U767

VOLVERE PLC

nnnnnnnnnnnnnnnnnnnnnnnnnnn

eeeeeeeeeeeeeeeeeeeeeee




Volvere plc

Annual report and financial statements for the year ended 31 December 2007

Contents

Page

1 Officers and professional advisers

3 Charman’s statement

3 Chief executive's statement

5 Financal review

8 Directors’ report

12 Statement of directors’ responstbilities

14 Independent auditors’ report

16 Consolidated income statement

17 Consolidated statement of changes in equity

18 Consaolidated balance sheet

19 Consolidated cash flow statement

20 Notes forming part of the consolidated financial statements
56 Company balance sheet

57 Notes forming part of the company financial statements

Country of incorporation
England and Wales
Company secretary

Nick Lander

Company number

04478674




Volvere plc

Annual report and financial statements for the year ended 31 December 2007

Officers and Professional Advisers
Directors
Lord Kalms of Edgware, Chairman, aged 76

Lord Kalms of Edgware 1s Chairman of Volvere plc and of NMT Group PLC He grew Dixons Group (now
DSG international plc) into the UK's leading electncal retailer with a turnover of £4 9 bilion and nearly
34,000 employees He stood down as Chawrman of Dixons in 2002 and has been appointed President of
DSG international ple In 1966 he was knighted in recogmition of his services to electrical retaiing He was
a governor of Dixons City Technology College in Bradford and was Chairman of Kings' Healthcare NHS
Trust (1993-1996) He was Treasurer of the Conservative Party (2002-2003) and a founder of Business for
Sterling Lord Kaims holds several honorary degrees and other academic awards in recogritton of his
commercial and industnal achievements

Jonathan Lander, Chief Executive Officer, aged 40

Jonathan 1s Chief Executive Officer of Volvere plc and a director of NMT Group PLC Jonathan has over
17 years expenence n financial services including 10 years as CEQ of Dawnay, Day Lander Limited
(‘DDL™), a London based venture capital firm He has been involved in numerous public and private
technology sector transactions, both as an adviser and as pancipal investor He holds an M A in Law from
Cambndge University

Nick Lander, Chief Financial & Operating Officer and Company Secretary, aged 41

Nick 1s Chief Financial & Operating Officer of Volvere plc and a director of NMT Group PLC Nick 1s Chief
Operating Officer of Dawnay, Day Lander Limited (“DDL") He has worked for a number of public
companies In both financial and operational roles Prior to joining DDL, he held positions of Corporate
Development Director at Clyde Blowers PLC and Deputy Managing Director at Clyde Matenals Handling
Limited Prior to joining Clyde Blowers, Nick spent 6 years with APV plc (until recently part of Invensys
plc), latterly as Managing Director of a subsidiary business Nick qualified as a chartered accountant with
Coopers & Lybrand in 1990

The Hon Richard Kalms, Business Development Director, aged 53

Richard is Business Development Director of Volvere plc He has a degree in accounting and finance from
the London School of Economics and spent the early part of his career at the Dixons Group working for
the retail, finance and property dwisions His roles at Dixons included Joint Managing Director of the
Property Division and Group Director of Corporate Affairs After leaving Dixons he spent six years as a
director of Union Pictures Lirnited, a TV and film production company Richard was a director of DDL from
2000 until 2006

Nesl Ashley, Non-Executive Director, aged 71

Neil 18 a Non-Executive Director of Volvere plc and was the Chairman of its subsidiary Vectra Group
Limited until 2007 Neil was the Chairman of Amey plc from a management buy-out in 1989 until his
retirement in May 2001 This penod included Amey’s flotation on the Official List of the London Stock
Exchange in 1994 From November 2000 untl Apnl 2003 he was Chairman of the Oxford Radcliffe
Hospitals Trust, one of the ten largest NHS frusts in the UK He 1s Chairman of Hentage Commercial
Property Group and BPO Group Limited He 1s a former Chairman of the CBI Southern Region, was
Chairman of Energy Power Resources Limited untl May 2008, was Governor of Oxford Brookes
University {from which he holds an Honorary Doctorate) untl November 2006 and a member of the
Medical Saiences Board of Oxford University until 2003
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Officers and Professional Advisers {confinued)
Directors (continued)
David Buchler, Non-Executive Drrector, aged 55

David 1s a Nan-Executive Director and has scme 30 years expernience in the field of corporate tumaround
He was a partner at Arthur Andersen pnor to becoming a founding partner of Buchler Phillips, the financial
recovery and restructuning specialist which was acquwed by the Kroll-O'Gara Company, the world's
leading nsk mitigation firm, in 1999 Until 2003, he was Chairman of Kroll for Eurcpe and Afnca He 1s a
former President of R3, the association of business recavery and turnaround professionals, was until 2006
Vice-Chairman of Tottenham Hotspur Football Club and 1s currently a Board Member and Chairman of
Development at the English National Opera He 1s currently Chairman of DB Censultants Limited, Langbar
Intemational Limited and CSS Stellar plc

Registered office
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lLondon
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Tel 020 7979 7596
Web www volvere co uk

Bankers
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Auditors
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Chairman’s statement
I am pleased to report on the results for the year ended 31 December 2007

The Group’s performance in all its principal areas was very satisfactory and, following the sale of its safety
and nsk consulting business, it has substantal cash resources at its disposal At the year end the Group's
consofidated net assets and cash per share were £1 91 and £2 07 respectively {2006 £1 40 and £1 13)

The current environment represents an excellent opportunity for the Group to wnvest and further increase
shareholder value

Lord Kalms
Chairman
17 June 2008

Chief Executive’s Statement
Introduction

All our principal businesses performed well in 2007 reflecting the core strengths of the sectors in which the
Group's businesses operate The year's activities were dominated by the sale in November of the Group's
largest subsidiary, Vectra, for £6m in cash This significantly increased the Group’s cash resources to £11 7m
(2006 £6 5m) at the year end and provided an excellent starting position for 2008

Operating Review

The Group’s current portfolio of busimesses comprises pnncipally service providers to clients where safety and
environmentat legislation drives chent needs During 2007 the Group was organised into two primary trading
segments Safety & nsk consulting (now discontinued following the sale of Vectra) and Certification services,
the third trading segment 1s Secunty solutions, which 1s at an earlier stage of development The financial
performance of each segment 1s summarnsed in the Financial Review on pages 5to 7

Safety & nsk consulting

The disposal in November of Vectra was a positive outcome for both the Group and Vectra itself Dunng the
year Vectra performed well, with both revenue and operating profits ahead of the prior year, testament to our
strategy of focusing on the key markets of transportation, oil and gas, and nuclear The contnbution to Group
overheads (before finance costs and amortisation of goodwilly for the period prior to disposal was £0 36m
(2006 £044m) Although a good result, it was apparent to us that growing Vectra further was best achieved
by it being part of a larger group with a wider consultancy offenng that could provide better opporturities for
both staff and clents

Vectra had been acquired in May 2003 when its annualised losses were running in excess of £2 4m per
annum Following a turnaround programme it was returned to profitability and positive cash flow generation
Dunng the course of the following four years the imtial purchase consideration of £2 1m was repaid by Vectra
from operating cash flows The gross sale proceeds of £6m s, therefore, particularly pleasing, given an
effective zero cash cost of acquisihon This 1s a clear demonstration of our ability to identify, operate and
generate profit from distressed businesses




Volvere plc

Annual report and financial statements for the year ended 31 December 2007

Chief Executive's Statement (continued)
Certification services

Our Certification services businesses pnncipally certify products that are used n, inter ala, potentially
explosive atmospheres and environmentally sensitive applications involving air emissions or wastewater
discharge Dunng 2007 this segment's revenue grew by 20% to £3 6m (2006 £3 Om), the contnbuticn to
Group averheads (before finance costs and amortisation of goodwill) was £0 56m (2006 £0 47m)

The performance of our certificatton businesses continues to be encouraging with both the robustness of the
oll and gas sector and increasing environmenta!l legislation presenting opportunities for further growth

Secunty solutions

The Secunty solutions business had a difficult 2007 in terms of being able to generate significant revenue
However, the core strengths of the business are In the survelllance field and we undertook a number of
assignments for chients that are expected to lead to further follow-on work In December the business won a
small but /mportant contract valued at £0 25m that has provided a base-load of work for the first half of 2008

We have also been encouraged by crders received following the launch of SiraView, the mult-format digital
CCTV viewer targeted at the police and judicial services Budgetary constraints in the public sector mean that
we are forecasting modest absolute financial returns 1n 2008 but continue cautiously to target growth
opportuniies

Acquisttions and Future Strategy

The Group has significant cash to invest pursuant to its investing strategy  The macroeconomic environment
suggests that there will be substantial numbers of opportunities ta invest in the coming year and we continue
to exarmine potental investments across a range of sectors | am confident that your Board’s skills and
expenence will enable it to exploit some of these opportunities to maximum effect

Jonathan Lander
Chief Executive
17 June 2008
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Financial Review

This Financial Review covers the Group's performance dunng the year ended 31 December 2007 It
should be read in conjunction with the Chairman’s and Chief Executive's statements

Accounting policies and basis of preparation

The consolidated Group financial statements have been prepared n accordance with International
Financial Reporting Standards (*IFRS") as adopted by the European Union and 1n addition the prior
year comparatives have been restated under IFRS The Group's accounting policies, which have been
updated as a result of the transition to IFRS are set out in note 1 of the Notes to the Financial
Statements An explanation of the impact of the adoption of IFRS I1s set out in note 2, along with a
reconcilation of the results for the year ended 31 December 2008, previously reported under UK
GAAP

Disposal of Vectra Group Limited

On 14 November 2007 the Group disposed of Vectra, its Safety & Risk consulting business for £6m in
cash The results of Vectra have been reported as discontinued operations in the financial statements
During 2007 Vectra performed better than 2006 with margins increasing as the demand for its services
enabled client rate increases and better utilisation to be achieved Since its acquisition in 2003 Vectra
paid the Group from operating cash flows in excess of the mitial purchase consideration of £2 1m,
agiving an effective nil cash cost of acquisiion The Group’s accounting profit ansing on the disposal,
after fees and expenses associated with the transaction, was approximately £3 3m and this has been
treated as discontinued operations It 1s expected that the proceeds from Vectra along with the
Group’s other cash resources will be apphed in accordance with the Group's Investing strategy

Revenue and operating performance

Detalled information about the Group's segments 1s set out in note 6 to these financial statements
Safety and nsk consulting compnsed the activities of Vectra, which was sold during November 2007,
and have therefore been classified as discontinued Investing activities are the activities of NMT, the
Group's 95% owned subsidiary, and Management services represent the costs of the Group's
management and central services functions Revenue and operating performances for each segment
are summansed in Table 1 below

ADJUSTED OPERATING
Table 1 REVENUE {Note 1} PROFIT/LOSS) (Note 2)
12 months to 31 12 months to 31 12 months to 31 12 months to 31
SEGMENT December 2007 December 2006 December 2007 December 2006
£'000 £000 £ 000 £'000
Discontinuad
Safety & nsk consulting 9 352 10 358 362 436
Acquisitions
Certfication services . 535 - 5
Secunty solutions - 182 - ()
Investing activites - - - (58)
Continuing
Certification services 3621 2484 560 462
Secunty solutions 174 - (145)
Investing actvites - - (57) -
Management services - 218 (924} (1034)

Total befora amortisation of intangible assets

and realisation of negatrve goodwill 13 $47 13777 (204) {190)
Amartisation of intangible assets - - (241) {240)
Realisation of negative goodwill . - a3 252
STATUTORY RESULT 13,147 13777 (352) {178)

Nete 1 Revenue 1s external revenue exclusive of intra-group sales
MNote 2 Segment operating profitfloss) s stated before amortisation of intangibles intra-group charges and realisation of negatrve goodwill
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Financial Review {continued)

Revenue

The disposal of Vectra, which was the Group’s largest subsidiary in terms of revenue, in November
2007 bhas resulted in an overall decline in Group revenue for the year However, for the penod until it
was sold Vectra's like-for-like revenue compared to 2006 was approximately 6% higher, reflecting the
focus on sectors with long-term growth potential such as o1l and gas, nuclear and transportation

The growth in the Certification services segment revenue of 20% compared to 2006 1s partly due to the
inclusion of the environmental testing and certification business in that segment for a full year in 2007
The like-for-like revenue growth excluding this acquired business was approximately 15% (there i1s no
meaningful comparative for 2006 as the relevant business was acquired in the fourth quarter of 2005}

Management services revenue in 2006 represented fees payable to Volvere by NMT for the penod
when the latter was an associate company but which 1s now consolidated fully

Operating performance

The operating performance improvement in the Certification services segment reflects the inclusion for
the full year of the environmental testing and certification business coupled with the exclusion of
certain costs relating to the Secunty solutions segment in 2006, which had been included in the
environmental testing and certfication business's results for that period pnor to the creation of the
Secunty solutions segment

