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ONLIN

One of the top 15 business travel agents in the UK
utilising award winning TicketWindow E-Commerce Technology.

"Seaforths On Lline, a fravel booking product, is the greatest innovation in travel since
the Wright Brothers. We have made significant reductions in cost as well as
management time.”

Fraser Innes, Managing Director
Petroline Wellsystems

One stop shop travel reservations. Internet access o 650 airlines, 43,000 hotels and

more then 2 million special and package fares. Best Deals available for business and
leisure travellers.

"The TelMe.com and TelMe Global Traveller brands are achieving rapid sales growth

which should be further accelerated through its recently announced agreements with
Telewest, Egg and Freeserve.”

e. farebase

Providers of confent and technclogy to the travel industry.

Citywire.co.uk
31.3.00

"Our parinership with Farebase has enabled us to grow and prosper in this fast
changing world of information technology.”

John Flin, Managing Director
Wallace Arnold Worldchoice
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&) GB Information Management

Market leading database solutions providing a unique combination of data, software

and services to support leading edge and large-scale customer relationship management
programmes.

"GB Information Management are key in the consultancy and analyiical market place.”

Database Marketing
- Jan '00

Y datacare

The leading independent provider of telephone numbering services
fo corporates.

Q3L

«business information

Comprehensive information for businesses online, company
information and credit checking, market research tools and
comprehensive business and customer direciories.
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CHAIRMAN'S STATEMENT

QOVERVIEW
During the year your company has made significant progress. The
financial highlights of the year were:

® The Group operating loss for the veor belore the amortisation of
P op g ¥
goodwill and other inlangibles wos £1.4 million {1999: £3.1

millicn].

® Cash chsorbed by cperations for the full year was £C.7 million
11999 £1.8 million). In the last six months the Group moved
wowards profifcbitity and generated cash of £0.2 millien from
operations.

® Gross sales increcsed to £51.6 million [1999: £31.7 million] ond
turnover was £14 million {1999 £10 million].

® Caosh balences ot 31 March 2000 were £4 million [1999: £4
million}. ShortHerm borrowings were £1.4 million {1999: £1.1

million] giving net cash balances available to the Group of £2.6
millicn {1999 £2.9 million).

GROUP REVIEWW

The Group has three operating divisicns:

® Customer Information & Database Management {CIDM)
® Online Services

® Corporate Travel

CIDM

This division is represented by GB information Monagement and
Datacare. It provides nome address and telephone number data
capture, management and enhancement software and services and is
used by businesses lo validate names, addresses and telephone
numbers. Bureau and dola onalysis services are also provided which
enable the anclysis and creation of databases for improved consumer
torgeting. Customer dalobase outsourcing, o rapidly growing service,
allows corporates with large databases to outsource the management
and interprelation of their customer datcboses. The division s
performing well and profitably.

ONUNE SERVICES
This division provides the operations and development for the elechionic
commerce activities of the Group. The division provides enline business
information and travel services in both businesstobusiness and
businesstoconsumer markets under the Online brand TelMe. It also
licenses eleclronic commerce systems both in the UK ond oversaas.
Under the Farebase brand it distributes information and technolegy
to the UK travel rrade. In August 1969, the Group launched TelMe
Global Traveller, an Inlernet travel service, which has been developed
using the Ticket Window Technology, acquired o yeor earlier. This
service has ochieved significant success. In November 1999,
annualised gross sales were £ 1million and by May this year, they had
grown to £5million. This division is currently loss making os a result of
the investment in research and developmeni and promalicnal
expendilure needed 1o establish the new products.

CORPCORATE TRAVEL

Corporate Travel Ts represented by Seaforths Travel limited which is
one of the top 15 business travel agents in the UK. The division's
performance eorlier in the yeor was disappointing but in recent months
we have seen a significant improvement and the division has now
moved into profit. Secforths plays a vital role in the booking fulfillment
process ond in providing content for TelMe Global Traveller.



03.31.1997 @ 03311999 CHANGE OF NAME
© 03311998 @ 03312000 In February the Group changed its name from Phanelink ple, which has
ceased to be meaningful in the context of its new aclivities. The new
name, TelMe.com ple, is also the Web oddress of the Group's Internet
trading platform.

60
000 . BOARD APPOINTMENT

In April 2000, the compeny announced the appointment, as a Non-
50,000 N Executive Director, of John WalkerHowarth. John had worked with the
Group as an odvisor over a number of years at $.G. Warburg. He is
clso Deputy Chairman of the Tokeover Panel. His experience and
knowtedge will be o great asset 1o the business moving forward.

£000's

PROSPECTS

TelMe.com is now a wellbalanced business with excellent prospects.
The volatility in the market of Internet stocks has cifected the public
perceplion of the company, however, our Internet interests are growing
impressively, operaling alongside our other profitakle interests. It is our
strong expectation that our impraving performance in the year ahead

will create a Group of stability and strength. We are grateful to
Graham Ramsey and his colleagues for their ongoing dedication and

contribution.

Sir G C Brunton
Chairman
14 June 2000

ACQUISITIONS
In November 1999, the Group acquired Farsbase limited, an
information provider to the kavel industry. The company also sells
software to rave! agents and is an imporlant element in our plans to
become a leading Infernet kave! service provider. The Farebuse data
was combined with that of TelMe Global Traveller in mid May to create
a one-stap leisure and business travel service. Farebase is profitable
and growing.

Our strategy for the coming year will be to make futther acquisitions
of profitable businesses where these have clear synergies with our,

g s 20 e e :
existing businesses. a0 N




CHIEF EXECUTIVE'S REVIEW

PDB

ver the last three years the company hes expanded

substantially by aequisiion and organic growth.

Telte com is now a business with an established

customer base and sfrong revenue streams. The

activities of the Group’s three divisions are
complimentary ond interact to service a combined customer base
providing innovative products and proven services in ropidly
expanding markets, both gt home cnd cbroad. The Group s
committed to achieving growth by increcsed e-commerce trading ond
the provision of customer relationship monogement services, We have
fecused technical development in the areos of key compstence and
where ¢ market need is clearly defined.

CUSTOMER RELATIONSHIP MANAGEMENT SERVICE

The year to 31 March 2000 has been a year of substantial re-
structuring and re-organization, which has created a scund platform
for organic growth. In our customer information and database
management division, which is the amalgamalion of DataCare with
GB Information Mcnagement, we identified, that real growth could
be achieved by providing a "Customer Relationship Manogement”
service, following an increasing need for companies 1o collect and
refain detailed knowledge of their customers. Projects have been
underlcken for major companies including Nestle, London Electricity,
W H Smith and Demon Internet. An impertant aspect of this
copability is that as we collect information about our own customers
who vse the TelMe Internet Portal, we have the capability to manage
the dolobase ond apply state of the ot market analysis locls to
expand further our refofionship with existing customers as well as
identifying potential new users.

CORPORATE TRAVEL BIVISION

Following on increase in the activity of established customers the
corporale fravel division comprising Seaforths Travel is now performing
wel, with the acquisition of rew clients and a strengthening of the
management tearm. Recen! success in winning new business in a
compelitive envitonment is due lo the cost saving Seaferths is able to
achieve in annual tavel expenditure for corporate  clients.
TicketWindow technology hos made this possible coupled with
Seaforths’ commitment 16 providing the mest economic business travel
service. The propartion of Iravel booked electronically has continued 1o
incrense during the year further improving the efficiency of our business
and service 1o cur clients.

03.31.1997
03.31.1998
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TRADING AGREEMENTS

Seaforths’ extensive travel experience, its infrastructure geared to
managing lorge nymbers of transactions and the volume of traffic
needed to secure favourable deals with suppliers has proved 1o be o
great asset in the successhul lounch of TelMe Global Traveller. The first
advertisement for this Internet product appeared in early January 2000,
The impact of this highly effective but relatively low budget campaign
has seen a substantial and sustained growth in site visits and bookings.
The range of flights and hotel options available, ease of use and highly
competilive fares has stimuloted posilive press comment. To maximize
brond exposure and drive traffic to the TelMe Global Traveller partal,
we have signed a number of important cffiliate deals. Some of the
betterknown names with whom we have partnership agreements in
place ore Egg, Freeserve, World Online, 1Travel.com {USA] and
Worldechoicetravel [USA) In addition, the development 1o enable
access to TelMe Global Traveller and make bockings via an interactive
television has been completed and an agreement with Tetewest is in
place where TelMe is one of the very first companies offering trave!
services 1o television viewers online. We have also perfected the
technology which enables travel bookings vie o WAP (Wireless
Application Pratocal] phone. This exciting new davelopment will
enchle us 1o exploit the opportunity of this vast potential market,

03.31.1997 ® 0331199
3 03.31.1998 @® 03312000

ACQUISITION OF FAREBASE
During the year we have developed and improved our range of
electronic commerce products and have concentrated cur efforts on
providing technology for the travel industry.  This has resulted in o
refocus of our sales activity to give greater emphasis to the sales of
technology licenses internationally. To accelerate aur progress in this
area Farebase was ocquired in October of last year and iis acquisition
is of great importance to our strategy going forward. Farebase supplies
700 wovel agents in the UK with inventory collected using its
interrogation tocls from lour operctors’ databases of package holidoys,
charter and scheduled flights. The combination of the Forebase and
TicketWindow technology has resulted in improved products for
existing Farebase customers and new products to add to our portfolio
of travel E-commerce technology. The inventory collected will also
appear on the TelMe Global Traveller portal broodening its appeal to
leisure travellers.

TICKETWINDOW

Ecommerce travel technology which includes “TicketWindow”, the
corporate  ravel  booking and  management  scftwore, and
“TicketWindow Internet Booking Engines” has now bean ficensed in the
UK, Europe, and India. Based on cumenl tends we believe that
ongoing sales of these systems will provide o valuable revenve stream.
A lechnology license hos also been agreed with ATP {Nethelands)
encbling them to provide an exclusive fravel service o the Internet
service provider YWorld Online in most Furopean couniries. We have
also signed an exclusive deal with ATP to provide fulfiliment of tickets
for this service in the UK.

