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Boat International Group Limited 1

Financial statements for the year ended 31 December 2009

Report of the directors

The directors present their report and the audited financial statements for the year ending 31 December
2009

Principal activities

The principal activities of the group and its subsidiary undertakings are the proviston of media and
marketing services There have not been any significant changes in the group’s principal acuvites in the year
under review and the directors are not aware at the date of this report of any likely major changes in the
group’s activities 1n the next year

Business review and future developments
Despute the difficult economic environment the outlook for the group 1s encouraging

The directors were pleased to complete a refinancing of the group 1n October 2010 and have recerved
continued support from 1ts shareholders and bank such that the group has been placed on a firm financial

footing which will allow 1t to take advantage of further growth opportunities

Results and dividends

The trading results for the year, and the group's financial position at the end of the year are shown 1n the
attached financial statements

The directors do not recommend the payment of a dividend

Key performance indicators

Key performance indicator 2009 2008
Turnover growth (193)% 19 0%
Gross profit margin (before exceptional 383% 39 6%
1tems)

Admurustrative expenses (before excepuonal 41 5% 27 6%

ttens) as a %o of turnover
Staff urnover 15 3% 11 0%
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Report of the directors (conunued)

Principal risks and uncertainties facing the group

Whilst the business 1s relauvely well placed to withstand the lnghs and lows of a normal economic cycle,
it 1s not immune from the unique and synchromsed global economic downturn currently being
expertenced The directors believe that 2010 will provide a challenging trading environment which will
temporarly halt the growth of the business as marketing budgets are dramaucally reduced Beyond this,
however, the outlook for the business 1s strong due to 1ts market leading position, 1ts new product
development and 1ts evolving digital platform

Like all businesses, however, the group 1s at isk from competitve acuvity and protects ttself from thts by
ensunng its products are of a high quality and of great relevance to 1ts key consutencies

As a result of the economic downturn the group has successfully renegotated its banking facilittes 1n
order to provide sufficient headroom durning the current economic situaton and to provide funds for
growth as the market recovers

Financial risk management objectives and policies

The group's principal financial instruments compnse bank loans and overdrafts, loan notes, PIIK notes,
preference shares and sterling and foreign currency cash balances The main purpose of these financal
instruments 1s to fund the group's operatons The group has various other financial instruments, such as
trade debtors and trade creditors, which anise directly from 1ts operations

It 15, and has been throughout the period under review, the group's policy that no trading 1n financial
instruments shall be undertaken The main risks ansing from the group's financial instruments are
foreign currency nisk, credst risk, lquidity risk and interest rate nsk  The group's policies for managing
these risks are summarised below

Foreign currency risk

The group s exposed 1n 1ts trading operations to the nisk of changes in foreign currency exchange rates
The main foreign currencies n which the group operates are the Euro and the US dollar and during the
year the busiess has sold forward prudent amounts of each of these currenctes in order to muugate
agamst foreign currency nisk

Credit risk

The group’s principal financial assets are cash and trade debtors, which represent the group’s main
exposure to credit risk

Credit risk 1s managed by monitoring the aggregate amount and duration of exposure to any one
customer The amounts presented in the balance sheet are net of allowances for doubtful debts,
estimated by the group’s management based on prior expenence and their assessment of the current
economic environment

Cash balances are held with reputable financal institutions and the exposure to credit nisk on these
balances 15 not considered significant
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Financial statements for the year ended 31 December 2009

Report of the directors (continued)

Credit risk (continued)

The group has no significant concentration of credit risk, with exposure spread over a large number of
counterparues and customers

Liquidity risk

The group’s policy 1s to ensure conunuity of funding through arranging funding for operatuons via
medium-term loans and additional revolving credit facilittes to aid short-term fleability (see page 4)

Cash flow interest rate risk

The group's exposure to interest rate risk relates primarily to the group's bank loans and overdrafts which
bear interest at a variable rate  The directors monitor the overall level of borrowings and interest costs to
limit any adverse effects on the financal performance of the group

Environment

The group’s policy with regard to the environment 1s to ensure that the directors understand and effectively
manage the actual and potential environmental impact of our acuvines The group's operations are
conducted such that we comply with all legal requirements relating to the environment in all areas where we
carry out our business During the period covered by this report the group has not mncurred any fines or
penaltes or been invesugated for any breach of environmental regulatons

Employees

The quality and commitment of our people have played a major role m our business success This has
been demonstrated m many ways, including improvements in customer satisfacuon, the development of
our product lines and the flexibihity they have shown in adapting to changing business requirements and
new ways of working Employees’ performance 1s aligned to group goals through an annual performance
review process that 1s carried out with all employees

Directors
The directors who served during the year, and subsequently, are set out below-

D Joseph

A C Harns

R] Green

I Grant (appointed 27 May 2010}
Sir TDG Arculus (resigned 29 July 2010)

F R Dawnidson (resigned 11 January 2010)




Boat International Group Limited 4
Financial statements for the year ended 31 December 2009

Report of the directors (continued)

Going concern and post balance sheet events

The group recorded a loss for the year of £13,216,905, after exceptional items of /8,325,377 At 31
December 2009 the group had net current babthites of £12,099,468, and a deficit to equuty shareholders’
funds of £17.494,680

The group's bank loans are subject to financtal covenants, certamn of which were breached at 31 December
2009 As a result of the breach, all amounts due to the bank became repayable on demand and so have been
classtfied as falling due within one year wn these financial statements

On 13 Qctober 2010 the group renegotiated its banking facilities, converted £17,234,853 of loan note
principal and £9,431,670 of loan note accrued mterest to equity and recewed a cash injection of
£1,000,000 from tts main mnvestor In addion the company issued new shares to management These
changes are summarised below

e the banking facilites now comprise sentor loans of £7,712,874, a mezzamine loan of £3,576,065
and a revolving credit facility of £1,500,000

o the banking facilities have been renegouated for a period of 3 years to 31 December 2013 and
repayments on the sentor loans have been rescheduled and extend to 31 December 2013 The
revolving credit facility is repayable on 31 December 2013