The increased loss in the Secunty solutions segment was disappointing, but was due partly to the
inclusion in 2007 of costs for which the 2006 comparatives had been included in the envircnmental
testing and certification business’s results During 2007 significant efforts were made to increase both
the software sales and consulting activites and successes have been achieved in both of these thus
far in 2008, with a corresponding improvement in its financial performance

Administrative expenses

Administrative expenses for the year are summansed below

Continuing Discontinued Continuing Discontinued
operations operations Total operations Acquisitions operations Total
2007 2007 2007 2006 2006 2006 2006
£'000 £'000 £000 £'000 £000 £'000 £'000
Before goodwill
and amortisation {3,181) (3.885) (7.066) (2.482) (478) (3,990) (6.,950)
Amortisation of
intangible assets (241) ) (241) {240) B ) (240}
Realisation of
negative 93 - a3 - 252 - 252
goodwall
Total (3.329) (3,885) (7.214) (2.722) (225) (3,.990) (6.938)

The Group continues to minimise central costs where possible and has resized the central services
team following the disposal of Vectra

Amortisation of intangible assets relates to the acquisition of the business and assets of Sira Test and
Certification Limited in 2005, the cost of which 1s being amorhsed over 5 years

Negative goodwill reahsed relates to the Group's investment in NMT  The increase in the Group's
holding to approxamately 95% in 2007 {from approximately 83% at the end of 2008) has resulted in
further negative goodwill, albeit at a reduced level as a result of fewer shares being acquired than in
the prior year
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Financial Review (continued)
Rusk factors

The Company and Group face a number of specific busmess nsks that could affect the Company’s or
Group's success The Company invests in distressed businesses, which by their nature, often carry a
higher degree of nsk than those that are not distressed The Group's businesses are pnincipaily
engaged n the provision of services that are dependent on the continued employment of the Group's
employees and avalabihty of suitable profitable workload

Key performance indicators

The Group uses key performance indicators suitable for the nature and size of the Group's busmess
This 15 primanly monthly reports of profitability, levels of working capital and workload  Order intake
and chargeable staff utihsation 1s monitored weekly and reported monthly

Corporate governance
The Board gives careful consideration to the principles of corporate governance as set out In the
Combined Code on Corporate Governance 1ssued by the Financial Reporting Council in June 20086
(the “Revised Combined Code”) However, the Company i1s small and it 1s the opinion of the Directors

that not all the provisions of the Revised Combined Code are relevant or desirable for a company of
Volvere's size

The Company has established an Audit Committee and a Remuneration Committee with formal terms
of reference and which compnse the Chawrman and Non-Executive Directors The Board meets
regularly and has ultimate responsibility for the management of the Company

Earnings per share
The basic and diluted earnings per ordinary share were 57 74p and 57 05p respectively (2006 basic
and diluted loss 3031p) Dunng the year the Group continued the operation of a share option
scheme in which all staff are entitled to participate, subject to certan conditions

Amortisation of intangibles

An amount of £241,000 was charged to profit and loss (31 December 2006 £240,000) in respect of
the amortisation of the Group’'s intangible assets

Cash management

Cash balances at the penod end totalled £11,738,000 (31 December 2006 £6,540,000) an increase
of 79% The increase reflects the disposa! of Vectra in November 2007, as noted above

Hedging
It 18 not the Group's pobey to enter into dervative instruments to hedge interest rate nsk
Dividends
In accoerdance with the policy set out in the prospectus on admussion to AIM, the Board does not

currently intend to recommend payment of a dividend and prefers to retain profits as they anse for
investment in future epportunities

Nick Lander
Chief Financial & Operating Officer
17June 2008
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Directors’ report

The directors’ present their annual report and audited financial statements for the year ended 31
December 2007

Principal activities

The Company ts a holding company that identifies and thvests in undervalued and distressed businesses
and those that are complementary to existng Group companies The Company provides management
services to those businesses

The subsidiary undertakings principally affecting the profits or net assets of the Group in the year are
hsted n note 13 to the financial statements Vectra Group Limited was disposed of on 14 November 2007
and its results have been consolidated until that date

Business review

The Company I1s required by the Companies Act to include a business review in this report  The
information that fulfils the requirements of the busmess review can be found in the Chairman's Statement,
Chief Executive's Statement and the Financital Review on pages 3 to 7, which are incorporated in this
report by reference but should be read in conunction with it  These reports also include details of
expected future developments in the business of the Group and an indication of its activities in the field of
research and development

Post balance sheet events

On 25 March 2008 the Company increased its interest in NMT Group PLC (*"NMT") by acquinng 3,882
shares for £1,600 Its interest as a result of this purchase has increased from 95 18% to 95 23% NMT 15
accounted for as a subsidiary in accordance with IFRS 3 ‘Business Combinations’ therefore the
accounting treatment will not change as a result of this event  On 5 March 2008 the Group disposed of its
equity interest in Imprnint Plc for £57,000

Dividends

The Directors do not recommend the payment of a dividend (2006 £mil) There was no interm dividend
(2006 £nil)

Capital structure

Detalls of the authonsed and 1ssued share capital, together with details of the movements in the
Company's 1ssued share capital durning the year are shown in note 24 The Company has 1ssued shares
in the following classes

Class Nominal value per % of
share total capital

Ordinary shares £0 0000001 -
A Shares £0 49099995 4973
B Shares £0 49999995 4973
Deferred shares £0 00000001 -

None of the Company's shares has a nght to fixed income The Crdinary shares and A and B Shares
carry the nght to one vote each at general meetings of the Company The Deferred shares carry no nghts
to participate in the profits or assets of the Company and camry no voting nghts No person has any
special nghts of cantral over the Company's share capital and all 1ssued shares are fully paid

The Company operates an EMI share scheme in which employees of Group companies may participate
subject to the rules of the scheme and certain other conditions and has granted unapproved options
outside of this scheme Further details relating to both are set out in note 28
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Directors’ report (continued)

Capital structure (continued)

With regard to the appointment and replacement of directors, the Company 1s governed by its Articles of
Association, the Companies Acts and related legislatton The Articles themselves may be amended by
special resolution of the shareholders

At the Company’'s AGM on 19 September 2007 a number of resolutions were passed that conferred on
the Directors certain authonties in relation to the Company’s share capital There are summarnsed in the
below

o]

Directors

The Directors may allot urissued shares in the capital of the Company up to an aggregate ncminal
amount of £2 00, such authonty to expire fifteen months after the passing of the resolution or If
earlier, on the conclusion of the next annual general meeting

The Dwectors may allot equity secunties otherwise than to existing shareholders 1n accordance with
their statutory pre-emption nghts  The Directors may exercise such authonty in respect of Ordinary
shares having an aggregate norminal amount of £2 00 representing approximately 352% of the
issued ordinary share capital of the Company The directors may issue shares for cash to
shareholders pursuant to a nghts 1ssue, open offer, or simiar 1ssue, and without also 1ssuing shares
to overseas shareholders or in respect of fractions The authonty expires fifteen months after the
date the resolution was passed or if earlier, on the conclusion of the next annual general meeting

The Company may make market purchases of its Ordinary shares of up to a total of 4,000,000
Ordinary shares This authonty exprres fifteen months from the date of the resclution or on the
conclusion of the next annual general meeting, whichever 1s the earher The minimum price per
share to be paid on exercise of the authority would be its nominal value (£0 0000001) and the
maximum price would not exceed 5 per cent of the average middle market quotatons for an
Ordinary share as denved from the London Stock Exchange plc for the 5 business days immediately
preceding the day of purchase

All Directors serving dunng the year were also Directors at the date of signing The Directors of the
Company during the year were as follows

Audit Remuneration

Committee Committee
Lord Kalms of Edgware — Chairman Yes Yes*
Jonathan Lander — Chief Executive Officer No No
Nicholas Lander — Chief Financial & Operating Officer No No
Richard Kalms - Business Development Director No No
Neil Ashley — Non-Executive Director Yes Yes
David Buchler — Independent Non-Executive Director Yes” Yes

* denotes Chairman of relevant committee

The Directors’ biographies are set out on pages 1 and 2 and are incorporated here by reference

Jonathan Lander and Neil Ashley retire by rotation at the next annual general meeting and, being ehgible,
offer themselves for re-election
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Directors’ report (confinued)

Directors’ interests

The Directors’ interests in the share capital of the Company at 31 December are disclosed below

Lord Kalms of Edgware
Neit Ashley*

Dawid Buchler

Richard Kalms
Jonathan Lander

Nick Lander

Number of
Ordinary

Shares
2007

260,000
$10.000
38,985
250,000
228,750
45,000

Number of A
Shares
2007

2,630
3.880

5,265
14,500
7315

Number of B
Shares
2007

2,630
3,880

5,265
14,500
7,315

Number of
Ordmnary
Shares
2006

260,000
510.000
38,885
250,000
228,750
45,000

Number of A°  Number of B
Shares Shares

2006 2006

2,630 2,630

3.880 3.880

5265 5,265

14,500 14,500

7.315 7.315

* Neill Ashley 1s a Trustee of The Ashley Grandchildren’s 2003 Settlement, whose shareholdings are
included above As Trustee Mr Ashley holds 250,000 ordinary shares, 1,250 A shares and 1,250 B

shares

Neither the A Shares nor the B Shares are admitted to trading on AlM

The following changes took place in the interests of Directors between 31 December 2007 and 12 June

2008

Lord Kalms of Edgware
Dawid Buchler

Richard Kalms
Jonathan Lander

MNick Lander

Number of
Ordinary

Shares

Acqguired

140,000
10,000

150,000
75,000

Price per
Ordwnary
Share

125p
125p

125p
128p

Number of A
Shares
Acquired

1,722

3,443

Number of B
Shares
Acquired

1722

3443

Following the above transactions the relevant Directors’ interests in the 1ssued share capital of the
Company as at 12 June 2008 are as follows

Lord Kalms of Edgware
Neil Ashley*

Dawid Buchler

Richard Kalms
Jonathan Lander

Nick Lander

Number of
Ordinary

Shares
2007

400,000
510,000

48,985
250,000
378,750
120,000

% of Issued
Ordinary
Share Capital

70%
90%
09%
44%
67%
21%

Number of A
Shares

2,630
3,880

6,987
14,500
10,758

% of Issued
A Shares

53%
78%

14 0%
291%
216%

Numberof B % of Issued
Shares B Shares
2,630 53%

3,880 78%

6,987 14 0%

14,500 291%
10,758 216%

* Nell Ashley 1s a trustee of The Ashley Grandchildren’s 2003 Settlement, whose shareholdings are
ncluded above As Trustee Mr Ashley holds 250,000 ordinary shares, 1,250 A shares and 1,250 B

shares

Dawvid Buchler 1s the only director of the Company to hold share options As at 31 December 2007 he held
31,000 options (2006 31,000) at a grant price of £1 875 exercisable until 31 December 2014

Suppher payment policy

The Group does not follow any specified code or standard on payment practice However, it 1s the Group's
policy to negotiate terms with its suppliers and to ensure that they are aware of the terms of payment
when business 1s agreed It 1s the Group's policy to make prompt payment to those suppliers meeting their
obligations The number of days’ purchases represented by year end creditors for the Company 1s 171
(2006 — 221 days) and for the Group 1s 37 (2006 101 days)

10
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Directors’ report (continued)

Charitable and political donations
There were no chantable or polihical donations made during the year (2006 £nil)

Disabled employees
Applications for employment by disabled persons are always fully considered, bearnng in mind the
aptitudes of the applicant concerned In the event of members of staff becoming disabled every effort 1s
made to ensure that therr emptoyment with the Group continues and that appropnate training 1s arranged
It 1s the policy of the Group that the traming, career development and promotion of disabled persons
should, as far as possible, be identical to that of other employees

Substantial shareholdings

On 16 June 2008 the Company had been notified, in accordance with chapter 5 of the Disclosure and
Transparency Rules, of the following voting nghts as a shareholder of the Company

% of Voting
Rights and
Issued
Number of Ordinary Number % of
Ordinary Share Nature of Number of % of Issued of B Issued B
Name of shareholder Shares Capital holding A Shares A Shares Shares Shares
Andrew Lynton Cohen 749,666 13 2% Indirect - - - -
Roy Mitchell 174133 31% Direct - - - -
Clareco Limuted and FG
Nominees Limited 182,114 32% Direct - - -
State Street Nominees
Limited 282,000 50% Direct - - -
Nutraco Nominees
Limited for Royal Bank of
Scotland as Trustees of
the 33 King William
Street Growth &
Recovery Fund 278,148 49% Direct - - -
Dawnay, Day
International Linited 743,750 131% Direct 10,525 21 2% 10,525 21 2%

Employee involvement

The Group places considerable value on the involvement of its employees and has continued to keep
them informed on matters affecting them as employees and on the vanous factors affecting the
performance of the Group This 1s achieved through informal discussions between Group management,
operating company management and employees at a local level

Auditors

Deloitte & Touche LLP have expressed therr willingness to continue 1n office as auditors and a resolution to
reappoint them will be proposed at the forthcoming Annual General Meeting

By order of the board

Nick Lander
Company Secretary
17 June 2008

1
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Statement of directors’ responsibilities

