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Chairman’s Statement

Results
* The Group made a profir after tax in the year ended 30 Scprember
1997 of £636,000 t-:omparcd to £634,000 in the previous ycar.
* Earnings per share were 1.98p compared to 2.20p in 1995/96. ‘
e :lTh'!s' year's results fn;;ludc an exceptional profit of £905,000 made ..
Lol Von‘th'e dis'pos;x-lwa GMBM Limieed, 2 n(’)r‘t'-'cdrc‘bqéi-r-wss scquired in R -
June 1994 as pz-xlir'of the acquisition of Seniorbay Limited. "
The reasons for the dispcsa] and its effect Bnthc Group were fully -

" set out in the circular to shz{i'chélc};. sied in




within which the Group-has been operating have however
constrained operations and growth and have inhibited the directors’
focus on the proficable development of the underlying business.
The proceeds of the disposal of GMBM were recsived after the year
end and have provided a further £950,000 of cash funds. -

*An additional £236,000 arising from the disposal will be received
by December 1998,

Qutlock

Wich this significant improvement in the Group's overall financial

strength and ability to ifvest for growth in the year ahead, the Board
bchevcs that a ‘rencwcd focus on proﬁtablc business will provide




Osprey Communications plc

Review of Operations and Financial Review

The Market
During 1997 the UK adverdsing and media sector grew by 6% in real terms

(source: MEAL Register) and is forecast to increase again by 3% in 1998.

The increasing cost of advertising in the traditionalty dominant medium - television —
and the fragmentation caused by the introduction of satellite and, in future, digital
channels, are encouraging clients to seek other avenues for effective use of their

marketing budgets.

- The Osprey Group : .

The Group is ity the business of designing and delivering stratcgies'ihat influence the
marketplace with effective, persuasive communication programmes. Increasingly, our
business sector is moving in favour of agc?lcy groups that can provide a full range of
n{quering ;_e[_'fjlccsr("int‘eg:jatcd agencies”)jas more and more clients begin to experience
and realise the benefits of an integrated aéproa“:h. We have maintained our ability to
provide design, sales promotion, advertising and media buyiﬁg services whilst
developing our capabilities in public relations and direct marketing. Our view, firmly
held, is that chis mix of service capabilicy provides the Group with the best basis for

- growth and profitable development for the furure.

“Simple ideas, innovatively and
" effectively executed” .

1997 proved to be a difficult year with pardicular chaltenges in CSP and Osprey Direct.
- Clicnt cutbacks late in the year required remedial action, the benefits of which could
not be gained until after the end of the year. Despite this we have managed a modest
growth in our revenue of 3%, Now that liquidity contraints have been subszantially
cased by the disposal of GMBM and improved cash and other financial controls across

our whole business, our focus o growth in 1998 and beyond is clearly re-cstablished.

Osprey Park

The agency’s income base declined from the level established in the previous year.

The improvements in business achicved with Eriends Provident and Vauxhall with
addirional projeccs for Seiko and Jordans were wholly offset by significant reductions in
expected spend by other cliencs (particulatly British Gas and EMC Computers) and the
loss of Carpet Depot in the spring of 1997. The creative product remains of very high

. c.luzﬂity and it is on this base that the furure success of Osprey Park will be re-buile.

. Osprey CSP
Our sales promotion agency also faced difficulty in maintaining overall income at the

levels previously established. Significant impeovements in business from Tetley GB,

Mail Newspapers, Carlsberg Tetley and Cadbury were outweighed by reductions in

_expenditure from other clients and some clicnt losses. -




N

Osprey Design and Maketing (“the Studio”) ,

During the year the Studio undertook new design wotk for the Commission for
New Towns, Krauthammer, Samsung and Pirelli. Overall business volumes were
affected by the shortfalls in income derived from the Group's London agencies.
Nevertheless, this company continues to generate 2 useful contribution from the

value-added services it provides to the Group.

Osprey RMA

Osprey RMA enjoyed 2 most successful year and contributed strongly to Group results.
The company's significant improvement in performance resulted from continued
expenditure by a solid base of existing clients coupled with the full year benefic of
recently acquired clients, in particular Stannah Stairlifes and The Coastguard Agency.
Further new accounts were gained during the year, most notably the DTT for

which Ospi-éy- RMA was responsible for much of the successful 1997 Fireworks

Safety campaign.

The company is how firmly established as one of the leading advertising agencies in the
South and was voted regional “Agency of the Year” by the trade magazine “Adline”

Future Image

Future Image, based in Belfast, increased its turnover and gross income significantly in
the year and satisfacrorily improved its contribution to Group results, Continued PR
activity from existing clients such as Bass, Brirish Midland and the Progressive Building
Socicty was enhanced by work from new clients, in particular Phoenix Natuzal Gas, -
Hollywaod & Donnelly, Cantrelle & Cochrane and Premicr Power.

Further new clients were won during the year. These included Dramona Qualicy Foods,
The Office of Law Reform, Lambert Smith Hampton and Rabinson Exhibitions.
British Gas Transco has appointed the cbmpahy in the first quarter of the current year.
Future Image is now regarded as the leading PR consuleancy in Northern Ireland and

recognised as having uncyualled expertise locally in crisis management.

Osprey Direct

Qsprey Direer was formed from businesses acquired at the end of 1995/96. Integration
into the group tock longcr than expected and resulted in substantial losses.

However a new management team, much reduced staffing levels and new business
success in the early part of the currenc year has given the agency a base from which it

can now develop to form an important and profitable part of che marketing services

mix at Osprey.
CRSmith
Group Chief Executive
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Review of Operations and Financial Review

Financial Review

Operating profit

A reduction in the volume of media space purchased in Osprey Park and a change in

the balance of overall income towards commission plus fee arrangements resulted ina

reduction in turgover of 2.2% in the year. Gross profit, a more accurate measure of the

level of business activity in the Group, improved by £264,000 {2.9%). Gross profits
 arising from the acquisition of businesses that formed Osprey Dirgct amounted to

approximately £1.1m.

