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Annual Report and Accounts 2011

Ludorum plc is an AIM-listed media investment 
company. The Group is focused on creating or acquiring 
and subsequently exploiting the rights for children’s 
entertainment properties through both conventional 
media and new media channels.
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Highlights

> First Pre-Tax Profit achieved of 
£0.22m (2010: loss of £1.43m), a 
£1.65m year on year increase

> Total revenues generated in the 
year of £7.34m (2010: £3.89m), 
an increase of 89%

> Consumer products revenues 
were £6.27m (2010: £2.54m), an 
increase of 147%

> Gross profit of £3.24m (2010: 
£2.04m), an increase of 59%

> Operating Profit for the year was 
£0.32m (2010: loss of £1.36m) a 
£1.68m improvement

> EBITDA for 2011 was £0.90m 
(2010: negative EBITDA £1.08m)

> Strong revenue growth in all 
territories
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Chief Executive’s Review

“We are very pleased to have delivered our first profitable year of 
trading since we listed in April 2006. The Profit before Tax was £0.22m 
an improvement of £1.65m over the loss in 2010 of £1.43m. This 
improvement was driven by a significant growth in our 2011 consumer 
products revenues growing by 147% to £6.27m. This was a solid 
performance for 2011 against the backdrop of a tough economic 
environment with generally weak consumer spending.”

Overview
We are very pleased to have delivered our first profitable year of trading since we listed in April 2006. The Profit before Tax 
was £0.22m an improvement of £1.65m over the loss in 2010 of £1.43m. This improvement was driven by a significant 
growth in our 2011 consumer products revenues growing by 147% to £6.27m. This was a solid performance for 2011 
against the backdrop of a tough economic environment and with generally weak consumer spending.

Chuggington 
Chuggington is a computer generated 3D series of 92 x 10 minute episodes and 46 mini-episodes, coupled with a fully 
immersive interactive website. We are now in pre-production of Series 4 of Chuggington which is scheduled to commence 
production in summer 2012 for initial delivery in autumn 2013. We are very excited about the new series as it will continue 
to expand the world, character and storylines. 

The series follows the adventures of Wilson, Brewster and Koko, all trainee engines and each with their own unique 
personality and learning style. The series is set in a world much like our own with cities, villages and diverse cultures and 
geography. Entertainment and enjoyment is at the heart of Chuggington, but embedded within each story are important 
educational and developmental messages centred on learning and social-emotional development. The series offers an 
extensive range of destinations to explore and adventures through which children and parents can benefit from the 
underlying value of positive life-learning lessons. 

Broadcast
We have concluded broadcast agreements with all leading broadcasters in their respective territories in over 175 countries. 
The series has established a highly successful ratings record in many markets including the UK (BBC – CBeebies), North 
America (Disney Channel), Germany (Super RTL), France (TF1), Japan (Fuji – TV), Australia (ABC) and Canada 
(Treehouse). The first series commenced broadcast in Spain and Benelux in the first quarter of 2011.

Consumer Products
Our master toy partner Tomy achieved total wholesale sales in 2011 of approximately US$ 50m. This was an encouraging 
result against a tough global economic environment with weak consumer spending and a tough competitive marketplace 
notably with the global theatrical launch of Cars 2. 

We are pleased that Tomy has secured encouraging world-wide retailer support following the major international toy fairs at 
the start of 2012. We believe Tomy has a strong line up of new product in production that will be rolled out globally in 
2012 and beyond.

Tomy represented just over half of the 2011 consumer products revenues of £6.27. In addition to Tomy we have a 
significant number of other licensees across consumer product, home entertainment and publishing generating the balance 
of our consumer revenues.
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Financial Review
Ludorum generated revenues of £7.34m for the full year (2010: £3.89m), an 88% increase over the prior period. Consumer 
product revenues represented 85% of revenues increasing by £3.73m to £6.27m (2010: £2.54m), a 147% increase over the 
prior year. Broadcast revenues, which are recognised on license period start dates, represented 14% of revenues, a reduction 
from the prior period of £0.23m to £0.99m (2010: £1.23m). The UK represented 15% of revenues, Europe 40%, Asia and 
Australasia 13% and the Americas 33%. All regions enjoyed strong revenue growth, led by the Americas with a 186% 
increase over the prior year.

Gross profit increased by £1.2m to £3.24m, a 59% increase over the prior year (2010: £2.04m). 

Total administrative costs were £2.92m, (2010: £3.4m) a 14% decrease of £0.48m over the prior year. 

The operating profit for the full year was £0.32m, an improvement of £1.67m over the prior period loss of £1.34m in 2010.

Capital expenditure on Chuggington during the period was £1.01m (£1.48m in the prior period) a decrease of £0.47m. 

As at the 31 December 2011, the Company had gross cash and cash equivalents of £0.5m (31 December 2010: £0.7m), 
fixed interest borrowings of £1.5m (31 December 2010: £1.5m) and bank overdraft of £1m (31 December 2009: £0.44m). 

In March 2012, the Company renewed its £0.75m overdraft facilities with Coutts & Co. 

In March 2012 the Company redeemed, at par, £1.5m of loan notes, being all of the loan notes in issue. At the same time the 
Company issued £2.75m of loan notes. £1.5m of the loan notes are held by client funds of Downing LLP. £1.25m of the loan 
notes are held by D C Thomson & Co Limited. The loan notes are repayable in March 2017. If the Company redeems the 
loan notes within the next two years the redemption will be £1.25 per £1 of loan notes. If the loan notes are redeemed after 
two years the loan notes are redeemable at par. The coupon on all loan notes is the higher of 7.5% or 3% above LIBOR for the 
next three years. After three years the coupon is 12.5%. The loan notes are secured by a second charge over the Company’s 
assets (and a charge over the assets of Ludorum Enterprises Limited, a wholly owned subsidiary of the Company).

On the basis of enquiries made by the directors and in the light of current financial projections and facilities available, the 
directors have a reasonable expectation that the Group has adequate resources to continue in operational existence for the 
foreseeable future. Accordingly, we continue to adopt the going concern basis in preparing our accounts.

Outlook
We have made good progress in 2011 and reported significant year on year growth. Our objective is to firmly establish 
Chuggington as an evergreen property that will continue to deliver real growth and long-term value for our shareholders.

Rob Lawes
Chief Executive

Chief Executive’s Review
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Directors’ Report

The Directors of the Company present their Report and the audited consolidated financial statements for the year ended 31 
December 2011. 

Principal activities and business review 
The Company and its subsidiaries (“the Group”) continued the development and exploitation of its animated children’s 
television series, “Chuggington”. The television series is being produced in partnership with Tomy, a major Japan-based toy 
manufacturer. The Group and Tomy jointly finance the production of the series and Tomy is participating in the profits 
from the series. Further details are given in Note 24.

The third series of 14 episodes was completed in the year. Production of a fourth series is scheduled to commence in 2012.

Further details of the Group’s principal activities, business review and expected future developments are given in the Chief 
Executive’s Review.

Key performance indicators
The Group uses the following key performance indicators:

•	 Actual programme costs. Actual programme costs to date and future costs to completion are reported monthly and 
compared with budgeted costs.

•	 Actual group cash balance. The actual group cash balance at the end of each calendar quarter is compared with the 
budgeted group cash balance. 

•	 Revenue growth. The Group has generated increasing revenue, principally from Chuggington, for the past three years. 
Revenue in 2011 was 88% higher than in 2010.

Principal risks and uncertainties
The main risk areas for the Group are set out below:

Control of programme costs: There is a risk that the programme costs are not controlled in the production process. To 
minimise the risk, production costs are monitored against a budget which may also be adjusted as required to give an up to 
date estimate of the costs to completion.

Key creative talent: The quality of the Group’s programmes relies on retaining key creative talent. The risk is mitigated by 
ensuring that key talent is secured by contract and participates in the financial success of the work that they help to produce.

Protecting intellectual property: The Group aims to maximise the exploitation of its intellectual property. The Group relies 
on intellectual property laws to protect its intellectual property rights but it cannot guarantee that these rights will not be 
challenged or circumvented.

Financial risk management
The main financial risk management policies are set out below:

Liquidity risk: The Group manages liquidity risk by financing its activities through its cash resources and debt finance. In 
March 2010, the Company issued £1.5m of loan notes. In July 2010, the Company placed 470,000 ordinary shares at £3 
per share.

Interest rate risk: The Group has an exposure to interest rate risk arising from its loan notes and overdraft facility which are 
all denominated in sterling. The interest payable on the loan notes is the greater of 9% or 3% above LIBOR for the first 
three years. After three years the interest rate is 15%. At current market interest rates, the interest rate on loan notes is 
effectively fixed at 9% for the next two years. Management would seek financial instrument cover if necessary.

Foreign exchange risk: The Group incurs some of its programme expenditure and other operating expenses in US dollars. 
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The risk arising from a change in the rate of exchange between sterling and the US dollar is partly mitigated by the Group 
invoicing for some sales of licences in US dollars and by being reimbursed, by its development partner, in US dollars for 
some of the US dollar denominated programme costs that it incurs.

Credit risk: Credit risk arises on trade receivables and short term bank deposits. The Group extends credit following an 
assessment of the financial viability of the counterparty. This assessment helps to mitigate the Group’s exposure to credit risk.

Price risk: Price risk arises principally in respect of programme production costs. A substantial proportion of production 
costs is subject to fixed price contracts, thus helping to mitigate this risk.

Capital risk: The Group manages its capital structure to ensure that it continues as a going concern, to provide returns to 
shareholders, to benefit other stakeholders and to maintain an optimum capital structure. In July 2010, the Company 
placed 470,000 ordinary shares at a price of £3 per share.

Financial results and dividend 
The Group’s profit for the year attributable to shareholders was £60,000. In 2010 the Group’s loss for the year attributable 
to shareholders was £1.515 million.

The Directors do not recommend the payment of dividend (2010: £nil).

Directors 
The Directors throughout the year and at the end of the year were Richard Rothkopf, Rob Lawes, Charles Caminada and 
David Maloney.

