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SMOOTH RADIO LIMITED

: DIRECTORS' REPORT
FOR THE YEAR ENDED 31 MARCH 2014

The Directors present their report and the financial statements for the year ended 31 March 2014.
DIRECTORS' RESPONSIBILITIES STATEMENT

The Directors are responsible for preparing the Strategic report, Directors' report and the financial statements
in 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 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 fair view
of the state of affairs of the Company and of the profit or loss of the Company for that perlod In preparing
these financial statements, the Directors are required to:

. select suitable accounting policies and then apply them consistently;
. make judgements and accounting estimates that are reasonable and prudent;
. prepare the financial statements on the going concern basis unless it is inappropriate 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 disclose with reasonable accuracy at any time the financial position of the
Company and enable them to ensure that the financial statements comply with the 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.

RESULTS AND DIVIDENDS
The profit for the year, after taxation, amounted to £1,003,000 (2013: £335,000).

The Directors do not recommend payment of a dividend (2013 nil). A dividend of £338,000 (112.66p per share)
was paid in the year (2013 £nil).

DIRECTORS 4 ‘ ‘ '
The Directors who served during the year and to the date of signing of this report were:

CD Everitt
MA Lee-

No Director had any interest in contracts made by the Company.
QUALIFYING THIRD PARTY INDEMNITY PROVISIONS

The Company has granted indemnity in favour of its directors and officers against the financial exposure that
they may incur in the context of their professional duties as directors and officers. of the company.
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' SMOOTH RADIO LIMITED

~

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 MARCH 2014

DISCLOSURE OF INFORMATION TO AUDITORS

Each of the persons who are Directors at the time when this Directors' report is approved has confirmed that:

0 so far as that Director is aware there is no relevant audit information of which the Companys audltors
" are unaware, and
. that Director has taken all the steps that ought to have been taken as a Director in order to be aware of
any relevant audit information -and to establish that the Company's auditors are aware of that
information.

INDEPENDENT AUDITORS

The auditors, PricewaterhouseCoopers LLP, have indicated their willingness to continue in office and, in the
absence of a notice proposing that the appomtment be terminated, they will be deemed to be re-appointed for
_the next financial year.

This report was approved by the board on 13 November 2014 and signed on its behalf. .
CD Everitt
Director
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SMOOTH RADIO LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 MARCH 2014

The Directors present their Strategic Report for the Company.
BUSINESS REVIEW
The principal activity of the company is that of a radio broadcaster in the North West of England.

The p.roﬁt for the year before tax was £1,327,000 (2013: £469,000). Turnover was £?,547,000 (2013:
£8,559,000) down 11.8% on 2013.

Smooth Radio is the largest commercial radio station in the North West with an overall commercial market
share of 7.3%, reaching 1,035,000 adults aged 15+ with over 7.8m of listener hours (Source: RAJAR March
2014).

-On 31 March 2014 the Company was acquired by Communicorp UK Limited. The sale was the result of the
Competition Commission remedies arising from the acquisition of Real and Smooth Limited (the previous
parent company) by This is Global Limited.

PRINCIPAL RISKS AND UNCERTAINTIES

The Company is a subsidiary of Communicorp UK Group. From the perspective of the Company, the prinéipal '
risks and uncertainties are integrated with the principal risks of the Group and are not managed separately. The
principal risks in the view of the Directors are outlined below.

Liquidity risk

in order to maintain liquidity to ‘ensure that sufficient funds are available for ongoing operations and future
developments, the Company uses intercompany borrowings from other Group companies.

Market risk

The key risk to the business is that an advertising slowdown may put pressure on traditional revenues, and
reduce the value of the investments held. The risk is monitored and managed through Group management. .

Interest rate risk

Interest rate risk arises from intercompany balances that bear interest at a fixed rate.” The directors have
reviewed the Company’s exposure to interest rates and have concluded that the risk is appropriate in relation to
the financial results of the Company.

FINANCIAL KEY PERFORMANCE INDICATORS
~ The business uses key performance indicators which are monitored on a regular basis and include audience
trends such as weekly reach, listening hours, share of the market and demographic mix, as well as financial

indicators such as turnover, Adjusted EBITDA and operating margins. Variance analysis is performed monthly
and variances are monitored and discussed within a formal meeting structure.

