Annual Report and Accounts



DCD Media plc is one of Europe’s pre-eminent independent producers —
distributors of arts, entertainment, music and drama TV programming.

Following a period of expansion and acquisition the group now contains
5 main operating companies.
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One of the world's foremost independent producers

of staged events from rock and pop concerts, including
Robbie Williams, Madonna, Coldplay and Rolling Stones,
to major awards and stadium shows including the
|atest Laureus World Sports Awards and Victoria’s Secret
Fashion Show in the US.

5 cutting edge independent production
cts (this year included ‘Sweeney Todd',
ing BBC One Christmas drama

ocllice ghiimpact ‘event drama’ for film and
2 [eVis B0O) continues to build on its reputation
e Willows'.

The leading independent production business specialising
in arts, music and entertainment programmes. Its recent
subjects have ranged from Maria Callas to Abba, Joan
Sutherland to The Beatles. Over the last eighteen years,
lambic has successfully produced a long string of major
documentaries and concerts.

The merging of Digital Classics Distribution with NBDtv,
a leading distributor of rock and pop music programming,
has created one of the most diverse programming
catalogues in the world enabling NBDtv to offer a
complete arts and entertainment turnkey programming
solution to television, DVD and new media.

All Scissor Sisters images ©Cake / Motorola. Photographer Tom Oldham.
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Financial and Operational Highlights
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Financial Highlights

Turnover increased to £13.3m (2005: £3.1m)

Gross profit increased to £3.1m (2005: £1.6m)

EBITDA increased to £2.3m (2005: £34,000)

(before amortisation of goodwill and related intangible fixed assets)

Operational Highlights

Acquisition of 3 companies leading to:

Successful merger of distribution libraries with cost benefits

New production divisions performing in line with expectations

Since acquisition Done and Dusted has filmed such acts as Coldplay, Robbie Williams
and the Rolling Stones and has made good inroads into US markets

DVD label released 15 titles into the UK in its first year, 10 of these being released into the US

Oct 05

Launch of
DVD label
Digital Classics DVD

Dec 05 Feb 06 Mar 06 Jul 06
Acquisition of NBD Acquisition of Change of name to Merging of
Television and Box TV Done and Dusted DCD Media plc distribution divisions
Group into one single unit
NBDtv
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Chairman'’s

Chairman

| am pleased to present the annual results
for the group for the year ended
30 June 2006.

In this period, Digital Classics plc has been
transformed from an arts and entertainment-
based production and distribution company to
DCD Media plc, through the acquisition
of two further independent producers and
another distributor.

NBD Television, with its catalogue led by rock
and pop music programmes, and Box TV,
which produces major ‘event dramas’ such as
‘Sweeney Todd’ (starring Ray Winstone) on
BBC One, were acquired in December 2005.

Done and Dusted, one of the world’s foremost
companies specialising in filming rock
concerts and major staged events, joined in
February 2006. The enlarged group rose
from a market capitalisation of £6.3m on
30 November 2005 to £33.1m on 30 June
2006. The results below contain the full year
performance of the original Digital Classics
group plus part-year performances of the
newly-acquired companies.

Financial Review

The group’s turnover during the period was
£13.3m, an increase of £10.16m on 2005
(£3.134m).

Gross profit was £3.08m, an increase of
£1.45m on 2005 (£1.629m).

EBITDA was £2.3m, an increase of £2.2m on
2005 (£34,000). There was a pre-tax loss for
the year after interest, goodwill and rights
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Christopher Hunt Chief Executive

David Elstein Chairman

amortisation of £1.17m, (2005: £564,000).
This reflects additional one-off costs during
the year (including group reorganisation
£437,000, set up costs of DVD and
Education divisions £131,000). Goodwill
written off in relation to acquisitions rose
by £509,000.

Net assets stood at £21.4m, up from
£6,877,000 in 2005. Net current assets
were £1,482,000, an increase of £749,000
over 2005 (£733,000).

The reported profits reflect not only
significantly increased activity but the fact
that the enlarged company now includes
productions that will regularly generate
revenue, which will help towards smoothing
out the inevitable fluctuations of production
activity.

It is not easy to compare the performance
of the group from last year to this year, given
the transformative acquisitions. We consider
the best guide to our performance lies in
the number and value of programmes sold.
These relate directly to turnover. Our
expectations were £9.8m, while in the
event the total was £13.3m.

Deal structure of acquisitions

Each of the companies acquired during the
period was bought on a multiple of earnings
before interest, tax, depreciation and
amortisation of ten times or less, based on
current and historic performance, with an
average forward multiple of approximately

seven. In all cases the vendors were the
company’s management, who all agreed to
accept new service agreements lasting at least
three years, and who all received half their
consideration in cash and half in DCD Media
shares which were locked in for two years
(plus a third year through an orderly market
agreement with the group’s brokers). It is
therefore self-evident that each of them
bought into DCD Media and is incentivised to
help it grow and prosper.

The cash elements of the acquisitions were
funded by an equity placing of c.£5.5m (net of
expenses) plus a loan of £8m convertible to
equity at a premium of 20% over the placing
price. The equity raise was effected at a share
price of 0.65p, compared with 1.1p as of
30 June this year.

Review of divisions

Production
Box TV

The largest single contributor to group
turnover being higher than anticipated
was Box TV.

The drama producer was expected to
conclude ‘Sweeney Todd’ and commence
the BBC One Christmas drama ‘Wind In
The Willows’ (starring Matt Lucas and Bob
Hoskins) during the period, which it duly did;
but it was also commissioned by ITV1 to
make the mini-series ‘Bon Voyage', which
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was transmitted in October. In each case there
were sales in both UK and foreign markets,
and there is reason to anticipate further profits
from them.

Box TV has an encouraging number of projects
in development and detailed negotiation. To
help cope with an expected rise in production
activity, it has recently engaged Adrian Bate,
who was previously Head of Drama at Zenith
Entertainment.

Done and Dusted

Done and Dusted joined the group at the end
of February 2006. Since then, the company
has shot a number of the world’s most famous
rock and pop acts, from Coldplay, the Scissor
Sisters and the Rolling Stones to Kelly Clarkson
and Robbie Williams. It has also filmed other
events such as the Laureus World Sports
Awards and T4 On The Beach, the Channel 4
event which it stages as well as films; these
are two out of a roster of annual events that
it covers.

Done and Dusted has also gained new AlmOSt 7 m|"|0n Vlewers tuned
commissions directly for television, and further |n tO WatCh Ray Wlnstonels Stal‘

built its business in the U.S. These are two

important areas for the company’s growth. turn as the demon barber Of
lambic Productions Limited Fleet Street as BBC1 premiered

The group’s original production unit has
maintained a high margin but slippage caused sweeney TOdd
on 3 January 2006.

by ITV's change of commissioning structure
and personnel has delayed two major projects
which now fall substantially into 2007.



Chairman'’s

324,

increase in turnover

Since acquisition Done and Dusted has
further built its business in the U.S.
and shot such acts as Coldplay, Robbie
Williams, the Rolling Stones, Kelly
Clarkson and Scissor Sisters (pictured).

DigitalClassicsDVD

lambic completed its biography of Joan
Sutherland and during the year produced a
documentary and concert film entitled ‘The
People’s Chorus’; other commissions included
a new Abba programme, and a major
documentary for BBC One. Its new
entertainment division, IP Entertainment, won
its first green light for a major ITV
documentary.

There was significant sales revenue in respect
of its previously completed Michael Jackson
documentary, with more expected in 2007.

Distribution

NBD Television (NBD)

The television distributor NBD was acquired in
December 2005. Founded over twenty years
ago, its prime focus is on rock and pop music
programming, though it sells dramas, feature
films, documentaries and other genres as well.
Since it became part of the DCD Media group
it has performed in line with expectations,
with programmes featuring Paul McCartney,
Eminem, Oasis, Simply Red, and major
concerts from The Concert for Bangladesh to
the new Secret Policeman’s Ball. At the same
time, NBD has absorbed Digital Classics
Distribution, allowing important cost savings
to be achieved.

NBD has also begun to distribute programmes
produced by the group’s production divisions,
such as Done and Dusted’s T4 On The Beach,



Box TV's Wind In The Willows and lambic’s
Abba programmes. This is an example of the
added value the new shape of the group
creates.

The outlook for NBD includes increasing sales
to new media, which have been growing
during the year under review.

