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thebigword Holdings Limited
Dnrectors’ report and consolidated financial statements
31 May 2007

Directors’ report

The directors present thetr annual report and financial statements for the year ended 31 May 2007

Principal activities

The principal activity of the group continues to be the provision of language translation and interpreting services

i

Business review

The Directors are pleased to report a 20% increase n turnover to £14 Im  The operating profit (before the
amortisation of goodwill) was £387,000 (2006 £884,000), although this represents a reduction from the previous
year, investments have been made dunng the year to drnive forward the continued growth of the Group

Business in China

In May 2006, the Group acquired a business in Chuna During the year, this has been developed nto a full service
business, operating out of Beijing and Shanghai, focussed on serving both the fast growing domestic Chinese market
and also on strengthening the Group's relationships with global corporate customers who are also establishing a
presence 1n China China contnbuted revenues of £292,000 to the Group and the Directors expect this to grow
sigmficantly over the next two years

Interpreting Services

Dunng the year the Group extended 1ts service offering to include telephone nterpreting and 1n August 2006 was
awarded a framework contract to supply the UK government Investments were made dunng the year to support the
mplementation of the contract and revenues from the Group’s mterpreting services will grow over the next 12
months

Developing Sales Presence

In April 2007, the Group established an office 1n Dusseldorf, enabling a stronger focus on developing business in
Germany which 1s the single biggest market for language services in Europe  The sales teams 1n the US and Europe
have also been enlarged and the Directors are expecting strong revenue growth from both these regions over the next
12 months

At 31 May 2007, the Group employed 202 people, in China, Europe and the US, an increase of 80 since 31 May
2006 The Directors have made this investment 1n order to support the increase n revenue, and profitability,
expected 1n the next 12 months

Principal Risks and Uncertainties

Although the global translation and interpreting market remains very fragmented, consohidation 1s occurring amongst
the top 20 global players The Directors believe that 1t ts important for the Group to continue to grow 1n size, both
orgamcally and through acquisition Prices m the market are under pressure and the Directors beheve that successful
Language Services businesses need to operate on a global basis and have sufficient cnitical mass to work with global
customers looking to centralise and consohdate their spend on language services

Technology 1n the language services market 1s developing quuckly and the Drrectors beheve that Group wall need to

continue to 1nvest in 1ts technology offenng so that 1t remains competitive in the market

Proposed dividend

The directors do not recommend the payment of a dividend
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Directors’ report (confinued)

Directors

The directors who held office dunng the year were as follows

L.J Gould
C Ball

Charitable donations

The group made donations to chanities totalling £1,260 1n the year (2006 £1,719)

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 1s no relevant audit information of which the Company’s auditors are unaware, and each director has
taken all the steps that he ought to have taken as a director to make himself aware of any relevant audit information
and to establish that the Company’s auditors are aware of that information

Auditors

In accordance with Section 384 of the Companies Act 1985, a resolution for the re-appointment of KPMG LLP as
auditors of the company 1s to be proposed at the forthcoming Annual General Meeting

On behalf of the board
4
Bali Belmont House
rrec(ror 20 Wood Lane
Headingley
Leeds
LS6 2AE

11 February 2008
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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 1n 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 group and parent company financial statements in accordance with UK Accounting Standards
and applicable law (UK Generally Accepted Accounting Practice)

The group and parent company financial statements are required by law to give a true and fair view of the state of
affairs of the group and the parent company and of the profit or loss for that period

In prepaning these financial statements, the directors are required to
m select swtable accounting policies and then apply them consistently,
s make judgments and estimates that are reasonable and prudent,

m state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements, and

w prepare the financial statements on the going concern basis unless it 1s mappropriate to presume that the group
and the parent company will continue 1n business

The directors are responsible for keeping proper accournting records that disclose with reasonable accuracy at any
time the financial position of the parent company and enable them to ensure that 1ts financial statements comply with
the Companies Act 1985 They have general responsibility 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 1rregulanties



