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IFE SERVICES LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 JULY 2003

The directors present their report and financial statements for the year ended 31 July 2003,

Principal activities and review of the business
The principal activity of the company continued to be the supply of inflight entertainment to airlines.

Despite the difficult trading conditions arising from the continued depressed world economy, the SARS virus
and in particular heightened concerns over the state of the airline industry, the directors are pleased to

announce an increase in turnover in excess of 63% over the year to £6,274,824, accompanied by an
associated increase in operating profits of 57% to £247,249.

The directors are satisfied with the financial position of the company at the end of the vear.

Results and dividends
The resulis for the year are set out on page 4.

Future developments

The success during the year confirms the directors are following the correct strategy of acquiring as clients,
those airlines that exhibit growth potential. This strategy is expected to be foilowed for the foreseeable future.
Trading conditions in the coming meonths are expected to be difficult, with a corresponding reduction in
operating margins, as airlines seek to develop further efficiences within non-essential operation areas.

Directors
The following directors have held office since 1 August 2002:

Mark Hogg
Walli Ullah
Patrick Cox
Anthony Indaimo
Simon Stapleton

Rizvan Zafar (Appointed 21 March 2003)
Howard Clark
Graeme Gibson (Resigned 2 December 2002)

Directors' interests

The directors of the company are also directors of the holding company and their interests in the shares of that

company together with their rights to subscribe for shares in that company are disclosed in the financial
statements of IFE Holdings Limited.

None of the directors had any interest in the shares of the company.

Auditors

In accordance with section 385 of the Companies Act 1985, a resolution proposing that Haines Watls (formerly
BKR Downham) be reappointed as auditors of the company will be put to the Annual General Meeting.




IFE SERVICES LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 JULY 2003

Directors’ responsibilities

Campany law requires the directors to prepare financial statements for each financial year which give a true
and fair view of the state of affairs of the company and of the profit or less of the company for that peried. In
preparing those financial statements, the directors are required to:

- select suitable accounting policies and then apply them consistently;

- make judgements and 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 proper accounting records which 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 Companies 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 irregularities.

On behalf of the board
! 7y Al

L
\,\4 l’ Y ,‘\/ ............ /
Walli Ullah

Director
S((llw >




IFE SERVICES LIMITED

INDEPENDENT AUDITORS' REPORT TO IFE SERVICES LIMITED
UNDER SECTION 247B OF THE COMPANIES ACT 1985

We have examined the abbreviated accounts set out on pages 4 to 20, together with the financial statements
of the company for the year ended 31 July 2003 prepared under section 226 of the Companies Act 1985.

Respective responsibilities of directors and auditors

The directors are responsible for preparing the abbreviated accounts in accordance with section 248A of the
Companies Act 1985. It is our responsibility to form an independent opinion as to whether the company is
entitled to deliver abbreviated accounts prepared in accordance with section 246A(3) of the Act to the

Registrar of Companies and whether the accounts to be delivered are properly prepared in accordance with
that provision and to report our opinion to you.

Basis of audit opinion

We have carried out the procedures we considered necessary to confirm, by reference to the financial
statements, that the company is entitled to deliver abbreviated accounts and that the abbreviated accounts to
be delivered are properly prepared. The scope of our work for the purpose of this report did not include
examining or dealing with events after the date of our report on the financial statements.

Opinion

In our opinion the company is entitied to deliver abbreviated accounts prepared in accordance with section

246A(3) of the Companies Act 1985, and the abbreviated accounts on pages 4 to 20 are properly prepared in
accordance with that provision.

Haines Watts (formerly BKR Downham) v l w3

Chartered Accountants 1st Flocr, Northern Assurance Buildings
Registered Auditor 9/21 Princess Street

Albert Square

Manchester

M2 4DN
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IFE SERVICES LIMITED

ABBREVIATED PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 JULY 2003

Gross profit

Administrative expenses

Operating profit

cher interest receivable and similar
income

Interest payable and similar charges

Profit on ordinary activities before
taxation

Tax on profit on ordinary activities

Profit on ordinary activities after
taxation

Notes

13

2003
£

2,294,758
(2,047,509)

247,249

64
(72,303)

175,010

{(14,798)

160,212

2002
£

1,633,601
(1,476,025)

157,576

583
{66,733)

91,426

(6,910)

