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Carlson Marketing Group (UK) Limited

Directors’ report

The directors present their annual report and the audited financial statements for the year ended
31 December 2007

Busimess review and principal activities

The group’s principal activity 15 the provision of markeung services These include direct
marketng, sales promotion and design services, digiial markeung and the development and
admunstration of customer loyalty programmes There have not been any sigmificant changes in
the group’s principal activities in the year under review The directors are not aware, at the date
of this report, of any likely major changes in the group’s activities in the next year

As mentioned 1n the prior year the directors have embarked on a turnaround plan and are
pleased to report an improvement 1n trading performance since prior year which has continued
into 2008

Tumover increased by 7% on the prior year however gross profit fell by 7% This reduction in
gross profit was more than offset by a reduction 1n operating expenses of 12% The result being
that the company made a loss of £1 1milhion compared to a loss of £4 9mullion 111 the prior year

Average marheting income {gross profit less direct costs) was 32% compared to 26% in the
prior year This halts a downward trend seen over the last three years

Int 2008 the directors have continued the move 1o improve the quahty of earnings and manage
the cost base of the business accordingly The latest forecast shows the company at a break even
position 1n the final quarter of the year before the exceptional costs related to the closure of the
Bnstal office 1n May 2008 The directors aim (o consohdate the income level and further
improve the quahty of the service provided to clients whilst continuing to manage the cost base
of the business

The directors aim to return to profitability in 2009
Principal risks and uncertainties

Competiive pressure in the UK 15 a contmung risk for the group, which could result i1t losing
sales 10 11s key competitors The group manages this risk by providing value added services to
its customers and by mantaimng strong relationships with chients

The group's activities expose 1t to a number of financial nsks mcluding credit nsk and hqudity
nsk

Credit risk
The group’s principal financial assets are bank balances and cash, trade and other receivables

The group’s credit nsk 15 pnmanly attributable to 1ts trade reccivables  The amounts presented
in the balance sheet are net of allowances for doubtful reccivables

The credit nsk on hquid funds 15 hmited because the counterparties are banks with high credut-
ratings assigned by international credit-rating agencies

The group has no sigmficant concentration of credst nsk, with exposure spread over & large
number of counterparties and customers

Ligmdity risk

In order to maintain Liquidity to ensure that sufficient funds are available for ongoing operations
and future developments, the group rehies on support from parent companies

Price and cash flow risk

The group 15 not exposed to any matenal pnice or cash flow nsks




Carlson Marketing Group (UK) Limited

Directors’ report (continued)

Environment

Carlson Marketing Group (UK) Limited recognises the importance of 1ts environmental
responsibifities, momtors 1ts impact on the environment, and designs and implements poheies to
reduce any damage that might be caused by the group's activittes Initiatives designed to
munimnuse the group’s impact on the environment include safe disposal of waste, recychng and
reducing energy consumption

Employees

Applications for empioyment by disabled persons are always fully constdered, bearing i mmnd
the aptitudes of the applicant concerned [n the event of members of staff becomng disabled
every effort 15 made to ensure that thewr employment wath the group continues and that
appropnaie tramung 1s arranged It 1s the policy of the group that the traiming, career
development and promotion of disabled persons should, as far as possible, be identical wath that
of other employees

The group places considerable value on the involvement of 1ts employees and has continued to
keep them informed on matters affecting them as employees and on the vanous factors affecting
the performance of the group Thus ts achueved through formal and informal meetngs
Employee representatives are consulted regularly on a wide range of matters affecting therr
current and future interests

Dividends
The directors do not recommend the payment of a dividend for the year (2006 £ml)

Directors

The directors who served throughout the year and, except as noted, subsequently were as
follows

P Harvey - (P Harvey resigned as Director and Sccretary wath effect from 28" September 2007)
M Katsantas - (M Kitsantas was appomted as Secretary from 28" September 2007)

J Harman

J Hiney

K Brundrett

G Gamys - (G Garnys resigned from 3 1st January 2008)

J Schroer — (J Schroer resigned from 10th June 2008)

A Phllips

Laability nsurance for directors

The group has maintained tnsurance cover for the directors aganst hability ansing from
neghgence, default, breach of duty and breach of trust in relation 1o the group




Carlson Marketing Group (UK) Limited

Directors’ report (continued)

Suppher payment policy

‘The company's policy, which 15 also applied by the group, is to settle terms of payment with
suppliers when agreeing the terms of payment  Trade creditors of the company at

31 December 2007 were equivalent to 28 (2006 60) days’ purchases, based on the average
daily amount invoiced by suppliers during the year

Auditors
Each of the dwrectors at the date of approval of this report confirms that

1  so far as the director 15 aware, there 1s no relevant audit information of which the company's
auditors are unaware, and

2 the director has taken all the steps that he/she ought to have taken as a director to make
himsetfherself aware of any relevant audit information and to establish that the company’s
auditors are aware of that information

