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. Leisure Connection Limited
Directors’ report for the 53 weeks ended 2 October 2005

The directors present their report and the audited fmancial statements for the 53 weeks ended 2 October 2005,

Principal activity
The principal activities of the company comprise leisure facility management, the development of sports and
fitess facilities and a range of sports and leisure management services.

Review of business and future developments
The profit and loss account for the period is set out on page 8. The operating profit during the period was
£128,546, but when adjusted for the costs of reparations to buildings, the underlying profit was £1,766,546.

The results for 52 weeks ended 26 September 2004 have been restated to reflect a change in accounting pelicy
relating to the treatment of fixed term membership fees and 30 day gym cancellation fees within the company
to bring it into line with industry practice. The financial effect of this is a reduction to opening reserves at 29
September 2003 of £2.0m and a reduction to the previously reported operating profit in the 52 weeks ended 26
September 2004 of £0.5m. The financial effect within the 53 weeks ended 2 October 2005 is a reduction of
£151,000 to the operating profit.

Both the level of business and the period-end financial position remain satisfactory and the directors expect that
the present level of activity will be sustainable for the foreseeable future.

Exceptional Iicms

During the year, the company agreed the termination of a contract and received a substantial compensation
payment, which after the write-off of related costs resulted in an exceptional income of £2.2 million. This
income related to loss of future profits and has been treated as an exceptional item within operating profit.

The carrying value of the goodwill has been reviewed by the directors and based on the company’s anticipated
future cash flows from trading operations in the foreseeable future, the Board has decided that it would be
appropriate to recognise an impairment charge of £12,364,137, reducing the carrying value of goodwill at the
balance sheet date to £7,600,000.

Going Concern

The directors consider that whilst there can be no certainty in relation to the matters referred to and disclosed
more fully in Note 1, as at the date of approval of these financial statements, it is appropriate to prepare the
accounts on a going concern basis.

Dividends
The directors do not recommend the payment of a dividend in respect of the 53 weeks ended 2 October 2005
(52 weeks ended 26 September 2004: £2,000,000).

Directors
The directors who served during the period ended 2 October 2005 were as follows:

J G Jones

C Daniels

R Still

C P Reeves

G Farrant  (appointed 16 February 2005)

J Sedgwick (appointed 24 February 2006)

P D Walters (appointed 30 November 2005)
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Directors’ report for the 53 weeks ended 2 October 2005
(continued)

Directors and their interests

According to the register required to be kept under Section 325 of the Companies Act 1985 no director had any
interest in the share capital of the company.

The interests of the directors at 2 October 2005 in the shares of the group undertakings were as follows:

Danoptra Holdings Limited

‘A’ Ordinary lp ‘D’ Ordinary 1p  ‘E’ Ordinary 1p

shares shares shares
C P Reeves 540 Nil 9,143
R Sl 540 4,572 4,571
G Farrant Nil Nil Nit

1. G. Jones, C. Daniels and P. D. Walters are also directors of Danoptra Holdings Limited, the ultimate parent
company. As permitted by statutory instrument, the register does not include shareholdings of directors who are
also directors of Danoptra Holdings Limited and whose interests are shown in the directors’ report of that
company.

Employees
The company’s policy is to discuss with employees matters likely to affect employees’ interests.

Information o matters of concern to employees is given through information bulletins and reports which seek
to achieve a common awareness on the part of all employees of the financial and economic factors affecting
the company’s performance.

The company’s policy is to recruit disabled workers for those vacancies that they are able to fill. All necessary
assistance with initial training courses is given. Once employed, a career plan is developed so as to ensure
suitable opportunities for each disabled person. Arrangements are made, where possible, for retraining
employees who become disabled, to enable them to perform work identified as appropriate to their aptitudes
and abilities.

Creditor payment policy
For suppliers, the company’s policy is to:

(a) settle the terms of payment with those suppliers when agreeing the terms of each transaction;

(b)  ensure that those suppliers are made aware of the terms of payment by inclusion of the relevant terms in
contracts; and

(c)  pay inaccordance with its contractual and other legal obligations.