® interest rates on the senior facilities loans and revolving credit factity were increased to berween
3 5% and 4% over LIBOR

e the interest rate on the mezzanine facility was increased to 11 25% above LIBOR, being 6 25%
above LIBOR to be patd 1n cash and 5% Payment In Kind ("PIK") The loan 1s repayable n two
instalments on 30 June 2015 and 31 December 2015 and 1s secured over the assets of the group

e Investor loan notes and accrued interest of £17,073,871 and £9,288,261 respecuvely were
converted to 4 C Ordinary 1p Shares

e  Management loan notes and accrued interest of £160,982 and 143,409 respecuvely were
converted to 6 F Ordmary 1p shares

e 2 further £40,000 of Management loan notes were repaid 1n cash
the Management Ordinary, Preference and B Ordinary £1 shares were converted to I Ordinary
1p shares on a one for one basis

*  management subscribed at par for 118,750 D Ordinary 1p shares, 230,772 E Ordinary 1p shares
and 260,000 F Ordinary 1p shares paid 1n cash

¢ the Investors also subscribed for £995,000 new loan notes and 500,000 Ip C ordinary shares
patd 1n cash
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Report of the directors (continued)

Going concem and post balance sheet events (continued)

An unaudtted pro-forma consolidated balance sheet has been prepared below which shows what the
financial position of the group would have been at 31 December 2009 if the covenant breach had not
occurted and the restructuring had taken place as at that date, and on the basis of the loan note interest
accrued at that ume

Unaudited

2009 2008

Restated

£'000 £'000

Fixed assets 17,239 20,807
Current assets 3,935 6,418
Creditors: amounts falling due within one year (2,827) (4,023)
Net current assets 1,108 2,395
Total assets less current habilines 18,347 23,202
Creditors amounts faling due after more than one year (13,369) (27,392)
Net assets/ (liabilities) 4,978 {4,190)
Called up share capital 22 4
Share premuum account 22,385 960
Profit and loss account (17,429) {5,154}

Equity shareholders' funds/ (deficit to equaty

shareholders’ funds) 4,978 (4,190)

The directors have prepared cash flow forecasts for the pertod ending 31 December 2013 The forecasts
demonstrate that the group 1s able to meet 1ts liabilittes as they fall due over the next twelve months and
therefote the financial statements have been prepared on a going concern basis  No further covenant
breaches are forecast duning the peniod ending 31 December 2013

The directors note that the classificatton of the debt withun current labilites on the balance sheet at page
16 arses purely as a result of the strict application of FRS25 following the covenant breach at 31
December 2009
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Report of the directors (continued)

Statement of Directors’ responsibilities

The directors are responsible for preparing the Annual 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 financial statements in accordance with Uniied Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice) The financial
statements are required by law (o give a true and fair view of the state of affairs of the group and
company and of the profit or loss of the group for that period In preparing these financial statements,
the directors are required to

®  select switable accounting policies and then apply them consistently

*  make judgments and estimates that are reasonable and prudent

»  state whether applicable UK Accounting Standards have been followed, subject to any materal
departures disclosed and explamed in the financial statements

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

The directors are responsible for keeping adequate accountng records that disclose with reasonable
accuracy at any time the financial position of the group and of the company and enable them to ensure
that the financial statements comply with the Companies Act 2006 They are also responsible for
safeguarding the assets of the group and of the company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities

In so far as each of the directors 1s aware

- there 1s no relevant audit information of which the company's audstors are unaware, and
*  the directors have taken all steps that they ought to have taken to make themselves aware of any
relevant audit informaton and to establish that the auditors are aware of that informauon

The directors are responsible for the mamntenance and integrity of the corporate and financial
information included on the company's website Legislation in the United Kingdom governing the
preparation and dissemination of financral statements may differ from legislation in other junsdicuions
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Report of the directors (continued)

Auditors

A resoluton to re-appomnt Grant Thornton UK LLP as auditor for the ensuing yvear will be proposed at
the annual general meeting 1n accotdance with section 485 of the Compantes Act 2006

Approval

The report of the directors was approved by the Board on 8 Novernber 2010 and signed on 1ts behalf by

(Cb

A C Harrts
Director

Company No 6026344




Report of the independent auditor to the members of
Boat International Group Limited

We have audited the financial statements of Boart Internattonal Group Lirmuted for the year ended 31
December 2009 which comprise the principal accounung policies, the consolidated profit and loss
account, the consolidated statement of total recogrused gans and losses, the consolidated balance sheet,
the company balance sheet, the consolidated cash flow statement and the related notes The financial
reporting framework that has been applied 1n their preparation s applcable law and United Kingdom
Accounting Standards {(United Kingdom Generally Accepted Accounting Practice)

This report 15 made solely to the company’s members, as a body, 1n accordance with Chapter 3 of Part 16
of the Companies Act 2006 Our audit work has been undertaken so that we might state to the
company’s members those matters we are required to state to them in an audttor’s report and for no
other purpose To the fullest extent permutted 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 thus
teport, or for the opinions we have formed

Respective responsibilities of directors and auditors

As explained more fully in the Statement of Directors’ Responsibilities set out on page 6, the directors are
responsible for the preparation of the financial statements and for being sansfied that they give a true and
farr view OQur responsibility 15 to audit the financial statements tn accordance with applicable law and
International Standards on Auditing (UK and Ireland) Those standards require us to comply with the
Auditing Practices Board’s (APB’s) Ethical Standards for Auditors

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements 1s provided on the APB's website at
www frc org uk/apb/scope/UKNP

Opinion on financial statements
In our opinion the financial statements

- give a true and fair view of the state of the group's and the parent company's affairs as at 31
December 2009 and of the group's loss for the year then ended,

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

" have been prepared 1n accordance with the requirements of the Companies Act 2006