Administrative expenses increased by £1 383 000 (17%). The major proportion

of this arose from the establishment of O/prcy Direct, although there weee increases

proporuonal to growth in activity clsewhere in the Group.

Dnscontmued operations and exccptlor}al item

At the end of the year the Group dlsposed of its 80% interest in GMBM Limited,
a non-core recruitment advertising company which developed within the
Osprey Group after its acquisition in 1994.

Cash proceeds of £1,100,000 were received in December 1997 generating, after
disposal costs, a profit of £905,000. GMBM contributed an operating profit of
£187,000 in the year, of which the Group's share was £150,000.

Cash flows
Cash flows improved consistently thraughout the year and cash overdrafts, before

- changes in financing, decreased by £498,000. Improved rapidiry of billing and debe
collection further eased pressure on the funding of werking capital.
Loans from directors (derails of which are set out in note 23 to these accounts)
increased by £83,000 during the year. o
Futute cashfiows will feet the benefic of the proceeds from the sale of GMBM Limited.

Taxation

With available rax losses broughe forward and generated in the year, the liability for
Corporation Tax was eliminaced. Ac 30 September 1997 there are tax losses of
apptoximaely £1,250,000 available for relief against future profiss.

AN VAN
e =

P E Ranford FCA
Group Finance Director




ReEort of the Directors

The directors preseat their annual tepore, together with the audited accounts. for the
year ended 30 Seprember 1997.

Principal activity
The principal activity of the company is that of 2 holding company, the investments
of which are interests in unlisted wholly owned companies providing advertising and

muarketing services.

Results and future prospects

The results for the year ended 30 September 1997 are set ouc on page 19. A detailed
review of the Group's activities in the year is given in the Chairmat's Statement and
Review of Operations and Financial Review on pages 4 to 8.

The Group made a profit on erdinary activitics before interést in the year of
£743,000, after crediting an exceptional profit on the sale of a subsidiary of
£905,000 (1996 profit — £957, 000) and a retalned profit for the year of £577,000
(1996 — £610, 000) has been transferred [0 IeSeIves.

* . Dividends :
The dlrcctors do not recommend the payment of a dividend for the year. (5996 Nib).

DLSPOSQ-[ ’

On 30 September 1997 an agreement was entered into for the sale of the company’s
809 interest in the share capital of GMBM Limited to its management for a net
consideration, after expenses, amounting to £950,000. The reasons for the sale and the
effects of the transaceion on the Group were explained in the circular to sharcholders
on 2 December 1997. The sale was conditional, inter alia, on shareholders’ approval
which was obtained at the extraordinary general meeting held on 17 December 1997

and the transaction was completed on 19 December 1997.

Acquisitions
Details of acquisitions and associated consideration aze set out in note 11

to the accounts.

Post year end acquis?tions

As part of the Board’s continuing strategy to creatc a fully integrated communications
Group in London with a strong regional retwork, the Edinburgh based agency,
Covey Advertising Limited, was acquired on 8 October 1997. The inicial cash
consideration was £1,000 with deferred consideration, mainly to be satisfied by the
issue of shares, to bring the maximum aggregate considerarion to £1 2million.

The agency was renamed Osprey Advertising Scotland Limited and now trades as

Osprey Scotland.
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Reeort of the Directors

Directors and their interests

The directors who served during the year and subsequently were as follows:

J Rubins - Chairman

C R Smith - Chief Executive

P F Ranford FCA - Finance Director |
L W I» Corney |

M W Bindloss Gibb (resigned 9 June 1997)

Non-executives

‘D P Murphy "= Deputy Chairman

R A Hammond-Chambers (appointed 1 November !997)

Mr Hammond-Chambers was appointed as a non-executive director on

t November 1997, He is a former Chairnlmn of Ivory 8 Sime plc.

Mr Hammond-Chambers retires and, bciﬁg eligible, offers himself for re-clection at the
forthcoming Annual General Meeting, .

Mr Mucphy was Chairman of the company from 1981 te 1986 and has been
Deputy Chairman since then. He was formerly senior partner of Dennis Murphy,
Campbeli & Co, stockbrokers. ' :

Mr Murphy tetires by rotacion at the Annual General Meeting and, being eligible,
offers himself for re-election. '

Mr Murphy and Mr Hammond-Chanabers do not have serviee coneracts with the
company. None of the other directors has a service contract which is terminable by
more than six months’ notice.

According to the register of directors’ incerests maintained under the Companies Act,
the following interests in the shares of Group compariies wese held by the directors in

office at the year end:

25p Ordinary Shares in Osprey Communications ple

Nature of Interest 1 Qcrober 1996 30 September 1997
J Rubins Bencficial 5,370,000 5,395,000
D P Murphy Beneficial 1,013,285 1,013,285
Trustee 33.972 ' 33,972
LW D Corney . Beneficial 861,360 861.360
C R Smith Beneficial : 1,511,330 1,531,330

Trustee 495,237 495,237




O

No rights to subscribe for shares in the company ot any Group company were granted
to any of the directors ot their immediate families, ar exercised by them, during the

year, ot subsequencly.

The following options over the ordinary shares of Osprey Communications plc were
held by Mr LW D Corney:

- At 1 Qcrober At 30 September Exercise Dates normally
1996 1997 price exercisable
20,000 - 20,000 25p 1999 o 2006

During the ysar the mid-market price of the shares ranged from 17p to 35p.
At 30 Scprember 1997, the mid-market price of the shares was 17p.

There have been no changes in these interests ar the date of this Report.

Material contracts
At no time during the year did any direccor have a mazerial contract with the Group,
other than in relation to the [oans made by various directors o the Group which are

disclosed in note 23 to the accounts.