STRONGER SECOMND HALF

Results in the second half of the year have been very encouroging
boosted by eleven new dato cutsourcing contracts, increasad travel
boskings generated by elecironic trading and revanue from tavel
technology licensing agreemenis signed both in the UK and averseas.
We are committed to ensuring the Group grows in size and strength
with the capabilily to deliver improved results.

(> ] Ramsey
Chigf Exacutive Officer
14 june 2000
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FINANCIAL AND OPERATING REVIEW

s explained in the Cheirman's siatement ond Chief
Executive's review, the Group further consolidated its
pasition in existing markets during the year and

expanded its activilies thiough ceguisition.

The Group's gross sales and tuinover continued to grow. Turnover
reachad £14 milien compared to £10 milfion in 1999 ard £3.2
milkon in 1998, representing an increase of 335% over two years,

Grass profitability improved during the year and operating expenses
grew less quickly than turnover despite heavy marketing costs for TelMe
Global Traveller towards the year and to yield an operating loss before
the cmortisation of goadwill and other intangibles of £1.4 million
[1999: £3 1 millicn). The retained loss for the year was £2.1 million
(1699 £3 4 million). The second hall of the year saw performance
continue to improve compared fo the first half. Turnover was 20%
higher than the first half, losses were much reduced and the Group's
operations generated cash of £0.2 million compared 1o cesh
absorbed of £0.9 million in the first half.

The Group's cash position and liquidity remained encouraging with
cash balonces of £4.0 milion (1999 £4.0 million} and short term
borrowings of £1.4 million 11999 £1.1 million] giving net cash
bolances available 1o the Group at 31 March 2000 of £2.6 million
{1999 £2.9 million).

GROSS SALES

Gross sales represent the value of goods and services invoiced 1o
customers for which the Group is responsible. This includes the value of
amounts invoiced for bought in services from aiflines and cther
operalors which are charged on to customers by the Corporate Travel
division ond the Online Services division. The Group earns
commissions and fees as o result of generating gross sales. These
commissions and fees are disclosed under turnover for the Group.

TURNOVER

Turnover increased during the year by 40% to £14 million [1999: £10
million]. This waos atibulable o organic growth within existing
businesses, the inclusion of full year results for acquisitions made part
way through the previous year and to the acquisition of Farebase
Limited which took place in November 1999,

The components of tumnover during the year were as follows:

Customer Information ond Datobase Management [CIDM)

This division comprises the acliviies of GB Information
Management ["GB"] and DataCare, both of which operate in the
Customer Relationship Management [CRM} and direct marketing
seclors. The DataCare business which was part of the Group before

the acquisition of GB was formally merged with GB during the year.
Synergies orising from the merger assisted the seascnal upturn in the
latter port of the year to vyield poarticularly strong growth in the second
half with turnover up 23% compared to the first halk.

The move lowards generaling o higher proportion of turnover, from
providing outsourcing  services for the management of customer
dotabases, continved with significant business wins during the year,
These amangements with clienis such as Nestle, london Electricity,
W H Smith and Demon Internet are typically long term and high value
and have hod @ positive impact on the stkruciure and quality of the
CIDM division's income.

Online Services Division

This division comprises the Group's Internet and Technology businesses
which have been broughl together during the year. Turnover is derived
principally from commission on the sole of Internet travel services
through TelMe Glokal Traveller [www.Telme.com|, the provisicn of
online business information through the Telvie business information
product and the scle of sofware ond Internet bocking engine licences
for Telvie Ticket Window.

Turnover in the year was £1.3 milion {1999: £1.2 million],
including £0.3 million from Farebase. Turnover associated with the
TelMe business information product reduced during the year by around
35%. This product, which makes use of proprietary technolegy, relains
a loyal following of customers but is no langer actively sold as a core
product within the Group. Sales of all other products and services
within the Online Services division experienced organic growth during
the pericd.

Corporate Travel

The Corporate Travel division sow recovery during the year in ils core
markets. Progress was also made inic new and growing markets
including computer services ond finoncial services. A presence in
Covent Garden in Central london also assisted the sales recovery and
sales growth continued in the second half of the year. This wos despite
an expected down tun because of the seasonally slow Christmas
period ond fears of ravelling around the time of the millennium.
Turnover for the year was £3.5 million (1999 £2.4 miifion],

GROSS PROFIT AND COST OF SALES
Gross profit for the year increased from £7.5 million to £11 million,
The increase was as a result of both higher turncver and a richer sales
mix resulting from quicker growth within cur higher margin businesses.
Expressed os a percenlage of turnover, gross morgin far the Group
increased during the year from 75% to 79%.

In terms of distribution, seasonal factors together with strong
performances frem all divisions in later months meant that £6.3 million
of the £11 million gross profit was generated in the second hall.




THER OPERATIMNG EXPENSES

Other operating expenses excluding goodwill were £12.5 million
11999 £10.7 million}. On a like for like basis, excluding exceptional
costs, other operating expenses increased year on year by 30%. This
growth in operaling expenses compares favourably with the increase
in turnover of 40% and increase in gross profit of 46%. The Group
maintained a high level of commitment Io Research and Developmens
during the year with expenditure of £1.6 million (1999: £1.5 million|
on the development of new products and services and improvement of
existing products and services.

GOODWILL AMORTISATION

The Group has followed Financial Reporting Standord 10 and
consequantly purchased goodwill arising on consolidation in respect of
the acquisition during the yecr has been capitalised. This goodwill is
amottised to nil by equal annual instalments over its useful economic
life, For the acquisition made during the year the Board has estimated
the useful economic life of the purchased goodwill 1o be ten years. The
gocdwill amortisation charge for the vear ending 31 March 2000 in
respec! of acquisitions made during the year and in previous years was
£0.6 million [1999: £0.4 milfioa).

OPERATING OS5

The net operating loss for the year before the amortisation of goodwill
and other intangibles was £1 .4 million [1999; £2.1 million}. Aler the
emortisation of goodwill and other intangibles, the operating loss was
£2.1 milion. The components of this balance were as follows:

Customer Information and Dotabase Management

This givision generated operating profits of £1.2 million bsfors
goodwill amortisation [1999: £0.7 million) and £0.7 million ofter
goodwill amarisation [1999: £0.4 millian}.

This business traditionally performs better in the second half than the
first half because of seasonality. This was mognified in the current year
s a result of particularly shrong organic growth in the second half of tre
year, Operating profits afier goodwill amortisation for the second halt
ware £1.0 million compared with a loss of £0.3 million in the first he't

Oriire Services

Tne Onling Setvices division incutted an operating loss of £1.8 millicr
11699 £2.9 million). During the yeor, new products were developed
ard launched, such as the Intemet kovel service TelMe Global
Traveller, and the scope of our online travel activilies were expondsd
by the acquisition of Farebase Limited. The Ticket Window software
croduct acquired last year was further developed and adopled to b=
s¢'d 1o small and medivm sized ravel agents internationslly in the forr

ot Intarnet booking ergines. This enables these agents to provide the'r

clients with cost effective Internat access to their services. With a
significant number of potential cusiomers worldwide and with sales
success already achieved, the early signs for this business are
promising.

Of the £1.8 million operating loss for the year, £1.3 million was
incurred in the secand hall. The increase in second half losses was
ptincipally as a result of the marketing and stall resource directed
towards the launch and market testing of TelMe Globel Traveller. These
have reduced since the year end as the product has setiled into its post
launch marketing cycle.

Corporate Travel

The Corporate Travel division continued to perform below expectations
particularly in the first half of the year because of the ongoing impact
of the low oil price en its oil services industry customers. The underlying
performance improved significantly in the second half despite the
seasonal downturn at Christmas which was mare marked than
previously because of fears of ravelling at the time of the millennium.
Of the loss for the year of £246,000, £202,000 was atkibutable to
the first halt and £44,000 waos atributed to the second half year,

CENTRAL COSTS

Central costs Incorporate the cosls of the Group's Head Office and
Board, and the costs of cerfain cenfral funciions and services noi
allocated 1o the Group's divisions.

INTEREST RECEIVABLE LESS PAYABLE

Interest is earned on cash balances which are invested in accordance
with the Group's Treasury Policy. Net interest receivable during the year
reduced from £219,000 ko £39,000. This wos 0s o result of lower
average cash balances ond lower prevailing interest rates throughout
the vear.

TAXATION

The Group did not incur a toxation charge in the year in raspect of its
ongoing businesses or its acquired Farsbase business. At 31 March
2000, the Group had losses available for offsel against the future

trading profits of cerain of its business activities of £19.3 million
[199%: £18.8 million).

AMOUNTS TRANSFERRED FROM RESERVES
The amount transterred from resarves 1o cover kading losses was £2.1

million down from £3 4 million in the previous year.

O e 000 0@ ¢
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FINANCIAL INSTRUMENTS

The Group's principal financial instuments comprise bank loans,
finance leases and hire purchose contracts, cosh and short term
deposits. The main purpose of these financial instrumerts is to finance
the Groun's operations. The Group has other financial insfrumenis such
as trade debtors and trode credilers, that crise directly from it

creraions.

BALANCE SHEET AND LIQUIDITY
Explanations of the most significant movements in the balance sheet
during the year are cs follows:

Intangble assets

The carrying value of intangible assets at 31 March 2000 was £11.8
million (1999: £12.4 million). During the year additional goodwil
arose on the acquisition of Ferebase Limited resulting in an increase in
the value of goodwill of £0.4 millien. A provision for goodwill which
arose last yvear in respect of ecm oul arangements for the acquisition
of Seaforths of £0.2 million was reversed which reduced the accrued
cost of the cequisition and, therefore, goodwill by £0.2 million in the
Group's books. The carrying value of goodwill on acquisitions and
other inlangible asseis was further reduced by amortisation in
occordance with the Group's accounting policiss by £C.6 million and
£0.2 million respectively.

