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Directors’ report

The Duirectors present therr annual report and the audited financial statements of Hospedia Limited, company
number 02841021, for the year ended 30 March 2012

Results and dividends

The Company made a loss after taxation of £0 4m for the year ended 30 March 2012 (2011 profit of £2 5m) The
Directors do not recommend the payment of a dividend (2011 £ml)

Principal activities

The pnncipal activity of the Company 15 the operation of bedside entertainment and communication units providing
audio and visual content compnsing television, radio, internet and telephony for hospital patients within the UK
The Company 1s expanding into the provision of services to hospitals using 1ts unique network of systems across the
NHS

Trading performance

Key measures used to assess performance include revenue, EBITDA pre-exceptional items (earnings before interest,
tax, depreciation, amortisation and exceptional items)

Years ended March 2012 2011 Change Change

£000 £'000 £000 %
Revenue 23,133 22,207 926 4%
EBITDA pre-exceptional items 4,081 404 3,677 910%

EBITDA pre-exceptional items 1s considered by the Directors to be a useful measure of the underlying profitability
of the business and a more relevant comparator than operating profit / loss During the year the Company has
mcreased EBITDA significantly as revenues have grown and ncreased level of autornation have resulted 1n reduced
overall costs

There 1s no charge to taxation and the Company has tax losses brought forward and over £169m of unclaimed
capital allowances available for use in future years

Balance sheet

Non current assets increased by £6 2m to £17 2m reflecting the significant levels of capital expenditure 1n the year
which exceeded the depreciation & amortisation charge for the year of £3 9m Shareholders’ funds at the end of the
year were £2 7m, after debiting the loss for the year of £0 4m

Principal risks and uncertainties
The Directors consider the key nisks facing the Company to be

Changes 1n the NHS and increasing use of mobile phenes within NHS hospitals the relaxation to mobile phone use
1n hospitals has impacted and continues to ympact the Company’s telephony revenues These now account for only
17% of total revenues (2011 22%) and the Company 1s offsetting this mmpact by focusing on the quality and
breadth of service provided to customers which means other sources of revenue (e g TV and internet packages) will
grow, and development of new services for hospitals
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Directors’ report (continued)

Reliability of ternunals as the principle source of revenues, 1t 1s ymportant that termmnals are rehable, both to enable
them to generate maximum revenues, and to ensure the patient expenence 1s goed The Company has taken steps to
increase the efficiency of its repair and maintenance process, supported by the programme of mmvestment m new
terminals

Future prospects

In the last 12 months, substantial progress has been made 1 improving the financial performance of the Company
and investing 1n new terminals to better serve patients 1n the hospitals where we operate as well as the hospitals
themselves The Directors expect to see further improvements in the conung year and the introduction of additional
products and services

Directors

The directors, who held office during the year and up to date of signing the financial statements, were as follows

TP Weil

S A McMorran
§ Johnson

R Warwick

C P Ralph

Payment of suppliers

The Company agrees terms and conditions with each of 1ts suppliers and payment 1s made accordingly The number
of days purchases outstanding at the year end was 48 days (2011 56 days) based on the average daily amount
nvoiced by suppliers to the Company during the year

Research and development

The Company invests 1n research and development to continually update the Company’s technology and systems,
and to enhance 1ts product range The amount capitahised duning the year was £0 7m (2011 £0 2m) which related
pnmanly to development of operating software to support the latest range of at-bed terminals and other simular
urts

The research costs expensed 1n the year were £63k (2011 £60k)

Employees

Hospedia aims to be an equal opportumties employer with a commitment to help people develop their potential In
relation to disabled people or munonty groups, Hospedia has a policy of giving them full and fair consideration
Employees who become disabled durning employment will be retained wherever possible and retrained 1f necessary
To further develop 1ts employees, the Company has an extensive national vocational traming program (NVQ) and 1s
engaged 1n a program to achieve Investors in People accreditation

The Directors recogmse that a key element 1n the success of Hospedia 1s the quality and the commutment of the
employees Hospedia places considerable importance on the contributions of 1ts staff and keeps them informed on
matters affecting them as employees and on the various factors affecting the peiforimance of the company This 1s
achieved through formal and informal meetings, company updates and the company 1ntranet
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Directors’ report (continued)
Directors’ mdemnity

As permitted by the Articles of Association, the Directors have the benefit of an indemmity which 1s a qualifying
third party indemmty provision as defined by Section 234 of the Companies Act 2006 The indemnity was n force
throughout the last financial year and 1s currently in force The Company also purchased and maintained throughout
the financial year Directors’ and Officers’ liability insurance in respect of itself and 1ts Directors