~ Substantial shareholdings
The company has been informed of the following shareholdings in the company
at 2 March 1998, being the fatest practicable date priot to this Report, cach
_representing 3% or more of the current issued share capital:

Ne of ordin;ary shares %

Credit Suisse London Naminees Limited 2,464,999 8.19
RBSTB Nominees Limited - . 1,400,000 4.65
R N Maber 2,087,125 6,94
Vidacos Nominees Limited £,275,060 4.24
Avocet Investments Limited® 1,013,285 3.37

* Held to the order of Mr & P Murphy

Apart from these details, and the details fisted under direerors” interests, the company

is not aware of any halding representing 3% or more of the issucd share capital
at 2 March 1998,
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Report of the Directors

Suppliers paﬁﬁcnt policy
The Group’s policy is 1o agree the terms of payment with each supplicr and to abide by
these terms. Creditor sertlement time for the year ending 30 September 1997 was 59

days, an improvemenc from 63 days at the end of the the previous year.

Charitable and political donations
The company made no charitable or political donations during the year under review.
- Auditors ) ‘
A resolution for the reappointment of Diefoitre & Touche as auditors of the company is

te be proposed at the forthcoming Annual General Meeting.

‘By order of the Board. |

P F.Ranfofd FCA, Sccretary
- 16 March 1998




Corporate Governance

During the year, the company complied with the recommendations of The Code of

Best Practice contained in the Report on the Financial Aspects of Corporate
Governance, prepared by the Cadbury Commistee, with the exception of paragraphs
1.3, 3.3, 4.3 and 4.5. The circumstances of non-compliance are described below. The
Board fully supports the recommendations of the Code and intends that as the
financial performance of the Group recovers and resources are increased, all these areas

of nen-compliance will be remedied. .

Board : .

The Boatd, currently comprising four executive directors and two non-executive
directors, met regularly chroughout the year. The rales of Chairman and Chief
Executive are separate. There is a formal schedule of marcers specifically reserved to the
Board for decision. The Board is responsible to the sharcholders for the good standing
of the Group, the performance of its assers, its st.rategy for future development, its
acquisition and divestment policy. and other major strategic decisions. The Board

does not consider that the size of the Group warrants the appointment of a thizd

non-executive director.

Andit committee

The Audic Committee, comprising the then non-executive directors, was constituted
in 1994 to review and consider the Group’s internal conerol procedures, accounting
policies and reporting functions. Following the resignation from the board of

Mr A A Whitaker in 1996, the Audit Committee consisted of ouly one non-executive
director and did not meet formally. The non-executive dirsctor did, however,

discuss the audic and financial results with the Group's external auditors. Wich the
appointment of & second non-executive director in November 1997, the Audic
Cormittee has now resumed izs ful activities and responsibilities and it is the Board’s

intention thar it will continue to do se.

Remuneration policy

The company has not established 2 Remuneration or Nomination Committee.

The full Boasd considers matters of appointment, remuneration, incentives and the
granting of share oprmns when necessary and does not consider that the size of the
Group warrants the formation of these Commitrees.

Disectors’ remuncration and granting of share options are based upon performance and
are decided by the Board. Ne director plays a part in any discussion about his own
remuneration. Details of directors’ remunecration and shatc options are given in note 6
to the accounts and details of their interests are given in the Directors’ Report.

All directors are appointed by the Board as a whale and no service contracts are for
periods of more than one year.

In framing scnumeration policy the Board has given full consideration to Section B and
has complied chroughout the period with Scetion A of the Best Pracice Provisions

annexed to the Listing Rules,
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Corporate Governance (continued)

" Going concern
The directoss have reviewed the Group's detailed trading forecasts to and cash forecasts
to 30 September 1999, in conjunction with fonger term expectations of performance.
As a result, at the date of this report, they have a reasonable expectation that the
company and the Group have adequate resources to continue in operational existence
for the foreseeable Furure. For this reason, they continue ro adopt the going concern

basis in prcparing the accounts.

Intemal fma.nqal control
The directors acknowledge their responsibility for the Group’s system ofmternal
financial control. The executive dirccrors undertake day-ro-day supervision of
operations, a key control in a business of this size. Procedures have been escablished in
- respect of financial and adminiscrative sys{cems and budgetary control. The

" reconstituted Audic Committee will consider the effectiveness of these procedures as a
matter of first priotity and repott its findings to the Board, There are inherent
limitations in any system of incernal financial control and, accordingly, even the most
effective system can only provide reasonable, and not absolute, assurance with respect

to the preparation of financial information and the safeguarding of assets.

By order of the Board

Clive R Smith, Chief Exccutive
16 March 1998




Review Report to the Directors on

CorEorate Governance Matters

In addition to and separate from our audit of the financial statements, we have
reviewed the directors' statement on pages 13 and 14 on the company’s compliance
with the paragraphs of the Code of Best Practice specified for our review by A

The London Stock Exchange. The abjective of our review is to draw attention to
non-compliance with Listing Rules 12.43{}) and 12.43{v). Our review was not
performed for any purpose connected with any specific transaction and should not be

" relied upon for any such purpese.

Basis of opinions
We carried out our review in accordance with guidance issued by the Auditing Practices
Board. That guidance does not require us to perform the addirional work necessary o,
and we de not, express any opinion on the effectiveness of either the company’s systcﬁ'x
of internal Ainancial control or its corporate governanee procedures or on the ability of
the company to continue in operational existence.
- QOpinions
With respect to the direcrors’ statement on going concern and internal financial control
- on page 14, in our opinion the directors have provided the disclosures required by the
Listing Rulss, as referted to above and such statements are not inconsistent with the
informarion of which we are aware from our audic work on the financial statements.
Based on enquiry of certain directors and officers of the company, and examination of
" relevant documents, in our opinion the directors’ statement on page 13 appropriately
reftects the company’s compliance with the other paragraphs of the Code specified for

our review by Listing rule 12.43(j).