The accrual for geodwill arising on the acquisition of GB in relation
io the earn aut arrangements remains in the accounts al £3.4 million
represeniing the estimale of earn out which may be due at the end of
the earn out period in August 2000. This estimate is bosed on the
actual performance of GB to the end of March 2000 in conjunction
with the forecast performance o the end of the earn out period. The
amount of actual eamn out due af the end of August 2000 will be paid
as follows:

® The first 35% of ry ecr out amourt due will be paid by the Issue
of new ordinary shares ot the average market price over the 28
dealing days preceding the end of the sam out peried.

@ Tre balance of 65% of any earn out amount due will be poid either
by the issue of new ordinary shares. the orice being determined in
the same way as above, o by the poyment of cash,

The method of payment adopted will be al the option of the Board and
will be influenced by faciors such as alternative uses for Group cash.
In accordance with Fingncial Reporting Stendard [FRS) 7, the
balance sheet ot 31 March 2000 assumes that the lotal cmount due
under the earn out will be paid by the issue of new ordinary shares.

In order o be consistent this reatment has alse been adopted for
the comparative figures for the year lo 31 March 1999,

10

DEBTORS
Debtors at the year end were £6.8 million {1999 £6 million)
comprising £6 million of trade deblors and £0.8 million of other

debtors. The level of trade deblors is o function of the volue of gross

e

ales for travel services within the Corporate Travel and Online
ervices divisiors. The tull value of gross scles is reflected in trode

O L

;
entors.

CASH AND SHORT TERM DEPOSITS AND LQUIDITY

A1 31 March 2000, the Group had cash and shart term deposits of
£4 million {1999: £4 million). The Group also had overdiaits of £1.4
million [1999: £1.1 million) giving net cosh balances cvailable 1o the
Group of £2.6 million [1999: £2.92 million]. During the year the
Group raised £1 million net of costs by way of a placing to fund the
morketing of its TelMe Global Traveller product. The principle uses of
cash during the year were the investment in Group fixed cssets of £0.5
million, the repayment of the copitol element of loans of £8.1 million
and the payment of corporation tox in relation o o pre-acquisition lax
Lcbility of GB of £0.1 million. Opercling cctivities, including the
markeling of TelMie Global Traveller, cbsorbed £0 9 million of cash in
the first half of the veor but generated £0.2 million of cosh in the
second holf of the vear giving net cash consumed by operations for the
year of £0.7 million,

R A law
Group Finance Director

14 June 2000




DIRECTORS AND OFFICERS

EXECUTIVE DIRECTORS

Grahom Ramsey - Chief Executive Officer [Aged 48]

Became o director and was appointed Chief Executive Officer in
lanuary 1997 He joined TelMe.com plc from United News and
Media Group where he was Group Menaging Director of United
Advertising Publications.

lain Barrie Johnston [Agad 34)

Became a director in july 1998 following the acquisition of GB
Mailing Syslems limited, where he was Chairman and Managing
Director. He is also a director of the Direct Markeling Association.

NON-EXECUTIVE DIRECTORS

Sir Gordon Charles Brunton - Chairman (Aged 78)

Became a member of the Board and was appointed Chairman n May
1993. He is also Chairman of g number of other private companies.

Richard Reynolds (Aged O1)

Appoainted to the Board in February 1997. Formery Chairman of GPT
and a director of GEC, he is also a director of The Naiional Grid
Group plec and Photobition plc and is Chairman of Waevionix Limited.

BOARD COMMITTEES

Avdis Commitize

The Audit Commitize compiises | T Harrison {Committee Chairman), Sir
G C Brunton, R Reynolds and | WalkerHaworth. This committes ficises
with the Group's oudilors and reviews the Group's cccounting policies,
internal controls and its financial reporting.

lamiration Commities
The Nomination Committee comprises of the whole Boord and is
chaired by Sic G C Brunton. This committee is responsible for
proposing candidates for appointment o the Board.

o LD rTITT L D
CONBANY SECRETARY

R A law

1

Richard Anthony law - Group Finance Director {Aged 40)
Appointed 1o the Board in June 1993, Before joining TelMe.com plc
he was ¢ Corporale Financier with Ernst & Young.

John Trever Harrison (Aged 60)

Appointed 1o the Boord in June 1995. He is also o nonexecuiive
director of a number of UK companies and o director of the Chelsea
Building Society.

John WalkerHaworth [Aged 55)

Appointed 1o the Boord in April 2000. He is currently an adviser to
UBS Warburg. Far twenty years he was a direcior of 5.G. Warburg
ond Co and its successor organisations. He is alse Deputy Chairman
of the Takeover Panel

Remuneration Committize

The Remuneration Committee comprises Sir G C Brunlon [Commiltee
Chairman), | T Harrison, R Reynolds and | WalkerHaworth. This
commiltee sets the remuneration of the Group's executive direciors.
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.DIRECTORS’ REPORT

The Directors present their report and accounts for the year ended 31
March 2000,

PRINCIPAL ACTIVITY

The principel activity of the Group during the period has been the
development, scle and support of business and electronic commerce
software, the pravision of marketing delobose services, the licensing of

techrology ond the cperction of a business travel agency.

REVIEVW OF CPERATIONS
The Group results are set out in the Group profit and loss account on

A review of the Group's octiviies and the futyre
P

poge 19,
development of the Group is contained in the Chairman's siatement

and Chief £xecutive’s review on pages 4 to 7.

DIVIDENDS

The Directors do net recommend the payment of @ final dividend.

EMPLOYEES

The employment policies of the Group embody the principles of equal
opportunity and the Group does not discriminate ageinst anyone on
any grounds. The Group ensures that every consideration is given to
applications for employment from disabled persons.  If an employee
became disabled, every effort would be token 1o offer suitable
olternative  employment within the Group and assistance with
refraining.

The Group keeps employees informed by periodic stalf briefings and
infernal announcements and takes account of any comments and
feedback provided by employees in the formulation of its policies and
procedures.

Emphasis is pleced upon providing a safe ond healthy working

environmeni.

MARKET VALUE OF LAND AND BUILDINGS
The freehold land cnd buildings of the Group comprise office
accommodation ot its Prenton site and ils Great Yarmouth site.  The
properties were volued on 8 May 2000 and 31 March 2000
respectively.

The combined market volue of the properties was £0.91 million
compared to a cembined nel book value shown in the financial
statements of £0.98 millicn.

12

The Diractors consider the market value of land and buildings 1o be
inappropriate for the continued use in the business and accordingly
have included frechold land and buildings at their net book value.

RESEARCH AND DEVELOPMENT

The Group has conlinued to aftach o high priority to research and
development throughout the period aimed af the development of new
preducts. During the year ended 31 Maich 2000, approximataly 9%
of the Group's staff were employed in research and development
activities.

EVENTS SINCE THE BALANCE SHEET DATE

John WalkerHaworth was appeinted to the Board as @ nereexecutive
director on 5 April 2000. His details are contained in the Dirsclers
and Officers section on page 11.

Following the unanimous decision of shareholders at an EGM held
on 23 February 2000, the name of the Company was changed from
Phonelink ple to TelMe.com ple with effect from 1 April 2600,

Under on agreesment dated 13 July 1998, between TelMe.com ple
and Alterian limited, TelMe.com ple acquited an opfion, subject to
certain conditions, to subscribe for any new shares to be issved by
Alierian limited fo parties other than existing shareholders. Telbe.com
ple recieved nolification in Moy 2000 of Alterian’s intention o
undertoke o public plocing of new shares to raise funds for the
development of the business. Having considerad the opportunity ard
the condilions atiaching, the Board of TelMe com ple reselved notf to
loke up its option.

SUBSTANTIAL SHAREHOLDERS

As at 14 June 2000, the following interests, within the meaning of Part
Vl of the Companias Act 1985, which represented 3 per cenl or mere
of the issued share copital of the Company had been disclosed to the

Compony.
No. Percentoge

Mrand Mrs T Burke @.281,403 13.8%
Newton Investment 2,108,941 12.6%
Management

Reggeborgh Participaties 3,990,000 5.5%
Mr P Chopman 3,835,448 5.3%
Mrs | Mills 2,100,107 3.0%




DIRECTORS AND THEIR INTERESTS
The names and brief bicgraphical details of Directors af the date of this
report are sel out on poge 11.

The Direclors who served during the year ended 31 March 2000,
and details of their interests in the share capital of the Company, are
sef out in the Report on Directors' Remunerafion on pages 14 and 15.
] WalkerMawaorth was appoinled to the Board on 5 April 2000 and
in accordance with the Articles of Association will refire at the Annual
General Meeting and being eligible hos indicoted his willingness ‘o
be re-appeinted.

in addition, G Ramsey and R Reynolds will retire by rotation and
being eligible have indicated their willingness to be.re-elected.

G Ramsey's service contracl is subject fo a nolice period of 12
months. The service agreements for R Reynolds and | WalkerHaworth
are subject 1o notice periods of one month.

RENEWAL OF AUTHORITY TO ALLOT SHARES

An Ordinary Resclution will be put to shareholders pursuant to Section
80 of the Companies Act 1985, to autharise the Directors 1o allol
relevant securities without the prior consent of shareholders.

The £195,572 nominal omount of relevant securities ‘o which this
outhority relotes represents approximately 10.8% of the nominal
omount of issued share capital of the Company as at 14 June 2000,
This outherity is in addition to the authority granted in respect of the
deferred consideration shares for the acquisition of GB Mailing
Systems Limited, but replaces the aquihcrity granted of the EGM held on
23 February 2000. This authority, together with the authority granted
in respect of the deferred consideration shares for the acquisition of GB
Mailing Systems Limited represents the authorised, bul unissued share
capite! of the Company. Except for the allotment of relevant securilies
pursuant 1o the exarcise of share options and the deferred consideration
in respaci of the ocquisiion of GB Mailing Systems Llimited, as
dascrived in the circular dated 26 June 1998, the Direclors have no
present intention of issuing any shares.

This resolution [Resolution 6} will be proposed as an ordinary

resolution.

