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The Amphion Gtoup Limited
DIRECTORS ' REPORT

The Directors are pleased to present their Annual Report on the affairs of The Amphion Group Limited ¢hercafter "the Company"}, together
with the accounts and the auditors’ report for the year ended 31 December 2008,

PRINCIPAL ACTIVITIES
‘The principal activity of the Company is as an investment holding company, as well as the mnising of funds and the provision of loans and other
financing activitics to coempanies within the group.

REVIEW OF BUSINESS DEYELOPMENTS

Financial Results

The Company's operating loss for the year increased from f70k 1o f92k repistening a decline of 31.2%. Dunng the financial year under review
no dividends (2007: [6,864,568) were received from its wholly-owned subsidiacy, Adam Smith Intemational Limied contributing to a total
loss bufore taxation of 514k (2007: profit before taxation of £6,533k).

During the financial yeat under review the Company increased the term loan from the Al Group {(UK) ple to f5.1millien (2007: 4 rmillion) which
contributed to an increase in interest payable to £422k agamst £261k m the previous year, registering an increase of 61%.

The Board uses a number of pecformance indicators to assess past and future performance. ‘These relate principally to current and future
cash flows and to Bank Covenants, and are intended to ensure the Group has adequate financial liquidity.

Future developments
The Company is optimistic about s future prospects and expects to cnhance dividend mcome levels in the short to medium-term as the
operations of irs subsidiaries continue to expand.

People
Our success depends largely on the quality of our people. We continue to strive to recruit, retain and develop the best people. Traiming and
development is a priodity within the Company. We carty out annual appeaisals from which a detaled staff development plan i produced.

[n order to attract and retain the best people to the Company, we bave in place a number of measures including equal opportunities, a
structured bonus scheme, and an employee share option scheme. These are all linked to key petformance indicaters and a formal induction
PrOCess.

INTERNAL CONTROL. AND RISK MANAGEMENT

Introduction

‘I'he Board i responsible for the Company’s system of internal control and for reviewing its cffectivencss. Such a system is designed to
manage rather than climinate the tisk of failure to achieve business objectives and can only provide reasonable, and not absolute, assurance
against material misstaternent or loss. The Board regulardy reviews the effectiveness of the Company’s system of financial and non-financial
internal conttols, including operational and compliance controls and nsk management.

The Board’s monitoting is based principally on reviewing reports from management to consider whether significant nsks have been identified,
evaluated, managed and controlled and whether any significant weaknesses are promptly remedicd and indicate 2 need for more extensive
monitoring.  Risk 18 measured in terms of impact, inherent risk and tesidual risk, and takes account of management’s control actions in
mitipating against both external and intemal tisk events. The Board is of the view that there is an ongoing process for identfying, evaluating and
managing the Company’s significant nsks that:

- 1las been in place for the year ended 31 December 2008 and up to the date of approval of the Annual Report and Accounts;

- Is regulasdy reviewed by the Board and complics with the intemal control guidancc for directors; and

- Necessary actions have been or are being taken to remedy any significant failings identified as pact of the oagoing tisk management
prIocess,

Financial Risk Management Objectives

‘The Board sceks to identify those financial risks which we believe the management of the business 35 better at managing than can be achieved
by the procutement of hedging, insurance or other financial risk instruments. [For example the company s better placed to assess debtor
related rsks, but will scck to hedge against currency or other tisks which ate outwith the companies” capacity to control  The Board takes
steps to ensure we understand the potential impact of each risk and its likelhood of its occurrence. We then make an assessment of the best
way to manage each risk based on the type of risk and our assessments of impact and likelihvod.

Exposure to risks

The Board’s policy on nisk management cncompasses all significant business risks to the company, including, finzncal, operational and
compliance isk, which could undermine the achievement of business objectives. There is clear accountability for nsk management, which isa
key performance area of line managers throughout the company. The requisite fisk and control capability 3s assured through Board challenge
and approprate  management selection and  skills  development, Continuous monitoring of rdsk and control  processes, across  headline risk
arcas and other business-specific cisk areas, provides the basis for regular and exception ceporting to the Audit Committee and the Board.




The Amphion Group Limited
DIRECTORS ' REPORT (continued)

- Liquidity risk |
The Company is exposed to liquidity risk arsing from the nced to finance its ongoing operations and growth. If the company is unable to
obtain sufficient credit due to banking and capital market conditions, the company may not be able to mise sufficient funds to devdop
new projects or meet the company's ongoing financing needs and as a result operating results, tevenues, cash flows  or financial
condition may be adversely affected.

