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MOUCHEL HOLDINGS LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 JULY 2011

The Directors present their annual report and the financial statements for the year ended 31 July 2011
PRINCIPAL ACTIVITIES

The principal activity of the Company 1s that of a holding company within Mouchel Group plc
BUSINESS REVIEW

Durning the year the Board concluded that as a result of further losses for the Mouchetl Group plc and a
substantial reduction 1n the Group's share price that the carrying value of the Company’'s investments in its
subsidiaries required mparment As such, the Company impawed its investments i Mouchel Lirmited by
£145,000,000, Mouchel Management Consulting Limited by £41,300,000 and Mouchel Ireland Limited by
£187,000 (see note 8)

KEY PERFORMANCE INDICATORS

The directors of Mouchel Group pl¢, the ultrnate parent, manages the operations of Mouchel Group plc, its
subsidiaries and associated undertakings (“the group”) on a divisional basis For this reason, and given the
nature of the Company's activities, the Directors believe that Key Perfermance Indicators are not necessary or

appropnate for an understanding of the Company's specific development, performance or the position of s
business

RESULTS AND DIVIDENDS

The loss for the year, after taxation, amounted to £188,752,000 (2010 loss £102,894,000) The loss for the
year includes imparment charges of £186,487,000 (2010 £98,162,000) as set out n note 8

The Drectors do not recommend the payment of a dividend for the year (2010 £nil)
PRINCIPAL RISKS AND UNCERTAINTIES

Prnncipal nsks and uncertainties of the company, including financial nsk management, are integrated with the
principal nsks of the Group and are not manage separately Accordingly the principat risks and uncertainties of
the Group, which inctude those of the Company, are disclosed on pages 24 - 27 of the Mouchel Group plc 31
July 2011 annual report, which does not form part of this report

FUTURE DEVELOPMENTS

The Company will continue to be a holding company within Mouchel Group plc

The Drectors have considered the state of the Company's affarrs and are of the opinion that future dividends
recevable from its cash and profit generating subsidianes will strengthen reserves
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MOUCHEL HOLDINGS LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 JULY 2011

DIRECTORS

The Directors of the Company who were in office during the year and up to the date of signing the financial
statements were

R H Cuthbert (resigned 5 October 2011)

R H Harnis (appointed 17 June 2011)

A J E Massie

D Tilston {appointed 13 September 2010 & resigned 17 June 2011)
K A Young (resigned 31 August 2010)

J T Measures (resigned 20 August 2010)

P England (appointed 6 October 2011}

G Rumbles (appointed 21 November 2011)

DIRECTORS INDEMNITIES

The Company 1s a wholly owned subsidiary of Mouchel Group plc who has maintained cover for its directors and
officers and those of its subsichary companies under a directors’ and officers' habity insurance policy, which
includes a qualfying 3rd party indemnity provision, as permitted by section 234 of the Companies Act 2006
The policy has been in place for the whole financial year and up to the date of signing the accounts

DIRECTORS' RESPONSIBILITIES STATEMENT

The Directors are responsible for preparing the Directors' report and the financial statements in accordance
with applicable law and regulations

Company law requires the Directors to prepare financial statements for each financial year Under that law the
Directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice {United Kingdom Accounting Standards and applicable law) Under company
law the Directors must not approve the financial statements unless they are satisfied that they give a true and
farr view of the state of affairs of the Company and of the profit or loss of the Company for that period In
preparing these financial statements, the Directors are required to

. select sutable accounting policies and then apply them consistently,
. make judgments and accounting estimates that are reasonable and prudent,
. state whether applicable UK Accounting Standards have been followed, subject to any matenal

departures disclosed and explained in the financial statements,

. prepare the financial statements on the going concern basis unless 1t 1s inappropriate to presume that
the Company wiil continue in business
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MOUCHEL HOLDINGS LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 JULY 2011