DIS-APPUCATION OF PRE-EMPTION RIGHTS

A Special Resolution will be put 1o the shareholders pursuant to Section
G5 of the Companies Act 1985, empowering the Directors to allot
equity securilies for cash without first being required to offer such shares
The £90,238 nominal amaunt of equity
sacurities ta which this authorily relates represents approximately 5% of

to existing shareholders.

the issved share capital of the Company as ot 14 June 2000,
This zesolution [Resolution 7) will be proposed as a special resclution.
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POLICY ON PAYMENT OF SUPPLIERS

Payment dates are established according to the agreed date of
delivery of goods or provision of services and receipt of a correct
invoice. Each business within the Group agrees the tength of payment
terms with each of iis main suppliers. Invoices hom all other suppliers
which are nof the subject of dispute are paid on or before the end of
the month following the monih of invoice. The number of days
purchases in frade creditars at the balance sheel date was 37.

DONATIONS

The Group made ne chariteble or political donatiens during the year.

YEAR 2000

The Group successhully completed all aspects of its Year 2000 project
during 1999, including reclification, testing and contingency planning.
No significant problems arese in its operctions or any ather area on
the rollover from 1999 to 2000. However, the Group remains vigilant
for potential lotent problems.

AUDITORS

A resoluticn proposing the re-appointment of Ernst & Young as auditors
to the Company will be put to the members ar the Annual General
Meeting.

By Order cf the Board

R A law - Secrelary
14 June 2000
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REPORT ON DIRECTORS' REMUNERATION

INTRODUCTION
The members of the Group's Remuneration Commitiee are Sir G C
Brunton {Chairman), | T Harrison, R Reynolds and | WalkerHaworth.
The remuneration of each executive director is determined on behalf
of the Board by the Remunerction Commiltee in accordance with
pravision B.2.1 of the Combined Code. It has an agreed framework
of palicies within which it recommends the remuneration package for
each executive director.  The remuneralion of the nonexecutive
directors is determined by the Board.

REAMUINERATION POUCY
The company's policy is thal executive directors should receive
remuneration which is appropriate 1o their scale of responsibility and
performance and which will aitracl, motivate and retain executives of
fhe necessary calibre, The performance of directors is the major
considerction when setting the levels of remuneration.

The remuneralion packages of executive direclors comprise annual
salory, share opfions, heclih and car benefits, prolonged disability
insurance and pension contributions.

SALARIES
In assessing the remunaration of executive directors, the Company
compares the levels of remuneration offered to direclors of similar type
and seniority in other UK companies whose activities are similar 1o
those of Telvie.com plc.

During the year ended 31 March 2000, the executive direclors
received increases in salary to adequately reward and Tncentivise
them.

NON-EXECUTIVE DIRECTORS' REMUNERATION

The remuneration of nonexecutive directors is determined by the Board
of directors in accordance with the Company's Articles of Associalion.
They do not pericipate in any of the Compony's bonus, share option
or other incentive schemes.

FENSIONS

The Compony does not have a contribulory persion scheme. All
pansion payments for directors are paid directly inlo the directors'
personal pension plans.

OTHER BEMNEFITS
The executive direciors are provided with permanent health and private
medical insurance.  Any benefits arising are included in the
remuneration details sel out in this report.

In addition to health and medicol cover, executive direclors are
eligible for other benefits which include the provision of a fully

expensed cempany car or @ company car allowance payment.

NOTICE PERIODS
Each of the executive directars except | B Johnston has a contract of
service which is termingble by the Company on giving 12 months
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nofice. | B Johnston's contract is terminable by the Company on giving
12 menth's notice commencing at any time ofter 31 July 2001,

DIRECTORS INTERESTS
Set out below are the interests of the directors and their families in the
share capital of the Company,

Ordinary shares of 2. 5p 2000 1999
Sir G C Brunton 281,103 281,103
G Ramsey Q534+ @,534*
R A law Q534 9,534
1T Harrison 15,254 15,254
{ B Johnston 854,552 1,019,552+

The shareholding of Sir G C Brunton reflects the inclusion of £8,200
shares held for lady Gillion Brunton in o nominee holding cccount
which are included by vitlue of their status as immediate members of
the some family.

* In addition to the shareholding shown above, G Ramsey has a
nonbeneficial interest in 125,000 ordinary shares held under an
oplion agreement dated 5 November 1996. The agreement was
made between firstly G Ramsey ond secondly T Burke, H Burke and
[ Woalsey which gronts G Ramsey on oplion 1o purchase 125,000
shares from the other parfies to the agreement. The option is
exercisoble at anytime fom & Jonuory 1997 Under a revised
agreement dated 8 February 2000, the exercise price wos changed
from 9@ 1p 1o 40p per share. As at 14 June 2000, no part of the option
had been exercised,

+ In addition 1o the sharehc!ding shown above, T B johnston has a
nonbeneficial interest in 428,142 odinary shares in his copacity as
trustee for shares held on Behalf of the Chopman Family Trust.

EXECUTIVE SHARE CPTION SCHEME

TelMe.com ple has operated an Executive Share Option Scheme since
May 1993 under which executive directors, managers and staff of the
Group are granted options over shares in TelMe com plc at prevailing
martket prices al the dote of grant.

Options ore gronted 1o executive directors at the discrefion of the
Remuneration Commitiee and on the basis of their performance.

Set out on page 15 are the inlerests of the directors in the Executive
Share Option Scheme operated by the Company.

Al 31 March 2000, the price of the Company's shares quoted on
the london Stock Exchange was 103.5p and the highest and lowest
prices during the year ended 31 March 2000 were 238.5p and
28.5p respectively. There have been no other changes 1o directors’
inferests in the shares of the Company from the end of the year to 14
June 2000.
options of the Company are contained in the Register of Directors'

Full details of the direciors' intetests in the shares and

Interests which is open lo inspechion.




DIRECTORS' REMUNERATION

Salaries/  Cash in lieu of Benefits in Other 2000 1699

Fees benefits in kind kind Total Total

£'000 £'000 £'000 £'000 £'000 £000

, Sir G C Brunton 17 - - ot 27 35
G Ramsey™ 160 3 13 - 176 172

R A law™* a5 - 12 - o7 @3

i B Jchnsion* @5 17 i - 107 74

| T § Burke tesigred 31707719551 24 - - - 24 51
1 T Harrison 12 - - - 12 20

R Reynolds 12 - . - 12 20

A0S 14 26 10 455 465

* denotes execufive director
+ reimbursement of nonexecutive direclor’s office and adminisiration expenses

During the year Sir G C Brunton, | T Harrison and B Reynolds waived o proportion of their fees due under their service agreements. The amount
of fees waived for Sir G C Brunton was £10,000 and £8,00C for both | T Harrison and R Reynolds.

H M Holterman and | H Jansen resigned as nenexecutive Directors on 31 July 1999 and 16 March 2000, respectively. During the year and
pravious year, neither H M Halterman or ] H Jonsen received any remuneration.

DIRECTORS" PEMNSION ARRANGEMENTS {DEFINED CONTRIBUTION]

2000 199G
Total Total
£'000 £'000
G Romsey 16 1%
R A law 8 8
| B Johnsion 5 4
29 28
DIRECTORS' INTERESTS IN THE EXECUTIVE SHARE OPTION SCHEME
Share optfions
A Granted Exercised lapsed At Option Date
31.3.99 during during during 31.3.00 price exercisable
finorcial financicl financial o)
year yeor year
G Ramsey 50,000 - - - 50,000 60.00  2000:2007
200,000 - - - 200,000 57.00 20002007
200,000 - - - 200,000 36.25 20002007
200,000 - - - 200,000 4500  2001-2008
200,000 - - 200,000 41.50  2002-2009
200,000 - - 200,000 103,50 20022009
850,000 200,000 - - 1,050,000
R A law 41,080 - - - 41,080 31597 16%7-2004
55,000 - - - 55,000 200.00 199%-2006
20,000 - - - 20,000 3950 20002007
70,000 - - - 70,000 36.25 20002007
75,000 - - - 75,000 31.50  2001-2008
150,000 - - 15G,000 100,50 2002-2009
261,080 150,000 - - 411,080

Neo share opfions were exercised in the year ending 31 March 2000 [1999: Nil).
The mid-market price of the ordinary shores at 31 March 2000 was 103.5p and the range during the year was 28.5p to 238 5p.

On behalf of the Board - Sir G C Brunton 14 Junz 2000
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CORPORATE GOVERNANCE

COMPUANCE WITH THE COMBINED CCODE

The Company is commited to high standards of corporate
governance.  The Board is accountable to the Company's
shareholders for good corporate governance. This statement describes
hew the orincicies of corporate governcnce are copplied to the

Company and ke Company's complionce with the Code provisions
set oul in Secticn 1 of the Combined Code prepared by the
Committee on Corporate Governance chaired by Sir Ron Hampel. The
Company has been in full compliance with the provisions set out in
Section 1 of the Combined Code fthicughout the year, with the

exception of the feliowing:

@ Ths Boord did not nominate a senior, independent non-execulive
direcior other than the Choirman during the financicl year ended
31 March 2000, The Board is of the view that stakeholders
should be free to contact any of its non-executive directors, and
it has decided that il is not appropricie 1o nominale a single
senior independent member. In this respect, therefore, the
Company hos not complied with this one detail of provision
A.2.1 of the Combined Cade.

® The period of nolice for | B Johnsion exceeds 12 months. The
fonger period wos negofiated as part of the aquisition agreement
of GB Mailing Systems timited. The notice period under 1 B
Johnslon's service cgreement is 12 months notice commencing on
the first anniversary of the end of the earn out period. The end of
the earn out peried is 31 July 2000

A statement of the direclors’ responsibilities in respect of the accounts
is set oul on poge 18, Below is a brief description of the role of the
Board and its Commitiees followed by stalements regarding the Group's
relations with investors, going concern and internal financict contral.

THE WORKINGS OF THE BOARD AND ITS COMMITTEES
The Board

The Beard currently comprises the non-executive Chairman, the Chief
Executive, two cther executive directors and three non-exscutive
directors and is responsible to shareholders for the proper
management of the Group. The biographies of all the directors
together with details of the membershin of the various commitiees of

The non-executive directors are

the Boord oppears on page 11.

