Now Digital Limited

Registered number 03546921

Annual Report and

Financial Statements
For the year ended 30 June 2012

\\Illll\illlllllllillll)llllllll UM

OOOOOOOOOOOOOO




Now Digital Limited
Annual Report and Financial Staternents — Year ended 30 June 2012

Table of Contents

Directors’ report and statement of Directors’ responsibilities... .... . .. ... . A1
Independent Auditors’ Report to the Members of Now Digital Limited... .. . .. cvriinnienee 4
Profit and 10SS ACCOUNL. .. . ..l iiiiiiiiiicnes crniisses = cine sas oe = vins + smessssssiisssseri i RRe T e s ereeesaaers . 5
Balance ShEet vt v ce v i h ¢ h i it ririier crres sniinee snrrssenines 5 e emr s msessersiasesees sanersesssreenses .. 6
Notes to the financial statements ...  .riiiiiiiis e s L L e e 7

W~ b WK -

11
12
13
14
i5
16

Principal accounting policies

Turnover

Operating profit / (loss)

Staff costs and Directors’ emoluments

Interest payable and similar charges

Tax on profit / {loss) on ordinary activities
Investments

Debtors amounts falling due within one year
Creditors amounts falling due within one year
Provision for labilittes and charges

Share captal

Profit and loss reserve

Reconcihation of movements in shareholders’ deficit
Related party disclosures

Immediate parent company and ultmate UK parent undertaking
Controlling parties

Now Digital Lirmited




Now Digital Limited
Annual Report and Financial Statements — Year ended 30 June 2012

Directors’ report and statement of Directors’ responsibilities

The Directors of Now Digital Limited, registered company number 03546921, (the Company’) submit the following
annual report and audited financial statements {'the financial statements’) in respect of the year ended 30 June 2012

Business review and principal activities

The Company operates within the Arqiva Broadcast Holdings Limiuted ('ABHL'} group of companies (‘the Group’) The
prinapal activity of the Company throughout the year was that of operating and managing eleven regional digital radio
muitiplexes in the United Kingdom {UK)

During the year ended 30 June 2011 the Company recorded an onerous contract provision of £3,646,000 in relation to a
shortfall of revenue contracts to cover the contracted transmission services costs This provision 1s ufilised over a
number of future years over the penod to 2016 including an amount of £1,335,000 during the year ended 30 June 2012

The Company made a profit for the financial year of £314,000 after utilisation of the onerous contract provision (year
ended 30 June 2011 loss of £4,331,000 after prowvision for onerous contract costs of £3,646,000) The Company has net
habiities of £4,893,000 (2011 £5,207,000)

Principal nsks and uncertainties facing the business

Demand for the Company’s services Is linked to the roll out of digital radio The key business uncertainty affecting the
Company 1s the timig of analocgue to digital switchover for radio within the UK The UK Government 1s committed to
announcing a decision on the feasibility of switchover for radio in December 2013 and current expectations are that
switchover will commence between 2017 and 2019 although this 1s also dependent upon coverage and listener take up

Key performance indicators (‘KPls’)

Given the straightforward nature of the Company’s activities, the Directors are of the opinion that analysis using KPls 1s
not necessary for an understanding of the development, performance or position of the business

The KPIs of the Group are managed as a whole and are discussed within the Directors' report of the ABHL financial
statements, a copy of which can be obtained from the address in note 15 of these financial statements

Dividends, transfers to reserves and results
The Directors do not propose a dividend for the year ended 30 June 2012 (year ended 30 June 2011 £nil)

The profit for the financial year of £314,000 (2011 loss of £4,331,000) was transferred to reserves

Going concern

The Company 1s In a position of net habilhes and net current habiities However it continues to adopt the going concern
basis in prepanng its financial statements based upon the support from its parent undertaking and the future cash flow
forecasts of the Group, which lead the Directors of the Company to have a reasonable expectation that the Company will
have adequate resources to continue in operational existence for the foreseeable future

