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UTV Communications (UK) Limited

Directors' Report
for the vear ended 31 March 2007

The directors present their annual report, together with the audited financial statements of the company and the
group, for the year ended 31 March 2007,

Principal Activity

The principal activities of the group include distribution and marketing of motion pictures and development,
publishing and distribution of computer games.

Review of the business and likely future development:

During the year the company generated over £1.2 mllion of sales which is a slight increase over last year whilst
nine movies were distributed compared to fourteen movies in the previous year. The trend is expected to continue
with the first release in the forthcoming year on 11 May 2007 of "METRO" having received very good reviews.

This year another premiere product was distributed by the company "DON" which compares well with "RANG DE
BASANTI" which was nominated for the Oscars.

The company has also acquired distribution rights of another movie that is being produced in the UK, "GOAL"
which 1s expected to be released in Q2 of the forthcoming year.

During the year the company acquired for £7.2 million, a controlling stake of 71.09% in the gaming company,
Ignition Entertainment Limited. This is a new content distribution and production space that the company has
entered into and the gaming business is expected to contribute substantially towards the consolidated revenues and
profits during the coming years.

In order to gain presence in all the critical gaming segments to include console gaming, internet gaming and mobile
gaming segments, the company 1s in the process of acquiring a 56% stake in another gaming company in India -
India Games Limited.

Financial Instruments

The company's principal financial instruments comprise bank balances, bank overdrafts, trade creditors, trade
debtors and loans to the company. The main purpose of these instruments is to raise funds in order to finance the
company's operations.

Due to the nature of the financial instruments used by the company there is no exposure to price risk. The
company's approach to managing other risks applicable to the financial instruments concerned is set out below.

In respect of bank balances the liquidity risk is managed by maintaining a balance between the continuity of
funding and flexibility through the use of overdrafts at floating rates of interest.

In respect of loans, these comprise loans from shareholders and financial institutions.The loans from the
shareholders are interest free and without any fixed date of repayment. The loans for the financial institutions are
interest free and payable in six equal quarterly instalments.
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UTV Communications (UK) Limited

Directors' Report
for the year ended 31 March 2007

Continued ...

The Directors are aware of the finance required by the company and would ensure sufficient funds are available to
meet the instalments due.

Trade debtors are managed in respect of credit and cash flow risk by policies concemning the credit offered to
customers and the regular monitoring of amounts outstanding for both time and credit linuts,

Trade creditors liquidity risk 1s managed by ensuring sufficient funds are available to meet amounts due.
Principal risks and uncertainties

The company 's principal business is film distribution, content drives business and publishing and distnbution of
computer games. The company runs the risk of content and games not matching market expectation. While
choosing content for distribution, the company ensures that the films are from various genre, content comprises of
good talent and well known artists and it is created by well known production houses. Where the company 1s not
sure of the content, it distributes the same on commission basis where risks are minimal.

During the year the company has distributed four movies on commission basis which adds to the bottom line.
Content is evaluated well before deciding on its acquisition and the price to be paid. Efforts are made to maximise
inflows by exploring all possible tie-ups. All avenues of sales are explored to market the film and maximum
revenues.

Research and Development Activity

The company's subsidiary - Ignition Entertainment Ltd has undertaken Research and Development in the area of
computer games,

Results And Dividends

The results for the year are set out on page 6. The profit for the year after taxation and minority interests was
£349,727.

The directors do not recommend payment of a final dividend.

Directors and their Interests
The directars who served during the year and their interests in the company are as stated below:

Ordinary shares &
Redeemable Preference Shares

31 March 2007 1 April 2006
Hitesh Chandarana - -
Sridhar Sreekakula resigned on 15 May 2006 - -
Ronald Joseph D'Mello appointed on 15 May 2006 - -

Ronald Joseph D'Mello has a beneficial interest in the company's ultimate parent undertaking.
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UTY Communications (UK) Limited

Directors' Report
for the year ended 31 March 2007

Continued .o

Directors' Responsibilities

The directors are responsible for preparing the financial statements in accordance with appplicable law and United
Kingdom Generally Accepted Accounting Practice.

Company law requires the directors to prepare financial statements for each financial year which give a true and fair
view of the state of the affairs of the company and of the group and of the profit or loss of the company and of the
group for that year, In preparing these the directors are required to:

- select suitable accounting policies and apply them consistently;

- make judgements and estimates that are reasonable and prudent;

- prepare the financial statements on the going concern basis unless it is inappropriate to presume that the company
and the group will continue in business.

