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Overview

Eckoh is the UK's leading developer of speech recognition
and VR solutions for customer contact centres.

Eckoh 1s the specialist of choice for orgamisations looking to maximise the efficiency
of therr contact centre operations

Cur sophisticated technology enables routing enquines, transactions or payments
to be processed without the need for the consumer to actually talk to an agent
This significantly reduces our client’s ocperational costs, whilst freeing up agents
to deal with more complex enguirnes Eckoh 1s the largest developer of such
hosted services in the UK

Our secure and resihent infrastructure has the scalability to handle over 650,000
calls an hour and up to 8,000 calls simultaneously, which means calls can always
be answered no matter how unpredictable the circumstances

Typical applications

Inteligent call routing = Real-time information = Bill and account payment
Product purchase * Customer identification » Balance enguiry
Subscription and renewals ¢ Membership services ¢ Delivery tracking
Fulfilment e Ticket booking * Service outage notifications
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Highlights of the Year

Financial Highlights:

19% growth in revenue from continuing cperations from £6 7m to £7 9m
Increase i continuing gross margin to 72% (FY09 64%;) resulting in a
33% growth in continuing gross profit to £5 7m (FY09 £4 3m)

FY10 adjusted* profit before taxation of £0 7m (FY02 loss of £0 4mj)
Adjusted* EBITDA amounted to & profit of £0 8m {FY09 loss of £0 3m)
Operating loss from continuing operations reduced to £0 5m

(FY09 loss of £1 8m)

Strong debt free financial position with a cash and short term
investment balance of £3 8m (FY09 £5 2m)

Operational Highlights and Recent Contract Wins:

Restructunng of Board composition during the year resulting in basic Board

cost reducing by 28%

3 year contract renewal with Willlam Hill for the prowision of custormer service options
New contracts for the provision of automated card payments services

to Northumbrian Water and Dwr Cymru Welsh Water

3 year contract renewals with two existing water utility clients for

the provision of card payment solutions

Major investment i technology strengthening market leading position

Good progress towards becoming PCI (*Payment Card Industry”} Compliant
Closure of office In Montpellier to produce cost saving and operational efficiencies
The closure will be completed on 30 June 2010, all estimated costs in relation

to the closure have been provided for in 2009/10

Post Period Developments:

-

Merger of Client Interactive Voice Response (“IVR”) division with
Telecom Express Limited, with Eckoh taking a 27 5% share of
the combined business

3 year contract with a government executive agency to provide
service for logging the movement of iivestock

on continuing operations excluding exceptional items,
amortisation of intangible assets and share option charges
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Chairman’s Statement

The results for the year to 31 March 2010
demonstrate the progress made over the
financial year There has been a 198% increase
In revenue from £6 7m to £7 9m There

has also been a margin Improvement on
those revenues resulting in a 33% increase

N gross margin from £4 3mto £5 7m

The overall profitability of the Group 1s also
much mproved with Eamings before Interest,
Tax, Deprecigtion and Amortisation of £0 2m
compared to a loss of £1 2m in the pnor year

Since the year end, we have been able

to announce the merger of the Chent IVR
divsion wath Telecom Express Limited Eckoh
retain a 27 5% interest in the combined entity
and anticipates that this newly created
combination I1s well positionad to be profitable
In the years ahead The financial performance
of the Client VR division has been in decline
over recent years due to faling pnnt circulations
and associated calls to interactive services
Consolidaticn in the market will give both
Eckoh and Telecom Express Limited the

best opportunity of realising profit generation
from these activiiies In future years The VR
dmsion s disclosed as a discontinued
operation within these results

The Board and management are now able
to fully focus on the opportunity presented
by the Speech Sclutions business Over the
last two years, we have expenenced revenue
growth of 31% and margin growth of 47%
against a background of global economic
cnsis Several significant contract wans have
teen secured during the year as well as
enhancements and renewals with existing
clents We now have long term coniracts
with over 30 blue chip organisaiions

With the excellent growth achieved and a strong
financial position including £3 9 milion cash we
can look forward to the new financial year with
opurmism We are excited by the significant
increase In the number of cpportunities in the
sales pipeline and thus the opportunity to further
Increase revenues and the clent portfolio

This year saw a restructunng of the board and
functions within the company and | would Iike

to take this oppertunity to thank both my board
colleagues and particularly the employees of Eckoh
for their ongoing efforts and commitment that has
been the single major factor behind the progress
made by the business Eckoh have been
recognised durng the year by the 2010 Sunday
Times "Best Companies to work for" survey and
we will continue to recognise the efforts of our
employees to ensure this progress continues

We look forward to the future with confidence

Chnis Batterham,
Chairman
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Business Review

Introduction

The Directors are pleased to report a year of
significant financial iImproverment on the coninuing
operations and the completicon of the final steps
required to posrition Eckoh as a pure Speech
Solutions business

Dunng the year, strategic decisions were taken to
sell the Client Interactive Voice Response (“IVR")
division, close the technical office In France and
reorganise the Board This has left a rapidly growing
Speech Solutions business with an appropnate cost
base and an opportunity for significant shareholder
value 1o be generated

Financial Review

Revenue and Margin

The 2010 financial year bullt on the momentum of the
prior year, with revenue from continuing operations
Increasing by 19% to £7 9m (FYQg £6 7m)

The margin achieved on these revenues has grown
to 72% (FYO9 64%), with gross profit ncreasing by
33% from £4 3mto £5 7m

No single client represents more than 16% of ihe
margin generated Consequently, there is no great
dependency on any Individual chent for the financial
sustanabiity of the business

The cost base of the Group 1s largely represented
by the employees, who are predominantly in the
areas of service development, delivery and support
This headcount 1s deployed on a mix of delivenng
new client business, mantaining and mproving
existing clients’ services, developing Eckoh products
and special projects such as the PCi accreditation
process When new business 1s won, this does

not typically require an increase in headcount and
associated overhead costs unless 1t 1s likely o
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consume very specialist resources for extended
penods As a result, growth in revenue usually
contributes directly to the profitability of the business

Administrative Expenses \

2010 2009
£000’s  £000's
Administrative expenses
before non recurnng tems 5,578 5,223
" Frenchoffice closure costs 286 -
Employee restructunng 3086 16
EGM costs 61 -
Lega! settlement - 627
Aborted transaction costs - 168 |
Total Administrative expenses 6,231 6,034 |

As detalled 1n the table above, administrative
expenses ansing from the 33% Increase In

margin increased by only 3% from £6 Om

to £6 2m Adjusting the administrative expenses

for non-recurmng items of expenditure, administrative
expenses still grew by only 7% from £5 2m to £5 6m

Aside from the EGM costs, the non recumng iems
of expenditure ansing in 2009/10 will produce
significant operational and financial benefits In
future financial years The employee restructunng
expense largely consists of the severance costs
ansing from a restructunng of the Board, which
has reduced ihe basic cost of the Board by 28%

Eckoh has had a techrical support office In

Montpeller, France, for over 10 years and has

benefitted from the expertise of some excellent :
employees Over this period, the number of \
French staff has gradually declined whilst the

adverse exchange fluctuation of the Pound

aganst the Euro has significantly increased

the cost of the operation, leading to the

difficult decision being made to close the office

Whilst the severance costs of French employees




Business Review
continued...

are hugh, t wasg felt that the long term financial benefit
of closing the office, along with the aperational
efiiciency ansing from hawng all Eckoh employees in
one locaton, was worthwhile The Group 1s committed
to this closure, which will be completed by 30 June
2010 The estimated costs in relation to this closure
have been provided for at the year end

Profitability Measures

2010 2008
Adjusted profit £'000 £'000
Loss before tax from
continuing operations (197) (1,373}
Amorhsation of intangible assets 157 121
Share option charges 44 54
Non-recurnng items of expenditure 653 811
Adjusted profit /
{loss) before taxation 657 (387)
Net interest recevable (99) (382)
Depreciation 529 474
Arrangement fees on loans (238) -
Adjusted EBITDA 849 (295)

The table above Illustrates the progress in the
profitabiity made by the Group wath an adjusted
loss of £0 4m for FY09 converted into a profit

of €0 7mi for this year Adjusted EBITDA has
improved from a loss on continuing operations
of £0 3m to a profit of £0 8m Excluding the
adjustments, the loss before tax from contnuing
operations reduced from £1 4m to £0 2m

The Speech Solutions business has reached

a level of matunty where it can be self-sustaning,
and 1s well-postioned to take advantage of

the market opportunity and further improve
profitability in the coming years

Staternent of Financial Position

Dunng the year, there has been a significant
investment N the Infrastruciure supporting the
Speech Soluions business, from which it wall
benefit for several years This has resulted in

21 Om of equipment acguistions This led to a
reduction in cash balances from £5 2m to £3 9m
N the year No further caprial expenditure of this
magnituge 15 planned 1N the medium tarm

In addition to the £3 9m cash balance, a loan

of £2 9m 1s due to be repaid by Redstone plc
(“Redstone™) In two nstalments i Ociober 2011
and QOctober 2012, which will furiher increase
the strength of the Group's balance sheet

The renegotiation of the terms of this loan
resutted in arangement fee ncome of £0 2m

to be recognised in the year with a further £0 3m
beng spread over the remaning term of the loan
No significant mpact on the statement of
financial position 1s anticipated to anse from

the discontinued Clent VR division

Eckoh Annual Report 2010
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Business Review
continued. ..

Operational Review

Speech Solutions

Eckah 1s a leading developer of speech
recognition solutions for customer contact
centres and 1s the largest provider of such
hosted services in the UK

Eckah's sophisticated technology enables
routing enguines, transactions or payments

to be processed without the need for the
consumer to speak with a contact centre agent
This significantly reduces the chient’'s operational
costs, whilst freeing up the agents to deal

with more complex and high-value engquines

For large crganisations seeking to maximise

the efficiency of their contact centre operations
Eckoh 1s the specialist of choice and the services
it provides are used by a wide range of mass
market establishments to serve millions of therr
customers each year

The length of contracts with clients are generally
for penods of at least 3 years, and typically wiih
guaranteed minimum levels of revenue esther

from iixed recurnng fees or from specified volumes
of call traffic or transactions, which gives excellent
visibility on future revenues

Eckoh's techmcal infrastructure has the
scalability to handle up to 8,000 inbound
phone calls simultaneously, which means
calls can always be answered on a 24
hour-a-day basis no matter how unpredictable
the circumstances and at a fraction of the cost
of a ive agent Dunng the year Eckoh made

a maor Investment In a new VoiceXML call
handling platform from Holly Connects and
the established industry leader in speech
recognition software, Nuance Recognizer 9

The first complex speach-enabled application

to be launched on this new platform was a journey
planning service for Transport for London, which
went Iive in December 2009 (0843 222 1234)
The worst winter weather for many years saw call
levels to the new senvice Increase drarmatically in
January from theirr normal levels, whilst comparable
fluctuations occurred on National Rail Enquines
TrainTracker™ service Similarty dunng the travel
chaos following the enuption of the Eyjafjallajokull
volcano In lceland, the real-time flight snformation
services that Eckeh provides for Heathrow and
Gatwick arports experienced massive increases
in demand dunng Aprl In all cases, the
on-demand hosted solutions that Eckoh provide
were able to deal eifectively with the sudden
dramatic call increases, clearly demonstrating

the benefits offered by Eckoh's hostad services

Eckoh 1s undertaking a two-year process 1o
become compliant with the Payment Card

Industry Data Security Standards (“PCl DSS")
£162,000 (FY0O2 £79,000} of expenses have been
capitalsed on the PCI D3S project in the 2009/10
financal year This 1s a comprehensive set of
requirements that all companies holding, processing
or transfemng customer payment card detalls are
required to adopt Eckoh i1s seeking to be accredited
at the highest level and recent changes in the
regulations extended the tmescale of the project,
but the process Is now nearing completion with

the conclusion expected by September 2010

The Group's client base in this area continues to
grow, along with the volume of card payments being
processed, which Is now at an annual run rate of
£15C milion, valdaing the effort Eckoh has
expended In this area As an example Eckoh has
recently announced contract wins wath Northumbnan
Water Limited and Dwr Cyrru Welsh Water,
together with contract renewals for two other
existing utilty chents




Business Review
continued

Ctlher sigmficant contract renewals with farge clients
nclude Willam Hili, which renewed tts agreement for
the provision of results, Iive caommentary and call
centre services for 3 years

New Products

EckohPAY, which offers customers the abiity to make
real-tme, secure and compliant phone and web card
payments, 1s the first of the productised offerings that
Eckoh has developed - and 15 designed speciiically
for the expected demand from PCl The ability to sell
such a product to a clent and have the service live
within a matter of weeks significantly broadens the
markst that Eckoh can target Other products to be
launched this year Include FckohlD, which helps
companies identify callers and capture name and
address information, Eckohl OCATE, which enables
calls to be routed efficiently and direct customers 1o
store or dealer locations, and EckohSECURE, which
alows companies fo authenticate therr customers
with Just therr voices Earlier in the year, Eckoh
announced a 2-year contract to provide services

to Comic Relief, and EckohPAY was successfully
used cn ther behalf to collect over 38,000

donations totaling over £1 1m during the

Sport Relief weekend in March 2010

Business Review contnues on page 18
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Transport for London calls on Eckoh
to keep commuters on track

Eckoh were awarded a five year contract with Transport for London (T1L)
to provide automated telephone journey planning services
using Eckoh'’s advanced speech recognition technology.

TfL was created in 2000 and 1s the integrated

body responsible for the Capital's transport system
Its main role 1s to Implement the Mayor's Transport
Strategy for London and manage transpont services
across the Capttal London's transport system
caters for approximately 24 milion inps a day,
across an Integrated network of rail, undergreund
and bus IInks

The service, which was successfully launched in
December 2009, gives callers the abilty to obtain
real-tme journey planning information hetween 921
London locations incorporating bus, tube, tram, and
ral services In addiion, it provides callers with the
ability to refine therr joumey datails using a
combination of advanced search parameters
including time of travel, preferred mode of transport
and number of Interchanges Callers are presented
with real-time service bulletins to inform them if
there are delays that may impact ther joumey

10 o Eckoh Annual Report 2010

Other nnovative features include the technology's
ability to "leam” a caller’s travel preferences over
time, providing the caller with an even more
sophistcated and intuitive level of service

The spesch recognition technology, hosted on
our VoiceXML_ platform has been optimised to
deal with noigy environments such as bus stops
or station platforms, and a complementary

and comprehensive touchtone service using

a predictive text style interface 1s avalable

TiL 1s the first of Eckoh's clients 1o have launched
a complex speech recognition application on

our new VoicexXML platform The service 15 an
irtegral element of a 21st century mulimedia
contact centre, which has helped TiL deal with
an increase In call traffic whilst expanding the
varnety of self-service options avalable to callers




“Eckoh have an unnvalled track record in delivenng highly successful and customer
ceninc speech recognition solutions on a truly mass market scale Therr ability to handle
such large numbers of calls smultanecusly has enabled us to provide our customers
with real-ime information in all circumstances to help ihem plan therr joumeys around
London more successiully "

lan Henderson,

Director of Customer Servces,
Transport for London

London's transport system caters for approximately
24 million trips a day, across an integrated network
of rail, underground and bus links.

