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Report of the directors

The directors present thetr report and the financial statements of the group for the period from
incorporation to 31 March 2008

Principal activities

The company was incorporated on 12 January 2007 under the name of Castlegate 474 Lunited before
changing 1ts name by special resolution on 3 September 2007 to VSG Group Limited

The prnincipal actuvity of the company during the period was that of 2 holding company

The principal actvity of the group during the peniod was the provision of manned guarding security
services primarily to the commercial, distribution, corporate and retail sectors of commerce and industry

Business review and future developments

The trading results for the pertod and the group's financial position at the end of the period are shown 1n
the attached finanaial statements |

The directors have not recommended payment of a dividend

The group's share option scheme 1s set out 1n note 19 to the financial statements None of the directors
held options at the peniod end

The directars and their interests
The directors who served the company during the period were as follows

L K L Batwell
W R Muskin
R J Jones

R K L Franas

] Garner
M E Aldnidge

L K L Barwell, W R Muskin, R | Jones, R KX L Francis and ] Garner were all appotnted to the Board on 3
September 2007 M E Aldnidge was appointed to the Board on 24 December 2007

Castlegate Directors Limited were appointed to the Board on 12 January 2007 and resigned on 3
September 2007

Existence of branches outside the United Kingdom

Branches of the company located outside the United Kingdom exsted 1n Ireland during the period and at
the period end
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Key performance indicators
Financial
lhe Broup measures s financal performance usng the following measures

1) Growth m trnover s a key measure of the group's success in winning new business and ratamning
CASHNE custonmiers

2
-

Cash collecuon 1s an important part of cffccuve working capttal management At the panod-end
debtor days were 36 compared o a target of 37 days

3)  Operaung profir of {994,696 1s stated after bad debt charges of 13388
Non-financial
Fhe group measures s non-financial performance n scveral arcas as follows

1} The sceurng of new busingss 1s a crinical area for the business to conunuc to grow  The value of
contracts won dunng the year is therefore closdly monitored against targets by the directors . During
the vear the Ievel of new business won was marginally below target  However, new business gamns
post peniod end have been ahcad of target

2} For similar rcasons, the level of contract losses 1s also maasured aganst a sct target  Contract losses
arc categonsed mnto two areas - those under our contro] and those outside of our control  The level
of contract losses under our control was significantlv less than target, whilst contract losses outside
of eur control {customers going mto recervership or closing sites) were marginally above target

3)  The directors plan 1o expand the actuviues of the group in the dlectronte securtty market, possibly by
way of an acquisinon  This will allow a broader secunty solunon to be offered to ctents ‘The
current strategy for manned guarding will conttnue with a focus on expansion nto new geographical
markcts

4)  Lach customer has a Service Level Agreement (S1LA) against which our service delns ery 1s measured,
usually on a quarterly basts  Thesc scores are moniored by the board to ensure the compans 1s
meetmg 1t performance standards  During the year the overall SLA scores wore consistenthy above
target

Financial risk management objectives and policies

The group uscs vanous financal instruments including loans, cash and v anous 1tems such as trade
debtors and trade creditors that arise directly from its operanons  Lhe main purpose of these financial
mstruments 15 to raise finance for the company’s operatons

l he existence of these finanaal instruments CAPOSES the group to a number of financal nsks, which are
deserbed in more deratl below

The main nshs arsing trom the group's financial instruments are market nisk, cash flow interest rate nsh,
hquidin eisk and credut nsh - The direcrors review and agree pohaies for managing cach of these nsks and
thay arc summansed below

Market nsk

Marker nsk encompasses three types of nsk, bemng currency risk, fatr value intercst rate rish and price rish
The group’s policies for managing fawr valuc interest rate rsh are considered along with those for
managing cash flow interest rate nsk and are set out m the subscetion enutled "interest rate nish™ below
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Financial risk management objectives and policies (continued)

Liqudity risk
The group seeks to manage financtal nisk by ensuring sufficient liquidity 1s available to meet foreseeable
needs and to mvest cash assets safely and profitably

Short-term flextbility 1s achieved by a 7 year revolving credit facility

Interest rate risk
The group finances tts operations through a muxture of retamed profits and bank borrowings The group

exposure to mterest rate fluctuations on its borrowings is managed by the use of both fixed and floating
facilies

Credit risk
The group's princpal financial assets are cash and trade debtors

In order to manage credit risk the directors set imuts for customers based on a combmation of payment
history and third party credst references Credit limuts are reviewed by the credit controller on a regular
basis in conjuncuon with debt ageing and collecnon history