This confirmantion 1s given and should be interpreted 1n accordance with the provisions of
52347ZA of the Companes Act 1985 |

Deloatte & Touche LLP have expressed their willingness to continue 1n office as auditors and a
resolution to reappoint them will be proposed at the forthcoming Annual General Meeting

Approved by the Board of Directors
and signed on behalf of the Board

J Harmman
Direcior

2 - c\ 2008




Carlson Marketing Group (UK) Limited

Statement of directors’ responsibilities

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

select suitable accounting pohicies and then apply them consistently,

make judgements and estimates that are reasonable and prudent,

state whether applicable UK Accounting Standards have been followed, and

prepare the financial statements on the gomng concern bas:s unless 1t 18 mappropnate to
presume that the company will continue 1n business

a & & »

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




Independent auditors’ report to the members of
Carlson Marketing Group (UK) Limited

We have audited the group and parent company financial statements (the "financial statements"}
of Carlson Marketing Group (UK) Limited for the year ended 31 December 2007 which
comprise the Consolidated Profit and Loss Account, the Consolidated and Company Balance
Sheets, the Consolidated Statement of Total Recogmsed Gains and Losses and the related notes
1 10 25 These financial statements have been prepared under the accountng policies set out
therein

Thus report 1s made solely to the company’s members, as a body, 1n accordance with section 235
of the Companies Act 1985 Qur audit work has been undertaken so that we mught state to the
company’s members those matters we are required to state to them n an auditors' report and for
no other purpose ‘To the fullest extent permitted by taw, 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 oprruons we have formed

Respective responsibilities of directors and auditors

The directors’ responsibilittes for prepanng the Annual Report and the financial statements in
accordance with applicable law and Unuted Kingdom Accounting Standards (Umited Kingdom
Generally Accepted Accounting Practice) are set out in the Statement of Directors'
Responsibihities

Our responsibility 1s to audit the financial statements i accordance wath relevant legal and
regulatory requirements and Intemational Standards on Auditing (UK and Ireland}

We report to you our opiuon as to whether the financial statements give a true and fair view and
are properly prepared in accordance with the Companics Act 1985 We also report to you
whether in our opiruon the information given in the Directors' Report 1s consistent wath the
financial statements

In addition we repor to you 1f, tn our opimon, the company has not kept proper accounting
records, 1f we have not received all the mformation and explanations we require for our audit, or
if informatnion specified by law regarding directors' remuneration and other transactions 1s not
dhsclosed

We read the other information contaned i the Annual Report, and constder whether it 1s
consistent with the audited financial statements We consider the mplications for our report 1f
we become aware of any apparent misstatements or matenal inconsistencies with the financial
statements Our responsibilities do not extend (o any further information outside of the Annual
Repon




Independent auditors’ report to the members of Carlson
Marketing Group (UK) Limited (continued)

Basis of audit opinion

We conducted our audit in accordance wath Intemmational Standards on Auditing (UK and
Ireland) issued by the Auditing Practices Board An audit includes examination, on a test basis,
of evidence relevant to the amounts and disclosures in the financial statements It also includes
an assessment of the sigmficant estmates and judgements made by the directors m the
preparation of the financial statements, and of whether the accounting pohcies are appropnate to
the group's and company’s curcumstances, consistently apphed and adequately disclosed

We planncd and performed our audit so as to obtain all the information and explanattons which
we constdered necessary in order to provide us with sufficient evidence lo give reasonable
assurance that the financial statements are free from matenal musstatement, whether caused by
fraud or other uregulanty or error In forming our opinion we also evaluated the overall
adequacy of the presentation of information n the financial statements

Opinton

In our opinion

¢ the financial statements give a true and fair view, 1n accordance with United Kingdom
Generally Accepted Accounting Pracuce, of the state of the group's and the parent
company’s affairs as at 31 December 2007 and of the group’s loss for the year then ended,

«  the financial statements have been properly prepared n accordance with the Companies
Act 1985, and

e  the mnformation given in the Directors’ Report 1s consistent with the financial statements

TOIG L q woe L A f

Deloitte & Touche LLP
Chartered Accountants and Registered Auditors
London, UK

o QQ_QN-QMW 2008




Carlson Marketing Group (UK) Limited

Consolidated profit and loss account
Year ended 31 December 2007

2007 2007 2006 2006
Notes £ £ £ £
Turnover 1,2 31,592,654 29,520,616
Cost of sales (18 674,558) (15,649,296)
Gross profit 12,918,096 13,871,320
Other operating expenses 3 (14,289,634) (16,332,896)
Goodwall amortisation and impairment 11 {26,157) (2,153,263)
Total other operating expenses (14,315791) (18,486,159)
Operating loss (1,397,695) (4,614,839)
Interest receivable and similar income 4 152,321 28,164
Interest payable and sumilar charges 5 (280,595) (277,958)
Loss on ordinary activities before taxation 6 (1,525,969) (4,864,633)
Tax on loss on ordinary activities B 451,936 (6,300)
(1,074,033) (4,870,933)