The payment policy applies to all payments to creditors for revenue and capital supplies of goods and services.
The average number of creditor days, based on trade creditors at 2 October 2005 and amounts invoiced by
suppliers during the 53 weeks ended 2 October 2005, is 52 days (52 weeks ended 26 September 2004: 52 days).




_ Leisure Connection Limited

Directors’ report for the 53 weeks ended 2 October 2005
(continued)

Auditors
A resolution to re-appoint Deloitte & Touche LLP as the company’s auditors will be proposed at the
forthcoming Annual General Meeting.

By order of the Board

Sblifer

J G Jones
Director

9N gcvvwwyzoov




. Leisure Connection Limited

Independent auditors' report to the members of Leisure Connection
Limited

We have audited the financial statements of Leisure Connection Limited for the 53 weeks ended 2 October
2005 which comprise the profit and loss account, the balance sheet, the statement of total recognised gains and
losses, the statement of accounting policies and the related notes 1 to 26. These financial statements have been
prepared under the accounting policies set out therein.

This report is made solely to the company’s members, as a body, in accordance with section 235 of the
Comparies Act 1985, Our audit work has been undertaken so that we might state to the company’s members
those matters we are required to state to them in an auditors’ report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the company and the
company’s members as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of directors and auditors

As described in the statement of directors’ responsibilities, the company’s directors are responsible for the
preparation of the financial statements in accordance with applicable United Kingdom law and accounting
standards. Our responsibility is to audit the financial statements in accordance with relevant United Kingdom
legal and regulatory requirements and auditing standards.

We report to you our opinion as to whether the financial statements give a true and fair view and are properly
prepared in accordance with the Companies Act 1985. We also report if, in our opinion, the directors’ report is
not consistent with the financial statements, if 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 transactions with the company is not disclosed.

We read the directors’ report for the above period and consider the implications for our report if we become
aware of any apparent misstatements.

Basis of audit opinion

We conducted our audit in accordance with United Kingdom auditing standards 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 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.

Going Concern

In forming our opinion, we have considered the adequacy of the disclosures made in Note 1 to the Financial
Statements on the fundamental uncertainty concerning the use of the going concern basis. The appropriateness
of this basis assumes various matters including the successful re-negotiation of the Group’s funding
arrangements to achieve a solvent recapitalisation of the Group and a significant restructuring of the business
as referred to in Note 1. In view of the significance of this fundamental uncertainty we consider that it should
be drawn to your attention, but our opinion is not qualified in this respect.

Opinion

In our opinion the Financial Statements give a true and fair view of the state of affairs of the Company as at 2
October 2005 and of the loss of the Company for the period then ended and have been properly prepared in
accordance with the Companies Act 1985.

m \"T—‘O-M-LD\L Ll

Deloitte & Touche LLP
Chartered Accountants and Registered Auditors
Leeds
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. Leisure Connection Limited

Statement of directors’ responsibilities

United Kingdom company law requires the directors to prepare financial statements for each financial year
which give a true and fair view of the state of affairs of the company as at the end of the financial year and of
the profit or loss of the company for that period. In preparing those financial statements, the directors are
required to:

select suitable accounting policies and then apply them consistently;
make judgements and estimates that are reasonable and prudent;
state whether applicable accounting standards have been followed;

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 proper accounting records which disclose with reasonable accuracy at
any time the financial position of the company and to enable them to ensure that the financial statements
comply with the Companies Act. They are also responsible for the system of internal control, safeguarding the
assets of the company and hence for taking reasonable steps for the prevention and detection of fraud and other
irregularities.




