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Yell Limited

Report of the directors for the year ended 31 March 2011

The directors present therr Annual Report and the audited financial statements of Yell Ltd (the "Company™) for
the year ended 31 March 2011

Principal activities

The Company’s principal activities during the year were the provision of classified directory advertising in the
United Kingdom through printed, online and phone-based media The Company 1s an indirectly wholly owned
subsidiary of Yell Group plc, (“Yell Group”, the “Group™)

Review of business and future developments

Overall revenue fell by 15% to £516,209,000 UK Printed directories fell by 23 5% to £313,100,000 from
£409,400,000 Unique advertiser retention rates rose shightly to 73% from 72% last year

Digital Media revenue grew by 2 1% to £179,900,000 (2010 £176,200,000) Unique visitors in March 2011 fell
9 2% 1in companson to last year where they were 9 7% Websites increased to 16,000 on last years figure of
6,000

The Company'’s profit before tax fell by 14% (2010 40% decrease) due to the continued fall in operating profit
partially offset by a decrease in net finance costs

The principal rnisks and uncertainties that may affect the Company's long term value or prospects, including
significant relationships with stakeholders, are given below

Financial risk management

The Company’s operations expose it to a vanety of financal risks that include the effects of changes 1n debt
market prices, credit nsk, iquidity risk and interest rate risk  The Company has in place a nsk management
programme that seeks to imit 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 risk, the Company has a policy of
maintaining a certain level of debt at fixed rate Further to this the Company seeks to minimise the risk of
uncertain funding in its operations by berrowing within a spread of matunty periods

Given the size of the Company, the directors have not delegated the responsibility of monitoring financial nisk
management to a sub-committee of the board The policies set by the board of directors are implemented by
the Company’s finance department The department has a policy and procedures manual that sets out specific
guidelines to manage interest rate risk, credit nsk and circumstances where it would be appropriate to use
financial instruments to manage these

Price risk

Increased paper prices could have a matenal adverse effect on our business Paper 1s our single largest raw
material expense In the 2011 financial year, paper costs were equivalent to 3 4% (2010 2 5%) of Company
revenue and represented 5 3% (2010 6 7%) of costs of sales We try to imit our exposure to market fluctuations
through contracts and pricing arrangements with our suppliers  Our current arrangements expire in March 2013
It 15 always possible, however, that we will not be able to renew these arrangements on satisfactory terms, if at
all Failure to agree satisfactory terms or fallure of any of our major supphiers to deliver, could force us to buy
some or all of our paper in the spot market, at potenhally higher prices, until new arrangements are put in place




Yell Limited
Report of the directors for the year ended 31 March 2011{continued)
Review of business and future developments (continued)

Credit risk

The Company could be adversely affected by the rellance on, and extension of credit to, small and medium-
sized businesses A significant part of our revenue comes from selling advertising to small and medium-sized
businesses These types of businesses tend to have few financial resources and it 1s normal and necessary
business practice for us to offer credit terms to many of them However, failure rates for small and medium-
sized businesses tend to be hugher than for large businesses, a factor that could have a ignificant impact on bad
debt levels and on the number of advertisers renewing their advertising each year Full collection of overdue
accounts can take longer than for larger businesses

Liqudity risk

The Company actively maintans a mixture of long-term and short-term debt finance that (s designed to ensure
the Company has sufficient availlable funds for operations and planned expansions

Interest rate cash flow risk

The Company has both interest bearing assets and interest bearing liabiities  Interest beanng assets include
only cash balances, all of which earn interest at vanable rate The Company has a policy of maintaining a
percentage of debt at fixed rates to ensure certainty of future interest cash flows The directors will revisit the
appropriateness of this policy should the Company's operations change in size or nature

Results and dividends

The Company's result for the financial year to 31 March 2011 was a profit of £41,260,000 (2010 profit
£48,018,000)

The directors do not recommend the payment of a dvidend (2010 £nil)
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 1 None of the directors were remunerated for ther services as directors of the Company (2010
£none)

Article 224 1 of the Articles of Association of Yell Group plc, the ulimate holding company, permit Ye!l Group plc,
subject to the Companies Act 2006 and other applicable legislation, to indemnify any of the directors against any
loss or lability in connection with any proven or alleged negligence, default, breach of duty or trust by him, n
relation to Yell Group plc or any of its subsidianies In November 2009 Yell Group pic entered deeds of indemnity
in favour of its current and former executive and non-executive directors and officers of Yell Group plc, its
subsidiaries any other companies to which Yell Group ple or any of its subsidiaries has nominated or appointed
any such person as a director or officer The deeds of indemnity, which remain in force, are qualifying third party
indemnities for the purposes of section 234 of the Companies Act 2006

Related party transactions

Details are provided in note 22 to the financial statements



Yell Limited

Report of the directors for the year ended 31 March 2011{continued)
Employees

Yell Group inclusive of the Company has a Recruitment and Selection Policy that states that we are committed
to the employment of people with disabilities Moreover, we guarantee an interview to people with disabilities
who meet the minimum selection cntena for any vacancy The Company 1s registered as a Two Tick employer
as it satisfies the UK government’s criteria on the employment of people with disabiities

Our Equal Opporturities Policy contains a code of good practice on disability which states that an individual who
becomes disabled whilst in employment will receive support to ensure, wherever possible, they are able to
continue n their role This will Involve whatever reasonable adjustments can be made on consultation with the
individual

Alternatively, again in consultation with the individual, other positions will be considered where the individual’s
skills and abilities match the requirements of the role, again, making reascnable adjustments where appropnate

We will ensure that training and career development 1s equally available to people with disabilities, talored where
practicable for their specific needs An extensive range of communication and consultative arrangements are
instigated by the Company such as the intranet, vanious printed publications and live briefings These help to
ensure that employees are kept fully informed about developments in 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 prompfly and as agreed The Company
has a variety of payment terms with supplers The term for payments for purchases under major contracts are
settled when agreeing the other terms negotiated with the individual 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 invoice 1s presented to the Company in a timely fashion and 1s complete The
Company's payment terms are printed on the Company’s standard purchase order forms or, where approprate,
specified in the individual contracts agreed with suppliers

At 31 March 2011, trade payables represented 29 days (2010 26 days) of purchases
Cash and debt

The Company 1s within a group of companies (the "secunty group") that are party to debt arrangements
associated with bank facilities These bank facilites contain covenants over net cash interest cover and debt
cover These covenants are tested quarterly on a rolling twelve month basis

Post balance sheet events
See note 26 to the financial statements
Charitable and political donations

During the financial year under review the Company made charitable donations amounting to £529,609 (2010
£675,000), which support various community related charities and projects No political donations were made
during the year
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Report of the directors for the year ended 31 March 20-11{continued)

Statement of directors’ responsibilities in respect of the Annual Report and the financial statements

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

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have prepared the financial statements in accordance with International Financial Reporting Standards
(IFRSs) as adopted by the European Umion  Under company law the directors must not approve the financial
statements unless they are satisfied they give a2 true and fair view of the state of affairs of the Company and of
the profit or loss of the Company for that period

In preparing these 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,
. state whether applicable International Financial Reporting Standards (IFRSs) as adopted by the

European Union have been followed,

. prepare the financial statements on the going concern basis unless 1t 1s inappropnate to presume that
the Company will continue i business

The directors are respeonsible for keeping adequate accounting records that are sufficient to show and explain
company transactions and disclose with reasonable accuracy at any time the financial position of the Company
and enable them to ensure that the financial statements comply with the Companies Act 2006 They are also
responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the
prevention and detection of fraud and other iregularities

Statement of disclosure to auditors

As at the date of signing their report, so far as each director was aware, there 1s no relevant audit information (as
defined by sechon 418 of the Companies Act 2006) of which the Group’s auditors are unaware The directors
have taken necessary steps to make themselves aware of relevant audit information and to establish that the
auditors are aware of that information

By order of the Board

| _/

Chrishan Wells

Company Secretary Date 30 June 2011
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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 2011 which comprise the
Income Statement, the Statement of Comprehensive Income, the Statement of Changes in Equity, the
Statement of Financial Position, the Cash Flow Statement and the related notes The financial reporting
framework that has been applied in therr preparation 1s applicable law and International Financial Reporting
Standards (IFRSs) as adopted by the European Union

Respective responsibilities of directors and auditors

As explained more fully in the Statement of directors’ responsibiities, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and far view Our
responsibility is to audit the financial statements in accordance with applicable law and International Standards
on Auditing (UK and Iretand) Those standards require us to comply with the Auditing Practices Board’s Ethical
Standards for Auditors

This report, including the opinions, has been prepared for and only for the company's members as a body In
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose We do not, in giving
these opinions, accept or assume responstbility for any other purpose or to any other person to whom this report
15 shown or Into whose hands it may come save where expressly agreed by our prior consent in writing

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to
give reasonable assurance that the financial statements are free from material misstatement, whether caused by
fraud or error This includes an assessment of whether the accounting policies are appropriate to the company's
circumstances and have been consistently applied and adequately disclosed, the reasonableness of significant
accounting estimates made by the directors, and the overall presentation of the financial statements In additton,
we read all the financial and non-financial nformation in the Annual Report to Wdentify material inconsistencies
with the audited financial statements If we become aware of any apparent matenal misstatements or
Inconsistencies we consider the iImphcations for our report

Opinion on financial statements
In our opinion the financial statements

* give a true and farr view of the state of the company’s affars as at 31 March 2011 and of its profit and cash
flows for the year then ended,

« have been properly prepared in accordance with IFRSs as adopted by the European Union, and
= have been prepared in accordance with the requirements of the Companies Act 2006
Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the Directors’ Report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements
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Matters on which we are required to report by exception

We have nothing to report In respect of the following matters where the Companies Act 2006 requires us to
report to you If, n our opinion

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

. the financial statements are not in agreement with the accounting records and returns, or
. certain disclosures of directors’ remuneration specified by law are not made, or
. we have not received all the information and explanations we require for our audit

Pauline Campbell (Senior Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors

Uxbnidge

30 June 2011




Yell Limited

Income statement for the year ended 31 March 2011

Year ended Year ended

31 March 31 March

2011 2010

Note £'000 £'060
Revenue 2 516,209 607,495

Cost of sales (201,585) (226,057)
Gross profit 314,624 381,438

Distribution costs {11,312) (12,283)

Administrative expenses (164,320) (198,034)
Operating profit 138,992 171,121
Finance Income 4 18,032 19,285

Finance costs 4 {99,036) (123,295)

Net finance costs {81,004) {(104,010)
Profit before taxation 57,988 67,111

Taxation 5 {16,728) {19,093)
Profit for the financial year 41,260 48,018
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Yell Limited

