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The year under review for Western & Oriental has been a year of further progression on 
many fronts. The financial year generated a maiden profit before and after tax and an 
EBITDA profit (earnings before interest, tax, depreciation and amortisation) before 
Separately Disclosed Items. Overall, the trading year has been extremely difficult 
dominated by the ñcredit crunchò, the global financial crisis, the significant decline in the 
value of Sterling against its major trading currencies, the US Dollar and the Euro and 
health scares caused by Swine flu. These factors resulted in a significant fall in consumer 
confidence and reduced booking patterns materially. However, despite the challenging 
background, the group has continued to make significant progress in the areas of brand 
rationalisation and internal efficiency. 
 
Departure based sales for the year amounted to £57.6 million (2008: £62.7 million). This 
compares to £50.0 million of booked sales. The difference represents the unwinding of 
the forward order position, as customers are now booking much later in the cycle than 
previously. 
 
During the second half of the 2009 financial year we took the opportunity to significantly 
reduce the committed villa stock thereby reducing the overall risk profile of the group. The 
costs associated with this realignment of the business have been taken to Separately 
Disclosed Items. This is more fully described in the Financial Review. 
 
We have also continued to review the level of overheads in the group during the year. 
Further cost reductions were made in the second half of the year particularly in the 
Events business. These actions will further reduce costs as we move into the 2010 
financial year. 
 
During the year the group delivered an overall profit after tax (before non-recurring 
Separately Disclosed Items) of £44,000 compared to a loss after tax (before non-
recurring Separately Disclosed Items) in the previous year of £3.7 million.  
 
The group also generated an £0.4 million EBITDA profit before Separately Disclosed 
Items for the year compared to an EBITDA loss before Separately Disclosed Items of 
£1.8 million in 2008 (EBITDA is calculated as underlying operating profit / loss before the 
charge for depreciation and amortisation of £0.4m; 2008: £2.0m). The much improved 
results have largely been achieved by major reductions in overheads announced in last 
yearôs full year statement and the 2009 interim results.  
 
Order book 
 
The forward order book at 30 September 2009 amounted to £18.5 million (2008: £25.7 
million) which represents a fall of 28.0% year-on-year. The position at 30 September 
2009 is similar to that reported at 31 March 2009. The fall in the order book has come 
about due to two factors, namely the lack of consumer confidence in the Travel business 
where customers booking patterns have significantly shortened and in the Events 
business where a number of clients have reduced their plans for 2009 and 2010, 
especially in the automotive and financial sectors. 
 
During September and October 2009 consumer confidence appears to be improving and 
we are starting to see bookings return to more historic levels.    
 
ñOne brandò strategy 
 
During the year considerable progress has been made towards a ñone brandò strategy. 
The new generation of tour operating brochures are now all styled under the W&O Travel 
brand. Within that brand a number of the acquired businesses have been consolidated 
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into a single brochure, for example, Tropical Locations now includes India, the Caribbean 
and Arabia, as well as its traditional outbound destinations in Asia and the Indian Ocean. 
 
In the conference and incentive businesses we have again consolidated to a single 
brand, W&O Events, which is operated under one management team. This has improved 
the overall management and effectiveness of the division. 
 
It is anticipated that in addition to synergies, the above actions will provide a much 
improved platform for organic growth as we move into the 2010 financial year. 
 
Directors and senior management 
 
During the year we have added a further non-executive director to the board, Jeremy 
Goldberg. Jerry has a background in the leisure sector and has added to the overall skill 
base of the board. 
 
Post year-end we have also recruited a new Head of Sales and Head of Marketing for 
W&O Travel. These positions will assist the group in growing organic revenue in the new 
financial year. 
 
Outlook 
 
The outlook for 2010 shows some signs of an improving economy and much improved 
consumer confidence. Based on these improvements the board has decided to invest in 
organic growth in the Travel sector by spending more on marketing and recruiting highly 
qualified people to help grow the brand. 
 
Current trading is in line with the improving market conditions. We therefore view the 
outlook for 2011 and beyond with improved confidence. 
 
 
 
David Howell 
Chairman 
3 December 2009   
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Overview 
 
Operationally, 2009 has been a year of further consolidation and integration across all 
facets of the group. Within the Travel businesses we have moved rapidly towards a single 
brand, W&O Travel, for the majority of outbound destinations. Within the Events division 
we have fully integrated the business focussing activities to a single brand and operating 
structure. 
 
The successful integration and re-branding leave the Travel division well placed to take 
advantage of any improvement in consumer confidence in 2010. The group anticipates a 
gradual return to historic booking patterns, although we will continue to trade in a very 
competitive market place.  As consumer confidence grows it is anticipated that the Events 
sector will start to improve in late 2010 as customers once again start to book incentives 
for their sales teams and distributors.  
 
W&O Travel 
 
The majority of the 2010 brochures are now featured under the W&O Travel brand. We 
have consolidated into eight main brochures, although Regent Holidays will continue with 
four Citybreak brochures. The main brochures within Travel are Tropical Locations, Villa, 
Rainbowôs African and Indian Ocean destinations, Ski, Kids in the Med, the Ultimate 
Mediterranean Experience, South American Experience and Ranch America. 
 
By combining brochures to a single brand collection we are able to enhance the product 
offering and remove those destinations/hotels that generate low sales or little gross profit. 
It also enables us to focus more sharply our buying activity from those suppliers where 
we can achieve the best rates. The reorganisation will also deliver enhanced efficiencies 
in the marketing and product teams, and generate customer confidence. We now have a 
clearer organisation structure which brings further clarity to the branding of the division 
enabling us to improve communication and deliver a clear message to our customers and 
trade partners alike. Finally, the completion of the one brand strategy further enhances 
the high personal service delivered by our sales teams to customers. 
 
Towards the end of the 2009 financial year we successfully launched the first product, 
villas, to be sold using the dynamic packaging functionality in Travelink, our mid-office 
system. Dynamic packaging enables the customer to make an end-to-end booking online, 
without the need to talk to the sales teams. The product set will be further enhanced as 
we move into the 2010 financial year to include the less complicated travel plans. 
 
W&O Events 
 
All of the events businesses have now been integrated into a single brand under W&O 
Events. This has provided much better focus, reporting and management with short lines 
of communication and a single marketing group helping the sales teams focus on 
customers. 
 
In certain industry sectors 2009 has been an extremely difficult year especially in the 
financial and automotive sectors where customers have reduced or cancelled 
programmes.  We are left with little visibility in 2010 in those sectors. The pharmaceutical 
sector has continued to invest in events to stimulate sales, or launch new drugs to 
medical professionals. 
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Outlook 
 
As a consumer facing industry we have to continue to adapt to the changing nature of 
customer confidence and preferences. During the past twelve months we have seen a 
dramatic shift in customer confidence as the global recession, and all the uncertainties 
this brings, have weighed heavily on consumers. Booking patterns have shortened 
materially and all customers, businesses or individuals, have sought to achieve greater 
value for money putting increased pressure on margins. 
 
We enter the 2010 financial year with some improved confidence.  
 
We anticipate making progress in the Travel division as we invest in people and 
marketing to grow sales and take market share. The effect of these actions will be felt in 
2011 and 2012 profitability as we put the group back into organic growth mode. 
 
Within the Events division we anticipate the non pharmaceutical sectors starting to book 
events again toward the end of the 2010 financial year.  The benefit of these bookings will 
be recognised through the income statement in 2011. 
 
Ian Neale 
Group Managing Director 
3 December 2009  
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The 2009 full year consolidated accounts are presented under IFRS accounting policies.  
 
Sales 
 
Total departure based revenue for the year amounted to £57.6 million (2008: £62.7 
million), a decline of 8.1%. The Events business grew in the year from £19.8 million in 
2008 to £21.4 million. The Travel businesses declined from £42.9 million in 2008 to £36.2 
million in 2009, or 15.6%, as we rationalised the product portfolio by removing 
unprofitable destinations and repositioned the brands to take account of the difficult 
economic situation in the UK market. This performance is ahead of the majority of luxury 
travel operators who have all reported that 2009 was a difficult year. 
 
Gross profit 
 
The overall gross profit margin ended the year at 16.3% (2008: 15.5%), showing an 
improved sales mix with proportionally more income generated by the Events division 
where the overall margins are higher, partially countered by a reduction in margins in the 
Travel division due to increased competition. Gross margin is consistently calculated after 
the deduction of all variable costs that are sales based. 
 
Overheads 
 
Administration expenses before Separately Disclosed Items decreased from £13.5 million 
in 2008 to £9.8 million in 2009, reflecting the significant cost saving programmes 
announced at the end of the previous financial year and at the half year results 
announced in May 2009. We have continued to review the overhead expenditure during 
the year and have broadly matched the shortfall in Travel sales with a similar reduction in 
the overhead spend of that division. Central costs, included above, have also decreased 
from £3.5 million to £3.0 million, a reduction of 14.3%. As we move into 2010 the further 
actions taken during the 2009 financial year will have a positive effect on the level of 
spend in that year. 
 
EBITDA 
 
EBITDA profit before Separately Disclosed Items was £0.4 million (2008: loss £1.8 
million) for the year. The loss before tax amounts to £0.8 million compared to a 2008 loss 
£4.1 million. Of the £0.8 million loss depreciation and amortisation totals £0.4 million 
(2008: £2.0 million) and Separately Disclosed Items total £0.8 million (2008: £0.8 million).     
 
Separately Disclosed Items 
  
The Separately Disclosed Items in 2009 fall into three main categories: 
 

¶ The restructuring of the committed villa programme to refocus our product offering - 
£0.4 million 

¶ Redundancy and compensation costs to reduce the overall level of people in the 
group - £0.3 million 

¶ Asset write-downs where we have moved to single operating systems in both 
divisions - £0.1 million 
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Financing 
 
Total cash at 30 September 2009 amounted to £5.1 million (2008: £8.3 million). Of the 
overall cash £2.0 million is subject to certain restrictions and, therefore, is not available 
for general use. This has been used to support our on-going licences with the Civil 
Aviation Authority. Additionally, a further £0.3 million is deposited with Lloyds Bank plc to 
support the card acquiring services to enable the group to process credit card 
transactions. 
 
The year-on-year movement mainly relates to the reduction in the forward order book 
where customers pay advance deposits on their travel bookings. At 31 March 2009 the 
overall cash position was £5.7 million.  
 
David Howell 
3 December 2009  
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David Howell, aged 60 (Chairman) 

 
David has been Chairman of Western & Oriental since December 2005. David was Chief 
Financial Officer and main Board member of lastminute.com from July 2001 until July 
2005 and Group Finance Director of First Choice Holidays plc between 1997 and 2001. 
Prior to these appointments he held a number of Board positions with Central Transport 
Rental Group plc and GN Comtext Limited, a subsidiary of GN Great Nordic. David is a 
Non-Executive Director of The Berkeley Group Holdings plc, Aquis Hotel & Resorts SA 
and Blue 360 Grados SA. He was previously a Non-Executive Director of Nestor 
Healthcare Group plc from 1999 until October 2003 and Non-Executive Chairman of 
EBTM plc from July 2006 until February 2009. 
 
 
Ian Neale, aged 51 (Group Managing Director) 
 
Ian has extensive experience in the travel sector. His first appointment was with British 
Airways Speedbird holidays in 1976, where he held various positions during his 9 years. 
In 1985, Ian moved to The Travel Business Limited and headed up special events and 
conferences for a number of the UKôs leading blue chip companies. In 1988, Ian returned 
to main-stream tour operations with Tradewinds Faraway Holidays as UK Sales Manager. 
On leaving, Ian went on to be a co-founder of two niche travel companies namely Simply 
Tropix and Worldwide Sales & Marketing Limited. In 1999, Ian moved to online travel 
company deckchair.com as Commercial Director. This was subsequently sold two years 
later for £10 million. In May 2003, Ian joined Western & Oriental where he holds the 
position of Group Managing Director. 
 
 
Kerry Golds, aged 42 (Tour Operations Director) 
 
Kerry was appointed a director of Western & Oriental plc in April 2008. Kerry joined 
Western & Oriental in January 2007 and is now Tour Operations Director responsible for 
management of the groupôs tour operating businesses. Kerry previously held a number of 
positions with Travel2Travel4 between June 1985 and February 2006, playing a key 
senior management role throughout the development of that business. 
 
 
Pamela Harper, aged 53 (Non-Executive Director) (1 2) 

 
Pamela has been a non-executive director of Western & Oriental plc since July 2006 and 
is Chairman of the Remuneration Committee and the Senior Independent Director. 
Pamela is currently reviewing several opportunities in the branded sector. Pamela was 
previously Chief Executive Officer of Theo Fennell plc, the luxury jewellery brand, and 
prior to that Chief Executive Officer at Lambert Howarth Group plc. Between 1998 and 
2006, Pamela held three senior management positions at Burberry Group plc, most 
notably as Global Senior Vice-President of Accessories and Shoes. Before joining 
Burberry, Pamela held a number of senior roles in the international luxury goods sector, 
notably as Managing Director of Hermes (GB) Limited, and as Senior Vice President of 
Accessories - Worldwide for Alfred Dunhill Limited. Pamela began her career at Jaeger. 
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Alan Barber, aged 62 (Non-Executive Director) (1 2) 
 
Alan has been a non-executive director of Western & Oriental plc since January 2007 and 
is Chairman of the Audit Committee. He is currently Executive Chairman of Management 
Consulting Group plc and a non-executive director and Chairman of the Audit Committee 
of Invesco English & International Trust plc, JP Morgan Japanese Investment Trust plc, 
Witan Pacific Investment Trust plc and Impax Asian Environmental Markets PLC. He is a 
former non-executive director of lastminute.com plc and Teather & Greenwood plc and 
was a partner in KPMG until 2004.  
 
Jeremy Goldberg, aged 46 (Non-Executive Director) (1 2) 
 
Jerry was appointed to the board as an additional Non-Executive Director in May 2009.  
Jerry is a founding partner of Figaro Equity Growth Partners LLP, a partnership which 
supports LBOôs of businesses within the wider leisure sector. Between 1986 and 1999 
Jerry held a number of commercial roles at Unilever, SC Johnson Wax and Scottish & 
Newcastle. Between 2000 and 2004 Jerry was with Center Parcs Europe, firstly as Sales 
and Marketing Director and then as Chief Operating Officer.  From 2004 until 2007 Jerry 
was Operating Partner with MidOcean Partners LLP, a UK/US mid-cap private equity 
fund, with a role to develop the fundôs leisure sector investment strategy. 
 
 
1 member of the audit committee 
2 member of the remuneration committee 
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Directorsô report 
 
The directors present their report and the audited financial statements for the year ended 
30 September 2009. 
 
Principal activities, business review and dividends 
 
The principal activity of the group is that of a luxury and specialist tour operator and 
operator of conference and incentive businesses. A detailed review of the business of the 
group, the development and performance of the groupôs business activities during the 
financial year and future developments is given on pages 1 to 6. 
 
The principal risks and uncertainties facing the group are discussed on pages 12 to 14 of 
this report.  Key performance indicators used by the group have been included within the 
financial review. 
 
The consolidated income statement for the period is presented on page 28. The directors 
recommend that no dividend be paid. 
 
The board 
 
Details of members of the board at 3 December 2009 are set out on pages 7 and 8. 
Pamela Harper is nominated as the Senior Independent Director.   
 