The Directors are responsible for keeping adequate accounting records that are sutficient to show and explain
the Company's transactions and disclose with reasonable accuracy at any time the financial position of the
Company and enabte them to ensure that the financial statements comply with the Companies Act 2006 They
are also responsible for safequarding the assets of the Company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities

GOING CONCERN

The financial statements are prepared on the going concern basis  Although the Company s in a net current
lrability position and 1s loss making due to nvestment impairments made n the year, the Directors believe that
the Company has adequate resources through its ability to borrow amounts under the Group's external
borrowing facility (see note 16) and support from the ultimate parent company (see note 19) to continue In
operational existence for the foreseeable future, bemg at least twelve months from the signing of these
accounts

PROVISION OF INFORMATION TO AUDITORS

Each of the persons who are Directors at the time when this Directors’ report 1s approved has confirmed that

. so far as that each Director 1s aware, there 15 no relevant audit information of which the Company's
auditors are unaware, and

- that each Director has taken all the steps that ought to have been taken as a Director in order to be
aware of any information needed by the Company's auditors in connectton with preparnng their report
and to establish that the Company's auditors are aware of that information

INDEPENDENT AUDITORS

Under section 487(2) of the Companies Act 2006, PricewaterhouseCoopers LLP will be deemed to have been
reappointed as auditors 28 days after these financial statements were sent {0 members or 28 days after the
latest date prescribed for filing the accounts with the registrar, whichever is earlier

This report was approved by the board and signed on its behalf

A J E Massie
Director

owe 25 4]
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MOUCHEL HOLDINGS LIMITED

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF MOUCHEL HOLDINGS LIMITED

We have audited the financial statements of Mouche! Holdings Limited for the year ended 31 July 2011, which
compnse the Profit and Loss account, Balance Sheet and the related notes set out on pages 7 to 19 The
financial reporting framework that has been applied in thewr preparation 1s apphcable law and United Kingdom
Accounting Standards {(United Kingdom Generally Accepted Accounting Practice)

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

As explaned more fully in the Direclors' responsibiities statement as set out on page 3, the Directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and farr
view Qur responstbility 1s to audit and express an opinion on the financial statements 1n accordance with
apphcable law and International Standards on Auditing (UK and Ireland) Those standards require us to comply
with the Auditing Practices Board's Ethical Standards for Auditors

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

SCOPE OF THE AUDIT OF THE FINANCIAL STATEMENTS

An audit involves obtaning evidence about the amounts and disclosures in the financial statements sufficient to
give reasonable assurance that the financial statements are free from matenal misstatement, whether caused
by fraud or error This includes an assessment of whether the accounting policies are approprate to the
Company's circumstances and have been consistently applied and adequately disclosed, the reasonableness of
significant accounting estimates made by the Directors, and the overall presentation of the financial statements
In addition, we read all the financral and non-financial information in the annual repert to wentify matenal
inconsistencies with the audited financial statements I we become aware of any apparent matenal
misstatements or inconsistencies we consider the implications for our report

OPINION ON FINANCIAL STATEMENTS

In our opimon the financial statements

. gve a true and fair view of the state of the Company's aftars as at 31 July 2011 and of its loss for the
year then ended,
. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting

Practice, and
. have been prepared mn accordance with the requirements of the Comparies Act 2006

OPINION ON OTHER MATTER PRESCRIBED BY THE COMPANIES ACT 2006

In our opinion the information given in the Directors’ report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements

Page 5




MOUCHEL HOLDINGS LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF MOUCHEL HOLDINGS LIMITED

MATTERS ON WHICH WE ARE REQUIRED TO REPORT BY EXCEPTION

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us 1o
report to you If, in our opinion

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

. the financial statements are not in agreement with the accounting records and returns, or

. certam disclosures of directors' remuneration specified by law are not made, or

. we have not recewved all the information and explanations we require for our audit

W

John Waters (Senior statutory auditor)
nd on behalf of PricewaterhouseCoopers LLP

Chartered Accountants and Statutory Auditors
1 Embankment Place

London

WC2N 6RH

Date LYAY‘U‘ Lo
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MOUCHEL HOLDINGS LIMITED