Future developments

It 1s the intention of the Company to continue operating and managing regional digital radic multiplexes The Company 1s
actively marketing the spare capacity on the multiplexes to attract new customers
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Financial risk management

The Company’s operations expose it to a vanety of financial nsks that include the effects of changes in pnce, cash flow
interest nsk, foreign currency and hquidity nsk  The overall nsk management programme seeks to minimise potential
adverse effects as noted below

Pnce nsk
The Company has mirimal exposure to pnce nisk as the principal expense 15 inter-company transmission fees which are
fixed on an annual basis

Cash flow interest nsk
The Company has a policy of maintaining the majonty of inter-company bafances at a fixed rate to ensure certainty of
future interest cash flows

Foreign currency nsk
The Company 1s based in the United Kingdom, reports in sterling and has no transactions in other currencies hence has
no exposure to foreign currency nsk

Liqundity nsk
The majonty of funding 1s arranged through inter-company loans, supported by inter-cornpany agreements

Directors

The following persons held office as Directors of the Company dunng the year and up to the date of signing the financiat
statements

— Stephen Holebrook
— Paul Eaton
— John Cresswell

Company Secretary
Michael Giles 1s the Company Secretary

Disclosure of information to the Independent Auditors

The Directors of the Company in office at the date of approval of this report confirm that

— so far as the Directors are aware there 1s no relevant audit information of which the Auditors are unaware, and

— each Director has taken all the steps that he ought to have taken as a drector to make himself aware of any
relevant information and to establish that the Company's Auditors are aware of that information

Directors’ indemnities

The Group maintains hability insurance for the Company Directors and officers Following shareholder approval, the
Company has also provided an indemnity for its Directors and the Company Secretary, which 1s a qualifying third party
indemnity provision for the purposes of the Companies Act 2006
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Statement of Directors’ responsibilities

The Directors are responsible for prepaning the annual report and the financial statements in accordance with appticable
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 United Kingdom Generally Accepted Accounting Practice
(United Kingdom Accounting Standards and applicable law) Under company law the Directors must not approve the
financial statements unless they are satisfied that they give a true and farr view of the state of affairs of the Company
and of the profit or loss of the Company for that penod In prepanng these financial statements, the Directors are
required to

— select surtable accounting policies and then apply them consistently,

— make judgements and accounbng estimates that are reasonable and prudent,

— state whether applicable UK Accounting Standards have been foliowed, subject to any matenal departures
disclosed and explained in the financial statements,

— prepare the financial statements on the going concern basis unless it 1s nappropnate to presume that the Company
will continue In business

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

By order of the Board

Michael Giles
Company Secretary
Crawley Court
Crawley
Winchester

Hampshire
S021 2QA

b marery dong
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Independent Auditors’ Report to the Members of Now Digital
Limited

We have audited the financial statements of Now Digital Limited for the year ended 30 June 2012 which compnse the
profit and loss account, the balance sheet and the related notes The financial reporting framework that has been
applied n therr preparation 1s applicable law and United Kingdom Accounting Standards (United Kingdom Generally
Accepted Accounting Practice)

Respective responsibilities of Directors and Auditors

As explained more fully in the statement of Directors’ responsibilities set out on page 3, the Directors are responsible for
the preparation of the financial statements and for being satisfied that they give a true and far view Our responsibility 1s
to audit and express an opinion on the financial statements in accordance with applicable law and International
Standards on Auditing (UK and lreland) Those standards require us to comply with the Auditing Practices Board's
Ethical Standards for Auditors

Ttus report, ncluding the opimions, has been prepared for and only for the Company's members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose  We do not, in giving these
opinicns, accept or assume responsibility for any other purpose or to any other person to whom this report 1s shown or
into whose hands it may come save where expressly agreed by our prior consent in writing