Disclosure of information to auditors
In so far as the directors, individually, are aware
- There 15 no relevant audit information of which the Company’s auditors are unaware, and

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

By order of the Board

C P Ralph

Durector and Company Secretary
27 June 2012
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Statement of Directors’ responsibilities

The Directors are responsible for prepanng the Directors’ Report and the financial statements 1n accordance with
apphcable law and regulations

Company law requires the Directors to prepare financial statements for each financial year Under that law the
Directors have prepared the financial statements in accordance with International Financial Reporting Standards
(IFRSs) as adopted by the European Umon 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 affairs of the Company and of
the profit or loss of the Company for that period In preparing these financial statements, the Directors are required
to

¢ select switable accounting policies and then apply them consistently,

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

»  state whether apphcable International Financial Reporting Standards (IFRSs) as adopted by the European
Union, have been followed, subject to any matenial departure disclosed and explained 1n the financial
statements, and

e prepare the financial statements on the going concern basis unless 1t 1s inappropnate to presume that the
Company will continue 1n business

The Drrectors 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 cnable them to ensure that the financial statements comply with the Companies 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 irregulanties
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Independent auditor’s report to the members of Hospedia Limited

We have audited the financial statements of Hospedia Lumuted for the year ended 30 March 2012 which comprise
the Income Statement, the Statement of Comprehensive Income, the Statement of Financial Position, the Statement
of Cash Flows, the Statement of Changes 1n Equity and the related notes The financial reporting framework that has
been applied in their preparation 1s applicable law and International Financial Reporting Standards (IFRSs) as
adopted by the European Union

Respective responsibihities of directors and auditors

As explained more fully 1n the Statement of Directors’ Responsibilities Statement set out on page 4, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair view
Our responsibahity 1s to audit and express an opamen on the financal statements 1n zccordance with applicable law
and International Standards on Auditing (UK and Ireland) Those standards require us to comply with the Auditing
Practices Board’s Ethical Standards for Auditors

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

Scope of the audit of the financial statements

An audit involves obtaiming evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from matenal nusstatement, whether caused by fraud or
error This includes an assessment of whether the accounting policies are appropnate to the company’s
circumstances and have been consistently applied and adequately disclosed, the reasonableness of sigmificant
accounting estumates made by the directors, and the overall presentation of the financial statements  In addition, we
read all the financial and non-financial information in the annual report to 1dentify matenal inconsistencies with the
audited financial statements If we become aware of any apparent matenal musstatements or inconsistencies we
consider the implications for our report

Opwion on financial statements

In our opinion the financral statements

e give a true and fair view of the state of the company’s affairs as at 30 March 2012 and of its loss and cash flows
for the year then ended,

¢ have been properly prepared 1n accordance with IFRSs as adopted by the European Union, and

* have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opimion the information given in the Directors’ Report for the financial year for which the financial
statements are prepared 1S consistent with the financial statements
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Matters on which we are required to report by exception

We have nothing to report 1n respect of the following matters where the Compames Act 2006 requires us to report to
you if, 1n our opinion

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

s the financial statements are not in agreement with the accounting records and returns, or
e certain disclosures of directors’ remuneration specified by law are not made, or

+ we have not received all the information and explanations we requre for our audit

Mark Jordan (Senlor Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors

1 Embankment Place, London WC2N 6RH

27 June 2012



Income statement

Jor the year ended 30 March 2612

Note

Revenue 1
Costs

Staff costs, travel, subsistence and
agency costs
Telecoms and other service related costs

Infrastructure support costs

Raw materials and consumables used

Other operating expenses

EBITDA* 2.5

Depreciation and amortisation

Operating loss
Finance {costs) / income 6

{Loss)/ profit before taxation
Taxation 7

Retained (loss) / profit for the year

Hospedia Limited
Annual report and financial statements

Statement of comprehensive income

(Loss) / profit per above income statement

Total comprehensive (loss) / profit for the year

30 March 2012
2012 2011
Pre-  Exceptional Total Pre- Exceptional Total
exceptional items exceptional items
itemns (note 5) 1tems (note 5)
£000 £000 £'000 £000 £'000 £000
23,133 - 23,133 22,207 - 22,207
(12,564) (290) (12,854) (15,078) - (15,078}
(2,474) - (2,474) (2,328) - (2,328)
{1,890) - (1,890) (2,38D) - (2,381)
(418) - (418) (575) - (575
(1,706) (52) (1,758) (1,41) (695) (2,136)
4,081 (342) 3,739 404 (695) (291)
(3,900) - (3,900) {4,255) - (4,255)
181 (342) (161) (3,851) (695)  (4,546)
(276) - (276) (170) 7,228 7,058
95) (342) 437 (4,021) 6,533 2,512
(95) (342) 437 (4,021) 6,533 2,512
2012 2,011
£'000 £0600
37 2,512
(437 2,512