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 JULY 2011

Note

Exceptional administrative expenses 3
OPERATING LOSS 2
Interest recevable and similar income 5
Interest payable and similar charges 6
LOSS ON ORDINARY ACTIVITIES BEFORE TAXATION

Tax on loss on ordinary actvities 7
LOSS FOR THE FINANCIAL YEAR 14

All amounts relate to continuing operations

2011 2010
£000 £000
(186,487) (98,162)
(186,487) (98,162)
367 370
(2,632) (5,102)
(188,752) (102,894)
(188,752) (102,894)

There were no recognised gains and losses for 2011 or 2010 other than those included in the Profit and loss

account and therefore no separate statement of total recognised gains or losses hs been presented

There 1s no material difference between the loss on ordinary activities before taxation and the loss for the

financial years stated above and therr histoncal cost equivalents

The notes on pages 9 to 13 form part of these financial statements
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MOUCHEL HOLDINGS LIMITED
REGISTERED NUMBER: 05887559

BALANCE SHEET
AS AT 31 JULY 2011

FIXED ASSETS
Investments

CURRENT ASSETS

Note

Debtors amounts falling due after more than

one year

Debtors amounts falling due within one year 9

CREDITORS. amounts falling due within

one year

NET CURRENT LIABILITIES

10

TOTAL ASSETS LESS CURRENT LIABILITIES
CREDITORS: amounts falling due after

more than one year

NET ASSETS

CAPITAL AND RESERVES

Called up share capital
Share premwum account
Profit and loss account

SHAREHOLDERS' FUNDS

11

13
14
14

15

2011
£000 £000

170,610

23,158

23,158

(123,006)

(99,848)
70,762

(35,153)

35,609

2,969
439,970
(407,330)

35,609

The notes on pages 9 to 19 form part of these financial statements

2010
£000 £000
357,097
59
26,122
26,181
(87,939)
(61,758)
295,339
(70,978)
224,361
2,969
439,970
(218,578)
224,361

The financial statements on pages 7 to 19 were approved by the Board of Directors on 25 April 2012 and were

signed on its behalf by

s

R H Harns
Director
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MOUCHEL HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 JULY 2011

1.

ACCOUNTING POLICIES

1.1

12

1.3

The financial statements are prepared in accordance with the Companies Act 2006 and applicable
accounting standards in the United Kingdom The principal accounting policies, which have been
applied consistently throughout the year, are set out below

Basis of preparation of financial statements

The financial statements are prepared under the historical cost convention and on the going concern
basis Although the Company 1s In a nel current hability position and 1s loss making due to
investment imparments made in the year, the Directors believe that the Company has adequate
resources through its ability to borrow amounts under the Group's external borrowing facility (see
note 16) and support from the ulimate parent company (see note 19) to continue in operational
existence for the foreseeable future, being at least twelve months from the signing of these
accounts

The Company 1s a wholly-owned subsidiary of Mouchel Group plc, a company incorporated in
England and Wales, and 15 included in its consolidated financial statements which are publicly
avallable The Company has taken advantage of the exemption from preparing consoldated
financial statements under the terms of sechon 400 of the Companies Act 2006 Consequently, the
financial statements present information about the Company as an individual undertaking only

Cash flow statement

A cash flow statement as required by FRS 1 ‘Cash flow statements’ (Revised 1996) has not been
prepared as the Company 15 a wholly owned subsidiary of Mouchel Group plc, a company
incorporated in England and Wales The Company 1s exempt on the grounds that the ultimate
parent company, whose accounts are publicly available, includes the Company’s cash fiows in its
own published consolidated cash flow statement

Taxation

Current tax, including UK corporation tax and foreign tax, 1s provided at amounts expected to be
paid (or recovered) using the tax rates and laws that have been enacted or substantially enacted by
the balance sheet date