. Leisure Connection Limited
Profit and loss account for the 53 weeks ended 2 October 2005

52 weeks
Pre-goodwill Goodwill 53 weeks Pre-goodwill Goodwill ended
amortisation  amortisation ended amortisation amortisation 26 September
Notes and and 2 October  and exceptional and 2004
exceptional exceptional 2005 items  exceptional Restated
items items Total Restated items Total
£ £ £ £ £ £
Turnover 3 71,572,453 - 71,572,453 78,433,071 - 78,433,071
Cost of sales (41,347,041) (41,347,041) (44,379,709) - (44,379,709)
Gross profit 30,225,412 - 30,225,412 34,053,362 - 34,053,362
Administrative expenses
- excluding goodwill
amortisation 6 (30,096,866)  (10,183,855) (40,280,721) (29,277,563) (955,326) (30,232,889
- goodwill amortisation 11 - (1,288,009) (1,288,009) - (1,288,009} (1,288,009)
Total administrative
exXpenses (30,096,866)  (11,471,864) (41,568,730} (29,277,563)  (2,243,335) (31,520,898)
Operating profit/(loss) 128,546 (11,471,864) (11,343,318) 4,775,799  (2,243,335) 2,532,464
Dividends received and
receivable - - - 108,000 - 108,000
Interest payable 7 (6,105) - {6,105) (246,886) - (246,886)
Other finance charges 7 (35,000) - (35,000) (30,000) - (30,000)
Profit/{Joss) on ordinary
activities before taxation 8 87441  (11,471,864) (11,384,423) 4,606,913  (2,243,335) 2,363,578
Tax on (loss)/profit on
ordinary activities before
taxation 9 (588,684) {654,084) (1,242,768) (1,182,906) 286,598 {896,308)
(Loss)/profit on
ordinary activities after
taxation (501,243) (12,125,948) (12,627,191) 3,424,007  (1,936,737) 1,467,270
Dividends paid and
proposed 10 - - - (2,000,000) - {2,000,000)
Retained (loss)/profit for
the period 21 (501,243  (12,125,948) (12,627,191) 1,424007  (1,956,737) (532,730}

The notes to these financial statements are an integral part of the profit and loss account.

All amounts above relate to continuing operations of the company.

There is no difference between the (loss)/profit on ordinary activities before taxation and the retained loss for the periods stated
above and their historical cost equivalent.

The notes to these financial statements are an integral part of the profit and loss account.




Leisure Connection Limited

Statement of total recognised gains and losses for the 53 weeks ended 2

October 2005
53 weeks ended 52 weeks ended
2 October 26 September
2005 2004
Restated
£ £
(Loss)/profit for the financial period (12,627,191) 1,467,270
Actuarial gain/(loss) on pension scheme (see note 19) 75,000 (68,000)
Deferred tax relating to pension scheme liability (23,000) 21,000
Total gains and losses recognised in the period (12,575,191) 1,420,270
Prior period adjustment (2,437,000)
Total gains and losses recognised since last annual report (15,012,191)
3




. Leisure Connection Limited
Balance sheet as at 2 October 2005

Notes 2 October 26 September
2005 2004
Restated
£ £
Fixed assets
Intangible assets 11 7,600,000 21,252,146
Tangible assets 12 13,624,600 18,610,206
Investments 13 2,011,530 643,030
23,236,130 40,505,382
Current assets
Stocks 14 420,488 851,203
Debtors due within one year 15 40,197,600 39,078,563
Cash at bank 5,064,985 3,838,825
45,683,073 43,768,591
Creditors: amounts falling due within one year 16 (52,110,907)  (56,373,726)
Net current liabilities {6,427,834)  (12,605,133)
Total assets 16,808,296 27,900,247
Provisions for liabilities and charges
Other provisions 18 (1,789,986) (211,746)
Net assets excluding pension liabilities 15,018,310 27,688,501
Pension liabilities (net of deferred tax) 19 (707,000) (802,000)
Net assets including pension liabilities 14,311,310 26,886,501
Capital and reserves
Called up share capital 20 100,000 100,000
Share premium account 21 16,950,400 16,950,400
Capital redemption reserve 21 5,600 5,600
Profit and loss account 21 (2,744,690) 9,830,501
Equity shareholders’ funds 22 14,311,310 26,386,501

The notes to these financial statements are an integral part of the balance sheet.

The financial statements on pages 7 to 27 were approved by the board of directors on / ? f .

and were signed on its behalf by:

Sfali o

J Sedgwick
Director

2007



Leisure Connection Limited

Notes to the financial statements
for the 53 weeks ended 2 October 2005

The Company is part of the group headed by Danoptra Holdings Limited (the “Group™).