Statement of comprehensive income for the year ended 31 March 2011

Year ended Year ended
31 March 31 March

2011 2010
£'000 £'000

Profit for the financial year

41,260 48,018

Gain in farr value of financial instruments used as hedges
Actuanal gain {loss) on defined benefit pension schemes

Tax effect of net gains {losses) not recognised In income
statement

25,506 37,082
55,311 (58,938)

(22,572) 6,453

Comprehensive ncome (loss) not recognised in the income
statement

58,245 (15,403)

Total comprehensive income for the year

99,505 32,615 |




Yell Limited

Statement of cash fiows for the year ended 31 March 2011

Year ended Year ended
31 March 31 March

2011 2010
£'000 £000
Cash flows from operating activities.
Cash generated from operations 157,173 221,966
External interest paid {34,826) {(89,390)
External interest received 1,108 -
Interest receved from group undertakings 2,813 2,027
Interest paid to group undertakings {2,829) (1,935)
Corporation tax paid {4,900) (8,727)
Net cash flows from operating activities 118,539 123,941
Cash flows from investing activities:
Payments to acquire property, plant and
equipment {36,030} (19,721)
Loans from group companies 258,110 233157
Acquisition of subsidiary undertaking (1,168) -
Net cash flows from investing activities 220,912 213,436
Cash flows from financing activities:
Repayment of borrowings (4,730) (67,790)
Net movement in hedges (39,258) (96,375)
Net loans to other group undertakings {(284,925) {2,908)
Net repayment on revolving credit facility - (40,347)
Net cash outflow from financing activities (328,913) (207,420)
Net cash increase in cash and cash
equivalents 10,538 129,957
Cash and cash equivalents at beginning of year 133,135 3,178
Cash and cash equivalents at end of year 143,673 133,135

10




Yell Limited

Statement of cash flows for the year ended 31 March 2011

Cash generated from operation

Profit for the financial year 41,260 48,018
Adjustments for.

Taxation 16,728 19,093
Depreciation of property, plant & equipment 10,195 12,411
Loss on disposal 324 26
Amortisation of software costs 10,816 11,522
Foreigh exchange through income statement (16) (32)
External finance cost 37,510 84,386
Finance costs due to group undertakings 53,161 33,367
Finance income due from group undertakings (16,924) {17,894)
Finance fees amortised 8,365 5,542
External finance income (1,103) (1,391)
Changes in working capital

Directones in development 10,333 11,066
Trade & other receivables 15,670 44,976
Trade & other payables (7,136) {14,295)
Defined benefit pension charge / contributions {21,202) {15,568)
Other non cash items (808) 739

Cash generated from operations 157,173 221,966

11




Yell Limited

Statement of financial position as at 31 March 2011

At31March  At31March
2011 2010
Notes £'000 £000
Non-current assets
Goodwaill 7 1,009,191 1,009,191
Other intangible assets 8 26,774 21,924
Investments in subsidiaries 10 1,219 -
Retirrement benefit surplus 21 37,307 -
Property, ptant and equipment 9 23,122 18,008
Deferred tax assets 13 9,361 35,572
Financial assets - derivative financial instruments 16 1,037 6,179
Trade & other receivables 12 6,630 2,171
Total non-current assets 1,114,641 1,093,045
Current assets
Directories in development 1 45,895 56,227
Trade and other receivables 12 709,358 1,226,275
Current tax assets 477 -
Financial assets - derivative financial instruments 18 630 1,871
Cash and cash equivalents 143,763 133,135
Total current assets 900,123 1,417,508
Current liabilities
Financial habiliies - loans and other borrowings 14 {794,018) {195,485)
Financial habilities - denvative financial iabilities 15 - (68,243)
Current tax habilities - (5,024)
Trade and other payables 17 {691,621) (619,097)
Total current liabilities (1,485,639) (887.,849)
Net current assets {585,516) 529,659
Non-current liabilities
Financial liabilihes - loans and other borrowings 14 - (1,146,068)
Deferred tax iabilities 13 (13,385) (3,920)
Retirement benefit obligations 21 - (63,333)
Trade and other payables 17 {6,864) (12)
Total non-current liabilities {20,249} {1,213,333)
Net assets 508,876 409,371

12
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Yell Limited

Statement of financial position as at 31 March 2011

2011 2010
Notes £000 £'000
Equity
Share premium account 18 325,971 325,971
Other reserves 18 {66,781) (125,026)
Retained earnings 249,686 208,426
Total equity 508,876 409,371

The financial statements on pages 8 to 56 were approved by the Board of directors on 30 June 2011 and were

signed on its behalf by

Aashoa

Danny Sheehan
Director

Registration no 04205228

13



Yell Limited

Statement of changes in equity for the year ended 31 March 2011

Share Other  Retained
premium reserves earnings Total
£'000 £°000 £'000 £°000
Balance at 1 Apnli 2009 325,971 {109,623) 160,408 376,756
Comprehensive loss not recognised In the income statement - {15,403) - (15,403)
Profit for the financial year - - 48,018 48,018
Total comprehensive (loss) income for 2010 - (15,403} 48,018 32,615
Balance at 31 March 2010 325971 (125,026} 208,426 409,371
Balance at 1 Apnl 2010 325971 (125,026} 208,426 409,371
Comprehensive tncome not recognised in the income
statement - 58,245 - 58,245
Profit for the financial year - - 41,260 41,260
Total comprehensive income for 2011 - 58,245 41,260 99,505
Balance at 31 March 2011 325,971 (66,781) 249,686 508,876

The accompanying notes form part of the financial statements

14



Yell Limited

Notes to the financial statements year ended 31 March 2011

1. Basis of preparation, accounting policies and critical accounting estimates and judgements

The financial statements have been prepared under the historical cost conventon and in accordance with
International Financial Reporting Standards (IFRS's) as adopted by the European Union, and the Companies Act
2006 Accordingly these financial statements comply with Article 4 of the EU IAS Resolution

The financial statements present information about the Company as an individual undertaking, and not as a
group The Company 1s exempt by virtue of s400 of the Companies Act 2006 from the requirement to prepare
and deliver consolidated group accounts

In concluding on the going concern status of the Company, the directors have received confirmation from the
parent company, Yell Group plc, that it will provide the necessary support as required to enable the Company to
meet its debis as and when they fall due for a penod of at least twelve months from the date of approval of these
financial statements The Yell Group 1s currently in full compliance with the financial covenants contained in all
its borrowing agreements Details of its covenants and management of the risks associated with meeting those
covenants are set out in the nsk management disclosures in the 2011 Yell Group plc Annual Report

A summary of the principal accounting policies, which have been applied consistently, 1s set out below

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

Accounting policies
a Revenue

Revenue, after deduction of sales allowances and value added tax comprises the value of preducts provided by
the Company Revenue from classified directories, and other directories, mainly comprising advertising revenue,
1s recognised in the income statement upon completetion of delivery to the users of the directones Other
revenue, principally from mternet and voice production, 1s recognised from the point at which service 1s first
provided over the life of the contract

b. Cost of sales

Cost of sales comprises the costs incurred in developing directories and other products Provisions for
impairment of trade recevables are also included within cost of sales

¢ Advertising
The Company expenses the costs of advertising its own products and services as the costs incurred
d. Finance costs and income

Finance costs payable are charged as incurred using the effective interest rale basis Finance income 1s
recognised on an accruais basis

15




Yell Limited

Notes to the financial statements year ended 31 March 2011

1. Basis of preparation, accounting policies and critical accounting estimates and judgements
{continued)
e Foreign currencies

Monetary assets and liabiites denominated in foreign currency are translated into sterhing at the rates of
exchange ruling at the date of the financial position Trading transactions denominated in foreign currency are
transiated into sterfing at the rate of exchange ruling when the transactions were entered inte Exchanger
differences are mncluded in the income statement in the period they anse or directly to equity depending upon the
nature of the transaction

f. Goodwill

Goodwill on the acquisttion of the Company's business and net assets represents the surplus of the purchase
consideration over the fair value of the net separable assets acquired Goodwill arising on acquisition 1s
capitalised and 15 subject to impairment review, both annually and when there 1s an indication that the carrying
values may not be recoverable Goodwill 1s carried at cost less accumulated impairment losses

i. Other non-current intangible assets

On the acquisition of a business, farr values are attributed to the assets and habihties acquired These net assets
may Include software development costs, brand names, non-compete agreements, contracts, customer
commitments and customer relationships, all of which are recorded as intangible assets and held at cost less
accumulated amortisation

Software, including internally developed software, 1s amortised on a straight-line basis over its useful economic
Iife, which does not generally exceed four years Brand names are amortised on a straight line basis over theer
useful economic lives which do not exceed 40 years Non-compete agreements are amortised on a straight line
basis over the term of the agreement Contracts are amortised on a straight-ine basis over the term of the
contract Customer commitments are amortised as the directories to which the commitments relate are
published Customer relationships are amortised on a basis that takes into account the estmated customer
retentton rate at the date of acquisition The useful economic lives of customer relationships do not generally
exceed eight years The amortisation penod and method are reviewed and adjusted, If appropnate, at each
balance sheet date

Internally developed software, that 1s capitalised, includes the software development employee costs and an
appropriate portion of overheads

g. Property, plant and equipment

Property, plant and equipment 1s stated at histonical cost less depreciation Cost comprises the purchase price
and any other costs of bringing an asset into use Depreciation I1s provided on property, plant and equipment on
a straight-line basis from the time they are available for use, so as to wnte off therr costs over ther estimated
useful economic lives taking into account any expected residual values

Reviews are made annually of the estimated remaining lives and residual values of indvidual productive assets
and adjusted prospectively, if approprate, taking account of commercial and technological obsolescence as well
as normal wear and tear

16
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Notes to the financial statements year ended 31 March 2011

1. Basis of preparation, accounting pelicies and critical accounting estimates and judgements
(continued)
g. Property, plant and equipment (continued)

The estimated lives assigned to property, plant and equipment are

Years
Leasehold improvements 5 years or lfe of lease If less than 5 years
Office equipment 2to6

h Asset impairment

Assets with indefimte usefull ives are not subject to amortisation and instead are tested for impairrment on an
annual basis and whenever events or changes in circumstances indicate that the carrying amount may not be
recoverable Assets subject to amorbisation are tested for impairment when an event that might affect asset
values has occurred An imparment loss 1s recognised to the extent that the carrying amount cannot be
recovered either by selling the asset or by the discounted future earmings from operating the assets

For the purposes of assessing imparment, assets are grouped at the lowest level for which there are separately
identifiable cash flows (cash generating units, or CGUs) Where assets do not generate independant cash flows
and there 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 with the recoverable
amount of that particular group The recoverable amount 1s the higher of an asset's far value less cost to sell
and value In use

