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CSS STELLAR PLC
2006 HIGHLIGHTS

=  Results ahead of market expectations
=  Turnover on continuming operations up by 13 6% to £31 6m (2005 £27 9m)

*  Operating profit on continuing operations before amortisation of goodwill increased
by 89% to £1 5m (2005 £0 8m)

*  Group EBITDA on continuing operations of £1 9m (2005 £1 2m)

*  Improved profit in the US Marketing division of £356,000 (2005 loss of £83,000)

Central overheads reduced further by 17%

Commenting on the results Peter Owen, Chairman, stated:

“We are pleased with the improved performance of the group in 2006. The
increase in turnover and profit is due to better results in our Events division,
recovery in our North American marketing division, and a continung
reduction in central overheads. Trading has begun satisfactorily in 2007.”
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CHAIRMAN’S STATEMENT

Overview & Strategy

The Group’s results for 2006 showed continued 1mprovement with significant achievement throughout
the Group, and increased profits in our core businesses Strategically the Group 1s now reviewing how
to optimise shareholder value through the development or realisation of value from each of its existing
businesses

Financial Results

The 2006 results were comfortably ahead of market expectations with an operating profit on
continuing operattons before amortisation and impairment of goodwill of £1 5 million (2005 £0 8
rmilion) Turnover of £31 6 million was 13 6% ahead of the prior year (2005 £27 9 mullion), after
excluding turnover on operations discontinued in 2005

The reasons for the 89% increase in adjusted operating profit are contammed 1in a more detarled
operational and financial review In summary they are

. Improvement in the USA, where GEM Minneapolis has performed ahead of expectations
. Improvement 1n the profitability of the Sports Talent business, particularly in the USA

. Icon’s events business having the best year in its history

. Continued reduction 1n central overhead costs

The Group also repaid bank debt in the year of £0 4m (2005 £2 lm), with a year end hability of
£1 4m {2005 £1 8m)

Current Trading
The Group’s first two months of trading in 2007 are 1n line with the Board’s expectations

Board Changes

As announced last year, John Webber retired from the Board in March 2006, and was replaced by
Peter Owen as non-executive charman Kevin Rose resigned as Group Finance Director 1n March
2006 and Sean Kelly, CEQ and previously finance director, has overseen the finances of the Group In
October 2606, Duncan Soukup joined the Board as a non-executive director

I would like to thank al! our employees for their considerable efforts throughout 2006, a year in which
the results are much improved

Peter Owen
Chairman
12 June 2007
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OPERATING AND FINANCIAL REVIEW

Group Review of 2006

The 2006 results are a sigmificant improvement on 2005, as the Group has benefited from the
restructuring work across the Group tn 2004 and 2005

The Group made an operating profit of £118,000 in 2006, compared with an operating loss of £16 2
millien in 2005 The loss in 2005 was significantly impacted by an exceptional impairment charge of
£14 8 mullion to reflect a write down n the carrying value of goodwill If this exceptional charge 15
excluded, the 2006 operating profit represents a significant improvement on an operating loss of £1 4
mullion

Tumover on continuing operations for the year was £316 mullion, an increase of 13 6% on 2005
(£27 9 mullion) The increase was due to growth in Icon (Events) and Talent Management

Operating profit on continuing operations before goodwill amortisation increased to £1 5 mlhen
(2005 £0 8 million), an increase of 89%, and the Group's EBITDA on continuing operations was £1 ¢
mullion (2005 £1 2 million) This increase 15 due to the strong performance in our Events division, 1in
addition to a recovery 1 our North Amencan marketing division, and a contimung reduction n central
overheads

In 2006 the Group faced several 1ssues that have now been dealt with

Unprofitable businesses now stabilised - 1n particular GEM 1n the USA

Surplus property costs now removed

Profitability on operating businesses now at 14 7% EBITDA to gross profit,
which 1s acceptable in the industry

Central costs stabilised at £0 7 rullion per annum or 3 6% of gross profit

The improvement in operating profit on continung operations before goodwill amortisation 1s
analysed as follows

Increase!
2006 2005 Decrease
£'000 £'000 £000

Talent Management 1,049 1,128 (79)
Marketing - GEM 356 {83) 439
Events - Icon 810 623 187
Central costs (736) (887) 151
Operaung Profit 1,479 781 698

The pnmary reasons for these changes are improvements in trading, greater operational efficiencies
and the reductton in non-productive overhead The decline n Talent 1s as a result of higher
remuneration costs for senior agents and the continuing investment in PFD New York, which has
reduced profitability
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OPERATING AND FINANCIAL REVIEW (continued)

Gross profit 15 the other key guide to our businesses performance, and the most sigmficant cost n
these people businesses 1s salary and benefits

There was improvement in the following key ratios

2006 2005
Gross profit per employee £87,058 £76,048
Salary/ Gross profit 69% 74%
EBITDA per employee £8,220 £4,800

The individual units are discussed in more detail below

Talent Management

Our Talent Management division reported turnover of £14 1 milhion for the year, an increase of 16 6%
on 2005 Operating profit of £1 0 mullion was approximately in line with the prior year (£1 1 mlhon)
The gross profit shows a smaller increase of 5 1% 11 2006 at £12 4 rullion (2005 £11 8 milhon)

Entertainment

The Group’s Entertainment talent division consists almost entirely of The Peters Fraser & Dunlop
Group Limited (“PFD"), which 15 one of the oldest and largest talent agencies in Europe

PFD’s clients continued to achieve notable successes during the year In particular
Within Film, Television and Theatre

- Kate Winslet was nominated for Best Actress both for an Oscar and a Golden Globe for “Little
Children”,

- Tomi Collette was nominated for a Golden Globe for Best Actress (Musical or Comedy) for “Little
Miss Sunshine”,

-Dan Mazer was normnated for an Oscar for Best Adapted Screenplay for “Borat Cultural Learnings
of Amenca For Make Benefit Glonous Nation of Kazakhstan™,

- Jenna Russell won Best Actress in a Musical for “Sunday in the Park with George™ at the Olivier
Awards,

- Alan Bennett's “The History Boys™ won the award for Best Play at the 2006 Tony Awards, n
addition to five other awards, making 1t the most honoured play on Broadway since 1949,

- Anna Maxwell Martin won Best Actress at the 2006 BAFTA Awards for her role 1n Bleak House,
and

- James McEvoy was nominated Best Actor in a Supporting Role for “The Last King of Scotland™ at
the 2007 BAFTA’s
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OPERATING AND FINANCIAL REVIEW (continued)

Within the Literary Division

- Neil Gnffiths’ Iiterary thnller “Saving Caravaggio” 15 shortlisted for Best Novel in the Costa Book
Awards (formerly the Whutbread pnize),

- Ally Kennen (“Beast”) and John Boyne (“The Boy in the Striped Pyjamas™) have both been
nomunated for the 2006 Carnegie Medal,

- Alan Bennett recerved the PEN/] F Ackerley pnize for literary autobiography, and
- Alan also won “Author of the Year” at the 2006 Bntish Book Awards

Other PFD clients who achieved notable successes during the year included Richard Curtis, who won
Qutstanding Made for TV movie and Outstanding Wnuing at the 2006 Pnmetime Emmy Awards for
“Girl n the Cafe”, Keira Kmghtley, who starred in the Hollywood blockbuster “Pirates of the
Caribbean II”, and Kevin MacDonald, who directed “Last King of Scotland”, which won a BAFTA
for Outstanding Bnitish Film 1n 2007

Sports

The Sports division’s clients achieved notable successes during the year Within Motorsports,
following his victory 1n the 2005 IRL Championship, Dan Wheldon was runner up n the 2006
Championship, having tied on points with the eventual champion Sebastien Loeb was crowned World
Rally Champion for the third consecutive year, and Allan McNish won the 2006 Amerncan Le Mans
Senes Championship for the second time In 2006 we also signed the up and coming NASCAR dnver,
A ] Allmendinger, and continued our management of Milka Duno through the Citgo motorsports
programme Juan Pable Mentoya left Formula One to race for NASCAR The growth in the client
base in the USA over the last four years has meant that in 2007 the expectation 1s that 55% of income
will be generated by US-based chents

