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Yell Limited

Report of the Directors for the year ended 31 March 2007

The directors present their report and the audited financial statements of the Company for the year ended
31 March 2007

Principal actvities

The Company’s principal activities during the year were the provision of classified directory advertising
and associated products and services 1 the United Kingdom

Review of business and future developments

Overall revenue grew by 3% to £719,889,000 Growth was dnven by a 61% mcrease i revenue from
Yell com, whereas our printed directories dechned by 3% Revenue from UK Printed Directones
followed the 3% decline 1n the total number of unique print advertser, which fell to 450,000 due to
competition Average revenue per umque advertiser decreased to 0 4% to £1,335 The regulatory price
cap of RPI-6% required us to reduce Yellow Pages rate card prices by an average of 2 6% dunng the year
and restricted our ability to compete effectively through mnovative marketing inttiatives Retention was
stable at 75%

Yell com’s revenue grew by 61% with growth of 13% m searchable advertisers at 31 March to 196,000
Umque users grew 12% compared with last year and we grew recognised revenue per average searchable
advertiser 37% mainly through selling lugher value products to existing customers

Yell Ltd’s profit before tax decreased by 6 1% (2006 12 2% ncrease)

The relaxation of regulation m the UK will provide us with greater marketing freedom to expand the
benefits of advertisig m our products and so increase future sales volumes Even though our marketing
and sales under the new regulation will begin 1 2008, the effect of these efforts will not be felt untl the
2009 financial year

The principal nisks and uncertamnties that may affect the Company’s long term value or prospects,
mcludmmg significant relationships with stakeholders, are given below

Financial risk management

The company’s operations expose 1t to a variety of financial risks that include the effects of changes m
debt market prices, credit nsk, hquidity nsk and interest rate nsk The company has in place a risk
management programme that seeks to limt the adverse effects on the financial performance of the
company by monitoring levels of debt finance and the related finance costs

In order to ensure stability of cash out flows and hence manage interest rate nisk, the company has a
policy of mamtaining a certam level of debt at fixed rate  Further to this the company seeks to mimruse
the nisk of uncertain funding 1n 11s operations by borrowing within a spread of maturnty penods

Given the size of the company, the directors have not delegated the responsibihity of momtoring financial
nsk management to a sub-commutiee of the board The policies set by the board of duectors are
mmplemented by the company’s finance department The department has a policy and procedures manual
that sets out specific guidehnes to manage nterest rate nisk, credit nsk and circumstances where 1t would
be appropnate to use financial instruments to manage these

Price nisk

Increased paper prices could have a matenal adverse effect on our business Paper 15 our single largest
raw matenal expense In the 2007 financial year, paper costs were equivalent to 3 2% of company
revenue and represented 9 2% of costs of sales We try to hmut our exposure to market fluctuations
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through contracts and pricing arrangements with our suppliers Our current arrangements expire in
March 2009 It 15 always possible, however, that we will not be able to renew these arrangements on
satisfactory terms, 1f at all Failure to agree satisfactory terms or failure of any of our major supphers to
dehiver, could force us to buy some or all of our paper 1 the spot market, at potentially ligher prices,
until new arrangements are put in place

Credit risk

The company could be adversely affected by the reliance on, and extension of credit to, small and
medim-sized busmesses A sigmificant part of our revenue comes from selling advertisimg to small and
medinm-sized businesses These types of businesses tend to have few financial resources and 1t 1s normal
and necessary busmess practice for us to offer credit terms to many of them However, failure rates for
small and medium-sized businesses tend to be higher than for large businesses, a factor that could have a

sigmificant impact on bad debt levels and on the number of advertisers renewing thewr advertising each
year Full collection of overdue accounts can take longer than for larger businesses

Laqurdaty risk

The company actively mamntams a mixture of long-term and short-term debt finance that 1s designed to
ensure the company has sufficient available funds for operations and planned expansions

Interest rate cash flow risk

The company has both mterest bearing assets and interest bearing habilities Interest beanng assets
mclude only cash balances, all of wiuch earn interest at vanable rate The company has a policy of
mamntaning a percentage of debt at fixed rates to ensure certamty of future imterest cash flows The

dwrectors will revisit the appropniateness of this policy should the company’s operations change 1n size or
nature

Results and dividends

The Company’s profit after tax for the financial year 18 £119,302,000 (2006 £129,515,000)
A dividend of £150,000,000 was proposed and paid duning the year (2006 £147,000,000)
Directors and their interests

The directors who held office during the year and up to the date of approval of the financial statements
are stated on page 3 They are not rerrmunerated for their services as directors for Yell Limted

The interests of John Condron, John Davis and Lyndon Lea who are also directors of the ultzmate parent
company, Yell Group plc, are shown m the annual report of that company

Charitable and political donations

Dunng the past financial year the Company has made chantable donations totalling £1,048,901 (2006
£807,195), which support varions commumty related charities and projects No polincal donations were
made dunng the year

Related party transactions
Details are provided 1n note 22 to the financial statements
Employees

Yell Group mclusive of Yell Limrted has a Recruitment and Selection Policy that states that we are
comutted to the employment of people with disabilines Moreover, we guarantee an interview 1o people
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with disabilites who meet the mummurm selection cntena for any vacancy Yell UK 1s registered as a
Two Tick employer as it satisfies the UK government’s criteria on the employment of people with
disabilities

Our Equal Opportunities Policy contamns a code of good practice on disability which states that an
individual who becomes disabled whilst 1 employment will recerve support to ensure, wherever
possible, they are able to continue 1n thewr role This watl mvolve whatever reasonable adjustments can be
made on consultation with the individual

Alternatively, agam m consultation with the individual, other positions will be considered where the
individual’s skalls and abilities match the requirements of the role, again, making reasonable adjustments
where appropriate

We will ensure that traming and career development 1s equally available to people wath disabihities,
tailored where pracucable for their specific needs

An extensive range of commumication and consultative arrangements are mstigated by the Company such
as the mtranet, vantous printed publications and live bniefings These help to ensure that employees are
kept fully informed about developments 1n the group, including the group’s financial performance

Policy and practice on payment of current liabilities

The Yell Group’s policy 1s to use its purchasing power fairly and to pay promptly and as agreed The
Company has a variety of payment terms with supphiers The term for payments for purchases under
major contracts are settled when agreeing the other terms negotiated with the indrvidual suppliers

It 15 the Company’s policy to make payments for other purchases within 30 working days of the invoice
date, provided that the relevant mnvoice 15 presented to the Company 1n a tumely fasmon and 15 complete
The Company’s payment terms are printed on the Company's standard purchase order forms or, where
approprate, specified n the mdividual contracts agreed with supphers

At 31 March 2007, trade payables represented 40 days (2006 27 days) of purchases
Post balance sheet events

Please see note 26 to the financial statements

Statement as to disclosure of information to auditoers

Each director of the Company confirms that (2) so far as he 1s aware, there 1s no relevant audit
mformation of which the Company’s auditors are unaware, and (b) that he has taken all the steps that he
ought to have taken as a director m order to make himself aware of any relevant audit informatzon and to
estabhish that the Company’s auditors are aware of that mformation For purposes, relevant audit
mformation means information needed by the Company’s auditors in connection with preparnng their
report set out on page 8

Auditors

A resolution to re-appoint PricewaterhouseCoopers LLP as auditors, they having confirmed their
willingness to act, will be proposed at the Annual General Meeting
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Statement of Directors’ responsitbilities i respect of the Annual Report and the financral
statements

The directors are responsible for prepanng the Annual Report and the financial statements in accordance
with applicable law and regulations

Company law requires the directors to prepare financial staternents for each financial year Under that
law the directors have elected to prepare the financial statements 1n accordance with International
Financial Reporting Standards (IFRSs) as adopted by the European Union The financial statements are
required by law to give a true and farr view of the state of affawrs of the company and of the profit or loss

of the company for that penod
In preparing those financial statements, the directors are required to

e select sumitable accounting policies and then apply them consistently,

¢ make judgements and estmates that are reasonable and prudent,

s  state that the financial statements comply with [FRSs as adopted by the Ewropean Umon

» prepare the financial statements on the gomg concern basis unless 1t 1s mappropnate to presume
that the company will continue m busimness, it which case there should be supporting
assumptions or quahfications as necessary

The directors confirm that they have complied with the above requrrements i preparing the financial
statements

The directors are responsible for keeping proper accounting records that 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 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
uregularities

By order of the Board

{ flder.

