othur pension costs 46 865 34 477
2,521,327 2410849
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Notes (commied)

s Netinterest pavable
2006 20035
£ H
Interest receivabic
Bank interest recenable 80.628 48 348
interest pavable
Fivance Charges pavable m respect of finance leases and hire purchase contracts (1.123.453) (200 339)
Minance charge pavable on preference shares (474.795) (229 144)
Interest pav able on sharcholdes loans (461.521) (599 096)
. (2.059.769) (1028 379)
Nelimterest payable (1,979,141} (980 23 )
6 Tax on loss on ordinary activities
Charge for the vear
2006 2003
£ H
UR Corporation tax
Cutredll tanation 303 -
Defurred tavation - -
lax on loss on ondinary activitics 303 -

Fuactors affecting the charge for the vear

The tax assessed for the vea 1s different fiom the standard tate of corporation tax 1n the UK of 30% (20035 30%)

The differences aie explamed below

2006 2003
S £

Loss on ordimary activitics before tnation {3.654.140) (4 717079)
Lax on loss on ordiary activities at 30% (2005 302%) (1,096,242) (1415124
Effects of
Fxpenses not deductible for tax purposes 335,631 485 787
Losses carried forward 855 141 977 339
Capital allow ances 1 oweess of depreciation (58.845) (49 52.4)
Other short term timing differences 3.950 1 502
Profits taxed at less than 30% {332) -
Refease of non-taxable provision (39,000
T otal current tan charge (see above) 303 -
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Notes (contned)

6 Tax on loss on ordinary actisities fcontinued)
Factors affecting future tax charges

The group has an unrecogmsed deferred taxation asset which 1if utihsed would reduce the tax chaige in future perods
(see note 16)

It has been announced that the corporation tax rate applicable to the company 1s expected to change from 30% to
28% from 1 April 2008 The deferred tax liability has been calculated at 50% 1n accordance with FRS 19 Any
uming differences which reverse before 1 Apiil 2008 will be chaiged at 30% any unming differences which exist at |
April 2008 watl reverse at 28% and because of the uncertainty of when the deferred tax habihity will reverse 1t1s not
possible to ealculate the full financial impact of this change

7 Loss for the financial year

The loss alter tax fot the company 15 £936 346 (2005 £828 358)

8 Goodwill
Group

£
Covr
Atbegmmng and end of year 1 772 730
Amtortnatiion
Al beginnimg of sear 160 077
Charged 1 vear B8 637
Atend of vt 248 714
Net hook value .
At 31 December 2006 1.524.016
AL3 | December 2003 16126353

Goodwill atising on the acquisiion of subsidiary undertakings 1s being amorused over 11s useful economic hie of
twenty vears
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For the year ended 31 December 2006

Notes (continued)

9 Tangible fixed assets
Group

Plant and Fintures Mator  Telephone Terminal Total

machinery and vehicles equipment equipment
fittings
£ £ £ £ £ £

Cont
At begmning of year 5239107 2176 987 11 966 241 082 2337086 10226 228
Additions 1050 393 54 481 - - 596 664 1701 738
Atund ot vear 6309 700 2231468 11 966 241 082 3 133750 11927 966
Deprecuation
Al begining of veat 475 956 160 633 1{} 063 103 1359 313203 1 065 018
Charged in vear 382 885 336 847 600 54 509 581787 1 336 628
Atund of vear 838 841 497 480 10663 159 668 894 992 2421 646
Net book value
At 31 December 2006 5,450,859 1.733.988 1.301 81.414 2,238,758 9.506.320
At 31 December 2003 4783131 20163354 1901 135923 2223881 2161210

Finance lease agreements

Included within the net book value of £9 506 320 (2005 £9 161 210) 15 £8 965 638 (2003 £8 390 656} relanng to
assels held under finance lease agreements The depreciauon charged to the financial statements in the vear in
respect of such assets amounted to £1 142 950 (2005 692 (25)
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Notes (contmued)

10 Fived asset investments
Shares i group
undertakings
£
Company
Cost and ner book value
At begannimg and end of year 1,002,468