* Earmings before interest, taxation, depreciation and amortisation

The notes on pages 11 to 26 are an itegral part of these financial statements




Hospedia Limited
Annual report and financial statements

30 March 2012
Statement of Financial Position
asat 30 March 2012
Note 2012 2011
£°000 £7000
Non-current assets
Property, plant and equipment & 16,318 10,625
Intangible assets 9 834 451
17,152 11,076
Current assets
Inventories io 112 150
Trade and other receivables i1 1,948 1,846
Cash 12 1,778 1,391
3,838 3,387
Total assets 20,990 14,463
Equity and Liabilities
Current habilities
Trade and other payables 13 10,702 10,689
Obligations under finance leases 16 2,030 118
12,732 10,807
Non-current habihties
Obligations under finance leases 16 5,326 287
Provisions for other liabilities and charges 15 235 235
5,561 522
Total habilities 18,293 11,329
Shareholders’ funds
Share capital 18 2,400 2,400
Share premium account 93 93
Retained camings 204 641
Shareholders’ funds 2,697 3,134
Total shareholders’ funds and habilities 20,990 14,463

The notes on pages 11 to 26 are an integral part of these financial statements

These financial statements on pages 8 to 26 were approved by the board of Directors and authorised for 1ssue on
27 June 2012 and were signed on its behalf by

N

TP Well
Durector
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Statement of Cash Flows
Sfor the year ended 30 March 2012
Note 2012 2011
£000 £000
Cash flows from operating activities
(Loss) / profit for the year 437 2,512
Adpustments for:
Depreciation & amortisation 3,900 4,255
Interest paid (276) (170)
Working capital movements
Decrease / (increase) in recervables (102) (38)
(Increase) / decrease 1n inventories 38 20
Increase / (decrease) n payables 12 (66)
Increase / (decrease) wn leastng - (109)
Finance costs 276 170
Net cash flows from operating activities 3,411 6,574
Cash flows from investing activities
Purchase of property, plant and machinery 8 (1,253) (5,028)
Purchase of intangible assets /] (705) (235)
Net cash flows (used in} investing activities (1,958) (5,263)
Cash flows from financing activities
Caprtal element of finance lease repayments (1,066) (117)
Net cash flows (used in) financing activities {1,066) (117)
Net increase in cash, cash equivalents and bank overdrafts for the year 387 1.194
Cash and cash equivalents for the start of the year 1,391 197
Cash and cash equivalents at the end of the year 12 1,778 1,391




Statement of changes in shareholders’ equity

Sor the year ended 30 March 2012

Balance at 26 March 2010
Total comprehensive income / (loss) for the year

Balance at 25 March 2011
Total comprehensive loss for the year

Balance at 30 March 2012

Hospedia Limited
Annual report and financial statements

30 March 2012

Share Share Retained Hedging Total
capital premmum earnings  reserve

{note 18)

£'000 £'000 £000 £'000 £000

2,400 93 (1,871 90 712

- - 2,512 (90) 2,422

2,400 93 641 - 3,134

- - 437 - 437)

2,400 93 204 - 2,697

10
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Notes (forming part of the financial statements)

1 Accounting policies

Hospedia Limited (the “Company”) is a hmited company registered in the United Kingdom

Basis of preparation

The financial statements are presented 1n sterling, rounded to the nearest thousand unless otherwise indicated They
are prepared under the histoncal cost convention as modified by financial assets and habilities (including derivative
mstruments) being shown at fair value and on a going concern basis

The Company takes advantage of section 390 of the Companies Act 2006 and prepares financial statements to the
last Fnday of the financial year without changing 1ts 31 March accounting reference date The 2012 financial
statements are drawn up to 30 March 2012 (2011 25 March 2011)

The Company financial statements have been prepared 1 accordance with Intemational Financial Reporting
Standards as adopted by the European Umon (IFRSs as adopted by the EU), IFRIC Interpretations and the
Compames Act 2006 applicable to companies reporting under IFRS The financial statements have been prepared
under the histoncal cost convention

The accounting policies set out below have, unless otherwise stated, been applied consistently in these financial
statements

Going concern

The financial staternents to 30 March 2012 show that the Company generated a pre-exceptional loss of £95k and had
net assets of £2 Tm

The Company 1s reliant on the continued support of 1ts parent and 1ts investors for financing tts balance sheet,
working capital requirements and its planned growth strategy and they have confirmed that 1t 1s their present
ntention to continue to provide such support for at least 12 months from the signing of the finaneial statements