1  Going Concern

The financial statements are prepared on a going concern basis, which the Directors believe to be appropriate
following discussions with the Beard of Directors of Danoptra Holdings Limited (“Danoptra”). Those directors
have prepared a budget for the Group for the period ending 30 September 2007, including detailed cash flow
information, and projections for the years to 30 September 2008 and 2009. These budgets and projections
assume significant restructuring of the Group’s businesses to generate cost savings and initiatives to improve
revenue performance. It is also assumed that asset and business disposals will be made to accelerate the
repayment of bank loans. Based upon these budgets and projections, the directors believe that it is appropriate
that the Company’s and Group’s financial statements are prepared on a going concern basis.

The directors of Danoptra are engaged in discussions with the Senior and Mezzanine lenders (‘the Group's
bankers™} as well as the holders of the 2012 and 2013 Deep Discounted Bonds, who are principal shareholders
of Danoptra, referred to below. The directors of Danoptra have summarised the situation as follows:

“During the year ended 30 September 2006, the Group breached a number of financial covenants
under its Senior and Mezzanine Debt borrowing facilities, under which a total of approximately £93m
was drawn at 15 January 2007. The Group remains in breach of financial covenants and did not make
an amortisation payment of £5m under the Senior Debt facilities which was due on 30 September
2006.

The principal borrower under the Senior and Mezzanine Debt is Danoptra Limited but the Company
has granted cross-guarantees and security in support of the borrowing by Danoptra Limited.

Notwithstanding the various events of default, since 30 September 2006, the various lenders, whilst
reserving their rights under the various loan documents, have not declared the loans due and payable
and have permitted normal operations to continue within reduced overall limits. The Directors of
Danoptra are in discussions with the Senior and Mezzanine Debt lenders as well as the lenders of the
2012 and 2013 Deep Discounted Bonds about a number of matters which we believe are likely to lead
to a solvent recapitalisation or reorganisation of the Group as a whole.

The solvent recapitalisation or reorganisation is expected to involve additional funding for the Group
together with the rescheduling of existing debt to enable the Group to operate in line with the revised
budget for the year ending 30 September 2007 and projections for the years ending 30 September
2008 and 2009, The Directors of Danoptra expect an agreement to be reached in the first quarter of
2007.

In addition, the directors of Danoptra are negotiating with the trustees of the Group’s pension schemes
on arrangements to meet current funding deficits and expect these will be concluded at the same time
as the recapitalisation of the Group.”

The Directors, having considered ail the circumstances and having made due enquiry, including taking
professional advice, believe it is appropriate that the Company’s financial statements are prepared on a going
concern basis. The use of the going concern basis assumes that there will be a solvent recapitalisation or
reorganisation of the Group which will place the Company on a viable footing for the future.

The Directors acknowledge that the prospects of a solvent recapitalisation or reorganisation of the Group,
although good, remain uncertain. In the event that it was not achieved, and consequently the going concern
basis was no longer appropriate, adjustments would be required to the financial statements to reflect these
different circumstances, including those to write down assets to their recoverable value, to reclassify fixed
assets as current assets and to provide for any further liabilities that may arise. It is not practicable to quantify
such adjusiments.

10




. Leisure Connection Limited

Notes to the financial statements
for the period ended 30 September 2005 (continued)

2 Accounting policies

The financial statements have been prepared in accordance with applicable Accounting Standards in the United
Kingdom. Accounts are drawn up to the close of business on the Sunday that is nearest to 30 September. A
summary of the more important accounting policies, which have been applied consistently throughout the peried
and the preceding period, is set out below. The company is exempt from preparing group accounts in accordance
with section 228 of Companies Act 1985 as the results are included in the consolidated accounts of Danoptra
Holdings Limited.