Digital Classics Distribution Limited
(DCDL)

Television sales in the group’s mainly classical
distributor were steady, though in traditional
‘linear’ channels the market has become
somewhat more difficult. However, its
catalogue is well-suited for exploitation in
on-demand and broadband delivery systems,
which are in various stages of development
around the world.

As noted above, this division has now merged
into NBD, a process achieved without any
hiatus in sales.

Digital Classics DVD (DC DVD)

A year ago the group decided that the most
financially advantageous way to exploit the
DVD rights in its catalogue was to create its
own DVD label.

DC DVD duly launched in October 2005 with
Tony Palmer’s ‘Margot’. 15 titles had been
released in the UK by June 2006, while 10 of
these have also been released in the US
through a joint venture with specialist label
Kultur (which also sees DC DVD distribute

selected titles from Kultur outside the US).
6 titles have so far been released in Europe
through Harmonia Mundi.

The Digital Curriculum DVD Music Suite has
also continued selling in line with previous
years.

The company has acquired a number of
comedy titles for DVD distribution. The first of
these, released at the end of June, was Ronnie
Barker's 1969 film ‘Futtocks End’ which has
sold very well. 6 further classic comedies will
be released shortly including the unique
‘Sir Henry at Rawlinson End’ starring Vivian
Stanshall and Trevor Howard.

Titles are all sold from the DC DVD website as
well as through retail. The website is being
developed to include streaming and
downloading of extracts and full programmes,
which will become a new and expanding
revenue stream as the market stabilises.

Though the release schedule has been a little
slower than anticipated, sales have in general
been ahead of expectation and the new
business has established itself well.

Outlook

The group as a whole made good progress in
2006 and 2007 gives an opportunity for
further improvement within each division and
in capitalising on potential synergy. Turnover
expectations for the group have been raised.

The broader
distribution both spreads risks and creates
opportunities. We expect our
internal growth to attract other companies
keen to join the group, and will carefully

base of production and

business

evaluate such options so as to maximise
shareholder value. Internal initiatives are also
expected to generate new revenue streams
in 2007 and 2008.

Your directors will continue to be vigilant and
diligent, and our strengthened management
team is committed to making further progress
next year.

RN

David Elstein
Chairman
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The main activities of the group continued to be the production and
distribution of programmes, through its existing subsidiary companies

and through the subsidiaries acquired during the year, Box TV Ltd,
NBD Television Ltd and Done and Dusted Group Ltd.

The directors present their report together with the audited financial statements for the year ended 30 June 2006.

Business Review

The main activities of the group continued to be the production and distribution of programmes, through its subsidiary companies lambic
Productions Limited and Digital Classics Distribution Limited, and through the subsidiaries acquired during the year, Box TV Limited, NBD Television
Limited and Done and Dusted Group Limited. The group also launched its own DVD label through Digital Classics DVD Limited. The Music Suite
product has continued to be marketed during the year, although the Board is keeping it under review.

In order to help fund the acquisition of the three companies, the company entered into a convertible loan agreement for £8m in December 2005,
and raised over £6m through a share placing in February 2006. The acquisitions also required the issue of 1,195,625,000 new ordinary shares in
the company as part of the consideration.

A detailed review of the group’s business is contained in the Chairman’s Statement on pages 2 to 5.

Results

There was a loss for the year after taxation amounting to £1,194,829 (2005: loss £616,029) that has been carried forward in reserves. The directors
do not propose to recommend the payment of a dividend.

Directors

The directors of the company, and their beneficial interests in the share capital of the company, during the year were as follows:

At 30 June 2006 At 30 June 2005
Ordinary Deferred Ordinary Deferred
shares of shares of shares of shares of
0.1p each 0.9p each 0.1p each 0.9p each
David Elstein 16,630,000 - 1,250,000 -
Chris Hunt 114,414,137 10,017,671 114,414,137 10,017,671
Michael Barton 3,158,728 293,728 2,393,728 293,728
Richard Price 9,337,095 978,762 6,637,095 978,762
Tarik Wildman 2,428,571 645,157 2,428,571 645,157
Justin Thomson-Glover 142,290,000 - *— *—
Nicola Davies Williams 77,562,500 - *— *—
Simon Pizey 240,625,000 - *— *—

* at date of appointment
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Directors’

Details of directors’ options are disclosed in note 4 to the financial statements.

During the year, J Thomson-Glover and N Davies Williams were appointed as directors on
21 February 2006, and S Pizey was appointed on 10 April 2006.

Other than as disclosed in the notes to the financial statements, none of the directors had
a material interest in any contract of any significance with the company and its subsidiaries
during or at the end of the financial year.

In accordance with the Company’s Articles of Association, J Thomson-Glover, N Davies Williams,
S Pizey, M Barton and R Price retire by rotation and offer themselves for re-election.

Substantial Shareholdings

As at 19 September 2006, the following notifications had been made by holders of beneficial
interests in 3% or more of the Company’s issued ordinary share capital as follows:

No. of 0.1p ordinary shares %
HSBC Global Custody Nominee (UK) Limited 342,984,378 11.40
S Pizey (director) 240,625,000 8.00
H Hamilton 240,625,000 8.00
| Stewart 240,625,000 8.00
Chase Nominees Limited 222,908,153 7.41
J Thomson-Glover (director) 142,290,000 4.73
Vidicos Nominees Limited 140,944,470 4.69
M Neal 130,815,000 4.35
C J Hunt (director) 114,414,137 3.81
P Irwin 109,395,000 3.64

Employment Involvement

The group’s policy is to encourage employee involvement at all levels as it believes this is essential
for the success of the business. The directors have adopted an open management style and
encourage communication to give employees the opportunity to contribute on business issues.

The group does not discriminate against anyone on any grounds. Criteria for selection and
promotion are based on suitability of an applicant for the job. Applications for employment by
disabled persons are always fully considered, bearing in mind the respective aptitudes of the
‘Margot' applicants concerned. In the event of members of staff becoming disabled, every effort will be
“Wonderful...priceless...masterful” The Times made to ensure that their employment with the group continues and that appropriate training
“A Masterpiece” The Independent is arranged. It is the policy of the group that the training, career development and promotion of
disabled persons should, as far as possible, be at least comparable with that of other employees.

08 DCD media






Directors’

David Elstein, 61 (Non-executive Chairman)

David Elstein has spent over forty years in the media industry, including
four years as Producer of ITV's “This Week", six years as Director of
Programmes at Thames TV, four years as Head of Programming at
BSkyB and four years as CEO of Channel 5, which he launched and led
to a valuation on his departure of over £1 billion. As well as chairing
DCD Media plc, David also chairs Sports Network Group plc,
Sparrowhawk Media, Screen Digest, Luther Pendragon Holdings, the
British Screen Advisory Council and the Broadcasting Policy Group
(which wrote a seminal report on the future of the BBC for the
Conservative Party). He is also a board member of NTL Inc (US), Escaline
S.a.rl (Luxembourg) and Hardt Group UK. He is a visiting professor
at Stirling University, and was previously a visiting professor at
Westminster University and Oxford University.

Chris Hunt, 52 (Chief Executive)

Chris Hunt has been Chief Executive of DCD Media plc since its
inception in 1999, and supervised its transformation from dot-com to
strongly-based media powerhouse producing and trading intellectual
property rights in the audio-visual arts and entertainment sector. He
oversaw the acquisition of the blue riband independent television
production company lambic Productions Limited (over forty
international awards, including four Emmys). In 2001 he gained the
exploitation rights to the large and prestigious NVC programme
catalogue as well as other smaller libraries. In 2004 he was
instrumental in the acquisition of the market-leading arts distribution
company RM Associates and subsequently launched the Digital Classics
DVD label. In 2005 Chris led the Company to its next significant phase
of growth with the takeover of the 3 high-profile media businesses
Done and Dusted, Box TV, and NBD Television.

Nicky Davies Williams, 52 (Director)

Nicky Davies Williams has been Chief executive of NBD Television since
she founded the company in 1983 and has managed its growth until
2005 when the company was acquired by DCD Media. She recently
spearheaded the merging of Digital Classics Distribution and NBD
Television’s libraries to create the enlarged single distribution operations
NBDtv. Nicky's professional career spans over 30 years working in the
record industry and television distribution management.