If an impairment loss is recogrnised for a CGU, 1t1s allocated to reduce the carrying amounts of the assets of the
assets of the unit in the following order

1) First, to reduce the carrying amount of any goodwill allocated to the CGU, and
u) Then, to the other assets of the CGU pro rata on the basis of the carrying amount of each asset in the
cGu

If an asset's far value less costs to sell exceeds its carrying amount before the imparrment test of a CGU, then
none of the imparment loss arising on the impairment test 1s allocated to that asset

i. Investments
Investments are valued at cost less any amounts written off due to impairment

Any impairment would be charged to the income statement account to the extent that it 1s not covered by
amounts previously credited to shareholders’ equity through the revaluation surplus

17
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Notes to the financial statements year ended 31 March 2011

1. Basis of preparation, accounting policies and critical accounting estimates and judgements
{continued}
| Leased assets

Rentals in respect of operating leases, under which substantally all the benefits and nsks of ownership remain
with the lessor, are charged to the income statement on a straight line basis over the Ife of the lease

k. Directories in development

The cost of directories in development 1s recogrised 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 wncurred The development costs mainly comprise the direct costs of
certain personnel dedicated to developtng adverts and creating the content of directones and artwork and other
directory production and development costs, including appropnate directly attnbutable overheads The asset 1s
amortised to cost of sales on completion of delivery of the relevant advertising when the related revenue 1s
recognised

|. Trade and other receivables

Trade recevables are recognised inttally at farr value A provision for imparrment if trade receivables 1s
established when there 1s objective evidence that the Company will not be able to collect amounts due according
to the onginal terms of receivables The provision 1s calulated by estimating future cash flows from trade
receivables on the basis of historical loss experience

m. Cash and cash equivalents

Cash and cash equivalents represent cash in hand, bank deposits repayable on demand, and other short-term
hughly liquid readily convertible into cash investments with onginal maturities of three months or less

n. Borrowings

All borrowings are initially stated at far value of consideration recewved after deduction of 1ssue costs
Borrowings are subsequently stated at amortised cost Issue costs are charged to the income statement
together with a coupon, as finance costs, on a constant-yield basis over the term of the borrowings, or over a
shorter peniod where the lender can require earlier repayment

o Deferred finance costs/unamortised debt issue costs

Debt 1ssue costs are initially capitalised and are then charged to the income statement over the term of the
borrowings or over a shorter period where the lender can require earlier payment

p Employee benefits

The Company expenses employee benefits as employees render the services that give rnise to the benefits in
accordance with IAS 19, Employee Benefits

The Company operated a defined benefit pension scheme for its employees employed before 1 October 2001
(sections 1, 2 and 3 of the '"UKPP'}, and operates defined benefit schemes for its employees employed
subsequent to 1 October 2001 Yell closed its defined benefit scheme to future accruat on 31 March 2011, thus

18
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Notes to the financia! statements year ended 31 March 2011

1 Basis of preparation, accounting policies and critical accounting estimates and judgements
(continued)

p. Employee benefits (continued)
reducing Yell's exposure to future changes In salaries and employee service years Employees employed before
1 October 2001 became members of a defined contribution scheme from 1 Apnil 2011

All pensicn schemes are independent of the Company's finances Actuanal valuations of the defined benefit
scheme are camed out as determined by the trustees at intervals of not more than three years, the rates of
contribution payable and the pension cost being determined on the advice of the actuanes, having regard to the
results of these valuations In any intervening years, the actuanes review the continuing appropriateness of the
contribution rates The next full actuanal valuation will be carried out as at the 1 Apnl 2011

The balance sheet includes the surplus or deficit in the defined benefit scheme taking assets at therr year-end
market values and liabihties at their actuarnally calculated values discounted at the year-end AA corporate bond
interest rates  The cost of benefits accruing dunng the year in respect of current and past service 1s charged
against operating profit The expected return on the schemes’ assets and the increase In the present value of
the schemes’ llabilities arising from the passage of time are included in other finance costs or income Actuarial
gains and losses on pension schemes are recognised immediately in the statement of recogrised income and
expense

Payments to the Company's defined contrnibution schemes are charged against profit as incurred
q. Employee 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 against income over the vesting penod of the
awards The value of the charge 1s adjusted to reflect expected and actual tevels of options vesting

r Taxation

The charge for taxation 1s based on the profit for the pernod and takes into account deferred taxation where
transactions or events give rise to tempaorary differences between the treatment of certain items for taxation and
for accounting purposes Prowvision 1s made in full for deferred tax liabilities Deferred tax assets are recognised
to the extent that it 1s probable that future taxable profit will be avalable agamnst which the benefit can be
realised

Current tax 1s provided at the amounts expected to be paid or recovered under the tax rates that have been
enacted or substantially enacted by the statement of financial position date Deferred tax 15 measured at the
rates that are expected to apply in 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 statement of financial position date
Deferred tax assets and habilities are not discounted No provision 1s made for temporary differences relating to
investments in subsidiaries since realisation of such differences can be controlled and s not probable in the
foreseeable future

5. Dernvative financial instruments and hedging

Dervative financial instruments are mitially recognised at fair value on the date a derivative contract 1s entered
into and the farr value 1s subsequenily remeasured at the year end The method of recognising the resulting
gains or loss depends on whether a derivative 1s designated as a hedging instrument and, if so, the nature of the
item being hedged The Company designates certain derivatives as either
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=9

Basis of preparation, accounting policies and critical accounting estimates and judgements
{continued)

s Denvative financial instruments and hedging (continued)

. Hedges of the fair value of recogrised assets or habilities or a firm commitment (farr value hedges)
. Hedges of highly probable forecast transactions (cash flow hedges)

The Company has not designated any derivatives as fair value hedges Changes in the fair value of dervatives
that are designated and quaify as a cash flow hedge 1s recognised in equity The gamn or loss relating to the
ineffective portion 1s recognised immedately in the income statement Amounts accumulated In equity are
recycled to the income statement in the period when the hedged tem affects income (for instance, when the
forecast transaction that 1s hedged takes place)

The Company does not hold or issue denvative financial instruments for speculative purposes Changes in the
fair value of denvative instruments or elements of derivative instruments that do not qualify for hedge accounting
would be recognised immediately in the income statement

t.Dividends

Internm dividends are recognised when they are paid Final dividends are recognised when they are approved by
shareholders

u Contingent Liabiities

Through the normal course of business, the Company Is involved in legal disputes, the settlement of which may
involve cost to the Company These costs are accured when payment 1s probable and associated costs can be
reliably estimated

Critical accounting estimates and judgements

In general, our accounting policies under IFRSs as adopted by the European Union are consistent with those
generally adopted by others operating within the same industry in the UK

In preparing the Company financial statements, our management has made its best estimates and judgements
of certain amounts included in the financial statements, giving due consideration to matenahty We regularly
review these esltimates and update them when required Actual results could differ from these estimates
Unless otherwise indicated, we do not believe there 1s a great likelihood that matenally different amounts would
be reported related to the accounting policies described below We consider the following to be a description of
the most significant estimates, which require ocur management to make subjective and complex judgements, or
matters that are inherently uncertain

{a) Acquisitions

When acquiring a business, we have to make judgements and best estimates about the farr value allocation of
the purchase prnice We seek appropropnate competent and professional advice before making any such
allocations we test the valuation of goodwill on an annual basis and whenever events or changes In
crrcumstances indicate that the carrying amounts may not be recoverable These tests require the use of
estimates
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1. Basis of preparation, accounting policies and critical accounting estimates and judgements
(continued)
Cntical accounting estimates and judgements (continued)
(b} Allowance for doubtful debts

Recevables are reduced by an allowance for amounts that may become uncollectible in the future We
continuously moritor collections and payments from our customers and maintain a provision for estmated credit
losses based upon our historical expenience and any specific customer collection 1ssues that we have identified
We have demonstrated the abily to make reasonable and reliable estimates of allowances for doubitful
accounts based on significant historical experience  Whilst such bad debts have historically been within our
expectations and the provisions established, we cannot guarantee that we will continue to experence the same
credit loss rates that we have in the past Our bad debt charge would have vaned by approximately £4,544 if the
useful lives had increased by an average of one year or by approximately £5,783 if the useful lives had
decreased by an average of one year

{c) Economic lives of other non-current intangible assets and property, plant and equipment

Other non-current intangible assets and property, plant and equipment are long-lived assets that are amortised
over their useful ives  Useful lives are based on management's estimates of the pericd over which the assets
will generate revenue If the useful economic lives had increased by an average of one year during the year
ended 31 March 2011, then our amortisation charge would have varied by approximately £3,642,907 If the
useful economic lives had decreased by an average of one year, our amortisation charge would have varied by
approximately £10,928,720 Our depreciation charge would have vaned by approximately £2,167,613 if the
useful ives had increased by an average of one year or by approximately £4,986,511 if the useful lives had
decreased by an average of one year Historically, we have not realised large gains or losses on disposals of
property, plant and equipment

{d) Impairment of goodwill

Goodwill 1s reviewed annually for impairment or whenever events or changes In crcumstances indicate that the
carrying amounts may not be recoverable and at the end of the first full year following acquisition the carrying
value of our operations is compared with estimated recoverable values to determine whether goodwill 1s
imparred The recoverable value I1s estimated from a discounted cash flow model that relies on significant key
assumptions, including after-tax cash flows forecasted over an extended period of years, terminal growth rates
and discount rates We use published statistics or seek advice where possible when determining the
assumptions we use

{e) Estimated pension obligations

The determination of our obligation and expense for pensions 1s dependent on the selection of assumptions that
are used by our actuanes in calculating such amounis These assumptions are described tn note 21 and
include, amongst others, the rate at which future pension payments are discounted to the date of the statement
of financial position, inflation expectations, the expected long-term rate of return on ptan assets and average
expected increase In compensation over and above inflahon Whilst we believe that our assumptions are
approprtate, significant differences in our actual experience or significant changes In our assumptions can
matenally affect the amount of our future pension obligations, future valuation adjustments in the statement of
comprehensive iIncome and our future employee expenses

We value the portfolio of assets held by the defined benefit pension scheme in the UK at market value when
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1. Basis of preparation, accounting policies and critical accounting estimates and judgements
{continued)

Critical accounting estimates and judgements {continued)
calculating our net pension deficit Values will increase and decrease as markets rise and fall The trustees and
management have an agreed strategy to mitigate the risk of having insufficient funds, If markets fall See note
21

{f) Tax benefits and obligations

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

Whilst we believe that our judgements are prudent and appropriate, significant differences in our actual
expenence may maternally affect our future tax charges We recognise deferred tax assets and labilites anising
from timing differences where we have a taxable benefit or obligation in the future as a result of past events