Prior year adjustment

The directors have considered the company’s accounting policies to ensure that they remain the most
appropriate and, in particular, have reviewed all aspects of revenue recognition along with developments in the
company’s businesses and in the industry. As a consequence, the results for the 52 weeks ended 26 September
5004 have been restated to reflect a change in accounting policy relating to the treatment of membership fees.
These are now spread over the expected membership period, whereas previously they were recognised in the
period of membership or deferred to cover notice conditions. The financial effect of this is a reduction to
opening reserves at 29 September 2003 of £1,965,000 and a reduction to the previously reported operating
profit in the 52 weeks ended 26 September 2004 of £472,000. The financial effect within the 53 weeks ended
2 October 2005 is a reduction of £151,000 to the operating profit. The accounting policy for membership fees
paid in advance is now more closely aligned to the accounting policies applied within the industry and is
consistent with the requirements of accounting standards.

Basis of accounting
The financial statements are prepared in accordance with the historical cost convention.

Turnover
Turnover represents amounts receivable for services provided and goods sold (excluding valued added 1ax).

Management fees received from leisure facility clients are recognised as turnover over the period to which they
relate. Any management fees received and not recognised as income are included within accruals and deferred
income. Advance ticket sales, course fees, upfront fixed term gym membership fees and 30 day gym
cancellation fees received by the company are released to income in the period in which the related event takes
place or to which the membership relates.

Tangible fixed assets
Tangible fixed assets are stated at purchase price together with any incidental costs of acquisition less
provision for depreciation and impairment.

Depreciation is provided on all tangible fixed assets in order to write off their cost by equal annual instalments
over their expected useful lives. The principal annual rates adopted are as follows:

- Fixtures, equipment and motor vehicles are depreciated at rates between four and six years, or the
remaining life of the management contract if shorter.

- Improvements to leisure facilities operated by the company are depreciated vver their useful economic
life, or the remaining life of the management contract if shorter.

Intangible assets — goodwill

Goodwill arising on the acquisition of businesses, representing any excess of the fair value of the consideration
given over the fair value of the identifiable assets and liabilities acquired, is capitalised and written off on a
straight line basis over its useful economic life, which does not exceed 20 years. Provision is made for
impairment.

Investments
Fixed asset investments are shown at cost less provision for impairment. Current asset investments are stated
at the lower of cost and net realisable value.



Leisure Connection Limited

Notes to the financial statements
for the 53 weeks ended 2 October 2005 (continued)

2 Accounting policies (continued)

Stocks
Stocks are valued at the lower of cost and net realisable value, less provision for slow moving, obsolete and
defective items.

Finance and operating leases

Assets obtained under finance leases are treated as if the asset had been purchased outright. The rentals are
treated as consisting of capital and interest elements. The capital element is applied to reduce the outstanding
obligations and the interest element is charged so as to give a constant rate of charge on the remaining balance
outstanding at each accounting period end. Assets held under finance leases are depreciated over the shorter of
the lease terms and the useful lives of equivalent owned assets.

Rentals paid under operating leases are charged to the profit and loss account in equal instalments over the
peried of the lease.

Capitalisation of finance charges and interest
Finance costs relating to the financing of leasehold improvements are capitalised at the weighted average cost of
the related borrowings up to the date of completion of the projects.

Deferred income
Advance ticket sales and course fees received by the company are released to income in the period in which the
related event takes place,

Taxation
Current tax, including UK corporation tax and foreign tax, is provided at amounts expected to be paid {or
recovered) using the tax rates and laws that have been enacted or substantively enacted by the batance sheet date.

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the balance
sheet date where transactions or events that result in an obligation to pay more tax in the future or a right to pay less
tax in the future have occurred at the balance sheet date. Timing differences are differences between the group’s
taxable profits and its results as stated in the financial statements that arise from the inclusion of gains and losses in
tax assessments in periods different from those in which they are recognised in the financial statements.

A net deferred tax asset is regarded as recoverable and therefore recognised only when, on the basis of all available
evidence, it can be regarded as more likely than not that there will be suitable taxable profits from which the future
reversal of the underlying timing differences can be deducted.

Deferred tax is measured at the average tax rates that are expected to apply in the periods in which the timing
differences are expected to reverse, based on tax rates and Jaws that have been enacted or substantively enacted by
the balance sheet date. Deferred tax is measured on the non-discounted basis.