In accordance with the Company’s articles of association, one third (or the number nearest to but not less than one third) of 
all directors will be required to retire and submit themselves for re-election at the next Annual General Meeting of the 
Company. Rob Lawes and Charles Caminada will submit themselves for re-election in 2012.

Directors’ interests and remuneration 
Information on Directors’ beneficial interests in the shares of the Company, their service contracts and remuneration is 
shown in the Remuneration Report. 

Directors’ insurance
Insurance was in place during the year and remains in place to cover the directors against liabilities arising in relation to the 
Company, as permitted by the Companies Act 2006.

Directors’ indemnities
As permitted by the Articles of Association, the Directors have the benefit of an indemnity which is a qualifying third party 
indemnity provision as defined by Section 234 of the Companies Act 2006. The indemnity was in force throughout the last 
financial year and is currently in force. The Company also purchased and maintained throughout the financial year 
Directors’ and Officers’ liability insurance in respect of itself and its Directors. 

Share capital 
Details of the Company’s share capital are set out in Note 15 to the financial statements. 

Directors’ Report
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Substantial shareholdings 
As at 23 March 2012 beneficial interests amounting to 3 per cent or more of the issued ordinary share capital of the 
Company notified to the Company, in addition to those holdings notified by directors, comprised: 

 

Shares % 

D C Thomson & Company Limited 1,955,809 19.9
Taube Hodson Stonex Partners (UK) Limited 965,871 9.8
F&C Asset Management plc 808,753 8.2
Downing Corporate Finance Limited 696,288 7.1
Downing Corporate Finance Executive Pension Scheme 591,436 6.0

Disclosure of information to auditors 
So far as each Director is aware, there is no relevant audit information of which the Company’s auditors are unaware, and 
each Director has taken all the steps that he ought to have taken as a Director in order to make himself aware of any 
relevant audit information and to establish that the Company’s auditors are aware of that information. 

Employees 
The Group recognises its responsibilities for the fair treatment of all its employees in accordance with national legislation 
applicable to the territories within which it operates. Having regard to their skills and abilities, the Group gives full and fair 
consideration to applications for employment received from disabled persons, and so far as particular disabilities permit, will 
give employees disabled during their period of employment continued employment in the same job or, if this is not 
practicable, a suitable alternative job. Equal opportunities for appropriate training, career development and promotion are 
available to all employees regardless of any physical disability or their gender, religion, race or nationality. 

Employee involvement and consultation 
The Directors attach great importance to the maintenance and development of employee involvement and training. At this 
early stage of the Group’s development, with a small number of employees, the Directors ensure that the results for the half 
year and for the financial year are discussed with employees and that they are aware of Group developments. As the Group 
develops, the Directors will put in place appropriate procedures to ensure that this continues to be the case as the number of 
activities and employees increases. 

Social responsibility 
Ludorum plc recognises the importance of social, environmental and ethical matters and the directors endeavour to take 
into account the interests of all stakeholders, including investors, employees, customers, suppliers and business partners 
when operating the business. 

Health, safety and the environment 
The Directors seek to minimise risk to the health and safety of the Group’s employees and to the environment by effective 
management of the Group’s activities. The Group does not operate in a business sector which causes significant pollution or 
other adverse environmental effects. The principal direct environmental impacts are the consumption of energy at its offices 
and the production of waste. Arrangements are in place for the collection and recycling of waste materials. 
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Payments to suppliers 
It is the Company’s general policy to abide by the terms of payment agreed with its suppliers at the time of individual 
transactions and to ensure that suppliers are made aware of the terms of payment and abide by them. At 31 December 
2011, the Company’s creditors in respect of invoiced supplies represented 68 days’ purchases (2010: 62 days). 

Going concern
On the basis of enquiries made by the directors and in the light of current financial projections and facilities available, the 
directors have a reasonable expectation that the Group has adequate resources to continue in operational existence for the 
foreseeable future. Accordingly, we continue to adopt the going concern basis in preparing our accounts.

Post balance sheet events
In March 2012 the Company redeemed, at par, £1.5m of loan notes, being all of the loan notes in issue. At the same time 
the Company issued £2.75m of loan notes. £1.5m of the loan notes are held by client funds of Downing LLP. £1.25m of 
the loan notes are held by D C Thomson & Co Limited. The loan notes are repayable in March 2017. If the Company 
redeems the loan notes within the next two years the redemption will be £1.25 per £1 of loan notes. If the loan notes are 
redeemed after two years the loan notes are redeemable at par. The coupon on all loan notes is the higher of 7.5% or 3% 
above LIBOR for the next three years. After three years the coupon is 12.5%. The loan notes are secured by a second charge 
over the Company’s assets (and a charge over the assets of Ludorum Enterprises Limited, a wholly owned subsidiary of the 
Company).

Charitable and political donations 
The Group did not make any charitable or political donations during the year (2010: nil). 

Independent Auditors 
During the year PricewaterhouseCoopers LLP were re-appointed as independent auditors to the Company and have 
expressed their willingness to continue in office. Accordingly, resolutions will be proposed at the Annual General Meeting of 
the Company to re-appoint PricewaterhouseCoopers LLP as auditors of the Company and to authorise the Directors to 
determine their remuneration. 

By order of the board 

 
Malcolm Paget
Company Secretary 

23 March 2012

Directors’ Report
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Remuneration Report

Introduction and compliance 
This report has been prepared by the Remuneration Committee on behalf of the Board in accordance with the requirements 
of the Companies Act 2006. A resolution inviting shareholders to approve the report will be put to the Annual General 
Meeting. 

Remuneration Committee 
The Company has established a Remuneration Committee which is chaired by David Maloney, the independent non-
executive director. The other member of the Committee is Richard Rothkopf.

The function of the Remuneration Committee is set out in the Corporate Governance Report. The terms of reference of the 
Committee are available from the Company Secretary and are available on the Company’s website. 

Remuneration policy 
The remuneration policy is established by the Board on the recommendation of the Remuneration Committee. The policy 
for remuneration is that the package offered should be sufficient to attract, retain and motivate executive directors and 
senior executives of the quality required, but not more than is necessary for this purpose. It is intended that variable pay 
should comprise a significant proportion of the total remuneration. Remuneration is reviewed annually. 

The remuneration package 
The remuneration package comprises base salary and benefits, annual bonus, long term incentive arrangements and 
pension contribution. All senior employees of the Group (including executive directors) are remunerated using the policy 
described below. 

Base salary and benefits: At this early stage of the Company’s development, base salaries for executive directors have been set 
at levels below market levels although the Committee’s policy is that, as the Company progresses, base salary will take into 
account the performance of the individual and information from independent sources and consultants on market levels. An 
executive director’s base salary will be reviewed by the Committee prior to the beginning of each year and when an 
individual changes position or responsibility. 

The Executive Directors receive the benefit of private medical insurance. 

Annual bonuses: Bonus scheme arrangements are in place for senior members of staff, including executive directors. The 
intention is to link bonuses to Group performance. Bonuses are calculated based on personal and business performance. 

Share incentive arrangements: The Company has in place incentive arrangements which only reward participants if 
shareholder value is created, thereby aligning the interests of management with those of shareholders. The Company 
established a Share Ownership Arrangement (“SOA”) in 2009. Under the SOA the Company issued 936,000 ordinary 
shares to an Employee Benefit Trust (“EBT”). The shares held in the EBT are jointly owned by the EBT and the 
participants in the SOA. The participants include the executive directors of the Company, a former director of the 
Company and a senior employee of the Group. A participant’s interest in the shares is not transferable, except on death.

Two thirds of a participant’s shares subject to the trust deed vested from 1 May 2010 and the further one third vested from 
1 May 2011. From the date of vesting a participant can exercise a put option to require the EBT to acquire all or a 
proportion of his entitlement. On exercising the put option the participant will receive the value of the increase in the share 
price since the SOA was established plus the lower of the value of the shares when the SOA was established and the value of 
the shares when the put option is exercised. The participant can only be paid in shares (see Note 15).
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Pension: Since the shares of the Company were admitted to trading on AIM on 3 April 2006, Rob Lawes and Charles 
Caminada have received a Company contribution at the rate of 15 per cent of salary to their individual personal pension 
arrangements. In 2007, the Company ceased making payments to their nominated pension schemes but continued to 
accrue for the directors’ pension liabilities, except that in 2010 the Company made a one-off payment of £50,000 into the 
nominated pension scheme of Charles Caminada and in 2011 the Company made a one-off payment of £20,000 into the 
nominated pension scheme of Rob Lawes.

Service contracts: The Company’s policy on Directors’ service contracts is that they should be terminable by the Company 
on one year’s notice, and Directors’ contracts do not provide for predetermined compensation in the event of termination. 
Any payments made would be determined by reference to normal contractual principles with mitigation being applied as 
appropriate. The Non-Executive Director does not have a service contract but had a letter of appointment for an initial 
period of three years, which has been renewed by mutual agreement, for a further three year term. The terms of 
appointment do not contain any contractual provisions regarding a notice period or the right to receive compensation in the 
event of early termination. 

Details of the Directors’ contracts and letters of appointment are as set out below:

Executive Directors Date of contract Notice period

Richard Rothkopf 28 March 2006 12 months
Rob Lawes 28 March 2006 12 months
Charles Caminada 28 March 2006 12 months

Non-executive Director Letter of appointment End of period of appointment
David Maloney 3 April 2009 2 April 2012

Non-Executive Director’s fees
The Executive Directors are responsible for proposing the Non-Executive Director’s fees. In proposing such fees they take 
account of similar fees paid to non-executive directors in listed companies within the Group’s listing sector and of similar 
size. Any decision on fee changes is taken by the Board as a whole. Individual non-executive directors do not take part in 
discussion on their remuneration. Non-executive directors do not receive benefits or pension contributions from the Group. 