The directors who held office during the year were: 
 
 Date appointed Date of cessation 
David Howell (Chairman) 2 December 2005 - 
Alan Barber (Non-Executive Director) 15 January 2007 - 
Jeremy Goldberg (Non-Executive Director) 29 May 2009 - 
Kerry Golds (Tour Operations Director) 29 April 2008 - 
Pamela Harper (Non-Executive Director) 25 July 2006 - 
Ian Neale (Group Managing Director) 9 December 2005 - 
   

 
Each executive director has a service agreement and each non-executive director has a 
letter of appointment, details of all of which are set out in the directorsô remuneration 
report on pages 19 to 24. A copy of any service agreement or letter of appointment is also 
available upon request to the Company Secretary.  
 
Any director appointed to the board since the last annual general meeting is required to 
retire and seek formal election by shareholders at the next annual general meeting. 
Following such election, each director is required to retire and seek re-election by 
shareholders at least every three years. The biographical details of the directors at the 
date of this report are given on pages 7 and 8.  
 
The board sets the companyôs strategy and policies and monitors progress towards 
meeting its objectives. To this end, it sets a budget for each financial year and conducts a 
formal strategy review annually. The board process also includes regular reviews of the 
companyôs financial performance and critical business issues. 
 
The company maintained directorsô and officers liability insurance throughout the financial 
year. 
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Board Effectiveness 
The board undertook a review of its effectiveness in November 2009. The review was 
undertaken internally through completion of an extensive questionnaire by all board 
directors. The questionnaire covered a range of areas including leadership and the role of 
the board, knowledge, skills and contribution of board members, the board process and 
the board committees. The questionnaires were completed confidentially and reviewed by 
the Company Secretary, an independent contractor not employed by the group. Board 
members did not have sight of other board memberôs questionnaires.  
 
Following review of the questionnaires the Company Secretary produced a report in 
relation to the general findings and the overall scores achieved in each area. This was 
reviewed with the Chairman and the results discussed by the board. The Chairman with 
the Senior Independent Director will be responsible for recommending to the board 
changes required in any areas of improvement identified by the review. A similar exercise 
will be undertaken by the board at the end of the 2010 financial year.  
 
Board Independence  
Alan Barber, Pamela Harper and Jerry Goldberg are considered by the board to be 
independent of management and free of any relationship which could materially interfere 
with the exercise of their independent judgement. All non-executive directors serving 
during the year received a fixed fee for their services but they do not receive any further 
benefits from the company.  
 
Advice and support 
Directors have access to independent professional advice if required and at the 
companyôs expense. This is in addition to the access which every director has to the 
confidential and independent advice of the Company Secretary. The Secretary is 
responsible for advising the board on corporate governance and legal matters and for 
ensuring that board procedures are followed. 
 
Board meetings 
The board normally meets ten times each year, but does meet on an ad-hoc basis at 
short notice where business needs require. Under the groupôs delegation of authority, the 
board has a schedule of matters reserved for its decision which includes: 

(a) setting budgets; 
(b) material capital commitments; 
(c) the entering into of any contract which is deemed by management to be material 

to the group; 
(d) the entering into of any joint ventures or licensing of any group brands; 
(e) the acquisition, disposal or starting up of any business or company; 
(f) the acquisition of any freehold property or entering into of any property lease; 
(g) the commencing or settling of major litigation;  
(h) the allotment of any shares; and  
(i) board appointments.  

 
Directors are given appropriate and timely information for each board meeting, including 
monthly reports and detailed management accounts on the current financial and trading 
position of the group. The board also receives updates in relation to all regulatory matters 
affecting the group and any material legal matters or potential litigation.  
 
During the year the board normally meets for a specific strategy planning session to 
discuss the position of the group more fully and medium and long term business strategy. 
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The board also has presentations from individual functions or in relation to specific 
projects at board meetings where appropriate; such presentations are made by non-
board senior managers from time to time and are designed to provide the board with 
visibility into the more detailed workings of the groupôs brands and functions. 
 
Chairman and Group Managing Director  
The Chairman and the Group Managing Director have distinct and separate roles within 
the group. 
 
The role of the Chairman is to conduct board meetings, meetings with shareholders and 
to ensure that all directors are properly briefed in order to take a full and constructive part 
in board discussions. He is responsible for evaluating the performance of the board as a 
whole to ensure that it is well placed to continue to improve its overall effectiveness. In 
addition, the Chairman is responsible for financial PR and all shareholder related matters, 
and with the Group Managing Director, makes recommendations in relation to strategy 
and proposed acquisitions. Since 1 October 2008 the Chairman has also had 
responsibility for the groupôs finance function and reports to the board on all financial 
matters of the group.  
 
The role of the Group Managing Director is to develop and recommend business 
strategies and processes to enable the group to meet shareholder expectations in relation 
to group performance. He has overall responsibility for the operations and marketing of 
the group and integration projects and, together with the Tour Operations Director, 
reports on these in detailed reports to the board at each meeting.  
 
Board structure  
The board has delegated authority to the following committees, through written terms of 
reference for each committee. A copy of the terms of reference of each committee are 
available from the Company Secretary. 
 
Audit committee  
The audit committee members are Alan Barber (Chairman), Jerry Goldberg and Pamela 
Harper. The committee normally meets at least three times a year to review the groupôs 
financial statements, financial reporting, accounting policies, audit issues raised and 
corporate governance matters. The groupôs external auditors normally attend each 
meeting, together with the Chairman and Group Financial Controller. The committee has 
a private meeting with the auditors at most meetings.  
 
Remuneration committee 
The remuneration committee members are Pamela Harper (Chairperson), Alan Barber 
and Jerry Goldberg. David Howell was a member of the Committee until 28 October 
2009. The committee meets at least twice a year to review the remuneration of the 
executive directors and senior management. Full details relating to remuneration policy 
and directorsô remuneration for the financial year under review are set out in the directorsô 
remuneration report on pages 19 to 24.  
 
Nominations committee  
The company does not have a fixed nominations committee and given the size of the 
group has decided that the board as a whole should undertake this role. When 
considering senior management and board appointments, external search consultants 
have been used in relation to certain appointments to ensure that a wide range of 
candidates are considered. An induction to the groupôs business is available to non-
executive directors on appointment and more detailed information and training in relation 
to group operations is available on an ad-hoc basis during the year. 
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Board attendance  
Attendance at board and committee meetings during the financial year to 30 September 
2009 for the directors at the date of this report was as follows:  
 
 Monthly 

board 
meetings 

Ad-hoc 
board 

meetings 

Audit 
Committee 

Remuneration 
Committee 

     

Alan Barber 9 (9) 2 (4) 2 (2) 2 (2)  

Jerry Goldberg  3 (3) 1 (1) - - 

Kerry Golds 9 (9) 4 (4) - - 

Pamela Harper 8 (9) 4 (4) 2 (2) 2 (2) 

David Howell 9 (9) 4 (4) - 2 (2) 

Ian Neale 9 (9) 3 (4) - - 

 
Figures in brackets denote the maximum number of meetings that each director could 
have attended. 
 
Governance matters 
In view of the companyôs AIM listing, it is not subject to the UK Listing Authority rules or 
the full provisions of the Combined Code. However the board believes that good 
corporate governance is important for all companies and looks to ensure that it considers 
corporate governance fully in its actions and processes.  
 
The board has reviewed the guidelines set out in the QCA Corporate Governance 
Guidelines for AIM Listed Companies and, other than in relation to David Howellôs 
membership of the Remuneration Committee during the year, the board believes that it 
has complied with these requirements during the financial year. David Howell ceased to 
be a member of the Remuneration Committee in October 2009 and the board believes it 
is now fully compliant with QCA Guidelines.   
 
There is a corporate governance statement outlining the groupôs board structure on the 
companyôs investor relations website www.westernorientalplc.com.  
 
This corporate governance section sets out what the board considers are the principal 
risks affecting the group and also the controls that it has in place to mitigate those risks.  
 
Principal risks and uncertainties 
The board reviewed and considered the principal risks faced by the group at its board 
meeting on 28 October 2009. 
 
The group previously had a strategy to acquire other companies and businesses to 
ensure growth of the group. This strategy ceased in 2008 and the group now seeks to 
consider organic growth areas for the business. Whilst acquisitions are inherently risky, 
seeking to grow the business organically also has inherent risk. Such a strategy requires 
additional marketing, increased staff levels and potential growth into destinations where 
the group may not have sufficient expertise. Such a growth strategy requires the use of 
cash and sufficient management expertise. The stability of the UK economy may have an 
effect on the ability of the company to raise sufficient funds or issue additional shares in 
order to progress this strategy. The senior management team was reduced in 2008 which 
could affect the ability of the board to effectively manage the operational performance of 
the group.  
 

http://www.westernorientalplc.com/
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To mitigate these risks the board has recently agreed to enhance the tour operating 
business with the appointment of a Head of Sales and a Head of Marketing. These 
individuals have the specific task of increasing group sales and customer reach. The tour 
operating business is also in the process of implementing a new CRM system through 
which it will be able to monitor customer spend and habits. Both the Tour Operations and 
Events businesses have been streamlined further over the last 18 months to focus each 
of the teams on their specific objectives.  
 
In addition the remaining senior management have extensive travel industry experience 
and experience in operating in difficult economic environments. As part of its monthly 
reviews, the board monitor cash levels, marketing spend and focus as well as sales by 
destination and distribution channel to ensure that return on marketing investment across 
the group is maintained at appropriate levels. Retention of senior management and the 
ability to recruit and motivate personnel in the future is vital both to manage future growth 
and the operational performance of the group. All senior executives have service or 
employment contracts with appropriate notice periods. 
 
As the group is regulated as a tour operator by the Civil Aviation Authority (CAA), there is 
a risk that the group will lose their ATOL licences which are required by law to trade as a 
tour operator. There is also a risk that the value of the various brands used by the group 
could be diminished or tarnished by the abuse or otherwise by unauthorised use by third 
parties. The CAA monitor the financial performance of the group on an ongoing basis. 
The board believes that there are reasonable levels of protection, management 
experience and CAA dialogue in place to mitigate these risks. 
 
There are a number of industry specific risks facing the group. The travel industry is very 
susceptible to the economic climate which may result in decreased personal travel spend 
and corporate spend on events and other unforeseen events such as political instability, 
regional hostilities, natural disasters or unusual weather. Any event that leads to 
decreased travel generally could have an adverse impact on the groupôs business. The 
tour operating market place is also increasingly competitive with suppliers selling directly 
to consumers online a particular threat. The board believes that the groupôs destination 
spread and specific expertise and personal customer service help to mitigate these risks 
and smooth seasonality. In addition, whilst the group does now take limited advance 
commitment in relation to its supplied product, the overall level of commitment does not 
expose the group to undue risk. 
 
The group has a significant conference and incentive business. The risk profile of this 
business is very different to that of tour operations with a higher reliance on a smaller 
number of customers and a relatively low volume of high value transactions. This 
business is particularly susceptible to decreased corporate spend during periods of poor 
economic conditions. However, the conference and incentive business has been built 
through relationships in a range of sectors all of which have differing economic cycles. In 
addition the board believes that the group gains a risk mitigation benefit from the 
combination of the Tour Operations division, a B2C business, and the Events division, a 
B2B business. The group obtains increased scale of flights and hotels providing better 
long term rates secured from larger supplier chains and reduced overall risk through 
greater diversity and different seasonal and economic trends. 
 
A proportion of the groupôs supplies are priced in foreign currencies, in particular US 
Dollars and Euros. The group mitigates this risk by taking out forward foreign currency 
contracts against its forecast commitments but the risk remains that adverse currency 
movements could impair future profitability or sales. 
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The group is susceptible to fraud from either customers or employees. All customers 
booking holidays with the tour operating business pay well in advance of travel and the 
level of fraudulent payments is low. The payment profile in relation to the conference and 
incentive business can differ but where full payment is not received in advance, a 
significant proportion of the event cost is paid in advance through a series of phased 
payments. The groupôs centralised tour operating back office system has a range of built-
in controls which monitor both potential customer and employee fraud.   
 
Financial risk management 
The Groupôs exposure to financial risks and its management of those risks is discussed in 
note 24 to these financial statements. 
 
Internal control and risk review  
The board of directors is ultimately responsible for the groupôs internal control and looks 
to ensure that the business can operate effectively and efficiently whilst also ensuring that 
internal and external reporting requirements are appropriate and that the group complies 
with applicable laws and regulations. The audit committee has been asked to monitor and 
review internal control matters on behalf of the board.  
 
In devising its future internal control policies, the directors will continue to have regard to 
the nature and extent of the financial impact that any failure in internal control would have 
on the business, the likelihood of such a failure materialising and the cost of controls 
required to mitigate against such failure. Amongst a number of operational controls, the 
tour operating business operates through a reservations and back office system which 
the board believes minimizes risks and improves and provides controls in relation to 
operational performance.  
 
The audit committee has not formally reviewed the effectiveness of the groupôs systems 
of internal control as recommended in the QCA Corporate Governance Guidelines. 
However, the committee has reviewed the principal risks outlined above and considered 
managementôs view on the level of business monitoring and internal controls in place. 
The review covered all material risks and the financial, operational and compliance 
controls and systems used to monitor these risks. Currently the key procedures that the 
directors have established to provide protection against business risks are as follows: 
 
(a) Control environment  
Each operating division has its own senior manager and a wider management team 
responsible for monitoring all operational matters under clearly defined lines of 
responsibility and through the group delegation of authority. In addition the tour operating 
division has a reservation and back office system which has in-built monitoring and 
checks to ensure that procedures are followed and booking processes reviewed and 
monitored by the central finance team. 
 
(b) Senior management team 
The board believes that the executive management team has sufficient experience within 
it to monitor the groupôs businesses and to react to changes in the travel market on a day 
to day basis.  
 
The executive directors regularly review the sales performance and cash position of each 
brand and division against budget, principal marketing and compliance matters and 
progress in relation to strategic projects. The senior management team has a clear 
responsibility for identifying risks to the group and underperforming businesses and for 
establishing procedures and action plans to mitigate and monitor such risks at an early 
stage. 
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(c) Financial reporting  
A detailed formal budgeting process for all businesses culminates in an annual group 
budget which is approved by the board. Sales and cash flow are monitored weekly by the 
executive directors and results are reported to the board monthly against budget. The 
group has a centralised group finance function whose reporting line is separate from 
business operations. As a result of the relatively small size of the group and the 
automated back office systems in place, there is currently no internal audit function nor is 
there any current intention to implement such a function. 
 
(d) Capital investment  
The group has clearly defined guidelines for capital expenditure. These include annual 
budgets, defined delegation of authority levels and detailed appraisal and due diligence 
procedures where businesses are being acquired.  
 
(e) Acquired businesses 
The majority of the businesses acquired by the group since 2006 are small and had ad-
hoc and owner manager direct controls within the business at the point of acquisition. All 
acquired businesses have been fully integrated into the group and are now subjected to 
group review and control. 
 
Internal Controls Assurance  
In view of the size of the group and its stage of evolution, the board considers that it has 
implemented sufficient controls and reviews to monitor the performance and internal 
control of the group. There will continue to be an ongoing process to identify, evaluate 
and manage the material risks faced by the group and procedures will continue to evolve 
further as the group grows. 
 
Internal controls are designed to manage but not eliminate the risk of failure to achieve 
business objectives and can only provide reasonable and not absolute assurance against 
the risk of material misstatement, fraud or loss. 
 
External auditors 
The audit committee keeps the scope and cost effectiveness of the external audit under 
review. An external review of potential new auditors was not carried out in the 2008/09 
financial year.  
 