84,516
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IFE SERVICES LIMITED

ABBREVIATED BALANCE SHEET

AS AT 31 JULY 2003

Fixed assets
Intangible assets
Tangible assets

Current assets
Stocks

Debtors: amounts falling due within one
year

Debtors: amounts falling due after more
than one year

Cash at bank and in hand

Creditors: amounts falling due within
one year

Net current assets
Total assets less current liabilities

Creditors: amounts falling due after
more than one year

Provisions for liabilities and charges

Capitat and reserves
Called up share capital
Share premium account
Profit and loss account

Shareholders' funds - equity interests

Notes

10

1

12
13
13

14

2003
£ £
62,567
488,484
551,051
196,014
2,569,408
165,088
145,602
3,076,112
(2,466,014)
610,098
1,161,149
(179,459)
{1,582)
980,108
3,350
498,650
478,108

940,108

2002
£ £
83,977
472,281
556,258
197,874
2,644,879
280,750
103,164
2,665,167
{2,266,316)
398,851
955,109
£135,213)
819,896
3,350
498,650
317,896

819,896
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IFE SERVICES LIMITED

ABBREVIATED BALANCE SHEET (CONTINUED)
AS AT 31 JULY 2003

These abbreviated accounts have been prepared in accordance with the special pravisions of Part VIl of the
Companies Act 1985 relating to medium-sized companies.

T -
The firyst ents were approved by the Board on ..... > 1M 7"303

Mark Hogg ?f Walli Ullah
Director Director




IFE SERVICES LIMITED

CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 JULY 2003

2003
£ £

Net cash inflow/{outflow) from operating activities 1,157,124

Returns on investments and servicing of
finance

Interest received 64
Interest paid (62,509)

Net cash outflow for returns on investments
and servicing of finance (62,445)

Taxation (41,570)

Capital expenditure

Payments to acquire intangible assets -
Payments to acquire tangible assets (101,618)
Receipts from sales of infangible assets -
Receipts from sales of tangible assets 52,695

Net cash outflow for capital expenditure (48,923)

Net cash inflow/{outflow}) before management
of liquid resources and financing 1,004,186

Financing
Repayment of long term bank loan (33,333)
Capital element of hire purchase contracts (134,217)

Net cash cutflow from financing (167,550)

Increasel/(decrease) in cash in the year 836,636

583

{57,320)

(88,727)

(166,256)
67,144
69,500

(33,333)

(143,597)

2002
£

{(515,953)

(56,737)

(18,290)

(118,339)

(709,319)

(176,930)

(886,249)
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IFE SERVICES LIMITED

NOTES TO THE CASH FLOW STATEMENT

FOR THE YEAR ENDED 31 JULY 2003

1  Reconciliation of gperating profit to net cash inflow/{outflow) from 2003

operating activities

Operating profit

Depreciation of tangible assets
Amortisation of intangible assets
{Profit)/loss on disposal of tangible assets
Decrease/(increase} in stocks

Increase in debtors

Increasef(decrease) in creditors within one year

Net cash inflow/(outflow) from operating activities

2  Analysis of net debt

Net cash:
Cash at bank and in hand
Bank overdrafts

Debt:

Finance leases

Debts falling due within one year
Debts falling due after one year

Net debt

2002
£ £
247,249 157,576
221,900 177,966
21,411 73,791
{11,383) 3,059
1,860 (197,874)
(372,638) (438,611)
1,048,725 (291,860)
1,157,124 {515,953)
1 August 2002 Cash flow Other non- 31 July 2003
cash changes
£ £ £ £
103,164 42,438 - 145,602
{794,1298) 794,198 - -
{691,034) 836,636 - 145,602
(201,282) 133,144 (167,913) (236,051)
{33,333) - - {33,333)
(47,223) 33,334 - (13,889)
(281,838) 166,478 (167,913) (283,273)
(972,872) 1,003,114 (167,213) {137,671)




IFE SERVICES LIMITED

NOTES TO THE CASH FLOW STATEMENT (CONTINUED)
FOR THE YEAR ENDED 31 JULY 2003

3

Reconciliation of net cash flow to movement in net debt

Increase/(decrease) in cash in the year

Cash outflow from decrease in debt and lease financing

Change in net debt resulting from cash flows
New finance lease

Movement in net debt in the year
Qpening net debt

Closing net debt

2003 2002
£ £

836,636 (886,249)
166,478 176,758
1,003,114 (709 491)
(167,913)  (101,107)
835,201 (810,598)
(972,872)  (162,274)
(137,671)  (972,872)




IFE SERVICES LIMITED

NOTES TO THE ABBREVIATED AGCOUNTS
FOR THE YEAR ENDED 31 JULY 2003

1

11

1.2

1.3

14

15

1.6

1.7

1.8

Accounting policies

Accounting convention
The financial statements are prepared under the historical cost convention.