Eckoh Annual Report 2010
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Qur Products

EckohPAY

Real-time and secure phone and web card payments

EckohlD

ldentify callers and capture name and address information

EckohLOCATE

Route calls efficiently and direct customers 1o stores or locations

EckohSECURE

Authenticate callers and customers with just their voices

By using Eckoh’s innovative solutions our clients can increase
the efiiciency of contact centre agents by allowing them 1o service
more complex or higher-value calls

Eckoh'’s contact centre solutions focus on improving customer
service, maximising agent productivity and reducing costs and risk

Eckoh Annual Report 2010




EckohPAY

Bill payment ® Account payment ® Product purchase ¢ Balance enquiry
Subscription and renewals ® Membership services ® Ticket booking

EckohPAY enables our client's customers o
make card payments conveniently and securely
over the phone or on the web, 24 hours a day

By using EckohPAY our clients canincrease
the efficiency of their contact centre agents
by allowing them to service more complex
or higher-value calls

Callers are grested and guided through each
step of the senvice by a professionally recorded
voiceover and scrpt They have the choice of
etther speech recognition or touch tone to
interact with the service

To identify the caller and ensure accurate
reconcihation EckohPAY uses a sutable
idenifier such as an account or customer
number, product or reference code, bill or
invoice number

The card authonsation and settlement 1S
handled n real-tme with cne of the leading
merchant acquirers including Barclaycard,
BT Buynet and Realex and the caller is
gven a confimation number for reference
As an option confirmation of the transaction
can be delvered by SMS to the caller's
mobile phone

Eckoh operates secure methods o capiure,
process and transmit payment card data on
behalf of our clients EckohPAY does not
retan the full card number after authonisaticn,
card details are either deleted or masked

Eckoh also provides a secure web service to allow
customers 1o make card payments The same
business rules and valdation methods are used
from the phone service All payments are collated
Into a single accounts flle, marked appropnaiely

to show the source channel for each transaction

Eckoh currently process over £150m per annum
in card payments through EckohPAY

Clients using EckohPAY Include the Ministry

of Justice, Northumbrian Water, Comic Relief,
the BBC, Vue and Northemn Ireland Blectnerty

Eckoh Annual Report 2010
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EckohID

Brochure and leaflet requests ® Ticket booking ® Change of address
Order confirmation and tracking ¢ Appointment requests
Redelivery requests ® Subscription and renewals

EckohlD 15 an automated speech recogniion
solution deal for capturng name and address
information

EckohlD enables our clients to increase the
efficiency of ther contact centre agents by
handiing campaigns or peaks with ease and
allowing them to service more complex or
higher-value calls

EckohlD provides an accurate and convenient
way to capiure and validate a caller’s detalls
with full integration into our postcode daiabase
EckohlD can instantly reduce call volumes to
Iive agents, minimise call waiting tmes and
improve the efficiency and accuracy for
futfilment requests

Callers are greeted and guided through
each step of the service by a professionally
recorded voiceover and scrnpt They have
the choice of either speech recognition or
fouch ione 1o Interact with the service

Eckoh Annual Report 2010

EckohlD 1s an effective method when responding
to requests for brochures, catalogues, leaflets
by replacing record and transcrption or ve
agents with a {ull daia capture / fulfilment solution
or data capture / database supply solution
EckohlD provides an ideal way to minimise

costs while maintaining service levels and
cperational efficiency

Eckoh can seamlessly integrate the service
with our other products to provide a complete
end-to-end solution For example, Integration
with EckohLOCATE can route the caller to
their desired destination or with ECkohPAY

to securely place an order and process

the payment




Eckoh LOCATE

Localised branch, office or store locations ® SMS location-specific details
Provide opening times and contact detaills ¢ Provide localised offers
Connect callers directly to branch, office, store or name requested

EckohLOCATE provides our chents with a
convenient way for therr customers o locate
or connect to therr nearest branch, store

or outlet without ever needing to speak

to an agent

By using EckohLOCATE our client's can
increase the efficiency of therr contact
centre agents by alowing them to service
more complex or higher-value calls

EckohLOCATE 1s a speech-enabled service
that provides location specific information
and rouies calls according to the caller's
instructions

Callers say the name of a town or city,
landmark or postcode and EckohLOCATE
will identify the nearest location to that
place by mapping the request aganst

a database of the clent’s sites

Speciiic rules can be applied to the service,
to ensure the caller receves the most relevant
and personal information by recognising
repeat callers A geographic range can

be defined which could vary depending

on postcode, to only present locations

that are open at that time

Once the nearest location has been identified,
the caller can receve Iformation such as

the address detalls, opening hours, telephone
number, and services avallable, as well as
having the option of connecting directly

to that location

EckohLOCATE can also distnbute calls to
your various contact centres based upon

the location or needs of the caller With more
callers accessing services from theirr mobile
phones the tradibional methods of routing calls
based upon the caller's landline telephone
number are becoming obsolete This ensures
that unnecessary and costly re-routing of calls
between contact centres 1s elimnated

If your organisation has a large number or
employees and focations EckohLOCATE

can route calls to the relevant location simply
by asking the caller to say the name of the
person they wish to speak to This improves
efficiency and reduces cost from wasted calls

Eckoh Annual Report 2010




TrainTracker ™ — always prepared for the unexpected

TranTracker™ and TrainTracker Text™ provide comprehensive
real-time passenger information, including end-to-end journey
planning capability, real-time train information and fare details.

The service covers over 3,000 locatons including
information for metro, ferry, tram, walkng and bus
transfers

TranTracker™ was developed by Eckoh for
National Rarl Enguines (NRE) n 2005 NRE runs
one of the "top & super sites” and handles cne
of the UK's busiest and maost volatile telephone
senvice receving 160 milion customer contacts
per annum

The TranTracker™ automated telephone service
on an average day handles betweaen 8,000 and
15,000 calls To date the service has received
22 5 million calls and 55 milien minutes of traffic
As a hosted solution, the service has the
scalability to easily cope with any sudden and
dramatic increase In call volumes no matier how
unpredictable the crcumstances, at iis busiest it
has dealt with over 100,000 calls in a single day

W6 _——  Eckoh Annual Report 2010

TranTracker™ Text was implementad n 2008 1©
expand the chaice of channels avalable o
callers The SMS service has the same joumey
planning funcitionality as the automated speach
recognition solution, providing Iive depariure and
amval information direct to a mebie The service
has processed over 2 milion text engquines

Both services have the ability 1o retain a caller's
previous request and using a combination of
caller recogniion and se'f learming capabilities the
service will provide personalised information the
next tme the service 1s used for example offering
return joumey information

The TranTracker™ semices demonstrate how
speech recogniticn technology has been
successfully deployed to enatle routine enquines
to be effectively handled without the need to talk
to an agent, this has alowed NRE's contact centre
advisors the abilty to focus on callers that need
more complex advice and information




“National Ral Enquines 1s leading the way In maximising communications technology
to provide fast and accurate access to information With technology and the demands
of customers’ ever-changing, it's vital that we continue to provide tmely information
to passengers — however, whenever and by whatever media they want it Eckoh's
expertise, approach and professionalism 1s excellent, they delivered us a senes of
salutons and services designed specifically for our customers needs ”

Chns Scoggins,
Chief Executive, National Rail Enquines

As a hosted solution, the service has the scalability
to easily cope with any sudden and dramatic
increase in call volumes no matter how
unpredictable the circumstances, at its busiest it
has dealt with over 100,000 calls in a single day.
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Business Review
continued...

Key Post Period Developments

Discontinued Operations

On 28 May 2010, Eckoh announced that the
Group's Client MR division {"the Division”} had
merged with Telecom Express Limited (“TE") in
return for 27 5% of the 1ssued share capital of
the enlarged business The Dmsion had
expenenced a continuing difficult penod with
revenues falling by 29% to £8 8m for the year
(FY09 £12 4m) ang margin declining by 35%

to €1 2m (FY09 £1 9m) As a result, the profit
contrbution fell to £0 05m compared with £0 7m
for the previous year The 1ssues faced by the
Client VR dmision have been shared by all
premium rate service providers as print circulabons
fall The need to focus management efforts on
the growing Speech Solutions business as well
as to remove the compliance nsk around the
provision of premium rate services resulted I

an exercise being undertaken to seek a means
to remove the operation from the continuing
Eckoh group An agreement was reached with
the owners of TE that a combinaton of the
respective businesses would generate significant
operational eficiencies and give the combined
operation a praspect of Increased future profitability
The resutts for the Client VR dvision are shown
within the discontinued operation disclosures

on the income statement The disclosures
around the disposal will be presented in the
intenm results statement ior the 6 months
ending 30 Septermber 2010

Contract Win

Eckoh achigved a significant client win after the
end of the penod with the signing of a 3-year
contract with a Government Executive Agency
This 1s for the provision of a speech recognition
solution, due to go live in June 2010, to allow
authenticated users to register the identity and
movement of Iivestock This contract bulds on
Eckoh's long-standing relationship with the UK
government and its departments, including the
Ministry of Justice and Transport for London,
with the latter enterng nto a 5-year contract
with Eckoh and its partner BT in July 2009

Qutlook

As a result of the strong progress made in
growing the Speech dwmsion and the final
restructunng of the Group, the Board remains
haghly confident of Eckoh's prospects The
strategic decisions, such as PCl compliance
and the nvestment in new technical infrastructure,
are already demonstrating their value and wilt
ensure that the services provided by Eckeh
remain ahead of those offered by its competitors
Whilst the sales focus will continue to target the
high-value long-term contracts, the new range of
Eckoh products, including the highly successiul
EckohPAY, will enable smaller size contracts

to be won and deployed quickly

The future value of the Group will be denved
from the growth attained from the Speech
Solutions dvision, which 1s now the core
focus of the Board followang the merger

of the Client MR dwvision with TE

18 _—— Eckoh Annual Report 2010




Board of Directors

Chris Batterham,

Non-executive Chairman

Chns qualified as an accountant with Arthur Andersen and has significant
expenence In the technology based busness environment, including the
flotation of Unipalm on the London Stock Exchange Cumently on
the boards of & number of companies including SDL ple, Betfar Group
Limited, lomart Group plc and Office?Office ple, Chns brings a wealth of
experience In the strategic development of companies in the [T sector

Clive Ansell,

Nan-executive Director

Clive joined the Board Iin July 2009 and 1s currently advising the board
at Royal Mall on the major changes facing the business Formerty, he held
several senigr executive and strategic reles at BT, spent three years as an
executive board director of Japan Telecom, and led major ME&A projects In
the US Clive 1s an Oxdord graduate, a patron of Crimestoppers and sits on
the boards of a number of chanties and business representative groups

Nik Philpot,

Chief Executive Officer

Nik joined the Board in February 1999, appointed COO and Deputy CEQ
in September 2001 and appointed CEO in September 2006 Nik was a
co-founcler of Syrmphany Telecom and formerly worked for British Telecom
As co-founder of Eckoh he has created the UK's largest speech
recogniion specialist for the contact centre industry Nik has 23 years
expenence In the vaice services ndustry

Adam Moloney,

Group Finance Director

Adam has been Finance Director at Eckoh for aimost 6 years and has seen
the Group through a penod of continuous change over that tme Prior to
Jjoining the company In 2003 he worked in senior financial roles for a
number of organmisattons and iImmediately prior io joining Eckoh, was
Manager of Finance & Operations for the UK arm of New York based
IT hardware reseller, Resilien Inc
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Directors’ Report

The Directors of Eckoh plc present
their annual report, together with
the audited financial statements
of the Company and the Group

for the year ended 31 March 2010.

Principal Activity

The pnncipal actmity of Eckoh plc and its subsidiary
undertakings ("the Group"} I1s the prowvision of hosted
speech recognition services and outsourced
automated solutions The Charman's Statement
(page &) and the Business Review {pages 6 to 18)
report on the progress made in the financial year
under review

The principal subsidiary undertakings are listed
on page 67

Results and Dividends

The audited financial statements and related notes
for the year ended 31 March 2070 are set out on
pages 43 to 82 The Group's loss for the year 1s
set out In the Income Statement on page 43

The Company intends to reinvest any future
eamings to finance the growth of its business
and does not anticipate paying any dmdends
In the foreseeable future

The Group's financial nsk management I1s
discussed in note 3 The Directors' regulary
assass the Group's key commercial nsks,

which are considered to be the competitive
market sector and the stability of the infrastructure,
which supports the Group's products and services
Commercial nsks are managed through the
introduction of new products and senices and

by mantaining high levels of cusiomer service
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Infrastructure stability 1s managed through 24
hour technical monitenng and an approach to
continuous mprovements of the operations of
the Group

Research and Development

The Group capitalised £0 4m (2009 £0 4m) of
development expenditure dunng the year as an
intangible asset as it sought to become comphant
with Payment Card Industry Data Secunty
Standards (‘PCI DSS”)

Financial Instruments

The financial Instruments of the Group are set out

in the notes {o the financial statements on pages 46
to 76 Please refer to note 2 for a summary of pnncipal
accounting pahicies, to note 3 for the Group's financial |
nsk management policies in relaton to iquidity nsk or
cash flow nsk, mierest rate nsk and foreign curency
nsk, as well as caprital management, to note 17 for
credit nsk and toans and other recewables, to note

18 for short-term investments, to note 19 for cash
and cash equwvalents and to note 20 for tradie and
other payables

Related party transactions are disclosed In note 25

Annual General Meeting

The next Annual General Meeting of the Company
will be held at 10 00 on 22 September 2010
Detalls of the business to be proposed at the
Annual General Meeting are contained within the
Notice of Meeting, which accompanies this Report




Directors’ Report
continued

Directors

The current Directors of the Company are

shown on page 19 Peter Reynolds resigned as
Non Executve Charman on 11 September 2009
Jim Henmigan resigned as Executive Director on
21 December 2008 The articles of association
require that at the Annual General Meeting one
third, or as near as pessible, of the Directors will
retire by rotaticn  Adam Moloney will retire by
rotation and puis himself forward for re-election
at the Annual General Meetng

Directors' Interests

The interesis of the Directors in the share capital
of the Company and therr optons In respect

of shares In the Company are shown below

No Director has had any matenal nterest in

a contract of significance (other than service
contracts) with the Company or with any
subsidiary company dunng the year

Directors' Interests in Shares

The nterests, all of which are beneficial, of the
Directors (and ther mmediate families) In the
share capital of the Company are set out below

31 May 2010
Ordinary shares
of 0 25 pence each

of 0 25 pence each

31 March 2010
Ordinary shares

1 Apnl 2009
Ordinary shares
of 0 25 pence each

N B Philpot ) 2,752,000 2,752,000 2 282,000

A P Moloney 135,000 135,000 -

C M Batterham 500,000 500,000 .
Notes

{) N B Phipot's spouse 18 the beneficial owner of 80,000 shares which are included above
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Directors’ Report

continued...

