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CHAIRMAN'S STATEMENT

In: the calendar year 2003 your company’s strategic position in its approach to the transport
market was significantly strengthened and positive indications have continued into the current
year. ~ hose familiar with the history of the PPM venture will have seen how our fortune
becam 2 critically affected by the fortune of Britain's privatised railways. If the latter has been
a disaster movie, the 10-year National Transport Plan now looks like a sequel to Scott of the
Antarc ic, with its true-life heroes achieving their goal but dying of exposure in the process,
the we I-pudlicised hardship suffered by the makers of buses and trains clearly linked to the
floods and droughts in public transport funding in recent years.

PPM's main objective has always been to establish light framway systems in towns and cities
where the PPM mode would have distinct advantages over other forms of public transport.
Qur inferim target is (o create a series of ‘showcases’, putting railcars into service where
railway, infrastructure already exists. This approach involves meeting certain standard

specifi zations for rolling stock determined by the authorities that control movements on the
national network. O ir showcase locations have to be branches of the network which are:

a) self contained (i.e. capable of being kept separate from the mainline);
b) shot (no buffzt cars or toilets);

c) lightly used (with traffic rarely needing more than one carriage), and
d) slow (normally subject to light railway speed limits of 25 mph or less).

The short Stourbridge Town Branch epitomises this cluster of features and this has been the
locaticn identified since 1993 by Centro (the Midlands passenger transport executive) for trial
conve-sicn to PPM operation. The task appeared simple but wasn't, because, between 1993
&nd 2004 3ritain’s railways entered a dark age, during which whole organisations, key
indivicuals, reguiations and laws came and went in a saga too painful to reiate. PPM Car 12,
compketed in September 2001 for service on the Stourbridge Town Branch, was moved to the
line amd undertook a series of 90 highly successful trial runs. But then, after four spectacular
rail crashes elsewhere on the network and the bankruptcy of Railtrack, the industry retreated
behinsi its regulatory shell, avoiding decisions about anything out of the ordinary and thus
preve iting the experimentat Stourbridge Sunday service from moving to the passenger
carryiag stage.

Rather than submit to being stranded at Stourbridge, we took the decision in 2002 to extract
the vehicle from the branch and to put it to work in driver training and subsequent public
service or private railways in Worcestershire, Leicestershire and Staffordshire. Whilst
generating little income, the exercise accumulated 6,000 miles of operation, established the
basic soundness of the design and provided good opportunities for demonstration to
prospective users. A steady flow of visitors from Britain and overseas confirmed the level of
interest generated by a railcar, which matches the passenger carrying capacity of a modern
single deck bus. During the course of the year Car 12 gave rides to distinguished visitors
from ~he Strategic Rail Authority, senior local authority councillors, including the Lord Mayor of
Birmi ygham, and numerous consultants and officials engaged in planning public transport
schemes, including the Head of London Trams. Since August 2003 the vehicle has been in
intermittent operation on the Chasewater Railway in South Staffordshire.




While this line cannot expect the degree of maintenance which is provided on Network Rail
lines sach as Stourbridge and the track is less than smooth, the 4 mile round trip between
Brownhills '"West and Chasetown Church Street stations has been providing visitors with a
good idea of how PPM vehicles will operate on typical rural branch lines. Although operating
mileag 2 has now exceeded what would have been achieved during the one-year trial at
Stourb idge, Centro still wants the Sunday service trial. This will now take place very much
with ar eye to the refranchising date of April 2006, at which point, if conversion to daily PPM
operation is agreed, new vehicles will be required both for this service and, it is reasonable to
suppose, others in other locations. The Stourbridge trial will now receive some support from
the SKA.

Treasury discipline, resulting partly from runaway costs on the rail network, will for once, we
believe, wark in PPM's favour. The company has campaigned for years for isolated rural
branctlines to be operated as ‘Secondary Railways’ with lighter and simpler regulations
suiting PPM style roliing stock. In recent months the SRA has put forward the concept of
‘Community Railways’ encompassing many of the same parameters. As a result we now
have aclear statement from the SRA, in effect a specification, that if PPM can develop the
designiof the 'PPM &0’ to an ‘80, providing capacity equivalent to the widely used Class 153
dmu, which was buil- in the mid-1980s, the PPM mode couid be acceptable on about a dozen
suggested branch lires of the national system. This gives PPM a clear and attainable interim
goal, which, if achieved, will provide critical help in rescuing services where the subsidies now
neede 1 fo operate hzavy rail services many times exceed the fare income from passengers.