The directors are respensible for prepanng the Annual Report and the financial statements in accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year The directors are
required by the IAS Regulation to prepare the Group financial statements in accordance with Intemational
Financial Reporting Standards (“IFRS") (including International Accounting Standards “IAS" and
interpretations 1ssued by the Intemational Accounting Standards Board (“IASB™) and its committees, and as
interpreted by any regulatory bodies applicable to the Group as adopted for use in the European Union) The
Group financial statements are also reguired by law to be properly prepared in accordance with the
Companies Act 1985 and Article 4 of the IAS Regulation

International Accounting Standard 1 requires fair presentation of the Group's financtal position, financial
performance and cash flows for each financial year This requires the faithful representation of the effects of
transactions, other events and conditions in accordance with the definitions and recognition critena for assets,
habihities, income and expenses set out In the International Accounting Standards Beard's 'Framework for the
Preparation and Presentation of Financial Statements’ In virtually all circumstances, a far presentation will
be achieved by comptiance with all applicable IFRSs Directors are also required to

« properly select and apply accounting policies,

« present information, including accounting policies, in a manner that provides relevant, reliable, comparable
and understandable information, and

e provide additional disclosures when compliance with the specific requirements in IFRSs 1s insufficient to
enable users to understand the impact of parlicular transactions, other events and conditions on the
entity's financial position and financtal performance

The directors have elected to prepare the parent Company financial statements in accordance with United
Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable
law) The parent Company financial statements are required by law to give a true and fair view of the state of
affairs of the Company In prepanng these financial statements, the directors are required to

» select suitable accounting policies and then apply them consistently,
+ make judgements and estimates that are reasonable and prudent,

« state whether applicable UK Accounting Standards have been followed, and

+ prepare the financial statements on the going concemn basis unless it 1s iInapproprate to presume that the
Company will continue in business

The directors are responsible for keeping proper accounting records that disclose with reascnable accuracy at
any time the financial position of the Group and enable them to ensure that the parent Company financial
statements comply with the Companies Act 1985 They are also responsible for safeguarding the assets of
the Group and hence for taking reasonable steps for the prevention and detection of fraud and other
iregulanties

The directors are responsible for the maintenance and integnty of the corporate and financial information

included on the Group's website Legislation in the Umted Kingdom governing the preparation and
dissemination of financial statements may differ from legrslation in other junsdictions
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Volvere plc

Annual report and financial statements for the year ended 31 December 2007

Statement of directors’ responsibilities {continued)
Each of the persons who 1s a Director at the date of approval of this report confirms that

» sofar as the Director 1s aware, there 15 no relevant audit information of which the Company’s auditors are
unaware, and

= the Director has taken all the steps that he/she ought to have taken as a Director in order to make himself
aware of any relevant audit information and to establish that the Company's auditors are aware of that
information

This confirmation 1s given and should be interpreted in accordance with the provisions of s234ZA of the
Companies Act 1985
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Volvere plc

Annual report and financial statements for the year ended 31 December 2007

Independent Auditors’ Report to the shareholders of Volvere plc

We have audited the Group financial statements of Volvere plc for the year ended 31 December 2007 which
comprise the consolidated income statement, the consolidated statement of changes in equity, the
consohidated balance sheet, the consohdated cash flow statement and the related notes 1 to 34 These
Group financial statements have been prepared under the accounting policies set out therein

We have reported separately on the parent Company financial statements of Volvere plc for the year ended
31 December 2007

This report 1s made solely to the Company’s members, as a body, in accordance with section 235 of the
Companies Act 1985 Our audit work has been undertaken so that we might state to the Company's
members those matters we are required to state to them in an auditors’ report and for no other purpose To
the fullest extent permitted by law, we do not accept or assume responsibiity to anyone other than the
Company and the Company’'s members as a body, for our audit work, for this report, or for the opmions we
have formed

Respective responsibilities of directors and auditors

The directors' responsibilites for prepanng the Annual Report and the Group financial statements in
accordance with apphcable law and International Financial Reporting Standards (IFRSs) as adopted by the
European Union are set out in the Statement of Directors” Responsibilities

Our responsibility 1s to audit the Group financial statements in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland)

We report to you our opinion as to whether the Group financial statements give a true and fair view, whether
the Group financial statements have been properly prepared in accordance with the Companies Act 1985 and
Article 4 of the IAS Regulation and whether the part of the directors' remuneration report described as having
been audited has been properly prepared in accordance with the Companies Act 1985 We also report to you
whether in our opinion the information given in the Directors’ Report 15 consistent with the Group financial
statements The information given in the Directors' Report includes that specific information presented in the
Operating and Financial Review that i1s cross referred from the Pnncipal Activity and Business Review section
of the Directors' Report

In addition we report to you f, In our opinion, we have not recerved all the information and explanations we
require for our audit, or if iInformation specified by law regarding director's remuneration and other transactions
1s not disclosed

We read the other information contained in the Annual Report as descnbed in the contents section and
consider whether it 15 consistent with the audited Group financial statements We consider the implications for
our report if we become aware of any apparent misstatements or matenal inconsistencies with the Group
financial statements Our respensibilities do not extend to any further information outside the Annual Report

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland} 1ssued by
the Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to the
amounts and disclosures in the Group financial statements It also includes an assessment of the significant
estimates and judgements made by the directors i the preparation of the Group financial statements, and of
whether the accounting policies are appropnate to the Group's circumstances, consistently apphed and
adequately disclosed
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Volvere pic

Annual report and financial statements for the year ended 31 December 2007

Independent Auditors’' Report to the shareholders of Volvere plc (contmnued)

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

Opinton

In our opmion
» the Group financial statements give a true and farr view, In accordance with IFRSs as adopted by the

European Union, of the state of the Group's affairs as at 31 December 2007 and of its profit for the year
then ended,

« the Group financial statements have been properly prepared in accordance with the Companes Act 1985
and Article 4 of the IAS Regulation, and

« the information given In the Directors' Report 1s consistent with the Group financtal statements

In our opimion the Group financial statements give a true and fair view, in accordance with IFRSs, of the state
of the Group's affairs as at 31 December 2007 and of its profit for the year then ended

Deloitte & Touche LLP
Chartered Accountants and Registered Auditors
Reading, United Kingdom

17 June 2008
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Volvere plc

Consolidated iIncome statement for the year ended 31 December 2007

Continuing Discontinued Continumg Discontimued
Operations operations Total Operations Acquisitions operations Total
Note 2007 2007 2007 2006 2006 2006 2006
£'000 £'000 £'000 £'000 £'000 £'000 £'000
Revenue 6 3,795 9,352 13,147 2,703 717 10,357 13,777
Cost of sales {1.180) {5,105} (6,285) (793} {293) {5.931) (7.017)
Gross profit 2,615 4,247 6,862 1,910 424 4,426 6,760
Administrative
expenses
Before goodwill and
amortisation (3,181) (3,885) (7,066} (2,482) (478) {3.990) (6,950)
Amortisation of
intangible assets {241) - (241) (240} - - (240)
Realisation of negative
goodwill 93 - 93 - 252 - 252
Administrative
expenses (3,329) (3,885) (7.214) {2,722) (226) {3,990) {6.938)
{Loss}profit from
operations 3 {714) 362 (352) (812) 198 436 {178)
Share of profits of
associates - - - 1" - - 11
Finance costs 9 (41) {12) (53} (31) {13) (13) (57)
Fimance ncome 9 391 - 3 99 - - 99
{Loss)/profit before
tax (364) 350 {14) (733) 185 423 {125)
Tax expense 10 - - - - - - -
Post-tax gamn on
disposal of
discontinied operation 11 - 3,270 3,270 - - - -
(Loss)/profit for the
year (364) 3.620 3,256 (733) 185 423 (125)
Attnibutable to
- Equity holders of the
parent 25 3,251 (121)
- Minonty interest 33 5 4
3,256 {125)
Earnings/{loss) per
share 12
- Basic {pence) 57 74p {(3031p)
- Diluted (pence) 57 05p {3031p)
—_——

The notes on pages 20 to 53 form part of these financial statements
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Velvere plc

Consolidated statement of changes in equity for the year ended 31 December 2007

Share
Share Share option  Retained
capital premium reserve  earnings Total
£000 £'000 £'000 £'000 £'000

Changes in equity
Balance at 1 January 2006 50 361 41 3,705 4,157
Loss for the year & total recognised income

and expense for the year - - - (121) (121)
Purchase of own shares - - - (9) (9)
Issue of share captal - 2,952 - - 2,952
Equity share options 1ssued - - 34 - 34
Balance at 31 December 2006 50 3,313 75 3,575 7,013
Balance at 1 January 2007 50 3,313 75 3,575 7.013
Profit for the year & total recognised
income and expense for the year - - - 3,251 3,251
Issue of share capital - 273 - - 273
Equity share options 1ssued/cancelled - - (60) 61 1
Balance at 31 December 2007 50 3,586 15 6,887 10,538

The notes on pages 20 to 53 form part of these financial statements
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Volvere ple

Consolidated balance sheet at 31 December 2007

Note

Assets
Non-current assets
Intangible assets 14
Available for sale investments 16
Property, plant & equipment 13
Total non-current assets
Current assets
Trade and cther receivables 17
Cash and cash equivalents 34
Total current assets
Total assets
Liabilities
Current habilities
Trade and other payables 18
Other financial habilities 19
Total current liabilities
Non-current llabihities
Financial habilibes 20
Total non-current habilities
Total habihities
TOTAL NET ASSETS
Capital and reserves attributable to equity holders of

the company
Share capital 24
Share premium account 25
Share ophion reserve 25
Retained earnings 25
Minonty interest 33
TOTAL EQUITY 26

2007 2006
£'000 £'000
716 957
48 ;
203 293
967 1,250
1,474 4,743
11,738 6,540
13212 11,283
14,179 12,533
(2,938) (4,302
(120) (150)
(3058)  (4,452)
(300) (420)
(300) (420
(3358) (4,872
10,821 7,661
50 50
3,586 3,313
15 75
6,887 3,575
10,538 7,013
283 648
10,821 7,661

The financial statements on pages 1 to 53 were approved by the Board of Directors and authorised for 1ssue

on 17 June 2008 and were signed on its behalf by

Nick Lander Jonathan Lander
Director Director
17 June 2008 17 June 2008

The notes on pages 20 to 53 form part of these financial




Volvere plc

Consolidated cash flow statement for the year ended 31 December 2007

Operating activities
Net loss frem ordinary activities
Adjustments for
Depreciation
Realsation of negative goodwill
Amortisation of intangible assets
Share based payment expenses
Loss on dispesal of property, plant and equipment

Operating loss before changes in
working capital and provisions
Increase in trade and other receivables
Increase in trade and other payables

Operating cashflows from working capital
movemants

Investing activities
Acquisitton of subsidiary, net of cash
acquired
Investment in associate
Net cash acquired on acquisithion of investment
in associate, net of associated costs
Disposal of subsidiary, net of cash
disposed
Purchases of property, plant and equipment
Sales of property, plant and equipment
Interest received
Purchase of available for sale investments
Refund of consideration relating to acquisition

Financing activities

Purchase of ocrdinary shares for cancellation
Proceeds from bank borrowings
Repayment of bank borrowings

Interest paid

Increase in cash and cash equivalents
Cash and cash equivalents at beginning of
year

Cash and cash equivalents at end of year

Note

2007
£'000

(352)
133
(93)

241
1

(24)
994

(39)

11 4,431
(228)

396
(49)

(1503

(63)

34

The notes on pages 20 to 53 form part of these financial statements
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(213)

11,738

2007
£'000

(70)

970

4,511

5,198

6,540

2006
£'000

(178)
107
(252)

240
34

(898)

1.011

(31)
(190)

5611

(180)
99

88

(9)
600
(608)
(57)

2006
£'000

(47)

115

5,402

(74)
5,396

1,144

6.540




Volvere plc

Notes forming part of the financial statements for the year ended 31 December 2007

1

Accounting policies

Basis of accounting

These financial statements have been prepared in accordance with Internabonal Financial Reporting
Standards (IFRSs and IFRIC interpretations) as endorsed by the European Union (*endorsed IFRS™)
and with those parts of the Companies Act 1985 applicable to companies prepanng therr accounts
under endorsed IFRS The Company has elected to prepare its parent company financial statements
in accordance with UK Generally Accepted Accounting Principles ("UK GAAP"), these are presented
on pages 55 to 61 This Is the first time the Group has prepared its consolidated financial statements
in accordance with endorsed IFRSs, having previously prepared its financial statements in accordance
with UK GAAP Detalls of how the transihon from UK accounting standards to endorsed IFRSs has
affected the Group's reported financial position, financial performance and cash flows are given in
note 2 to the financial statements

Changes in accounting policres
First-time adoption of IFRS

In prepanng these financial statements, the Group has elected to apply the following transitional
arrangements permitted by IFRS 1 'First-tme Adoption of Intemational Financial Reporting
Standards'

» Business combinations effected before 1 January 2006, including those that were accounted for
using the merger method of accounting under UK accounting standards have not been restated