Directors’ Share Options

The Directors’ interests N share options are shown in the following table

MNote|[ At31 March Granted in year | Lapsed inyear | At1Apnl |Exercise pnce | Earliest date | Latest date
2010 {number} {number) 2009 {pence) for exercise | for exercise
(numbered) {number)
NBPhipot | b 3,000,000 - - | 3,000,000 6 50 27 06 05 270612
a 380,710 - - 380,710 788 07 1007 07 10 14
b 337,702 - - 337,702 788 07 1007 07 1014
b 1,000,000 - - | 1,000,000 875 1309 08 130915
c 800,000 - - 800,000 875 310710 310717
b 200,000 - - 200,000 875 3107 10 310717
b 1,000,000 1,000,000 - 513 050313 Q50320
AP Moloneyt a 250,000 - - 250,000 850 280208 2802 15
b 750,000 - - 750,000 875 130908 130915
o 900,000 - - 900,000 875 310710 3107 17
b 100,000 - - 100,000 875 310710 310717
b 1,000,000 1,000,000 - 513 050313 0503 20
J PHenniganj b 200,000 - - 200,000 775 07 03 05 1611 10
b 800,000 - - 800,000 1075 2811 05 161110
a 34,014 - - 34,014 788 07 1007 161110
b 500,000 - - 500,000 875 130908 161110
o] 1,000,000 - - 11,000,000 875 310710 161110

The information contained in this table has besn audited J P Hennigan resigned as a Director on

21 December 2008 His share options can be exercised up until 16 November 2010

Notes

a Granted under the Inland Revenue approved Appendix to the Eckoh plc Share Option Scheme (1999)
b Granted under the Eckoh pic Share Option Scheme (1998) but not qualifying for Inland Revenue approval

¢ Granted under the Eckoh plc 2007 Enterprise Management Incentive {'EMI") Share Cption Plan

The performance target attaching to the above options 1s that the closing pnce of a share, on any
day following the third anniversary of the date of grant, must be greater than the exercise price of
the Option by RP} plus 15%
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Directors’ Report
continued...

Share Schemes

The Directors believe that a key element in attracting,
motivating and retaining employees of the highest
calbre 15 employee Involvemeant in the performance
of the Group through participation In share schemes
By doing so, the Directors believe that employess'
Interests will be aligned with those of shareholders
Details of options granted under the share option
schemes are set out in note 23 to the financial
staterments Al permanent employees are elgible

to join a scheme

Charitable and Political Donations

The Group made no polical donations dunng the
vear Chantable donations totalled £2,668 dunng

the year (2009 £1,380) The business of the Group
does include the support of charies and therr fund
raising programmes, but this 1s operated solely on

a commercial basis

Employees

The Directors believe thal the Group's employees
are a source of compelitive advantage The Directors
recognise that continued and sustained Improverment
In the performance of the Group depends on its
abllity to attract, motwate and retan employees of
the highest calibre

The Group I1s commitied to the pnnciple of egual
opportunity In employment It seexs to ensure that
no employee or applicant 1s treated less favourably
on the grounds of gender, mantal status, nationality,
race, colour, ethnic or national ongin, religion,
disahilty or sexual onentation or 1s disadvantaged
by conditions or reguirements, including age Imits,
which cannot be objectively justified Entry nto and
progression within the Group are solely determined
by the application of job cmena, personal aptitude
and competence I s the Group's policy to apply

best pracice in the employment of disabled people
Full and far consideration 1s given to every application
for employment from disabled persons whose
aptitude and skills can be utlised N the business

and 1o therr training and career development

Thig includes, wherever possible, the retraning

and retention of staff who become disabled

during therr employment

All staff are informed of matiers concerning
therr interest as employees and the financial
and economic factors affecting the business
Established management communication
channels have been supplemented by menthly
presentations to staff by Directors to explain
developments of particular significance

Environmental Report

The Directors recognise the importance and
responsibiiity of ensuring that the Group's
businesses are conducted with respect and care
for the environment  Environmental management
IS regutarly moniiored by the Board through the
internal control nsk management process

Payments to Creditors

The Company and its subsidianes have a vansty
of payment terms with their suppliers The Group
agrees payment terms with its suppliers when it
enters nto binding purchasing contracts for the
supply of goods and services The Group seeks
to abide by these payment terms when it 1s
satisfied that the supplier has provided the
goods or senvices 1N accordance with the agreed
terms and conditions At 31 March 2010 the
amount of trade creditors shown In the balance
sheet represents 37 days of average purchases
for the Group (2009 44 days) The Company
had no trade credritors at 31 March 2010
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Directors’ Report
continued...

Statement of Disclosure
of Information to Auditors

As far as the Directors are aware there 1s no
Information relevant to the audit of which the
Company’s auditors are unaware and the
Directors have taken all steps that they ought

1o have taken as Directors in order to make
themselves aware of any such relevant information
and to establish that the Company's auditors

are aware of that informaticn

Auditors

A resolution to reappoint BDO LLP as auditors
of the Company, and to authonse the Directars
to set therr fees will be submitted to the
forthcoming Annual General Meeting

Shareholder Relations

The Company holds meetings with its major
instriutional Investors and general preseniations
are gven covenng the intenm and preliminary
resulis The former Chairman, Peter Reynolds,
and the current Chairman, Chnstopher Batterham,
have both met with shareholders and brokers
during the penod under review The Charman

1s avallable to attend presentation mestings

and other presentations on an ongoing basts

All Directors have access to the Company's
nomnated adwvisors who give feedback from
shareholders and recenve copies of broker
update documenis

All shareholders have the opportunity to raise
questions at the Company's Annual General
Meeting, or leave wrtten guestions, which will be
answered In writing as soon as possible At the
meeting the Charman will give a statement on

the Group's performance dunng the year, together
with a staternent on current trading conditions

In addition to regular financial reporting, significant
matters relating to the trading or development of the
business are disseminated 1o the market by way of
Stock Exchange announcements The Company's
Annual Report and Accounts, Intenm Statements
and cther maor announcements are published

on the Company's corporate website at

www eckoh com

Going Concern

Under company law, the Company's Directors are
required to consider whether it 1s apprepriate to
prepare financial statements on the basis that the
Company and the Group are a going concern

As part of ts normal business practice the Group
prepares annual and longer term plans and, in
reviewing this information, the Company's Directors
are satisfied that the Group and the Company
have reasonable resources o enable them to
continue in business for the foreseeable future
For this reason the Company and the Group
continue to adopt the going concern basis N
prepanng the financial statements

By arder of the Board
Adam Moloney

Company Secretary - 18 June 2010




The strategic decisions, such as PCI compliance
and the investment in new technical infrastructure,
are already demonstrating their value and will
ensure that the services provided by Eckoh
remain ahead of those offered by its competitors.
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Eckoh supports Comic Relief

Fckoh provided a number of services for the charity
including real-time card payment processing,
speech recognition enabled transcription

and call routing

These services are based around two of
Eckoh's core products EckohPAY and EckohlD

As part of a wider network, Eckoh provided

the VR component of Spoert Relief’s donation

ne, which was promoted during the Sport Relief
Weekend, which took place on Friday 189th March
through 1o Sunday 21st March 2010 Eckoh's
scalable call handling platform and sophisticated
technology ensured a significant and robust
netwark was avallable for the automated
processing of the donations

The fundraising kit request Iine alowed callers to
request a fundraising pack The service utilised
speech recognition technology to capiure name
and address, and data was transferred daily to
Comic Relief for fulfiment

General enguires from the public were routed
through to the Sport Relief contact centre, where
calls were answered by live advisors The service
gave Comic Relisf the functionality to manage
vanous features, such as the closed tmes and
related messages Messages left out of hours
were delivered direclly to the contact centre team
to ensure responses could be managed efficiently




“Eckoh delivered us a diverse range of sclutions that not only meat all our requirernents,
but also reduced our operational costs through the mplementation of automated
speech recognition technology ”

Caroline Lien,
Operations Direcior, Comic Relief

EckohPAY was successfully used on their behalf to
collect over 38,000 donations totalling over £1.1m
during the Sport Relief weekend in March 2010.

Eckoh Annual Report 2010
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[deal Shopping customers place over a
million orders using Eckoh's service

Ideal Shopping Direct {(ISD), a leading digital retailer, extended its
contract with Eckoh for a further two years until October 2013

The service was onginally l[aunched in

May 2005 for the provision of inbound
telephony The contract was renewed

in May 2008 and the services extended

to also Include advanced speech recognition
and interactive vaice response {(VR) solutions
to smplfy the product ordenng process

and improve customer service The service
15 fully integrated with ISD's database
ensunng that up-to-date information on
products, stock fevels and membership
detalls are availlable

ISD sel's its products to consumers via the
Internet and its four television shopping
channels Ideal World, ldeal Extra, Ideal & More
and Create and Craft - broadcasting to more
than 23 million households In the UK

Dunng penods of high demand and agent
avallability, callers are given the option of
pressing 2 at anylime to beat the queue by
using the Eckeh automated service When
100% of agents are utlised all calls switch
1o the automaied service, which 1s scalable

Eckeh alse provide the Customer Service line
for ISD Improvements have been introduced
to allow new customers to register more easlly
and provide existing customers access to
detailed information on product tracking

The Orderine and Customer Service ings
have provided 15D with the capability to
deliver a much improved customer service




"Customer service I1s a vital part of our strategy whilst mantaning operational
efficiency and Eckoh have a crucial role to play in helping us to fuliil this We are
exiremely pleased with the services that have been delivered and we're thrilled to
have extended our relationship with Eckoh and to be able to continue working with
them to extend the automated services for our customers ”

David Peck,
Head of Customer Service, Ideal Shopping Direct
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Corporate Governance

Compliance Statement

The Board of Eckoh plc recegnises its responsibiliies
to mantain high standards of corporate govemance
throughout the Group The Board continues to give
careful consideration to the prnnciples of corporate
governance as set out n the Combined Code
published by the Financial Services Authority,
although as a company listed on AIM 1t 1s not
required to comply writh the Combined Code

The Company 18 committed to complying with

the Combined Code so far as 1s practicable

and appropnate for a public company of its size
and nature

Board of Directors

The Charrman s responsible for the effecive
running of the Board of Directors The Board
currently has four members, compnsing the

Non Executve Chairman, the Chief Exacutive,
the Group Finance Director and a Non-executive
Director The Board has considered the
independence of ts Non Executive Chairman,
Christopher Batterham, and after due consideration,
has concluded that he 1s Independent He does
not have any Involvement in the day-to-day
management of the Company or its subsidianes

The biographical details of the Board members
are set out on page 19

There 1s a schedule of formal matters specifically
reserved for the full Board's consideration, including
a polrey enabling Directors 1o take independent
professional advice in the furtherance of therr duties
at the Company's expense The Board programme
IS designed so that Directors have a regular
opportunity to consider the Group's strategy,
polictes, budgets, progress reports and financial
position and to arnve at a balanced assessment

of the Group's position and prospects  In addition,
strategic develepments are on the agenda at each
Board mesting and are subject to further ad hoc
review by the Board as tnggered by relevant
extemal factors Also, where appropnate, the
Board programme also includes a day set aside
purely for strategic review and planning

The Company has a clear divisicn of responsibility
between the roles of Charman and Chief Executive
within the business

The Non Executve Chairman has a responsibility i
ensure that the strategies and policies proposed by
the Executive Directors are fully discussed and
critically examined, not only with regard o the best
long-term interests of shareholders, but alse having
regard to the Company's relationships with its
employees, customers and supplers The Board and
its Committees are supphed with information and
papers to ensure that all aspects of the Company's
affars are reviewed on at least an annual basis




Corporate Governance
continued, .

Day-to-day management of the business i1s delegated
to the Management Team, now consisting of the two
Executive Direciors and certain senior managers,
which meets monthly The Board 1s dependeant on
the Management Team for the provision of accurate,
complete and timely information and the Direciors
may seek further Information where necessary

The Charrman 1s respensible for ensunng that all
Directors are property bnefed on issues ansing at
Board meetings

Under the Company's articles of association, each
year at least one third of the Directors must retire and
submit themselves for re-election by the sharehclders
at the Annual General Meeting The communication
accompanying the Company's Notice of Annual
General Meeting sets out reasons for the Board's
bebef that the iIndividual should be re-elected

Eckoh Annual Report 2010
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Corporate Governance
continued...

Board Committees

Certan responsibilities are delegated to the Remuneration and Audt Commitises Both commitiees have
wiitten terms of reference, which define therr authoriies, duties and membership

Audit Committee

The Audit Committee 1s responsible for reviewing the following

* gccounting procedures and controls,

» financial nformation published by the Group, Including the Annual Report,
Preliminary & Intenm Statements and on the Company’s website,
» nsk management and the eifectveness of the Group's system of Intermal financiat control,
» the terms of reference for the Group's external valuers, and
* the results and effectiveness of the Company’s external audit

The Audit Commitiee formally met twice during

the penod under review, with no absentees

Adam Moloney, the Group Finance Director,
attends all Audit Comrmittee meetings by invitation
and provides advice to the Committee where
approprate The Chief Executive Officer was
invited to and attended both meetngs The
Company's auditors attended both meetings

and the Committee considered reports 1ssued by
them The auditors have direct access to the Audit
Commitiee without the presance of an Executive
Director The Committee reviews the effectiveness
of the Company's internal financial controls by
reference to reports from the external auditors

The Committee also reviews the scope and results
of the external audit as well as iis cost effectiveness

The Audit Committee annually reviews the requirement
for an intemal full-tme audit function The Committee
has decided that none 1S necessary at present
Instead, other monitonng processes have been
apphed to prowde assurance io the Board that the
sysiem of intemnal control 1s functioning satisfactority
Interal controls are discussed under the intemal
control and nsk management section below

Internal Control and
Risk Management

The Directors formally acknowledge their responsibility
for establishing effective intemal control within the
Company In this context, control 1s defined as those
policies, processes, tasks and behaviours established
to ensure that business objectives are achieved

most cost effectively, assets and shareholder value
are safeguarded and laws, regulations and policies
are complied with

The Board has put in place a system of intermal
controls, set within a framewaork of a clearly defined
organisational structure, with well understood lines of
responsibility, delegation of authonty, accountability,
policies and procedures, which 1s supported by
traming, budgeting, reporting and review procedures

A long-term business plan and an annual operating
budget are prepared by management and are
reviewed and approved by the Board prior to the
commencement of each financial year Monthly
reporting and analysis of results agamst budget,
nsk assessment and related internal controls and
torecasts are receved, discussed by management
and reported formally to the Board Informal reviews
take place more frequently




Corporate Governance
continued...

There are ongoing processes for identifying,
evaltating and managing the Company's
significant nsks and related ntemal controls which
are Integrated Into the Company's operations
Such processes are reported 10, and reviewed by,
the Board at each meeting These processes have
identified the nsks most important to the Company

Remuneration Committee

The prncipal objectives of the Remuneraticn Committee are to review ihe performance of the Executive Directors

(business, operational, financial and compliance),
determined the financial Implcatons, and assessed
the adequacy and effectiveness of thar control
The reporting and review processes provide routine
assurance to the Board as to the adeguacy and
effectiveness of the ntermal controls

and make recommendations to the Board on matters relating to their remuneration and terms of employment

Directors’ remuneration for the financial year was as follows

Name Salary and fees Bonus Other benefits 2010 Total 2009 Total
£'000 £°000 £'000 £'000 £'000
C Ansell () 18 . - 18 -
C M Batterham (i) 28 - - 28 -
J P Hennigan fin) 251 - 253 194 ’
A P Moloney (v} 118 - 13 131 168
N B Phipot 207 - 209 268
H R P Reynolds (v) 90 - - 90 73
Total | 712 - 17 729 703

The information contained in this table has been audited

Notes

() C Ansel was appointed as a non Executive Director on 7 July 2009
() CM Batierham was apponted as non Executive Director on 15 July 2009 and further appointed as

Non Executive Chairman on 11 September 2009

(#} JP Henmgan resigned as a Director on 21 December 2009 Included within the salary and fees figure
1S an amount totaling £163,000 which was paid after the date of his resignation as a drector in connection
with a compromise agreement and his contractual 12 month notice penod

(v Included within the other benefits paid to A P Moloney 1s an employer pension coninbution of £12,000
(2009 £12,000) There were no other pension costs dunng the year

(v} HRP Reynolds formally resigned as Non Executive Chairman and Director on 17 September 2009
Included withuin the salary and fees figure 1s a payment in respect of his contractual 12 month notice
penod of £75,000 agreed in June 2009 HRP Reynolds continued in his role as Non Executive Chairman
without further payment from 30 June 2009 until he formally resigned on 11 September 2009

Gaing on the exercise of share options In the year ended 31 March 2010 totalled £nil {2009 £l
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Corporate Governance
continued...

