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19 DEFERRED TAXATION 
 
The movement in the year of the Group’s deferred tax liability was as follows: 
 

   2009  
£000  

 2008  
£000  

      
 At start of period/year  (974)  (1,000) 
 Deferred tax on intangible assets arising from 

business combination 
  

(1,557) 
  

- 
 Deferred tax arising on business combination  343  - 
 Transfer to income statement  73  86 
 Transfer from retained earnings  (63)  (60) 
      
   (2,178)  (974) 
      

 
 The deferred taxation liability disclosed above relates primarily to intangible assets as follows: 

 
   30 November 

2009  
£000  

 31 August 
2008  
£000  

 Deferred tax assets     
 Unutilised losses  -  13 
 Share options  -  64 
 Other temporary differences  20  20 
 Decelerated capital allowances  19  - 
      
   39  97 
      
 Deferred tax liabilities     
 Accelerated capital allowances  -  (34) 
 Intangible assets  (2,217)  (1,037) 
      
   (2,217)  (1,071) 
      
      
 Deferred taxation provision  (2,178)  (974) 
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20  SHARE CAPITAL 30 November  

2009  
£000  

 31 August 
2008  
£000  

 Authorised:    
 40,000,000 ordinary shares of 2.5 pence each (2008: 40,000,000 

ordinary shares of 2.5 pence each) 
 

1,000 
  

1,000 
     
     
 Allotted, issued and fully paid:    
 29,921,771 ordinary shares of 2.5 pence each (2008: 13,877,371 

ordinary shares of 2.5 pence each) 
 

748 
  

347  
     
     
 
 Authorised: Value 

£000 
 Number of 

shares 
 Date Detail    
      
 1 September 2008 Balance brought forward 625  25,000,000 
 13 September 2008 Authorised share capital increased 375  15,000,000 
      
 At 31 August 2008 and 30 November 2009 1,000  40,000,000 
      

 
 
 

 Allotted, issued and fully paid: Value 
£000 

 Number of 
shares 

 Date Detail    
 1 September 2007 Balance brought forward 328  13,111,336 
 13 September 2007 Acquisition consideration for Optimal 

Wealth Management 
 

10 
  

391,700 
 7 February 2008 Acquisition consideration for Dewynters 6  236,379 
 7 July 2008 Acquisition consideration for The 

Finishing Touch 
 

3 
  

137,956 
      
 At 31 August 2008  347  13,877,371 
      
      
 28 February 2009 Acquisition consideration for Dewynters 2  64,400 
 3 July 2009 Consideration for payment of loan notes 31  1,250,000 
 3 July 2009 Acquisition consideration for Spotco 25  1,000,000 
 3 July 2009 Shares issued 343  13,730,000 
      
   748  29,921,771 
      
      

 
Costs totalling £39k were incurred with relation to the shares issued on 3 July 2009 and have been 
deducted from share premium. 
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20 SHARE CAPITAL (continued) 
 
 
During 2007 and 2008 the company funded an employee benefit trust to purchase its own shares to meet 
the Group’s expected obligations under the employee share scheme. 
 
 

  30 November  
2009  

Shares  

30 November  
2009  
£000  

31 August 
2008  

Shares  

31 August 
2008  
£000  

      
 At the beginning of the period 259,000 259,000 - - 
 Purchase of own shares - - 259,000 259,000 
      
  259,000 259,000 259,000 259,000 
      

 
As at 30 November 2009 the market value of own shares held in trust was £47,915 (2008: £81,663).
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21  
 
 

SHARE BASED PAYMENTS 
 

 Equity-settled share option plan 
 

 The Group plan provides for a grant price equal to the average quoted market price of the Group shares on 
the date of grant.  The vesting period is generally 3 years.  If options remain unexercised after a period of 
10 years from the date of grant, the options expire.  Furthermore, options are forfeited if the employee 
leaves the Group before the options vest. 

  2009 2008 
  Options 

Number 
Weighted 

average exercise 
price (£) 

Options 
Number 

Weighted average 
exercise price (£) 

      
 Outstanding at start of period/year 1,369,351 0.70 1,437,703 0.74 
 Granted during the period/year - - 15,873 0.63 
 Forfeited during the period/year (451,907) 0.79 (84,225) 0.88 
      
 Outstanding at 30 November 917,444 0.70 1,369,351 0.70 
      
 Exercisable at 30 November  577,111 0.50 677,670 0.47 
  
  
 The options outstanding at 30 November 2009 had a weighted average exercise price of £0.70 (2008: 

£0.70) and a weighted average remaining contractual life of 6 years (2008: 7 years). 
 
 

 
No options were granted during the current period. 
 
The weighted average fair value of options granted in the previous year using the Black-Scholes option 
pricing model was £10,000. The inputs into the Black-Scholes model are as follows: 

    
   31 August 2008 
    
 Weighted average share price (£)  0.63 
 Weighted average exercise price (£)  0.63 
 Expected volatility  32% 
 Expected life  10 years 
 Risk free rate  5% 
 Expected dividends  - 
 
 
 
 
 
 

 
Expected volatility was determined by calculating the historical volatility of the Group’s share price over 
the previous 5 years.  The expected life used in the model has been adjusted, based on management’s best 
estimate, for the effects of non-transferability, exercise restrictions, and behavioural considerations. A risk 
free rate of 5% has been used, which reflects the interest rate that it is assumed can be obtained by 
investing in financial instruments with no default risk. 