. V ‘__....——"‘
nte. M"“"“"

Deloirte & Touche

Chartered Accountancs and Registered Auditors
Hill House

1 Liesle New Street

London EC4A 3TR

16 March 1998
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Statement of Directors’ Reseonsibilities 1

Company law requires the directors to prepare financial statements for each financial
period which give a true and fair view of the state of affairs of the cempany and the
Group as at the end of the financial period and of the profic or loss of the Group for

that period. Ir preparing those financial statements the directors are required to:

. select suitable accounting policies and then apply them consistently;
+  make judgements and estimates that are reasonable and prudent
. statc whether applicable accounting standards have been followed;
.”
+  prepare the financial statements on the going concern basis, unless it is

_inapproptiate to presume that the IGroup wilt continue in business.
- ' i
The directors are responsible for maintaining proper accounting ;ei:ords which dislose
with redsonable accuracy ar any time the financial position of the company and the
Group and to enable them to ensure that the financial statements comply with the
Compani-cs Act 1985, They ate also responsible for safeguarding the asscts of the
company and the Group and hence for taking reasonable steps for the prevention and

derection of fraud and other irregularitics.




Report of the Auditors to the members of

Oserez Communications Elc

We have 2udited the financial statements on -pagcs 19 1o 37 which have been prepared
under the accounting policies set out on pages 23 and 24.

Respective responsibilities of directors and auditors
As described on page 16 the company’s directors are responsible for the preparation of
financial statements. It is our responsibility to form an independent opinion, based on

our audit, on those statements and to report our opinion to you.

Basis of apinion .
We conducted our audit in accordance with Auditing Standards issued by the Audiring
Practices Board. An audit includes examination, on 2 test basis, of evidence relevant 1o
the amounts and disclosures in the financial statements. It also includes an assessment

_ of the significant estimases and judgsments made by the diréctors in the preparation of
the financial statements, and of whether the aceounting policies are appropriate to the
circumstances of the company and the Group, consistencly applied and adequarely
disclosed. ’ :
We planned and performed our audit so a3 to obtain all the information and

. explanations which we considered necessary in order to provide us with sufficient
evidence to give reasonable assurance that the financial statements are free from
marerial misstatement, whether caused by fraud or other irregulatity or crror. In
forming our opinion we also evaluated the overall adequacy of the presentation of

information in the financial statements.

Opinion

In our opinien the financial statements give a true and fair view of the state of affairs of
the company and the Group as at 30 September 1997 and of the profit of the Group
for the year then ended, and have been properly prepared in accordance with the
Companies Act 1985. '

Ltite Fomee

Deloitre & Touche

Chartered Accounrants and Registered Auditors
Hill House

1 Little New Screet

London EC4A 3TR

16 March 1998




Consolidated Profit and Loss Account

1997 1997 1997 1996
Continuing  Discontinued
Activities Activities Toral Toral
Note £000 £000 £000 £000
Turnover 1.2 26,588 5.320 31914 32.641
Cost of salcs (18,254) (4,324)  (22,578)  (23,569)
Gross profit 8.334 1.002 4336 9.072
Administrative expenses (8,683} (813) (9.498) (8115)
Operating (loss)/profit on
ordinary activities (349 187 (162) 957
Exceptional irem — disposal of subsidiacy 11, 20 - 905 9205 -
(Loss)/profit on ordinary activities
before intetest (349 1.092 743 957
Interest payable 3 (224) (245}
Profit on ordinary activities
before raxation 4 319 712
Tax credit/{charge) on profit
on ordinary activities 7 117 (78)
Profit on ordinary activities after taxation 6306 634
Equity minerity interests 59 (24)
Profit for the year 16 577 Gl0
Earnings per ordinary share 9 1.98p 2.20p

A reconciliation of movements in sharcholders funds is given in note 18 to the accounts.

A statement of total recognised gains and losses is not included as chere are no recognised gains or

losses other than those disclosed above.
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Osprey £ Tommunicdrions pic

Consolidated Balance Sheet

1996

£000 £000

Note E
Fixed assets L e T
Tangible fixed assets 1¢ BV 760 867

Current assets S
Work in progress .. 363 972

Debtors 12 “5,754 B L 6,167
Cen7 7,139

4/‘ ’ ’
Creditors L -
Amounts falling duv within one year 13 \(7,001} (8,420

.\_‘ — .
Net current liabilities ' -(884) {1,281)
Total assets less current liabilities (124) (414)
Creditors
Amounts falling due after more than one year 13 - (85} (923}

Provisions for liabilities and charges .
Deferred raxation 14 7 , - (11

Equity minority interests . - (33}
(209) (351
F—— _— ]
Capital and reserves
Called up share capital 15 7,336 7,208
Share prcmiurﬁ account 16 438 386
Shares to be issued il 180 360
Acquisition reserve 16 {6,797} (6,562}
Profit and loss account . 16 (1,366) (1,943)
Equity sharcholders’ funds {209) (551

—_—

These Anancial statements were approved by the Board of Directors on 16 March 1998,
Signed on behalf of the Board of Dircetors.

G

PAUL F RANFORD, Finance Director




~ Company Balance Sheet

1997 1996
Note  £000 - - £000 £000 £000
Fixed assets ’
Tangible fixed assets 10 154 131
[nvestments in subsidiaries 11 © 1,444 1.444
1,598 1,575
Current assets
Debtors 12 9,705 8.926
9,705 8,926
Creditors .
Amounts falling due within one year 13 (2,360) ’ {3.057)
Net current assets ) 7,345 3,869
Total assets less current liabilities 8,943 7.444
Capital and reserves
Called up share capital 15 " 7,336 7,208
Share premium account 16 596 544
Shares to be issued 11 180 360
Capizal reserve 16 111 111
Profit and loss account 16 720 (779)
Equity sharcholders’ funds 8,943 7,444

These financial stazements were approved by the Board of Direetors on 16 March 1998,
Signed on behalf of the Board of Directors,

. AL

= —

PAUL F RANFORD, Finance Director
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Consolidated Cash Flow Statement

1996

Note © 2000 £000

Net cash inflow/(outflow) R .
from operating activities 19 : 1,133 {394)

Return on investments and

servicing of finance 19 :, - (296) {263)

Taxation 19 A s 7 (4}

Capital expenditure and r

financial investments 19 t ©{212) {130)
i Acquisitions and disposals 9 (134) (77)

Net cash inflow/{outflow) before financing " 498 {(868)

Financing )

Capiral element of finance lease rentals B ¢ T R (66}

Loans received from directors 83 500

Repayment of other loans (8) (2)

Ner cash inflow from financing o 61 432

Increase/(decrease) in cash equivalents 559 (436)

L e S

Reconciliation of net cash flow movement
to movement in net debt 21

£000 £000
Increase in cash in the year 559

Cash aurflow from increase in debr and

lease financing 61
Change in net debt resulting from cashflows 498
New finance leases . %
479
Net debe ar | Ocrober 96 (2,370}
Ner debr ar 30 Seprember 97 (1,891)
——




{c)

1

Notes to the Accounts

Accounting policies
The financial statements are prepared in zecordance with applicable accounting standards.