Directors’ remuneration
 

Salary/fees
£

Benefits
£

 Pension 
contributions

£

Total
2011

£

Total
2010

£

Executive Directors

Richard Rothkopf 135,965 7,911 – 143,876 158,246
Rob Lawes 158,125 4,584 27,372 190,081 183,809

Charles Caminada 171,458 5,781 27,372 204,611 213,761

Non-executive Director

David Maloney 25,000 – – 25,000 25,000

490,548 18,276 54,744 563,568 580,816

Richard Rothkopf and Robert Lawes received reduced salary payments for part of the year. The amount unpaid to these 
directors of £176,150, including applicable employer’s National Insurance Contributions, is included in creditors at the end 
of the year.

Remuneration Report
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In 2007, the Company ceased making payments to the directors’ nominated pension schemes but continued to accrue for 
the directors’ pension liabilities. The amounts included in the directors’ remuneration disclosure above in respect of pension 
contributions are the accrued entitlement. In 2010 the Company made a payment of £50,000 into the nominated pension 
scheme of Charles Caminada to settle some of his accrued pension entitlement. In 2011 the Company made a payment of 
£20,000 into the nominated pension scheme of Rob Lawes to settle some of his accrued pension entitlement. The amount 
accrued for the directors’ pension liabilities at the end of the year was £143,714 (2010: £ 108,970). 

Directors’ shareholdings 
The Directors’ beneficial interests, including interests of connected persons (within the meaning of section 252 of the 
Companies Act 2006), in the Ordinary Shares of the Company at the end of the financial year are shown below. None of 
the directors had any non-beneficial interest at any time in the financial year. None of the directors who held office at the 
end of the financial year had any beneficial interest in the shares of other Group companies. 

 

Number of Ordinary Shares Number of Ordinary Shares

31 December 2010 31 December 2011

Richard Rothkopf 723,180 728,736
Rob Lawes 1,075,511 1,081,066
Charles Caminada 758,602 664,657
David Maloney 55,847 55,847

In addition, Rob Lawes and Charles Caminada each had an interest in 16,667 deferred shares. The deferred shares were 
issued as part of the capital re-organisation undertaken prior to the placing and admission to trading of Ordinary Shares on 
AIM in April 2006. The rights attaching to the deferred shares are so restricted as to render them virtually worthless. 

The directors also hold the following ordinary shares, granted under the terms of the 2009 Share Ownership Arrangement. 

 
Number of Ordinary Shares Number of Ordinary Shares

31 December 2010 31 December 2011

Richard Rothkopf 211,536 211,536
Rob Lawes 356,040 356,040
Charles Caminada 286,416 286,416

This report was approved by the Board and signed on its behalf by 

 
David Maloney
Chairman of the Remuneration Committee

23 March 2012
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Corporate Governance Report

Introduction 
The board is accountable to the Company’s shareholders for good governance and supports the principles of corporate 
governance contained in the UK Corporate Governance Code (2010) by the Financial Reporting Council, although full 
compliance with the Code is not required for an AIM listed company. The Company complies with the principles of the 
Combined Code except that the Company has only appointed one non-executive director and a formal process of 
performance evaluation in relation to the Board has not yet been implemented.

The Board 
The Board is responsible to shareholders for the effective and proper management and control of the Company and has a 
formal schedule of matters reserved for its decisions. Its primary roles are to determine and review Company strategy and 
policy, consider acquisitions and disposals, assess requests for major capital expenditure and give consideration to all other 
significant financial matters. This process is undertaken following discussions in conjunction with senior executive 
management who in turn are responsible for day to day conduct of the Group’s operations and for reporting to the Board 
on the progress being made in meeting the objectives. 

At 31 December 2011, the Board comprised four members. The names, roles and date of appointment of each of these 
Directors were as follows: 

Director Role Date of appointment

Richard Rothkopf Executive Chairman 16 March 2006
Robert Lawes Chief Executive Officer 10 January 2006
Charles Caminada Chief Operating Officer 10 January 2006
David Maloney Non-executive Director 28 March 2006

The Board considers that David Maloney, whom the Board has identified as the Senior Independent Director, is 
independent of management and free from any business relationships which could interfere with the exercise of his 
independent judgment. No individual or group of individuals dominates the Board’s decision making and the Board expects 
to appoint additional independent non-executive directors as the Company’s business and operations develop. 

The Board met four times during the year and each of the directors attended every meeting that took place. Briefing papers 
and an agenda are provided for each director, normally seven days in advance of each meeting. The Directors are able to 
seek further clarification and information on any matter from any other director or employee of the Group whenever 
necessary. They have access to the advice and service of the Company Secretary and are able to obtain independent 
professional advice, at the Company’s expense, if the need arises. 

In accordance with the Company’s articles of association, one third (or the number nearest to but not less than one third) of 
all Directors will be required to retire and submit themselves for re-election at each Annual General Meeting of the 
Company. Rob Lawes and Charles Caminada will submit themselves for re-election this year. 

It is the policy of the Board that non-executive directors are appointed for an initial term of three years, following which 
their appointment will be reviewed. 

Chairman and Chief Executive Officer 
The Board’s policy is that the roles of Chairman of the Board and Chief Executive Officer of the Company should be split. 
The division of responsibilities of the Chairman and the Chief Executive Officer is set out in writing and has been approved 
by the Board. The Board considers that the respective roles and responsibilities are clearly understood by both individuals 
and by the Board as a whole. 
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Committees of the Board 
The Board has two standing committees, Remuneration and Audit, the members of each being Richard Rothkopf and 
David Maloney. The duties of the Committees are set out in formal terms of reference. These are available from the 
Company Secretary. The Company Secretary acts as Secretary of each of the Committees. 

Remuneration Committee 
The Remuneration Committee is chaired by David Maloney. The function of the Committee is to establish and review the 
terms and conditions of employment of the Executive Directors, and to make recommendations to the Board on the overall 
framework and broad policy for the remuneration of the Company’s directors and other senior executives within the Group. 

Audit Committee 
The Audit Committee is chaired by David Maloney, who has held senior financial positions in a number of service sector 
companies, including Chief Financial Officer for Le Meridien Hotels & Resorts and Chief Financial Officer for Thomson 
Travel Group plc as well as 12 years working with Avis Europe plc latterly as group Finance Director. Accordingly, the Board 
considers that he brings recent and relevant financial experience to his role as chairman of the Committee. The Committee 
met once in 2011. Richard Rothkopf is the other member. Both members of the Committee attended this meeting, along 
with other members of the Board and senior representatives of the external auditors. The Committee has the right to invite 
any other employees to attend meetings where this is considered appropriate. 

The Committee is responsible for the development, implementation and monitoring of the Company’s policy on external 
audit and for overseeing the objectivity and effectiveness of the external auditors. The Committee recommends the 
appointment and re-appointment of the Company’s external auditors and considers the scope and the cost effectiveness of 
their work. 

The Committee has approved the audit and non-audit services which have been provided by PricewaterhouseCoopers LLP 
during the year under review. The Committee is satisfied that PricewaterhouseCoopers LLP have retained objectivity and 
independence during the year. 

The Committee monitors and reviews the effectiveness of the Group’s internal control systems, accounting policies and 
practices, risk management procedures and compliance controls as well as the integrity of the Company’s financial 
statements. 

Internal control and risk management 
Philosophy and policy: The objective of the Directors and senior management is to safeguard and increase the value of the 
business and assets of the Group. Achievement of this objective requires the development of policies and appropriate 
internal controls to ensure the Group’s resources are managed properly and any risks are identified.

The Board is ultimately responsible for the Company’s system of internal control and for reviewing its effectiveness. The 
systems and processes established by the Board are designed to manage, rather than eliminate, the risk of failure to achieve 
business objectives and cannot provide absolute assurance against material misstatement or loss. The Board has delegated 
responsibility for reviewing the suitability of practices and procedures to the Audit Committee. 

The Company’s senior management is responsible for the suitability of current systems and the Audit Committee ensures 
the effectiveness and efficiency of the processes implemented by senior management. This includes discussions with senior 
management of the Group. These findings are in turn discussed by the full Board which is responsible for addressing any 
weaknesses identified. The Board is committed to satisfying the internal control guidance for directors set out in the 
ICAEW Turnbull Report. Further, the Board is aware of the major risks facing the Company and the steps taken by the 
Company where possible to mitigate such risks. 
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Managing risks: A summary of the structures and processes in place to identify and manage risks across the Group is set 
out below. 

Controlling risk: The Group has policies which address a number of key business risks. Senior management assume 
responsibility for managing risk in the businesses. Where appropriate, external advisers are appointed in order to support 
this process. 

Accountability and audit 
The Statement of Directors’ responsibilities in relation to the consolidated and Company financial statements is set out in 
the Directors’ Report. 

Going concern 
On the basis of current financial projections and facilities available, the Directors have a reasonable expectation that the 
Group has adequate resources to continue in operational existence for the foreseeable future. For this reason, they continue 
to adopt the going concern basis in preparing the financial statements. 

Internal financial controls 
The Company has a system for regular monitoring and reporting of financial performance and assessing the efficiency of 
the Group’s systems of internal controls appropriate to its stage of development. A detailed budget is prepared by 
management and thereafter is reviewed and formally adopted by the Board. The budget and other targets are regularly 
updated via a rolling forecast process and regular business review meetings are also held involving senior management, at 
which the Company’s overall performance is assessed. The results of these reviews are in turn reported to and discussed by 
the Audit Committee and the Board. 

The Audit Committee has considered whether there is a requirement for an internal audit function and based on the 
simplicity of the Company’s current operations and its early stage of development, the Committee is satisfied that an 
internal audit function is not presently required. This matter will be kept under regular review. 

The Board confirms that it has reviewed the effectiveness of the system of internal controls for the year ended 31 December 
2011 and up to the date of this report. 

Communications with shareholders 
Principally via the Executive Directors, the Company seeks to build on a mutual understanding of objectives with its 
institutional shareholders through regular meetings and presentations following announcements of annual and interim 
results. Institutional shareholders will be given the opportunity to meet with a new non-executive director on request. The 
views of key analysts and shareholders are communicated back to the Board directly by individual Directors and via the 
Company’s broker, ensuring all members of the Board develop an understanding of the views of major shareholders. 
Corporate information is also available on the Company’s website, www.ludorum.com. 