 
 

 
During the accounting period ended 30 November 2009 the Group recognised total share-based payment 
expenses of £45k (2008: £75k). 
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22 RESERVES 
 

Capital redemption reserve 
This reserve arose from the redemption of redeemable preference shares. 
 
Share premium 
The share premium account is the additional amount over and above the nominal share capital that is 
received for shares issued less any share issue costs.  During the year ended 31 August 2008 the 
Company applied to the courts to for a reduction in share premium.  As a result a transfer of £4,047k was 
made from share premium to retained earnings. 
 
Share option reserve 
The share option reserve includes an expense based on the fair value of share options issued since 7 
November 2002 and the fair value of share options issued to Company investors as part of a placing of 
the Company’s shares. 
 
Interest in own shares 
This reserve arose from the purchase of shares in the Company by the EBT, funded through loans from 
the Company. 
 
Foreign exchange reserve 
The foreign exchange reserve comprises all foreign exchange differences arising from the translation of 
the financial statements of operations that do not have a sterling functional currency. Exchange 
differences are classified as equity and transferred to the Group’s translation reserve. Such translation 
differences are recognised in the income statement in the period in which the operation is disposed of.  
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23  CASH GENERATED FROM OPERATIONS 15 months 
ended  

30 
November 

Restated 
12 months 

 ended  
31 August 

  2009 
£000  

2008 
£000  

    
 Reconciliation of net cash flows from operating activities   
 (Loss)/profit before taxation  (6,040) 389 
 Adjustments:   
 Finance costs 2,500 1,608 
 Finance income (61) (59) 
 Depreciation 939 607 
 Amortisation of intangibles 985 364 
 Impairment of goodwill 4,172 - 
 Impairment of available-for-sale investments 60 - 
 Loss on disposals of property, plant and equipment - 21 
 Share options charge 45 75 
    
 Operating cash flows before movements in working capital 2,600 3,005 
    
 (Increase)/decrease in inventories (588) 36 
 Decrease in trade and other receivables 1,306 95 
 Increase/(decrease) in trade and other payables 3,695 (1,160) 
    
 Cash generated from operating activities 7,013 1,976 
    
 
 

24 BUSINESS COMBINATIONS 
 

On 1 October 2008 the Group acquired 100% of the share capital of Spot and Company of Manhattan 
Inc (“SpotCo”) and obtained the control of the company, a leading US-based live entertainment 
advertising agency.  The acquired business contributed revenues of £42,547k and net profit before tax 
of £2,087k to the Group for the period from 1 October 2008 to 30 November 2009.   
 
If the acquisition had occurred on 1 September 2008, group revenue would have been £92,708k, and 
loss before tax and discontinued operations would have been £1,058k. 
 
Details of net assets acquired and goodwill are as follows: 
 

 Purchase consideration:  £000 
    
 - Cash paid  2,982 
 - Direct costs relating to the acquisition  710 
 - Deferred consideration – cash  7,451 
 - Deferred consideration – equity  100 
    

 Total purchase consideration  11,243 
    
 
The number of shares to be issued to settle the equity deferred consideration, is calculated by reference 
to the share price at the date that the liability falls due. 
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24 BUSINESS COMBINATIONS (continued)  
 
The assets and liabilities as of 1 October 2008 arising from the acquisition are as follows: 
 
 
 Book value Fair value 

adjustments 
Fair value 

 £’000 £’000 £’000 
    
Brand (note 9) - 1,819 1,819 
Customer relationships (note 9) - 2,074 2,074 
Property, plant and equipment  587 - 587 
Trade and other receivables 2,515 - 2,515 
Cash and cash equivalents 274 - 274 
Trade and other payables (1,421) - (1,421) 
Deferred tax liabilities (114) (1,557) (1,671) 
Deferred tax asset - 457 457 
    
Fair value of net assets 1,841 2,793 4,634 
    
Goodwill (note 9)   6,609 
    

Total purchase consideration   11,243 
    
    
Purchase consideration settled in cash   3,692 
Cash and cash equivalents in subsidiary acquired   (274) 
    
Cash outflow on acquisition   3,418 
    
 
 
Deferred consideration has been discounted at 9.5%.  The range of consideration is £2.8m to £7.6m  
and is payable annually over a 5 year period from the date of acquisition. 
 
Deferred consideration is payable on 12 month figures for the various Group companies, with estimates 
based on Company budgets. Although these estimates are based on management’s best knowledge of 
the amount, actual results may ultimately differ from these estimates. 
 
The following table indicates the decreases to deferred consideration on previous acquisitions: 

 
 Dewynters 

Limited 
 

£000  

Yell 
Communications 

Limited 
£000  

Sponsorship 
Consulting 

Limited  
£000 

 
 

Total  
£000  

     
Deferred consideration – cash 945 22  285  1,252 
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25  COMMITMENTS UNDER OPERATING LEASES   
    

The Group had aggregate minimum lease payments under non-cancellable operating leases as follows: 
 

  30 November 
2009  
£000  

 31August 
2008  
£000  

 Land and buildings    
    Expiring within one year 157  73 
    Expiring within second to fifth years 3,125  2,577 
    Expiring after more than five years 321  399 
     
  3,603            3,049 
 Plant and machinery    
    Expiring within one year 91  12 
    Expiring within second to fifth years 85  41 
     
  176            53    
     
 Total commitments 3,779            3,102 
     
 

Operating lease payments for land and buildings represent rent payable by the Group for certain office 
properties. 
 