However, the independence and objectivity of the external auditors will continue to be 
considered on a regular basis, with particular regard to the level of non-audit fees and 
their length of term in office. The split between audit and non-audit fees appears in note 
11 to the accounts on page 41. The non-audit fees were paid mainly in respect of taxation 
work. Such reviews were undertaken by separate teams within KPMG. The board 
considers that this is appropriate and does not affect the auditorsô independence or 
objectivity. 
 
Going Concern  
The directors, having taken into account the Groupôs forecast cash flow requirements for 
the foreseeable future, its net cash resources, regulatory compliance requirements and 
having made appropriate enquiries, consider that the group has adequate resources to 
continue operations for the foreseeable future and for this reason they continue to adopt 
the going concern basis in preparing the financial statements. Management also expect 
the forecast cash flow requirements to be substantially lower than those experienced in 
the year end 30 September 2009. 
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Employee and external responsibilities and involvement  
 
The board takes the companyôs responsibilities to all its stakeholders seriously and has 
adopted the following policies in relation to its staff, investors and customers; 
 
To our staff 
Western & Oriental will strive to provide a secure place of work where the skills and 
talents of all employees are recognised, appreciated and rewarded. Our people will 
be given the opportunity to grow and thrive in the organisation and be provided 
with the ability to participate in the ownership of the group.  
 
The company values the contributions that its employees make to the success of the 
business. Investment is made in the training, development and motivation of staff with 
particular focus on ensuring ongoing destination familiarisation trips for sales consultants 
in our tour operating businesses, meetings with product or geographic specific suppliers 
and training in relation to the groupôs reservations system. The company believes that 
such training increases customer service through better product knowledge than our 
competitors and that it produces a consistent high standard of customer care.  
 
The involvement of employees in the success of the business is encouraged through 
company-wide communications and functions. Management is encouraged to 
communicate with employees on corporate and individual matters and to provide 
information to enable employees to gain awareness of financial and economic factors 
affecting the group. The company uses employee meetings to provide information to 
them about the progress of the group. All employees are also granted share options in 
the company as soon as practical after they join the group.  
 
The company endorses the active application of equal opportunities, policies and 
programmes to provide fair and equitable conditions for all employees regardless of sex, 
family status, religion, creed, colour, ethnic origin, age or disability. Employees who 
become disabled during their working life will be retained in employment wherever 
possible and given help with rehabilitation or training. The group ensures, as far as is 
reasonably practicable, that a safe and healthy workplace and working environment is 
provided for all its employees to a standard which is required by law. 
 
To our investors 
We endeavour to provide investors with a good long term return on their 
investments and make all shareholders, however large or small, feel involved in the 
business through regular communications.  
 
The company places a great deal of importance on communication with its shareholders. 
Shareholders have direct access to the company, its reports and announcements via its 
website, www.westernorientalplc.com, which also outlines the current structure of the 
group and information in relation to the groupôs brands. The company responds to letters 
and e-mails from shareholders and customers on a wide range of issues. 
 
There is regular dialogue with individual institutional and large private shareholders as 
well as presentations after the interim and preliminary full year results. All shareholders 
have the opportunity to raise questions at the annual general meeting.  
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As at 3 December 2009, the directors are aware of the following substantial interests in 
shares of the company: 
 
Name Holding % 

Goldman Sachs International 30,000,000 13.16 

Fortelus Special Situations 25,050,000 10.99 

Cyrus Capital 15,720,000 6.90 

Nicholas Paul Gold    13,420,000 5.88 

Credit Agricole 13,220,000 5.80 

Allianz Insurance 12,400,000 5.44 

Albion Investments 10,000,000 4.39 

Schroder Ventures 8,000,000 3.51 

 
Other than disclosed above, the Directors are not aware of any person holding, or 
beneficially interested in, 3% or more of the ordinary share capital of the company. 
 
To our customers 
We want to understand the needs of our customers to enable us to provide the 
highest levels of product knowledge and service to meet their travel requirements 
and expectations. We also want to ensure that our customers always feel valued 
and that we offer them the best possible travel experience. 
 
Other governance matters 
Business ethics  
The group takes the view that corporate governance is not a matter for the board or its 
committees alone. Employees are made aware through employee communication and 
training as to how they should deal with customers, suppliers and other external bodies or 
individuals in order to safeguard the groupôs assets, keep accurate and reliable records 
and avoid conflicts of interest. Its principal message is that all employees must observe a 
code of conduct based on honesty, integrity and fair dealing. 
 
Environment issues  
The group believes that a travel business has a responsibility to conduct good 
environmental practice and to strive for improvement in its environmental impact. The 
efficient and effective use of resources makes sound commercial sense. Whilst the group 
has not yet developed an environmental policy, environment issues were considered in 
the design and the re-fit of its Central London office in 2007. In addition to a continuing 
programme of paper re-cycling within our offices, parts of the group have undertaken and 
contributed to external environmental projects.   
 
Charitable contributions 
During the period the group made charitable donations of £100 (2008: £nil). 
 
Supplier payment policy  
The group does not follow any standard or code on payment practice, its policy is to 
ensure that terms of payment specified and agreed with suppliers are not exceeded. 
Creditor days based on year end trade creditors for 2009 were 27 days (2008: 13 days). 
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Auditors 
 
KPMG Audit Plc have indicated their willingness to continue in office.  In accordance with 
section 489 of the Companies Act 2006, a resolution to re-appoint KPMG Audit Plc as 
auditor will be proposed at the annual general meeting in March 2010.  
 
The directors who held office at the date of approval of this report confirm that, so far as 
they are each aware, there is no relevant audit information of which the companyôs 
auditors are unaware. Each director has taken all the steps that he or she ought to have 
taken as a director to make themselves aware of any relevant audit information and to 
establish that the companyôs auditors are aware of that information. 
 
Annual general meeting 
 
The annual general meeting of the company is to be held on 31 March 2010 and the 
resolutions to be proposed at that meeting are set out in the notice of annual general 
meeting.  
 

 
 
Western & Oriental plc 
Company Registration No. 04450174 
 
Registered Office: 
Welby House 
96 Wilton Road 
London SW1V 1DW 
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Introduction 
The board has delegated authority to the remuneration committee to review and approve 
the annual salaries, incentive arrangements, service agreements and other employment 
conditions for the executive directors and members of the senior management team.  
 
The remuneration of non-executive directors is determined by the board as a whole and 
consists of fees for their services in connection with board, committee meetings and other 
relevant matters. 
 
The remuneration committee  
The members of the remuneration committee are Pamela Harper (Chairperson), Alan 
Barber and Jeremy Goldberg, all of whom are considered by the board to be independent 
non-executive directors. David Howell, who is not considered by the board to be 
independent, was a member of the committee until 28 October 2009.  
 
The committee formally met twice during the financial year under review, but had a 
number of ad-hoc discussions throughout the year on specific matters arising. All 
members of the committee at the time of the meeting were present for each meeting. 
 
David Howell took no part in deliberations when his own position or remuneration was 
discussed by the committee. Each executive director abstains from any discussion or 
voting at full board meetings on any remuneration committee recommendations where 
the recommendations have a direct bearing on his own remuneration package. The 
details of each executive directorôs individual package are set by the committee in line 
with agreed policies.  
 
Senior management remuneration structure 
The current remuneration structure for senior management was set in October 2007 and 
the committee has not made further significant changes to the structure in the year under 
review. However, in October 2009 PriceWaterhouse Coopers undertook a benchmark 
survey designed to give guidance to the committee in relation to base salaries for the 
executive directors.  
 
The remuneration policy and structure for the executive directors is as follows: 
 
Directorsô contracts 
Each executive director has a service agreement with the company. In order to ensure 
stability of management, each executive director has a service agreement which may be 
terminated by either party giving twelve monthsô notice.  
 
Salary 
Unless specific circumstances require, the committee seeks to set base salaries at lower 
quartile levels as compared with market benchmark levels. The base salary of each of the 
executive directors did not increase between October 2007 and September 2009 but 
each was increased by 5% with effect from 1 October 2009.    
 
Bonus 
The terms of the service agreement of each of the executive directors includes provision 
for an annual bonus to be set with a maximum earning capacity of 150% of base salary.  
 
Following discussion with management, for the 2008/09 financial year the committee put 
in place a bonus scheme with maximum earning capacity set at 100% of salary to reward 
the management team for achievement of results against specific EBITDA targets.  
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In light of the results of the group for that period, the committee agreed a bonus payment 
of 50% of base salary to each of the executive directors in relation to the 2008/09 
financial year. In addition, Ian Neale also received a discretionary bonus of £30k in 
relation to the 2008/09 financial year in light of the exceptional performance of the Events 
division.  
 
An annual bonus scheme with a maximum earning capacity set at 100%of salary has also 
been set for the 2009/10 financial year. To ensure that management are focussed on the 
achievement of both Revenue and EBITDA targets in the 2009/10 financial year, the 
committee has set bonus targets dependent on over achievement of results against 
budgeted targets as follows: 
 

a) up to 50% of salary based on satisfying certain group EBITDA targets; and 
b) up to 50% of salary based on satisfying certain group Revenue targets. 

 
EBITDA is defined as Earnings Before, Interest, Tax, Depreciation and Amortisation. No 
bonuses will be payable under either (a) or (b) above unless specific EBITDA 
performance levels are achieved.  
 
Bonus payments are non-pensionable. 
 
Share incentives  
A long term incentive plan is in place intended to produce a benefit in the median to upper 
quartile level. Conditional awards of shares will be released on the third anniversary of 
grant subject to continuing employment and the achievement of performance conditions.  
 
Details of all LTIP awards previously made to executive directors, together with their 
attached performance conditions, are set out below. The committee intends to grant new 
awards in relation to the 2009/10 financial year to executive directors in employment 
following the announcement of results for the 2008/09 financial year in December 2009. 
These awards will be granted with the same performance targets as those granted in 
October 2008.    
  
Share options were previously granted to senior management and details of these are set 
out below. The committee has decided that further share options will not be granted to 
executive directors.  
 
Shareholding guidelines 
The committee has a shareholding guideline in place for senior management which 
requires senior management to build up a shareholding equivalent to 125% of their base 
salary over a five year period; the Chairman is required to build up a shareholding of 
250% of base salary. 
 
Company car 
David Howell and Ian Neale have a continuing contractual entitlement to a fully expensed 
leased company car or a cash-equivalent of approximately £1,000 per month. Kerry 
Golds is entitled to the same contractual entitlement with effect from 1 October 2009.  
 
Pension  
None of the directors is entitled to pension contributions under the terms of their contract, 
although a stakeholder pension scheme is available to be used by all employees in the 
group. No executive directors had any pension contributions paid during the year.  
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Other benefits 
All executive directors are entitled to private health cover. David Howell and Ian Neale 
have a continuing contractual entitlement to life assurance and permanent health 
insurance cover. Kerry Golds is entitled to the same contractual entitlement with effect 
from 1 October 2009.  
 
None of the directors receive any other benefits.  
 
Full details and the value of remuneration and incentives paid to executive directors in the 
financial year under review is provided below. 
 
Non-executive director fees 
Each non-executive director has a letter of appointment setting out the terms of their 
appointment; their contract may be terminated by either party giving 3 monthsô notice. 
Each non-executive director was entitled to an annual fee of £20,000 during the 2008/09 
financial year.  
 
Share price performance 
 
The share price performance of the company benchmarked against the FTSE AIM All 
Share Index for the financial year ended 30 September 2009 was as follows: 
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Total directorsô remuneration 
 
Set out below is an analysis of the remuneration received by directors who served during 
the year. Where the individual was appointed a director or ceased to be a director during 
the year the amount shown is for the period of appointment.  
 

 Basic 

salary/fees 

Ãô000 

 

Bonus 

Ãô000 

Benefits in 

Kind   

Ãô000 

2009 

Total 

Ãô000 

2008 

Total 

Ãô000 

Alan Barber 20 - - 20 25 

Jeremy Goldberg (1) 7  - - 7 n/a 

Kerry Golds (2) 100 50 2 152 52 

Pamela Harper 20 -  - 20 25 

David Howell 145 73 38 256 219 

Ian Neale 130 95 32 257 196 

      

Total 422 218 72 712 517 

 
1. Appointed as a director on 29 May 2009 
2. Prior year amounts for Kerry Golds relate to part of 2007/08 financial year only. 

 

The benefits in kind for David Howell and Ian Neale include the provision of company car 
and related expenses, private medical insurance, life assurance and permanent health 
insurance. The benefit in kind for Kerry Golds relates to the provision of private medical 
insurance. No director received any pension contributions during the year. 
 
There were no other payments to directors or former directors during the year.  
 

Directorsô interests 
 
The following table shows a summary of the interests of all the directors over the shares 
of the company. Specific details in relation to the grants of share options and LTIP 
awards are shown in the further tables below. 
 

 

1 October 2008 (or date of 
appointment if later) 

30 September 2009 (or upon 
ceasing to be a director if earlier) 

       

 

Ordinary 
shares Options LTIPs 

Ordinary 
shares Options LTIPs 

Alan Barber 850,000 - - 1,500,000 - - 

Jeremy Goldberg (1) - - - - - - 

Kerry Golds - 491,803 1,818,182 - 491,803 3,980,344 

Pamela Harper  1,000,000 - - 1,000,000 - - 

David Howell 508,750 2,066,756 5,272,727 842,083 2,066,756 11,542,997 

Ian Neale 73,440 882,726 2,363,636 406,773 882,726 5,174,446 

 
1. Appointed as a director on 29 May 2009 
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The breakdown of the share options held by directors is as follows: 
 

 1   
October 

2008  

30 
September 

2009 

Exercise 
price (p) 

Date of grant Date from which 
exercisable 

Expiry date 

       

Kerry Golds 491,803 491,803 15.25 15 January 2007 15 July 2007 14 January 2017 

David Howell 454,541 454,541 22.00 3 January 2006 2 July 2006 2 January 2016 

David Howell 703,125 703,125 16.00 7 December 2006 6 June 2007 6 December 2016 

David Howell 909,090 909,090 11.00 10 December 2007 10 June 2008 10 December 2017 

Ian Neale 110,000 110,000 40.00 1 June 2004 30 November 2004 31 May 2014 

Ian Neale 295,454 295,454 22.00 3 January 2006 2 July 2006 2 January 2016 

Ian Neale 250,000 250,000 15.00 9 January 2007 8 July 2007 8 January 2017 

Ian Neale 227,272 227,272 11.00 10 December 2007 10 June 2008 10 December 2017 

       

Total 3,441,285 3,441,285     

 

No further share options for any of the directors were granted, exercised or lapsed during 
the year.  
  
The breakdown of LTIP awards held by directors is as follows: 
 
 

  
1 

October 
2008 

Granted 
during the 

year 

30 
September 

2009 
Date of Award 

Release Date of 
Award subject to 

satisfaction of 
performance 

conditions 

            

Kerry Golds 1,818,182 - 1,818,182 10 December 2007 10 December 2010 

Kerry Golds - 2,162,162 2,162,162 3 October 2008 3 October 2011 

David Howell 5,272,727 - 5,272,727 10 December 2007 10 December 2010 

David Howell - 6,270,270 6,270,270 3 October 2008 3 October 2011 

Ian Neale 2,363,636 - 2,363,636 10 December 2007 10 December 2010 

Ian Neale - 2,810,810 2,810,810 3 October 2008 3 October 2011 

 

 

    Total 9,454,545 11,243,242 20,697,787 

   
No LTIP awards were exercised or lapsed during the year.  
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The awards granted on 10 December 2007 are to be released:    
 

(a) subject to a total shareholder return underpin target under which the company 
must exceed the return of the AIM index over the three year performance period; 
and 

(b) subject to satisfaction of the following share price targets over the three year 
performance period: 

(i) 20% of the award will be released if the share price is an average of at 
least 9p for 30 days at the end of the holding period; and 

(ii) 100% of the award will be released if the share price is an average of 
at least 16p for 30 days at the end of the holding period.  