Constructive use of the Annual General Meeting 
The Board welcomes the attendance of shareholders at the Annual General Meeting at which the Directors will be present 
to take questions on the Company’s businesses and strategy. 

By order of the Board 

Malcolm Paget
Company Secretary 

23 March 2012

Corporate Governance Report
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Statement of Directors’ Responsibilities

The directors are responsible for preparing the Annual Report and the financial 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 
prepared the group and parent company financial statements in accordance with International Financial Reporting 
Standards (IFRSs) as adopted by the European Union. Under company law the directors must not approve the financial 
statements unless they are satisfied that they give a true and fair view of the state of affairs of the group and the company 
and of the profit or loss of the group for that period. In preparing these financial statements, the directors are required to:

•	 select suitable accounting policies and then apply them consistently;

•	 make judgements and accounting estimates that are reasonable and prudent;

•	 state whether applicable IFRSs as adopted by the European Union have been followed, subject to any material 
departures disclosed and explained in the financial statements;

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the company’s 
transactions and disclose with reasonable accuracy at any time the financial position of the company and the group and 
enable them to ensure that the financial statements comply with the Companies Act 2006. They are also responsible for 
safeguarding the assets of the company and the group and hence for taking reasonable steps for the prevention and detection 
of fraud and other irregularities.

The directors are responsible for the maintenance and integrity of the company’s website. Legislation in the United Kingdom 
governing the preparation and dissemination of financial statements may differ from legislation in other jurisdictions. 

By order of the Board 

Malcolm Paget
Company Secretary 

23 March 2012
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Independent Auditors’ Report 
to the Members of Ludorum plc

We have audited the group and parent company financial statements (the ‘‘financial statements’’) of Ludorum plc for the 
year ended 31 December 2011 which comprise the consolidated statement of comprehensive income, the group and parent 
company balance sheets, the group and parent Company statements of changes in equity, the group and parent company 
cash flow statements and the related notes. The financial reporting framework that has been applied in their preparation is 
applicable law and International Financial Reporting Standards (IFRSs) as adopted by the European Union and, as regards 
the parent company financial statements, as applied in accordance with the provisions of the Companies Act 2006.

Respective responsibilities of directors and auditors
As explained more fully in the statement of directors’ responsibilities set out on page 15, the directors are responsible for the 
preparation of the financial statements and for being satisfied that they give a true and fair view. Our responsibility is to audit 
and express an opinion on the financial statements in accordance with applicable law and International Standards on Auditing 
(UK and Ireland). Those standards require us to comply with the Auditing Practices Board’s Ethical Standards for Auditors.

This report, including the opinions, has been prepared for and only for the company’s members as a body in accordance 
with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, 
accept or assume responsibility for any other purpose or to any other person to whom this report is shown or into whose 
hands it may come save where expressly agreed by our prior consent in writing.

Scope of the audit of the financial statements
An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give 
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or error. 
This includes an assessment of: whether the accounting policies are appropriate to the group’s and parent company’s 
circumstances and have been consistently applied and adequately disclosed; the reasonableness of significant accounting 
estimates made by the directors; and the overall presentation of the financial statements. In addition, we read all the 
financial and non-financial information in the annual report to identify material inconsistencies with the audited financial 
statements. If we become aware of any apparent material misstatements or inconsistencies we consider the implications for 
our report.

Opinion on financial statements 
In our opinion: 

•	 the financial statements give a true and fair view of the state of the group’s and of the parent company’s affairs as at  
31 December 2011 and of the group’s profit and the group’s and parent company’s cash flows for the year then ended;

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

•	 the parent company financial statements have been properly prepared in accordance with IFRSs as adopted by the 
European Union and as applied in accordance with the provisions of the Companies Act 2006; and

•	 the financial statements have been prepared in accordance with the requirements of the Companies Act 2006. 
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Opinion on other matter prescribed by the Companies Act 2006
In our opinion the information given in the Directors’ Report for the financial year for which the financial statements are 
prepared is consistent with the financial statements.

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you if, 
in our opinion: 

•	 adequate accounting records have not been kept by the parent company, or returns adequate for our audit have not 
been received from branches not visited by us; or 

•	 the parent company financial statements are not in agreement with the accounting records and returns; or 

•	 certain disclosures of directors’ remuneration specified by law are not made; or

•	 we have not received all the information and explanations we require for our audit.

Simon O’Brien (Senior Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors

London

23 March 2012
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Consolidated Financial Statements

Consolidated statement of comprehensive income for the year ended 31 December 2011

Notes
For the year ended

31 December 2011
£000

For the year ended
31 December 2010

£000

Revenue 2 7,335 3,892

Cost of sales (4,094) (1,848)

Gross profit 3,241 2,044

Administrative expenses (2,923) (3,403)

Operating profit/(loss) 318 (1,359)
Finance costs – bank and loan interest (95) (74)
Finance cost – net (95) (74)
Profit/(loss) before income taxation 223 (1,433)
Income tax expense 6 (144) (82)

Profit/(loss) for the year 3 79 (1,515)

Other comprehensive loss:

Foreign exchange differences  (19)  –

Total comprehensive profit/(loss) for the year  60 (1,515)

Basic earnings/ (loss) per share 7 0.80p (16.7p)

Diluted earnings per share 7 0.79p –

The notes on pages 23 to 42 are an integral part of these consolidated and parent company financial statements.

The current and prior year results arise from continuing operations.
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(Registered number 5595899)

Balance sheets as at 31 December 2011 Group Company

Notes
2011
£000

2010
£000

2011
£000

2010
£000

Assets

Non-current assets

Investments 8 – – 2,527 1,713
Property, plant and equipment 9 36 52 15 22

Intangible assets 10 3,704 3,237 – –

3,740 3,289 2,542 1,735

Current assets

Trade and other receivables 11 2,498 2,199 49 180

Cash and cash equivalents 12  501  700  19  55

2,999 2,899 68 235

Liabilities

Current liabilities

Overseas tax payable 13 (23) (16) – –
Trade and other liabilities 13 (4,463) (6,657) (569) (2,362)

Borrowings 14  (999)  (443) (999)  (443)

(5,485) (7,116) (1,568)  2,805

Net current liabilities (2,486) (4,217) (1,500) (2,570)
Non-current liabilities

Borrowings 14 (1,500) (1,500) (1,500) (1,500)

(1,500) (1,500) (1,500) (1,500) 

Net liabilities (246) (2,428) (458) (2,335)

Shareholders’ deficit

Ordinary shares 15 88 88 98 98
Deferred shares 15 50 50 50 50
Share premium 16 9,296 9,281 9,296 9,281
Share-based payments reserve 17 2,212 105 2,212 105
Foreign currency translation 18 (14) 5 – –

Accumulated losses 19 (11,878) (11,957) (12,114) (11,869)

Total shareholders’ deficit  (246) (2,428)  (458) (2,335)

The notes on pages 23 to 42 are an integral part of these consolidated and parent company financial statements.
The financial statements on pages 18 to 42 were authorised for issue by the Board of Directors and signed on its behalf by:

Rob Lawes
Chief Executive Officer

23 March 2012
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Consolidated Financial Statements

Statement of Changes in Equity

Attributable to the owners of the parent

Group 
2011

Called up 
share 

capital 
£000

Share 
Premium 

£000

Accumulated 
losses 
£000

Share-based 
payments 

reserve 
£000

Foreign 
currency 

translation 
£000

Total 
shareholders’ 

deficit 
£000

At 1 January 2011  138 9,281 (11,957) 105 5 (2,428)
Profit for the year – – 79 – – 79

Other comprehensive income: – – – – (19)  (19)

Total comprehensive income for 

the year – – 79 – (19)  60

Transactions with owners:

Reclassification of SOA (Note 15) – – – 1,937 – 1,937
Credit relating to share ownership
Liability (Note 17) – – –  170 – 170

New shares issued (Note 15) –  15 – – –  15

Total contributions for distribution 

to owners of the Company 

recognised directly in equity –  15 – 2,107 – 2,122

At 31 December 2011  138 9,296 (11,878) 2,212  (14) 246

      

Group 
2010

Called up 
share 

capital 
£000

Share 
Premium 

£000

Accumulated 
losses 
£000

Share-based 
payments 

reserve 
£000

Foreign 
currency 

translation 
£000

Total 
shareholders’ 

deficit 
£000

At 1 January 2010 134 7,885 (10,442) 30 5 (2,388)
Comprehensive income:
Loss for the year – – (1,515) – – (1,515)

Other comprehensive income: – – – – – –

Total comprehensive income for 

the year – – (1,515) – – ( 1,515)

Transactions with owners:
Credit relating to Share-based 
payments reserve (Note 17) – – – 75 – 75

New shares issued (Note 15)  4  1,396 – – –  1,400

Total contributions for distribution 

to owners of the Company 

recognised directly in equity  4  1,396 –  75 –  1,475

At 31 December 2010  138 9,281 (11,957)  105  5 (2,428)
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Statement of Changes in Equity

Company 
2011

Called up 
share 

capital 
£000

Share 
Premium 

£000

Accumulated 
losses 
£000

Share-based 
payments 

reserve 
£000

Foreign 
currency 

translation 
£000

Total 
shareholders’ 

deficit 
£000

At 1 January 2011 148 9,281 (11,869) 105 – (2,335)
Comprehensive income:

Loss for the year – – (245) – – (245)

Total comprehensive income for 

the year – – (245) – – (245)

Transactions with owners:
Reclassification of SOA (Note 15) – – – 1,937 – 1,937
Credit relating to Share-based 
payments reserve (Note 17) – – – 170 – 170

New shares issued (Note 15) –  15 – – –  15

Total contributions for distribution 

to owners of the Company 

recognised directly in equity – 15 – 2,107 – 2,122

At 31 December 2011 148 9,296 (12,114) 2,212 – (458)

      