Principal accounting policies

The preparation of financial statements in conformity with IFRSs requires management to make judgements,
estumates and assumptions that affect the reported amounts of assets and liabilines, income and expenses during the
reporting penod  Although these judgements and assumptions are based on the Directors’ best knowledge of the
amount, events or actions, actual results may differ from those estimates

Significant accounting judgements, estunates and assumptions

The key assumptions concerming the future, and other key sources of estimation uncertainty at the balance sheet
date, that have a significant nsk of causing a matenal adjustment to the carrying amounts of assets and liatulities
within the next financial year are discussed below

Impairment of property, plant and equipment

The Company determines whether property, plant and equipment are ympaired at least on an annual basis
Thrs requires an estimation of the ‘value 1n use’ of the cash-generatmg units (hospital site) to which the
tangible fixed assets are allocated Estimating a value in use amount requires rmanagement to make an
estimate of the expected future cash fiows from the cash-generating unit and also to choose a sunable
discount rate in order to calculate the present value of those cash flows Movement by 1% on the discount
rate results 1n a movement of £50,000 1n the present value but has little impact on impairment

11
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Notes (continued)

1. Accounting policies {continued)
Deferred tax assets

Deferred tax assets are recognised for all unused tax losses to the extent that it 1s more likely than not that
taxable profit will be available agamst which the losses can be utilised Management judgement 1s required
to determune the amount of deferred tax assets that can be recogmised, based upon the hkely timing and
level of future taxable profits

Property, plant and equipment
Owned assets

Items of property, plant and equipment are stated at cost, or at deemed cost, less accumulated depreciation and
impairment losses (see impairment policy below) Cost comprises the purchase price and directly attributable costs,
for example, mtial dehvery and handling costs Where parts of an item of property, plant and equipment have
different useful lives, they are accounted for as separate 1tems of property, plant and equipment

Subsequent costs are included 1n the asset’s carrying amount or recogmsed as a separate asset, as approprate, only
when 1t 1s probable that future economic benefits associated with the item wall flow to the Company and the cost of
the 1tem can be measured reliably All other repair and maintenance costs are charged to the income statement
dunng the financial period in which they are incurred

Leased assets

Leases 1n terms of which the Company assumes substantially all the nsks and rewards of ownership are classified as
finance leases The assets are depreciated over the shorter of the lease term and their useful lives Obligations under
such agreements are included 1n payables net of the finance charge allocated to the future periods The finance
element of the rental payment 1s charged to the income statement so as to produce a constant periodic rate of charge
on the net obhigation outstanding m each period

Depreciation

Depreciation 1s charged to the income statement on a straight-line basis over the estimated useful lives of each part
of an item of property, plant and equpment to write off the cost less estimated residual value Assets 1n the course
of construction are not depreciated The estimated useful hives are as follows

Leasehold improvements Over the term of the lease
Plant and machinery, including computer equipment 2 — 10 years

Fixtures and fittings 4 — 10 years

Motor vehicles 4 years

A proportion of one year’s depreciation is charged in the year the asset comes into service or 1s sold Residual
values and useful hives are reviewed and adjusted 1f appropnate at least at each balance sheet date

12
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Notes (continued)

1. Accounting policies (continued)
Infangible assets - research and development

In accordance with IAS 38, research costs are recognised as expenses when incurred  Costs incurred on
development projects (relating to the design and testing of new or improved products) are recognised as intangible
assets when the following critena are fulfilled

- 1tis techmeally feasible to complete the intangible asset so that 1t will be available for use,

- management intends to complete the intangible asset and use or sell 1t,

- there 15 an ability to use or sell the intangible asset,

- 1t can be demonstrated how the tangible asset will generate probable future econornuc benefits,

- adequate techmcal, financial and other resources to complete the development and to use or sell the

intangible asset are available, and
- the expenditure attnbutable to the intangible asset during 1ts development can be rehably measured

Other development expenditures that do not meet these cntena are recogmsed as an expense as incurred
Development costs previously recognised as an expense are not recogmsed as an asset in a subsequent period

Development costs for internally gencrated intangible assets are capitalised at cost, provided the products created as
a result of the development are likely to bring the Company economic benefits If the cnteria for recogmition as
assets are not met, the expenses are recogmsed n the income statement in the year which they are incurred The
expenditure capitalised includes the cost of matenals, direct labour and separately 1dentifiable overheads The costs
are amortised using the straight line method over the expected useful life of the product developed — generally
between 1 and 5 years Capitalised development expenditure 15 stated at cost less accumulated amortisation and
impairment losses