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any
time the financial position of the company and 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
company and of the group and hence for taking reasonable steps for the prevention and detection of fraud and other
irregularities.

The directors of the company must, in determining how amounts are presented within items in the profit and loss
account and balance sheet, have regard to the substance of the reported transaction or arrangement, in accordance
with generally accepted accounting principles and practice.

In so far as the directors are aware:

-there 15 no relevant audit information (information needed by the company’s auditors in connection with preparing
their report) of which the group's auditors are unaware, and

-the directors have taken all the steps that they ought to have taken to make themselves aware of any relevant audit
information and to establish that the group's auditors are aware of that information.

Auditors

In accordance with Section 385 of the Companies Act 1985, a resolution proposing that Nagle James Associates
Limited be reappomted as auditors of the company will be put to the Annual General Meeting,

This report 1s prepared in accordance with the special provisions of Part VII of the Companies Act 1985 relating to

medium-sized companies,

|This r

ort was approved by the Board on 24 May 2007 and signed on its behalf by

T

Ronald Joseph D'Mello
Director
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UTV Communications (UK) Limited
Independent Auditors’ Report to the Shareholders of UTV Communications (UK) Limited

We have audited the financial statements of the group and the parent company for the year ended 31 March
2007, which comprise the profit and loss account, the balance sheet, the cash flow statement and the related
notes. These financial staternents have been prepared under the historical cost convention and the accounting
policies set out therem.

This report 1s made solely to the company's shareholders, as a body, in accordance with Section 235 of the
Companies Act 1985, Our audit work has been undertaken so that we might state to the company's
shareholders 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 shareholders as a body, for our audit work, for this report, or for the opinions we
have formed.

Respective responsibilities of directors and auditors

As described in the statement of directors' responsibilities the company's directors are responsible for the
preparation of financial statements in accordance with applicable law and United Kingdom Accounting
Standards (United Kingdom Generally Accepted Accounting Practice).

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory
requiremnents and International Standards on Auditing (UK and Ireland).

We report to 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, and whether the information given in the directors'
report 15 consistent with the financial statements. We also report to you if, in our opinion, the group has not
kept proper accounting records, if we have not received all the information and explanations we require for our
audit, or if information specified by law regarding directors' remuneration and other transactions is not
disclosed.

We read other information contained in the annual report, and consider whether 1t is consistent with the
audited financial statements. This other information comprises only the directors' report. We consider the
implications for our report if we become aware of any apparent misstatements or material inconsistencies with
the financial statements, Our responsibilities do not extend to any other information.

Basis of opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued 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 estimates
and judgements made by the directors in the preparation of the financial statements, and of whether the
accounting policies are appropriate to the group's and company's circumstances, consistently applied and
adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that the financial
statements are free from material misstatement, whether caused by fraud or other iregularity or error.
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UTV Communications (UK) Limited

Independent Auditors' Report to the Shareholders of UTV Communications (UK) Limited continued

In forming our opinion we also evaluated the overall adequacy of the presentation of information in the
financial statements.

The subsidiary, Ignition Entertainment, Ltd , whose financial statements reflect net liabilities of £397,647 as at
31 March 2007, and loss before taxation of £114,923 for the period then ended have not been audited.
Opinion

In our opinion:

- the financial statements give a true and fair view, in accordance with United Kingdom Generally Accepted
Accounting Practice, of the state of the group's and parent company's affairs as at 31 March 2007 and of its
profit for the vear then ended and have been properly prepared in accordance with the Companies Act 1985.

- the information given in the Directors' Report is consistent with the financial statements.

Nod'e “(Oees fAssorpdes W,
Nagle James Associates Limited

Chartered Accountants and

Registered Auditor

51-53 Station Road

Harrow

HA1 2TY

Date : lﬂf“\{?\jl%}
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UTV Communications (UK) Limited

Group Profit and Loss Account
for the year ended 31 March 2007

Turnover

Cost of sales
Gross profit
Distnbution costs

Administrative expenses
Other operating income

Group operating profit

Interest receivable and similar income
Interest payable and similar charges
Profit on ordinary

activities before taxation

Tax on profit on
ordinary activities

Profit on ordinary
activities after taxation
Minority Interests
Equity

Retained profit for the group

Retamned profit brought forward

Retained profit carried forward

MNotes

-y

Continuing operations
2007 2006
£ £
2,005,895 1,240,226
(1,227,536) (1,156,307)
778,359 83,919
(307) -
(287,194) (65,913)
250 -
491,108 18,006
7,558 3,651
(8,065) -
490,601 21,657
(57,300) (4,470)
433,301 17,187
(83,574) -
349727 17,187
19,202 2,015
368,929

19,202

There are no recognised gains or losses other than the profit or loss for the above two financial years.

