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providers of services

to the corporate,
entertainment, sport and

broadcast events markets

Core services
» specialist video, display, sound and graphics services
» full service audio visual staging services

+ indoor and outdoor screen display services

* broadcast equipment hire

Complete Communications (49% Associate)

* owner of worldwide rights to “Who Wants To Be
A Millionaire?”

» programme format and merchandising licensing

» television and film production







Financial highlights

2003 2002
£000 £1000
Group turnover 60,135 65,170
Adjusted Group and share of associates’ operating profic* (see note ) 1,330 7,258
Adjusted profit before taxation* (see note 2) 933 6,315
Net cash flow before capital expenditure 13,006 16,376
—E-e;n—irgs—@re interést, taxa.tion, derE;iation aﬁgggﬁisation
on continuing core activities (see note 2) 10,057 10,118
pence pence
Adjusted earnings per share*t 85p 229

Dividends per share 5.0p 13.0p







Chairman’s statement

As the founder of Avesco it is with pleasure that | again write to you as Chairman, since my reappointment
on 6 September 2002.

The centinuation of the difficult trading conditions experienced by most of our businesses completely
endorses our decision, taken nearly two years ago at a very early stage of the downturn, to focus vpon
cash generation. As a result, the Group has been repositioned not only to withstand the current hostile

environment but also to take full advantage of any improvement in the markets in which we operate,

To underline my commitment to the Group and my confidence in its prospects, | increased my shareholding
from 6.3% t0 19.1% during the past year.

Group turnaver for the year 1o 31 March 2003 was £60.1 million, a 7.7% decline compared 1o the previous
year, reflecting the sale in August 2002 of Fountain Studios. Bxcduding the discontinued operations of
Fountain Studios and Creative Technology Outside Broadcast, which was sold in June 2003, continuing

operations’ turnover actually increased by 1.7% to £56.1 million {2002: £55.2 million).

Group operating profit including discontinued operations and before goodwill amortisation was £1.3

million {2002: £7.3 million). Group operating profit for continuing operations and before goodwill
amortisation was £2.4 million (2002: £6.3 millicn).

The net interest cost for the year was £0.4 million (2002: £0.9 million). A profit was made on the disposal
of Fountain Studios of £1.1 million. The Group made & loss before taxation of £2.2 million (2002: £1.5

millton} after goedwill amortisation of £5.1 million {2002: £5.1 million).

The Group continued 1o be cash generative and net debt was reduced by £8.8 million to £10.3 millicn at
31 March 2003 (2002: £19.1 million).

Basic and diluted losses per share were 23.0 pence (2002 earnings per share of 0.1 pence). Adjusted
earnings per share in respect of continuing operations and after adjusting for goodwill amortisation and

non-operating exceptional items, calculated at a notional 30% tax rate were 8.5 pence {2002: 22.9 pence).

As indicated at the interim stage, the Board is recommending a reduction in the final dividend to 3 pence

per share {2002: 8 pence per share}), making a total dividend for the year of 5 pence per share {2002: 13
pence per share),

Core Services

The Group’s Core Services suffered from weaker demand in all their markets as a result of the difficult
econemic climate. These poor trading conditions were compounded, particularly in the final quarter, by the

uncertainty created in the build-up to the Irag war. Customers were reluctant to commit to events but also
reduced their budgets for the events that did take place.

Despite the market conditions, the Group’s continuing operations still increased their tevel of turnover
compared to last year and, as a result, our businesses increased their market shares. However, competition

for available business was intense with the consequent pressure on prices and margins.




Chairman’s statement continued

The Group implemented further capital expenditure and operating cost reductions. We have reduced our

staff numbers to 423 people at the year end compared to 508 people in April 2002.

Complete Communications Corporation Limited ("Complete™}

Our 49% assaciate, Complete, made a contribution to Greup profits of £2.7 million (2002: £7.1 millicn),
in line with expectations for the year.

“Who Wants To Be A Millicnaire?” is undoubtedly one of the world's most successful television formats,
and Complete’s development of the brand has become a template within the industry. Complete believes

that the brand has longevity and that strong revenues worldwide will continue for some years,

A milestone in the year was the release of its first feature film “Dirty Pretty Things”, in December 2002, to

great critical acclaim. The film was profitable for Complete.

Disposals

During the year Avesco disposed of Fountain Studios, the broadcast television studio service business. We
received proceeds of £7.0 million, comprising £5.5 million in cash and the balance in shares of Medal

Entertainment and Media plc {"Medal”), the purchaser, befcre a net current asset adjustment of £0.1
million and before costs.

For the financial year to 31 March 2003, the Groun has treated Medal as an investment. However, we now
believe that shareholders’ interests in the potential creation of longer term value will be best achieved by
retaining our substantial shareholding in Medal. Your Board has become more actively involved with the
affairs of Medal, of which | am & director, and therefore Avesco will treat Medal as an associate company

in its accounts with effect from April 2003, Medal, of which Avesco now owns 23.7%, made a profit before
taxation of £605,000 in the year to 31 March 2003.

Since the year end, the Group has disposed of the business and assets of Creative Technology Outside
Broadcast timited.

Group Board

John Morton resigned during the year to concentrate on his other commitments and the Board thanks him

for his contribution to the Group during his nine years with Avesco as a non-executive director and latterly
as Chairman.

| am pleased to welcome lan Martin, who joined the Board as 2 non-executive director in September 2002.
lan is the chief executive of Transport Systems plc, an AlM listed company, and a non-executive director of
Chelverton Asset Management Limited. Previously lan spent ten years at The Brockbank Group plc, where

his respensibilities included the management and eventuat sale of Admiral Insurance Services, the direct
motor insurer.




Employees

Our employees have continued to bear the brunt of the difficult trading conditions. They have responded
superbly, continuing to deliver a high quality of service to our custemers and it is through their efforts that

we have been able to improve our market position. 1 should like to thank them for their continuing
commitrnent during the past year,

Prospects — Core Services

After such a chalienging period, it is pleasing to report that we are seeing seme signs of improvement in
our markets. Customers are generally talking more positively about the second half and, with the

conclusion of the trag war, are anticipating a more seftled environment as we move into the autumn.

Currently, trading in our UK and European businesses remains difficult but the North American business

is performing strongly due to both a more positive environment and the strengthening of the
management team.

Prospects — Complete

We anticipate revenues from Complete in 2003/4 remaining strong althcugh predicting future income
streams does remain difficult. We are looking to the reduction in income from "Who Wanis Jo Be A

Millionaire?” being partly offset by income frem new formats developed both internally and by external
SQUICes.

Complete remains one of the most successful UK production companies with three shows shortly to be
shown on terrestrial television, and many other new programmes in development. They also represent

internationally a number of high quality, externally created formats on behalf of other major independent
UK production companies.

It is part of Complete’s strategy to expand into radio broadcasting and as such an application has been

submitted for the FM licence in the West Midlands, a decision on which wilt be rade in Septermber 2003.

Prospects — Conclusion

We believe that the strong management exerted on our Core Services businesses leaves them well placed
to benefit, when economic conditions improve, from their stronger market position and substantially
reduced cost base. Avesco’s strong cash generation, relatively low level of debt and the diversity derived

fram shareholdings in our assoclates, Camplete and Medal, give me confidence for the future, as we
continue our development of the Group.

Richard Murray
Chairman

24 June 2003
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Chief Executive's review of operations

Qur businesses provide services to the corporate, entertainment, sport and broadcast events markets.
These markets are highly sensitive to both the level of economic activity and business confidence and,

consequently, the stagnation of the European and North American economies and the high level of

uncertainty globally made for a challenging year.

Many of the events are international and therefore rely on the willingness of attendees to travel, whilst
local and naticnal events have been cut back due to the lack of business confidence. As a result, the
sectors in which the Group operates have been especially hard hit and with the dedine in business
volurmes, prices and margins have been under extreme pressure with less financdally secure

competitors pricing for cash in their desperation to survive,

Throughout the year we continued to rnanage our operations tightly, with sales, cost control and cash

management continuing to receive our constant focus.

Our sales activities have been relatively successful in that we have taken more of the available business
in all our operaticns. Our turncver in continuing activities actually increased by 2% year on year, a real

tribute to the considerable sales efforts from our management and sales teams.

We reduced our headcount during the year by a further 85 pecple, representing 17% of staff
employed at 1 April 2002, of which 44 were accounted for by the sale of Fountain Studios. This
followed the 22% reduction in staff numbers in the 2001/2 year, as we seek to balance our staff
numbers against revenue and to improve our efficiency. Other expenditure was kept under tight
control and also capital expenditure was reduced for the second successive year. Nevertheless, we
have used our relative financial strength to take advantage of attractive payback opportunities on

equipment enabling us to maintain our market competitiveness.

Our net debt was reduced to £10.3 million at the year end (2002: £19.1 million). Cash generated from
the Group’s operating activities comributed £3.7 mithion to this reduction in debt, with a further £5.1

million cash net of costs arising from the disposal of Fountain Studios and £1.5 millian from dividends

received from our associate, Complete.

We intend to reduce further our cost base and improve our operational efficiencies by consolidating
our Corporate Presentation businesses, Creative Technology, Screenco and MCL London, onto one

site, together with Group senior management. We are well advanced in the negotiation to lease new

premises and to dispose of our existing sites,

Vodafone Stand at CeBIT
2003 in Hanover




Top Right: Commonwealth
Games 2002, Manchester

Top Left: Disney Playhouse
Tour for Disney Corporation

Corporate Presentations Services

Creative Technology London, in a very tough market, continued to provide its services at the major
furopean motorshows (o Ford, Jaguar, Mazda and Land Rover {produced by Imagination), and also to
Toyota Lexus at the Paris show. Other events for which Creative Technolegy provided its services
included the Conservative Party Conference and AGM (produced by CCOCL), the Microsoft Orange
Handset Launch (produced by Park Avenue) and the seven week long Disney Playhouse Tour for the
Disney Corporation. CT Exhibitions at the NEC supplied many exhibitions during the year, including
IPEX {International Primting Exhibition) and interbuild.

Dimension, our specialist audio business, supplied its services alongside other Group companies at
many events, including the Manchester Commonwealth Games. Dimension also worked for the first
timea at the major Eurcpean matorshaws far Ford (produced by Imagination} as well as at other events
such as the IBM Multishow {produced by Project Worldwide).

Screenco performed relatively well in the year, providing its screen services o many major events
including the Queen’s Golden lubilee (produced by Unusual Services), the Manchester
Coemmonwealth Games and Picnic in the Park (for Clear Channel). Screenco was particularly successful

with tefevision shows including “Sports Personality of the Year” (BBC} and “Ant and Dec” (EWT).




Chief Executive's review of operations/core services

MCL, which provides its services naticnwide, performed very creditably with particularly goed results
coming from its Birmingham and Edinburgh operaticns. Events supplied induded the Scottish Labour

Party Conference (produced by Speakeasy Productions), the intelligent Finance UK Tour, the
Manufacturers Sumnmit 2002 and the Royal Mail Road Show.

Action, based in Monaco and Cannes, had an excellent year despite intense competition. Action
provided its services to customers of the leading international exhibitions MIF, MIPCOM and MIDEM,

as well as for other events such as the G5M Awards (produced by 18C) and the Championnat de
France d'Athletise (produced by Cbjeatif Sud).

WVR in Holland further improved its local market position with a good performance. JVR provided its
services to Endemol for several television shows, the TMF Awards 2002 {produced by Sightling) and

10 EMC2 for a number of product launches in different Eurepean cities.

CT Germany was launched successfully in January 2003 and has already covered many events,
including supplying Saab AR for their stands at the Detroit, Amsterdam and Geneva motershows and

Severich and Partners/Vodafone at the CeRIT exhibition in Hanover.

Top left: Ford Stand at Paris
Motorshow 2002 for
Imagination

Top right: Scottish National
Party Election Campaign Launch
at Loch Lomond Shores

Bottom left: TV Programme
“Idals” far Holland Media
House/Holand Media Group




Abave top: Electronic Arts
Stand, E3 2003, Los Angeles
Convention Center,

July 2003 for Tekamaki

Above bottom: Toyota Stand
at the Detroit Auto Show
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CT Los Angeles and CT San Francisco impraved their performance
with reduced losses, especially in the second half year They
supplied their services to many major events including the Sony
Playstation booth at the E3 exhibition (produced by Shout
Creative), the IBM eBU's in Barcelona, Orlando and Shanghai and
Bank of America’s Annual Fall Conference in San Francisco. The
television market in Los Angeles is a key sector and we were

successful in providing services 1o events such as the 75th
Academy Awards "Qscars” and the Emmy Awards Show (hoth produced by Seligman Entertainment),

the Golden Globes Award Show {produced by NBC/Access Hollywood) and “America’s Search for the
Mast Talented Kid” television show (NBC Productions).

CT Chicago had an excelient year, with a strong profit performance in a tough market. CT Chicago

provided services for a wide range of events incuding Toyota/lexus press events {produced by




Chief Executive’s review of operations/core services
p

George P. Johnson) at the Detroit Auto Show, Takeda Pharmaceutical’s Annual Business Meeting in
Orfando {(produced by Jack Morton Worldwide), Hewlett Packard’s Analyst Meeting (produced by
Kaleidoscope) and Burger King’s Marketing Brand Tour {produced by Novasphere).

Broadcast Services

Presteigne Broadcast Hire had an excellent first half, despite the underlying poor market conditions,
as it covered some major events including the Commonwealth Games, the Queen Mother's Funeral

and the Golden Jubilee. Despite a more difficult second half, Presteigne continued to build its

customer base, adding a number of new customers.

CT Outside Broadcast had a tough year in a highly competitive market. Since the year end, we have

sold CT Outside Broadcast to complete our planned exit from the television facilities market, having
sold Fountain Studios during the year.

Top left: Freeserve
Conference on behalf of
Logistik

Top right: KPMG's Financial
Reporting Seminar at Elland
Road, Leeds

Bottom left: Presteigne’s

equipment in action at a
Formula 1 Grand Prix

T




Chief Executive’s review of operations/Complete Communications

Above: Celador Films first

feature presentation "Dirty Revenues from “Who Wants To Be A Millionaire?” were in
Pretty Things” starring

Complete Communications Corporation Limited {“Complete”)

. . . i it
Audrey Tautou and line with expectations and Complete continues to exploi
Chiwetel Ejiofor imaginative ways of generating further revenues from the
format through promotional activity and new media

Right: Celador's “Who licat A t oth ‘ duced duri
Wants To Be A Millionaire?” applications. Amongst other programming produced during
the year were the second series of “All About Me”, to be
broadcast by the BBC from September 2003, and a further

series of the BBC’s National Lottery Show "Winning Lines™.

The company’s strategy to represent high quality, externally created formats is coming to fruition. A

number of transactions have been confirmed and discussions are at an advanced stage with several
other parties.
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Celador Productions sitcom
"All About Me” starring
Nina Wadia and Jasper
Carrott

In Decernber 2002 Complete’s subsidiary, Celador Films, released its first film, “Dirty Pretty Things”,
which received critical acclaim, winning awards as well as being nominated in two categories at the

2003 BAFTA Awards. Celador Films' second film is scheduled to start production in September 2003,

Complete also wishes to expand its radio interests and has submitted an application to the Radio

Authority for an FM licence in the West Midlands. This is a highly contested regional licence which will
be awarded in September.