The companv duectly holds 100% of the allotted ordmary share capial of the following company which 1s registered
n England and Wales

Companv Activity
Prenvier Telesolutions Limited Holding company

{ he company inchrectly holds 100% of'the allotted ordmary shaie capial of the tollowing companies

Company Activitiy
Premier Managed Pavphones Limited Operation of pavphone Easitalh  and  Easiview
business
Premier Managed Services Limited Management and operation of bedside tenmnal
business
Prenuer Entertaiment Lunited Management of a hospital bedside terminal business
Premier Telecom Contracts Lamited Operation of a hospital bedside terminal business
11 Stochs
Group
2006 2003
£ i
Pavphones and pavphone spares 83,993 37003
12 Debtors
2000 2005
Group Company Group Company
£ £ t £
Irade debtors 530,400 - 2189 144 -
Unpad share capital 4.875 +4.875 - -
Amounts owed by subsidary undentahings - 9,553,829 - 10699323
Other dubtors - - 10 6350 -
Prepayments and accrved income 187.047 - 126 342 -
VAL recoverable - - 240 636 -

712322 9.558.704 2366972 10699 323
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Notes (contmued)

13 Creditors amounts falling due within one year
2006 2005

Group Company Group Companv
£ £ £ t
Bank overdralts 3,422 - 30 745 -
Othar loans - - 17 386 -
Obligations arising under finance leases 778,440 - 747932 -
[tade acditors 1.044,774 - | 848 672 -
Other aeditors 6,132 - 6132 -
Cotporalion tax 303 - - .
Other taxaton and social secury 189.110 - 1035027 -
Accruals and deterred mncome 797.200 - 1655924 613 342
2,820,387 - 5362138 613 342

4 Creditors amounts falhing due after more than one year

2006 2003

Group Company Group Company
£ £ £ t
Profuience shares {(see note 17) 10,636,198 10,636,198 2291 442 2291 442
Sharcholder loans - - 9 500 000 9 500 000
Obhigations ansing under finance feases 6,819,154 - 5785013 -
Accruals 1,951 446 1,951,440 401 787 401 787
19,406,798 12,587,644 17978 242 12 193 229

—_———=

Undet the terms and conditions of the finance lease 1f the group default on pavments due under the agreement the
lessor has the right to claim ownership of the entire 1ssued share capital of Premier Telecom Contracts Limited the
group undertakig which holds the lease and all concession agreements with NHS Tiusts

Interest on shareholder loans 1s payable at 10% per annum  Of the balance of £9 300 000 outstanding at 31
December 2005 £2 500 000 was repaid on 17 May 2006 and the remaming £7 000 000 was converted mto
preference shares on 6 September 2006  Cutstanding interest on the balance repaid of £169 756 was also converted
o new preference shares on 6 September 2006

15 Obhigations under finance leases
Group
Obligations ansing under finance leases are repayable as follows
2006 2005
£ £
Amounts falling duc
In less than ane sear 778 440 747 932
In twoto five vears 3,113,760 [ 495 904
In more than five vears 3,705 394 4 289 109
7,597,594 6 332 965




Notes fcommued)

16 Deferred tavation

Pretel Group Limited
Directors repon and consohdated financial staiements
For the vear ended 31 December 2006

At 31 December 2006 the gioup has unrecogmsed deferred taxation assets in respect ot

2006

Group

£

Accelerated caprtal allowances 107,531
Other tnvng dittetences 10,107
Unutilised losses 1,741,057
Difoned ay asset 1.858.695

2005
Company Group Company
£ £ t
- 153 389 -
- 6137 -
44 902 936 33
4 1 064 642 i3

The net potential deferred tavauon assets noted above have not been recogrised in the financial statements as in the
opinion of the directors there 1s not sufficient evidence that it is more likely than not that suntabie taxable profits will
be generated to offser these amounts in those parts of the group to which they 1elate

17 Called up shate capital
Authorised
Lgmn

97 500 A ordmary shares of 1p cach
345345 B ordinan shares o Ipeach
6955 C ordinan shares of Ipcach
Nen-eqrn