- Cash flow rsk
The company has no current material risk in terms of cash flow. The company's assets are almost entirely held in currency which is highly
fiquid, so there is no realistic danger of not being able to raise any cash requited in the short and medium team.

FINANCIAL INSTRUMENTS DISCLOSURES

‘The Company has an overdraft and loan facility with Allied tish Bank ple (City Branch). A mortgage debenture cxists giving the bank a floating
chatge over the assets of the UK Group as security for the nverdraft and loan facilities provided to the Company in relation to the acquisition of all of
of all of the issued share capitdl of Adam Smith International Limited. These facilites are reviewed annually alongside the business plans and
budgets for the fertheoming year.

The Company docs not enter inte any other financial instruments bar short-term creditors and debtors on normal commercial teems.

In addition Mr P Young is a beneficiary of the deferred Joan note repayment dependent on furure eamings referred to in note 12

RESULTS AND DIVIDENDS .
The Company did not generate any tumover during the financial year under review, and realised operating losses of (92,423 (2007 £70,447).
Loss on ordinary activities before taxation was £514,714 (2007: peafit on ordinary activities before taxation of £6,533,089).

The Company declared and paid a dividend of £965,000 (2007: £28,667).

ACQUISITION OF OWN SHARES

On 19 August 2008, the Company provided fnancial assistance of {12000 to effect a buy-back of 12000 ordinary shares which were
acquired from a former director. These shares were subsequently cancelled. These shares had a nominal value of £1 each, and represented
4.6% of the issued share capital of the Company at the time of purchase.

POST BALANCE SHEET EVENT

On 30 Januaty 2009, the Company provided financial assistance of £500,000 to effect a buy-back of 21,000 ordinary shares which were
acquired from Mr. Roger Usher. These shares were subsequently cancelled. ‘These shates had a nominal wvalue of £1 cach, and represented
8.5% of the issued share capital of the Company at the time of purchase.

DIRECTORS

‘The directors in office during the financial year under review were as follows:

Mr R A Usher {Chairman)
Mr P Young
Mr W § Mornison {Managing Dircctor)

Mr A D Ros (Resigned 8 Auguast 2008)
Mt R Terty MNon-executive) (Resigned 4 September 2008)
Mr R Slee (Non-executive)

Sir M Rifkind (Non-executive) (Appointed 17 Junc 2008)




The Amphion Group Limited
DIRECTORS' REPORT {continued)

STATEMENT AS TO DISCLOSURE OF INFORMATION TO AUDITORS

‘The direetors who were in office on the date of approval of these financial statements have confirmed, as far as they are aware, that there is no
relevant audit information of which the suditors are unaware. Fach of the directors have confirmed that they have tken all the steps thar they
ought to have taken as ditectors in order to make themselves aware of any relevant audit information and to establish that it has been
communicated to the auditor.

AUDITORS
'The auditor, Bakee Tilly UK Audit 130, Chartered Accountants has indicated its willingness to continue in office.

3 Albert Embankment By order of the Board
London
SEEL 750

United Kingdom C\A

{registered office) ‘ A -
Mr WS Mormispn© N
Managing Diredror

Date

23 !o'#' ! o4




The Amphion Group Limited
DIRECTORS' RESPONSIBILITLES IN THIC PREPARATION
OF FINANCIAL STATIEMENTS

‘The directors are responsible for preparmg the Annual Report and the financial statements in accordance with applicable law and repulations

Company law requires the directors to prepare financial statemnents for cach financial year. Under that law the dircctors have elected to preparc
the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice (United Kingdom  Accounting Standards
and applicable law). The financial statements are required by law to give a true and fair view of the state of affairs of the Company and of the
profit ot loss of the Company for that period. In preparing those financial statements, the directors are tequired to:

a select suitable accounting policies and then apply them consistently;

b. make judgements and estimates that are reasonable and prudent; and

c. prepare the financial statements on the going concern basis unless it is inappropriate 1o presume that the Company will continue in
business.

‘The dircctors are tesponsible for keeping proper accounting records which disclose with reasonable accuracy at any time the financial position
of the Company and o cnable them to cnsure that the financial statements comply with the requirements of the Companies Act 1985, They are
also responsible  for safeguarding the assets of the Company and hence for taking reasonable steps for the preventon and detection of fraud
and other irregularities.




INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF THE AMPHION GROUP LIMITED

We have audited the financial statements on pages 7 to 16,

‘This report is made solely to the company's members, as a body, in accordance with section 235 of the Companies Act 1985, Our audit work

kas been undertaken so that we might state to the companys members those matters we are tequiced to state to them in an auditor’s repott
and for no other purpose. “To the fullest extent permitted by law, we do not accept or assume tesponsibility 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 responsibilitics of directors and auditors

The directors' responsibilities  for preparing the Annual Report and the financial statements in accordance with applicable law and United
Kingdom  Accounting  Standards  (United Kingdom Generally Accepted  Accounting  Practice) are set out in the Statement of Directors’
Responsibilitics.

Cur tesponsibility is to audit the financial statements in accordance with relevant legal and regulatory requirements and Intemational Stzndards
on Auditing (UK and Treland).

We ceport to you our opinion as to whether the financial statements give a true and fair view and are propedy prepared in accordance with the
Companies Act 1985, We also ceport to you whether, in our opinion, the information given in the Dircctors’ Report is consistent with the
financial statements.

In addition, we teport to you if, i our opinion, the Company has not kept proper accounting records, if we have not
received all the information and explanations we tequire for our audit, or if information specified by law regarding directors’ remuncration and
other transactions is not disclosed.

We read the Directors’ Report and we consider the implications fur our teport if we become aware of any apparent misstatements within it

Bagsis of audit opinion

We conducted our audit in accordance with Intemational Standards on Auditing (UK and [rcland) issued by the Auditing Practices Board. An
audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial statements. It also includes an
assessment of the significant cstimates and judgements made by the directors in the preparation of the financial staternents, and of whether
the accounting policies are appropriate to the Company's circumstances, cansistently applied and adequately disclosed.

We planned 2nd 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 assursance that the financial statements are free from matcral misstatement, whether caused by
fraud ot other ireegudarity or crror In forming our opinion we also evaluated the overall adequacy of the presentation of information in the
financial statements.

Opinion
In cut opinion:

- the financial statements give a true and fair view, in accordance with United Kingdom Generally Accepted Accounting Practice, of
the state of the Company's affairs at 31 December 2008 and of its loss for the year then ended and have beea propedy prepared in
accordance with the Cumpanics Act 1985; and

- the information given in the Directors' Repott is consistent with the financial sratements.

bt P e ik o f

Registered Auditor
Chartered Accountants
Ist Iloor

46 Clarendon Road
Watford

Herts

W7 1)

*?.S.o;




The Amphion Group Limited
PROFTT AND LOSS ACCOUNT
for the year ended 31 December 2008

Noter
TURNOVEER 1
Cost of sales
GROSS PROFIT
Administration costs 2
OPERATING LOSS
Income from shares in group undertakings 3
Intesest payable and simular charges 4
(LOSSY/PROFIT ON ORDINARY ACTIVITIES BEFORL TAXATION 5
Taxation 7
(.0SS)/PROFIT ON ORDINARY ACTIVITIES AFTER TAXATION 14

‘The operating loss fot the year arises from the Company's continuing operations.

No scparate Statement of ‘Total Recognised Gains and Losses has been presented a5 all such gains and
Profit and Loss Account.

2008 20007
£ L
92,423 Fit447
©2,423) (7,447
- 6,864,568
W2,423) 6,794,121
(422.291) (201,032
514,714 6,533,089
(147 290 (9 544)
(3067424 6,632,533

losses have been dealt with in the




The Amphion Group Limited
BALANCE SHEET
31 December 2008

Notes 20008 2007
L £
FIXED ASSETS
Tnvestment in subsidiaries 8 12,362,227 12,014,406
CURRENT ASSIETS
Debtors due within one year 9 147,925 1,502,510
Cash at bank and in hand 16 217,332 5279
365,257 1,507,789
CREDITORS: Amounts falling due within one year 1 6.063,416) (2,212,053
NET CURRENT LIABILITIES {6,600, 15%) (Fid,204)
‘TOTAL ASSIITS 1.ESS CURRENT LIABILITIES 5762068 11,310,142
CREDITORS: Amounts falling due after one year 12 (154,235} (4,361 BB
NITT ASSIETS 5,6(13,835 6,948,259
CAPITAL AND RESERVES
Called up share capital 13 246,000 258,000
Capital tedemption reserve 14 66,000 54,000
Profit and loss account 14 5,291,835 6,636,259
SHAREHOILDERS' FUNDS t5 5,603,835 4,948,259