Loss on ordinary activities after taxation

All operations of the group are conunumg throughout the year and the preceding year




Carlson Marketing Group (UK) Limited

Consolidated balance sheet
31 December 2007

Fixed assets
Imangible assets
Tangible assets

Current assets

Stocks

Debtors

Cash at bank and 1n hand

Creditors amounts falbng due
within one year

Net current assets

Total assets less current habulities

Creditors: amounts falling due after more than
one year

Provision for liabihties

Net liabihities excluding pension hability
Pension liability

Net liabihtzes including pension lability

Capital and reserves
Called up share capital
Share premium
Capital contrtbution
Profit and loss account

Total shareholders’ deficit

Notes

i1
i2

14
15

16

17

18

23

2007 2006
£ £
246,833 272,990
466,607 848,479
713,440 1,121,468
1,034,585 1,201,280
12,099.812 9,211,542
2,031,984 2,856,379
15,166,381 13,359,201
(13,606272)  (7,566,885)
1,560,100 5,792,316
2273,549 6,913,784
(3.522,889)  (7,028,852)
(224313)  (244,952)
(1473,653)  (360,020)
(794,880)  (853,300)
(2,268,533)  (1,213,320)
4,012,500 4,012,500
924,458 924,458
1,074,029 1,074,029
(8,279,520)  (7,224,307)
(2,268,533)  (1,213,320)

These financial statements were approved by the Board of Directors onZSe_pambLf?.OOS

Signed on behalf of the Board of Directors

J Harman
Director




Carlson Marketing Group (UK) Limited

Consolidated statement of total recognised gains and losses
Year ended 31 December 2007

Note
Actuanal gains on defined benefit plans 23
Deferred tax on actuartal movements in defined benefit plans
Opening Change of Tax Rate
Net gains recogused directly in equity 23

Loss for the year

Total recognised losses for the year

2007 2006
£ £

60,000 591,000
(16,800}  (177,300)
(24,380) .

18,820 413,700
(1,074,033) (4,870,933)

(1055,213) (4,457,233)

i0




Carlson Marketing Group (UK) Limited

Company balance sheet
31 December 2007

Fixed assets
Intangible fixed assets
Tangible assets
Investments

Current assets

Stocks

Debtors

Cash at bank and n hand

Creditors. amounts falling due
within one year

Net current assets
Total assets less current habilities

Creditors: amounts falling due after more
than one year

Provision for habihties

Net liabihities before pension liabslity
Pension liability

Net liabihnes including pension hability

Capital and reserves
Called up share capital
Share premuum
Capital contnbution
Profit and loss account

Total shareholders’ deficat

Notes

11
12
13

14
15

16

17

18

23

19
20
20
20

21

2007 2006

£ £
466,607 848,478
466,607 848,478
1,034 585 1,290,962
12,099,812 9,118,966
2,031,984 2,736,723
15,166,381 13,146,651
(13,541,640) (7,519,540)
1,624,741 5,627,111
2,091,348 6,475,589
(3,522,889} (6,964,220)
(224,313)  (244,952)
(1,655.854)  (733,583)
(794,880)  (853,300)
(2,450,734) (1,586,883)
4,012,500 4,012,500
924,458 924,458
1074,029 1,074,029
(8,461,721) (7,597,870)
{2,450,734) (1,586,883)

These financial statements were approved by the Board of Directors on 2 Sy erv'=d™ 2008

1gned on behalf of the Board of Directors




Carlson Marketing Group (UK) Limited

Notes to the accounts
Year ended 31 December 2007

1 Accounting policies

The principal accounting policies are summansed below and have been apphied consistently throughout the
year and the preceding year

Basis of gccounting

‘The financial statements have been prepared under the istorical cost convention, and 1n accordance with
Umited Kingdom law and apphicable accounting standards

Basis of consohidation

The group financial statements conschdate the financial siatements of Carlson Markeung Group (UK) Lumted
and 1ts subsidiary undertakings drawn up to 31 December cach year The results of subsidiaries acquired or
sold are consolidated for the periods from or up to the date on which control passed  Acquisitions are
accounted for under the acquis:tion method

Cash flow statement

Under the provisions of Financial Reporting Standard No | (Revased), the group has not prepared a cash flow
statement because 1ts ultunate UK parent undertaking, Carlson Compames Europe Limuted, which 1s
incorporated in Great Britain, has prepared consohdated financial statements, mcluding 2 consolidated cash
fiow staternent, which are publicly available

Intangible fixed assets

Goodwill in retation to acquisitions 15 included as an 1ntangible fixed asset at cost and 15 amorused m equal
nstalments over five years for asset acquisitions and 15 years for company acquisitions, which the directors
believe reflects their useful economuc iife  Provision 1s made for any impairment

