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21 Financial liabilities — borrowings

Consolidated Company
2007 2006 2007 2006
£'000 £'000 £°000 £'000
Current
Bank and other borrowings due within one year or on demand:
Bank overdrafts —_ 996 —_ 321
Invoice financing facility’ 7,395 5,378 — —
Obligations under finance leases (note 33) 2 20 — —
7,397 6,394 — 321
Non-current
Bank and other borrowings due after one year:
Obligations under finance leases (note 33) — 1 —_ —

T Borrowings under invoice financing facilities are secured by trade debtors of £8,466,000 (2006: £5,976,000) purchased under
those facilities.

The Group’s banking facilities were changed to RBS Group during 2006. Prior to this change, the Company and its main UK
subsidiary undertakings had entered into an omnibus guarantee and set-off arrangement, now cancelled, with Lloyds TSB Bank plc in
respect of its working capital facilities and other financing facilities.

Further details of the Group’s banking facilities are given in note 27.

22 Trade and other payables

Consolidated Company
2007 2006 2007 2006
£°000 £'000 £°000 £'000

Amounts falling due within one year:
Payments in advance 1,803 2,758 — —
Trade creditors 13,403 16,917 — —
Amounts due to subsidiary undertakings —_ — 2,218 658
Other tax and social security creditors 1,655 1,626 66 —
Other creditors and accruals 7,307 7,386 342 637
24,168 28,687 2,626 1,295

Amounts falling due after one year:
Amounts due to subsidiary undertakings — — 48,579 49,234
Total 24,168 28,687 51,205 50,529
23 Current tax liabilities

Consolidated Company
2007 2006 2007 2006
£000 £’000 £°000 £'000
UK corporation tax 268 201 — —
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24 Provisions

Consolidated Company

2007 2006 2007 2006

£°000 £’000 £000 £’000

Current 967 677 466 422
Non-current 1,067 2,369 627 782
2,034 3,046 1,093 1,204

Property

provisions

Consolidated £°000
Balance at 1 January 2007 3,046
Created 347
Utilised 976)
Released (383)
Balance at 31 December 2007 2,034

Property provisions for the Group comprise provisions for onerous leases and dilapidations of £1,731,000 (2006: £2,280,000) and

£303,000 (2006: £766,000) respectively.

The provisions relating to dilapidations will be released on the completion of their respective leases. Onerous lease provisions will be
released over the remaining length of the leases. All leases expire within ten years.

Property provisions represent the estimated cost of unavoidable future liabilities in respect of leasehold properties which are surplus to
the requirements of the Group, plus provisions for dilapidations that are provided for in accordance with the Group’s accounting policy
(see note 1). There is no material difference between the value of the property provisions recorded in the accounts and the net present

value of the future costs. Property provisions are not interest bearing.

Property

provisions

Company £°000
Balance at 1 January 2007 1,204
Created 347
Utilised (446)
Released (12)
Balance at 31 December 2007 1,098

Property provisions for the Company comprise provisions for onerous leases and dilapidations of £1,093,000 (2006: £1,204,000) and

£nil (2006: £nil) respectively.
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25 Reconciliation of operating profit to net cash flow
Consolidated

2007 2006
£000 £'000
Continuing operations
Profit/(loss) for the year 153 971)
Adjustments for:
Tax 2,135 197
Depreciation and amortisation 466 569
Equity settled share based payments 551 68
Profit on disposal of available for sale assets — 41)
Loss on disposal of tangible fixed assets 21 76
Finance income (2) (7)
Finance costs 1,392 1,558
Changes in working capital
Decrease in work in progress 292 325
Decrease/(increase) in trade and other receivables 3,301 (3,836)
Decrease in trade and other payables (3,961) (437)
Decrease in provisions (1,012) (580)
Change in retirement benefit liability (1,567) (1,402)
Cash from/(used in) continuing operations 1,769 (4,481)
Discontinued operations
Profit for the year 257 1,804
Adjustments for:
Tax 70 (92)
Impairment of available for sale assets 26 —
Finance income (13) 4)
Profit on disposal of discontinued operations — (2,170)
Changes in working capital
Decrease in trade and other receivables 258 2,111
Decrease in trade and other payables (656) (1,455)
Decrease in provisions — (221)
Cash used in discontinued operations (58) 27)
Total net cash flow from/(used in) operating activities 1,711 (4,508)