The particular accounting policies adopred are deseribed below:

Accounting convention

The accounts are prepared under the historical cost convention.

Basis of consolidation
The consolidated accounts reflect the accounts of Osprey Communications ple and all its

subsidiaries, made up te 30 Seprember 1997,

Acquisitions and disposals

On the acquisition of a business, fair values are ascribed to the Group’s share of net tangible
assets. Where the costs of acquisition exceed the value artriburable to such net assets,

the difference is created as purchased goodwill and wricten off dizectly to reserves in the year

of acquisition.

The profit or loss on the dispasal of 2 previously acquired business includes the atrriburable

amount of any purchased goodwill relading to char business.

Tusrnover
Turnover (which excludes VAT) represents the value of amounts invoiced to clients in respect of

fees, advertising media charges, and advertising production costs.
Depreciation
Depreciation is nat provided on frechold land. On other assces it is provided so as to write off

the cost of tangible fixed assers over their cstimared useful lives,

The following are the main annual rates used:

Freehold Buildings - 2% on cost.

Leaschold Property — Weitten off an straight line basis over unexpired term
wirth 2 minimum rate of 2%.

Motor Vehicles — 25% on reducing balance basis.

Computer Equipment — 20% on cost.

Office Equipment — 15% on reducing balance basts.

Deferred taxation

Deferred taxation is provided at the anticipared tax races on timing differences arising from the
inclusion of items of tncome and expenditure in taxation compueations in periods differen
from thesc in which they arc included in the financial statements, to the extent that it is

probable that a liability or assec will crystaltise in the foresceable future,

Pensions

Payments are made on behalf of various executives to defined contribution schemes, These

payments are charged to the profitand loss account as they arise.
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(b

Wotk in progress
Work in progress is valued at the lower of cost and estimated net realisable value.

Cost comprises production and media costs not yet invoiced to clicnts.

Lease and hire purchase contracts

Assets held under hire purchase contracts and the related hire purchase obligarions arc recorded
in the balance sheet at the fair value of the assets at the inceprion of the contracts. The amounts
by which the contract payments exceed the recorded contract obligations are treated as finance

charges which are amortised aver each contract term to give a constant rate of charge on the

remaining balance of the obligation.

Renral costs under operating leases are charged 1o the profic and loss account in equal annual
amounts over the periods of the leases. E
Investments

[ivestments held as fixed assers are stated at cost less provision for permanent diminution

in value.

Segmental analysis

Al turnover and proficsflosses were generated in the United Kingdom from the provision of

advertising and marketing services.

Turnover can be analysed by destination as follows:

Discontinued  Continuing 1997 1996

Activities Activities Total Total

£000 £000 £000 L1000

UK 3.326 21,783 27,109 22,063
Rest of Europe . - 4.187 4,187 8.873
Usa 618 618 1,703

5.326 26,588 31,914 32.641




- Notes to the Accounts

3 Interest payable TT1997 1996
£'000 £000

On bank loans and overdrafts repayable within five years 167 236

On finance leases and hire-purchase contraces 7 5

Cn Directors” loans 50 4

224 245

4 Profit on ordinary activities before taxation 1997 1996
£°000 £000
Profit on ordinary activities before taxation s stated

afrer charging/{¢rediting):

Depreciation of owned assets 274 261
Drepreciation of assces held under finance lease contracts 40 50
Profit on sale of tangible fixed assets (18) -
Payments under operaring leases

~ land and buildings 418 412
— other 236 244
Auditers’ remuneration — audic services 60 68
— non-audit services 41 33

5 Employee costs 1997 1996

£000 £000

Wages and salarivs 4,625 3.528

Social seeurity costs 469 367

Other pension costs 148 86

5,242 3,981

Average number of employees: No. No.
Marketing 121 93
Administration 34 42

155 137
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97 199
55"000 £000

6  Directors’ emoluments

Management remuneration 378 286 i
Payments to third parties for services of directors ce 116 112 |
494 398

P F—

Fees Basic Pension  Benefies . 1997 1996

salaries  contributions inkind -~ Total Toral

£000 £000 £000 £000 - £1000 £000
Exgcutive direcrors '

J Rubins (Chairman and

highest paid director) - we - 197 2119 95
i C R Smith 96 - - 13 109 92
LW D Corney - 83 - 5 88 88
M W Bindloss Gibb

(period 1.10.96 e 9.6.97) - 48 5 G 59 79
P F Ranford - 82 5 12 99 24

Nor-executive dirvector
D P Murphy 20 - - - 20 20
116 313 1¢ 55 494 398

*The payments in relation to Mr Smichs and My Murphy's services were paid to third partics.




S

1997 199
£000 £000

Tax credit/ (charge) on ordinary activities

United Kingdom corporation tax at 33% (1996 - 33%?

hased on the profit for the year - (1086)
Qver provision in previous years 106 -
Transfer from deferred raxation 11 32
Irrecoverable ACT written off - 4
117 (78)

s, e —

There is no tax charge for the year because of the utilisation of Josses brought forward.

There are losses of approximarely £1,250.000 available for relicf against Fururs trading profits.