Report of the independent auditor to the members of
Boat International Group Limited (continued)

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the informaton given in the Report of the Directors for the financal year for which the
financial statements are prepared 1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Compantes Act 2006 requires us
to report to you 1f, 1 our opiuen

* adequate accounting records have not been kept, or returns adequate for our audit have not been
recetved from branches not vistted by us, or

*  the financial statements are not 1 agreement with the accounting records and returns, or

*  certain disclosures of directors’ remuneration specified by law are not made, or

* we have not tecetved all the information and explanatons we require for our audit

Claak Nhomdor Ve AP

David Munton

Sentor Statutory Auditor

for and on behalf of Grant Thormton UK LLP
Statutory Auditor, Chartered Accountants
Birmingham

Date 1} Noventhet 2040
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Principal accounting policies

Basis of accounting
The financial statements are prepared under the historical cost conventon and 1n accordance with applicable
accounting standards

The prncipal accountng policies of the group are set out below

Going concemn

The group recorded a loss for the year of £13,216,905, after exceptional stems of £8,325,377 At 31
December 2009 the group had net current liabilities of £12,099,468, and a deficit to equuty shareholders'
funds of £17,494,680

The group's bank loans are subject to financial covenants, certamn of which were breached at 31 December
2009 As a result of the breach, all amounts due to the bank became repayable on demand and so have been
classified as falling due within one year i these financal statements

On 13 October 2010 the group renegotated its banking faciliues, converted £17,234,853 of loan note
poncpal and £9,431,670 of loan note accrued mterest to equity and recewed a cash injection of
£1,000,000 from 1ts man investor In addition the company issued new shares to management The
changes to the banking facthtes are summarnsed below

e the banking faclities now comprise sentor loans of £7,712,874, a mezzamne loan of £3,576,065
and a revolving credt facility of £1,500,000

e the banking facthities have been renegotiated for a pertod of 3 years to 31 December 2013 and
repayments on the sentor loans have been rescheduled and extend to 31 December 2013 The
revolving credit facility 1s repayable on 31 December 2013

e Interest rates on the sentor factlities loans and revolving credit facility were imcreased to between
3 3% and 4% over LIBOR

e the interest rate on the mezzanine facility was increased to 11 25% above LIBOR, being 6 25%
above LIBOR to be paid in cash and 5% Payment In Kind ("PIK") The loan 1s repayable in two
instalments on 30 June 2015 and 31 December 2015 and 1s secured over the assets of the group

The directors have prepared cash flow forecasts for the peniod ending 31 December 2013 ‘The forecasts
demonstrate that the group 1s able to meet 1ts liabtlities as they fall due over the next rwelve months and
therefore the financial statements have been prepared on a going concern basis  No further covenant
breaches are forecast durning the peniod ending 31 December 2013
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Principal accounting policies (continued)

Basis of consolidation

The group financial statements consolidate those of the company and of 1ts subsidiary undertakings after
eliminating intra-group transactions and balances, together with the group's share of the net assets and
results of joint ventures The results of subsidiary undertakings acquired are included 1n the consolidated
tesults from the date of acquisition, under the acquisinon method of accounting

In the company's financial statements, investments in subsidiary undertakings are stated at cost less any
provision for impatrment Dividends recetved and recervable are credited to the company's profit and
loss account

No profit and loss account 1s presented for Boat International Group Limited as perrmutted by Secton
408 of the Compantes Act 2006 The company's loss for the financial year was £3,563,636 (2008 loss of
£3,409,760)

Investments in joint ventures

Investments 1n joint ventures ate carried in the consolidated balance sheet at the group's share of therr
net assets at the date of acquisition and of thetr post-acquisttion retained profits or losses together with
any goodwll arising on the acquistion, net of amortisation The investor's share of the results 15 included
within the consolidated profit and loss

The profit and loss account also shows the group's share of the joint venture's tumover The balance
sheet shows the share 1n gross assets and gross Labilies, equatng to the net investment 1n the jomt
venture

When the group’s share of losses in a jomt venture equals or exceeds its mnterest n the undertaking, the
group continues to recognise those losses until an irrevocable event occurs that marks the investor's
irreversible withdrawal from 1ts investee as a jomt venture

Turnover

Turnover comprises the value of sales (excluding VAT and trade discounts) of the goods and services
provided durng the normal course of busmess which are recogmised on the despatch of goods or when the
relevant services are provided

Intangible assets

Goodwll

Purchased goodwill arising on acquisitions 1s the difference between the fair value of the purchase
consideration and the fair value of the group's share of the 1dentifiable assets and habilities of the
acquired bustness at the date of acquisiton Positive goodwill 1s capitalised and classified as an asset on
the balance sheet and amortised over its estmated useful life up to a maximum of 20 years Goodwill 1s
reviewed for impairment at the end of the first full financial year following each acquisition and
subsequently when necessary 1f circumstances indicate that its carrying value may not be recoverable

Other intangible assets

Titles acquired and intellectual property rights are included at cost and amortised on a straight-line basts
over their useful economic lives The carrying values of other intangible fixed assets are reviewed for
impairment when events or changes in circumstances indicate the carrying value may not be recoverable
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Principal accounting policies (continued)

Tangible fixed assets and depreciation

Tangble fixed assets are stated at cost less accumulated depreciatton  Provision 1s made for depreciation on
all tangible fixed assets, at rates calculated to write off the cost less residual value of each asset over its
expected useful life at the following rates

Leasehold property - 20% per annum on cost
Computer equipment - 50% per annum on cost
Plant and machinery - 25% per annum on cost
Fixtures and fittings - 25% per anmum on cost
Motor vehicles - 25% per annum on cost

The carrying values of tangible fixed assets are reviewed for impairment when events or changes 1n
circumstances mdicate the carrying value may not be recoverable

Operating leases

Leases where substantally all of the risks and rewards of ownership are not transferred to the group are
treated as operating leases Rentals under operaung leases are charged on a straight-ine basis over the
period of the lease