Cash generated from operations includes cash outflows relating to exceptional items recorded in prior years of £880,000
(2006: £3,535,000).
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26 Consolidated reconciliation of net cash flow to movement in net borrowings
Consolidated

2007 2006
£000 £'000
Increase/(decrease) in cash in the year 46 (717)
Decrease/(increase) in overdrafts 996 (996)
Increase/(decrease) in cash and cash equivalents 1,042 (1,713)
Decrease in bank loans —_ 17,500
Decrease in other bank borrowings — 2,676
Increase in invoice financing facility (2,017) (4,804)
Repayment of obligations under finance leases 19 19
Exchange movements (12) (285)
Movement in net debt in the year (968) 13,393
Net borrowings at 1 January (5,659) (19,052)
Net borrowings at 31 December (6,627) (5,659)
Net borrowings at 31 December comprise:
Cash and cash equivalents 770 736
Financial liabilities — current (7,397) (6,394)
Financial liabilities — non-current — M

(6,627) (5,659)
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27 Financial instruments
The financial instruments of the Group as classified in the financial statements as at 31 December can be analysed under the following
IAS 39 categories:

Amortised Loans and Available
cost receivables for sale Total
£°000 £°000 £°000 £°000
As at 31 December 2007
Financial assets
Net cash and cash equivalents — 770 — 770
Available for sale financial assets — — 124 124
Trade and other short term debtors — 22,479 — 22,479
— 23,249 124 23,373
Financial liabilities
Invoice financing facility 7,395 — — 7,395
Obligations under finance leases 2 — — 2
Trade and other short term creditors 22,365 — — 22,365
29,762 — — 29,762
As at 31 December 2006
Financial assets
Net cash and cash equivalents — (260) — (260)
Trade and other short term debtors — 23,085 — 23,085
— 22,825 — 22,825
Financial liabilities
Invoice financing facility 5,378 — — 5,378
Obligations under finance leases 21 — — 21
Trade and other short term creditors 25,929 — — 25,929
31,328 — — 31,328
At 31 December 2007, the Group has not designated any financial assets or liabilities at fair value through the income statement.
The currency profile of the Group’s financial assets and liabilities was as follows:
us Swiss
Sterling dollars Euro francs Total
£°000 £000 £°000 £°000 £000
As at 31 December 2007
Financial assets
Net cash and cash equivalents 387 160 119 104 770
Available for sale financial assets — 124 — — 124
Trade and other short term debtors 22,445 1 24 9 22,479
22,832 285 143 113 23,373
Financial liabilities
Invoice financing facility 7,395 — — — 7,395
Obligations under finance leases 2 — — — 2
Trade and other short term creditors 21,946 71 315 33 22,365
29,343 71 315 33 29,762
As at 31 December 2006
Financial assets
Net cash and cash equivalents (989) 261 289 179 (260)
Trade and other short term debtors 22,666 235 166 18 23,085
21,677 496 455 197 22,825
Financial liabilities
Invoice financing facility 5,378 — — — 5,378
Obligations under finance leases 21 — — — 21
Trade and other short term creditors 24,670 606 540 118 25,929
30,069 606 540 113 31,328
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27 Financial instruments continued
The currency profile of the Company'’s financial assets and liabilities was as follows:
Sterling Euro Total
£°000 £°000 £°000
As at 31 December 2007
Financial assets
Non-current trade and other receivables 53,369 — 53,369
Investment in subsidiaries 30,127 — 30,127
Net cash and cash equivalents 23 4 27
Trade and other short term debtors 3,495 — 3,495
87,014 4 87,018
Financial liabilities
Trade and other short term creditors 2,626 — 2,626
Non-current trade and other payables 48,579 — 48,579
51,205 — 51,205
As at 31 December 2006
Financial assets
Non-current trade and other receivables 73,074 — 73,074
Investment in subsidiaries 30,127 — 30,127
Net cash and cash equivalents (810) — (810)
Trade and other short term debtors 5,168 744 5,912
108,059 744 108,803
Financial liabilities
Trade and other short term creditors 637 — 637
Non-current trade and other payables 49,892 — 49,892
50,529 — 50,529