Disabled employees

Applications for employment by disabled petsons are given full and fatr consideration for all vacancies 1n
accordance with their particular aptitudes and abilies In the event of employees becomng disabled,
every effort 1s made to retrain them in order that their employment within the company may continue

It 1s the policy of the company that training, career development and promotion opportunities should be
available to all employees

Employment policy

The group gives full and far consideration to employment applications from disabled persons, the
continued employment and training of employees who become disabled, and the trating, career
development and promotion of disabled employees

The group provides employees systematcally with information of concern to them and consults its
employees or their representatives on a regular basis so that their views can be taken into account in
making decisions affectng them The group also produces a regular newsletter, achieving an awareness of
the financial and economuc factors affecting the performance of the group

Statement of directors’ responsibilities

The directors are responsible for preparing the Report of the Directors and the financial statements in
accordance with applicable law and United Kingdom Generally Accepted Accounting Practice

Company law requires the directors to prepate financial statements for each financial year Under that law
the directors have elected to prepare the financial statements 1n accordance with Untted Kingdom
Accountng Standards (Unuted Kingdom Generally Accepted Accountng Practice) 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 or loss of the company for that year In preparing these financial statements, the directors are
required to

e select swtable accounting policies and then apply them conststently,
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Statement of directors’ responsibilities {continued)

*  make judgements and estumates that are reasonable and prudent,

¢ state whether applicable UK Accounting Standards have been followed, subject to any matertal
departures disclosed and explained n the financial statements

»  prepare the financial statements on the going concern basis unless it 1s 1nappropriate to presume that
the company will continue 1n bustness

The directors are responsible for keeping proper accounting records that disclose with reasonable
accuracy at any time the financial positton of the company and enable them to ensure that the financial
statements comply with the Compantes Act 1985 They are also responsible for safeguarding the assets of
the company and hence for taking reasonable steps for the prevention and detection of fraud and other
irregularities

In so far as the directors are aware

» there 15 no relevant audit information of which the company's auditors are unaware, and

e the directors have taken all steps that they ought to have taken to make themselves aware of any
relevant audit information and to establish that the auditors are aware of that information

Charitable donations
During the pertod the group contributed £10,242 to chanties
Auditor

Grant Thornton UK LLP were appointed auditors on 7 February 2008 to fill a casual vacancy in
accordance with sectton 388(1) of the Companies Act 1985 Grant Thomton UK LLP offer themselves
for reappomtment as audttors 1n accordance with section 385 of the Companites Act 1985

BY ORDER OF THE BOARD

bao dag

R ] Jones
Secretary

Vo e Yech




o Grant Thornton

Repott of the independent auditor to the members of
VSG Group Limited (formerly Castlegate 474 Limited)

We have audited the group and parent company financial statements (the "financial statements™) of
VSG Group Limtted (formerly Castlegate 474 Lirmted) for the period ended 31 March 2008 which
comprise the principal accounting polictes, the group profit and loss account, the group and company
balance sheets, the group cash flow statement and notes 1 to 26 These financial statements have been
prepared under the accountng policies set out therein

Thus repott 1s made solely to the company’s members, as a body, 1n accordance with Section 235 of the
Companites Act 1985 Our audit work has been undertaken so that we might state to the company’s
members those matters we are required to state to them in an auditors’ 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 this report, or
for the opimons we have formed

Respective responsibilities of directors and auditor

The directors' responsibilities for preparing the Report of the Directors and the financtal statements in
accordance with United Kingdom law and Accounting Standards (United Kingdom Generally Accepted
Accounting Practice} are set out in the Statement of Directors' Responsibilities

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

We report to you our opion as to whether the financial statements give a true and fair view and are
propetly prepared i accordance with the Companies Act 1985 We also report to you whether 1n our
optnion the information given in the Report of the Directors 1s consistent with the financial statements

In addition we report to you if, in our opinion, the company has not kept proper accounung records, 1f we
have not recewved all the information and explanations we requure for our audit, or if informatuon specified
by law regarding directors' remuneration and othet transactions 1s not disclosed

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

Basis of opinion

We conducted our audit in accordance with International Standards on Audinng (UK and Ireland) 1ssued by
the Auditing Practices Board An audit includes examinauon, on a test basss, of evidence relevant to the
amounts and disclosures 1n the finanaal statements It also tncludes an assessment of the significant
estimates and judgements made by the directors 1n the preparanon of the financal statements, and of
whether the accounting polictes are appropriate to the group's and company's circumstances, consistently
applied and adequately disclosed




o Grant Thornton

Report of the independent auditor to the members of
VSG Group Limited (formerly Castlegate 474 Limited)

