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XCHANGING PROCUREMENT 2
SERVICES (EUROPE) LIMITED

Directors’ report
for the year ended 31 December 2007

The directors present therr report and the audited financial statements of the company for the year
ended 31 December 2007

Business review and principal activity

The company I1s engaged in providing procurement services for indirect spend categories under
fong term outsourcing contracts

The results for the company show a pre-tax profit of £2,000 (2006 £17,000) and sales of £38,000
(2006 £362,000) No dividends were paid or are proposed in the current or previous year

Business envircnment

The Eurcpean Procurement outsourcing market is relatively young but has expenenced rapid
growth The potential for future growth 1s high A 2006 survey by IDC Group estimated the Western
European procurement outsourcing market to be worth $380 million

Business strategy

The company i1s a "Pure Play” BPO provider seeking to differentiate itself from competitors, who
often provide outsourcing services alongside consultancy or IT integration

The company differentiates itself from competitors in the following way

» Delivers tangible cost reduction benefits to its clients through an innovative gan share
structure

e An emphasis on service perfarmance measurement and management
Economies of scale and efficiency
A full service offering including transaction processing capability

Training and development

The company consistently seeks to recruit and retain the best employees in our market place

Learning and Development i1s a key facilitator of both business and individual performance To this
end the company has rolled out Xchanging competency training (“Xcellence Training"} and
technical traming on various aspects of procurement and sourcing (*Sourcing Methodology
Training™) throughout our orgamsation



XCHANGING PROCUREMENT 3
SERVICES (EUROPE) LIMITED

Directors’ report
for the year ended 31 December 2007 (continued)

Research and development

The company continues to invest in a new technology platform to provide an end to end Procure to
Pay capability for our clients

The directors regard the investment in research and development as integral to the continuing
success of the business and ensuring that we provide our customers with a full service offering
including transaction processing capability

Future outlook

A 2007 survey by IDC Group has forecast that the Western European Procurement Market will
grow at 25% annually up to 2010

Given the company's current market position and strategy, the directors remain confident that the
level of activity will increase over the next year

Key performance indicators

The directors of Xchanging Procurement Services (Europe) Limited use a range of key performance
indicators (KPls) to measure the business The set of KPls i1s constantly reviewed and changes
over time with the development of the business The range of measures includes customer and
procurement category profitability and customer satisfaction levels

Principal risks and uncertainties

The European Procurement Qutsourcing market 1s highly competitive and there are a number of
large multi-national players in the market who also provide processing and consulting services The
procurement outsourcing market i1s characterised by a small number of large deals outsourced each
year

Xchanging 1s a “pure-play” Business Process Outsourcing provider that seeks to differentiate itself
through an nnovative pnicing model and an emphasis on detaled service performance
measurements




XCHANGING PROCUREMENT 4
SERVICES (EUROPE) LIMITED

Directors’ report
for the year ended 31 December 2007 (continued)

Financial risk management

The company 1s exposed to a vanety of financial risks which are reviewed on a regular basis in
order to limit the adverse effects on the financial performance of the group These are set out
below

(v} Foreign exchange nisk
The group has overseas operations in Continental Europe The company 1s exposed to
foreign exchange rate nisks primarily with respect to the Euro The company has reviewed
the risks posed by these rate movements and has considered that at the present time
natural hedges exist within the businesses and so the company does not use derivative
financial instruments

()} Interest rate cash flow risk
The company has no Interest bearing liabiities The company does not use dervative
financial instruments as exposure levels are not matenal

() Credit risk
The company has a concentration of credit nsk with respect to trade receivables Credit nsk
assessments are performed when signing up new customers A monthly credit control
review is In place

{v) Liquidity nisk
The company actively monitors that it has sufficient funds for operations and any planned
expansions The company does not currently make use of any financing arrangements but
this will continually reviewed as the business develops and matures

The principal risk facing Xchanging Procurement Services (Europe} Limited ts credit nsk
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SERVICES (EUROPE) LIMITED

Directors’ report
for the year ended 31 December 2007 (continued)

Directors

The directors who held office during the year and up to the date of signing the financial statements
were

Name

S Bouwvier
P Rushton

Statement of directors’ responsibilities in respect of the annual report and
the financial statements

The drrectors are responsible for prepanng the annual report and the financial statements in
accordance with applicable laws and regulations

