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Directors’ report

The directors have pleasure 1n submutting their annual report and the audited financial statements for the year ended
31 December 2011

Results and dividends
The profut for the year, after taxation, amounted to £273,137 (2010 — £43,662)

We have not consolidated the results of our subsidiary, Orca Book Services Lid, 1n the accounts Orca made a profit
of £163,073 1n 2011, continuing 1ts return to profit following our purchase

The directors recommended and paid an interim dividend of £0 60 per share (2010 - £2 00) during the year

Prncipal activity and review of the business

The principal activity of the company continued to be that of book and journal fulfilment, subscriptions management,
digital printing and web hosting

The company wncreased its profit in 2011, a 4% increase 1n revenue being helped by successful cost control Cash
stood at £3 1 million at the year end (2010 - £2 4 million) and the company has no external botrowings

Our key performance indicators are revenue, profit before tax and cash flow from operating activities

Risks and Uncertainties

The main risks facing the company are the loss of clents, particularly where its clients are acquired by other
publishers, and from the e-product developments that the market 1s intreducing which will be both a threat to current
sales and an opportunity for development However, as most clients contract for 3 years or more, the company 1s able
to plan n advance for such evenis

Directors
The directors during the year were as follows

P J Helloran - Chairman
R Clayton
W G Cooper

Post Balance Sheet Events
On 6 January 2012 the company paid a dividend of £350 000 (£1 40 per share)

Disclosure of information to the auditor

So far as each person who was a director at the date of approving this report 15 aware, there 15 no relevant

audit information, being information needed by the auditor in connection with preparing 1ts report,

of which the auditor 1s unaware Having made enquinies of fellow directors , each director has taken all the steps that
he 15 obliged to take as a director in order to made himself aware of any relevant audit information and to establish
that the auditor 1s aware of that information

Auditor

A resolution to appoint Baker Tilly UK Audit LLP as the Company’s auditor will be put to the shareholders at the
forthcoming Annual General Meeting

By order of the board

Py~

W G Cooper V4
Secretary
17 August 2012




Statement of directors’ responsibilities in the
preparation of financial statements

The directors are responsible for preparmg the Directors’ Report and the financial statements 1n
accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law
the directors have elected to prepare the financial statements in accordance with United Kingdom
Generally Accepted Accounting Practice (Umted Kingdom Accounting Standards and applicable law)

Under company law the directors must not approve the financial statements unless they are satisfied that
they give a true and fair view of the state of affawrs of the company and of the profit or loss of the
company for that period

In preparing those financial statements, the directors are required to
e  select suitable accounting policies and then apply them consistently,

e  make judgements and accounting estimates that are reasonable and prudent, and

*  prepare the financial statements on the going concern basis unless 1t 1s inappropriate to presume that

the company will continue 1n business

The dnectors are responsible for keeping adequate accounting records that are sufficient to show and
explain the company’s transactions and disclose with reasonable accuracy at any time the financial
position of the company and enable them to ensure that the financial statements comply with the
Compames Act 2006 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 uregularities




Independent auditor’s report

to the members of Marston Book Services Limited

We have audited the financial statements on pages 5 to 18

The financial reporting framework that has been applied 1n their preparation 1s apphicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

This report 1s made solely to the company’s members, as a body, 1n accordance with Chapter 3 of Part 16
of the Compamies 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 1n an auditor’s repert 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 opinmions we
have formed

Respective responsibilities of directors and auditor

As more fully explamed in the Directors’ Responsibiliies Statement on page 3, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and
fair view Qur responsibility 1s to audit and express an opimon on the financial statements 1n 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

A description of the scope of an audit of financial statements 1s provided on the APB’s website at
www fre org uk/apb/scope/private cfm

Opimion on the financial statements
In our opimon the financial statements

s give a true and fair view of the state of the company’s affairs as at 31 December 2011 and of its profit
for the year then ended,

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

o have been prepared in accordance with the requirements of the Compames Act 2006

Opimion on other matter prescribed by the Compames Act 2006

In our opmion the mformation given i the Directors’ Report for the financial year for which the financial
statements are prepared 15 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 Companies Act 2006 requires us
to report to you if, in our opinicn