These railcar services will provide the necessary demonstration of the PPM system for the
much arger market “or urban tramways, railcars being de facto trams with floor level raised to
railwav platform height. PPM’s entry into the tramway market is now likely to be made much
easier with the introduction of the new ‘carpet track’, which we are developing in association
with the award-winning rail company Holdfast Level Crossings Lid based on their successful
level cossing system. This shallow section removable track can be installed quickly and at
much ower cost than conventional track, and, for the town hall or transport authority, it will
substentiaily reduce the perceived risk of the new technology.

We set out at the beginning of the 90s to develop urban transport that met the highest
environmental criter a, was pleasant to use and was affordable in the smaller town or district.
Our technical achievement has already received wide acclaim, not least for the manner and
econamy of our process, but the route into this most conservative and risk-averse of markets
has been unexpectedly long and difficult. However, the steadfastness of our shareholders
and ofther supporters, carrying the company through periods of adversity to the present time
cf great promise, has perhaps been the most commendable aspect of this remarkable story.
With the various elements of our strategy now falling into place, the development of a key
compkmeantary techinology and now the encouragement of critical authorities such as the
SRA, which is now to take tangible form, we believe that we have all the ingredients required
for a successful launch of the system and the delivery of the significant public benefits
envisaged from the outset of our venture.

John Parry MBE
June 2004
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Parry People Movers Limited

Directors’ Report

The directors present their report and the financial statements for the year
enced 31 December 2003.

Principal activity

The principal activity of the company is the development and marketing of
fiywheel/hybrid powered railcars and promotion of ultra-light rail systems.

Diractors
The directors of the company during the year and their interests in the shares

of the compeny as recorded in the register of directors’ interests were as
follows:

31 December 2003 1 January 2003
Ordinary Ordinary

Shares Shares
J P M Parry MBE 197,332 190,820
R S Glendenning 19,835 16,424
P AL Gordon 6,608 6,608
J S Hiiton 200 200
C B Hoiden 250 -
G « Lusher - -
B C Mackie 6,238 6,088
D R Qidfieid 8,716 7,329

In respect of JPM Parry’s recorded interest a total of 164,292 (2002 — 164,292)
shares were registered in the name of JPM Parry & Associates Lid.

In accordance with the Articles of Association, R S Glendenningand P AL
Gerdon retire by rotation and offer themselves for re-election.

Substantial shareholders
Onr 14 June 2004 the Company had received notification of the following
interests in more than 3% of the Company’s issued share capital held by

shareholders other than directors:

The executcrs of H F Marriott (d'cd) 59,686 shares
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Parry People Movers Limited

Directors’ Report
(continued)

Share capital

74,124 new ordinary £1 shares were allotted during the year for a total
corsideration of £148,248.

Auditors

Gallagher & o. have agreed to offer themselves for re-appointment as
auditors of tte company.

Corporate governance
The directors acknowledge the importance of the Stock Exchange Combined

Code and intend to apply it as appropriate to a company of the size and nature
of Parry People Movers Ltd.

Small company exemptions
This report is prepared in accordance with the special provisions of Part Vil of

the Companies Act 1985 relating to small companies.

On behalf of the board

P R Evans
Secretary
Owverend Road, Cradley Heath,

West Midlards B64 7DD

14 June 2004




FPany People Movers Limited

Statement of Directors’ Responsibilities

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

- select suiteble accounting policies and apply them consistently:
- make judgements and estimates that are reaseonable and prudent:

- prepare the financial statements on the ongoing concern basis uniess it is
inappropriate to presume that the company will continue in business.

The directors are responsibie for keeping proper accounting records which
lisclose with reasonable accuracy at any time the financial position of the
zompany and to enable them to ensure that the financial statements comply
mvth the Companies Act 1985. They are also responsible for safeguarding the
assets of the company and hence for {aking reasonable steps for the
prevention an detection of fraud and other iregularities.

14 June 2004 On behaif of the board

J P M Patry MBE
Chairman




PARRY PEOPLE MOVERS LIMITED

AUDITORS’ REPORT

Auditors’ report to the members of
Parry People Movers Ltd

We have audiited the financial statements on pages 5 to 11 which have been
prepared under the historical cost convention and the accounting policies set
out on page 7.

Respective responsibilities of directors and auditors

As. described on page 3, the company’s directors are responsible for the
preparation of financial statements. It is our responsibility to form an
independen. opinion, based on our audit, on these statements and to report our
opinion to you.