Remuneration and Service Contracts

A thorough review of the remuneration and struciure of the Board has taken place dunng the financial

year resulting in the basic cost of the Board being reduced by 28% from £586,000 to £407,000

The remuneration of NB Philpot and AP Molcney 1s determined by the Remuneraton Committee

Dunng the year, ndependent professional advice has been ganed to assist in determining Executive
remuneration Remuneration Committee considers that both executive Directors are salaned appropnately
and does not propose an increase in salary for ether Director Netther executive Director has besn awarded
an increase n salary since Apnl 2007 Both executive directors have service contracts which are terminable
on twelve month's notice

Both non-executive Directors have service contracts terminakble on six month's notice

Bonus Arrangements

There is an annual bonus scheme for executive Directors of up to 60% of salary, payable in cash
Payments under the bonus scheme in 2009/10 were dependent on the achievement of profits targets
exceeding market expectation Whilst signidficant progress has been made i ihe business dunng the

year and profits targets have been achieved, bonuses were 1o be funded from any excess of achievement
above target As targets were met, but not exceeded, bonus payments have not been awarded in respect
of the year to 31 March 2010 (2009 NB Phipot £59,000, AP Moloney £36,000) Bonus payments in
2010/11 will be based on a seres of targets to be set by the Remuneration committee which will

more accurately reward good performance

Long-term Incentive Arrangements for Directors

1,000,000 share options were granted under the Eckoh plc Share Option Scheme (1999)
on 5 March 2010 to both remaining executive directors These were the first share option
awards made since July 2007

The remuneration committee considers that both executive directors are currently insufficiently
incentvised io deliver long term shareholder value, and to ensure that therr interests are
comprehensively algned with shareholders interests, 1t 1s Intended that a Long Temn Incentive Plan
("LTIP") will be developed during the coming months which will agdress the siiuaiion

Nomination Committee

The nomination commttee meets at least once a year and 1s responsible for reviewang the size,
structure and composition of the board and making recomimendations to the boarg f it considers
that any changes are requived It has a formal procedure for appeiniments to the board

[ )




Eckoh has a clear vision and path for future growth and success
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Swine flu information service for the
Department of Health and COl

Eckoh has been working with the Department of Health (DH)
and the Central Office of Information (COI), the Government's
centre of excellence for marketing and communications,

for over 4 years in their Pandemic Influenza preparedness.

Eckoh were contracted to design, develop
and ithen host an interaciive telephone
information service to deal with a pandemic
situation The service was designed so that
it could be activated at extremely short
notice and was provided In siandby mode
N early 2009

On the 26 Apnl 2008 the COIDH requested
that the service go live Eckoh ensured that

the service was updaied with the relevant
nformation and the service was ready 10 take
calls that same day A TV, radic and pnnt media
campaign was organised by the COYDH to
adveriise the number with the first Iive calls
being taken on the 30 Aprl

The service allowed callers to obtain information
on swine flu, what to do if you think you had
contracted it, how to prevent contracting it, and
what action the Government was taking It also
alowed the caller to request an information
leaflet in a vanety of languages and accessibiliy
formats including brall and large type, during
2009 Eckoh handled over fifteen and a half
thousand requests for the ieaflets The caller's
name and address details were taken
automatically using EckohiD, an automated
speech recognition solution for captunng

name and address information

The service handled over 1 million calls since
its launch with the busiest day on the 14 July,
which saw the service take over 58,000 calls.,




Driving exceptional customer service with a
speech-enabled branch locator solution

Eckoh successfully renewed its contract with Enterprise Rent-A-Car,
the UK's leading specialist in personal, business and replacement car
hire, for the provision of Eckoh’s speech-enabled locator service,

EckohLOCATE.

Based on Eckoh's spectalist spesch recognition

scofiware, callers are able to say the name of
a town and EckohLOCATE will identfy the
nearest Enterpnse branch within a five mile
radius of that location — providing detalls such
as branch address, opening hours and contact
informaticn as well as the option to connect
through directly to the branch The Enterprise
National Reservations Number 1s avaliable 24
hours a day, 7 days a week and, since its
faunch n Ociober 2004, has handled more
than 1 &5 millon call minutes

In the UK, Enterpnse s the sole specialist in
providing replacement vehicles and courtesy
cars, which are relied upon in the event of an
accident Enterprise, which was established in
the UK In 1894, has rapidly expanded and
currently has over 330 locations across

the UK, with more than 3,000 staff

By using FckohLOCATE, Enterpnse contaci
centre agents are able to focus on more
complex calls and in-store quenes whilst
routine and repetitive requests for basic
nformation are handled by the service
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"A leve! of service that exceeds our customers' expectations has
always been at the heart of the Enterpnse brand and Eckoh continue
to ensure that we provide our customers with a fast, efficient and
gasy-to-use branch locater service "

Partht Cumarasamy,
[T Director — Europe, Enterpnse Reni-A-Car

The Enterprise National Reservations Number
s available 24 hours a day, 7 days a week
and, since its launch in October 2004, has
handled more than 1.5 million call minutes.
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Statement of Directors’ Responsibilities

The directors are responsible
for repanng the annual report
and the financial statements
In accordance with applicable
law and regulations.

Company law requires the directors to prepare
financial staternenis for each financial year

Under that law the directors have elected to
prepare the group financial statements
accordance with International Financial Reporting
Standards (FRSs} as adopted by the European
Unwon and the company financial statements

In accordance with Uniied Kingdom Generally
Accepted Accounting Practice {United Kingdem
Accounting Standards and applicable law)

Under company law the directors must not approve
the financial statements unless they are satisfied
that they give & true and far view of the state of
affairs of the group and company and cf the profrt
or loss of the group and company for that penod
The directors are also required to prepare financial
staterments In accordance with the rules of the
London Stock Exchange for companies trading
securties on the Allernative Investment Market

Website Publication

In prepanng these financial statements,
the directors are required to

¢ select sutable accounting policies and then
apply them consistently,

* make Judgements and accounting estimates
that are reasonable and prudent,

¢ state whether they have been preparad In
accordance with IFRSs as adopted by the
Furopean Union, subject to any matenal
departures disclosed and explained in the
financial statements,

s prepare the inancial statements on the going
concemn basis unless it s mappropnate to
presume that the company will continue In
busness

The directors are responstble for keeping adequate
accounting records that are sufficient to show and
explain the company's transactions and disclose
with reasonable accuracy at any time the financial
position of the company and enable them t¢
ensure that the financial statements comply with
the regurrements of the Companies Act 2006
They are also responsible for safeguarding the
assets of the company and hence for taking
reasonable steps for the prevention and

detection of fraud and other mregulanties

The directors are responsible for ensunng the annual report and the financial statements are made
avallable on a website Financial statements are published on the company's website n accordance
with legislation in the United Kingdom goveming the preparation and dissemination of financial statements,
which may vary from legislation in other jJunsdictions The mantenance and integnty of the company's
website 1s the responsibility of the directors The directors' responsibiity also extends to the ongoing

integnty of the financial staiements contained theremn




Audit Report for Eckoh plc

Independent Auditor's Report to
The Members of Eckoh plc

We have audied the financial statements of

Eckoh plc for the year ended 31 March 2010
which compnse the consolidated statement

of comprehensive Income, statement of financial
postiion, statement of changes in equity, statement
of cash flow, and the related notes The financial
reporting framework that has been appled in the
preparation of the group financial statements 1s
applicable law and International Financial Reporting
Standards {IFRSs) as adopted by the European
Urion The financial reporting framework that has
been applied in the preparation of the parent
company financial statements 1s applicable law
and United Kingdom Accounting Standards (United
Kingdom Generally Accepted Accounting Practice)

This report 1s made solely to the company’s
members, as a body, in accordance with Chapter
3 of Part 16 of the Companies Act 2006 Our audit
work has been undertaken so that we might state
to the company’s members those matters we are
requrred to state to them 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 body, for our audt work,
for thus report, or for the opinions we have formed

Respective Responsibilities of Directors
and Auditors

As explained more fuilly In the statement of directors’
responsibiliies, the directors are responsible for

the preparation of the financial statements and

for being satisfied that they give a true and fair view
Our responsibility 15 io audt the financial statements
In accordance with applicable law and International
Standards on Auditing (UK and Ireland) Those
standards require us to comply with the Audiing
Practices Board's {APB's) Ethical Standards

for Auditors

Scope of the Audii of the Financial Statements

An audtt involves obtaning evidence about the
amounts and disclosures In the financial staterments
sufficient to give reasonable assurance that the
financial staterments are free from matenal
misstaternent, whether caused by fraud or error
This includes an assessment of whether the
accounting policies are appropnate to the group's
and the parent company's creumstances and have
been consistently appled and adequately disclosed,
the reasonableness of significant accounting estmates
made by the directors, and the overall presentation
of the financial statements
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Audit Report for Eckoh plc

continued. ..

Opinion on Financial Statements
In our opinion

« the financial staterments give a true and far
view of the staie of the group's and the parent
company’s affars as at 31 March 2010 and
of the group's loss for the year then ended,

+ the group financial statements have been
properly prepared in accordance with IFRSs
as adopted by the European Union,

¢ the parent company’s financial statements
have been properly prepared in accordance with
United Kingdom Generally Accepted
Accounting Practice, and

+ the financial statements have been prepared
In accordance with the requirements of the
Companies Act 2006

Opinion on other matters prescribed by
the Companies Act 2006

In our opirion the information given In the directors’
report for the financial year for which the financial
statements are prepared 15 consistent with the
financial statements

Matters on which we are required to report

by

exception

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

b

adeqguate accounting records have not been kept
by the parent company, or returns adequate for
our audit have not been recewed from branches
not vistted by us, or

the parent company financial statements are
not N agreement with the accounting records
and retumns, or

certan disclosures of directors' remuneration
specified by law are not made, or

we have not recewned all the information and
explanaiens we require for our audit

Richard Kelly (senior statutory auditor)
For and on behalf of BDO LLP,
statutory auditor

Hatfield

United Kingdom

18

June 2010

BDO LLP 15 a Imited habilty partnership registered in
England and Wales {with registerad number OC305127)
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Consolidated Financial Statements

Consolidated Statement of Comprehensive Income

for the year ended 31 March 2010

2010 2009
B o __£'000 £'000
Notes
Continuing operations
Revenue 4 7,923 6,674
Cost of sales (2,226 (2,395)
Gross profit 4 5,697 4,279
Adminustrative expenses before non-recurnng items {5,578) (5,223)
French office closure costs (286) -
Employee restructunng (306) (16)
EGM costs 61) -
Legal settlement - (627)
Aborted transaction costs - (168)
Total Admirustrative expenses 4,6 (6,231) (6,034)
Loss from operating activities 5 (534) (1,755)
Finance mcome 4.9 340 382
Finance expense (3) -
Loss before taxation 4 (197) {1,373)
Taxation 10 - -
Loss for the year from continuing operations (197} (1,373}
Discontinued operations
Post tax profit for the year from discontinued operations 11 79 485
Loss for the year attnbutable to the equity holders
of the parent company {118} {878)
Other comprehensive income
Exchange differences on translating foreign operations (8) (20)
Total comprehensive expense for the year atinbutable
to the equity holders of the parent company (128) (898)
Loss per share {pence} 12
Basic and diluted {0 0B) (0 44)
Loss per share from continung (pence) 12
Bastc and diluted {010 (0 36)
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Consolidated Financial Statements
continued...

Consolidated Statement of Financial Position
as at 31 March 2010

2010 2009
£'000 £'000
Notes
Assets
Non-current assets
Intangible assets 13 599 376
Property, plant and equipment 14 1,160 7i4
Loans and other receivables 17 2,925 1,700
4,684 2,790
~Current assets
Inventones 16 5 4
Trade and other recevables 17 2,490 4,476
Short-term Investments i8 1,821 2,821
Cash and cash equivalents 19 2,067 2,421
Assets held for sale 28 945 -
7,328 | 9,722
Total assets 12,012 12,512
Liabilities
“Current labilibies T
Trade and other payables 20 {1,651) (3,812)
Obligations under finance leases 21 (1) {3
Labilities directty associated with assets held for sale 28 {1,504) -
{(3,156) (3,815)
Non-current habiities
Prowvisions 22 {320) (79)
(320) (79)
Net assets 8,536 8,618
Shareholders’ equity
Share capital 499 499
Caprttal redemption reserve 198 198
Share premium 695 695
Currency reserve (55) 47
Retained earnings 7,199 7,273
Total shareholders’ equity 8,536 8,618

The financial siatements on pages 43 to 76 were approved by the Board of Directors on 18 June 2010
and signed on its behalf by

Adam Moloney — Greup Finance Drrector

44 ____ Eckeh Annual Report 2010




Consolidated Financial Statements

continued ..