« The carrying amount of capitalised goodwill at 31 December 2006 that arose on business
combinations accounted for using the acquisition method under UK GAAP was frozen at this
amount and tested for impairment at 1 January 2006 The carrying amount was adjusted for
intangible assets that would have been required to be recognised in the acquiree's separate
financial statements in accordance with IAS 38 ‘Intangible Assets’, such as development costs

s  Goodwll written off directly to reserves on business combinations effected before 1 January 1998
has not retrospectively been capitalised and will not be transferred to the iIncome statement on the
disposal of a subsidiary to which it relates

» |IFRS 2 'Share-based payments' has been applied to employee options granted after 7 November
2002 that had not vested by 1 January 2005

Except as noted above, the following pnncipal accounting policies have been apphed consistently in
the preparation of these financial statements

Basis of consohdation

The consolidated financial statements incorporate the financial statements of the Company and
entities controlled by the Company (its subsidianes) made up to 31 December each year Control 15
achieved where the Company has the power to govern the financial and operating policies of an
investee entity so as to obtan benefits from its activities

On acquisition, the assets and labiities and contingent habilities of a subsidiary are measured at their
far values at the date of acquisition Any excess of the cost of acquisition over the fair values of the
idenbfiable net assets acquired 1s recognised as goodwill Any deficiency of the cost of acquisition
below the far values of the identifiable net assets acquired (1 e discount on acquisition) 1s credited {o
the income statement in the penod of acquisihon The interest of minonty shareholders 1s stated at the
minonty's proportion of the farr values of the assets and habilities recogmised Subsequently, any
losses applicable to the minonty interest in excess of the minonty interest are allocated aganst the
interests of the parent
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Volvere plc

Notes forming part of the financial statements for the year ended 31 December 2007 {continued)

1  Accounting policies {continued)}

Basis of consolidation (continued)

The results of subsidianes acqguired or disposed of dunng the year are included in the consolidated
income statement from the effective date of acquisition or up to the effective date of disposal, as
appropnate All intra-group transactions, balances, income and expenses are ehminated on

consohdation

Goodwill

Gooedwill ansing on consclidation represents the excess of the costs of acquisition over the Group'’s
interest in the fair value of the identifiable assets and labilites of a subsidiary, associate or jointly

controlled entity at the date of acquisition

Goodwill 1s recognised as an asset and reviewed for impairment at least annually Any impairment 1s

recogrised immediately in the iIncome statement and 1s not subsequently reversed

On dispesal of a subsidiary, associate or jointly controlled entity, the attnbutable amount of goodwill 1s

included in the determination of the profit or loss on disposal

Goodwili ansing on acquisiions before the date of transition to IFRSs has been retained at the
previous UK GAAP amounts subject to being tested for impairment at that date Goodwll written off to
reserves under UK GAAP pnor to 1998 has not been reinstated and 1s not included in determining any
subsequent profit or loss on disposal Negative goodwill ansing on acquisitions I1s recognised

immediately in the income statement in the penod mn which it anses

Revenue recognifion

Revenue 1s measured at the fair value of the consideration received or receivable and represents
amounts recewvable for goods and services provided in the normal course of busmess, net of

discounts, VAT and other sales-related taxes

Sales of goods are recognised when goods are delivered and title has passed

Revenue earned on time and materials contracts 1s recognised as costs are incurred  Income from
fixed price contracts 1s recognised in proportion 1o the stage of completion of the relevant contract

Leasing

Rentals payable under operating leases are charged to income on a straight-line basis over the term

of the relevant lease

Foreign currencies

Transactions in currencies other than pounds sterling are recorded at the rates of exchange prevailing
on the dates of the transactions At each balance sheet date, monetary assets and habilities that are
denominated n foreign currencies are retranslated at the rates prevailing on the balance sheet date

Gains and losses ansing on retranslation are inctuded in net profit or loss for the penod

Retirement benefit costs

The Group's subsidiary undertakings operate defined contnbution retrement benefit schemes
Payments to defined contnbution retirement benefit schemes are charged as an expense as they fall
due The assets of the schemes are held separately from those of the relevant company and Group

in independently administered funds
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Volvere plc

Notes forming part of the financial statements for the year ended 31 December 2007 (continued)

1  Accounting policies {continued)

Taxation

The tax expense represents the sum of the tax currently payable and deferred tax The tax currently
payable i1s based on taxable profit for the year Taxable profit differs from net profit as reported in the
income statement because it excludes items of ncome or expense that are taxable or deductble in
other years and it further excludes items that are never taxable or deductible The Group's hability for
current tax 1s calculated using tax rates that have been enacted or substantively enacted by the

balance sheet date

Deferred tax 1s the tax expected to be payable or recoverable on differences between the carrying
amounts of assets and liabhities in the financial statements and the corresponding tax bases used In
the computation of taxable profit, and 1s accounted for using the balance sheet habiity method
Deferred tax habilites are generally recognised for all taxable temporary differences and deferred tax
assets are recognised to the extent that it 1s probable that taxable profits will be avaiable against
which deductible temporary differences can be utihlsed Such assets and habilities are not recognised
if the temporary difference anses from goodwill or from the imitial recognition {(other than in a business
combination) of other assets and habibhties in a transaction that affects neither the tax profit nor the

accounting profit

Deferred tax habilities are recognised for taxable temporary differences ansing on investments In
subsidiaries and associates, and interests in joint ventures, except where the Group 1s able to control
the reversal of the temporary difference and it 1s probable that the temporary difference will not

reverse i the foreseeable future

The carrying amount of deferred tax assets 18 reviewed at each balance sheet date and reduced to
the extent that it 1s no longer probable that sufficient taxable profits will be available to allow all or part

of the asset to be recovered

Deferred tax 1s calculated at the tax rates that are expected to apply in the penod when the hability 1s
seftled or the asset 1s realised Deferred tax 1s charged or credited in the income statement, except
when 1t relates to items charged or credited directly to equity, in which case the deferred tax 1s also

dealt with In equity

Property, plant and equipment

Items of plant and equipment are stated at cost less accumulated depreciation and any recognised
impairment loss  Depreciation 1s charged so as o wnte off the cost or valuation of assets, over ther

estimated useful ives, using the straight line method, on the following bases

Improvements to short-term leasehold property Over the life of the lease
Plant and machinery 20%-33%
Investments

Investments are recognised and derecognised on a trade date where a purchase or sale of an
investrment 1s under a contract whose terms require delivery of the investment within the timeframe
established by the market concerned, and are initially measured at cost, including transaction costs
Available for sale current asset investments are subsequenily carned at fair value with adjustments

recognised In reserves

Investment income

Income from investments 1s included in the income statement at the point the Group becomes legally

entitled to it, before deduction of any related tax credit
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Volvere plc

Notes forming part of the financial statements for the year ended 31 December 2007 (continued)

1 Accounting policies {continued)

Impairment of tangible and intangible assets excluding goodwill

At each balance sheet date the Group reviews the carrying amounts of its tangible and mntangible
assets to determine whether there 1s any indication that those assets have suffered an impairment
loss If any such indicatton exists, the recoverable amount of the asset 1s estimated in order to

determine the extent of the impairment loss (if any}

Recoverable amount 1s the higher of far value tess costs to sell and value In use In assessing value
in use, the estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of money and the nsks specific to the

asset for which the estimates of future cash flows have not been adjusted

If the recoverable amount of an asset (or cash-generating urut) 1s estimated to be less than its carrying
amount, the carrying amount of the asset (cash-generating unit} 1s reduced to its recoverable amount
An mpairment loss 1s recognised as an expense immediately, unless the relevant assetis camed at a

revalued amount, in which case the impairment loss 1s treated as a revaluation decrease

Where an impaiment loss subsequently reverses, the carrying amount of the asset (cash-generating
unit) 1s iIncreased to the revised estimate of its recoverable amount, but so that the increased carrying
amount does not exceed the carrying amount that would have been determined had no imparment
loss been recognised for the asset (cash-generating unit) In prior years A reversal of an impairment
loss 15 recognised as income immediately, unless the relevant asset 1s camed at a revalued amount,

in which case the reversal of the impairment loss 1s treated as a revaluahon increase

Intangible assets — customer relationships

Customer relaticnship intangible assets acquired in a business combination are inihally measured at
far value, based on discounted cash flows and amortised over their estimated useful ives of 5 years

on a straight ine basis

Fmancial assets

The Group classifies its financial assets into one of the following categones, depending on the
purpose for which the asset was acquired The Group's accounting pohcy for each category 1s as

follows

Fair value through profit or loss: This category compnises only in-the-money denvatives They are
camed in the balance sheet at farr value with changes in fair value recognised In the income
statement The Group does not have any assets held for trading nor does it voluntarily classify any

financial assets as being at fair value through profit or loss

Loans and receivables. These assets are non-denvative financial assets with fixed or determinable
payments that are not quoted in an active market They anse principally through the prowision of
goods and services to customers {trade debtors), but also incorporate other types of contractual

monetary asset They are carned at cost less any proviston for impairment

Held-to-maturity investments These assets are non-derwvative financial assets with fixed or
determinable payments and fixed matunties that the Group's management has the positive intention
and ability to hold to matunty These assets are measured at amortised cost, using the effective

interest rate method less any impairment, with revenue recognised on an effective yield basis
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Volvere plc

Notes forming part of the financial statements for the year ended 31 December 2007 (continued)

1 Accounting policies {continued}

Financial assets (continued)

Available-for-sale: Non-denvative financial assets not included in the above categones are classified
as avalable-for-sale and compnse the Group's strategic investments in entites not qualfying as
subsidianes, assoctates or jointly controlled entties They are carned at fair value with changes i fair
value recognised directly in equity Where a decfine in the fair value of an available-for-sale financial
asset constitutes objective evidence of impairment, the amount of the loss 1s removed from equity and

recognised in the iIncome statement

Fmnancal frabilitres

The Group classifies its financial habihties into one of two categones, depending on the purpose for

which the asset was acquired The Group's accounting policy for each category 1s as follows

Fair value through profit or loss This category comprises only out-of-the-money denvatives They
are camed In the balance sheet at far value with changes in fair value recognised in the income

statement

Other financial habilities: Other financial abihties include the following items

Trade payables and other short-term monetary habilihes, which are recogmised at amorhsed cost

Bank borrowings are imhally recognised at the amount advanced net of any transaction costs
directly attnbutable to the issue of the instrument  Such interest beanng habiites are
subsequently measured at amortised cost using the effective interest rate method, which ensures
that any interest expense over the penod to repayment 1s at a constant rate on the balance of the
habihty carned in the balance sheet "Interest expense” in this context includes inittal transaction
costs and premia payable on redemption, as well as any interest or coupon payable while the

habihty 1s outstanding

Financial habihly and equity

Financial liabilites and equity instruments are classified according to the substance of the contractuat
arrangements entered tnto An equity instrument 1s any contract that evidences a residual interest in

the assets of the Group after deducting all of its habihties

Share-based payments

The Group has applied the requirements of IFRS 2, Share-based Payments In accordance with the
transitional provisions, IFRS 2 has been applied to all grants of equity instruments after 7 November

2002 that were unvested as of 1 January 2005

The Group 1ssues equity-setiled share-based payments to certain employees Equity-setled share-
based payments are measured at fair value at the date of grant The fair value determined at the
grant date of the equity-settled share-based payments 1s expensed on a straight-line basis over the

vesting period, based on the Group's estimate of shares that will eventually vest

Fair value 1s measured by use of a Black-Scholes prnicing model The expected ife used in the model
has been adjusted, based on management's best estimate, for the effects of non-transferability,

exercise restnctions, and behavioural considerations

Cash and cash equivalents

Cash and cash equivalents compnise cash balances, overnight deposits and treasury deposits  The
Group considers all ighly iquid investments with onginal matunty dates of three months or less to be

cash equivalents
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Volvere plc

Notes forming part of the financial statements for the year ended 31 December 2007 (continued)

Accounting policies {continued)
Cntical Accounting Judgements and Key Sources of Esimation Uncertainty

The preparation of financial statements in conformity with IFRS requires management to make
judgements, estimates and assumptions that affect the application of policies and reported amounts of
assets and habilities, Income and expenses The nature of the Group’s business i1s such that there can
be unpredictable vanaton and uncertainty regarding its business The estimates and associated
assumptions are based on historical expenence and various other factors that are believed to be
reasonable under the circumstances, the results of which form the basis of making the judgements
about carrying values of assets and habilities that are not readily apparent from other sources Actual
results may differ from these estimates The key sources of estimation that have a significant impact
on the carrying value of assets and liabilibes are discussed below

Revenue recognition

Significant amounts of the Group’s revenue arise from client projects where there 1s a fixed contract
value and fixed scope of work The Group recognises revenue as work progresses and assesses the
stage of completion in relation to these projects On large projects, and those spanning long periods
of tme, there can be a greater amount of uncertainty in relation to these projects’ financial outcomes
and the timing of project completion The Group reviews projects’ progress on a penodic basis to
ensure that projects’ revenues are recognised appropriately and consistently in hine with the provision
of services