26 FINANCIAL INSTRUMENTS 
     

The Group's financial instruments comprise cash, bank loans, finance leases and various other 
receivable and payable balances that arise from its operations. The main purpose of these financial 
instruments was used to fund the acquisitions and to finance the Group's operations.   
 
It is, and has been throughout the period under review, the Group’s policy that no trading in financial 
instruments shall be undertaken. 
 
The main risks arising from the Group’s financial instruments are interest rate risk, liquidity risk and 
foreign currency risk.  The Board reviews and agrees policies for the management of these risks and 
these are summarised below.  These policies have remained unchanged throughout the period. 
 
Interest Rate Risk 
 
The Group’s cash balances, deposits and debt through term borrowings will be subject to fluctuations 
in current and future interest rates. All other significant financial assets and liabilities do not bear 
interest.  The Group monitors the rates of interest receivable and payable on its cash and debt balances, 
but given the nature of these assets and liabilities, interest liabilities are not capped. 

 
Liquidity risk 
 
It is the Group’s policy to finance its business through internally generated funds with surplus funds 
invested in short and medium fixed term money market deposits.  Requirements are kept under regular 
review by the Board and group companies have negotiated overdraft facilities with their bankers in 
order to minimise any exposure to short term liquidity risks. 
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26 FINANCIAL INSTRUMENTS (continued) 
 
Foreign currency risk 
 
The subsidiary, PromoSport Srl based in Italy has a functional currency in Euros.   
 
The subsidiary, First Artist Scandinavia A/S based in Denmark has a functional currency in Danish 
Krone. 
 
The subsidiaries, Dewynters Advertising Inc and Spot and Company Manhattan Inc, based in the US 
have a functional currency in US Dollars. 
 
The Company and its subsidiaries enter into transfer deals and other transactions denominated in 
Sterling, Swiss Francs, Euros, Danish Krone and US Dollars. The Group’s revenue and expenditure 
can therefore be affected by foreign currency exchange movements. 
 
The Board monitors all foreign currency exposure but the Group does not currently hedge against 
movements in the exchange rates of Sterling and foreign currencies in respect of any financial assets 
and liabilities. 
 
Credit risk 
 
Management has a credit policy in place and the exposure to credit risk is monitored on an ongoing 
basis. The Group has no significant concentration of credit risk, with exposure spread over a large 
number of counterparties and customers. 

 
Senior management receives monthly reports summarising trade receivable balances and their ageing 
profile and appropriate action is taken to manage any significant items. A provision for impairment is 
made if considered necessary. An ageing analysis can be found in note 13. 
 
Financial instruments by category 
 
Financial instruments have been categorised as either loans and receivables or financial liabilities 
measured at amortised cost and available for sale assets. 
 
Loans and receivables consist of trade and other receivables (excluding prepayments and amounts 
recoverable on contracts) and cash and cash equivalents. 
 
Financial liabilities measured at amortised cost consist of trade and other payables (excluding statutory 
liabilities), other financial liabilities, borrowings and deferred consideration.  
 
Available-for-sale assets consist of available-for-sale investments as disclosed in note 11.  
 

  
 



Fi
rs

t A
rti

st
 C

or
po

ra
tio

n 
pl

c 
N

O
TE

S 
TO

 T
H

E 
FI

N
A

N
C

IA
L 

ST
A

TE
M

EN
TS

 
fo

r t
he

 p
er

io
d 

en
de

d 
30

 N
ov

em
be

r 2
00

9 
  

 6
8 

26
 

FI
N

A
N

C
IA

L 
IN

ST
R

U
M

EN
TS

 (c
on

tin
ue

d)
 

 In
te

re
st

 r
at

e 
pr

of
ile

 o
f f

in
an

ci
al

 a
ss

et
s a

nd
 li

ab
ili

tie
s. 

 Th
e 

in
te

re
st

 ra
te

 p
ro

fil
e 

of
 th

e 
G

ro
up

’s
 fi

na
nc

ia
l a

ss
et

s a
nd

 li
ab

ili
tie

s w
as

: 
 

 
 

30
 N

ov
em

be
r 2

00
9 

 
31

 A
ug

us
t 2

00
8 

 
    A

ss
et

 / 
(li

ab
ili

ty
) 

 
   

To
ta

l  
£0

00
  

  
N

on
-in

te
re

st
  

be
ar

in
g 

 
£0

00
  

Fl
oa

tin
g 

 
ra

te
  

fin
an

ci
al

  
lia

bi
lit

ie
s  

£0
00

  

 
   

To
ta

l  
£0

00
  

  
N

on
-in

te
re

st
  

be
ar

in
g 

 
£0

00
  

Fl
oa

tin
g 

 
ra

te
  

fin
an

ci
al

  
lia

bi
lit

ie
s  

£0
00

  

Fi
xe

d 
 

ra
te

  
fin

an
ci

al
  

lia
bi

lit
ie

s  
£0

00
  

 
 

 
 

 
 

 
 

 
 

 
 