The financial statements on pages 7 to 16 were approved by the board of directors and authorised for issue on 5 qL‘! E d }

and signed on its behalf by:

L‘f ( AL~
vy

Mt W' 5 Motriso
Director v

Me D Young |
Dircctor

- 8-




The Amphion Group Limited
CASH FLOW STATEMENT
for the year ended 31 December 2008

Notes 2008 2007
£ £
NET CASH INFLOW/(OUTFLOW) FROM OPERATING ACTIVITIES 16 1,411,350 {h,420,625)
RETURNS ON INVESTMENTS AND SERVICING OF FINANCE:
Davidends received - 6,864,568
Interest paid 4 (422,201 1264,132;
Net cash {outflow)/mflow for tetums on mvestrnents and servicing of Anance (4222913 6,603,536
TAXATION 147,290 99,444
CAPITAL EXPENDITURE AND FINANCIAL INVESTMENT
Purchase of fixed asset investments 8 4 (5]
Net cash mflow/ (eurflow} from capital expenditure and financéal investrent 4 (%)
Equity dividends paid 14 {963,000} (28.667)
Net cash inflow before financing 171,353 2,253,683
FINANCING
AIB Bank loans raised 12 2,990,000 -
AIB Bank loans repaid 12 40000} [eRLET
Shareholder loans repaid 12 (2,447,208} (1,337 381}
Redemption of ordinary share capital 13 {12,008 -
40,702 (23373815
Increase/(decreasc) in cash in the year 212,053 {A%3,60K)




The Amphion Group Limited
ACCOUNTING POLICIES

BASIS OF ACCOUNTING
The accounts have been prepared under the historical cost convention and in accordance with applicable accounting standards.

GROUP ACCOUNTS

The accounts present information about the individual undertaking and not about its group. The Company and its subsidiary undertakings
comprise a medium-sized group. ‘The Company has therefore taken advantage of the exemptions provided by Secton 248 of the Companies
Agt 1985 not to prepare group accounts.

GOING-CONCERN

The Company has met its day-to-day working capital cequirements through a loan from its subsidiary undertaking, Adam Smith Intemational
Limited, which is repayable on demand. ‘The company funded its acquisiion of Adam Smith International Limited, its subsidiary undertaking,
with a Bank Loan trom Allied Irish 3ank.

‘The company is in breach of one of its loan covenants extant at 31 December 2008 and therefore in accordance with FRS25, the loan has been
reclassificd as a current liability as the bank could seck repayment within one year. The company has received confirmation that it s the banks'
intention that they will continue to make the onginal facilities available to the company.

Continued support will be teeeived from the subsidiaty undertaking, and so the directors consider it appropriae to prepare the fmancial
statements on the going-concem basis,

FINANCE COSTS

Finance costs include a1l interest, charges, and professional fees incurred in raising finance.

BORROWING COSTS
Borrowing costs are recognised in the profit and loss statement in the peried in which they are incurred.

INVESTMENT IN SUBSIDIARIES

‘The Company's investment in subsidiaries are held at cost or provided aginst whese the net worth of the investment falls below this balance.
The consideration paid for the investment is contingent upon future camings. Anticipated future camings are assessed annually and where
necessary the cost of the investment is adjusted through the balance sheet.

TAXATION
‘T'axable losses are suld to the profitable trading subsidisnics of the company at the appropriate tax rates paid by those companies.

DEFERRED TAXATION

Deferred  tax is recognised in respect of all Gming differences that have onginated but not reversed at the balance sheet date where
transactions or events that result in an obligation to pay more tax in the future have occurred at the balance sheet date. Timing differences are
differences between the company's taxable profits and its results as stated in the financiad statements thac arises from the inclusion of gains
and losscs in tax asscssments in periods different from those in which they are recopnised in the financial sratements.

EMPLOYEE SHARE QPTION SCHEME
‘I'he value of the share options issued to employees of the group are assessed annually with adjustments taken to profit and loss.

-10-




The Amphion Group Limited
NOTES 1O TTHE FINANCIAL STATEMENTS
for the year ended 31 December 2008

1 SEGMENTAL ANALYSIS

Seprmental analysis docs not apply as it only has a single business activity.