Consolidated Statement of Changes in Equity

as at 31 March 2010

Share Capital Share Retained Currency Total
Capital | redemption | premium earnings reserve | shareholders
reserve equity
£'000 £'000 £'000 £'000 £'000 £°000
Balance at 1 Aprl 2008 499 198 695 8,097 (27) 9,462
Total comprehensive expense for percd - - - (878) (20) (898)
Share based payment charge - - - 54 - 54
Balance at 31 March 2002 499 198 695 7,273 (an 8,618
Balance at 1 April 2009 499 198 6395 7,273 (47} 8,618
Total comprehensive expense for penod - - - (118) (3 (128)
Share based payment charge - - - 44 - 44
Balance at 31 March 2010 499 198 | 695 7,199 (55} 8,636
Consolidated Statement of Cash Flows
for the year ended 31 March 2010
2010 2009
Notes £'000 £'000
Cash flows from operating activities
Cash utilised in operations 27 {979) (2,836)
Interest pad 3) -
Taxation - {45)
Net cash utilised in operating actnities (982) (2,881)
Cash flows from investing activities
Purchase of property, plant and eguipment (1,003) {443)
Purchases of intangible fixed assets {380) (383)
Decrease / (Increase) in short-term Investments 1,000 (1,291)
Loans repaid by third parties - 500
Interest receved 396 382
Net proceeds on disposal of business operations 617 1,234
Net cash generated / {utilised) in investing actvities 630 {1)
Cash flows from financing activities
Capital element of finance lease rental payments 2) 4
Net cash utiised in financing actvitigs 2) {4)
Decrease in cash and cash equivalents (354) (2,886)
Cash and cash equivalents at the start of the penod 19 2,421 5,307
Cash and cash equivalents at the end of the period 19 2,067 2,421
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Notes to the Financial Statements
for the year ended 31 March 2010

1. Basis of preparation

The consolidated financial statements of Eckeh ple have been preparsed in accordance with International
Financizl Reporting Standards ('IFRS") These financial statements have been prepared in accordance
with those IFRS standards and IFRIC interpretations issued and effective or 1ssued and early adopted as
at 31 March 2010 as endorsed by the EU

In the curent year the Group has adopted Amendment 1o IAS 23 "Borowing Costs”, Amendment to IFRS 2
"Share-based Payment Vlesting Corditions and Cancellations”, Amendments to 1AS 1 'Presentation of
Financial Statements A Revised Presentation”, Amendments to 1AS 32 and IAS 1 "Puttable Financial
Instruments and Obligations Ansing on Liguidation”, Amendments to IFRS 1 and IAS 27 "Cost of an
Investmeant I a Subsidiary, Jointly Conirolled Entity or Associate”, 1AS 38 and IFRS 7 (Amendments)
"Reclassification of Financial Instruments”, Amendment to FRS 7 "improving Disclosures about Financial
Instruments”, IFRIC 13 "Customer Loyalty Programmes”, IFRIC 15 "Agreements for the Construction of
Real Estate" and IFRIC 16 "Hedges of a Net investment in a Foreign Operation”

IFRS 8 "Operating Segments™ 1s mandatory for penods beginning on or after 1 January 2009 However,
the Group elected to apply the standard early In s financial statements for the year ended 31 March 2008

Nene of these have had a maienal mpact on the resutts or financial position of the Group At the year-end,
the following standards and interpretations, which have not been applied 10 these financial statements,
were In 1Issue but not yat effective

* Revised IAS 24 "Related Party Disclosures”

* |AS 27 (amended) "Consoldated and Separate Financial Statements”

* |AS 39 (amended) "Financial Instruments  Recognition and Measurement - Eligible Hedged ltems"

e [FRS 1 (Revised) "First Time Adoption of Interational Financial Reporting Standards”

» IFRS 3 (revised) "Business Combinations”

* [FRS 2 "Fnancial Instruments”

*  Amendment to IAS 32 "Financial Instruments  Presentation Classfication of Rights Issues”

s Amendments to IFRS 2 "Group Cash-setiled Share Based Payment Transactions”

o  Amendments to IFRIC 9 and IAS 39 "Embeddad Denvatives”

e Amendments to IFRIC 14 "AS 19 - Lmit on a Defined Benefit Asset, Minmum Funding Requirements
and therr Interaction”

¢ |FRIC 17 "Distnbution of non-cash Assets to Owners'

e |FRIC 18 "Transfers of Assets from Customers"

e IFRIC 19 "BExtinguishing Financial Liabilites with Equity Instruments*

The directors’ review newly iIssued standards and inierpretations in order to assess the impact on the
financial staterments of the Group in future penods

These financial staterments have been prepared In accordance with the accounting policies set out
below which are based on the recognition and measurement pnnciples of IFRS Inissue as adopted
by the Europsan Union ("EU") and effective at 31 March 2010
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Notes to the Financial Statements
for the year ended 31 March 2010 continued .

These consolidated financial statements have been prepared under ihe histoncal cost convention,
as madified by the revaluation of avallable-for-sale financial assets, and financial assets and financial
latilties at fair value through profit and loss

The consohdated financial siatements are presented in Pounds Sterling, which 1s the company's
functional currency Al financial Information presented has been rounded to the nearest one thousand

The pancipal accounting policies, which have been consistently applied, are descnbed below

2. Summary of principal accounting policies

Critical accounting policies, estmaites and adjustments

The preparation of financial statements requires the use of certain cntical accouniing estimates It also
requires management to exercise judgerment in the process of applying the Group's accounting policies
Estimates and judgemenis are continually evaluated and are based on histoncal expenence and reasonable
expectations of future evenis Actual resulis may differ from those estimates

The accounting policies cover areas that are considered by the Directors to require estimates and
assumptions which have a significant nsk of causing a matenal adjustment to the camying amounts

of assets and habilities within the next financial year The policies, and the related notes to the financial
statements, are found below

Intanaritle assets note 13
Trade and other recevables note 17
Provisions note 22
Share based payment note 23

Basis of consolidation

The Group financial statements consolidate the accounts of the Company and its subsidiary undertakings
The resulis of subsidianes acquired are Included in the consolidated income statement from the date on
which control passes to the Group and are included until the date on which the Group ceases to control
them Subsidanes are all entiies over which the Group has power to contral the financial and operating
policies so as to obtan benefits from ther actvites Transactions between Group companies are eliminated
on consolidation

investments N subsidary undertakings are accounted for using the purchase method of accounting

The cost of an acquisiion 1s measured as the far value of the assets given, equity instruments i1ssued

and habilties incurred or assumed at the date of exchange, plus costs directiy atirnbutable to the acquisition
Identfiable assets acquired and liabilities and coningent liabilites assumed in a business combination are
measured inihally at therr far values at the acquistion date The excess of the cost of acquisition cver the
far value of the Group's share of the identifiable net assets acquired 1s recorded as goodwill If the cost of
acquisition 15 less than the far value of the Group's share of the net assets of the subsidiary acguired,

the difference 1s recognised directly in the income statement
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Notes to the Financial Statements
for the year ended 31 March 2010 continued...

Intangible assets
(a) Goodwilli

Goodwill represents the excess of the {ar value of the consideration pad over the farr value
attinbutable to the net assets acquired and 1s capitalised on the Group balance sheet

Goodwill 1s not amortised and 1s reviewed for imparrment at least annually Any impairment
Is recognised in the penod in which it is iIndentfied

(b} Intangible assets
Intangible assets acguired by the Group are capitalised at the far value of the consideration paid
and amortised over their expected useful economic ives The expected useful economic ife of
mtangible assets 1s assessed for each acquisition as 1t anses, and is generally assumed to be
three years

(c) Research and development
Research costs are charged to the income statement in the year n which they are incurred
Development expenses include expenses iIncurred by the Group to develop new products and
enhance its systems  Development costs are capitehised as ntangible assets when it 1s probable
that the project will be a success, considenng ts commercial and technological feasibility, and
costs can be measured reliably Development costs that do not meet those cntena are expensed
as ncurred Capitalsed development costs are amortised on a straight ine basis over the estimated
mirimurn duration of the commercial contract that they arose from In the absence of a specific
commercial contract the capitalised development costs are amortised over the estimated useful
Iife of the asset, which 1s generally assumed to be three years

Amortisation 1s charged to administrative expenses In the Income staterment

The camying value of ntangible asseis 1s assessed at the end of each financial year for imparment
See the policy entitled imparment of assets below

impairment of non-financial assets

An mpairment loss 1s recogmnised it the income statement for the amount by which the asset's camyng
amount exceeds Its recoverable amount The recoverable amount 1s the higher of the asset's far value
less costs to sell, and the value-in-use based on an intemal discounted cash flow evaluation For the
purpose of assessing impaiment, assets are grouped at the lowest levels for which there are separately
identifiable cash flows All assets are subseqguently reassessed for Indications that an imparment loss
previously recognised may no longer exist
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Notes to the Financial Statements
for the year ended 31 March 2010 continued. .

Property, plant and equipment
Property, plant and equipment 1s stated at cost or far value at acquisition, net of depreciation and any
provisions for imparment Cost includes expenditure that 1s directly attnbutable to the acquisition of the items

Subsequent costs are Included in the asset's carrying amount or recognised as a separate asset, as
appropnate, only when 1t 1s probable that future economic benefits associated with the tem wall flow
to the Group and the cost of the item can be measured reliably All other repars and maintenance are
charged io the ncome statement dunng the financial penod in which they are incurred

The gain or loss ansing on the disposal of an asset 1s determined by companng the disposal proceeds
and the carrying amount of the asset and 1s recognised in the income statement Depreciation 1s
calculated using the straght-line method to allocate the cost of each asset to its estmated residual
value over Its expected useiul liie, as follows

Fixtures and equipment — between 3 and 5 years
Leasehold improvements — over the term of the lease

Matenal residual values and useiul ives are reviewed, and adjusted If appropnate, at least annually
An asset’s carrying amount 1s wntten down immediately to s recoverable amount if the asset's carrying
amount 18 greater than its estimated recoverable amount

Financial assets

Financial assets include investments in companies other than Group companies, frade and other
recenvables (see separate policy) financial recevables held for investment purposes, treasury shares
and other secunties A permanent imparrment 1S provided as a direct reduction of the secunties account

The Group classiies Its financial assets in the following categones available for sale investments
and loans and recevables The classification depends on the purpese for which the investments
were acquired The classification 13 determined by management at initial recognition

(@) Avalable-for-sale Investments
are non-denvative financial assets that are ether gesignated in this catgory or not classified In
any of the other categones They are included within non-current assets unless management
intends to dispose of the investment within 12 months of the balance sheet date

{b) Loans and receivables
are non-dervative financial assets with fixed or determinable payments that are not quoted In an
active market and with no mtention of trading They are included within current assets, with the
exception of those with matunties greater than one year, which are included within non-current
assets Loans and recewvables are included within trade and other recenvables in the balance sheet
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Notes to the Financial Statements
for the year ended 31 March 2010 continued...

Financial assets continued

Gans and losses ansing from investments classified as avallable-for-sale are recognised 1n the Income
staterment when they are sold or when the investment 1s impaired

In the case of impairment of available-for-sale assets, any 1oss previously recognised in equity 1S transferred
to the Income statement Imparrment losses recognised In the Income statement on equity instruments are
not reversed through the Income statement Impairment losses recognised previously on debt securties
are reversed through the Income statement when the increase can be related objectively to an event
occumng after the mpairment loss was recognised in the Income statemeant

An assessment for mpairment is undertaken annually Management consider the financial iInformation
in respect of entites from which recevables are due

A financial asset 1s derecagmsed only where the contractual nghts to the cash flows from the asset expre

or the financial asset I1s transferred and that transfer qualifies for derecognition A financial asset 1s transferred
if the contractual nghts to receve the cash flows of the asset have been transferred or the Group retains the
contractual nghts to receive the cash flows of the asset but assumes a contractual obligation to pay the cash
flows to one or more recipients A financial asset that 1s transferred qualfies for derecognition if the Group
transfers substantially all the nsks and rewards of cwnership of the asset, or if the Group netther retains nor
transfers substantially all the nsks and rewards of ownership but does transfer control of that asset

Inventories

inventones are valued at the lower of cost and net realisable value The cost of finished goods and work
IN progress compnses design costs, direct labour and other direct costs Net realisable value 1s the
estmated seling price in the ordinary course of business less applicable seling expenses

Trade and other receivables

Trade and other recevables are stated at amortised cost less provision for impairment A provision for the
mparment of frade recenvables 1s made when there 1s objective evidence that the Group will not be able to
collect all amounts due to it In accordance with the onginal terms of those recavables The amount of the
provision is determined as the difference between the asset's camying amount and the present value of
estimated future cash flows, discounted at the effective Interest rate The armount of the provision 1s recognised
in the Income statement Other recevables are stated at amortised cost less provision for iImpainment

Cash and cash equivalents

Cash and cash equivalents compnse cash in hand, deposits held at call with banks, oiher short-term
invesirmenis, with matunties of three months or less that are readily convertible nio known amounts
of cash and which are subject to an insignificant nsk of changes in value and bank overdrafts

Bank cverdrafis are shown within borrowings in current labilities on the balance sheet
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Notes to the Financial Statements
for the year ended 31 March 2010 continued...

Short-term investments

Short-term nvestments compnse funds which have been invested in short-term deposit accounts with
maturiies of less than twelve months and amounts held in escrow Gredit and guidity nsk management
1s described in note 3

Equity

Equity compnses the following

Share capital - represents the nominal value of ordinary shares

Capital redemption reserve - represents the mantenance of capital following

the share buy back and tender offer

Share premium reserve - represents consideration for ordinary shares n

excess of the nominal value

Currency reserve - represents exchange differences ansing on consoldation

of Group companies with a functicnal currency different 10 the presentation currency
Retained earnings - represents retained profits less losses and distnbutions

Foreign currency transactions

(a) Functional and presentation currency
ltems included in the financial staterments of each of the Group's entities are measured using the
currency of the primary eccnomic environment In which the entity operates (the functional currency’)
The consoldated financial statements are presented in Sterling, which 1s the Group's functional and
presentation currency

(b) Group companies

The results and postition of all Group companies that have a functional currancy different

from the presentation currency are translated into the presentation currency as follows

{n assets and habilites are translated at the closing rates of exchange rulng at the balance sheet date,

{n Income and expenses are translated at the average exchange rates If however the average
exchange rate s not a reasonable approximation of the exchange rates prevailing on the date
of the transactions, the Income and expenses are translated at the exchange rates at the
transaction dates, and

{m) resuling exchange differences are recognised as a separate component of eguity

Differences on exchange ansing from the retranslation of the net investment in foreign entrties are taken
to shareholders eqguity on consolidation When a foreign entity 15 sold, such exchange differences are
recognised 1n the ncome statement as part of the profit or loss on disposal

Goodwill and far value adustments ansing on the acquisiion of a foreign entity are treated as assets
and lzbilties of the foreign entity and as such are translated at the closing rate
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Notes to the Financial Statements
for the year ended 31 March 2010 continued...

Leases

Leases are classified as finance leases whenever
the terms of the lease transier substantially all the
nsks and rewards of ownership to the lessee

All other leases are classtiied as operating leases

Assets held under finance leases are recognised
assets of the Group at ther farr value or, if lower,

at the present value of the minimum lease payments,
each determined at the inception of the lease

The coresponding liability to the lessor 1s included

In the balance sheet as a finance lease obligation
Lease payments are apportioned between finance
charges and reduction of the lsase obligation so as
to achieve a constant rate of interest on the remaning
balance of the hability Finance charges are charged
directly against Income

Rentals payable under operating leases are charged
to income on a straight-line basis over the term of the
relevant lease Benefits received and recevable as an
incentive to enter into an operating lease are also
spread on a straight-line basis over the lease term

Employee benefits

(a) Pensions
The Group operates a group personal pension
scheme The assets of the schemes are
held separately from those of the Group In
independently administered funds Contributions
payable are charged in the Income statement
in the year n which they are incurred

Eckoh Annual Report 2010

Provisions

Prowistons are recognised when the Group has
a present legal or constructive abligation as a
result of past events, it 1s more likely than not
that an outflow of resources will be required to
settle the obhgation, and the amount has been
reliably estmated Provisions are not recognised
for future operating losses

Provisions are measured at the present value of
management’s best estimate of the expenditure
required to settle the present cbligation at the
balance sheet date The discount rate used
reflects current market assessments of the time
value of money and the nsks specific to the liatlity

(b) Bonus schemes
The Group recogrises a lability and an expense
for bonuses payable o 1) employess based on
a formula that takes in to account gross proftt,
and 1} senior management and executive
drrectors based on a formula that takes in to
account operating profit A provision 1s
recognised where there I1s a past practice
that has created a constructive obligation




Notes to the Financial Statements
for the year ended 31 March 2010 continued...