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

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

s certam disclosures of directors’ remuneration specified by law are not made, or

e we have not received all the information and explanations we require for our audit

Relo M W Budie e

Gregory Craig Waller (Senor Statutory Auditor)

For and on behalf of Baker Tilly UK Audit LLP, Statutory Auditor
Chartered Accountants

25 Fammngdon Street

London EC4A 4AB

PN %G— Qavy




Profit and loss account
For the year ended 31 December 2011

Turnover
Adminstrative expenses

Operating profit

Interest receivable
Interest payable

Profit on ordinary activities before taxation
Tax on profit on ordinary activities

Profit for the financial year

Continuing Operations

All of the company’s activities are classed as contimung

Total recognised gains and losses

Notes

h b

=)

2011 2010
£ £
7,272,684 7,005,815
(6,944,253) (6,977,372)
328,431 28,443
47,072 43,155
(3,526) (3,526)
43,546 39,629
371,977 68,072
(98,840) (24,410)
273,137 43,662

No separate statement of Total Recognised Gains and Losses has been presented as all such gamns and

losses have been dealt wath in the Profit and Loss Account




Balance Sheet
at 31 December 2011

Company No. 01186721

Fixed Assets
Tangible assets
Investments

Current assets

Stocks

Debtors

Cash at bank and 1n hand

Creditors amounts faliing due within one year
Net current assets

Total assets less current habihties

Creditors amounts falling due after more than one year

Provisions for habihities

Capital and reserves
Called up share capital
Profit and loss account

Shareholder’ funds

Notes

\o o

10
11

19

14

15
17

17

2011 2010

£ £

381,071 435,330
75,525 75,525
456,596 510,855
85,365 75,482
1,428,467 1,549,244
3,097,173 2,446,451
4,611,005 4,071,177
(1,282,700) (920,037)
3,328,305 3,151,140
3,784,901 3,661,995
- (4,972)
(22,800) (18,059)
3,762,101 3,638,964
250,000 250,000
3,512,101 3,388,964
3,762,101 3,638,964

Approyed and authonised for 1ssue by the board of directors on |3 Auausl- 201L

P J Holloran
Director
17 August 2012




Cash flow statement
For the year ended 31 December 2011

2011 2010
Notes £ £
Net cash inflow from operating activities 3(b) 862,837 746,879
Returns on investments and servicing of finance
Interest paid on hure purchase loans (3,526) {3,526}
Interest recerved 47,072 43,155
43,546 39,629
Capital expenditure
Payments to acquire tangible fixed assets (85,772} (128,916)
Dividends paid {150,000} (500,000)
Financmg
Capital payments on hire purchase agreements (15,889) (17,938)
Increase in cash 12 650,722 139,654
Reconciliation of net cash flow to movement in net funds
2011 2010

Notes £ £
Increase in cash 650,722 139,654
Movements in capital elements of hire purchase agreements 19,889 17,938
Movement 1n net funds 670,611 157,592
Net funds at 1 January 2,421,590 2,236,998
Net funds at 31 December 12 3,092,201 2,421,590




Notes to the financial statements
at 31 December 2011

Accounting policies
Accounting convention

The financial statements are prepared under the historical cost convention and m accordance with
applicable United Kingdom Accounting Standards

These financial statements present information about the company as an individual undertaking and not
about 1ts group, on the grounds that the results of the company are included n the consolidated financial
statements of 1ts parent company, Violia Media Services Ltd, and the company 1s therefore exempt from
preparing consolidated financial staterments under the Companies Act 2006

Client funds

The company acts as an agent 1n the warehousing and sales fulfilment of books and journals on behalf of
publishing clients  Accordingly, as 1t does not take title to the publications and operates client bank
accounts to recerve morues from the publishers’ customers and to pay the publishing chents, these
financial statements only reflect the fees and other income derived by the company from these activities
and not the gross amounts received, receivable and payable 1n respect of 1ts agency activities