Financial assets

The financial assets of the Group include £770,000 (2006: £736,000) cash at bank and in hand net of £nil (2006: £996,000) of
overdrafts (see below). Net cash and cash equivalents are therefore £770,000 (2006: £260,000 negative). Cash is either paid into the
invoice financing facility (see below) to reduce borrowings and interest costs or invested at money market floating rates of interest
where the rate is reset more than once a year. All other financial assets are non-interest bearing and categorised as loans and
receivables with the exception of available for sale assets of £124,000 (2006: £nil).

The financial assets of the Company consist of £27,000 (2006: £11,000) cash at bank and in hand net of £nil (2006: £321,000) of
overdrafts (see below). Net cash and cash equivalents are therefore £27,000 (2006: £310,000 negative). Details of cash and cash
equivalents are set out in note 20. All permanent quasi-investment non-current amounts due from subsidiary undertakings included in
non-current trade and other receivables are non-interest bearing. Other long-term loans to subsidiary undertakings bear interest at a
floating rate. All other financial assets are non-interest bearing. The company had brought forward provisions against amounts due
from subsidiary undertakings after more than one year of £nil (2006: £nil) and carried forward provisions against amounts due from
subsidiary undertakings after more than one year of £20,000,000 (2006: £nil) after taking an impairment charge during the year of
£20,000,000 (2006: £nil).

Financial liabilities

Disclosure of the objectives of the Group and the Company for holding financial instruments are described in detail in note 28. Finance
lease obligations are at a fixed rate of interest. Property provisions, trade creditors, other tax and social security creditors, other
creditors and accruals and amounts due to subsidiary undertakings due within one year are non-interest bearing. All other financial
liabilities are at floating rates of interest.

Overdrafts

During 20086, the Group had available bank overdrafts with Lloyds TSB Bank plc which were used to manage short term fluctuations in
cash flow. These facilities were uncommitted and hence were due to expire within one year or less. All overdrafts were subject to
floating rates of interest, linked to Bank of England base rate. The bank overdrafts were secured by a charge over the trade debtors of
certain subsidiaries within the Parity Group. These charges were discharged during 2006. The Lloyds TSB banking facility allowed for
cash and overdraft balances to be offset. The Group’s banking facilities were changed to RBS Group during 2006 and the Group no
longer has an authorised overdraft facility. Bank overdrafts in the balance sheet represent the difference between the cash held at bank
and the cash book balance.
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27 Financial instruments continued
Invoice financing facilities
Parity Resources Limited and Parity Solutions Limited have entered into invoice financing facilities with Royal Bank of Scotland plc.
Borrowings under the facilities are dependent upon the value of invoices raised and are subject to a maximum drawdown of £20
million. Borrowings under these facilities carry a floating rate of interest linked to the Bank of England base rate. As at 31 December
2007 £6,272,000 (2006: £5,378,000) had been drawn on the Parity Resources Limited facility and £1,123,000 (2006: £nil) on the
Parity Solutions Limited facility.

Finance lease obligations
The Group has used finance leases to finance the acquisition of certain items of office equipment. The lease accounts closed in
January 2008. The leases were subject to a fixed rate of interest set at 9.8%.