16

independent of the Group ond bring a range of experience and
judgement to bear on issues of sirategy, perfermance, resources and
standards of conduct which is vital to the success of the Group. To
enable the Boord 1o discharge its duties, all directors have full and
timely access to all relevant information. The Board meets regularly 1o
review trading performance, ensure cdequate funding, set and monitor
sirafegy, examine major ccquisition opporiunities and o report i
shareholders.

The following Committees deal with specific aspects of the Group's
affairs:

Audit Commities

The Audit Commitiee comprises of nen-exscutive directors and s
chaired by ] T Harrison. The Commitiee provides a forum for reporting
by the Group's external auditors. Meetings are also attended, by
invitation, by the Chief Executive ond Ffinance Director. The Audit
Commillee is responsible for reviewing a wide range of financial
metiers including the half year and annual accounts before their
submission to the Board and monitoring the contrals which are in force
to ensure the integrity of the finoncial information reported 1o
shareholders. The Audit Commitlee reviews the cppointment of
external auditers and their remuneration both for audit work and non-
audil work and discusses the nature and scope of the oudit with the
external auditors.

Remuneration Commities
The Remuneration Commitiee is chaired by Sir G C Brunlon ang
comprises of non-executive directors. The Remuneration Commiltee has
responsibility for determining the remuneration, conkract terms and
cther bensfits for executive directers, including the performance-related
bonus scheme.

The Report on Directors' Remuneration, which includes delails of
directors’ remuneration, pension entitlements and benelits logether with
information on service contracts, is set out on pages 14 1o 15.

Nominafion Committee

The Nominction Commitiee is chaired by Sir G C Brunton and
comprises of the whele Boord. The Committee is responsible for
proposing candidates for cppointment to the Board, having regard to
the bolance and structure of the Boord. In oppropiicle cases,
recruitment consultants are used to assist the process.




RELATIONS WITH SHAREHOLDERS

Communications with sharehelders ore given o high priority.  The
Finoncicl and Operating Review on pages 8 to 10 includes a detailed
review of the business. There is established diclogue with institutionc!
shareholders including presentations dfter the Company's preliminary
arnouncement of the vear end results and at the half year.

The Chairman aims lo ensure that the Chairman of the Audit,
Remuneraticn ond Nomination Committees are availeble at Annucl
General Meetings to answer questions.  Details of resolutions to be
proposed al ihe forthcoming Annual General Meeting can be found in

the Nofice of the Meefing sent io ol shareholders.

GOING CONCERN

Alter making enquiries, the directors have o reasonable expectation
that the Group has adequate resources 1o conlinue in operationa!
exisience for the foresesable fulure. For this reason, they confinue to

adop! he going concern basis in preparing the accounts.

INTERNAL FINANCIAL CONTROL

The Board has overall responsibility for the Group's system of internal
financiol control. This system is designed 1o provide reasonable but not
chsolute assurance againgt material misstalement or loss. The full
Board meets regularly and has adopted a schedule of matters which
require a decision of the Beard to ensure that kull and effective canirol
is maintainad.

The Group hgs an organisational struclure with clearly defined lines
of responsibility and delegation of authority. There are also established
procedures and reporting systems for moniforing the performance of
the Group's businesses. The Audit Commitiee reviews the effectivenass
of he system of inlemal financial control of the Group and recsives
reports from the executive management and external audilors ot both
the half year and the Rl year ends.

The Directors have delegated lo executive manogement the detailed
implementation of the system of internal financiol control throughout the
Group. This includes finencial controls which assist the Board in
meeting its respensibilities for the integrity and accuracy of the Group’s
accounting records.  The Group Report and Accounts, prapared from
these records, complies with ganewally occepted occounting

principles,
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The external auditers also review and test the system of internal
financial contrel and the data contained in the Report and Accounts to
the extent necessary for expressing their opinion on the Group Report
ond Accounts.

During the year 1o 31 March 2000, the Board reviewed and
reported on the effectiveness of the Group's system of internal financial
controls in accordance with the kansitional approach for the
Combined Code. Following publication of The Intemal Control
Waorking Parties Guidance (the Turnbull Report), the Group has sel up
formol procedures which are outlined below and will be implementad
during the coming year.

During the year a procedure for risk review, appraisal and ranking
was successhully inroduced. This enables divisional management to
generale a detailed risk profile for all significant business risks. The
results of the risk reviews, which will be reviewed regularly and
formally updated bignnually, are reviewed by the relevant division and
Group management and form the basis for fulute risk management. All
significant resulting intermal confrols and agreed risk improvement
recommendations are monitered by the Group Finance Director and
any significant findings are brought to the allention of the Audit
Committee and the Board.

As part of this procedure, internal control teams have been
eslablished at each division of the Group. These teams are chaired
by the respective divisional monoging director. There is also o Group
internal Control Co-ordinaler whose function is ane of collating and
presenting the results of the divisioral risk reviews and also establishing
and manitoring the Group's risk management functions. The laternal
Controls Co-ordinater reports directly 1o the Chief Executive and Group
Finance Director on matters of internal contro!l and risk management.
Reports on the internal conirols of the Group are then made 1o the
Board through the Audit Committee. During the financial yeaor
commencing 1 April 2000 this work will be developed further 1o
enabla the Company to fully implement provisions 0.2 and D.2.1 of
the Combined Code in line with the recommendations conlained
within the Turnbull Repert.

2 00000000 ¢
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STATEMENT OF DIRECTORS' RESPONSIBILITIES
IN RESPECT OF THE ACCOUNTS

The following statement, which should be read in conjunction with the
Auditors’ Report set oul below, is made with ¢ view to distinguishing
for shareholders the respective responsibilities of the direciors and of
the auditers in relation to the cccounts.

Compeny taw requires the Direclors to prepare accounts for each
fingncial year which give o true ond fair view of the stale of alfairs of
the Company and the Grouo ond of the profit or loss of the Group for
the! peried. In preparing thoss accounts, the Directors cre required o

® selsct suitable accounting policies and then apply them consistertly;

@ siate whether applicable accounting standards have bezn followed,
subject to any material departures being disclosed and explained
in the accounts; and

® make judgements ond esiimates that are reasonable and prudent.

The Directors are responsible for keeping proper accounting records
which disclose with reasonable accuracy at any time the financial
position of the Group and to enable them to ensure that the accounts
comply with the Companias Act 1985, They are also responsible for
safeguarding the assets of the Group and hence for taking reasonable
steps for the prevention and dsiaction of lraud and other irregularities.

AUDITORS REPORT

AUDITORS REPORT TG THE
TelMe.com plc

SHAREHOLDERS  OF

We have cudited the accounts on pages 19 Ic 36 which have been
prepared under the historical cost convention and the accounting
policies set out on page 23.

RESPECTIVE
AUDITORS

The Direclors are responsible for preparing the annual reporl.  As

RESPONSIBILITIES OF DIRECTORS AND

described above, this includes responsibility for prepering the accounts
in accordance with applicable United Kingdom law ond occounting
standords. Qur responsibilities, as independent ouditers, are
established in the United Kingdom by statute, the Auditing Practices
Board, the Listing Rules of the Financial Services Authority and by our
profession's ethical guidance.

We reporl 1o you our apinion as to whether the accounts give o tue
and fair view and are properly prepared in accordance with the
Companies Act. We also report ta you if, in our opinion, the Directors'
Report is not consistent with the accounts, if the Company has not kept
propert accounting records, if we have not received all the information
and explanations we require for our audit, or if the information
specified by law or the listing Rules regarding direclors' remunerction
and transactions with the Group is not disclosed.

We review whether the corporate governance statement on page 16
rellects the Company’s compliance with the seven provisions of the
Combined Code specified for our review by the Listing Rules, and we

report if it does not. We cre not reguired 1o consider whether the

Beord's stotements on internal contre! cover all risks and contols, or
form an opinion on the effectiveness of either the Group's corporate
governance procedures or its risk and conirol procedures.

We read the ciher information contained in the annual reporl,
including the carporcte goverance statement, and consider whether it
is consislent with the audited accounts. We consider the implications
for our repert if we become cware of any opporent missictements or
material inconsistencies with the accounts,

BASIS OF AUDIT OPINION

We conducted our cudit in accordance with Auditing Standards issued
by the Audiling Practices Board. An audit includes examination, on a
test basis, of evidence relevant 1o the amounts and disclosures in the
accounts. 1 also includes an assessment of the signilicant estimates
end judgements made by the Directors in the preparation of the
accounts, and of whether the accounting policies are appropriate to
the Group's circumstances, consistenily applied and adeguately
disclosed.

We planned and performed our cudit so os to obiain all the
information and explanations which we considered necessary in order
lo provide us with sufficien! evidence fo give reasonable assurance that
the accounts are free from materia! misstalement, whether caused by
fraud or other irregularity or error. In forming cur opinion we olso
evaluated the overall adequacy of the presentation of information in the
accounts.

OPINION

In our opinion the accounts give a tue and fair view of the siate of
otfairs of the Company and of the Group as at 31 March 2000 and
of the loss of the Group for the year then ended and have been
properly prepared in accordance with the Companies Act 1985,

TR e

Ernst & Young
Registered Auditor
Manchester

14 June 2000



GROUP PROFIT AND LOSS ACCOUNT

Year ended 31 March 2000

Confinuing Aquisitions
Note Operations
2000 2000 2060 1999
£000 £'000 £'000 £000

Gross Sales
Cuslomer Information and Database Management 9,181 - 9,181 6,398
Online Services 2,197 301 2,498 1,238
Corporate Travel 30917 - 39,217 24,079

51,295 301 51,596 31,715
Turnover 2
Customer Information and Database Management 2,181 - 2,181 4,398
Online Services ‘ 1,005 301 1,306 1,238
Corporate Travel 3,487 - 3,487 2,378

13,673 301 13,974 10,014
Cost of sales i2,950) {15} {2,965} (2,492)
Gross profii 10,723 286 11,009 7,522
Other operating expenses
{excluding goodwill amerlisation) {12,303} [237) {12,540} (10,708)
Goodwill amortisation [5G0} (17} {613) [411)
Operating (loss) / profit 2,3
Customer Information and Databose Management 745 - 745 383
Online Services (1,850) 32 (1,818} [2,896]
Corporate Trave! [246) - {246} (310
Central Costs 1825} - {825) [774)

[2,176) 32 {2,144} (3,597
Loss From interest in associaled undertakings - (3
Inferest receivable less payable 5 39 219
Loss on ordinary acfivities before taxation (2,105) (3,381}
Taxation o]
Loss on erdinary activities afier taxation (2,105} 13,381]
Oividend
Amount transferred frem reserves 16 (2,105) (3,381)
Loss per 2.5p ordinary share [pence) 7 (3.0)p (5.4)p
loss per 2.5p ordinary share {pence] - diluted 7 {3.0)p |5.4)p
Adjusted loss per 2.5p ordinary shore 7 (2.1)p (3.0p

{pence] - before goodwill amortisation
and exceptional items

GROUP STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

Yaar endad 31 March 2000.