We planned and performed our audit so as to obtain all information and explanations which we considered
necessary in ordet to provide us with sufficient evidence to give reasonable assurance that the financial
statements are free from material misstatement, whether caused by fraud or other wrregulanty or error  In
forming our opmion we also evaluated the overall adequacy of the presentation of information 1n the
financial statements

Opinion
In our opiuon

. the financial statements give a true and fair view, in accordance with United Kingdom Generally
Accepted Accounting Practice, of the state of the group's and the parent company's affairs as at
31 March 2008 and of the group's loss for the period then ended,

" the financial statements have been propetly prepared i accordance with the Companies Act 1985,
and
. the information given 1n the Report of the Directors 1s consistent with the financial statements for

the pertod ended 31 March 2008

G&‘/ILA’- Gt L/

GRANT THORNTON UK LLP
REGISTERED AUDITORS
CHARTERED ACCOUNTANTS

Kettering I ‘ Tl 2008
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Principal accounting policies

Basis of accounting

The financial statements have been prepared under the historical cost convention and 1n accordance with
the Compantes Act 1985 and applicable United Kingdom accounting standards (United Kingdom
Generally Accepted Accounting Practice)

Basis of consolidation

The consolidated financial statements incorpotate the financial statements of the company and 1ts
subsidiary undertakings The financial statements of all group companies are adjusted, whete necessary, to
ensure the use of conststent accounting polictes  Acquusitions are accounted for under the acquistion
method

A separate profit and loss account for the parent company 15 not presented with the group financial
statements as permitted by section 230 of the Companites Act 1985

Goodwill

Purchased goodwill artsing on acquisitions ts the difference between the faur value of the purchase
constderation and the fair value of the group's share of the :dentifiable assets and liabthities of the acquired
business at the date of acqusiton Positive goodwill 1s capitalised and classified as an asset on the balance
sheet and amortised over 1ts estimated useful life Goodwall 15 reviewed for imparrment at the end of the
first full financial year following each acquusttion and subsequently when necessary 1f circumstances
indscate that its carrying value may not be recoverable

Amortisation

Amortisation 1s calculated so as to write off the cost of an asset, less 1ts estimated restdual value, over the
useful economic life of that asset as follows

Goodwall - 20 years

Turmover

The turnover 1s the revenue ansing from the sale of goods and services Itis stated net of value added tax,
rebates and discounts

Invoices are rassed mainly on a monthly basis with any over or under hours worked appropriately accrued
or deferred ‘Turnover also includes items purchased on behalf of customers and then re-charged on to

them
Fixed assets

All fixed assets are imtially recorded at cost
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Investments
Investments are stated at cost less amounts written off
Depreciation

Depreciation 1s calculated so as to wiite off the cost of an asset, less 1ts estimated residual value, over the
useful economic life of that asset as follows

Leasehold property improvements - Straight line over the life of the lease
Plant and equipment - 25% straight line

Fixtures and fittings - 10% strarght line

Stocks

Stocks are valued at the lower of cost and net realisable value, after making due allowance for obsolete
and slow moving 1tems

Leased assets

Assets held under finance leases and hire purchase contracts are capitalised 1n the balance sheet and
depreciated over thewr esumated useful economic ives The interest element of leasing payments
represents a constant proportion of the capital balance outstanding and 1s charged to the profit and loss
account over the period of the lease All other leases are regarded as operating leases and the payments
made under themn are charged to the profit and loss account on a straight ine basis over the lease term

Foreign currencies

Transactions 1n foreign currenctes are translated at the exchange rate ruling at the date of transaction
Monetary assets and labilities 1n foreign currencies are translated at the rates of exchange ruling at the
balance sheet date Foreign exchange gamns or loses are credited or charged to the profit and loss account
as they arise

Deferred taxation

Deferred tax 1s recognised 1n respect of all tmung differences that have omginated 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, or a right to pay less or to recetve more tax, with the following exceptions

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

Deferred tax 15 measured on an undiscounted basis at the tax rates that are expected to apply 1n the
pertods in which tming differences reverse, based on tax rates and laws enacted or substantively enacted
at the balance sheet date
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Financial instruments

Financial liabiliies and equity mstruments are classified according to the substance of the contractual
arrangements entered into An equity instrument 1s any contract that evidences a residual interest 1n the
assets of the entity after deducung all of 1ts financial liabidites