1 The Embankment
Neville Street
Leeds

LS1 4DW

Independent auditors’ report to the members of thebigword Holdings Limited

We have audited the group and parent company financial statements (the “*financial statements’”) of thebigword
Heldings Limited for the year ended 31 May 2007 which compnse the Consolidated Profit and Loss Account, the
Consohdated and Company Balance Sheets, the Consohdated Cash Flow Statement, the Reconcihations of
Movements in Sharehelders’ Funds and the related notes These financial statements have been prepared under the
accounting policies set out theremn

This report 1s made solely to the company’s members, as 2 body, in accordance with section 235 of the Compames
Act 1985 Our 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 auditor’s report and for no other purpose To the fullest 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 opimons we have formed

Respective responsibilities of directors and auditors

The directors’ responsibilities for prepanng the Directors” Report and the financial statements i accordance with
applicable law and UK Accounting Standards (UK Generally Accepted Accounting Practice) are set out mn the
Statement of Directors’ Responsibilities on page 2

Our responsibility 1s to audit the financial statements in accordance with relevant legal and regulatory requirements
and International Standards on Auditing (UK and Ireland)

We report to you our opinion as to whether the financial statements give a true and fair view and are properly
prepared 1n accordance with the Companies Act 1985 We also report to you whether in our opimon the information
given in the Directors’ Report 15 consistent with the financial statements

In addition we report to you if, 1n our opinien, the company has not kept proper accounting records, 1f we have not
received all the information and explanations we require for our audit, or 1if information specified by law regarding
directors’ remuneration and other transactions 1s not disclosed

We read the Directors” Report and consider the imphcations for our report 1f we become aware of any apparent
nusstatement within 1t

Basis of audit opinion

We conducted our audit in accordance with Intemational Standards on Auditmg (UK and Ireland) 1ssued by the
Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures 1n the financial statements It also includes an assessment of the significant estimates and judgments
made by the directors in the preparation of the financial statements, and of whether the accounting policies are
appropnate to the group’s and company’s circumstances, consistently apphed 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 matenal misstatement, whether caused by fraud or other 1rregulanty or error  In forming our opmion
we also evaluated the overall adequacy of the presentation of information 1n the financial statements



Independent auditors’ report to the members of thebigword Holdings Limited
{continued)

Opinion
In our opimon
n

the financial statements give a true and fair view, mm accardance with UK Generally Accepted Accounting

Practice, of the state of the group’s and the parent company’s affairs as at 31 May 2007 and of the group’s profit
for the year then ended,

the financial statements have been properly prepared in accordance with the Companies Act 1985, and

m the information given in the Director’s report 15 consistent with the financial statements