Fair value of financial instruments
At 31 December 2007, there are no material differences between the book value and the fair value of the Group’s or the Company’s
financial assets and liabilities. There are no derivative financial instruments at 31 December 2007 (2006: nil).

Currency exposures
No companies within the Group held monetary assets or liabilities in non-functional currencies as at 31 December 2007 or
31 December 2006.

Maturity of financial liabilities
The maturity profile of the carrying amount of the Group’s financial liabilities, at 31 December, was as follows:

Trade Trade
Finance and other Finance and other
lease short term 2007 lease  short term 2006
Debt obligations creditors Total Debt  obligations creditors Total
£°000 £'000 £'000 £°000 £'000 £'000 £'000 £'000
Consolidated
In one year or less,
or on demand 7,395 2 22,365 29,762 5,378 20 25,929 31,327
In more than one year
but not more than two years — — — — — 1 — 1
7,395 2 22,365 29,762 5,378 21 25,929 31,328
Non- Non-
Trade and current Trade and current
other trade and other trade and
Bank short term other 2007 Bank short term other 2006
overdrafts creditors payables Total overdrafts  creditors  payables Total
£°000 £°000 £°000 £°000 £'000 £'000 £'000 £'000
Company
In one year or less,
or on demand — 2,626 — 2,626 321 1,295 — 1,616
After more than
five years — — 48,579 48,579 — — 49,234 49,234
— 2,626 48,579 51,205 321 1,295 49,234 50,850
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28 Financial instrument risk exposure and management
In common with all other businesses, the Group is exposed to risks that arise from its use of financial instruments. This note describes
the Group’s objectives, policies and processes for managing those risks and the methods used to measure them. Further quantitative
information in respect of these risks is presented throughout these financial statements.

There have been no substantive changes in the Group’s exposure to financial instrument risks and the methods used to measure them
from previous periods unless otherwise stated in this note.

Principal financial instruments
The principal financial instruments used by the Group, from which financial instrument risk arises, are trade receivables, cash at bank,
trade and other payables and financial liabilities.

General objectives, policies and processes — risk management
The Group is exposed through its operations to the following financial instrument risks: credit risk; liquidity risk; interest rate risk; and
foreign currency risk.

The policy for managing these risks is set by the Board following recommendations from the Finance Director. Certain risks are
managed centrally, while others are managed locally following guidelines communicated from the centre. The overall objective of the
Board is to set policies that seek to reduce risk as far as possible without unduly affecting the Group’s competitiveness and flexibility.
The policy for each of the above risks is described in more detail below.

Credit risk

Credit risk arises from the Group’s trade receivables. It is the risk that the counterparty fails to discharge their obligation in respect of
the instrument.

The Group is mainly exposed to credit risk from credit sales. It is Group policy, implemented locally, to assess the credit risk of new
customers before entering contracts. Such credit ratings are then factored into the credit assessment process to determine the
appropriate credit limit for each customer. The Group does not enter into derivatives to manage credit risk.

The following table illustrates the concentrations of credit risk within the Group at the balance sheet date:

Total debt 0-60 days 60+ days Total debt 0-60 days 60+ days

2007 2007 2007 2006 2006 2006

£°000 £°000 £000 £'000 £'000 £'000

Resources 14,243 10,082 4,161 12,170 7,845 4,325
Solutions 3,794 3,457 337 6,666 6,356 310
Training 3,979 2,108 1,871 3,884 2,133 1,751
Discontinued operations 155 _ 155 532 — 532
22,171 15,647 6,524 28,252 16,334 6,918

Impairment provisions (544) — (544) (655) — (655)
21,627 15,647 5,980 22,597 16,334 6,263

Notes:
1 Ageing of debt is based on invoice date, i.e. date of invoice is day zero.