Parent company’s profit

The parent company's profit for the year amounted ro £1,499,000 (1996 — profit of £8,600).
No profit and less account is presented for Osprey Communications ple as is permitted by
section 230 of the Companies Act 1985,

Earnings per ordinary share
The caleulzsion of eamings per ordinary sharc is based en a profit of £577.000 (1996 - profu
of £610,000) and on 29,187,091 shares (1996 — 27,691,862 shares} being the weighted

average number of ordinary shares in issuc during the year
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10 Tangible fixed assets

Long and
short

Frechold  leaschold Office and ‘

fand and  land and Mator  computer

buildings  buildings vehicles  equipment Toral |
Group £000 L£000 £000 £000 £000 |
Cost
At 1 Ocrober 1996 68 139 473 2,095 2,775
Subsidiary disposed - - - {62) {G2)
Additiens - 45 34 236 315
Disposals - (7} (190} (633) (852)
At 30 Seprember 1997 68 177 317 1,614 2,176

T

Depreciation
At 1 October 1996 24 109 304 1,471 1,908
Charge for the year 2 20 45 247 314
Subsidiary disposed - - - {19 aom
Cn disposals - (73 (133) (647) (787)
Ar 30 September 1997 26 122 216 1,052 1,416
Net book value
At 30 September 1997 42 55 101 562 760
At 30 September 1996 44 30 169 624 267
Company
Cost
At 1 October 1996 - 48 52 218 318
Additions - 9 - 63 72
Disposals - - - 7 (70)
At 30 Seprember 1997 - 57 52 211 320
Depreciation
At 1 October 1996 - 18 17 152 187
Charge for the year ’ - 14 9 26 49
Disposals - - - (700 (70)
At 30 Seprember 1997 - 32 26 108 166
Net book value
At 30 Scptcmbcr 1997 - 25 26 103 154
At 30 Scptember 1996 - 30 35 G6 131

Included in the above figures for the Group are moror vehicles held under hire-purchase
concracts with a net book value of £49.000 (1996 — £145.000). The equivalent figure for the
company is £16,000 (1996 - £25,000}.
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Fixed asset investments

Shares in
subsidiaries

£000
Cost
At 1 Qcrober 1996 and 30 Seprember 1997 2,936
Provisions
At 1 Ocrober 1996 and 30 Scptember 1997 1,512
Net book value
At 30 September 1997 and 30 September 1996 1.444
Additions
Osprey RMA Limited

Included in fixed asset investments at 1 October 1996 was a sum of £360,000 represenring the
third and fourth tranches of consideration due o be paid in respect of the aequisition of
Roger Maber & Associates Limited (now Osprey RMA Limired) {“RMA™.

On 20 Jarmary 1997 the third tranche of consideradion, amounting to £180,000, was paid in
respeet of the year ended 30 Seprember 1996. This was satisfied by the issue ro the vendor of
514,285 erdinary sharcs of 23p each ar a market valuation of 33p cach.

Sinee the year end the fourth and final wranche of consideration, amounting t a further
£180,000. was paid on 22 January 1998 in respect of the year ended 30 September 1997, This
was satisfied by the issue to the vendor of 720,000 ordinary shares of 25p cach ac the nominal

value of 25p each.

Covey Advertising Limited (now QOsprey Scotland Limited)

Subsequent ta the year end, on 8 October 1997, Covey Advertising Limited was acquired for
an initial cash consideration of £1,000 with performance-related deferred consideration
amounting ¢o a maximum of £1.2 million. The agency was renamed Osprey Advertising

Scottand Limited and now trades as Osprey Scotland.

Disposals

On 30 Seprember 1997 an agreement was entered into for the sale of the company’s

80% interest in GMDBM Limiced to ics management for a net consideration. after expenses,
of £950,000.
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The principal subsidiaries of the Group are:

Country of
incotporation,
registration
and operation

Creative Sales England
Propositions Limired and Wales
QOsprey SMS England
Limiced and Wales
Future Image Limited Norshera Irdland

Csprey Design & Marketing Limited  England

and Wales
Osprey Direet Limited England
and Wales
Osprey RMA Limited England

and Wales

Osprey Park Limited England
and Wales

Class
of
Capital
Ordinary

Ordinary

Crdinary
Deferred

Ordinary

Ordinary

Ordinary

Qrdinary

Description
Percentage of
held activity

100% Sales

Indirect  promations

100% Advertising

Indirect
100% Public
100% relations
[ndirect

100% Advertising

Indirect  and marketing

services
1060% Dircet
Direet marketing

100%  Advertising,
Ditecr  marketing and
public relatiens

services

100% Advertising

I[ndirect




12 Debtors

13

“Trade debrots

Amounts owed by subsidiary undertakings
ACT recoverable

Orher debtors

Prepayments and accrued income

Notes to the Accounts

1997

1996
Group Company Group  Company
£000 £000 2000 £000
3,992 1¢ 5,382 9
- 8,093 - 8.691
- - 40 -
1,458 1,382 547 50
304 220 198 176
5,754 9,705 6,167 8.926

Included in other debrors is an amount of £1,100,000 representing the cash consideration in

respect of the sale of GMBM Limited during the year.

Creditors

Amounts falling due within one year:
Loans

Bank overdrafts

Obligations under hire-purchase contracts
Trade creditars

Corporation tax

Orcher taxes and social security

Qrher creditors

Directots’ loans {note 23)

Accruals and deferred income

Amounts falling due after more than
one year:
Bank loans

Obligations under hire-purchase contracts

1997 1996
Group Company Group  Company
£000 £000 £000 £000
11 - 17 -
1,173 953 1,732 1,973
39 17 28 20
4,193 290 4,629 362
- - 116 5
486 285 266 85
264 145 411 1o
583 583 500 300
252 87 721 -
7,001 2,360 8,421) 3,057
75 - 77 -
10 - 16 -
85 - 93 -

Obligations under hire-purchase contracts are secured over the relevant assets,

Bank loans and overdrafts are secured by fixed and floating charges ever the Group's assets,




Osprey Communications ple

Notes to the Accounts

13 Creditors (continued)
Amounts falling die after more than one year are payable as follows:

Group 1997
Hire
Bank purchase
loans - creditors

1996
Hire
Bank  purchase
loans creditors

£000 . £000 £7000 £000
Berween one and two years 3 . 5 3 16
Between two and five years 11 5 11 -
-
QOver five years ! - 63 -
\ 75 10 77 16
&
Company £000 £000
Berween one and two years - 6
Between two and five years - 14
- 20

The bank loar is 2 commercial mortgage with a term of 25 years. Capital and interest

are repaid quarterly and interest is payable at a rate of 3% over base rate. The loan was

scheduled to expire in 2013 but has been repaid since the year end.