Klua LLf
—

KPMG LLP
Chartered Accountants
Registered Auditor

11 February 2008
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Consolidated profit and loss account
Jor the year ended 31 May 2007
Nore 2007 2006
£ £
TFurnover 1 14,095,390 11,752,138
Cost of sales (7,531,369)  (5,526,033)
Gross profit 6,564,021 5,826,015
Administrative expenses (6,176,926) (4,942,058)
Operating profit before amortisation of goodwall 387,095 884,047
Amortisation of goodwill (99,075) (77,919)
Operating profit 288,020 806,128
Interest payable and similar charges 5 (96,007) (83,472)
Profit on disposal of division 6 - 76,825
Profit on ordmary activities before taxation 2-4 192,013 799,481
Tax on profit on ordinary activities 7 {141,682) (264,996)
Retained profit for the year 8 50,331 534,485
There are no recognised gains or losses other than the profit for the financial year stated above
There 1s no difference between the profit disclosed above and the profit under a historical cost basis
In both years trading relates to continuing operations
Reconciliations of movements in shareholders’ funds
Jor the year ended 31 May 2007
Group Company
2007 2006 2007 2006
£ £ £ £
Profit/(loss) for the financial year 50,331 534,485 (29,583) (17,604)
Retamed profit/(loss) 50,331 534,485 {29,583) (17,604)
New share capital subscribed - - - 114,300
Share premiumn on 1ssue of shares - - - 35,700
Net addition to/(reduction 1n} shareholders’ funds 50,331 534 485 (29.,583) 182,396
Opening shareholders’ (deficit)/funds (280,961) (815,446) 182,396 -
Closing shareholders’ (deficit)/funds (230,630) (280,961) 152,813 182,396
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31 May 2007
Consolidated balance sheet
at 31 May 2007
Note 2007 2006
£ £ £ £
Fixed assets
Tangible assets 9 385,497 390,061
Intangible fixed assets i 277,516 207,713
Investments 11 56,375 75,000
719,388 672,774
Current assets
Debtors 12 3,066,596 2,577,303
Cash at bank and 1n hand 40,447 1,234,767
3,107,043 3,771,377
Creditors: amounts falling due within one year 13 (2,953,999) (3,039,143)
Net current assets 153,044 1,037,923
Total assets less current habilities 872,432 1,710,697
Creditors amounts falling due after more
than one year 14 (1,103,062) (1,726,662)
Net habilities (230,630) (280,961}
Capital and reserves
Calied up share capital 16 114,300 114,300
Share premium 17 85,700 85,700
Merger reserve (408,201) (408,201)
Profit and loss account 18 (22,429) (72,760)
Shareholders’ deficit (230,630) (280,961)

ncizl statements were approved by the board of directors on 11 February 2008 and were signed on its behalf by

LJ Gould
Director




Company balance sheet
at 31 May 2007

Fixed assets
Investments

Current assets
Cash at bank and 1n hand

Creditors: amounts falling due within one year

Net current habilities

Total assets less current habilities

Cred:tors: amounts falling due after more
than one year

Net assets

Capital and reserves
Called up share capital
Share premium

Profit and loss account

Shareholders’ funds

LJ Gould
Director

Note

1

13

4

16
17
18

2,630

2,630
(1,174,817)

2007
£

1,700,000

1,700,000

(1,172,187)

527,813

{375,000)

152,813

114,300
85,700
(47,187}

152,813

thebigword Holdings Limited
Directors’ report and consolidated financial statements

2,909

2,909
(770,513)

31 May 2007

2006
£

1,700,000

1,700,000

(767,604)

932,396

(750,000}

182,396

114,300
85,700
(17,604)

182,396

ancial statements were approved by the board of directers on 11 February 2008 and were signed on 1ts behalf by



Consolidated cash flow statement
Jor the year ended 31 May 2007

Net cash (outflow)/mflow from operating activities
Retumns on investments and servicing of finance
UK corporation tax paid

Capital expenditure

Acqmsions and disposals

Financing

(Decrease)/increase in cash

Note

20
21

21
21
21

thebrgword Heldings Limited
Directors’ report and consolidated financial statements

2007
£

(221,260)
(81.911)
(334,000)
(229,241)
(63,358)
(606,240)

31 May 2007

2006
£

1,009,370
(1,572,510)
(27,478)
(197,760}

75,000

1,062,067

(1,536,010)

348,689
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Notes

{fornung part of the financial statements)

1 Accounting policies

Basis of preparation
The financial statcments have been prepared in accordance with apphcable accounting standards and under the
historical cost accounting rules

Basis of consolidation

The consolidated financial statements include the financial statements of the company and 1ts subsidiary
undertakings made up to 31 May 2007 A true and fair overnde has been invoked and the merger method of
accounting has been used 1n the preparation of the group accounts

Under section 230(4) of the Companies Act 1985 the company 1s exempt from the requirement to present 1ts own
profit and loss account

Goodwill and negative goodwill

Purchased goodwill (both positive and negative) ansing on consolidation 1n respect of acqusitions before 1 January
1998, when FRS 10 Goodwill and intangible assets was adopted, was written off to reserves in the year of
acquisition When a subsequent disposal occurs any related goodwiil previously wniten off to reserves 1s written
back through the profit and loss account as part of the profit or loss on disposal