Howard Rubenstein
Company Secretary Date 5 June 2007
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF YELL LIMITED

We have audited the financial statements of Yell Limited for the year ended 31 March 2007 which
compnse the Income Statement, the Balance Sheet, the Cash Flow Statement, the Statement of
Recogmsed Income & Expense and the related notes These financial statements have been prepared
under the accounting policies set out therem

Respective responsibilities of directors and auditors

The directors’ responsibilities for prepanng the Annual Report and the financial statements m accordance
with applicable law and International Financial Reporting Standards (IFRSs) as adopted by the European
Union are set out w the Statement of Directors’ Responsibilities

Our responsibihity 15 to audst the financial statements m accordance with relevant legal and regulatory
requrements and International Standards on Auditing (UK and Ireland) This report, mcluding the
opmon, has been prepared for and only for the company’s members as a body 1n accordance with
Section 235 of the Companies Act 1985 and for no other purpose We do not, m giving this opmnion,
accept or assume responsibility for any other purpose or to any other person to whom this report 1s shown
or mto whose hands it may come save where expressly agreed by our prior consent in writing

We report to you our opinien as to whether the financial statements give a true and fair view and whether
the financial statements have been properly prepared m accordance with the Companies Act 1985 We
repott to you whether i our opuuon the information given i the Directors’ Report 15 consistent with the
financial statemnents We also report to you if, n our opuuon, the company has not kept proper
accounting records, 1f we have not received all the mmformation and explanations we requare for our audit,
or 1if mformation specified by law regarding directors’ remuneration and other transactions 1s not

disclosed

We read the Directors’ Report and consider the implications for our report if we become aware of any
apparent rsstatements within 1t

Basis of audit opimion

We conducted our audit mn accordance with International Standards on Auditing (UK and Ireland) 1ssued
by the Auditing Practices Board An audit mcludes exarmnation, on a test basis, of evidence relevant to
the amounts and disclosures mn the financial statements It also mncludes an assessment of the sigmficant
estimates and judgments made by the directors m the preparation of the financial statements, and of
whether the accounting policies are appropnate to the company’s circumstances, consistently apphed and
adequately disclosed

We planned and performed our audit so as to obtan all the information and explanations which we
considered necessary m order to provide us with sufficient evidence to give reasonable assurance that the
financtal statements are free from matenal musstatement, whether caused by fraud or other uregulanty or
error In formumg our opinton we also evaluated the overall adequacy of the presentation of mmformation
the financial statements
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Opinion
In our opmion

e the financial statements give a true and far view, m accordance with IFRSs as adopted by the
European Union, of the state of the company’s affairs as at 31 March 2007 and of 1ts profit and cash
flows for the year then ended,

e the financial statements have been properly prepared in accordance with the Compames Act 1985,
and

+ the mformation given 1 the Directors’ Report 15 consistent with the financial statements

PricewaterhouseCoopers LLP

Chartered Accountants and Registered Auditors
London

5 June 2007
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Income Statement for the year ended 31 March 2007

Note 2006 2007
£2000 £°000
Revenue 698,873 719,889
Cost of sales 2 (245,763) (258.869)
Gross profit 453,110 461,020
Distnbution costs (16,240) (16,009)
Admunistrative expenses (198,568) (205,603)
Operating profit 238,302 239,408
Finance costs (73,244) (110,797)
Finance income 18,927 44,040
Net finance costs 4 (54,317 (66,757)
Profit before taxation 183,985 172,651
Taxation 5 (54,470) (53,349)
Profit for the financial year 128,515 119,302
Drvidends paid to equuty shareholders 6 (147,000) (150,000)

In accordance with IFRS dividends are not recognised until the period in which they are approved
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Statement of Recognised Income & Expense for the year ended 31 March 2007

2006 2007 |
£7000 £000
Profit for the financial year 129,515 119,302
Actuarial (losses)/gams on defined benefit pension schemes (3,445) 16,098
Changes m fair value of financial instrurments used as hedges 952 13,572
Tax effect of net expenses not recogmsed in 1ncome statement 1,033 (4,829)
Tax on share based payments 1,680 2,430
Net expenses recogmsed directly mn equity 220 27,271
Total recogmsed income for the year 129,735 146,573
Adoption of [AS32/39 — Intal recognition of financial instruments
used as hedges (784) .
Adoption of IAS32/39 — Tax effect of Imtial recognition of financial
mstruments used as hedges (235) R
128,716 146,573

11
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Balance Sheet as at 31 March 2007

Note 2006 2007
£000 £000
Non current assets
Goodwall 7 1,009,191 1,009,151
Otbher Intangible assets 6,578 10,503
Property, Plant & Equipment 9 22,000 26,402
Deferred tax assets 13 36,705 26,559
Investments 10 - -
Trade & other receivables 12 55,459 60,664
Total non-current assets 1,129,933 1,133,319
Current assets
Drrectories m development Il 67,108 69,431
Trade and other receivables 12 270,307 1,073,412
Cash and cash equivalents 15,865 22,734
Total current assets 353,280 1,165,577
Current habilitres
Loans and other borrowings 14 (223,942) (84,311)
Current tax liabihnes (20,592) (10,027)
Trade and other payables 16 {193,905) (233,932)
Total current Liabilities (438,439) (328,270)
Net current assets (85,159) 837,307
Non-current habthties
Loans and other borrowings 14 (639,350) (1,577,983)
Retirement benefit obhgations 21 (39,865) (27,222)
Deferred tax liabilines 13 {4,489) (9,987)
Trade and other payabies 16 {4,150) {(1,981)
Total non-current kabilities (687,894) (1,617,173)
Net assets 356,880 353,453
Capital and reserves
Share capital 17,19 - -
Share premium account 17,19 325,971 325971
Other reserves 18,19 (78,279) (53,480)
Retamed Eamings 19 109,188 80,962
356 880 353,453

Equty shareholders’ funds

The financal statements on pages 10 to 41 were approved by the board of directors on 5® June 2007 and

12
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Cash Flow Statement for the year ended 31 March 2007

2006 2007

£7000 £7000
Cashflows from operating activities:
Cash generated from operations 177,363 281,369
External interest paid (32,803) (76,825)
External mterest received 1,230 4,320
Interest paid to group undertakmgs (7,021) -
Interest received from group undertakings 32,184 409
Net income tax paid (20,763) (32,790)
Net cash inflow from operating activities 150,190 176,483
Cash flows from invesfing activities
Purchase of property, plant & equipment (15,399) (17,361)
Loans to other group companies - (34,470)
Principle recetved from other group compames - 144,820
Net cash outflow from nvesting activities (15,399) 92.989
Cash flows from financing activities
Acqusition of new loans 300,000 1,324,264
Repayment of borrowings (544,000) (333,1066)
Net movements from other group undertakings 43 990 (879,211)
Net movement on revolving credit facility 225,000 (203,000)
Fmancing fees paid (5,292) (21,207)
Drividends paid (147,000} (150,000)
Net cash outflow from financing activities (127,302) {262,260)
Net increase 1n cash and cash equivalents 7,489 6,869
Cash and cash equivalents at bcgmnmé of year 8,376 15,865
Cash and ecash equivalents at end of the year 15,865 22,734

13
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Cash generated from operations for year ended 31 March 2007

20006 2007

£000 £000
Profit for the year 129,515 119,302
Ad)justments for.
Tax 54,470 53,349
Depreciation of property, plant & equipment 8,445 10,000
Profit on disposal - 49
Amortisation of software costs 2,678 3,484
External finance cost 36,583 78,763
Finance costs owed to group undertakings 30,218 23,945
Finance mcome due from group undertakings (17,697) (37,230)
Finance fees amornsed 6,443 8,089
Extemnal finance mcome (1,230) (6,810)
Changes in working capatal:
Dhrectories mn development (4,700) (2,323)
Trade & other recervables (29,267) 4,043
Trade & other payables 26,498 26,749
Pension deficit repair (64,800) -
Other non cash 207 (41)
Cash generated from operations 177,363 281,369

14
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Notes to the financial statements for the year ended 31 March 2007

Basis of preparation

The financial statements have been prepared m accordance with International Fipancial Reporting
Standards (IFRS) as adopted by the European Umon (EU) under the histonical cost convention as
modified by the reduction of land and buildimngs, and fancial assets and liabilities (including derrvative
mstruments) at fair value through the mcome statement and m accordance with the Compamnies Act 1985
Accordingly these financial statements have been prepared m accordance with IFRS as adopted by the
European Union and therefore comply with Article 4 of the EU IAS Resolution A summary of the more
mmpartant accounting policies 1s set out below

The preparation of the financial statements m conformuty wath IFRS requires management to make
estimates and assumptions that affect the reported amounts of the mcome statement, balance sheet and
disclosure durmg the reported period Actual results could differ from those estunates Estumates are used
principally when accounting for provision for doubtful debts, amortisanon of software, depreciation,
employee pensions and taxes Those areas are disclosed 1 the notes