Tangible fixed assets
Tangible fixed assets are shown at cost less accumulated depreciation

Depreciation 1s provided at rates calculated to wnite off the cost less estimated residual value of each asset on a
straight-line basis over ity estumated vseful hfe as follows

Leasehold improvements Over the term of the lease
Computer equipment 3 years
All other fixed assets 3 years

Fixed asset investments
Fixed asset investments are shown at cost less amounts written off for any impairment in value
Stocks

Stocks are stated at the lower of cost and net realisable value and compnise promotional matenal, work-in-
progress and store vouchers Work-in-progress 1s calculated as direct expenditure incurred less progress
payments mvoiced Where amounts ivoiced on account in respect of individual projects exceed the
attributable costs incurred or net realisable value, if lower, the sum of the resulung net figures 1s included 1n
accruals and deferred income

12




Carlson Marketing Group (UK) Limited

Notes to the accounts |
Year ended 31 December 20607

Accounting policies (continued)
Taxation

Current tax s provided at amounts expected to be paid (or recovered) using the tax rates and laws that bave
been enacted or substantively enacted by the balance sheet date

Deferred tax 1s recogmsed m respect of all urming differences that have ongimnated but not reversed at the
balance sheet date where transactions or events that result in an obligation to pay more tax in the future or a
right to pay less tax in the future have occurred at the balance sheet date  Tinng differences are differences
between the group's taxable profits and 1ts results as stated in the financial statements that anse from the
inctuston of gams and losses i tax assessments i penods different from those in which they are recogmsed 1n
the financial statements

The taxation habilies of certain group undertakings are reduced wholly or in part by the surrender of losses by
fellow group undertakings

Pension costs

The group operates a defined benefit pension scheme The difference between the fair value of the assets held
in the group’s defined benefit scheme and the scheme's habilittes measured on an actuanal basis using the
projected unit method are recogmsed in the group’s balance sheet as a pension scheme asset or liability as
appropriate The camrying value of any resulting pension scheme asset 1s restncted to the extent that the group
1s able 1o recover the surplus either through reduced contributions in the future or through refunds from the
scheme The pension scheme balance 1s recogmsed net of any related deferred tax balance

Changes in the defined benefit pension scheme asset or habihity arsing from factors other than cash
contnibution by the group are charged to the profit and loss account or the statement of total recogmsed
surpluses and deficits in accordance with FRS17

The group also operates vanous defined contnbution pension schemes for certam of 1ts employees and
directors

The assets of these funded schemes are held independently of the group by trustees The amount charged to
the profit and loss account 1s the total of contnbutions payable 1n the year Any difference between amounts
charged to the profit and loss account and contributions paid to independent pension schemes 15 shown as a
separately identifiable hability or asset in the balance sheet

Forelgn currendies ‘

Normal trading transactions with third parties denomunated 1n foreign currencies are recorded 1n sterhing at

actual exchange rates as of the date of the transacuon Monetary assets and habihties denomunated 1n foreign

currencies at the year end are reported at the rates of exchange prevailing at the year end Any gam or loss ‘
ansing from a change in exchange rates subsequent to the date of the transaction 13 reported as an exchange |
gain or loss in the profit and loss account

Turnover
Turnover compnses the value of sales (cxcluding VAT and trade discounts) of goods and services in the
normal course of business

Marketing revenue 1s recognised in the month in which services are provided to customers Revenue resulting
from the arrangement of travel tnps 15 recogrused 1n the month 1n which the relevant trp takes place




Carlson Marketing Group (UK) Limited

Notes to the accounts
Year ended 31 December 2007

1 Accounting pohceies (continued)

Leases

Rentals under operating leases are charged on a straight-line basis over the lease term  Further information on
charges 1n the year and future commitments 1n respect of operating leases 15 given n note 22

Rental income under operating leases 1s similarly credited on a straight-line basis over the lease term

2. Segmental information

The group’s tumngver 15 dertved from its principal activity and onginated wholly in the United Kingdom

3 Other operating expenses

Distnbution and sclling costs

Admnistrative expenses

4. Interest receivable and similar income
Bank interest

5. Interest payable and similar charges

Interest payable to group undertaking

Bank interest

Finance cost ~ defined benefit scheme
Other finance cost —- unwinding of provision

2007 2006

£ £

704,710 959,531
13,584,924 15,373,365
14 289,634 16,332,896
2007 20066

£ £

152,321 28,164
2007 2006

£ £

197,805 183,653
14,444 5,803

45 000 75,000
23,346 13,502
280,595 277,958

14




Carlson Marketing Group (UK) Limited

Notes to the accounts
Year ended 31 December 2007

6 Loss on ordinary activities before taxation

Group loss on ordinary activittes before taxation 1s stated after charging/ (crediing)