Where the contractual obligations of financial instruments (including share captal) are equivalent to a
stmilar debt instrument, those financial instruments are classed as financial habiliies Financial habilities
are presented as such i the balance sheet Finance costs and gains or losses relating to financial ltabilities
are included 1n the profit and loss account Finance costs are calculated so as to produce a constant rate of
return on the outstanding hability

Where the contractual terms of share capttal do not have any terms meeting the defimition of a financial
liability then thus is classed as an equity instrument Dividends and distnibutions relating to equity
mstrurments are debited direct to equuty

Share options

The company operates a share option scheme, as detailed 1n note 19 under whuch it makes equity-settled
share-based payments to certan employees Equuty-settled share-based payments are measured at fair
value at the date of grant ‘The fair value determined at the grant date of the equity-settled share-based
payments 1s expensed on a straight-line basis over the vesting period, together with a cotresponding
increase in equity, based upon the company's estimate of the shares that will eventually vest

Fair value 1s measured using an appropriate pricing model  The expected life used 1n the model has been
adjusted, based on management's best estimate, for the effects of non-transferabihity, exercise restrictions
and behavioural considerations

Where the terms of an equity-settled transaction are modified, as a mumimum an expense 1s recogrused as
if the terms had not been modified In addition, an expense 1s recognised for any increase i the value of
the transaction as a result of the modification, as measured at the date of modificaton

Where and equuty-settled transaction 1s cancelled, 1t 1s treated as if 1t had vested on the date of the
cancellation, and any expense not yet recognised for the transaction 1s recogrised immediately However,
if 2 new transaction ts substiruted for the cancelled transacton, and designated as a replacement
transaction on the date that 1t 15 granted, the cancelled and new transactions are treated as if they were a
modification of the original transaction, as described in the previous paragraph
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Group profit and loss account

Group turnover
- Acquisitions

Cost of sales

Gross profit

Other operating income and charges
Operating profit

- cormnumg operatlons
- acquisigons

Net interest and other similar charges

Loss on ordinary activities before taxation

Tax on loss on ordinary acuvites

Loss for the financial period

Note

20

Period from
incorporation to
31 March 08

£ £

56,636,088

(47,204,530)
9,431,558

(8,436,862)

(38,215)

1,032,911

994,696

(1,821,610)
(826,914)

(516,538)

(1,343,452)

The group has no recognised gains or losses other than the loss for the period as set out above

The accompanying accounting policies and notes form part of these financial statements,
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Group balance sheet

Note
Fixed assets
Intangible assets 9
Tangible assets 10
Current assets
Stocks 12
Debtors 13
Cash at bank
Creditors: amounts falling due within one year 14
Net current assets
Total assets less curtent liabihtes
Creditors: amounts falling due after more than one year 15
Provisions for habihties and charges
Deferred taxation 17
Capital and reserves
Called-up equity share capstal 19
Share premium account 20
Profit and loss account 20
Shateholders' deficit 21

These financial statements were approved by the Board of Directors and authorised for 1ssue on \L)()W (206%

They are signed on thewr behalf by

Poe-Joo

R ] Jones
Director

13

2008
£

22,354,779
1,277,807

23,632,586

41,477
14,156,896
5,776,195

19,974,568
(17,785,762)

2,188,806
25,821,392

(26,682,367)
(860,975)

(36,184)

(897,159)

431,939
14,354
(1,343,452)

(897,159)

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

2008
Note £
Fixed assets
Investments 11 1
Current assets
Debtors amounts falling due after more than one year 13 441,703
Cash at bank 4,563
446,266
Creditors: amounts falling due within one year 14 (38,189)
Net current liabilities 408,077
Total assets less current liabihties 408,078
Capital and reserves
Called-up equuty share capital 19 431,939
Share premium account 20 14,354
Profit and loss account 20 (38,215)

21 408,078

These financial statements were approved by the Board of Directors and authonised for 1ssue on 'k d\"\Q 2008
They are signed on their behalf by

Pab-da®

R J Jones
Drrector

The accompanying accounting policies and notes form part of these financial statements.
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Group cash flow statement

Net cash inflow from operating activities

Returns on investments and servicing of finance
Interest pard
Interest recetved

Net cash outflow from returns on investments
and servicing of finance

Taxatnon

Capital expenditure and financial investment
Purchase of tangble fixed assets
Sale of tangible fixed assets