1. Accounting polhicies

The principle accounting policies applied i the preparation of these financial statements are set out
below These policies have been consistently applied unless otherwise stated

{2) Revenue

Revenue, which excludes value added tax and sales allowance comprises the value of products provided
by the Company Revenue from classified durectories, Busmess Pages and other directones, mamly
comprsing advertising revenue, s recogmsed m the mcome statement upon completton of mnimum

delivery obhgations to the end user Other revenue, principally from Yell com and Yellow Pages 118247,
1s recogmsed from the pomt at which services are first provided over the hife of the contract

{b) Cost of Sales

Cost of sales are costs incurred 1 developing directories and other products Provisions for impatrment
of trade recervables are also mcluded within cost of sales

(¢) Advertising

The company expenses the costs of adverusing 1ts own products and services as the costs are imcurred

{d) Fimance costs and income

Fmance costs payable are charged as incurred on an accruals basis Finance mcome receivable is
recognised on an accruals basis

(e) Foreign currencies
Monetary assets and lhabilities denomunated m foreign currency are translated mto sterling at the rates of
exchange ruling at the balance sheet date Trading transactions denormnated m foreign currency are

translated mto sterling at the rate of exchange ruling when the transaction was entered into  Exchange
differences are mcluded in the income statement 1n the period in which they anse

15
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(f) Goodwill

Goodwill which arose on the acquisition of the companies business and net assets from BT Group plc
represents the surplus of the purchase consideration over the fair value of the net separable assets
acquired Goodwill 1s capitalised and 1s subject to mmparment review, both annually from the date of
transizon onwards and when there 1s mmdications that the carrying values may not be recoverable
Goodwill 15 carned at cost less accurmulated impairment losses

(g) Other non-current intangible assets

Other tangible assets compnses solely of software costs Software costs are held at cost less accumnlated
amortisatton Software 15 amortised on a straxght line basis over 1ts useful economuc Iife, which does not
generally exceed five years The amortsation period and method are reviewed and adjusted, 1f
appropnate at each balance sheet date

(h) Property, plant and equipment

Property, plant and equipment 1s stated at lustonical cost less depreciation  Cost compnises the purchase
price and any other costs of bringing an asset mto use Depreciation 15 provided on property, plant and
equiprnent on a strarght-line basis from the hme they are available for use, so as to write off their costs
over their estimated useful economic hives taking mto account any expected residual values

Reviews are made annually of the estmated remaining lives and residual values of individual productive
assets and adjusted prospectively, 1f appropnate, takmg account of commercial and technological

obsolescence as well as normal wear and tear

The estimated lives assigned to property, plant and equipment are

Years
Office Equipment 21006
Leasehold improvements 5 (or the life of the lease 1f less than 5 years)

(1) Asset Impairment

Assets with indefimte useful lives are not subject to amortisation and mstead are tested for impairment on
an annual basis and whenever events or changes m crreumstances mdicate that the carrying amount may
not be recoverable Assets which are subject to amortisation are tested for impairment when an event that
mght affect asset values has occurred An impairment loss 15 recogmsed to the extent that the carrymg
amount cannot be recovered either by selling the asset or by the discounted future earmngs from
operating the assets For the purposes of assessing impairment, assels are grouped at the lowest level for
which there are separately 1dentifiable cash flows (cash generating umits, or CGUs) Where assets do not
generate mdependent cash flows and their carrying value cannot be attnbuted to a particular CGU, CGUs
are grouped together at the level at which these assets reside, and the carrying value of this group of
CGUs 1s compared to the recoverable amount of that particular group The recoverable amount 15 the
higher of an asset’s fair value less cost to sell and value i use

()) Investments

Investments are valued at cost less any amounts wnitten off due to impairment

16
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(k) Leased assets

Rentals 1n respect of operatng leases, where substanuially all the benefits and risks of ownership remam
with the lessor, are charged to the mcome statement as incurred on a straight line basis over the life of the
lease

() Directories in development

The cost of directones m development 1s recogmised as a current intangible asset where the costs directly
attributable to the development of the directory can be measured reliably When directories are launched
on a non-paid basis the costs are expensed as incurred  The development costs mamly compnse the
direct costs of certain personnel dedicated to developing adverts and creating the contents for directones
and artwork and other dwrectory production and development costs, including appropnate directly
attributable overheads The asset 1s amortised to cost of sales on completion of delivery of the relevant
directory when the related revenue 1s recogmsed

(m) Trade receivables

Trade recervables are recogmsed mbally at fair value A provision for impairment of trade recervables 1s
estabhshed when there 1s objective evidence that the Company will not be able to collect all amounts due
according to the ongmal terms of the recewvables The' provision is calculated by estmatmg future
cashflows from trade receivables on the basis of histoncal loss experience

(n)} Cash and cash equivalents

Cash and cash equivalents represent cash n hand, bank deposits repayable on demand, and other short-
term highly liquid investments with ongmal maturities of three months or less readily convertible nto

cash
{o) Borrowings

All borrowings are mnally stated at the fair value of consideration received after deduction of rssue
costs Borrowmgs are subsequently stated at amortised cost Issue costs are charged to the income
statement together with the coupon, as finance costs, on a constant-yield basis over the term of the
borrowngs, or aver a shorter pertod where the lender can require earhier payment

(p) Employee benefits

The company expenses employee benefits as employees render the services that give rise to the benefits
m accordance with IAS 19 Employee Benefits

Pension obligations

The employees are members of the Yell Group plc group pension schemes The substantial majonty of
employees employed before 1 October 2001 are members of Yell Group plc defined benefit scheme

Employees employed subsequent to 1 October 2001 are members of the Yell Group ple defined
contribution scheme Contnbutions are charged against operating profit as they fall due

Al pension schemes are independent of Yell Lumted’s finances Actuanal valuanons of the defined
benefit scheme are carried out as determined by the trustees at mtervals of not more than three years, the
rates of contribution payable and the pension cost being determned on the advice of the actuanes, having
regard to the results of these valuanons In any interveming years, the actuaries review the continwing
appropriateness of the contributon rates

17
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The balance sheet mcludes the surplus or deficit in the defined benefit scheme taking assets at their year-
end market values and habihties at therr acmanally calculated values discounted at the year-end AA
corporate bond mterest rates  The cost of benefits accruing durmng the year i respect of current and past
service 15 charged agamst operating profit The expected return on the schemes’ assets and the increase
m the present value of the schemes’ Labilies anising from the passage of tume are mncluded n other
finance costs or mcome Actuarial gains and losses on pension schemes are recognised immediately 1n
the statement of recognised mcome and expense

Payments to Yell Limited’s defined contnbution schemes are recogmsed as employee benefit expense
when they are due Yell Limited has no further payment obligations once the contributions have been
paid Prepaid contributions are recogmsed as an asset to the extent that a cash refund or a reduction 1n the
future payments 1s available

Employvee share schemes

The fair value of employee share based payments 1s calculated using the Black-Scholes model, In
accordance with IFRS 2 Share Based payments the resulting cost 1s charged agamst mcome over the
vesting period of the awards The value of the charge 1s adjusted to reflect expected and actual levels of
options vesting

{q) Taxation

The charge for taxation 18 based on the profit for the pertod and takes into account deferred taxation
where transactions or events give nise to temporary differences between the treatment of certamn items for
taxation and for accountmg purposes Provision 18 made n full for deferred tax habiittes Deferred tax
assets are recogmsed to the extent that it 1s probable that future taxable profit will be available agamst
which the benefit can be reahsed

Current tax 15 provided at the amounts expected to be paid or recovered under the tax rates that have been
enacted or substantially enacted by the balance sheet date Deferred tax 1s measured at the rates that are
expected to apply m the periods in which the temporary differences are expected to reverse, based on tax
rates and laws that have been enacted or substantially enacted by the balance sheet date Deferred tax
assets and liabilities are not discounted

(r) Derivative Financ:al instruments and hedging (effective 1 April 2005)

Denvatives are mitially recogmsed as fair value on the date a derivative contract 1s entered mto and are
subsequently remeasured at fair value The method of recogmising the resulting gam or loss depends on
whether the derivative 1s designated as a hedging mstrument and 1f so, the nature of the item bemng
hedged The Company designates certamn derrvatives as erther

o Hedges of the farr value of recogmsed assets and habihities or a firm commtment (farr value
hedges),
Hedges of ighly probable forecast transacnions (cash flow hedges), or
Hedges of net mnvestment 1 foreign operations {net invesunent hedges)

Changes m fair value of denivatives that are designated and qualify as fair value hedges are recorded in
the mcome statement, together with any changes m the fair vatue of the hedged asset or habality that are
attributed to the hedged nisk