Company 
2010

Called up 
share 

capital 
£000

Share 
Premium 

£000

Accumulated 
losses 
£000

Share-based 
payments 

reserve 
£000

Foreign 
currency 

translation 
£000

Total 
shareholders’ 

deficit 
£000

At 1 January 2010 144 7,885 (9,408)  30 – (1,349)
Comprehensive income:

Loss for the year – – (2,461) – – (2,461)

Total comprehensive income for 

the year – – (2,461) – – (2,461)

Transactions with owners:
Credit relating to Share-based 
payments reserve (Note 17) – – – 75 – 75

New shares issued (Note 15)  4 1,396 – – – 1,400

Total contributions for distribution 

to owners of the Company 

recognised directly in equity  4 1,396 –  75 – 1,475

At 31 December 2010 148 9,281 (11,869) 105 – (2,335)
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Consolidated Financial Statements

Cash flow statements for the year ended 31 December 2011 Group Company

Notes
2011
£000

2010
£000

2011
£000

2010
£000

Cash flows from operating activities

Cash generated by/(used in) operations 20 956 (445) 323 (4,084)
Interest paid (95) (74) (95) (74)

Taxation paid (137) (75) – –

Net cash generated by/(used in) operating activities  724 (594) 228 (4,158)

Cash flows from investing activities

Investment in subsidiaries – – (814) (89)
Purchase of property, plant and equipment (21) (23) (21) (4)
Investment in intangible assets (1,473) (1,012) – –

Transfer of intangible to subsidiary company – – – 1,998

Net cash (used in)/generated from investing activities (1,494) (1,035) (835) 1,905

Cash flows from financing activities

Net proceeds from issue of share capital 15 1,400 15 1,400
Proceeds from bank loan – 1,500 – 1,500

Repayment of bank loan – (1,127) – (1,127)

Net cash generated from financing activities 15 1,773  15 1,773

Net (decrease)/increase in cash and cash 

equivalents and bank overdrafts (755) 144 (592) (480)

Cash and cash equivalents and bank overdrafts 
at 1 January  257 113 (388)  92

Cash and cash equivalents and bank overdrafts 

at 31 December 12 (498) 257 (980) (388)
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Notes to the financial statements

1. Accounting policies
Ludorum plc (the “Company”) is a public limited company incorporated and domiciled in the United Kingdom. The 
address of its registered office is 2b River Court, 27 Brewhouse Lane, Putney Wharf, London, SW15 2JX. The Company’s 
registered number is 5595899.

The principal accounting policies adopted in the preparation of these consolidated financial statements are set out below. 
These policies have been consistently applied to the whole period presented.

Basis of preparation: These financial statements have been prepared in accordance with International Financial Reporting 
Standards (“IFRSs”) and IFRIC interpretations as adopted by the EU and with those parts of the Companies Act 2006 
applicable to companies reporting under IFRS. The consolidated financial statements have been prepared on a going 
concern basis and under the historical cost convention. A summary of the more significant group accounting policies is set 
out below.

The preparation of financial statements in conformity with IFRS requires the use of estimates and assumptions that affect 
the reported amounts of assets and liabilities at the date of the financial statements and the reported amounts of revenue 
and expenses during the reporting period. Although these estimates are based on management’s best knowledge of the 
amount, event or actions, actual results ultimately may differ from these estimates. The Directors consider that the key areas 
of judgement are:

(a)  Estimation of the fair value of options granted under share-based payment arrangements. 

The fair value of share options is estimated when the options are granted. This value may be different from the value 
when the share options are eventually exercised.

(b)  Carrying value of intangible assets 

The carrying value of intangible assets is calculated as the cost of the assets less amortisation which writes off assets over 
a seven year life on a straight-line basis. The carrying value of the assets would be less if it were more appropriate to 
amortise the assets over a shorter period. We consider that the seven years period for amortisation is appropriate.

On the basis of enquiries made by the directors and in the light of current financial projections and facilities available, the 
directors have a reasonable expectation that the Group has adequate resources to continue in operational existence for the 
foreseeable future. Accordingly, they continue to adopt the going concern basis in preparing the financial information.

Adoption of standards effective 2011: The accounting policies applied are consistent with those of the annual financial 
statements for the year ended 31 December 2010, as described in those financial statements. The following standard has 
been adopted:

IAS 34, ‘Interim financial reporting’. The standard provides guidance on disclosure requirements for interim financial reporting.

Standards, amendments and interpretations that are effective in 2011 but not relevant to the Group: Amendment to IAS 
32, ‘Financial instruments: Presentation – classification of rights issues’. The amendment allows rights, options and warrants 
to acquire a fixed number of shares to be classified as equity.

IFRIC 19, ‘Extinguishing financial liabilities with equity instruments’. The IFRIC clarifies the treatment of the settlement 
of a financial liability by the issue of equity.

Amendment to IFRS 1, ‘First-time adoption of IFRS – Limited exemption from comparative IFRS 7 disclosures for first 
time adopters’. The amendment provides relief to first time adopters of amendments to IFRS 7.

Amendment to IFRIC 14, ‘IAS 19 – The limit on a defined benefit asset, minimum funding requirements and their 
interaction’. The amendment clarifies the treatment of prepayments where there is a minimum funding requirement.

IFRS 1, ‘First-time adoption of IFRS’. The standard sets out the requirements for first time adoption of IFRS.

IFRS 3, ‘Business Combinations’. The standard sets out the treatment of certain accounting issues which arise on consolidation.
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IFRS 7, ‘Financial instruments’. The standard refers to the interaction between quantitative and qualitative disclosures in 
respect of the risks associated with financial instruments.

IAS 1, ‘Presentation of financial statements’. The standard clarifies that an analysis of comprehensive income should be 
presented for each component of equity.

IAS 27, ‘Consolidated and separate financial statements’. The standard clarifies the consequential amendments from IAS 27 
made to IAS 21, IAS 28 and IAS 31.

IFRIC 13, ‘Customer loyalty programmes’. The IFRIC clarifies the meaning of fair value when measuring award credits.

Standards, amendments and interpretations that are not yet effective and have not been early adopted by the Group: There are no 
standards or interpretations that have been issued and which are effective after 1 January 2011 which have been EU-endorsed.

Basis of consolidation: The consolidated financial statements include the results of the Company and subsidiaries controlled 
by the Company drawn up to 31 December 2011. The financial statements of the subsidiaries are prepared for the same 
reporting years as the Company. Subsidiaries are deconsolidated from the date that control ceases and that accounting 
policies of subsidiaries have been changed where necessary to ensure consistency with the policies adopted by the Group.

Subsidiaries are all entities over which the group has the power to govern the financial and operating policies generally 
accompanying a shareholding of more than one half of the voting rights. The existence and effect of potential voting 
rights that are currently exercisable or convertible are considered when assessing whether the group controls another entity. 
Subsidiaries are fully consolidated from the date on which control is transferred to the group.

The acquisition method of accounting is used to account for the acquisition of subsidiaries by the group. The cost of an 
acquisition is measured as the fair value of the assets given, equity instruments issued and liabilities incurred or assumed 
at the date of exchange, plus costs directly attributable to the acquisition. Identifiable assets acquired and liabilities and 
contingent liabilities assumed in a business combination are measured initially at their fair values at the acquisition date, 
irrespective of the extent of any minority interest. The excess of the cost of acquisition over the fair value of the group’s share 
of the identifiable net assets acquired is recorded as goodwill. If the cost of acquisition is less than the fair value of the net 
assets of the subsidiary acquired, the difference is recognised directly in the income statement.

Inter-company transactions, balances and unrealised gains on transactions between group companies are eliminated. 
Unrealised losses are also eliminated but considered an impairment indicator of the asset transferred. 

Foreign currency translation: Functional and presentational currency: items included in the financial statements of each of 
the group’s entities are measured using the currency of the primary economic environment in which the entity operates 
(the ‘functional currency’). The financial statements are presented in sterling, which is the Company’s functional and 
presentation currency.

Transactions and balances: foreign currency transactions are translated into the functional currency using the exchange rates 
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such 
transactions and from the translation at period end exchange rates of monetary assets and liabilities denominated in foreign 
currencies, are recognised in the Consolidated statement of comprehensive income.

Group companies: The results and financial position of Group entities that have a functional currency different from the 
Group’s presentation currency are translated into the presentation currency as follows:

•	 assets and liabilities are translated at the closing rate at the date of the balance sheet;

•	 income and expenses are translated at average exchange rates for the period.

All resulting exchange differences are recognised in the foreign currency translation reserve. On consolidation, exchange 
differences arising from the translation of the net investment in foreign entities are taken to shareholders’ equity.

Notes to the financial statements
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The principal overseas currency for the Group is the US dollar. The average rate for the year for the US dollar against sterling 
was 1.603 (2010: 1.546). The rate at 31 December 2011 for the US dollar against sterling was 1.5579 (2010: 1.5655).

Investment in subsidiaries: Investments in subsidiaries are stated at cost less any provision for impairment.

Property, plant and equipment: Property, plant and equipment is recorded at purchase cost less depreciation and, where 
appropriate, provision for impairment. Purchase cost includes the original purchase price of assets and the costs attributable 
to bringing the asset to its working condition for its intended use. Depreciation is calculated so as to write off, on a straight-
line basis, the cost of the assets, less their estimated residual values, over their estimated useful life. Property, plant and 
equipment principally comprise office equipment which has an estimated useful life of three years. Estimated useful lives of 
assets are reviewed and adjusted, at each balance sheet date, if appropriate.

Intangible assets: Direct programme costs are capitalised up to the date of the first release of the programme. Direct 
programme costs comprise pre-production, production and post-production costs and capitalised interest on borrowing 
attributable to the financing of programme production. A charge is made to write down the cost of completed programmes, 
from first broadcast, on a straight line basis over the estimated useful life of seven years. This charge is included in cost of 
sales in the Consolidated statement of comprehensive income. 

The carrying value of intangible assets is subject to an impairment review where there are indicators that impairment may 
exist. An impairment loss is calculated by reference to the expected future revenues of the underlying property, taking into 
account the cost of sales, from which the discounted value of future cash flows relating to the intangible asset is determined 
and compared to the carrying value. Any impairment charge is included in the Consolidated statement of comprehensive 
income as part of cost of sales.