Company law requires the directors to prepare financial statements for each financial year Under
that law the directors have elected to prepare the financial statements in accordance with United
Kingdom Generally Accepted Accounting practice (United Kingdom Accounting Standards and
applicable law) The financial statements are required by law to give a true and fair view of the state
of affairs of the company and of the profit and loss of the company for that period

In prepaning those financial statements, the directors are required to
¢ select sutable accounting policies and then apply them consistently,
+ make judgements and estimates that are reasonable and prudent,

e state whether applicable UK Accounting Standards have been followed, subject to any
material departures disclosed and explained in the financial statements,

¢ prepare the financial statements on the going concern basis, unless It 1s inappropriate to
presume that the company will continue In business in which case there should be supporting
assumptions or qualifications as necessary

The directors confirm that they have complied with the above requirements in preparing the
financial statements

The directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the company and group and to enable them to ensure
that the financial statements comply with the Companies Act 1985 They are also responsible for
safeguarding the assets of the company and hence for taking reasonable steps for the prevention
and detection of fraud and other irregutarities
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Directors’ report
for the year ended 31 December 2007 (continued)

Statement of disclosure of information to auditors
Each director of the company, in office at the time of approval of this report, acknowledges that

e so far as the director 1s aware, there 1s no relevant audit infermation of which the company’s
auditors are unaware, and

o hef/she has taken all the steps that he/she ought to have taken as a director in order to
make himself/herself aware of any relevant audit infermation and to establish that the
company's auditors are aware of that information

Auditors

The auditors, PricewaterhouseCoopers LLP, have indicated their willingness to continue in office
The company has elected to dispense with the requirement to appoint auditors annually, therefore,
in the absence of a notice proposing that the appointment be terminated, PricewaterhouseCoopers
LLP will continue as auditors to the company

By order of the board

S Bouvier
Director
1 April 2008




INDEPENDENT AUDITORS® REPORT TO THE MEMBERS
OF XCHANGING PROCUREMENT SERVICES (EUROPE)
LIMITED

We have audiled the financial statements of Xchanging Procurement Services (Europe) Limited for
the year ended 31 December 2007 which comprise the profit and loss account, the balance sheet
and the related notes These financial statements have been prepared under the accounting
policies set out therein

Respective responsibilities of directors and auditors

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

Our respansibility 1s to audit the financial statements in accordance with relevant legal and
regulatory requirements and International Standards on Auditing (UK and lreland) This report,
including the opinion, has been prepared for and only for the company's members as a body In
accordance with Section 235 of the Companies Act 1985 and for no other purpose We do not, in
giving this opinion, accept or assume responsibility for any other purpose or to any other person to
whom this report 15 shown or Into whose hands it may come save where expressly agreed by our
prior consent In wrnting

We report to you our apinion as to whether the financial statements give a true and fair view and
are properly prepared in accordance with the Companies Act 1985 We also report to you whether
in our opinion the information given In the directors’ report 1s consistent with the financial
statements

In addition we report to you if, In our opinion, the company has not kept preper accounting records,
if we have not recewved all the information and explanations we require for our audit, or If
nformation specified by law regarding directors’ remuneration and other transactions s not
disclosed

We read the directors’ report and consider the implications for our report if we become aware of any
apparent risstaternents within it

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland)
1Issued by the Auditing Practices Board An audit includes examination, on a test basis, of evidence
relevant to the amounts and disclosures in the financial statements It also includes an assessment
of the significant estimates and judgments made by the directors in the preparation of the financial
statements, and of whether the accounting policies are appropriate to the company’s
circumstances, consistently applied and adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance
that the financial statements are free from material misstatement, whether caused by fraud or other
irregulanty or error In forming our opinion we also evaluated the overall adequacy of the
presentation of information 1n the financial statements




INDEPENDENT AUDITORS' REPORT TO THE MEMBERS
OF XCHANGING PROCUREMENT SERVICES (EUROPE)
LIMITED (continued)
Opinion
In our opinion
» the financial statements give a true and far view, in accordance with United Kingdom
Generally Accepted Accounting Practice, of the state of the company's affars as at 31

December 2007 and of its profit for the year then ended,

+ the financtal statements have been properly prepared in accordance with the Companies
Act 1985, and

» the information given in the directors’ report 1s consistent with the financial statements

wa@m W

PricewaterhouseCoopers LLP

Chartered Accountants and Registered Auditors
London

3 April 2008




XCHANGING PROCUREMENT
SERVICES (EUROPE) LIMITED

Profit and loss account
for the year ended 31 December 2007

Year ended 31
Notes December 2007

£'000
Turnover 2 38
Operating costs 3 {36)
Operating profit 2
Tax credit on profit on ordinary activities 6 -
Profit for the financial year 11 2