Compliance with accounting standards
The financial statements are prepared in accardance with applicable accounting standards.

Turnover
Turnover represents amounts receivable for goods and services net of VAT and trade discounts.

Research and development

Research expenditure is written off to the profit and loss account in the year in which it is incurred.
Development expenditure is written off in the same way unless the directors are satisfied as to the
technical, commercial and financial viability of individual projects. Intangible assets include costs relating
to specific video products for general applicability over a number of contracis. In this situation, the
expenditure is deferred and amortised over the period during which the company is expected to benefit.
Expenditure relating to the securing and development of airline contracts has been transferred to
prepayments and is being matched against the associated revenue.

Tangible fixed assets and depreciation

Tangible fixed assets other than freehold land are stated at cost less depreciation. Depreciation is

provided at rates calculated to write off the cost less estimated residual value of each asset over ifs
expected useful life, as follows:

Exhibition stands 20% straight line
Office computer equipment 33% straight line
Production equipment 33% straight line
Fixtures, fittings & equipment 15% straight line
Motor vehicles 25% straight line

Leasing and hire purchase commitments

Assets obtained under hire purchase contracts and finance leases are capitalised as tangible assets and
depreciated over the shorter of the lease term and their useful lives. Obligations under such agreements
are included int creditors net of the finance charge allocated to future periods. The finance element of the
rental payment is charged to the profit and loss account so as to produce a constant periodic rate of

charge on the net obligation outstanding in each period. The net obligations under hire purchase
contacts and finance leases are secured by fixed charges on the assets concemed.

Rentals payable under operating leases are charged against income on a straight line basis over the
lease term.

Stock
Stock is valued at the lower of cost and net realisable value.

Deferred taxation

Deferred tax is provided in full in respect of taxation deferred by timing differences between the treatment
of certain items for taxation and accounting purposes. The deferred tax balance has not been discounted.

-10-




IFE SERVICES LIMITED

NOTES TO THE ABBREVIATED ACCOUNTS (CONTINUED)

FOR THE YEAR ENDED 31 JULY 2003

1 Accounting pelicies

1.9 Foreign currency translation

{continued)

Monetary assets and liabilities denominated in foreign currencies are translated into sterling at the rates
of exchange ruling at the balance sheet date. Transactions in foreign currencies are recorded at the rate
ruling at the date of the transaction. All differences are taken to profit and loss account.

2  Operating profit

Operating profit is stated after charging:
Amortisation of intangible assets
Depreciation of tangible assets

Loss on disposal of tangible assets
Less on fareign exchange transactions
Operating lease rentals

Auditors’ remuneration

and after crediting:
Profit on disposal of tangible assets
Profit on foreign exchange transactions

3  Interest payable

On bank loans and overdrafts

On other loans wholly repayable within 5 years
Hire purchase interest

Other interest

2003 2002
£ £

21,411 73,791
221,900 177,966
- 3,059

- 10,855
103,405 79,910
7,500 7,500
(11,383) -
(12,723) -
2003 2002
£ £

41,321 30,354
4,836 7,025
25,463 28,646
683 708
72,303 66,733

-1 -




IFE SERVICES LIMITED

NOTES TO THE ABBREVIATED ACCOUNTS (CONTINUED)

FOR THE YEAR ENDED 31 JULY 2003

4

Taxation

Domestic current year tax
U.K. corporation tax
Adjustment for prior years

Current tax charge

Deferred tax
Deferred tax charge/credit current year

Factors affecting the tax charge for the year
Profit on ordinary activities before taxation

Profit on ordinary activities before taxation multiplied by standard rate of

UK corporation tax of 19.00% (2002 : 20.00%)

Effects of:

Non deductible expenses
Depreciation add back

Capital allowances

Tax losses utilised

Adjustments to previcus periods
Chargeable disposals

Directors'/participators’' remuneration adjustment
Other tax adjustments

Current tax charge

2003 2002
£ £
21,330 19,788
(9,120) 6,057
12,210 25,845
2,588 (18,935)
14,798 6,910
175,010 91,426
33,252 18,285
3,031 4,399
44,866 41,070
(29,889) (25,195)
(28,885) (21,274)
(9,120) 6,057
(2,163) 612
- 1,469
1,118 422
(21,042) 7,560
12,210 25,845