Scope of the audit of the financial statements

An audtt involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from matenal misstatement, whether caused by fraud or
error This includes an assessment of whether the accounting polictes are appropnate to the Company's circumstances
and have been consistently applied and adequately disclosed, the reasonableness of significant accounting estimates
made by the Directors, and the overall presentation of the financial statements in addition, we read all the finanoial and
non-financial information in the annual report and financial staterments to dentfy matenal inconsistencies with the
audited financial statements If we become aware of any matenal misstatements or mconsistencies we consider the
implications for our report

Opinion on financial statements
In our opinion the financial statements

— give a true and fair view of the state of the Company's affars as at 30 June 2012 and of its profit for the year then
ended,

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

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Compames Act 2006 requires us to report to you
if, In our opirion

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

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

— certain disclosures of Directors’ remuneration specified by law are not made, or

— we have not received all the information and explanations we require for our audrt

el &

Helen Orton (Senior Statutory Auditor)

For and on behalf of PricewaterhouseCaopers LLP
Charlered Accountants and Statutory Auditors
Southampton

7z
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Profit and loss account

Year ended Year ended
Note

30 June 2012 30 June 2011
£'000 £'000

Continuing operations
Turnover 3,606 3,712
Cost of sales {3,090) (7,858)
Gross profit / (loss) 516 {4,1486)
Administrative expenses (227) {208)
Operating profit / {loss) 3 289 (4,352)
Income from shares in group undertakings 224 30
Profit / (loss) on ordinary activities before taxation and interest 513 {4,322)
Interest payable and similar charges 5 (199) (90)
Profit / (loss) on ordinary activities before taxation 314 (4,412)
Tax on profit / (loss) on ordinary actvities 6 - 81
Profit / (loss) for the financial year 12,13 314 (4,331)

The Company has no other recognmised gains or losses other than those included in the profit and loss account above
and therefore no separate statement of tofal recognised gains and losses has been presented

There 1s no matenal difference between the profit / (loss) for the financial period as disclosed above and that calculated
on a histoncal cost basis
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Balance sheet

*Restated
Note 30 June 2012 30 June 2611
£'000 £'000
Fixed assets
Fixed asset investments 7 5 5
Current assets
Debtors amounts faling due within one year 8 487 469
487 469
Creditors amounts falling due within one year 9 (2,981) (2,035)
Net current habilities (2,494) (1,566)
Total assets less current llabilities (2,489) {1,561)
Provision for habilities and charges 10 (2.404) (3.646)
Net habilities (4,893) (5,207}
Capital and reserves
Called up share cap:tal 11 - -
Profit and loss reserve 12 {4,893) (5,207)
Total shareholders' deficit 13 (4,893) {5,207}

*Restated to reflect a balance sheet reclassification between debtors and creditors due within one year

The accounting policies and notes on pages 7 to 11 form part of these financial statements

These financial statements were approved by the Board of Directers on e Margn 200 %
on its behalf by

LI @ i
Paul Eaton
Director

and were signed
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Notes to the financial statements

1

Principal accounting policies

The following accounting policies have been applied consistently in relation to the Company's financial statements

(@

(b}

(c)

(d)

(e)

()

(9}

(h}

U

Basis of preparation

The financial statements have been prepared on a going concern basis, 1n accordance with the Companies Act
20086, applicable UK accounting standards (UK GAAP), and under the historical cost convention

Going concern

The Company is In a position of net habilities and net current labiliies However 1t continues to adopt the going
concern basis in preparing its financial statements based upon the support from its parent undertaking and the
future cash flow forecasts of the Group, which lead the Directors of the Company to have a reasonable
expectation that the Company will have adequate resources to continue in operational existence for the
foreseeable future

These financial statements do not contain any adjustments that would anse If the financial statements were not
drawn up on the going concern basis If required, such adjustments would change the batance sheet values of
assets to therr recoverable amounts, increase liabilties by making provisions for any closure costs and
reclassify fixed assets and long term lhiabilities as current assets and current liabilites

Exemption from consohdation

The financial statements contain information about the Company as an individual company and do not contain
consoldated financial information  The Company 1s exempt under section 400 of the Companies Act 2006 from
the requirement to prepare consolidated financial statements as it and its subsidiary undertakings are included
by full consolidation n the consolidated financial statements of Arqiva Financing No 1 Limted (CAF17), a
company registered in England and Wales