 
The award will be released on a straight line basis between these points.  
 
The targets are absolute targets over the performance period and re-testing is not 
permitted. 

 
The awards granted on 3 October 2008 are to be released:    
 

(a) subject to a total shareholder return underpin target under which the company 
must exceed the return of the AIM index over the three year performance period; 
and 

(b) subject to satisfaction of the following share price targets over the three year 
performance period: 

(i) 20% of the award will be released if the share price is an average of at 
least 6p for 30 days at the end of the holding period; and 

(ii) 100% of the award will be released if the share price is an average of 
at least 12p for 30 days at the end of the holding period.  

 
The award will be released on a straight line basis between these points.  
 
The targets are absolute targets over the performance period and re-testing is not 
permitted. 

 
No other directors hold any option grants or LTIP awards over the shares of the company. 
 
 
Pamela Harper 
Remuneration Committee Chairperson 
3 December 2009 
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The directors are responsible for preparing the Directors' Report and the group and 
parent company financial statements in accordance with applicable law and regulations. 
 
Company law requires the directors to prepare group and parent company financial 
statements for each financial year. As required by the AIM Rules of the London Stock 
Exchange they are required to prepare the group financial statements in accordance with 
IFRSs as adopted by the EU and applicable law and have elected to prepare the parent 
company financial statements in accordance with UK Accounting Standards and 
applicable law (UK Generally Accepted Accounting Practice). 
 
Under company law the directors must not approve the financial statements unless they 
are satisfied that they give a true and fair view of the state of affairs of the group and 
parent company and of their profit or loss for that period. In preparing each of the group 
and parent company financial statements, the directors are required to: 
Å select suitable accounting policies and then apply them consistently; 
Å make judgments and estimates that are reasonable and prudent; 
Å for the group financial statements, state whether they have been prepared in 

accordance with IFRSs as adopted by the EU; 
Å for the parent company financial statements, state whether applicable UK Accounting 

Standards have been followed, subject to any material departures disclosed and 
explained in the financial statements; and 

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

 
The directors are responsible for keeping adequate accounting records that are sufficient 
to show and explain the parent company's transactions and disclose with reasonable 
accuracy at any time the financial position of the parent company and enable them to 
ensure that its financial statements comply with the Companies Act 2006. They have 
general responsibility for taking such steps as are reasonably open to them to safeguard 
the assets of the group and to prevent and detect fraud and other irregularities. 
 
The directors are responsible for the maintenance and integrity of the corporate and 
financial information included on the company's website. Legislation in the UK governing 
the preparation and dissemination of financial statements may differ from legislation in 
other jurisdictions.  
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We have audited the financial statements of Western & Oriental plc for the year ended 30 
September 2009 set out on pages 28 to 65. The financial reporting framework that has 
been applied in the preparation of the group financial statements is applicable law and 
International Financial Reporting Standards (IFRSs) as adopted by the EU. The financial 
reporting framework that has been applied in the preparation of the parent company 
financial statements is applicable law and UK Accounting Standards (UK Generally 
Accepted Accounting Practice). 
 
This report is made solely to the company's members, as a body, in accordance with 
sections 495 and 496 of the Companies Act 2006. 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 explained more fully in the Directors' Responsibilities Statement set out on page 25, 
the directors are responsible for the preparation of the financial statements and for being 
satisfied that they give a true and fair view. Our responsibility is to audit the financial 
statements in accordance with applicable law and International Standards on Auditing 
(UK and Ireland). Those standards require us to comply with the Auditing Practices 
Board's (APB's) Ethical Standards for Auditors. 
 
Scope of the audit of the financial statements 
A description of the scope of an audit of financial statements is provided on the APB's 
web-site at www.frc.org.uk/apb/scope/UKNP. 
 
Opinion on financial statements 
In our opinion: 
Å the financial statements give a true and fair view of the state of the group's and of the 
parent company's affairs as at 30 September 2009 and of the group's loss for the year 
then ended; 
Å the group financial statements have been properly prepared in accordance with IFRSs 
as adopted by the EU; 
Å the parent company financial statements have been properly prepared in accordance 
with UK Generally Accepted Accounting Practice; 
Å the financial statements have been prepared in accordance with the requirements of the 
Companies Act 2006. 
 
Opinion on other matter prescribed by the Companies Act 2006 
In our opinion the information given in the Directors' Report for the financial year for which 
the financial statements are prepared is consistent with the financial statements. 
 
 
 
 
 
 
 
 
 
 
 

http://www.frc.org.uk/apb/scope/UKNP
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Matters on which we are required to report by exception 
We have nothing to report in respect of the following matters where the Companies Act 
2006 requires us to report to you if, in our opinion: 
Å adequate accounting records have not been kept by the parent company, or returns 

adequate for our audit have not been received from branches not visited by us; or 
Å the parent company financial statements are not in agreement with the accounting 

records and returns; or 
Å certain disclosures of directors' remuneration specified by law are not made; or 
Å we have not received all the information and explanations we require for our audit. 

 
 

 
   
A Jalif 
 (Senior Statutory Auditor) 
for and on behalf of KPMG Audit Plc, Statutory Auditor 
Chartered Accountants 
8 Salisbury Square 
London EC4Y 8BB 
 
3 December 2009 
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Note 
2009 
Ãô000 

 2008 
Ãô000 

Continuing operations     
REVENUE  57,644  62,724 
Cost of sales  (48,247)  (52,988) 

                                           
 
GROSS PROFIT  9,397  9,736 

Administrative expenses  (10,228)  (14,314) 
                                           
OPERATING LOSS  (831)  (4,578) 
Analysed as:     

Underlying operating profit before central costs  3,086  1,439 
Central costs  (2,981)  (3,471) 
                                           
Underlying operating profit/ (loss)  105  (2,032) 
Separately disclosed items 7 (799)  (750) 
(Loss)/ profit on fair value of derivatives 24 (2)  89 
Amortisation of business combination intangibles 13 (65)  (1,800) 
Share based payments 25 (70)  (85) 

  (831)  (4,578) 
Financial income  8 73  499 
Financial expenses 8 (27)  (40) 

                                           

NET FINANCE INCOME 8 46  459 
                                           

LOSS BEFORE TAX  (785)  (4,119) 
Income tax 10 30  552 

                                           
 
LOSS FOR THE YEAR FROM CONTINUING OPERATIONS  (755)  (3,567) 

Discontinued operations     
Loss for the year from discontinued operations 6 -  (857) 
                                           
LOSS FOR THE YEAR ATTRIBUTABLE TO EQUITY 
HOLDERS OF THE PARENT  (755)  (4,424) 
                                           
Loss per Share (pence)     
 
From continuing and discontinued operations:     
 
Basic and diluted (pence) 12 (0.33)p  (1.95)p 
 
From continuing operations     
 
Basic and diluted (pence)  (0.33)p  (1.57)p 

 
Underlying operating profit or loss from continuing operations is defined by the company as operating 
profit or loss before amortisation of intangible assets, goodwill impairment, share based payments, 
profits and losses on fair value of derivatives and separately disclosed items. 
 
Central costs in continuing operations are defined by the Company as the unallocated corporate 
expenses as disclosed in the segmental analysis note.
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 Note 

2009  2008 

Ã000ôs  Ã000ôs 

Assets     
     

Non-current assets     

Goodwill 13 17,189  17,189 

Intangible assets 13 94  132 

Property, plant and equipment 14 998  1,045 

Deferred tax assets 23 15  14 

 
  18,296 

 
18,380 

Current assets     

Inventories 15 52  83 

Trade and other receivables 16 7,320  6,591 

Derivative financial instruments 24 93  95 

Cash and cash equivalents 17 5,144  8,262 

 
  12,609 

 
15,031 

Total assets  30,905 
 

33,411 

     

Equity and liabilities     

     

Capital and reserves     

Issued capital 18 1,140  1,140 

Share premium 19 23,367  23,367 

Reserves 19 1,196  1,126 

Retained earnings 19 (8,974)  (8,156) 

Total equity attributable to equity holders of 
the parent 19 

 
16,729 

  
17,477 

     

Non-current liabilities     

Obligations under finance leases 20 48  126 

Deferred tax liabilities 23 -  7 

  48  133 

Current liabilities     

Trade and other payables 21 14,058  15,430 

Obligations under finance leases 20 70  95 

Provisions 22 -  276 

  14,128 
 

15,801 

Total liabilities  14,176 
 

15,934 

Total equity and liabilities  30,905  33,411 
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2009  2008 

Ã000ôs  Ã000ôs 

Loss for the period  (755)  (4,424)  

Adjustments for:     

Net finance income recognised in profit and loss  (46)  (459) 

Taxation income recognised in profit and loss  (30)  (552) 
Loss / (gain) on revaluation of derivatives at fair value 
through profit and loss  

 
2 

 
(89) 

Loss on sale of property, plant and equipment  5  97 

Goodwill impairment charge on discontinued operations  -  324 

Depreciation and amortisation  367  2,028 

Net foreign exchange (loss)/ gain  (63)  18 

Equity-settled share-based payment expenses  70  85 

Cash flow from operations before changes in working 
capital and interest  

(450) 
 

(2,972) 

(Increase) / decrease in trade and other receivables  (729)  437 

Decrease in inventories  31  11 

(Decrease) / increase in trade and other payables  (1,240)  1,261 

(Decrease) in provision  (276)  -  

Cash flow from operations before interest  (2,664)  (1,263) 

Interest paid  (27)  (40) 

Interest received  77  381 

Income taxes rebate/ (paid)  8  (115) 

Cash flows from operating activities  (2,606)  (1,037) 

Investing activities 

 

   

Acquisition of property, plant and equipment  (260)  (543) 

Acquisition of intangible assets  (27)  (46) 

Acquisition of subsidiaries, net of cash acquired  (145)  (3,645) 

Investment in liquid funds  (2,260)  - 

Proceeds from sale of property, plant & equipment  -  29 

Net cash used in investing activities  (2,692)  (4,205) 

 
Financing activities 

 
 

 
 

Finance lease repayments  (76)  (27) 

Net cash from financing activities  (76)  (27) 

 
 

   

Net (decrease) in cash and cash equivalents 

 

(5,374) 
 

(5,269) 

Cash and cash equivalents at start of period 
 

8,262  13,413 

Restricted cash balances  
 

2,260  - 

Effect of foreign exchange on cash held 
 

(4)  118 

Cash and cash equivalents at end of period 
 

5,144  8,262 

 
Bank balances and cash 

 
5,144  8,262 

 



Western & Oriental plc. 
CONSOLIDATED STATEMENT OF RECOGNISED INCOME AND EXPENSE 
For the year ended 30 September 2009 

 

Western & Oriental plc Annual report 2009  31 

 

Notes 

2009  2008 

Ã000ôs  Ã000ôs 

     
Exchange differences on translation of foreign 
operations 19 (63)  18 

 
Net (cost) / income recognised directly in equity 

 
(63)  18 

 
Loss for the period 

 
19 (755)  (4,424) 

Total recognised income and expense for the 
period attributable to equity shareholders of the 
Parent 

 

(818)  (4,406) 
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1. REPORTING ENTITY 
Western & Oriental plc (ñthe Companyò) is a company incorporated and domiciled in the 
United Kingdom.  The group financial statements consolidate those of the Company and 
its subsidiaries (together referred to as ñthe Groupò).  The parent company financial 
statements present information about the Company as a separate entity and not about its 
group. 
 

The group financial statements have been prepared and approved by the directors in 
accordance with EU-adopted International Financial Reporting Standards (Adopted 
IFRS).  The Company has prepared its parent company financial statements in 
accordance with UK GAAP; these are presented on pages 59 to 65. 
 
2. BASIS OF PREPARATION 
The financial statements are prepared on the historical cost basis, except for derivative 
financial instruments which have been stated at fair value.   
 
The directors, having taken into account the Groupôs forecast cash flow requirements for 
the foreseeable future, its net cash resources, regulatory compliance requirements and 
having made appropriate enquiries, consider that the group has adequate resources to 
continue operations for the foreseeable future and for this reason they continue to adopt 
the going concern basis in preparing the financial statements. Management also expect 
the forecast cash flow requirements to be substantially lower than those experienced in 
the year end 30 September 2009. 
 

IFRS 1 grants certain exemptions from the full requirements of other Adopted IFRSs on 
transition.  The Group has not restated figures in relation to business combinations that 
took place prior to 1 October 2006 and has set the cumulative translation differences on 
the translation of the Groupôs foreign subsidiary to zero at 1 October 2006.  The Group 
had a policy of revaluing freehold land and building under UK GAAP and no longer does 
so under Adopted IFRS. The revaluation reserve has been set to zero at 1 October 2006 
and the fair value at the date of transition has been used as the deemed cost. 
 
In accordance with the provisions of IFRS 2, the group has recognised an expense in 
respect of all share based awards granted after 7 November 2002 that had not vested at 
1 October 2006.  
 
The preparation of financial statements in conformity with Adopted IFRSs require 
management to make judgments, estimates and assumptions that affect the application 
of accounting policies and the reported amounts of assets, liabilities, income and 
expenses.  Actual results may differ from these estimates. 
 
Estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to 
accounting estimates are recognised in the period in which the estimates are revised and 
in any future periods affected. 
 
Information about significant areas of estimation uncertainty and critical judgements in 
applying accounting policies that have the most significant effect on the amounts 
recognised in the consolidated financial statements is included in the following notes: 
 
Note 13 ï measurement of the recoverable amounts of cash generating units containing 
goodwill 
Note 24 ï valuation of financial instruments 
Note 25 ï measurement of share based payments 
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3. ACCOUNTING POLICIES 
The principal accounting policies are set out below. 
 

BASIS OF CONSOLIDATION 
The group financial statements consolidate the financial statements of the Company and 
its subsidiaries.  Subsidiaries are entities controlled by the Group.  Control exists where 
the Group has the power to govern the financial and operating policies of an entity so as 
to obtain benefits from its activities. 
 

The financial statements of subsidiaries are included in the group financial statements 
from the date that control commences until the date control ceases. 
 

Where necessary, adjustments are made to the financial statements of subsidiaries to 
bring their accounting policies into line with those adopted by the Group. 
 

GOODWILL 
In respect of business combinations that have occurred since 1 October 2006, goodwill 
represents the excess of the cost of the acquisition over the Groupôs interest in the net 
fair value of the identifiable assets, liabilities and contingent liabilities of the business 
acquired.  When the excess is negative (negative goodwill), it is recognised immediately 
in the income statement. 
 

Goodwill is stated at cost less any accumulated impairment losses.  Goodwill is allocated 
to cash-generating units and is not amortised but is tested annually for impairment. 
 

As part of its transition to Adopted IFRS, the Group elected to restate only those business 
combinations that occurred on or after 1 October 2006.  In respect of business 
combinations prior to 1 October 2006, goodwill is included on the basis of its deemed 
cost, which represents the amount recorded under the Groupôs previous accounting 
framework, UK GAAP, being the goodwill arising on acquisition less any subsequent 
amortisation and impairment. 
 