David Nicholson
Chief Executive '

24 June 20G3




Analysis of results
For the year ended 31 March 2003

2003 2002
£'000 £0C0
Turnover
Continuing operations 56,122 55,181
Discontinued operations 4,013 9,989
Group turnover 60,135 65,170
Earnings before interest, taxation, depreciation and amortisation on
continuing core activities (EBITDA’ see note 2} 10,057 10,118
Operating (loss)/profit
Continuing operations — trading 1,036 785
Complete 2,687 7,093
3,723 7,878
Central costs {1,257} {1,270)
Discontinued operations — trading (618) 290
Restructuring and reorganisation costs in continuing operations (105) {340)
Discontinued operations — impairment of tangible fixed assets {413) —
(1,136) 650
Group operating profit before goodwill amortisation 1,330 7,258
Net interest payable (397) (943}
Profit on disposal of Fountain Television Uimited 1,061 —
Other profits on disposals and exceptional items — 346
Profit before taxation and goodwill amortisation 1,994 6,661
Goodwill amortisation {5,146) (5.118)
Net (lossyprofit before taxation (3,152) 1,545

Continuing and discontinued operations refer 1o Core Services only.




Financial review

Results for the year

The results for this year have again been analysed between ‘Core Setvices” and Avesco’s share of the

results of its 49% associate, Complete Communications Corporation Limited {"Complete’).

Core Services

Group turnover, at £60.1 million, decreased by 7.7% (2002: £65.2 million), notably as a result of the

sale of Fountain Television which was scld in August. Turnover from continuing operations at £56.1

miflion incregsed by 1.7% {2002: £55.2 million}.

Core Services’ continuing cperations had a trading profit of £1.04 million {2002: £0.8 millicn), before
central costs of £1.26 million (2002: £1.3 million} and recrganisation expenses of £0.11 million (2002:

£0.3 million), making an operating loss before goodwill amortisation of £0.33 million (2002: loss of
£0.8 mitlion).

The total depreciation charge fell to £11.3 million (2002: £12.2 million}, reflecting the disposal of the
Fountain Television business and lower capital expenditures in recent years. Depreciation on continuing
operations tell to £10.4 million (2002 £16.9 million). The overall depreciation charge represented 34% of
the average net book value of the tangible fixed assets {or 44% on hire stock), reflecting the continuing

prudent estimation of asset lives, compared to 32% in the previous year (or 42% on hire stock).

Earnings before interest, tax, depreciation and amortisation ("EBITDA") from the Core Services

continuing operations, were £10,06 million {2002: £10.12 million).

The discontinued operations lost £1.0 million in the year (2002 profit before goodwill amortisation of
£1.0 million), of which £0.4 million was an impairment charge resulting from a review of the carrying
value of the fixed assets in the CT Outside Broadcast business, sold in June 2003. Further losses on

disposal of this business of approximately £0.2 million will be reflected in the results to 31 March 2004
{se@ note 33).

The difficult trading conditions encountered in the period resulted in reorganisation expenses of
£105,000 {(2002: £340,000) due to redundancies made across the Group. At its peak in the year to

31 March 2002, the Group employed 851 people, whereas at the end of March 2003, 423 people
were emplayed.

Complete

Complete's turnover fall by 31%, Avesco’s share being £21.0 million (2002: £30.3 million). Complete
contributed £2.7 million to operating profit (2002: £7.1 million).

Avesco Group

The net interest charge fell to £0.4 million (2002: £0.9 million), with the net interest expense in Core
Services being markedly reduced to £0.6 million (2002: £1.3 miliion). Avesco's share of interest income
from Complete fell to £0.2 million (20021 £0.4 millicn). The lower net interest expense in Core Services

resulted from, in the main, significantly reduced debt levels as well as lower interest rates. As explained
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Financial review continued

in note 29 to the financial statements, it is the Group's policy to keep the majerity of its net debst on
floating interest rates.

There was one non-operating exceptional itern in the period, being the profit on disposal of Fountain
Television of £1.1 million.

After goodwill amortisation and exceptional itetns the Group recorded a loss before taxation of £3.2
millien, compared to the prior year profit of £1.5 million,

Taxation

The taxation charge for the year was £0.6 million (2002: £1.53 millien) comprising a £0.3 million credit
(2002: £1.04 miliion credit) in respect of Core Services and a £0.9 million charge {2002: £2.57 million
charge) in respect of Complete. The losses being made in the Core Services business are not available

for relief against the profits being made in Complete.

The Core Services results include a large non-tax deductible goodwill amortisation charge which
influences the apparent tax rate, The Group has significant potential deferred tax assets which may
reduce tax charges in future years. However, none of these potential assets, which together total £6.7

million, have been recognised in the financial statements reflecting uncertainties concerning the extent
and timing of recoverability.

Cash flow

The Group's operations remained cash generative with cash flow from operating activities of £11.5

million (2002: £9.3 million). £1.5 million (2002: £9.4 million} of dividends were received from
Complete.

After interest and taxation, the Group generated £13.2 million (2002: £16.4 million) of cash hefore
net capital expenditures of £7.8 million (2002: £9.2 million). Net capital expenditures are stated after

£3.8 million {2002: £1.8 million) of proceeds from the sale of assets.

The Greup generated £5.7 million net cash from the disposal of Fountain Television compared to £1.0

million raised from disposals in the prior year.

The Group’s debt was also reduced in steriing terms by movements in exchange rates, principally the

fall in the value of the US dollar, which reduced the translated value of foreign currency borrowings by
£0.4 million.

Borrowings

At 31 March 2003, the Group had net debt of £10.3 million {2002 £19.1 million), of which £6.9
millien (2002; £9.2 million) was in respect of hire purchase obligations and £3.0 million (2002: £9.4
milliond was in respect of bank loans. Of net debt, £5.1 million or 50% {2002: £11.4 million or 60%)




was payable in over one year. Gearing, calculated as net debt expressed as a percentage of
shareholders’ funds, was 3d% (2002 54%).

In Aprit 2003, the Group entered into new secured banking facilities with a three-year revolving loan

facility of £4 million and & £4 million cverdraft facility being agreed with the Group’s bankers.

The Group has borrowings in US doilars and in Eurcs to fund the operations of its overseas subsidiaries.

At 31 March 2003, 13% of the Group’s net debt of £10.3 million was in US dollars and 6% was
in Euros.

AL 31 March 2003, 94% (2002: 89%) of the Groups financal habilities carried interest at a

vanable rate.

David Brocksom /)
Finance Director

24 June 2003
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Board of Directors

Richard Alan Murray ™
Chairman

aged 53, founded the Company in 1984, He is chairman of Charlton Athletic plc and a

non-executive director of Welsh Industrial Investment Trust plc and Medal Entertainment &
Media plc.

David John Nicholson ™
Chief Executive

aged 52, joined the Group and the Board in 1995, having previously held senior management
positions at Rentokil Group pic and Aspen Communications ple.

David Graham Brocksom FCA
Finance Director
aged 42, joined the Group and the Board in 1998, having previously been group finance

director at Tele Cine Cell Group plc and Westport Group pic. He qualified as an accountant
with Price Waterhouse.

Graham Peter Andrews
Chief Executive, Creative Technology Group

aged 44, jeined the Group in 1986, was appointed to the Board in 1994 and has 27 years of
experience in the live events industry,

David Andrew Crump
Business Development Director

aged 41, joined the Group in 1985, was appeinted to the Board in 1995 and has 23 years’
experience in the live events industry.

Nicholas Simon Conn LLB
Company Secretary

aged 46, jcined the Company in 1988, was appointed to the Board in 1993, and was
previously & partner in the Company's then solicitors.

lan Paul Martin ®ar
Senior Independent Non-executive Director

aged 42, joined the Board in 2002, He is Chief Executive of Transport Systems pic and a non-
executive direcior of Chelverton Asset Management Limited.

Alfred Patrick Stirling FCA mar
Non-executive Director

aged &7, was appointed to the Board in 1984, He is Chairman and Managing Director of
Gresham House plc and of Welsh Industrial Investment Trust ple,

Cameron Anderson Maxwell FCA ®

Non-executive Director

aged 60, joined the Board in 1985 and was Finance Directer untii 1998. He is a member of
the Council of the Institute of Chartered Accountants in England and Wales.

N — Member of Noemination Committee
A — Member of Audit Committee

R — Member of Remuneration Commities

Company Secretary and
Registered Office

Nichalas Simon Conn, LB
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E-mail:  mail@avesco.co.uk
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Auditors

KPMG Audit Plc

1 Forest Gate, Brighton Road,
Crawley, West Sussex, RH11 oPT

Stockbrokers and Financial Advisers
Investec Investment Banking

2 Gresham Street,

London, EC2V 70P

Solicitors

Narton Rose

Kempson House, Camomile Street
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Directors’ report

The directors have pleasure in presenting their report and the
financial staternents for the year ended 31 March 2003,

Principal activities, review of the business and future
developments

The Group's princpal activity during the year was the provision
of spedialist services to the corporate, presentation,
entertainment and broadcast markets. In addition, the Group
has benefited substantially from its 49% interest in Complete
Communications Corporation Limited {'Complete’). The
Chairman’s statement on pages 3 to 5, the Chief Fxecutive’s
review of cperations on pages 6 to 13 and financial review on
pages 15 to 17 give further information regarding the
performance and prospects of the business.

Dividends

The directors recommend payment of a final dividend for the
year ended 31 March 2003 of 3.0 pence per ordinary share to
be paid on 1 Cctober 2003 to shareholders on the Register on
12 September 2003, making a total dividend for the year of 5.0
pence per ordinary share (2002: 13.0 pence). An interim
dividend of 2.0 pence per ordinary share was declared during
the year. Excluding goodwill amortisation, the dividends are
covered 1.7 times (2002: 2.4 times) by earnings.

Shares

During the year, nc shares were issued and the Company did not
exercise the authority, given at the Annual General Meeting of
the Company held in 2002, to purchase its own shares. The
existing authority for the Company te make purchases of its own
shares is due to expire on 5 September 2003, the date of the
forthcoming Annual General Meeting, when a resolution for its
renewal will be proposed to shareholders.

Directars

Details of the current directors are given on page 18. Mr
Murray's full surname is Mutray-Obodynski but he is referred to

in the annual report by the name under which he is generally
known in the industry.

wlian Kossick, Managing Director of Fountain Television,
resigned from the Board on completion of the disposal of that
business on 30 August 2002, John Morton, the then Chairman,
resigned from the Board on 6 September 2002 and was replaced
as Chairman by Richard Murray, who was previously Deputy
Chairman. lan Martin was appointed to the Board as a non-
executive ditector on 16 September 2002.

Substantial interests

At 20 June 2003, the Company had been notified of the
following holdings of 3% or more in accordance with sections
198 to 208 of the Companies Act 1985;

Percentage

of allotted

Ordinary ordinary

Shareholder shares shares

RA Murray 3,116,074 12.09%

Prudential plc 2,442 618 1497%

The Fleming Mercantile

Investment Trust PLC 1,500,000 9.19%
Complete Communications

Cornoration Limited 850,000 5.21%

The holding of Prudential plc includes the shareholding of M&G
Investment Fund (3) of 1,832,665 ordinary shares, representing
11.23% of the aliotted ordinary shares.

Going concern

The directors believe, after making appropriate enguiries, that
the Group has adequate rescurces to continue in operation for
the foreseeable future. For this reason they continue to adopt
the going concern basis in preparing the financial statements,

Post-balance sheet events

On 16 June 2003, the business, goodwill and fixed assets of
Creative Technology Qutside Broadcast Limited, the Group’s only
outside broadcast television business and last remaining
television facilities business, were disposed of to NMT Outside
Broadcast (UK) Limited for a consideration of between £1.0
million and £1.4 million depending on certain tevels of business
in the three years from completion. Further details are contained
in note 33 o the financial staternents.

As described in note 16 to the financat statements, the Group
will treat the investment in Medal Entertainment & Media plc as
an asscciate undertaking from April 2003.

Payment policy to suppliers

The Group does not follow a published code on payment
practice but has standard terms and conditions of purchase
based on which it agrees terms and conditions for its business
transactions with suppliers. It is our policy that, subject to the

terms and conditions being met by the supplier, payment is
made on those terms,

The Company's outstanding trade creditors at 31 March 2003,
calculated in accordance with the Companies Act, represented
70 days’ purchases (2002: 82 days). The Group’s cutstanding
frade creditors at 31 March 2003, calculated on the same basis,
represented 56 days' purchases (2002: 21 days}.

Employee involvement

The Group values the involvement of its employees at all levels.
Many employees have share options, receive the Annual Report
and Accounts and are kept closely in touch with the sales and
financial position of the Group. it is the policy of the Group not
to discriminate between employees on any grounds. Full and fair
consideration is given to applications by disabled persons, having
regard to their particular aptitudes and abilities, for employment
by the Group. Should an employee become disabled, every
effort is made to ensure continuity of employment and, where
appropriate, to provide training and career development.

Environmental

Although the Group does not have a formal erwironmental
policy, the Group does recognise the importance of
environmentat responsibility. The Group believes that its activities
have a low impact on the environment.

Political and charitable contributions

No contributions for charitable or political purposes were made
during the year by the Group.

Annual General Meeting
Notice of the Annual General Meeting, together with
expla togyfoges, is set out on pages 53 to 55.

By or

Nicholas Conn
Company Secretary
24 lune 2003
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Directors’ remuneration report

This report has been prepared in cornpliance with the Directors’
Remuneration Report Regulations 2002 and will be put to
sharehoiders for approval at the Annual General Mesiing.

Unaudited information

Remuneration Committee

The remuneration committee consists entirely of non-executive
Directors. At the beginning of the year the remuneration
committee comprised Mr Merton and Mr Stirling. Mr Morton
ceased to hold office on 6 September 2002 and Mr Martin was
appeinted to the remuneration committee on 16 September
2002. The remuneration committee has not sought professional
advice from external consultants during the year. However, the
remuneration committee consults with the Chairman and the
Chief Executive, as it considers appropriate, in relation to its
propesals relating to the remuneration of the executive directors.

Remuneration Policy

The remuneration committee makes recommendations to the
Board on executive remuneration policy and on behalf of the
Board determines specific remuneration packages for each of
the executive directors. The aim of the remuneration committee
is 1o provide total remuneration packages which attract, retain
and motivate executive directors of the appropriate calibre. The
remuneration policy is to reward excellent performance, to be
commercially competitive and to align the interests of employees
with those of shareholders to create value.

This report sets out the Companys policy on execytive
rernuneration. Althcugh the remuneration commitiee is able to
state the policy for the year ending 31 March 2004 with
reasonable certainty, it is Unable 1o confirm that the policy will
continue without amendment in subsequent years. Itis considered
that a successful policy should retain sufficient flexibility to allow
account to be taken of future changes in the business
environment and remuneration practice. The policy should also
allow for any special arrangements which may be necessary in the
future in order to recruit a director of sufficient calibre. However,
any changes in the policy for future years will be desaribed in
future reports, which will be subject to shareholder approval.

The principal elements of the remuneration package are as
follows:

Basic salary and benefits

The salary of each executive director is reviewed annually having
regard to his individual responsibilities and contribution and to
ensure that it is competitive with salaries of persons in equivalent
positions in comparable companies. All executive directors receive
a Company car and fuel benefit {or an allowance in lieu) and are
entitled to pension contributions, medical insurance cover, life
assurance cover and permanent health insurance cover.