Amortisaticn of intangible assets

The Group has, in determining the value of intangible assets, estimated the cash flows expected to
anse from the underlying intangible assets acquired as part of therr acquisihten and estimated a
suitable discount rate in order to calculate the present value thereof The value of the Group's
intangible assets is being amortised over 5 years using the straight iine method

Share-based payments

The Group has an equity-settled share-based remuneration scheme for employees Employee
services received, and the corresponding increase v equity, are measured by reference to the far
value of the equity instruments (shares) at the date of grant The fair value of share options Is
estimated by using the Black-Scholes valuation model on the date of grant based on certain
assumptions Those assumptions include, among others, the dividend growth rate, expected volatility,
expected life of the options and number of options expected to vest More details including carrying
values are disclosed in note 28

New standards and interpretations
The following standards and interpretahions o existing standards have been published and endorsed

by the EU but are not mandatory for the year ended 31 December 2007 and have not been applied by
the Group dunng the year

Effective Dates
{(Penods beginning on or after)

IFRS 8 - Operating Segments 1 January 2008
IAS 23 - Borrowing Costs — revised 1 January 2009
IFRIC 11 - IFRS 2 ~ Group and Treasury Share Transactions 1 March 2007
IFRIC 12 -  Service Concession Arrangements 1 January 2008
IFRIC 13 -  Customer Loyalty Programmes 1 July 2008
IFRIC 14 - |AS 19 ~ The mit on a Defined Benefit Asset,

Minimum funding requirements and their interaction 1 January 2008

The directors do not anticipate that the adoption of these standards and interpretations will have a
matenal impact on the Group’s financial statements in the period of initial applhcation
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Volvere plc

Notes forming part of the financial statements for the year ended 31 December 2007 {continued)

2 First time adoption of International Financial Reporting Standards {IFRS)

Reconcihations and explanatory notes on how the transition to IFRS has affected profit and net assets
previously reported under UK Generally Accepted Accounting Panciples are given below

Profit and loss account reconciliation for the year ended 31 December 2006

Sub- UK GAAP Adjustments IFRS

note £'000 £'000 £'000
Revenue 13,777 - 13,777
Cost of sales (7,017) - (7,017)
Gross profit 6,760 - 6,760
Administrative expenses
Before goodwill and amortisation | {6,916) (34) {6,950)
Realisation of negative goodwill ] 234 18 252
Amortisation of positive goodwtl} n (61) 61 -
Amortisation of intangible assets v - (240) {240)
Administrative expenses {6,743) (195) (6,938)
Profit/(loss) from operations 17 (195) (178)
Share of results of associates 11 - 11
Finance costs (57) - {57}
Finance income 99 - 99
Profit/(loss} before & after tax 70 (195) (125)
Minonty interests 4 - 4
Retained profit/(loss) for the year 74 (195) (121}

Reconcihation of UK GAAP consolidated profit to IFRS consolidated profit

Year anded

31 December

2006

Notes £000

Profit for the year as reported under UK GAAP 74

Adjustments for

Short-term employee benefits | (34)
Realisation of negative goodwill on acquired businesses " 18

Goodwill reversal m 61
Amortisation of ntangible assets v (240)

Loss for the year as reperted under IFRS (121}
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Notes forming part of the financial statements for the year ended 31 December 2007 {continued)

2

Balance sheet reconciliation as at 1 January 2006

Non-current assets
Property, plant and equipment
Goodwill

Negative goodwill

Other intangible assets
Investments

Tota!l non-current assets
Current assets

Trade and other receivables
Cash and cash equivalents
Total current assets

Total assets

Current habilities
Trade and other payables

Total current iabiities
Total non-current habihties
Total habilities

Total net assets

Equity

Share capital

Share premium accounts
Equity reserve

Retained earnings

Equity attributable to equity holders of
the parent

Minority interest

Total equity

First time adoption of International Financial Reporting Standards (IFRS) (continued)

Sub- UK GAAP Adjustments IFRS
note £'000 £'000 £'000
218 - 218
v 1,285 {1,285) -
I (66) 66 -
v - 1,285 1,285
1,535 - 1,535
2,972 66 3,038
3,663 - 3,663
1,144 - 1,144
4,807 - 4,807
7,779 66 7,845
(3.688) - (3,688)
(3,688) - (3,688)
(3,688) - (3,688)
4,091 66 4,157
50 - 50
361 - 361
I - 41 41
i 3,680 25 3,705
4,01 66 4157
4,091 66 4,157
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Notes forming part of the financial statements for the year ended 31 December 2007 (continued)

2  First time adoption of International Financial Reporting Standards (IFRS) (continued)

Balance sheet reconciiation as at 31 December 2006

Sub- UK GAAP Adjustments IFRS
note £'000 £'000 £'000
Non-current assets
Property, plant and equipment 293 - 293
Goodwill v 1,136 (1,136) -
Negative goodwili 0 (84) 84 -
Other intangible assets v - 957 957
Total non-current assets 1,345 (95) 1,250
Current assets
Trade and cther receivables 4,743 - 4,743
Cash and cash equivalents 6,540 - 6,540
Total current assets 11,283 - 11,283
Total assets 12,628 (95) 12,533
Current habilities
Bank overdrafts and loans (150) - {150)
Trade and cther payables {4,302) - (4,302)
Total current habilihes (4,452) - (4,452}
Non-current habilities
Bank loans (420) - {420)
Total non-current iabilities (420) - (420)
Total Labilities (4,872) - (4,872)
Total net assets 7,756 (95) 7.661
Equity
Share capital 50 - 50
Share premium accounts 3,313 - 3,313
Equity reserve ' - 75 75
Retained earmings 1L 3,745 (170) 3,575
Equity attributable to equity holders of
the parent 7,108 (95) 7,013
Minonity interest 648 - 648
Total equity 7,756 (95) 7.661
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Notes forming part of the financia! statements for the year ended 31 December 2007 {continued)

2  First time adoption of International Financial Reporting Standards (IFRS) (continued)

Explanations of the adjustments made to the UK GAAP income statement and balance sheets are as

follows

Sub-note Explanation

IFRS 2 requires a company to calculate and recognise the far value of 1ssued share
options of all grants after 7 November 2002 that were unvested at 1 January 2005 Under
UK GAAP, FRS 20 ‘Share Based Payments’ applies a simiar treatment however the
Company had deemed the required charge not matenal to include The adjustment in
relation to the IFRS 2 charge reduces profits for the year to 31 December 2006 by
£34,000 and for the year to 31 December 2005 by £41,000, with a corresponding
decrease n retained earnings

IFRS 3 ‘Business Combinations' requires negative goodwill that anises on business
combinations to be recognised In the year of acquisition Under UK GAAP negative
goodwill was capitahised and amortised over the time that the Group was expected to
benefit from t The adjustment increases profits for the year to 31 December 2006 by
£18,000 and the year to 31 December 2005 by £66,000 with a corresponding increase in
retained earnings

Goodwill 1s not amortised under endorsed IFRS but 1s measured at cost less impairment
losses Under UK GAAP, goodwil! was amortised on a straight-ine basis over the time
that the Group was estimated to benefit from it The change does not affect equity at 1
January 2006 because, as permitted by IFRS 1, goodwill ansing on acquisitions before 1
January 2006 (date of transiion to IFRS) has been frozen at the UK GAAP amounts
subject to being tested for impairment at that date, the results of which assessment
indicated no such imparrment The adjustments increase profits for the year to 31
December 2006 by £61,000 with a corresponding increase in retained earnings

IFRS 3 ‘Business Combinations’ identifies a greater number of intangible assets that can
anse through business combinations than under UK GAAP In accordance with these
provisions the balance of goodwill In relation to Sira Test and Certification Limited has
been reviewed and reclassified as relating to the cost of Customer Relationships The net
cost of this intangible asset 1s £1,197,000 which 1s being amortised on a straight-line basis
over 5 years The adjustment reduces profit for the year to 31 December 2006 by
£240,000 with a corresponding decrease In retained earnings

The adjustment to reserves compnses the following elements, which have been discussed
in more detail in the separate notes above

Note £'000
Costs of share-based payments recognised under IFRS 2 | {75)
Negative goodwill relating to acquisition made prior to 1 Jan 2006 n 66
Realisation of negative goodwill dunng the pertod under UK GAAP u (24)
Negative goodwill ansing on acquisitons made duning year ended
31 December 2006 now restated under IFRS 3 I 42
UK GAAP goodwill amortisatton charges reversed n 61
Amortisation of intangible assets v (240)
{170}
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Notes forming part of the financial statements for the year ended 31 December 2007 (continued)

2 First time adoption of International Financial Reporting Standards (IFRS) (continued)
Cash flow statement for the year ended 31 December 2006
The only changes to the cash flow statement are presentational The key ones include
« Presenting a statement showing movements in cash and cash equivalents, rather than just cash
Cash under UK GAAP compnsed only amounts accessible in 24 hours without penalty less

overdrafts repayable on demand The components of cash equivalents are shown in note 34

3  Profit from operations

2007 2006
£000 £'000
This has been amved at after charging/{crediting)
Staff costs (see note 4) 8,159 7,917
Depreciation of property, plant and equipment 133 107
Realisation of negative goodwill (93) (252)
Amortisation of intangible fixed assets 241 240
Exchange gains 18 17
Operating lease expense
- Plant and machinery 100 153
- Other 447 471
Audit fees 37 40
Fees paid to the Company's auditors for non-audit services 34 23
Loss on disposal of fixed assets - 2
The analysis of auditors' remuneration 1s as follows
Fees payable to the Company's auditors
- for the audit of the Company’s annual accounts 10 10
- for the audit of the Company’s subsidianes 22 30
- for the intenm review 5 -
Total audit fees 37 40
Fees payable to the Company's auditors for other services
- Tax services 34 23

Audit fees include an amount of £5,000 (2006 - £10,000) n respect of the Company

4 Staff costs

2007 2006

Staff costs {including directors) comprise £000 £'000
Wages and salaries 7,016 6,858
Defined contribution pension cost 347 302
Share-based payment expense 1 34
Employer's national insurance contnbutions and similar taxes 795 723
8,159 7,917
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5

6

Directors’ remuneration

The remuneration of the directors was as follows

Lord Kalms of Edgware
Neil Ashley

Dawvid Buchler

Richard Kalms
Jonathan Lander

Nick Lander

2007 2006

£'000 £'000
78 39
86 20
35 20
70 25
163 59
214 44
646 207

The services of Jonathan Lander and Nick Lander are provided under the terms of a Service
Agreement dated 19 December 2002 with Dawnay, Day Lander Limited The amount due under this
agreement, which 1s 1in addition to the amounts disclosed above, for the year amounted to £277,000
(2006 £210,000) In addition, the amount paid to David Buchler in the year was to a third party on an

invoice basis

None of the directors were members of the Group’s defined contnibution pension plan in the year

(2006 none}

Segment information

All revenue arose through services rendered in the pnncipal activities of safety and nsk consulting,
certification services, secunty solutions and management services

The Group's pnmary reporting format for reporting segment information 1s business segments

Business Segments

Safety &
Risk  Certification Security Investing Management
Consulting Services Solutions Activities Services  Elimunations Total

2007 2007 2007 2007 2007 2007 2007

£000 £'000 £'000 £000 £'000 £'000 £'000
Revenue
External 9,352 3,621 174 - - - 13,147
Inter-segment - 22 - - 949 (871} -
Total 9,352 3,643 174 949 {971) 13,147
Segment resuit {note
(a)
Continuing operations
{note (b)) - 560 (145) {57) (924) - (566)
Discounted operations
(note (b)) 362 - - - 362
Total 362 560 {145) {57) {924) - {204)
Loss from gperations before goodwill and amorhisaton
of intangible assets (204)
Amortisation of intangible assets (241)
Negative goodwill released to income 93
Net financing income (note 9) 338
Loss on erdinary activities before tax (14)
Gain on disposal of discontinued operation 3,720
Profit for the year 3,256
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Notes forming part of the financial statements for the year ended 31 December 2007{continued)

6 Segment information {continued)

Balance sheet (note (c))
Assets
Liabiibes

Net assets

Other

Capital expenditure
Deprectation
Amortisation
Realisation of negative
goodwill

Revenue
External
Inter-segment

Total

Segment result (noles
{a) & ()

Continuing Operations
(note (b))

Acquired operations
(note (b))

Discounted operabons
(note (b))

Business Segments

Loss from operations before goodwall
and amortisation of intangible assets
Amortisation of intangible assets

Negative goodwill released to income

(excluding associate)

Share of result of associate
Negative goodwill released to income n respect of associate
Net financing income {note §)

Loss on ordinary actvities before tax and loss for the year

Balance sheel (note
(c))

Assels

Liabilibies

Safety &

Risk  Certification Security Investing Management
Consulting Services Solutions Activities Services  Eliminations Total
2007 2007 2007 2007 2007 2007 2007
£'000 £'000 £'000 £'000 £'000 £'000 £'000
- 2,506 78 5,986 5,608 - 14,179
- (2.249) (40} {57) (1,012) - {3,358)
- 257 38 5,929 4,597 - 10,821
11 101 5 - 11 - 228
75 50 5 - 3 - 133
- 241 - - - - 241
- - - (83} - - (93)