IMPAIRMENT 
The carrying value of the Groupôs assets is reviewed at each balance sheet date to 
determine whether there is any indication of impairment.  If any such indication exists, the 
assetôs recoverable amount is estimated. 
 

For goodwill, assets that have an indefinite useful life and intangible assets that are not 
yet available for use, an impairment test is carried out annually. 
 
An impairment loss is recognised whenever the carrying value of an asset or its cash-
generating unit exceeds its recoverable amount.  Impairment losses are recognised in the 
income statement. 
 

INTANGIBLE FIXED ASSETS 
Intangible fixed assets are stated at cost, or fair value when acquired as part of a 
business combination, at the time of acquisition less accumulated amortisation and 
impairment losses. 
 

Amortisation is provided on all intangible assets with a finite useful economic life and 
charged to the income statement over the expected useful life as follows: 
 

Computer software Over 3 - 5 years 
Order book of acquired businesses Over the period to which travel relates 
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PROPERTY, PLANT AND EQUIPMENT 
Items of property, plant and equipment include properties which have been stated at 
deemed cost, representing the fair value of the properties at 1 October 2006 less 
accumulated depreciation.  Other items of property, plant and equipment are stated at 
cost less accumulated depreciation. 
 

Depreciation is charged in the income statement on a straight-line basis over the 
estimated useful economic lives of each part of an item of property, plant and equipment.  
Freehold land is not depreciated.  The estimated useful lives for the current and 
comparative period are as follows: 
 

Freehold buildings Over 50 years 
Computers and equipment Over 5 years 
Furniture, fixtures and fittings Over 4 years or the life of the lease 
Other assets Over 5 years 
 
LEASED ASSETS AND OBLIGATIONS 
Where assets are financed by leasing agreements under which the Group assumes 
substantially all the risks and rewards of ownership (ñfinance leasesò), the assets are 
treated as if they had been purchased outright.  The amount capitalised is the lower of the 
fair value of the asset and the present value of the minimum lease payments payable at 
inception of the lease.  The corresponding leasing commitments are shown as liabilities. 
 

Lease payments are treated as consisting of capital and interest elements, and the 
interest is charged to the income statement in proportion to the remaining balance 
outstanding. 
 

All other leases are ñoperating leasesò and the annual rentals are charged to the income 
statement on a straight line basis over the lease term. 
 

REVENUE 
Revenue represents the invoiced value, net of Value Added Tax and other sales taxes, of 
goods sold and services provided to customers outside the Group.  When the Group acts 
in the capacity of an agent rather than as the principal, the revenue recognised is the net 
amount of commission recognised by the Group. 
 

Revenue is recognised at the point at which it is earned as follows: 
Travel operator businesses     -  on the date of departure 
Travel agency businesses     -  on the date of booking confirmation 
Conference and incentive businesses -  on the date of the event or travel as appropriate 
 

FOREIGN CURRENCIES 
Monetary assets and liabilities denominated in foreign currencies are translated to the 
functional currency at the rate of exchange ruling at the balance sheet date.  Transactions 
in foreign currencies are translated to the functional currency and the Groupôs 
presentational currency, Sterling at the rate ruling at the date of the transaction.  All 
differences are taken to the income statement. 
 

Assets and liabilities of overseas subsidiaries, including goodwill and fair value 
adjustments arising on consolidation are translated to the Companyôs functional currency 
at the rate ruling at the balance sheet date and their results are translated at the average 
rate for the year.  Exchange differences arising are dealt with through a foreign currency 
reserve.  When a foreign operation is disposed of, the relevant amount in the foreign 
currency reserve is transferred to retained earnings. 
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NON DERIVATIVE FINANCIAL INSTRUMENTS 
Non-derivative financial instruments comprise trade and other receivables, cash and cash 
equivalents and trade and other payables. 
 

Non derivative financial instruments are recognised initially at fair value.  Subsequent to 
initial measurement, the non-derivative financial instruments are measured at amortised 
cost using the effective interest method and in respect of trade and other receivables, 
less any impairment losses. 
 

DERIVATIVE FINANCIAL INSTRUMENTS 
The Group enters into forward foreign currency contracts to economically hedge certain 
foreign currency transactions.  The Group does not enter into derivative financial 
instruments for trading purposes. 
 

The forward foreign currency contracts are recognised at fair value, being the market 
value and any subsequent gain or loss is recognised immediately in the income 
statement. 
 

SHARE CAPITAL 
Ordinary shares are classified as equity.  Incremental costs directly attributable to the 
issue of ordinary shares and share options are recognised as a deduction from equity, net 
of any tax effects. 
 

INVENTORIES 
Inventories represent third party store vouchers and similar items held for resale.  
Inventories are stated at the lower of cost and net realisable value. 
 

BROCHURE COSTS 
Brochure costs are recognised as a prepaid expense until the brochures are available for 
use, at which point the costs are charged to the income statement. 
 

SHARE BASED PAYMENTS 
The group operates a number of share option schemes and a share award scheme for 
employees.  Under IFRS 2 the fair value of the employee services received in exchange 
for participation in the scheme is recognised as an expense.  The fair value of the 
expense is measured using an option valuation model taking into account the terms and 
conditions upon which the options were granted.  The fair value of the options granted to 
employees at the grant date is recognised as an employee expense and is spread over 
the period in which the employees become unconditionally entitled to the options with a 
corresponding increase in equity. 
 

TAXATION 
Income tax comprises current and deferred tax and is recognised in the income statement 
except to the extent that it relates to items recognised directly in equity, in which case it is 
recognised in equity. 
 
Current tax is the expected tax payable on the taxable income for the year, using tax 
rates enacted or substantively enacted at the reporting date, and any adjustment to tax 
payable in respect of prior years.  
 

Deferred tax is recognised using the balance sheet method, providing for temporary 
differences between the carrying amounts of assets and liabilities for financial reporting 
purposes and the amounts used for taxation purposes.  Deferred tax is not recognised for 
the temporary difference arising on the initial recognition of assets or liabilities in a 
transaction that is not a business combination and that affects neither accounting nor 



Western & Oriental plc. 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
for the year ended 30 September 2009 
 

36  Western & Oriental plc Annual report 2009 

taxable profit.  In addition, deferred tax is not recognised for taxable temporary 
differences arising on the initial recognition of goodwill.  Deferred tax is measured at the 
tax rates that are expected to be applied to the temporary differences when they reverse, 
based on the laws that have been enacted or substantively enacted by the reporting date. 
 

A deferred tax asset is recognised to the extent that it is probable that future taxable 
profits will be available against which the temporary difference can be utilised.  Deferred 
tax assets are reviewed at each reporting date and are reduced to the extent that it is no 
longer probable that the related tax benefit will be realised. 
 
Deferred tax liabilities are recognised for all taxable temporary differences associated 
with investments in subsidiaries except to the extent that the parent company is able to 
control the timing of the reversal of the temporary difference and it is probable that the 
temporary difference will not reverse in the foreseeable future, in which case no deferred 
tax liability is recognised. 
 

CASH AND CASH EQUIVALENTS 
Cash, for the purposes of the cash flow statement, comprises cash in hand and deposits 
repayable on demand, less overdrafts repayable on demand.  Cash which is not available 
for general use by the Group is referred to as Restricted cash.  Such Restricted cash is 
presented within Cash and cash equivalents in the balance sheet, however, it is classified 
as liquid funds for the purposes of the cash flow statement. 
 
PROVISIONS 
A provision is recognised if, as a result of a past event, the Group has a present legal or 
constructive obligation that can be measured reliably, and it is probable that an outflow of 
economic benefits will be required to settle the obligation.  Provisions are determined by 
discounting the future cash flows at a pre-tax rate that reflects current market 
assessments of the time value of money and the risks specific to the liability. 
 
SEGMENT REPORTING 
A segment is a distinguishable component of the Group that is engaged either in 
providing related products or services (business segment), or in providing products or 
services within a particular economic environment (geographical segment), which is 
subject to risks and returns that are different from those of other segments.  Segment 
information is presented in respect of the Groupôs business and geographical segments.  
The Groupôs primary reporting format for segment reporting is based on business 
segments.  The business segments are determined based on the Groupôs management 
and internal reporting structure. 
 
Segment results, assets and liabilities include items directly attributable to a segment as 
well as those that can be allocated on a reasonable basis.  Unallocated items mainly 
comprise corporate assets and head office expenses.  Segment capital expenditure is the 
total cost incurred during the period to acquire property, plant and equipment and 
intangible assets. 
 

4. NEW STANDARDS AND INTERPRETATIONS NOT YET ADOPTED 
The following standards and amendments to standards and interpretations have been 
endorsed for use in the EU, but are not yet effective for the year ended 30 September 
2009 and have not been applied in the preparation of these financial statements: 
IFRS 8 Operating Segments, IAS1 (Revised) Presentation of Financial Statements, IFRS 
3 (Revised) Business Combinations, IFRS 2 Share Based Payment ï Vesting Conditions 
& Cancellations are not expected to have a material impact on the financial statements of 
the Group.  Adoption of these standards is mandatory for the Groupôs financial 
statements for the year ended 30 September 2010. 
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5. SEGMENTAL REPORTING 

BUSINESS SEGMENTS 
The Group comprises the following main business segments: 
- Tour operations; and 
- Conference and incentives. 

SEGMENT REVENUE AND SEGMENT RESULT 
               2009         2008 
               Ãô000        Ãô000 
Continuing operations      
Revenue      
Tour operations   36,273  42,945 
Conference and incentives   21,371  19,779 

   57,644  62,724 

Underlying operating profit/(loss) 
 
 

 
   

Tour operations   902  (222) 
Conference and incentives   2,184  1,661 
Unallocated corporate expenses   (2,981)  (3,471) 

   105  (2,032) 

Share based payments, amortisation of 
intangibles, separately disclosed items, 
valuation of derivatives, financing & taxation 

 
 

   
Tour operations   (496)  (423) 
Conference and incentives   (202)  (607) 
Unallocated corporate (expenses) / income   (162)  (505) 

   (860)  (1,535) 

Profit/(loss)  for the year from continuing 
operations 

 
 

   
Tour operations   406  (645) 
Conference and incentives   1,982  1,054 
Unallocated corporate expenses   (3,143)  (3,976) 

   (755)  (3,567) 

      
Discontinued operations      
Revenue      
Tour operations   -  2,003 

      

Underlying operating loss 
 
 

 
   

Tour operations   -  (534) 

      
Share based payments, impairment of 
goodwill, amortisation of intangibles, 
separately disclosed items, valuation of 
derivatives, financing & taxation 

 
 

   
Tour operations   -  (323) 

      
Loss for the year from discontinued 
operations 

 
 

   
Tour operations   -  (857) 

      
Consolidated revenue for the year   57,644  64,727 

      
Consolidated loss for the year   (755)  (4,424) 

 
Revenue reported above represents revenue generated from external customers.  There were 
no inter-segment sales in the year (2008: £nil). 
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5. SEGMENT REPORTING (continued) 
 
SEGMENT ASSETS AND LIABILITIES 
               2009         2008 
               Ãô000        Ãô000 
      
Assets      
Tour operations   17,333  18,277 
Conference and incentives   12,497  12,633 
Unallocated corporate assets   1,075  2,501 

   30,905  33,411 

Liabilities      
Tour operations   7,262  8,319 
Conference and incentives   5,550  6,136 
Unallocated corporate liabilities   1,364  1,479 

   14,176  15,934 

 
OTHER SEGMENT INFORMATION 
               2009         2008 
               Ãô000        Ãô000 
      
Depreciation and amortisation      
Tour operations   159  1,032 
Conference and incentives   32  843 
Unallocated corporate expenses   176  153 

   367  2,028 

Additions to non-current assets      
Tour operations   241  2,273 
Conference and incentives   4  270 
Unallocated corporate assets   42  284 

   287  2,827 

Non-cash (income) / expenses other than 
depreciation and amortisation 

     

Tour operations   (70)  (262) 
Conference and incentives   -  (296) 
Unallocated corporate expenses   17  (4) 

   (53)  (562) 

 
Materially, the group has one geographical segment, being the UK. 
 

6. DISCONTINUED OPERATION 
 

In September 2008 the Group closed down its operations in Germany.  The comparative 
income statement shows the discontinued operation separately from continuing operations. 
 
RESULTS OF THE DISCONTINUED OPERATION 
               2009         2008 
               Ãô000        Ãô000 
      
Revenue   -  2,003 
Expenses   -  (2,860) 

Loss for the year   -  (857) 
      
Basic and diluted loss per share (pence)   -  (0.38)p 

 
No tax charge or credit was recognised in the results of the discontinued operation.  
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6.    DISCONTINUED OPERATION (continued) 
 

CASH FLOWS USED IN DISCONTINUED OPERATION 
               2009         2008 
               Ãô000        Ãô000 
      
Net cash used in operating activities   -  399 
Net cash used in investing activities   -  76 

Net cash used in discontinued operation   -  475 

 
 
 

7. SEPARATELY DISCLOSED ITEMS 
               2009         2008 
               Ãô000        Ãô000 
      
Restructuring costs   298  415 
Villa business restructuring ï new systems 
and contract re-negotiation 

  
406 

 
- 

Discontinued systems costs   95  - 
Aborted acquisition costs   -  242 
Impact of the credit crunch   -  93 

   799  750 

 
2009 
RESTRUCTURING COSTS 
During the year the Group restructured its central management team incurring non-recurring 
charges of £298,000 in respect of redundancy and other termination payments. 
 
VILLA BUSINESS RESTRUCTURING COSTS 
During the year the Group restructures its Villa operations renegotiating the programme, 
limiting the committed contracts and implementing new systems resulting in a net cost of 
£406,000. 
 
DISCONTINUED SYSTEMS COSTS 
During the year the Group ceased to use legacy reservation systems at a cost of £95,000. 
 
2008 
ABORTED ACQUISITION COSTS 
The Group incurred costs of £242,000 in respect of due diligence and legal work on potential 
acquisition targets.  Where in 2008 this has not resulted in an acquisition taking place, the 
costs have been separately disclosed.  
 
IMPACT OF THE CREDIT CRUNCH 
The Group incurred additional costs as a result of the collapse of airlines and travel agents in 
the previous financial year of £93,000. 
 

8. NET FINANCE INCOME 
               2009         2008 
               Ãô000        Ãô000 
Financial income      
Bank interest receivable   77  381 
Retranslation of foreign currency cash 
balances 

  
(4) 

 
118 

   73  499 
      
Financial expenses      
Interest on obligations under finance leases   (27)  (40) 
      

Net finance income   46  459 
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9. PERSONNEL EXPENSES 
   2009  2008 
   No.  No. 
The average number of persons (including 
directors) employed by the group during the 
year was: 

  

 

 

 
Sales and reservations   92  105 
Office and management   57  85 

   149  190 

      
   2009  2008 
   Ãô000  Ãô000 
Personnel expenses for the above persons:      
Wages and salaries   5,582  6,397 
Social security costs   581  595 
Equity settled share-based payment 
transactions 

  
70 

 
85 

   6,233  7,077 

 
Detailed information concerning Directorsô remuneration and interests over shares is set out in 
the Directorsô remuneration report on pages 19 to 24.  
 
No pension costs were incurred by the Group during the year (2008: £nil). 
 