Trade receivables: Trade receivables are recognised, initially, at fair value, and subsequently measured at amortised cost, 
using the effective interest method, less provision for impairment. A provision for impairment of trade receivables is 
established when there is objective evidence that the group will not be able to collect all amounts due according to the 
original terms of the receivables. 

Cash and cash equivalents: Cash and cash equivalents comprise cash balances held in current (checking) or deposit accounts 
with maturities of three months or less with recognised UK and US banks and bank overdrafts (included in borrowings).

Current income tax and deferred income tax: Current tax is recognised on profits at the weighted average rate of corporation 
tax applicable to small companies of 20.25% (2010: 21%).

Deferred income tax is recognised, using the liability method, on temporary differences arising between the tax bases of 
assets and liabilities and their carrying amounts in the consolidated financial statements. However, the deferred income 
tax is not accounted for if it arises from initial recognition of an asset or liability in a transaction other than a business 
combination that at the same time of the transaction affects neither accounting nor taxable profit or loss. Deferred income 
tax is determined using tax rates (and laws) that have been enacted or substantively enacted by the balance sheet date and 
are expected to apply when the related deferred income tax asset is realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised to the extent that it is probable that future taxable profit will be available against 
which the temporary differences can be utilised.

Deferred income tax is provided on temporary differences arising on investments in subsidiaries and associates, except where 
the timing of the reversal of the temporary difference is controlled by the group and it is probable that the temporary 
difference will not reverse in the foreseeable future.
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Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets against 
current tax liabilities and when the deferred income tax assets and liabilities relate to income taxes levied by the same 
taxation authority on either the taxable entity or different taxable entities where there is an intention to settle the balances 
on a net basis.

Trade payables: Trade payables are recognised initially at fair value and subsequently measured at amortised cost using the 
effective interest method.

Borrowings: Borrowings are initially recognised at fair value, net of transaction costs incurred. Borrowings are subsequently 
stated at amortised cost and the difference between the proceeds (net of transaction costs) and the redemption value is 
recognised in the Consolidated statement of comprehensive income over the period of the borrowing using the effective 
interest method.

Operating leases: Payments relating to operating leases are recognised in the Consolidated statement of comprehensive 
income on a straight-line basis over the lease term. Initial rent deposits are shown as a receivable in the balance sheet.

Provisions: Provisions are recognised when the group has a present legal or constructive obligation as a result of past events, 
it is probable that an outflow of resources will be required to settle the obligation and the amount has been reliably 
estimated. Provisions are not estimated for future operating losses.

Share-based payments: All share based payment arrangements are recognised in the financial statements. The fair values of 
Directors’ and employees services which are rewarded using share based payment arrangements are determined by reference 
to the fair value of the instrument granted to the Director or employee. This fair value is estimated at the date of the grant 
of the instrument. 

Equity-settled share-based payments are recognised as an expense in the Consolidated statement of comprehensive income, 
with a corresponding credit to the share-based payments reserve.

Cash-settled share-based payments are recognised as an expense in the Consolidated statement of comprehensive income, 
with a corresponding credit to the shared-based payments liability account, included in trade payables. The liability is 
revalued at each balance sheet date.

Where the Director or employee has the choice as to whether to settle in equity or cash, the arrangement is accounted for as 
a cash-settled share-based payment and recognised accordingly.

Share capital: Called up share capital is determined using the nominal value of shares that have been issued. Called up share 
capital consists of ordinary shares with a nominal value of 1 pence each and deferred shares with a nominal value of 99 pence 
each. The deferred shares have no right to vote. The rights of the deferred shares to receive dividends or participate in the 
distribution of capital upon the winding up of the company are so limited as to render the deferred shares of negligible value.

The share premium account includes any premium received above the nominal value of shares on the initial issuing of a 
share. Any transaction costs associated with the issuing of shares are deducted from the share premium account.

Pension costs: The group’s contribution to employees’ defined-contribution pension schemes are charged to the 
Consolidated statement of comprehensive income on the basis of the contributions payable during the year. 

Differences between contributions payable and contributions actually paid are shown as either accruals or prepayments at 
the year end.

Segmental reporting: The group’s operating segments are reported in a manner consistent with the internal reporting provided 
to the Board of Directors which has been identified, as a body, as the chief operating decision maker (“CODM”). As set out in 
Note 2, the group has only one operating segment, the development and exploitation of its rights in Chuggington. 

Notes to the financial statements
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Revenue recognition: Revenue comprises the fair value of the consideration received or receivable for the sale of goods and 
services in the ordinary course of the group’s activities. Revenue is shown net of value added tax and after eliminating sales 
within the group. The group derives its revenue from the exploitation of rights in its programming, principally contracts in 
respect of TV and consumer product rights. Amounts invoiced in respect of contracts are initially taken to deferred income 
and released in line with the recognition policies below:

Revenue from the sale of broadcast rights is recognised in full on the commencement of the broadcast licence period in the 
relevant territory. 

Advances from the sale of consumer product licences are recognised as revenue on a straight-line basis over the length of the 
licence period. If the licensee earns revenue in excess of the advance paid, the licensee must pay royalties to the group which 
are recognised by the group as they arise. Any advances which have not yet been recognised at this point are recognised as 
revenue immediately.

2. Segmental reporting
The group currently has one operating segment, the development and exploitation of its rights in Chuggington. 
Management information used by the CODM is in a format similar to the Consolidated statement of comprehensive 
income and Balance sheets. The CODM is considered to be the Board of Directors.

In order to comply with the requirements of IFRS 8, further information about revenue derived from the group’s product 
lines is set out below.

Revenue by product line

For the year ended 
31 December 2011 

£000

For the year ended 
31 December 2010 

£000

Broadcasting rights 999 1,227
Consumer products 6,271 2,538

Other  65  127

7,335 3,892

Geographical analysis of revenue by location 

For the year ended 
31 December 2011 

£000

For the year ended 
31 December 2010 

£000

UK 1,118 955
Europe, Middle East & Africa 2,887 1,302

Asia 370 320

Australasia 551 474

Americas 2,409  841

7,335 3,892

Revenue of £3.435m (2010: £451,000) representing 47% of total revenue (2010: 11.6%), is derived from a single external 
customer. These revenues are attributable to income from broadcasting rights and consumer products.

All material assets are located in the UK.



28

21553-04 23/05/12 Proof 3

3. Profit/(loss) for the year
The following items have been included in arriving at the profit/(loss) for the year:

For the year ended 
31 December 2011 

£000

For the year ended 
31 December 2010 

£000

Staff costs (see Note 5) 1,872 2,071
Depreciation of property, plant and equipment (see Note 9) 37 37
Amortisation of intangible assets (see Note 10) 545 244
Foreign exchange losses 15 43

Operating lease rentals 125 75

4. Independent Auditors’ remuneration

For the year ended 
31 December 2011 

£000

For the year ended 
31 December 2010 

£000

Audit services
Fees payable to the Company’s auditor for the audit of parent 
Company and consolidated accounts 40 37
Fees payable to the Company’s auditor for the audit of the 
subsidiary companies 33 30
Non-audit services

Tax services  37  56

110 123

5. Employees and Directors

For the year ended 
31 December 2011 

£000

For the year ended 
31 December 2010 

£000

Staff costs for the Group during the year

Wages and salaries 1,467 1,429
Social security costs 132 107

Other pension costs  103  96

1,702 1,632

Costs attributable to Share Schemes  170  439

Total staff costs 1,872  2,071

Average number of people employed (including executive Directors)

Management and administration 7 7
Sales 8 8

Creative and IT  8  4

23 19

 

Notes to the financial statements
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For the year ended 
31 December 2011 

£000

For the year ended 
31 December 2010 

£000

Aggregate Directors’ emoluments 563 581
Emoluments of highest paid Director 205 214

Pension contributions of highest paid director (included in 
emoluments above) 27 26

Number of shares held by the Employee Benefit Trust for the 
benefit of the highest paid Director 286,416 286,416

The Board of Directors are considered to be key management.

6. Taxation

For the year ended 
31 December 2011 

£000

For the year ended 
31 December 2010 

£000

Current tax

UK taxation – –
Overseas taxation – withholding taxes 82  64

Overseas taxation – US income taxes  62  18

Total overseas taxation 144  82

Total current tax expense 144  82

Deferred taxation – –

Total income tax expense  144  82

The tax assessed for the year differs from the UK Small Company’s tax rate in the UK. The difference is explained below:

For the year ended 
31 December 2011 

£000

For the year ended 
31 December 2010 

£000

Profit/(loss) before taxation 223 (1,433)

Profit/(loss) before taxation multiplied by the weighted-average 
rate of UK corporation tax applicable to small companies of 
20.25% (2010: 21%) 45 (301)

Effects of:
Overseas taxation 144 82
Expenses not deductible for tax purposes 2 3
Losses brought forward (47) –

Losses available to carry forward and other timing differences –  298

Total income tax expense 144  82

The unrecognised deferred tax asset at 31 December 2011 is estimated to be £9.52m (gross) and £1.90m (net). 
At 31 December 2010 the unrecognised deferred tax asset was £9.61m (gross) and £1.92m (net). The deferred tax asset 
is in respect of trading losses incurred and other timing differences.
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7. Profit/(loss) per share
Basic earnings per share (“EPS”) is calculated by dividing the earnings attributable to ordinary shareholders by the weighted 
average number of ordinary shares in issue during the year. Diluted EPS is calculated by adjusting the weighted average 
number of shares in issue to assume conversion of all dilutive potential ordinary shares. Because in 2010 basic EPS resulted 
in a loss per share, the diluted EPS is calculated using the undilutive weighted average number of shares in that year.