2007 2006
£ £
Depreciation of owned tangible fixed assets 442,388 604,497
Amortisation and impairment of intangible fixed assets 26,157 2,153,263
Operaung lease rentals
- plant and machinery 22,251 55,034
- buildings 1,070,685 1,098,394
Operaung lease ncome (735,017) (702,279)
Loss on disposal of fixed assets 3,953 24,626
The analysis of auditors’ remuneration 15 as follows
2007 2006
£ £
Fees payable 10 the company’s auditors for the audit of the 95,000 117,500
company’s annual accounts
Fees payable to the company’s auditors and their associates for other 49,100 92,163
services to the group
Total fees 144,100 209,663
Fees payable to the company’s auditors and thetr associates for other
services to the group
- Tax services 39,400 83,163
- Other services 9,700 9,000
Total non audit fees 49,100 92,163
7 Staff costs
Particulars of employees (including executive directors) are as shown below
Company Group
2007 2006 2007 2006
£ £ £ £
Emptloyee costs dunng the year amounted to
Wages and salanes 6,873,107 7,361,819 6,873,107 7,595,036
Social secunty costs 804,413 926,364 804,413 953,854
Other pension costs (see note 23) 526,338 365,835 526,338 379,421

8,203,858 8,654,018 8,203,858 8,928,311




Carlson Marketing Group (UK) Limited

Notes to the accounts
Year ended 31 December 2007

7 Staff costs (continued)

The average monthly number of persans employed by the company and the group dunng the year was as

follows
Company Group
2007 2606 2007 2006
Number Number Number Number
Production 103 113 103 113
Sales 62 63 62 65
Admnistration and management 41 31 41 54
206 227 206 232
2007 2006
Directors’ remuneration £ £
The remuneration of the directors was as follows
Emoluments 551,631 492 942
Long term incentive schemes - 68,892
Contnibutions to money purchase pension schemes 25,341 87,692
576,972 649,526
Compensanon for loss of office 36 300 141,876
613,272 791,402
Pensions
The number of directors who were members of penston schemes was as follows
Number Number
4 5

Money purchase schemes

No retirement bencfits were paid to directors or past directors tn excess of the benefits to which they were
entitled to on the date retrement benefits first became payable (2006 £mil)

Highest paid director

The above amounts for remuneration include the following in respect of the highest paid director

Emoluments
Long term mcentive schemes
Contributions to money purchase schemes

Compensauon for loss of office

2007 2006

£ £
236,400 245,077
- 56,404

- 38,781
236,400 340,262
- 92,986
236,400 433,248

16




Carlson Marketing Group (UK) Limited

Notes to the accounts
Year ended 31 December 2007

10.

Taxatnon

The tax charge 1s based on the profit for the year and compnses

2007 2006
£ £
UK corporztion tax payable at 30% (2006 - 30%) - -
Adjustment of current taxation in respect of prior years (467,336) -
Tota! current tax (467,336) -
Deferred taxation
- Ongmation and reversal of iming differences - -
- Wnite off of deferred tax debtor - -
- Deferred tax movement on pension habihity 15,400 6,300
Total deferred tax 15,400 6,300
Total tax on loss on ordinary activities (451,936) 6,300

The differences between the total current tax shown above and the amount calculated by applying the standard
rate of UK corporation tax to the profit before tax 1s as follows

2007 2006
£ £
Group toss on ordinary activities before tax (1,525,969) (4,864,633)
Tax on group profit on ordinary activities at standard UK corporation
tax rate of 30% (2006 — 30%) (457,791) (1,459,389)
Effects of
Expenses not deductible for tax purposes (6,963) 691,292
Depreciation 1n excess of capital allowances 115,010 159,879
Tax losses carmed forward 374,704 649432
Adjustment of current taxation 1n respect of pnior years {467,336) -
Other umng differences (24,960) (41,214)
Group current tax for the year (467,336) -

Deferred tax assets not recogmsed are £1,931,777 (Group) (2006 £1,742,639) and £1,931,777 (Company)
(2006 £1,528,073) The assets have not been recognised as there 15 insufficient certamnty regarding therr
recoverability

Dividends paid and proposed
No dividends were paid or proposed duning the vear or in the preceding year

Loss attributable to Carlson Marketing Group (UK) Limited

The loss for the financial year dealt wath 1n the financial statements of the parent company, Carlson Markcting
Group (UK) Limuted, was a loss of £882,671 (2006 — toss of £5,487,430) As permmtted by section 230 of the
Companies Act 1985, no separate profit and loss account is presented n respect of the parent company

17




Carlson Marketing Group (UK) Limited

Notes to the accounts
Year ended 31 December 2007

12.