 
10. INCOME TAXES 

   2009         2008 
   Ãô000        Ãô000 
Current tax      

UK Corporation tax at 28% (2008: 29%)   -  - 
Adjustments in respect of prior years   22  - 

      
Deferred tax      
Arising on the origin and reversal of 
temporary differences 

   
8  552 

      

Total tax credit for the year   30  552 

 
The deferred tax credit arises on the reversal of temporary differences between the carrying 
value of intangible assets in the financial statements and the amounts used for taxation 
purposes. 
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10. INCOME TAXES (continued) 
 

The total tax credit for the year can be reconciled to the accounting loss as follows: 
 
               2009         2008 
               Ãô000        Ãô000 
      
Loss from continuing operations   (785)  (3,567) 
Loss from discontinued operations   -  (857) 
Income tax   -  (552) 

Loss from operations   (785)  (4,976) 

      
Income tax credit at UK statutory rate of 
28% (2008 - 29%) 

  
(220)  (1,393) 

      
Unrecognised current year tax losses   199  796 
Expenses not deductible for tax purposes   13  95 
Non taxable income   -  (25) 
Change in UK tax rates   -  (25) 
Adjustment in respect of prior period   (22)  - 

Current tax credit for the year   (30)  (552) 

   
The standard rate of income tax changed from 30% to 28% with effect from 1 April 2008. 

 
 
11. INCOME, EXPENSES AND AUDITOR REMUNERATION 

 2009 2008 
 Ãô000 Ãô000 

Loss for the year is stated after charging/(crediting):   
Auditorsô remuneration (see below) 165 431 
Loss on disposal of property, plant and equipment - 97 
Depreciation and impairment of property, plant and 
equipment 302 193 
Amortisation of intangible assets   
- Other 65 1,835 
Rentals payable under operating leases   
- Plant and machinery 92 82 
- Other assets 283 290 
Share based payment charge 70 85 
Impairment of goodwill - 324 

                                     
 

 
Auditorsô remuneration is further analysed as follows:   

- Audit of these financial statements 49 101 
- Audit of subsidiary financial statements 59 115 
                                     

 108 216 
Tax services       

- Advisory services 20 9   
   

Other advisory services       
- Transaction services 37 206 
                                     

 165 431 
                                     

 
In addition a further £nil (2008: £211,000) of non audit fees were paid to the group auditors 
which has not been charged to the profit or loss, relating principally to transaction services and 
which has been capitalised as part of the cost of acquisitions made during the year.   
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12. LOSS PER SHARE 
 

Basic loss per share is based on the earnings attributable to ordinary shareholders divided by 
the weighted average number of ordinary shares outstanding during the year.  

 
   2009 2008 
     
     
Loss for the year (Ãô000)   755 4,424 
Weighted average number of shares   227,908,553 226,469,965 
Basic and fully diluted loss per share 
(pence) 

  
(0.33p) (1.95)p 

 

 
WEIGHTED AVERAGE NUMBER OF SHARES 
   2009 2008 
     
     
Issued ordinary shares at 1 October   

227,908,553 220,049,999 
Effect of shares issued in December 2007   - 6,419,966 
                                           
Weighted average number of shares  at 
30 September 2009 

  
227,908,553 226,469,965 

                                           
 
The group has no dilutive potential ordinary shares because it is loss making and the impact 
of any further share issue is anti-dilutive. 
 
The following potential ordinary shares are not dilutive and are therefore excluded from the 
weighted average number of shares for the purposes of diluted earnings per share. 
 

   2009 2008 
   No. ó000 No. ó000 
     
Share option schemes and Long Term 
Incentive Plan 

  
34,619 24,708 
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13. INTANGIBLE ASSETS 

 
 

 
Goodwill 
Ãô000 

Other intangible 
 assets 
Ãô000 

 
Total 
Ãô000 

COST    
At 1 October 2007 15,838 1,485 17,323 
Acquisitions 4,158 468 4,626 
Additions (2,332) 42 (2,290) 
Disposals - (1,800) (1,800) 
                                                    
At 1 October 2008 17,664 195 17,859 
Additions - 27 27 
Disposals - (27) (27) 
                                                    
At 30 September 2009 17,664 195 17,859 
                                                    
    
    
AMORTISATION AND IMPAIRMENT 
LOSSES    
At 1 October 2007 151 28 179 
Amortisation for the year - 1,835 1,835 
Impairment loss 324 - 324 
Disposals - (1,800) (1,800) 
                                                    
At 1 October 2008 475 63 538 
Amortisation for the year - 65 65 
Disposals - (27) (27) 
                                                    
At 30 September 2009 475 101 576 
                                                    
    
CARRYING AMOUNTS    
At 30 September 2009 17,189 94 17,283 
At 30 September 2008 17,189 132 17,321 
                                                    

 
ADDITIONS TO GOODWILL IN THE YEAR ENDED 30 SEPTEMBER 2009 
Additions to other intangible assets of £27,000 arose on capitalisation of software 
developments. 
Disposal of other intangible assets of £27,000 relates to the remaining balance on the 
forward order book.  
 
ADDITIONS TO GOODWILL IN THE YEAR ENDED 30 SEPTEMBER 2008 
Adjustments to the consideration paid for earn-out agreements were made in respect of 
Key2Holidays Limited, Villa Select Limited, Galka Golden Tours and Rainbow Tours Limited 
resulting in a reduction of goodwill arising on acquisition of £2,350,000. 
 
Other net additions to goodwill of £18,000 arose on the finalisation of consideration paid for 
Eclipse Conference Management Limited, Villa Select Limited and Key2Holidays Limited. 
 
IMPAIRMENT LOSS IN THE YEAR ENDED 30 SEPTEMBER 2008 
During the last financial year, the Group made the decision to close its German operations.  
As a result of the closure, the carrying amount of goodwill on the German operation of 
£324,000 was impaired and written off to the income statement, within the loss for the year 
from discontinued operations.
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13. INTANGIBLE ASSETS (continued) 

 
ANNUAL IMPAIRMENT TEST 
 
For the purpose of impairment testing, goodwill is allocated to the Groupôs operating 
divisions, being Tour Operations and Conference & Incentives, which represent the lowest 
level within the Group at which goodwill is monitored for internal management purposes.  
The carrying amount of goodwill is allocated to the operating segments as follows: 
 
               2009         2008 
               Ãô000        Ãô000 
      
Tour operations   12,200  12,200 
Conference & Incentives   4,989  4,989 
                                   
   17,189  17,189 
                                    
The recoverable amount of goodwill has been determined based on value in use. 
 
The Group recognises Tour operations and the Conference and incentives business as 
separate cash generating units (CGUôs). The calculation of the recoverable amount for each 
CGU has been based upon the Groupôs budget for the forthcoming financial year (2010) and 
its forecasts for 2011 and 2012, approved by the board. A terminal value approach has been 
used to determine the net present value of the cash flows of the CGU into perpetuity; a 
growth rate of up to 2% (consistent with managementôs expectations and external sources 
of information) has been used for the calculations for each of the CGUôs.  Estimated cash 
flows have been discounted at a pre-tax discount rate of 10% for Travel and 13% for Events.   
 

The key assumptions inherent in the budget principally relate to revenues and gross 
margins as summarised below. 
 
Tour operations revenue is forecast to grow by 27% in 2010, 27% in 2011, and 7% in 2012, 
driven largely through the Groupôs focus on organic growth. Gross margins are forecast at 
15.6% for the projected period, compared to 13.5% experienced in 2009, with the 
improvements expected from the Groupôs focus on organic growth.    
 
Conference and incentives forecast a 33% decline in revenue for 2010 followed by organic 
growth of 28% in 2011 and 22% in 2012, reflecting a return to current trading levels. Gross 
margins are forecast to decline to 14.3% for 2010 and increase to 16% for 2011 and 2012. 
 
Overhead costs are forecast to decrease at a rate of 6% for 2010 and increase at rate of 
10% for 2011 and 2012.  After 2012, the cash flows for both CGUôs have been extrapolated 
with a growth rate not exceeding 2.0%, consistent with the Bank of Englandôs inflation target 
over the medium term.    
 
Cash flows have been discounted at a pre-tax rate of 10% for Travel and 13% for Events.  
These were discount rates were based upon the weighted average cost of capital of other 
listed companies in the same sectors as the Groupôs CGUôs with a premium reflecting the 
size and risk differentials of the Group compared to other companies in the respective 
sectors and represents the rate at which the directors believe the Group could secure 
finance for these businesses. 
 
For the Tour operations business, the above estimates are particularly sensitive to a 
reduction in the growth rate and the gross margin: 

¶ a reduction in revenue by approximately 9% (with gross margins at the forecast 
rates)  would result in the recoverable amount being equal to its carrying amount.   

¶ a reduction in the gross margin to 14.1% (with revenue at the forecast levels) would 
result in the recoverable amount being equal to its carrying amount  
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The Conference & Incentives business is not particularly sensitive to any of the above 
estimates. 

 

14. PROPERTY, PLANT AND EQUIPMENT 

 
 

Freehold 
land and 
buildings 
Ãô000 

Computers 
and 

equipment 
Ãô000 

Furniture, 
fixtures  

 and fittings 
Ãô000 

Other 
assets 
Ãô000 

Total 
Ãô000 

COST OR DEEMED 
COST 

 
    

At 1 October 2007 185 299 497 96 1,077 
Additions - 377 167 - 544 
Disposals - (52) (122) (63) (237) 
                                                                                 
      
At 1 October 2008 185 624 542 33 1,384 
Acquisitions - - - - - 
Additions - 243 1 16 260 
Disposals - - - (6) (6) 
                                                                                 
At 30 September 2009 185 867 543 43 1,638 
                                                                                 
 
DEPRECIATION AND IMPAIRMENT 
LOSSES 

  

   
At 1 October 2007 10 128 70 49 257 
Charge for the year 4 76 107 6 193 
Disposals - (40) (28) (43) (111) 
                                                                                 
      
At 1 October 2008 14 164 149 12 339 
Charge for the year 4 202 91 5 302 
Disposals - - - (1) (1) 
                                                                                 
At 30 September 2009 18 366 240 16 640 
                                                                                 
 
CARRYING AMOUNTS  

 
   

At 30 September 2009 167 501 303 27 998 
At 30 September 2008 171 460 393 21 1,045 
                                                                                 

 
FAIR VALUES USED AS DEEMED COST 
Included within Freehold land and buildings above is £185,000 (2008: £185,000) of land and 
buildings which were recorded at fair value being deemed cost at date of adoption of IFRS. 
 
LEASED ASSETS 
The carrying amounts of furniture, fixtures and fittings includes £209,000 (2008: £254,000) in 
respect of assets held under finance leases. 
 
SECURITY 
There is a fixed charge on the freehold land and buildings of £30,000 (2008: £30,000). 
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15. INVENTORIES  2009 
Ãô000 

2008 
Ãô000 

                               
Store vouchers and similar items 52 83 

                               
The cost of store vouchers and similar items that were expensed within operating costs in 
2009 was £616,000 (2008: £749,000).  During the year the group recorded no additional 
inventory valuation allowances (2008: £nil). 
 

16. TRADE AND OTHER RECEIVABLES 2009 
Ãô000 

2008 
Ãô000 

 
Trade receivables 3,158 2,539   
Other receivables  627  646  
Prepayments and accrued income 3,535     3,406 

                               
 7,320 6,591 
                               
 
 
 

17. CASH AND CASH EQUIVALENTS 2009 
Ãô000 

2008 
Ãô000 

Bank balances 5,144 8,262 
                               

 

Of the overall cash £2.3 million is restricted (2008: £nil). An amount of £2.0m has been used to 
support the Groupôs on-going licences with the Civil Aviation Authority which is subject to a fixed 
charge. Additionally, £0.3 million is deposited with Lloyds Bank plc (2008: £0.3m) to support the 
card acquiring services to enable the Group credit card transactions. 

   
 
 

18. SHARE CAPITAL Number of 
Shares 

  
 

 ó000s  Ãô000 
AUTHORISED:    
2008    
Ordinary shares of 0.5p each 500,000  2,500 
    
2009    
Ordinary shares of 0.5p each 500,000  2,500 
                                              
ALLOTTED, CALLED UP AND FULLY PAID:    
At 1 October 2008 - 227,908,553 ordinary shares of 0.5p 
each 227,909 

 
1,140 

    

At 30 September 2009 ï 227,908,553 ordinary shares of 
0.5p each 227,909 

 
1,140 

 

 
The holders of ordinary shares are entitled to receive dividends that may be declared in the future 
and are entitled to one vote per share at meetings of the Company. 

 

No dividend is proposed or paid in the year (2008: £nil).
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19. CAPITAL AND RESERVES 

 
 

Share 
capital 
Ãô000 

Share 
premium 
Ãô000 

 

Merger 
reserve 
Ãô000 

Share based 
payment 
reserve 
Ãô000 

Currency 
reserve 
Ãô000 

Retained 
earnings 
Ãô000 

Total 
Ãô000 

        
At 1 October 2007 1,100 23,367 - 222 - (3,756) 20,933 
Total recognised 
income and expense - - 

 
- 

 
- 

 
18 

 
(4,424) 

 
(4,406) 

Shares issued 40 - 826 - - - 866 
Transfer to retained 
earnings 

 
- 

 
- 

 
- 

 
- 

 
(18) 

 
18 

 
- 

Share based payment - - - 78 - 6 84 
                                                                                                                 
        
At 1 October 2008 1,140 23,367 826 300 - (8,156) 17,477 
Total recognised 
income and expense - - 

 
- 

 
- 

 
(63) 

 
(755) 

 
(818) 

Transfer to retained 
earnings 

 
- 

 
- 

 
- 

 
- 

 
63 

 
(63) 

 
- 

Share based payment - - - 70 - - 70 
                                                                                                                 
At 30 September 
2009 1,140 23,367 826 370 - (8,974) 16,729 
                                                                                                                 
 
 
SHARE BASED PAYMENT RESERVE 
The share based payment reserve comprises the cumulative share based payment expense 
recognised in equity in accordance with IFRS 2. 
 
MERGER RESERVE 
The merger reserve comprises amounts recognised on issue of shares on acquisition of 
subsidiaries under section 131 of the Companies Act 1985. 
 
CURRENCY RESERVE 
The currency reserve comprises all foreign currency differences arising from the translation 
of the financial statements of foreign operations. 
 