Justin Thomson-Glover, 39 (Director)

Prior to joining Box TV, Justin Thomson-Glover was Senior Business Affairs
Negotiator at FilmFour. He also worked at Channel 4 as Senior Business
Affairs Executive where he was responsible for key deals on Queer As Folk,
The Young Person’s Guide to Becoming a Rockstar and Sword of Honour.
Justin trained at leading law firm Denton Hall (now Denton Wilde Sapte)
with a subsequent period at Marriott Harrison where he represented
a number of leading television companies.
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Simon Pizey, 44 (Director)

Simon Pizey started his television career in the post production area
and joined the BBC in 1995 as a production manager with the specific
brief of re-vamping the post production process of the Youth and
Entertainment Department. In the subsequent years Simon went on to
manage a variety of programmes from The Travel Show to Standing
Room Only. In 1997 he left the BBC to join lan Stewart and Hamish
Hamilton at MTV Europe, where they worked together on many MTV
projects. When Hamilton and Stewart left MTV and eventually found
Done and Dusted, Simon stayed on at MTV to take up the role of Head
of Production MTV Networks Europe. In this role he oversaw the
production of 3 of MTV's annual awards and many of their other
shows. He joined Done and Dusted in 2000.

Michael Barton, 49 (Finance Director)

Michael Barton BSc, FCA, MloD. has over 20 years experience in small
and growing businesses and is most at home in an entrepreneurial
action environment. He specialises in fund raising, business planning,
business purchases and business sales. He is a Past President of the
North West Society of Chartered Accountants and Deputy Chairman
of the Audit Registration Committee of the Institute of Chartered
Accountants in England and Wales.

Tarik Wildman 46 (Non-executive Director)

Tarik Wildman has been involved in the financial industry for over 20
years. He was a Director at Credit Suisse First Boston and Dillon Read
and remains an adviser at UBS. He is also a partner in the Madrid-based
firm Forest Asset Management, and runs his own enterprise Wildman &
Company Limited, which finds financial solutions for a wide variety of
corporate clients. Tarik is currently Managing Director of PJ Investments
and sits on the board of Red Letter Days and other companies
associated with Peter Jones.

Richard Price, FRTS, MBE, 73 (Non-executive Director)

From 1968 to 1998, Richard Price was Chairman of what became the
Primetime plc group which included Britain’s largest independent
television distributor, Primetime Television Associates; its catalogue
contained over 7,500 hours of programming. His television
productions have won several BAFTAs and Emmys. He is a past
Chairman of BAFTA and a Fellow of the Royal Television Society. He is
currently Vice-Chairman of the national learning disability charity, the
Home Farm Trust, Chairman of the Watermill Theatre, Newbury and
is vice chairman of the television writers’ charity TAPS and of the
Charities Tax Reform Group.



Independent Auditors’ Report

We have audited the group and parent company financial statements
(the “financial statements”) of DCD Media plc for the year ended
30 June 2006 which comprise the Consolidated Profit and Loss
Account, the Consolidated and Company Balance Sheets, the
Consolidated Cash Flow Statement, and the related notes. These
financial statements have been prepared under the accounting
policies set out therein.

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the financial statements in
accordance with applicable law and United Kingdom Accounting
Standards (United Kingdom Generally Accepted Accounting Practice)
are set out in the Statement of Directors’ Responsibilities.

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

We report to you our opinion as to whether the financial statements
give a true and fair view and have been properly prepared in
accordance with the Companies Act 1985 and whether the
information given in the Directors’ Report is consistent with those
financial statements. We also report to you if, in our opinion, the
company has not kept proper accounting records, if we have not
received all the information and explanations we require for our audit,
or if information specified by law regarding directors’ remuneration
and other transactions is not disclosed.

We read the Directors’ Report and the Chairman’s Statement and
consider the implications for our report if we become aware of any
apparent misstatements within them.

Our report has been prepared pursuant to the requirements of the
Companies Act 1985 and for no other purpose. No person is entitled
to rely on this report unless such a person is a person entitled to rely
upon this report by virtue of and for the purpose of the Companies
Act 1985 or has been expressly authorised to do so by our prior
written consent. Save as above, we do not accept responsibility for
this report to any other person or for any other purpose and we
hereby expressly disclaim any and all such liability.

Basis of audit opinion

We conducted our audit in accordance with International Standards
on Auditing (UK and Ireland) issued by the Auditing Practices Board.
An audit includes examination, on a test basis, of evidence relevant to
the amounts and disclosures in the financial statements. It also
includes an assessment of the significant estimates and judgements
made by the directors in the preparation of the financial statements,
and of whether the accounting policies are appropriate to the group’s
and company’s circumstances, consistently applied and adequately
disclosed.

We planned and performed our audit so as to obtain all
the information and explanations which we considered necessary in
order to provide us with sufficient evidence to give reasonable
assurance that the financial statements are free from material
misstatement, whether caused by fraud or other irregularity or error.
In forming our opinion we also evaluated the overall adequacy of the
presentation of information in the financial statements.

Opinion
In our opinion:

® the group financial statements give a true and fair view,
in accordance with United Kingdom Generally Accepted
Accounting Practice, of the state of the group’s affairs as at
30 June 2006 and of its loss for the year then ended;

@ the parent company financial statements give a true and fair
view, in accordance with United Kingdom Generally Accepted
Accounting Practice, of the state of the parent company’s affairs
as at 30 June 2006;

® the financial statements have been properly prepared
in accordance with the Companies Act 1985; and

® the information given in the Directors’ Report is consistent with
the financial statements.

BPO Q‘QD; C&Q’MMD

BDO Stoy Hayward LLP
Chartered Accountants and Registered Auditors
Bristol

30 October 2006
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Consolidated

for the year ended 30 June 2006

Group turnover
Continuing operations
Acquisitions

Cost of sales
Continuing operations
Acquisitions

Gross profit
Continuing operations
Acquisitions

Other operating charges
Continuing operations
Acquisitions

Group operating loss
Continuing operations
Acquisitions

Interest receivable and similar income

Interest payable and similar charges

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

Loss for the financial period

Basic loss per share

Diluted loss per share

There were no recognised gains or losses other than those recognised in the profit and loss account for the year or prior year.
The accompanying accounting policies and notes on pages 15 to 32 form an integral part of these financial statements.

12 DCD media

Note 2006 2005
£ £

2
4,620,733 3,133,552
8,675,069 -
13,295,802 3,133,552

3
(3.160,214) (1,504,113)
(7,056,948) -
(10,217,162) (1,504,113)
1,460,519 1,629,439
1,618,121 -
3,078,640 1,629,439

3
(2,595,102) (2,195,155)
(1,450,348) -
(4,045,450) (2,195,155)
(1,134,583) (565,716)
167,773 -
(966,810) (565,716)
34,445 3,506
5 (240,833) (2,071)
2 (1,173,198) (564,281)
6 (21,631) (51,748)
(1,194,829) (616,029)
9 (0.07p) (0.08p)
9 (0.07p) (0.08p)




Consolidated
as at 30 June 2006

Fixed assets

Intangible assets

Tangible assets
Investments in subsidiaries

Current assets

Work in progress

Debtors

Cash at bank and in hand

Creditors: amounts falling due within one year
Net current assets

Creditors: amounts falling due after
more than one year

Total net assets

Capital and reserves
Called up share capital
Share premium account
Merger reserve

Profit and loss account

Shareholders’ funds

The financial statements were approved and authorised for issue by the Board of Directors on 30 October 2006.

M Barton
Director

Note Group Company
2006 2005 2006 2005
£ £ £ f
10 27,351,526 6,007,583 348,819 376,587
11 184,736 136,710 94,066 78,023
12 - - 25,409,207 4,983,730
27,536,262 6,144,293 25,852,092 5,438,340
27,420 169,093 - -
13 8,363,564 2,995,726 3,511,167 2,393,218
1,492,620 24,214 524,274 76
9,883,604 3,189,033 4,035,441 2,393,294
14 (8,401,837) (2,456,397) (653,643) (771,062)
1,481,767 732,636 3,381,798 1,622,232
15 (7,667,333) - (7,652,355) -
21,350,696 6,876,929 21,581,535 7,060,572
17 3,466,195 1,297,752 3,466,195 1,297,752
18 32,941,502 19,441,349 32,941,502 19,441,349
18 6,355,556 6,355,556 - -
18 (21,412,557) (20,217,728) (14,826,162) (13,678,529)
19 21,350,696 6,876,929 21,581,535 7,060,572

The accompanying accounting policies and notes on pages 15 to 32 form an integral part of these financial statements.
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Consolidated
for the year ended 30 June 2006