Deferred tax 1s recogrised n respect of all timing differences that have onginated but not reversed at
the balance sheet date, where transactrons or events that result in an obligation to pay more tax in
the future or a nght to pay less tax in the future have occurred at the balance sheet date

A net deferred tax asset 1s recognised as recoverable and therefore recognised only when, on the
basis of all available ewidence, it can be regarded as more likely than not that there will be suitable
taxable profits against which to recover carned forward tax losses and from which the future reversal
of underlying timing differences can be deducted

Deferred tax 1s measured at the average tax rates that are expected to apply in the periods in which
the timng differences are expected to reverse based on tax rates and laws that have been enacted
or substantrally enacted by the balance sheet date Deferred tax 18 measured on an undiscounted
basis
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MOUCHEL HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 JULY 2011

ACCOUNTING POLICIES (continued)

1.4

15

1.6

17

1.8

Interest receivable

Interest recewvable arose on amounts owed by group undertakings ansing in the normal course of
business Interest receivable 1s accured for as it falls due

Interest payable and similar charges

Interest payable arose on intercompany loan notes and on amounts owed to group undertakings
arising in the normal course of business Interest payable 1s accrued for as it falls due

Finance expenses arose during the prior year in respect of a discounted intercompany convertible
loan note held by the Company

Financial instruments

Financial instruments compnse debtors and creditors ansing from financial actvities The Mouchel
Group policy 1s to manage the financial instruments centrally to provide both the working capital and
the investment funds necessary for ongoing operations and future development

Financial labilittes and equity tnstruments are classiied according to the substance of the
contractual arrangements entered into

(a) Debtors
Debtors represent amounts owed by from group undertakings

(b} Creditors
Creditors represent amounts owed to group undertakings

{c) Financial assets and hkabilittes including investments
Financial assets and habiities are recognmised on the balance sheet when the Company becomes a
party to the contractual provisions of the instrument

Financial nsk management

The Company Is exposed to nsks ansing from vanations in interest rates, credit and hquidity The
Mouchel Group finance department manages these nsks within a defined set of policies and
procedures laid down by the parent company Board The policy for managing these risks 1s set out
in note 12

Investments

Investments in subsidianes are stated at cost less provisions for impairment At each balance sheet
date, the Company reviews the carrying amount of its investments to determine whether there 1s any
indication that the assets have suffered an imparrment loss Whenever there 1s an mndication that the
asset may be imparred an impairment loss 1s recogrmised immediately in the profit and toss account
unless the nvestment 1s carrned at the revalued amount The reversal of an impairment loss 1s
recognised immediately in the profit and loss account to the extent that the onginal impairment loss
was recogmsed n the profit and loss account
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MOUCHEL HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 JULY 2011

OPERATING LOSS

The operating loss for the year i1s stated after investment imparrment charges of £186,487,000 (2010
£98,162,000) See note 8 for further details

Audit fees of £5,000 (2010 £5,000) were borne by another Group company, Mouchel Limited, and have
not been recharged

EXCEPTIONAL ITEMS

2011 2010
£000 £000
Impairment of Investments in subsidianes 186,487 98,162

During the year, the Company impared its investments in subsidiaries by £186,487,000 (2010
£988,162,000) See note 8 for further details

EMPLOYEES AND DIRECTORS
The Company had no employees during the year (2010 none)

The Directors did not receive any emoluments s respect of services to the Company (2010 €mil) R H
Cuthbert, D Tilston and K A Young were employed by the ultimate parent company, Mouchel Group plc,
and therr remuneration was borne by that company A J E Massie, R H Harms and J T Measures were
employed by another group company Mouchel Limited Total emoluments paid by the Group to R H
Cuthbert, D Tilston, K A Young, A J E Massie, R H Harns and J T Measures was £1,196,000 {2010
£1,059,000) including payments in heu of notice of £284,000 (2010 £nil)

Two of the Directors who served during the financial year are accruing retwement benefits under defined
benefit schemes (2010 two}