{c) Share-based payments
From time to time on a discretionary basis, the Board of Directors award high-perfarming employees
bonuses n the form of share options  The options are subject to a three year vesting penocd and thelrr
fair value 1s recognised as an employee bengfits expense with a corresponding increase in equity over
the vesting penod The far value of share options granted 1s recognised within staff costs with a
corresponding INCrease IN equity The procesds receved are credited to share capital and share
premium when the options are exercised

The far value of share options was measured using the QCA-IRS option valuer using the
Black-Scholes formula, taking into account the terms and conditions upon which the grants
were made The amount recognised as an expense 1s adjusted 1o reflect the actual number of
share optons that vest except where forfeiture 15 only due 1o share pnces not achieving the
threshold of vesting

[FRS 2 has been applied to all options granted after 7 November 2002 which have not vested on
or before 1 Apnt 2008 A deferred tax adustment s also made relating 1o the intinsic value of the
share options at the balance sheet date (see separate policy)

As aresult of the grant of share options since 6 Apnl 1993 the Company will be obliged to pay
gmployer's National Insurance contnbutions on the difference between the market value of the
underiying shares and therr exercise pnce when the options are exercised A provision 1s made
for this llability using the value of the Company’s shares at the balance sheet date and 1s spread
over the vesting period of the share options

(d) Employee Share Ownership Plan
The Group's Employee Share Ownership Plan (ESOP') 1s a separately administered trust The assets
of the ESOP compnse shares in the Company and cash The assets, abilites, Income and costs
of the ESOP have been included in the financial statements In accordance with SIC 12, ‘Consolidation -
Special purpose entities’ and 1AS 32, Financial instruments  Disclosure and Presentation’
The shares in the Company are Included at cost to the ESCP and deducted from shareholders'
funds When calculating earnings per share these shares are treated as if they were cancelled
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Notes to the Financial Statements
for the year ended 31 March 2010 continued...

Revenue recognition

Revenue represents the far value of the sale of
goods and services, net of Value-Added Tax,
and after eliminating sales within the Group
Revenue 1s recognised as follows

Speech Solutions build fee revenue 1s recognised

on delivery and acceptance of the speech application
Call revenue from speech serices 15 recognised
when the Group has determined that users have
accessed Its services via a telephone carmer network
and/or ithe Group's telecormmunication call processing
equipment connected to that network In the event
that buld, call and mantenance revenue are Included
In the same contract, each component part 1S
separately valued and indmdual component revenues
are recognised when that component 1s delivered

Client MR revenue 1s recogrised when the Group has
determined that users have accessed s serices
via a telephone camer netwaork and/or the Group's
telecommunication call processing equipment
connected to that network Cost of sales includes
out-payments due to clients, production costs and
faciity costs, and 1s expensed In the accounting
penod In which the related revenues are generated

Non-recumng items

The Group presents as non-recumng items on the
face of the Income statement those matenal rems
of expenditure which because of their nature and/
or expected infrequency of the events gving nse
to them, ment separate presentation to allow
shareholder to understand the elements of
financial performance In the penod, so as to
faciitate companson with prior penods

Finance fee income

Finance fee income is crediied o the ncome
statement over the term of the loan so that the
amount credited 1s at a constant rate on the
carmying amourit of the recevable

Taxation
Current tax 1s the tax currently payable based
on taxable profit for the year

Deferred taxation 1s prowvided in full, using the
hability method, on temporary differences ansing
between the tax bases of assets and liabilties
and their camying amounts in the consolidated
financial siatements Deferred tax 1s not provided
If it anses from mital recognition of an asset or
llabilty in a transaction, other than a business
combination, that at ihe time of the transaction
affects neither accounting nor taxable profit or
loss Deferred tax 1s calculated at tax rates that
are expected to apply to ther respective penod
of realisation, provided they are enacted or
substantively enacted at the balance shest date

Deferred tax assets are recognised to the extent
that 1t 1s probable that future taxable profit will be
avallable aganst which the temporary differences
can be utlised

Deferred tax on temporary differences associated
with shares in subsidiaries 1s not provided If reversal
of these temporary differences can be controlled
by the Group and 1t 1s probable that reversal will
not occur In the foreseeable future

Changes in deferred tax assets or habiltiss are
recognised as a component of tax expense In
the iIncome staterment, except where they relate
to tems that are charged or credited directly to
eqguity n which case the related deferred tax s
also charged or credited directly to equity




Notes 1o the Financial Statements
for the year ended 31 March 2010 continued...

Financial habilities

Financial llabiliies are obhgations to pay cash or other financial assets and are recognised when
the Group becomes a paity to the contractual provisions of the instrument Financial hlabilities
are stated at amorbised cost

A financial liability 1s derecognised only when the oblgation 1s discharged, 1s canceled or it expires

Non-current assets held for sale and disposal groups
Non-cument asseis and disposal groups are classified as held for sale when

* They are avallable for mmediate sale,

+ Management 1s committed 1o a plan to sell,

* |t 1s unlkely that significant changes to the plan will be made or that the plan will be withdrawn,

* An active programme to locate a buyer has been intiated,

* The asset or disposal group 1s being marketed ai a reasonable pnce in relation to its far value, and
» A sale s expected to complete within 12 months from the date of classffication

Non-current assets and disposal groups classified as held for sale are measured at the lower of

e Ther carmying amount immediately pnor 1o being classified as held for sale In accordance with
the group's accouning policy, and

¢ Far value less costs to sell

Following therr classification as held for sale, non-current assets {ncluding those in a disposal group)
are not depreciated

The resuits of operations disposed dunng the year are included n the consolidated statement of
comprehensive income up to the date of disposal

A discontinued operation 1s a component of the Group’s business that represents a separate major
ine of business or geographical area of operations or I1s a subsiciary acqguired exclusvely with a view
to resale, that has been disposed of, has been abandonead or that meats the cntena to be classiiied
as held for sale

Discontinued operations are presented In the consolidated statement of comprehensive income
(including the comparative penod) as a single line which compnses the post tax profit or loss of the
discontinued operation and the post-tax gain or loss recogrised on the re-measurement {o far value
less costs to sell or on disposal of the assets/disposal groups constituting disconinued operations
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Notes to the Financial Statements
for the year ended 31 March 2010 continued...

3 Financial nsk management

The operations of the Group expose 1t to a vanety of financial nsks liquidity nisk, interest rate nsk and foreign
curency nsk Policies for managing these nsks are set by the Board following recommendations from the
Group Fnance Director All financial nsks are managed centrally The policy for each of the above nsks 1s
descrbed in more detall below

The Group's financial nstruments compnge cash, short-term deposits, finance leases and vanous tems,
such as recevables and payables that anse directly from its operations |t 18, and has been throughout
the year under review, the Group's policy that ne trading In financial Instruments shall be undertaken
Similarly the Group did not undertake any financial hedging arrangements durng the year under review
The year-end position reflects these poficies and there have been no changes In policies or rsks since
the year-end

Interest rate nsk

The Group principally finances its operations through
shareholders’ equity and working capital The Group
had no borrowings dunng the year, other than finance
leases and its only materal exposure to interest rate
fluctuations was on its cash deposits, short-term
deposits and the Redstone plc recevable

Liguidity risk

Through detalled cash fiow forecasting and capital
expenditure planning, the Group monitors working
capital and capital expenditure reguirements ang
through the use of roling short-term nvestments
ensures that cash 1s avalable to meet obligations as
they fall due Cash at bank 1s pooled and invested
In overnight money market accounts and deposits
The Group’s ireasury policy requires that surplus The Group has adapted a sensitvty analysis that
funds are Invested in short-term {less than 12 months)  measures changes in the far value of financial
deposit accounts with banks or bulding societies Instruments and any resultant impact on the

that can demonstrate governmental support, mncome staiement of an INcrease or decrease

to ensure that funds are avalable to mest of 2% in market Interest rates

current and future operating requirements

56

2% decrease
In interest rates

2% Increase
i Interest rates

£'000 £'000
(Cecrease)/increase n far value of loans and other recevables (57} 57
{Decrease)/increase In far value of short-term investments 21 21
Impact on income statement (loss)/gan (78) 78
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Notes to the Financial Statements
for the year ended 31 March 2010 continued...

Foreign currency nsk

The Group's pnncipal exposure to exchange rate
fluctuations anses on the translation of overseas
net assets, profits and losses Into the presentation
currency This nsk s managed by taking differences
that anse on the retranslation of the net overseas
invesiments to the currency reserve Foreign
currency nsk on cash balances 1s momtored
through cash flow forecasting and curency 18

held In foreign currency bank accounis only to

the extent that it 1s required for working capital
purposes No sensitvity analysis 1S provided In
respect of foreign currency sk as due to the
Group's working capital management practices,
the nsk 1s considered to be immatenal

Capital management

The Board's policy 1s to mantain a strong capital
base with the joint objectives to maintam investor,
creditor and market confidence and to sustain
future development of the business Capital
compnses all components of equity (| e share
capital, capital redemption reserve, share prermum
and retaned eamings) The Board manages

the capital structure and makes adjustments as
regurred in the light of changes in economic
conditions The Board may retum capital o
shareholders, 1ssue new shares or sell assets

in order to mantain capital

Credit nsk management 1s descnbed in note 17

Categones of financial assets and financial liabilities

Loans and recevables
2010 2009
Current financial assets £'000 £'000
Trade recevables (note 17) 1,217 1,020
Other recevables (note 17) 45 27
Leans and recewvables (note 17) 2 1,620
Short-term investments (note 18) 1,821 2,821
Cash and cash equivalents (note 19) 2,067 2,421
Total current financial assets 5,152 7,909
Non-current financial assets
Loans and recevables (note 17) 2,925 1,700
Total non-current financial assets 2,925 1,700
Total financial assets 8,077 9,609

Financial labilities

All financial labiities held by the Group are measured at amortised cost and compnse trade payables
of £501,000 (2009 £1,980,000), other payables of £302,000 {2009 £27,000} and obligations under
finance leases of £1,000 (2008 £3,000) See notes 20 and 21 for further details
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Notes to the Financial Statements
for the year ended 31 March 2010 continued. .

4. Segment analysis

Following the post year end disposal of the Client IVR busingss, the Group's continuing operations represents
a single integrated business with only one reportable segment In addition, there are no matenal foreign entities
and revenug I1s denved entirely from the UK therefore segmental information by geographical aréa 1s therefore
not presented This analysis reflects the way that financial information 1s reported internally within the Group
The staternent of financial posttion 1is not split by segment for internal reporting purposes Continuing operations
In the table below are represented by the Speech Solutions diviston with discontinued operations represented
by the Client VR division

Continuing Discontinued Total

operations operations
2010 £'300 £'000 £000
Revenue 7,923 8,769 16,692
Gross profit 5,697 1,227 6,924
Administrative expenses (6,231) (1,206) (7.437)
Net interest recevable 337 58 395
{(Loss)/profit before taxation (197} 79 (118)
Taxation - - -
(Loss)/profit after taxation {118) 79 (118)

Continuing Discontinued Total

operations operations
2009 £'000 £'000 £'000
Revenue 6,674 12,435 18,109
Gross profit 4,279 1,890 6,169
Administrative expensas {6,034) (1.272) {7,300)
Net interest recevable 382 51 433
(Loss)/prafit betore taxation (1.373) 669 (704)
Taxation - (45) (45}
Post tax gain from disposal
of operations - (129 (129)
{Loss)/profit after taxation {1,373) 495 (878)
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tn 2000/10, there were two customers which Indmdually accounted for more than 10% of the total revenue
of the continuing operations of the company (2008/2 three customers) Revenue from these customers I
2009/10 totalled £2,550,000 {(2008/9 £3,380,000)




Notes to the Financial Statements
for the year ended 31 March 2010 continued. ..

5. Loss from coperating activities

2010 2009
The Group's operatlngﬁo?s 1S arrived at after charging o £'000 £'000
Employee benefits expense (nots 7) T 3,242 3,034
Depreciation (note 14) 529 474
Amortisation (note 13) 157 ) 121
Operating lease payments - property 464 501
Office closure costs (note 6) 286
Restructuring costs (note 6) 306 16
EGM costs {note 6) T 61 -
Litigation costs (note 6) - 627
Aborted corporate transaction costs {note 6) - 168
Property reorganisation costs - 131

6 Non-recurring items

Dunng the year ended 31 March 2010, the Board took decisions for the long term benefit of the Group which
resulted In non recumng rtems of expenditure The largest dem arose from costs relating to the closure of the
Eckoh France SAS subsidiary Due to increased costs ansing from the unfavourable exchange movement
against the Euro, the company will close with effect from 30 June 2010, and a full provision has been made In
the 2009/10 financial year to cover the estimated costs relating to the closure The total cost of closure durng
the year amounted 1o £286,000 largely represented by the costs of the employee severance agreements

On 21 July 2008, the Group's largesi shareholder requistioned a Generat Meeting to remove the Charman,
Peter Reynolds, who had already announced his resignation on 16 July 2009 They also sought to appoint
Mr John Samue!l as Chairman and Director of the Group  All resolutions proposed were rejected at the
iMeeting held on 4 September 2009 but the meeting resulted In costs ansing of 61,000

Also included wathin exceptional costs were severance costs of Directors, Jm Hennigan and Peter Reynolds
as well as ancther employee who was made redundant dunng the year These costs totalled £306,000 dunng
the year ended 31 March 2010

Durning the year ended 31 March 2009, the Group incurred some non recurmng items of expenditure
The largest tem was £627,000 relating to the iinal settlement of a claim made by Channel Four Telewsion
Corporation in relation to the *Richard and Judy” programme There were alsc £168,000 of aborted
corporate transaction costs and £16,000 of employee restructunng costs
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Notes to the Financial Statements
for the year ended 31 March 2010 continued...

7. Employee benefits expense

2010 2009
£'000 £'000
Wages and salaries 3,019 2972
Less Internal development costs capitalised In the year (267) (3286)
Amortisation of internal development costs 144 29
Socral secunty costs 296 300
Pension costs 6 5
Share based payments 44 54
3,242 3,034

The Directors’ report on page 20 provides further detalls on the Directors’ emoluments The average
number of people (including executive directors) employed by the Group dunng the year was

2010 2009

Number Number

Techrical support 28 35
Customer services 21 15
Administration and management 36 36
85 86

8. Auditor remuneration

Dunng the year the Group obtained the following services from the Group’s auditor
at costs as detailed below

2010 2009
£'000 £'000
Fees payabls for the audit of the parent company and consolidated accounts 25 25
Fees payable for other services
The audtt of subsidiary undertakings compnsing continuing operations 42 43
The audt of subsidiary undertakings comprsing discontinued operations 2
Services relating to aborted transaction due diligence - 3
Taxation services 6 50
Jotal fees payable to the Group's auditor 75 123

The fees payable for the audit of the parent company and consolidated accounis are borme
by a subsidiary undertaking
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Notes to the Financial Statements
for the year ended 31 March 2010 continued...

9. Finance income

2010 2009
Continuing operations £'000 £'000
Bank interest recewable 36 247
Interest recevable on loans and other recevables 66 135
Arrangement fees on loans 238 -
340 asz

Discontinued operations
Interest recenable on loans and other receivables {note 11) 58 51
| 398 433

Dunng the year endad 31 March 2010, the 1erms of aloan of £2,700,000 outstanding from

Aedstone plc were renegotiated

The key terms of the renegotiated loan are as follows  Eckoh will recerve arrangement fees totalling

* 21,000,000 15 repayable on 1 Cctober 2011
and the balance of £1,700,000 1s repayable
on 1 October 2012

s Interest 15 payable monthly m arrears at
2% over the Bank of England base rate

¢ Eckoh will be granted secunty which wili
be subordinated to Barclays Bank PLC
and the holders of the Loan Note
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£530,000 as a result of agreeing these revised
terms Of this, £305,000 has been paid with

a final payment of £225,000 due when full
repayment of the loan 1s made in October 2012
In accordance waith the accounting policy,
£350,000 of the arangement fee will be
recognised in the Income statement across
the remaining term of the loan
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Notes to the Financial Statements
for the year ended 31 March 2010 continued...