Annual bonus

Fach of the executive directors is entitled to an annual bonus
dependent upon the achievement of short-term corperate and
personal performance targets approved by the Remuneration
Committee. The annual bonus may not exceed 100% of basic
salary. Corporate performance is measured by reference 1o the
increase in an adjusted earnings per share over a 12 month
period and, where applicable, to the performance against
budget of the businesses for which the director concerned has
specific responsibility.
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Long-term incentives

The Company operates two executive share option schemes
established in 1994 and 1997, respectively. Qntions granted
under the 1994 scheme, which is an Inland Revenue approved
scheme, are exercisable only if, over a three year period, the
increase in the Company's share price exceeds the increase in the
Retail Prices index over the same three year pericd. Options
under the 1997 scheme, which is not an Inland Revenue
approved scheme, are exercisable only if, cver a three year
period, the growth in the Group’s adjusted earnings per share
exceeds the increase in the Retait Prices Index over the same
three year period plus six per cent,

Options are exercisable under the 1994 scheme between three
and ten years after the date of grant and under the 1997 scheme
between three and seven years after the date of grant. Options
are granted at the market price of the Cempany’s shares at the
time of grant. The total value of options, calculated by reference
to the relevant option exercise price, outstanding at any time
together with those exercised or surrendered in the previous 10
years will not exceed four times the salary of the option holder.

Pensions

Pansion contributions relating to the executive directors of the
Company {other than Mr Murray} are paid to defined
contribution arrangements and are calculated by reference ta
basic salary only, Annual bonuses and other benefits are not
pensionable. The fees payable to Mr Murray include an amount
to enable him te make his own pension provision arrangements.

Contracts

The dates of the contracts of the executive directors are as
follows:

Executive directors Date
RA Murray 14.06.1956
D} Nicholson 31.03.1995
GP Andrews 18.11.18894
DG Brocksom 15.10.1998
NS Conn 18.11.1984
DA Crump 21.10.1926

Except as noted below, the service contracts of the executive
directors are subject to a rolling twelve month notice period. It is
the policy of the remuneration committee that the Company
should not enter into contracts for any executive director with
rolling notice periods exceeding one year,

The contracts of the executive directors provide that, in the event
of their termination in certain circumstances in the 24 months
{faliowing a change of control of the Company, the directar shatl
be entitled to a severance payment not exceeding the sum of 24
months' emoluments less emoluments received since the change
of control. The remuneration committee consider such a

provision appropriate in order o retain the services of key
executives.

Non-executive directors

The remuneration of the non-executive directors is subject 1o a
maximum aggregate limit agreed by the sharehclders and set
out in the articles of association. Within this limit, the
remuneration of the non-executive directors is determined by
the Board as a whole although no non executive Director is
present when his own fees are under discussien. The non-
executive directors do not participate in the share option

schemes and do not receive any pension contributions or other
benefits.




Mr Martin has a service contract with the Company, which is
dated 16 September 2002 and is capable of termination on not
less than three months’ notice expiring nct earlier than
16 Septernber 2003, Mr Maxwell and Mr Stirling do not have
written service contracts with the Company and are not
engaged for any defined term.

Share Price Performance Graph

The share price graph below compares the share price of the
Company with the FTSE Media and Entertainment Index on a
total shareholder return basis over the five years ended 31 March
2003, The £TSE Media and Entertainment Index has been chosen

for the purposes of comparison as the Company is listed under
this sectar.

Audited information
Directors’ emoluments
The amoluments of the directors of the Company were:

Fees/ 2003 2002 2003 2002 2003 2002
Salary Bonus Benefits  Subtotal Subtotal  Pension Pension Total Total
£'000 £7000 £000 £000 £000 £'000 £'000 £000 £'000
Executive directors
RA Murray™ 108 — —_ 108 108 — — 108 108
DJ Nicholson 156 -— 25 181 175 19 19 200 194
GP Andrews 133 — 22 155 150 13 13 168 163
DG Brocksom M7 — 9 126 126 12 12 138 138
NS Conn 83 — 10 93 92 8 g 101 100
DA Crump 133 — 13 146 142 13 13 159 155
15 Kossickt 44 78 <] 128 117 4 IR 132 128
Mon-executive directors
P Martint 8 —_ —_ 8 — —_ — 8 —
CA Maxwell™ 15 — —_ 15 15 — — 15 15
Al Mortont 23 — — 23 25 — - 23 25
AP Stirling* 13 — —_ 13 13 — — 13 13
Total 833 78 a5 996 963 69 76 1,065 1,039

*  The fees and salaries of those directors marked with an asterisk were paid to companies connected with the directors.

t  Mr Kaossick and Mr Morton resigned from the Board on 30 August 2002 and 6 September 2002, respectively. lan Martin was appointed to the Board
on 16 September 2002.

Each of the executive directors waived his entitlement to an annual pay review in the year, the increase in total emoluments in 2003 (other than for Mr
Kossick) resuiting from changes in the Inland Revenue rates for the assessment of taxable benefits. The bonus paid to Mr Kossick related to compensation
for the additional work which he was required to carry out in connection with the disposal of Fountain Television. The bonus was paid partly in cash and
partly by the transfer by the Company of shares in the purchaser of Fountain Television. No other bonuses were paid to directors during the year.

The Company made contributions to defined contribution pensicn arrangements in respect of six directors {2002: six directors).
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Directors' report continued

Directors’ interests

The number of shares in which the directors had a beneficial interest as defined by the Companies Act 1935 was as follows:

At 31 March 2003

At 31 March 2002 or

and 24 June 2003 date of appointment, if later
Ordinary  Opticns over Ordinary Options over
shares ordinary shares shares ordinary shares
RA Murray 3,116,074 — 1,021,074 —
DJ Nicholson 36,929 61,365 16,929 61,365
GP Andrews 17,1349 54,990 17,139 54,990
DG Brocksom 3,344 80,276 3,344 80,276
NS Conn 17,718 53,876 17,718 53,876
DA Crump 12,654 54,990 12,654 54,990
P Martin 50,000 — 7,500 —
CA Maxwell 40,000 — 37,262 —
AP Stirling 30,000 — 20,034 —
None of the directors had any non-beneficial interest in the Company’s shares.
The movements in the directors’ options over ordinary shares during the year were as follows:
At At
Exercise 1 April 31 March Exercisable
price 2002 Lapsed 2003 from 10
D) Nicholson
298.5p 3,664 — 3,664 20.12.99 19.12.06
307.5p 2,425 2,425 04.08.00 03.08.04
444 Op 25,000 25,000 07.08.01 06.08.05
317.5p 25,000 — 25,000 24.12.01 23.12.05
301.0p 5,276 — 5,276 22.07.02 21.07.06
61,365 — 61,365
GP Andrews
307 .5p 5,675 - 5,675 04.08.00 03.08.04
444 0p 2,750 — 2,750 07.08.01 06.08.08
444 .Cp 22,250 —_ 22,250 07.08.01 06.08.05
3175p 19,039 — 19,039 24.12.M 23.12.05
301.0p 5,276 — 5,276 22.07.02 21.07.08
54,990 — 54,290
DG Bracksom
299.5p 10,016 — 10,016 01.12.01 3011.08
299.5p 39 984 — 39,084 grazaon 30.41.05
301 0p 5,276 — 5,276 27.07.02 21.07.06
961.5p 25,000 —_ 25,000 08.06.03 07.06.07
80,276 — 80,276
NS Conn
444 Op 6,750 — 6,750 07.08.01 06.08.08
444 Op 18,250 — 18,250 07.08.01 06.08.05
317.5p 23,600 — 23,600 24.12.01 23.12.05
301.0p 5,276 — 5,275 220702 21.07.06
53,876 — 53,876
DA Crump
307.5p 5,675 — 5,675 04.08.00 03.08.04
444 0p 2,750 — 2,750 07.08.01 06.08.08
444 Op 22,250 — 22,250 07.08.01 06.08.05
317.5p 19,039 — 19,039 24.12.01 23.12.05
301.0p 5,276 — 5,275 22.07.02 21.07.06
54,990 — 54,990
15 Kossick
307.5p ' 2,270 2,270 — 04.08.00 03.08.04
444 0p 2,750 2,750 — 07.08.01 06.08.03
444 Op 22,250 22,250 — 07.08.01 06.08.05
317.5p 25,000 25,000 —— 2412 01 23.12.05
301.0p 5276 5,276 — 22.07.02 21.07.06
57.546 57,546 —

No opticns were granted to or exercised by any director during the year. In the year ended 31 March 2002, four directors, who exercised options in July

2001 in respect of a total of 153,955 shares, realised aggregate gains of £905,000.

The closing share price on 31 March 2003 was 73.5p and the hi ices duri

By order of the Board
lan Martin

Director and Chairman of the Remuneration Committee
24 June 2003
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Corporate governance report

This corporate governance report sets out how the principles
identified in the Combined Code have been applied by the
Company,

Statement of compliance

The Company complies with the Combined Code with the
exception of the provisions relating to the reguirement for non-
executive directors to comprise not less than one-third of the
Board throughout the year (provision A.3.1) and the requirement
for the audit committee to consist of at feast three directors
{provision D.3.1). The reascns for these departures from the
provisions of the Combined Code are explained below.

The Board

The Board comprises the directors listed on page 18. Changes to

the Board, which took place during the year, are noted on page
19.

The independent directors, who held office at the beginning of
the year, were considered to be Mr Maorton and Mr Stirling. Mr
Morton resigned from the Board on 6 September 2002 and Mr
Martin was appointed to the Board on 16 September 2002.
Between these dates, Mr Stirling was the only independent non-
executive director. Mr Stiring was the senior independent
director until 16 September 2002, when Mr Martin assumed
that role. Mr Maxwell, a non-executive director, is not considered

to be independent having previously held executive office as
Finance Director.

The Board meets regularly to consider the business and strategic
issues of the Group. Major decisions in a range of specified areas
such as acquisitions and disposals are required to have Board
approval. The Board has access to the advice and services of the
Company Secretary and there is a written procedure for
obiaining independent legal advice at the Company’s expense.

Audit committee

At the commencement of the year, the audit committee
comprised Mr Morton, as Chairman, and Mr Stiding. Mr Morton
ceased to be a member of the audit committee on 6 September
2002. Mr Martin was appointed to the audit committee on
16 September 2002 and is the current chairman.

The audit committee reviews the Group's annual report, financial
statements, interim statement and preliminary announcements
befare recommending their approval to the Board. This process
involves meeting with the external auditors to discuss issues

refating to the audit and finandal control of the Group. The

auditors alse have direct access, should they so require, to the
chairman of the audit committee.

The audit committee consists of only twoe non-executive
directors rather than the three required by the provisions of the
Combined Code since, as outlined above, the Company’s third
non-executive director is not considered to be independent.

Nomination committee

At the commencement of the year, the nominaticn committee
comprised Mr Morton, Mr Maxwell, Mr Murray, Mr Nicholson and
Mr Stirling. Mr Morton ceased to be a member of the nomination
committee on 6 September 2002 and Mr Martin was appointed
to the nomination committee on 16 September 2002. The
Chairman of the Nomination Committee was WMr Morton until 6
September 2002 and since that date has been Mr Murray.

The nomination committee recommends to the Board

appointments of new executive and non-executive directors.

The articles of association of the Company require directors to
submit themselves tor re-election at the first annual general
meeting following appointment and then avery three years,

Internal control

The Directors have an overall responsibility for internal control
within the Group. The effectiveness of the Groups internal
control system has been reviewed by the Directors. The internat
control system provides an ongoing process for identifying,
evaluating and managing significant risks faced by the
Cornpany. The internal control system, which has been in place
throughout the year and up to the date of this report, is
designed to manage rather than eliminate the risk of failure to
achieve business objectives and can provide only reasonable and

not absolute assurance against material misstatement or loss.

The controls in place include Group policies and procedures, which
are operated in all subsidiaries and which define levels of authority
and procedures for regular control and management reporting.

The Group has a comprehensive system of financial reporting
and farecasting covering profits, assets, liabilities, cash flow and
capital expenditure. The systems include regular monitoring of
cash, monthly reporting of financial resuits, reviews of forecasts
and comparisons with budgets. Budgets and business plans are
prepared annually by all operations and reviewed by
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Corporate governance report continued

management and the Board, Regular management meetings are
held to monitor performance against budgets, progress in

implementing planned changes and the cperational efficiency of
the businesses,

Operational risks are identified and assessed by management
with the identification and monitoring of significant risks being
reported to the Board. In addition to those financial and
commercial risks associated with the Group's core setvices, the
natwre of the core services businesses dictates that particular
emphasis is given to health and safety. The Group employs a fuli-
time health and safety manager and regular training
programmes are provided for operational staff.

The directars have considered the need for an internal audit
function but believe that the size of the Group at present does
not justify a dedicated internal audit function. However, Avesco
Group finance staff make regular visits to all the operations ang
perform many of those risk management tasks normally
associated with an internal audit function. The directors review
the decision not to have an internal audit function from time to

time, in particular, having regard to materiat changes in
circumstances,

The Groups internal control procedures do not extend to its
associate, Complete Communications Corporation Limited
{Complete’). Instead, the Company is represented at regular
board meetings of Complete, receives detailed monthly financial
reporting and analysis of results and commissions an
independent annual audit and half year review of Complete’s
results to coincide with the Group’s own reporting timetable.

Relations with shareholders

The Board makes considerable efforts to establish relationships
with institutions and shareholders and to meet and
communicate with them on a regular basis.

Directors make institutional presentations at the time that the
interim and full year results are anncunced. The Board is keen to
cemmunicate with private investors and welcomes the
opportunity to meet them at the Annual General Meeting, The
Cempany counts all proxy votes lodged at general meetings of
the Company and indicates the number of proxy votes on each
resolution, after it has been dealt with by a show of hands.

Information regarding the Group may be viewed on the
Company's web site at www.avesco.co,uk.
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Statement of Directors’ responsibilities

Company law requires the directors to prepare financial
statements for each financial year which give a true and fair view
of the state of affairs of the Company and the Group and of the
profit or loss for that period. n preparing those financial
staternents, the directors are required 1o

® sclect suitable accounting policies and then apply them
consistently;

@ make judgements and estimates that are reasonable and
prudent;

@ state whether applicable accounting standards have been
followed, subject to any material departures disclosed and
explained in the financial statements; and

® prepare the finandal statements on the going concern basis

unless it is inappropriate to presume that the Group will
continue in business.

The directors are responsible for maintaining proper accounting
recoras, which disclose with reasonable accuracy at any time the
financial position of the Company and to enable them to ensure
that the financial statements comply with the Companies Act
1985. They have general responsibility for taking such steps as
are reasonably open to them to safeguard the assets of the
Group and 1o prevent and detect fraud and other irregularities.




Independent auditors’ report to the members of Avesco plc

We have audited the financial statements on pages 26 te 52. We
have also audited the information in the Directors’ remuneration
report that is described as having been audited.

This report is made solely to the Company's mernbers, as a body,
in accordance with secticn 235 of the Companies Act 1985, Our
audit work has been undertaken sc that we might state to the
Company's members those matters we are required to state to
thern in an auditor’s report and for no other purpose. To the
fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the Company, and the
Company’s members as a bedy, for our audit work, for this
report, of for the opinions we have formed.

Respective responsibilities of directors and auditors

The directors are responsible for preparing the Annual Report
and the Directors’ remuneration report. As described on page
24, this includes responsibility for preparing the financial
statements in accerdance with applicable United Kingdom law
and accounting standards. Our respansibilities, as independent
auditors, are established in the United Kingdom by statute, the
Auditing Practices Board, the Listing Rules of the Financial
Services Authority, and by our profession’s ethical guidance.