One director (2010 two) exercised share options durning the year

INTEREST RECEIVABLE
2011 2010
£000 £000
Interest recetvable from group companies 367 370
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MOUCHEL HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 JULY 2011

INTEREST PAYABLE AND SIMILAR CHARGES

2011

£000

Interest payable on amounts owed to group undertakings 11

interest payable on intercompany loan notes 2,621
Finance charge payable on intercompany toan notes -

2,632

TAXATION

Factors affecting tax charge for the year

2010

£000
11
2,621
2,470

5,102

The tax assessed for the year 1s higher than (2010 - higher than) the standard rate of corporation tax m

the UK of 27 33% (2010 - 28%) The differences are explained below

2011
£000
Lass on ordinary activities before tax (188,752)
Loss on ordinary activities multiphed by standard rate of
corporation tax in the UK of 27.33% (2010 - 28%) (51,586)
Effects of
Non-tax deductible amortisation of goodwill and impairment 50,967
Unrelieved tax losses carned forward 619
Group relief -

Current tax charge for the year (see note above) -

2010
£000

(102,894)

(28,810)

27,485

1,325
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MOUCHEL HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 JULY 2011

TAXATION (continued}

Factors that may affect future tax charges

The standard rate of Corporation Tax in the UK changed from 28% 1o 26% with effect from 1 Apnl 2011
Accordingly, the company’s profits for this accounting peniod are taxed at an effective rate of 27 33% and
will be taxed at 26% In the future A number of further changes to the UK Corporation tax system were
announced in the March 2011 Budget Statement Further reductions te the main rate of corporation tax
were proposed to reduce the rate by 1% per annum to 23% by 1 April 2014 Apart from the reduction to
25% from 1 Apnl 2012, these further changes had not been substantively enacted at the balance sheet
date and, therefore, are not included in these financial statements

In the March 2012 Budget Statement, further reductions to the main rate of corporation tax are proposed
to reduce the rate to 24% by 1 April 2012, 23% by 1 Apnil 2013 and 22% by 1 Apnl 2014 These further
changes had not been substantively enacted at the balance sheet date and, therefore, are not included in
these financial statements

Deferred tax

Unrecognised deferred tax assets in relabon to trading losses total £566,000 (2010 £nil) This asset will
be recognised should the Company generate sufficient profits

INVESTMENTS
Investments
in
subsidiary
companies
£000
Cost
At 1 August 2010 and 31 July 2011 480,454
Impairment
At1 August 2010 123,357
Charge for the year 186,487
At 31 July 2011 309,834
Net book value
At 31 July 2011 170,610

At 31 July 2010 357,097
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MOUCHEL HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 JULY 2011

INVESTMENTS (continued)

In 2011 the Board concluded that as a result of further losses for the Mouche! Group plc in the year and a
substantial reduction in the Group's share price that the carrying value of the Company's investments in
its subsidianes required imparment As such, the Company impaired s investments in Mouchel Limited
by £145,000,000, Mouchel Management Consultthg Limited by £41,300,000 and Mouchel Ireland Limited
by £187,000

On 31 July 2010 the Company impaired its investments in Mouchel Traffic Support Limited (MTSL) by
£23,200,000 following the transfer of MTSL's trade and assets/habities to Mouchel Limited at net book
value as part of the Group's restructure In addition, as a result of the annual iImparment review in the
year ended 31 July 2010, the Company impaired its investment in Mouchel Limited by £75,000,000
Subsidiary undertakings

The following were subsicdhary undertakings of the company

Country of
Name incorporation Class of shares Holding
Mouchel Limited UK Ordinary 100%
Mouchel Ireland Limited Republic of Ireland Ordinary 100%
Mouchel Rail Limited UK Ordinary 100%
Mouchel International (Jersey} Limited Jersey Ordinary 100%
Mouchel Ewan Limited UK Ordinary 100%
Parkman Consultants Limited UK Ordinary 100%
Mouchel Traffic Support Limited UK Ordinary 100%
Mouchel Gel Limrited UK Ordinary 100%
Atiins Odlin Consulting Engineers Limited UK Ordinary 100%
Mouchel Business Services Limited UK QOrdinary 100%
Mouchel Management Consulting Limited UK Ordinary 100%