Tr
ad

e 
an

d 
ot

he
r r

ec
ei

va
bl

es
 

 
8,

58
1 

8,
58

1 
 

 
11

,0
36

 
11

,0
36

 
- 

- 
 

C
as

h 
an

d 
ca

sh
 e

qu
iv

al
en

ts
 

 
4,

11
6 

4,
11

6 
- 

 
1,

21
2 

1,
21

2 
- 

- 
 

Tr
ad

e 
an

d 
ot

he
r p

ay
ab

le
s 

 
(1

2,
77

0)
 

(1
2,

77
0)

 
- 

 
(8

,9
40

) 
(8

,9
40

) 
- 

- 
 

O
th

er
 fi

na
nc

ia
l l

ia
bi

lit
ie

s 
 

- 
- 

- 
 

(7
) 

- 
- 

(7
) 

 
B

or
ro

w
in

g 
 

(1
7,

51
1)

 
- 

(1
7,

51
1)

 
 

(1
4,

20
4)

 
(3

19
) 

(6
,9

93
) 

(6
,8

92
) 

 
D

ef
er

re
d 

co
ns

id
er

at
io

n 
 

(8
,9

37
) 

(8
,9

37
) 

- 
 

(4
,8

51
) 

(4
,8

51
) 

- 
- 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

(2
6,

52
1)

 
(9

,0
10

) 
(1

7,
51

1)
 

 
(1

5,
75

4)
 

(1
,8

62
) 

(6
,9

93
) 

(6
,8

99
) 

 
 

 
 

 
 

 
 

 
 

 
Fo

re
ig

n 
cu

rr
en

cy
 e

xp
os

ur
es

  
Th

e 
fo

re
ig

n 
ex

ch
an

ge
 ra

te
 p

ro
fil

e 
of

 th
e 

G
ro

up
’s

 fi
na

nc
ia

l a
ss

et
s a

nd
 li

ab
ili

tie
s w

as
: 

 
 

 
30

 N
ov

em
be

r 2
00

9 
31

 A
ug

us
t 2

00
8 

 
 A

ss
et

 /(
lia

bi
lit

y)
 

 
To

ta
l  

£0
00

  
St

er
lin

g 
 

£0
00

  
U

S 
D

ol
la

r  
£0

00
  

 
To

ta
l  

£0
00

  
St

er
lin

g 
 

£0
00

  
U

S 
D

ol
la

r  
£0

00
  

Eu
ro

 
£0

00
 

D
an

is
h 

K
ro

ne
 

£0
00

  
 

 
 

 
 

 
 

 
 

 
 

 
 

Tr
ad

e 
an

d 
ot

he
r r

ec
ei

va
bl

es
 

 
8,

58
1 

5,
01

8 
3,

56
3 

 
11

,0
36

 
7,

56
5 

5 
2,

77
6 

69
0 

 
C

as
h 

an
d 

ca
sh

 e
qu

iv
al

en
ts

 
 

4,
11

6 
1,

96
7 

2,
14

9 
 

1,
21

2 
82

1 
23

3 
8 

15
0 

 
Tr

ad
e 

an
d 

ot
he

r p
ay

ab
le

s 
 

(1
2,

77
0)

 
(9

,8
41

) 
(2

,9
29

) 
 

(8
,9

40
) 

(7
,7

31
) 

(1
91

) 
(9

45
) 

(7
3)

 
 

O
th

er
 fi

na
nc

ia
l l

ia
bi

lit
ie

s 
 

- 
- 

- 
 

(7
) 

(7
) 

- 
- 

- 
 

B
or

ro
w

in
g 

 
(1

7,
51

1)
 

(1
4,

15
9)

 
(3

,3
52

) 
 

(1
4,

20
4)

 
(1

4,
13

5)
 

- 
(6

9)
 

- 
 

D
ef

er
re

d 
co

ns
id

er
at

io
n 

 
(8

,9
37

) 
(2

,0
40

) 
(6

,8
97

) 
 

(4
,8

51
) 

(4
,8

51
) 

- 
- 

- 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

(2
6,

52
1)

 
(1

9,
05

5)
 

(7
,4

66
) 

 
(1

5,
75

4)
 

(1
8,

33
8)

 
47

 
1,

77
0 

76
7 

 
 

 
 

 
 

 
 

 
 

 
 



First Artist Corporation plc 
NOTES TO THE FINANCIAL STATEMENTS 
for the period ended 30 November 2009 
 

 
 69 

26 FINANCIAL INSTRUMENTS (continued) 
 
In both 2009 and 2008 the interest rate received for the floating rate financial assets was at prevailing 
bank rates. 
 
The weighted average period to maturity for non-interest bearing financial liabilities is less than 1 year 
(2008: 1). 
 
Floating rate liabilities bear interest at between 2.25%, 2.75% and 10.00% over prevailing LIBOR 
rates. 
 