There is no difference between the carrying amount of trade receivables and the Group’s maximum credit risk exposure.
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28 Financial instrument risk exposure and management continued
Credit risk continued
The analysis of the Group’s provisions against trade receivables, is shown in the table below:

Net Net

Gross Bad debt carrying Gross Bad debt carrying

value provision value value provision value

2007 2007 2007 2006 2006 2006

£°000 £°000 £°000 £'000 £'000 £'000

Resources 14,243 (177) 14,066 12,170 (81) 12,139
Solutions 3,794 (62) 3,732 6,666 (21) 6,645
Training 3,979 (181) 3,798 3,884 (364) 3,520
Discontinued 155 (124) 31 532 (239) 293
22,171 (544) 21,627 23,252 (655) 22,597

An analysis of the age of financial assets that are not impaired as at the reporting date can be seen in the table on page 65.

Liquidity risk
Liquidity risk arises from the Group’s management of working capital and the finance charges on its borrowings under its invoice
financing arrangements. It is the risk that the Group will encounter difficulty in meeting its financial obligations as they fall due.

The liquidity of each Group entity is managed centrally, with daily transfers to operating entities to maintain a pre determined cash
balance. The level of the Group facility is approved periodically by the Board and negotiated with the Group’s current bankers. At the
balance sheet date, cash flow projections were considered by the Board and the Group is forecast to have sufficient funds and
available funding facilities to meet its obligations as they fall due, under all reasonably expected circumstances.

Interest rate risk
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in interest
rates.

It is currently Group policy that all external Group borrowings (excluding finance lease payables) are drawn down on the invoice
discounting facilities arranged with our bankers which bear a floating rate of interest based on the Bank of England base rate.
Borrowings against the invoice discounting facilities are typically drawn or repaid on a daily basis in order to minimise borrowings and
interest costs and transaction charges. Although the Board accepts that this policy neither protects the Group entirely from the risk of
paying rates in excess of current market rates, nor eliminates the cash flow risk associated with interest payments, it considers that it
achieves an appropriate balance of these risks. The Directors consider that reasonably possible changes in the interest rate would not
have a significant effect on the amount of interest payable.

Foreign currency risk
Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
foreign exchange rates.

Foreign exchange risk arises because the Group had operations located in Europe and the US, whose functional currencies were not
the same as the primary functional currency of the Group (sterling). Following disposals in 2005 and early 2006 the scale of non-UK
operations has been greatly reduced and the residual overseas operations are in the process of being wound down. The Group does
not hedge its net investment in overseas operations as it does not consider that the potential financial impact of such hedging
techniques warrants the reduction in volatility in consolidated net assets.

It is Group policy that transactions between Group entities are always denominated in the providing group entity’s functional currency
thereby giving rise to foreign exchange risk in the income statement of the purchasing group entity. No external hedges are entered
into in relation to these transactions as there is no exposure to consolidated net assets from intragroup transactions.
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29 Reserves
Share
Share Deferred premium Other Retained
capital shares reserve reserves earnings Total
Consolidated £°000 £’000 £000 £°000 £°000 £000
At 1 January 2007 756 14,319 20,020 44,160 (68,226) 11,029
Net profit for the year — — — — 410 410
Net gain recognised directly in equity — — — — 651 651
Exercise of employee share options 4 — 114 — — 118
Share options — value of employee services — — — — 551 551
At 31 December 2007 760 14,319 20,134 44,160 (66,614) 12,759
Share
Share Deferred premium Other Retained
capital shares reserve reserves earnings Total
Company £°000 £°000 £000 £°000 £°000 £°000
At 1 January 2007 756 14,319 20,020 22,729 (632) 57,192
Net loss for the year — — — — (22,792) (22,792)
Exercise of employee share options 4 — 114 — — 118
Share options — value of employee services — — — — 270 270
At 31 December 2007 760 14,319 20,134 22,729 (23,154) 34,788
Share
Share Deferred premium Other Retained
capital shares reserve reserves earnings Total
Consolidated £'000 £'000 £'000 £'000 £'000 £'000
At 1 January 2006 14,434 — 6,062 44,160 (68,746) (4,090)
Net profit for the year — — — — 833 833
Net loss recognised directly in equity — — — — (381) (381)
Capital restructure (see note 31) (14,319) 14,319 — — — —
Issue of new shares (see note 31) 641 — 13,958 — — 14,599
Share options — value of employee services — — — — 68 68