There were no olher recognised gains or losses in the year ended 31 March 2000 or in the year ended 31 March 1999 cpart from those shown in the
profit ond loss account for the yeor

L5 $ 000000000
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GROUP BALANCE SHEET

As ot 31 March 2000

Nofe 2000 1999
£'000 £'000
Fixed assets
Intangible cssels 38 11,838 12,388
Tangible assets 2 2,178 2,273
14,016 14,661
Current assets
Stacks 11 1 11
Debilors 12 6,752 5,996
Cash and short term deposits 4,036 4033
10,789 10,040
Creditors: amount falling due within one year 13 (7,745) (6,616
Net current assets 3,044 3,424
Total assets less current liabilities 17,060 18,085
Creditors: amounis falling due after more than one year 14 (443) {743
16,617 17,342
Capital and reserves
Called up share capital 15 1,805 1,718
Shore premium account 16 31,219 30,204
Merger reserve 16 _ 7,757 7,38@
Shares not yet issued 17 3,400 3,400
Profit and loss account 16 (27,564) (25,459
Shareholders funds attributable o equity interests 16,617 17,342

Approved by the Board on 14 June 2000.

G Ramsey - Director Z
R A Law - Dueclor
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COMPANY BALANCE SHEET

As at 31 March 2000

Fixed assets
Intangible assels
Targible gssets

Investiments

Current assets
Stocks
Debtors

Cash and short term deposits

Creditors: amcunts falling due within ore year
Net current assets

Total assets less current liabilities

Capital and reserves
Colled up shore capitol
Share premium cccount
Shares not yst issued
Profit and less account

Sharehelders funds attributeble to equity interests

G Ramsey - Diteclor
R A Law - Director

Crediters: amount falling due after more than one year

MNote

2000

£'000

527

1,272

6,543

8,342

2,109

3,934

6,043

{4,118)
1,925

10,267

(1)

10,256

1,805
31,219
3,400

(26,168)

10,256

1999

£'000

687

1,255

6,669

8,611

G

1,967

4,033

6,009

13,730

2,279

10,850

[258)

10,632

1,718
30,294
3,400

{24,780

10,632

09000000
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GROUP STATEMENT OF CASH FLOWS

Year ended 31 March 2000

Net cash outflow from operating activities
Returns on investments and servicing of finance
Interest received

Inlerest poid

Interest efement of finonce lease renlal payments
Taxation

Corporalion tox paid

Capital expenditure

Payments ta acquire tangible fixed assels

Receipts frem the sale of tangible fixed assets

Acquisitions and dispasals
Disposal of associoted undertaking
Acquisitions of subsidiory undertakings

Net cash / loverdrcits) aequired with subsidiary undertakings

Cash outflow before use of management
of liquid resources and financing

Management of liguid resources

Cash withdrawn from short term deposits
Financing

Proceeds from issue of ordinary shares

Share issue costs

Repayment of copital element of finance leases

Repayment of capita] element of loans

Increase in cash

Note

18[a}

18(b)
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2000
£'000

199

(154)

(6)

(470}

54

{42)

29

990

(10]

[100}

(44]

2000
£'000

(653)

39

(92)

{418}

13)

{1,135)

1,997

836

1,698

1900 1606
£'000 £'000
(1,793]
390
(157
{14)
219
{237)
(575)
213
(362)
2
(2,557
(194
{2,749)
{4,922)
5714
(250]
160)
(210)
482




NOTES TO THE ACCOUNTS

1.7 ACCOUNTING POUCIES

Basis of preparation
The accounts are prepared under the historical cost convention and in
occordance with applicable accounting standards.

Basis of consolidafion

The Group accounts consolidate the accounts of TelMe.com plc and its
subsidiary undenakings drawn up to 31 March each year. No profit
and loss account is presenied for the Company as permitted by Section
230 of the Companies Act 1985.

Farebase Limited has been included in the Group accounts using the
acquisition method of accounting.  Accordingly the Group profit and
loss account and statement of cash flows include the results and cash
flows of that business, No twransfer of share premium account is made
on account of premiums on shares issued in consideration for the
acquisition of companies which fulfil the conditions of Section 131 of
the Companies Act 1985 in respect of merger refief.

Gross Sales

Gross sales represents the value of goods and services invoiced to
customers exclusive of volue added tax. This additional disclosure is
included to illustrate the impact on the value of amounts invoiced to
cusiomers of bought in services fom airlines and other operators which
are charged on to customers by the Corporate Travel Bivision in the
invoiced amounts. Turnover for the Carporate Travel Division represents
commission income aet of the cost of bought in services charged
directly to the customer.

Turnover

Tutnover represents the omounts derived from the provision of goods
and services which fall within the Group's ordinary activities, stated net
of value added tax.

Recognition of licensing income
Revenue is recognised in the period of the sale of software licences for
established products where the costs of fullilling vendar obligations
under the licence cgreements have been shown historically to be
insigrilicant and are esimated to continue io be insignificant.

Revenue associated with the sale of software licences for other
preducts where the cost of fulliliing vender obligations under the licence
agreament are significont, or are yet to be delermined with accuracy,
is credited 1o the grofit and loss account over the pericd to which the
licence relates.

The cost of fullilling vendor obligations under the licence agreements
are expensed os incurrad.

Revenue associcted with specitic technology agreements s
recognised in aecordance with the provision of the relevant cgreement
and on the basis of the work done.

Deferred taxation
Deferred toxation is provided using the liabiliy method on all timing
ditferences 1o the excent that they are expected to reverse in the future
withou! being raploced, calculated at the rate at which it is artcipated
the timing differencas will reverse.

Deferred taxaticn assels are anly recognised if recovery withou!
raplacements by equivalent debit balances is reasonably certain.

Research and development
Research and dave'soment cos!s are written off in the period in which

ey arg incurmad,
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Leasing and hire purchase agreements

Assets held under fingnce leases and hire purchose agreements are
capilalised in the balance sheet and depreciated over their useful lives.
The capital elements of future obligations are included as licbilities in
the balance sheel. The interest elements of the rental obligations are
charged in the profit and lass over the periods of the leoses and
represent a constant proportion of the balance of capital repayments
oustanding. Rentals payable under operaling leases are charged in
the profit and loss account on o straighi line basis over the lease ferm,

Goodwill

Goodwill arising an acquisitions since 1 April 1998 is capitalised,
clossified as an asset on the balance sheet and amoriised on a straight
line basis over its useful economic life up to o presumed maximum of
20 years. lt is reviewed for impairment ab the end of the first full
financial year following the acquisition and in other periods if events or
changes in circumstances indicate that the carying velue may not be
recoverable,

Intangible assets

An intangible assel purchosed separately from a business is capitalised
al its cost. An intangible asset acquired as part of an acquisition of o
business is capitalised separately from goodwill if the fair value can be
measured reliably on initial recogaition. Intangible assets are amortised
on o shaight line basis over their estimated useful lives up to a
maximum of 20 years. The carrying value of an infangible asset s
reviewed for impairment at the end of the first full yeor following
acquisifion and in other pericds if evenls or chonges in circumstances
indicate that the carrying value may not be recoverable.

Depreciation
Depreciction is not provided on freehold land.  Depreciation is
provided on all other tangible assats of rates caleulated 1o write off the
cost, less estimoted residual wolue, of each osset evenly over is
expected usefu! life as follows:
Freehold buildings 2 1o 10% straight line {dependent upon the
structure and composition of the building]
Short leasehold

lease term
Motor vehicles 25% staigh line
Computer equipment 25% staight line

Office fixtures, fil‘tings,
plant and machinery

10 to 25% skraight fine

The carrying value of langible fixed assets is reviewed for impairmeant
in pericds if events or changes in circumstances indicate the carrying
value may not be recoverable,

Stocks
Stocks are stated at the lower of cost and net realisable value

Pensions

The company does not have a conribulory pension scheme. Payments
are mode to individual private defined contribution pension
anangements. Conkibukions are chosged in the profit and loss aecount
as they become payabiz.

o B 5 0 0 0 00 0 @ ¢
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NOTES TO THE ACCOUNTS CONTINUED

2. SEGMENTAL iINFORMATION

Turover and operating loss arise from the provision of goods and services to customers in the United Kingdom by the Group's Online Services,
Customer Information and Datobase Management and Corporate Travel activities in the United Kingdom. The analysis of turnover and operating loss
by activity is shown on the face of the prafit and loss account,

The teble below sefs out the copital employed for each of the Group's business segmanis.

2000 1699

£'000 £'000

Customer Information and Datcbase Manogemant 7,988 8,886
Online Services 340 81
Corporate Trovel 6,233 6,777
14,561 15,582

Cash 4,036 4,033
Unallocated liabilities {1,980] (2,273]
16,617 17,342

Unallocated liobilities comprise overdrafts, locns, taxation, liabilities under finance leases and contingent purchase consideration.