Interest Rate Sensitivity 
 
The Group has derived a sensitivity analysis based on 20% variances in floating interest rates being the 
inherent interest income and expenses: 

 
  

 
 
Impact on equity and profit after tax 

  
30 November 

2009 
£000 

 
31 August 

2008 
£000 

     
 20% increase in rate of interest  (159) (242) 
     
     
 20% decrease in rate of interest  133 202 
     
 

Foreign Exchange Rate Sensitivity 
 
The Group has derived a sensitivity analysis based on 20% variances in the foreign exchange rates used 
for €uro, Danish Krone and US Dollar: 

 
  

 
Impact on equity and profit after tax 

 30 November 
2009 
£000 

31 August 
2008 
£000 

     
 20% increase in foreign exchange rate  137 19 
     
     
 20% decrease in foreign exchange rate  (114) (16) 
     

 
Maturity of financial liabilities 
 
The maturity profile of the Group’s financial liabilities was: 

   30 November 
2009 
£000 

31 August 
2008 
£000 

     
 In one year or less, or on demand  22,639 12,889 
 In more than one year, but not more than two years  3,732 2,987 
 In more than two years, but not more than five years  12,847 7,302 
 In more than five years  - 774 
     
   39,218 23,952 
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26 FINANCIAL INSTRUMENTS (continued) 
 
Borrowing Facilities 

 
At 30 November 2009 group companies had an overdraft facility of £1,000,000 (2008: £1,000,000 and 
€25,000).  
 
The Group had undrawn borrowing facilities at 30 November 2009 of £61,000 (2008: £321,000). These 
undrawn borrowing facilities relate to bank overdrafts and are repayable upon demand. 

 
Fair Value of Assets and Liabilities 

 
The fair value amounts of the Group’s financial assets and liabilities as at 30 November 2009 and 1 
September 2008 did not vary materially from the carrying value amounts due to the short term nature 
of current assets and liabilities and the interest rates applicable to the non-current liabilities. 
 
Fair value of deferred contingent consideration is determined by managements best estimation of the 
amount payable discounted at an appropriate rate.  The estimation is based on cash flow forecasts and 
projections and managements knowledge of current performance.  
 
Maximum Credit Risk 
 
The Group’s exposure to credit risk arises mainly from as follows: 

   30 November 
2009 
£000 

31 August 
2008 
£000 

     
 Cash and cash equivalents  4,116 1,212 
 Trade and other receivables  8,581 11,036 
     
   12,697 12,248 
     
     
 The majority of the Group’s trade receivables are due for collection within 30 days. 
 

Credit quality of financial assets 
 
The credit quality of financial assets that are neither past due nor impaired can be assessed by reference 
to external credit ratings (Standard and Poor’s) or to historical information about counterparty default 
rate. 
 
Cash and cash equivalents are not held with any institutions with a rating of lower than AA.  Trade and 
other receivables are held with counterparties that range from AA to BB.  For those counterparties 
without external credit ratings none have defaulted in the past. 
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27 RELATED PARTY DISCLOSURES 
 

During the 15 month financial period, the Group procured event management consultancy services 
totalling £31,605 (12 months ended 2008: £25,000) from Splash Events Limited, a company 50% 
owned by Janine Smith, wife of Jon Smith (Chief Executive).  She also has the use of a company car, 
worth up to £6,000 (12 months ended 2008: £6,000) . No balances were outstanding at 30 November 
2009 (2008: £Nil). 
 
During the 15 month financial period, the Group procured event management and administrative 
services totalling £38,125 (12 months ended 2008: £20,500) from Sara Smith, wife of Phil Smith 
(Chief Operating Officer). She also has the use of a company car, worth up to £6,000 (12 months ended 
2008: £6,000). No balances were outstanding at 30 November 2009 (12 months ended 2008: £Nil). 

 
28  TRANSACTIONS WITH DIRECTORS   

 
 There was no outstanding balance (2008: Nil) owed to any Director as at 30 November 2009. 
 

There was a balance of £Nil (2008: £8,000) owed by Jon Smith (Chief Executive) as at 30 November 
2009.  

 
The maximum amount repayable to Jon Smith (Chief Executive) during the period was £300,000 
(2008: £300,000). This amount was used as a short term cash injection, which was repaid prior to 30 
November 2009. 

 
Part of the company’s business premises are owned by First Artist Corporation Plc SSAS, for whom 
Jon Smith and Phil Smith are trustees and for which the Group pays a commercial rent of £33,000 per 
annum (2008: £33,000 per annum).  
 

29 EVENTS AFTER THE REPORTING DATE 
 

Disposal of subsidiaries 
 
On 2 February 2010 the Company completed the sale of the company of Optimal Wealth Management 
Limited to Conforto Financial Management Limited for a total consideration of £1.5 million to be 
satisfied wholly in cash. £1.3 million of the consideration was paid on completion, with two further 
payments of £100,000. The first £100,000 payment was paid in April and the second £100,000 payment 
is due in July 2010. 

 
 

On 12 February 2010 the Company announced the completion of the sale of business of First Artist 
Management Limited to James Grant Media for a total cash consideration of £200,000, less a post 
completion working capital adjustment of up to £25,000. 
 