Defined benefit pension schemes

The company operates contributory pension schemes, of the defined benefit type, for employees. The schemes
are administered by trustees and are independent of the company finances. Contributions are agreed with the
Trustees taking into account the recommendations of independent actuaries to enable the trustees to meet from the
schemes the benefits accruing in respect of current and future services.

Leisure Connection Staff Pension Scheme and Leisure Connection Final Salary Pension Scheme

Pension scheme assets are measured using market value. Pension scheme liabilities are measured using a
projected unit method and discounted at the current rate of return on a high quality corporate bond of equivalent
term and currency 1o the liability. The increase in the present value of the liabilities of the company’s defined
benefit pension schemes expected to arise from employee service in the period is charged to operating profit. The
expected return on the scheme’s assets and the increase during the period in present value of the scheme’s
liabilities arising from the passage of time are included in other finance income/(charges). Actuarial gains and
losses are recognised in the statement of total recognised gains and losses.
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Leisure Connection Limited

Notes to the financial statements
for the 53 weeks ended 2 October 2005 (continued)

2 Accounting policies (continued)

The pension scheme’s surpluses, to the extent that they are considered recoverable, or deficits are recognised in
full and presented on the face of the balance sheet net of the related deferred tax.

Defined contribution pension schemes

The company participates in defined contribution pension schemes. The amount charged to the profit and loss
account in respect of pension costs and other post-retirement benefits is the contributions payable in the period.
Differences between contributions payable in the period and contributions actually paid are shown as either
accruals or prepayments in the balance sheet.

Cash flow statement
During the period the company was a wholly owned subsidiary of Danoptra Holdings Limited and its cash flows

are included in the consolidated cash flow statement of that company. Consequently, the company is exempt under
the terms of Financial Reporting Standard No. 1 (Revised) from publishing its own cash flow statement.

3 Turnover

The turnover and operating profit for the period were derived from the company’s principal activity which was
carried out wholly in the United Kingdom.

4 Directors’ emoluments

53 weeks ended 52 weeks ended
2 October 26 September

2005 2004

£ £
Salary payments (including benefits in kind) 218,222 218,612
Pension costs 16,357 20,120
234,579 238,732

Retirement benefits are accruing to 3 directors under a defined contribution pension scheme (26 September
2004: 2 directors).

53 weeks ended 32 weeks ended
2 October 26 September

2005 2004
£ £
Highest paid director
Salary payments (including benefits in kind) 115,642 90,002
Pension contributions to a defined contribution pension scheme 9,571 9,000
125213 99,002




Leisure Connection Limited

Notes to the financial statements
for the 53 weeks ended 2 October 2005 (continued)

5  Employee information

The average monthly number of full-time equivalent persons employed by the company was:

53 weeks ended 52 weeks ended
2 October 26 September
2005 2004
Number Number
By activity
Leisure activitics 2,683 3,188
53 weeks ended 52 weeks ended
Z October 26 September
2005 2004
£ £
Staff costs (for the above persons)
Wages and salaries 31,565,807 34,771,701
Social security costs 2,119,909 2,300,756
Other pensions costs (see note 19) 415,418 477,753
34,101,134 37,550,210
6 Exceptional administrative expenses
53 weeks ended 52 weeks ended
2 October 26 September
2005 2004
£ £
Contract termination — loss of future profits (see below) {2,180,282) -
Provision for impairment of intangible fixed assets (see note 11) 12,364,137 -
Costs of reorganisation - 955,326
10,183,855 955,326

During the year, Leisure Connection terminated a contract for the management of leisure facilities which gave

rise to a profit of £2.2m after the surrender of the related assets.