Purchased goodwill (representing the excess of the fair value of the consideration given over the fair value of the
separable net assets acquired) ansimg on conselidation i respect of acquisitions since 1 January 1998 1s capitahsed
Positive goodwall 1s amortised to m] by equal annual instalments over its esumated useful hfe

Purchased goodwill 1s capitalised and amortised over a penod of 3-20 years, as determined by the directors

Fixed assets and depreciation

Depreciation 1s provided by the company to wnte off the cost less residual value of tangible fixed assets by equal
instalments over their estimated useful economic hives as follows

Fixtures and fittings - 20-33% per annum
Motor vehicles - 25% per annum
Investments

Investments held as fixed assets are stated at cost less amounts written off for any permanent diminution 1n value

Foreign currencies

Transactions 1n foreign currencies are recorded using the rate of exchange ruling at the date of the transaction
Monetary assets and habilities denominated m foreign currencies are translated using the contracted rate or the rate
of exchange ruling at the balance sheet date and the gans or losses on translation are meluded 1n the profit and loss
account

Post-retirement benefits

The Company operates a defined contnbution pension scheme The assets of the scheme are held separately from
those of the Company 1n an independently admunistered fund The amount charged to the profit and loss account
represents the contributions payable ta the scheme in respect of the accounting period

10
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Notes (continued)
1 Accounting policies (continued)
Research and development expenditure

Expenditure on research and development 1s written off to the profit and loss account n the year in which 1t 1s
incurred

Taxation

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

Deferred tax 1s recogmsed, without discounting, in respect of all timung differences between the treatment of certain
items for taxation and accounting purposes which have ansen but not reversed by the balance sheet date, except as
otherwise required by FRS 19

Classification of financial instruments issued by the Group

Following the adoption of FRS 25, financial instruments 1ssued by the Group are treated as equity (1 e forming pant
of shareholders’ funds) only to the extent that they meet the following two conditions

a) they include no contractual obligations upon the Company to deliver cash or other financial assets ot to
exchange financial assets or financial hiabihties wath another party under conditions that are potentially
unfavourable to the Company, and

b) where the instrument will or may be settled in the Company’s own equity nstruments, 1t 1s either a non-
denvative that includes no obligation to deliver a vanable number of the Company’s own equity instruments or
1s a denvative that will be settled by the Company’s exchanging a fixed amount of cash or other financial assets
for a fixed number of 1ts own equity instruments

To the extent that this defimtion 1s not met, the proceeds of 1ssue’are classified as a financial hability Where the
instrument so classified takes the legal form of the Company’s own shares, the amounts presented 1n these financial
statements for called up share capital and share premium account exclude amounts mn relation to those shares

Finance payments assoctated with financial habihities are dealt with as part of interest payable and simular charges
Finance payments associated with financial mstruments that are classified as part of shareholders’ funds (see
dividends policy), are dealt with as appropriations 1n the reconcihation of movements in sharcholders’ funds

Share based payments

The share option programme allows employees to acquire shares of the Company The fair value of options granted
15 recogmised as an employee expense with a corresponding increase 1n equity The fair value 1s measured at grant

date and spread over the penod during which the employees become unconditionally entitied to the options The fair
value of the options granted 15 measured using an option pricimg model, taking mto account the terms and conditions
upon which the options were granted The amount recognised as an expense 1s adjusted to reflect the actual number
of share options that vest except where vanations are due only to share prices not achieving the threshold for vesting

Dividends on shares presented within shareholders’ funds

Dividends unpaid at the balance sheet date are only recogmsed as a lrability at that date to the extent that they are
appropnately authonised and are no longer at the discretion of the Company Unpaid dividends that do not meet
these critena are disclosed 1n the notes to the financial statements

Hire purchase and finance lease contracts

The fair value (cost) of assets acquired under hire purchase and finance lease contracts 15 mcluded under fixed assets
and depreciated 1n accordance with the company’s accounting policy on depreciation The amounts outstanding
under the contract are included under creditors due within one year and creditors due afier more than one year, for
the immediate and longer term instalments respectively