Banking facilities 

 
Subsequent to the period end the Group entered into discussions with its main lender, Allied Irish Bank 
(GB), concerning banking covenants.  Details have been described in full in the going concern section 
of the Group accounting policies. 
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 Notes 30 November 
2009 

£000  

 31 August 
2008 

£000  
     
FIXED ASSETS     
Tangible assets 30 762  776 
Investments 31 29,932  28,206 
     
  30,694  28,982 
     
     
CURRENT ASSETS     
Current asset investments 31 2,239  - 
Debtors 32 2,291  4,046 
Cash at bank and in hand  10  3 
     
  4,540  4,049 
     
CREDITORS: Amounts falling due within one year 33 (10,625)  (10,200) 
     
NET CURRENT LIABILITIES   (6,085)  (6,151) 
     
     
TOTAL ASSETS LESS CURRENT LIABILITIES  24,609  22,831 
     
CREDITORS: Amounts falling due after more than one 
year 

34 (11,684)  (8,417) 

     
PROVISIONS FOR LIABILITIES 35 (8,937)  (4,851) 
     
NET ASSETS  3,988  9,563 
     
     
CAPITAL AND RESERVES     
Called up share capital 36 748  347 
Capital redemption reserve 37 15  15 
Share premium account 37 7,768  6,598 
Share option reserve 37 246  270 
Own shares held  37 (259)  (259) 
Profit and loss account 37 (4,530)  2,592 
     
EQUITY SHAREHOLDERS’ FUNDS  3,988  9,563 
     
 
 
The financial statements on pages 72 to 82 were approved by the board of Directors and authorised for issue on   
24 May 2010 and are signed on its behalf by: 
 
 
 
 
Jon Smith  
Director 
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BASIS OF ACCOUNTING 
The financial statements have been prepared under the historical cost convention and in accordance with 
applicable accounting standards in the United Kingdom.   
 
The Group financial statements have been prepared in accordance with International Financial Reporting 
Standards (“IFRS”) as adopted by the European Union.  Where these financial statements cross reference to the 
group accounts there is no difference in treatment. 
 
BASIS OF CONSOLIDATION 
No profit and loss account is presented for First Artist Corporation plc, as provided by Section 408 (3) of the 
Companies Act 2006. 
 
TANGIBLE FIXED ASSETS 
Fixed assets are stated at historical cost less accumulated depreciation.  
 
Depreciation is provided on all tangible fixed assets other than freehold land at rates calculated to write each 
asset down to its estimated residual value over its expected useful life, as follows:- 
 
Freehold buildings 2% straight line 
Short leasehold improvements over period of the lease 
Plant and machinery 15% - 25% reducing balance / 20% - 25% straight line 
Fixtures and fittings 15% - 25% reducing balance / 15% - 20% straight line 
Motor vehicles 25% reducing balance / 20% - 25% straight line 
 
INVESTMENTS 
Long-term investments are classified as fixed assets and stated at cost less provision for any diminution in value. 
 
DEFERRED CONSIDERATION 
Where the deferred consideration is cash-based and dependent upon future trading performance, an estimate of 
the present value of the likely consideration payable is made. This contingent deferred consideration is re-
assessed annually and corresponding adjustment is made to the goodwill arising on acquisition. The difference 
between the present value and the total amount payable at a future date gives rise to a finance charge which is 
charged to the profit and loss account and credited to the liability over the period in which the consideration is 
deferred. The discount used approximates to market rates. 
 
ACCOUNTING ESTIMATION TECHNIQUES 
Estimation techniques have been used where necessary if the exact monetary value of an asset or liability has 
not been readily available. The principal area where estimation techniques were applied was: 
 

• Valuation of deferred consideration payable 
 
Although these estimates are based on management’s best knowledge of the amount, actual results may 
ultimately differ from these estimates. 
 
LEASING AND HIRE PURCHASE COMMITMENTS 
Assets held under finance leases and hire purchase contracts are capitalised in the balance sheet and are 
depreciated over their estimated useful lives.  The interest element of the rental obligations is unwound to the 
profit and loss account over the period of the lease.  
 
Lease payments under operating leases, where substantially all the risks and benefits remain with the lessor, are 
taken to the profit and loss account on a straight line basis over the period of the lease. 
 
 
 
 
 
 



First Artist Corporation plc 
COMPANY ACCOUNTING POLICIES 
 
 

 
 74 

DEFERRED TAXATION 
Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the 
balance sheet date where transactions or events that result in an obligation to pay more tax in the future or a 
right to pay less tax in the future have occurred at the balance sheet date.  Timing differences are differences 
between the company’s taxable profits and its results as stated in the financial statements that arise from the 
inclusion of gains and losses in tax assessments in periods different from those in which they are recognised in 
the financial statements.  
 
Deferred tax is measured at the average tax rates that are expected to apply in the periods in which timing 
differences are expected to reverse, based on tax rates and laws that have been enacted or substantively enacted 
by the balance sheet date.  Deferred tax is measured on a non-discounted basis. 
 
PENSIONS 
The Company makes contributions to the personal schemes of certain employees.  Pension costs charged against 
profits represent the amounts payable to the schemes in respect of the period. 
 
FOREIGN CURRENCIES 
Monetary assets and liabilities denominated in foreign currencies are translated at the rates of exchange ruling at 
the balance sheet date. Transactions in foreign currencies are recorded at the rates ruling at the date of the 
transactions.  All differences are taken to the profit and loss account. 
 
SHARE BASED PAYMENT 
The cost of share options granted under the Group’s share option scheme is based on the fair value at the date of 
grant.  The fair value determined at the grant date of equity-settled share-based payments is expensed on a 
straight-line basis over the vesting period, based on the Company’s estimate of shares that will eventually vest.  
The fair value is measured by use of the Black-Scholes option pricing model. The expected life used in the 
model has been adjusted, based on management’s best estimate, for the effect of non-transferability, exercise 
restrictions, and behavioural considerations. 
 