Operating lease mncentives are recogmsed on a straight-line basts, as a reduction of the rental expense over
the shorter of the lease term and the period to the first rent review when market rentals will be payable

Stocks

Stocks and work 1n progress are valued at the lower of cost and esumated net realisable value, after making
due allowance for obsolete and slow-moving ttems Costs include all direct expenditure

Deferred taxation

Deferred tax 1s recognised in respect of all aming differences that have originated but not reversed at the
balance sheet date where transactions or events have occurred at that date that will result 1n an obligation
to pay more, ot a right t¢ pay less or to recerve more, tax, with the following exceptions

- proviston 1s made for deferred tax that would arise on remuttance of the rerained earnings of
overseas subsidiartes and joint ventures only to the extent that, at the balance sheet date,
dividends have been accrued as receivable,

- deferred tax assets are recognised only to the extent that the directors consider that 1t 1s more
likely than not that there will be suitable taxable profits from which the future reversal of the
underlying uming differences can be deducted

Deferred tax 1s measured on an undiscounted basts at the tax rates that are expecied to apply in the
pertods tn which timing differences reverse, based on tax rates and laws enacted or substanuvely enacted
at the balance sheet date
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Principal accounting policies (continued)

Foreign currencies

Transactions 1n foreign currencies are translated at the exchange rate ruling at the date of the transaction,
except where the transaction 15 to be settled using a contracted rate, 1 which case that rate 1s used

Where a trading transaction 1s covered by a related or matching forward contract, the rate in that contract
ts used to translate the transactton Monetary assets and lrabilittes 1 foreign currencies are translated at
the rates of exchange ruling at the balance sheet date, except where there are related or matching forward
contracts, 1n which case the rate in that contrace ts used

The financial statements of foreign subsidiaries are translated ar the closing exchange rate at the balance
sheet date The exchange differences ansing from the retranslation of the opening net investment in
subsidiaries 1s taken directly to reserves through the statement of total recognised gains and losses

Pension costs

The group operates a defined contribution scheme 1n respect of its employees  The assets of the scheme are
held separately from those of the group The pension costs charged aganst operaung profits represent the
amount of the contributions payable to the scheme m respect of the year

Financial instruments

Financial liabilittes and equity instruments are classified according to the substance of the contractual
arrangements entered 1nto

A financial hability exists where there 1s a contractual obligation to deliver cash or another financial asset
to another entity, or to exchange financial assets or financial habiliues under potenuaily unfavourable
condiions In addition, contracts which result in the entity delivering a variable number of 1ts own equity
instruments are financial liabilittes  Shares containing such obligations ate classified as financial habilities

Finance costs and gains or losses relating to financial liabilities are included 1n the profit and loss account
The carrying amount of the habtlity 1s tncreased by the finance cost and reduced by payments made 1n
respect of that liabiity Finance costs are calculated so as to produce a constant rate of charge on the
outstanding hiability

An equity instrument 1s any contract that evidences a residual interest in the assets of the group after
deducting all of 1ts habilittes Dividends and distribunions relating to equity instruments are debited
directly to reserves
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Consolidated profit and loss account

Turnover
- continuing operations
- acquisitions

Less share of joint venture

Cost of sales

Gross profit
Distribution costs
Admunistrative expenses

Operating (loss)/profit
- continuINg operatons
- acquisitions

Share of jomnt venture operating

(loss)/profit

(Loss)/profit on ordinary activities
before interest

Interest recetvable and sumilar mncome
Interest payable and similar charges

Loss on ordinary activities before
taxation

Taxaton

Loss for the year

The profit and loss account has been prepared on the basss that all operations are continuing operations

Note

[

18

14

2009 2009 2009 2008
Befote Exceptional Total
exceptional 1tems
items (note 2)
£ £ £
10,065,057 - 10,065,057 14,242,577
1,262,994 - 1,262,994 -
11,328,051 - 11,328,051 14,242,577
(274,441) - (274,441) (544,322)
11,053,610 - 11,053,610 13,698,255
(6,822,214) (491,466) (7,313,680) (8,273,641)
4,231,396 (491,466) 3,739,930 5,424,614
(729,760) - (729,760) (786,322)
(4,592,371)  (7,833,911)  (12,426,282) (3,778,515)
(1,627,802)  (8,325,377) (9,953,179) 859,777
537,067 - 537,067 -
(1,090,735)  (8,325,377) (9,416,112) 859,777
(170,132) - (170,132) 138,445
(1,260,867)  (8,325,377)  (9,586,244) 998,222
- - - 17,476
(3,950,953) - (3,950,953)  (3,367,935)
(5,211,820)  (8,325,377) (13,537,197)  (2,352,237)
320,292 - 320,292 (369,455)
(4,891,528)  (8,325,377)  (13,216,905)  (2,721,692)

The accompanying principal accounting policies and notes form part of these financial statements
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Consolidated statement of total recognised gains and

losses
2009
£
Loss for the year (13,216,905)
Exchange difference on foreign equuty investments (88,028)
Total recogmsed losses (13,304,933)
Prior year adjustment -

Total losses recogmused since the last financial statements (13,304,933)

The finanaal statements for the year ended 31 December 2008 included a prior year adjustment to take
account of an accrual of £1,699,600 at 1 January 2008 1n respect of mterest payable on loan notes at that

date

2008

£
(2,721,692)
73,859

(2,647,833)

(1,699,600)

(4,347,433

The accompanying princtpal accounting policies and notes form part of these financal statements
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Consolidated balance sheet

Fixed assets

Intangtble assets

Tangble assets

Investment 1n joint ventures
- Share of gross assets

- Share of gross habihines

Current assets

Stocks

Debtors

Deferred tax asset

Cash at bank and 1n hand

Creditors' amounts falling due within one year
Net current (Liabihities) / assets

Total assets less current habilities
Creditots* amounts falling due after more than one year