We record deferred tax assets to the extent that we believe they are more likely than not to be realised Should
we determine n the future that we would be able to realise deferred tax assets in excess of our recorded amount
or that our liabiltties are different than the amounts we recorded, then we would increase or decrease income as
aporopriate in the period such determination was made At 31 March 2011 we believe we have recognised all
our potential deferred tax assets

Standards that have been adopted durnng the current period
IFRS 3, Business Comhbinations (revised)

The standard continues to apply the acquisiion method to business combinations, with some significant
changes For example, all payments to purchase a business are to be recorded at farr value at the acquisition
date, with some contingent payments subsequently remeasured at far value through income Goodwili may be
calculated based on the parent's share of net assets or it may include goodwill related to the non-controlling
interest The Company's accounting policy on acquisitions has been changed to reflect the adoption of the
standard

The following standards, interpretations and amendments became effective and were not matenal to the
Company Amendment to IFRIC 14, Amendments to IFRS 2 and 9, Amendments to IASs 24,27,32 and 39,m
IFRICS 15,16,17,18 and 19 and Annual improvements to IFRICs (2009 and 2010)

Standards, interpretations and amendments to published standards that are not yet effective

Certain new standards, amendments and interpretations to existing standards have been published that are
mandatory for accounting periods beginning on or after 1 April 2011 or later periods but which the Company has
chosen not to early adopt The new standard that could be relevant to the Company’s operations s IFRS 9,
financtal instruments This 1s the first part of a new standard on cassification and measurement of financial
assets that will replace IAS 39
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2 Revenue

Year ended Year ended
31 March 31 March
2011 2010
£'000 £000
Printed directonies 313,005 409,420
Digital media products and services 188,516 197,339
Other products and services 14,688 736
Total revenue 516,209 607,495
3. Employees
Year ended Year ended
31 March 31 March
2011 2010
Average monthly number of employees (including executive
directors)
Marketing and sales 284 321
Other 225 227
Total 509 548
Year ended Year ended
31 March 31 March
2011 2010
£000 £'000
Staff costs during the year.
Wages and salaries 13,550 23,862
Social secunity costs 3,500 3,198
Other pension costs 11,134 6,556
Curtalment of defined benefit scheme {35,600) -
Severence 3,239 2,578
Share-based payments 1,226 1,302
Total staff costs payable for the year (2,951) 37,596
Net change in staff costs deferred in directories in development 6,414 8,328
Total staff costs expensed to the income statement 3,463 45,924

Details of the Company's various stock option plans are given in note 23

Directors' remuneration
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3. Employees (continued)

The directors did not receive remuneration for their services to the Company (2010 £nil)

4 Net finance costs

Year ended Year ended
31 March 31 March
2011 2010
£'000 £000
Interest payable on bank lcans 2,086 23,930
Interest payable on loans from group undertakings (note 22) 53,161 33,367
Underlying fair value losses on cash flow hedges transferred
from equity 30,979 49,563
Amortisation of deferred finance fees 8,365 5,542
Net finance cost on retirement benefit obligation (note 21) 2,668 4,543
Far value charge for the time value of interest rate caps 1,774 1,462
Other interest payable 3 4,888
Total finance costs 99,036 123,295
Interest receivable on bank deposits {1,103) (351)
Interest receivable on loans to group undertakings (note 22) {16,924) (17,894)
Other interest recevable 5 (1,040)
Total finance income {18,032) (19,285)
Net finance costs £1,004 104,010
5. Taxation
Year ended Year ended
31 March 31 March
2011 2010
£'000 £000
Current tax.
Current year corporation tax 6,953 20,504
Adjustments 1n respect of prior years (188) (424)
Total current tax charges 6,765 20,080
Deferred tax:
Current year charge (credit) 9,993 (1,746)
Adjustments in respect of prior years {30) 759
Total deferred tax charge {credit) 9,963 {987)
Tax charge on profit before tax 16,728 19,093
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5 Taxation (continued)

The tax charge for the year 1s higher (2010 higher) than the standard rate of corporation tax in the UK of 28%

{2010 28%) The differences are explained below

Year ended Year ended
31 March 31 March
2011 2010
£'000 £000
Profit before tax multiplied by standard rate of corporation tax in
the UK 16,122 18,792
Effects of-
Non-deductible tems 612 225
Adjustments In respect of prior years (218) 335
Effect of changes in tax rate 212 -
Other tems - (259)
Tax charge on profit before tax 16,728 19,093
Tax (charged) credited directly to equity 1s as follows
Year ended Year ended
31 March 31 March
2011 2010
£000 £'000
Current tax on actuanal losses 3,141 4,812
Deferred tax on actuanal losses (17,510) 11,690
Deferred tax on fair valuations of financial instruments used as
hedges (8,203) (10,049)
Total taxation recorded In equity {22,572) 6,453

During the year, legislation to reduce the UK corporation tax rate from 28% to 26% with effect from 1 Apnl 2011
was substantively enacted at the date of the statement of financial position The effect of this charge has been
reflected in these financial statements

In addition, a number of further reductions in the UK corporation tax rate were announced in the March 2011
Budget Statement legislation to reduce the main rate of corporation tax from 26% to 25% from 1 Apnl 201215
expected to be included in the Finance Act 2011 Further legislation would reduce the rate by 1% per annum to
23% by 1 April 2014 These further changes had not been substantively enacted at the statement of financial
position date and, therefore, are not included in these financial statements

6. Dividends

In accordance with IFRSs, dividends are not recognised until the peniod in which they are approved No dividend
was proposed or paid during the year (2010 £nil)
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7 Goodwill
At 31 March At 31 March
2011 2010
£000 £'000
Goodwill 1,009,191 1,009,191
Total 1,009,191 1,009,191

Goodwill 1s not amortised but 1s tested for impairment at least annually There has been no impairment of
goodwill in 2011 or 2010

The directors consider the Company to be one cash generating unit (CGU) to which the goodwill has been
allocated The recoverable amount of a CGU 1s determined using a discounted cashflow model Cashflows
beyond the ten year period are calculated using the terminal growth rate stated below In previous years value-
In-use calculations using cash flow projections based on financial budgets approved by management covering a
five-year peniod Cash flows beyond the five-year period were extrapolated using the estimated growth rate
stated below The growth rate did not exceed the long term average growth rate for the geographical location in
which the CGU operates The carrying value of goodwill and the key assumptions used for estimating the value
of the CGU were as follows

At 31 March At 31 March

2011 2010
£000 £000
Net book value
Carrying value of goodwill 1,009,191 1,009,191
Terminal growth rate 18% 18%
Discount rate 90% 11 8%

The discounted cashflow calculations are sensitive to changes in the long-term growth rates and discount rates
The long-term growth rates used are consistent with the forecasts of long-term national rates included in industry
reports The discount rate used I1s based on the weighted average cost of capital before tax and reflect specific
risks relating to the relevant segment

At 31 March 2011 the calculated recoverable value of the operations in the Company would have to decrease by
29% (2010 56%) before the associated goodwill would be impaired Results in the Company would have to be in
significant permanent decline before the associated goodwill would be impaired and any change in the estimated
Company weighted average costs of capital of the magnitude needed to cause imparment would be offset by
other factors
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8. Other non-current intangible assets

At 31 March At 31 March
2011 2010
£'000 £'000
Cost
Balance at beginning of year 60,041 44,235
Additions 15,636 15,913
Disposals (87) -
Reclassification 30 (107)
Total cost at end of year 75,610 60,041
Amortisation
Balance at beginming of year (38,117) (26,595)
Charge for the year {10,816) {11,522)
Disposals 97 -
Total amortisation at end of year (48,836) {38,117)
Net book value at end of year 26,774 21,924
Other non-current intangible assets comprise software development costs
9 Property, plant and equipment
Leasehold Office
improvements equipment Total
£000 £000 £000
Cost
Opening balance 13,120 76,665 89,785
Additions 9,824 5,810 15,634
Disposals {1,615) (16,284) (17,899)
Total cost at 31 March 2011 21,329 66,191 87,520
Depreciation
Opening balance (8,163) (63,614) (71,777)
Disposals 1,520 16,054 17,574
Depreciation {2,716) (7,479) (10,195)
Total depreciation at 31 March 2011 {9,359} (55,039) (64,398)
Net book value at 31 March 2011
11,970 11,152 23,122
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9 Property, plant and equipment (continued)

Leasehold Office
improvements equipment Total
£'000 £000 £'000
Cost
Opening balance 10,958 71,413 82,371
Additions 2,162 5,447 7,609
Disposals - (302) (302}
Reclasstfication - 107 107
Balance at 31 March 2010 13,120 76,665 89,785
Depreciation
Opening balance (5,432) {54,210) (59,642)
Disposals - 276 276
Depreciation (2,731) (9,680) {(12.411)
Total depreciation at 31 March 2010 (8,163) {63,614) {71,777)
Net book value at 31 March 2010 4,957 13,051 18,008
10.Investments
At 31 March At 31 March
2011 2010
£'000 £000
Cost
At 1 April - -
Addittons 1,219 -
At 31 March 1,219 -
Impairment
Imparrments charged - -
Carrying value 1,219 -

On 29 April 2010, the Company acquired 112,466 ordinary shares of £0 01p each and 63,107 preferred ordinary
shares of £0 01p each in Trusted Places Limited, a company operating social networking websites with user

input for a total consideration of £1,219,399
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10.Investments {continued)

The interests of the Company in its subsichanies at 31 March 2011 were as follows

Direct subsidianes

Company Country of 2011 2010
activity incorporation %owned % owned

2011

Carrying 2010
value Carmying
£°000 value £000

Yellow Pages Szales Limited

Trusted Places Limited

Advertising space
sales United Kingdom 100 00 100 00

Social networking
website operation United Kingdom 100 00 -

1,219 -

1,219 -

The subsidiary undertakings have 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 400 of the Companies Act 2006 as the Company and its subsidianes are included
within the consolidated financial statements of its ultimate parent company Yell Group plc

11 Directories in development

At 31 March At 31 March

2011 2010

£000 £'000
Cost at beginning of the year 56,227 67,294
Additions 107,299 123,900
Amortisation in cost of sales {117,631) (134,967)
Cost at the end of the year 45,895 56,227
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12.Trade and other receivables

At 31 March At 31 March

2011 2010

£'000 £000
Amounts falling due within one year
Net trade recevables 189,099 203,308
Prepayments and accrued income 6,553 8,109
Other recevables 3,434 8,034
Accrued income 1,643 1,555
Amounts owed by group undertakings {note 22) 508,626 1,005,269
Total amounts falling due within one year 709,355 1,226,275
Amounts falling due after more than one year
Amounts owed by group undertakings (note 22) 2,485 1,360
Deferred financing fees 54 -
Other 4,091 811
Total amounts falling due after more than one year 6,630 2,171
Total trade and other receivables 715,985 1,228,446