20. OBLIGATIONS UNDER FINANCE LEASES 
 

Finance lease liabilities are payable as follows: 
 

 2009 2008 
 
 Future 

minimum 
lease 

payments 
Ãô000 

Interest 
Ãô000 

Present 
value of 

minimum 
lease 

payment 
Ãô000 

Future 
minimum 

lease 
payments 
Ãô000 

Interest 
Ãô000 

Present 
value of 

minimum 
lease 

payment 
Ãô000 

Within 1 year 83 (13) 70 122 (22) 100 
Within 2 to 5 years 55 (7) 48 138 (17) 121 

 
 
  

 
  

 
  

 
  

 
  

 
  

 138 (20) 118 260 (39) 221 
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21. CURRENT TRADE AND OTHER PAYABLES 2009 
Ãô000 

2008 
Ãô000 

 
Trade payables   3,796 2,189 
Deferred consideration on business combinations - 145 
Other payables 737   448 
Accruals and deferred income 9,525   12,648 
                               
 14,058 15,430 
                               
 
 

22. PROVISIONS 

  

Run-off 
Costs 
Ãô000 

 
Run-off costs    
At 1 October 2008   276 
Utilised during the period   (276) 
                  
At 30 September 2009   - 
                  
 
The provision for run-off costs is to settle the outstanding liabilities of the now discontinued 
operations in Germany has been fully utilised in the year. 
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23. RECOGNISED DEFERRED TAX ASSETS AND LIABILITIES 
  
Deferred tax assets and liabilities are attributable to the following: 
 

 Assets Liabilities Net 
 2009 

Ãô000 
2008 
Ãô000 

2009 
Ãô000 

2008 
Ãô000 

2009 
Ãô000 

2008 
Ãô000 

 
Tangible assets 14 

 
14 

 
- 

 
- 

 
14 14 

On business combination 
intangible assets - 

 
- 

 
(7) 

 
(7) 

 
(7) (7) 

Other provisional movements  1 - 7 - 8 - 
                                                       
At 30 September 2009 15 14 - (7) 15 7 
                                                       
 
Movement in temporary differences during the year: 
 

 
 

Opening 
balance 
Ãô000 

Recognised 
in income 
Ãô000 

Business 
combinations 

Ãô000 

 
Other 
Ãô000 

Closing 
balance 
Ãô000 

Tangible assets 14 - - 1 15 
On business combinations 
intangible assets 

 
(7) 

 
8 

 
- 

 
(1) 

 
- 

 
 
  

 
  

 
  

 
  

 
  

 7 8 - - 15 
                                                                       

      
 

         Movement in temporary differences during the prior year: 
 

 
 

Opening 
balance 
Ãô000 

Recognised 
in income 
Ãô000 

Business 
combinations 

Ãô000 

 
Other 
Ãô000 

Closing 
balance 
Ãô000 

Tangible assets (11) 25 - - 14 
On business combinations 
intangible assets (401) 527 (136) 

 
3 (7) 

 
 
  

 
  

 
  

 
  

 
  

 (412) 552 (136) 3 7 
                                                                       

      
 
UNRECOGNISED DEFERRED TAX ASSETS AND LIABILITIES 
Deferred tax assets have not been recognised in respect of the following items: 
 

 
   

2009 
Ãô000 

2008 
Ãô000 

Tangible assets   149 99 
Share based payments   104 84 
Tax losses   2,363 2,086 
Fair value of derivatives   (27) (27) 

   
 
  

 
  

   2,589 2,242 
                               

 
Deferred tax assets have not been recognised in respect of these items as the prospects for 
recovery are currently insufficiently certain. 
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24. FINANCIAL INSTRUMENTS 
 

The Group is exposed to a number of financial risks, in particular foreign currency exchange 
risk, interest rate risk, credit risk and liquidity risk. The board reviews these risks and sets broad 
overall objectives and guidelines for managing each of these risks. Where appropriate the 
Group uses derivative financial instruments (forward foreign exchange contracts) to reduce 
exposure to foreign exchange risk. It does not use derivative financial instruments for trading 
purposes. 
 
FOREIGN CURRENCY EXCHANGE RISK 
 
The groupôs results are subject to fluctuation in foreign exchange risk, in particular in relation to 
foreign currency denominated supplies, where the principal exposure is in respect of the US 
dollar and the Euro, although there are also exposures in a number of other currencies. The 
Group enters into forward foreign currency contracts or buys foreign currency to hedge the 
contracted exposure for its major foreign currency exposures on a regular basis.  
Consequently, a change in foreign exchange rates would not have a material impact on profit or 
loss. 
 
The profile of the Groupôs foreign currency cash balances at 30 September 2009 and at 30 
September 2008 is as follows: 
 

 
   

2009 
Ãô000 

2008 
Ãô000 

     
Sterling   1,645 5,474 
US Dollar   105 333 
Euro   3,314 2,228 
Other   80 227 

   
 
  

 
  

   5,144 8,262 
                               

     
 
A 5% strengthening or weakening of sterling against all other currencies at the balance sheet 
date would have decreased or increased, respectively, profit and equity by £163,000 (2008: 
£122,000). 
 
 
INTEREST RATE RISK 

 
The Group receives interest from cash on deposit and this is dependent upon interest rates 
throughout the year. The Group seeks to maximise the receipt of interest subject to acceptable 
levels of credit risk and the need to maintain flexibility in terms of access to the cash to meet 
operational and strategic requirements. 
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24. FINANCIAL INSTRUMENTS (continued) 
 
The interest rate profile of the Groupôs financial instruments at 30 September 2009 and at 
30 September 2008 is as follows: 
 

 
   

2009 
Ãô000 

2008 
Ãô000 

Fixed rate instruments     
Financial assets   1,440 3,099 
Financial liabilities   (118) (221) 

   
 
  

 
  

   1,322 2,878 
                               

Variable rate instruments     
Financial assets   3,164 4,813 
Financial liabilities   - - 

   
 
  

 
  

   3,164 4,813 
                               

 
The benchmark rate for determining interest payments for floating rate financial assets is the 
term rate offered by National Westminster Bank plc. Floating rate financial assets are held with 
a number of different banks offering a range of interest rates between 0.5% and 12%.  
Instruments on which no interest is earned comprise trade receivables, trade payables and 
certain cash balances. 
 
FAIR VALUE SENSITIVITY FOR FIXED RATE INSTRUMENTS 
The Group does not account for any fixed rate financial assets and liabilities at fair value 
through profit or loss and the Group does not designate derivative contracts as hedging 
instruments under a fair value hedge accounting model.  Therefore a change in interest rates at 
the reporting date would not affect profit or loss. 
 
A change of 100 basis points (1.0%) in interest rates would have increased or decreased equity 
by £67,000 (2008: £106,000). 
  

 
CREDIT RISK 
 
The Group places cash on deposit only with major retail financial institutions. Following the 
integration of the Groupôs operations the majority of cash is deposited under a group banking 
arrangement with NatWest. The nature of the Groupôs tour operations are such that in most 
situations deposits are received from customers at the time of booking and final balances are 
paid in advance of the date of travel.  The Groupôs conference and incentives division has 
limited short-term credit exposure from some major corporate customers. 
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24. FINANCIAL INSTRUMENTS (continued) 
 
The carrying amount of financial assets represents the maximum credit exposure.  The 
maximum exposure to credit risk at the reporting date was: 

 
    Carrying 

amount 
 Carrying 

amount 
    2009  2008 
    Ãô000  Ãô000 

Financial assets at fair value through 
profit and loss 

    
93 

 
95 

 Loans and receivables    3,785  3,151 
Cash and cash equivalents    5,144  8,262 

     9,022  11,508 

 
In addition to the above the Group makes prepayments to suppliers, namely airlines and hotels 
which are not classified as financial instruments, however, do have an inherent credit risk in 
that if the supplier were to fail to deliver, the amounts paid to the supplier may not be 
recoverable. 
 
As at 30 September 2009 there were no significant trade receivable balances past due date 
(2008: £nil). 

 
LIQUIDITY RISK 
 
The groupôs policy has been to raise funds in advance of when it is needed and when market 
conditions are appropriate. The UK tour operations are monitored by the Civil Aviation Authority 
who applies covenants on various financial (and operational) parameters including the 
requirement to maintain a minimum level of net assets, including cash.  As disclosed in note 17 
Ã2.3 million of the Groupôs cash is subject to restriction.  The Group manages liquidity risk 
through the use of robust cash flow forecasts to ensure that it has sufficient funds to meet all its 
potential liabilities as they fall due. 
 
The contractual maturities of finance lease liabilities, including interest payments are disclosed 
in note 20 to the accounts.  All other financial liabilities are due within one year. 
 

 
FAIR VALUE OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES 
 
The fair value of financial assets and liabilities, together with the carrying amounts shown in the 
balance sheet, are as follows: 

 
 Carrying 

value 2009 
Fair value 

2009 
Carrying  value 

2008 
Fair value 

2008 
 Ãô000 Ãô000 Ãô000 Ãô000 
     
Financial assets designated at fair 
value through profit or loss 93 93 95 95 
Loans and receivables 3,785 3,785 3,151 3,151 
Cash and cash equivalents 5,144 5,144 8,262 8,262 
Finance lease liabilities (118) (118) (221) (221) 
Trade and other payables (4,533) (4,533) (2,695) (2,695) 
Other liabilities - - (276) (276) 

                                                         
 4,371 4,371 8,316 8,316 
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24. FINANCIAL INSTRUMENTS (continued) 
 
The fair value of forward exchange contracts is their quoted market price at the balance sheet 
date, being the present value of the quoted forward price. 
 
The fair value of loans and receivables is estimated as the present value of future cash flows, 
discounted at the market rate of interest at the reporting date.  Where loans and receivables 
are short-term, the fair value is equivalent to the carrying value. 
 
The fair value of non-derivative financial liabilities is based on the present value of future cash 
flows discounted at the market rate of interest at the reporting date.  Where financial liabilities 
are short-term, the fair value is equivalent to the carrying value. 
 
PROFIT OR LOSS ON DERIVATIVE INSTRUMENTS MEASURED AT FAIR VALUE 
During the year, the Group recognised a loss of £2,000 (2008: profit of £89,000) on derivative 
instruments designated at fair value. 
 
 

25. EMPLOYEE SHARE SCHEMES 
 
As at the year end the company had granted options on the ordinary shares of 0.5p each as 
follows: 

  
  

 
 
 

Number of shares on which 
rights are exercisable 

Under an approved Enterprise 
Management Incentive (EMI) 
scheme 

Date of 
grant 

Exercise 
price 

30 
September 

2009 

30 
September 

2008 
     
 30/06/03 37.5p 40,000 40,000 
 01/06/04 40.0p 360,000 516,250 
 01/07/04 40.0p 20,000 20,000 
 03/01/06 22.0p 1,005,176 1,005,176 
 01/02/06 22.0p 272,727 272,727 
 20/02/06 22.0p - 45,454 
 27/03/06 22.0p 813,449 1,125,789 
 02/05/06 23.0p 0 114,130 
 04/05/06 23.0p 260,869 260,869 
 25/05/06 22.5p 444,440 444,440 
 25/09/06 10.5p - 761,904 
 29/11/06 16.5p - 484,848 
 07/12/06 16.0p 273,993 291,993 
 15/01/07 15.25p 491,803 491,803 
 29/01/07 18.75p 346,666 346,666 
 02/07/07 10.5p 15,000 21,000 
 01/10/07 13.0p - 75,000 
 10/12/07 11.0p 233,011 278,011 
 30/06/08 6.0p 33,000 39,000 
 01/07/08 5.625p 3,000 9,000 
 31/03/09 3.25p 307,692 - 
 31/03/09 4.0p 500,000 - 
 30/09/09 4.0p 529,000 - 
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25. EMPLOYEE SHARE SCHEMES (continued) 
 

   
 

Number of shares on which 
rights are exercisable 

Under an unapproved scheme 
Date of 

grant 
Exercise 

price 

30 
September 

2009  

30 
September 

2008  
     
 01/06/03 37.5p 70,000 70,000 
 01/06/04 37.5p 100,000 100,000 
 03/01/06 22.0p 40,909 313,636 
 27/03/06 22.0p - 9,000 
 07/12/06 16.0p 703,125 959,125 
 09/01/07 15.0p 416,667 416,667 
 10/12/07 11.0p 1,436,077 1,436,077 
 17/04/08 40.0p - 100,000 

 
Under the option agreement, 40% become exercisable after 6 months from date of grant, a further 
30% become exercisable after 15 months and the final 30% become exercisable after 24 months. 
The exercisable period remains valid until 10 years from date of grant dependent on continuing 
employment. 
 
Share based payment charge 
All share based payments are equity-settled.  This is on the basis that there is neither mandatory 
redemption nor a buy-back arrangement in place for these share based payments and there is no 
intention or obligation by the Group to settle these schemes in cash. 
 
In accordance with the provisions of IFRS 2, the Group has recognised an expense in respect of 
all share based awards granted after 7 November 2002 that had not vested as at 1 October 2006. 
 
The Black-Scholes model has been used to determine the market value of share options. 
 
Approved EMI scheme 
Equity-settled 
 
The number and weighted average exercise prices of share options in issue are as follows: 
 

 Weighted 
average 
exercise 

price 
2009 

No. of 
options 

2009 
ó000 

Weighted 
average 
exercise 

price 
2008 

No. of 
options 

2008 
ó000 

     
Outstanding at the beginning of the 
period 20.3p 6,120 20.9p 5,836 
Granted during the period             3.83p 1,337 10.8p 401 
Lapsed during the period 14.0p (1,507) 11.4p (117) 
                                                         
Outstanding at the end of the 
period 17.7p 5,950 20.3p 6,120 
                                                         
Exercisable at the end of the period 20.6p 4,888 21.1p 5,827 
                                                         

 
 2009 2008 

Range of exercise price of outstanding options (pence) 3.25 ï 40.0 5.6 ï 40.0 
Weighted average remaining contract life (years) 7.3 7.6 
Weighted average fair value of options granted (pence) 3.9 3.3 
Expense recognised for the year (Ãô000) 12 42 
                               

 



Western & Oriental plc. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
for the year ended 30 September 2009 
 

Western & Oriental plc Annual report 2009  55 

25. EMPLOYEE SHARE SCHEMES (continued) 
 
Unapproved scheme 
Equity-settled 
 
The number and weighted average exercise prices of share options in issue are as follows: 
 

 
Weighted 

average 
exercise price 

2009 

No. of 
options 

2009 
ó000 

Weighted 
average 
exercise 

price 
2008 

No. of 
options 

2008 
ó000 

     
Outstanding at the beginning of 
the period 15.1p 3,396 20.5p 2,054 
Granted during the period - - 10.5p 1,536 
Lapsed during the period 22.0p (629) 16.0p (194) 
                                                         
Outstanding at the end of the 
period 14.7p 2,767 15.1p 3,396 
                                                         
Exercisable at the end of the 
period 15.3p 2,336 17.2p 2,030 
                                                         

 
 2009 2008 

Range of exercise price of outstanding options (pence) 11.0 - 37.5 4.0 ï 40.0 
Weighted average remaining contract life (years) 7.5 8.4 
Weighted average fair value of options granted (pence) 3.3 3.1 
Expense recognised for the year (Ãô000) 14 43 
                               

 
Details of options granted in the year 
The fair value of equity-settled awards granted in the year has been measured using the weighted 
average inputs below and the following valuation model: 
 

 2009 2008 
Range of share price at date of grant (pence) 3.25 ï 4.0 4.0 ï 13.0 
Exercise price (£) 3.25 ï 4.0 4.0 ï 13.0 
Exercise option life (years) 0.5 ï 10 0.5 ï 10 
Volatility 70.61 ï 93.96  33.0 ï 43.7 
Spot dividend yield 0% 0% 
Risk free interest rate 0.50 ï 1.00 5.00 ï 5.75 
                               

   
 
Expected volatility is estimated by considering the recent historic average share price volatility of 
the Company. 
 
The average share price in the year was 3.58 pence (2008 ï 9.15 pence). 
 
The expected dividend yield is nil as the Company has not paid any dividends in the past and the 
payment of future dividends is currently insufficiently certain. 
 
 



Western & Oriental plc. 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
for the year ended 30 September 2009 
 

56  Western & Oriental plc Annual report 2009 

25. EMPLOYEE SHARE SCHEMES (continued) 
 
Long term incentive plan 
The Group operates a long-term incentive plan for certain senior managers.  Under the terms of 
the scheme shares in the Company will be awarded to participants in the scheme if certain 
performance targets are met. The number of shares subject to the award to be released will be 
dependent on the level of achievement against such targets.  
 