11
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Notes (continued)

1 Accounting policies (continued)

Turnover

Tumover represents the amounts (excluding value added tax) denved from the provision of services to customers
during the year

Cash

Cash, for the purpose of the cash flow statement, comprises cash in hand and deposits repayable on demand, less
overdrafis payable on demand

2 Notes to the profit and loss account
2007 2006
£ £
Profit on ordinary activities before taxation is stated afier
charging/{crediting)
Auditors’ remuneration
Audit of these finangial statements 5,500 5,500
Amounts recervable by auditors and their associates in respect of
Audit of financial statements of subsidiaries pursuant to legislation 10,500 10,000
Other services relating to taxation 16,646 26,737
All other services 1,300 7,000
Depreciation of tangible fixed assets
Owned 243,718 208,003
Amortisation of intangible assets 99,075 71,919
(Profit)loss on sale of fixed assets 4,913) 9,966
Hire of other assets — operating leases, beng rental of premuses 240,434 156,585
3 Remuneration of directors
2007 2006
£ £
Directors’ emoluments 459,892 425,448

The emoluments of the highest paid director were £261,550 (2006 £259,039) All emoluments are paid through the
subsidiary Link Up Mitaka Limited

Retirement benefits are accruing to the following number of directors under
2007 2006

Money purchase schemes

[ 5]
3]

12
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Notes (continued)

4 Staff numbers and costs

The average number of persons employed by the group (including directors) during the year, analysed by category,

was as follows

2007 2006
Directors 2 3
Adrmimstration 200 119
202 122
The aggregate payroll costs of these persons were as follows
2007 2006
£ £
Wages and salanes 4,026,669 3,056,479
Social security costs 415,142 302,295
Pension costs (see note 24) 64,743 56,755
4,506,555 3,415,529
5 Interest payable and similar charges
2007 2006
£ £
Bank interest 85,045 72,510
Finance costs on shares classified or debt 10,962 10,962
96,007 83,472
6 Profit on disposal of division
On 10 Aprl 2008, the group disposed of 1ts recruitment division, as follows
£ £
Consideration
Cash 75,000
Shares 75,000
150,000
Cost of disposal
Goodwll relating to division (73,175)
76,825

13
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Notes (continued)
7 Taxation
2007 2006
£ £ £ £
UK corporation tax
Current tax on income for the pened 100,997 305,689
Adjustments m respect of pnot penods 18,780 -
119,777 305,689
Foreign tax
Current tax on income for the penod 14,000 -
14,000 -
Total current tax 133,777 305,689
Deferred tax
Ongmaton/reversal of tming differences 8,670 {45,059)
Adjustments in respect of prior periods (765) 4,366
Total deferred tax 7,905 (40,693)
Tax on profit on ordinary activities 141,682 264,996

——
Factors affecting the tax charge for the current period

The current tax charge for the period 15 higher (2006 higher) than the standard rate of corporation tax wmn the UK (30%, 2006
3094} The differences are explamned below

2007 2006
£ £
Current tax reconciliation
Profit on ordinary activities before tax 192,013 799,481
Current tax at 30% (2006 30%)} 57,604 239,844
Effects of
Expenses not deductible for tax purposes 52,068 52,886
Fixed asset tumung differences 13,403 6,122
Non-taxable income - (32,100)
Short term timing differences (22,073) 38,937
Tax rate differences 13,995 -
Adjustments in respect of pnior penods 18,780 -
Total current tax charge (see above) 133,777 305,689

-_—

14
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Notes (continued)

8 Related party transactions

Rent of £131,786 (2006 £107,000} has been charged to Link-Up Mitaka Limited in the year through Link-Up
Services FURB Scheme, of which the Gould family are trustees and members There were no prepaid or accrued
amounts outstanding at the end of the year (2006 £nif)