Revenue Recogmition

Revenue 15 recogmsed when the provision of services 1s substantially fulfilled Where the books have
been dehivered to a reseller and the books are held by that reseller on a consignment basis, the revenue for
the services 1endered by the company 15 recogmsed either when the books are sold on by the reseller, or
when the provision of services 1s substantially fulfilled

Tangible Fixed Assels
Tangible fixed assets are iitially recorded at cost

Depreciation 1s previded on a straight line basis at rates calculated to write off the cost of fixed assets
evenly over their useful hives as follows

Plant and equipment - 3 to 5 years
Motor vehicles - 3 years
Leasehold improvements and warehouse fittings - 5 to 15 years

The carrying values of tangible fixed assets are reviewed for impairment 1n periods 1f events or changes in
circumstances indicate the carrying value may not be recoverable

Assets under construction are held at cost until such time as they are complete and brought 1nto use, at
which time they begin to be depreciated

Deferred taxation

Deferred taxation 1s recogmsed m respect of all iming differences that have onginated but not reversed at
the balance sheet date where transactions or events have occurred at that date that will result 1n an
obhgation to pay more, or right to pay less or to receive more, tax with the exception that 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 timing differences can be
deducted

Deferred tax 1s measured on an undiscounted basis at the tax rates that are expected to apply in the periods
i which timung differences reverse, based on tax rates and laws enacted or substantively enacted at the
balance sheet date




Notes to the financial statements
at 31 December 2011

Accounting policies (continued)

Stocks

Stocks are valued at the lower of cost and net realisable value
Leasing and hire purchase commitments

Assets held under finance leases, which are leases where substantially all the risks and rewards of
ownership of the asset have passed to the company, and hire purchase contracts are capitalised n the
balance sheet and are depreciated over their useful lives The capital elements of future obligations under
the leases and hire purchase contracts are included as lrabihities 1n the balance sheet

The interest elements of the rental obligations are charged 1n the profit and loss account over the perniods
of the leases and hire purchase contracts and represent a constant proportion of the balance of capital
repayments outstanding

Rentals payable under operating leases are charged 1n the profit and loss account on a straight line basis
over the lease term

Pensions

The company operates and contributes to a defined contnibution pension scheme for 1ts employees
Contributions are charged to the profit and loss account as incurred

Fixed asset investments
Fixed asset investments are imtially recorded at cost

The carrying values of fixed asset investments are reviewed for impairment in periods if events or changes
in circumstances indicate the carrying value may not be recoverable
Going Concern

The directors have reviewed cash flow forecasts and the company’s funding requirements and availability
of cash resources for the cormng year The directors remain satisfied with the company’s funding and
liquidity position and, on the basis of 1ts forecasts, have concluded that the going concern basis of
preparation continues to be approprate

Turnover

Turnover 1epresents the value of services provided to customers during the year in the ordinary course of
business, exclusive of value added tax

Turnover s attributable to the warehousing and fulfilment of books and journals and digital printing 1n the
United Kingdom




Notes to the financial statements
at 31 December 2011

Operating profit
{a}  This s stated after charging

2011 2010
£ £
Auditors’ remuneration — audit services 15,700 15,250
Depreciation - owned assets 108,317 151,362
-assets held under hire purchase agreements 31,714 31,714
Impairment of tangible fixed assets - 51,647
Operating lease rentals - equipment 211,565 231,852
-land and buildings 598,353 678,962
{(b)  Reconcihiation of operating profit to net cash inflow from operating actrvities
2011 2010
£ £
Operating profit 328,431 28,443
Depreciation and impairment charges 140,031 234,723
Increase m stocks (9,883) (27,704)
Decrease 1n debtors 120,777 394,173
Increase m creditors 283,481 117,244
Net cash inflow from operating activities 862,837 746,879
Interest receivable
2011 2010
£ £
Bank interest 42,909 41,847
Other 4,163 1,308
47,072 43,155
Interest payable
2011 2010
£ £
Finance lease mterest 3,526 3,526