Business Segments
Safety &

Risk  Certification Security Investing Management
Consulting Services Solutions Activities Services  Eliminations Total
2006 2006 2006 2008 2006 2006 2006
£'000 £'000 £'000 £'000 £'000 £'000 £'000
10,358 3,019 182 - 218 - 13,777
- 12 - - 721 (733} -
10,358 3.031 182 - 939 (733 13,777
- 462 - - (1,034) - {572}
- 5 4 {58) - - (54)
436 - - - - - 436
436 467 M {58) {1.034) - (190)
{190)
{240)
252
33)
44
42
(125)
3,613 2518 24 5,866 512 - 12,533
{2,577) (1.811) (33) {86) (365) - (4.872)
1,036 707 9) 5,780 147 - 7,661
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6 Segment information {continued)

Business Segments

Safety &
Risk  Certification Security Investing Management
Consulting Services  Solutions Activities Services  Eliminations Total
2006 2008 2006 2006 2006 2006 2006
£000 £'000 £000 £000 £000 £'000 £000
Other
Capital expenditure 56 112 5 - 7 - 180
Depreciation 83 22 1 - 1 107
Amortisation - 240 - - - - 240
Reahsation of negative
goodwill - {2) - (208} (42) - {252)

Note (a) The segment result has been stated before tax, interest, amortisation of intangible assets
and Group management charges

Note (b) The Group established a central services function on 1 July 2006 to provide financial, IT and
HR services to Group companies The costs relating to these had previously been included in the
Safety & Risk Consulting results  In order to present segmental and continuing/discontinued
information more meaningfully, the Group has allocated the 2006 and 2007 central service costs

accordingly

Note (c} Segment assets and habiities have been stated excluding inter-segment balances

The Group's secondary reporting format for reporting segment information 1s geographic segments

External revenue by Total assets by location  Capital expenditure by

location of customers of assets location of assets
2007 2006 2007 20086 2007 2006
£000 £'000 £°000 £'000 £'000 £'000
UK 10,484 11,192 14,179 11,508 228 170
Rest of Europe 1,552 1,504 - 414 - 5
USA 248 119 - - - -
Other 863 962 - 811 - 5
13,147 13,777 14,179 12,533 228 180
Revenue Segment assets Capital expenditure
2007 2006 2007 2006 2007 2006
£'000 £'000 £000 £'000 £'000 £'000
Continuing
operations
UK 2,770 2,399 14,179 2872 117 56
Rest of Europe 555 137 - - - -
USA 248 119 - - - -
Other 222 48 - - - -
3,795 2,703 14,179 28672 117 56
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6 Segment nformation (continued)

Revenue Segment assets Capital expenditure
2007 2006 2007 2006 2007 2006
£'000 £'000 £'000 £'000 £'000 £'000
Acquired
operations
UK - 700 - 6,248 - 68
Rest of Europe - 17 - -
USA - - - - - -
Other - - - - - -
- 717 - 6,248 - 68
Discontinued
operations
UK 7,714 8,092 - 3,613 111 56
Rest of Europe 997 1,350 - - - -
USA - - - - - -
Other 641 N5 - - - -
9,352 10,357 - 3,613 111 56

Acquired operations 1n 2006 relate to (1) the Company’s increase in its investment in NMT Group PLC,
which resulted in it being reclassified from an investment in an associated undertaking tc a substdiary
undertaking and () the acquisition on 29 March 2006 of certain businesses and assets from the Sira
group of companies, which now trade as Sira Environmental Limited and Sira Defence & Secunty
Limited Further information in relation to these 1s given 1n notes 7 and 8 For discontinued operattons
see note 11

7  Acquisition of subswdiary undertaking - 2006

During the year ended 31 December 2006 the Company increased its investment in NMT Group PLC
and reclassified 1t from being an investment in an assccrated undertaking to a subsidiary undertaking
The following table sets out the book values of the identifiable assets and labilities acquired at the
pomnt that NMT Group PLC became a subsidiary undertaking and therr fair value to the Group
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7 Acquisition of subsidiary undertaking — 2006 (continued)

Book Provisional Fair value

value at fair value at
acquisition adjustments acquisition
2006 2006 2006
£'000 £'000 £'000
Current assets
Other debtors 74 - 74
Cash 5,822 - 5,822
Total assets 5,896 - 5,896
Creditors
Trade and other creditors (114) - (114)
Total habilities (114) - (114)
Net assets acquired 5,782 - 5,782
Minority interest (675)
Costs treated previously as associated undertaking (1,736)
Negative goodwill recagnised (210}
Purchase consideration 3,161
Satisfied by
Cash 209
Shares 2,952
3,161

The financial information below, 1n refation to the year ended 31 December 2006, has been extracted
from the unaudited management accounts for the period from 1 January to 31 October 2006, the
nearest date to that upcon which NMT Group PLC became a subsidiary undertaking and the audited
financial statements for the year ended 31 December 2005
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7

Turnover

Cost of sales
Gross profit
Distribution costs

Administration expenses

Operating loss

Excepticnal item

Loss before interest and tax

Interest ncome

Loss on ordinary activities before tax

Taxation on loss on crdmary activities

Loss for the pertod

Acquisition of subsidiary undertaking — 2006 (continued)

36

Unaudited Audhited
1 January 12 months
to 31 to 31
October December
2006 2005
£'000 £000
- (237}
(327) (1,123)
{327) (1,360)
- (336}
(327) (1,696}
215 293
{112) (1,403)
- 39
{112) {1,364)
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Notes forming part of the financial statements for the year ended 31 December 2007 (continued)

8

Acquisition of businesses and assets - 2006

On 29 March 2006 the Group acquired certain businesses and assets from the Sira group of
companies for a consideration of £31,000 payable n cash at completon For the purpose cf
undertaking this transaction, the company estabiished a new wholly-owned subsidiary, Sira
Environmental Limited, which since the acquisition has commenced trading On 1 August 2006, Sira
Environmental Limited transferred certain of the acquired activities to another new wholly-cwned
subsidiary, Sira Defence & Secunty Limited As part of the acquisition, the Group companies became
the sole members of Sira Certification Service, a company lrmited by guarantee  Sira Certification
Service holds certain accreditations relating to the businesses of Sira Test and Cerbfication Limited
(acquired in 2005), Sira Environmental Limited and certain third party activiies undertaken outside of
the Group

The following table sets out the book values of the \dentifiable assets and habilities acquired and their
far values to the Group at the date of acquisition

Book Provisional fair Fair value

value at value to group at
acquisition adjustments acquisition
2006 2006 2006
£'000 £'000 £'000
Fixed assets
Tangible 10 - 10
Current assets
Debtors (incl amounts recoverable under contracts) 110 - 110
Total assets 120 - 120
Creditors
Trade creditors (36) (11} (47)
Total habilities (36) (11} (47)
Net assets acquired 84 (11) 73
Negative goodwill recognised (42)
Purchase consideration, including certain
costs 31
Satisfied by
Cash 31

Details of the fair value adjustments are as follows
Tangible fixed assets

The directors performed a review for impairment of tangible fixed assets This review did not result In
a change to the book value of the assets acquired

Debtors

The directors performed a review of the recoverability of debtors (including amounts recoverable
under contracts) and thus did not result in a change to the book value of the assets acquired

37




Volvere plc

Notes forming part of the financial statements for the year ended 31 December 2007 (continued)

8 Acquisition of businesses and assets - 2006 {continued)

Trade creditors and accruals

The directors performed a review of the valuation of creditors and accruals which resulted in certain

creditors and accruals being restated

The businesses and assets acquired were previously part of the trading operations undertaken by the
seller's group and accordingly statutory accounts were not prepared for the businesses acquired No
financial information was available in respect of the businesses and assets acquired

9  Finance income and expense

Finance income
Bank interest receivable

Finance expense
Bank interest payable

10 Tax expense

Current tax expense

Deferred tax expense

Share of tax charge of associates

Total tax charge

38

2007
£000

391

(53)

2007
£'000

2007
£000

338

2007
£'000

2006 2006

£'000 £'000
99
(57)
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Notes forming part of the financial statements for the year ended 31 December 2007 (continued)

10 Tax expense (continued)

The reasons for the difference between the actual tax charge for the year and the standard rate of
corporation tax in the UK applied to profits for the year are as follows

2007 2006

£'000 £'000
Profit/(loss) before tax 3.256 (125)
Expected tax charge based on the standard rate of corporation tax in the
UK of 30% (2006 - 30%) 977 (38)
Share of results of associates - 10
Expenses not deductible for tax purposes 14 99
Income not subject to tax (1.063) (107)
Util:isation of previously unrecognised tax losses {155) {61)
Movement in deferred tax not previously recognised 227 97

Total tax charge - -

No tax charge or credit arose on the profits arnising in Vectra Group Limited and its subsidianes in the
year (these subsidianes being disposed of in the year), or on the losses ansing in the prior year, or on
the disposal of Vectra Group Limited itself

11 Discontinued operations
In November 2007, the Group sold Vectra Group Limited and its subsidiary undertakings Assets and
labikties relating to thus operation are not classified as held-for-sale as at 31 December 2006 in
accordance with IFRS 5 ‘Non-current Assets Held for Sale and Discontinued Operattons’ as the
directors had not taken the decision to dispose of the operation at that time

The post-tax gain on discontinued operations was determined as follows

£'000 £'000

Consideration recelved
Cash 6,000
tess disposal costs {1,356}

4,644
Net assets disposed of
Property, plant and equipment 186
Trade and other recevables 1,855
Other financial assets 1,149
Trade and other payables (1,816)

1,374
Pre-tax gain on disposal of discontinued operation 3,270
Related tax expense -
Post tax gain on disposal of disconbinued operation 3,270
The net cash inflow comprises
Cash received 6,000
Cash disposed of (213)

5,787
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11 Discontinued operations (continued)

The cash fiow statement includes the following amounts relating to discontinued operations

Operating activities
Investing activities
Financing activities

12 Earnings per share
Numerator
Profit/(loss) for the year attnbutable to equity holders
Earnings used in basic EPS and DEPS

Denominator
Weighted average number of shares used in basic EPS

Effects of
- employee share incentive schemes
- employee share options

Weighted average number of shares used in diluted EPS

2007 2006
£'000 £000
415 (69)
(111) (56)
304 (125)
2007 2006
£'000 £'000
3,251 (121)
3,254 (121)

5,631,925 3,992,054

68,165 83,831
- 11,092

5,700,090 4,086,977

Certain employee share options have been excluded from the calculation above as therr exercise
price is greater than the weighted average share prnice dunng the year and therefore it would not be

advantageous for the holders to exercise them

The following options have been excluded

Employee share options

40
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13 Property, plant and equipment

Short
Leasehold Plant &
Property Machinery Total
£'000 £'000 £'000

At 31 December 2007
Cost 83 955 1,038
Accumulated depreciation (48) (787) {835)
Net book value 35 168 203
At 31 December 2006
Cost 478 1,230 1,708
Accumulated depreciation (377) (1,038) (1,415)
Net book value 101 192 293
Year ended 31 December 2007
Opening net book value 101 192 293
Additions 54 174 228
Disposals (86) (99) (185)
Depreciation (34) (99) (133}
Closing net book value 35 168 203
Year ended 31 December 2006
Opening net book value 98 120 218
Additions 29 151 180
Acquired through business combinations - 10 10
Disposals - (8) (8)
Depreciation (28) (81) (107)
Closing net book value 101 192 293

There are no amounts of property, plant and equipment held on finance leases (2006 £rul)
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14 Intangible assets

Af 31 December 2007
Cost

Accumulated amortisation
Net book value

Af 31 December 2006

Cost

Accumulated amortisation

Net book value

Year ended 31 December 2007
Opening net book value
Amortisation

Closing net book value

Year ended 31 December 2006
Opening net book value
Amortisation

Closing net hook value

All assets have a finite useful economic life

15 Subsidianes

Contractual
and non-
contractual
customer
retationships Total
£000 £000
1,197 1,197
{481) (481}
716 718
1,197 1.197
(240) (240)
957 957
957 957
(241) (241)
716 718
1,197 1,197
(240) (240}
957 957

The pnncipal subsidianes of Volvere plc, all of which have been included in these censoldated

financial statements, are as follows

Name Country of
incorporation
Sira Test and Certification Limited England and Wales

Sira Environmental Limited

Sira Defence & Secunty Limited
Sira Certification Service Limited” England and Wales
Volvere Central Services Limited England and Wales
NMT Group PLC Scotland

England and Wales
England and Wales

Proportion of ownership
interest

100%

100%

100%

100%

100%

95%

* Sira Certification Service Limited 1s a company irmited by guarantee The Group controls all the

member shares
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16

Financial assats {non-current)