Rent of £16,667 (2006 £nil) has been charged to Link-Up Mitaka Linuted in the year by MW Properties No 35
Limited, of which the Gould farmly are members and trustees There were no prepaid or accrued amounts
outstanding at the end of the year (2006 £ml)

9 Tangible fixed assets
Motor Fixtures Website Total
vehicles and fittings and development
computer costs
equipment
£ £ £ £
Cost
At beginning of year 14,907 735,622 137,170 BB7,699
Additions - 244,540 - 244,940
Disposals - (41,511) - (41,511)
At end of year N 14,907 939,051 137,170 1,091,128
Depreciation
At beginmng of year 311 360,157 137,170 497,638
Charge for year 3,727 239,991 - 243,718
Eliminated on disposals - (35,725) - (35,725)
Atend of year 4,038 564,423 137,170 705,631
Net book value
A1 31 May 2007 10,869 374,628 - 385,497
At 31 May 2006 14,596 375,465 - 390,061

15




thebigword Holdings Limited
Directors” report and consohdated financial statements

31 May 2007

Notes (contnued)
10 Intangible fixed assets
Group Goodwill

£
Cost
At beginning of year 339,380
Additions (see note 26) 168,878
At end of year 508,258
Amortisanon
At begmmning of year 131,667
Charge for year 99,075
At end of year 230,742
Net book value
At 31 May 2007 277,516
At 31 May 2006 207,713

Goodwill was acquired through the purchase of Lingwistico, Eurolingua PLS Limited, Translation Services, Chanterelle
Limuted, 20th Century Translation and Interpreters, Aardvark Translation Services Limited, Language Business Centre,
ldioma Translation Services Limiuted, Carmona UK Limited, Multthngual Services Limited, MM Translations Limted,
Network Communrcations AS and Bening Rainbow Network Limited

16
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31 May 2007
Notes (continued)
11 Investments
Group Trade
investments
£
Cost
At beginming and end of year 75,000
Provisions
At beginning of year -
Charge n year 18,625
At end of year 18,625
Net book value
At 31 May 2007 56,375
At 31 May 2006 75,000
2007 2006
£ £
Investment m Strontium ple ) 75,000 75,000
Provision against investment (18,625) -
56,375 75,000

Interest in subsidiary undertaking

Company

Investment in Link-Up Mitaka Limited at cost

The compames 1in which the company’s interest 1s more than 10% are as follows

Country of incorporation Proportion
Subsidiary undertakings held
Link-Up Mitaka Limted England and Wales 100%
Multihingual Services Limited* England and Wales 100%
Mitaka Limited* England and Wales 100%
Aardvark Translation Services Limited* England and Wales 100%
Carmona UK Limited* England and Wales 100%
TheBigWord Limited* England and Wales 100%
Thebigword INC* USA 100%

Beying Rambow Network Limited* China 100%

* investment held m Link-Up Mitaka Limated

o]

1,700,000

Principal
activity

Transtation Services
Dormant
Dormant
Dermant
Dormant
Dormant
Translation Services
Translation Services

17



Notes (contnued)

i2 Debtors

Trade debtors

Prepayments and accrued income
Other debtors
Deferred tax asset (note 15)

2007
£

2,894,757
86,410
15,980
69,449

3,066,596

—a———

13 Creditors- amounts falling due within one year

Bank overdraft

Bank loan

- Trade creditors

Corporation tax

Taxation and social secunity

Other creditors

Accruals and deferred income
Amounts owing to group companzes
Shares classified as debt

2007
£

341,690
248,600
689,563
104,374
428,375

11,989
992,383

137,025

2,953,999

Group
2006
£

2,047,590
68,423
383,936
77354

2,577,303

e

Group
2006

231,240
735,898
317,461
306,189
72,602
1,238,728

137,025

3,039,143

14 Creditors: amounts falling due after more than one year

Bank loan (see below)
Loan stock

2007

728,062
375,000

1,103,062

Group
2006
£

976,662
750,000

1,726,662

thebigword Holdings Linited
Directors’ report and consolidated financial statements