Net habilities

Called up share capital
Share premmm account
Profit and loss account

Deficit to equuty shareholders' funds

Note

14

15

17
18
18

19

2009
£

16,718,354
528,431

193,987
(201,650)

17,239,122

293,355
2,026,705
225,878
430,038

2,975,976
(15,075,444)

(12,099,468)

5,139,654
(22,634,334)

(17,494,680)

3,763
960,300
(18,458,743)

(17,494,680)

16

2008
Restated

£

20,238,420
405,906

387,980
(225,511)

20,806,795

723,626
5,124,164
80,411
489,597

6,417,798
(4,022,987)

2,394,811

23,201,606
(27,391,353)

(4,189,747)

3,763
960,300
(5,153,810)

(4,189,747)

The financal statements were approved by the Board on 8 November 2010 and signed on 1ts behalf by

(0o —=—

A C Harns
Director

The accompanying principal accounting policies and notes form part of these financial statements
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Company balance sheet

Fixed assets
Investments

Current assets
Debtors due within one year
Debtors due after more than one year

Creditors: amounts falling due within one year
Net current assets

Total assets less current habilities

Creditors' amounts falling due after more than one year
Net habilities

Called up share capital
Share premium account
Profit and loss account

Deficat to equity shareholders' funds

Note

11

13
13

14

15

17

19

17

2009 2008

£ £
3,086,053 3,086,053
22,971,471 22,965,399
4,967,158 -
27,938,629 22,965,399
(17,690,529) (4,396,644)
10,248,100 18,568,755
13,334,153 21,654,808
(22,634,334) (27,391,353)
(9,300,181) (5,736,545)
3,763 3,763
960,300 960,300
(10,264,244) (6,700,608)
(9,300,181) (5.736,545)

The financial statements were approved by the Board on 8 November 2010 and signed on 1ts behalf by

A C Harrnis
Duirector

The accompanying principal accounting polictes and notes form part of these finanaal statements
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Consolidated cash flow statement

Note

Net cash inflow from operating activities 20

Returns on mvestment and servicing of finance
Interest recetved
Interest paxd

Net cash outflow from returns on investment and
servicing of finance

Taxation

Capital expenditure and financial nvestment
Purchase of tangible fixed assets

Purchase of intangible fixed assets

Net cash outflow from capital expenditure and
financial investment

Net cash (outflow)/ inflow before financing
Financing

Issue of shares

New bank loans and loan notes

Repayments on semor financng

Net cash inflow/(outflow) from financing

Net cash flow for the year 21

2009

£

1,709,030

(660,838)

(660,838)

(78,799)

(280,873)
(4,851,400)

(5,132,273)

(4,162,880)

5,225,000
(1,126,000)

4,100,000

(62,880)

18

2008
Restated

£

2109918

17,476
(1,150,313)

(1,132,837)

(221,443)

(414,221)
(327,282)

(741,503)

14,135

263

(735,000)

i)

(720,602)

The accompanying principal accounung policies and notes form part of these financial statements
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Notes to the financial statements (continued)

Turnover

Turnover split by geographical market (by desunation) 1s as follows

Continuing operations
United Kingdom

Rest of Europe

USA

Other

Acqusitions - USA
Jomt venture turnover — others

Exceptional operating items

Excepuonal operaung ttems include the following:

Stock provision

Impairment of intangible assets (note 9)
Bad debts written off

Provision agamnst bad debts

2009
£

2,877,900
4,697,628
1,724,021

491,067

9,790,716

1,262,994
274,11

11,328,051

19

2008

4,385,279
6,013,222
2,880,190
419,564
13,698,255

544,322

14,242,577

2009

£
491,466
7,021,528
250,000
562,383

8,325,377
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Notes to the financial statements (continued)

Operating (loss)/profit

Operating (loss)/ profit 1s arrved at after charging/ (crediting)

2009 2008
£ £

Depreciaton 151,755 116,433
Amorbsaton 1,297,938 1,173,450
Impatrment of intangible assets 7,021,528 790,327
Loss on disposal of tangible fixed assets 6,593 -
Loss on disposal of mtangible fixed assets 52,000 -
Operatng lease charges —land & buildings 415,271 30,000
Foreign exchange losses/{gains) 685,194 (28,348)
Fees payable to the company's auditor for the audit of 4,000 3,000
the financial statements
Fees payable to the company's auditor for other
services
- audit of the financial statements of substdiary 28,000 25,500
undertakings pursuant to legistation
- other services relating to taxaton compliance and 47,190 36,750
advice
- corporate finance advisory services 70,000 -

Directors’ emoluments

Remuneration was paid 1n respect of directors of the company as follows

2009 2008
£ L

Emoluments
360,737 320,547

There were 2 (2008 2) directors accruing benefits under money purchase penston schemes during
the year

The emoluments of the highest pad director were £200,278 (2008 £200,278)
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Notes to the financial statements (continued)

Staff costs

Staff costs, excluding costs relaung to directors, were as follows

2009 2008

£ £

Wages and salanes 2,889,727 3,225,873
Social secunty costs 332,780 300,335
Pension costs 43,9719 38,504
3,266,486 3,564,712

At 31 December 2009, £8,501 (2008 £3,409) of pension contributons remained outstanding
QOutstanding contributions are included within accruals and deferred income (note 14)

The average number of employees duning the period were as follows

2009 2008
No No
Editortal 23 25
Advertsing 19 22
Corporate 8 9
Events 3 4
Dugital 4 3
Marketng 1 2
58 65

Other interest receivable and similar income
2009 2008
£ L
Bank interest recervable - 17,476

Interest payable and similar charges

2009 2008
£ £
Bank interest payable 1,227,095 1,347,069
Interest payable on loan notes 2,551,331 1,843,199
Amorusation of loan arrangement costs 171,667 177,667

3,950,953 3,367,935
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Notes to the financial statements (continued)