At 31 December 2006 756 14,319 20,020 44,160 (68,226) 11,029
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29 Reserves continued

Share

Share Deferred premium Other Retained

capital shares reserve reserves earnings Total
Company £'000 £'000 £°000 £'000 £'000 £'000
At 1 January 2006 14,434 — 6,062 22,729 2,601 45,826
Net loss for the year — — — — (3,236) (8,236)
Capital restructure (see note 31) (14,319) 14,319 — — — —
Issue of new shares (see note 31) 641 — 13,958 — — 14,599
Share options — value of employee services — — — — 3 3
At 31 December 2006 756 14,319 20,020 22,729 (632) 57,192

The Board is not proposing a dividend for the year (2006: nil pence per share).

In accordance with Section 230 of the Companies Act 1985, the Company has not presented its own income statement. The loss for
the year dealt with in the accounts of the Company was £22,792,000 (2006: loss of £3,236,000).

The following describes the nature and purpose of each reserve within owners’ equity.

Share capital is the amount subscribed for ordinary share capital at nominal value.

Deferred share capital is the nominal value assigned to the deferred share capital.

Share premium is the amount subscribed for share capital in excess of nominal value.

Other Reserves of £30,440,000 were created in the Company’s shareholders’ equity as a result of the merger accounting applied for
the Scheme of Arrangement in July 1999. The remaining balance in Other Reserves relates principally to share premium on shares
issued to vendors and option holders together with the reversal of an £8,706,000 goodwill write off which arose in 2003 on the
termination of a business unit. A further deduction of £14,000,000 to Other Reserves was made in 2005 to reflect the transfer, from

retained earnings, of a provision for the impairment of investments, leaving the balance of £22,729,000.

Retained earnings represents the cumulative net gains and losses recognised in the consolidated income statement.
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30 Pension commitments
The Group operates a number of pension schemes. With the exception of the Parity Group Retirement Benefit Plan, all of the schemes
are defined contribution plans and the assets are held in separate, independently administered funds.
Contributions to defined contribution schemes were as follows:

Consolidated

2007 2006
£°000 £’000
Defined contribution schemes 475 369

Defined benefit plan

In March 1995, the Group established the Parity Retirement Benefit Plan, renamed as the Parity Group Retirement Benefit Plan,
following the Scheme of Arrangement in 1999, in order to facilitate the continuance of pension entitlements for staff transferring from
other schemes following acquisitions in 1994. This is a funded defined benefit scheme and has been closed to new members since
1995. With effect from 1 January 2006 this scheme was also closed to future service accrual and future contributions paid into money
purchase arrangements.

The major assumptions used by the actuary in assessing the IAS 19 position are set out below. The figures are based on a roll-forward
by the actuary from the last formal valuation carried out as at 6 April 2006.

2007 2006

% %

Rate of increase of pensions in payment 3.5 3.5
Discount rate 5.8 5.2
Inflation 3.2 3.0
Expected return on plan assets 6.0 6.0

Note: the rate of increase in pensionable salaries is no longer applicable as the scheme is closed for future service.
Contributions to the defined benefit plan in 2008 are expected to be the same as in 2007.