31 May 2007
Company
2007 2006
£ £
Company
2067 2006
£ £
- 6,311
3,134 -
1,171,683 764,202
1,174,817 770,513
Company
2007 2006
£ £
375,000 750,000
375,000 750,000

18
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31 May 2007
Notes (continued)
14 Creditors: amounts falhng due after more than one year (connnued)
Group Company
2007 2006 2007 2006
£ £ £ £
Payable within onc year 248,600 231,240 - -
Payable within two to five years 1,103,062 1,726,662 375,000 750,000
1,361,662 1,957,902 375,000 750,000
The bank loan 15 secured by way of a fixed and floating charge over the assets of the group
15 Deferred tax
Group Company
2007 2006 2007 2006
£ £ £ £
Deferred taxation
At beginmng of year 71,354 36,661 - -
{Charge)/credit for the year n the profit and loss account (1,905) 40,693 - -
At end of year — deferred tax asset 69,449 77354 - -
The asset anises as follows
Group Company
2007 2006 1007 2006
£ £ £ £
Accelerated capital allowances 38,687 24,579 - -
Short term timing differences 30,762 52,775 - -
69,449 77,354 - -

—_———— | — m———

Factors affecting future tax charge and deferred taxanon

A number of changes to the UK corporation tax systern were announced in the March 2007 Budget Statement and
have either been enacted 1n the 2007 Finance Act or are expected to be enacted in the 2008 Fiance Act The

changes had not been substantively enacted at the balance sheet date and, therefore, are not mcluded in these
financial statements

The effect of the changes to be enacted 1n Finance Act 2007 would be to reduce the deferred tax asset recogmsed at

31 May 2007 by £5k Thus 1s due to the reduction 1n the corporation tax rate from 30% to 28% wath effect from 1
Apnl 2008

The other changes to be enacted would have no further effects on the deferred tax provided at 31 May 2007



Notes (continued)

16 Called up share capital

Authorised
13,000,000 ordnary shares of 1p each

Allowted, called up and fully paid
11,430,000 ordinary shares of 1p each

17 Share premium

Share premum accousnt

18 Profit and loss account

At start of year
Profit/(loss) for the year

[4

2007

130,000

114,300

2007

85,700

2007
£

(72,760)
50,331

(22,429)

thebigword Holdings Limited

Directors’ report and conselidated financial statements

Group
2006
£

130,000

e

114,300

———

Group
2006

85,700

Group
2006
£

(607,245)
534,484

(72,760)

The Company’s loss for the financial year was £29,583 (2006 £17,604)

31 May 2007

Company
2007 2006
£

Company
2007 2006
£ £

85,700 85,700

—_—

Company
2007 2006
£ £

(17,604)

(29,583) (17,604)

(47,187) (17,604)

=——
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Notes (continued)

19 Commitments

Operating leases which expire
Within one year

In the second to fifth years mclusive
Over five years

20

Operating profit

Depreciation charge

Amortisation of goodwill

(Profit)/loss on disposal of tangible fixed assets
Increase 1n debtors

(Decrease)/increase in creditors

Increase m provisions

Net cash (outflow)/inflow from operating acthivities

2007

1,925
100,000
105,000

206,925

_—

2007
£

288,020
243,718
99,075
(4,913)
(487,198)
(378,587)
18,625

(221,260)

—_——

Group
2006

130,045

130,045

Group
2006
£

806,128
208,003
77,919
9,966
(1,048,144)
955,498

1,009,370

2007

Reconciliation of operating profit to net cash {outflow)/inflow from operating activities

2007
£

thebigword Holdings Limuted
Directors’ report and consohidated financial statements

31 May 2007

Company

Company

2006

£

2006

21
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Notes (continued)
21 Cash flow statement

Returns on investments and servicing of finance

Interest paid
Purchase of shares n subsidiary

Caprtal expenditure

Payments to acquire tangible fixed assets
Receipts from sale of tangible fixed assets