The principal activities of the subsidiaries 1s the provision of professional, technical services, business
process outsourcing, consulting services and support to clients mamnly in the public sector and regulated
industries

The Directors believe that the book value of investments Is supported by ther underlying net assets or
the net present value of future cashilows

The Company 1s party to a 50 50 joint venture in MPHBS Limited with Mouchel Business Services
Limited, a company which it acquired in 2008, it therefore holds 100% ot the joint venture

The Company s party to 50 50 joint ventures with Babcock Support Services Limited 1in Mouche! Babcock
Education Investments Limited (MBEIL) (50%) and Mouchel Babcock Education Services Limited
{MBES) (50%) Both companies are incorporated in England and Wales The results of the joint ventures
are not contaned in the financial statements of Mouchel Holdings Limited but are included i the
consolidated Group results
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MOUCHEL HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 JULY 2011

10.

1.

DEBTORS
2011 2010
£000 £000
Due after more than one year
Amounts owed by undertakings in which the company has a
participating interest - 59
20Mm 2010
£000 £000
Due within one year
Amounts owed by group undertakings 47,493 50,753
Imparment provision of intercompany loan (24,671) {24,671)
Amounts owed by undertakings in which the company has a
participating interest 336 -
23,158 26,122

Amounts owed by group undertakings incluge £26,500,000 (2010 £24,671,000} of intercompany loans
The loans are unsecured, repayable on demand and interest 1s charged at a rate of 1 0% above the
official Bank of England rate All other amounts are unsecured, repayable on demand and non-interest
bearing

The impairment provision relates to amounts owed by Mouchel International (Jersey) Limited's Duba)
Branch

CREDITORS amounts falling due within one year

2011 2010

£000 £000

Amounts owed to group undertakings 123,006 87,939
123,006 87,939

Amounts owed to group undertakings include £36,012,000 of intercompany loans The loans are
unsecured, repayable on demand and interest I1s charged at a rate ranging between 2 88% and 6 0%
above the official Bank of England rate All other amounts are unsecured, repayable on demand and non-
interest beanng

CREDITORS: amounts falling due after more than one year

2011 2010
£000 £000
Amounts owed to group undertakings 35,153 70,978
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MOUCHEL HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 JULY 2011

11.

12,

CREDITORS: amounts falling due after more than one year (continued)

Following the Group restructure on 1 August 2006 a discounted convertible loan note (DCLN) of
£299,038,430 was 1ssued with Mouchel Finance Limited On 31 July 2008 the conditions were met to
mandatonly convert the DCLN which, including accrued interest of £5,249,107, had a value at conversion
of £304,287,537 This converted intc 3,398,569 iredeemable preference shares with a value of
£269,134,587 and a new intercompany loan of £35,152,950 with Mouchel Finance Limited The loan 1s
unsecured and interest 1s charged at 2 88% above the official Bank of England base rate

On 22 January 2009, following redemption of the ICLN to Mouchel Finance Limited of £35,825,000, a
new intercompany loan was i1ssued to Mouchel Finance Limited for £35,825,000 The loan 1s unsecured
and interest 1s charged at 3 5% above the official Bank of England base rate

FINANCIAL RISK MANAGEMENT

The Company 15 exposed to nisks ansing from vanations in interest rates, credit and liquidity

Interest rate nsk

The Company 1s owed and owes money via intercompany loan notes and these are subject to variable
rate mterest charges The Company does not undertake hedging or complex financial instruments to
mitigate this nsk

Credit nisk
Those risks relating to credit are relatively low as they are all due from other group companies, all of
whom are owned 100% by the ultimate parent company

Liquichty risk

Prudent hquidity nsk management implies mamtaining sufficient cash and marketable securittes and the
avallabiity of funding through an adequate amount of commitied credit faciites Due to the dynamic
nature of the Group's trading businesses, the Company mantains flexibility in funding by mamntaiming
avatlability under committed credit ines