14 Deferred taxation Group
£000

Balanee at 1 Qctoher 1996 11
Utilised in year (11)

At 30 Seprember 1997 -

Provision for timing differences has been made as follows:

Aceelerated capital allowances -

Other short-term timing differences -

There is no unprovided deferred tax.

Provided

1996
£300

11
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15 Called up share capital

1997 1996
£000 £000
Authorised:
38,000,000 (1996 — 38,000,000)
Crdinary shares of 25p each 9,500 9,500
Allotred and fully paid:
29,344,898 (1996 - 28,830,613)
Ordinary shares of 25p cach 7,336 7.208

On 20 January 1997, 514,285 ardinary shares of 25p each were issued, ata premium of 10p,
as further consideration for the acquisition of Roger Maber & Associates Limited {now Osprey
RMA Limiced) and on 22 January 1998 a further 720,000 ordinary shares of 25p each were

issued in respect of this acquisition {scc note 11).

At 30 September 1997 the following options had been granted and were still ourstanding

under the company’s Discretionary Share Option Scheme:

Number of Exercise

shares price Dates noremally exercisable
6,546 77.9p 1991 to 1998
21,819 44.0p 1993 to 2000
20,000 34.5p 1996 to 2003
100,900 32.5p 1997 to 2004
65,224 27.0p 1998 to 2005
345,224 25.0p 1999 1o 2006
64,320 35.5p 2000 to 2007

During the year the mid-market price of the shares ranged from 17p to 35p. At 30 September
1997, the mid-matker price of the shares was 17p.

Options may only be exercised if, in any three financial periods of the Company. commencing
with the financial period in which the options are granted or any subsequent financial period,
the percentage growth in carnings per share exceeds the percentage increase in the

Retail Prices Index.

The terms of the service agreement with M Roger Maber, the Managing Director and vendor
of Qsprey RMA Limited ("RMA”), provide for the grant to Mt Maber of options to subsecribe
for shares in the company dependent upen the performance of RMA in cach of the three years
ending 30 Sepeember 1997; the oprion price w be not less chan the mid-market price of the
shares. The performance criteria defined in the service agreement were not achieved unil the
year ended 30 September 1997 and options valued ar £60,000 were granted to Mr Maber ata
price of 25p on 20 February 1998.
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16 Reserves

Share Profic and
premium  Acquisition Capical loss
Accaiunt reserve FesCrve account ‘

£000 £000 £000 £000 |
Group
Ralance at 1 October 1996 386 (6,562) - (1,943)
Goodwill written off on
acquisitions {note 17) - {199) - -
Capital Reserve written back en disposal
of subsidiary - (36) - -
Premium arising on issue of shares \ 52 - - -
Retained profit for the year ‘ - - - 577
Balance at 30 Seprember 1997 . 438 (6,797} - (1,366)
Company
Balance at 1 Qcrober 1996 544 - 111 (779
Retained profit for the year - - - 1,499
Premium asising on issue of shares 52 - - -
Balance ar 30 September 1997 596 - 111 720

17 Goodwill written off on acquisitions

Goodwill written off on acquisitions arises as follows:

£000
Addirional costs in connection with acquisition of the business
of The Direct Partnership Limited in the year ended
30 Scprember 1996 by a subsidiary 199
18  Reconciliation of movements in shareholders’ funds
1997 1996
Group Company Group  Company
£900 £000 £000 £000
Opening sharcholders’ funds (551) 7,444 {1,069) 6,426
Retained profit for the year 577 1,499 [ &
Shares issued 128 128 438 438
Shares to be issued {180) (180) 360 360
Goodwill written off on acquisitions (note 17) (199) - (1,102} -
Premium arising on issues of shares 52 52 212 212
Capital reserve wricten back on disposal (36) - - -

Closing shareholders” (deficit)/funds (209} . 8,943 (551) 7.444
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19  Analysis of cash flows for headings netted in cash flow statement 1997 1996
£000 £000
Reconciliation of operating (loss)/profit to net cash inflow/ (outflow)

from operating activities

Operating (loss)/profit (162) 957
Depreciation 314 311
Profit on sale of fixed assets (18) -
Decrease in work in progress 604 163
Decrease/ (increase) in debrors 573 (670)
Decrease in creditors (178) {1,155}
Ner cash inflow/ (ousflow) from operating activities 1,133 (394)
—_— e

Return on investments and servicing of finance

Net interest paid 217) (240)
Interest element of fisrance lease payments & {3)
Qrdinary dividends paid ro minority interese 7y (18)
Net cash outflow from return

on investments and servicing of finance _(96) (263)
Taxation

ACT recavered .25 -
ACT paid (18) (4
Total taxation 7 (4)
Capital expenditure and financial investments

Purchase of rangible fixed assets (295} (149
Disposal of tangibie fixed assets 83 19
Net cash outflow from capital expenditure and

financial investments (212) (130
Acquisitions and disposals

Purchase of subsidiary - {32)
Purchase of goadwill (199} {43)
Qverdraft disposed of with subsidiary 65 -

Net cash outflow from acquisitions and disposals (134) (77}
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20 Sale of subsidiary

£000
Fixed assers 43
Work in progress 5
Debrors 1,156
Bank overdrafe (63)
Creditors {1.024)
Finance leases (14)
Ner assets disposed of 101
Capital reserve (36)
Minority interest (20
Profit on disposal 11055

1,100
Satisfied by
Cash 1,100
Profit on disposal 1,055
Expenses of sale (150
Profic per profit and loss account 905

The cash consideration, received on 19 December 1997, is included in other debtors in note 12,
The business sold during the year contributed £208.000 to the group's net operating cash flows, and
concributed £9,000 in respect of net returis on investments and servicing of finance, paid £22,000

in respect of taxation and utilised £59.000 for capiral expenditure.