Fixed asset investments

Fixed asset Investments are stated at cost less any provision for impairment in value, in accordance with FRS
11 ‘Impairment of fixed assets and goodwll

Turnover
The Company's accounting policy i respect of turnover 1s set out In note 2
Taxation and deferred taxation

The charge for taxation 1s based on the result for the year and takes into account taxation deferred due to
tming differences between the treatment of certain tems for taxahion and accounting purposes Deferred
taxation 15 prowided fully in respect of all tming differences using the hability method for timing differences
where there is an obligation to pay more tax, or a right to pay less tax, in the future The provision 1s calculated
using the rates expecled to be applicable when the asset or iability crystallises, based on current tax rates and
laws that have been enacted or substantively enacted at the balance sheet date A deferred tax asset I1s
regarded as recoverable and therefore recognised only when it 1s more likely than not that there will be
sufficient taxable profits against which to recover carnied forward tax losses and from which the future reversal
of timing differences can be deducted Deferred tax 1s not recogrised on revalued fixed assets until a binding
agreement 1s 10 place to sell such assels and the resulting gam or loss has been recognised in the financial
statements Deferred tax is measured on an undiscounted basis

Cash flow statement

The Company has taken advantage of the exemption under FRS 1 '‘Cash flow Statements’ (revised 1996) not
to prepare a cash flow statement as it 1s a subsidiary which 1s at least 90% controlled by the ulimate UK parent
undertaking, which prepares a consolidated cash flow statement

Dividends on shares presented within shareholders funds

Dividends unpaid at the balance sheet date are only recogrused as a habilty at that date to the extent that they
are appropnately authonsed and are no longer at the discretion of the Company Unpaid dividends that do not
meet these cntena are disclosed in the notes to the financial statements

Provisions

The provisions are measured at the present value of the expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects the current market assessments of the time value of money and the
nisks specific to the obligation
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2 Turnover

Turnover represents amounts ivoiced in respect of all services provided durning the penod, excluding value added tax
The Company has only one matenal class of business in the United Kingdom  All turnover relates to the Company’s
prnincipal activity namely the operation of eleven regional digital radio multiplexes

Turnover 1s recognised as sennces are provided Cash received in advance from customers i1s taken to deferred income

and recognised as turnover when the service 1s provided Turnover recognised in advance of invoices raised 1s taken to
accrued income

3 Operating profit/ (loss)

The Company’'s audit fee of £9,000 (2011 £9,000) was borne by Argiva Limited, a Group company

4 Staff costs and Directors’ emoluments

The Company had no employees dunng the year (2011 none)
None of the Directors are employees (2011 none} of the Company and no Director (2011 none) received any

remuneration from the Company dunng the period A recharge was made to the Company in respect of services
provided by the Directors of £25,000 (2011 £25,000}

5 Interest payable and similar charges

Year ended Year ended

30 June 2012 30 June 2011

£'000 £'000

Interest payable on inter-company balances 106 a0
Other interest payable 93

199 90

MNow Digital Limited ]
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6 Tax on profit/ (loss) on ordinary activities

Year ended Year ended
30 June 2012 30 June 2011
£'000 £'000
(a) Analysis of tax credit for the year
Current tax
UK corporation tax credit for the year - (81)
Total current tax - (81)
{b) The tax assessed for the year 1s lower (2011 higher) than the standard rate of corporation tax
in the UK The differences are explained below
Profit / (Loss) on ordinary activities before taxation 314 (4,412)
Prefit / (Loss) before taxation multiphed by standard rate of corperation tax in the UK of 25 5% a0 (1,213)
(2011 27 5%)
Unrecogmised tax losses brought forward utiised (46) -
Group relief {received) / surrendered for nil consideration (34) 1,132
Total current tax - (81)