Net cash outflow from capital expenditure and financial investment

Acqusitions and disposals
Purchase of subsidiary undertaking
Net ovetdraft of subsidiary undertaking

Net cash outflow from acquisitions and disposals
Financing
Recespts from borrowings

Capital elements of finance leases
Issue of shares

Net cash inflow from financing

Inctease 1n cash

15

Period from
incorporation to

31 March 08

Note £

22 4,701,541

(909,329)
64,950

(844,379)
(938,114)

(126,321)
22,871

(103,450)

(21,807,727)
(3,753,320)

(25,561,047)

27,303,877
36,104
446,293

27,786,274

22 5,040,825

The accompanying accounting policies and notes form part of these financial statements.
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Notes to the financial statements

Tumover

The turnover and profit before tax are attributable to the one prinapal acuvity of the group which was
acquired duning the year

Period from

incorporation to
31 March 08

£

United Kingdom 55,955,256
Republic of Ireland 680,832

56,636,088

Other operating charges

Period from
incorporation to
31 March 08

£
Admumstratve expenses 8,436,862

Operating profit

Operatng profit 1s stated after charging

Period from
incorporation to

31 March 08

£

Amorusation 1,216,018

Depreciation of owned fixed assets 186,904

Depreciation of assets held under finance leases and hure purchase agreements 9,840
Audttor's remuneration

Statutory audit of the financial statements 6,750

Audir of the company's subsidianies 35,750

Taxation services 6,550
Operaung lease rentals

Motor vehicles 858,522

Land and buwldings 397,539
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Particulars of employees

The average number of staff employed by the group during the financial period amounted to

Field based staff
Office staff

The aggregate payroll costs of the above were

Wages and salaries
Social secunty costs

Directors

Remuneration n respect of directors was as follows

Emoluments receivable

Emoluments of lughest paid director

Emoluments recervable

Period from
incotporation to
31 March 08

No

3,896
216

4,112

Period from
incorporation to
31 March 08

£

73,361,821
6,113,815

79,475,636

Period from
incorporation to
31 March 08

£
629,267

31 March 08
£

168,093
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Net interest and other similar charges

Bank interest receivable

On bank loans and overdrafts

Other intetest payable and sumilar charges
Fimnance costs

Taxation on ordinary activities

2) Analysis of charge in the period
Y 2 P

Current tax

UK corporation tax based on the results for the pertod at 30 %
and total current tax

Deferred tax

Origination and reversal of timning differences

Tax on loss on ordinary activities

(b) Factors affecting current tax charge

Period from
incorporation to
31 March 08

£

(64,950)
1,001,593
816,110
68,857

1,821,610

Period from
incorporation to
31 March 08

£

552,722

(36,184)

516,538

The tax assessed on the loss on ordimary activittes for the peniod 1s different to the standard rate of

corporation tax i the UK of 30% The differences are explained below

Loss on otdmnary actuvities before taxation

Loss on ordmnary activittes before taxanon multiplied by
standard rate of corporation tax

Expenses not deductible for tax purposes

Differences between capital allowances and depreciation
Marginal relief

Other uming differences

Total current tax (note 7(a))

Period from
incorporation to
31 March 08

£
(826,914)

(248,074)

484,871
18,457

(1,120)
298,588

552,722
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Loss attributable to members of the parent company

The parent company has taken advantage of section 230 of the Companies Act 1985 and not included 1ts
own profit and loss account in these financial statements The loss dealt with in the accounts of the
parent company was £38,215

Intangible fixed assets

The group Goodwill
L

Cost

Additions and at 31 March 2008 23,570,797

Amortisation

Charge for the pertod and at 31 March 2008 1,216,018

Net book amount

At 31 March 2008 22,354,779

The company had no intangible fixed assets

Tangible fixed assets

The group Leaschold
Property Plant & Fuxtures &
Improvements Equipment Fitings Total
£ £ £ £

Cost
Acqustion of subsidiary undertakings 663,263 1,342,177 290,928 2,296,368
Additions 2,369 111,087 12,865 126,321
Disposals - (65,828) (2,049 (67,877)
At 31 March 2008 665,632 1,387,436 301,744 2,354,812
Depreciation
Acqusiion of subsidiary undertakings 80,995 771,407 72,865 925,267
Charge for the period 19,365 159,362 18,017 196,744
Disposals - (44,926) (8% {45,006)
At 31 March 2008 100,360 885,843 90,802 1,077,005
Net book value
At 31 March 2008 565,272 501,593 210,942 1,277,807