Trade recetvables are non-interest bearing and generally have terms between 30 days and 10 months Due to
therr short matunties and the non-interest beanng nature of these financial assets, the farr value of trade and
other receivables approximates book value The maximum exposure to credit nsk at the reporting date 1s the fair
value of each class of receivable mentoned above Concentrations of credit nsk with respect to trade
receivables are mited due to the Company’s customer base being large, geographically diverse and unrelated
The Company does not hold any collateral as secunty

The carrying amounts of trade and other recewvables are denominated in stering The Company's trade
receivables and accrued income are stated after deducting a provision for doubtful debts and sales allowances
The movement in the provision for doubtful debts was as follows

At 31 March At 31 March

2011 2010

£'000 £'000

Balance at beginning of the year {42,008) (42,184)
Charged to income statement {20,913) {39,894)
Written off 28,764 40,070
Balance at end of the year {34,157) {42,008)

Trade receivables can become impaired, generally when customers are in financial distress, before being
considered uncollectible Trade receivables are considered impared only after completion of collection
processes designed locally to collect monies from slow-players or, If earlier, when amounts are more than one
year past due At 31 March 2011 the carrying value and esttimated recoverable amount of trade recewvables past
due and impaired was £ni (2010 £nil), after deducting the related provision of £19,584,000 (2010 £21,232,000)
for doubtful debts The ageing analysis of the gross trade receivables past due and impaired 1s as follows
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12.Trade and other receivables {(continued)

At 31 March At 31 March

2011 2010

£000 £'000
Up to one month past due 1,217 736
1 to 3 months past due 1,578 1,728
3 to 9 months past due 8,473 10,405
Over 9 months 8,316 8,363
Gross trade receivables past due 19,584 21,232

The other classes of receivables do not contain imparred assets

At 31 March 2011, gross trade recewvables of £16,913,000 (2010 £21,539,000) were past due but not impaired
The ageing analysis of these gross trade receivabies 1s as follows

At 31 March At 31 March

2011 2010
£000 £'000

Up to 1 month past due 3,548 6,217
1 to 3 months past due 270 3,048
3 to 9 months past due 5,369 4,827
Cver 9 months 7,726 7,447
Gross trade recewvables past due but not impaired 16,913 21,539

The credit quality of trade receivables past due but not imparred is assessed using a statistical approach to
determine the historical allowance rate for each ageing tranche This allowance rate 1s the apphed to the debt
tranches at the end of the reporting period and a provision for doubtful debts recognised As at 31 March 2011,
£12,211,000 (2010 £16,938,000) of the total proviston for doubtful debts related to trade receivables that are
past due but not impaired

13 Deferred tax assets

At 31 March At 31 March

2011 2010

£000 £000
Balance at beginning of year 35,572 32,944
(Charged) credited to income statement (275) 987
(Charged) credited directly to equity (25,936) 1,641
Balance at end of year 9,361 35,5672
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13.Deferred tax assets {continued)

The elements of net deferred tax assets recognised in the financial statements at the year end, were as follows

At 31 March At 31 March
2011 2010
£000 £000

Tax effect of timing differences due to

Defined benefit pension scheme - 17,778

Depreciation 7,542 7,362

Financial instruments 1,296 9,251

Share-based payments 39 149

Other 484 1,082

Recognised deferred tax assets 9,361 35,572

There are no amounts of deferred tax assets unrecognised as at 31 March 2011 (2010 £nil)

Deferred tax liabilities At 31 March At 31 March
2011 2010
£000 £000

Balance at beginning of year 3,920 3,920

Credited directly to equity (223) -

Charged to income statement 9,688 -

Balance at end of year 13,385 3,920

The elements of net deferred tax habilites recognised n the financial statements at the year end were as

follows
At 31 March At 31 March
2011 2010
£000 £000
Tax effect of timing differences due to-
Intangible assets 3,640 3,820
Defined benefit pension scheme 9,745 -
Recognised deferred tax liabilities 13,385 3,920
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14 Loans and other borrowings

The Company 1s within a group of companies (the “security group”) that are party to debt arrangements
associated with bank facilites We manage the capital requirements of the Company by maintaining leverage of
the Company within the terms of the debt faciity agreement The Company’s objectives when managing capital
are to safeguard the entity’s ability to continue as a going concern

The Company sets the amount of capital in proportion to nsk The Company manages the capital structure and
makes adjustments to 1t in the light of changes in economic conditions and the nsk charactenstics of the
underlying assets

Consistently wath others in the industry, the Company monitors capital on the basis of the debt to profit ratio This
ratio 15 calculated as net debt / adjusted profit Net debt 1s calculated as total debt (as shown on the statement of
financial position) less cash and cash equivalents Adjusted profit is defined by lending institutions in our facilities
agreement

The terms of the facilities agreement require the securty group to maintain better than specified consolidated
financial ratios for net debt to earnings, before interest, tax, depreciation and amaortisation (EBITDA as defined in
the faciliies agreement, including a pro-forma adjustment to the EBITDA of any acquisitions of less than one
year) and EBITDA to net cash interest payable These financial ratios have to be prepared for the twelve-month
period preceding the test date and reported to the lenders under the facilities agreement on a quarterly basis
The Yell Group was in comphance with these terms at 31 March 2010 and 31 March 2011
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14 Loans and other borrowings (continued)

The following table sets out the borrowing and net debt total of the Company

At 31 March At 31 March
Interest rate 2011 Interest rate 2010
% £'000s % £'000s
Amounts falling due within one year
Senior credit faciities - external 411-4 36 18,921 280 4,730
Unamortised 1ssue costs (540) {3,154)
Total external borrowings 18,381 1,576
Senior credit facilities - internal (note 22) 775,637 2 80 193,809
Total amounts falling due within one
year 794,018 195,485
At 31 March At 31 March
Interest rate 2011 Interest rate 2010
Yo £'000s % £000s
Amounts falling due after more than
one year
Senior credit facihities - external - - 280 18,921
Unamortised 1ssue costs - - - (4,994)
Total external borrowings - 13,927
Senior credit faciibes - internal (note 22) - 280 775,638
Amounts owed to group undertakings
(note 22) - 6 50 356,503
Total amounts falling after more than
one year - 1,146,068
Total loans and other borrowings 794,018 1,341,553
Cash and cash equivalents {143,763) {133,135)
Net debt 650,255 1,208,418

The senior credit facility consists of a term loan that was arranged under a facilities agreement dated 27 April
2006 The semwor credit facilities also include a revolving credit facility of £196 8 million (2010 £196 8 million},
including £193 2m under a new Facility Agreement dated 30 November 2009 (2010 £196 8 milion) At 31
March 2011, £nil was outstanding under the revolving credit facility (2010 - £nil) The senior credit facilities,
including the revolving credit faciity, have security over shares in Yell Group principal operating companies

On 30 November 2009 debt due to consenting lenders under the credit facility agreement dated 26 Aprnl 2006
was acquired by a fellow group undertaking, Yell Finance (UK) Ltd The terms and conditions of the debt remain
unchanged and are, therefore, the same as that under the remaining external senior credit faciity
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15 Financial instruments and risk management

The Company’s approach to management of financial risks 15 set out on pages 2-5 The accounting
classification of each class of the Company's financial assets and financial liabilities, together with their far

values 1s set out below

Farr value Amortised
derivatives cost loans
used as and other  Total book Total fair
hedges Receivables liabilties value value
At 31 March 2011 £°000 £°000 £'000 £'000 £'000
Assets
Denvative financial instruments 630 - - 630 630
Trade and other recevables - 715,985 - 715,985 715,985
Cash at bank and in hand - 143,763 - 143,763 143,763
Total financial assets 630 859,748 - 860,378 860,378
Liabilities
Trade and other payables - - (691,621) (691,621) (691,621)
Short-term borrowings - - (794,018) (794,018) (18,381)
Total financial habilities - - (1,485,639) (1,485,639) (710,002)
Fair value Amortised
denvatives cost loans
used as and other Total book Total fair
hedges Recevables habilities value value
At 31 March 2010 £'000 £000 £000 £'000 £'000
Assets
Denvative financial instruments 1,871 - - 1,871 1,871
Trade and other receivables - 1,228,446 - 1,228,446 1,228,446
Cash at bank and in hand - 133,135 - 133,135 133,135
Total financial assets 1,871 1,361,581 - 1,363,452 1,363,452
Liabilities
Denvative financial instruments {(68,243) - - (68,243) (68,243)
Trade and other payables - - (619,109) {619,109) (619,109)
Short-term borrowings . - {195,485) {195,485) (185,235)
Long-term borrowings - - (1,146,068) (1,146,068) (1,105,069)
Total financial liabifities {68,243) - (1,960,662) (2,028,905) (1,977,656)

The far value of trade and other receivables, cash at bank and in hand, and trade and other payables
approximated to carrying value due to the short maturity of the instruments

There are no material monetary assets or liabiihes denominated in currencies other than pounds sterling, US

dollars and Euros

The Company contracts external hedges on behalf of certain fellow group undertakings and has put In place
internal contracts with those entities that precisely replicate its external arrangement entered into on their behalf

thus leaving its economic effect as neutral in respect of these transactions
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15.Financial instruments and nsk management {(continued)

At 31 March 2011

Due
Due between
Due between two and Due three Total Deferred
within one and three years amounts finance Carrying Fair
one year two years and later owed fees value value
£000 £'000 £000 £'000 £000 £'000 £'000 £'000
Due within one year
Term loans - extemal 18,921 - - - 18,921 (540) 18,381 18,559
Term loans - intercompany 775,637 - - - 775637 - 775837 760,771
Total due within one year, or
on demand 794,558 - - - 794,558 (540) 794,018 779,330
Total loans and other
borrowings 794,558 - - - 794,558 (540) 794,018 -
Floating rate interest 35,184 44872 50,782 13,559 144,343
Fixed interest rate swap
outflows 6,577 1,609 - - 8,186
Floating interest rate swap
inflows (2,609) (956) - - {3,565)
Total payments 833,710 45,525 50,782 13,559 943,522
Contractual payments
analysed between
GBP 833,710 45525 50,782 13,559 943,522
Total payments 833,710 45,525 50,782 13,5569 943,522
Contractual payments
analysed between
Fixed 801,135 1,609 - - 802,690
Unfixed 32,575 43,916 50,782 13,559 140,832
Total payments 833,710 45525 50,782 13,559 943,522