Amortisation

Amortisation 1S charged to the income staternent on a straight-line basis over the estimated useful lives of the
intangible assets

The estimate useful lives are as follows

Internally generated intangible assets 1-5 years
Residual values and useful lives are reviewed and adjusted 1f appropnate at each balance sheet date

Impatrment

The Company assesses at the end of each reporting period whether there 1s objective evidence that a financial asset
1s impaired A financial asset 1s impaired and impairment losses are incurred only 1f there 1s objective evidence of
impairment as a result of one or more events that occurred after the 1mitial recognition of the asset (a ‘loss event’)
and that loss event {or events) has an impact on the estimated future cash flows of the financial assets that can be
rehiably estimated

An impairment loss 1s recognised whenever the carrying amount of an asset or its cash-generating unit exceeds 1ts
recoverable amount  Impairment losses are recogmised 1n the mcome statement  Lmpairment losses recogmsed 1n
respect of cash-generating units reduce the carrying amount of assets i the unit on a pro rata basis

Reversals of impairment

Animparrment loss 1s reversed 1f there has been a change 1n the estimates used to determine the recoverable amount
An impairment loss 1s reversed only to the extent that the asset’s carrying amount does not exceed the carrying
amount that would have been determined, net of depreciation or amortisation, 1f no rmpairment loss had been
recognised

13
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Notes (continued)
1 Accounting policies {continued)

Trade and other recervables

Trade and other recervables are stated imtially at fair value and subsequently measured at amortised cost less
provision for impairment

Inventories

Inventones are stated at the lower of cost and net realisable value Net realisable value 1s the estimated selling price
in the ordinary course of business, less the estimated costs of completion and selling expenses

The cost of inventones 1s based on the first-in first-out principle and includes expenditure incurred 1n acquiring the
inventories and bringing them to their existing location and condition

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits Bank overdrafts that are repayable on demand
are included as a component of cash and cash equivalents for the purpose of the statement of cash flows

Trade and other payables

Trade and other payables are stated at fair value and subsequently measured at amortised cost using the effective

wnterest method (1f material), less provision for impairment

Financral assets and liabilities

Financial assets and habilities held for trading are held at fair value 1n the balance sheet with fluctuations in value
taken to the income statement

All other financial assets and habilities are held at amortised cost and fluctuations 1n value are taken to the thcome
statement

Revenue

Revenue, which excludes value added tax and similar sales based taxes, represents sales to external customers of
services and 1s recogmsed as follows

¢  Prepaid card revenue 1s recogmsed as it 1s utilised by the customer
¢ Incomuing call revenue 1s recogmised as utilised by the customer net of the telecom provider’s costs

* Revenues denved from providing services such as advertising are recogrused over the period the
service 15 provided

e Deferred income 1s released to the income statement on a percentage complete basis according to
contract length or performance criteria

14
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Notes (continued)
1 Accounting policies (contintued)

Foreign currency transactions

Transactions 1n foreign currencies are translated at the foreign exchange rate ruling at the date of the transaction
Monetary assets and habihities denominated 1n foreign currencies at the balance sheet date are translated to pounds
sterling at the foreign exchange rate ruling at that date Foreign exchange differences ansing on translation are
recognised 1n the income statement Non-monetary assets and liabilities that are measured 1n terms of a histoncal
cost n a foreign currency are translated using the exchange rate at the date of the transaction Non-monetary assets
and habilities denominated in foreign currencies that are stated at fair value are translated to pounds sterling at
foreign exchange rates ruling at the dates the fair value was determined

Operating lease payments

Payments made under operating leases are recognised 1n the income statement on a straight-hine basis over the term
of the lease Lease incentives received are recogmsed 1n the mcome statetment over the life of the lease as an integral
part of the total lease expense

Pensions

The Company made contnbutions to a defined contnibution pension scheme for one of the directors For all
other employees the Company operates an approved Stakeholder Pension Scheme to which the Company does not
contnbute

Provisions

Provisions are recognised when the Company has a present legal or constructive obligation as a result of past events,
1t 1s probable that an outflow of resources will be requured to settle the obligation, and the amount has been reliably
estimated Provisions are not recogntsed for future operating losses

Net financing costs

Net financing costs compnse nterest payable on borrowings calculated using the effective interest rate method and
interest receivable on funds invested In calculating the effective interest rate, finance costs associated with the
1ssue of debt are deducted from the proceeds of the 1ssue and charged to the income statement over the term of the
debt on a level yield to matunty basis

Interest income 1s recogmsed 1n the income statement as 1t accrues, using the effective interest method

Capital risk management

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a going
concern 1 order to provide returns for shareholders and benefits for other stakeholders and te maintain an optimal
capital structure to reduce the cost of capatal