Basis of opinion

We conductzad our audit in accordance with Auditing Standards issued by the
ALditing Prectices Board. An audit includes examinations, on a test basis, of
evidence re'evant to the amounts and disclosures in the financial statements. it
a:s0 includes an assessment of the significant estimates and judgements made
by the direc-ors in the preparation of the financial statements, and of whether
the account ng policies are appropriate to the company’s circumstances,
consistently applied and adequately disclosed.

We plannec and performed our audit so as to obtain all the information and
explanation s which we considered necessary in order to provide us with

s Sfficient evidence to give reasonable assurance that the financial statements
are free from material misstatement, whether caused by fraud or error or other
irregularity. In forming our opinion we also evaluated the overall adequacy of
the presentation of information in the financial statements.

Opinion

in our opinion the financial statements give a true and fair view of the state of
the company’s affairs as at 31 December 2003 and of its loss for the year then
ended and have been properly prepared in accordance with the Companies Act

1985.

LGN
Tewkesbury, Glos. Gallagher & Co.
14 June 2034 Chartered Accountants

Registered Auditor




Parry Peopie Movers Limited

BALANCE SHEET
As at 31 December 2003

Fixed Assets

Inta~gible assets

Tangible =ssets

Current fsssess

Detbtors

Cach at bank and in hand

Creditorss amounts falling due
within one year

Net Current Liabilities

Total ass«ts less Current «iabilities

Creditors: amounts falling due

after mor= than one year
(including convertible debt)

Capital and reserves

Called up share capital
Shzre pre niurm account
ProTt and Loss account

Notes

10
11

12

3,398
40

3,438

96,288)

2003 2002
£ £ £
337,750 330,125
149,482 179,562
487,232 509,687
15,327
40
15,367
(134,432)
( 92,850) { 119,085)
394 382 390,622
( 177,850) (  142,850)
216,532 247 772
753,859 679,835
935,061 862,378
{ 1.472,488) (  1,294,441)
216,532 247,772

These finencial statements are prepared in accordance with the special provisions

of Fart Vl-of the Companies Act 1985 relating to smali companies.

The financial statements on pages 5 to 11 were approved by the Board of Directors

on ‘ws behalf by:
J P M Pary MBE

Chairman




Parry Peopl= Movers Limited

Prcfit an Loss Account
Year ended 31 December 2003

Total Income

Total Expenditure

Operating deficit

irterest Payable

Loss on ordina y activities before taxation
Taxation

Loss on ordina-y activities after taxation
retained for the year

Parry Peopie Movers Limited

Statement of Financial Activities
Year ended 31 December 2003

INCOME AND: EXPENDITURE
Imzoming reso Irces

Sundry income

inferest receiv able

Total incomirg resources
Resources expended

Direct expendture

trerest Payatle

Total resources expended

Met (outgoing) resources for the year

Het movement in reserves

Total reserves brought forward

Total reserves carried forward

Al activities derive from continuing operations.

Notes

Notes

2003 2002
£ £
5,476 4p
180,947 205,242
(175.471) ( 205,202)
(2,576) -

(178.047) (205,202)

( 178,047) { 205,202
2003 2002
£ £

5,468 0

8 40

5,476 40
180,946 205,242

2 576 0
183,523 205,242
(178,047) ( 205,202)

{ 178,047) ( 205,202)
(1.294,441)  (1,089,239)
(1,472,488)  (1,294,441)

“here are no recegnised gains or losses for the current and prior years other than as stated above.




Parry P zople Movers Limited

NOTES TO THE ACCOUNTS
Year end=d 31 December 2003

1 Accomnting policies

Basissof accounting
The fivancial statements have been prepared under the historical cost accounting rules.

The ¢ mpany has taken advantage of the exemption from preparing a cash flow
staterent as conferrec by Financial Reporting Standard No. 1 (Revised 1996)
on the greunds that it cualifies as a small company under the Companies Act 1985.

Turncver
Turnower represents the amount derived from the provision of goods and services falling
within the company's activities after deduction of trade discounts and value added tax.

Intangible fixed assets
Defer ed development costs are amortised as to 33% on cost against related income.

Tang ble fixed assets
Depreciation of fixed assets is calculated to write off their cost or valuation less any residual value
over tieir estimated useful lives as follows:

Demonstration trackwork and buildings 10% on cost
Demonstration plant and machinery 25% on cost
QOther plent and machinery 20% on cost
Fixtures, fittings and office equipment 33% on cost

Research and develcpment
Expe diture on research and development incurred in the year other than on fixed
assets is charged aga nst profit.

Leas s and hire purchase contracts
Rentals paid under opzarating leases are charged to income as incurred.