Note 2006 2005
£ f

Net cash inflow/(outflow) from operating activities 25 96,112 (197,413)
Return on investments and servicing of finance
Interest received 34,445 3,506
Interest paid (240,833) (2,071)
Net cash inflow/(outflow) from returns on investments and (206,388) 1,435
servicing of finance
Taxation (21,631) (38,188)
Capital expenditure
Purchase of tangible fixed assets (97,070) (65,658)
Sale of intangible fixed assets - 2,000
Purchase of intangible fixed assets (3,583,654) -
Net cash outflow from capital expenditure (3,680,724) (63,658)
Acquisitions and disposals
Acquisition of subsidiary undertakings (9,575,072) -
Net cash acquired with subsidiary undertakings 318,910 -
Expenses on acquisition of subsidiary undertakings (1,282,893) -
Net cash outflow from acquisitions (10,539,055) -
Financing
Issue of shares 6,381,883 -
Expenses paid in connection with share issues (278,287) -
Repayment of loan - (14,000)
New loans 9,743,348 -
Net cash (outflow)/inflow from financing 15,846,944 (14,000)
(Decrease)/increase in cash 1,495,258 (311,824)

The accompanying accounting policies and notes on pages 15 to 32 form an integral part of these financial statements.
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Notes
for the year ended 30 June 2006

Principal accounting policies

These financial statements have been prepared in accordance with the historical cost convention and applicable accounting standards,
and on a going concern basis. The principal accounting policies have remained consistent with those adopted in the previous year.
Consideration has been given to the principal accounting policies in the light of Financial Reporting Standard 18 “accounting policies”
and no changes have been made.

Basis of Consolidation
The group financial statements consolidate those of the company and of its subsidiary undertakings drawn up to 30 June 2006. Profits
or losses on intra—group transactions are eliminated in full.

Turnover

Production turnover represents work carried out and amounts receivable in producing content and is recognised over the period of the
production. Gross profit on production is recognised over the period of the production and in accordance with the underlying contract.
Recognition of turnover takes place when the contractual terms have been agreed, and when the substantive elements of the production
have taken place, including pre-production stage completion, shoot stage completion, post-production, availability for exploitation and
delivery. Attributable profit is calculated by amortising programme costs in the proportion that actual revenue recognised in the current
period bears to estimated ultimate revenue, subject to an impairment review. Distribution turnover arises from the distribution and
exploitation of programme rights obtained from external parties or from within the Group, as well as from external distribution programme
rights held within the Group. Distribution turnover is the amounts receivable from licence contracts signed during the year. Turnover from
DVD, internet and other sales is the amounts receivable from invoiced sales during the year. All turnover excludes value added tax.

Goodwill

Goodwill on consolidation, representing the excess of the fair value of the consideration paid over the fair value of the identifiable net
assets of subsidiary undertakings at the date of acquisition, is capitalised. Goodwill is amortised on a straight line basis over its useful life
which is estimated to be 20 years and is subject to impairment review by the directors when considered necessary.

Research and development
Development costs incurred on specific projects are capitalised when recoverability can be assessed with reasonable certainty and amortised
in line with expected sales. All other development costs are written off in the year of expenditure.

Tangible fixed assets and depreciation
Depreciation is provided at rates calculated to write off the cost or valuation of fixed assets, less their estimated residual value, over the
expected useful economic lives on the following bases:

Short leasehold property straight line over the life of the lease
Office and technical equipment 25-33% straight line
Motor vehicles 20% straight line

Programme rights

Programme rights are stated at the lower of cost, less accumulated amortisation, or net realisable value. Cost comprises the cost of
production and all other directly attributable costs incurred up to completion of the programme and all programme development costs.
Where programmes in development are not expected to proceed, the related costs are written off to the profit and loss account.
Amortisation of programme costs is charged in the ratio that actual revenue recognised in the current period bears to estimated ultimate
revenue, after making provision for anticipated losses. Programme costs of purchased catalogues are amortised on a straight line basis over
an appropriate period of the estimated useful economic life of the programmes, such period not to exceed 20 years. At each balance sheet
date, the directors review the carrying value of programme rights and consider whether a provision is required to reduce the carrying value
of the investment in programmes to net realisable value. Amortisation and any charge in respect of writing down to net realisable value
during the period is included in the profit and loss account as part of cost of sales. Programme costs in respect of incomplete programmes
is separately classified as work in progress.
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Notes
for the year ended 30 June 2006

Principal accounting policies (continued)

Work in progress
Work in progress has been valued at the lower of cost and net realisable value.

Programme distribution advances

Advances paid in order to secure distribution rights on third party catalogues or programmes are included within current assets. The
advances are stated at the lower of the amounts advanced to the rights’ owners less actual sales income to date, and the value of likely
future sales income to be received against those advances.

Financial instruments

Financial assets are recognised in the balance sheet at the lower of cost and net realisable value. Provision is made for diminution in value
where appropriate. Income and expenditure arising on financial instruments is recognised on the accruals basis, and credited or charged
to the profit and loss account in the financial period to which it relates.

Deferred taxation

Deferred tax is recognised on all timing differences where the transactions or events that give the group an obligation to pay more tax
in the future, or right to pay less tax in the future, have occurred by the balance sheet date. Deferred tax assets are recognised when it
is more likely than not that they will be recovered. Deferred tax is measured using rates of tax that have been enacted or substantively
enacted by the balance sheet date. Deferred tax balances are not discounted.

Leasing

Tangible fixed assets acquired under finance leases or hire purchase contracts are capitalised and depreciated in the same manner as other
tangible fixed assets. The related obligations, net of future finance charges, are included in creditors. Rentals payable under operating
leases are charged to the profit and loss account on a straight line basis over the period of the lease.

Pension costs
The group operates pension schemes for the benefit of a number of its directors. The schemes are defined contribution schemes and the
contributions are charged against profits as they accrue.

Foreign currency
Transactions in foreign currencies are translated at the exchange rate ruling at the date of the transaction. Monetary assets and liabilities
in foreign currencies are translated at the rates of exchange ruling at the balance sheet date.

Share based payments

When share options are awarded to employees a charge is made to the profit and loss account based on the difference between the
market value of the company’s shares at the date of grant and the option exercise price in accordance with UITF Abstract 17 (revised 2003)
"Employee Share Schemes”. The credit entry is taken to the profit and loss reserve and reported in the reconciliation of movement in
shareholders’ funds.

Convertible debt

The proceeds received on issue of the group’s convertible debt are allocated into their liability and equity components and presented
separately in the balance sheet. The amount initially attributed to the debt component equals the discounted cash flows using a market
rate of interest that would be payable on a similar debt instrument that did not include an option to convert. The difference between the
net proceeds of the convertible debt and the amount allocated to the debt component is credited direct to equity and is not subsequently
remeasured. On conversion, the debt and equity elements are credited to the share capital and share premium as appropriate. Transaction
costs that relate to the issue of the instrument are allocated to the liability and equity components of the instrument in proportion to the
allocation of proceeds.

DCD media



Notes
for the year ended 30 June 2006

Turnover and loss on ordinary activities before taxation

Class of business segments

Programme production
Programme distribution
Internet/TV broadcasting
Educational music course
DVD sales

Total

Programme production
Programme distribution
Internet/TV broadcasting
Educational music course
DVD sales

Total
Common costs
Profit on sale of fixed asset

Operating loss
Net interest received / (paid)
Unallocated assets

Group loss before taxation

Group net assets

Geographical segments

All turnover arose in the United Kingdom. Turnover by destination was as follows:

United Kingdom

Rest of Europe

North and South America, including Canada
Australia / Far East

Africa

Turnover

2006 2005

£ f

9,749,864 1,012,634

3,388,746 2,095,868

2,699 -

16,500 25,050

137,993 -

13,295,802 3,133,552

Profit/(loss) before tax Net assets

2006 2005 2006 2005

£ f £ f

331,690 218,636 24,069,585 3,836,194

(246,961) (144,894) 6,613,216 2,157,103

2,699 55,618 348,819 376,587

(52,764) (118,044) 20,122 78,965

(78,284) - 29,455 -

(43,620) 11,316 31,081,197 6,448,849
(923,190) (577,252)
- 220
(966,810) (565,716)

(206,388) 1,435

(9,691,443) 428,080
(1,173,198) (564,281)

21,389,754 6,876,929

2006 2005

£ f

9,722,524 1,056,830

1,040,404 941,658

1,838,778 769,921

671,677 346,000

22,419 19,143

13,295,802 3,133,552
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Notes
for the year ended 30 June 2006

Turnover and loss on ordinary activities before taxation (continued)