All amounts relate to continuing operations

Year ended 31
December 2006

£000

362
(345)

17

18

The company had no gains or losses other than those included in the results above, therefore no

separate statement of total recognised gains and losses has been presented

There 13 no difference between the profit on ordinary activities before taxation and the retained profit

for the year stated above and their historical cost equivalents




XCHANGING PROCUREMENT
SERVICES (EUROPE) LIMITED

Balance sheet
as at 31 December 2007

Current assets

Debtors amounts falling due within one year
Cash at bank and in hand

Creditors amounts falling due within one year
Net current assets

Provisions for liabilities and charges

Net assets

Capital and reserves

Called up share capital
Profit and loss reserve

Equity shareholders’ funds

Notes

10
11

12

2007 2006
£'000 £:000
41 360

. 1

a1 361
(18) (262)
23 99
(5) (83)

18 16
18 16
18 16

10

The financial statements on pages 9 to 17 were approved by the board of directors on 1 April 2008

and were signed on its behalf by

S Bouvier
Director
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SERVICES (EUROPE) LIMITED

Notes to the financial statements
for the year ended 31 December 2007

1 Principal accounting policies

The financial statements have been prepared in accordance with the Companies Act 1985 and
applicable Accounting Standards in the United Kingdom A summary of the more important accounting
policies, which, unless otherwise stated, have been applied consistently with the prior year, 1s set out
below

Basis of accounting

The financial statements are prepared In accordance with the historical cost convention

Cash flow statement exemption

The company I1s a wholly owned subsidiary of Xchanging Procurement Services Limited and 1s included in
the consolidated financial statements of Xchanging ple, which are publicly avallable Consequently, the
company has taken advantage of the exemption from preparing a cash flow statement under the terms of
Financtal Reporting Standard 1 {revised 19986)

Going concern

The directors believe that preparing the accounts on the going concern basis I1s appropriate based on
projections for the foreseeable future

Turnover

Turnover, which 1s stated exclusive of value added tax, 1s recognised only when it 1s probable that the
economic benefits associated with a transaction will flow to the company Turnover has been accounted for
on an accruals basis over the period in which the management charges fall due

Foreign currencies

Transactions denominated in foreign currencies are translated into sterling at the rate of exchange ruling
at the date of the transaction Monetary assets and habilities are translated at the rates of exchange
ruling on the balance sheet date and any differences arising are taken to the profit and loss account

Debtors

Debtors are recognised at invoice value less any subsequent provision for impairment

Cash

Cash includes cash in hand and demand deposits which are readily convertible to cash and are subject
to minimal nsk of changes 1n value Cash held in foreign currenctes 1s recognised at the exchange rate
ruling on the balance sheet date

Creditors

Creditors are stated at invoiced value
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SERVICES (EUROPE) LIMITED

Notes to the financial statements
for the year ended 31 December 2007 (continued)

1 Principal accounting policies (continued)
Provisions

Provisions are recognised when a present obligation exists as the result of a past event and it 1s probable
that this will result in an outflow of economic benefit, the size of which can be rehably estimated Where
the provision 1s long term, such as onerous contract provisions where the unavoidable costs of meeting
obligations exceed any econocmic benefits expected to be received, the net cash flows are discounted
using the an appropriate pre tax discount rate

Restructuring provisions are only recognised if an obligation exists at the balance sheet date 1 e a formal
plan exists and those affected by that plan have a valild expectation that the restructuring will be carned
out

Deferred taxation

Deferred tax 1s recognised in respect of all iming differences that have orniginated but not reversed at the
balance sheet date where transactions or events that result in an obligation to pay more, or a rnght to pay
less, tax in the future have occurred at the balance sheet date However, deferred tax assets are
regarded as recoverable and therefore recognised, only when, on the basis of all available evidence, the
directors consider that it 1s more likely than not that there will be suitable taxable profits from which the
future reversal of the underlying timing differences can be deducted

Deferred tax 1s measured on a non-discounted basis at the rates that are expected to apply in the periods
in which timing differences reverse, based on tax rates and laws enacted or substantively enacted at the
balance sheet date

Related party transactions

The company has taken advantage of the exemption avallable in Financial Reporting Standard 8 not to
disclose transactions with related parties that are more than 90% owned by the Xchanging group
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SERVICES (EUROPE) LIMITED