2  ADMINISTRATION COSTS 2008 2007
£ £

Administrative cxpenses 92,423 70,447

3 INCOME FROM SHARES IN GROUP UNDERTAKINGS 2008 2007
£ £

Dividends received from Adam Smith Intematonal Limited - 6,864,568

4 INTEREST PAYABLE AND SIMILAR CHARGES 2008 2007
£ £

[nterest and bank charges on Allied Irish Bank loan 422 291 235,007
Enterest on sharcholder loan notes - 26,025
422,29 261,032

5 PROFIT/(LOSS) ON ORDINARY ACTIVITIES BEFORE TAXATION 2008 2007
£ £

Profit/ {Loss) an ordinary activitics before taxation is stated after charging:
- Auditors’ remuneration 6,000 9,000

¢ EMPLOYEES

The Company has no employees (2007:Nil), and only the fees of the non-executive directors are paid by the Company. All other exceutive
directoes are remunerated through salaries which are paid for by the Company's wholly-cwned subsidiaries.

2008 2007
£ £
DIRECTORS REMUNERATION
limoluments for qualifying services 43,499 7,388
43,499 7 388
7 TAXATION 2008 2007
£ 4
Deomestic current year tax
UK. corporaton tax:
Group relicf payments received (147,200) (V9444
Total current tax (147290} (9),444)
Tax on profit on ordinary activities (147,290 {99444
Profit/(l.oss) on ordinary activitics before taxation (314714 6,533,089
Profit on ordinary activities before taxation multiplied by standarcd rate of UK
corparation rax of 28,50% (2007:30.00%%6) {146,643} 1,959,927
Kifects of:
Non deductible cxpenses - -
Dividends received - {205,371
Group relief ceecived not at standard rate {397 -
Current tax charpe for the year (147.290) {97,444}

11 -




The Amphion Group Limited
NOTES TO THIEE FINANCIAL STATEMENTS (continued)
for the year ended 31 December 2008

8 INVESTMENTS IN SUBSIDIARIES 2008 2007
£ L
At beginning of ycar
Cost 12,014,406 10,187,407
Movements
Revaluation of deferred vendor Inan notes 347,824 1,826,904
Additions: Acquisition of Adam Smith latemational India Limited 1 -
Additions: Acquisition of Adam Smith Inteenational Africa Limited ) 5
At end of year
Cost 12,362,227 12,014,406
A list of group undertakings 8 set out in Nate 22.
On 28th EFebruary 2006, the Company acquired all of the issued share capital of Adam Smith Intermational Limited. Part of the consideration
was paid in cash and the remainder deferred (sce note 12). The deferred consideration is revalued annually resulting in changes to the
cost of the investment in Adam Smith International Limited. The investment has been revalued in the current year to £12,362,227.
On 23rd July 2007, the Company acquired 1% of the issued share capital of Adam Smith International Afnica Limired for a total consideration
of £1.The remaining 99% of the issucd share capital was acquired by the Company's subsidiary, Adam Smith International Limited.
On 2%th January 2008, the Company acquired 1% of the issued share capital of Adam Smith Intemational India Limited for a rotal
consideration of £1.The remaining 99%% of the issued share capital was acquired by the Company's subsidiary, Adam Smith Intcrnational
Limited.
9 DEBTORS DUE WITHIN ONE YEAR 2008 2007
£ £
1.0ans to subsidiarics 147,925 1,500,731
Other debtors - 1,779
147,925 1,502,510
The Company has loaned (147,433 (2007: £1,500,731) to its subsidiary Adam Smith lnternational Limited. The loan bears no interest and the
Company expects this loan to be repaid during the nex: year,
10 CASH AT BANKAND IN HAND
Other
1 January Cash non-cash 31 Decomber
2008 flow changes 2008
£ £ £ L
Net cash:
(Cash at bank and in hand 5,279 212053 - 217,332
Net funds 5279 212053 - 217,332
11 CREDITORS: Amounts falling duc within onc year 2008 2007
L £
Allied Irsh Bank Loan 5,100,000 800,000
Sharcholder Loan Notes 1,646,797 1,342,622
Loans from subsidiarics 109,465 40,904
Corporation tax . -
Accruals 109,154 28,527
6,965,416 2,212,153

12




The Amphion Group Limited
NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 December 2008

12 CREDITORS: Amounts falling due after one year

Allied Irish Shareholder
Bank Loan Loan Notes Total
L £ £
1 January 2008 1,800,000 2,561,883 4,361,883
Transfer to amounts falling due within one year {4 3RLINRD) (ML 73) {604,175}
Drawdown/ rCPAYments 2,500,000 (2,447 ,298) 52,702
Loan revaluation - 347,824 347,824
31 December 2008 - 158,235 158,235

On 28 February 2006 the Company took ouwt a term loan from the AlB Group (UK) plc in the amount of 4 million. This facility was increased
to £5.1 million on 13 March 2008 bearing interest at LIBOR plus a margin of 2% pee annum and repayable over a 5-year pesiod with quanerdy
repayments of £283.500.