This report was approved by the board on 13 November 2014 and signed on its behalf. ‘

CD Everitt

Director
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SMOOTH RADIO LIMITED

INDEPENDENT AUDITORS® REPORT TO THE MEMBERS OF SMOOTH RADIO LIMITED

Report on the financial statements

OUR OPINION

In our opinion the financial statements, deflned below:

. give a true and fair view of the state of the company’s affairs as at 31 March 2014 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.

This opinion is to be read in the context of what we say in the remainder of this report.

What we have audited

The financial statements, which are prepared by Smooth Radio Limited, comprise:

. the balance sheet as at 31 March 2014,

. the profit and loss account for the year then ended; and

. ‘the notes to the financial statements, which include a summary of significant accounting policies and
other explanatory information. -

" The financial reporting framework that has been applied in their breparation 'is applicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice).

In applying the financial reporting framework, the directors have made a number of subjective judgements, for
~example in respect of significant accounting estimates. In making such estimates, they have made
assumptions and considered future events. .

What an audit of financial statements involves _
We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) (“ISAs (UK &
Ireland)”). An audit involves obtaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial statements are free from material misstatement,
whether caused by fraud or error. This includes an assessment of:
. whether the accounting policies are appropriate 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 financial and non-financial information in the Directors' report and financial
statements (the “Annual Report”’) to identify material inconsistencies with the audited financial statements and
to identify any information that is apparently materially incorrect based on, or materially inconsistent with, the
knowledge acquired by us in the course of performing the audit. If we become aware of any apparent material
misstatements or inconsistencies we consider the implications for our report.

OPINION ON OTHER MATTER PRESCRIBED BY THE COMPANIES ACT 2006
In our opinion the information given in the Strategic Report and the Directors’ report for the financial year for
which the financial statements are prepared is consistent with the financial statements.
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SMOOTH RADIO LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF SMOOTH RADIO LIMITED

MATTERS ON WHICH WE ARE REQUIRED TO REPORT BY EXCEPTION

Adequacy of accounting records and information and explanations received
Under the Companies Act 2006 we are reqwred to report to you if, in our opinion:

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

. 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

We have no excéptions to report arising from this responsibility.

Directors’ remuneration

Under the Companies Act 2006 we are required to report to you if,. in our opinion, certain disclosures of
directors’ remuneration specified by law ‘are not made. We have no exceptions to report arising from this
responsibility.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

Our responsibilities and those of the Directors
As explained more fully in the Directors' responsibilities statement, the Directors are responsible for the
preparation of the financial statements and.for being satisfied that they give a true and fair view.

Our responsibility is to audit and express an opinion on the financial statements in accordance with applicable
law and ISAs (UK & Ireland). Those standards reqwre 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 in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in
giving these opinions, accept or assume responsibility for any other purpose or to any other person to whom
this report is shown or into whose hands it may come save where expressly agreed by our prior consent in
writing.

Bl = Rt
Benjamin Parrott (Senior Statutory Auditor)

for and on behalf of
PricewaterhouseCoopers LLP

Chartered Accountants and .
Statutory Auditors

Manchester
13 November 2014 - -
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SMOOTH RADIO LIMITED

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 MARCH 2014

. 2014 - 2013
Note £000 £000
TURNOVER . . 2 7,547 8,559
Operating charges . (6,255) : (8,052)
OPERATING PROFIT 3 . 1,292 507
Interest receivable and similar income - ] 5 35 -
Interest payablg and similar charges : 6 - . (38)
PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION . 1,327 469
Tax on profit on ordinary activities 7 - (324) (134)
PROFIT FOR THE FINANCIAL YEAR ‘ 13 © 1,003 335

All amounts relate to continuing.operations.

There were no recognised gains and losses for 2014 or 2013 other than those included in the Profit and loss
account.

There are no material differences between the profit on ordinary activities before taxatlon and the proflt for the
financial year stated above and their historical cost equivalents.