-f2-
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IFE SERVICES LIMITED

NOTES TO THE ABBREVIATED ACCOUNTS (CONTINUED)
FOR THE YEAR ENDED 31 JULY 2003

5

Intangible fixed assets

Cost
At 1 August 2002 & at 31 July 2003

Amortisation
At 1 August 2002
Charge for the year

At 31 July 2003

Net book value
At 31 July 2003

At 31 July 2002

Development
Costs
£

85,645

1,667
21,41

23,078

62,567

83,977

-13-




IFE SERVICES LIMITED

NOTES TO THE ABBREVIATED ACCOUNTS (CONTINUED)
FOR THE YEAR ENDED 31 JULY 2003

6

Tangible fixed assets

Cost

At 1 August 2002
Additions
Disposals

At 31 July 2003
Depreciation

At 1 August 2002
On disposals

Charge for the year

At 31 July 2003

Net book value
At 31 July 2003

At 31 July 2002

Net book values
At 31 July 2003

At 31 July 2002

Exhibition

Depreciation charge for the year

31 July 2003

31 July 2002

Office Production Fixtures, Motor Total
stands computer equipment fittings & vehicles
equipment equipment
£ £ £ £ £ £
172,090 36,993 313,869 88,657 185,639 797,248
14,042 13,165 114,608 19,007 118,594 279,416
- - - - (86,750) {86,750)
186,132 50,158 428,477 107,664 217,483 989,914
51,523 16,790 190,876 29,166 36,612 324,967
- - - - {(45,438) (45,438)
36,326 13,269 96,604 26,874 48,828 221,901
87,849 30,059 287,480 56,040 40,002 501,430
98,283 20,099 140,997 51,624 177,481 488,434
120,567 20,203 122,993 59,401 140,027 472,281
Included above are assets held under finance leases or hire purchase contracts as follows:
Production Motor Total
eguipment vehicles
£ £ £
64,233 170,194 234,427
74,580 138,243 212,823
25,639 29,325 54,964
66,024 25,661 91,685

-14 -




IFE SERVICES LIMITED

NOTES TO THE ABBREVIATED ACCOUNTS (CONTINUED)
FOR THE YEAR ENDED 31 JULY 2003

7

Stocks

Programming
Video tape stock

Debtors

Trade debtors

Amounts owed by parent and fellow subsidiary undertakings
Corporation tax

Other debtors

Prepayments and accrued income

Deferred tax asset (see note 11)

Amounts falling due after more than one year and included in the debtors
above are:

Prepayments

Creditors: amounts falling due within one year

Bank loans and overdrafts (see note10}

Net obligations under hire purchase contracts
Trade creditors

Corporation tax

Other taxes and social security costs

Other creditors

Credii card creditor

Accruals and deferred income

2003 2002
£ £
167,874 167,874
28,140 30,000
196,014 197,874
2003 2002
£ £
894,873 1,014,320
433,508 95,775
4,735 6,000
476,547 468,891
924,833 778,137
- 1,006
2,734,496 2,364,129
2003 2002
£ £
165,088 280,750
2003 2002
£ £
33,333 827,531
70,481 113,292
1,195,161 699,758
21,330 51,955
63,886 144,304
- 36,000
13,107 17,362
1,068,716 376,024
2,466,014 2,266,316

-15-




IFE SERVICES LIMITED

NOTES TO THE ABBREVIATED ACCOUNTS {CONTINUED)
FOR THE YEAR ENDED 31 JULY 2003

10 Creditors: amounts falling due after more than one year 2003 2002
£ £
Bank loans 13,889 47,223
Net obligations under hire purchase contracts 165,570 87,990
179,459 135,213
Analysis of loans
Wholly repayable within five years 47,222 80,556
47,222 80,556
Included in current liabilities (33,333) {33,333)
13,889 47,223
Loan maturity analysis
In more than one year but not mere than two years 13,889 47,223

The obligations to the bank are secured by a debenture of IFE Services Limited, as well as assignment of

Life polices acceptable to the bank on the lives of two of the directors.