DEFERRED FINANCING COSTS 
Bank arrangement fees and associated legal costs are amortised over the term of the debt facility.  
 
EMPLOYEE BENEFIT TRUST 
The assets and liabilities of the Employee Benefit Trust (EBT) have been included in the Company’s accounts. 
Any assets held by the EBT cease to be recognised on the Company balance sheet when the assets vest 
unconditionally in identified beneficiaries. The costs of purchasing own shares held by the EBT are shown as a 
deduction against equity. The proceeds from the sale of own shares held increase equity. Neither the purchase 
nor sale of own shares leads to a gain or loss being recognised in the Company income statement.
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30  TANGIBLE FIXED ASSETS 
        
  

 
 
 
COMPANY 

 
 

Land and  
buildings  

£000  

Short  
leasehold  
improve-

ments  
£000  

 
 

Plant and  
machinery  

£000  

 
Fixtures  

 and  
fittings  

£000  

 
 

Motor 
Vehicles 

£000 

 
 
 

Total  
£000  

 Cost        
 1 September 2008 708 136 54 102 9        1,009 
 Additions - 14 21 7 15 57 
        
        
 30 November 2009 708 150 75 109 24 1,066 
        
 Depreciation       
 1 September 2008 112 86 14 20 1 233 
 Charge for the period 14 10 19 25 3 71 
        
        
 30 November 2009 126 96 33 45 4 304 
        
        
 Net book value       
 30 November 2009 582 54 42 64 20 762 
        
        
 31 August 2008 596 50 40 82 8 776 
        
 

Included in land and buildings is land which has an estimated cost at £110k (2008: 110k), which is not 
depreciated. 
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31  FIXED ASSET INVESTMENTS    

  
 
COMPANY 

Subsidiary  
undertakings 

£000  

Other 
investments 

£000  

Total  
 

£000  
 Cost    
 1 September 2008 32,590 100 32,690 
 Additions (note 24) 11,243 - 11,243 
 Capital contribution -  share options 18 - 18 
 Deferred consideration adjustment (note 17) (1,252) - (1,252) 
 Transfer to current assets (6,420) - (6,420) 
     
     
 30 November 2009 36,179 100 36,279 
     
 Provision for diminution in value    
 1 September 2008  4,484 - 4,484 
 Charge for the period 5,985 59 6,044 
 Transfer to current asset investments (4,181) - (4,181) 
     
 30 November 2009 6,288 59 6,347 
     
 Net book value    
 30 November 2009 29,891 41 29,932 
     
     
 31 August 2008 28,106  100  28,206  
     

 
Other investments of £41k (2008: £100k) relate to a trade investment in The Complete Leisure Group. 

 
CURRENT ASSET INVESTMENT 

 
  

 
COMPANY 

  Total  
 

£000  
 Cost    
 1 September 2008   - 
 Transfer from non-current fixed asset  investments   2,239 
     
 30 November 2009   2,239 
     

 
 
First Artist Sport Limited, Promosport Limited, First Artist Scandinavia A/S, Optimal Wealth Limited 
and First Artist Management Limited have been treated as current asset investments as they were being 
actively marketed for sale at the year end. 
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31 FIXED ASSET INVESTMENTS (continued)    

 
The Group holds more than 20% of the equity and voting rights of the following companies: 

 
  

 
Name of subsidiary 

 
Country of  

incorporation  

Proportion 
of shares 

held 

 
 

Nature of business 
     
 PromoSport Srl Italy  100% Sports promotion and management 
     
 Spot and Company of 

Manhattan Inc 
USA 100% Marketing and promotion 

     
 First Artist Sport Limited Great Britain 100% Sports promotion and management 
     
 Optimal Wealth 

Management Limited 
Great Britain 100% Wealth management 

     
 The Finishing Touch 

(Corporate Events) Limited 
Great Britain 100% Event management 

     
 First Artist Scandinavia 

A/S 
Denmark 100% Sports promotion and management 

     
 First Artist Management 

Limited 
Great Britain 100% Entertainment management 

     
 Sponsorship Consulting 

Limited 
Great Britain 100% Closed in the period 

     
 Dewynters Limited Great Britain 100% Marketing and promotion 
     
 First Rights Limited Great Britain 100% Sponsorship agency 
     
 Yell Communications 

Limited 
Great Britain 100% Event management 

 
 

32  DEBTORS   
   30 November 

2009  
£000  

 31 August  
2008  
£000  

 Due within one year:     
 Trade debtors  8  8 
 Owed by subsidiary undertakings  1,842  3,545 
 Other debtors  52  389 
 Prepayments   389  104 
      
   2,291  4,046 
      
  
 Intercompany balances subject to interest are charged at a standard rate of 5.50%. 
 
 
 
 



First Artist Corporation plc 
NOTES TO THE COMPANY FINANCIAL STATEMENTS 
for the period ended 30 November 2009 
 

 
 78 

33 3
4 

CREDITORS: Amounts falling due within one year 

   30 November 
2009  
£000  

 31 August  
2008  
£000  

      
 Bank loans and overdrafts  5,827  5,000 
 Term loans  -  719 
 Trade creditors  418  378 
 Owed to subsidiary undertakings  4,036  3,837 
 Corporation tax  -  (514) 
 Other taxation and social security  61  48 
 Other creditors  11  115 
 Accruals and deferred income  272  617 
      
   10,625  10,200 
      

 
Bank overdrafts amounting to £939k (2008: £679k) are secured by a fixed and floating charge over the 
assets of the Group. 