12 000 000 preterence shares ot t1 cach

Allotted and called up

Leprun

87 750 A ordinary shares of 1pcach (2003 73 123)
545543 B ordimary shares of 1p each (2005 343 543)
6935 C ordinary shares of 1peach (2003 ¢ 933)
Aon-equn

10 636 198 preterence shares of £1 cach (2005 2 291 142)

Disclosed in the financial statements as

Ordinans share capital
Crediiors amounts lathng due atter more than one »ear (see note B4}

2006 2003

£
975 5
SA5S 54355
T 70
12.000.000 12 400 000
12,006,500 12 006 504
878 731
5455 5455
70 70
10,636 198 2291 442
10,642,601 2297 698
2006 2005
£ t
6.403 6256
10.636.198 2291 442
10,642,601 23297 698
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17 Called up share capital {contyed)
A summary of the movements in share capital in the year is as follows
No of shares Nomnal Consideration
value recened
£000 £ £
A owdmary shares 14625 147 14 624
Preference shares 8 344 756 R 344 756 8 344 736
8339 381 8 344 903 8339 380
“A’ ordinary shares Preference shares
Number Value Number Value
£ £
Allotmeni of shaics on 6 September 2006 - - 7 169 756 7169 756
Allotmen of shares on 21 September 2006 - - 500 00¢ 300 000
Allotment of shares on 30 October 2006 6 500 63 - -
Allotment of shates on 13 November 2006 - - 373 000 375000
Allotment of shates on 15 November 2006 - 300 000 300 000
Allotment of shares on 13 Decemba 2006 8125 ]2 - -
14 623 147 8 344 736 8 344 736

included within the issue ot A ordmary shates which took place on 15 December 2006 ate 8 123 shares issued for
a total considetation of £8 125 of which £3 2350 had been paid 1n full and £4 875 remained cutstanding at the year
end (see note |2}

Non-equm shares
The princtpal nights attached to the £1 preference shares are as follows
Righis 10 dn tdends

The holders of the preference shaies are entitled to an annual dividend at a rate of 10% per annum to 31 December
2008 25% per annum from { January 2009 to 31 December 2009 and 50% per annum thereafter to be paid on the
date of tedemption of the shares

The dividends are cumulative and are payable in priority to the payment of any dividend on the ordimary shares
Vorng 1ights

1he holders of the prefeience shares are entitled to receive notice of and to attend and speak but not vote at all
general meetings of the company  An exception to this 1s that the consent of holders of not less than 75% of the
nonunal value of the preference shares must be obtaned 1n order to

+ pass aesolution reducing the capital of the company or
« pass a resolution for the winding up of the company or

s pass a 1esolution to mahke a distribution out of capial or capial reserves or utthsation of the share premium
account ot

»  pass a resolution to vary the nghts attaching to the preference shares or to 1ssue further shares to rank n priority
ot pari passu with the prefeience shares
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17 Called up share capital (cominned)
Redemption

The company may at any ume having given not less than 7 days and not more than 30 davs nouice redeem the
preference shares at the subsctiption price in tranches of not less than 500 000 prefeience shates  On 1edemption
any artears of dividend will be paid

Equin shares

Except as specificallv stated below the thnee sepaiate classes of shares shall rank pari passu m all respects Per
Financial Reporting Standard No 4 Capurad mstrumenrs  equuty shares that have one vote per share and have no
preferenoal dividend 11ghts no redemption rights and an unlimited right to share 1 a surplus remaining on wind up
do notequire addinonal disclosure  Accordingly the details below have been reported by excepiton

Dn idends

Subject to the pavment of all unpaid peference dividends any piofits that the directors determine o distibute
amongst the equity shareholders shall be made pro raia i relation to the paid up amount on each share

Rights to vote at meenngy of the compam

Every holdet of A B and C oidinary shaies shall have one vote on a show of hands at every meeting of the
company at which he 1s present or has duly elected a representative