Included within the net book value of £1,277,807 1s £68,059 relating to assets held under finance leases
and hire purchase agreements The deprecation charged to the financial statements in the period in
respect of such assets amounted to £9,840

The company had no tangible fixed assets
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Investments

The company

Cost and net book value
Additnons and 31 March 2008

Subsidiary
undertakings

£

1

On 3 September 2008 the company acquired the allotted share capital of the following compantes, all of
which are incorporated 1n England and Wales, all were held at 31 March 2008

Class of
share held
Subsidiary undertakings
VSG Investments Limuted Otrdinary
(formerly Castlegate 471 Lumited)
VSG Holdings Lamuted Ordinary

Vision Security Group Limited  Ordinary
V5G Staff Hire Limuted Ordinary
(formerly VSG (1) Luruted)

VSG Payroll Services Lurmuted Ordmary
(formerly VSG (2) Luruted)

Stocks

Finished goods

Proportion of

voting rights
held Nature of business
100% durect Holding company

100% tndirect Holding company

100% indirect Prowvision of manned guarding
securily services

100% indirect Provision of hired staff services
100% indirect Provision of payroll services
The The
group company
2008 2008
£ £
41,477 -
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Debtors

Trade debtors

Other debtors

Amounts owed by group undertakings falling due after more than one year
Prepayments and accrued income

Creditors: amounts falling due within one year

Bank loans and overdrafts

Trade creditors

Amounts owed to group undertakings

Corporatton tax

Social security and other taxes

Amounts due under finance leases and hure purchase agreements
Other creditors

Deferred consideration (see note 23)

Accruals and deferred income

Creditors: amounts falling due after more than one year

Bank loans
Other loans
Amounts due under finance leases and hire purchase agreements

21

‘The The
group company
2008 2008

£ £
11,191,893 -
529,818 -

- 441,703
2,435,185 -
14,156,896 441,703
The The
group company
2008 2008

£ £
1,375,717 -
1,309,765 -
- 38,189

292,015 -
6,771,725 -
17,267 -
3,327,613 -
549,273 -
4,142,387 -
17,785,762 38,189
The The
group  company
2008 2008

£ £
10,006,559 -
16,656,971 -
18,837 -
26,682,367 -

Bank loans are secured by an all asset debenture i favour of Royal Bank of Scotland ple
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VSG Group Limited (formerly Castiegate 474 Limited) and Its subsidiary undertakings 22
Financial statements for the period from incorporation to 31 March 2008

Borrowings

The The
group  company
2008 2008

£ £

Within one year or on demand

Bank overdrafts 735,370 -
Bank loans 640,347 -
Finance leases and hire purchase agreements 17,267 -

After one and within two years
Bank loans 1,140,347 -
Finance leases and hire purchase agreements 18,837 -

After two and within five years

Bank loans 4,671,040 -

After five years
Bank loans 4,195,172 -
Othet loans 16,656,971 -
28,075,351 -

Amounts due under finance leases and hire purchase contracts are secured upon the assets to which they
relate

Bank loans and overdrafts are secured by an all asset debenture i favour of Royal Bank of Scotland ple

Bank loans represent two facthties Facility A 1s repayable in half yearly instalments over the term of the
loan and attracts interest generally at 2 25% above LIBOR Facility B 1s repayable in full at the
termunatton date and attracts interest generally at 2 75% above LIBOR

Other loans represent two loans Both are repayable 1n full at the termination date and attract mterest at
10%

Provisions for liabilities and charges

The movement 1n the deferred taxation provision during the peniod was

Deferred tax
2008

£

Profit and loss account movement artsing during the pertod and provision carried forward 36,184

The provision for deferred taxation consists of the tax effect of tming differences in respect of

2008

Accelerated capital allowances 36,184
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VSG Group Limited (formerly Castlegate 474 Limited) and its subsidlary undertakings
Financial statements for the period from incorporation to 31 March 2008

Leasing commitments

23

At 31 March 2008 the group had annual commitments under non-cancellable operatng leases as set out

below
Land & Other
buildings 1tems
2008 2008
£ £
Operating leases which expire
Within 1 year 34,092 88,805
Within 2 to 5 years 28,319 556,157
After more than 5 years 302,950 -
365,361 644,962
Equity share capital
Authonsed share capital
2008
£
356,786 Ordinary shares of £1 each 356,786
109,078 Preferred ordinary shares of £1 each 109,018
465,804
Equuty shares
Allotted, called up and fully paid
2008
No £
Ordimnary shares of £1 each 327,054 327,054
Preferred ordinary shares of £1 each 104,885 104,885
431,939 431,939