10. Taxation
2010 2009
Continuing operations £'000 £'000
Current tax - -

Deferred tax . .

Taxation - -

The tax charge for the year 1s different o the standard rate of corporation tax In the UK (28%)
The driferences are explaned below

2010 2009
Continuing operations £°000 £'000
Loss on ordinary activities before taxation (197) (718}
Loss on ordinary activities multiplied by rate of corporation tax
in the UK of 28% (2009 28%) (55) (201)
Effect of expenses not deductible for tax purposes 14 7
Effect of capital allowances in excess of depraciation 148 7
Effect of ncome not chargeable to tax 24 (12}
(Utlisation of) / unutiised tax losses (131) 199
Current tax charge for the year - -

No deferred tax assets have been recogrised in respect of tax losses and oiher temporary differences on

the grounds that there 1s insufficient ewidence that the assets will be recoverable Unprovided deferred taxation
assets total £6,444,000 (2009 £6,597,000) in respect of trading losses and £8,768,700 (2009 £8,768,700)
In respect of capital losses of which £6,277,000 (2009 £6,277,000) are restncted In addrtion, there are other
temporary tming differences resuling In unprovided deferred tax assets of £616,000 (2009 £456,000)
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Notes to the Financial Statements
for the year ended 31 March 2010 continued...

11. Post tax profit for the year from discontinued operations

Discontinued operations relate to the Client VR division of Eckoh UK Limited and three trading
dwisions of Eckoh Projects Limited (formerly Connection Makers Limited), a wholly owned subsidiary

On 28 May 2010, the Company announced that it had reached agreement to sell the Client VR
dmsion of Eckoh UK Limited to Telecom Express Limited in return for 27 5% of the issued share
capital of Telecom Express Limited The Board decided that it washed to Tocus efforis on the growth
of the Speech Solutions business and that the Client VR division would have a greater opportunity
for future success If It were to become part of a larger businass

The loss on discontinued operations relates 1o the disposal of the three trading divisions of
Eckoh Projects Limited in the year ended 31 March 2008 and can be detalled as follows

2010 2009
Profit from disposal of operations £'000 £'000
Consideration
Deferred cash (30} (150)
Cash consideration (30} (150)
Discounting on deferred cash - 21
Net consideration receved (30) (129)
Pre and post-tax loss from the disposal of operations | (30) (129}
No cash or cash equivalents was disposed of with the sale of these operations (2009 £nil)
2010 2009
Trading resuit of discontinued operations £°000 £'000
Revenue 8,769 12,435
Cost of Sales (7.542) (10,545)
Gross Profit 1,227 1,890
Administrative expenses (1,206) (1.272)
Interest receivable 58 51
Profit before taxation 79 669
Taxation - (45)
Post-tax profit for the year from discontinued operations 79 624
Post-tax loss from the disposal of operations - {129)
79 4395
Basic and diluted earnings per share {note 12} 0 04 pence 0 25 pence
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Notes to the Financial Statements
for the year ended 31March 2010 continued. ..

11. Post tax profit for the year from discontinued operations continued

The taxation charge In the year ended 31 March 2009 1s an adjustment in respect of the pnor year

The cash flow statement ncludes the following amounts relating to discontinued operations from
the sale of the Clieni IVR dimvision

2010 2009
£'000 £°000
Operating activities (502) (1,689)
Investing activities (28) -
Net cash utiised in discontinued operations (530) (1,689}

12. Eamings per share

Basic eamings per ordinary share 15 calculated on the basis of the weighted average number of ordinary
shares of 199,688,710 (2009 199,688,710) in 1ssue durning the year ended 31 March 2010 after
adusting for shares held by the Employee Share Ownership Plan of 70,866 (2009 70,866) and the
loss for the penod atinbutable to equity holders of the parent of £126,000 (2009 loss of £898,000)

In calculating diluted eamings per share, the weighted average number of ordinary shares In 1ssue,
after adjusting for shares held by the Employee Share Ownership Plan is further adjusted to include

the dilutive effect of potential crdinary shares The potential ordinary shares represent share options
granted o employees where the exercise price 18 less than the average market pnce of ordinary shares
in the perod The total number of options IN 1ssue 1s disclosed N note 23 The dilutive effect of potental
ordinary shares outstanaing at the end of the year 1s 2,000 (2009 nil)

2010 2009
Denominator ‘000 ‘000
Weighted average number of shares in issue in the penod 199,760 199,760
Shares held by employee ownership plan (71) (71}
Number of shares used in calculating basic earnings per share 199,689 199,689
Dilutive effect of share options 2 -
Number of shares used in calculating diluted earnings per share | 199,691 | 199,689
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Notes to the Financial Statements
for the year ended 31 March 2010 continued...

13. Intangible assets

Internally Other
developed intangible
computer assets
Group Goodwill software Total
£'000 £'000 £:000 £'000
Cost
At 1 Apn! 2008 15,922 470 18 16,410
 Addwons - 7T T e T T 2 ] ses
At 31 March 2009 15,922 851 20 16,793
Additions - 380 - 380
At 31 March 2010 15,922 1,231 20 17,173
Amortisation
At 1 April 2008 15,922 359 15 16,296
Charge for the year - 119 2 121
At 31 March 2009 15,922 478 17 16,417
Charge for the year - 156 1 1657
At 31 March 2010 15,922 634 18 16,574
Carrying amount N
At 31 March 2010 - 597 2 599
At 31 March 2009 - 373 3 378
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Notes to the Financial Statements
for the year ended 31March 2010 continued...

14. Property, plant and eguipment

Fixtures and equipment
Cost £'000
At 1 Apnl 2008 4,918
Additions 443
Disposals (291}
At 31 March 2009 5,070
Additions 1,003
Disposals (29)
Transfer to assets held for sale (30)
At 31 March 2010 6,014
Depreciation
At 1 April 2008 4175
Charge for the year 474
Disposals (293
At 31 March 2009 4,356
Charge for the year 529
Disposals (29)
Transfer to assets held for sale @
At 31 March 2010 4,854
Carrying amount
At 31 March 2010 1,160
At 31 March 2009 714

The carrying amount of property, plant and eguipment Includes £nit (2009 £3,000} In respect of assets
held under finance lease contracts The depreciation charge in respect of assets held under finance
lease was £3,000 (2009 £4,000)
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Notes 1o the Financial Statements
for the year ended 31March 2010 continued...

15, Investment in subsidiary undertakings

The following are the pnncipal subsidiary undertakings of the Group

Subsidiary undertakings Country of incorporation Principal activities Percentage of share capital held
Eckoh UK Limited England and Wales | Speech Solutions 100%
and Chent {VR
Eckoh France SAS France Speech Solutions 100% (1)
and Chent VR
Eckoh Enterprises LBG England and Wales Dormant 67% & 33% (1)
Eckoh Projects Limited England and Wales Non trading 100%
Avorta Limited England and Wales Dormant ) N 100% (i)
Eckoh Technologies Limited England and Wales Dormant 100% (i)
inteliplus Group Limsted England and Wales Dormant 100%
Intelhplus Limrted England and Wales Non Trading 100% (i)
Medius Networks Limited England and Wales Non Trading 100% ()
Telford Projects Limited England and Wales Dormant 100%
Swwwoosh Limited England and Wales Dormant 100% (i)
365 Isle of Man Limited Isle of Man Dormant 100% (i)

(i} Share capital held by a subsidiary undertaking

All companies have March year-ends All rading companies cperate principally in theirr country of incorporation

16. Inventories

2010 2009

£'000 £'000

Work in progress 5 4
5 4
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for the year ended 31 March 2010 continued...

17 Trade and other receivables

2010 2009
Current £'000 £'000
Trade recevables 1,336 1,051
Less provision for mpairment of recenvables (72) (31)
Net trade recewvables 1,264 1,020
Loans and receivables 2 1,620
Other recevables 43 27
Prepayments and accrued mncome 1,181 1,808

2,490 4,476
Non-current
Loans and recewvables (note 28) 2,925 1,700

2,925 1,700

The Directors' consider that the carrying value of the trade and other recevables approximate to therr far value

Credit nsk 1s the nsk of financial loss to the Group

if a customer or counterparty to a financial instrument
fals to mest its contractual okligations Credit ngk
anises principally from the Group's trade and cther
recevables Concentrations of credit nsk with respect
to trade recevables are Imited due to working capital
practices of the market sector and the Group,

and the nature of the Group's customer base

The working capital practices of the market sector
within which the Group operates are such that the
mayornty of the trade recevables balance 1s due from
the telephony camers under a self bill agreement
The working capital practices of the Group follow

the PhonePayPlus regulations, making out-payments
to clients once the relevant trade receivable has been
receved For other trade recevables, the reputable
nature of the Group’s current customer base imits
exposure to credit nsk At 31 March 2010, trade
recewnables that are past due but not mparred
represent £19,000 or 1 5% of the total trade
recevables (2009 £158,000 or 15 0%) The past
due balance of £18,000 represents recenvables

thai are between 80 and 90 days past due {2009

£158,000 60 to 80 days past due) Managerment
beleve that the current provision for the impairment
of recevables need not be Increased on the basis
of therr histonc expenence and current knowledge
oi customers and amounts due The movement on
the provision in the year relates io the mparment of
an £41,000 recenvable from ACP Retal Limited who
have entered iNto adminisiration (2009 iImpairrment
of £5,000 due to an imparred recevable)

As part of the financing arrangements for the
acquistion of Anglia Telecom Centres Limited in Apnl
20086, Eckoh plc loaned Symphony Telscom Holdings
plc (*Symphony”) £7,500,000 £3,500,000 was repad
dunng May 2006 Cn 18 July 2006, the date of the
disposal of Symphony, amounts due to Eckoh plc
totalled £700,000

This amount was added to the prncipal of the

loan, bnnging the loan to £4,700,000 Since the
commencement of the loan £2,000,000 of capital
repayments have been made However, no capital
repayments were receved during the year ended 31




Notes to the Financial Statements
for the year ended 31 March 2010 continued. ..

March 2010 (2008 £500,000) In September 2009
It was agreed that the loan should be transferred to
the acquirer of Symphony, Redstone plc ("Redstone”}
and repayment of the remaning capital amount of
£2,700,000 could be deferred to be repaid in two
instalmenits, of £1,000,000 in October 2011 and
£1,700,000 n October 2012 As part of the
agreement, arrangement fees totaling £530,000
were agreed £180,000 was pad in July 2009 and
recognised in full dunng the 2009/10 financial year
The remaining fee of £350,000 1s to be pad I

two Instalments with the first receved In September
2009 of £125,000 and the final instalment of
£225,000 to be pad with the final capital payment
in QOctober 2012

As at 31 March 2009, the balance on the loan to
Redstone totals £2,827,000 (2009 £2,722,000)

£2,000 (2009 £1,022,000) 1s reported within other
recenvables due within one year and £2,925,000

18. Short-term investments

{2009 £1,700,000) 1s reported wiihin other
recenvables due after one year The loan now bears
interest ai 2% above the Bank of England base rate
and interest 15 payable monthly In arrears The loan
15 secured on the assets of Redstone Interest
receivable and arrangements fees from the loan
recognised during the year ended 31 March 2010
amounted to £304,000 (2009 £135,000) The
effective rate of interest 1s 2 08% (2009 4 54%)

Included within loans and recewables as at 31 March

2009 1 consideration paid for the Connection Makers

TV and Chat divisions totalling £nil {2008 £456,000)
Znil (2009 £456,000) 1s recognised within loans
and recevables faling due within one year These
recevables were discounted at 10%

The discount rate of 10% used in relation to the
Connection Makers deferred consideration has
been selected by assessing receivables with a
simitar nsk profile

2010 2009
£'000 £'000
Sterling 1,821 2,821
1,821 2,821
Fixed rate 1,504 2,504
Floating rate 317 317
1,821 2,821

Of the amount presented within short-term investments, £316,600 (2008 £316,600) represents an amount
held in escrow n connection with a client contract The amount will become avallable within three moenths of
the contract termination, expiry or re-negotiation Short-term deposits have an average matunty of 4 months
(2009 3 months} The average interest rate on shori-term depostts dunng the year was 1 49% (2009 4 95%)
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Notes to the Financial Statements
for the year ended 31 March 2010 continued...

19. Cash and cash equivalents

2010 2009

£'000 £'000

Sterling 2,027 2,409
Euro 44 12
2,087 2,421

Floating rate 2,067 2,421
2,067 2,421

Cash and cash eguivalents compnse cash held by the Group Surplus cash 1s placed In an interest beanng
account The average nterest rate on the interest beanng account dunng the year was 0 47% {2009 4 13%)

The Group's financial nsk management 18 disclosed In note 3

20. Trade and other payables

2010 2009
£'000 £'000
Trade payables 501 1,980
Other payables 302 27
Other taxation and social security 375 447
Accruals and deferred income 473 1,358
1,651 3,812

All of the amounts above are payable within one year and are less than three months old at the year end
(2009 £48,000 of the payable balance was more than three months old at the year end)

The Group's exposure to hquidity nisk 1s disclosed In note 3
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Notes to the Financial Statements
for the year ended 31 March 2010 continued. ..

21. Obligations under finance leases

2010 2010 2009 2009
Minimum lease | Present value of | Minimum lease Present value of
payments minimum lease payments minmum lease
payments payments
£'000 £'000 £'000 £°000
Amounts payable under
finance leases
Within one year 1 1 3 3
B 1 i 3 3
Less future finance charges - -
Present value of lease oblgations 1 3
Less amount due for settlement
within one year {(shown under
current llabilities) 1 3
Amount due for settlerent
after one year - -
22. Provisions
Provisian for French office
Dilapidations closure Total
£'000 £'000 £'000
At 1 April 2009 79 - 79
Provided in year - 280 280
Utiisation in year (39) - 89
At 31 March 2010 40 280 320

The dilapidation prowvision will not be payable untl the end of the lease on the Group’s Telford House offices
In 2015 £39,000 of the prior year proviston was uliised on termination of the lease relating to premises in

Dudley, West Midlands

The Group 1s committed to closing the office of Eckoh France SA {see note 6) The provision of £280,000
15 ta cover the estimated costis of employee redundancy and associated premises and legal costs
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Notes to the Financial Statements
for the year ended 31March 2010 continued...