14




Leisure Connection Limited

Notes to the financial statements
for the 53 weeks ended 2 October 2005 (continued)

7  Interest payable and other finance charges

53 weeks ended 52 weeks ended
2 October 26 September
2005 2004
£ £
Bank interest 6,105 1,571
On loan from parent company - 245315
6,105 246,886
53 weeks ended 52 weeks ended
2 October 26 September
2005 2004
£ £
Other finance costs (note 19) 35,000 30,000
8  (Loss)/profit on ordinary activities before taxation
53 weeks ended 52 weeks ended
2 October 26 September
2005 2004
£ £
(Loss)/profit on ordinary activities before taxation is stated after
charging:
Depreciation charge for the period:
Tangible owned fixed assets 4,928,022 4,756,393
Assets held under finance leases 4,527 23,064
Auditors’ remuneration: audit services 50,000 50,000
Costs of reparations to buildings managed by Leisure Connection 1,638,000 -
Goodwill amortisation 1,288,009 1,288,009

15




Leisure Connection Limited

Notes to the financial statements
for the 53 weeks ended 2 October 2005 (continued)

9  Tax on profit on ordinary activities

53 weeks ended 52 weeks ended
2 October 26 September
2005 2004
Restated
£ £
The tax charge based on the results for the period comprises:
UK corporation tax at 30% (2004: 30%)
Current 657,044 1,330,279
Adjustment in respect of prior period (410,811) (398,746)
Current tax charge 246,233 931,533
Deferred tax
Current 996,535 (109,230)
Adjustment in respect of prior period - 74,005
Corporation tax charge 1,242,768 896,308
The factors affecting the current tax charge for the period are explained below:
53 weeks ended 52 weeks ended
2 October 26 September
2005 2004
Restated
£ £
(Loss)/profit on ordinary activities before tax (11,384,423) 2,363,578
Tax on ordinary activities at the UK corporation tax rate of 30% (3,415,327) 709,073
(2004: 30%)
Effects of:
Non-deductible expenses 3,720,955 16,374
Tax effect of change in accounting policy (750,000) 141,600
Depreciation in excess of capital allowances - 145,655
Movement in short term timing differences - (36,426)
Movement in unprovided deferred tax 715,013 -
Goodwil! amortisation 386,403 386,403
UK Dividend income - (32,400)
Adjustments in respect of prior period (410,811) {398,746)
Current tax charge for the period 246,233 931,533




Leisure Connection Limited

Notes to the financial statements
for the 53 weeks ended 2 October 2005 (continued)

10 Dividends payable
26
2 October September
2005 2004
£ £
Ordinary final dividend of £nil (2004: £20) per share - 2,000,000
11 Intangible fixed assets
Purchased
goodwill
£
Cost
At 27 September 2004 25,760,178
At 2 October 2005 25,760,178
Amortisation
At 27 September 2004 4,508,032
Charge for the period 1,288,009
Provision for impairment 12,364,137
At 2 October 2005 18,160,178
Net book value
At 2 October 2005 7,600,000
At 26 September 2004 21,252,146

The carrying value of the goodwill has been reviewed by the directors and based on the company’s anticipated
future cash flows from trading operators in the foreseeable future discounted at 10%, the Board has decided
that it would be appropriate to recognise an impairment change of £12,364,137, reducing the carrying value of
goodwill at the balance sheet date to £7,600,000.
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. Leisure Connection Limited

Notes to the financial statements
for the 53 weeks ended 2 October 2005 (continued)

12 Tangible fixed assets
Improvements to  Fixtures, equipment
leisure facilities  and motor vehicles Total
£ £ £

Cost
At 27 September 2004 29,036,956 13,872,693 42,909,649
Additions 1,461,548 589,544 2,051,092
Disposals (2,809,498) (966,741) (3,776,239)
At 2 October 2005 27,689,006 13,495,496 41,184,502
Depreciation
At 27 Septernber 2004 13,434,076 10,865,367 24,299,443
Charge for the period 3,470,349 1,462,200 4,932,549
Disposals (862,213) (809,877) {1,672,090)
At 2 October 2005 16,042,212 11,517,690 27,559,902
Net book value
At 2 October 2005 11,646,794 1,977,806 13,624,600
At 26 September 2004 15,602,880 3,007,325 18,610,206

Fixed asset disposals principally relate to termination of a contract for the management of leisure facilities.
Finance costs capitalised within “Improvements to leisure facilities” included in additions during the period
amounted to £nil (2004: £nil). The aggregate amount of finance costs capitalised in the total cost above
amounts to £231,224 (2004: £231,224).

The net book value of assets held under finance leases amounted to £nil (2004: £4,527).
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