Basic and diluted EPS

Profit/(loss) 
attributable 
to ordinary 

shareholders 
£000

Weighted 
average 

number of 
shares 

(basic)

Weighted 
average 

number of 
shares 

(diluted)

Per-share 
amount
(pence) 
(basic)

Per-share 
amount 
(pence) 

(diluted)

2011

Profit per share 79 9,838,751 9,962,751 0.80p 0.79p

2010

Loss per share (1,515) 9,076,147 – (16.7)p –

8. Investments

Company
2011 
£000

2010 
£000

At 1 January 1,713 1,562

Additions 814 151

At 31 December 2,527 1,713

The investments relate to movements in funding provided to subsidiaries on long-term loans treated as part of the net 
investment in that subsidiary.

Investments in group companies are recorded at cost, which is considered to be the fair value of the consideration period.

The following subsidiaries are directly owned by Ludorum plc:

Subsidiary
Date of 

incorporation
Country of 

incorporation Type of shares Holding Activity

Ludorum Inc 12 April 2006 USA Ordinary 100% Service company

Ludorum Enterprises Limited 17 May 2006 England & Wales Ordinary 100% Rights exploitation

Notes to the financial statements
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9. Property, plant and equipment

Group 
Office 

equipment 
£000

Company 
Office 

equipment 
£000

Cost

At 1 January 2010 111 82

Additions  23  4

At 31 December 2010 134 86

Additions 21 21

At 31 December 2011 155 107

Accumulated depreciation

At 1 January 2010 45 35

Charge for the year 37 29

At 31 December 2010 82 64

Charge for the year 37 28

At 31 December 2011 119 92

Net book value

At 1 January 2010 66 47
At 31 December 2010 52 22

At 31 December 2011 36 15

 The Group considers at each reporting date whether there is any indication of impairment of its assets. In the event that 
impairment is identified, the carrying amount of the assets is written down immediately to its estimated recoverable 
amount.
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10. Intangible assets

Group
Capitalised costs 

£000

Cost

At 1 January 2010 2,273
Additions  1,483
At 31 December 2010 3,756

Additions 1,012

At 31 December 2011 4,768

Accumulated amortisation

At 1 January 2010 275
Charge for the year 244
At 31 December 2010 519

Charge for the year 545

At 31 December 2011 1,064

Net book value

At 1 January 2010 1,998
At 31 December 2010 3,237

At 31 December 2011 3,704

Company
Capitalised costs 

£000

Cost

At 1 January 2010 2,273

Additions  1,256

Transferred to subsidiary company (3,529)
At 31 December 2010 –

Additions –

At 31 December 2011 –

Accumulated amortisation

At 1 January 2010 275
Charge for the year 159
Transferred to subsidiary company (434)
At 31 December 2010 –

Charge for the year –

At 31 December 2011 –

Net book value

At 1 January 2010 1,998
At 31 December 2010 –

At 31 December 2011 –

On 20 September 2010, the Company transferred the net book value of its intangible assets and other balances associated 
with “Chuggington” to Ludorum Enterprises Limited, a wholly owned UK group subsidiary, for a consideration of 
£4,146,000. Included in the net book value of intangible assets above is £126,000 (2010: £72,000) of capitalised borrowing 
costs. The remaining amortisation period for capitalised costs is, on average, 5.5 years (2010: 5.83 years).

Notes to the financial statements
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11. Trade and other receivables
 

Group Company

2011
£000

2010
£000

2011
£000

2010
£000

Amounts falling due within one year

Trade receivables 1,109 716 – –

Less bad debt provision –  (28) – –

1,109 688 – –
Prepayments and accrued income 1,318 1,383 39 79

Other receivables 71  128  10 101

At 31 December 2,498 2,199 49 180

The carrying value of trade and other receivables is considered to be equal to the fair value, owing to the short term nature 
of these items.

12. Cash and cash equivalents
Group Company

2011
£000

2010
£000

2011
£000

2010
£000

Cash at bank and in hand 501 692 19 55

Short-term bank deposits –  8 – –

At 31 December  501  700  19  55

Short -term bank deposits are invested with banks and earn interest at prevailing short-term deposit rates. The fair value of 
cash and cash deposits is the same as the carrying value.

Cash and cash equivalents and bank overdrafts include the following for the purposes of the cash flow statement:

Group Company

2011
£000

2010
£000

2011
£000

2010
£000

Cash and cash equivalents 501 700 19 55

Bank overdraft included in borrowings (999) (443) (999) (443)

At 31 December (498)  257 (980) (388)



34

21553-04 23/05/12 Proof 3

13. Trade and other liabilities
 

Group Company

2011
£000

2010
£000

2011
£000

2010
£000

Trade payables 908 1,544 102 144
Overseas tax payable 23 16 – –
Social security and other taxes 110 96 2 –
Deferred income 1,800 2,294 – –
Accruals 1,190 444 133 78
Share ownership liability – 1,937 – 1,937

Other liabilities  455  342  332  203

At 31 December 4,486 6,673  569 2,362

The carrying value of trade and other liabilities is considered to be equal to the fair value.

14. Borrowings
The following borrowings are included in current and non-current liabilities:

 
Group Company

2011
£000

2010
£000

2011
£000

2010
£000

Bank overdraft 999 443 999 443

Loans 1,500 1,500 1,500 1,500

2,499 1,943 2,499 1,943
Undrawn borrowing facilities

Bank overdraft 56 57 56 57

The Group has an overdraft facility of £750,000 and undrawn facilities of £56,000 at 31 December 2011. Ludorum has the 
legal right to set off balances within the Group. The overdraft balance in Ludorum plc amounting to £999,000 is netted off 
against cash balances of £305,000 in Ludorum Enterprises Limited at the year end. The net position is £694,000. 

The table below analyses the Group’s borrowings into maturity groupings based on the remaining period at the balance 
sheet date to the contracted maturity date.

Group Group

2011 
£000

2010 
£000

Less than one year 999 443
Between one and two years –
Between two and five years 1,500 1,500

Over five years – –

2,499 1,943

The bank overdraft and loan facilities are secured by a fixed and floating charge on the assets of the Company. 

Notes to the financial statements
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In March 2010 the Company obtained overdraft facilities of £500,000 from Coutts & Co. These overdraft facilities were 
increased to £750,000 in March 2011. The overdraft is secured by a first charge over the Company’s assets (including 
the Company’s intellectual property). In March 2010 the Company also issued £1.5m of loan notes to Pennine AIM 
VCT PLC. The loan notes are redeemable within five years. If the Company redeems the loan notes within two years the 
redemption will be £1.25 per £1 of loan notes (less interest paid prior to redemption). If the loan notes are redeemed after 
two years the loan notes are redeemable at par. The interest payable on the loan notes is the greater of 9% or 3% above 
LIBOR for the first three years. After three years, the interest rate is 15%. The loan notes are secured by a second charge 
over the Company’s assets (and a charge over the assets of Ludorum Enterprises Limited, a wholly owned subsidiary of the 
Company).

In March 2010 the Company also repaid the outstanding balance on its fixed interest loan from Clydesdale Bank. At that 
time the Group also changed its bankers from Clydesdale Bank to Coutts & Co.

15. Called up share capital

Group and Company
2011

Number
2010

Number
2011
£000

2010
£000

Issued and fully-paid
Ordinary shares of 1 pence each 9,850,001 9,835,001 98 98

Deferred shares of 99 pence each  50,001  50,001  50  50

Total shares issued – Company 9,900,002 9,885,002 148 148

Less shares held in EBT (936,000) (936,000) (10) (10)

At 31 December 8,964,002 8,949,002 138 138

The shares held in the EBT are treated in the same way as treasury shares on consolidation and deducted from the issued 
share capital. In the Parent Company these shares are shown as issued share capital.

The increase in the number of ordinary shares during the year is explained as follows:
Number of shares

At 1 January 9,835,001

Issued on exercise of share options  15,000

At 31 December 9,850,001

 Share-based payment arrangements

The Group has two share-based payment arrangements in place.

Share ownership arrangement

In July 2009 the Company established a Share Ownership Arrangement (“SOA”) whereby the Company issued 936,000 
ordinary shares to an Employee Benefit Trust (“EBT”). The shares are jointly owned by the EBT and the participants in the 
SOA. The participants are the Company’s executive directors and one other senior Group employee. No further shares have 
since been issued to the EBT.

Two thirds of a participant’s shares subject to the trust deed vested from 1 May 2010 and the further one third vested from 
1 May 2011. From the date of vesting a participant can exercise a put option to require the EBT to acquire all or a 
proportion of his entitlement. On exercising the put option the participant will receive the value of the increase in the share 
price since the SOA was established plus the lower of the value of the shares when the SOA was established and the value of 
the shares when the put option is exercised. No participant has yet exercised a put option.



36

21553-04 23/05/12 Proof 3

The SOA agreement has been amended in order to only allow for options to be settled through shares. The amendment is 
retrospectively effective. The participants have no longer the option to settle their shares by cash. Consent to the amendment 
has been given by all participants. As a result of the amendment to the SOA and being the scheme a settle share-based 
arrangement, the liability has been reclassified to Shareholders’ funds in the Share based payments reserve (note 17).

The SOA gives participants the right to take their benefit in equity only. Accordingly the SOA has been accounted for as an 
equity-settled share-based arrangement so that the fair value of the share based payments are recognised as an expense in the 
Consolidated statement of comprehensive income, with a corresponding credit to the shared-based payments reserve. 

The fair value of the awards under the SOA has been estimated, at the award date, at £2.12 per share by using a Monte 
Carlo simulation. This fair value represents the weighted average of two Monte Carlo simulations for the fair value of the 
participants’ interests that vest in May 2010 and May 2011. The main assumptions made in these two simulations are set 
out below.

Vesting May 2010 Vesting May 2011

Weighted average share price £2.10 £2.10
Expected volatility 20.84% 8.29%
Option life 10 months 22 months
Expected dividends nil nil

Risk free interest rate 0.72% 0.82%

 There is no pre-determined exercise price in respect of the participants’ interest. It is assumed that participants will exercise 
their interest in full as soon as they vest. Expected volatilities are based on average Company share price volatility for periods 
equal to the assumed option life.

Share option scheme

In February 2009 the Company implemented a share option scheme for the benefit of Group employees, other than 
directors. The options can be exercised after three years, although directors have the discretion to allow employees who cease 
employment with the Group within three years to exercise some or all of their share options. Share options lapse, if not 
exercised, after ten years. 