We report to you our opinion as to whether the finandial
statements give a true and fair view and whether the finandial
statements and the part of the Directors’ remuneration report to
be audited have been properly prepared in accordance with the
Companies Act 1985. We also report to you if, in our opinion,
the Directors’ report is not consistent with the financial
statements, if the Company has not kept proper accounting
records, if we have not received all the information and
explanations we require for our audit, or if information specified

by Jaw regarding directors’ remuneration and transactions with
the Group is not disclosed.

We review whether the statement on page 23 reflects the
Company's compliance with the seven provisions of the
Combined Code specified for our review by the Listing Rules,
and we report if it does not. We are not required to consider
whether the Board’s statements on internal control cover all risks
and contrels, or form an opinion on the effectiveness of the

Group's corporate governance procedures or its risk and control
procedures.

We read the other information contained in the Annual Report,
including the corporate governance statement and the
unaudited part of the Directors’ remuneration report, and
consider whether it is consistent with the audited financial
statements. We consider the implications for our report if we
become aware of any apparant misstatements or material
inconsistencies with the financial statements,

Basis of audit opinion

We conducted our audit in accordance with Auditing Standards
issued by the Auditing Practices Board. An audit includes
examination, en a test basis, of evidence relevant to the amounts
and disclosures in the financial statements and the part of the
Directors’ remuneration report to be audited. It also includes an
assessment of the significant estimates and judgements made by
the directors in the preparation of the financial statements, and
of whether the accounting policies are appropriate to the

Group's circumstances, consistently applied and adeguately
disclosed.

We planned and performed our audit so as to obtain all the
information and explanations which we considered necessary in
order 1o provide us with sufficient evidence to give reasonable
assurance that the financial statements and the part of the
Directors’ remuneration report 1o be audited are free from
material misstatement, whether caused by fraud or other
irregularity or error. In forming our opinion we also evaluated the
overall adequacy of the presentation of information in the

financial staternents and the part of the Directors’ remuneration
report to be audited.

Opinion

In our opinion:

® the financial statements give a true and fair view of the
state of affairs of the Company and the Group as at

31 March 2003 and of the loss of the Group for the year
then ended; and

® the financial statements and the part of the Directors’
rernuneration report to be audited have been properly
prepared in accordance with the Companies Act 1985,

Kot Avdk Pl

KPMG Audit Plc
Chartered Accountants
Registered Auditor
Crawley

24 June 2003
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Consolidated profit and loss account

For the year ended 31 March 2003

Note 2003 2002
£000 £000

Turnover
Group and share of associates’ turnover 2 81,117 95,443
Less: share of associates’ turnover (20,982) {30,273
Group turnover 3 60,135 65,170
Continuing operations 56,122 55,181
Discontinued operations 4,013 9,889
Group turnaver 3 60,135 65,170
Operating {loss)
Continuing operations
— operating {lossy excluding exceptional items {5,367) (5,421}
— exceptional items (see note 5) (105) {589)
Total continuing operations (5,472) (6,010
Discontinued operations
— operating (loss¥profit excluding exceptional items {618) 810
— excepfional items (see note 5) 313) —
Total discontinued operations (1,031} 810
Group operating (loss) 4 (6,503) (5,200}
Share of associates’ operating profit 2,687 7,342
Group and share of associates’ operating (loss)/profit 2 (3.816) 2,142
Profit on disposal of operations 5 1,061 60
Share of profit on dispesal of operation 5 — 8%
{Loss)/profit on ordinary activities before interest and taxation (2,755) 2,488
Net interest payable and similar items 6 {397) {943)
{Loss)/profit on ordinary activities before taxation (3,152) 1,545
Taxation on profit on ordinary activities 11 (624) {1,531}
(Loss)/profit on ordinary activities after taxation (3.776) 14
Equity minority interests 20 —
(Loss)/ profit for the year (3,756) 14
Dividends paid and proposed 12 {816) (2,133)
Retained (loss) for the finandial year 25 4,572) 2,119
(Losses)/earnings per share
Basic and diluted 13 (23.0p) C.1p
Adjusted 13 8.5p 22.9p
Dividends per share 12 5.0p 13.0p

There is no difference between the results stated above and their historical cost equivalents.

Adjusted earnings per share are stated before goodwill amortisation, nen-cperating exceptional iterns and are in respect of continuing
cperations cnly, at a notional 30% tax rate (see note 13). The prior year comparatives have been restated accordingly.
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Balance sheets

As at 31 March 2003

Group Company

Note 2003 2002 2003 2002

£°000 £000 £°000 £°000

Intangible assets 4 4,998 10,297 — —
Tangible assets 15 28,141 37,486 192 257
33,139 47,783 192 251

Investrment in associate 16 4,067 3,579 — —
Other investments 16 1,472 _ 5,820 4,963
Total fixed asset investments 16 5,539 3,579 5,820 4,963
Fixed assets 38,678 51,362 6,012 5,214
Stocks 17 698 806 _ —
Debtors 18 12,402 13,297 41,244 55,8359
Cash 27 1,301 1,369 —_ —
Current assets 14,401 15,472 41,244 55,8599
Creditors: amounts falling due within one year 19 (17.360) (20,007} (6.082) {12,122)
Net current {liabitities)/assets (2,959) {4,535) 35,162 43,777
Total assets less current liahilities 35,719 46,827 41,174 48,991
Creditors: amounts falling due after more than one year 20 {5,134) {11,400 (1.612) (6,250)
Provisions for liabilities and charges 22 — (231) — —
Net assets 30,585 35,196 39,562 42,741
Called up share capital 23 1.632 1,632 1,632 1,632
Share premium acceunt 25 31,269 31,269 31,269 31,269
Profit and loss account 25 (2,316) 2,295 6,661 9,840
Equity shareholders’ funds 30,585 35,196 39,562 42,741
Minaority interest — — -— —
Total capital employed 30,585 35,194 39,562 42,741

The financial staternents on pages 26 10 52 were approved by the Board of directors on 24 June 2003 and were signed on its behalf by:

David Nicholson
David Brocksom
Directors

e
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Consolidated cash flow statement

For the year ended 31 March 2003

Note 2003 2002
£000 £7000
Continuing operations 11,697 6,447
Discontinued operations (217) 2,885
Net cash flow from operating activities 26 11,480 9,332
Dividends from associate 16 1,514 3,430
Interest received 54 73
Interest paid (295) {926)
Interest element of hire purchase payments (378) (466)
Returns on investments and servicing of finance (619) (1,319
UK taxation 253 (1,063}
Overseas taxation 578 (4
Taxation 831 (1,067)
Net cash flow before capital expenditure 13,206 16,376
Purchase of tangible assets {11,554) {10,993)
Sale of tangible assets 3,781 1,816
Capital expenditure {7.773) {(9177)
Acquisition of subsidiaries and businesses {106) (4,737)
Disposal of subsidiaries and businesses 4,897 260
Net overdraft disposed of with subsidiaries 238 —
Disposal of assodiates — 694
Acquisitions and disposals 5,029 {3,783}
Equity dividends paid (2,120) (2,109)
Net cash flow before financing 8,342 1,307
Issue of share capital — 501
Issue of share capital in subsidiary to minority interests 20 —
Net change in bank loans 27 (5,922) 6,641
Net change in hire purchase obligations 27 (2.329) 113
Financing {8,231 7,255
Change in cash in the year 27 111 8,562
Net debt 27 (10,279) (19,122)
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Consolidated statement of total recognised gains and losses

For the year ended 31 March 2003

2003 2002
£:000 £000
Group (5,758) (5,418)
Associates 2,002 5,432
{Loss)/profit for the year {3,756) 14
Group currency translation differences before taxation {(39) 6
Taxation effect of Group currency transiation differences —_ —
Group currency translation differences 39) &
Associate currency translation differences — -
Currency translation differences (39) 6
Total recognised gains and (losses) relating to the year (3,795) 20
Consolidated reconciliation of movements in equity shareholders’ funds
For the year ended 31 March 2003 2003 2002
£000 £'000
{Loss)/profit for the vear (3,756) 14
Dividends (816) 2,133
Retained {loss} for the financial year {4,572) (2,119)
Currency translation differences (39) 6
Share options exercised — S0
Net reduction to equity shareholders’ funds (4,611) {1,612)
Opening equity shareholders’ funds 35,196 36,808
Closing equity shareholders’ funds 30,585 35,196
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1

Accounting

policies

These financial statements have been prepared under the historical cost convention and in accordance
with applicable accounting standards. A summary of the more important accounting policies is set out
below. These have been applied consistently throughout the year and the preceding year.

Basis of consolidation

The consalidated financial statements include the financial statements of the Company and all of its
subsidiaries made up to 31 March annually. The results of subsidiaries or businesses acquired are
included from the date control passes to the Group and the results of subsidiaries or husinesses

disposed of are incduded up 1o the date control passes from the Group. Al intra-Group transactions
and balances are eliminated on consolidation.

The Group accounts for entities in which it has a long-term interest and over which it exercises
significant influence, rather than control, as associates. The Group uses the equity method of
consolidation to account for its associates including the Group's share of the profits less losses of the

asscciates in the consolidated profit and loss account and including its interest in their net assets as
investments in the censolidated balance sheet.

Company profit and loss account

The Company has taken advantage of the exemption from prasenting its own profit and loss account

in accordance with section 230{4) of the Companies Act 1985. The loss for the year of the Company
was £2,363,000 (2002: £2,924,000).

Deferred taxation

Full provision has been made for deferred tax liabilities arising from timing differences between the
recognition of gains and losses in the financial statements and their recognition for tax purposes

{except as otherwise required by FRS 19). Deferred tax assets are also recognised in full subject to them
being regarded as recoverable, Deferred tax balances are not discounted.

Depreciation

The depreciable amount (cost less estimated residual vatue} of tangible assets is recognised in the profit

and loss account using both straight line and reducing balance methods over the following useful
economic lives:

Freeho!d land Not depreciated

Freehold and long leasehold buildings 30-5C years
Short leasehold buildings Remaining period of lease
Hire stock 2-10 years

Other plant and equipment 3-10 years

The depreciation charge in respect of plant and eguipment {including hire stock) represented 42%
(2002: 39%) of the average net bock value of plant and equipment.

The Group selects its depreciation rates carefully and reviews them regularly to take account of any
changes in circumstances. When setting useful economic lives, the principal factors the Group takes
into account are the expected rate of technological developments, expected market requirements for
the equipment and the intensity at which the assets are expected 1o be used.

Profits and losses arising from the normal replacement cycle of hire stock are considered to he in effect
adjustments to previously charged depreciaticn and hence are included within operating profits.

Foreign currencies

Monetary assets and liabilities, and the assets and liabilities of overseas operations, are transiated into
sterling at the rate of exchange ruling at the balance sheet date. The results of overseas operations are
translated into sterling at the average rate of exchange for the year. Foreign currency trading
transactions are translated at the rate ruling at the time of the transaction unless covered by a forward
foreign exchange contract in which case the contracted rate is used.

Those currency translation differences arising on the re-translation of the net assets in respect of
overseas operations are shown as movements on reserves. Where these currency translation
differences give rise to taxation consequences, these are also shown as movements on reserves, All
other currency translation differences are recognised in the profit and !oss account.

Forward foreign exchange contracts

Forward foreign exchange contracts used to hedge an asset or liability already recognised in the
financial statements are carried at their fair value with any gain or loss recagnised in the profit and loss
account to match with the gain or loss arising on the hedged asset or liability. Forward foreign

exchange confracts used to hedge forecast future transactions are not recognised in the financial
statements until the related transaction is recognised.




Goodwill

Goodwill arising on acquisitions represents the excess of the fair value of the ceonsideration given and
associated costs over the fair value of the identifiable assets and liabilities acquired.

Goodwill arising after 1 April 1998 has been capitalised and s being amartised over its useful
economic life. Useful economic lives are determined prudently based on factors such as the market in
which the business operates, the rate of change in the business environment or market, the reputation

of the business, its past performance, and its future prospects. The estimates of useful economic lives
are currently no greater than five vears.

Goodwill arising before 31 March 1998 has been eliminated against reserves in the year of acquisition.

i the related business is subsequently disposed of, the goodwill is written back and included in the
calculation of the profit or loss on disposal,

Hire purchase contracts

A significant proporticn of the Group’s financing is provided by hire purchase contracts and finance

leases. Throughout the finandial statements the term hire purchase refers to both hire purchase
contracts and finance leases.

Where these arrangements result in substantially all the risks and rewards of ownership resting with

the Group, the assets are included in the balance sheet at cost less depreciation and the present value
of future payments is shown as a liability.

The interest element of these arrangements is charged to the profit and loss account over the period
of the arrangement in proportion to the balance of capital payments cutstanding.

Impairment of fixed assets

If a significant indicator of a possible impairment is noted, the need for any fixed asset impairment
provision is assessed by comparison of the carrying value of the asset against the higher of net
realisable value or value in use, The value in use is deteymined from estimated discounted future cash
flows. Discount rates used are based on the circumstances of the individual businesses.

Minority interests

Where a subsidiary undertaking has a minority interest and the subsidiary incurs losses, the minority
interest’s share of the accumulated losses is recognised only to the extent of the capital contributed by
them cor 1o the extent that there is an obligation by them to make a contribution to those losses.

Operating leases
Rentals under operating leases are charged on a straight line basis over the lease term,

Where significant operating lease incentives {such as a rent free period in respect of properties) are

received they are considered as an integral part of the net payment agreed for the use of the leased
asset and recognised over the period o the first rent review on a straight line basis.

Post-retirement benefits

Costs in respect of defined contribution type pensicn arrangements are charged to the profit and loss

account on an accruals basis in line with the amounts payable in respect of the accounting period. The
Group has no defined benefit pension arrangements.

Restructuring and reorganisation provisions

Restructuring and recrganisation provisions are recognised when a detailed formal plan for the

restructuring and reorganisation has been drawn up and the main features of the plan have been
announced to those affected by it.

Share options

The exercise prices of employee share options are set at the market price at the date of grant.

Accordingly, no charge is recognised in the profit and loss account in respect of employee share
options.

Where the Company is lisble for employers’ national insurance contributions on the exercise of
empioyes share options, the cost is accrued for based on the difference between the exercise price and
the market value of the shares at the balance sheet date.

Start-up costs

All costs relating to the start-up of new operations are recognised in the profit and loss account as
incurred.,

Stocks

Stocks and work in progress are valued at the lower of cost and net realisable value. Provision is made
for obsolete, slow moving and defective stock.
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Tangible assets

The cost of tangible assets indudes those costs which are divectly atiributable 1o purchasing the assets

and bringing them into working condition. The Group does not capitalise interest as part of the cost
of tangible assets.

Turnover and revenue recagnitian

Turnover represents the value of services and goods supplied to customers excluding Value Added Tax
and nat of customer discounts. Revenue is recognised as follows:

{a) Supply of services — Proportionally over the duration of the service or hire period.
(b} Supply of goods — When the goods are dispatched to the customer.
Revenue from the disposal of fixed assets is not treated as turnover.

Web site costs

The Group uses web sites principally for szles and marketing purposes rather than directly for

generating turnover. Accordingly, all web site costs are recognised in the profit and loss account as
incurred.

Complete Communications

The following additional accounting policies are relevant to the television programme production and
rights exploitation business of Complete Communications Corporation Limited {“Complete™).