As a result of a breach of loan covenant extant ar 31 December 2008, The Allied Tnish Bank loan has been reclassified as due within one year
at the balance sheet date, as the Bank could request repayment of the loan at any tdme. ‘The Bank have not amended the terms of the loan
and have confirmed that they will not seck immediate repayment of the loan,

In addition, the bank has provided the Company with an overdrafr facility of £1,000000 bearng intcsest at the bank's base e plus 2 margin of
3% per annum and repayable on demand and subject 1o annual review.

‘The bank has a mortgage debenture dated 28 February 2006 providing security over all the Company's and its subsidiarics' assets

On 28 February 2006 the Company agreed to issue, as part of the consideration for the acquisiion of all of the issued share capital of Adam
Smith Tmternational  Limired, varable rae loan notes to the former sharcholders of this company. There are two forms of lean notes: () the
minitnum deferred cam-out lean notes; and () the varable deferred cam-out loan notes,

The first type of loan notes were issucd on 24 February 2006 and are redeemable berween 2007 and 2010,

The second type of loan notes will be issued annually 6 months after the signing of the Company's accounts for cach of the years 2006
through  2009. The repayment date, and interest terms of these loan notes are  fixed but  their value are  contingent in  nature.

These cam-out loan notes are repayable on the date they are wsuwed. However, if they are not repmd immediately they become intercse-
bearing at the AIB Group (UK} plc's base rate.

There is a pre-agreed formula in place o caleulate the value of these eam-owt lean notes which is dependent on future profit levels. The
notes are revalued annually with  differences saken  through the balance sheet. As at 31 December 2008, the directors have wsed a best
estimate of futuce profic levels to determine the value of the contingent consideraton. The current year cstimate used a discount rate of
3.7% (2007: BYa).

Allied Irish Sharcholder  Loans from
Bank Loan Loan Notes subsidiatics Total
Analysis of repayments: £ £ I £
Due in 1 year or less 5,100,000 1,646,797 109,465 6,856,262
Dwe after 1 year but not more than 2 years -+ 158,235 - 158,235
5,100,000 1,805,032 109,465 7.014,447
13 SHARE CAPITAL 2008 2007
£ £
Authorised
300,000 ordinary shares of 1 cach 360,000 300,000
Alloreed, issued and fully paid
246,000 ordinary shaves of £1 cach (2067: 258,000) 246,000 258,000

On 19 August 2008, the Company provided financial assistance of £12000 to  cffect

a buy-back of 12,000

ordinary shaces which were

acquired from a former director. ‘These shares were subsequently cancelled. These shares had a nominal value of f1 each, and represented
4.6 of the issued share capital of the Company ar the time of purchase.

On 3 October 2006, the Company issued 4200 share options of f1 each 1o employees a3 part of an employec share incentive scheme,

These share options can be exercised only if cither () the business s sold; (6} the business is hsted, or (i) the scheme administrator
otherwise permits it. At present management believe that the likelihood of any of these events occunng is remose.

-13-




The Amphion Group Limited
NOTUS TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 December 2008

14 STATEMENT OF MOVEMENT ON RESERYES

15

16

B

1 January 2008

Retained loss for the year
Shares bought by company
Dividends paid

31 December 2008

‘The Company declared and paid divideads during the course of the year:

Ordinary:
IFirst interim paid of 48.45 pence (2007: 11.11 pence) pee share
Second interim paid of TH.00 pence per share

On 28 March 2008 a dividend of 48.45 pence (2007: 11.11 pence) pet share was paid to sharcholders.