 
34 3 CREDITORS: Amounts falling due after more than one year 

   30 November 
2009  
£000  

 31 August  
2008  
£000  

      
 Bank loans  11,684  8,417 
      
   11,684  8,417 
      

 
The bank loans above are secured against the assets of the Group. The floating rate elements of the loan 
bear interest at the UK bank LIBOR rate plus a margin of 2.25%, 2.75% or 10.00%.  Further detail is 
given in note 16.  The bank loans are repayable as follows: 

 
   30 November 

2009  
£000  

 31 August  
2008  
£000  

      
 Within one year  4,888  4,321 
 Between one and two years  960  2,036 
 Between two and five years  10,724  5,607 
 Over five years  -  773 
      
   16,572  12,737 
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34 CREDITORS: Amounts falling due after more than one year (continued) 

 
The term loans in note 33 were unsecured. The loans bore interest at UK bank base rate, and were 
repayable as follows: 
 

   30 November 
2009  
£000  

 31August  
2008  
£000  

      
 Within one year  -  719 
      
   -  719 
      

 
35 PROVISIONS FOR LIABILITIES 

 
The provisions for liabilities relate to deferred consideration. Deferred consideration represents the 
estimated amounts payable, although the final amounts payable are dependent upon the results of the 
acquired businesses, these being Spot and Company of Manhattan Inc, Optimal Wealth Management 
Limited, The Finishing Touch (Corporate Events) Limited, First Artist Management Limited, 
Sponsorship Consulting Limited, Dewynters Limited and Yell Communications Limited. These 
amounts can be paid either by cash, loan notes or shares, according to each individual transaction.  
 
Deferred consideration is payable as follows: 
 

   30 November 
2009  
£000  

 31 August 
2008  
£000  

      
 Within one year  4,042  2,205 
 Between one and two years  2,772  1,451 
 Between two and five years  2,123  1,195 
      
   8,937  4,851 
      

 
A reconciliation of deferred consideration payable is given in note 17 of the group financial statements. 

 
36  SHARE CAPITAL 30 November 

2009  
£000  

31 August 
2008  
£000  

 Authorised:   
 40,000,000 ordinary shares of 2.5 pence each (2008: 40,000,000 

ordinary shares of 2.5 pence each) 
1,000 1,000 

    
    
 Allotted, issued and fully paid:   
 29,921,771 ordinary shares of 2.5 pence each  (2008: 13,877,371 

ordinary shares of 2.5 pence each) 
 

748  
 

347  
    
    
 

Details of the share issues are in note 20.  Share option details are in note 21. 
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39  COMMITMENTS UNDER OPERATING LEASES 
 

  

 
At 30 November 2009 the Company had annual commitments under non-cancellable operating leases 
as follows: 

  30 November 
2009  
£000  

 31 August 
2008  
£000  

 Land and buildings    
  

 expiring within one year 
               

 157 
                

    - 
  expiring in between two and five years              704                 24 
     
  861        24   
     
 

40 (LOSS)/PROFIT OF THE PARENT COMPANY 
  
 The Company’s loss after tax for the year to 30 November 2009 amounted to £7,205k (12 months 

ended 31 August 2008: £1,609k profit). 
 

41 RELATED PARTY DISCLOSURES 
 

During the 15 month financial period, the Group procured event management consultancy services 
totalling £31,605 (12 months ended 31 August 2008: £25,000) from Splash Events Limited, a company 
50% owned by Janine Smith, wife of Jon Smith (Chief Executive).  She also has the use of a company 
car, worth up to £6,000 (2008: £6,000). No balances were outstanding at 30 November 2009 (2008: 
£Nil). 
 
During the 15 month financial period, the Group procured event management and administrative 
services totalling £38,125 (12 months ended 31 August 2008: £20,500) from Sara Smith, wife of Phil 
Smith (Chief Operating Officer). She also has the use of a company car, worth up to £6,000 (2008: 
£6,000). No balances were outstanding at 30 November 2009 (2008: £Nil). 
 
The company has taken advantage of the exemption in Financial Reporting Standard 8 (FRS8) that 
transactions do not need to be disclosed with companies wholly owned whose voting rights are within 
the group.   All transactions with related parties are in the normal course of business. 
 

42 EVENTS AFTER THE REPORTING DATE 
 

Disposal of subsidiaries 
 
On 2 February 2010 the Company completed the sale of the company of Optimal Wealth Management 
Limited to Conforto Financial Management Limited for a total consideration of £1.5 million to be 
satisfied wholly in cash. £1.3 million of the consideration was paid on completion, with two further 
payments of £100,000. The first £100,000 payment was paid in April and the second £100,000 payment 
is due in July 2010. 

 
On 12 February 2010 the Company announced the completion of the sale of business of  First Artist 
Management Limited to James Grant Media for a total cash consideration of £200,000, less a post 
completion working capital adjustment of up to £25,000. 
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42 EVENTS AFTER THE REPORTING DATE (continued) 
 
 
Banking facilities 

 
Subsequent to the period end, the Group entered into discussions with its main lender, Allied Irish 
Bank (GB), concerning banking covenants.  Details have been described in full in the going concern 
section of the Group accounting policies.  