Turnover is recognised as follows:

{a) Income from tefevision programmes produced by Cemplete — For television programmes such as
"Who Wants To Be A Millionaire?” which are made and delivered shortly before transmission,
income is recognised when the programme is transmitted. For longer termn television programme

preduction work, income is recognised in proportion to the production work completed and
matched against cost incurred.

{) ticence fees from television programmes not produced by Cormplete — These are spread evenly
over the term of a licence until the number of programimes covered by the minimum licence fee is

exceeded when the remaining revenue is recognised. Thereafter, additional licence fees are
recognised when additional programmes are transmitted.

(©) Merchandise royalties — These are recognised on an accruals basis when the amounts can be
reliably estimated based on statements or reparts received from licensees.
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Segmental analysis
by class of business

The Group has two separate classes of business:

(@) the core operations ('Core Services’) providing spedialist media related support services 1o the
corporate, presentation, entertainment, sports and breoadcast markets; and

(b) the television programme production and rights exploitation business carried out by its associate,
Cemplete Communications Corporation Limited ('Complete’} based in the United Kingdom.

The results are shown after costs directly relating to each class of business.

Turnover

Core Services
Complete

2003 2002
£000 £:000

60,135 65,170
20,982 30,273

Group and share of associates’ turnover

81117 95,443

(Loss)/profit on ordinary activities before taxation

Core Services — continuing operations
Core Services — discontinued operations

Excluding goodwill

Including goadwill

amortisation
2003 2002
£000 £7000

(5472) (5761}
(1,031) 810

Complete

amortisation

2003 2002
£000 £000
(326) {825)
{1,031) 990
{1,357) 165

2,687 7,093

(6,503) {4951
2,687 7,093

Goodwill amartisation

1,330 7,258
(5.146)  {5,1186)

(3,816} 2,142

Group and share of associates’ operating (loss)/profit

Non-operating exceptional items
Net interest payable and similar items

(3.816) 2,142

(3.816) 2,142

1,061 346
(397) (943)

{Loss)profit on ordinary activities before taxation

(3.152) 1,545

Included ahove within Core Services continuing cperations are restructuring and reorganisation costs
of £105,000 (2002: £340,000) and, within discontinued operations, impairment provisions against the
tangible fixed assets m Creative Technology Outside Broadeast Limited of £413,000 {see note 9).

Earnings before interest, taxation, depreciation and amortisation ('EBITDA')

EBITDA on continuing operations excluding Complete

Core Services — continuing operations operating loss
Depreciation — continuing operations
Goodwill amortisation — cantinuing cperations

2003 2002
£:000 £1000

(5,472) (5,761)
10,383 10,942
5,146 4936

EBITDA on continuing operations excluding Complete

10,057 10,118

EBITDA

Group and share of associates’ operating loss
Cepreciation
Goodwill zmortisation

2003 2002
£:000 £7000

(3.816) 2,142
11,261 12,19H
5,146 5,116

EBITDA,

12,591 19,449
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location

Net assets
Excluding goodwill including goodwill
2003 2002 2003 2002
£000 £000 £000 £000
Core Services — continuing operations 30,368 33,326 35,366 43,623
Core Services — discontinued operations 1,431 7,597 1,431 7,597
31,799 40,923 36.797 51,220
Complete 4,067 3,579 4,067 3,579
35,866 44,502 40,864 54,799
Goodwill 4,993 10,297 — —
Capital employed 40,864 54,799 40,864 54,799

Net debt
Deferred acquisition payments
Provisions for liabilities and charges

(10,279)  (19,122)
— (250)
— (231)

Net assets

30,585 35,196

Turnover by destination

United Kingdom
Mainland Europe

United States of America
Rest of the World

2003 2002
£'000 £'000

28,417 32,623
7,611 7,745
23,264 23,848
843 954

Graup turnover

60,135 65,170

TJurnover by origin

United Kingdom
Mainland Europe
United States of America

2003 2002
£000 £000

29,287 33,767
6,682 7,787
24,166 23,616

Group turnover

60,135 65,170

(Loss)/profit on ordinary activities before taxation by origin

Excluding goodwil|

Including goodwill

amortisation amortisation

2003 2002 2003 2002

£000 £000 £7000 £:000

United Kingdom 1,460 8,195 (1,796) 6,162
Mainland Europe 655 312 (326) (615)
United States of America {785) {1,249} {1.694) (3,405}
1,330 7,258 (3.816) 2,142

Goodwill amortisation (5,146} (5,116) — —
Group and share of associates’ operating (foss)/profit (3,816) 2,142 (3.816) 2,142

Non operating exceptional items

Net interest payable and similar items

1,061 346
(397) (943)

{Lossyprotit on crdinary activities before taxation

(3,152} 1,545

Net assets by location

Excluding goodwill

Including goodwill

2003 2002 2003 2002

£:000 £7000 £°000 £'000

United Kingdom 23,045 30,343 25,212 35,774
Mainland Europe 4,722 4,097 6,959 7,210
United States of America 8,099 10,062 8,693 11,815
35,866 44 502 40,864 54,799

Goodwill 4,998 10,297 — —
Capital employed 40,864 54,792 40,864 54,799

Met debt
Deferred acquisition payments
Provisions for liabilities and charges

(10.279) (19122
— (250}
- (231}

Net assets

30,585 35,196
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Group operating

({loss)

5

Profits on disposal
of businesses and
exceptional items

Year ended 31 March 2003

Discon-

Continuing tinued
operations  operations Total
£000 £000 £'000
Group turnover 56,122 4,013 60,135
Cost of sales (35,420) (3.429) (38,849)
Gross profit 20,702 584 21,286
Distribution costs {3.150) -— (3,150)
Administrative expenses (23,024) (1,615) {24,639)
Group operating (loss) (5.472) (1,031) (6,503)

Continuing operations above include, within administrative expenses, £105,000 (2002 £340,000) of
restructuring and reorganisation costs and goodwill amortisation of £5,146,000 (2002: £4,336,000).

Discontinued operations above include £413,000 of tangible fixed asset impairments in respect of
Creative Technology Outside Broadcast (see note 5), of which £299,000 is included within cost of sales
and £114,000 within administrative expenses, and no goodwill amortisation (2002: £180,000).

Year ended 31 March 2002

Discan-

Continuing tinued
operations  operations Total
£000 £000 £000
Group turnover 55,181 9,989 65,170
Cost of sales (34,869)  (6,189) (41,058)
Gross profit 20,312 3,800 24,112
Distribution costs (2,844) (43) (2,887)
Administrative expenses (23,478) (2,947 (26,425)
Group operating (lossyprofit (6,010} 810 (5,200}

Discontinued operations comprise Fountain Television {see note 31) and Creative Technology Outside
Broadcast (see note 33). The prior year comparatives have been adjusted to reflect the results of
these businesses, along with the results of System Technologies disposed of in the year ended

31 March 2002.

2003 2002
£000 £000

Restructuring and reorganisation costs (i) {105} (340}
CT Outside Broadcast — impairment of tangible fixed assets (i} (413) —
Professional costs in respect of Complete — (249}
Operating exceptional items (518} {589)
Profit on disposal of Fountain Television (iif} 1,061 —
Share of profit on disposal of The Edit Works — 286
Profit on disposal of System Technologies — 60
Profits on disposals/non-operating exceptional items 1,061 346
Total prefits on disposals and exceptional items 543 (243)
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and similar items
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{Loss)/profit on
ordinary activities

before taxation

36

{i)} Restructuring and reorganisation costs

The restructuring and reorganisation costs resuit from the headcount reductions which have been made

across the Group which cost in total £105,000 (2002: £340,000). These costs are included within
continuing operations.

(ii) Creative Technology Outside Broadcast — impairment of tangible fixed assets

Following a review of the operations of Creative Technology Outside Broadcast Limited, its loss for the
year and the sale of this business on 16 June 2003 (see note 33}, the directors reviewed the tangible
fixed assets for impairment. The assets have conseguently been written down to their estimated

recoverable amount. In accordance with FRS 3, the operations of the company have been classified as
discontinued along with those stated in {iiiy below.

(iii} Disposal of Fountain Television Limited

in August 2002 the Group disposed of Fountain Television Limited for £7.0 million before a net current
asset adjustment of £0.1 million and before expenses of £0.5 million. The £7.0 million comprised £5.5
million in cash and £1.5 million of securities (see note 31). The results of this operation, together with
that of System Technologies which was sold last year, have been classified as discontinued operations.

2003 2002
£000 £000
Bank loans and overdrafts 293 925
Hire purchase obligations 378 466
Other 1 1
Group interest payable 672 1,392
Share of associates’ interest payable - —
Group and share of asscciates’ interest payable 672 1,392
Group interest receivable (51) {73)
Share of assaciates’ interest receivable (224) (376)
Group and share of associates’ interest receivable {275) {449)
Net interest payable and similar items 397 943
{Loss)/profit on ordinary activities before taxation is stated after charging/(crediting):
2003 2002
£000 £000
Land and buildings 1,344 1,169
Plant and equipment 280 330
Total operating lease payments 1,624 1,499
Owned tangible assets 8,839 9,442
Tangible assets held under hire purchase arrangements 2,422 2,749
Total depreciation charge 11,261 12,1
Amortisation of goodwill 5,146 5,116
Profit on disposal of tangible assets (390) (516)
Currency iranslation differences {16) 25
KPMG Audit Plc and its associates 94 N
Other auditors 78 71
Auditors’ remuneration for audit services 172 162
KPMG Audit Plc and its associates for tax services 34 20
KPMG Audit Plc and its associates remuneration for other assurance services 9 9

The audit fee payable to KPMG Audit Pic in respect of the Cormpany was £22,000 (2002: £22,000). In
addition to the amounts above, KPMG Audit Plc received £78,000 (2002: £70,000) for non-audit
services which are included within disposal expenses.
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Directors’ remuneration

9

Employee
information

10

Post-retirement

benefits

Details of directors’ remuneration and interests are set cut on pages 20 to 22. These details form part
of the financial statements.

The average number of persons employed by the Group was:

2003 2002

Number Number

Operations 390 484
Administration 67 92
Total employees 457 576

The total number of employees had fallen to 423 by 31 March 2003 (31 March 2002: 508 employees).

The aggregate payroll costs of these employees were:

2003 2002
£'000 £°000

Wages and salaries
Social security costs
Other pension costs

15,567 18,156
1,620 1,213
341 333

17,528 20,302

Total payroll costs

The Group operates defined contribution type pension arrangements for certain of its employees both

in the UK and overseas. The assets of these arrangements are held by financial institutions entirely
separately from those of the Group.

The cost of these pension arrangements was £341,000 (2002: £333,000), and £31,000 (2002:
£49,000} of contributions were unpaid at the year end.

The Group provides no other post-retirement benefits.
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Taxation

Analysis of taxation charge for the year

2003 2002

£'000 £'000

UK corporation taxation — _
Overseas taxation 34 (386)
Adjustments in respect of previous years {88} {55}
Group current taxation (54) {447
Share of associates’ current taxation 988 2,715
Group and share of associates’ current taxation 934 2,274

Group deferred taxation

231) (600)
Share of associates’ deferred taxation

79 (143
Group and share of associates’ deferred taxation {310) {743)

Group taxation

(235) {1,041
Share of associates’ taxation

90% 2,572

Group and share of associates’ taxation 624 1,531

Recognised in the profit and loss account 624 1,531

Recognised in the statement of total recognised gains and losses — —

Group and share of associates’ taxation 624 1,531
Factors affecting the taxation charge

2003 2002

£000 £'000

{Loss)profit on ordinary activities before taxation (3,152) 1,545

{Lossyprofit on ordinary activities before taxation multiplied
by the standard rate of UK corporation tax of 30% {2002: 30%) (946)

464
Goodwill amortisation 1.544 1,535
Other non-deductible expenses 73 42
Deprediation in excess of capital allowances 536 446
Cther timing differences (507) 38
Utilisation of 1ax losses {225) (540
Unrelieved losses of overseas operations 374 476

Results on disposal of operations, assodiates and investments 295 {18}
Other permanent differences {(184) (125)
Differences in tax rates

14 97
Adjustments in respect of previous years {40) 53
Group and share of associates’ current taxation 934 2,274

Adjustments in respect of previous years includes £48,000 {2002: £108,000} relating to the Group's
share of associates’ taxation.

Factors which may affect future taxation charges
The Group and associates’ effective taxation rate is expected to continue to be significantly above the

standard rate of taxation in the United Kingdom in the foreseeable future due to the following factors:

e Administrative expenses include a significant goodwill amortisation charge which is non-tax

deductible.

The Group has significant eperations in the United States of America where the standard rate of
taxation is higher than in the United Kingdom.

& The overall tax rate of the Group will continue to be influenced by the tax on the profits of its
associate, which are not available for offset against any losses the Group may make.

Cffsetting these factors, the Group has tax losses carried forward (see note 22) which may be available
to reduce future tax payments. None of these losses have been recognised as deferred tax assets due
to uncertainties concerning the extent and timing of recoverability. Future recoverability is dependent
upon the generation of taxable profits by certain of the Group’s operations.
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Dividends

13

Earnings per share

14

Intangible assets

2003 2002
£000 £'000

Interim dividend of 2.0p per share (2002; 5.0p per share) 326 815
Final dividend of 3.0p per share (2002: 8.0p per share) 490 1,305
Total dividend of 5.0p per share (2002: 13.0p per share) 816 2,120
Adjustments in respect of previous years — 13
Total dividends 816 2,133

Basic earnings per share ('EPS’) have been calculated by dividing earnings (profit after taxation and
mincrity interests) by the weighted average number of ordinary shares in issue during the year.

FRS 14 requires presentation of diluted EPS when a company could be called upon te issue shares that
would decrease net profit or increase net loss per share from continuing operations. For a loss-making
company with outstanding share options, net loss per share would only be increased by the exercise of
out-of-the-money options. Since it seems inappropriate to assurne that the opticn holders would act
irrationally, no adjustment has been made to diluted EPS for out-of-the-money share options, and there
being no other diluting future share issues, diluted EPS is the same as basic EPS.

Adjusted EPS have been calculated by dividing profit after taxation and minority interests in respect of
continuing operations, and excluding geodwill amortisation and non-operating exceptional items, by
the weighted average number of ordinary shares in issue during the year. A notional tax rate of 30%

is applied to the adjusted profit for each year. The directors consider that the adjusted EPS figures
provide a useful indication of performance.

Adjusted earnings

2003 2002
£000 £000
{Loss)profit for the year (3.756) 14
Result of discontinued operations excluding goodwill amertisation {see note 2) 1,031 {990}
Non cperating exceptional items {see note 5} {1,061) (346}
Goedwill amortisation (see note 7) 5,146 5116
Noticnal tax rate adjustment to 30% 35 87
Profit for the year on continuing operations excluding non-operating exceptional
fterns, goodwill amortisation and at a notional tax rate of 30% 1,395 3,727
Weighted average number of shares
2003 2002
number number
000 ‘000
For basic and adjusted earnings per share 16.316 16,269
Effect of dilutive share options —_ 262
For diluted earnings per share 16,316 16,531
Group
Goodwilt
£'000
Cost
At 31 March 2002 22,358
Increase (see below) 97
Reduction in deferred consideration (250)
Disposals -
At 31 March 2003 22,205
Amortisation
Al 31 March 2002 12,061
Charge 5,146
Disposals —
At 31 March 2003 17,207
Net book values
At 31 March 2003 4,998
At 31 March 2002 10,297
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Part of the consideration payacle in respect of the acquisition of AVTS, inc was deferred with its
payment contingent upon post acquisition financial performance. As a result of the actual post
acquisition financial performance, the creditor in respect of the deferred consideration payable has
been written back and the goodwill arising on the acquisition reduced accordingly.