In order to mantain or adjust the capital structure, the Company may adjust the amount of dividends paid to
shareholders, return capital to sharcholders, 1ssue new shares or sell assets to reduce debt

Exceptional items

Exceptional tems comprise those that arc by therr nature large, unusual and non recurning items (see note 5 for more
detail)

15
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Notes (continued)

1 Accounfing policies (continued)

Taxation

Income tax on the profit or loss for the year compnses current and deferred tax Income tax 1s recognised in the
Income statement except to the extent that it relates to items recogmised directly in equity, in which case 1t 1s
recognised 1n equity

Current tax 1s the expected tax payable on the taxable income for the year, using tax rates enacted or substantively
enacted at the balance sheet date, and any adjustment to tax payable 1n respect of previous years

Deferred tax 1s provided using the balance sheet liability method, providing for temporary differences between the
carrying amounts of assets and lhabihiies for financial reporting purposes and the amounts used for taxation
purposes The following temporary differences are not provided for the initial recogmtion of assets or habilities
that affect neither accounting nor taxable profit, nor differences relating to 1nvestments in subsidiaries to the extent
that they will probably not reverse 1n the foreseeable future The amount of deferred tax provided 1s based on the
expected manner of realisation or settlement of the carrying amount of assets and habilities, using tax rates enacted
or substantively enacted at the balance sheet date

A deferred tax asset 15 recognised only to the extent that 1t 1s probable that future taxable profits will be available
against which the asset can be utilised Deferred tax assets are reduced to the extent that it 15 no lenger probable that
the related tax benefit wall be realised,

New IFRS accounting standards and interpretations adopted

During the pertod ended 30 March 2012, the following International Financial Reporting Standards (IFRS),
International Accounting Standards (IAS) or amendments, and terpretations by the IFRS Interpretations
Commuttee (IFRIC) were applicable to the Company for the first ttime None of the pronouncements had a matenal
impact on the results, assets or habihities of the Company

IAS 24R Related party disclosures (effective 1 January 2011)

Amendment to IFRIC 14 on prepayments of a mmnimum funding requirement (effective 1 January 2011)
Amendment to IFRS 1 on comparative IFRS 7 disclosures (effective 1 July 2010)

Annual improvements 2010 (effective 1 January 2011)

New IFRS accounting standards and interpretations not yet adopted

The standards and interpretations listed below were not effective for the period ended 30 March 2012 None of these
standards and interpretations listed below are expected to have a matenal impact on the results, assets or liabilities
of the Company

IFRS 9 on financial mstruments (effective 1 January 2015)

Amendment to IFRS 7 on disclosures for transfer of financial assets (effective 1 July 2011)
Amendment to IAS 12 on deferred tax on recovery of underlying assets {effective 1 January 2013)
IFRS 10 on consolidated financial statements {(effective 1 January 2013)

IFRS 11 on joint arrangements (effective 1 January 2013}

IFRS 12 on disclosures of interests 1n other entities (effective 1 January 2013)

IFRS 13 on fair value measurements {effective 1 January 2013)

1AS 27 on separate financial statements (effective 1 January 2013)

IAS 28 on investment 1n associates and joint ventures (effective 1 January 2013)

Annual improvements 2011 (effective 1 January 2013)
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Notes (continued)
2 Operating loss
2012 2011
Thas 1s stated after chargimg: £000 £000
Fees payable to the Company's auditor for the statutory audit 35 20
Depreciation and amortisation
- Property, plant and equipment 3,577 4,033
- Development costs 322 222
Operating lease rentals
- Hire of plant and machinery 20 38
- Other operating leases 486 382
3 Directors’ emoluments
2012 2011
£'000 £000
Salary 438 619
Pension contributions 23 23
Compensation for loss of office - 30
461 672

The aggregate of emolurnents of the highest paid director was £280k (2077 £411k) The number of directors
recerving retirement benefits was 1 (2077 1)

4 Staff costs

2012 2011
£'000 £'000

Aggregate payroll costs
Wages and salaries 11,209 13,566
Social secunty costs 882 1,000
Pension contributions 23 23

12,114 14,589

Average number of persons employed by the Company (ncluding directors) during the year Number Number

Customer facing staff 446 774
Support/administration staff 168 159
614 933
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Notes {continued)

5 Exceptional items

Operating
Redundancy costs
Refurbishment costs
Restructuring costs

Financing
Debt to Hospedia Group Linmited waived

Redundancy

Hospedia Limited
Annual report and financial statements

30 March 2012
2012 2011
£'000 £000
290 445
52 -
- 250
342 695
- 7,228

A charge of £290k (2011 £445k) was recognised for a major structural reorganisation