The effective portion of changes n the fair value of dertvatives that are designated and quahfy as a cash
flow hedge s recogmised as equity The gam or loss relating to the meffective pornion is recognised
immediately m the mcome stalement Amounts accumulated m equity are recycled to the mcome
staternent m the peniod when the hedged item will affect profit and loss (for instance, when the forecast
transaction that 15 hedged takes place) When a hedging mstrument expires or 1s sold, or when a hedge no
longer meets the cntena for hedge accounting, any cumulative gan or loss existng 1 equity and 18
recogmised when the transachon 1s ultunately recogmsed mn the income statement
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Issue costs are mtially capitalised and are then charged to the income statement over the term of the
borrowings or over a shorter penod where the lender can require earhier payment

{s) Drvidends

Interim dividends are recogmsed when they are paid Final dividends are recogmised when they are
approved by shareholders

(t) Contingent labihities

Through the normal course of business, Yell Limted 1s mvolved m legal disputes, the settlement of
which may mvolve cost to the Company These costs are accrued when payment 1s probable and
associated costs can be reliably estimated

Cnitical accounting estimates and judgements

In general, our accounting pohicies under IFRS as adopted by the European Umon are consistent with
those generally adopted by others operating withm the same industry i the UK

In prepanng the company financial statements, our management has made uts best estimates and
judgements of certam amounts mcluded in the financial statements, giving due consideration to
mateniality We regularly review these esttmates and update them when required  Actual results could
differ from these estmates  Unless otherwise mdicated, we do not believe there 15 a great likelihood that
matenally different amounts would be reported related to the accounting policies described below We
consider the followmng to be a descripnon of the most significant estimates, which requre our
management to make subjective and complex judgements, or matters that are mherently uncertam

(a) Allowance for doubtful debts

Recervables are reduced by an allowance for amounts that may become uncollectible m the future We
contrnuously monitor collections and payments from our customers and maintain a provision for
estimates from our customers and mamtam a provision for estimated credit losses based upon our
historical experience and any specific customer collechon issues that we have idennfied We have
demonstrated the ability to make reasonable and rehable estimates of allowances for doubtful accounts
based on significant histornical experience Whilst such bad debts have histoncally been within our
expectations and the provisions established, we cannot guarantee that we will contue to expenence the
same credit loss rates that we have m the past

The bad debt expense was £21,833,000 during the 2007 financial year and at 3 0% of revenue was 0 2%
lower i companson to the previous year

If our allowance for credit losses as a percentage of revenue had been 1% hngher or lower duning the year
ended 31 March 2007, then profit before tax would have vaned by approximately £7,199,000

(b) Economic hives of other non-current mntangible assets and property, plant and equipment

Other non-current mtangible assets and property, plant and equipment are long-hved assets that are
amortised over their useful lives Useful Iives are based on management’s estimates of the penod over
which the assets will generate revenue  If the useful econormc hives had mcreased by an average of one
year durmg the year ended 31 March 2007, then our amortisation charge would have vaned by
approximately £7,745,512  If the useful economuc lives had decreased by an average of one year, our
amortisation charge would have vared by approximately £14,674,482 Our depreciation charge would
have vaned by approximately £2,253,673 1f the useful hves had mcreased by an average of one year, or
by approximately £4,675,297 if the useful lives had decreased by an average of onc year

Histonically, we have not realised large gains or losses on disposals of property, plant and equipment
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{c) Estimated pension obhigations

The deterrmmnation of our obligation and expense for pensions 1s dependent on the selection of
assumptons that are used by our actuanes m calculatng such amounts These assumptions are described
m note 21 and mclude, amongst others, the rate at which future pension payments are discounted to the
balance sheet date, mflation expectations, the expected long-term rate of retum on plan assets and
average expected increase i compensation over and above mflation Whilst we beheve that our
assumptions are appropriate, significant differences m our actual expenence or sigmficant changes m our
assumptions can materially affect the amount of our future pension obhganons, future valuation
adjustments m the statement of total recogmsed gams and losses and out future employee expenses

The value of the pension obligations at 31 March 2007 was calculated on the basis that the real mterest
rate at the balance sheet date was 2 1%, which 1s the difference between the discount rate and expected
mflanion The discount rate and expected mflation are determmed by reference to specific types of debt
mstruments bemng traded n the open market Increasmng or decreasing the assumed real interest rate to
2 2% cor 2 0% per annum, respectively, would decrease or increase the present value of the total pension
obligation by approximately £8 Smullion The effect on the market value of assets cannot be estunated
because the value of the scheme’s mvestments do not always change mm Iine with changes in real mterest
rates

The assumed life expectancy at the date of retirement (age 60) for men and women 15 26 5 and 29 4
years, respectively We believe these assumptions are realistic, based on the latest studies of longevity
We estimate that a one-year increase m hfe expectancy would mcrease our pension deficit by
approximately £7 5 nullion

The expected average increase 1 salaries above mflation 1s 1 5%  Increasing or decreasing the rate of
assumed salary mcreases to 1 6% or 1 4% per annum, respectively, would mcrease or decrease our
pension deficit by approximately £3 mnlhion

(d) Tax benefits and obhgations

The determumation of our obligation and expense for taxes requires an interpretation of tax law  We seek
appropnate competent and professional tax advice before making any judgements on tax matters

Whlst we belhieve that our judgements are prudent and appropnate, sigmficant differences m our actnal
experience may materially affect our furure tax charges We recogmse deferred tax assets and habilities
anismg from timing differences where we have a taxable benefit or obligation mn the future as a result of
past events

We record deferred tax assets to the extent that we beheve they are more likely than not to be reahised
Should we determune 1n the future that we would be able to realise deferred tax assets m excess of our
recorded amount or that our liabilines are different than the amounts we recorded, then we would
mcrease or decrease income as appropnate mn the period such determination was made At 31 March
2007 we belteve we have recognised all our potential deferred tax assets

Standards, interpretations and amendments to published standards that are not yet effective
Certain new standards, amendments and mterpretations to existing standards have been published that are
mandatory for accounting periods beginning on or after 1 Aprl 2007 or later peniods but which the

Company has chosen not to early adopt The new standards that could be relevant to the Company’s
operations are as follows

IFRS 7 Financial Instruments: Disclosures and IAS 1 (Amendment)
Presentation of Financial Statements - Capital Disclosures (effective from 1 Apri 2007)

IFRS 7 introduces new disclosures to ymprove the mnformation about financial mstruments It requires the
disclosure of qualitative and quantitative information about exposure {o nsks ansmg from financial
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mstruments, including specified mmmmum disclosures about credit nsk, hquidity nsk and market risk,
mcluding sensitivaty analysis to market risk It replaces IAS 30 Disclosures in the Financial Statements
of Banks and Simular Financial Institutions, and disclosure requirements m IAS 32 Financial Instruments
Disclosure and Presentation [t 15 applicable to all entities that report under IFRS The amendment to
IAS 1 mwoduces disclosures about the level of an entity’s capital and how 1t manages capital We wall
apply I[FRS 7 and the amendment to IAS ! from annual periods begioning 1 Apnl 2007

IFRIC 8 Scope of IFRS 2

IFRIC 8 clanfies that transactions within the scope of IFRS 2 Share-based payments, mclude those
transactions m which the entity cannot specifically 1dentfy some or all of the goods or services recewved
If the 1dentifiable consideration given appears to be less than the fair value of the equity mstruments
granted or liability mncurred, this situation typically mdicates that other consideration has been or will be
received We do not believe that implementation of IFRC 8 will have a significant effect on our report of
operations

IFRIC 11, TFRS 2 — Group and treasury share transactions

IFRIC 11 addresses how a subsidiary should account for nghts over parent company shares 1ssued to 1ts
employees When a parent enfity grants nghts over the parents equity mstruments to the employees of 1ts
subsidiary, as long as the share-based payment arrangerment 1s accounted for as equity-settled m the
consclidated financial statements, the subsidiary should {reat the arrangement as an equity-settled
arrangement
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2. [Expenses by nature

2006 2007
Note £7000 £:°000
Ihstnbution costs 16,240 16,009
Paper costs 24,909 23,704
Printing and binding costs 28,510 28,321
Bad debt expense 22,756 21,833
Pre-press costs 16,544 17,235
Staff costs (note 3} 3 55,372 58,148
Other directory development costs 185,603 202,995
Advertising costs 17,245 33,715
Operating lease charges
Plant & machinery 7,833 8,217
Other 6,095 6,615
Depreciation of property plant & equipment 9 8,445 10,000
Amortisation of software costs 8 2,678 3,484
Other administrative expenses 48341 50,205
Total cost of sales, distnbution costs and admimstrative
expenses 460,571 480,481
The auditor’s remuneration has been disclosed n note 24
3. Employees
2006 2007
Average monthly number of employees (including executive directors)
Marketing and sales 157 434
Other 840 623
Total employees 997 1,057
2006 2007
£000 £°000
Wages and salaries 36,922 37,97
Social secunity costs 4,899 4,018
Other pension costs (Note 21) 13,388 14,288
Severance costs 2,948 1,271
Share based payments 1,346 1,752
Total staff costs payable for the year 59,503 59,300
Movement of staff costs deferred m directortes 1n development (4,131) (1,152)
Total staff costs expensed to the income statement 55,372 58,148
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Directors Remuneration