As anticipated 1n the 2005 results review, the Golf division 15 now operating prefitably, and our clients
achieved success on the European PGA Tour Gonzalo Fernandez-Castano won the Asian Open m
Apnl, and Francesco Molinari became the first home winner of the Italian Open since 1980 Sandy
Lyle released his autobiography, “To the Fairway Bom” in 2006 to critical acclaim

In Football, our relationstup with the Engiand football team ended after the 2006 World Cup in
Germany
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OPERATING AND FINANCIAL REVIEW (continued)

Marketing

The Marketing division recorded an operating profit of £356,000 (2005 loss of £83,000) The return to
profitability has ansen as a result of the closure of several offices and the consequent reduction
overheads

Tumover of £6 0 million was a reduction of 6 2% on 2005 The fall 1n tumover has ansen following
the restructuring undertaken n 2005, when a number of underperformmg offices were closed down
The benefits of this restructunng have been evident in the improved results, and n a profit margin n
2006 which improved to 6 0% (2005 loss of 1 3%)

The Marketing division now has two North Amencan operations, m Minneapohs and New York
There was a strong performance by our Minneapolis operation, which has been streamlined following
its estabhshment as an independent umit operating under local management throughout 2006

GEM Minneapolis has provided brand design and packaging, marketing and photography studio and
catalogue services to Best Buy, the leading US electronics retailer, and 3M, and catalogue marketing
services to Fingerhut Direct Marketing

GEM's New York office 1s a promotional marketing specialist, which has a niche 1n the cable TV
mndustry and 1n the use of the Olympic Games by top sponsors such as NBC and GE In addition,
GEM carried out an online and on pack promotion for GE Lighting, and the delivery of strategic
marketing, production and activation for a retail driven “instant win’ promotion for Fujifilm

Events

Our Events divisiont has had another excellent year in 2006 Tumover of £11 6 mllion represents an
ncrease of 23% (2005 £9 4 million) and has resulted 1n an operating profit of £0 8 mullion (2005
£0 6 mullion), an increase of 30% The 2006 Gross profit was £3 9 million (2005 £3 3 mullhion}

The increase duning the year 1s due 1n part to the 2006 FIFA World Cup, and the late call up to work
on the 2006 Ryder Cup in Ireland

Icon played a pivotal role in delivenng the look of the 12 host stadia at the World Cup 1n Germany,
working closely with FIFA to design and install all internal and external stadium dressing lcon were
also appointed to assist with major elements of the branding programme for the Ryder Cup at the K
Club n Ireland, and were responsible for the production, installation and operatien of the rotating
advertising umits at the event, and also designed, preduced and 1nstalled all directional signage
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OPERATING AND FINANCIAL REVIEW (continued)

Icon also worked with Chelseca FC to provide branding for thewr end of season parade of the
Premtership trophy, and also designed and nstalled all static tier dressing at Arsenal FC at their new
Emurates stadium

The company provided all branding to the BMW Golf Championship at Wentworth, as well as
continuing relationships with clients such as UEFA and TEAM for The Champions League, World
Snooker and the ECB Following on from Icon’s opeming of offices in Qatar, Icon has designed,
produced and installed branding soluuions for the Intemational Tnathlon Umen World Cup and Qatar
Masters Golf championship, and has recently coordinated branding and signage at the Abu Dhabi Fl
festival

Central Costs

Central costs for 2006 were £0 7 milhion, a reduction of 17% (2005 £0 9 million) Costs continue to
be monitored closely, with savings continuing to be made During the year, the Group negotiated the
surrender of surplus property, which will yield savings of £325,000 across the Group in future years,
and staff cost reductions have been achieved both in the UK and the US

Interest Payable

The net interest payable by the Group in 2006 was £144,000 (2005 £348,000) The reasons for the
decrease are the continued reduction in bank debt to £1 4 million at 31 December 2006 (2005 £1 8§
millhion), better management of the overdraft facility and higher levels of interest recerved (2006
£141,000, 2005 £99,000) on cash deposits

Goodwill

Following the impairment provision of £14 8 million made in 2003, the Board have again reviewed the
goodwill held in the Balance Sheet and continue to believe that the camrying value of the Group's
goodwill of £18 0 milhon 15 appropnate The amortisation charge 1n the year 1s £1 4 milhon (2005
£1 9 millon) Goodwill has been amortised over periods of 5 to 20 years

Taxation

The Group's tax charge was £0 5 milhon (2005 £0 1 nullion), which relates entirely to the UK
operatiens, due to losses carried forward in our overseas subsidianies The increase n the charge
reflects the Group's retum to profitability

Earnings per Share
Unadjusted eamings per share on a basic and fully diluted basis shows a loss of 2 2p per share (2005

loss of 60 3p) Once the figure 1s adjusted for amortisation of goodwill, the fully diluted earmings per
share are 2 5p (2005 1t Op)
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OPERATING AND FINANCIAL REVIEW (continued)

Foreign Exchange

The Group's earnings are exposed to the movement in the US Dollar The average US Dellar rate n
2006 was 31 84 to the Pound (2005 $1 82), although the rate at 31 December 2006 weakened to §1 96
to the Pound (2005 $1 72)

Bank Debt

The Group's gross bank debt at 31 December 2006 was £3 6 milhion (2005 £3 4 mulhon) of which
£1 4 mllion 1s bank debt (2005 £1 8 mullion), and the remainder an overdraft to finance working
capital During the year £04 mullion of borrowings were repaid, financed through cash from
operations

Cash Flow

The cashflow statement shows an increase n cash of £124,000, a significant improvement on 2005,
which showed a decrease in cash of £477,000 Net cash inflow from operatng activities has also
improved to £1 0 mullion (2005 £284,000)

Transition to International Financial Reporting Standards

The London Stock Exchange has now confirmed 1ts intention to mandate International Accounting
Standards for AIM registered companies from 2007 onwards The Group will apply these pohcies for
the first ime in the Group’s Annual Report for the year ending 31 December 2007 Consequently, the
Group’'s Interim Results for the s1ix month period 30 June 2007 will be presented under IFRS together
with restated information for the six months ended 30 June 2006 and the year ended 31 December
2006

The Group has identified that the pnneipal differences between IFRS and the Group’s UK GAAP
accounting policies relate to Goodwill, Deferred Taxation, and Financial Instruments International
Accounting Standards require that goodwiil 1s not amortised, but 1s subject to an annual impairment
review and no longer amortised The scope of IAS 12 “Income Taxes™ 15 wider than that required by
corresponding UK GAAP, and requires deferred tax to be provided on all temporary differences rather
than only uming differences under UK GAAP IAS 32 and IAS 39, which cover Financial
Instruments, will require the Group to account for all financial instruments at either fair value or
amortised cost

Sean Kelly
Chief Executive Officer
12 June 2007
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INFORMATION ON THE BOARD OF DIRECTORS

P E Owen, Non-Executive Chairman

Peter joined the Group prior to its flotation tn December 2000 as a non-executive director Peter was Executive
Chairman of Cox Insurance Holdings Plc until its recent sale, he i1s currently Chairman of silverjet plc and holds
non-executive directorships in Clear Technology Inc and Excel Airways

J A R Jakobi, Deputy Chairman

Julan left IMG after 14 years in 1992 having held the position of Senior International Vice President in charge
of the European Motorsport division He subsequently founded the business which became the core of CSS
Stellar's sports division

S A Kelly, Group Chief Executive

Sean 1s a Chartered Accountant and joined the Group as Finance Director in 2000 having previously been a
Senior Vice President at IMG, and Managing Director of PGA European Tour Courses PLC In 2002 he
became President of the North American operations and in May 2004 he was appointed Chief Executive of the
Group

C D Soukup, Non-Executive

Duncan joined the Group as a non-executive director on 12 October 2006 Duncan has a wide variety of
experience as a director of both listed and unlisted companies, most recently as a director of Telspec plc and
Acquisitor Holdings
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Nominated Adviser and Broker

Auditors

Bankers
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Registrars

11

Bridgewell Secunties Limited
Old Change House

128 Queen Victona Street
London EC4V 4BJ

Grant Thornton UK LLP
Grant Thornton House
Melton Street

Euston Square

London NW1 2EP

Barclays Bank plc
27 Soho Square
London W1A 4WA

Berwin Leighton Paisner LLP
Adelaide House

London Bndge

London EC4R 9HA

Capita Registrars
Northern House
Woodsome Park

Fenay Bndge
Huddersfield

West Yorkshire HD8 OLA
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DIRECTORS’ REPORT
The Directors present their annual report and the audited Financial Statements for the year ended 31 December 2006