The loss on ordinary activities before taxation is stated after charging/(crediting):

Auditors’ remuneration:
Audit services

(of which £8,000 (2005: £7,500) is in respect of the company)

Non audit services

Operating lease rentals:
Plant and machinery
Other

(Profit) / loss on foreign exchange fluctuations

Depreciation and amortisation:
Goodwill

Intangible fixed assets
Tangible fixed assets

Other operating income:
Rent receivable in respect of operating leases

Cost of sales and other operating charges

Cost of sales
Other operating charges

Selling and distribution expenses
Administrative expenses

Other operating charges

Directors and employees

Staff costs during the year, including directors, were as follows:

Wages and salaries
Social security costs
Other pension costs

Other pension costs include contributions totalling £18,288 (2005:

DCD media

2006 2005

£ f

55,000 28,000

146,000 7,500

9,090 -

223,719 148,369

(14,578) 7,781

710,131 200,952

2,363,403 289,488

150,061 82,051
- (4,517)

2006 2005

£ f

10,217,162 1,504,113

92,806 113,940

3,952,644 2,081,215

4,045,450 2,195,155

Group Company

2006 2005 2006 2005

£ £ £ f
1,591,043 945,312 331,795 295,267
162,468 96,055 39,042 43,203
19,958 28,550 18,288 27,455
1,773,469 1,069,917 389,125 365,925

£27,455) to money purchase pension schemes in respect of one Director.



Notes

for the year ended 30 June 2006

Directors and employees (continued)

The average number of employees of the group and the company during the year was as follows:

Group Company
2006 2005 2006 2005
no. no. no. no.
Sales and distribution 7 9 - -
Production 21 5 - -
Directors and administration 19 7 10 7
47 21 10 7
Remuneration in respect of directors was as follows:
Payments to Money value
third parties of non-cash
for directors’ Pension benefits 2006 2005
Emoluments services Contributions received Total Total
f £ £ £ £ £
D Elstein - 25,000 - - 25,000 9,792
C Hunt 160,000 - 18,288 10,478 188,766 147,455
M Barton - 106,427 - - 106,427 16,600
R Price - 24,000 - - 24,000 12,000
T Wildman - 24,000 - - 24,000 12,000
S Pizey 64,583 - - - 64,583 -
J Thomson-Glover 61,693 - - - 61,693 -
N Davies Williams 67,835 - - 2,620 70,455 -
D Stoessel - - - - - 4,575
2006 354,111 179,427 18,288 13,098 564,924 202,422
2005 120,000 54,967 27,455 - 202,422
Share options of Ordinary 0.1 pence shares held by directors or their related parties during the year were as follows:
At Granted Exercised Lapsed At Exercise Date from Expiry
1 July during the during the during the 30 June price which date
2005 year year year 2006 (pence)  exercisable
D Elstein - 3,750,000 - - 3,750,000 0.8p 26.01.06 25.01.09
C Hunt - 3,750,000 - - 3,750,000 0.8p 26.01.06 25.01.09
M Barton - 3,750,000 - - 3,750,000 0.8p 26.01.06 25.01.09
R Price - 2,500,000 - - 2,500,000 0.8p 26.01.06 25.01.09
T Wildman - 2,500,000 - - 2,500,000 0.8p 26.01.06 25.01.09
S Pizey - 3,750,000 - - 3,750,000 0.8p 26.01.06 25.01.09
J Thomson-Glover - 2,500,000 - - 2,500,000 0.8p 26.01.06 25.01.09
N Davies Williams - 3,750,000 - - 3,750,000 0.8p 26.01.06 25.01.09
Annual Report and Accounts 2006 19



20

Notes
for the year ended 30 June 2006

Interest payable and similar charges

Bank overdraft
Convertible Loan Note
Other

Tax on loss on ordinary activities
The tax charge represents:

Loss on ordinary activities multiplied by standard
rate of corporation tax in the UK of 30% (2005: 30%)

Effects of:

Trading losses utilised

Expenses not deductible for tax purposes

Expenses not deductible for tax purposes — goodwill amortisation
Overseas withholding tax not recoverable

Depreciation in excess of capital allowances

Unrelieved tax losses

Other timing differences

Current tax charge

A deferred tax asset of £3,040,917, arising principally from losses in the group, has not been recognised (2005: £2,424,578).

2006 2005

£ f

4,400 1,716
230,255 -
6,178 355
240,833 2,071
2006 2005

3 £
(351,959) (169,285)
(159,698) -
84,443 28,774
213,039 60,286
21,631 51,748
57,503 (21,777)
162,672 113,747
(6,000) (11,745)
21,631 51,748

These losses can be offset against future trading profits generated. Although the directors ultimately expect sufficient profits to arise,
they believe at this stage that it is prudent not to recognise the deferred tax asset within the financial statements.

Loss for the financial year

DCD Media plc has taken advantage of section 230 Companies Act 1985 and has not included its own profit and loss account in these

financial statements. The company’s loss for the year after tax was £1,147,633 (2005: loss £389,388).

Dividends
No dividends have been paid or proposed in the year (2005: nil).
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Notes

for the year ended 30 June 2006

Loss per share

The calculation of the basic loss per share is based on the loss attributable to ordinary shareholders divided by the average number of
shares in issue during the year. The calculation of diluted loss per share is based on the basic loss per share, adjusted to allow for the issue
of shares and the post tax effect of dividends and interest, on the assumed conversion of all other dilutive options and other potential

ordinary shares.

Basic loss per share

Loss attributable to ordinary

shareholders

Diluted loss per share
Loss attributable to ordinary

shareholders

2006

Weighted

average
number of Per share
Loss shares amount
£ pence
(1,194,829) 1,652,689,856 (0.07)
(1,194,829) 1,652,689,856 (0.07)

Loss

(616,029)

(616,029)

Weighted
average
number of
shares

743,096,484

743,096,484

2005

Per share
amount
pence

(0.08)

(0.08)

Share options outstanding at the year-end totalled 46,694,444 ordinary shares, and if the convertible loan was converted into ordinary

shares at 0.78p per share (the last conversion rate), the number of shares issued from the exercise of the loan conversion would

be 981,071,154. However, the above figures have not been adjusted for such conversion as the effects of such conversion would be

anti—dilutive.

Intangible fixed assets

Group

Cost
At 1 July 2005
Additions

At 30 June 2006

Amortisation
At 1 July 2005
Provided in year

At 30 June 2006

Net book value
At 30 June 2006

At 30 June 2005

Deferred

Programme Goodwill on Development
Rights consolidation Expenditure Total
£ £ £ f
5,157,093 11,240,111 161,412 16,558,616
5,216,054 19,201,423 - 24,417,477
10,373,147 30,441,534 161,412 40,976,093
2,265,555 8,142,015 143,463 10,551,033
2,345,454 710,131 17,949 3,073,534
4,611,009 8,852,146 161,412 13,624,567
5,762,138 21,589,388 - 27,351,526
2,891,538 3,098,096 17,949 6,007,583

The net book value of goodwill at 30 June 2006 represents goodwill on the acquisitions of lambic Productions Limited, NBD Television
Holdings Limited, Box Television Limited and Done and Dusted Group Limited. This is being amortised over its estimated useful economic
life, which the directors consider to be 20 years.
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for the year ended 30 June 2006

Intangible fixed assets (continued)

In December 2005, the group acquired Box TV Limited for a total consideration of £6,560,142, and NBD Television Holdings Limited for
a total consideration of £1,655,702. In February 2006, the group acquired Done and Dusted Group Limited for a total consideration of
£12,207,121. The purchases have been accounted for by the acquisition method of accounting, and a fair value of the assets acquired
are recognised in the group balance sheet. The net assets of the companies acquired, and the recognised fair value of those assets, were
as follows:

Box TV Limited

Fair value Fair value at

Book Value adjustment  acquisition date

£ £ £

Intangible fixed assets — programme rights - 250,000 250,000
Tangible fixed assets — other 1,030 - 1,030
Debtors 208,741 - 208,741
Bank and cash 104,926 - 104,926
Creditors (502,934) - (502,934)
Net assets acquired (188,237) 250,000 61,763
Goodwill 6,498,379
Total consideration 6,560,142
Satisfied by f
Shares allotted 3,060,000
Cash paid 3,085,000
Expenses of acquisition 415,142