Refurbishment costs

A charge of £52k was recognised in respect of the dilapidations on cessation of the tenancy for part of the area

occupied by the call centre

0 Finance costs

Bank charges
Bank interest received

Fiance lease interest

2012 2011
£'000 £000
40 125
(40) -
276 45
276 170
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30 March 2012

Notes (continued)

7 Taxation

2012 2011
£000 £'000

Taxation expense for the financial year
Current tax - -
Deferred tax - -
Tax reconciliation 2012 2011
£'000 £000
(Loss)/ Profit before taxation 437) 2,512
Tax calculated at 26% (2011 28%) rate standard UK corporation tax rate (114) 703
(Income) / expenses not {taxable) / deductible for tax purposes 1 (1,952)
Accelerated capital allowances 930 1,129
Other timing differences 7 120
Utilisation of losses brought forward (824) -

Total taxation expense - -

The Company has unrecogmised deferred tax assets mm respect of trading losses of approximately £2 3m (2011
£34m) In addition the Company has unrecogmsed deferred tax assets in respect of capital allowances of
approximately £37 Om (2011 £40 5m) Forecasts indicate that with the utihsation of these losses and the utilisation
of the capital allowances pool, the Company will not be paying tax for the medium term

The current UK tax regime pernuts trading losses to be carried forward for utihsation agaimst future profits of the
same trade No tirne hmit 1s set for such utifisation

From 1 Apnl 2011, the UK Corporation tax rate reduced from 28% to 26% In addition to this, a resolution passed
by Parhament on 26 March 2012 further reduced the main rate of Corporation tax to 24% from 1 Apnl 2012 A
number of further changes to the UK Corporation tax system were announced m the March 2012 UK Budget
Staternent Legislation to reduce the man rate of corporation tax from 24% to 23% from 1 Apnl 2013 1s expected to
be included 1n the Finance Act 2012 Further reductions to the main rate are proposed to reduce the rate 10 22% from
1 Apnl 2014 As the company has no deferred tax assets or habilities, the changes to tax rates announced n the
2012 budget do not tmpact the financial statements
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Notes (continued)

8 Property, plant and eqmpment

Cost

At 26 March 2010
Additions
Retirements

At 25 March 2011
Additions

At 30 March 2012

Depreciation

At 26 March 2010
Provided for in the year
Retirements

At 25 March 2011
Provided for in the year

At 30 March 2012

Net book value

At 30 March 2012
At 25 March 2011

At 26 March 2010

Motor
Vehicles
£'000

131

131
229

360

Leasehold Plant and
improvements machinery
£'000 £'000

- 142,553

439 4,616

- (4,662)

439 142,507

- 9,034

439 151,541

- 133,145

79 3,887

- {4,662)

79 132,370

89 3,354

168 135,724

27N 15817

360 10,137

- 9.408

The net book value of the plant and machinery held under finance leases includes

Bedside terminals and telecommunications equipment

Motor vehicles (commercial vans)

Hospedia Limited
Annual report and financial statements

Fixtures
and fittings
£000

408
90

(17

481
7

488

402

(N

408

434

54
73

=

2012
£'000

7,750
176

7,926

30 March 2012

Total
£000
143,092

5,145
(4,679

143,558
9,270

152,828

—_—

133,579
4,033
(4,679)

132,933
3,577

136,510

16,318
10,625
o513

2011
£000

376
56

432
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Notes (continued)

9 Intangible assets

[ntangible assets are comprised of intemally generated caputalised development expenditure

2012 2011
£'000 £'000
Cost
Opening balance 6,920 6,685
Additions 705 235
7,625 6,920
Accumulated amortisation
Opening balance 6,469 6,247
Charged 312 222
6,791 6,469
Net book valice 834 451

These internally generated assets ansing from the capitalisation of qualifying development expenditure have a finite
expected useful life of 3 years from the date the asset came nto use Capitalised development expenditure 15
amortised on a straight line basis
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Notes (continued)
10 Inventories
2012 2011
£000 £000
Finished goods 112 150
The value of fimshed goods charged to the income statement 1n the year was £288k (2011 £440k)
11 Trade and other receivables
2012 2011
£'000 £'000
Current
Trade receivables 503 737
Non-trade receivables 252 11
Prepayments and accrued income 1,193 1,098
1,948 1,846
12 Cash and cash equmivalents
2012 2011
£'000 £000
Cash at bank and 1n hand 1,778 1,391
13 Trade and other payables - current
2012 2011
£'000 £000
Trade payables 2,007 2,100
Amounts owed to parent company 6,280 4917
Non-trade payables 268 653
Accruals and deferred income 2,147 3,019
10,702 10,689