2007 2006
£000 £'000
Avallable-for-sale investments
- quoted 48 -

The Group's strategic investment 1s a 0 13% interest in Impnint Plc  This company 1s not accounted for
on an equity basis as the Group deces not have the power to participate in the company's operating
and financial policies, evidenced by the lack of any direct or iIndirect involvement at board level The
fair value of quoted secunties 15 based on pubhished prices and 1s not matenally different to the
camying value This shareholding has been disposed of since the year end as disclosed in note 31

17 Trade and other receivables

2007 2006
£'000 £'000
Trade recewvables 1,286 4,238
Less provision for impairment of trade receivables - (2)
Net trade recewvables 1,286 4,236
Other receivables 114 362
Accrued income 44 124
Prepayments 30 21
1,474 4,743

The fair value of trade receivables approximates to book value at 31 December 2007 and 2006 The
provision for imparrment of trade receivables in 2006 relates to Vectra Group Limited, which was sold
dunng the year

The Group 1s exposed to credit nsk with respect to trade recewvables due from its customers The
Group has a large number of customers who are spread across a vanety of industnes and geographic
locations, and hence the concentration of credit nsk 1s imited due to the large and diverse customer
base In addition, circa 75% of the Group’s continuing sales derive from, or are related to, customers’
needs to comply with statutory safety requirements, and the directors feel that this mitigates the nsk of
non-payment further Provisions for bad and doubtful debis are made based on management's
assessment of the nsk taking into account the ageing profile, expenence and circumstances There
were no significant amounts due from individual customers where the credit nsk was considered by
the directors to be significantly higher than the total population
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17 Trade and other receivables (continued)

Trade recevables denominated 1n a foreign currency do not represent a matenal element of the year
end balance and as such the directors do not hedge the currency nsk that anses The Group’s
approach to managing currency nsk 1s detalled m note 21, financial instruments The carrying amounts
of the Group’s trade and other receivables are denominated in the following currencies

2007 2006
£'000 £'000
Pound Sterling 1,283 4,097
Euro 2 85
US Dollar 189 160
UAE Dirhams - 401
1,474 4,743

The value of trade recervables past due, but not impaired at 31 December 2007 was £1,286,000
(2006 £4,236,000) The ageing analysis of these recevables I1s disclosed below

2007 2006
£000 £'000
Up to 3 months 1,119 4177
3 to 6 months 63 27
6 to 12 months 79 32
Over 12 months 25 -
1,286 4,236

No amounts were past due and impaired at 31 December 2007 (2006 £2,000)

The maximum exposure to credit nsk at the reporting date 1s the fair value of each ciass of recewvable
set out above

18 Trade and other payables - current

2007 2006

£'000 £'000
Trade creditors 595 1,672
Other tax and socral secunty taxes 330 221
VAT hability 85 370
Other creditors 312 372
Accruals 322 462
Total financial labilites excluding loans and borrowmngs carned at
amortised cost 1,644 3,097
Deferred income 1,294 1,205

2,938 4,302

The fair value of trade and other payables approximates to book value at 31 December 2007 and
2008
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19 Other financial liabilities - current

2007 2006
£'000 £'000

Bank loans
- secured 120 150

An analysis of the interest rate payable on financial iabiities and information about fair values 1s given
In note 22

20 Non-current financial habilities

2007 2006
£'000 £'000
Bank loans 300 420

The bank loan refates to a term loan drawn down by Sira Test and Certification Limited n 2006 The
total balance at 31 December 2007 of £420,000 includes an amount of £120,000 classified as current
The borrowing 1s secured by a debenture granting the bank a fixed and floating charge over all the
Group's assets The interest rate payable 1s shown in note 22

21 Financial imstruments - Risk Management
The Group 15 exposed through 1ts operations to one or more of the following financial nsks

Cash flow interest rate nsk
Foreign currency nsk
Liquidity nsk

Credit nsk

Market pnce nsk

Policy for managing these nsks 1s set by the Board following recommendations from the Chief
Financial & Operating Officer Certain nsks are managed centrally, while others are managed locally
following guidelnes communicated from the centre

The policy for each of the above nisks 1s described in more detaill below
The Group's principal financial instruments are

Trade receivables

Cash at bank

Investrments in quoted equity secunties in the UK
Trade and other payables

Variable rate bank loans

Cash flow interest rate nsk

Due to the insignificant level of borrowings within the Group, the Directors do not have an expheit
policy for managing cash flow interest rate nsk All current borrowing 1S on vanable terms Although
the Board accepts that this policy neither protects the Group entirely from paying rates in excess of
current market rates nor eliminates fully cash flow nsk associated with interest payments, the
Directors feel that given circumstances where interest rates were to increase significantly the Group
has cash reserves significantly in excess of its borrowings, to an extent that they could be repaid
immediately thus mitigating the /mpact of such nsk [n addition all cash 1s managed centrally and local
operations are not permitted to arrange borrowing independently
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21

Financial mstruments - Risk Management (continued)

Foreign curmrency nsk

Foreign exchange nsk anses when individual Group operations enter (nto transactions denominated in
a currency other than ther functional currency (sterling) The Directors monitor and review their
foreign currency exposure on a regular basis, they are of the opinion that as the Group’s exposure I1s
himited to transactions with a small humber of customers and suppliers it 1s not appropnate to actively
hedge its foreign currency exposure

Liquidity nsk

The lquidity nsk of each Group entty 1s managed centrally by Volvere plc Each operation has a
facity with Volvere plc to cover shortfalls should they anse Where facilities of Group entities need to
be ncreased, approval must be sought from the Chief Financial & Operating Officer All surplus cash
1s managed centrally to maximise the returns on deposits The Group maintains significant cash
reserves and therefore does not require facilittes with financial institutions to provide working capital

Credit nsk

The Group 1s mainly exposed to credit nsk from credit sales The Group's policy for managing and
exposure to credit nsk 1s disclosed in note 17

Other market price nsk
Where the Group has generated a significant amount of cash it invests in fixed term deposits having

regard to the Company’s need to access capital The directors believe that the exposure to market
pnce nsk from this activity 1s acceptable in the Group's circumstances

22 Financial assets and liabilities — Numerical information

Matunty of financial assets

All financial assets at the year end, other than loans and receivables (note 17 above) are denominated
in sterling and highly liquid with matunty dates within 30 days

Maturity of financial habilities

The carrying amounts of all financial habihties, excluding loans and borrowings, being carrred at
amortised cost 1s as follows

2007 2008
£'000 £'000
In less than six months 2,938 4,302

There are no financial habihties being carned at amortised cost with a matunty date in excess of five
years
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22 Financial assets and habilities — Numerical information (continued)

2007 2006
Loans and borrowing facilities £'000 £'000
Current

Bank loans (secured) 120 150
120 150

Non-current
Bank loans {secured} 300 420
300 420
420 570

Total borrowings

The pnncipal terms and the debt repayment schedule of the Group's loans and borrowings are as

follows
Currency Nominal rate % Year of matunty Secunty

Secured bank loan GBP 2 0-2 25% over bank of 2011 See note 20
Scotland base rate

The maturity analysis for all loans and borrowings ts analysed below

2007 2006

£'000 £'000

In less than one year 120 150
In more than one year but not more than two years 120 120
In more than two years but not more than five years 180 300
420 570

All loans and borrowings are denominated in sterling (2006 sterhing)

There were no undrawn committed borrowing faciities that had been agreed at 31 December 2007
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23

Deferred tax

A deferred tax asset has not been recognised for the following

2007 2006

£'000 £'000

Income losses carned forward 174 17,239
Accelerated capital allowances 21 1,382
Short term timing differences 4 14
199 18,645

Deferred tax assets and habilities are only offset where there is a legally enforceable nght of offset and
there 1s an intention to settfe the balances net

At 31 December 2007 a deferred tax asset has not been recognised in respect of iming differences
relating to capital allowances, revenue losses and other short term timing differences as there 1s
insufficient evidence that the asset will be recovered against future taxable profits The amount of the
asset not recognised 1s £199,000 (2006 £18,645,000}, the reduction from 2006 relates pnncipally to
the extinguishing of losses in NMT Group PLC (£16,789,000) along with the disposal of Vectra Group
Lemited

Deferred tax assets and habiihes have been calculated using the rate of corporation tax expected to
apply when the relevant iming differences reverse A number of changes to the UK tax system were
announced In the March 2007 Budget Statement and have been enacted in the 2007 Finance Act
The changes relating to the decrease in the corporation tax rate from 30% to 28% from 1 Apnl 2008
have been substantively enacted by the balance sheet date, and therefore included in these financial
statements

24 Share capital

Authorised

2007 2007 2006 2006
Number £00¢ Number £'000

Ordinary shares of £0 0000001 each 100,100,000 - 100,100,000 -
A shares of £0 49999995 each 50,000 25 50,000 25
B shares of £0 49999995 each 50,000 25 50,000 25
Deferred shares of £0 00000001 each  4,999,999,500,000 50 4,999,999,500,000 50
100 100

Issued and fully paid

2007 2007 2006 2006

Number £'000 Number £000

Ordinary shares of £0 0000001 each 5,675,232 - 5,488,679 -
A shares of £0 49999995 each 49,735 25 49,735 25
B shares of £0 48999995 each 49,735 25 49,735 25
Deferred shares of £0 00000001 each 26,499,985,533 - 26,499,985,533 -
50 50
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24 Share capital (confinued)

Movements in share capital
Issued and fully paid
2007 2007 2006 2006
Number £'000 Number £000
Ordinary shares of £0 0000001 each

At beginning of the year 5,488,679 - 3,786,588 -
Other i1ssues during the year 186,553 - 1,707,091 -
Purchase of own shares for cancellation - - {5,000) -
At end of the year 5,675,232 - 5,488,679 -

There were no movements in any other class of share capital during the year
No Group companies held shares in the Company at any time dunng the year

Between 4 January 2007 and 22 May 2007 the Company i1ssued 186,553 ordinary £0 0000001 shares
at prices between £1 30 and £1 70 amounting to a tota! consideration of £273,000, giving nse to a
share premium on i1ssue of £273,000

The A and B shares rank parn passu with the ordinary shares on a retum of capital and have equal
voting nghts The A and B shares became capable of being converted into ordinary shares at the
option of the holder on or after 24 December 2003 and 24 December 2004 respectvely, on a
predetermined conversion formula based upon share price performance and the weighted average
issue prnice of ordinary share capital, whereby approximately 15% of the growih in market
capitalisation of the Group over the weighted average issue price of ordinary shares issued I1s
attnbutable to the holders of A and B shares

Based on the closing share price of £1 375 at 31 December 2007, the A and B class shares would be
capable of converting into 68,165 ordinary shares (2006 83,831)

The deferred shares carry no nghts to participate in the profits or assets of the Company and carry no
voting nghts

25 Reserves

Share Share

Share premium option Retained

capital account reserve earnings

£'000 £000 £000 £'000

At 1 January 2006 50 361 41 3,705
Premium on shares 1ssued - 2,952 - -
Purchase of own shares - - - (%)
Share-based payment expense - - 34 -
Loss for the year - - - (121)
At 31 December 2006 50 3,313 75 3,575
Premium on shares 1ssued - 273 - -
Oplions {apsed - - (61) 61
Share-based payment expense - - 1 -
Profit for the year - - - 3,251
At 31 December 2007 50 3,586 15 6,887
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25 Reserves (continued}

The following descnbes the nature and purpose of each reserve within owners' equity

Reserve Description and purpose
Share premium Amount subscribed for share capital in excess of nominal value
Share optron reserve Aggregate charge in respect of employee share ophon charges net of

lapsed option cost releases

Retained earnings Cumulative net gains and losses recognised in the consolidated income

statement

26 Changes in shareholders’ equity

Total recognised income and expense
Ordinary shares 1ssued as consideration shares
Ordinary shares purchased for cancellation
Share-based payment expenses

Capital and reserves attnbutable to equity
holders of the parent at the beginning of the perod

Capital and reserves attnbutable to equity
holders of the parent at the end of the period

Minarity interest

Total equity

27 Leases

Operating leases - lessee

2007 2006
£'000 £'000
3,251 (121)
273 2,952

- (9)

1 34
3,525 2,856
7.013 4,157
10,538 7,013
283 648
10,821 7,661

The Group leases all of its properties The terms of property leases vary, although they all tend to be
tenant repairing with rent reviews every 2 to 5 years, some have break clauses The total future value

of mimimum lease payments are due as follows

Other Other

Land and plantand Land and plant and

Builldings machinery bulldings  machinery

2007 2007 2006 2008

£'000 £'000 £'000 £'000
Mot later than one year 8z 10 373 30
Later than one year and not later than five years 212 20 872 60
284 30 1,245 90

50




Volvere plc

Notes forming part of the financial statements for the year ended 31 December 2007 (continued)

28 Share-based payment

The Company operates two share based payment schemes, an approved EMI| equity-settled share-
based remuneration scheme for employees and an unapproved equity-setiled share scheme for
management Under the EMI scheme, the options vest on achievement of employee-specific targets
subject to a compulsory 2 5 or 3 year vesting penod and can be exercised for a further 7 5 or 7 years
after vesting