Intangible fixed assets — goodwill

Group  Company
£ i
Cost
At | January 2007 and at 31 December 2007 10,535,737 2,606,655
Amortisation
At | January 2007 10,262,747 2,606,655
Charge for the year 26,157 -
Goodwall impairment - -
At 31 December 2007 10,288,904 2,606,655
Net book value
At 31 December 2007 246,833 -
At 31 December 2006 272,990 -
The goodwill amorusation n the year was against the goodwall relating to the acquisiion of Soler
Commun:cations Limuted i 2002
Tangible fixed asscts
Furniture,
Leaschold fittings and Motor Computer
Group and Company improvements cquipment vehicles software Total
£ £ £ £ £
Cost
At 1 January 2007 637,507 1,104,496 274,530 74,436 2,090,969
Additions 13,384 94,151 - 8,626 116,661
Disposals (186,837) (3046) (116,016) - {305,899}
At 31 December 2007 464,554 1,195,601 158,514 83,062 1,901,731
Depreciation
At 1 January 2007 521,219 550,954 107,911 62,406 1,242,490
Charge 57,603 305,855 66,704 12,226 442 388
Disposals (183,606) (3.046) (63,102) - (249,754)
At 31 December 2007 395216 853,763 111,513 74,632 1,435.124
Net book value
At 31 December 2007 69,338 341,838 47,001 8,430 466,607
At 31 December 2006 116,288 553,542 166,619 12,030 848,479

The company holds no assets under finance leases or hire purchase contracts

18




Carlson Marketing Group (UK) Limited

Notes to the accounts
Year ended 31 December 2007

13 Fixed asset investments

Cost
At 1 January 2007
Disposals

At 31 December 2007

Provisions

At 1 January 2007
Charge 1n the year
Dhsposals

At 31 December 2007

Net book value
At 31 December 2007

At 31 December 2006

i

2,436,795

2,436,795

T e—
ERT——————
T ————

All of these subsidianies were dormant dunng the penod and are expected to be hquidated 1n the next year

Portion of ordinary share

Principal activity capital held

2007 2006

%% %

Marketing 1 to 1/Peppers and Rogers Group Limited  Non trading 100 100
Brewer Blackler Lunited Dormant 100 100
Soler Communications Limted Dormant 100 100
Brewer Blackler Creative Services Limited Dormant 100 100
Acgis Monvation Limited Dormant 100 100
Jervis Read Limuted Dormant 100 100
Med:a Connect Limuted Dormant 100 100
Smuth Bundy Carlson Lirmited Dormant 100 100
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15.

16.

Stocks

Work-in-progress
Tinished goods and goods for resale

Group Company
2007 2006 2007 2006
£ £ £ £
550,890 918,118 550,890 917,800
483,695 373,162 483,695 373,162
1,034,585 1,291,280 1,034,585 1,290,962

In the directors’ opinion, there are no matenal differences between the carrying value and the replacement cost
arrying

of stocks

Debtors. amounts fatling due within one year

Trade debtors

Amounts owed by parent or other sister company
Corporation tax

Other debtors

Prepayments and accrued income

Creditors. amounts falling duc wiathin one year

Trade creditors

Amounts owed 10 parent or other sister company
Corporation tax

Other creditors

Soctal secunty and other taxes

Accruals and deferred income

Group Company
2007 2006 2007 2006
£ £ £ £
6,561,776 5,397,893 6,561,776 5,320,774
4,418,880 3,010,731 4,418,880 3,010,731
261,242 - 261,242 -
84,000 206,828 84,000 206,828
773,914 596,090 773914 580,633
12,099,812 9,211,542 12,099,812 9,118,966
Group Company
2007 2006 2007 2006
£ £ £ £
615,584 1,710,580 615,584 1,710,580
7,575,480 1,606,114  7.510,848 1,606,114
- 86,187 - 86,187
185,18¢ 169,351 185,180 169,350
447.464 541,796 447 464 541,796
4,782,564 3452857 4782564 3405513
13,606,272 7,566,885 13,541,640 7,519,540
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17.

18

Creditors amounts falling due after more than one year

Group Company
2007 2006 2007 2006
£ £ £ £
Amounts owed 10 parent or other sister company 3,522,889 7,028,852 3,522,889 6,964,220

3,522,386 7,028,852 3,522,889 6,964,220

The long term amounts owed to other group undertakings are non-interest beaning and are repayable within 2-5
years with the exception of a £3,989,581 loan (2006 - £3,989,581) incurnng 1nterest at 4 29% and a
£1,000,000 loan (2006 — £1,000,000) incurning interest at 5 0% Both of these loans are payable wathin 2-5
years

Provision for habuittes

Company and group £

Upper

Richmond

Road

Balance at 1 January 2007 244,952
Utihised (44,003)

Unwinding of discount 1n1 prior year provision 23,364

Balance at 31 December 2007 224,313

Provision has been made for future costs relating to the lease of the Upper Richmond Road property which 15
currently fully occupied