The directors did not recerve remuneratien for their services to Yell Limuted

4., Net Finance Costs

2006 2007

£7000 £000

Interest payable on bank loans 32,523 77,274
Interest payable on loans from group undertakings 30,218 23,945
Amortisation of finance costs 6,443 8,089
Interest on retirement benefit obligation 3,773 -
Interest rate swaps farr value hedges 287 1,417
Other mterest payable 72
Total finance costs 73,244 110,797
Interest recervable on bank deposits {1,230) (4,490)
Interest receivable on loans to group undertakings (17,697) (37,230)
Interest on retirement benefit obligation - (798)
Interest rate swaps fair value hedges - (1,423)
Other mterest recervable - (99)
Total interest recervable (18,927) (44,040)
Net finance costs 54,317 66,757

Included within the amortisation of finance costs 1s an amount of £4,537,892 1n respect of the wiite off of
1ssue costs following the restructuring of the secured bank loans on the purchase of Yell Publicidad S A

n Spam by Yell Group plc
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5. Taxation

2006 2007

£°000 £°000
Current tax:
UK corporation tax on profit for the penod at 30% 49,597 46,916
Adjustment 1n respect of previous penods (451) 1,309
Total current tax 49,146 48,225
Deferred tax:
Caprtal allowances 288 647
Short term timung differences 3,213 4,558
Adjustment m respect of prior peniods 1,823 (81)
Total deferred tax charge 5,324 5,124
Total Taxation 54,470 53,349

The tax assessed for the pertod 1s lower (2006 lower) than the standard rate of corporation tax in the

UK of 30% The differences are explamed below

2006 2007
£7000 £7600
Profit before tax 183,985 172,651
Profit before tax multiphed by standard rate m UK 30% (2006
30%) 55,196 51,795
Effects of
Pemmnanent items (721) 245
Captal allowances m excess of depreciation (288) (514)
Adjustments to tax charge m respect of previous period (451} 1,309
Other oming differences {4,590) (4,610)
Current tax charge for the penod 49,146 48,225
Taxation charged directly to equity 1s as follows:
2006 2007
£7000 £°000
Deferred tax on actuanal gams and losses 1,633 (4,829)
Tax on share based payments 1,680 2,430
Deferred tax on financial mstruments 219 {5,813)
Total taxation recorded in equity 2,932 (8,212)
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6. Dmwvidends
2006 2007
£000 £2000
hvidends paid 1o equity share holders 147,000 150.000
7. Goodwill
Year ended 31 March 2006 2006 2007
£°000 £°000
Balance at 1 Apnli and 31 March 1,009,191 1,009,191

Goodwill 1s not amortised but s tested for impairment at least annually There has been no impairment
of goodwall in 2006 or 2007

The directors consider the company to be one cash generating urut (CGU) to which the goodwill has been
allocated The recoverable amount of a CGU 1s determuned based on value-m-use calculatons These
calculations use cash flow projections based on financial budgets approved by management covering a
five-year peniod Cash flows beyond the five-year penod are extrapolated usmg the eshmated growth
rate stated below The growth rate does not exceed the long-term average growth rate for the
geographical location 1 which the CGU operates The carrying value of goodwill and the key
assumptions used for value m use calculations were as follows

£°000
Net book value
Camrymg value of goodwill 1,009,191
Growth rate 2 8%
Discount rate 8 0%
The discount rate used 15 after tax and reflects the specific nisks relevant to the Company
8. Other Non-current Intangibles
2006 2007
£2000 £°000
Cost
Balance at beginmng of year 14,662 17,887
Additions 4,092 7,409
Disposals (867) -
Total cost at end of the vear 17,887 25,296
Ameortisation
Balance at beginmng of year (9,452) {11,309)
Charge for the year (2,678) (3,484)
Disposals 821 -
Total amortisation at the end of year (11.309) (14.793)
Net book value at end of the year 6,578 10.503




Yell Limited

9. Property, Plant & Equipment

Year ended 31 March 2006 Leasehold Office Total
Improvements Equpment

£°000 £°000 £°000
Cost
Balance at beginning of year 2,555 45,615 48,170
Addinons 638 10,234 10,872
Disposals - (5,438) (5,438)
Total cost at end of year 3,193 50411 53,604
Depreciation
Balance at begmning of year (394) (28,111) (28,505)
Charge for the year (519) (7,926) (8,445)
Disposals - 5,346 5,346
Total depreciation at end of the year (913) (30.691) (31,604)
Net book value at end of the year 2,280 19,720 22,000
Year ended 31 March 2007 Leasehold Office Total

Improvements Equipment

£°000 £000 £'000
Cost
Batance at begmning of year 3,193 50,411 53,604
Additions 3,883 10,568 14,451
Daisposals ~ - (3,898) (3,898)
Total cost at end of year 7,076 57,081 64,157
Depreciation
Balance at beginning of year (913) (30,691) (31,604)
Charge for the year (1,018} (8,982) (10,000)
Disposals - 3,849 3,849
Total depreciation at end of the year (1,931) (35,8249) (37,755)
Net book value at end of the year 5,145 21,257 26,402
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10 Investments

The Company holds a 100% mterest in Yellow Pages Sales Lumted, a subsidiary undertaking, held at £2
cost Yellow Pages Sales Limited continues to empioy a number of sales and admmistration staff the
costs of whom are recharged to Yell Limited The company 1s registered and mcorporated m England and
Wales The mvestment 15 unlisted In the opimon of the directors, the value of the mvestment 1s not less

than the carrying value
The subsidiary undertaking has the same year end as the Company

The Company 15 exempt from the requirement to prepare and deliver consolidated financial statements
under the provisions of Section 228 of the Compames Act 1985 (as amended by Section 5 of the
Compames Act 1989) as the Company and 1ts subsidrary Yellow Pages Sales Limited are meluded within
the consohdated financial staternents of 1ts ultunate parent company Yell Group plc

11. Directories in development

2006 2007
£7000 £°000
Opening cost 62,408 67,108
Additions 148,411 157,829
Amortisation 1mto cost of sales (143,711) (155,506)
Clesing cost 67,108 69,431
12. Trade and other receivables
2006 2007
£2000 £000
Amounts falling due within one year:
Trade receivables 231,078 256,603
Prepayments 6,673 6,856
Other debtors 17,627 41,128
Accrued income 1,366 1,363
Amounts owed by group undertakings 13,563 767,462
270,307 1,073,412
Amounts falling due after more than one year:
Amounts owed by group undertakings 55,459 58,945
Bank fees - 1,719
325,766 1,134,076

Total recetvables

Amounts owed by group compames are unsecured and interest beanng at a rate of 8%

-

The company’s trade receivables and accrued mcome are stated after deducting a provision for doubtful
debts and sales allowances The movement 1 the provision for doubtful debts were as folows
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2006 2007
£°000 £°000
Balance at beginming of the year (42,681) (44,828)
Charged to tncome statement (38,573) (31,671}
Wntien-off 36,426 36,723
Balance at end of the year (44,828) (39,776)
13. Deferred taxation
Deferred tax asset
2006 2007
£°000 £°000
Balance at beginning of the year 39,388 36,705
Charged to income statement (5,615) (5,124)
Credited directly to equity 2,932 (5,184)
Balance at end of the year 36,705 26,559

The elements of net deferred tax assets recogmsed 1n the accounts at 31 March, were as follows

2006 2007
£°000 £°000
Tax effect of urung differences because of
Excess capital allowances over depreciation 5,607 5215 1
Short term uming differences 31,098 21,344
Recogmised deferred tax assets 36,705 26,559
Deferred tax habilities
2006 2007
£7000 £000
Balance at beginning of the year 4,200 4,489
Credited to mcome statement - -
Credited directly to equity 289 5,498
Balance at end of the year 4,489 9.987

The elements of net deferred tax hiabihites recogmsed m the accounts were as follows
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The elements of net deferred tax habilities recogmised n the accounts were as follows