Notes to the financial statements

for the year ended 31 December 2007 (continued)

2 Turnover

Cantributions to turnover by geographical destination and origin are analysed below

By destination By destination By origin By ongin
2007 2006 2007 2006
£000 £000 £'000 £000
Europe 38 362 38 362
38 362 38 362

3 Operating costs
Operating costs comprise 2007 2006
£000 £000

Staff costs:

Wages and salaries 83 151
Social secunty costs 7 19
90 170
Other operating costs (54) 175
36 345

Other operating costs include the following

Auditors’ remuneration — audit services (6} 6
Auditors’ remuneration — non-audit services - -
Restructuring provision (78) 83
Foreign exchange (profit)loss - (1)

The £78,000 restructuring provision credit 1s the release of the prior year provision (note 9), this
release has been fully utiised in the year and the relevant costs are included in staff costs

For the current and prior year the auditors’ remuneration was borne by Xchanging Procurement
Services Limited An accrual of £6,000 made in the prior year has been released in the current year

4 Directors’ emoluments
The directors’ remuneration 1s borne by another group company

During the year 2 directors exercised options over 5p shares of Xchanging plc and Euro 0 01 shares
of Xchanging B V (2006 1 director)




XCHANGING PROCUREMENT
SERVICES (EUROPE) LIMITED

Notes to the financial statements

for the year ended 31 December 2007 (continued)

5 Employees

14

The average monthly number of persons (including executive directors) employed by the company

during the year was

By activity
Service delivery

6 Tax charge on profit on ordinary activities

United Kingdom
UK Corporation tax on profits of the year
Adjustment in respect of prior periods

Foreign tax
Adjustment in respect of pnor periods

Total current tax {credit)/charge

2007

Number

2006
Number

2007
£'000

2006
£'000

12

(13)

()

The current tax assessed for the period 1s lower (2008 lower) than the standard rate of corporation

tax in the UK (30%, 2006 30%) The differences are explained below

Profit on ordinary activities before tax

Profit on ordinary activities multiphed by the standard
rate of corporation tax in the UK of 30%

Adjustment in respect of prior periods

Tax credd

17

(1)

(6)

(1
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Notes to the financial statements
for the year ended 31 December 2007 (continued)

7 Debtors
2007 2006
£'000 £'000
Amounts falling due within one year:
Amounts owed by group undertakings 4 359
Other debtors - 1
41 360

Amounts owed by group undertakings are interest free and are repayable on demand

8 Creditors: amounts falling due within one year

2007 2006

£000 £'000

Amounts owed to group undertakings - 226
Corporation tax 6 12
Taxation and social security 7 14
Accruals and deferred income 5 10
18 262

Amounts owed to group undertakings are unsecured, interest free and are repayable on demand

9 Provisions for liabilities and charges

Restructuring

provision

£'000

At 1 January 2007 83
Credited to profit and loss account (78)
At 31 December 2007 5

The restructuring provision relates to management redundancies as a result of the strategic
realignment of various aspects of the business in order to increase productivity and reduce costs
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Notes to the financial statements
for the year ended 31 December 2007 (continued)

10 Called up share capital

2007 2006
£ £
Authorised

100 ordinary shares of £1 each 100 100
100 100

Allotted, called up and fully paid
1 ordinary share of £1 1 1
1 1

11 Reserves

Profit and loss

reserve

£000
At 1 January 2007 16
Profit for the financial year 2

At 31 December 2007 18
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Notes to the financial statements
for the year ended 31 December 2007 (continued)

12 Reconciliation of movements in equity shareholders’ funds/(deficit)

2007 2006

£000 £'000

Opening equity shareholders’ funds/(deficit) 16 (2)
Profit for the financial year 2 18
Closing equity shareholders’ funds 18 16

13 Parent undertaking and ultimate controlling party
The company's iImmediate parent 1s Xchanging Procurement Services Limited

The ultimate parent company was Xchanging BV, a company incorporated in the Netherlands
Xchanging plc, a company incorporated in England and Wales, acquired the entire share capital of
Xchanging B V on 30 Apnl 2007, and hence i1s the current ultimate parent undertaking The results of
Xchanging Procurement Services (Europe) Limited are included in the Xchanging ple consolidated
accounts, copies of which may be obtained from Xchanging ple, 13 Hanover Square, London, W1S
1HN, United Kingdom Xchanging plc i1s the only undertaking to include the results of the company in
its consolidated accounts