21 Analysis of net debt

Other non-

At 110,96 Cashflow Disposal ~ cash changes At 30.9.97

£000 L£000 £000 £000 £000

Owverdrafts . (1.732) 494 65 - {1,173}
Debt due after one year 7 z - - (73)
Debre due within one year (317) (77} - - (594)
Finance leases (44) 14 - (a9 {49
(638} {61 - (19) {718)

Total (2,370 433 63 {19) (1.891)
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22  Financial commitments and contingent liabilities

23

(a) Obligations under operating leases
At 30 Seprember 1997 the Group had commitments under operating leases to make
payments in the next year as follows:
[.and and
buildings Other
Operating leases which expire: £000 £000
Within one year 190 2
Berween one and two years 110 9
Berween two and five years 30 235
33D 32
(b) Capital expenditure
There was no capital expenditure commizted at 30 September 1997 or
30 September 1996,
(e} Guarantees
There exist berween the company and certain of its subsidiaries reciprocal guarantees
covering their overdraft facilities.
Related party transactions

Loans from the directors to the Group during the year were as follows:

] Rubins D P Murphy C R Smith

Loan to Osprey Communications ple: £ £ £
Balance ar 30 Seprember 1996 166,667 166.666 166.667
Loans advanced/(repaid)
4 June 1997 - (166.666) -
16 July 1997 - 230,004 -
4 September 1997 220,000 - -
16 Seprember 1997 (220,000 - -
Balance ac 30 Seprember 1997 166,667 250,000 166.667

The terms attaching o these loans were as follows:

(1)

2)

(3)

The loans outstanding at 30 September 1996 advanced by Mr Rubins, Mr Murphy and
Mr Smith arcract interest ac a rate of 2/29 abave the base rate of Midland Bank ple and
are repayable on demand.

The loan advanced by Mr Murphy on 4 June 1997 attracts interest at a rate of 54:%
above the hase rate of Midland Bank ple and is repayable on demand but no later than
16 April 1998.

The loan advanced by Mr Rubins on 4 September 1997 and repaid on 16 September
1997 attracted interest ar a rate of 2% above the base rate of Midland Bank ple.
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Osprey Communications plc 5 Year History

Five year performance history
1993 1994 1995 1996 1997
16 months
(as restated)
£°000 £000 £000 £7000 £000
Turnover 39,946 28,948 26,509 32,641 _31,914
Cast of sales (30.211Y (21,6400 (19,900) (23,569 (22,578}
Gross profic 9,735 7.308 6,609 9,072 . 9,336
Administrative expenses (10,025) (6,919) {8,273} (8,115) . {9,498)
Operating (loss)/ profir {290 389 {1,6686) 957 (162)
Net interest payable (462) (124) (170) (243) (224}
Exceptional items (4,329) ) - - 905
(Loss}Profit on ordinary .
activities before taxation (5,081) 192 (1,836) 712 519
Taxarion 172 140 - {78) 117
(Loss){Profit on ordinary
activities after taxation (4,909} 332 (1,836} 634 636
Minority interests - (26} (1) (24) (59)
{Loss) Profit for the peried (4,909) 306 {1.837) G10 577




- Notice of Meeting

NOTICE IS HEREBY GIVEN that the seventeenth Annual General Meeting of Osprey
Communications ple will be held at Ospeey House, 10 Litde Poreland Streer, London WIN 61X,
on Thursday 16 April 1998 at 10am, for che following purposes:

Ordinary Business
1. To receive the Dircctors’ Report and Accounts for the financial year ended
30 September 1997,
2. To re-clect Mr D P Murphy as a direetor of the company.
3. To re-elect Mr R A Hammond-Chambers as a director of the company.
4. To re-appoint Deloitte & Touche as auditors and ro authorise the directors to fix rheir

remuneration.

Special Business
To consider and, if thought fit, to pass the following Resolution:

Special Resolution

5. THAT the ditectors be and are hereby empowered for the period commencing en the date of
the passing of this Resolution and expiting on whichever is the earlier of fifteen months from
the passing of this Resolutian er the date of the next Annual General Meeting to allor equity
sccurities (as defined in Section 94{2} of the Companies Act 1985) of the company as if
Scetion 89(1) of the Act did not apply to any such allormenc. Provided that this power shall
be fimited to allotments of equity securities of an aggregate nominal ameunt not exceeding
£375.811 save that the company may before the expiry of the power hereby conferred make
an offer or agreement which would or might require equity securities to be allotred after such
expiry and the directars may allot equity securitics in pursuance of such offer or agreement as

if the power hereby conferred had noc expired.

On behalf of the Beard
P F Ranford FCA
Company Secretary
Osprey House

10 Little Portland Street
London W1IN 61X

12 March 1998

Notes:

(1) Resolution 5 autherises the dircerors ta allot ordinary shares for cash up to an amount not
exceeding 5% of the issued ordinary share capial without first being required to offer such
shares to existing shareholders. The directors have no present inrention of allotting shares

. . . , .
other than in relation to options under the company’s share option scheme,

(2) A member entitled to atrend and vote at the Meeting may appeint a proxy (who need not
also be 2 member of the company) to attend and vote in bisher place. A form of proxy s
enclosed and proxies must be lodged with the Company Sccretary at Osprey House,

10 Little Portland Sereer, Landen W1N 61X not later than 48 hours before the time

appointed for the Meeting. The rerurn of a proxy card will not preciude a member from

arrending and voting at the Meeting.