The notes on pages 8 to 15 form part of these financial statements.
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SMOOTH RADIO LIMITED
REGISTERED NUMBER: 02775358

BALANCE SHEET
AS AT 31 MARCH 2014

2014 2013
Note £000 £000 £000 £000
FIXED ASSETS ‘ ‘
Tangible assets 8 6 200
CURRENT ASSETS
Debtors ) -9 636 6,573
- Cash at bank and in hand , ' 442 518
1,078 7,091

CREDITORS: amounts falling due within - . :

one year 10 (390) (7,262)
NET CURRENT ASSETS/(LIABILITIES) _ 688 (171)
NET ASSETS | 694 - 29
CAPITAL AND RESERVES
Called up share capital 12 300 300
Profit-and loss account ) 13 394 ‘ (271)
TOTAL SHAREHOLDERS' FUNDS 14 : 694 29

~ The financial stétements were approved and authorised for issue by the board and were signed on its behalf on
13 November 2014. ’

CD Everitt '
Director

The notes on pages 8 to 15 form part of these financial statements.
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SMOOTH RADIO LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2014

ACCOUNTING POLICIES

11

Basis of preparation of financial statements

- The financial statements have been prepared on the going concern basis, under the historical cost

1.2

13

1.4

convention and in accordance with the Companies Act 2006 and applicable accounting standards in
the United Kingdom. The principal accounting policies, which have been applied consistently
throughout the year, are set out below. .

Cash flow

The Company, being a subsidiary undertaking where 90% or more of the voting rights are controlled
within the group whose consolidated financial statements are publicly available, is exempt from the
requirement to draw up a cash flow statement in accordance with FRS 1.

Turnover

Revenue comprises the fair value of consnderatlon received or receivable for the sale of goods and
services in the ordinary course of business (net of VAT, trade discounts and anticipated returns).
Revenue is recognised when the amount of revenue can be reliably measured and it is probable that
future economic benefits will flow to the company.

Online advertising revenue is recognised as page impressions are served or evenly over ;the period,
depending on the terms of the contract.

Radio airtime,” advertising, sponsorship and other revenue is recognised as the advertiéing or.
channel is aired.

Radio advertisement production revenue is recognised when the advert is produced.

Deferred income is recorded in the balance sheet and represents amounts invoiced but not yet
recognised in the profit and loss account. .

Revenue from barter transactions for advertising is recognised and disclosed only where there is
persuasive evidence of.the value at which, if it had not been exchanged the advertlsmg would have
been sold for cash in a similar transaction.

Tangible fixed assets and depreciation

Tangible fixed assets are stated at cost less depfeciation. Depréciation is provided at rates
calculated to write off the cost of fixed assets, less their estimated residual value, over their

_expected useful lives on the following bases: -

Studio and office equipment - 12.5%-33%

The carrying value of fixed assets is reviewed for impairment if events or changes in circumstances
suggest that their carrying amount may not be recoverable. When an impairment review is
undertaken, the recoverable amount is calculated as the net present value of expected future cash
flows of the relevant income generating unit. Any impairment is recognised |n the profit and loss
account in the period it occurs.

\
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- SMOOTH RADIO LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2014

ACCOUNTING POLICIES (éontinued)

15

1.6

1.7

1.8

Operating leases

Leases in which a significant proportion of the risks and rewards of ownership are retained by the

lessor are classified as operating leases. Rentals under operating leases are charged to the Profit
and loss account on a straight line basis over the lease term.

Current tax

The company provides for corporate taxation on the results for the year at the normal rate appllcable
to that year and recognlses group relief when made avaxlable

Deferred taxation
Full provision is made for deferred tax assets and liabilities arising from all timing differences
between the recognition of gains and losses in the fmanc:al statements and recognition in the tax

computation.

A net deferred tax asset is recognised ohly if it can be regarded as more likely than not that there wiil
be suitable taxable profits from which the future reversal of the underlying timing differences can be

.deducted. <

Deferred tax assets and liabilities are calculated at the tax rates expected to be effective at the time
the timing differences are expected to reverse.

Deferred tax assets and liabilities are not discounted.
Pensions

The Company operates a defined contribution pension scheme and the pension charge represents
the amounts payable by the Company to the fund in respect of the year.