On 14 October 2008 a dividend of 700.00 pence per share was paid to two sharcholders, Sharcholders holding 126,000 shares waived theic

rights 1o receive dividends payable in tespect of the second interim dividend in the yeat ended 31 December 2008,

Shareholders holding 120,000 shares waived their rights to reccive dividends payable in cespeet of the year ended 31 December 26019,

RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS' FUNDS

Opening sharcholders’ funds
Redemption of shares
Dividends paid

Laoss for the financtal year
Closing sharcholders' funds

CASH FLOWS

Reconciliation of operating loss to net cash inflow from operating activities

Operating loss

{Increasc)/ [ecrease m debtors due within once year
Increase/ (Deceeasc) in crediters falling due within one year
Net cash inflow/ (0utflow) from operating activitics

Reconciliation of net cash flow 0 movement in net debt

Increase in cash in the year

Increase in bank Joans

Repayment of bank loans

Repayment of shareholders loans
Revaluation of shaccholders loans

Change in net debt resulting from cash flows
Net debr at 1 January 2008

Net debt ar 31 December 2008

Capital Profit and
redemption loss
reserve account Total
£ i £
54,000 6,636,259 6,690,259
- (367 A2 {367,424}
L2000 (12,0009 -
- (9650060 {65,010
66,000 5,291 835 5,357 835
2008 2007
£ £
125,000 28,607
B4),000 -
965,000 28,667
2008 207
£ £
6,948,259 344393
(12,0045 -
{265,000 {28667
(367 424 6,632,533
5,603,835 6,948,259
2008 2007
£ £
92,423 (70,447}
1,354,585 {,502,510)
149,188 2847 668)
1,411,350 {4,420.625)
212,053 {B3.698)
(2,290,400 -
490,000 1,000,000
2,447,298 1,337,381
(347,824 (1R300
(188,473 426,779

(6.451,226)

{6,926.0305)

{6,687, 71H))

16,419, 226)
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The Amphion Group Limited
NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 December 2008

C.

17

18

15

0

2

Analysis of net debt
1 January Cash Non cash 31 December
2008 Flow changes 2008
£ £ L
Cash in hand, ar bank 5,279 212,053 - 217,332
Net funds 5,279 212053 - 217,332
Bank loans
Drue within one year (RUCH)N} 490,000 (4,790,010} (51600000
Due in more more than one year (R ARLET - 1,800,000 -
Shareholder loan notes
Due within one year (1.392,0224 1,342,622 (1.646.797) (1.640,797)
[Duc in more more than one year 2,561,883y 1,104,676 1,298,972 {154,235
Ner debt {6.401,226} 3,149,351 {3.337.8251 (6,(87,704)
BENSION COMMITMENTS
‘The Company does not have any employees, and therefore there are no pension commitments
RELATED PARTY TRANSACTIQNS
2008 20087
L L
Dividends received from subsidiary undertaking, Adam Smith International Limited - 6,864,568
Loans to/ {from) subsidiary undertaking, Adam Smith [nternagonal Limited 147,433 1,500,239
Loans to/{from) subsidiary undertaking, Adam Smith International Africa Limited 492 492
lLoans to/{from) subsidiary undentaking, Adam Smith International India Limited (1) -
Amounts billed by subsidiary undermaking, Adam Smith Services Limited 43,201 46,212
Amounts due to subsidiary undertaking, Adam Smith Services Limited 109,464 40,904

Mr P Young is a beneficiary of the shareholder loan notes that are dependent upon future caeings referred to in note 12.

Dividends declared and paid te directors

-~ Peter Young 21,802 5,000
- William Morrison 449,070 6,667
- Roger Usher 10,174 2,333
- Andrew Ros 5814 1,333

486,860 15,333

On 19 August 2008, the Company provided financial assistance of 12000 to cffect a buy-back of 12000 ordinary shares which were
acquited from Mr A Ros, a former dircctor. These shares were subsequently cancelled. ‘These shares had a nominal value of £l each, and
represented 4.6% of the issucd share capital of the Company a the time of purchase.

POST BALANCE SHEET. EVENTS
On 30 January 2009, the Company provided financial assistance of 500,000 to cffect a2 buy-back of 21,000 ordinary shares which were

acquired from Mr. Roger Usher. ‘These shares were subsequendy cancelled. "These shares had 2 noming value of [1 cach, and represented
R.5% of the issued share capital of the Company at the time of purchase.

CONTINGENT LIABILITIES

The company is party to cross guarantees securing the borrowings of other group companics. At the year end these borrowings amouated
to £nil (2007 £ni).

CONTROL

There is no ultimate controlling party.
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