The UK corporation tax rate was reduced from 26% to 24% effective from 1 Apnl 2012 Therefore for the purpose of this
tax reconciliation an average tax rate of 25 5% (2011 27 5%) has been used

There has been a stated intention te reduce the UK corporation tax rate to 22% by Apnil 2014 by a number of changes in
the UK corporation tax rate, these changes have not been substantively enacted

There 15 an unrecognised deferred tax asset of £Nil {2011 £47,000) in respect of tax losses which are not anticipated to
be utihsed In the foreseeable future

7 Investments

Investments in
subsidtlaries

£'000
Cost
At 1 July 2011 and 30 June 2012 5
The Company’s investments in which it holds 20% or more of the share capital are shown below
Country of Percantage of
incorporation or Nature of business Class of share shares held by
registration the Company
Now Digital (East Midlands) Limited England and Wales  Digital radio operator Ordinary 52 5%
South West Digital Radia Limited England and Wales Digital radio operator Ordinary 66 7%

The Directors believe that the carrying value of the investments 1s supported by therr underlying net assets
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8 Debtors: amounts falling due within one year

“Restated

30 June 2012 30 June 2011

£'000 £'000

Amounts due from Group undertakings 111 11
Prepayments and accrued ncome 376 358
487 469

*Restated to reflect a balance sheet reclassification between debtors and creditors due within one year

The Directors consider that the far value of debtors falling due within one year closely approximates to book value

9 Creditors: amounts failing due within one year

“Restated

30 June 2042 30 June 2011

£'000 £7000

Amounts owed to Group undertakings 2,456 1,401
Other Creditors 222 3N
Accruals and deferred Income 303 323
2,981 2,035

*Restated to reflect a balance sheet reclassification between debtors and creditors due within one year

Amounts owed to Group undertakings are unsecured and repayable on demand Interest has been charged at 9 75%

10 Provision for liabilities and charges

Onerous
contracts
At 1 July 2011 3,646
Utlised (1,335)
Changes relating to movements in the discounted amount 93
At 30 June 2012 2404

The onerous contract provision relates to supplier contracts where the costs are expected to exceed the benefits, the
provision I1s expected to be utlised over the next one 1o four years

11 Share capital

30 June 2012 30 June 2011
£ £
Authorised
100 ordinary shares of £1 each 100 100
Allotted, called up and fully paid
1 ordinary shares of £1 each 1 1
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12 Profit and loss reserve

E'000

At 1 July 2011 (5,.207)

Profit for the financiat year 314

At 30 June 2012 {4,893)
13 Reconciliation of movements in shareholders’ deficit

30 June 2012 30 June 2014

£'000 £'000

Profit / (loss) for the financial year 314 {4,331}

Net change in shareholders' deficit 314 {4,331)

Opening shareholders’ deficit (5,207} (878)

Closing shareholders’ deficit (4,893) (5,207)

14 Related party disclosures

The Company has taken advantage of the exemptions available under FRS 8 ‘Related party disclosures’ for disclosure
of fransactions with entibes that are part of the Group of companies as related parties in these financial statements

There were no other related party transactions dunng the year

15 Immediate parent company and ultimate UK parent undertaking

The Company's immediate parent undertaking 1s MUKBL Digital Radioc Limited, a company incorporated in England and
Wales The parent company of the smallest group to consolidate these financial statements 15 Arqiva Financing No 1
Limited (‘AF1)

The ultimate UK parent undertaking 1s ABHL ABHL s the parent company cf the largest group to consolidate these
financial statements

Copies of the financial statements for MUKBL Digital Radio Limited and the consolidated financial statements for
AF1 and ABHL can be obtained from the Company Secretary of each company, at Crawley Court, Crawley, Winchester,
Hampshire, SO21 2QA

16 Controlling parties

The Company 1s owned by a consortium of shareholders including Canada Pension Plan Investment Board, Macquane
European Infrastructure Fund Il, other Macquane managed funds and minorities There is no ultimate controlling party
of ABHL, as defined by FRS 8
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