2  Operating Loss

2003 2002
£ £
Operating loss is stated after crediting:
{nterest receivable 8 40
Operating loss is stated after charging:
Deprzciatizn 44 464 58,284
Auditors' remuneration - audit fees 750 750
3  Inter:st payable
2003 2002
£ £
interest on unsecured loan stock 2,578 0

4 Taxation

No liability for corporation tax arises on the results for the year.




Intancible fixed assets

2003 2002
£ £
Deferred development expenditure
Balanse of Account at start of year 330,125 330,125
Additiens d.ring the year 7,625 0
Wiritten off during the yzar 0 0
Balan :e of Account at 2nd of year 337,750 330,125
Tangmle Fixed Assets
Demo Plant & Computer Office
equipment Machinery equipment equipment Total
£ £ £ £ £
Cost
As at 1.January 2003 402,096 16,518 2,190 3,115 422,919
Additi »ns 2,688 0 0 0 2,688
Dispossals 0] 0 0 0 0]
As at 21 December 2003 404,784 15,618 2.190 3,115 425 607
Depreciation
As at - January 2003 222 534 15,518 2,190 3,115 243,357
Additibns 32,768 0 0 0 32,768
Dispcsals 0 0 0 0 0
As at 31 Dacember 2003 255,302 15,518 2,190 3,115 276,125
Net ook value
As at .31 December 2003 149,482 G 0 0 148,482
As at | January 2003 179,562 0 0 0 179,562
Note-Additions at cos: 44,694
Grant receipts »Dti Smart) -42.006
2,688
Debtors 2003 2002
£ £
Trade debtors 1,773 10,032
Prepayments and accrued income 1,625 5,295

3,398 15,327

Crediitors. amounts “alling due within one year

2003 2002
£ £

Bank Ove draft 11,482 30,135
Trad : creditors 51,322 76,747
Other taxes and socizl security 380 0
Accrials and deferred income 33,104 27,550

96,288 134,432
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Credi~ors: amounts falling due after more than one year

2003 2002

Conv-rtible debt £ £

Unsecured convertible 6% Loan Stock 2005-2007 55,000 20,000
Non-Convertible debt

Unsecured Loan Stock 2002 (Note) 122,850 122,850

177,850 142 850

Note: Unsecured Loan Stock 2002 is repayable from the proceeds of sale or revenue arising from

the deployment of Railcars 11 and 12.

Called up share capitial
Authortised 2003 2002
Number of
shares £ £
Ordin ary Snares of £1 each 2,000,000 2,000,000 1,000,000 1,000,000
Allotid, called up and fully paid 753,958 753,958 679,835 678,835

Ordirary Shares of £1 each
Durin j the year 74,124
capitsl base of the Company. The new shares were issued at a price of £2.00 each.

new shares were allotted and fully paid for cash to maintain the

The imcrease in the authorised share capital of the Company was approved at the 2003 AGM.

Share premium account
2003 2002
£ £
Balarce of Account at start of year 862,378 803,418
Premaum ¢n shares issued in the year 74,124 60,720
Share issue costs writ:en off ( 1,441) {1,760)
Balarce of Account atend of year 935,061 862,378
Reccneiliation of mcvements in shareholders' funds
2003 2002
£ £
Lossfor the financial year {178,047) (205,202)
New share capital sukscribed 148,248 121,440
Shar< issue costs written off { 1,441) { 1,760)
Net subtraction from shareholder's funds { 31,240) (85,622)
Opering shareholder's funds 247772 333,294
Closing shareholders' funds 216,532 247,772

Direstor's interests and loans

Contacts subsisted during the year between the company and the undermentioned director, or companies with
which that dirzctor is conected, under which goods or services were provided to the company to the following value:

2003
£

J P M Parry MBE 121,232

2002
£
119,389
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Parr7 People Movers Limited

Trading and Profit and Loss Account

for thee year ended 31 December 2003

Direct Income 2003 2002
£ £
Operating income 468 0
Granfireceipts 5,000 0
Bank deposit interest 8 40
5476 40
Direct Expenditure
£ £
Artwcrk, design servicass 325 990
Demonstration & exhibition costs 2,452 5271
Promotion Trials & Testing 26,831 17,467
Repars & renewals 18,825 23,770
Insur ances 6,758 6,315
Office and administration 56,864 67,689
Acco intancy, audit & secretarial fees 4,040 6,175
Othe. professional fees 17,135 15,425
Sundty costs 1,380 2,279
Bank-charges 1,873 1.577
Depr=ciation 44 464 58,284

180,946 205,242

Indir:ct Expenditure-
Interest payable 2,576 0

Net Loss for the year {178,047y (205,202)
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