Movements in the number of share options outstanding and their related weighted average exercise price are as follows:

2011 2010

Average 
Exercise price 

(£)
 Number of 

options

Average 
Exercise price 

(£)
 Number of 

options

At 1 January 2.17 147,000 1.59 126,500
Granted 3.68 5,000 3.56 41,500
Forfeited 2.49 (13,000) 1.57 (16,000)

Exercised 1.02 (15,000) 1.02 (5,000)

At 31 December 2.34 124,000 2.17 147,000

No outstanding share options at the year-end are exercisable. Share options outstanding at the year end have the following 
expiry dates.

 

Notes to the financial statements
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Exercise 
Price (£)

2011 
Number

2010 
Number

3 February 2019 1.02 42,000 59,000
18 November 2019 2.40 38,500 46,500
27 July 2020 3.13 10,000 10,000
20 December 2020 3.70  28,500 31,500

4 February 2021 3.68  5,000 –

124,000 147,000

 The weighted average fair value of options granted during the year determined using the Black–Scholes valuation model was 
£3.68 per option (2010: £3.56 per option). The key assumptions for the valuation of share options are set out below.

2011 2010

Exercise price £3.68 £3.56
Expected volatility (standard deviation) 98.66 51.62
Option life 3 years 3 years
Expected dividends nil nil

Risk free interest rate 6.0% 6%

Expected volatility is based on the standard deviation of the daily share price from 1 April 2006 (the date that the Company 
was admitted to AIM) to the date of the grant of the options.

The share option scheme gives beneficiaries the right to take their benefit in equity only. Accordingly the share option 
scheme has been accounted for as an equity-settled share-based arrangement so that the fair value of the share based 
payments are recognised as an expense in the Consolidated statement of comprehensive income, with a corresponding credit 
to the shared-based payments reserve.

16. Share premium account

Group and Company
2011 
£000

2010 
£000

At 1 January 9,281 7,885
Premium on shares issued during the year 15 1,410

Transaction costs relating to the issue of shares –  (14)

At 31 December 9,296 9,281

17. Share based payments reserve

Group and Company
2011
£000

2010
£000

At 1 January 105 30
Reclassification of SOA 1,937 –

Charge relating to the share based payments 170 75

At 31 December 2,212  105
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18. Foreign currency translation

Group
2011
£000

2010
£000

At 1 January 5 5

Translation differences arising (19) –

At 31 December (14)  5

19. Accumulated losses
Group Company

2011
£000

2010
£000

2011
£000

2010
£000

At 1 January (11,957) (10,442) (11,869) (9,408)

Profit/(loss) for the year  79 (1,515)  (245) (2,461)

At 31 December (11,878) (11,957) (12,114) (11,869)

20. Cash flows from operating activities
Group Company

2011
£000

2010
£000

2011
£000

2010
£000

Profit/(loss) for the year 79 (1,515) (245) (2,461)
Adjustments for:
Interest paid 95 74 95 74
Tax paid 137 75 – –
Depreciation of property, plant and equipment 37 37 28 29
Amortisation of intangible assets 545 244 – –
Charge relating to share based payments 170 439 170 354
Change in working capital
(Increase)/decrease in trade and other receivables (247) (16) 131 1,225

Increase/(decrease) in trade and other payables  140 217 144 (3,305)

Cash generated from/(used in) operations  956  (445) 323 (4,084)

Notes to the financial statements



39

21553-04 23/05/12 Proof 3

Annual Report and Accounts 2011

21. Reconciliation of net cash flow to movement in net debt
The following borrowings are included in current and non-current liabilities:

Group Company

2011
£000

2010
£000

2011
£000

2010
£000

Net debt at beginning of year (1,243) (1,014) (1,888) (1,035)

(Decrease)/increase in cash and cash equivalents (199) 531 (36) (93)
Increase in bank overdraft (556) (387) (556) (387)
Repayment of bank loan – 1,127 – 1,127
Issue of loan notes – (1,500) – (1,500)

Increase in net debt  (755)  (229)  (592) (853)

Net debt at end of year (1,998) (1,243) (2,480) (1,888)

22. Operating lease commitments

Group
2011
£000

2010
£000

Commitments under non-cancellable operating leases expiring
Within one year 146 82

Between two and five years  91 161

237 243

Company
2011
£000

2010
£000

Commitments under non-cancellable operating leases expiring
Within one year 55 62

Between two and five years  83 138

138 200

23. Related parties
Included in trade and other liabilities at the end of the year is £176,150 in respect of unpaid remuneration owed to 
Directors of the Company and the employer’s National Insurance payable on this remuneration (2010: £82,392) and 
£143,714 in respect of accrued pension costs owed to the Directors (2010: £108,970).

Richard Rothkopf owed the group £8,000 at the end of 2010 for expenses paid on his behalf. This amount was reimbursed 
during the year and no amount was outstanding at the end of 2011.
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24. Commitments
In 2007 the Company entered into an agreement with Tomy (then RC2) under the terms of which the toy manufacturer 
agreed to fund 50% of the production cost of the Company’s animated series “Chuggington” in return for which it has a 
global master toy licence and the right to participate in the net profit of the property. The agreed budget for the production 
of the first series of 52 episodes was $6.3 million (£3.9 million). Production of the first 52 episodes was completed in early 
2009. The Company and the toy manufacturer subsequently agreed to jointly fund, on the same terms as the first series, 
the production of a second series of 26 episodes. The budget for the second series was $3.5 million (£2.2 million). All the 
episodes in the second series were completed by the end of 2010. In 2011 the Company and Tomy agreed to jointly fund 
the production of a third series comprising 14 episodes of 10 minutes each and 7 interstitials of 4 minutes each. The budget 
is £1.98m. All the episodes in the third series were completed by the end of 2011 and there are no remaining commitments 
as at 31 December 2011.

In 2011, the Company entered into an agreement with Motion Magic under the terms of which Motion Magic was to 
provide animation and editing services for the production of a third series of 14 episodes of Chuggington. The Company is 
committed to pay RMB 7.2 million (£733,000). At 31 December 2011, £274,000 remained to be paid to Motion Magic.

25. Financial instruments
Financial instruments by category: Trade and other receivables (excluding prepayments) as shown in note 11 and cash and 
cash equivalents as shown in note 12 are categorised as loans and other receivables under IFRS 7. Borrowings as shown in 
note 14 and trade and other payables (excluding statutory liabilities) as shown in note 13 are categorised as other liabilities 
at amortised cost. The fair value of all financial instruments is deemed to be the same as historic cost.

Liquidity risk: The Group manages liquidity risk by financing its activities through its cash resources. In 2010 the Group 
issued £1.5m of loan notes and placed 470,000 ordinary shares at a price of £3 per share. The Group also has a £750,000 
overdraft facility which was substantially utilised at the end of the year.

Interest rate risk: The Group has an exposure to interest rate risk arising from its loan notes and overdraft facility which are 
all denominated in sterling. The interest payable on the loan notes is the greater of 9% or 3% above LIBOR for the first 
three years. After three years the interest rate is 15%. At current market interest rates, the interest rate on loan notes is 
effectively fixed at 9% for the next two years. Management would seek financial instrument cover if necessary.

Foreign currency risk: The Group incurs some of its capitalised programme costs and other operating expenses in US dollars. 
The Group’s obligations to Motion Magic are denominated in renminbi but are settled in US dollars at the exchange rate at the 
date of the invoice. The Group also invoices for some its broadcast and licence fees in US dollars and Euros.

Notes to the financial statements
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US dollar and Euro denominated financial instruments at each year end are as follows:

Group Company

2011
£000

2010
£000

2011
£000

2010
£000

Euro payables 265 160 6 84

US dollar payables  862  988 – –

1,127 1,148  6  84

Euro receivables 808 546 – 21
Euro bank balances 30 94 15 37
US dollar receivables 875 291 – –

US dollar bank balances  252  499  10  13

1,965 1,430  25 71

A 10% increase or decrease in the value of the US dollar and the Euro against sterling at the end of the year would have a 
negligible effect on the Group’s reported loss for the year. A 10% variation is considered reasonable and within the recent 
actual fluctuations of sterling against the US dollar and the Euro.

Credit risk: Credit risk arises on trade receivables and short term bank deposits. Credit is only extended following an 
assessment of the financial viability of the counterparty.

During 2010 the Group provided £28,000 for bad debts against trade receivables. This amount was written off against trade 
receivables during the year. There are no trade receivables which are past due at the balance sheet date. 

Price risk: Price risk principally arises in respect of programme production costs. A substantial proportion of programme 
production costs are subject to fixed price contracts.

Capital risk: The Group manages its capital (defined as shareholders’ funds) to ensure that the Group can continue as a 
going concern, to provide returns to shareholders, to benefit other stakeholders and to maintain an optimum capital 
structure. The Company raised £1.4m by means of a placing of its ordinary shares in July 2010.
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26. Company loss for the year
As permitted by Section 408 of the Companies Act 2006, the Company’s Statement of Comprehensive Income has not 
been included in these financial statements. The Company’s loss for the year amounted to £245,000 (2010: £2,461,000).

27. Post balance sheet events
In March 2012 the Company redeemed, at par, £1.5m of loan notes, being all of the loan notes in issue. At the same time 
the Company issued £2.75m of loan notes. £1.5m of the loan notes are held by client funds of Downing LLP. £1.25m of 
the loan notes are held by D C Thomson & Co Limited. The loan notes are repayable in March 2017. If the Company 
redeems the loan notes within the next two years the redemption will be £1.25 per £1 of loan notes. If the loan notes are 
redeemed after two years the loan notes are redeemable at par. The coupon on all loan notes is the higher of 7.5% or 3% 
above LIBOR for the next three years. After three years the coupon is 12.5%. The loan notes are secured by a second charge 
over the Company’s assets (and a charge over the assets of Ludorum Enterprises Limited, a wholly owned subsidiary of the 
Company).

Notes to the financial statements
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