As at 30 September 2009 the company had granted awards over ordinary shares of 0.5p each as 
follows: 

  Number of shares over which awards 
are granted 

Under LTIP 
Date of grant of 

award 
30 September 

2009  
30 September 

2008  
    
 10/12/07 14,659,090 14,659,090 
 03/10/08 11,243,242 - 

 
 No. of awards 

2009 
ó000 

No. of awards 
2008 
ó000 

   
Outstanding at the beginning of the period 14,659 - 
Granted during the period 11,243 16,477 
Lapsed during the period - (1,818) 
                             
Outstanding at the end of the period 25,902 14,659 
                             
   

 
No awards made under the long term incentive plan are exerciseable. Full details of the 
performance targets set for the awards made on 10 December 2007 and 3 October 2008 are given 
in the Directorsô remuneration report on pages 19 to 24. 

 2009 2008 
Weighted average remaining contract life (years) 8.9 9.7 
Weighted average fair value of options granted (pence) 0.9 - 
Expense recognised for the year (Ãô000) 44 - 

                               
 
Details of LTIPs granted in the year 
The fair value of equity-settled awards granted in the year has been measured using the weighted 
average inputs below and the following valuation model: 

 2009 2008 
Exercise price (£) - - 
Exercise option life (years) 10 10 
Volatility 94.0%  70.1% 
Spot dividend yield 0% 0% 
Risk free interest rate 0.50% 5% 

                               
 
Expected volatility is estimated by considering the recent historic average share price volatility of 
the Company. The average share price in the year was 3.58 pence (2008 ï 9.15 pence). The 
expected dividend yield is nil as the Company has not paid any dividends in the past and the 
payment of future dividends is currently insufficiently certain. 
 
Share based payment charge 
All share based payments are equity-settled.  This is on the basis that there is neither mandatory 
redemption nor a buy-back arrangement in place for these share based payments and there is no 
intention or obligation by the Group to settle these schemes in cash. The Binomial model has been 
used to determine the market value of LTIPs. There is a charge of £44,000 (2008: £nil) in the 
income statement in respect of the long-term incentive plan. 
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26. BUSINESS COMBINATIONS 
 
The Group made no acquisitions during the year ended 30 September 2009. 
 
In the last financial year the Group acquired 100% of the share capital and associated voting rights 
of Rainbow Tours Limited on 6 December 2007 for the following consideration:  
 
Consideration     Ãô000 
Shares issued     864 
Cash and cash equivalents     3,685 
Contingent consideration     500 

     5,049 

 
 

27.  OPERATING LEASES     2009      2008 
 Land and 

buildings 
Ãô000 

Other 
Ãô000 

Land and 
buildings 
Ãô000 

Other 
Ãô000 

Non-cancellable operating leases rentals 
are as follows:     
     
Less than one year 266 41 303 71 
Between two and five years 986 12 1,052 48 
More than five years or more 135 1 392 1 
                                                                       
 1,387 54 1,747 120 
                                                                       

 
 
28. RELATED PARTIES 
 

Remuneration of key management personnel 
The remuneration of the directors, who are the key management personnel of the Group, is 
set out below in aggregate for each of the categories specified in IAS 24 Related Party 
Disclosures. 
 

 2009 
Ãô000 

2008 
Ãô000 

 
Short-term employee benefits 712 877 
Share-based payments 36 46 
                               
 748 923 
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29. SUBSIDIARIES 
 
 The subsidiaries of the group, all of which are included in the consolidated financial 

statements were: 
 

Subsidiary undertaking: 
Class of 
holding 

Proportion 
held Nature of business 

Trading companies:    

Regent Holidays (UK) Limited Ordinary 100% Travel agent, ticket 
provider 

Western & Oriental Travel Limited Ordinary 100% Tour operator 

W&O Events Limited Ordinary 100% Conference and incentive 

W&O Promotions Limited Ordinary 100% Promotions and awards 

    

Non-trading companies    

American Dream Holidays Limited Ordinary 100% *  Dormant 

Eclipse Conference Management 
Limited 

Ordinary 100% Dormant 

Harlequin Worldwide Travel Limited Ordinary 100%  Dormant 

Hawaiian Dream Holidays Limited Ordinary 100%* Dormant 

Key2Holidays Limited Ordinary 100% Dormant 

Lynton Cooper Travel (London) 
Limited 

Ordinary 100% Dormant 

Made to Measure Holidays Limited Ordinary 100% Dormant 

Rainbow Tours Limited  Ordinary 100% Dormant 

Ranch America Limited Ordinary 100% Dormant 

Ski Dream Limited Ordinary 100% Dormant 

South American Experience Limited Ordinary 100% Dormant 

Special Places Limited Ordinary 100% Dormant 

The Mediterranean Experience 
Limited 

Ordinary 100% Dormant 

Travel Management Team Limited Ordinary 100% Dormant 

Villa Select Limited Ordinary 100% Dormant 

 
* Direct subsidiary of W&O Events Limited 
 
Unless stated the subsidiaries listed above are registered in England and Wales and their 
shares are held directly by Western & Oriental plc. 
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Note 

2009 
Ãô000 

2008 
Ãô000 

    
FIXED ASSETS    
 
Intangible assets B 332 357 
Tangible fixed assets C 534 664 
Investments D 9,009 11,359 
                                          
  9,875 12,380 
CURRENT ASSETS    
Debtors E 15,458 11,428 
Cash at bank and in hand  - 1,381 
                                          
  15,458 12,809 
CREDITORS: amounts falling due within one year F (9,189) (5,721) 
                                          
NET CURRENT ASSETS  6,269 7,088 
                                          
TOTAL ASSETS LESS CURRENT LIABILITIES  16,144 19,468 
 
CREDITORS: amounts falling due after more than one 
year G (39) (115) 

                                          
NET ASSETS  16,105 19,353 
                                          
 
 
CAPITAL AND RESERVES    
 
Called up share capital H 1,140 1,140 
Share premium I 23,367 23,367 
Merger reserve I 826 826 
Share based payment reserve I 370 300 
Profit and loss account I (9,598) (6,280) 
                                          
SHAREHOLDERSô FUNDS  16,105 19,353 
                                          
 
 
The accompanying notes on pages 60 to 65 are an integral part of the financial statements of the 
company. 
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BASIS OF PREPARATION 
The following accounting policies have been consistently applied in dealing with items considered 
material in relation to the Companyôs financial statements. 
 
The financial statements have been prepared in accordance with applicable UK accounting 
standards and under the historical cost convention as modified by the revaluation of certain fixed 
assets. The financial statements have been prepared on a going concern basis, which assumes 
that the Company will continue in operational existence for the foreseeable future.  
 
The company has taken advantage of Section 230 of the Companies Act 1985 and has not 
presented its own profit and loss account.  The loss dealt with in the accounts of the parent 
company is £3,318,000 (2008: £2,933,000). 
 
PURCHASED GOODWILL 
Goodwill represents the excess of the purchase price compared with the fair value of net assets 
acquired and is capitalised as an intangible asset and amortised evenly over 20 years, as in the 
opinion of the directors this represents the period over which the goodwill is effective. 
 
TANGIBLE FIXED ASSETS 
 
Depreciation is provided on all tangible fixed assets at rates calculated to write each asset down to 
its estimated residual value evenly over its expected useful life, as follows:- 
 
Computers and equipment Over 5 years 
Furniture, fixtures and fittings Over 4 years or the life of the lease 
Other Assets Over 5 years 
  
 
 
INVESTMENTS 
Long term investments are described as participating interests and are classified as fixed assets. 
 
Investments in subsidiaries are stated at cost and to the extent that the carrying value exceeds the 
recoverable amount, an impairment charge is recognised in the profit and loss account. 
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LEASED ASSETS AND OBLIGATIONS 
Where assets are financed by leasing agreements that give rights approximating to ownership 
(ñfinance leasesò), the assets are treated as if they had been purchased outright.  The amount 
capitalised is the present value of the minimum lease payments payable during the lease term.  
The corresponding leasing commitments are shown as creditors. 
 

Lease payments are treated as consisting of capital and interest elements, and the interest is 
charged to the profit and loss account in proportion to the remaining balance outstanding. 
 

All other leases are ñoperating leasesò and the annual rentals are charged to profit and loss on a 
straight line basis over the lease term. 
 

FOREIGN CURRENCIES 
Assets and liabilities denominated in foreign currencies are translated at the rate of exchange 
ruling at the balance sheet date.  Transactions in foreign currencies are recorded at the rate ruling 
at the date of the transaction.  All differences are taken to the profit and loss account. 
 

TAXATION 
The charge for taxation is based on the profit for the year and takes into account taxation deferred 
because of timing differences between the treatment of certain items for taxation and accounting 
purposes.   
 

Deferred tax is recognised in respect of all timing differences that have originated but not reversed 
at the balance sheet date, without discounting, that result in an obligation to pay more tax or a right 
to pay less tax in the future.  Timing differences arise between the companyôs taxable profits and 
its results as stated in the financial statements due to the inclusion of income and expenditure in 
tax returns in periods different from those in which they are recognised in the financial statements. 
 

Deferred tax is recognised at the tax rates that are expected to apply in the periods in which timing 
differences are expected to reverse, based on tax rates and laws that have been enacted or 
substantially enacted by the balance sheet date.   
 

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. 
 

CASH AND LIQUID RESOURCES 
Cash comprises cash in hand and deposits repayable on demand, less overdrafts repayable on 
demand. 
 
SHARE BASED PAYMENTS 
The Company and its subsidiaries operate a number of share option schemes and a share award 
scheme for employees.  Under FRS 20 the fair value of the employee services received in 
exchange for participation in the scheme is recognised as an expense.  The fair value of the 
expense is measured using an option valuation model taking into account the terms and conditions 
upon which the options were granted.  The fair value of the options granted to employees at the 
date of grant is recognised as an employee expense and is spread over the period in which the 
employees become unconditionally entitled to the options with a corresponding increase in equity. 
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A. STAFF NUMBERS 

 
The average number of persons (including directors) employed by the Company during the year 
was: 
 
   

2009 
No. 

2008 
No. 

                                     
Office and management   28 30 
                                     
     
   2009 

Ãô000 
2008 
Ãô000 

Personnel expenses for the above 
persons: 

  
  

Wages and salaries   1,690 2,183 
Social security costs   193 170 
Equity settled share based payment 
transactions 

  
70 28 

         
   1,953 2,381 
         

 
Details of directorsô emoluments, gains made by them on exercise of share options, amounts 
receivable by them under long-term incentive plan in the current and prior years are contained in 
the Directorsô remuneration report. 
 
Details of share options issued by the Company are given in note 25 to the consolidated financial 
statements. 
 
B. INTANGIBLE ASSETS 
 

  

 
Goodwill 
Ãô000 

COST    
At 1 October 2008 and 30 September 2009   500 
                    
ACCUMULATED AMORTISATION    
1 October 2008   143 
Charge for the year   25 
                    
At 30 September 2009   168 
                    
NET BOOK VALUE    
At 30 September 2009   332 
                    
At 30 September 2008   357 
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C. TANGIBLE FIXED ASSETS 

 
 

 

Computers 
and 

equipment 
Ãô000 

Furniture, 
fixtures  

 and fittings 
Ãô000  

Total 
Ãô000 

COST      
At 1 October 2008  547 382  929 
Additions  46 -  46 
                                                   
At 30 September 2009  593 382  975 
                                                   
DEPRECIATION      
At 1 October 2008  185 80  265 
Charge for the year  115 61  176 
                                                   
At 30 September 2009  300 141  441 
                                                   
NET BOOK VALUE      
At 30 September 2009  293 241  534 
                                                   
      
At 30 September 2008  362 302  664 
                                                   

 
D. INVESTMENTS  

 
SHARES IN SUBSIDIARY 
UNDERTAKINGS 

  Investment in 
wholly owned 

subsidiaries 
Ãô000 

COST    
At 1 October 2008   11,359 
Additions   (2,350) 
                      
At 30 September 2009   9,009 
                      
PROVISION    
At 1 October 2008 and 30 September 
2009 

  - 

                      
NET BOOK VALUE    
At 30 September 2009   9,009 
                      
    
At 30 September 2008   11,359 
                      

 
The net reduction in goodwill of £2,350,000 is represented by the following: 
 
Additions for the year totalled £5,500,000, comprising the capitalisation of intercompany debtors 
with Western & Oriental Travel Limited, a subsidiary company during the year. 
 
The recoverable amount of investments has been reduced by £7,850,000 as a result of the 
payment of dividends to the Company by subsidiary undertakings in respect of Key2holidays 
Limited, Villa Select Limited and Rainbow Tours Limited. 
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E. DEBTORS 

  
2009 
Ãô000 

2008 
Ãô000 

     
Amounts owed by group 
undertakings   15,224 11,021 
VAT recoverable   - 54 
Other debtors   113 220 
Prepayments   121 133 
         
   15,458 11,428 

         
 
Amounts owed by group undertakings includes a subordinated loan of £nil (2008: 
£4,500,000) to Western & Oriental Travel Limited, a subsidiary of the Company. 
 
There is no material difference between the carrying value and fair value of debtors at 30 
September 2009 (2008: £nil). 
 

F. CREDITORS:  AMOUNTS FALLING DUE WITHIN ONE YEAR  
 
   

2009 
Ãô000 

2008 
Ãô000 

     
Bank overdrafts   3,800 3,061 
Finance lease   68 92 
Trade creditors   99 231 
Amount owed to group undertakings   4,056 1,306 
Other taxation and social security   729 65 
Other creditors   - 119 
Accruals and deferred income   437 847 

      
 
  

   9,189 5,721 
        

 
There is no material difference between the carrying value and fair value of creditors at 30 
September 2009 (2008: £nil). 
 

G. CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR 
 

 
   

2009 
Ãô000 

2008 
Ãô000 

Finance lease   39 115 
         
     

 
The maturity of obligations under finance leases is as follows: 
 
   

2009 
Ãô000 

2008 
Ãô000 

Within 1 year   80 121 
Within 2 to 5 years   45 130 
         
   125 251 
Less future finance charges   (18) (44) 
         
   107 207 
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H. SHARE CAPITAL Number of 

Shares  
 
 

 ó000s  Ãô000 
AUTHORISED:    
2008    
Ordinary shares of 0.5p each 500,000  2,500 
    
2009    
Ordinary shares of 0.5p each 500,000  2,500 
                                               
ALLOTTED, CALLED UP AND FULLY PAID:    
At 1 October 2008 - 227,908,553 ordinary shares of 0.5p 
each 227,909  1,140 
    

At 30 September 2009 ï 227,908,553 ordinary shares of 
0.5p each 227,909  1,140 

 
I. RESERVES 
 

Share 
premium 
Ãô000 

 
 

Merger 
reserve 
Ãô000 

Share 
based 

payment 
reserve 
Ãô000 

Profit and 
 loss 

account 
Ãô000 

Balance at 1 October 2008 23,367 826 300 (6,280) 
Profit for the year - - - (3,318) 
Share based payment charge - - 70 - 
             
Balance at 30 September 2009 23,367 826 370 (9,598) 
             

 
 

J. DEFERRED TAX 
 
A deferred tax is not recognised due to the uncertainty of future trading profits.  As at 30 
September 2009 the Company had unrecognised deferred tax timing differences relating 
to capital allowances of £58,000 (2008: £64,000) and other timing differences of 
£657,000 (2008: £1,193,000).  
 

K. COMPANY DETAILS 
 
The company is domiciled and incorporated in England and the registered office is Welby 
House, 96 Wilton Road, London SW1V 1DW.  