Taxation

The tax (credit)/charge represents

2009

£
Unuted Kingdom corporation tax at 28% (2008 28%) (71,566)
Adjustment 1n respect of prior years (109,744)
Total United Kingdom current tax (181,310)

Overseas taxation 6,485
Total current tax (174,825)
Net reversal of iming differences (153,734)

Adjustment 1n respect of prior vear 8,267
Total deferred tax (145,467)
Tax on loss on ordinary activities (320,292)

22

2008

55,668
268,444

324,112

43,870

367,982

(211)
1,684

1,473

369,455

The current tax assessed for the pertod differs from the standard rate of tax as follows

2009
L
Loss on ordinary actvities before tax (13,537,197)
Loss on ordinary activittes multiplied by standard rate
of tax m the UK of 28% (2008 28%) (3,790,415)
Adjustment 1n respect of pnior years (109,744)
Expenses not deductible for tax purposes 3,169,083
Accelerated capiral allowances (15,840)
Short term uming differences (56,608)
Unhisatton of losses {(983)
Losses carned forward 616,511
Iifference in overseas tax rate 15,157
Effect of changes 1n tax rates (1,986)

(174,825)

2008
£

(2,352,237)

(658,626)
268,444
783,820
(14,830)

15,041

(26,839)
972

367,982
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Notes to the financial statements (continued)

Taxation (continued)
Deferred tax assets comprise

Amounts recogntsed

2009 2008

£ L

Capital allowances 226,182 23,803
Other short term uming differences (304) 56,608
225,878 80,411

Movements 1n deferred tax assets were as follows

2009 2008

£ £

At 1 January 2009 80,411 81,884
Adjustment to pror year (8,267) (1,684)
Deferred tax credit 153,734 211
225,878 80,411

There 1s an unprovided deferred tax asset of £530,801 (2008 £711,000) at the year end, relating to
unrchieved losses on financing activites This can be relived in the future agamnst non-trading
income 1 the subsidiary holding compantes This deferred tax asset has not been recogrused due
to uncertainty as to when this non-trading mncome will anse
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Notes to the financial statements (continued)

Intangible fixed assets

Group

Cost

At 1 January 2009
Additions
Disposals

At 31 December 2009

Amortsation

At 1 January 2009
Charge for the year
Impairment charge

At 31 December 2009

Net book value
At 31 December 2009

At 31 December 2008

Goodwill
on  Goodwill

consohd on jomnt Titles
-ation venture acquired

£ £ £
22,156,880 25,326 52,000
- - 4,851,400
- - (52,000)
22,156,880 25,326 4,851,400
2,387,242 2,532 B,
1,107,844 1,266 172,463
7,000,000 21,528 -
10,495,080 25,326 172,463
11,661,794 - 4,678,937
19,769,638 22794 52,000

24
Other

intangibles Total
£ £
411,795 22,646,001
- 4,851,400
- (52,000)
411,795 27,445,401

17,807 2,407,581
16,365 1,297,938

- 7,021,528

34,172 10,727,047
377,623 16,718,354
393,988 20,238,420

On 4 September 2009 the group acquired the trade of the Showboats International publicaton for
cash consideranon of £4,500,000 The consideration, together with the direct costs of acquisition
of {351,400 have been capitalised within tiles acquired and 1s being amorused over 1ts esumated
useful economuc life of 10 years

During the year the group's intangible fixed assets were reviewed for imparment Discounted
cash flow forecasts were prepared based on the group's cutrent results and assumung no growth in
turnover The cash flow forecasts were discounted at 14%, which represents the group's weighted
average cost of capttal An imparrment charge of £7,000,000 has been recogrused against goodwill
on consoldation following this impairment review An impairment charge of £21,528 has been
recogtused against the goodwill on joint venture
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Notes to the financial statements (continued)

25

Tangible assets
Leasehold Computer Plant and  Futures Motor

Group property  equipment  machinery and  vehicles Total

£ £ £ fings £ £

£

Cost
At 1 January 2009 89,728 231416 98,878 134,388 44,204 598,614
Additons - 191,234 21,205 64,365 4,069 280,873
Transfers - - (3,168) 3,168 - -
Disposals - (3.260) (40,177) (6,318) - (49,755)
At 31 December 89,728 419,390 76,738 195,603 48,273 829,732
2009
Depreciation
At 1 Januvary 2009 10,676 27,220 62,980 74,741 17,091 192,708
Charge for the year 16,289 75,202 17,586 31,771 10,907 151,755
Transfers - - (3,168) 3,168 - -
Dusposals - (1,151) (36,479) (5,532) - (43,162)
At 31 December 26,965 101,271 40,919 104,148 27,998 301,301
2009
Net book value
At 31 December 62,763 38,119 35,819 91,455 20,275 528,431
2009
At 31 December 79,052 204,196 35,898 59,647 27,113 405,900

2008
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Notes to the financial statements (continued)

Fixed asset investments

Shares in
Company Group
undertalkangs
£
Cost and net book value
At 31 December 2008 and 31 December 2009 3,086,053
The company holds more than 20% of the share capital of the following compantes
Country of
Company registration or Principal
mcorporation activity Shares held
Class %o
Boat Internanonal England and Holding Ordinary 100
Holdings Linuted Wales company
The company indirectly holds more than 20% of the share capital of
Boat International England and Holding Ordimnary 100
Holdings 1 Lirnted Wales company
Boat International England and Holding Ordinary 100
Holdings 2 Limuted Wales company
BIP1 Lumited England and Holding Orcinary 100
Wales company
BIP2 Lumuted England and Holding Ordinary 100
Wales company
Boat International England and Holding Ordinary 100
Publications Lirmited Wales company
Boat International Media England and Publishing Ordinary 100
Lamuted Wales
Super Yacht Media Limuted England and Publishing Ordinary 100
Wales
Edimer SAS France Publishing Ordinary 100
Boat International Media Inc USA Publishing Ordinary 100
{formerly Boat International
USA Inc)
Linkfern Limited Cyprus Publishing Crdinary 50
Edisea UUSA Inc USA Publishing Ordinary 100
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Notes to the financial statements (continued)