Pension obligations
The amounts recognised in the balance sheet are determined as follows:

2007 2006
£000 £’000
Present value of funded obligations (14,421) (15,586)
Fair value of plan assets 11,575 10,883
Deficit in the scheme (2,846) (4,703)
Related deferred tax asset 796 1,411
Net liability recognised in the balance sheet (2,050) (3,292)
2007 2006 2005 2004
£°000 £’000 £'000 £’000
Reconciliation to balance sheet:
Scheme assets 11,575 10,883 9,955 8,209
Scheme liabilities (14,421) (15,586) (14,612) (12,955)

(2,846) (4,703) (4,657) (4,746)
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30 Pension commitments continued
Pension obligations continued

2007 2006
£°000 £'000
Reconciliation of scheme assets:
At beginning of year 10,883 9,955
Expected return 667 610
Contributions by Group 900 792
Benefits paid (450) (394)
Actuarial loss (425) (80)
At end of year 11,575 10,883
2007 2006
£°000 £'000
Composition of scheme assets:
Equities 3,962 3,710
Bonds/cash 7,613 7,173
11,575 10,883
2007 2006
£°000 £'000
Reconciliation of scheme liabilities:
At beginning of year (15,586) (14,612)
Interest cost (800) (686)
Benefits paid 450 394
Actuarial gain/(loss) 1,515 (682)
At end of year (14,421) (15,586)
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30 Pension commitments continued
Pension obligations continued
2007 2006
£°000 £'000
Composition of scheme liabilities:
Schemes wholly or partly funded (14,421) (15,586)
2007 2006 2005 2004
£°000 £'000 £°000 £°000
Experience adjustments on liabilities:
Amount 131 (787) 582 (103)
As a % of scheme liabilities 0.9% (5.0%) 4.0% (0.8%)
Experience adjustments on assets:
Amount (424) (80) 957 260
As a % of scheme assets (3.7%) 0.7%) 9.6% 3.2%
The amounts recognised in the income statement are as follows:
2007 2006
£'000 £°000
Interest cost (800) (686)
Expected return on plan assets 667 610
Pension costs included in the income statement (133) (76)
Actuarial gains/(losses) recognised and pension costs
recognised in the statement of recognised income and expense 1,090 (762)

There are no unrecognised actuarial gains or losses in 2007 or 20086.

Information for 2003 in respect of the present value of the defined benefit obligation, the fair value of the plan assets, the deficit in the
plan and the experience adjustments is unavailable and has therefore not been provided.

Analysis of the movement in the balance sheet liability:

2007 2006

£000 £'000

At beginning of year (4,703) (4,657)
Movement during the year:

— contributions 900 792

— other finance expense (133) (76)

— actuarial gain/(loss) 1,090 (762)

Liability at end of year (2,846) (4,703)
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31 Share capital
2007 2006
£°000 £'000

Authorised:

Ordinary shares:

409,044,603 ordinary shares of 2p each

(2006: 409,044,603 ordinary shares of 2p each) 8,181 8,181
Deferred shares:

35,797,769,808 deferred shares of 0.04p each

(2006: 35,797,769,808) 14,319 14,319

22,500 22,500

Share capital allotted, called up and fully paid:

Ordinary shares:

38,021,784 ordinary shares of 2p each

(2006: 37,812,260 ordinary shares of 2p each) 760 756
Deferred shares:

35,797,769,808 deferred shares of 0.04p each

(2006: 35,797,769,808) 14,319 14,319

15,079 15,075

Movements in issued and fully paid share capital:

2007 2007 2006 2006
£000 number £'000 number
Ordinary shares of 5p each
At 1 January — — 14,434 288,691,692
Capital reorganisation (see below) — — (14,434) (288,691,692)
At 31 December = = — —
Ordinary shares of 2p each
At 1 January 756 37,812,260 — —
Employee share options exercised 4 209,524 — —
Capital reorganisation (see below) — — 756 37,812,260
At 31 December 760 38,021,784 756 37,812,260
Deferred shares of 0.04p each
At 1 January 14,319 35,797,769,808 — —
Capital reorganisation (see below) — — 14,319  35,797,769,808
At 31 December 14,319 35,797,769,808 14,319  35,797,769,808