2006 2007
£7000 £°000
Tax effect of immg differences because of
Short term tmung differences 4,489 9,987
Balance at end of the year 4,489 9,987
14. Loans and other borrowings
Interest 2006 Interest 2007
Rate £000°s Rate £000's
Yo %
Amounts falhing due within one year
Term loans under semor credst facihties 560 - 723 66,213
Revolving loan under semor credit facilities 558 225,000 716 22,000
Unamortised tssue costs {1,058) (3,902)
Total amounts falhing due within one vear 223,842 84,311
Interest 2006 Interest 2007
Rate £000°s Rate £000°s
% %
Amounts falling due after more than one year
Semior credit facilities 560 300,000 7.23 1,224,945
Amounts owed to Group undertakmgs 800 342,830 8.00 365,069
Unamortised 1ssue costs (3,480) (12,031)
Total amounts falling due after more than one 639,350 1,577,983
year
863,292 1.662,294

Net loans and other borrowings

The Semor Credit Facility consists of a £1,324 mulhon term loan The semor credit facilities mclude a
revolving crecht facility of £400m (2006 £600m) At 31 March 2007, £22,000,000 was outstanding
under the revolving credit facihty (2006 - £225,000,000) The sersor credit facilities, ncluding the
Revolving Credit facility, have secunty over shares i Yell Group ple’s prnincipal operating companies
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Debt maturities, net of 1ssue costs, are as follows

Primcipal Deferred Net

Amount Finance Costs Balance

£000°s £000’s £006°s

At 31" March 2006

Withun one year, or on demand 225,000 (1,058) 223,942

Between one and two years - (1,058) (1,058)

Between two and three years - {1,058) (1,058)

Between three and four years - {1,058) (1,058)

Between four and five years 300,000 (306) 299,694

After five years 342 830 - 342,830

Total due after more than one year 642,830 (3,480) 639,350

Total loans and borrowings 867,830 {4,538) 863,292
Principal Defered Net
Amount Finance Costs Balance
£000°s £000’s £000°s

At 31% March 2007

Within one vear, or on demand 88,213 {3,902) 84,311
Between one and two years 99,320 (3,902) 95,418
Between two and three years 132,426 {3,902) 128,524
Between three and four years 198,640 {3,902) 194,738
Between four and five years 794,559 (325) 794,234
After five years 365,069 365,069
Total due after more than one year 1,590,014 (12,031) 1,577,983
Total loans and borrowings 1,678,227 (15,933) 1,662,294

15. Financaal mmstruments and risk management

The treasury function’s primary role 1s to fund mnvestments and to manage hquidity and financial risk,
mcluding nisk from volatlity i currency and interest rates and counterparty credit nnsk The treasury
function 15 not a profit centre and 1ts objective 15 to manage nisk at optimum cost

The treasury functions policy and its activities are subject to a set of controls commensurate with the
magmitude of the mvestments and borrowings under its management Counterparty credit nsk 1s closely
monitored and managed withm the controls set Denvanve financial mstruments, including foreign

exchange contracts, are normally used onty for hedging purposes

The principle financral exposures faced by the company anse from working capital management, tangible
fixed assets, and the management of mterest rate posiions and wnvesting of surplus cash The treasury
function mapages those exposures with the objective of remaining wathin ratios covenanted with the

senior lenders

The Company has largely been funded from cash flows geperated from operatons All significant cash
wflows and outflows associated with the Company are denommated in pounds sterling
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The Company borrows at both fixed and floating rates of mterest and, in order to achieve the objective of
managmg interest rate nsk, parnally hedges its msks through the use of mterest-raie denvaave
mstruments Interest 15 payable under the semior credit facilities at a variable interest rate We have fixed
mterest on at least 90% of the mdebtedness under the semor credit facilines using mterest rate swaps over
the penod to March 2007, with a review of this strategy on a quarterly basis

Other financial mstruments include short term receivables and payables that anse m the normal course of
busmness and, therefore, have been excluded from the disclosures that follow There has been no change
1n the role that financial mstruments have 1 creating or changmng the Yell Groups nsk between 31 March
2007 and the date of these financial statements

Details of the interest rate profile of Yell Lumted’s financial assets and liabilities are as follows

Financial Financial
assets Iiabilities
Floating rate Fixed rate  Floating Total Net financeal
rate habilities
£7000 £:000 £000 £7000 £°000
At 31 March 2006 15,865 (227,000) (298,000) {525,000) (509,135)
At 31 March 2007 22,734  (1,208,000) " (105,200) (1,313,150 (1,290,416)

Total financial liabilines are presented gross before unamortized costs which amount to £17,657,000 at
31 March 2007 (2006 £4,538,000) Details of interest and maturity profiles of specific borrowings are
given 1o note 14 There are no matertal monetary assets or liabihties denommated n currencies other than

local reporting currencies

Interest rate profile

Details of year-end mterest rates on borrowings are set out i note 14 Yell Lumted has entered into
mterest rate swaps for the purpose of hedging future floating nterest rate movements Yell Limted has
fixed interest rates on at least 90% of the imterest exposure on the indebtedness under the senuor credit
facilities using interest rate swaps over the period to March 2007

For the fixed rate financial habilities, the average interest rates and the average periods for which the
rates are fixed are

Weighted average interest rate Weighted average period for

which the rate 1s fixed

Yo Years

At 31 March 2006 57 12
At 31 March 2007 68 32

The floatng rate financial halines bear interest at rates fixed in advance for penods ranging, at Yell
Limited s option, from one month to six months by reference to LIBOR Yell Limuted expects to centinue
to fix 1ts floatng rate financial habilies at the end of each menth by reference to one month LIBOR at

that tume
Borrowing faciines and hquadity risk
Yell Limuted has mamtamed commutted banking facilities to nutigate any liquidity nisk 1t may face There

were comnutted revolving credit faciines at 31 March 2007 of £600,000,000 (2006 £300,000,000) of
which £22.000,000 had been drawn down at 31 March 2007 (2006 £300,000,000) These facilines

expire May 2011
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Gawns and losses on mstruments used for hedgmg are not recognised until the exposure that 15 bemng
hedged 15 itself recogmsed Unrecogmsed gans and losses on the mterest rate dervative mstruments are

as follows
Gaws Losses Net gains
£°000 £000 £000
Unrecognised gains & losses on hedges at 31 March 2007 of
which 19,289 19,289
Expected to be recogmsed 1n the year 31 March 2008 2,928 2,928
16,361 16,361

Expected to be recogmsed after 31 March 2008

Fair values of financial assets and habilines

The Directors consider that the fair value of the Company’s financial assets and habihities are equivalent

to the book value

16. Trade and Other Payables

2006 2007
£000 £000
Amounts faling due within one year
Trade payables 18,347 29,391
Other taxation and social security 17,399 18,199
Accruals and other payables 67,634 81,898
Deferred mcome 77,914 93,974
Amounts owed to group undertakmngs 12,611 10,470
193,905 233,932
Amounts falling due after more than one year
Deferred income 1,313 843
Amounts owed to group undertakings 2,877 1,138
4,190 1,981
Total trade and other payables 198,095 235,913
Amounts owed to group companies are unsecured and mterest beanng at a rate of 8%
17. Share capital
Called up share capital
2006 2007
£ £
Authorised
100 ordinary shares of £1 100 100 -~
Allotted, called up and fully paid
73 73

73 Ordinary shares of £1 each
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Share Premmnm
2006 2007
£°000 £000
At 1 April and 31 March 325,971 325,971
18. Other reserves
Total other
Share based Pensions Hedging reserves
payments reserve reserve
£000 £'000 £2000 £°000
Balance at 31 March 2005 {7,753) (69,727) - (77.480)
Implementation of TAS 32/3& - - - -
- Imtial recogmtion of hedges - - (784) (784)
- Tax effect of mitial recognition of hedges - - (235) {235)
Balance at 1 Apr 2005 {1,753) (69,727) {1,019) {78,499)
Net actuanal losses on defmed benefit
pension schemes - (3,445) - (3,445)
Change m fair value of hedges 733 733
Taxation 1,680 1,033 219 2,932
Net expense recognised directly m equity 1,680 (2,412) 952 220
Balance at 31 March 2006 (6,073) (72,139) {67) (78,279)
Balance at 1 April 2006 (6,073) (72,139) (67) (78,279)
Gross actuanal Iosses on defined benefit
pension schemes - 16,098 - 16,098
Change 1m fair value of hedges - - 19,385 19,385
Taxation (42) (4,829) (5,813) {10,684)
Net income / (expense) recogmused directly (42) 11,269 132,572 24,799
I equity
Balance 21 31 March 2007 (6,115) (60,870 13,505 (53,430)
i9. Statement of changes m equity
Other Retained
Share capital reserves earmngs Total
£°000 £000 £°000 £°000
Balance at 31 March 2005 325,971 {77,480) 126,673 375,164
Implementation of LAS 32/39 - (1,019 - (1,019)
Balance at 1 April 2005 325,971 (78,499) 126,673 374,145
Net expense recognised directly 1 equaty - 220 - 220
Profit for the year - - 129,515 129,515
Total recognused mcome / (expense) - 220 129,515 129,735
Dividends - - (147,000) (147,000)
Balance at 31 March 2006 325,971 (78,279) 109,188 356,880
Balance at 1 April 2606 325,971 (78,279) 109,188 356,880
Net mcome récogmsed directly in equity - 24,799 2,472 27,271
Profit for the year - - 119,302 119,302
Total recogmised income for 2007 - 24,799 121,774 146,573
Dividends - - (150,000} {150,000)
Balance at 31 Marchk 2007 325,571 (53,480) 80,962 353,453
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20 Financral commitments, contingent habilities and htigation