6,560,142

The revaluation of programme rights of £250,000 and the goodwill of £6,498,379 are being amortised over 20 years, which the directors
believe to be their economic life. The amortisation charges in the group accounts during the period were £12,500 and £27,077 respectively.
The company’s summarised profit and loss account since its previous financial year to the date of acquisition was as follows:

£

Turnover 766,408
Cost of sales (495,950)
Other operating charges (202,393)
68,065

Net interest receivable/(payable) (918)
67,147

Taxation (250)
66,897

The company’s loss after taxation and minority interests for the previous financial year was £830,798.
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10 Intangible fixed assets (continued)

NBD Television Holdings Limited

Fair value Fair value at

Book Value adjustment  acquisition date

£ £ £

Intangible fixed assets — programme rights - 1,382,400 1,382,400
Tangible fixed assets — other 99,987 - 99,987
Debtors 442,599 - 442,599
Bank and cash 213,984 - 213,984
Creditors (979,197) - (979,197)
Net assets acquired (222,627) 1,382,400 1,159,773
Goodwill 495,929
Total consideration 1,655,702
Satisfied by f
Shares allotted 730,000
Cash paid 715,072
Expenses of acquisition 210,630
Total consideration 1,655,702

The revaluation of programme rights of £1,382,400 and the goodwill of £495,929 are being amortised over 20 years, which the directors
believe to be their economic life. The amortisation charges in the group accounts during the period were £40,320 and £14,462 respectively.

The company’s summarised profit and loss account since its previous financial year to the date of acquisition was as follows:

f

Turnover 64,203
Cost of sales (45,462)
Other operating charges (189,007)

(170,266)
Net interest receivable / (payable) (8,067)

(178,333)
Taxation -

(178,333)

The company’s profit after taxation for the previous financial year was £149,667.

Annual Report and Accounts 2006 23



10

24

Notes
for the year ended 30 June 2006

Intangible fixed assets (continued)

Done and Dusted Group Limited

Fair value

Book Value adjustment

£ f

Debtors 6 -

Net assets acquired 6 -
Goodwill

Total consideration

Satisfied by

Shares allotted
Cash paid
Expenses of acquisition

Fair value at
acquisition date
£

6
6

12,207,115
12,207,121

f

5,775,000
5,775,000
657,121

12,207,121

Done and Dusted Group Limited was incorporated to continue the business previously undertaken by Done and Dusted Limited. As a result
there were no assets or liabilities acquired, other than the nominal share capital on incorporation. The goodwill arising from the acquisition
of £12,207,115 is being amortised over 20 years, which the directors believe to be its economic life. The amortisation charge in the group

accounts during the period was £305,178.

The company’s summarised profit and loss account since the date of acquisition was as follows:

Turnover
Cost of sales
Other operating charges

Net interest receivable / (payable)

Taxation

f

4,934,091
(3,923,884)
(607,098)

403,109
5118

408,227

408,227

The company was incorporated to start trading from the date of acquisition, and therefore there are no previous financial results to report.
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10 Intangible fixed assets (continued)

1

Company

Cost
At 1 July 2005
Additions

At 30 June 2006

Amortisation
At 1 July 2005
Provided in year

At 30 June 2006

Net book value
At 30 June 2006

At 30 June 2005

Tangible fixed assets

Group

Cost
At 1 July 2005
Additions

At 30 June 2006

Depreciation

At 1 July 2005

Provided in year

Provision for permanent diminution in value

At 30 June 2006

Net book value
At 30 June 2006

At 30 June 2005

Programme
Rights Total
£ f
2,345,589 2,345,589
2,345,589 2,345,589
1,969,002 1,969,002
27,768 27,768
1,996,770 1,996,770
348,819 348,819
376,587 376,587

Short Office and

leasehold technical Motor
property equipment Vehicles Total
f £ £ f
105,785 723,441 - 829,226
67,198 96,211 34,678 198,087
172,983 819,652 34,678 1,027,313
73,170 619,346 - 692,516
28,292 74,750 5,395 108,437
- 41,624 - 41,624
101,462 735,720 5,395 842,577
71,521 83,932 29,283 184,736
32,615 104,095 - 136,710
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for the year ended 30 June 2006

Tangible fixed assets (continued)

Company

Cost
At 1 July 2005
Additions

At 30 June 2006

Depreciation
At 1 July 2005
Provided in year

At 30 June 2006

Net book value
At 30 June 2006

At 30 June 2005

Fixed asset investments

Company

Cost
At 1 July 2005
Additions

At 30 June 2006

Amounts written off
At 1 July 2005
Provided in year

At 30 June 2006

Net book value
At 30 June 2006

At 30 June 2005

DCD media

Short Office and

leasehold technical
property equipment Total
f f f
68,225 531,398 599,623
67,198 517 67,715
135,423 531,915 667,338
43,076 478,524 521,600
25,140 26,532 51,672
68,216 505,056 573,272
67,207 26,859 94,066
25,149 52,874 78,023

Shares in
subsidiary
undertakings
£

6,814,009
20,425,477

27,239,486

1,830,279

1,830,279

25,409,207
4,983,730
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Fixed asset investments (continued)

The principal operating subsidiary companies, which are all 100% owned, are as follows:
lambic Productions Limited

Digital Classics Distribution Limited

Digital Classics Education Limited

Digital Classics DVD Limited

NBD Television Limited

Box TV Limited

Done and Dusted Group Limited

lambic Productions Limited, Box TV Limited and Done and Dusted Group Limited are involved with the production of programmes for
television and other media.

Digital Classics Distribution Limited and NBD Television Limited sell programme rights worldwide to all media.

Digital Classics Education Limited sells an educational music course to schools.

Digital Classics DVD Limited produces and markets DVD’s to the retail market.

All the subsidiary companies are incorporated in England and Wales, except for Done and Dusted Incorporated and Done and Dusted
Production Incorporated which are incorporated in New York and are 100% owned by Done and Dusted Group Limited.

Debtors
Group Company

2006 2005 2006 2005
£ £ £ £
Trade debtors 2,629,185 969,280 57 2,925
Called-up share capital not paid - 722,000 - 722,000
Amounts owed by group undertakings - - 3,224,863 1,594,255
Other debtors 554,176 159,173 234,370 100
Distribution royalty advances 276,677 212,759 - -
Prepayments and accrued income 4,903,526 932,514 51,877 73,938
8,363,564 2,995,726 3,511,167 2,393,218

Included in group other debtors is £193,845 (2005: £nil) which is due after more than one year.
Included in distribution royalty advances is £125,000 (2005: £100,000) due after more than one year.

The directors have confirmed that they will not seek repayment within one year of amounts owed to the company by group undertakings

at 30 June 2006.

Creditors: amounts falling due within one year

Group Company
2006 2005 2006 2005
£ f £ f
Bank overdraft 19 26,871 - 3,456
Bank loans 2,090,993 - - -
Trade creditors 1,363,780 703,723 106,368 186,258
Amounts owed to group undertakings - - 162,167 439,470
Social security and other taxes 133,489 33,149 - -
Other creditors 1,341,527 1,114,974 - 98,761
Operating lease creditor 12,425 - - -
Accruals and deferred income 3,459,604 577,680 385,108 43,117
8,401,837 2,456,397 653,643 771,062
A subsidiary company, lambic Productions Limited, has an overdraft facility of £25,000 (2005: £25,000).
Included in trade creditors, other creditors and accruals are amounts of £22,109, £nil and £69,646 respectively (2005: £22,884, £79,714
and £10,167) relating to unpaid directors’ remuneration. This has been accrued in accordance with the directors’ contracts of service.
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Creditors: amounts falling due after more than one year

Group Company
2006 2005 2006 2005
£ £ £ £
Operating lease rental 14,978 - - -
Secured convertible loan 7,652,355 - 7,652,355 -
7,667,333 - 7,652,355 -

On 16 December 2005, the company entered into a convertible loan facility totalling £8,000,000, secured on the group’s assets. The loan
is repayable by 14 December 2009, unless any of the conversion rights have been exercised prior to that date. Interest is chargeable at a
variable rate, and was 6.16% as at 30 June 2006. The FRS 25 equity element of this loan was deemed to be nil.

The company has drawn down the full facility, but the loan amount outstanding has been reduced by the exercise of conversion rights
on £347,645 of the loan. The basic conversion price is 0.9p, which is subject to adjustment under certain circumstances.