The increase in intangible assets in the year above was in respect of an adjustment to the consideration
payable on the acquisition in the previous year of R+R Communicatie Techniek Rotterdam BY following
a review and agreement of net assets and balances due to the former owner.

The useful econamic life in respact of the goodwill arising on the acquisition of Screen Rental Services
Limited was reviewed and, as a conseguence, the estimated useful economic life was shortened and
the amortisation charge was increased in the year by £627,000.

Other Company
tand and Hire plant and Group Plant and
buildings stock  equipment Total  equipment

£'000 £000 £'000 £000 £/000
Cost
At 1 April 2002 11,164 57,522 12,225 20,911 388
Additions 304 10,063 1,188 11,555 107
Disposals {16) (7,872) {500) (8,388) (37N
Business disposals (3,256) — (6,426) {9,682) —
Transfers — 41 (41 -— (86)
Currency translation differences 81 (1,213) {16) (1,148} —
At 31 March 2003 8,277 58,541 6,430 73,248 372
Depreciation
At 1 Aprit 2002 2,526 34,233 6,666 43,425 137
Charge 512 0,443 1,306 11,261 74
Dispasals & (4615 {(374) {4,995 37
Business disposals (477) — (3,768) 14,245) —
Trarsfers — 21 21 — 6
Impairments in respect of CTOB (see note 5) 114 299 — 413 —
Currency translation differences 43 (780) 20 {752} —
At 31 March 2003 2,717 38,601 3,789 45,107 180
Net book values
At 31 March 2003 5,560 19,940 2,601 28,141 192
At 31 March 2002 8,638 23,289 5,559 37,486 251

Included within the depreciation charge above is £878,00C (2002: £1,248,000) relating to discontinued
cperations.

The following assets (which principally comprise hire stack) were held under hire purchase contracts:

Group

2003 2002

£000 £000

Cost 13,907 17,092

Depreciation (6.370) (6,933}

Net book value 7,537 10,159
The net book value of land and buildings is analysed as follows:

Qroup

2003 2002

£000 £000

Freehold lang 900 1.223

Freehold buildings 2,709 5179

Long leasehold buildings 152 147

Short leasehold huildings 1.799 2,089

5,560 8,638
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Investments

Company
Irvestment Other Group  Shareholding
in associate  investmenis Total in subsidiaries
£000 £000 £000 £000
Cost/share of net assets
At 1 April 2002 3,579 — 3,579 4,963
Additions e 1,500 1,500 2,000
Share of associate’s profit after tax 2,002 - 2,002 —
Dividends from associate {1,514) —_ (1,514 —
Disposals — (28) 28) —
At 31 March 2003 4,067 1,472 5,539 6,963
Provisions for impairment
At 1 April 2002 — — — —
Provided in the year — — — 1,143
At 31 March 2003 — — —_ 1,143
Net book values
At 31 March 2003 4,067 1,472 5,539 5,820
At 31 March 2002 3,579 — 3,579 4,963

Associate undertaking
Complete Communications Corporation Limited

The Group's only associate during the year ended 31 March 2003 was Complete Communications
Corporation LUmited (Complete”), a company registered in England and Wales and engaged in
television programme production and rights exploitation. The Group owns 100% of the A ordinary
shares which gives the Group a 49% economic interest in Complete together with 49% of the voting

rights.

The Group share of the results of Complete was as follows:

2003 2002
£000 £000
Turnover 20,982 30,273
Operating profit 2,687 7,342
Profit on disposal of operation -— 286
Profit on ordinary activities before interest and taxation 2,687 7,628
Net interest receivable and similar items 224 376
Profit on ordinary activities before taxation 2,911 8,004
Taxation on profit on ordinary activities (909)  (2,572)
Profit on ordinary activities after taxation 2,002 5.432
The Group share of the net assets of Complete was as follows:
2003 2002
£000 £'000
Tangible fixed assets a411 655
Investments A65 a4
Stacks and work in progress — 2,276
Deferred taxation 222 143
Debtors 4,210 10,137
Cash 6,752 8,478
Creditors: amounts falling due within one year (7,993) (18,194)
Net assets 4,067 3,579
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Other investments

As part consideration for the sale of Fountair Television Limited on 30 August 2002 (see note 31), the
Group received 2,142 857 ordinary 10pn shares and 2,142,857 warrants to subscribe for 4,285,714
shares in the aquiror, Medal Entertainment & Media plc (‘"Medal’}, a company incorperated in Great
Britain. The shares represented 23.4% of the issued share capital of Medal. Under the terms of the sale,
53,485 shares were transferred to directors of Fountain Television Limited as part payment of bonuses.
At 31 March 2003, the Group’s holding represented 22.9% of the issued share capital of Medal; the
market value of this investment was £1.54 milliion compared to a cost of £1.47 million.

As announced at the time of the disposal of Fountain Television Limited, the original holding was
acquired with a view to a sale as and when market conditions permitted an orderly disposal. The
directors conduded that the Company did not have a participating interest in Medal in view of the
intention to sell as soon as this became practicable. Consequently, the shares were held as an

investment of the Group, classified as a fixed asset, recognising the likely time before a sale or sales
could be concluded, rather than being dassified as a current asset.

Following announcernents made by Medal in early April 2003 regarding changes in management and
the development of the organic growth strategy at Medal, the directors have reviewed the status of
this investment. As the directors consider the objectives of Medal to be more closely aligned with those
of the Group, they have decided to retain the investment for the long term and have directed the

Chafrman of Avesco ple, who had a seat on the Medal Board from Cctober 2001, to become more
actively involved in the affairs of Medal on behalf of the Group.

The Group increased its holding in Medal through the exercise of the warranis, following changes in

their terms, on 17 April 2003 to 2,517,943 shares, representing 23.7% of the enlarged share capital
of Medal.

The directors have decided that it is appropriate to treat the investment as an associated undertaking
from the date of these changes.

In the pericd to 31 March 2003, Medal generated turnover of £6,562,000 and made & profit before
tax of £605,000. As at 31 March 2003 it had net capital and reserves of £6,068,000.
Provision for impairment

Following a review of the Company’s investrents in subsidiary undertakings, a provision of £1,143,000
was made against the camrying value of certain investments.

Principal subsidiaries
The Group's principal subsidiaries at 31 March 2003 were as follows:

Country of
Legal name Trading name{s} Activity incorporation
Corporate presentation services
Action SAM Internationat Action  Audio visual services  Monaco
AVTS, Inc CT San Francisco Audio visual services  United States
CT Los Angeles of America
Creative Technology Limited  CT London Audio visual services  England & Wales
CT NEC
CT Creative Technology CT Geymany Audio visual services  Germany
GmbH & Co KG
Dimension Audio Limited Dimension Audio visual services  England & Wales
Media Control, Inc CT Chicago Audio visual services  United States
of America
Media Control (Europe} MCL London Audio visual services  England & Wales
Limited
Media Control (UK) Limited  MCL Birmingham Audio visual services  England & Wales
MCL Manchester
MCL Glasgow

VR Audiovisual BY
R+R Communicatie

Techniek Rotterdam BV

Screenco Limited

Broadcast services

Creative Technology Outside

Broadcast Limited
Presteigne Limited

MCL Edinburgh
VR Audiovisual
VR Audiovisual

Screenco

CT Dutside
Broadcast
Presteigne
Broadcast Hire

Audio visual services
Audio visual services

Audio visual services

Outside broadeast
services

Broadcast equipment
hire, repair &
maintenance

The Netherlands
The Netherlands

England & Wales

England & Wales
England & Wales

At 31 March 2002 all classes of share of all these subsidiaries were 100% beneficially owned by the
Group except CT Creative Techrology Gmbr & Co KG, a Gerrnan lirnited liability partnership, which
was effectively 74.9% beneficially owned by the Group. Action SAM, Creative Technology Limited,

Creative Technology Outside Broadcast Limited and Media Control (UK) Limited are directly owned by
Avesco plc.
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Stocks

18

Debtors

19

Creditors: amounts
falling due within

one year

20

Creditors: amounts

falling due after
more than one year

Group
2003 2002
£000 £000
Raw materials and consumables 528 551
Work in progress 124 213
Finished goods and goods for resale 45 42
6598 306

Amounts falling due within one year
Group Company
2003 2002 2003 2002
£000 £000 £1000 £:000
Trade debtors 10,302 10,437 —_ —
Amounts owed by subsidiaries — — 40,884 55584
Corporate taxation 96 451 96 —
Qthey debtors 519 742 230 286
Prepayments and accrued income 1,485 1,667 34 29
12,402 13,297 41,244 55,899
Group Company
2003 2002 2003 2002
£000 £:000 £000 £'000
Bank overdrafts 1,707 1,913 3,716 7,694
Bank loans 1,374 2,596 1,166 2,070
Hire purchase obligations 3,365 4,582 —_ —
Trade creditors 5,200 3,739 168 76
Amounts owed to subsidiaries — — 2 3
Corporate taxation 449 — —_ —_
Other taxation and sodial security 887 1,229 — 40
Deferred acquisition payments — 250 — —
Other creditors 104 57 — 9
Accruals and deferred income 3,445 3,509 201 98
Dividends payable 829 2,132 829 2,132
17.360 20,007 6,082 12,122
Group Company
2003 002 1003 2002
£000 £000 £000 £000
Bank loans 1,612 6,799 1,612 6,250
Hire purchase obligations 3,522 4,601 — —
5134 11,400 1,612 6,250
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Maturity of bank
loans and hire

purchase
obligations

22

Provisions for

liabilities and

44

charges

Bank loans
Group Campany
2003 2002 2003 2002
£000 £7000 £:000 £/000
In one year or fess 1,374 2,596 1,166 2,070
in more than one year but not more than two years 1,167 2,883 1,167 2,500
In more than two years but not more than five years 445 3,850 445 3,750
In more than five years — 66 — —
2,986 9,395 2,778 8,320

The Group’s overdrafts and bank loans are generally unsecured but £870,000 (2002: £1,383,000) of
the overdrafts and bank loans of certain of the Group's overseas subsidiaries were secured by charges
over the assets of the relevant subsidiaries. The Company’s overdraft and bank loans are unsecured.

Subsequent to the balance sheet date, the Company repaid the bank loan outstanding of £2.8 million.
A new revolving 3 year term facility up to a maximum of £4 million, and new overdraft facilities of £4
million, both on a secured basis, were entered into on behalf of the Group.

Hire purchase obligations

Group

20032 2002

£000 £000

In one year of less 3,365 4,582
in more than one year but not more than two years 1,908 2,896
in more than two years but not more than five years 1,614 1,705
6,887 9,183

Deferred Group

taxation Total

£000 £000

At April 2002 231 231
Released unused (see note 11) (231) {231}
Currency translation differences — —
At 31 March 2003 — —

Deferred taxation

Group Company

2003 2002 2003 2002

£000 £000 £000 £000

Accelerated capital allowances -— 215 — —
Tax losses carried forward — (684) — —
Pravision for deferred tax liabilities — 231 — —
Depreciation in excess of capital allowances 2,314 957 — 33
Other timing differences 454 1,729 — —
Tax losses carried forward 3,903 2,382 1,650 1,555
Unrecognised deferred tax assets 6,671 5,068 1,650 1,588

The recognition of the potential deferred tax assets and the circumstances in which they would be

recoverable are discussed in note 11.
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Share capital

24

Share options

Authcrised
Ordinary shares of 10p each

Allotted, called up and fully paid
Ordinary shares of 10p each

2003
number

2002

nurmber

21,000,000 21,000,000

16,316,297 16,316,297

2003 2002
£000 £'000

2,100 2,100

1,632 1,632

During the year no ordinary shares (2002: 162,855) were issued 1o satisfy the exercise of executive

share options.

At 1 At 31
Exercise April March Exercisable
price 2002 Lapsed 2003 between
1994 Approved executive share option scheme
120.0p 1,850 {250} 1,600 03.02.98-02.02.05
298.5p 5,664 — 6,664 20.12.98-19.12.06
444 Op 15,000 (2,750) 12,250 07.08.01-06.08.08
299.5p 64,132 (28,766) 35366 01.12.01-30.11.08
301.Cp 5,399 — 5,399 22.07.02-21.07.09
961.5p 19,133 (3.000) 16,133 08.06.03-07.06.10
735.0p 9,680 (750) 8,930 18.12.03-17.12.10
335.0p 10,000 (10,000) —_ 22.01.05-21.01.12
131,858 (45,516) 86,342
1997 Unapproved executive share option scheme
307.5p 16,045 (2,270 13,775  04.08.00-03.08.04
444 0p 110,000  (22,250) 87,750 07.08.01-06.08.05
299.5p 116,256 (34,622} 81,634 01.12.01-30.11.05
317.5p 111,678  (25,000) 86,678 24.12.01-23.12.05
301.0p 69,257 (5,276 83,981 22.07.02-21.07.06
961.5p 83,367 {9,000y 74,367  08.06.03-07.06.07
735.0p 570 — 570 18.12.03-17.12.07
507,173 98.418 408,755

No options were granted or exercised in the year under either the approved or urapproved scheme.

Exercise of options awarded under the 1994 scheme is conditional upen the increase in the Avesco
share price over a three year period exceeding the increase in the Retail Prices Index over the same three

year period.

Exercise of options awarded under the 1997 scheme is conditional upon the increase in adjusted
earnings per share of the Company over a three year period exceeding the increase in the Retail Prices

Index by more than six percentage points over the same three year period.
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Capital and reserves

26

Net cash flow from

operating activities

4%

Share Share Profit
capital premium and lpss 2003 2002
account account account Total Total
£7000 £:000 £°000 £:000 £°000
Group
At 1 April 2002 1,637 31,269 2,295 35,196 36,808
Share options exercised — — — — 501
Retained loss for the finandial year — — (4,572) (4,572} (2,119)
Currancy translation differences — — (39} 9 )
At 31 March 2003 1,632 31,269 (2,316} 30,585 35,196
Company
At 1 April 2002 1,632 31,269 9,840 42,741 41,449

Share options exercised

— — — - 501
Retained {lossiprofit for the financial year

— 3,179 {3,179} 791
At 31 March 2003 1,032 31,269

6,661 39,562 42,741

At 31 March 2003 cumulative goodwill amounting to £8,642,000 (2002: £8,642,000), which arose on
acquisitions of subsidiaries and of the asscciate before 31 March 1998, remains eliminated against reserves.