Principal Activities

CSS Stellar Pic 1s the holding company for a group of cornpanies operating internationally in the marketing, entertainment and
sports industries

Group Results

The Group results are set out on page 17 The Group made an operating profit of £118,000 (2005 ioss of £16,184,000)
The Directors do not recommend payment of a dividend (2005 £nil) The loss after taxation amounted to £495,000
{2005 loss of £17,426,000)

Review of the Bustiness

A review of the business for the year 1s set out In the Charman’s Statement and the Operating and Financial Review

Directors

i
Details of Directors are set out on pages 9 and 10  All held office throughout the year, except Duncan Soukup, who !
was appointed on 12 October 2006 John Webber resigned as non-executive Chairman on 8 March 2006 and was replaced [
by Peter Owen Kevin Rose resigned on 24 March 2006

The beneficial interests of the Directors in office at the year end in the shares of the Company at
31 December 2006 and at 1 January 2006 were as follows |

31 December 2006 1 January 2006

50p Ord 50p Ord

Shares Shares
No % No %
CD Soukup 8,543,000 2948 - -
JAR Jakobi 4,336,246 1496 4,283,746 14 78
SA Kelly 178,000 061 178,000 0 61
PE Owen 13,888 005 13,888 005

Details of Directors’ interests in share options and warrants are set out In note 24 to the Financial Statements
Substantial Shareholding

As at 6 March 2007, the Company had been notified of the following substantial holdings in the ordinary
share capital other than those of the Directors
50p Ordinary Shares
No %
Garimare Investment Management Limited 2,101,613 73
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DIRECTORS’' REPORT (continued)

Corporate Governance

Audit and Remuneration Committees have been established and in each case compnsed Peter Owen as
Chairman and Sean Kelly dunng the year

The rale of the Remuneration Commuttee 1s to review the performance of the executive directors and to set
the scale and structure of their remuneration, including bonus arrangements The Remuneration Committee
also administers and establishes performance targets for the Group's employee share schemes and
executive incentive schemes for key management In exercising this role, the terms of reference of the
Remuneration Committee require it to comply with the Code of Best Practice published in the Combined
Code

The Audit Committee 1s responsible for making recommendations to the Board on the appointment of the
auditors and the audit fee, and receves and reviews reports from management and the Cempany's auditors on
the internal control systems in use throughout the Group and its accounting policies

Suppliers’ Payment Policy

Our strategy is to have mutually beneficial long term relationships with our supphers  The Group's policy 1s to
agree the terms of payment with suppliers in advance and abide by those terms The Company has no trade
creditors and at the year end, the Group’s trade creditors amounted to 53 days (2005 53 days) of average supply
during the year

Charitable Contributions

During the year the Group made chartable donations amounting to £22,410 (2005 £8,855)
Directors’ Indemnities

In accordance with the Companies (Audit Investigations and Community Enterprise) Act 2004, which came into force on
6 Apnl 2005, the Company has indemnified the Directors against hability to third parties, and undertaken to pay Directors'
legal costs as incurred, provided that they are reimbursed to the Company if the individual 1s convicted

Key Parformance Indicators

The Beard monitor the progress of the Group against its strategic cbjectives on a regular basis The performance
of the Group 1s measured against strategy, budgets and forecasts using a vanety of financial and non-financial
indicators The most significant Key Performance Indicators ("KPi's") used by the Group, and the basis of
calculation are set out below

Non Financial KPI's

As a sports marketing and entertainment business, the Group's most important assets are its people, and one of the
Board’s major objectives 1s to ensure the retention and continued motivation of its key employees

On a continuing operational basis, the Group has 237 employees, compared with 260 employees in 2005, excluding
those businesses closed down or sold dunng that year The reduction 1s due to a scalng down of cur GEM operation
in the USA which 1s now completely focused on New York and Minneapeclis

The Group also seeks to reward and motivate staff through the Group Executive Share Option Scheme 1 1 million
options were 1ssued in 2006 as part of the Group's ongoing commutment to ensure key staff feel appropriately valued

As a sports marketing and entertainment business operating in two continents, the Board alsc places significance on the
retention of key customers Across the Group, only two significant contracts have ended dunng 20086, and the impact of

these losses has been mitigated through the conversion of new business opportunities, and a reduction in the overall
overhead level within the business Within our Talent Management business, which has over 2000 chents, there were no other
significant client losses
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DIRECTORS' REPORT (continued)
Financiat KPI's
The Board uses the following KPI's to monitor and assess the performance of the Group and s individual businesses

As noted above, talent form a cntical component of cur business, and ratios focused on employees are therefore significant
With the exception of the current ratio, all KPI's are measured on continuing operations

Measure 2006 2005 Method of calculation

Gross Profit Percentage 65% 71% Gross profit expressed as a percentage of turnover

Gross Profit per employee £87,058 £76,048 Gross profit generated per employee

EBITDA per employee £8,220 £4,890 Earnings before Interest, Tax, Depreciation and
Amortisation generated per employee

Salary per employee £59,641 £56,465 Average total payroll cost per employee

Salary/Gross Profit 69% 74% Salary costs as a proportion of gross profit

Current ratio 94% 107% Current habilities expressed as a proportion of

current assets

Turnover Growth 14% 2% Turnover growth on the prior year expressed
as a percentage

These KPI's are discussed in more detall in the Operating and Financial Review
Financial nsk management objectives and policies

The Group uses financial instruments, compnsing cash, short-term borrowings, trade debtors and trade

creditors, which arise directly from its operations The main purpose of these financial instruments 15 1o

raise finance for the Group's operations

The Group uses a mixture of shares, deferred loans, cash and deferred consideration for acquisitions to minimise

nsk and maximise returns

The main nsks ansing from the Group's financial instruments are credit nsk, interest rate nsk, iquidity nsk and foreign
currency nsk Short term debtors and creditors have been excluded from all the following disclosures, other

than the currency nsk disclosures The Board reviews and agrees policies for managing each of these nsks

The Group finances its operations through a mixture of retained profits and bank facilities

Cradit Risk
The Group's principal financial assets are bank balances, trade and other debtors, which represent the Group’s maximum
exposure to credit nsk in relation to financial assets Credit nisk anses largely in respect of trade debtors

Interest Rate Risk
The Group’s policy 1s to manage exposure to interest rate fluctuations on its borrowings by the use of floating
faciities and shaort term deposits

Liguidity Risk
The Group seeks to manage financial nsk to ensure sufficient hquidity 1s available to meet forseeable needs and
to invest cash assets safely and profitably Short term flexibility 1s achieved through bank overdraft faciliies

Currency Risk
The Group's operations take place internationally Sales are invotced principally in sterling and US dollars
The Directors continually monitor currency exposure

Auditors

Grant Thornton UK LLP offer themselves for reappointment as auditors in accordance with Section 385 of the
Companies Act 1985

Annual General Mesting

Notice of the forthcoming Annual General Meeting will be enclosed separately

By order of the Board

Hek (et

M R Ireland
12 June 2007
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STATEMENT OF DIRECTORS' RESPONSIBILITIES

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

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have elected to prepare financial statements \n accordance with United Kingdom Accounting Standards
{United Kingdom Generally Accepted Accounting Practice) The financral statements are required by faw to give
a true and fair view of the state of affars of the Group and company and of the profit or loss of the Group for that
penod

In finahsing the 2006 report and accounts, it was dentified that certain share transactions entered into between
October 2005 and January 2006 had occurred at a time when the Company had ceased to have sufficient
distnbutable reserves The directors have reviewed the circumstances and legal and financial effects of the
vanous transacbions in conjunction with its legal adwvisers, Nominated Adviser and independent counsel The
directors {excluding Duncan Soukup, non-executive director) are satisfied that the substance of the transactions
is fairly represented in the financial statements, and in the opinion of the directors (excluding Duncan Soukup}
those financial statements give a true and fair view of the effect of these transactions It is intended by the
directors {excluding Duncan Soukup) that at the forthcoming Annual General Meeting resolutions will be
proposed to remedy any 1ssues that have ansen from these transactions