TURNOVER

All turnover arose within the United Kingdom.

OPERATING PROFIT

The operating profit is stated after charging:

2014 2013
£000 £000
Depreciation of tangible fixed assets:

- owned by the company 77 102
Auditors' remuneration - audit of the Company 5 -
Operating lease rentals: }

" - plant and machinery ‘ 304 - 894

- other operating leases : 74 76
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- SMOOTH RADIO LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR-ENDED 31 MARCH 2014

STAFF COSTS

Staff costs were as follows:

2014 2013
£000 £000
Wages and salaries . : ‘ 1,881 2,665
Social security costs 229 364
Other pension costs , ’ 101 156
2,211 3,185

The average monthly number of persons employed during the year was as follows:
2014 2013
. No. No.
Administration - : , ‘ 15 29
Sales 26 37
41 66

The emoluments of all the directors are paid by the immediate parent company which makes no

recharge to the company.

INTEREST RECEIVABLE AND SIMILAR INCOME

2014 2013
£000 £000
Interest receivable from fellow subsidiaries 35 -
INTEREST PAYABLE AND SIMILAR CHARGES
' 2014 2013
£000 £000
38

On loans from fellow subsidiaries - o
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SMOOTH RADIO LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2014

TAX ON PROFIT ON ORDINARY ACTIVITIES

2014 2013
A £000 £000
Analysis of tax charge in the year
Current tax (see note below)
UK corporation tax charge on profit for the year - 311 138
Deferred tax (see note 11) .
" Origination and reversal of timing differences ’ 13 (4)
Tax on profit on ordinary activities 324 134

Factors affecting tax charge for the year

The tax assessed for the year is higher than (2013: higher than) the standard rate of cofporation tax in

the UK of 23% (2013: 24%). The differences are explained below:

2014 2013
£000 £000
Profit on ordinary activities before tax : 1,327 469
Profit on ordinary activities multiplied by standard rate of _
corporation tax in the UK of 23% (2013: 24%) 305 113
Effects of:
Expenses not deductible for tax purposes . ' ) 3 26
Depreciation/(capitai allowances) for year in excess of (capital
allowances)/depreciation: : 3 (1)
Current tax charge for the year (see note above) 311 138

Factors that may affect future tax charges

v

On 19 March 2013 the Chancellor announced the reduction in the main rate of UK corporation tax to 21
per cent with effect from 1 April 2014. The Chancellor also proposed changes to further reduce the main
rate of corporation tax by one per cent to 20 per cent by 1 April 2015. These changes were substantively
enacted on 2 July 2013 and therefore the effect of the rate changes created a reduction in the deferred

tax asset which has been included in the figures above.
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SMOOTH RADIO LIMITED

NOTES TO THE FINANCIAL STATEMENTS
" FOR THE YEAR ENDED 31 MARCH 2014

TANGIBLE FIXED ASSETS

Cost

At 1 April 2013
Additions

Transfers intra group
Disposals

At 31 March 2014

Accumulated depreciation

At 1 April 2013
Charge for the year
Transfers intra group
On disposals

At 31 March 2014

Net book value
At 31 March 2014

At 31 March 2013

Transfers to fellow group companies were at book value.

DEBTORS

Trade debtors

Amounts owed by group undertakings

Other debtors

Prepayments and accrued income
Deferred tax asset (see note 11)

2014
£000

227
186
165

58

Studio and
office
equipment
£000

1502
.3

(440)

(51)

14

302

(320)
. (51)

200

2013
£000

6,237
92
173
71

636

6,573

Amounts owed by group undertakings are unsecured, interest free and repayable on demand.

3
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SMOOTH RADIO LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2014

10.

11.

12.

CREDITORS:
Amounts falling due within one year

Trade creditors

Amounts owed to group undertakings
Taxation and social security

Other creditors :

Accruals and deferred income

2014 2013
£000 £000
32 45
. 5,080
- 1,431
12 20
346 686
390 7,262

Amounts due to group undertakings, excluding group relief payable, are unsecured; bear interest at Libor

+0.5%, and are repayable on demand.