Stocks

Group

Firushed goods and goods for resale

2009

£

293,355

27

2008
L

723,626

The replacement cost of the above stocks would not be significantly different from the values

stated
Debtors

Amounts due within one year

Trade debtors {note 23)
Amounts due from group
undertakings

Amounts due from jomnt venture
Other debtors

Prepayments and accrued income

Amounts due after more than one year

Amounts due from group
undertakings

Group Company
2009 2008 2009 2008
Restated Restated
£ £ £ £
1,441,031 4,000,705 - -
- - 22,965,399 22,965,399
- 292,867 - -
122,368 142,728 6,072 -
463,306 687,864 - -
2,026,705 5,124,164 22,971,471 22,965,399
Group Company
2009 2008 2009 2008
£ £ £ £
- - 4,967,158 -
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Notes to the financial statements (continued)

Creditors: amounts falling due within one year

28

Group Company
2009 2008 2009 2008
Restated
£ £ £ £
Bank loans and overdrafts {note 16) 13,202,611 1,013,132 13,202,612 1,013,132
Trade creditors 1,007,268 1,408,873 - -
Amounts owed to group
undertakings - - 4,487,917 2,838,666
Amounts owed to jomt ventures - 5,940 - -
Corporation tax 87,553 341,177 - -
Other taxation and social security 258,008 163,411 - {6,071)
Other creditors 37,961 570,652 - 550,917
Aceruals and deferred income 482,043 519,802 - -
15,075,444 4022987 17,690,529 4,396,644
Creditors: amounts falling due after more than one year
Group Company
2009 2008 2009 2008
£ £ £ £
Loan notes {(note 16) 16,364,854 11864854 16,364,854 11,864,854
Bank loans (note 16) - 11,917,500 - 11,917,500
Preference shares 6,200 6,200 6,200 6,200
PIK notes (note 16) 6,263,280 3,602,799 6,263,280 3,602,799
22,634,334 27391353 22,634,334 27391353

The company has 620,000 preference shares of {001 each These were allotted on 15 December
2006 for £1 each and rank pan passu with the ordinary shares The preference shareholders are
entitled to a cumulanve participating net cash dividend i respect of each year ending on or after
31 December 2011 of 20% of the adjusted profits for the financial year, subject to the avatlability

of sufficient distnbutable reserves
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Notes to the financial statements (continued)

Borrowings

2009 2008

£ L
Amounts falling due.
in one year or less or on demand

- bank overdrafis 313,120 309,799
- bank loans 12,889,491 565,201
11 one to two years - 2,117,500
n two to five years - 6,800,000
m more than five years 23,658,132 19,497,651
36,860,743 29,290,151
less 1ssue costs (1,029,998) (1,201,665)
less included i1 creditors amounts falling due within
one year (13,202,611) (703,333)
22,628,134 27,385,153

Borrowings include the bank loans, bank overdrafts, loan notes and PIK notes Bank loans and
overdrafts mclude senior facilities of £8,667,500, a mezzanmne facihity of £3,496,992and 2
revolving loan facility of {725,000

Interest was charged on the sentor facility during the year at a rate of between 1 5% and 2 25%
above LIBOR, dependant upon covenant performance The loan was repayable i three
wnstalments per annum and commencing on 31 March 2009 and concluding on 31 Decemnber
2013 and 1s secured over the assets of the group

Interest was charged on the mezzanine facthty during the year at 10% above LIBOR The loan 1s
repayable 1n two nstalments on 30 June 2015 and 31 December 2015 and1s secured over the
assets of the group

Interest was charged on the revolving loan facility during the year at a rate of 3% above LIBOR
The loan 1s repayable on demand and 1s secured over the assets of the group

At 31 December 2009, certain financal covenants 1n respect of bank loans were breached At thus
date the bank loans technically became repayable on demand and therefore all such balances have
been classified as falling due within one year wathin these financial statements 1n accordance with
FRS25 Subsequent to the year-end the bank has warved the covenant breach (note 27) and
confirmed that the facthnes remain avalable See the Going Concern note within Accountung
Policies for further information on this refinancing

The loan notes are vartable rate unsecured loan stock due mn 2016, £17,073,870 of the loan notes
are managed by August Equity LLP and the remaimnder are with directors, [68,977 with Mr A
Harns, £45,876 with Mr D Joseph and £206,129 wath Sir David Arculus

The loan notes are shown net of £1,029,998 (2008 £1,201,665) of finanang costs which are
being amortised over 9 years

PIK (payment i1 kind) notes have been 1ssued in respect of interest accrued on loan notes
The PIK notes are unsecured and are redeemable m 2016
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Notes to the financial statements (continued)

Share capital

2009 2008
£ £
Authonsed
350,000 ordinary shares of £0 01 each 3,500 3,500
30,000 B ordinary shares of £001 each 300 300
Allotted, calied up and fully paxd
350,000 ordinary shares of £0 01 each 3,500 3,500
26,250 B ordinary shares of £0 01 each 263 263
3,763 3,763

The B ordinary shares carry no voting entittement and shareholders are not entitled to attend any
annual general meeting of the company On 2 winding up the holders of B ordinary shares rank
pan passu with the holders of ordinary shares and preference shares

Post balance sheet events

In October 2010 the Investor loan notes and accrued interest were converted to 2 C Ordnary
1p Shares and certain Management loan notes and accrued mterest of £160,982 and £143,409
respectively were converted to 6 F Ordinary 1p shares

The Management Ordinary, Preference and B Ordinary /1 shares were converted to F
Ordinary 1p shares on a one for one basis

Management then subscribed at par for 118,750 DD Ordinary 1p shares, 230,772 E Ordmary 1p
shares and 610,000 F Ordinary 1p shares paid in cash