The provision has been calculated for the penod to the lease termmauon date (27 May 2009) based on current
rental and related costs to the company, net of current and expected rental income from tenants, and has been
discounted using a discount factor of 10%
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19 Called up equity share capital

2007 2006
£ £

Authorised.
12,560 (2006 — 12,500) ordnary shares of £1 each 12,500 12,500
4,000,000 (2006 - 4,000,000) ‘A’ ordinary shares of £1 each 4,000,000 4,000,000

4,012,500 4,012,500

Allotted, called up and fully paid:
12,500 (2006 ~ 12,500) ordnary shares of £1 each 12,500 12,500
4,000,000 (2006 - 4,000,000) *A° ordinary shares of £1 each 4,000,000 4,000,000

4,012,500 4,012,500

The ordinary shares and the ‘A’ ordinary shares rank par1 passu with ¢ach other n all respects

20 Reserves

Profit Share
Capital and loss premum
contribution account account Total
Group £ £ £ £
At 1 January 2007 1,074,029 (7,224,307) 924,458  (5,225,820)
Retained loss for the year - (1,074,033) - (1,074,033)
Other recogmsed gains and losses in the year - 18 820 - 18.820
At 31 December 2007 1,074,029 (8,279,520) 924,458 (6,281,033)
Company
At 1 January 2007 1,074,029 (7,597,870) 924 458  (5,599,383)
Retamned loss for the year - (882,671) - (882,671)
Other recogrused gamns and losses in the year - 18,820 - 18,820
A1 31 December 2007 1,074,029 (8,461,721) 024,458 (6,463 234)
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22.

Reconciliation of movement in group sharehelders’ deficit

2007 2006
Group £ £
Loss on ordinary activities afier taxation (1,074,033} (4,870,933)
Other recogrused gains and losses relating to the year 18,820 413,700
Net reduction to shareholders (1,055,213} (4,457,233)
Opening shareholders’ deficit (1,213,320) 3,243,913
Net reduction to shareholders {1,055,213) (4,457,233)
Closing shareholders’ deficit (2.268,533) (1,213,320)
Guarantees and other financial commitments
(a)  Capual commuments
There were no capital commitments contracted for as at 31 December 2007 (2006 - £mul)
(b)  Lease commuments
The mummum annual commutments under non-cancellable operating leases are as follows
2007 2006
Plant and Plant and
Group and company Buildings machinery  Buidings machinery
£ £ £ £
Operating teases which expire
- within one year - - - -
- within two to five years 1,667,315 - 1,667,315 -
- after five years - - - -
1,667,315 - 1,667,315 -

(¢)  Conungent habilities

The group has a counter indemmty bond wath the Civil Aviation Authority for £1,350,000

(2006 - £1,350,000)
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Pension costs

The group operates a pension scheme providing benefits to certamn permanent employees based on final
pensionable pay The assets of the scheme are held separately from those of the group, being invested with
Clencal Medical Investment Group ("Clencal Medical")

Contributions 1o the scheme are charged to the profit and loss account so as to spread the cost of pensions over
employees’ working hives with the group The contributions are determined by a quahfied actuary, employed
by Clencal Medical, on the basis of tnenmal valuations using the attamed age funding method

The most recent valuation was at 1 February 2004 and used the Projected Accrued Benefii method The main
actuanial assumptions were that salanes would increase by 5% per annum and the return on scheme 1nvestments

would be 6% per annum

The valuation showed that the market value of the scheme’s assets was £2,094,800

The aciuanal report recommended that the Trustees request an Employer’s contnibution rate of 27 7% of
Pensionable Salanics and £10,450 per monih with effect from 1 February 2005

The contnibutions patd in the year were as follows

Employers’ contnbutions
Members’ contnbutions

27 7% of penstonable salary plus £10,450 per month
5 0% of pensionable salary

The actuarsal valuation descnibed above has been updated at 31 December 2007 by a qualified actuary using
revised assumptions that are consistent with the requirements of FRS 17 Investments have been valued, for this

purpose, at fair value

The major assumptions used for the actuanal valuauon were

2007 2006 2005
Rate of increase 1n salanes 49% 51% 4 8%
Rate of increase 1n pensions 1n payment 50% 50% 50%
Discount rate 57% 51% 4 7%
Inflation assumption 34% 31% 28%
Mortality age 85 85 85