10



Notes to the financial statements
at 31 December 2011

Tax on profit on ordinary activities
(2)  Analysis of charge for year

Current tax

UK corporation tax on the profit for the year
Adjustment 1n respect of prior years

Total current tax (note 6 (b))

Deferred tax

Ongination and reversal of tuming differences
Adjustment 1n respect of prior years

Total deferred tax (note 14)

Total tax charge for year

(b}  Factors affecting current tax charge/(credht) for the year

2011 2010
£ £
94,233 18,544
(134) (39,843)
94,099 (21,299)
4,743 2,005
) 43,614
4,741 45,709
98,840 24,410

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

The differences are explained below

Profit on ordinary activities before tax

Profit on ordinary activities multiplied by the standard rate
of corporation tax 1n the UK of 26% (2010 — 28%)

Effects of

Expenses not deductible for tax purposes

Difference between capital aliowances and depreciation
Other iming differences

Small compantes rate rehef

Adjustment in respect of prior years

Current tax charge/{credit) for the year (note 6 (a))

2011 2010
£ £
371,977 68,072
96,714 19,060
2,947 1,239
(4,743) 16,502
(685) (12,076)

. (6,181)

(134) (39,843)
94,099 (21,299)

1



Notes to the financial statements
at 31 December 2011

Directors and employees

a) Employee costs
2011 2010
£ £
Wages and salaries 2,152,574 2,122,507
Social security costs 194,346 196,628
Other pension costs 98,256 95,113
2,445,176 2,414,248
(b)  Average monthly number of employees
No No
Warehouse and distribution 47 47
Admnmstration 62 60
109 107
{c) Directors’ remuneration
£ £
Emoluments 69,377 68,180
Pension contributions 6,635 5,581
76,012 73,761

The number of directors for whom retirement benefits are accruing under money purchase schemes was

one (2010 one)

Directors’ remuneration shown in the financial statements 1s paid by the parent company

12
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Notes to the financial statements
at 31 December 2011

Tangible fixed assets

Leasehold Plant and Motor
improvements equipment vehicles Total
£ £ £
Cost
At | January 2011 70,246 4,060,595 27,969 4,158,810
Addinons - 85,772 - 85,772
At 31 December 2011 70,246 4,146,367 27,969 4,244,582
Depreciation
At 1 January 2011 63,707 3,632,527 27,246 3,723,480
Charge for the year 4,317 134,991 723 140,031
At 31 December 2011 68,024 3,767.518 27,969 3,863,511
Net book value
At 31 December 2011 2,222 378,849 - 381,071
At 31 December 2010 6,539 428,068 723 435,330
The net book value of assets held under finance leases at 31 December 2011 was £38,500 (2010 -
£90,214)
Fixed Asset Investments
2011 2010
£ £
Investments 1n subsidiary undertakings at cost 75,525 75,525

The nvestment in subsidiary undertakings comprises 100% of the 1ssued share capital of Orca Book

Services Linuted, a book distribution company incorporated in the UK

Stocks
2011
£
Raw matenals and consumables 85,365

2010
£
75,482

The difference between purchase price or production cost of stocks and their replacement cost 1s not

material

13
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13.

Notes to the financial statements
at 31 December 2011

Debtors
2011 2010
£ £
Trade debtors 986,381 924,761
Amount owed by parent company 72,670 107,227
Amount owed by subsidiary undertaking - 201,688
Corporation tax recoverable - 24,048
Other debtors 10,681 5,436
Prepayments and accrued income 358,735 286,084
1,428,467 1,549,244

The company acts as distribution agent for a number of publishers The company mvoices on behalf of 1its
clients for sales made to their customers Cash collected on behalf of clients 1s banked into separate trust
accounts, which are not included in these financial statements, and cash 15 remutted to clients in
accordance with contractual terms Trade debtors in these financial statements exclude these amounts The
company invoiced £45 million on behalf of its clients in 2011 (2010 £45 nmullion)

Analysis of changes In net funds

Atl Cash At 31

January Flows December

2011 2011

£ £ £

Cash at bank and m hand 2,446,451 650,722 3,097,173

Obligations under hire purchase contracts (24,861) 19,889 (4,972)