23 Share based payment

The Eckoh plc Share Option Scheme (the Scheme'} was introduced in November 1939 Under the Scheme
the Board can grant options over shares in the Company to Group employees The grant prnice of share
options Is the middle market quotation price as denved from the Dally Official List of the London Stock
Exchange on the date of the grant The contractual Ife of an option 1s ten years Options granted under

the Scheme become exercisable subject to the share pnce exceeding RPI plus 15% after the third
anniversary of the grant date Exercise of an option 1s subject to continued employment, with certan
exceptions, as specified in the Scheme rules

The Eckoh plc Enterprise Management Incentive Scheme (fihe EMI Scheme') was introduced n February
2007 Under the Scheme the Board can grant options over shares In the Company to Group employees

The grant price of share options 18 the middle market guotation pnce as derved from the Daiy Official List of
the London Stock Exchange on the date of the grant The contractual Iife of an option 1s ten years Options
granted under the EMI Scheme become exercisable subject to the percentage growth in earnings per share

in the three years following the year of grant being at least 5% (compounded] per annum Exercise of an option
1s subject to continued employment, subject 1o certain exceptions as specified In the EMI Scheme rules

The Eckoh plc Share Incentive Plan (the SIP) was introduced in Aprl 2007 Under the SIF, employees can
buy partnership shares worth up to up to £1,500 per annum and receive matching shares in the ratio of 2 1
by complating the parinership/matching share agreement The purchase price will be the prevailing marxet
price on that day when the shares are purchased The SIP trustees buy shares twice a year Subject to
continuing employment, within three years of purchase partnership shares can be withdrawn from the SIP
with a corresponding charge to Income tax and national insurance however the assocciated matching shares
can net be wathdrawn within the first three years  Subject to contnuing employment, between three and five
years of the purchase date, both partnership and matching shares can be withdrawn from the SIP with a
corresponding charge to Income tax and national msurance  Subject to continuing employment, five years
after the purchase daie, both partnership and matching shares can be withdrawn from the SIP without a
carresponding charge to income tax and national nsurance Both parinership and matching shares can be
withdrawn from the SIP within five years of the purchase date without a corresponding charge to income tax
and national Insurance subyect to employment terminating for certan reasons as specified under the SIP rules

Eckoh Annual Report 2010




Notes to the Financial Statements
for the year ended 31 March 2010 continued...

The farr value of share options granted under the Scheme, the EMI Scheme and the SIP was measurad using
the QCA-IRS option valuer based on the Black-Scholes formula, taking into account the terms and conditions

upon which the grants were made The far value per option granted and the assumptions used in the

calculation are as follows

31 Jul 2007 5 March 2010
Share price (pence) 8 50 50
Exercise price (pence) 875 513
Number of employees 21 21
Shares under option 4,525,000 4,500,000
Vesting period {years) ) 3 3
Expected volatility 43% 43%
Option life (years) 10 10
Expected life {years) 3 3
Risk free rate 5 49% 283%
Expected dividends expressed as a dividend yield - -
Faur value per option (pence} 2893 156

The expected volatiity 1s based on historical volatiity over the last three years The expected Iife 1s the average
axpected penod to exercise The nisk free rate of return 18 the yield on zere-coupon UK government bonds of

a term consistent with assumed option ife A reconctliation of option movements over the year to 31 March

2010 1s shown below

2010 2009

Number of | Weighted average Number of | Weighted average

share options exercise price | share options exercise prce

Qutstanding at 1 April 13,292,637 824 14,902,250 832
Granted 4,500,000 513 - -
Forfeited (357,970) 927 (1,609,613) 904
Qutstanding at 31 March 17,434,667 609 13,292,637 824
Exercisable at 31 March 8,634,667 794 8,767,637 797
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Notes 1o the Financial Statements
for the year ended 31 March 2010 continued...

23. Share based payment continued

2010 2009
Weighted average remaining life Weighted average remaining Iife

Range of | Weighted | Number | Expected Contractual | Weighted | Number Expected | Contractual
exercise average |of shares average | of shares
prices exercise {000’s) exercise {000%)
{pence) price pnce

(pence) (pence)
45-65 513 4,500 29 99 - - - -
65-85 732 | 6,054 - 31 734 | s167 I
85-105 875 6,050 - 68 B75 6,275 08 78
105-125 1075 830 - 27 1075 830 - 37
165-200 1675 1 - 12 1985 21 - 02

The total charge for the year relating to employee share based payment plans was £44,000
{2009 £54,000) alt of which related to equity-settled share based payment transactions

24, Pension commitments

The Group operates a group personal pansion schems and, 1N addition, the subsidiary company Eckoh UK
Limited operates a defined contribution pension scheme The assets of the pension schemes are held
separately from those of the Group In independently adrmimistered funds The pension charge represents
contributions payable by the Group to the funds There were no outstanding or proposed contrbutions at
the balance sheet date

25 Related party transactions JP Hennigan resigned as a Director on 21 December
2009 Included within the salary and fees figure
Eckoh plc 1s the parent and ultimate controling s an amount totalling £163,000 which was paid
company of the Eckoh Group, the consolidated after the date of his resignation as a director n
financial statements of which include the results connection with a compromise agreement and his
of the followng subsidiary undertakings (note 16) contractual 12 month notice penod HRP Reynolds

formally resigned as Non Executive Charman and
* Eckoh UK Limited Director on 11 September 2009 Included wathin
* Eckoh France SAS the salary and fees figure 1s a payment in respect of
* Eckoh Projects Limited his contractual 12 month notice penod of £75,000
¢ Inicliplus Limited agreed N June 2008 HRP Reynolds continued in
* Medius Networks Limited his role as Non Executive Charrman without further
payment from 30 June 2009 until he formally
Each subsidiary 1s 100% owned by the Eckoh Group  resigned on 11 Sepiember 2009
and 1s considered to be a related party
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Notes to the Financial Statements
for the year ended 31 March 2010 continued...

Directors and key management Includes the staff costs of the Directors' and the Management Team

2010 2009
Directors and other key management £'000 £'000
Wages and salaries 898 890
Social security costs 120 132
Pension costs 12 12
Share based payments 35 43

1,066 1,077

The aggregate Directors’ emoluments are shown in the 1able below An analysis of Directors’ emoluments
15 Included in the Directors’ Report on page 20

2010 2009

Directors’ £'000 £°000
Aggregate emoluments 729 703
729 703

26. Operating lease commitments

The Group had total annual commitments under non-cancellable operating leases as follows

2010 2009
£'000 £'000
Land and buldings
Expining within one year 487 397
Exprring within two to five years 865 504
Expiring after five years - 79
1,352 } 980

The pnncipal property under operating lease 1s the Group's head office in Hemel Hempstead for which the
annual operating lease charge1s £103,000 The term of the lease covers the penod to 21 March 2015

The Group also have an operaiing lease for a data centre In Heathrow, London at which some of its call processing
platform 1s located The term of the lease covers the penod to July 2012 at a cost of £384,000 per annum
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Notes to the Financial Statements

for the year ended 31 March 2010 continued...

27. Cash flow from operating aclivities

76

2010 2008

£'000 £'000
Cash flows from operating activibes
Loss after taxation (118) (878)
Loss on disposal of business operations 30 129
Interest income (398} (433)
Interest paid 3 -
Taxation recognlsea- In Income s;atement - 45
Depreciation of property, plant and equipment 529 474
Amortisation of intangible assets 157 121
Share based payments 44 54
Exchange differences (8} (20
Operating profit / (loss) before changes in working capital and provisions 239 (508)
(Increase) / decrease In inventories (1} 9
{Increase) / decrease in trade and other receivables (801) 1,687
Decrease In trade and other payables (657} (4,086)
Increase In provisions 241 62
Net cash utiised in operating activities (979) (2,836)

28. Assets held for sale
Further disclosure on the assets held for sale can be found in note 11

2010 2009

£'000 £'000
Net book value of property, plant and equipment 28 -
Current Assets
Net trade recevables 78 -
Other recevables 832 -
Prepayments and accrued income 7 -
Total Assets held for sale 945 -
Current Liabilities
Trade payables 702 -
Other payables 18 -
Accruals and deferred income 784 -
Total liabilities directly associated with assets held for sale 1,504 -
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Company Financial Statements

Prepared under UK GAAP

Company balance sheet as at 31 March 2010

Company number 3435822

2010 2009
Notes £'000 £'000

Fixed assets
Investments il 5,043 5,451

5,043 5,451
Current assets
Debtors amounts fallng due within one year 1l 35 1,240
Debtors amounts fallng due after more than one year n 2,927 1,700
Short-term investments 1,503 2,504
Cash at bank and in hand 1,144 2,071

5,607 7,515
Creditors amounts falling due within one year v (301) (10)
Net current assets 5,306 7,505
Total assets less current habilities 10,349 12,956
Net assets 10,349 12,956
Capital and reserves
Called up share capital ViVl 499 499
Capital redemption reserve vill 198 198
Share premium account Vil 695 695
Share based payment vl 209 209
Profit and less account il 8,748 11,355
Total shareholders’ funds 10,349 12,956

The financial statements on pages 77 to 82 were approved and authonzed for 1ssue by the Board of Directors

on 18 June 2010 and signed on its behalf by

Adam Moloney
Group Finance Director
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Notes to the Company’s Financial Statements

For the year ended 31 March 2010

Principal Accounting Policies

Basis of accounting

The financial statements for the Cormpany have
been prepared on the going concern basis, under
the histornical cost convention and in accordance
with the Companes Act 2006 and applicable
Accounting Standards in the United Kingdom

The principal accounting policies adopted by
the Company are described below

Investments

Long-term investments, held as fixed assets, are
stated at cost less provision for any ipaiment
In value

Deferred taxation

Deferred taxation 1s recognised in respect of all
tming differences that have onginated but not
reversed at the balance sheet date, where
transactions or events that result in an obligatton
to pay more tax in the future or a nght to pay less
tax in the future have occurred at the balance
sheet date

A net deferred tax asset is regarded as recoverable
and therefore recognised only when, on the basis

of all avalable evidence, t can be regarded as mare
likely than not that there will be suitable taxable profits
against which to recover camed forward 1ax losses
and from which the future reversal of underlying
timing differences can be deducted

Deferred tax 1s measured at the average fax
raies that are expected to apply in the penods
in which the iming differences are expected
o reverse, based on tax rates and laws that
have been enacted or substantively enacied
by the balance sheet date Deferred tax s
measured on a non-discounted basis

Related party transactions

FRS 8, ‘Related Party Transactions', requrres ihe
disclosure of the details of matenal transactions
between the reporting entity and related parties
The Company has taken advantage of exemptions
under FRS 8 not to disclose transactions between
Group companies

Share based payments

The Company operates a share option scheme which
glliowed certain Group employees to acgure shares
In the Company The far value of sharg options
granted 1s recognised within the staff costs of the
relevant group company with a corresponding
mncrease in equity The farr value 1s measured at

grant date and spread over the penod up to the

date when the recipient becomes uncondtionally
entitled to payment

The far value of share options was measured using
the QCA-IRS option valuer using the Black-Scholes
formula, taking into account the terms and conditions
upan which the grants were made The amount
recognised as an expense Is adjusted to reflect the
actual number of share options that vest except
where forfeiture 1S only due to share pnces not
achieving the threshold of vesting

FRS 20 has been applied to all options granted

after 7 Novernber 2002 which have not vested on
or before 1 January 2006 A deferred tax adjustment
1S also made relating to the intnnsic value of the
share options at the balance sheet date

As a result of the grant of share options since

8 Apnl 1999 the Company will be obliged to pay
employer's National Insurance contributions on the
difference between the market value of the underlying
shares and their exercise pnce when the options are
exercised A provision 1s made for this lability using
the value of the Company’s shares at the balance
sheet date and Is spread over the vesting penod

of the share options The provision 15 held by the
relevant group company who employs the share
opton holders
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Notes to the Company's Financial Statements
For the year ended 31 March 2010 continued .

Cash flow statement
The cash flows of the Company are inciuded n the consolidated cash flow statement on page 22

i. Operating expenses

Staff costs

Detalls of the Directors’ emoluments are given in the Directors’ Report on page 8 The Director's
remuneration costs are borne by a subsidiary undertaking The Company did not incur any staff
costs durng the year (2002 £nil) The average number of employees employed by the company
dunng the year was 4 {2009 4)

Services provided by the Group's auditor

Fees payable for the audit of the parent company and consolidated accounts of £25,000
(2009 £25,000) were bome by & subsidiary undertaking

il. Fixed asset investments

31 March
2010
£°000

Cost
At 1 April 2008 5,451
Additions 44
Impairment 452)
At 31 March 2010 5,043

Following final payment ansing from the disposal of the Chat and Television business dmvisions and write
off of inter-company debt dunng the year ended 31 March 2010, an impairrment charge of £452,000 was
recognised in respect of the investment in Eckeh Projects Limited
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Notes to the Company’s Financial Statements
For the year ended 31 March 2010 continued...

Addions n the year represent the accounting charge for share options issued by the parent
company to employees of subsidiary undertakings

The following are the principal subsidiary undertakings of the Company

Subsidiary Country of Principal Percentage of share

undertakings incorporation activities capital held

Eckoh UK Limrted England and Wales Speech Solutions 100%
and Client IVR

Eckoh France SAS France Speech Solutions 100%*
and Client IVR

Eckoh Projects Limited England and Wales IVR Services 100%

* Share capital held by a subsidiary undertaking

The Company also holds 100% of the 1ssued share capital of nine non-trading or dormant companies,

not shown above

All trading companies operate principally In their country of incorporation and have March year-ends

iil. Debtors

31 March 31 March

2010 2009

£°000 £'000

Other debtors 28 1,048
Amounts due from subsidiary undertakings - 181
Prepayments and accrued income 7 11
Amounts due within one year 35 1,240
Other debtors 2,925 1,700
Amounts due after more than one year 2,925 1,700

The amounts due after more than one year relate to amounts dus from Redstone plc

{see note 17 of the consoldated financial staterments}
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Notes to the Company’s Financial Statements
For the year ended 31 March 2010 continued...

. Creditors: amounts falling due within one year

31 March 31 March
2010 2008
£:000 £'000
Other creditors 3M 10
301 10
v. Provisions for liabilties and charges

2010 2009
£'c00 £°000

Total unprovided deferred tax assets are as follows
Tax losses avallable 1,382 767
Unprovided deferred tax asset 1,382 767

No deferred tax asset has been recognised on the grounds that there 1s nsuficient evidence that
the asset will be recoverable

vi. Loss of Holding Company
The Directors have taken advantage of the exemption avallable under section 408 of the Companies Act 2006

and have not presented a profit and loss account for the Company alone Dunng the year ended 31 March
2010 the Company made a loss of £2,647,000 (2009 £4,328,000)
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Notes to the Company's Financial Statements
For the year ended 31 March 2010 continued...

vil, Share capital

Allotted, called up and fully paid
Date of 1ssue and share type Number of shares Nominal value
£'000
Ordinary shares of 0 25p each
As at 1 Apri! 2009 199,688,710 499
As at 31 March 2010 199,688,710 499
viii, Share capital and reserves
Share Capnal Share Share Profit and
capital redemption premium based loss
reserve account payment account
£'000 £'000 £'000 £'000 £'000
Balance at 1 April 2009 499 198 695 209 11,351
Loss for the year - - - - (2.647)
Share option charge - - - - 44
Balance at 31 March 2010 499 198 695 209 8,748

ix. Share options and share based payments

Share oplions and share based payments are disclosed in note 25 to the consolidated financial statements

X Related party transactions

The Company has taken advantage of the exemption conferred by FRS 8 that transactions between

wholly owned Group companies do not need to be disclosed

JP Henmigan resigned as a Director on 21 December 2009 Included wathin the salary and fees figure 1s an
amount totalling £163,000 which was paid after the date of his resignation as a director in connection with a

g ___ Eckoh Annual Report 2010

compromise agreement and his contractual 12 month notice pencd HRP Reynolds formally resigned as

Non Executive Chairman and Director on 11 September 2008 Included within the salary and fees figure 1s a
payment In respect of his contractual 12 month natice penod of £75,000 agreed in June 2009 HRP Reynolds
continued In his role as Non Exacutive Chairman without further payment frorm 30 June 2009 until he formally
resigned on 11 September 2009 The current directors of Eckoh plc receive all contractual payments through
the wholly owned subsidiary, Eckoh UK Limiied, but have employment contracts with Eckoh plc
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