Financial instruments and risk management

The Group’s financial instruments comprise cash, including short term deposits, trade debtors and trade creditors that arise directly from

its operations, and loan notes. The main risks arising from the group’s financial instruments are interest rate risk, liquidity risk, and currency
risk. The Board has reviewed and agreed policies for managing each of these risks and they are summarised below. Short-term debtors
and creditors have been excluded from all the following disclosures, other than the currency risk disclosure. The group has no financial
assets other than debtors and cash at bank. The Balance Sheet values for the financial assets and liabilities are not materially different
from their fair values.

Interest rate risk

The group finances its operations at present through funds raised on the share placings, its convertible loan note and production loan
facilities provided by banks. The group manages its exposure to interest rate fluctuations by mixing the duration of its deposits and
borrowings to reduce the impact of interest rate fluctuations. The interest rate on the convertible loan referred to in Note 15 is variable
and is based on 3 month LIBOR. The interest rates on the bank loans included in Note 14 are based on the bank’s base rate plus 1.2%.
The loans are separate production facilities of £1,590,000 and £1,971,000, drawn down respectively at 30 June 2006 £884,394 and
£1,206,599.

Liquidity risk

The group seeks to manage financial risk to ensure sufficient liquidity is available to meet forseeable needs and to invest cash assets safely
and profitably. The group’s policy throughout the year has been to ensure the continuity of funding. Short term flexibility is currently
provided through the availability of a £25,000 bank overdraft facility.

Currency risk
The group operates in overseas markets and is subject to exposures on transactions undertaken during the year. The group’s exposure to
exchange rate fluctuations is small based on its revenue and cost base and its policy is not to hedge against foreign currency transactions.

The sterling equivalent of the group’s net assets denominated in foreign currencies at 30 June 2006 was as follows:

2006 2005

£ f

US dollar 740,021 201,382
Euros 285,896 100,985
Other 82,286 69,328
Net assets 1,108,203 371,695

Credit risk
The group operates to ensure that the payment terms of customers are matched to the group’s own contractual obligations in terms of
delivery of programmes and rights. For new customers the group will check credit references.
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17 Share capital

2006 2005
£ £
Authorised

5,000,000,000 (2005: 2,000,000,000) ordinary shares of 0.1p each 5,000,000 2,000,000
50,933,729 (2004: 50,933,729) deferred shares of 0.9p each 458,404 458,404
5,458,404 2,458,404

Allotted, called up and fully paid
3,007,790,580 (2005: 839,346,484) ordinary shares of 0.1p each 3,007,791 839,348
50,933,729 (2005: 50,933,729) deferred shares of 0.9p each 458,404 458,404
3,466,195 1,297,752

The deferred shares are not entitled to receive a dividend or other distribution, to attend or vote at any General Meeting and on a return
of capital on a winding up, shall only be entitled to receive the amount paid up on the shares after holders of the ordinary shares have
received £100,000 for each ordinary share.

On 16 December 2005, 382,500,000 shares were issued at a price of 0.8p per share as part of the consideration to acquire Box TV Limited,
and 91,250,000 shares were issued at a price of 0.8p per share as part of the consideration to acquire NBD Holdings Limited.

At an EGM on 21 February 2006, approval was given for the issue of 721,875,000 ordinary shares at 0.8p per share as part of the
consideration for the acquisition of Done and Dusted Group Limited.

Approval was also given at the EGM on 21 February 2006 for the issue of 928,344,230 ordinary shares via a placing at an average price
of 0.65p per share, raising a total of £6,034,238 in cash before expenses.

Under the terms of a convertible loan agreement (see Note 15), 44,473,077 ordinary shares were issued at an average price of 0.78p per
share, raising a total consideration of £347,645 by way of conversion of long-term loan into share capital.

The total consideration received during the year was £15,946,883 resulting in a premium on issue of £13,778,440 which has been credited
to the share premium account. Expenses in connection with the share issues of £278,287 have been taken to the share premium account.

Details of the company’s share options are as follows:

At Granted Exercised Lapsed At Exercise Date from
1 July during the during the during the 30 June price which Expiry
2005 year year year 2006 (pence)  exercisable date
444,444 - - - 444,444 45 10.01.01 9.1.08
— 35,000,000 - - 35,000,000 0.8 26.01.06 25.01.09
- 11,250,000 - - 11,250,000 0.8 24.02.06 23.02.09
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Notes
for the year ended 30 June 2006

Share premium account and reserves

Group

At 1 July 2005

Retained loss for the year
Share capital issued

Issue expenses

At 30 June 2006

Group

At 1 July 2005

Retained loss for the year
Share capital issued on placing
Issue expenses

At 30 June 2006

Reconciliation of movements in shareholders’ funds

Group

Loss for the financial year

Issue of shares

Net increase in shareholders’ funds
Shareholders’ funds at 1 July 2005
Shareholders’ funds at 30 June 2006

Sale and leaseback

Share Merger Profit and loss
premium reserve account Total
£ £ f f
19,441,349 6,355,556 (20,217,728) 5,579,177
- - (1,194,829) (1,194,829)
13,778,440 - - 13,778,440
(278,287) - - (278,287)
32,941,502 6,355,556 (21,412,557) 17,884,501
Share Profit and loss
premium account Total
f f f
19,441,349 (13,678,529) 5,762,820
- (1,147,633) (1,147,633)
13,778,440 - 13,778,440
(278,287) - (278,287)
32,941,502 (14,826,162) 18,115,340
2006 2005
£ £
(1,194,829) (616,029)
15,668,596 722,000
14,473,767 105,971
6,876,929 6,770,958
21,350,696 6,876,929

The company has a liability to pay annual rentals under a sale and leaseback agreement, for the next nine years. This obligation has not
been recognised in the financial statements because at 30 June 2006 an amount of £621,197 (2005: £673,519) is held in a bank deposit
account which may only be used to settle those rental obligations. The deposit is held with the same bank to whom the rentals are paid,

and full set-off is applicable in the event of the failure of the bank.

Capital commitments

There were no capital commitments at 30 June 2006 or 30 June 2005.
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Transactions with directors and other related parties
Loans from directors
At 30 June 2006 there were no loans due to directors.

Unpaid remuneration

30 June 30 June
2006 2005

£ f

- 56,000

Interest paid
in the year
£

As stated in note 14 to the accounts a total of £91,755 (2005: £112,765) is due to the directors as unpaid remuneration.

Other transactions

During the year the following amounts were received from/(paid to) companies in which the directors have an interest:

Company Director
RPTA Limited R Price
World Poker Masters Limited C Hunt
Kazoo Communications Limited Management Limited S Pizey

The balances outstanding at the year end were as follows:
Company

RPTA Limited

World Poker Masters Limited
Kazoo Communications Limited Management Limited

The transactions above were all in the normal course of business.

Pension costs

Amount receivable/(payable) Description

2006 2005

£ £

- 6,341
(1,339) (9,690)
- 200,000
(20,855) -

Amount receivable/(payable)

2006 2005

£ f
(1,339) (1,700)
- (2,800)
200,000 200,000
(8,152) -

Office charges
Royalties

Production fee
Office charges

Net trading balance
Loan balance and accrued interest
Net trading balance
Net trading balance

The group operates defined contribution pension schemes for the benefit of a director. The assets of the schemes are administered by
trustees in funds independent from those of the group. The amount paid to the schemes during the year was £18,288 (2005: £27,455).
The annual commitment for contributions to the pension schemes amounts to £20,000.