Management monitors roling forecasts of the Group's hquidity reserve (which compnses undrawn
borrowing faciity and cash and cash equivalents) on the basis of expected cash flow In addition, the
Group’s liquidity management policy involves projecting cash flows and considering the level of qud
assets necassary to meet these and monitoring balance sheet liquidity raties against internal and external
regulatory requirements

Details of the Company's credit faciities and the amendments on 29 November 2011 to avoid a breach of
the banking covenants are disclosed in note 16
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MOUCHEL HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 JULY 2011

13

14.

15

CALLED UP SHARE CAPITAL

Authornised

106,500,000 Ordinary shares of £1 each
350,000,000 Preference shares of £0 01 each
45,000,000 B preference shares of £0 01 each

Allotted and fully paid

2,935,304 Ordinary shares of £1 each
3,398,600 Preference shares of £0 01 each

RESERVES

At 1 August 2010
Loss for the financial year

At 31 July 2011

RECONCILIATION OF MOVEMENT IN SHAREHOLDERS' FUNDS

Opening shareholders' funds

Loss for the financial year

Shares 1ssued during the year
Share premium on shares 1ssued (net of expenses)

Closing shareholders’ funds

201 2010
£000 £000
106,500 106,500
3,500 3,500
450 450
110,450 110,450
2,935 2,935
34 34
2,969 2,969
Share
premium Profit and
account loss account
£000 £000
439,970 {218,578)
- (188,752)
439,970 (407,330)
2011 2010
£000 £000
224,361 222,867
(188,752} (102,894)
- 1,935
- 102,453
35,609 224,361
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MOUCHEL HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 JULY 2011

16.

CONTINGENT LIABILITIES

Contingent habilittes at 31 July 2011 n respect of guarantees and indemnities in the normal course of
business totalled £nil {2010 E£nl)

The Company and its subsichanes are, from time to time, parties to legal prcceedings and claims which
arise in the ordinary course of business Provisions are maintained by the Company having regard to the
size and nature of the claims and the Directors’ best estimate of the ltkely settlement The Directors do
nat believe that the outcome of these proceedings, actions and clams, either individualiy or in aggregate,
will have a matenial adverse affect upon the Company's financial position

At 31 July 2010, Mouchel Group plc had credit faciities totalling £180 Om with the Royal Bank of
Scotland, Lloyds TSB and Barclays Of the £1800m, £1150m was n the form of revolving credit
faciliies, which were to reduce by £10 0m m March 2011 and 2012, with the remaming balances of
£30 0m expinng on 1 August 2012, and £65 0m expinng cn 31 October 2012 The balance of £65 Om
was n the form of a term foan which also fell due for repayment on 31 QOctober 2012

Cn 26 January 2011 Mouchel Group plc signed new medium-term banking faciibies with its existing
relationship banks The key terms of the new facilihes were total facilities of £170 Om extending to 31
March 2014, interest above LIBOR on the facility of 3 1% - 4 0% dependent on ratios, two repayments
each of £7 5m on 31 July 2012 and 31 July 2013, in the event that an additonal voluntary repayment of
£30 Om had not been made before 31 May 2012, an increase in margin of 2% and the 1ssue of warranis
at that time over 5% of the 1ssued share capital of Mouchel Group plc at an tssue price of the lower of 75p
per share and 80% of the share price at that ime, and a restnction on resuming dwvidend payments until
the voluntary repayment of £30 Om had been made

The financial covenants applying to this facility and as defined therein were a maximum ratic of net debt
{(including bonds) to EBITDA, a mimimum rato of EBITDA to net interest payable, and a mimimum debt
service coverage (the ratio of free cash flow to interest and prnincipal repayments) These covenants were
tested on a quarterly basis