The unapproved options granted to management on 13 April 2004 vested dunng the pnor year and
can be exercised at any time until 13 Apnil 2014

2007 2006

Weighted Weighted

average average
exercise 2007 exercise 2006
price Number price Number
Outstanding at beginning of the year 179 Op 268,553 177 Op 277,483
Granted duning the year - - 197 5p 71,263
Lapsed dunng the year 177 Qp (231,833) 189 Op (80,193)
Outstanding at the end of the year 189 Op 36,720 179 0p 288,553

No options were granted or exercised dunng the year (2006 71,263 cptions were granted at an
exercise price of 197 5p and none were exercised)

The exercise price of options outstanding at the end of the year ranged between 187 5p and 197 5p
(2006 100p and 197 5p) and their weighted average contractual life was 6 5 years (2006 — 7 8 years)

Of the total number of options outstanding at the end of the year 32,498 {2006 91,953} had vested
and were exercisable at the end of the year

2007 2006
£'000 £'000

The share-based remuneration expense (note 4) comprnises
Equity-settled schemes 1 34
1 34

The Group did not enter into any share-based payment transactions with parties other than employees

durning the current or previous penod
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29 Acquisition of prior penods

NMT Group PLC

As disclosed in last year's financtal statements (and descnbed in note 7), the Group Increased its
stake in NMT Group PLC and reclassified it from being an associate to a subsidiary undertaking and
was consolidated on a farr value basis The directors have reconsidered the valuations applied to the
assets and llabihties of NMT Group PLC at that ime and do not feel that any revision 1s appropnate

Sira Environmental Lirmited and Sira Defence & Securnity Limited

As disclosed in last year's financial statements (and described in note 8), the Group acqurred certain
businesses and assets which now form the trading activities of Sira Environmental Limited and Sira
Defence & Secunty Limited These were consohdated on a far value basis The directors have
recensidered the valuations applied to the assets and habilities of both compantes at that tme and do

not feel that any revision 1s appropnate

30 Related party transactions

Details of amounts payable to directors are disclosed in note 5§ Other than ther remuneration and
participation in the Group's share option schemes (note 28), there are no transactions with key

members of management

The Group receives support and adrinistrative services from Dawnay, Day Lander Limited in
accordance with the Facilihes Agreement signed 19 December 2002 The amount payable under this

agreement for the year tc 31 December 2007 was £35,000 (2006 £35,000)

31 Events after the balance sheet date

On 25 March 2008 the Company increased its interest in NMT Group PLC by acquinng 3,882 shares
for £1,600 Its interest as a result of this purchase has increased from 95 26% te 95 3% The company
1s accounted for as a subsicdiary in accordance with IFRS 3 ‘Business Combinations' therefore the

accounting will not change as a result of this event
On 5 March 2008 the Group disposed of its equity interest in Imprint Ple for £567,000

32 Contingent habilities

The Group had not received any notifications of any contingent liabiites as at the date of these

financial statements (2006 none)

33 Minonty interest

The minonty interest of £283,000 relates to the share of NMT Group PLC net assets attnbutable to

those shares not held by the Group at 31 December 2007
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34 Notes supporting cash flow statement

2007 2006
£'000 £'000

Cash and cash equivalents compnse
Cash avaitable on demand 5,885 1,395
Short-term deposits 5,853 5,145
11,738 6,540
Net cash mcrease in cash and cash equivalents 5,198 5,386
Cash and cash equivalents at beginning of year 6,540 1,144
Cash and cash equivalents at end of year 11,738 6,540

Included within cash and cash equivalents 1s £501,000 (2006 - £nil) held in escrow to meet potential
warranty claims ansing as a result of the Vectra Group disposal dunng the year At the date of signing
no warranty claims had been made

2007 2006
Sigrificant non-cash transactions are as follows £'000 £'000
Investng activities
Equity consideration for business combmation 273 2,952
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Independent auditors’ report to the members of Volvere plc

We have audited the parent Company financial statements of Volvere plc for the year ended 31 December
2007 which compnse the Balance Sheet and the related notes 1 to 10 These Parent Company financial
statements have been prepared under the accounting policies set out therein

We have reported separately on the Group financial statements of Volvere plc for the year ended 31
December 2007

This report 1s made solely to the Company's members, as a body, in accordance with section 235 of the
Companies Act 1985 Our audit work has been undertaken so that we might state to the Company's
members those matters we are required to state to them in an auditors’ report and for no other purpose To
the fullest extent permitted by law, we do not accept or assume responsibiity to anyone other than the
Company and the Company’s members as a body, for our audit work, for this report, or for the opmnions we
have formed

Respective responsibilities of directors and auditors

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

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

We report to you our opinion as to whether the parent Company financial statements give a true and fair view
and whether the parent Company financial statements have been properly prepared in accordance with the
Companies Act 1985 We alsc report to you whether 1n our opinion the Directors’ Report 1s consistent with the
parent Company financral statements

In additton we report to you if, in cur opmion, the Company has not kept proper accounting records, if we have
not recerved all the information and explanations we require for our audit, or if iInformation specified by law
regarding directors' remuneration and other transactions 1s not disclosed

We read the other information contained in the Annual Report as described in the contents secton and
constder whether 1t 1s consistent with the audited parent Company financial statements We consider the
implications for our report If we become aware of any apparent misstatements or matenal inconsistencies with
the parent Company financial statements QOur responsibiliies do not extend to any further information outside
the Annual Report

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) 1ssued by
the Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to the
amounts and disclosures in the parent Company financial statements It also includes an assessment of the
significant estmates and judgements made by the directors in the preparation of the parent Company
financial statements, and of whether the accounting policies are appropnate to the Company's circumstances,
consistently apphed and adequately disclosed

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

Opinion
In our opinion

e the parent Company financial statements give a true and fair view, in accordance with United Kingdom
Generally Accepted Accounting Practice, of the state of the Company's affairs as at 31 December 2007,

« the parent Company financial statements have been properly prepared in accordance with the
Companies Act 1985, and

+ the information given in the Directors’ Report i1s consistent with the parent Company financial statements

Deloitte & Touche LLP
Chartered Accountants and Registered Auditors
Reading, United Kingdom

17 June 2008
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Company balance sheet at 31 December 2007

Fixed assets
Investments

Current assets
Debtors
Cash at bank and in hand

Creditors. amounts falling
due within one year

Net current assets

Total assets less current
liabilities

Net Assets

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

Profit and loss account

Shareholders’ funds

Note

2007 2007

£'000 £'000

5,206
1,025
5,503
6,528
(945)

5,583

10,789

10,789

3,586

15

7,138

10,789

2006
£000

1,026
479

1,505
(280)

2006
£000

6,970

1,226

8,195

8,185

3,313
4,757
8,195

The financial statements were approved by the Board of Directors and authorised for 1ssue on 17 June 2008

W

Nick Lander
Director
17 June 2008

Jonathan Lander
Director
17 June 2008

The notes on pages 57 to 60 form part of these financial statements
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1

2

Accounting policies

The financial statements of the Company have been prepared under the histonca) cost convention
and are in accordance with applicable United Kingdom Generally Accepted Accounting Practice (UK
GAAP) The Company has taken advantage of the exemption in section 230 of the Companies Act
1985 from presenting its own profit and loss account

The principal accounting policies are summansed below They have been applied consistently
throughout the year and the preceding year

Cash flow statement

The Company has taken advantage of the exemption conferred by FRS 1 Cash Flow Statements not
to provide a cash flow statement on the grounds that 1t 1s included in consolidated accounts that are
readily avallable

Turnover
Turnover represents amounts chargeable to Group companies for management services provided
Sales are recogrused on delivery of services

fnvestments

Fixed asset investments are imitially recognised at cost less provision for diminution in value The
directors perform regular impairment reviews assessing the carrying value of the asset against the
higher of value in use and net realisable value

Taxation

The charge for taxation 1s based on the profit for the year and taking into account taxation deferred
Current tax 1s measured at amounts expected o be paid using the tax rates and laws that have been
enacted or substantively enacted by the balance sheet date

Deferred tax balances are recognised in respect of all tming differences that have onginated but not
reversed by the balance sheet date except that

s deferred tax 1s not recognised on timing differences ansing on revalued properties unless the
Company has entered into a binding sale agreement and 1s not proposing to take advantage of
rollover relief, and

» the recognition of deferred tax assets I1s limited to the extent that the Company anticipates making
sufficient taxable profits in the future to absorb the reversal of the underlying timing differences

Deferred tax balances ansing from undertying timing differences in respect of tax allowances on
industnal bulldings are reversed if and when all conditions for retaining those allowances have been
met Deferred tax balances are not discounted

Financial habilities and equity
Financial habihties and equity are classified according to the substance of the financial instrument's
contractual cbligations, rather than the financial instrument's legal form

Share based payments
Refer to the policy statement in note 1 to the Group accounts

Profit for the financial year

The Company has taken advantage of the exemption allowed under section 230 of the Companies Act
1985 and has not presented its own profit and loss account in these financial statements The Group
profit for the year includes a profit after tax of £2,320,000 (2006 - £96,000) which 1s dealt with in the
financial statements of the parent company
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3

4

Fixed asset investments

Company Group Other
undertakings investments Total
£'000 £'000 £'000
Cost
At 1 January 2007 6,970 - 6,970
Additions 311 49 360
Disposals (2,124) - (2,124)
At 31 December 2007 5,157 49 5,206

Included in other investments are Iisted investments amounting to £49,000 (2006 - £nil) At
31 December 2007 the market value of these investments was not matenally different to the carrying

value

Subsidiary undertakings and other investments

The pnncipal undertakings in which the Company's interest at the year end 1s 20% or more are as

follows
Name Country of Proportion of
incorporation ownership
Sira Test and Certification Limited  England and Wales 100%
Sira Environmenta!l Limited England and Wales 100%
Sira Defence & Secunty Limited England and Wales 100%
Sira Certification Service Limited®  England and Wales 100%
Volvere Central Services Limited England and Wales 100%
NMT Group PLC Scotland
New Medical Technology
Limited™* Scotland 100%
Zero-Stk Limited** Scotland 100%
Sira Consulting Limited England and Wales 100%

Nature of interest of
business
Certification services
Certification services
Secunty solutions
Certification services
Management services
Investing company

Dormant
Dormant
Dormant

* Sira Cerbfication Service Limited 1s a company Iimited by guarantee The Group controls all the

member shares

** The interests in New Medical Technology Limited and Zero-Stk Limited are held by NMT Group

PLC

For all undertakings listed above, the country of operation s the United Kingdom

Debtors

Amounts owed by Group undertakings
Other debtors
Prepayments and accrued income

All amounts shown under debtors fall due for payment within one year
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Notes forming part of the financial statements for the year ended 31 December 2007 {continued)

5 Creditors: amounts falling due within one year

2007 2006
£'000 £'000
Trade creditors 246 199
Other taxation and social secunty 268 3
Other creditors 271 7
Accruals and deferred income 160 71
945 280
6  Share capital
Authorised
2007 2007 2006 2006
Number £°000 Number £'000
Ordinary shares of £0 0000001 each 100,100,000 - 100,100,000 -
A shares of £0 499999895 each 50,000 25 50,000 25
B shares of £0 49999985 each 50,000 25 50,000 25
Deferred shares of £0 00000001 each  4,999,999,500,000 50 4,999,999,500,000 50
100 100

Issued and fully paid

2007 2007 2006 2006

Number £'000 Number £'000

Ordinary shares of £0 0000001 each 5,675,232 - 5,488,679 -
A shares of £0 49999995 each 49,735 25 49,735 25
B shares of £0 49999995 each 49,735 25 49,735 25
Deferred shares of £0 00000001 each 26,499,985,533 - 26,499,985,533 -
50 50

Details of movements dunng the year and outstanding share options have been disclosed in note 24
to the Group consolhdated accounts
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7

10

Reserves
Share Share Profit
Share premium option and loss
capital account reserve account
£'000 £'000 £'000 £'000
At 1 January 2007 50 3,313 75 4,757
Prermium on shares issued - 273 - -
Options lapsed - - (61) 61
Share-based payment expense - - 1 -
Profit for the year - - - 2,320
At 31 December 2007 50 3,586 15 7,138

Share based payments
Equity seftled share opfion schemes

The Company's employees are able to participate in the Group’s share option schemes Details of this
scheme are given in note 28 to the Group's accounts

Related party transactions

The Company has taken advantage of the exemption conferred by Financial Reporting Standard 8
"Related party disclosures™ relating to transactions and balances with subsidianes

There were no further additional retated party transactions requinng disclosure other than those
disclosed in note 30 to the Group consolidated accounts

Post balance sheet events
On 25 March 2008 the Company increased its interest in NMT Group PLC ("NMT"} by acquinng 3,882
shares for £1,600 Ilts interest as a result of this purchase has increased from 95 18% to 95 23% NMT

Is accounted for as a subsidiary in accordance with IFRS 3 ‘Business Combinations’ therefore the
accounting will not change as a result of this event

On 5 March 2008 the Company disposed of its equity interest in Imprint Plc for £57,000

60