Future aggregate mmimum operating lease payments for the Company at 31 March 2006 and 2007 are as
follows

2006 2007
£°000 £2000
Payable:
Not later than 1 year 13,928 14,832
Later than 1 year and not later than 5 years 30,266 30,124
Later than five years 15,007 15,442
Total future aggregate mimmum operating lease payments 59,201 60.398

Operating lease commutments are principaily i respect of leases of land and buildings

There are no contingent habilites or guarantees other than those mennoned below or ansing m the
ordmary course of the Company’s busmess and on these no matenal losses are anticipated

The Company participates 1 a group bankang arrangement whereby the Company’s assets are provided
as security agamst group loans

No materal losses are anticipated on hiabilities mn the ordmary course of busimess

21. Pensions

The company operates a defined benefit pension scheme for 1ts employees who were employed before 1
October 2001 The scheme benefits provide a pension n reurement based on years of qualfying service
and final pensionable salary The company adopted IAS 19 Employee benefits to account for this scheme
from 1 Apnl 2004 The Company’s Income Statement and Statement of Recognised Income & Expense
for the years ended 31 March 2006 and 2007 meluded the following pension-related charges

Amounts charged to operating profit (admumstrative expenses)

2006 2007
£7000 £°000
Current service cost 17,667 21,499
Termmation benefits 859 895
Amounts expensed for defined benefit schemes 18,526 22.3%4
Contnibutions payable by other group companies {5,589) (8.542)
Net expense for defined benefit schemes 12,937 13,852
Amounts expensed for defined contribution schemes 451 436
Total operating charge 13,388 14,288
Net amount expensed as finance cost for defined benefit scheme
2006 2007
£°000 £600
Expected return on pension scheme assets (10,156) (16,513}
Finance cost on pension scheme habilities 13,929 15,715
Net finance cost of defined benefit scheme 3,773 (798)
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Amount recognised in statement of recogmsed income and expense

2006 2607
£000 £000
Actual return less expected return on pension scheme assets 26,836 199
Expenence (losses) / gains arising on the scheme Liabihties 14,227 (1,307)
Changes n assumptons underlying the present value of the
scheme hiabilines (44.518) 17.200
Actuanal Josses (3.,455) 16,092
Deferred taxation ansing on actuarial loss recogmised m equity 1,033 (4,829
Actuanal loss, net of tax (2,422) 11,263

The cumulative actuartal loss net of tax recogmsed at 31 March 2007 amounts to £35 8§ nullion

Yell Pension Plan (YPP) — Defined benefit section

There are three defined benefit sectons of the YPP, which have been closed to new entrants smce 1
October 2001 There 15 also an unfunded, unapproved scheme for certain employees

The benefit obligation at 31 March 2007 was based on the valuation at 5 April 2006 updated to 31 March
2007 The valuanons, carned out by professionally quahfied independent actuanes, used the following

key assumptions
2006 2007
% per annum % per annum
Dascount rate 49 5.2
Expected return on assets 64 6.3
Dhscount rate on unfunded, unapproved scheme 49 n/a
Salary mcreases 45 4.6
Pension mereases 30 31
30 3.1

Inflation rate

Assumptions regarding future mortality expenence are set based on advice from pubhished statstics The

average hife expectancy in years of a pensioner retiring at age 60 1s as follows

2006 2007

Years Years

Male 265 26.5

Female 294 294
The assets mn the YPP and the annual expected retumn were

2006 2007

%o £°000 % £2000

Equines 72 154,800 7.5 157,527

Corporate bonds 49 4,900 5.2 51,098

Galts 42 111,500 4.5 69.844

Property - - 6.5 23.886

Total assets 271,200 302,355

The expected rates of return were set by reference to yields available on government bonds at the
measurement date and appropniate nisk margmms and are stated gross of the expecied levy to the UK

Pension Protection Fund
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trustees set asset allocation targets at 31 March 2006 and 2007 1n which approximately 55% of the assets
held should be equity mvestments and 45% should be debt secunnes The trustees changed their asset
allocation approach during the year to 31 March 2007, splitting the portfolio into “pre horizon” and “post
honzon” The “pre honzon” assets are all debt secunbies and at 31 March 2007 compnsed around 17% of
the total assets The “post horizon” assets have allocation targets of 60% equities, 10% property and 30%

index-linked debt secunties

2006 2007
£°000 £°000
Total market value of assets 271,200 302,355
Present value of scheme habihities {311,065) {329,577)
Net balance sheet hability (39,865) (27,222)
The following amounts explain the movement mn the pension provision for the years ended 31 March
2006 and 2007
2006 2007
£°000 £°000
Balance at begimning of year (100,344) (39,865)
Reallocation from restructuring accruals - -
Movement 1n year k
Current service cost (17,667) (21,499)
Contributions 86,233 18,147
Past service costs (859) (895)
Other finance costs (3,773) 798
Actuana!l loss (3,455) 16,092
Balance at end of the year {39,865) (27.222)
The amounts recogmsed 1n the balance sheet for defined benefit obligations are as follows
2006 2007
£°000 £000
Present value of funded obligations (309,559} (329,577)
Farr value of plan assets 271,200 302,355
Present value of unfunded obligations (1,506) -
Net balance sheet hability {39,865) {27,222)
Changes 1n the present value of the defined benefit obligation were as follows
2006 2007
£000 £000
Opening defined benefit obligation 250,544 311,065
Current service cost 17,667 21,499
Past service cost 859 895
Finance cost 13,929 15,715
Accral reajlocation - -
Actuanal losses 30,291 (15,893)
Contmibutions by participants 193 177
Benefits paid (2,418) (3.881)
Closing defined benefit obhigation 311,065 329,577

Changes 1 the fair value of plan assets were as follows
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Changes 1n the fair value of plan assets were as follows

2006 2007
£:000 £:000
Opening fair value of plan assets 150,200 271,200
Expected return 10,156 16,513
Actuanal gains 26,836 199
Contributions by employer 86,233 18,147
Contributions by participants 193 177
Benefits paid (2,418) (3.881)
Closing fair value of plan assets 271,200 302,355

The full actuanal valuation at 5 April updated to 31 March 2007 showed a deficit of £27,222,000
Contributions of £16,000,000, plus £2,100,000 1n respect of benefit augmentations were made m the

year

In the year ended 31 March 2006 and until 31 December 2007, the company made contributions at an
average rate of 13 05% of pensionable eamnings mclusive of expenses and hfe assurance premuums, but
exclusive of the Pension Protection Fund Levy From 1 January 2007, the company made contributions at
an average of 23 6% The company’s trustees have agreed that contmbutions for the next year will
continue at the 23 6% rate, with an evaluation of future contributions rates afier the next full valuation
Contributions for the next financial year are expected to be around £17,000,000

Addtionally, “SMART Pensions” were ntroduced with effect from 1 March 2006, under which Plan
participants may accept a reduction 1n their salary n return for non-contributory membership of the Plan,
the reduction bemg equal to the conmbutions otherwise payable The Company makes additional
contributions of a corresponding amount In the year ended 31 March 2007 these amounted to

£2,900,0000 (5 25% of pensionable earnings)

The £16,092,000 actarial loss reflects a £15 increase m habihities, net of £15,893,000 actuarial gams m
asset values The increase m habilities m the year ended 31 March 2007 was pnimanly a result of
dechining real interest rates (the reference market rate to which the discount rate 13 tied, net of mflation)
dunng the year The actuamal loss m the year ended 31 March 2006 was pnmarily the result of changing
our assumptions regarding how long scheme members will live after retirement

As the scheme 1s closed to new members, the current service cost will increase as the members of the
scheme approach retirement

The history of expenence gans and losses 15 as follows

2006 2007
Difference between the expected and actual return on scheme assets
- Gamn (£°000) 26,836 199
- Gam (proportion of scheme assets) 10% 0%
Expenence losses on scheme habilities and changes 1n assumptions
- Profit/(Loss) (£7000) (30,291) 15,893
- Profit/(Loss) (proportion of present value of scheme assets) -10% 5%