Allotments during the pertod

The company made an allotment of 327,054 ordmary shares and 104,885 preferred ordinary shares at £1
per share The difference between the total consideration of £446,293 has been credited to the share

premium account (£14,354) (see note 20)

The ordinary and preferred ordinary shares rank pars passu except for differences in voung proportions
Ordinary shareholders are entitled to 0 8 of a vote 1n respect of each share held and the holders of each

Preferred ordinary share are enttled to 1 6 of a vote 1n respect of each share held
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Contingent nights to the allotment of shares

24

The company has granted options to certain employees i respect of the Ordinary £1 shares under an

approved share option scheme

The options, granted on 31 March 2008, have an exercise price of £1 and are exercisable based on certain
events occurring  Based on the company's current business plan, the eatliest exercise date 1s assumed to

be 31 March 2010

At 31 March 2008 20,811 options were outstanding at a weighted average exercise price per share of £1

The weighted average remaining contractual life 15 120 months

Movements in the number of share options outstanding at 2 weghted average exerase price of £1 are as

follows

Granted
Lapsed

Qutstanding at 31 March 2008

Exercaisable at 31 March 2008

Reserves

The group

Loss for the financial peried
Premium on allotment during the peniod

At 31 March 2008

The company

Loss for the financial period
Premium on allotment during the penod

At 31 March 2008

No. of

options

20,811

20,811

20,811

Share Profit
premium and loss
account account
£ £

- (1,343,452)

14,354 -
14,354  (1,343,452)
Share Profit
premium and loss
account account
£ £
- (38,215)

14,354 -
14,354 (38,215)
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VSG Group Limited (formerly Castlegate 474 Limited) and its subsidiary undertakings

Financial statements for the period from incorporation to 31 March 2008

Reconciliation of movements in shareholders' funds

The group

Loss for the financial period
New equuty share capital 1ssued

Closing shareholders' deficit

The company

Loss for the financial peniod
New equuty share capital 1ssued

Closing shareholders' funds

Pericd from
incorporation to
31 March 08

£

(1,343,452)
446,293

(897,159)

£

(38,215)
446,293

408,078

25
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VS8G Group Limited (formerly Castlegate 474 Limited) and Its subsidiary undertakings
Financial statements for the period from incorporation to 31 March 2008

Notes to the statement of cash flows

Reconciliation of operating profit to net cash inflow from operating activities

Operating profit
Amortsation
Depreciation
Decrease in stocks
Decrease in debtors
Increase 1n creditors

Net cash inflow from operaung activities

Reconciliation of net cash flow to movement in net debt

Increase in cash 1n the pertod
Net cash inflow from finanang
Net cash outflow from finance leases and hire purchase agteements

Movement 1n net debt i1n the period net debt at 31 March 2008

Analysis of changes in net debt

Cash at bank and 1in hand
Overdraft

Debt
Finance leases

Period from
incorporation to
31 March 08

£

994,696
1,216,018
196,744
665
(449,377)
2,742,795

4,701,541

Penod from
incorporation to
31 March 08

£

5,040,825
(27,303,877)
(36,104)

(22,299,156)

Cash flow and
at 31 March 08
£

5,776,195
(735,370)

5,040,825

(27,303,877)
(36,104)

(22,299,156)

26
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Financial statements for the period from incorporation to 31 March 2008

Acquisitions

VSG Holdings Limited and VSG Investments Limited

On 3 September 2007 the company acquired the entire ordinary share capital of VSG Investments
Limuted (formerly Castlegate 471 Limited) for a consideration of £1 1n cash  Goodwaill arising on the
acquisition of VSG Investments Limited (formerly Castlegate 471 Limited) has been capitalised

On 3 September 2007 VSG Investments Limited (formerly Castlegate 471 Lurmuted) acquured the entire
ordinary share capital of VSG Holdings Limuted and 1ts subsidiary undertakings for a consideration of

£10,974,583 1n cash, £9,700,000 in loan notes and £549,273 deferred consideration Goodwll ansing on

the acqusition of VSG Holdings Limuted and 1ts subsidiary undertakings has been capitalised

The purchase of VSG Investments Limited (formerly Castlegate 471 Lirmited) and its subsidiary

undertakings has been accounted for by the acquisition method of accounting

The consolidated profit after taxation of VSG Holdings Limited for the period from 1 Apnl 2007, the
beginning of the subsidiary's financial year to the date of acquisiion was £606,752 During this period,
turnover amounted to £ 36,640,366, operating profit amounted to £967,187 and profit before taxation
amounted to £799,866 The profit after taxation for the year ended 31 March 2007 was £571,963