The Company Is party to an Inter-creditor Agreement with other lenders and members of the Yell Group The
terms of this agreement are such that loans made to the Company by other members of the Group are
subordinated and cannct be repaid before external lenders to the Group Accordingly, all loans made to the
Company by other members of the Group will be revised and extended when they mature

At 31 March 2011 and 31 March 2010 the fair value of the total amounts cwed has been calculated using a
discount rate based on current projections of floating interest rates in the future plus a credit margin determined
by reference to margins observed on the debt of comparable businesses This discount rate has been used to
dernve the present value of contractually scheduled future interest and principle payments
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15 Financial instruments and risk management (continued)

The floating rate financial habilities bear interest at rates fixed in advance for periods ranging, at the Company’s
option, from one month to six months by reference to LIBOR The Company expects to continue to fix its floating
rate financial habiities at the end of each month by reference to one month LIBOR at that time

Borrowing facilities and liquidity nsk

The Company has access to contractually committed banking faciliies to mitigate any liquidity nsk it may face
There were committed revolving credit facilites at 31 March 2011 of £196 8 milion (2010 £196 8 million) of
which £nil had been drawn down at 31 March 2011 (20010 nil) £3 6m of these facilities expire Aprnl 2011 and
the balance in Aprl 2014

The following table analyses the contractual undiscounted cash flows payable (calculated using forward/spot
interest rates), the carrying values and the farr values of the Company's borrowings at the date of the statement
of financial posihlon The Company also has short-term recevables and payables that anse in the normal course
of business and these are not included In the following table Any cash flows based on the floating rate interest
are based on interest rates prevaiing at 31 March in the relevant year All derivative amounts are shown gross,
although amounts are settled net wherever possible Amounts drawn under the revolving credit facility are
treated as due within one year with interest calculated as payable at the end or, where these are not avaiable,
on quoted prices of comparable debt 1ssued by other companies

37



Yell Limited

Notes to the financial statements year ended 31 March 2011

15.Financial instruments and nisk management {continued)

At 31 March 2011

Due
Due between

Due between two and Due three

Total Deferred

within one and three years amounts finance Carrving Fair
one year two years and later owed fees value value
£'000 £'000 £'000 £'000 £'000 £000 £'000 £'000
Due within one year
Term loans - extemal 18,921 - - - 18921 (540) 18,381 18,559
Term loans - intfercompany 775,637 - - - 775,637 - 775637 760,771
Total due within one year, or
on demand 794,558 - - - 794,558 {540) 794018 779,330
Total loans and other
borrowings 794,558 - - - 794,558 (540) 794,018 -
Floating rate interest 35,184 44872 50,782 13,559 144,343
Fixed interest rate swap
outflows 6,577 1,609 - - 8,186
Floating interest rate swap
inflows (2,609) (956) - - (3,565)
Tota! payments 833,710 45,525 50,782 13,650 943,522
Contractual payments
analysed between
GBP 833,710 45525 50,782 13,550 943,522
Total payments 833,710 45,525 50,782 13,559 943,522
Contractual payments
analysed between
Fixed 801,135 1,609 - - 802,690
Unfixed 32,575 43916 50,782 13,558 140,832
Total payments 833,710 45525 50,782 13,559 943,522

The Company Is party to an Inter-creditor Agreement with other lenders and members of the Yell Group The
terms of this agreement are such that loans made to the Company by other members of the Group are
subordinated and cannot be repaid before external lenders to the Group Accordingly, all loans made to the
Company by other members of the Group will be revised and extended when they mature

At 31 March 2011 and 31 March 2010 the far value of the total amounts owed has been calculated using a
discount rate based on current projections of fioating interest rates in the future plus a credit margin determined
by reference to margins observed on the debt of comparable businesses This discount rate has been used to
derive the present value of contractually scheduled future interest and principle payments
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15.Financial instruments and risk management (continued)

At 31 March 2010

Due
Due between
Due between two and Due three Total Deferred
within one  ¢ne and three years and amounts finance Carrying
year two years later owed fees value Fair value
£'000 £'000 £'000 £000 £'000 £000 £'000 £'000
Due wathin one year
Term loans 4,730 - - - 4,730 (3.154) 1,576 4,486
Revolving loan 193,909 - - - 193,909 - 193,909 183,803
Total due within one year, or on
demand 198,639 - - - 198,639  (3,154) 195485 188,389
Due after one year
Term loans - extemal - 18,921 - - 18,921 (4,994) 13,927 17,945
Term loans - intercompany - 775638 - - 775,638 - 775638 735615
Other loans - intercompany - 356,503 - - 356,503 - 356,503 356,503
Total due after one year - 1,151,062 - - 1,151,062 (4,994)1,146,068 1,110,063
Total loans and other
bormowings 198,639 1,151,062 - - 1,349,700  (8,148)1,341,553 1,298,452
Floating rate interest 43629 72283 85355 118,459 319,7M
Fixed interest rate swap
outfiows 56,484 8,288 1,609 - 66,381
Floating interest rate swap
inflows {13,898) (8,566) (2,079) - (24,542)
Total payments 284,854 1,223,072 84885 118.459 1,711,270
Contractual payments analysed
between
GBP 284,854 1,223,072 84,885 118,459 1,711,270
Total payments 284,854 1,223,072 84,885 118,458 1,711,270
Contractual payments analysed
between
Fixed 255,123 1,159,349 1,609 - 1,416,081
Unfixed 29,731 83,723 83276 118,459 205,189
Total payments 284 854 1,223,072 84885 118,459 1,711,270

16.Derivative financial instruments and hedging actvities

Interest at around 80% of the Company’s debt 1s hedged at fixed rates until December 2011 Thereafter
approximately 55% of the Company's floating rate debt, resulting from refinanced inlercompany loans, s hedged
at fixed rates untl December 2012 The Company has also entered into foreign exchange contracts to hedge
known cross order cash flows early in the financial year
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The hedges give rise to the following batances reported in the statement of financial position

At 31 March At 31 March
2011 2010
Book value Fair value Book value Farr value
£000 £000 £:000 £000
Denvatives
Interest rate caps - non-current asset 1,037 1,037 6,179 6,179
Foreign exchange contracts - current
asset 630 630 1,871 1,871
Foreign exchange contracts - current
hability - - (684) (684)
Interest swaps - current habilibes - - (67,559) (67,559)

The farr values of the dervative financial instruments are the amounts at which the instruments could be
exchanged In a current transaction between willing parties, other than in forced hquidation or sale

The gross notienal amount of interest rate swaps and caps was £1 0 bilion fixing rates on average for 100 days
(2010 32 billien fixing rates on average for 106 days) and the gross notional ameunt of foreign exchange
contracts was £38 6 milion (2010 £22 4 million)

The carrying-value of the above denvative financial instruments equal their farr value Fair values are determined
by using market data and the use of established estimation techniques such as discounted cash flow and option
valuation models

The maximum exposure to credit nisk relating to denvative financial instruments at the reporting date 1s the fair
value of the denvative assels in the balance sheet

The Company has reviewed all its matenial contracts for embedded derivatives, for which separate accounting
would be required, and has concluded that there are no matenal embedded dervatives
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17 Trade and other payables

At 31 March At 31 March

201 2010

£000 £000
Amounts falling due within one year
Trade payables 16,872 10,625
Other taxation and social secunty 9,306 10,269
Accruals and other payables 68,090 78,045
Deferred income 104,473 92,632
Amounts owed to group undertakings (note 22) 492,880 427,526
Total amounts falling due in one year 691,621 619,097
Amounts falling due after more than one year
Deferred income 149 12
Other payables 6,715 -
Total amounts falling due after more than one year 6,864 12
Total trade and other payables 698,485 619,109

Current amounts owed to group undertakings are repayable at the discretion of the ultimate parent company,
Yell Group plc Interest 1s charged based upon the three month LIBOR rate in the denominated currency and

interest rates are reset at the beginning of each quarter
18 Share capital

Called up share capital:

At 31 March At 31 March
2011 2010
£ £
Authorised
100 ordinary shares of £1 100 100
Allotted, called up and fully paid
73 Ordinary shares of £1 each 73 73
At 31 March At 31 March
2011 2010
Share premium’ £'000 £'000
Share premium 325,971 325,971
Total share capital 325,971 325,971
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19.0ther reserves

Share-
based Pensions Hedging Total other
payments reserve reserve reserves
£'000 £000 £'000 £000
Balance at 01 Apnl 2010 (7,648) (94,883) {22,495) {125,026}
Net actuanal gains on defined benefit pension
schemes - 55,311 - §5,311
Changes in fair value of hedges - - 25,506 25,506
Taxation - (14,369) (8,203) (22,572)
Net income recognised directly in equity - 40,942 17,303 58,245
Balance at 31 March 2011 (7,648) (53,941) {5,192) (66,781)
Share-based Pensions Hedging  Total other
payments reserve reserve reserves
£000 £000 £'000 £'000
Balance at 01 Apnl 2009 (7.648) (52,447) (49,528) (109,623)
Net actuanal losses on defined benefit pension
schemes - {58,938) - (58,938)
Changes In fair value of hedges - - 37,082 37,082
Taxation - 16,502 {10,049) 6,453
Net (expense) income recognised directly in
equity - {42,436) 27,033 {15,403)
Balance at 31 March 2010 {7,648} (94.883) {22,495) (125,026)

20 Financial commitments, contingent habilities and Ltigation

Future aggregate minimum operating lease payments for the Company at 31 March 2011 and 2010 are as

follows
At 31 March At 31 March
2011 2010
£'000 £000
Payable:
Not later than 1 year 15,749 13,799
Later than 1 year and not later than 5 years 35,316 36,612
Later than 5 years 71,573 75,332
Total future aggregate minimum operating lease payments 122,638 125,743

Operating lease payments expensed during the year ameunted %o £15,691,000 (2010 £13,097,000)

There are no contingent habilities or guarantees other than those mentioned below or arising in the ordinary
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20 Financial commitments, contingent habihties and litigation {continued)
course of the Company's business and on these no material losses are anticipated

The Company participates 1n a Group banking arrangement whereby the Company’s assets are provided as
security against Group loans

No material losses are anticipated on liabilities in the ordinary course of business
21.Pensions

The Company operates a defined benefit pension scheme for its employees who were employed before 1
October 2001 and defined contribution schemes for the remaiing empioyees The Company's income
statement and statement of comprehensive income for the years ended 31 March 2011 and 2010 included the

following pension-related charges

Year ended Year ended

31 March 31 March

2011 2010

Amounts charged to operating profit £'000 £'000
Current service cost 10,036 9,730
Termination benefits 5,960 1,224
Amounts expensed for defined benefit schemes 15,996 10,954

Contributions payable by other group undertakings {7,393) (5,964)
Net expense for defined benefit schemes 8,603 4,990
Amounts expensed for defined contribution schemes 2,531 1,566
Total operating charge 11,134 6,556