Net obligations under hire purchase contracts

Repayable within one year 81,920 137,211
Repayable between one and five years 189,032 99,878
270,952 237,089
Finance charges and interest allocated to future accounting periods (34,901} (35,807)
236,051 201,282
Included in liabilities falling due within one year {70,481) {113,292}
165,570 87,990

-16 -




IFE SERVICES LIMITED

NOTES TO THE ABBREVIATED ACCOUNTS (CONTINUED)
FOR THE YEAR ENDED 31 JULY 2003

11 Provisions for liabilities and charges

Deferred tax
liability
£
Balance at 1 August 2002 {1,008)
Profit and loss account 2,588
Balance at 31 July 2003 1,582
The deferred tax liability is made up as follows:
2003 2002
£ £
Accelerated capital allowances 1,582 8,171
Other timing differences - (9,177)
1,682 {1,006)
12 Share capital 2003 2002
£ £
Authorised :
3,508 Ordinary shares of £ 1 each 3,508 3,508
Allotted, called up and fully paid
3,350 Ordinary shares of £ 1 each 3,350 3,350

13 Statement of movements on reserves

Share Profit and

premium loss

account account

£ £
Balance at 1 August 2002 498,650 317,896
Retained profit for the year - 160,212
Balance at 31 July 2003 498,650 478,108

-17 -




IFE SERVICES LIMITED

NOTES TO THE ABBREVIATED ACCOUNTS (CONTINUED)
FOR THE YEAR ENDED 31 JULY 2003

14

15

16

17

Reconciliation of movements in shareholders' funds
Profit for the financial year
Opening shareholders’ funds

Closing shareholders' funds

Contingent liabilities

2003 2002

£ £
160,212 84,516
819,896 735,380
980,108 819,896

The company has an unlimited intercompany guarantee with its parent company against the liabilities

that both companies have with the bank.

Financial commitments

At 31 July 2003 the company had annual commiiments under non-cancellable operating leases as

follows:
Land and buildings Other
2003 2002 2003 2002
£ £ £ £
Expiry date:
Within one year - - 6,964 -
Between two and five years 61,390 61,390 18,080 32,457
61,390 61,390 25,044 32,457
Directors' emoluments 2003 2002
£ £
Emoluments for qualifying services 767,223 613,647
Emoluments disclosed above include the following amounts paid to the
highest paid director:
Emoluments for qualifying services 272,391 226,117

-18 -




IFE SERVICES LIMITED

NOTES TO THE ABBREVIATED ACCOUNTS (CONTINUED)
FOR THE YEAR ENDED 31 JULY 2003

18 Employees

Number of employees
The average monthly number of employees {including directors) during the

year was;
2003 2002
Number Number
Admin 13 12
Sales and Production 19 16
32 28
Employment costs
£ £
Wages and salaries 1,317,067 683,294
Social security costs 155,886 68,021
1,472,953 751,315

19 Ultimate parent company

The company is a wholly owned subsidiary of IFE Holdings Limited, a company registered in England and

Wales.

-19-




IFE SERVICES LIMITED

NOTES TO THE ABBREVIATED ACCOUNTS (CONTINUED)
FOR THE YEAR ENDED 31 JULY 2003

20 Related party transactions

The following transactions were entered into with related parties.
Legal services to the value of £46,245 (2002 :£80,322) were purchased on an arms length basis from

Withers LLP, a firm of solicitors in which Anthony Indaimo is a partner. At the year end £20,092 (2002 :
£42,135) was owed to this firm in relation to these purchases.

During the year the company operated an intercompany loan account with its parent company IFE

Holdings Limited. At the year end the company was owed £428,353 (2002 :£95,775 owed) in respect of
this loan account.

During the year the company paid £761 (2002: £1,492) to Guernsey Media.com, a company in which

Patrick Cox is a director, for expenses incurred. At the year end £nil (2002 : £nil) was owed fo this
company.

At the year end £470,332 (2002 : £468,891) was owed to the company by International Television
Partners Limited, a company in which Mark Hogg and Walli Ullah are both directors and shareholders,
regarding work undertaken for the development of future products and services in Television production.

During the year the company bought and sold goods and services from the following companies of which
Mark Hogg and Walli Ullah are beth directors and shareholders.

Executive Concierge Services Limited; £2,348 of services were bought and £24,046 were sold during
the year. At the year end Executive Concierge Services Limited owed the company £5,631.

Executive Candidate Services Limited: £7,138 of services were bought and £1,951 were sold during the
year. At the year end Executive Candidate Services Limited owed the company £1,193 and IFE Services
Limited owed Executive Candidate Services Limited £2,468.

-20-