3. OPERATING LOSS

{a) Operating loss is sloted ahter charging: 2000 1999
£'000 £000

Goodwill amortisation 413 41
Amcrisafion of intangible lixed assels 160 113
Depreciation of owned fixed assels 456 745
Depreciation of assets held under finance leases and hire purchase ogreements 84 Q3
Qperating lease rentals lond and buildings 247 166
plant and machinery 105 4

other 261 223

Research and development expenditure 1,586 1,515
(b) Audilors' remuneration was os follows: 2000 19909
£'600 £'000

Audit services 5 47

The fees for non-audit services amounted 1o £37,000 {1999: £393,000) of which, £4,000 related to the acquisition of Farebase Limited.

[c) Included in other operating expenses are exceptional costs which can be analysed as follows: 2000 1999
£'000 £'000

Provision against assels na longsr used 7 - 369
FRS 11 provision against tangible fixed assefs - 515
Redundancy cosls - 100
Cosls of aborted ocquisition - 100
- 1.084

ld! Other operaling expenses: 2000 1999
£'000 £'000

Administrative expenses 11,655 10,413
Distribution costs 1,458 706
13,153 11,119

Less: goodwill omortisation {613 {411}

12,540 10,708
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NOTES TO THE ACCOUNTS CONTINUED

4. STAFF CQOSTS 2000 1999
£'000 £'000
Wages and salaries 5874 4,747
Social security costs 596 454
Other pension costs 148 107
6,618 5,308

The average menthly number of employees during the year within each category was as foliows:

2000 190G

No. No

Research and davelopment 20 22
Production 32 20
Selling and administration 215 212
267 254

The numbes of employees of 31 Morch 2000 wos 297 {1999. 228)

Details of the remuneration, pension entilements and share options of each director are included in the Report on Directors’ Remuneration on poges

1410 15.
5. INTEREST RECEIVASLE LESS PAYABLE 2000 1995
£'000 £'000
Bank interast receivable 204 390
Bank interest payable {121} [131)
Finonce charges payable under finance leases and hire purchase agreements (6) (14]
locn inferest payakle (38) (26}
Net intersst receivoble 3% 219
&, TAXATION

There was no tax chorge/ credit for the year

A1 31 March 20C0, there were trading losses of £19,300,000 {199%: £18,800,000) available for offset against the huture trading profits of certain
of the Group's trading aciivities. There were also copital losses of £213,000 [1699: £187,000) for offset against future capital gains. At 31 March
2000, there was no potential liability 1o deferred tax {1999: ENil).

The potential defered 1ox asset of the group is as follows: 2000 1999
£000 £000
Accelerated capital ollowances 1,319 1,079
Other timing differencas 205 68
Trading losses 5,802 5,657
7,326 6,804

The above colculations are based on corporation taxation rates of 30%

P N
W ik
bl 3
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NOTES TO THE ACCOUNTS CONTINUED

7. EARNINGS PER ORDINARY SHARE

Ecrnings per shore have been calculated in accordonce with Financiol Reporling Standard 14 by reference to the following:

Earmings per shore ore baged on 2000 2000 1990 1999
pence £'000 pence £'000

loss after ‘axation (3.0) (2,105) 15.4] [3,381)
Add exceptional itemrs - - 1.7 1,084
Add goodwill amortisation 0.9 413 0.7 411
Adjusted loss alter *oxation (2.1} (1,492) (3.0} {1,886}
2000 1999

No. MNo.

Weaighted average number of shares in issue 70,080,556 62,768,440
Diluted effect of shcre options ; - -
Diluted weighted average number of shares in issue 70,080,556 62,768,440

The direclors consider that £PS caleulated on the adjusted loss is an oppropricte measure of the Group's performance.

8. INTANGIBLE FIXED ASSETS

Group Ticket Window Goodwill Total
£'000 £'000 £'000

Cost

Al T April 1999 300 12,112 12,012

Acquisition of subsidiary undertakings - 423 423

Adjustment 1o acerved earn out - Seaforths Travel Limited - {200 {200)

At 31 March 2000 800 12,335 13,135

Amortisation

At 1 April 1999 113 411 524
Provided during the year 160 613 773
Ar 31 March 2000 273 1,024 1,297

Net book value
Al 31 March 2000 527 11,311 11,838

AT April 1999 687 11,701 12,388
Goodwill arising on the acquisition of GB Mailing Systems Limited and Seaforths Travel Limited is being amortised evenly over the direclors' estimale
of its useful economic life of 20 vears. Goodwill arising on the acquisition of Farebase Limited is being amorlised evenly over the directors’ estimate

of its useful economic lite of 10 years. No goodwill had previously been written off 1o reserves.

Ticket Window, an electronic travel booking system, was acquired at cost as part of the acquisition of Seaforths Travel Limited. It was transferred
from Sealorths 1o TelMe.com on 13 July 1998, Ticket Window is being amertised evenly over the direclors' estimate of ifs useful economic life of 5

years.,
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NOTES TO THE ACCOUNTS CONTINUED

Company Ticket Window
£'000

Cost

At 1 April 1999 and 31 March 2000 800

Amortisation

AT April 1999 : 113
Provided during the year 160
At 31 March 2000 273

Net book value
At 31 March 2000 527

AT April 1999 687

@. JANGIBLE FIXED ASSETS

Group

Freehold Short Office fixtures,

land and leasehold Motor Computer  fittings, plant

buildings buildings vehicles equipment & machinery Total!

£'000 £'000 £'000 £'000 £000 £000

Cost
ALl April 1999 1,229 1 351 3,571 1,067 6,219
Acguired on acquisition - - 24 51 26 101
Additions - - 412 58 470
Disposals - - (166] {17 - {183
Al 31 March 2000 1,229 ! 209 4017 1,151 6,607
Depraciation
At 1 April 1999 231 1 151 2,857 706 3,946
Acquired on acquisition - - 10 34 20 &4
Provided during the year 19 - 67 355 101 542
Disposals - - [118) 17} - (123)
At 31 March 2000 250 1 112 3,239 827 4,429
Net hook value
A 31 March 2000 Q73 - Q7 778 324 2,178
ALl April 1999 Q98 - 200 714 361 2,273

Freshold land and buildings includes £215,C00 [1999: £215,000} in respect of land.
The net book value in respect of assets held under finance leases and hire purchase agreements is £108,000 (1999: £228,000).

P C 000000000
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INOTES TO THE ACCOUNTS CONTINUED

Company

Freehold Short Oflice lixtures,

land and leasehold Motor Computer  fitlings, plont

buildings buildings vehicles equipment & machinery Totol

£000 £'000 £000 £'000 £'000 £000

Cost
ALl Apnl 1999 667 1 191 3,060 749 4,668
Additions - - - 381 14 395
Disposals - - {74 7] - 21
Al 31 March 2000 667 | 117 3,424 763 4372
Depreciation
At 1 April 1999 207 1 72 2,610 523 3,413
Provided during the year 10 - 35 743 59 347
Disposals - - {53) (7l : {60}
At 31 March 2000 217 1 54 2,846 582 3,700
Net book value
At 31 March 2000 450 - 63 578 181 1,272
AT April 1999 460 - 119 450 226 1,255

Freehold land and buildings includes £75,0C0 {1999: £75,000) in respect of land.
The net book value in respect of assels held under finance leasas and hire purchase agreements is £74,000 (1999: £147,000).
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NOTES TO THE ACCOUNTS CONTINUED

10, INVESTMENTS

Company

Cost

ALl April 1999

Additions

Adjustment to accrued eam out - Seaforths Travel Limited

At 31 March 2000
Amounts written off
AT April 1999

Provided in the year

At 31 March 2000

Net book value
At 31 March 2000

At 1 April 199Q

Subsidiary
underickings
£'000

6,669
74
{200}

6,543

6,543

6,609

Defails of the investments in which the Group and the Company holds 20% cr more of the nominal value of any class of share capitcl cre as follows:

Subsidiory undertakings

Name of company

Sedforths Travel limited

Minerva Technology Services limited™
Forebase Limited

Phonelink Data Limited

The TelMe Group limited

TelMe Global Traveller Limited

DOTT Limited

GB Malling Systems Limited

GB Information Management Limited
G8 Group limited

Description of holding

Ordinary shares
Ordinary shares
Ordinary shares
Ordinary shares
Ordinary shares
Ordinary shares
Ordinary shares
OCrdinary shares
Ordinary shares
Crdinary shares

Proportion of voting

Nature of business

rights and shares held

100% Business travel
100% Software services
100% Travel information
100% Dormant
100% Darmant
100% Dormant
100% Dormant
100% Dormani
100% Dormant
100% Darmant

*Minerva Technalogy Services Limited is indirecty owned by the Group as a resull of the Group's ownership of Seatorths Travel Limited.

29

£

¥

20000000




00000 O @DDH

NOTES TO THE ACCOUNTS CONTINUED

On 1 November 1999, the Group ccquired 100% of the share capital of Farebase timited. Details of the acquisition are sef cut below:

Purchase consideration - ordinary shares with o par value of £31,250

Fees cssociated with the acquisition

Total consideration

Tangible fixed assets
Debtors
Cash at bark and in hand

Creditors
|

Obligations under finance lease and hire purchase agreements

Feir value of net cssets acquired
Goodwill arising on cequisifion

There were no fair value adjusiments arising on the acguisition of Farebase Limited.

Historic results for Farebase limited were as follows:

Turnover: continuing operations
Cost of sales

Cross profit
MNet operaling expenses

Qperating {loss) / profit: continuing opercfions
Net interest receivable

[loss) / profit on ordinary activities before taxation
Taxation on llosst / profit on ordinary activities

{loss) / profit on ordinary activities ofter taxation
Propased dividend

{Loss) / profit retained for the year

Year ended
31 October 1999
£'000

626
(88)

338
[554)

[15)
4

i12)
)

(17
(23}

(40}

Farebase
Limited
£'000

400
42

442

37
30
2Q
(&5]
(2

423

442

Year ended
31 October 1998
£'000

576
(93]

481
(437)

44
i

45
(11

34

34

There were no other recognised gains of losses in the years to 31 Oclober 1999 and 31 Ociober 1998 apart from those shown above.
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NOTES TO THE ACCOUNTS CONTINUED

11, STOCKS

Consumables

2000
£'000

1

1

Group
1999
£'000

11
[

The difference between the purchase price of stocks and thelr replacement cost is not material.