The fair value of the assets 1n the scheme, the present value of the hiabihnes i the scheme and the expected

rate of return at the balance sheet date were

2007 2007 2006 2006 2005 2005
% £ % £ % £
Cash and Other Net Assets 45 (174,000) 45 - 43 -
Group pension contract 58 3,505,000 55 3,322,000 50 2,864,000
Taotal fair value of assets 3,331,000 3,322,000 2,864,000
Present value of scheme habihities {4,435,000) (4,541,000} (4,695,000}
Deficit in the scheme (1.104,000) {1,219,000) (1,831,000)
Related deferred tax asset 309,120 365,700 549,300
Net pension hability (794,880) (853,300) (1,281,700)
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23.  Pension costs (continued)
Analysis of the amounts that have been charged to operating profit under FRS 17
2007 2006
£ £
Current service cost (excluding msured death in service benefits) 58,000 63,000
Total operating charge 58,000 63,000
Anslysis of the amounts that have been charged to interest payable and similar charges
2007 2006
£ £
Expected return on the assets 181,000 147,000
Interest on pension scheme habihities {226,000) (222,000)
Net finance cost (45,000) (75,000)
Analysis of the actuarial loss that has been recognsed in the statement of total recogmised gains and
losses
2007 2006 2005
£ £ £
Actual return less expected return on pension scheme assets (122,000) 146,000 228,000
Percentage of asscts (3 7%) 44% 8 0%
Expenence gains and losses ansing on the scheme liabilities 144,000 45,000 20,000
Percentage of liabiliies 32% 10% 04%
Changes i assumptions underlying the present value of the
scheme habihities 38,000 400,000 (529,000)
Percentage of hiabilittes 09% 8 8% (11 3%)
Actuanal gamn/(loss) recogmsed 1n statement of total recogmsed
gams and losses 60,000 591,000 (281,000}
Percentage of liabihities | 4% 13 0% (6 0%)
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23.  Pension costs (centunued)

The movement in deficit during the year 1s as follows

Deficit in scheme at I January
Movement 1n the year
Current service cost
Contnibutions

Finance costs

Actuanal gain

Defictt in scheme at 31 December

History of experience gains and losses

Dhfference between the expected and
actual return on scheme assets:
Amount (£)

Percentage of scheme assets

Experience gaimns and losses on scheme
habihitzes
Amount (£)

Percentage of the present value of

scheme habilities

Total actuarial gamn 1o the statement
of total recognised gains and losses

Amount (£)

Percentage of the present value of
scheme habilities

2007

(122,000)
37

144,000
32

60,000
14

2006

146,000
44

45,000
3]

591,000
130

2005

228,000
80

20,000
04

(281,000)
60)

2007 2006
£ £
(1,219,000) (1,831,000}
(58,000  (63,000)
158,000 159,000
(45,000)  (75,000)
60,000 591,000
{1,104,000) (1,219,000)
2004 2003
120,000 (9,000)
51 (0 4)
10,000 10,000
03 03
(99,000) (91,000)
25 (2 6)

The group also operates a number of defined contnbution schemes for which the pension cost charge for the year

amounted to £368,338 (2006 £302,835)

24. Parent company and ultimate controlling party

The largest group n which the results of Carlson Marketing Group (UK) Limuted are consolidated s that
headed by Carlson Holdings Enc , the ultimate parent company and controlling party, which 1s incorporated in
the USA The consolidated accounts of this group are not avatlable to the public

The immediate parent company ts Carlson Compames (UK) Lumuted  The smallest group in which they are
consohidated 15 that headed by Carlson Companies Europe Lumted, incorporated 1 Great Bntain and
registered 1n England and Wales These consohidated financial statements are available from the Company
Secretary, Carlson Companies Enrope Limited, Carlson Court, 116 Putney Bndge Road, London SW15 2NQ
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25.

Related party transactions

As a wholly owned subsidiary of Carlson Companies Europe Limited, the group has taken advantage of the
exemption n Financial Reporting Standard No 8 “Related party disclosures”, from disclosing transactions
with other members of the group headed by Carlson Companies Europe Limited which held 90% or more and
whose voting nghts are controlled wiathin the group

Amounts owed by and to parent or other sister companies are disclosed tn notes 15, 16 and 17 The terms of
any loans are also disclosed 1 these notes

During the year the company and s subsidianes carried out a number of transactions with related parties, other
than subsidianes of Carlson Compantes Europe Limited, 1n the normal course of business and on an arm’s
length basis

The following transactions wete undertaken with such related parties duning the year

2007 2006
Value of Value of
transactions Recervable/ transactions Receivable/
receivable/  (payable} at receivable/  {payable)

(payable) year end {payable) at year end

I'ransactions with Carlson Companies Inc

(CC Inc)
Transactions with Carlson Marketing Worldwide

Inc tn which CC Inc holds a 100% nterest (1437,421) (6,505,664}  (1,084,123) (5,068,243}
Recharge of costs to/({from) other companies 1n

which CC Inc holds a 100% interest
- CMG New Zealand (1,757 - 1,757 1,757
- CMG Australia (104,114) 38,903 (260,095) 143,017
- CMG Belgum 29,836 235 (129,523) (25,601)
- CMG Holland (77,039) (11,399) 45,676 65,640
- CMG Singapore 305,763 772,260 {1,710,081) 466,497

(1,284,732)  (5,705,665)  (3,136389) (4,420,933)