The Investors also subscribed for 500,000 1p C ordinary shares in cash

Reserves
Group 2009 2008
Share Profit Share Profit
premium and loss ptemium and loss
account account
£ £ L £
At 1 January as previously reported 960,300 (5,153,810) 960,300 (806,377))
Prior year adjustment - - - (1,699,600)
At 1 January as restated 960,300 (5,153,810 960,300  (2,505,977)
Loss for the period - {13,216,905) - (2,721,692)
Foreign exchange differences - (88,028) - 73,859
At 31 December 960,300  (18,458,743) 960,300  (5,153,810)
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Notes to the financial statements (continued)

Reserves (continued)

31

Company 2008
Share Profit Share Profit
premium and loss premium and loss
account account
£ £ £
At 1 January as previously reported 960,300 (6,700,608) 960,300 (1,591,248)
Prot year adjustment - - - (1,699,600
At 1 January as restated 960,300 (6,700,608) 960,300  (3,290,848)
Loss for the period (3,563,636) - (3,409,760)
At 31 December 960,300  (10,264,244) 960,300  {6,700,608)
Reconciliation of movement in deficit to equity shareholders’ funds
Group Company
£ £
Defiat to equuty shareholders’ funds at 1 January {4,189.747) (5,736,545)
Loss for the financial petiod (13,216,905}  (3,563,636)
Foreign exchange differences (88,028) -
Deficit to equity shareholders' funds at 31 December (17,494,680)  (9,300,181)
Reconciliation of operating loss to operating cash flow
2009 2008
'y Restated
Operating (loss)/profit (9,586,244) 998,222
Depreciation of tangible fixed assets 151,755 116,433
Amortsaton of mtangible fixed assets 1,297,938 1,173,450
Impairment of intangible fixed assets 7,021,528 790,327
Loss on disposal of tangible fixed assets 6,593 -
Loss on disposal of intangible fixed assets 52,000 -
Decrease/ (increase) in stocks 430,271 (61,971)
Decrease/(increase) in debtors 3,097,457 (1,501,895)
(Dectrease)/increase 1n creditors (932,400) 661,345
Share of operating loss/(profit) in joint venture 170,132 (139,852)
Foreign exchange differences - 73,859
1,709,030 2,109,918
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Notes to the financial statements (continued)

Reconciliation of net cash flow to movement in net debt

Decrease 1n cash 1n the year
Change 1n debt financing

Movement in net debt in the period

Net debt at 1 January

Net debt at 31 December

Analysis of changes in net debt

AtiJanuary
2009
Restated
£
Cash 489 597
Bank overdraft (309,799
179,798

Debt due within one year
Bank loans (703,333)

Debt due after more than one year
Loan notes {(11,864,854)

Bank loans (11,917,500}
Preference shares {6,200)
PIK notes (3,602,799)

(27,391,353)

(27,914,888)

2009 2008
£ Restated
L
(62,880) (720,602)
(7,429,140) (3,039,460)
{7,492,020) (3,760,068)
(27,914,888) (24,154,820)
(35,4006,908) (27,914,888)
Cash Non-cash At 31
flow movements December
2009
£ £ £
(59,559 - 430,038
(3,321) - (313,120)
(62,880) - 116,918
400,000 (12,586,159) (12,889,492)
{4,500,000) - (16,364,854)
- 11,917,500 -
- - (6,200)
- {2,660,481) (6,263,280)
{4,500,000) 9.257,019 (22,634,334)
(4,162,880) {3,329,140) (35,406,908)

Non-cash movements represent the reclassification of bank loans due after more than one year to
debt due within one year and accrued mnterest on bank loans and PIK notes

Prior year adjustment

The balance sheet as at 31 December 2008 has been restated to correct an error relatung to the
cut-off of cash receipts and to offset bank overdrafts against cash balances 1n accordance with
the terms of banking agreements The impact of these adjustments at 31 December 2009 15 an
increase 1n trade debtors of £205,000, a decrease 1n cash at bank of £464,706 and a decrease 1n
creditors falling due within one year of £259,706 There 1s no impact on net assets at 31

December 2008 or on the loss for the year then ended
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Notes to the financial statements (continued)

Contingent liabilities

The bank holds a compostte guarantee between BIP1 Limited and BIP2 Lumuted, Boat
International Publicatons Limuted, Boat Internatonal Media Limated, Boat International Holdings
1 Lumited, Boat International Holdings 2 Limited, Boat Internatonal Holdings Limuted and Boat
International Group Limited The total indebtedness covered by the cross guarantee at 31
December 2009 amounts to £14,000,000 The bank also have a fixed and floating charge over all
the current and future assets of the company

Operating lease commitments

The group’s commutments under operating leases for the next year are for leases expiring

2009 2008
Land & Other Land & Other
Buildings Total Buildings Total
£ £ £ L L L
Within 2-5 years 156,100 - 156,100 156,100 - 156,100

The company has no operating lease commitments (2008 £nil)

Related party transactions

Related party transactions (except those with Linkfern Lirmuted) with group members are not
disclosed as 100% of the voting nights are controlled within the group and consolidated accounts

are publicly available

During the year ended 31 December 2009, the group recharged expenses of £79,018 to Linkfern
Limited and amounts due to the group from Linkfern Limited of {138,216 were provided for

During the year the group was tnvoiced £144,156 (2008 £158,528) for accountancy setvices by
Integral 2 Limuted, 2 company of which David Joseph 1s a director At the balance sheet date the
group owed £13,766 (2008 £13,590) to Integral 2 Limited

Certain loan notes are held by directors as disclosed mn note 16

Ultimate controlling party

The majonty of shares in the company are owned by funds managed by August Equity LLP

Post balance sheet events

On 13 October 2010 the group renegouated 1ts banking facihties, converted £17,234,853 of
loan note principal and £9,431,670 of loan note accrued mterest to equity and agreed a cash

njecton of £1,000,000 from 1ts main investor In additton the company ssued new shares to
management (see page 10 and note 17)