Acqusition and disposals

Receipts from sale of business
Purchase of subsidiary undertaking
Cash acquired with subsidiary

Financing

Payment of loans
New loans

thebigword Holdings Lumited

Directors’ report and consolidated financial statements

2007
£

(81,911)

(81,911)

_—

2007
£

(239,940)
10,699

(229,241)

2007

(84,358)
21,000

(63,358)

2007
£

(606,240)

(606,240)

31 May 2007

Group
2006
£

(72,510)
(1,500,000)

(1,572,510)

—

Group
2006
£

(200,760)
3,000

(197,760)

————ma=

Group
2006

75,000

75,000

Group
2006
£

(434,933)
1,500,000

1,062,067

22
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Notes (continued)
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22 Reconciliation of net cash flow to movement in net debt

(Decrease)/increase in cash
Changes n loans

Movement 1n net debt in period
Net debt at beginning of year

Net debt at end of year

23 Analysis of net debt

Cash
Debt due within one year
Debt due afier one year

24 Pension scheme
Group and company

The group operates a defined contribution pension scheme

2007

£

(1,536,010)

606,240

(929,770)

(723,135)

(1,652,905)
At start of year Cash flow
£ £
1,234,767 (1,536,010)
(231,240) (17,360)
(1,726,662) 623,600
(723,135) (929,770)

_— =

contnibutions payable by the group to the scheme and amounted to £64,743 (2006 £56,755)

31 May 2007

Group
2006
£

348,689
(1,062,067)

{713,378)
(9,757

(723,135)

At end of
year

£

(301,243)
(248,600)
(1,103,062)

(1,652,905)

The pension cost charge for the penod represents

Contnbutions amounting to £200 (2006 £200) were payable to the scheme and are included 1n accruals at year end

end

Contributions amounting to £1,215 (2006 £798) were prepaid to the scheme and are included in prepayments at year

23
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Notes (continued)

25 Employee share schemes

Share based payments - group

In December 2005, the group established an EMI option scheme to mcentivise directors and key employees The
options granted arc exercisable only upon a change of control

No share based payment charge will be recognised 1n the profit and loss account until such time as 1t becomes
probable that this vesting condition will be met, at which time a catch-up charge will be incurred

At 31 May 2007 there were 1,288,190 options outstanding (2006 1,288,190) with a weighted average exercise price
of 5p (2006 5p)

The number and weighted average exercise prnices of share options 1n existence are as follows

2007 2007 2006 2006
Weighted Number of Weighted Number of
average options average options
exercise price EXEICISE price
£ £
Outstanding at the beginning of the period ¢.05 1,288,190 - -

Granted during the period
Forfeited during the penod
Exercised during the period
Lapsed dunng the penod

- - 005 1,288,190

Qutstanding at the end of the peniod 005 1,288,190 005 1,288,190

Exerctsable at the end of the period
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Notes (continued)

26 Acquisitions

On 18 May 2006 the group acqured 100% of the share capital of Beijing Ramnbow Network Limuted, a company
incorporated in China The results and net assets of Beying Rainbow Network Limuted were not included in the

group financial statements in the pnor year as they were not considered matenal to the group’s operations for the
short penod to 31 May 2006

In the current year, the results and net assets of Beijing Rainbow Network Limted have been brought into the group
financial statements The resulting goodwall of £168,878 was capitalised and will be wntten off over 10 years 10

years 15 deemed to be the penod over which the directors anticipate that added value will be derived from Beyjing
Rambow Network Limated

Book / Fair
value
£000

Fixed assets

Tangble 5

Current assets

Debtors 10
Cash 21
Total assets 36
Creditors (122)
Total habilities (122)
Net liabilities (84)
Goodwill 169
Purchase consideration and costs of acquisition 85

The directors consider that book value of net assets and habilities acquired equates to fair value

The acquired undertaking made a loss of £97,000 1n 1ts previous 16 month financial period to 31 May 2006
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