In prepanng these financial statements, the directors are required to
- Select suitable accounting policies and then apply them consistently,
- Make judgements and estimates that are reasonable and prudent,

- State whether applicable UK accounting standards have been followed, subject to any matenial departures
disclosed and explained in the Financial Statements, and

- Prepare the Financia! Statements on the going concern basis, unless it 1s inapproprnate to presume that the
Group will continue In business

The Drrectors are responsible for keeping proper accounting records which disclose with reasonable accuracy
at any time the financiat position of the Group and to enable them to ensure that the Financial Statements
comply with the Companies Act 1985 They are also responsible for safeguarding the assets of the Group and
hence for taking reasonable steps for the prevention and detection of fraud and other irregularities

In so far as the Directors are aware

- there 1s no relevant audit information of which the Group's auditors are unaware, and

- the Directors have taken all steps that they cught to have taken to make themselves aware of any
relevant audit infermation and to establish that the auditors are aware of that information

The directors are responsible for the maintenance and integnty of the corporate and financial information
nciuded on the company's website  Legistation in the United Kingdom goverming the preparation and
dissemination of financial statements may differ from legislation in other junsdictions
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REPORT OF THE INDEPENDENT AUDITORS TO THE MEMBERS OF CSS STELLAR PLC

We have audited the Group and Parent Company Financial Statements (the *financial statements”) of CSS Stellar Plc for the
year ended 31 December 2006 which compnse the accounting policies, the consolidated profit and loss account, the
consolidated statement of total recognised gains and losses, the consolidated and company balance sheets, the consolidated
cash flow statement, and the notes 1 to 34 These Financial Statements have been prepared under the accounting polictes set
out therein

This report 1s made solely to the Company's members, as a body, in accordance with Sechion 235 of the Companies Act 1985
Our audit work has been undertaken so that we might state to the Company's members those matters we are required to state
to them in an auditors’ 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 audit work, for this report, or
for the opinions we have formed

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The Directors' responsibilities for prepanng the Annual Report and the Financial Staterments in accordance
with United Kingdom law and accounting standards (United Kingdom Generally Accepted Accounting Practice}
are set out in the Statement of Directors’ Responsibilities

Qur responsibiity 1s to audit the Financial Statements in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (United Kingdom and Ireland}

We report 1o you our opinion as to whether the Financial Statements give a true and fair view and are properly

prepared in accordance with the Companies Act 1985 We also report to you whether in our optnion, the information given

in the Directors' Report ts consistent with the Financial Statements The information given in the Directors’ Report

includes that specific iInformation presented in the Operating and Financial Review that (s cross referred from the Review of the
Business in the Directors' Report

In addition we report to you If, in our opinien, the Company has not kept proper accounting recards,
if we have not received all the information and explanations we regquire for our audtit, or if Information specified
by law regarding Directors' remuneration and other transactions 15 not disclosed

We read other information contained in the Annual Report, and consider whether it is consistent with the audited

Financial Statements This other information compnses only the Directors' Report, Chairman's Statement, and the Operating
and Financial Review We constider the imphcations for our report If we become aware of any apparent rmsstatements

or matenal inconsistencies with the Financial Statements Qur respensibilities do not extend to any other information

BASIS OF OPINION

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) 1ssued by the Auditing
Practices Board An audit Includes examination, on a test basis, of evidence relevant to the amounts and

disclosures in the Financial Statements It also includes an assessment of the significant estmates and

Judgements made by the Directors in the preparation of the Financial Statements, and of whether the accounting

policies are appropnate to the Group's and the Company's circumstances, consistently applied and adequately disclosed

We planned and performed our audit so as to obtain all the nformation and explanations which we
considered necessary In order to provide us with sufficient evidence to give reasonable assurance that the
Financial Statements are free from matenal misstatement, whether caused by fraud or other irregulanty

or error In forming our opinion we also evaluated the overall adequacy of the presentation of information
in the Financial Statements

OPINION
In our opinion

- the financial statements give a true and fair view, 1n accordance with United Kingdom Generally Accepted Accounting
Practice, of the state of the group's and the parent company's affairs as at 31 December 2006 and of the group's loss
for the year then ended,

- the financial statements have been properly prepared in accordance with the Companies Act 1985, and

- the information given in the Directors' Report 1s consistent with the financial statements

Grant Thormnton UK LLP
Registered Auditor / U W
Chartered Accountants —_

London
12 June 2007




CSS STELLAR PLC

CONSOLIDATED PROFIT AND LOSS ACCOUNT

Year ended 31 December 2006

Turnover

- Continuing operations

- Discontinued operations
Group furnover

Cost of sales

Gross profit

impairment of goodwill and investments
Amortisation of goodwill
Other administrative expenses

Administrative expenses - total

Operating profit/{loss)
- Continuing operations
- Discontinued operations

Exceptional tems

Interest recevable

Interest payable

Loss on ordinary activities before taxation
Tax on loss on ordinary activities

Loss on ordinary activities after taxation
Minonty interests
Loss for the year
Loss Per Share (pence)
Basic

Diluted

CONSOLIDATED STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

Loss for the financial year

Translation adjustment on opening reserves

Total losses recognised since last annual report

Notes

BN

N~ D

25

17

2006 2005
£000 £000
31,644 27,854
. 26,558
31,644 54,412
(11,011) (29,251)
20,633 25,161
- (14,769)
(1,361) (1,881)
{19,154) (24,695)
(20,515) (41,345)
118 (2,476)
- (13,708)
118 (16,184)
- (843)
118 (17,027)
141 99
(285) (447)
(26) (17,375)
(469) (51)
(495) (17,426)
(137) -
(632) (17.428)
p p
22) (60 3)
22) (60 3)
£000 £000
(632) (17,426)
80 20
(552) (17.4086)

The notes on pages 21 - 39 form part of these Financial Statements,




CSS STELLAR PLC
CONSOLIDATED BALANCE SHEET
As at 31 December 2006

FIXED ASSETS
Intangible assets
Tangible assets
Other investments

CURRENT ASSETS
Stocks and work in progress
Debtors

Cash at bank and in hand

CREDITORS AMOUNTS FALLING
DUE WITHIN ONE YEAR

Net current assets/(habilities)

Total assets less current habilities

CREDITORS AMOUNTS FALLING DUE
AFTER MORE THAN ONE YEAR
Minonty interests

CAPITAL AND RESERVES
Called up share capital
Share premium account
Revaluation reserve

Profit and loss account

Shareholders’ funds

Notes

11
12
13

14
15
17

18

21

24
25
25
25

26

2006
£000

187
6,864

1,649

8,700

(8,202)

2006
£000

18,036
1,899
41

19,976

498
20,474

(894)
(442)
19,138

14,487
28,158
620
(24,127)

19,138
e —

2005
£000

280
5,102

954

6,336

(6,751)

These Financial Statements were approved by the Board of Directors on 12 June 2007

SAKelly

rector

AR Jakobt

Director

The notes on pages 21 - 39 form part of these Financlal Statements

18

2005
£000

19,397
2,043
41

21,481

— 415
21,066

(1,275)
(120)
19,671

14,487
28,158
637
_(23811)

19,671




CSS STELLAR PLC
COMPANY BALANCE SHEET
As at 31 December 2006

2006 2006 2005
£000 £000 £000

FIXED ASSETS
Investments in subsidianes 13 23,201
Other investments 13 41

23,242
CURRENT ASSETS
Debtors 15 1,573 1,890
Cash at bank and in hand 17 - -

1,573 1,890

CREDITORS AMOUNTS FALLING
DUE WITHIN ONE YEAR 18 (2,123) (2,675)
Net current habilities 550
Total assets less current habilities 22,692
CREDITORS AMOUNTS FALLING DUE
AFTER MORE THAN ONE YEAR 21 861