DEFERRED TAX ASSET
2014 2013
£000 £000
At beginning of year 71 67
(Charged)/ credited to the Profit & Loss account in the year (13) 4
At end of year 58 71
The déferred tax asset is made up as follqu)s:
2014 2013
£000 £000
Accelerated capital allowances 58 65
Other timing differences - 6
58 71
CALLED UP SHARE CAPITAL
' 2014 2013
, £000 £000
Allotted, called up and fully paid
300 300

300,000 (2013: 300,000) Ordinary shares of £1 each
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SMOOTH RADIO LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2014

13.

14.

15,

16.

PROFIT AND LOSS ACCOUNT
. _ £000
At 1 April 2013 : (271)
Profit for the financial year . ' ' 1,003
Dividends: Equity capital ’ ’ (338)
At 31 March 2014 394
RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS' FUNDS
- ' 2014 2013
£000 £000
Opening shareholders’ funds/(deficit) 29 (306)
Profit for the financial year : . 1,003 335
Dividends (Note 15) (338) . -
Closing shareholders' funds , 694 29
DIVIDENDS
2014 2013
£000 £000
Dividends paid on equity capital . o ' 338 -

During the year a dividend of 112.66p per share was paid (2013: nil)

OPERATING LEASE‘COMMITMENTS

At 31 March the Comp_any had annual commitments under non-cancellable operating leases as follows:

Land and buildings Equipment and vehicles

2014 2013 2014 2013

£000 £000 £000 £000
Expiry date: A ' o .
Within 1 year S - 14 7 289
Between 2 and 5 years - - 103 . 249
After more than 5 years ‘ - - . 218 -

Included in the above commitments is £109,711 (2013: £537,907) in respect of equipment and vehicles,
and £Nil (2013: £13,562) in respect of land and buildings where the leases are heid in the name of fellow
group undertakings. They are recharged to Smooth Radio Limited.
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SMOOTH RADIO LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2014

17.

18.

RELATED PARTY TRANSACTIONS

The company has taken advantage of the exemption contained in FRS 8 and has therefore not disclosed
transactions or balances with entities which form part of the Group (or investees of the Group qualifying
as related parties).

Prior to its acquisition by Communicorp UK Limited, the Company was a wholly owned subsidiary of Real
and Smooth Limited. During the year the Company provided advertising services to the Real.and
Smooth Limited Group of companies totalling £1,363,082 (2013: £1,866,925), The Company aiso
purchased administration services and paid sales commission to Real and Smooth Limited totalling
£792,440 (2013: £749,745). There were no balances outstanding as at 31 March 2014.

The Compahy purchased establishment costs from Real Radio Yorkshire Limited totalling £72,000
(2013: £72,000) and Smooth Radio London Limited totalling £24,000 (2013: £48,000). There were no
balances outstanding as at 31 March 2014.

During the year Smooth Radio Limited incurred charges from MXR Limited (an associate in which Real
and Smooth Limited has a 36.8% shareholding). Charges from MXR Limited during the year have
totalled £265,907 (2013: £644,552) for annual DAB transmission fees. There are no outstanding
creditors as at 31 March 2014. )

ULTIMATE PARENT UNDERTAKING AND CONTROLLING PARTY

Communicorp UK Limited, a company incorporated in Great Britain and registered in Northern Ireland, is
the Company's -immediate and intermediate parent undertaking. The Directors consider that
Communicorp -Group Limited, a company incorporated in the Republic of Ireland, is the ultimate
controlling party of the Company. '

The Company's ultimate parent undertaking is Communicorp Group Limited; a Company incorporated in
the Republic of Ireland. The largest and smallest group in which the results of the Company are
consolidated is that headed by Communicorp Group Limited and the consolidated financial statements-
are available from the offices of that Company.

The Company was acquired by Communicorp UK Limited as part of the divestment of radio stations
under the findings of the Competition Commission enquiry into Global Radio Holdings Limited's
acquisition of 100% of the share capital of the Group headed by Real and Smooth Limited on 24 June
2012. The sale to Communicorp UK Limited was completed on 31 March 2014.
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