12, DEBTORS

Trade debtors
Due from subsidiary undertakings
Other deblors, prepoyments and accrued income

All the above amounts are due within one year,

2000
£'000

5,962

790

6,752

13, CREDITCRS - amaunts falling due within one year

Bank overdraft

Obligations undsr finance leases
and hire purchase agresments
Trade creditors

Other taxes and social securily costs
Corporation lax

Accruals and delferred income

2000
£'000

1,423

&0
3,251
525
54
2,432

7,745

Group
1939
£000
5,456

540

5,996

Group

1999
£'000

Q2
3,020
269
142
1,672

6,616

2000
£'006

2000
£'000

2,097

12

2,109

2000
£'000

45
643
493

30

2,907

4,118

Included in accruals and deferred income are advanced licence receipts of £203,000 (199%: £137 .000).

The bank overdra® is secured over debiors.
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1999
£'000

64
883
223
123
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NOTES TO THE ACCOUNTS CONTINUED

14, CREDITORS - amounts faliing due ofter more than one year

Group Compony
Restated Reslated
2000 1999 2000 1999
£'000 £'000 £'000 £'000
Due within one and two years
Obligations under finance leases
and hire purchase agreements 12 56 1 47
Earn out accrued - 200 - 200
Ohbligations under loan agreements 94
108 256 1 247
Due between two and five years
Obligations under finance leasas
and hire purchase agreements ' - 12 - 11
Obligations under loan agreements 2n 120 -
21 132 - [
Due after more than five years
Obligations under loan agreements 124 355 -
Total 443 743 11 258

Interest during the yeor was charged on the loan agreements at rates of UBOR plus 1.5% to UBOR plus 1.75%. The finance leases and hire purchase
ogreements are a fixed rates of inferest.

The loans are secured by a first lega! charge over land and buildings, a morigage deberture and cash.

15. SHARE CAPITAL

2000 1699
£'000 £'C00C
Ordinary shares of 2.5p each
Authorised 2,250 2,250
Allotted, called up and fully poid 1,805 1,718
During the year the following shares were issued:
No, Price
Acquisition of Ferebase Limited 1,250,000 32.00p
Private placing of shares 2,186,680 45.00p
Exercise of share options 20,000 36.25p
3,456,680
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NOTES TO THE ACCOUNTS CONTINUED

At 31 March 2000, the following oplions over shares in the Company were outstanding:

Number of Proporfion of issued Exercise price Date
shares shore copiial Exercisable
5,905 C.01% 150.93p 1996 to 2003

41,080 0.05% 315.97p 1997 to 2004
41,080 0.05% 211.30p 1998 o 2005
64,500 0.09% 200.00p 1999 to 2006
50,000 0.07% &0.00p 2000 10 2007
200,000 . 0.28% 57.00p 2000 o 2007
30,000 0.04% 39.5Cp 2000 10 2007
360,000 0.50% 36.25p 2000 to 2007
200,000 0.28% 45.00p 2001 10 2008
185,000 0.26% 31.50p 2001 1o 2008
200,000 0.28% 41.50p 2002 1o 2009
1,234,189 171% 100.50p 2002 to 2009
2,611,754 3.62%

The earn oul in respect of GB Mailing Systems Limited will cperate besed on the period from 1 August 1999 to 31 July 2000. Under the earn out
agreement the former shareholders of GB Mailing Systems Limited can earn up to a maximum additional £6.0 million. £3.4 million has been provided
in the Group accounts for the contingent consideration relating to GB Mailing Systems Limited. A minimum of 35% of the contingent liability will be
paid in shares in accordance with the purchuse agreement. The Company can defermine how much of the contingent consideration will be paid in
shares from the minimum of 35% up to the full amount of the contingent consideraticn. Therefore, £3.4 million has been disclosed as shares which
may be issved. The comparative figures for 1999 reflect the treaiment which has been adopied in the accounts for the year ended 31 March 2000.
These shares do not affect the earnings per share calcuiation.

16, RESERVES
Group Company

Share premium  Merger reserve Profit ond loss  Share premium Profit and loss
account account account account account
£'000 £'000 £'000 £'000 £'000
Al April 1999 30,294 7,389 (25,459) 30,294 {24,780)
Arising on issue of shores 035 368 - Q35 -
Share issue costs (1o - - 110} -
Retained loss far the yeor - - [2,105) - (1,388)
At 31 March 2000 31,219 7,757 {27,564 31,219 {26,168)

17, RECONCIUATION OF MOVEMENTS IN SHAREHOLDERS' FUNDS
Restated
2000 1999
£'000 £'000
Tolal recognised loss (2,105} {3,381}
MNew shares issued (net of issue costs) 1,380 7,650
Shares 1o be issued - 3,400
Tolal movements during the year {725) 7,669
Shareholders’ lunds atribulable 1o equity interests at start of year 17,342 9,673
Shareholders’ funds amibutable 1o equity interests ot 31 March 16,617 17,342

000000000

33




000000652

.

NOTES TO THE ACCOUNTS CONTINUED

18. NOTES 7O THE CASH FLOW STATEMENT

[a} Reconciliation of opercting loss 1o net cash ouflows from operating octivities 2000 1999
£'000 £'000
Opeiating loss (2,144} (3,597}
Depreciction 5472 840
Goodwill amortisation 613 411
Amartisation of intangible fixed assets 160 113
Provision against tangible fixed assets 369
FRS 11 provision against fangible fixed assets - 515
loss / {Prafit} on disposal of langible fixed assets & (26)
{increase) / Decrease in deblors [726) 270
Decrease in stocks 10 3
Increase / {Decrease] in craditors 884 &N
Net cash aulflows fram operating activities [653) 11,793}
Cash flow includes ENil {1999 £200,000] for exceptional costs.
b} Reconciliction of net cash Hlow o movement in net funds 2000 1999
£'000 £'000
Al the beginning of the pericd 2,277 8,144
Finance leases arising on Gequisition 112 |289)
Loons arising on ocquisition - 1406
Decrease in debt 144 &0
Increase in cash 1,698 482
Movement in short term deposits with banks {1,957 [3.714]
Al the end of period 2,110 2277
[c) Anclysis of net funds AL 1 April At date of Cashflow A1 31 March
1999 acquisition 2000
£'000 £000 £'000 £'000
Cash af bank and in hand 1,830 2,000 3,820
Short ferm deposits 2,203 (1,997} 206
Sub total 4,033 3 4,036
Bank overdraft 1,121 {302 (1,423)
Finonce leases and hire purchase agreements (160} 112 100 (72}
leans [475) - 44 {431)
2,277 (12 {155} 2,110
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NOTES TO THE ACCOUNTS CONTINUED

(d] Cashllow arising from acquisition of Farebase Limited

Net cash inflow from cperating activities

Returns on investments and servicing of finance

Taxation

Capital expenditure and financial investment

Cash inflow before use of liquid resources and financing
Repayment of capilal element of finance lease rentals

12 ANANCIAL INSTRUMENTS

A summary of the Group's use of financicl insiruments is set out in the Financial and Operafing Review on pages 8 to 10. The following disclosures
relating to financial insttuments hove been prepared on a basis which excludes short term debiors and creditors which had resulted from the Group's

operating achivities.

The financial instruments of the Group other than short ferm deblars and creditors were as follows: 2000
Book Value
£000
Financial assets:
Cosh at bonk and in hond 3,830
Short ferm deposits 206
4,036
Financicl liobilities:
Bank overdraft 1,423
loon ogreements 431
Obligations under finance leases and hire purchase agreements 72

Accrued deferred consideration

1,926

The net book value and fair values of financial instruments are not materially different.

Of the cosh and shert term deposits held at 31 March 2000, £0.2 million was deposited on the money market for a fixed period of 1 month af a rate
of 5.31%. The belonce of £3.8 million was placed on overnight deposits af floating rates. Interest is charged on the bank overdraft of £1.4 million
at UBOR plus 2%, The Group's committed bonowing faciliies ot 31 March 2000 were £2.0 miflion {1999: £2.0 million) and are due for renewal
on 19 August 2000, No derivatives were held by the Group at 31 March 2000 or 31 March 1999, Thers was no cunrency exposure at either
31 March 2000 or 31 March 1999 and no hedging took ploce during either the year ended 31 March 2000 or the year ended 31 March 1999,
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Farebase Limited

£000
80
4]
76
(4)

72

1996
Book Value
£'000

1,830
2,203
4,033

1,121
475
148
200

1,944
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NOTES TO THE ACCOUNTS CONTINUED

20. CAPITAL COMMITMEINTS

{a) Future copilal expenditure Group Company
2000 196G 2000 1909
£'000 £000 £'000 £'000
Contracts enfered into but not pesformed 40 4 4 4

{b} Operating leases

Annual commitments under non-cancellable Group Company
operating leases are as follows: 2000 1999 2000 1996
£'000 £'000 £'000 £'000
Operating leases which expire within ane year
land and buildings -
Other 74 2 60 -
74 2 &0
Operating leases which expire between ane and two years
land and buildings - -
Other 78 3 58 13
78 31 58 13
Operating leoses which expire between two ond five years
land ond buildings 166 133 164 52
Other 104 205 78 179
270 338 244 231
Operating leases which expire ofter five yeors
lond and buildings 88 166 166
Ciher 22 -
110 166 - 166
Total 532 537 3462 410

21 OTHER FINANCIAL COMMITMENTS

TelMe.com plc entered into an agreement with the International Air Transport Association [IATA] on 11 August 1998 to provide a cross company
guarantee on behalf of Seaforths Travel Limited. The maximum value of the cross guarantee is £1.6 million and is terminable by either party on
3 month's nolice.

On 27 May 1999, TeiMe.com entered into a separate agreement with the Civil Aviation Authority [CAA) to provide a cross guarantee on behalf
of Seaforths Travel Limited. This is o standord requirement of the CAA for holding companies of travel operaiors. The moximum valus of the cross
guarantee is £6.0 million and is terminable by either parly on 3 month's notice. ’
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