Year ended Year ended

31 March 31 March

2011 2010

Net finance cost from defined benefit scheme £'000 £'000
Expected return on pension scheme assets 21,418 15,220
Finance cost on pension scheme liabilities {24,086) (19,763)
Net finance cost from defined benefit scheme {2,668) {4,543)
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21.Pensions (continued)

Year ended Year ended
31 March 31 March
Amount recognised in statement of recognised income and 2011 2010
expense £'000 £000
Actual return less expected return on pension scheme assets 371 63,629
Experience gains arising on the scheme 22,488 7,779
Changes in assumptions underlying the present value of the
scheme habilities 32,452 {130,346)
Actuanal gain (loss) 55,311 (58,938)
Deferred taxation on actuarnal (loss) gain recognised in eguity {14,381) 16,503
Actuanial gain (loss), net of tax 40,930 (42,435)

The cumulative actuanal loss net of tax recognised at 31 March 2011 amounts to £17 0 million (2010 £58 0

million loss}

Yell Pension Plan (YPP) — Defined benefit section

There are three defined benefit sections of the YPP, which have been closed to new entrants since 1 October
2001 The scheme offers both pensions in retrement and death benefits to members The full actuanal
valuation at 5 Apnl 2008 updated to 31 March 2011 showed a surplus of £37,307,000 (2010 £63,333,000
obligation) Pension benefits are based on years of qualifying service and final pensionable salary With effect
from 31 March 2011, the defined beneift section of the Plan were closed to future accrual Active members at 31
March 2011 were granted leaving service benefits and offered membership of a new Section 6 of the Plan on a
defined contribution basis

Net surplus (obligation)

The YPP net surplus (obligation) at the date of the statement of financial position represents the farr value of
assets held to fund future benefit payments net of the present value of scheme liabitities, as follows

At 31 March At 31 March

2011 2010

£'000 £'000

Fair value of plan assets 408,024 375,235
Present value of scheme liabilities {370,717) {438,568)
Net surplus (obligation) 37,307 {63,333)
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21 Pensions (continued)

The following amounts explain the movement in the pension provision for the years ended 31 March 2011 and
2010

At 31 March At 31 March

2011 2010

£'000 £000
Net obligation at beginning of year {63,333) {21,890)
Movement in year
Current service cost {10,092) (9,730)
Contributions 28,449 32,992
Past service costs (5,960) (1,224)
Curtalment gain 35,600 -
Other finance cost (2,668) (4,543)
Actuarial gain {loss) 55,311 (58,938)
Net surplus (obligation) at end of the year 37,307 {63,333)

The level of contributions 1s based on the current service costs and the expected cashflows of the scheme The
Company 1s required to agree its contrnibutions to the plan with the trustees based on actuaral advwice Such
agreement must be reached in a way which complies with the UK Pension Regulater's “Scheme Specific
Funding” guidance

Any failure to agree would result in the intervention of the Pension Regulator and possibly, an imposed
settlement From 1 January 2009, the Company has paid a contnibution rate of 29 8% of pensionable earnings
(inclusive of expenses and life assurance premiums, but inclusive of the Pension Protection Fund Levy)
Additionally, with effect from 1 January 2009, the Company agreed to pay conirbutions totalling £58 million
spread equally over 51 monthly payments, to repair the deficit of £47 6 million {plus interest) reported in the full
actuarial funding valuation at 5 April 2008 Following closure of the defined benefit sections of the Plan, employer
contributions in respect of the deficit remain payable and the Company's regular contribution rate has decreased
to 2% of pensionable earnings to cover expenses and Iife assurance premiums only The next evaluation of
future contnbution rates will be after the next full funding valuation, which will have an effective date of 5 April
2011

Contributions of £23 7 millien (2G10 £26 4 million), pius £4 7 million (2010 £6 5 million) 1n respect of benefit
augmentations were made in the year Plan participants may accept a reduction in their salary in return for non-
contributory membership of the Plan, the reduction being equal to the contributions otherwise payable The
Company makes contributions of a corresponding amount in the year ended 31 March 2011 and 2010 these are
included n contributions above and amounted to £1 6 million (5 5% of pensionable earnings) and £2 0 million
{5 5% of pensionable earnings) respectively Total contnibutions in financial year 2012 are expected to be around
£14 million

Valuation assumptions

The YPP net surplus at 31 March 2011 and net obligation at 31 March 2010 were based on the valuation at 5
April 2008 updated to 31 March 2011 and 31 March 2010 respectively The updated valuations carrned out by
professionally qualified independent actuaries using the following key assumptions
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21 Pensions {continued)

At 31 March At 31 March

2011 2010

% per annum % per annum

Discount rate 5.5 55
Expected return on assets 60 56
Salary increases 44 45
Pension increases linked to RP! 36 37
Pension increases linked to CPI 27 n/a

Assumptions regarding future mortality expenence are set based on advice from published statistics The
average life expectancy {Iin years) on retirement at age 60 of a member currently aged 45 1s as follows

At 31 March At 31 March

2011 2010

Years Years

Male 29.4 293
Female 30.9 308

The average life expectancy (in years) on retrement at age 60 of a member currently aged 60 I1s as follows

At 31 March At 31 March

2011 2010

Years Years

Male 27.8 277
Female 294 293

The assumptions used above may need to be adjusted n the future to take into account a full actuanal valuation
at 5 Apri 2011 Any such changes could matenally affect the estimated habiliies of the scheme and future
contrnibution rates

Assets

The YPP assets are held in separate trustee-administered funds that are invested in UK and overseas equities,
diversified growth funds, property, debt securities and index linked gits

The trustees of the scheme are required to act in the best interest of the schemes beneficiaries The
appointment of trustees to the scheme 1s determined by the Company in accordance with the scheme’s trust
documentation, as modified by UK statute An independent professional trustee and three other trustees are
appointed by the Company Three further trustees are elected by the active members

Asset values will increase and decrease as markets nse and fall The trustees and management have an agreed
strategy to mitigate the risk of having insufficient funds if markets fall The trustees annually match the low-nsk
asset portfolio against the cash outflows for the following twelve years Against longer term cash pay-outs they
match a combination of investments in index linked giits to mitigate inflation and interest rate nsk, and higher nsk
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21.Pensions {continued)

assets to get higher rates of growth The trustees also work with management to ensure sufficient assets will be

available to settle obligations extending beyond the honzon of 12 years

The trustees set therr asset allocation approachto sphit the portfolio into “pre honzon” and “post horizon™
categortes The “pre horizon” assets are all debt secunties and at 31 March 2011 comprised around 28% (2010.
28%) of the total assets The "post honzon” assets have allocation targets of 40% equities, 20% diversified

growth, 10% property and 30% index linked gilts

The expected rates of return of each asset type in the YPP are set by reference to yelds availlable on
government bonds at the measurement date and appropnate risk margins and are stated gross of the expected
levy to the UK Penston Protection Fund The assets in the YPP and the annual expected return were

At 31 At 31 At 31 At 31
March March March March
2011 2011 2010 2010
% £000 % £000
Equities 800 124,394 725 118,574
Dwersified growth 750 34,652 725 26,233
Bonds 525 114,791 425 105,182
Property 700 28,752 625 26,605
Index inked giits (Inflation swaps in 2010} 385 102,987 455 94,964
Other 025 2,448 025 3,677
Total assets at fair value 408,024 375,235
Changes n the farr value of plan assets were as follows
At 31 March At 31 March
2011 2010
£'000 £'000
Opening fair vaiue of plan assets 375,235 274,330
Expected return 21,481 15,220
Actuanal gain KYd| 63,629
Contributions by employer 28,449 32.820
Contributions by participants 37 61
Benefits paid (17,549) (10,825)
Closing fair value of plan assets 408,024 375,235
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21 Pensions {continued)

The actuanal gain in the years ended 31 March 2011 and 31 March 2010 represents the difference between the
expected return on plan assets and the actuai return on plan assets as follows

Year ended Year ended

31 March 31 March

2011 2010

£000 £000

Expected return on plan assets 21,481 15,220
Actuanal gain 371 63,629
Actual return on plan assets 21,852 78,849

Liabiities

The present value of scheme labilities at the date of the statement of financial position are measured by
discounting the best estimate of future cashflows to be paid out by the scheme using the projected unit method
The projected unit method I1s an accrued benefits valuation method in which the scheme labilites make
allowance for projected earnings Changes in the present value of the defined benefit obligation were as follows

At 31 March At 31 March

2011 2010

£000 £'000
Opening present value of defined benefit habilities 438,648 296,220
Current service cost 10,092 9,730
Past service cost 5,960 1,224
Finance cost 24,086 19,763
Actuanal (gain) loss (54,957) 122,475
Contributions by participants 37 61
Benefits paid (17,549) {10,825)
Curtalments and settlements (35,600) -
Closing present value of defined benefit liabilities 370,717 438,648

The actuanal gain in the year ended 31 March 2011 was pnmarily the result of a decrease in RPI inflation, a
higher number of members leaving service than expected, and a switch from RPI to CPI for some pension
increases under the Plan The curtalment gan results from the closure of the defined benefit sections of the
Plan to future accrual and the granting of leaving service benfits to all active members as at 31 March 2011 In
the year ended 31 March 2010, the actuarial loss was primarily the result of a decrease in the estimated real
Interest rates (the reference market rate to which the discount rate 1s tied, net of expected inflation implied in the
market price of certain government debt) dunng the year
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21 Pensions {continued)

The profile of expected undiscounted payments by the scheme for benefits earned up to 31 March 2011 1s as
follows

Payments in mitlions

£50m
£45m

£40m -~ ™~

£35m / \

o — X

£20m / \

e 4 AN
£5m / \

£0m T 1 i 1 i ] T
2011 2021 2031 2041 2051 2061 2071 2081

The Company estimates that the average duration of these cashflows, representing the weighted average term
to payment of the undiscounted benefit payments, 1s 33 years

The cost of settling all Plan habilities at the date of the statement of financial position by buying out benefits with
a suitable insurer will generally be higher than the present value of scheme liabihities because an insurer would
expect to charge a premum for the rnsks that would be passed to them The Company estimates that the
amount required to settle the Plan's liabilites with an insurance company at 31 March 2011 would be around
£684 milhon, which 1s around £276 million more than the value of the plan assets
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21.Pensions (continued)

The history of experience gains and losses is as follows
Year
ended 31 Year ended Year ended Year ended Year ended
March 31 March 31 March 31 March 31 March