Year ended 31 March 2003

Discon-

Continuing tinued
operations operations Total
£000 £000 £000
Group operating loss (5.472) (1,031) (6,503)
Irepairment of tangible fixed assets in respect of CTOB (see note 5) — 413 413
Depreciation of tangible assets 10,383 878 11,261
Armortisation of intangible assets 5,146 — 5,146
Profit on sale of tangible assets (379) (11 (390)
Change in stocks (20% 2 {18}
Change in debtors 604 {616) (12)
Change in creditors 1,435 148 1,583

Net cash flow from cperating activities 11,697 (217 11,480

Year ended 31 March 2002

Discon-

Continuing tinued
operations  operations Total
E£°000 £'000 £'000
Group operating loss {(6,010) 810 (5.200)
Depreciation of tangible assets 10,943 1,248 12,191
Amortisation of intangible assets 4,936 180 5,116
Profit on sale of tangible assets (532) 16 {516)
Change in stocks {25) (51 (76)

Change in debtors
Change in creditors
Change in provisions

2,153 1,001 3,154
(4,919 (224)  (5,143)

(99} (95) {194
Net cash flow from operating activities 6,447

2,885 9,332

Included in the Group loss for the year ended 31 March 2003 are restructuring and recrganisation costs
of £105,000 paid in the period (2002 £340,000) disclosed as exceptional items (see note 5) and in

respect of the year ended 31 March 2002, professional costs in respect of Complete of £249,000 paid
in that pericd.

The charge for impairment of the tangible fixed assets in Creative Technology Outside Broadcast for the
year ended 31 March 2003 is a non-cash item.
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Analysis of net debt

28

Reconciliation of
net debt

29

Financial

instruments

At d

Currency At 31

April Cash translation March

2002 flow Disposals  differences 2003

£000 £:300 £:000 £000 £'000

Cash at bank and in hand 1,269 1,301
Bank overdrafts {1,913} (1,707)
Cash {544) (111 238 11 {406)
Bank loans {9,395} 5,022 — 487 (2,986}
Hire purchase obligaticns {9,183} 2,329 37 (7O (6,887)
Net debt {19,122) 8,140 275 428 (10,279
2003 2002

£000 £'000

Change in cash in the year (111) 8,562
Net change in bank loans 5,922 {6,641}
Net change in hire purchase obligations 2,329 (113
Net effect of acquisitions and disposals 275 701
Currency translation differences 428 (8
Change in net debt 8,843 1,099
Opening net debt (19,122) (20,221}
Closing net debt {10,279) {19.122)

Obijectives, policies and strategies

The Group holds financial instruments principally to finance its operations and manage the foreign
currency risks arising from its operations. The Group dees not trade in financial irstrumenis.

The main risks considered to arise fram the Group's use of finandial instruments are foreign currency
risk, interest rate risk and liquidity risk. Counterparty risk is only considered significant in the case of
trade debtors and short-term cash deposits. The Group undertakes appropriate credit control

procecures in respect of trade debtors and only makes short-term cash deposits with major financial
institutions,

Foreign currency risk

The Group operates extensively in the United States of America and Europe, principally through its
overseas operations but also through operations based in the United Kingdom.

Cverseas operations are funded either through local borrowings or loans from Avesco Finance Limited
denominated in the overseas currency. Where loans are regarded as part of the Group’s net investment
in the operation, in a comparable manner to share capital, any exchange gains or losses are recognised
as movements on reserves, All other net foreign currency assets of Avesco Finance Limited are hedged
using foreign currency overdrafts or forward foreign exchange contracts in the United Kingdom.

In general the Group does not hedge the foreign currency risk arising from sales by an operation
denominated in a currency other than its functicnal currency. In the majority of cases, substantial
deposits on such sales are received at the time of the order and the remaining balances are, to a large
extent, matched by overseas costs. The exceptions to this policy are generally related to the purchase
of tangible assets or other farge cne-off transactions where the currency risk is usually hedged.

The currency profile of the financiat liabilities is determined by the funding needs of the Group's
operatiens,
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Interest rate risk

It i5 the Group's pelicy generally to take out primary finandial instrurents carrying a variable rate of
interest. The Group monitors expectations of future interest rates but keeps the majority of its interest
bearing financial liabilities carrying a variable rate of interest. This is regarded as providing a partial

hedge against the economic business cyde and takes imto consideration the strong cash fiow from
operations.

It is the Group’s policy to undertake capital expenditures initially using overdraft facilities and then to

finance these purchases in arrears using hire purchase facilities. This approach leads to competitive
interest rates being secured and administration costs being reduced.

Liquidity risk

The Group monitors the maturity profile of its financial instruments on an ongoing basis. it is the
Group's policy 1o use bank loans and hire purchase obligations 1o keep a reasonable proportion of its
net debt due after more than one year. Bank overdrafts are used for short-term flexibility.

At 31 March 2003 the percentage of net debt due after more than one year had fallen to 50% (2002:

609). This decrease was the result of & repaying £4 million of the four year amortising term loan and
renegotiating its repayment profile,

The Group's policy is to maintain a range of types of borrowing facilities from a number of major
financial institutions.

Financial assets

Financial assets

excluding alt

short-term

debtors

- 2003 2002
£'000 £'000

Category analysis

Cash 1,301 1,369

Financial assets 1,301 1,369

Currency analysis

Sterling — 45
US dollar 921 635
Euro 380 689

Financial assets 1,301 1,369

Variable rate interest receivable on the cash balances is based on the relevant banks’ base rates. All
financial assets are receivable within one year or less, or on demand.

Financial liabilities

Financial liabilities

excluding all
short-term

creditors

2003 2002
£7000 £'000

Category analysis

Bank overdrafts

Bank loans

Hire purchase obligations

1,707 1,913
2,936 9,395
6,887 9,183

11,580 20,491

Financial liabilities

Currency analysis

Sterling 8,300 10,126
Us dollar 2,300 8,515
Euro

980 1,850

Financial liabilities 11,580 20,491




financial liabilities

excluding ali
short-term
creditors
2003 2002
£000 £'000
Maturity analysis
tn one year or less, or on demand 6,447 9,092
In more than one year but not more than two years 3,075 5,779
in more than two years but not more than five years 2,058 5,555
In rore than five years — 65
Financial liabilities 11,580 20,491
Interest analysis
Variable rate 10,993 18,310
Fixed rate 587 2,131
Financial liabilities 11,580 20,491

Interest rates on the variable rate financial liabilities are principally determined with reference to the
United Kingdom banks’ base rates, the London Inter Bank Offer Rate (LIBOR’), the United States of

America prime bank rate and the Dutch bank market rate.

2003 2002

£000 £000

Sterfing 85 283
US doliar 212 606
Euro 290 1,292
Fixed rate finandal instruments 587 2,181

The Sterling fixed rate financia! liabilities carry a weighted average interest rate of 8.0% {2002: 8.0%)
and have a weighted average period of 3.0 months {2002: 7.0 months) to maturity.

The US dollar fixed rate financial Wiabilities carry a weighted average interest rate of 8.8% (2002: 8.8%)
and have a weighted average period of 3.5 months (2002: 9.5 months) to maturity.

The Euro fixed rate financial liabilities carry a weighted average interest rate of 6.4% (2002: 5.5%) and

have a weighted average pericd of 8.6 months {2002: 11.9 months) to maturity.

Fair value of financial instruments
Excluding all short-term
debtors and creditars

Baok

Fair Book. Fair

value value value value

2003 2003 2002 2002

£000 £000 £000 £'000

Cash 1,301 1,301 1,369 1,369
Bank overdrafts (1,707) (1,707 {1,913} {1,913)
Bank loans {2,986) (2,989 (9,395 {9.421)
Hire purchase obligaticns (6,887) (6.890) (9,183) (9,189}
(10,279) (10,285} (19,122) (19,154)

At 31 March 2003 and 31 March 2002 there were no forward foreign exchange contracts being held

to hedge forecast future transactions.
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Commitments and
contingent liabilities

50

Currency exposures

The tables below show the extent to which Group companies have monetary assets and liabilities in

currencies other than their local currency. Exchange differences on these assets and liabilities are
recognised in the profit and loss account.

Net foreign currency monetary assetsAliabilities) at 31 March 2003:

Other
Sterling S doltar Euro  currencies Total
£:000 £000 £:000 £900 £:000

Functional currency of
Group company:
Sterling — — (70} — (70)
US dollar {1) — — — (1
Euro {14) —_— — — {(18)
Total (15) - (70} — (85)
MNet foreign currency monetary assets/{liabilities) at 31 March 2002:

Other

Sterling US dollar Furo  currencies Total
£'000 £7000 £000 £000 £7000

Functional currency of
Group company:
Sterling — 121 96 3 248
Us dollar (178) — - — {178)
Euro (34) — — — (34)
Total (212) 121 96 31 36
Borrowing facilities
At 31 March the Group had the following undrawn borrowing facilities.

2003 2002

£000 £7000
Overdraft facilities 9,872 9,953
Committed bank loan facilities 457 956
Hire purchase facilities 2.891 3,702

13,220 14,611

All undrawn committed borrowing facilities fall due for renewal within one year of the balance sheet date,
Subsequent 1o the balance sheet date, a new revolving 3 year term facility up to a maximum of £4 million,
and new overdraft facilities of £4 million, both on a secured basis, were entered into on benalf of the Group.

The Group had £57,000 (2002: £1,022,000) of capital commitments at the balance sheet date which
had not been recognised in the financial statements.

The Company has entered into guarantees in respect of hire purchase obligations of certain
subsidiaries. The amounts outstanding at the balance sheet date were £6,592,000 (2002: £8,129,000),
all of which were induded in the consolidated balance sheet.

The Group had the following annual commitments under nen-cancellable operating leases:

Land & buildings Plant & equipment

2003 2002 2003 2002
£000 £:000 £'000 £000

Operating leases which expire:
Within cne year 113 — 49 61
Between one and five years 295 438 112 164
After five years 773 783 1 5
Total 1,181 1,221 162 230

The Company has no significant cperating lease commitments.
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Disposals

32

Related party

disclosures

Fountain

In August 2002 the Group disposed of Fountain Television Limited and its subsidiary Fountain Television

{Properties) Limited {together ‘Fountain’). As the Group's only television studio activity, it has been
treated as a discontinued operation.

£'000
Tangible fixed assets 5,437
Stocks 50
Debtors 442
Cash (238)
Creditors: arnounts failing due within one year {318)
Hire purchase (37
Net assets at disposal 5,336
Profit on disposal 1,061
6,397
Consideration
Cash 5,500
Met current asset adjustrent (102
Shares 1,500
6,898
Disposal expenses (501)
6,397

The turnover and operating loss to the date of disposal were £1,096,000 and £299,000 respectively
(year ended 31 March 2002: turnover £4,704,000 and operating profit £709,000).

Details of the transactions and halances with the Group's associates are disclosed below.

2003 2002

£000 £/000

Sales of services to associates 776 3,633
Purchases of services from associates —_ 8
Interest receivable from associates _— —
Trading balances receivable from assodates 9 235
Trading balances payable to associates — 1"

Richard Murray is also a director of Medal Entertainment & Media plc {"Medal’} and at the time of the
disposal of Fountain Television Limited to Meadal, he held 5% of the issued share capital of Medal.

Following that transaction and the subsequent warrants’ exercise, he holds 1.2% of the issued share
capital of Medal.

There were no other transactions with related parties requiring disclosure under FRS 8.
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Post-balance sheet

52

events

(i) Disposal of Creative Technology Outside Broadcast {{CTOB’)
On 16 June 2003, CTOB, the Group’s only outside broadcast television business and last remaining
television facilities business, was sold to NMT QOutside Broadcast (UK) Limited for a consideration of

between £1.0 million and £1.4 million depending on certain ievels of business in the three years from
completion.

The consideration, which is payable in quarterly instalments, includes an amount to cover the rental of
the fixed assets of the business for a two-year period and an option payment of £550,000 payable over
a third year to purchase the legal title to those fixed assets. The assets will remain on the Group's

balance sheet until such time as the option is exercised. In the event that the option is not exercised
the assets would be sold on the open market.

In light of this transaction, the directors have considered the carrying value at 31 March 2003 of the
fixed assets and have written them down from £1.5 million to their estimated realisable value (being
higher than value in use) of £1.1 million. The impairment charge of £413 000 is included in arriving at
the operating result for the year. This provision does not take into account any additional costs of
disposal or costs in respect of redundancy or lease commitments resulting from this transaction. A

charge of approximately £0.2 million will be recorded in the first half of the year ending 31 March 2004
i this regard.

The results of CTOB have been included as part of discontinued activities. The turnover and operating

loss for the year were £2,917,000 and £732,000 respectively (2002: turnover £4,613,000 and
operating profit £222,000).

(i} Increased investment in Medal Entertainment & Media pic {{Medal’)
As describad in note 16, the Group increased its holding in Medal through the exercise of warrants,
fellowing changes in their terms, on 17 April 2003 to 2,517,943 shares, representing 23.7% of the

enlarged share capital of Medal. In the year ending 31 March 2004, the investment will be treated as
an associate undertaking of the Group.




Notice of meeting

NOTICE is hereby given that the nineteemtn Annuat General Meeting of Avesco plc {the " Company™)
will be held at The Kingswood Suite, The Bridge House Hotel, Reigate Hill, Reigate, Surrey, RHZ 9RP
on Friday 5 September 2003 at 10.00 a.m. for the foliowing purposes:

Ordinary business

1.

To receive the Report of the Directors and the Accounts for the year ended 31 March 2003,
together with the Report of the auditars.

To approve the Directors’ Remuneration Report for the year ended 31 March 2003.

To declare a final dividend on the ordinary 10p shares of the Company of 3.0p per share.

To re-elect as Directors:
{a) IP Martin;

{b) GP Andrews;

{c} RA Murray;

{d) AP stirling.

{(a) To reappoint the auditors, KPMG Audit Plc, as auditors of the Company te hold office

from the conclusion of this meeting until the conclusion of the next general meeting at
which accounts are laid before the Company.

(b} To authorise the Directors to determine the auditors' remuneration.

Special business

To consider and, if thought fit, to pass the following resolutions, of which Resolution 6 will be
proposed as an ordinary resolution and Resolutions 7 and & as special resolutions:

6.

THAT the Directors be generally and unconditionally authorised ih accordance with section 80
of the Companies Act 1985 {the “Act”) to exerdise all powers of the Company to allot relevant
securities {within ine meaning of Section 8C of the Act) up 1o an aggregate norminal amount of
£468,370.30. This authority shall expire at the conclusion of the next Annual General Meeting
after the passing of this resolution {or 15 months from the passing of this resolution {if soonern)
except that after the date when it expires the Directors may use this authority to allot relevant
securities in accordance with the terms of any offer or agreement made by the Company before
that date. All outstanding general authorities under Section 80 cf the Act shall be revoked.

THAT in accordance with section 95 of the Companies Act 1985 {the "Act”) the Directors be
given power:

(i) to allot equity securities {within the meaning of section 94 of the Act as at the date hereof}
pursuant to the authority given by Resolution 6 above; and

(i) subject to the coming inte force of the Regulations, te allot equity securities (within the

meaning of section 94 of the Act as amended by the Regulations) which are held by the
Company in treasury;

as if section 89(1) of the Act did not apply to any such allotment, provided that this power shall
be limited to the allotment of such equity securities:

(a) in connection with or which are the subject of an offer or invitation, open for acceptance
for a period fixed by the Directors, to holders of ordinary shares of 10p each and such
other egquity securities of the Company as the Directors may determine on a fixed recorc
date in proportion {as neatly as may be) to their respective haldings of such securities or in
accordance with the rights attached thereto {but subject to such exclusions or other
arrangements as the Directors may deem necessary or expedient to deal with fractional
entitlements that would otherwise arise or legal or practical problems under the laws or
requirements of any regulatory body or any stock exchange in any territory); and

{b) (otherwise than pursuant to subparagraph (a} above) up to an aggregate norinal value of
£81,581.40;

and shall expire at the conclusion of the next Annual General Meeting of the Company after
the passing of this resclution {or 15 months from the passing of this resolution (if sooner))
except that after the date when it expires the Directors may use this authority to allot such
equity securities in accordance with the terms of any offer or agreement made by the Company
before that date. All cutstanding powers under Section 95 of the Act shall be revoked.