On 29 November 2011 and again on 28 March 2012 Mouchel Group plc amended the medium term
banking facilihes that had been signed on 26 January 2011 The total value of the facilities 15 £180 Om
compnsing a term loan of £129 0m and revolving credit faciibes of £51 Om including a £16 Gm “Top-up”
facity

Pursuant to the amendments, Mouchel Group plc has agreed to pay an amendment fee of £2 25m on the
earler of 31 July 2013, and the date of a relevant restructunng, to 1ssue warrants over 5% of the existing
issued share capital of Mouchel Group plc at a subscription price of 0 25p per share, subject to standard
anti-dilution provisions, which replace the existing contingent obligation to provide warrants to the lenders,
and to pay an additional fee — the equity tracker fee — which 1s payable upon a change of contro! and that
1$ the economic equivalent of 5% of the enlarged 1ssued share capital of Mouchel Group ple

It 1s intended that a restructuning of the Group’s capital will take place prior to the end of the current
financial year in the interests of the Group and its stakeholders This restructuning may include the
mjection of additional equity capital or a change of control {the “Restructuring”} It the Restructuring 1s
achieved by 31 July 2012 then depending on the timing of the Restructunng, either no restructuring fee
would be payable or a fee of between £15m and £3 Om would be payable In the event that a
Restructuring s not achieved by 31 July 2012, an amendment fee of £8 Om would be payable Such
additional amendment fees shall be payable on the earher of 31 July 2013 and the date of the
Restructuning Pending the repayment of the Group's borrewing facilities in full, the restnction on dividend
payments will reman in place

The interest margin over LIBOR on the amended term loan will be 3 85% The interest margin on the
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amended revolving credit faciities will be 6 5% over LIBOR apart from the margin on the Top-up facility
which shall be at 10% over LIBOR The provision that was contained in the origina! facihties of 26 January
2011 that there will be an increase In the interest margin of 2% If an addiional voluntary repayment of
£30 0m has not been made by 31 May 2012 has been removed Furthermore, the obligatory term loan
repayment of £7 5m that was due on 31 July 2012 and which has been extended to 28 February 2013.1s
now further extended to 31 July 2013 The repayment of the Top-up faciity has also been extended from
28 February 2013 to 31 July 2013

The Mouchel Group plc Board believes that the faciity amendmenis demonstrate the support of the
Banks The faciities have been constructed to provide the Board with tme to nght-size the Group
balance sheet while providing economic Incentives to achieve this nght-sizing at the earliest practcal
cpportunity The amendments provide the Group with cntical tme to identify and mimplement value
creation initiatives to enhance vaiue While the Top-up facility 1s relabvely expensive, the Group intends to
use It sparingly, if at alt but it provides the Group with critical working capital headroom

The financial covenants applying to the new facility are tests of EBITDA on a quarterly basis until 30 April
2013 The tests require the Group to achieve mimmum levels of EBITDA On 31 July 2013 the covenants
revert to those in the facilty signed on 26 January 2011

Mouchel Holdings Limited 15 party to these facilities, along with other group compantes, and so IS jointly
liabile

RELATED PARTY TRANSACTIONS

The Company has taken advantage of the exempton under paragraph 3(c} from the provisions of FRS 8
‘Related Party Disclosures’ on the grounds that it 1s a wholly owned subsidiary of a group headed by
Mouchel Group plc whose accounts are publicly available

POST BALANCE SHEET EVENTS

On 29 November 2011, and again on 28 March 2012, Mouchel Group plc agreed amendments to the
terms of its principal banking faciities which expire on 31 March 2014 These amendments are disclosed
innote 16

ULTIMATE PARENT UNDERTAKING AND CONTROLLING PARTY

The ultimate parent company and controling party and the parent of the smallest and largest group for
which consclidated financial statements are prepared of which the Company 1s a member 1s Mouchel
Group plc, a company incorporated n England and Wales Copies of the Group financial statements can
be found on the Group's website www mouchel com or can be obtained by wnting to the Company
Secretary at the registered office at Export House, Cawsey Way, Woking, Surrey, GU21 6QX
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