2011 2010 2009 2008 2007
£000 £000 £000 £'000 £000
Present value of defined benefit obligation {370,717) (438,568) (296,220) (294,842) (329,577)
Farr value of plan assets 408,024 375,235 274,330 308,870 302,355
Surplus (deficit) on the plans 37,307 (63,333) {21,890} 14,028  (27,222)
Difference between the expected and actual
return on scheme assets
- Gain {loss) (£'000) 371 63,629 (64,398} (24,410) 199
- Gain (loss) as a proportion of scheme assets 17% 23% 8% -
Expenence gains {(losses) on scheme
liabilities and changes in assumptions
- Gain (loss) {£'000) 54,957 (122,395) 32,732 68,278 15,893
- Gain (loss) as a proportion of present value of
scheme labilities 15% 28% 1% 23% 5%

Sensitivity analysis

The present value of the pension obligations at 31 March 2011 was calculated on the basis that the real interest
rate at the date of the statement of financial position was 1 9%, which 1s the difference between the discount rate
and RPI inflation The discount rate and expected inflation are determined by reference to specific types of debt
instruments being traded In the open market Increasing or decreasing the assumed real interest rate to 2 0% or
1 8% per annum, respectively, would decrease or increase the present value of the pension habilites by
approximately £9 milhon The effect on the market value of assets cannot be estimated because the values of
the Plan's nvestments do not always change in ine with real interest rates

The present value of pension liabfities was determined on assumed life expectancies for men and women as set
out In the assumptions above We estimate that an increase in life expectancy of one year for all members could
have increased the present value of pension hiabilities by approximately £8 million

YPP - Defined contribution section

The pension cost in respect of this section represents contributions payable to the funds and amounted to
£2,531,000 for the year ended 31 March 2011 (2010 £1,566,000) Outstanding contributions amounted to £nil
as at 31 March 2011 (2010 £nil)
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22 Related party transactions

Details of transactions with other group undertakings during the years ended 31 March 2011 and 2010 and

balances outstanding as at those dates are as follows

Year ended Year ended

31 March 31 March

2011 2010

Finance income £000 £'000
Income from Yell Holdings 2 Limited 16,921 17,553
Income from Yell Publicidad SAU 3 341
Total finance income 16,924 17,894

Year ended Year ended

31 March 31 March

2011 2010

Service recharge iIncome £000 £'000
Income from Yellow Pages Sales Limited 140,285 146,654
Income from General Art Services Limited 1,601 2,736
Total service recharge income 141,886 149,390

Year ended Year ended

31 March 31 March

2011 2010

Finance costs £000 £'000

Interest payable to Yell Finance Limited (23,125) (22,154)

Interest payable to Yell Holdings 2 Limited (2,584) (1,792)

Interest payable to Yell Finance (UK) Limited (27,452) (9,421)

Total finance costs {563,161) {33,367)

Year ended Year ended

31 March 31 March

2011 2010

Service recharge costs £000 £000

Costs payable o Yellow Pages Sales Limited {140,285) (146,654)

Costs payable to General Art Services Limited {1,601) {(2,736)

Total service recharge costs (141,886) (149,390}
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22 Related party transactions (continued)

At 31 March At 31 March
2011 2010
Non-current assets £000 £000
Trade and other receivables
Amounts owed by Yellow Pages Sales Limited 2,319 1,350
Amounts owed by General Art Services Limited 30 10
Total trade and other receivables 2,349 1,360
Total non-current assets 2,349 1,360
At 31 March At 31 March
2011 2010
Current assets £000 £'000
Trade and other receivables
Amounts owed by Yell Holdings 2 Limited 500,885 934,454
Amounts owed by Yell Mediaworks Limited - 43
Amounts owed to Yellowbook, Inc 5770 49,629
Amounts owed by Yell Publicidad SAU 1,399 21,143
Amounts owed by Yell Argentina SA 72 -
Total trade and other receivables 508,626 1,005,269
Total current assets 508,626 1,005,269
At 31 March At 31 March
2011 2010
Current habilities £000 £'000
Trade and other payables
Amounts owed to Yell Holdings 2 Limited (477,669) (385,030)
Amounts owed to Yell Finance {UK) Limited {4,986) (32,575)
Amounts owed to Yellowbook, Inc {5,877) (6,210)
Amounts owed to Yell Publicidad SAU {2,284) (2,301)
Amounts owed to Yell Mediaworks Limited {2,064) (1,410)
Total trade and other payables {492,880) (427,526)
Loans and borrowings.
Amounts owed to Yell Finance (UK) Limited {775,637) (193,909)
Total loans and borrowings {775,637) (193,909)
Total current liabilities {1,268,517) (621,435)
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22 Related party transactions (continued)

At 31 March At 31 March
2011 2010
Non-current liabilities £000 £000
Loans and borrowings
Amounts owed to Yell Finance Limited - (356,503)
Amounts owed to Yell Finance (UK) Limited - (775,638)
Total loans and borrowings - (1,132,141)
Total non-current liabilities - (1,132,141)
Key management compensation was as follows
At 31 March At 31 March
2011 2010
£'000 £000
Salares & other short term employee benefits 4,266 2,024
Share-based payments 322 1,427
Total key management compensation payments 4,588 3,451

23.Employee share schemes

Yell Group has various stock option and other share plans in which the Company's employees participate The
Group accounts for the plans in accordance with the fair value recognition provisions of IFRS 2 Share Based
Payments IFRS 2 apples to equity 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 introduced two stock option plans in the UK, the Yell Group Limited Employee
Plan and the Yell Group Limited Sentor Manager Incentive Plan The plans were set up to provide employees
with option rewards that would become exercisable after an exit event {e g sale or quotation) The option Iife
under these plans 1s 10 years from the date of grant

In July 2003, the Yell Group introduced the Yell Group ple Sharesave Plan Eligible 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 1s granted an option to subscribe 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 wilt not be manifestly less than 80% of the market value of the ordinary shares at the
date of the grant The Sharesave plan 1s approved by HM Revenue and Customs
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23 Employee share schemes (continued)

In July 2003, the Yell Group ntroduced the Yell Group pic Executive Share Option Scheme which contains an
unapproved section and a section approved by HM Revenue and Customs The price per ordinary share at
which options will be exercised will be not less than the market value of the ordinary shares at the date of grant
Options will normally be granted within a period of 42 days commencing on the day after the date on which the
Group releases its quarterly, half yearly or final results for any financial period In most circumstances an
objective performance condition must be satisfied before an option can be exercised Normally opttons may only
be exercised three years after their initial date of grant The option Iife under this plan 1s ten years from the date
of grant

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

In November 2004, the Yell Group established the Yell Group plc Deferred Bonus Plan (the DBP) Under the
plan, any bonus awarded to executive directors In excess of 100% of salary Is subject to compulsory deferral into
shares for a penod of three years There 1s no matching provided by the Company and the shares wil be
forfeited if the director leaves the Company other than as a predetermined 'good leaver’

Options under share schemes

Options granted, exercised and lapsed under the savings related schemes and other share option schemes
during the years ended 31 March 2011 and 2010 and options exercisable at 31 March 2011 and 2010 were as
follows

Savings  Other share Weighted

related oplion Exercise pnce average

schemes schemes Total range exercise prnce

Outstanding at 31 March 2009 2,037,337 6,528,212 8,565,550 0 0-589p 7ip
Adjustment following open offer 281,517 305,252 586,769 0 0-424p 58p
Granted 6,625,875 4946446 11,572,321 0 0-41p 23p
Exercised - (85,477} (85,477) 0 4-67p 42p
Forfeited and expired {2,363,581) (371,336)  (2,734,917) 0 0-58%p 107p
Outstanding at 31 March 2009 6,581,148 11,323,097 17,904,245 0 0-407p 48p
Granted 9,126,087 5,450,956 14,577,043 0 0-40p 9p
Exercised {835) (589,762) (580,597) 0 4-67p Op
Forfeited and expired (7,198,786) (6,134,323) (13,333,108) 0 0-407p 30p
Outstanding at 31 March 2011 8,507,614 10,049,968 18,557,582 0 0-407p 30p
Exercisable at 31 March 2010 41,970 739,162 781,132 0 0-407p 232p
Exercisable at 31 March 2011 481,882 1,272,863 1,754,745 0 0-407p 92p

The weighted average farr value of the 14,577,043 options granted in the year ended 31 March 2011 (2010 -
11,572,321 options) was 4 pence per option (2010 - 28 pence per option)
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23 Employee share schemes {continued)

The following table summarises information about stock options outstanding at 31 March 2011

Weighted
average
Market pnce remaining
Exercise price on date of Number  contractual Number
{pence) grant(pence) outstanding Iife (years} exercisable
0 40-583 674,278 7 100,072
0 7 3,600,367 10 -
04 19-285 38,774 2 38,774
7-86 7-86 264,370 10 -
77 77 704,986 10 -
12 15 7,767,905 5 401,384
12-12 4 12-12 4 881,233 9 -
32 64 604,224 4 51,046
36 38 71,539 8 15,035
40 40 470,891 9 -
64 67 3,018,538 8 793,989
84 72 106,941 3 6,983
249 303 8,840 - 8,840
261 360 386 1 -
273 285 258,168 3 258,168
284 296 66,824 3 66,824
341 418 12,342 3 10,661
349 483 3,397 2 2,207
407 530 2,879 1 762
18,567,582 1,754,745

24 Auditors' remuneration

The following fees were paid or are payable to the Company's audttors for the years ended 31 March 2011 and
2010 respectively

Year ended Year ended
31 March 31 March
2011 2010
£'000 £'000
Audit services 125 125
Non-audit services;
- Fees payable for the audit of group undertakings pursuant to
legislation 349 325
- Services relating to taxation 297 92
- All other services 44 215
Total auditors’ remuneration 815 757
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25.Controlling entity

At 31 March 2011 the Company was a wholly owned subsidiary of Yell Holdings 2 Limited The ulimate holding
company and controlling party 1s Yell Group pic

The Company s included in the consolidated financial statements of Yell Group plc, whose financial statements
are publicly avalable Copies of Yell Group plc's consolidated financial statements can be obtained from the
Company Secretary, One Reading Central, Forbury Road, Reading, Berkshire, RG1 3YL

26.Post balance sheet events
There were no post balance sheet events
27.Liquidity

The Company believes that the financial arrangements with other group undertakings are sufficient to ensure it
can meet any obligations to make debt repayments in the coming year These financial arrangements are with
other group undertakings all controlled by the same ultimate parent company and as such the Company has no
reason to establish any allowance for bad debts for amounts receivable

Cash s held in current and deposit accounts with ‘AA’ rated banks

The Company's objectives when managing capital are to safeguard the entity’s ability to continue as a going
concern The Company sets the amount of capital in proportion to nsk The Company manages the capital
structure and makes adjustments to it in the hight of changes in economic conditions and the risk charactenstics
of the underlying assets
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