Mone of the group's activities was acquired or discontinued during the above two financial years.

The notes on pages 10 to 25 form an integral part of these financial statements.
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Fixed Assets
Intangible assets
Tangible assets

Current Assets

Stocks

Debtors

Cash at bank and in hand

Creditors: amounts falling
due within one year

Net Current Assets

Total Assets Less Current
Liabilities

Creditors: amounts falling due

after more than one year

Provision for Liabilities
and Charges
Minorty mterest

Net Assets

Capital and Reserves
Called up share capital
Profit and loss account

Equity Sharcholders' Funds

Equity interests
Non-equity interests

D'Mello
Director

UTV Communications (UK) Limited

Group Balance Sheet
as at 31 March 2007

2007
Notes £ £
9 5,287,728
10 210,617
5,498,345
12 1,040,062
13 957,475
6,864,416
83,861,953
14 (4,036,005)
4 825,948
10,324,293
15 (2,079,279)
16 {866,083)
7,378,929
17 7,010,000
368,929
18 7,378,929
378,929

7,000,000

2006

48,162
294,471
226,369

(540,023)

The fipiancial statements were approved by the Board on 24 May 2007 and signed on its behalf by

The notes on pages 10 to 25 form an integral part of these financial statements.
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UTV Communications (UK) Limited

Group Cash Flow Statement
for the year ended 31 March 2007

Reconciliation of operating profit to net
cash outflow from operating activities

Operating profit
Depreciation
{Increase) in stocks
{Increase) in debtors
(Decrease) in creditors

Net cash outflow from operating activities

CASH FLOW STATEMENT

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

Capital expenditure

Acquisitions and disposals

Financing

Increase in cash in the year

Notes

21
21
21
21

21

Reconciliation of net cash flow to movement in net funds (Note 22)

Increase in cash in the year
Net funds at 1 April 2006

Net funds at 31 March 2007
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2007

491,108
6,586
(146,310)
(408,408)
(301,993)

(359,017)

(359,017)
(507)
(4,373)
(84,711)
(413,997)

(862,605)
7,000,000

6,137,395

6,137,395
226,369

6,363,764

2006

18,006
56
(42,038)
227,843
(96,402)

107,465

107 465

3651
(4,943)
(279)

105,894
120,475

226,369




1.1.

1.2.

1.3.

1.4.

1.5.

1.6,

UTV Communications (UK) Limited

Notes to Financial Statements
for the year ended 31 March 2007

Accounting Policies

Accounting convention
The financial statements are prepared under the historical cost convention.

Basis of Consolidation

The group financial statements consolidate the accounts of UTY Communications (UK) Limited and all
its subsidiary undertakings made up to 31 March 2007 each year; the group profit and loss account
includes the results of all subsidiary undertakings for the period from the date of their acquisition and
up to the date of disposal.

Turnover and profits arising on trading between group companies are excluded.

Where the group has an investment in an entity which is sufficient to give the group a participating
interest, and over which it 15 in a position to exercise significant influence, the entity is treated as an
associated undertaking and is accounted for using the equity method of accounting. The group's
interests in joint ventures are accounted for using the gross equity method of accounting.

Turnover
Turnover represents the total goods despatched, excluding value added tax,during the year.

Goodwill

Goodwill may arise on the acquisition of subsidiary and associated undertakings and interests in joint
ventures. It represents the excess of cost over fair value of the group share of tangible assets acquired.
Goodwill 15 tested at least annually for impairment,or whenever there is an indication of impairment,
and 15 carried at cost less accumulated impairment losses.