21,831
CAPITAL AND RESERVES
Called up share capital 24 14,487
Share premium account 25 28,158
Profit and loss account 25 (20,814)
Shareholders' funds 21,831
These were approved by the Board of Directors on 12 June 2007

z/u,CL/?/l/"
JAR/ Jakoh
Durector

The notes on pages 21 - 39 fgrmypart of these Financial Statements

19

2005
£000

23,201
41

23,242

785
22,457

(1,223)
21,234

14,487
28,158

(21.411)
21,234




CSS STELLAR PLC
CONSOLIDATED CASH FLOW STATEMENT
Year ended 31 December 2006

Cash inflow from operating activities

Returns on Investments and servicing of flnance

Interest paid
Interest received
Interest element of finance lease payments

Net cash outflow from returns on investments
and servicing of finance

Taxatlon

Capital expenditure and financial investment

Purchase of tangible fixed assets
Sale of tangible fixed assets

Net cash outflow from capital
expenditure and financial investment

Acquisitions and disposals
Purchase of investiments

Disposal of subsidianes

Net cash disposed of with subsidiaries

Net cash inflow from acqulsitions and disposals

Net cash inflow before financing

Financing

Repayment of borrowings

New finance leases

Capial element of finance lease rentals

Net cash outflow from financing

Increasef{decrease) in cash

The notes on pages 21 - 39 form part of these Financial Statements

2006 2006
Note €000 £000
27 1,044
(276)
141
— 9
(144)
(45)
(334)
9
(325)
530
29 (362)
25 (44)
406

28 124

20
2005 2005
£000  £000

284
(447)
99
(348)
(20)
(350)
15
(335)
(41)
2,546
(540)
1,965
1,546
(2,080)
57
(2,023)
(477)




CSS STELLAR PLC 21
NOTES TO THE FINANCIAL STATEMENTS
Year Ended 31 December 2006

1 Accounting Policies

The Financial Statements are prepared in accordance with applicable United Kingdom accounting standards

(UK GAAP) The pnncipal accounting policies of the Group are set out below The policies have remained
unchanged from the previous year, with the exception of FRS 20 Share Based Payments, and the Board consider
them to be the most appropnate for the Group

Basis of Preparation

The financial statements have been prepared under the histoncal cost convention modified by the revaluation
of land and buildings The Directors have prepared cashflow forecasts which show that the Group will be able to
meet its financial obligations for at least twelve months from the date of approval of these financial statements
Accordingly, the Directors consider it appropnate to prepare the financial statements on a going concern basis

In finalising the 2006 report and accounts, it was identified that certain share transactions entered into between
Octeber 2005 and January 2006 had occurred at a time when the Company had ceased to have sufficient
distnbutable reserves The directors have reviewed the circumstances and legal and financial effects of the
various transactions in conjunction with its legat advisers, Nominated Adviser and independent counsel The
directors (excluding Duncan Soukup, non-executive director) are satisfied that the substance of the transactions 1s
farly represented in the financial statements, and in the opinion of the directors (excluding Duncan Soukup) those
financial statements give a true and fair view of the effect of these transactions It ts mtended by the directors
(excluding Duncan Soukup) that at the forthcoming Annual General Meeting resolutions will be proposed to
remedy any 1ssues that have ansen from these transactions

Basis of Consolidation

The Group Financial Statements consolidate those of the Company and of its subsidiary undertakungs for the
financial year ended 31 December 2006

On acquisttion of a subsidiary, all of the subsidiary’s assets and habilities which exist at the date of acquisition
are recorded at their far values reflecting thetr condition at that date

Assoctated Undertakings

Undertakings other than subsidiary undertakings, in which the Group has an investment of at least 20% of the
shares and over which it exerts significant influence, are treated as associates

Turnover

Talent Management
Turnover represents commission recogmsed on an agent basis when contractually due from clients

Marketing
Tumcver reprasents fees and adverising sales, recognised when the services are performed in
accordance with contractual arrangements for chent representation and sales invoiced to third parhies

Events
Turnover represents gross fees and sales of matenals Tumover i1s recognised on performance of services in

accordance with contractual arrangements, and sales of matenals are recogrised on delivery
Tumover excludes value added tax and similar sales related taxes
Invaestments

Investments held as fixed assets are stated at cost less provision for any permanent diminution in value

Intangible Fixed Assets

Goodwill

Goodwill represents the excess of the farr value of consideration over the fair value of the separable net assets
and habilities of businesses acquired and 1s amortised through the profit and loss account in equal instalments
over its useful economic ife Provision 1s made for any impairment

Pensions

The Group makes payments to certain employees to enable them te contnbute to their own personal pension
plans The amounts charged to the profit and Joss account represent amounts payable in respect of the
perod

Deprecration

Prowvision for depreciation of tangible assets 1s made on a straight line basis at rates calculated to wnte off the
cost or valuation of the assets, less ther estimated residual vatues, over their expected useful economic lives

as follows
Freehold property 3 3% per annum
Motor vehicles 25% per annum
Event equipment 20 - 33% per annum
Office equipment 33% per annum
Fumiture and fitungs 15-25% per annum
Leasehold improvements over the term of the lease

No depreciation 1s charged on freehold land
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NOTES TO THE FINANCIAL STATEMENTS (continued)
Year Ended 31 December 2006

1 Accounting Policies (continued)

Stocks

Stocks are stated at the lower of cost and net realisable value Cost represents matenals, direct labour,
sub-contracted work and appropnate production overheads

Work in Prograss

Work in progress compnses costs incurred on work not yet completed and is stated at the lower of cost and
net realisable value

Leases

Leases where substantially all of the nsks and rewards of ownership are not transferred to the group
are treated as operating leases Rentals under operating leases are charged against profits on a
straight-line basis over the penod of the lease Operating lease incentives are recognised, on a
straight-ine basis, as a reduction of the rental expense over the shorter of the lease term and the
penod to the first rent review where market rentals will be payable

Rental income from these operating leases Is recognised on a straight-line basis over the period of the
lease Operating lease incentives offered by the group are accounted for as a reduction of the rental
income and are allocated over the shorter of the lease term and the penod to the first rent roview
where market rentals will be receivable

Foreign Currencies

Transactions denominated in foreign currencies are translated into sterling at the exchange rate ruling at the
date of the transaction Monetary assets and liabilittes denominated in foreign currencies are translated at
the rates of exchange ruling at the balance sheet date The financial statements of foreign subsidianies and
associates are translated at the rate of exchange ruling at the balance sheet date The exchange differences
ansing from the translation of the opening net investment in subsidianes and associates are taken directly to
reserves Where exchange differences result from the translation of foreign currency borrowings raised to
acguire foreign assets (including equity investments), they are taken to reserves and off-set against the
differences ansing from the translation of those assets All other exchange differences are dealt with through
the profit and loss account

Financial Instruments

Financial iabilittes and equity instruments are classified according to the substance of the contractual
arrangements entered into

A financial labiity exists where there 1s a contractual obligation to deliver cash or another financial
asset to another entity, or to exchange financial assets or financial habilittes uncer potentially
unfavourable condiions In addition, contracts which result in the entity delivenng a vanable number of
its own equity instruments are financial habilities

Finance costs and gains or losses relating to financial habilities are included in the profit and loss
account The camrying amount of the iability 15 increased by the finance cost and reduced by payments
made in respect of that liability Finance costs are calculated so as to produce a constant rate of
charge on the outstanding hability

An equity instrument 1s any contract that evidences a residual interest in the assets of the group after
deducting all of its habilites Dividends and distributions relating to equity instruments are debited
directly to reserves




CSS STELLAR PLC
NOTES TO THE FINANCIAL STATEMENTS
Year Ended 31 December 2006

Deferred Taxation

Deferred tax 1s provided in full on iming differences which result in an obligation at the balance sheet
date to pay more tax, or a nght to pay less tax at a future date, at rates expected to apply when they
crystallise based on current tax rates and law Timing differences anse from the inclusion of tems of
income and expenditure in taxation computations in penads different from those which are included in
the financial statements Deferred tax assets are recognised to the extent that it i1s regarded as more
Lkely than not that they will be recovered Deferred tax assets and labiliies are not discounted

Share Based Payments

All share-based payment arrangements granted after 7 November 2002 that had not vested pnor to 1
January 2005 are recognised in the financial statements

All goods and services received in exchange for the grant of any share-based payment are measured
at their fair values Where employees are rewarded using share-based payments, the far values of
employees' services are determined indirectly by reference to the fair value of the instrument granted
to the employee This fair value 1s appraised at the grant date and excludes the impact of non-market
vesting conditions (for example, profitability and sales growth targets)