The holders of C oidinary shares have undertahen o exercise all voting nghis as directed 1in wniting by the Investor
Duector or if there 15 no Investor Director by sharehelders holding more than 50% of the equity shares

The above summary of 1ights and principle features of each class of share cannot adequately provide the mformatton
necessary to undetstand the commercial effect of the nstruments  Full details are available 1n the articles of
association of Pretel Group Limited which are available to the public and may be obtained from The Regisirar at
Companies House

Winding up

On windmg up o1 other 1etuin of capital assets available for distribution will be apphied in the following otdet
e rewnn of amounts paid up i 1espect of the preference shares including any premium paid

e pavment of anv dividend arrears in 1espect of the preference shares

e pavment of any dividend arrears in 1espect of the ordinary shares

» rewurn of amounts paid up in respect of the ordmary shares including any prenuum pard

o disuibution of the balance pari passu amongst the holders of the ordinary shares
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18 Reserves
Share Profit
premium and loss
account account
£ £
Group
Albcgmning ot vear 294 370 (6468 672)
Issue of shares 14 477 -
[ ass Jor financial vear - (3 634 443)
At end of vear 308.847 (10,123.115)
Company
At beginming of vear 294 370 (1405 278)
[ssuc of shates 14 477 -
Loss for financial vear - (936 346)
At end of vear 308.847 (2,341 624)
19 Pensions

UK defined comtribution scheme

The wioup makes conuiibutions 1o the money purchase pension schemes of the directors of the company and certain
emplovees as desciibed tn note | Conttibutions paid to the scheme n the year amounted to £46 865 (2005
{34477)

At the end of the vear there were contributions outstanding of £30 091 (2005 £13,723)

20 Commitments
Group
Annudl commitments undet opelattng leases in 1espect of vehicles, plant and equipment were
2006 2003
£ t
Cxpinng
Within one vea - 9 194
Within two 1o five vears - 20 090
- 29 284
21 Related party disclosures

The company and 1ts subsidiaries have taken advantage of the exemption under Financial Reporting Standard 8 not
to provide information on related party transactions with other undertakings within the Pretel Group Limited group

There were no other related party transactions in the vear or the preceding vear other than the transactions with
shareholders set out in notes 14 and 17

I~
(28]
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22 Notes to the consohdated cash flow statement

Reconcthation of operating loss to net cash outflow from operating activities

2006 2005
£ £
Opciating loss (1.674.999) (3 736 848)
Goodwill amortisation §8.637 88 635
Depeciation 1,356,628 801372
Impanment ot tangible tived assits - 145 247
(Increase ) docrease in stochs (46,990) 18673
Decrease/(increase) in deblors 1.849.523 {1215041)
{Decivase)incease m aeditors {1,609,377) 2434 286
Net cash anflow/(outflow) from operating activities (96.578) {1 463 474)
Analysis of changes in net funds
20035 Cash flow Non-cash 2006
movomentis
£ L £ £
Cash at bank and 10 hand 3 794 466 (3211 827 - 582,669
Bank overdratts {30 7435) 26323 - (4.422)
3763751 (3 183304 - 378.247
Other loans {17 386) 17 386 - -
Iinance leases (6 532 9653) (1 064 629) - (7.597.594)
Prefaronce shates (2291 442) (1 344 756) {7 000 000) (10.636,198)
Sharcholder loans {9 500 000) 2 300 000 7 000 000 -
(18 341 793) 108 001t - (18,233,792)
(14 578 042) (3 077 503} - (17.655,545)
Reconcihation of net cash flow to movement in net debt
2006 2005
£ i
(Decrcase)inerease 10 cash in the year (3,185.504) J 167479
Cash outfloss/Qtlow) trom decreasc/inerease in financing ' 108,001 (14 185 829)
Change n net debt resultmg rom cash flows {3.077.503) {11 018 330)
Non-cash movements - (928 172)
Movument m net debt in the year (3.077.503) (11 946 322)
Opening net debt (14,578.042) (2631 520)
Closing net debt (17,655,545} (14 378 042}