Tangible fixed assets and depreciation

Depreciation 1s provided at rates calculated to write off the cost less residual value of each asset over its
expected useful life, as follows:

Leasehold properties - Straight Line over 5 years
Fixtures, fittings

and equipment - 20% - 33% Straight Line
Motor vehicles - 25% Straight Line

Leasing and hire purchase commitments

Assets obtained under hire purchase contracts and finance leases are capitalised as tangible assets and
depreciated over the shorter of the lease term and their useful lives. Obligations under such agreements
are included in creditors net of the finance charge allocated to future periods. The finance element of
the rental payment is charged to the profit and loss account so as to produce constant periodic rates of
charge on the net obligations outstanding in each period.
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1.7.

1.8.

UTV Communications (UK) Limited

MNotes to Financial Statements
for the year ended 31 March 2007

ciieennnes. CONtinued

Inventory and work in progress

Inventory is valued at the lower of cost and net realisable value.

Work in progress is valued at the lower of cost and net realisable value. Costs includes direct
expenditure and appropriate proportion of fixed variable overheads.

The company evaluates the realisable value and / or revenue potential of the year end inventory on an
annual basis and appropriate write down is made in cases where accelerated write down is warranted.

Foreign currencies

Company

Assets and liabilities denominated in foreign currencies are translated into sterling at the rates of
exchange prevailing at the balance sheet date. Transactions in foreign currencies are recorded at the
date of the transactions, All differences are taken to the Profit and Loss account.

Group

The financial statements of overseas subsidiary undertakings are translated at the rate of exchanpge
ruling at the balance sheet date. The exchange differences arising on the re-translation of opening net
assets 15 taken directly to reserves.

Where the group operates in countries where the trade of the foreign subsidiary undertaking is more
dependent on the economic environment of the investing group undertaking, the financial results are
recorded in the investing undertaking's own currency by applying the temporal method as described in
the Statement of Standard Accouting Practice (SSAP 20). The Financial statements are then translated
into sterling as stated above.

Turnover

Turnover represents the amount of goods despatched and excludes value added tax and other sales
Laxes,

2007 2006
£ £
Geographical market
UK 1,417,342 1,151,454
Europe 438,799 -
Rest of the World 149,754 88,772
2,005,895 1,240,226
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UTV Communications (UK) Limited

Motes to Financial Statements
for the year ended 31 March 2007

SN -8 1 14 1911 Lo

Operating profit

Operating profit is stated after charging:

Depreciation of owned fixed assets

Depreciation of assets held under finance leases and hire purchase contracts
Loss on disposal of tangible fixed assets

Loss on foreign currencies

Auditors' remuneration

and after crediting:
Profit on foreign currencies

Interest receivable and similar income

Bank interest

Crther interest

Interest payable and similar charges

On bank loans and overdrafis
Hire purchase interest
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4,720
1,866
19,886

12,200

2006

2006
£

1,673
1,978

3,651

2006
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UTV Communications (UK) Limited

MNotes to Financial Statements
for the vear ended 31 March 2007

cereeneseses GONtINUEd
Employees
Number of employees

The average monthly numbers of employees
(including the directors) during the year were:

Admimistration
Development & production
Sales

Employment costs

Wages and salaries
Social security costs
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2006

12,200
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UTV Communications (UK) Limited

Notes to Financial Statements
for the yvear ended 31 March 2007
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Tax on profit on ordinary activities

Analysis of charge in period 2007 2006
£ £
Current tax
UK corporation tax 57.300 4,099
Adjustments in respect of previous periods - 37
57,300 4,470

Factors affecting tax charge for period

The tax assessed for the period is the standard rate of corporation tax in the UK (30%). The differences
are explained below:

2007 2006
£ £

Profit on ordmary activities before taxation 490,601 21,657
Profit on ordinary activities multiplied by standard rate of corporation
tax in the UK of 30% (31 March 2006 : 19%) 147,180 4,115
Effects of:
Capital allowances for period in excess of depreciation - (16)
Utilisation of tax losses (86,725) -
Withholding tax relief (4,373)
Imecome not taxable (73) -
Difference in tax provision 1,293
Adjustments to tax charge in respect of previous periods - 371

Current tax charge for period 57.300 4,470

Profit for the vear attributable to shareholders

As permitted by Section 230 of the Companies Act 1985 the Profit and Loss Account of UTV
Conmnunications (UK) Limited has not been presented with the financial statements.

The results after taxation of the parent undertaking for the vear ended 31 March 2007 showed a profit
of £144.218 (31 March 2006 - £17,187).

Page 14