All equity-settled share-based payments are ultmately recognised as an expense in the profit and loss
account with a corresponding credit to “other reserves”

If vesting penods or other non-market vesting conditions apply, the expense is allocated over the
vesting penod, based on the best available estimate of the number of share options expected to vest
Estimates are revised subsequently if there 1s any indication that the number of share options expected
to vest differs from previous estimates Any cumulative adjustment pnor to vesting 1s recogmised in the
current period No adjustment 15 made to any expense recognised in pnor penods If share options that
have vested are not exercised

Upon exercise of share options, the proceeds received net of atinbutable transaction costs are
credited to share capital, and where approprate share premium

23




CSS STELLARPLC 24
NOTES TO THE FINANCIAL STATEMENTS (continued)
Year Ended 31 December 2006

2 Analysis of Trading and Net Assets

Class of Business

Divisions Turnover Profit/{loss) before taxation Net assets/(liabilitles)
2006 2005 2006 2005 2006 2005
£000 £000 £000 £000 £000 £000

Continuing operations

Talent Management 14,089 12,088 1,049 1,128 {1,205) {1,959)

Marketing 5,959 6,354 356 (83) {2,076) {2,154)

Events 11,596 9,412 810 623 1,918 1,858

Central costs/net assets (1) - - {736) (887) 20,501 21,926

31,644 27,854 1479 781 19,138 19,671

Discontinued operations

Talent Management -

Marketing - 26,558 - {315) - -
Events - - - - - .
- 26,558 - (315} - -
Impatrment of goodwill - (14,769}
Goodwill amortisation (1,361) (1,881}
Operating profit/(loss) 118 (16,184}
Net interest (144) (348)
Exceptional tems - (843)
Group loss before taxation {26) {17,375)
Geographical market
Turnover Profit/{loss) before taxation  Net assets/(liabilities)
2006 2005 2006 2005 2006 2005
£000 £000 £000 £000 £000 £000
Continuing operations
Europe 23,710 20,767 1,870 1,619 713 (102)
North Amernca 7,934 7,087 345 49 (2,076) {2,153)
Central costs/net assets (1) - - __(738) (887) 20,501 21,926
31,644 27.854 1479 781 19,138 19,671
Discontinued operations
Europe - 3,284 - 102 - -
North Amenca - 23,274 - {417) - -
- 26,558 - {315) 4 -

{1) Central costs have been separately analysed to enable a direct compansen of the operating performance of each
division

The origin and destination of turnover, profit{loss) before taxation and net assets are not matenally different

Cost of sales, amounts wntten off goodwill and admimistrative expenses are analysed between continuing and
discontinued operations below

Continuing Discantinuesd Continuing Discontinued
Operatlons operations Total Operatlons operations Total
2006 2006 2006 2005 2005 2005
£000 £000 £000 £000 £000 £000
Cost of sales 11,011 - 11,011 8,083 21,168 29,251
Impairment of goodwill - - - 1,776 12,993 14,769
Amortisation of goodwill 1,361 - 1,361 1,481 400 1,881

Other admin expenses 19,154 - 19,154 18,990 5,705 24,695




CSS STELLARPLC
NOTES TO THE FINANCIAL STATEMENTS (continued)
Year Ended 31 December 2006

3 Loss on Ordinary Activities Before Taxatlon

Loss on ordinary actraties before taxation is after charging/(crediting)
Depreciation of tangible fixed assets
Owned assets
Assets under hire purchase agreements and finance leases
Profit on disposal of fixed assets
Dperating lease rentals - other
Auditors' remuneration
Audit services
- Parent company
- Group
- Taxation
Non-audit seraces
- Audit of subsidianes
- Intenm fee
- Taxation compliance

There was no matenal difference between the profit disclosed in the profit and loss account and the profit

on an unmodified historical cost basis
4 Exceptional tems
Impairment of goodwill and investments

Impatrment of goodwill
Impawrment of investments

Exceptional non-operating items

Costs of restructunng
L.oss on disposal of subsidiary undertakings

5 Infarmation Regarding Directors and Employees

Employment costs, including Directors, dunng the year
Wages and salanes
Social secunty costs
Other pension costs

Average number of persons, including Directors, employed
Sales

Administration

Directors’ remuneration

Emoluments
Pension costs

Number of Directors in money purchase pension schemes

25
The Group

2006 2005
£000 £000
409 473
60 137
9 {(15)
842 1,614
6 8

24 21
13 11
41 116
12 12
1 12

- 13,713

- 1,056

- 14,769

- 649

- 194

- 843
12,237 15,522
1,589 1,449
310 804
14,136 17,775

No No
187 315
50 74
237 389
£000 £000
491 752
14 22
505 774

No No

1 2




CSS STELLARPLC
NOTES TO THE FINANCIAL STATEMENTS {continued)
Year Ended 31 December 2006

5 Informatlon Regarding Directors and Employees (contlnued)

Emoluments of the indmdual Directors

2006

JD Webber
JAR Jakobi
SA Kelly
KG Rose
PE Owen
CD Soukup

2005

JD Webber
JAR Jakcbi
SA Kelly
KG Rose
PE Owen
CD Soukup

26
Fees, salarles
and taxable Pension
benefits  contribution Total
£000 £000 £000
56 - 56
226 - 226
165 11 176
32 3 35
12 - 12
491 14 505
191 - 191
226 - 226
191 11 202
132 11 143
12 - 12
752 22 774

Included in Directors’ emoluments and employment costs are the following amounts charged by entittes fer the seraces

of directors whilst directors of the Group

J Webber Finance Limited — JD Webber is a director and shareholder
FJ Associates — JAR Jakobi 1s a partner

6 Interest Recelvable
Bank interest

7 Interest Payahle

Bank lcans, overdrafts and other loans repayable
within five years
Hire purchase agreements and finance leases

The Group
2006 2005
£000 £000

- 174
201 201
141 a9
276 437

9 10

285

447
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NOTES TO THE FINANCIAL STATEMENTS (continued)
Year Ended 31 December 2006

The Group
8 Tax on Loss on Ordinary Actlvitles 2006 2005
Analysls of charge In year £000 E000
Current tax
United Kingdom corporation tax 493 243
Overseas taxation - 5
493 248
Defarred Tax
United Kingdom
- eurrent year 9 (39}
- priof year {33) {158}
(24) {197}
Total tax charge on loss on ordinary activities 469 51

The tax assessed for the penod 1s higher than the standard rate of corporation tax in the UK {30%) The differences are
explained below

Tax charge reconcillation

Loss on ordinary activities before taxation (26) (17,375)
Loss on ordinary actmties multiphed by the standard rate of corporation tax (30%) (8) (5.213)
Goodwill amortisation not deductible for tax purposes 408 564
Capital allowances in excess of depreciation ) 122
Expenses not deductible for tax purposes 153 14
Losses In overseas subsidianes - 677

Utihsed losses (69) (4)
Impairment of goodwill and loss on disposal of subsidiaries - 4,078
Deferred tax unprovided - 10

Other timing differences 10 -

Tax charge on loss on ordinary actmues 493 248




CSS STELLARPLC
NOTES TO THE FINANCIAL STATEMENTS (continued)
Year Ended 31 December 20086

9. (Loss) / Earnings Per Share

Earnings
2006 £000
Attributable to ordinary shareholders:
Loss (632)
Amortisation of gocdwill 1,361
Adjusted earnings 729
(Loss) / earmings per share
Dilutive effect of securnties
Options, warrants and shares to be i1ssued
{Loss) / earnings per share
2005
Attributable to ordinary shareholders:
Loss {17,426)
Amortisation of goodwill 1,881
Impairment of goodwll 14,769
Loss on disposal of subsidianies B43
Operating loss on discontinued activities 315
Less tax at 30% (94)
Adjusted earnings 288

{Loss) / earnings per share

Dilutive effect of securities
Options, warrants and shares to be issued

(Loss) / earnings per share

28

Weighted Basic per Adjusted per
average share amount share amount
no. of shares pence pence
28,976,581 (2 2) 25
487,619
29,464,200 (22) 25
28,922,957 60 3 10
28,922,957 {60 3) 10