The assets and liabihittes of VSG Holdings Limited and 1ts subsidiary undertakings acquired were as

follows

Fixed assets
Tangible
Intangible assets

Current assets
Stocks
Debtors

Cash

Total assets

Creditors

Bank overdraft

Trade creditors

Corporatoen tax

Social secunity and other taxes
Other creditors

Accruals and deferred income

Total liabilities

Net assets

Goodwill caprtalised

Book Other Fair
value adjustments value
£ £ £
1,371,101 - 1,371,101
6,746,066 (6,746,066) -
42,142 - 42,142
13,707,519 - 13,707,519
8,682 - 8,682
21,875,510 (6,746,066) 15,129,444
(3,762,002) - (3,762,002)
(1,463,245) - (1,863,245)
(749,775) - (749,775)
(4,465,374) - (4,465,374)
(3,076,732) - (3,076,732)
(2,826,113) - (2,826,113)
(16,343,241) - (16,343,241)
5,532,269 (6,746,066)  (1,213,797)
23,570,797

22,357,000

27
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Acquisitions (continued)

Fair value
£

Sausfied by
Issue of loan notes 9,700,000
Cash 10,974,583
Deferred consideration 549,273
Durectly attnbutable costs 1,133,144
22,357,000

‘The other adjustment relate to the original goodwall analysis on the consolidaton of Vision Security
Group Limited within VSG Holdings Limited The goodwill has now been subsumed within the goodwall
anising on the consolidation of the group headed by VSG Group Limited (formerly Castlegate 474
Limuted)

The deferred consideration 1s contingent on amounts of savings made 1 an ongong profit improvement
plan set up by the company

The subsidiary undertakings acquired during the year made the following contributions to, and utilisations
of, group cash flow

2008

£

Net cash inflow from operating activities 10,923,321

Returns on investment and servicing of finance (29,818)

Taxation (938,114)

Capital expenditure and financial investment {103,450)

Equity dividends {325,413)

Financing (3,763,572)

Increase/decrease m cash 5,762,950
Analysts of net outflow of cash in respect of the purchase of the subsidiary undertakings

2008

£

Cash at bank and 1n hand acquired 8,682

Bank overdrafts (3,762,002)

(3,753,320)

Cash consideraton (10,974,583)

(14,727,903)
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VSG Group Limited (formerly Castlegate 474 Limited) and Its subsidiary undertakings 29
Financial statements for the period from incorporation to 31 March 2008

Related party transactions

Included within other loans and accruals in creditors are the following loans made to the group from
shareholdets of the company duning the period

Loan Interest

balance at accrued at

1 March 31 March

2008 2008

£ £

Lloyds TSB Development Capital Lamuted 6,956,971 406,477
M Barwell and M Paynter as trustees 3,889,190 227,235
L Barwell 626,790 36,622
K Francis 1,855,170 108,393
B Muskin 2,333,750 136,355
R Jones 995,100 58,140
16,656,971 973,222

Included in sales 1s £117,907 (2007 - £124,030) to Northampton Rugby Football Club Limited, a
company of which Mr L. K L. Barwell 1s a director The balance outstanding at the year end was £31,301
(2007 - £26,120)

Purchases from Northampton Rugby Football Club Limuted during the year were £25,030
(2007 - £19,653) The balance owed to Northampton Rugby Football Club Limited at the year end was
£3,524 (2007 - £5,163)

Included in other debtors 15 £513,503 (2007 - £380,529) due from Hardingstone Properties Limited, a
company of which W R Muskin, R K L Francis, R ] Jones and L K L Barwell are directors

Included m rent are payments of £275,000 (2007 - £275,000) to Hardingstone Properties Linnted

Other interest recerved of £12,524 (2007 - £10,499) relates to interest recervable from Hardingstone
Propernes Liruted on the rent deposit

Contingent liabilities

During the period the group entered into an inter company composite guarantee with accession between
VSG Investments Lirmited {formerly Castlegate 471 Limuted), VSG Holdings Limited, Vision Secunty
Group Lumuted, VSG Staff Hire Limited (formerly VSG (1) Limited) and VSG Payroll Sevices Lamuted
(formerly VSG (2) Lamuted) At 31 March 2008, the potential hability of the company was £11,382,636

Capital commitments

The group had capital commutments of £170,000 at 31 March 2008