Pension Sensitivity

The deterrunation of our obligation and expense for pensions 1s dependant on the selecton of
assumptions that are used by our actuanes m calculanng such amounts Those assumptions are described
above and nclude, amongst others, the rate at which future pension payments are discounted to the
balance sheet date, mflation expectations, the expected long-term rate of return on plan assets and
average expected increase m compensatton over and above mflation Whilst we beheve that our
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assumptions are appropnate, significant changes in our assumptions can matenally affect the amount of
our future pension obligations, future valuation adjustments n the statement of total recognised gamns and
losses and our fumre employee expense

The value of the pension obligations at 31 March 2007 was calculated on the basis that the real mnterest
rate at the balance sheet date was 2 1%, which 1s the chfference between the discount rate and expected
inflation The discount rate and expected wnflation are determned by reference to specific types of debt
mstruments bemng traded m the open market Increasmg or decreasng the assumed real mterest rate to
2 2% or 2 0% per annum, respectively, would decrease or increase the present value of the total pension
obhgation by approximately £8 5 million The effect on the market value of assets cannot be estimated
because the values of the scheme’s investments do not always change 1n line with real mterest rates

The assumed hife expectancy at the date of retirement (age 60) for men and women 1s 26 5 and 29 4
years, respectively The assumed lLife expectancy at age 60 for men and women already retired m 25 5
and 28 3 years, respectively We believe these assumptions are reahistic, based on the latest smdies of
longevity We estumate that a one-year wncrease i hfe expectancy would mcrease our pension defieit by

approximately £7 5 mullion

The expected average increase m salanes above mflation 1s 1 5% Increasing or decreasing the rate of
assumed salary mcreases to 16% or 1 4% per annum, respectively, would mcrease or decrease our
pension deficit by approximately £3 mullion

¥PP - Defined contribution section

The pension cost 1n respect of these schemes represents contributions payable to the funds and amounted
to £1,297,000 for the year ended 31 March 2007 (2006 £940,000) Outstanding contributions armounted
to £ml as at 31 March 2007 (2006 £nil)

22. Related Parties Transactions

The followng intercompany transactions that existed with other group companies are as follows

2006 2007
£°000 £°000
Fmance income from Yell Holdings 2 Lid 14,372 37,230
Finance costs payable to Yell Holdings 2 Lid (8,890} (1,706)
Net finance income with Yell Holdings 2 Ltd 5,482 35,524
2006 2007
£2000 £2000
Nor current amounts owed from Yell Holdings 2 Ltd 55,459 58,945
Current amounts owed from Yell Holdings 2 Ltd 13,563 754,425
Current amounts owed to Yell Holdings 2 Ltd (4,622) (48)
Total amounts owed from Yell Holdings 2 Ltd 64,400 813,322
2006 2007
£°000 £°000
Fmance ncome from YH Ltd 3,329 -
Fmance costs payable to YH Ltd (554) -
Net finance income with Yell Holdings Litd 2,775 -
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2006 2007

£°000 £000

Finance income from Yell Finance Lid - -

Finance costs payable to Yell Finance Ltd (20,807) (22.239)

Net finance expense with Yell Finance Ltd (20,807) (22.239)

2006 2007

£°000 £2000

Non current amounts owed to Yell Finance Ltd (342,830 (365,069)

Total amounts payvable to Yell Finance Ltd (342,830) _(365.,069)

2006 2007

£°000 £°000

Current amounts owed from Yellow Book USA Inc - 13,037

Current amounts owed to Yellow Book USA Inc {7,989) (2,786)

Total amounts payable to Yellow Book USA Inec. (7,989) 10,251

2006 2007

£°000 £°000

Current amounts owed from Midorna SL - -

Current amounts owed to Midorina SL - (7.636)

Total amounts payable to Midonna SE - (7,636}

2006 2007

£°000 £000

Income from Yellow Pages Sales Lanuted 141,530 152,700
Costs payable to Yellow Pages Sales Limted {141,530) (152,700)

Net income with Yellow Pages Sales Limuted - -

2006 2007

£2000 £'000

Non current amounts owed to Yellow Pages Sales Limuted {2,797 (1,098)

Total amounts payable to Yellow Pages Sales Limited (2,797) (1,098)

2006 2007

£'000 £°000

Income from General Art Services Lid 4,080 4,381

Costs payable to General Art Services Ltd {4,080) (4,381)

Net finance income with General Art Services Ltd - -

2006 2007

£°000 £°000

Non Current amounts owed to General Art Services Ltd (80) {40)

Total amounts pavable to General Art Services Ltd (80) (40)
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Key management compensation was as follows

2006 2007

£°000 £000

Salanes & other short term employee benefits 5,175 7,850
Post employment benefits 863 -
Share based payments 1,172 1,763
Total key management compensation pavments 7,240 9,613

Facility Agreement

The Company acts as guarantor, along with certam fellow Group undertakings, under a facility agreement
dated 27 Apnl 2006 Under the agreement 1t has guaranteed the obligations of each and all of the
Obhgors, all of which are fellow group undertakings

23. Employee share schemes

Yell Group plc has vanous stock option and other share plans in which the employees of Yell Limited
participate  The Group accounts for the plans in accordance with the farr value recognition provisions of
IFRS 2 Share Based Paymenis IFRS 2 apphes to equuty settled awards granted after 7 November 2002
not vested by 1 March 2005 and all cash settled awards outstanding at 1 March 2005

In March 2002, the Yell Group mtroduced two stock option plans in the UK, the Yell Group Limted
Employee Plan and the Yell Group Lumted Semor Manager Incentive Plan  The plans have been set up
to provide employees with option rewards that may not be exercised untl at least six months after an exit
event (e g sale or quotation) A charge mn respect of this scheme will ange only on the occurrence of

such an event

In September 2003, the Yell Group introduced the Yell Group pic Sharesave Plan Ehgible employees
who wish to participate must enter into a savings contract for a period of three or five years under which
they will contribute payments of between £5 and £250 per month, and a bonus 1s added at the end of
three, five or seven years In conjunction with the savings contract, an eligible employee 15 granted an
option 1o subscnibe for Ordinary shares of Yell Group plc out of the repayment made under that contract
at the end of three, five or seven years The exercise price of any option will not be manifestly less than
80% of the market value of the Ordinary shares at the date of the grant The Sharesave plan 1s Inland

Revenue approved

In July 2003, the Yell Group introduced the Yell Group ple Executive Share Option Scheme which
contawns an unapproved section and a section approved by the Inland Revenue The price per ordinary
share at which options will be exercised will be not less than the market value of the ordmary shares at
the date of grant Options will normally be granted within a penod of 42 days commencing on the day
afier the date on which the Group releases 1its quarterly, half yearly or final results for any financial
pertod In most circumstances an objective performance condition must be sansfied before an option can
be exercised Normally options may only be exercised three years after their imtial date of grant The
option hife under this plan is ten years from the date of grant

Also 1 July 2003, the Yell Group estabhished the Yell Group plc Long-term Incentive Plan (the LTIP)
It 1s not intended that the LTIP be approved by the inland Revenue The Board has sole discretion which
executives are granted awards under the LTIP Awards are granted m the form of performance shares and
I most circumstances an objective performance condion must be satisfied before an award vests
Normally awards may only vest for three years after their imnatl date of grant

In November 2004, the Yell Group plc established the Yell Group pl¢ Deferred Bonus Plan (the DBP)

Under the plan, any bonus awarded to executive directors m excess of 100% of salary 1s subject to
compulsory deferral mto shares for a pertod of three years There 1s no matching provided by the
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24, Audrtors remuneration

The followmg fees were paid or are payable to the Company’s auditors for the years ended 31 March

2006 and 2007 respectuvely

2006 2007
£2000 £7000
Audst services 200 200
Non audst services
- Fees payable for the audit of the company’s subsidiaries
pursuant to legislation 439 i
- Other services supplied pursuant to legislaton 373 62
- Services relating to taxation 41 62
- A1l other services 201 123
Total auditors remuneration 1,254 758

25. Controlling entity

At 31 March 2007 the Corapany 1s 2 wholly owned subsidiary of Yell Holdings 2 Limted The ultimate

holding company and controlling party 15 Yell Group plc

The company 1s ncluded m the consohdated financial staternents of Yell Group ple, whose financial
statements are pubhcly available Copes of Yell Group plc’s consolidated financial statements can be

obtamed from the Company Secretary, Queens Walk, Oxford Road, Berkshire, RG1 7PT

26. Post balance sheet events

The company has assessed the impact of the proposed reduction m the UK rate of corporation tax from

30% to 28% and current expectations are that the impact will be immaterial
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