In accordance with FRS 22, the diluted loss per share 1s equivalent to the basic loss per share as any dilutive

effect would decrease the net loss per share

10. Profit Attributable to Members of the Parent Company

As permitted by Section 230 of the Companies Act 1985, the parent company has not presented its own

profit and loss account

The Company's own profit for the year after taxation amounting to £597,000 (2005 loss of £24,942,000)

has been transferred to/{from) reserves
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NOTES TO THE FINANCIAL STATEMENTS (continued)
Year Ended 31 December 2006

11. Intanglble Assets

Goodwill
£000
Cost
At 1 January 2006 30,195
Additions -
Disposals -
At 31 December 2006 30,195
Accumulated amortisation and impairment
At 1 January 2006 10,798
Amortisation charge for the year 1,361
Disposals -
At 31 December 2006 12,159
Net book value at 31 December 2006 18,036
Net book value at 31 December 2005 19,397
Goodwill I1s written off over the following number of years
Subsldiary Number of
Years
CSS International Holdings Limited 20
CSS Stellar GEM Group Inc 20
The Peters Fraser & Dunlop Group Limited 20
CSS Stellar Management Limited 20
Ilcon Display Limited 20
Others 5

In accordance with accounting standards, the Group regularly monitors the carrying value of its fixed assets A
review was undertaken dunng the year to assess whether the carrying value of the assets was supported

by the net present value of future cash flows denved from assets using cash flow projections for each asset In
the peried to 31 December 2016

The Group has prepared ten year forecasts for use as the basis for its impairment reviews Revenue growth i1s
forecast on a basis of past evidence and future expectations Revenue growth is forecast to steadily increase
throughout the ten year period Revenue growth beyond 1 January 2012 does not exceed nominal GDP
Accordingly the directors believe that it 1s appropriate to use projections in excess of five years The discount rates
for the business segments reviewed were based on a company specific pre-tax weighted average cost of capital
of 5 64%

The results of the review undertaken dunng the year indicated that no impairment charge was required
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NOTES TO THE FINANCIAL STATEMENTS (continued)
Year Ended 31 December 20086

12 Tangible Fixed Assets

30

Office
equipment,
Freehold Motor Event furnlture and
property vehicles  equipment fittings Total
£000 £000 £000 £000 £000
The Group
Cost or valuation
1 January 2008 985 350 521 3,975 5,831
Translation - - - {9) 9)
Additions - 95 56 183 334
Disposals - (78) - {18) {94)
At 31 December 2006 985 369 577 4,131 6,062
Accumulated depreciation
1 January 2006 64 218 396 3,110 3,788
Charge for the year 32 74 g2 271 469
Disposals - (76) - {18) (94}
At 31 December 2006 96 216 488 3,363 4,163
Net book value at 31 December 2006 889 153 89 768 1,899
Net book value at 31 December 2005 921 132 125 865 2,043

The net book value of the Group's fixed assets includes £105,000 for motor vehicles and £88,000 for event
equipment (2005 £115,000 and £124,000 respectively) in respect of assets held under finance leases

The freehold property was revalued on 16 March 2004 by Caxton, Chartered Surveyors, to a market value of

£985,000 The Directors have considered the value and do not believe it to have materally changed since that date

If the freehold property had not been revalued, it would have been included on an historical cost basis at the

following amounts

Freehold

property
£000

Cost 394
Accumulated depreciation (108)

286
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NOTES TO THE FINANCIAL STATEMENTS (continued)
Year Ended 31 December 2006

13. Fixed Asset Investments

Note The Group The Company
2006 2005 2006 2005
£000 £000 £000 £000
Substdiary undertakings - - 23,201 23,201
Other investments 41 41 41 41
41 41 23,242 23,242
Subsidiary Other
Undertakings Investments
£000 £000
Cost
At 1 January and 31 December 2008 30,525 1,078
Provisions for impalrment
At 1 January and 31 December 2006 7,324 1,037
Net book value
At 31 December 2006 and 31 December 2005 23,201 41

Other investments compnse trade investments where less than 20% of the share capital 1s held or there is no control

14 Stocks and Work In Progress

The Group The Company

2006 2005 2006 2005

£000 £000 £000 £000
Raw matenals 131 187 - -
Work in progress 56 93 - -

187 280 - -
15 Debtors
Amount owed by group undertakings - - 955 1,134
Trade debtors 2,988 2,368 - -
Other debtors 1,898 854 618 632
Deferred tax asset (note 16) 229 205 - -
Prepayments and accrued income 1,749 1,675 - 124

6,864 5,102 1,573 1,890
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NOTES TO THE FINANCIAL STATEMENTS (continued)
Year Ended 31 December 2006

16 Deferred Tax Asset

The Group The Company

2006 2005 2006 2005

£000 £000 £000 £000

At 1 January 2006 205 19 - -
Deferred tax charge for the period

Pror Year 9) - - -

Current Year at 30% 33 186 - -

At 31 December 2006 228 205 - -

The deferred tax asset relates primanly to losses ansing In an overseas subsidiary Since the directors believe 1t to be
probabie that these losses will be offset by taxable profits in future periods, the deferred tax asset has been recognised

17 Cash at bank and In hand
Current account 1,649 954 - -

The Group also holds cash in trust on behalf of its clients At 31 December 2006 amounts totalling £3,460,885 were held
in separately designated bank accounts (2005 £5,065,728)

18 Creditors' amounts falling due within one year

Bank loans and overdrafts (note 19) 2,642 2,071 2,123 2,675

Trade creditors 1,733 2,005 - -

Other creditors including taxation and

social secunty (note 20) 1,378 560 - -

Accruals and deferred income 2,449 2,115 - -
8,202 6,751 2,123 2,875

19. Bank Loans and Overdrafts amounts falling due within one year

Bank overdraft (note 22) 2,109 1,538 1,590 2142
Bank loans {note 22) 533 533 533 533
2,642 2,071 2,123 2,675

20 Other Creditors including Taxatlon
and Soclal Security

Corporation tax 487 193 - -
Social secunty and other taxes 845 296 - -
Hire purchase agreements and finance leases (note 22) 46 71 - -

= 1378 560 - -
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The Group The Company
2008 2005 2006 2005
£000 £000 £000 £000
21 Creditors* amounts falling due
after more than one year
Bank loan (note 22) 861 1,223 861 1,223
Hire purchase agreements (note 22) 33 52 - -
894 1,275 861 1,223

The banks have, in respect of therr loans, guarantees and overdraft facilities, a legal mortgage and mortgage debenture
over all assets and a specific charge over the freehold properties and book debts of the Company and its subsidianes

Amounts due under hire purchase agreements are secured on the assets to which they relate
22 Maturlty of Financial Liabllities

The financial habilities are repayable as follows

Within one year
Bank and other borrowings 2,642 2,071 2,141 2,675
Finance leases 46 71 - -

After one and within two years
Bank and other borrowings 368 383 369 383
Finance leases 33 52 - -

After two and within five years
Bank and other borrowings 492 840 492 840
Finance leases - - - -

3,582 3,417 3,002 3,898

The Group had three bank loans outstanding at the end of the year as detalled below

a) £636,000 (2005 £954,000) in respect of a flexible business loan The loan is repayable at £325,000 per annum and
bears interest at 2% over base rate,

b) £609,000 (2005 £652,000) in respect of a mortgage secured over the freehold property held by the Group The loan
Is repayable at £58,000 per annum and bears interest at 2% over base rate,

c) £150,000 (2005 £150,000) in respect of a bridging loan The loan Is repayable on demand and bears interest at
2 5% over base rate

The Group's facilities were renewed for a further twelve months on 6 March 2007
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23 Financlal Instruments

The Group uses financial instruments, compnsing cash, short-term borrowings, trade debtors and trade creditors, which
anse directly from its operations The main purpose of these financial instruments 1s to raise finance for the Group's
operations

The Group uses a mudure of shares, deferred loans, cash and deferred consideration for acquisitions to minimise
nsk and maximise returns

The main risks arising from the Group's financial instruments are credit nsk, interest rate nsk, lguidity nsk and foreign
currency nsk Short term debtors and creditors have been excluded from all the following disclosures, other
than the currency nsk disclosures The Board reviews and agrees polcies for managing each of these nisks

The Group finances its operations through a mixture of retained profits and bank facilities
CredIt Risk