Amounts owed to parent company are non interest bearing, non secured and payable on demand
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Notes (continued)

14 Financial instruments

Liguidity rish

Cash flow forecasting 15 regularly performed to momtor the Company’s hquidity requirements to ensure 1t has
sufficient cash to meet operational needs while mantaining sufficient headroom

Credit Risk

Credit nisk 1s assessed as low for the Company given 1ts revenue flows are generated from cash sales from multiple
customers and a fully licensed telecoms operator Due to the nature of the Company’s activities a significant
proportion of services provided are pawd for in advance, and payments for incoming calls are settled to an agreed
terms by the service provider At 30 March 2012 the Jevel of recervables classified as past due was insigmificant

Fair values

The fair value of financial assets and habilities at 30 March 2012 approximated to their book value

Interest rate risk

At 30 March 2012 the Group’s indebtedness consisted of finance leases which are subject to fixed nterest rates
Foreign currency risk

The Company’s functional and presentational currencies are GBP (pound sterling) The Company 15 exposed to
foreign exchange nisk because some of 1ts purchases are denominated 1n currencies other than GBP It 1s therefore
exposed to the nsk that movements 1in exchange rates will affect both 1ts net income and financial position, as
expressed in GBP

Hospedia’s foreign currency exposure arises from

) Highly probable forecast purchase transactions denormunated 1n foreign currencies
. Firm commitiments denomunated in foreign currencies, and
. Monetary items (mainly trade payables and bank account) denomunated in foreign currencies

Hospedia Limuted 1s exposed to GBP/USD nisk

Of the total cash outflows, 22% was denominated in USD, nearly all of which related to capital equipment and the
Drrectors do not currently intend to hedge this exposure
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Notes (continued)

15 Provisions for other habilities and charges ;
Total ;
£°000 ’

At 25 March 2011 235 [
|
At 30 March 2012 235

The provision relates to dilapidations on the head office premuses that were capitahsed at the start of the lease 1n
June 2010 The provision 1s due for settlement 1n June 2015

16 Fmance lease habilities

2012 2011
£'000 £000
Gross leased habilities
Within one year 2,610 163
Between two and five years 5,978 362
Future interest (1,232) (120}
7,356 405
Present value of finance lease habilities
Within one year 2,030 118
Between two and five years 5,326 287
71,356 405

A comprehensive all monies debenture has been provided to the finance lessor which includes fixed and floating
charges over substantially all of the assets and revenues of the Company
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Notes (continued)
17 Called up share capital

2012 2011

£000 £000
Authorised
2,400,000 ordinary £1 shares 2.400 2,400
Allotted and fully paid
2,400,000 ordinary £1 shares 2.400 2,400

18 Capital commitments

At the year end commutments for property, plant and equipment expenditure for which no provision has been made

n the financial statements amount to £Nil (2011 £0 5m)

19 Operating leases

The future aggregate mimmun lease payments under non-cancellable operating lease rentals are payable as follows

2012 2011

£'000 £'000

Less than one year 339 399
Between one and five years 508 825
847 1,224

Lease commutments disclosed above reflect actual amounts payable under operating lease agreements
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Notes (confinued)

20 Related party transactions

The Company charged to 1its income statement £28k (2011 £14k) n respect of the management services and
expenses provided by 1ts ultimate parent company The amount of £6,280k (2011 £4,917k) was owed to Hospedia
Holdings Linuted the Company’s immediate parent at the year end

Durmg the year key management personnel (including executive directors), recerved the following compensation

2012 2011

£'000 £000

Short-term employee benefits 1,107 1,289
Post-employment benefits 22 22
Termination benefits 30 30
1,159 1,341

The Company purchased services from an entity, which was for part of the year, related to two members of key
management personnel (who each held 1/3™ of that company’s share capital), on commercial arms length terms

In December 2010 they disposed of these shareholdings and the entity 1s deemed to be related until December 2011
Purchases from the related entity in the period to 31 December 201 | were as follows

2012 2011

£'000 £1000

Repair of arms and terminals 104 340
In housing of repairs and set up of warchouse 40 -
Installation of termimals 335 247
Rental of short leasehold property 94 92
Provision and distribution of marketing materials 72 99
645 778

21 Ultimate parent company

The Directors consider Hospedia Holdings Limuted to be the intermediate parent company with Marlin Hospedia
Holdings LLC being the ultimate parent company (domiciled in USA)

Hospedia Holdings Limited’s and Hospedia Limuted’s head office 1s at Landmark Place, Slough, Berkshire, SLI1
2El]
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