For the purposes of this resolution, "the Regulations” means The Companies (Acquisition of
Own Shares) (Treasury Shares} Regulations 2003,
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Notice of meeting continued

8. THAT the Company be and is generally and unconditionally authorised to make a market
purchase or market purchases (within the meaning of Section 163(3) of the Companies Act
1985) of its own ordinary shares of 10p each ("shares") in such a manner and on such terms as
the Directors may from time to time determine provided that

(a) the maximum aggregate number of shares hereby authorised to be so acquired is

1,631,629 or, if the shares have a8 nominal value other than 10p each, such number as has
an aggregate nominal value equal to £163,162.90;

{by the minimum price which may be paid for each share is 10p (exclusive of expenses) or, if
each share has a nominal value other than 10p, that nominal value;

() the maximum price (exclusive of expenses) which may be paid for each share is not more
than 5 per cent above the average of the middie market quotations derived from the

London Steck Exchange Daily Official List for the five business days immediately preceding
the date of purchase of the shares;

{(d) the authority hereby conferred shall expire at the conclusion of the Annual General
Meeting of the Company to be held in 2004 or 18 months from the date this Resolution is

passed, whichever is the earlier, unless such authority is revoked, varied or renewed prior to
such time; and

(e) the Company may, prior to the expiry of the authority hereby conferred, enter into a
contract to purchase shares which will or may be executed wholly or partly after such
expiry, and may purchase shares pursuant to such contract.

TO TRANSACT ANY OTHER BUSINESS
BY ORDER BOARD

Nichola$ Cohn
24 June 2003
Secretary

Registered Office:
Venture House
Davis Road
Chessington
Surrey KT9 177

NOTES:

1. A member entitled to vote at the Meeting is entitled to appoint cne or more proxies to attend
and, on a poll, vote on histher behalf. The proxy need not be a member of the Company. A
form of proxy is enclosed with this Notice for use at the Meeting.

To be valid, the instrument appointing a proxy (together with the power of attorney or other
authority, if any, under which it is signed or a notarially certified copy of such power or
authority) must be deposited at or posted to the office of the registrars of the Company, Capita
Registrars, The Registry, 34 Beckenham Road, Beckenham, Kent, BR3 4TU tc be received not
less than 48 hours befere the time fixed for the Meeting. Completion and return of the form of
proxy will not preclude sharehclders from attending or voting at the Meeting in person.

The Company specifies, pursuant to Regulation 41 of the Uncertificated Securities Regulations
2001, that those shareholders registered on the register of members of the Company as at
10.00arm on 3 Septernber 2003 shall be entitled 1o attend or vote at the Meeting in respect of
the number of shares registered in their name at that time. Changes to entries on the register
of members after 10.00 a.m. on 3 Septernber 2003 shall be disregarded in determining the
rights of any person entitled to attend or vote at the Meeting.

The following documents are available for inspection by members at the registered office of the
Company on weekdays {except Saturdays) during normal business hours, and at the place of
the meeting from not less than 15 minutes before the Meeting to its conclusion:

{iy the Register of Directors’ Interests required to be kept under Section 325 Companies Act
1985; and

(i) copies of the Directors' contracis of service.

Important notice to bearers of share warrants: You will not be entitled to attend or vote at
the Annuat General Meeting unless your Share Warrant is converted to registered form by
ledging it with the Company Secretary not later than 10.00 a.m. on 2 September 2003,




Notice of meeting — explanatory notes

Notice of the Annual General Meeting, which is to be held on 5 September 2003, is set out on
pages 53 and 54.

Sharehclders will be asked to approve the following resolutiens at the meeting:

Resolution 1 — To receive the report and accounts

The Directors will present the report and accounts of the Company for the year ended 31 March 2003.
Resolution 2 — To approve the Directors’ Remuneration Report

The Directars will present for approval the Directors’ Remuneration Report for the year anded

31 March 2003, which appears on pages 20 to 22,

Resolution 3 — To declare a final dividend

Payment of the final dividend of 3.0p per ordinary share of 10p, as recommended by the Directors,
is subject to the approval of shareholders.

Resolution 4 — Re-election of Directors

In accordance with the Articles of Association of the Company, any Director appointed during the
year shall hold office only until the next following Annual General Meeting and then shall then be
eligible for re-election. Mr Martin, who was appeinted to the Beard on 16 September 2002, seeks
re-election at this meeting. In addition, cne-third of the Directors (excluding any director appainted
since the last Annual General Meeting) are required to retire by rotation at each Annual General
Meeting provided that each Director retires at least once every three years. Mr Andrews, Mr Murray
and Mr Stirling each retire at this meeting and seek re-election. Brief biographical details of the
Directors seeking re—election are set out on pagel8. Each of Mr Andrews and Mr Murray has a
contract capable of termination on 12 months’ notice except that, in the event of his termination in
certain circurnstances within 24 months following a change of control of the Company, the Director
is entitled to a severance payment not exceeding 24 months’ emoluments less emoluments received
since the change of control. Mir Martin has a service contract with the Cornpany, which is capable of
terminaticn on not less than three months’ notice expiring not earlier than 16 September 2003. Mr

Stirling does not have a service contract with the Company. The resoluticns for the re-election of
each Director will be voted on separately.

Resolution 5 — Reappointment and Remuneration of Auditors

Resclution 5a is a resclution to reappoint KPMG Audit Plc as the Company’s auditors. Resolution 5b
is to authorise the Directors to determine the auditors' remuneration.

Resolution & — Authority to allot shares

The authority given to the Directors to allot further shares in the capital of the Company requires the
prior authorisation of the shareholders in General Meeting under Section 80 Companies Act 1985,
Upon the passing of Resolution 6 the Directors will have authority to allot the unissued ordinary
share capital being 4,683,703 shares of 10p each, which is approximately 29 per cent of the current
issued share capital. This authority will expire immediately following the annual general meeting next
following the resolution or, if earlier, 15 months following the resolution being passed. The Directors

have no present intention of exercising this authority other than as may be required under the
Company’s share cption schemes.

Resolution 7 — Disapplication of pre-emption rights

The passing of Resolution 7 will give the Directors authority under Section 95 Companies Act 1985
to allot, for cash, up to 815,814 shaves of 10p each (being approximately 5 per cent of the current
issued share capital} without being required first to offer such securities to existing shareholders in
accordance with the statutory pre-emption rights. This authority will expire immediately following
the annual general meeting next following the resclution or, if earlier, 15 months following the
resplution being passed. Following the implementation of The Companies {Acguisition of Own
Shares) (Treasury Shares) Regulations 2003 (the “Regulations”) which will come into force on

1 December 2003, this authority will also extend to any subsequent sale of eguity securities which
have been held in treasury. The limits, which apply to this authority, will apply as a tetal to all and
any allotments of shares and sales of treasury shares pursuant to this authority.

The resolution wifl give the Company greater flexibility when considering future opportunities.
However, the interests of existing shareholders will be protected as, except in the case of an issue to
shareholders {or sale of treasury shares) in proportion to shareholdings or the aliotment of shares
under (or transfer of treasury shares pursuant to} the Company’s employee share option schemes,
the proportionate interests of shareholders cannot, without their consent, be reduced by more than
5 per cent by the issue for cash of new shares or sale of treasury shargs, Other than as may be
required under the Company’s share aption schemes, the Directors have no present intentien to allot
any part of the unissued share capital of the Company or, without the prior approval of the
Company in General Mesting, to make any issue which would effectively alter the control of the
Company or the nature of its business.

Resolution 8 — Authority to purchase shares

The Articles of Association of the Company contain provision, with the authority of the shareholders,
for the Company to make market purchases of its own shares. It is proposed that the Company be
autharised to purchase up o approximately 10 per cent of its issued share capital subject to the
limitations set out in Resclution 8. It is the intention of the Directors only to exercise the authority if

satisfied that to do so would be in the best interests of the Company. The Directors have no present
intention to make any such purchase.

Foliowing the introduction of the Regulations referred to in Resolution 7 above, companies will be
able to hold shares acquired by way of market purchase in treasury, rather than cancelling them.
Once the Regulations come into force, the Company would consider holding any of its own shares
which it purchases pursuant to the authority conferred by this resclution as treasury shares. This
would allow the Company to sell shares out of treasury, providing the Cornpany with the ability to
replenish its distributable reserves. No dividends wiil be paid on any shares held in treasury and no
voung ngnts will attach to such shares. 1 will also be possible for the Company 10 transfer shares
out of treasury pursuant to an employee share scheme.
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Principal Offices

Avesco plc*

Unit E2

Sussex Manor Business Park
Gatwick Road

Crawdey, Sussex RH1G 9NH

Tel: +44 (0)20 8974 1234
Fax: +44 (20 8974 1622
e-mait:  mail@avesco.co.uk
web: WWW,AVesC0.co.uk

Chief Executive: David Nichalson

Corporate Presentation Services

Creative Technology Group*
Unit E2

Sussex Manor Business Park
Gatwick Road

Crawley, Sussex RH10 9NH

Tel: +44 (031372 731280
Fax: +44 (011372 731281
e-mail;  mail@avesco.com
weh: WANVY BVRSCO.COM

Chief Executive: Graham Andrews

CT London*

Unit E2

Sussex Manor Business Park
Gatwick Road

Crawley, Sussex RH10 OiNH

Tel; +44 (0320 8874 7227
Fax: +44 (0920 8877 1980
e-mail:  info@ctlondon.com
weh: www . Ctlondon.com

Managing Director: Mark Elliott

CT NEC

Unit 11/12, Nationa| Fxhibition Centre
2nd Exhibition Avenue,

Birmingham B40 1P)

Tel: +44 (0121 782 0433
Fax: +44 (00121 782 0511
e-mail:  info@ctnec.com
web: whana CNec.com

General Manager: Chris Bramwell

Screenco™

Unit E2

Sussex Manor Business Park
Gatwick Road

Crawley, Sussex RH10 9NH

Tel: +44 (489 560300
Fax. +44 (03439 560901
e-mail:  info@screenco.com
web: W, SCreenco.cam

Managing Director: Mark Elliott

Dimensian
Unit 6, 307-309 Merton Road
London SW18 5i5

Tel: +44 (0)20 8877 3414
Fax; +44 ()20 8877 3410
e-mail:  mail@dimensicn.co.uk
web: www.dimension.co.uk

Managing Director; Colin Duncan

MCL Birmingham
69 Dartmouth Middleway
Birmingham, B7 4UA

Tel: +44 (03121 333 3333
Fax: +44 (0)121 333 3347
e-mail:  info@mcl-birmingham.com
web: www.mcl-tirmingham.com

Regional Managing Directar: Tony Cant

General Manager: lan Hunter
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MCL London*
Unit B2

Sussex Manor Business Park
Gatwick Road

Crawley, Sussex RH10 9NH

Te!: +44 (0)20 8381 9700
Fax: +44 (0320 8391 9740
e-mail:  info@md-europe.com
web: www.mcl-europe.com

Managing Directar: Mark Elliott

MCL Manchester

18 Lord Byron Square, Stowell Technical

Park, Salford Quays, Manchester M50
2XH

Tel: +44 {0)161 745 9333
Fax: +44 (0)161 745 9975
e-mail:  info@mdi-manchester.com
web: swww.mel-rnanchester.com

General Manager: Jarnie McAffer

MCL Glasgow

Units 13 & 14, 17-19 Maclellan Street,
Kinning Parkway Industrial Estate,
Glasgow G471 1RR

Tel: +44 (00141 427 1326
Fax: +44 (01141 427 1357
e-mail;  info@md-scotland.com
web: www.mcl-scotland.com

General Manager: Fraser McQueen

MCL Edinburgh

Unit 124, West Craigs Industrial Estate,

Turnhouse Reoad, Edinburgh EH12 8NR

Tei: +44 {01131 339 6202
Fax: +44 (0)131 339 6190
e-mail:  info@mcd-scotland.com
wieb! wanawe mcd-scotland, com

General Manager: Lindsay Carruthers

WWR Audiovisual
Rucphensebaan 52/Postbus 3111
4700 GC Roosendaal, Holland

Tel: +31{0)165 581 000
Fax; +31 (0)165 581 347
e-mail:  infe@jvr.nl
web: wawjvrnl

Managing Director: Christ Eisten

JVR Audiovisual

Jufferstraat 23

3011 XL Rotterdam, Holland
Tel: +31 (09104 130 999
Fax: +31 {00104 138 377
e-mail:  info@jvr.nl

wab: wanwjvr.nd

Sales Director: Rob Roskam

L

Action
Gildo Pastor Center, 7 rue du Gabian
MC 98000, Monaco

Tek +377 97777879
" Fax: +377 97777878
e-mall:  info@action.mc
weh: wanw.international-action.net

Managing Director; Philippe Paeleman

CT North America
20675 Nordhoff Street
Chatsworth, CA 91311, USA

Tel: +1 818-464-7500

Fax: +1 818-464-7502

e-rmail:  mail@ctlosangles.com
web: www.ctnartharnerica.com

CEQ: Graham Andrews

T Los Angeles
20675 Nordhoff Street
Chatsworth, CA 91311, USA

Tel: +1 818 464 7500

Fax: +1 818 464 7502
e-mail.  mail@ctlosangeles.com
web: www.ctlosangles.com

CEQ: Graham Andrews

CT San Francisco
Hanger 22, 2501 Monarch Street
Alameda, CA 94501, USA

Tel: 41510 217 2700
Fax: +1 570 217 2880
e-rnail:  mail@csanfrandsco.com
web: www. ctsanfrancisco.com

General Manager: Stephen Gray

CT Chicago
10501 Delta Parloway, Schiller Park
Ninots, IL 60176, USA

Tel: +1 847 671 9670
Fax: +1 847 671 9676
e-mail:  info@ctchicago.com
web: www.ctchicago.com

General Manager: Jeff Meyer

CT Germany
Seilerstrasse 6
72622 Nlrtingen

Germany

Tel: +49 {07022 2520
Fax: +49 {0)7022 253 200
e-mail:  info@ctgermany.com
web: Www. ctgermany.com

Managing Tirector: Georg Rossler

* this address will be effective from October 2003




Broadcast Services

Presteigne Broadcast Hire
The Studios, Cocks Crescent
MNew Malden, Surrey KT3 4TA

Tel: +44 ()20 8336 2345
Fax: +44 (0)20 8336 0333
e-mail.  hire@presteigne,co.uk
web: www presteigne.co.uk

Managing Director: Mike Ransome

Complete Communications

Complete Communications,
Celador Productions and
Celador International

39 Long Acre, London WCZE 9LG

Tel: +44 ()20 7845 6300
Fax: +44 (0)20 7836 1117
web: wwwy.celador.co.uk

Chairman: Paul Smith
Chief Executive: Steghen Dover

Designed by N P Zoller

Medal Entertainment and Media plc

Medal Entertainment and Media plc
11 Churchill Court

S8 Station Road

North Harrowy

Middlesex HAZ 754

Tel: +44 {0)20 7434 4556
Fax; +44 {0)20 7434 4594
e-mail:  sales@ddvideo.co.uk
web: www.ddvideo.co.uk

Chief Executive: Steve Ayres

Printed by # Jones & Palmer Limited, Birmingham. lef: (0121) 236 9007