Net funds 2,421,590 670,611 3,092,201
Creditors: amounts falling due within one year

2011 2010

£ £

Trade creditors 578,031 527,600

Obligations under hire purchase contracts (note 19) 4972 19,889

Amount due to group undertaking 10,000 10,000

Amount owed to subsidiary undertaking 6,292 -

Corporation tax payable 94,233 -

Taxation and social secunity 228,228 197,506

Accruals and deferred income 360,944 165,042

1,282,700 920,037

Obligations under hire purchase contracts are secured on the assets financed under those agreements

14
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Notes to the financial statements

at 31 December 2011

Provisions for liahilities

Deferred taxation provided 1n the financial statements, at a corporation rate of 26% (2010 28%), 1s as

follows

Fixed asset uming differences

Deferred tax provision

Provision/(asset) at start of year

Deferred tax charge in profit and loss account for the year
(note 6(a))

Adjustment i respect of prior years

Provision at end of year

There are no unprovided deferred tax amounts

Share capital

250,000 ordinary shares of £1 each

Dividends

Declared and paid during the year
Equity dividends on ordinary shares
Interim for 2011 £0 60/share

2011 2010
£ £
22,800 18,059
22,800 18,059
£ £
18,059 (27,650)
4,743 2,095
(2) 43,614
22,800 18,059
Allotted,
called up and fully pard

2011 2010

£ £

250,000 250,000

2011 2010

£ £

150,000 500,000

15
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18.

Notes to the financial statements

at 31 December 2011

Reconcilhiation of shareholders’ funds and movements on reserves

At 1 January 2010
Profit for the year
Dividends

At 31 December 2010
Profit for the year
Dividends

At 31 December 2011

Financial commitments

Share Profit and Total
capital loss
account

£ £ £

250,000 3,845,302 4,095,302

- 43,662 43,662

- {500,000) (500,000)

250,000 3,388,964 3,638,964

- 273,137 273,137

- (150,000 (150,000)

250,000 3,512,101 3,762,101

The following amount 1s payable under non-cancellable operating leases in existence at 31 December

2011

Operating leases which expire i over five years

Operating leases which expire within one year
Operating lease which expire between one and five years

Land and butldings

2011 2010

£ £
457,680 408,030
Plant and machinery
2011 2010

£ £

- 21,541
224,824 209,848
224,824 231,389

16
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22.

Notes to the financial statements
at 31 December 2011

Obligations under hire purchase contracts
The matunty of these amounts 1s as follows

Armounts payable

Within one year

Between one and two years

Less finance charges allocated to future periods
Balance at 31 December

Hire purchase contracts are analysed as follows

Current oblhigations
Non-current oblhigations

Transactions with related parties

2011 2010

£ £
5,853 23,415

] 5,853
5,853 29,268
(881) (4,407)
4,972 24,861
4,972 19,889

- 4,972
4,972 24,861

Transactions with the holding company and other group companies have not been disclosed m these
financial statements 1n accordance with the exemption 1n Financial Reporting Standard 8

Contingent Liabilities

The Company 15 a member of a group VAT registration At 31 December 2010 the Company had no
potential liability under the terms of the registration as the whole of the VAT creditor was mcluded in the

Company’s Balance Sheet (2010 £ml)

Post Balance Sheet events
On 6 January 2012 the company paid a dividend of £350,000

17
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Notes to the financial statements
at 31 December 2011

Funds held for clients
At 31 December 2011 the company held £2 3M (2010 £2 7M) 1n separate designated client accounts for

1ts publishing clients This amount and the corresponding hability to clients are not included 1n the
balance sheet

Parent undertaking
The company 1s a wholly owned subsidiary of Violia Media Services Linuted, a company incorporated in
Great Britain and registered in England and Wales The company’s immediate and ultimate parent

undertaking 1s also Violia Media Services Limited The company’s financial statements are available
from 160 Milton Park, Abingdon, Oxfordshire OX14 45D

Vioha Media Services Lid 1s both the largest and smallest group for which consohdated accounts are
prepared
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