The Group's principal financial assets are bank balances, trade and other debtors, which represent the Group's maximum
exposure to credit nisk in relation to financial assets Credit nsk anses largely in respect of trade debtors Since the Group’
customer base I1s diverse, the Group believes credit nsk 1s minimal, and that no further credit nisk provision 1s required in
excess of the normal provision for bad and doubtful debts included within trade debtors

Interest Rate Risk

The Group's policy 1s to manage exposure to interest rate fluctuations on its borrowings by the use of floating
facilities and short term deposits

At the year end the interest rate exposure of the Group arose on loans and overdrafts totalling £1,933,000
{2005 £2,463,000)

Liquidity Risk

The Group seeks to manage financial nsk to ensure sufficient iquidity 1s available to meet forseeable needs and
to invest cash assets safely and profitably Short term flexability ts achieved through bank overdraft facilities at the
year end of £2 3 million

Currency Risk

The Group's operations take place internationally Sales are invoiced pnncipally in sterling and US dollars The Directors
continually moniter currency exposure At 31 December 2006 the Group held cash balances of US$1 0 millien (2005
US$0 2 milhon), debtor balances of $3 @ milion (2005 $1 3 million) and creditor balances of $2 0 millon {2005 §2 1
million)

Fair Values
The fair values of the Group's financial instruments are considered to be not matenally different to the book values
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24 Called Up Share Capital

Authonsed

60,000,000 (2005 60,000,000} ordinary shares of 50p each

Allotted, 1ssued and fully pad

28,976,581 (2005 28,976,581) ordinary shares of 50p each

Detalls of the Company’s Share Options and Warrants

At

Granted

1 January (lapsed/exercised)

2006
No.

Share options

60,000
607,486

124,000
569,000
28,850
70,162
120,000
74,671
395,000
680,096
894,762
72,500
57,500
10,000

Warrants

580,000
45,000
15,000
10,000

5,000
35,000

The share price range during the year was £0 26 to £0 435

Directors’ interests in the above share options are set out below None of the directors has any interest in warrants

SA Kelly 580,000
SA Kelly 180,475
P Owen 50,000

during the year

No.

(60,000)
(78,654)
(124,000)
(543,000)
(28,850)
(30,096)
(41,237)
(395,000)
(420,837)
(350,000)
(17,500)

10,000
580,000
454,899

60,000

15,000

At

31 December
2006

No

528,832

26,000
40,066
78,763
74,671
259,259
544,762
55,000
57,500
10,000
10,000
580,000
454,899
60,000
156,000

580,000
45,000
15,000
10,000

5,000
35,000

580,000

190,475
50,000

Exercise
price

£

050
050

080
180
282
110
050
050
050
050
053
050
050
050
050
026
027
028
029

162
222
251
200
110
050

026

053
027

35
2006 2005
£000 £000
30,000 30,000
14,487 14,487
Date from
which Expiry
exercisable date
241003 24 1010
271003 271010
271003 271010
171203 171210
300105 300112
300905 3009 12
02 01 06 020113
1703 06 17 03 13
18 03 06 1803 13
170307 17 03 14
230307 230314
081207 0812 14
081207 081214
091108 081215
2404 09 24 04 16
07 06 09 07 06 16
210809 2106186
011109 0111186
301109 301116
090503 0905 10
170104 1701114
060304 06 03 11
18 06 05 18 06 12
131205 131212
170306 170313
07 06 09 07 06 16
230307 2303 14
2106 09 2106 16




CSS STELLAR PLC
NOTES TO THE FINANCIAL STATEMENTS (continued)
Year Ended 31 December 2006

36

25. Reserves
Share Profit and
Premium Revaluation Loss
Account Reserve Account Total
The Group
£000 £000 £000 £000
At 1 January 2006 28,158 637 (23,611) 5,184
Transfer of realised revaluation reserve - {17) 17 -
Currency translation difference - - 80 80
Share based payment charge - - 19 19
Loss for the year - - (632) (632)
At 31 December 2006 28,158 620 (24,127) 4,651
The Company
£000 £000 £000 £000
At 1 January 2006 28,158 - (21,411) 6,747
Profit for the year - - 597 597
At 31 December 2008 28,158 - (20,814) 7,344
26. Reconciliation of Movements in Consolidated Shareholders’ Funds
2006 2005
£000 £000
Loss for the financial year (632) (17,426)
Currency translation difference 80 20
Share based payment charge 19 -
New shares issued (including share premium) - 168
Release of provision for shares to be 1ssued - (489)
Net decrease In equity shareholders’ funds (533) (17.727)
Opening equity shareholders’ funds 19,671 37,398
Closing equity shareholders’ funds 19,138 19,671
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27 Reconciliation of Operating Profit/(loss) to Net Cash Inflow

from Operating Activities

Operating profit/(loss)
Depreciation charge
Amortisation of iIntangible assets
Imparment of goodwill
Decrease/(increase) in stocks
(Increase)/decrease in debtors
Increase/(decrease) in creditors

Cash inflow from operating activiies

28. Reconclliation of Net Cash Flow to Movement in Net Debt

Increase/(decrease) in cash in pernod
Cash outflow from decrease in net debt
and lease financing

New finance leases

Net debt ehminated on disposal

Change in net debt
Net debt brought forward

Net debt carned forward

29. Analysis of Net Debt

Cash at bank
Overdrafts

Bank debt due after 1 year
Bank debt due within 1 year
Finance leases

Total

37

The Group
2006 2005
£000 £000
118 (16,184)
469 610
1,361 1,881
- 14,769
93 (109)
(1,856) 106
859 (789)
1,044 284
124 (477)
406 2,080
- (57)
- 170
530 1,716
(2,463) (4,179)
{1,933) (2,463)
At1 Cash Non cash At 31
January flow movements December
2006 2006
£000 £000 £000 £000
954 695 - 1,649
(1,538) (571) - (2,109)
(584) 124 - (460)
(1,223) - 362 {861)
(833) 362 (362) (533)
(123) 44 - {79)
(2,463) 530 - {1,933)
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30. Capital Commitments
There were no other capital commitments authorised and contracted for at 31 December 2006 (2005 £nil)
31. Financial Commitments

At 31 December 2006, the Group had annual commitments in respect of non-cancellable operating leases as follows

2006 2005
£000 £000
Land and buildings
Leases which expire

Within one year 103 250
Between one and five years - -
After five years 603 778
706 1,028

Other
Within one year 12 13
Between one and five years 20 461

After five years - -

32 474

32. Contingent Liabilities

The Group operates bank accounts for each company under a Standard Composite Accounting System in
which any credit balances are automatically set off against any debit balances on a daily basis The
Company guarantees all the individual bank borrowings of ts UK subsidiaries At 31 December 20086, prior to
taking account of offsetting cash at bank, the overdrafts concerned were £4,937,000 (2005 £3,114,000)

33. Additional Information on Subsidiary Undertakings

Trading Subsidiaries Nature of business Ownership Incorporated In
CSS Stellar Management Limited Talent 100* England and Wales
CSS Steltar GEM Group Inc Marketing 100 USA
GEM Minneapolis Inc Marketing 75 USA
The Peters Fraser & Dunlop Group Limited Talent 100" England and Wales
lcon Display Limited Events 100 England and Wales
Talent Financial Limited Talent 100* England and Wales
CSS Presenters Limited Talent 100" England and Wales
C8S International Limited Corporate 100" England and Wales

At 31 December 2006 all other subsidianes were dormant
Entities marked with an astensk (*) are directly owned by the Company
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34 Related Party Transactions

Company
2006

Ayrton Senna Foundation Limited
Faw's Fare Limited

FJ Associates Partnership

J Webber Finance Limited

D Kuettel

2005

Ayrton Senna Foundation Limited
Fair's Fare Limited

FJ Associates Partnership

J Webber Finance Limited

Sales
£000

Purchases
£000

T 4 BT

17
15
12

Balance at
31 December
Owed
{To)/From
£000

38

Directors involved

JAR Jakobi, Director
JD Webber, Director
JAR Jakob, Partner
JD Webber, Chairman
D Kuettel

JAR Jakob, Director
JD Webber, Director
JAR Jakobi, Partner
JO Webber, Charman

The above trading transactions were all at arms’ length and mainly related to expense recharges and overheads, and

are in addition to those transactions set out in note 5