Operating lease rental commitments

At 30 June 2006 the group had operating lease rental commitments as follows:

Leases expiring within one year:
Land and buildings

Leases expiring after more than one year but less than five years:
Land and buildings
Motor Vehicles

Leases expiring after more than five years:

2006 2005

£ £
69,783 123,895
208,945 -
9,917 -
218,862 -

The company has also entered into various rental agreements for the refurbishment and fitting—out of new offices, which were occupied
after the year-end. The annual rental payments due from these agreements total £162,463, after initial payments totalling £40,616. The

rental agreements are for periods of 36 or 48 months.
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Reconciliation of operating loss to operating cash flows

Operating loss

Depreciation and amortisation

(Profit) / loss on sale of fixed assets
(Increase) / decrease in work in progress
(Increase) / decrease in debtors
(Decrease) / increase in creditors

Net cash inflow from operating activities

Reconciliation of net cash flow to movement in net debt

Increase / (decrease) in cash in the year
(Inflow) / outflow from changes in debt in the year
Movement in net debt arising from cash flows

Conversion of loan stock
Movement in net debt
Opening net (debt)/funds
Net debt at 30 June 2006

Analysis of changes in net debt

Cash at bank and in hand
Bank overdraft

Debt due within one year — Loan
Debt due after more than one year — Convertible Loan
Ordinary shares issued on exercise of Convertible Loan

Total

2006 2005

£ £
(966,810) (565,716)

3,223,595 572,491

- 220

141,673 -
(4,716,498) (595,796)

2,414,152 391,388
96,112 (197,413)

2006 2005

£ £

1,495,258 (311,824)

(10,090,993) -

(8,595,735) (311,824)

347,645 -

(8,248,090) (311,824)

(2,657) 309,167

(8,250,747) (2,657)

At 1 July Other non At 30 June
2005 Cash flow cash changes 2006
£ £ £ £
24,214 1,468,406 - 1,492,620
(26,871) 26,852 - (19)
(2,657) 1,495,258 - 1,492,601
- (2,090,993) - (2,090,993)

- (7,652,355) - (7.652,355)

- (347,645) 347,645 -
(2,657) (8,595,735) 347,645 (8,250,747)

During the year the group converted loan into shares valued at £347,645.
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Notice

Notice is hereby given that the 2006 Annual General Meeting of DCD Media plc will be held at the offices of Sprecher Grier Halberstam LLP,
2nd Floor, 30 Farringdon Street, London EC4A 4HJ on Monday 18 December 2006 at 2 pm for the following purposes:-

Ordinary Business

1. To receive and adopt the report of the directors and the financial statements for the year ended 30 June 2006 and the report of the
auditors thereon.

2. To re-appoint, as a director of the Company, Mr Michael Barton who retires in accordance with Article 82 of the Company’s Articles of
Association and offers himself for re-election.

3. To re-appoint, as director of the Company, Mr Richard Price, who retires in accordance with Article 82 of the Company’s Articles of
Association and offers himself for re-election.

4. To re-appoint, as director of the Company, Ms Nicky Davies Williams, who retires in accordance with Article 82 of the Company’s Articles
of Association and offers himself for re-election.

5. To re-appoint, as director of the Company, Mr Simon Pizey, who retires in accordance with Article 82 of the Company’s Articles of
Association and offers himself for re-election.

6. To re-appoint, as director of the Company, Mr Justin Thomson-Glover, who retires in accordance with Article 82 of the Company’s Articles
of Association and offers himself for re-election.

7. To re-appoint BDO Stoy Hayward LLP as auditors and to authorise the directors to fix their remuneration.

Special Business
8. To consider, and if thought fit, to pass the following Resolution which is proposed as an Ordinary Resolution:-

THAT the Directors be and they are hereby generally and unconditionally authorised pursuant to Section 80 of the Companies Act 1985
(“the Act”), in substitution for all previous powers granted to them, to exercise all the powers of the Company to allot and make offers
to allot relevant securities (within the meaning of Section 80(2) of the Act) up to an aggregate nominal amount of £1,900,000; such
authority shall, unless previously revoked or varied by the Company in general meeting, expire on the conclusion of the Annual General
Meeting of the Company to be held in 2007 provided that the Company may, at any time before such expiry, make an offer or enter into
an agreement which would or might require relevant securities to be allotted after such expiry and the Directors may allot relevant
securities pursuant to any such offer or agreement as if the authority conferred hereby had not expired.

9. To consider, and if thought fit, to pass the following Resolution which is proposed as a Special Resolution:-

THAT the Directors be and they are hereby empowered pursuant to Section 95 of the Act to allot equity securities (as defined in Section
94(2) of the Act) pursuant to the authority conferred by Resolution 8 above as if Section 89(1) of the Act did not apply to any such
allotment, provided that this power shall be in substitution for any previous powers conferred on the Directors pursuant to the said Section
95 and shall be limited to:-

(@) the allotment of equity securities in connection with an issue in favour of shareholders where the equity securities respectively
attributable to the interests of all such shareholders are proportionate (or as nearly as may be practicable) to the respective number
of Ordinary Shares in the capital of the Company held by them on the record date for such allotment, but subject to such exclusions
or other arrangements as the Directors may deem necessary or expedient in relation to fractional entitlements or legal or practical
problems under the laws of, or the requirements of, any recognised regulatory body or any stock exchange, in any territory; and

(b) the allotment (otherwise than pursuant to sub-paragraph (a) above) of further equity securities up to an aggregate nominal amount
of £500,000;
provided that the power in this Resolution 9 shall expire at the conclusion of the Annual General Meeting of the Company to be held
in 2007 save that the Company may make an offer or agreement before the expiry of this power which would or might require equity
securities to be allotted otherwise than in accordance with Section 89 of the said Act after such expiry and the Directors may allot
equity securities pursuant thereto as if the power conferred hereby had not expired.

BY ORDER OF THE BOARD

J M Bottomley, 30 Farringdon Street
Company Secretary London EC4A 4H)

16 November 2006

Notes
1. Any member entitled to attend and vote at the meeting may appoint one or more proxies to attend and, on a poll, vote instead of him. A proxy need not also be a member.

2. To be valid, the form of proxy and the power of attorney or other authority (if any) under which it is signed or a certified copy of such power or authority must be lodged at the offices of the
Company’s registrars, Capita Registrars, The Registry, 34 Beckenham Road, Beckenham, Kent BR3 4TU by hand, or sent by post, so as to be received not less than 48 hours before the time fixed
for the holding of the meeting or any adjournment thereof (as the case may be).

3. The completion and return of a form of proxy will not preclude a member from attending in person at the meeting and voting should he wish to do so.

4. Pursuant to regulation 41 of the Uncertificated Securities Regulations 2001, the Company has specified that only those members entered on the register of members at 2 pm on 16 December 2006
shall be entitled to attend and vote at the meeting in respect of the number of ordinary shares of 0.1p each in the capital of the Company held in their name at that time. Changes to the register
after 2 pm on 16 December 2006 shall be disregarded in determining the rights of any person to attend and vote at the meeting.
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or

Form

DCD MEDIA PLC
FORM OF PROXY

failing him, the Chairman Of the IMEETING .........c.oiiiii e

As my/our proxy to attend and vote for me/us on my/our behalf at the Annual General Meeting of the Company to be held at 2 pm on
Monday 18 December 2006 and at any adjournment thereof.

I/We direct my/our vote as indicated below in respect of the resolutions which are referred to in the Notice convening the Meeting
(see note 1 below).

Ordinary Resolutions FOR AGAINST
Resolution 1 To receive the Financial Statements for the year ended 30 June 2006.
Resolution 2 To re—appoint Mr Michael Barton as director of the company.
Resolution 3 To re—appoint Mr Richard Price as director of the company.
Resolution 4 To re—appoint Ms Nicky Davies Williams as director of the company.
Resolution 5 To re—appoint Mr Simon Pizey as director of the company.
Resolution 6 To re—appoint Mr Justin Thomson-Glover as director of the company.
Resolution 7 To re—appoint BDO Stoy Hayward LLP as auditors.
Resolution 8 To empower the directors to allot relevant securities pursuant to
Section 80 of the Companies Act 1985.
Special Resolution
Resolution 9 To empower the directors to allot equity securities pursuant to
Section 95 of the Companies Act 1985.

Notes

Any member entitled to attend and vote at the meeting may appoint one or more proxies to attend and, on a poll, vote instead of him. A proxy need not also be a member.
To be valid, the form of proxy and the power of attorney or other authority (if any) under which it is signed or a certified copy of such power or authority must be lodged
at the offices of the Company’s registrars, Capita Registrars, The Registry, 34 Beckenham Road, Beckenham, Kent BR3 4TU by hand, or sent by post, so as to be received
not less than 48 hours before the time fixed for the holding of the meeting or any adjournment thereof (as the case may be).

The completion and return of a form of proxy will not preclude a member from attending in person at the meeting and voting should he wish to do so.

In the case of a corporation, the form of proxy must be executed under its common seal or the hand of an officer or attorney duly authorised.

A member may appoint a proxy of its own choice. If the name of the member’s choice is not entered in the space provided on the form of proxy, the return of the form of
proxy duly signed will authorise the Chairman of the meeting to act as that member’s proxy.

Pursuant to regulation 41 of the Uncertificated Securities Regulations 2001, the Company has specified that only those members entered on the register of members at
2 pm on 16 December 2006 shall be entitled to attend and vote at the meeting in respect of the number of ordinary shares of 0.1p each in the capital of the Company
held in their name at that time. Changes to the register after 2 pm on 16 December 2006 shall be disregarded in determining the rights of any person to attend and vote
at the meeting.
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