On 30 March 2006 the Company published a prospectus in respect of the fully underwritten issue of a Firm Placing of 16,000,000
New Ordinary Shares and a Placing and Open Offer of 16,038,427 New Ordinary Shares to qualifying shareholders holding ordinary
shares at the close of business on 29 March 2006. A capital reorganisation was also proposed to subdivide and redesignate each
ordinary share of 5p into one new ordinary share of 2p and 124 deferred shares of 0.04p each. Shareholder approval for the issue and
capital reorganisation was sought and received at an extraordinary general meeting held on 24 April 2006.

In order to issue shares at below the pre-existing nominal price of 5p the Company completed a capital reorganisation on 28 April
2006 such that:

Each issued ordinary share of 5p was redesignated into one ordinary share of 2p
Every 50 shares were consolidated into one new ordinary share and 124 deferred shares of 0.04p
Every 2 unissued ordinary shares of 5p were redesignated into 5 new ordinary shares of 2p

The deferred shares are not listed on the London Stock Exchange, have no voting rights, no rights to dividends and the right only to a
very limited return on capital in the event of liquidation.

Net proceeds from this firm placing and placing and open offer amounted to £14,599,000, after costs of £1,420,000.



31 Share capital continued
Potential issues of ordinary shares

073

Certain employees hold options to subscribe for shares in the Company at prices ranging from £0.02 to £2.36 under the Group’s
various incentive schemes. The number of shares subject to options, the periods in which they were granted and the periods in which

they may be exercised are given below.

Adjusted
exercise As at As at
Exercise price 1 January Lapsed Exercised Awarded 31 December
period per share 2007 in year in year in year 2007
Executive share option plan
1997 2000-2007 £38.88 1,482 (1,482) — — —
2003 2006-2013 £2.09 77,509 (62,886) — — 14,623
2003 2006-2013 £1.65 51,363 (18,140) — — 33,223
2004 2007-2014 £2.36 14,879 (14,879) — — —
2004 2007-2014 £2.09 12,021 (11,935) — — 86
2004 2007-2014 £1.65 2,917 — — — 2,917
2005 2008-2015 £1.57 54,899 (23,869) — — 31,030
2005 2008-2015 £1.24 42,357 — — — 42,357
2006 2009-2016 £0.525 2,023,805 (38,094) (209,524) — 1,776,187
2007 2010-2017 £0.69 — — — 411,555 411,555
2007 2010-2017 £0.83 — — — 174,698 174,698
2007 2010-2017 £0.865 — — — 393,063 393,063
2007 2010-2017 £0.675 — — — 440,000 440,000
2,281,232 (171,285) (209,524) 1,419,316 3,319,739
Co-investment scheme
2005 2006 — 11,981 — (11,981) — —
Long-term incentive plan
2006 2009 £0.02 2,560,000 — — — 2,560,000
2,560,000 — — — 2,560,000
Sharesave schemes
2000 2003-2007 £100.55 146 (146) — — —
2004 2007 £2.46 65,000 (65,000) — — —
2007 2010 £0.65 — — — 551,578 551,578
65,146 (65,146) — 551,578 551,578
4,918,359 (236,431) (221,505) 1,970,934 6,431,357

The aggregate number of share options exercisable at the year end was 50,849 (2006: 142,335).
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32 Management of capital structure
The Group is both equity and debt funded and these two elements combine to make up the capital structure of the business.

The Group’s objectives when maintaining capital are:

-0 to safeguard the entity’s ability to continue as a going concern, so that it can continue to provide returns for shareholders and
benefits for other stakeholders; and

-0 to provide an adequate return to shareholders by pricing products and services commensurately with the level of risk.

The Group sets the amount of capital it requires in proportion to risk. The Group manages its capital structure and makes adjustments
to it in the light of changes in economic conditions and the risk characteristics of the underlying assets. In order to maintain or adjust
the capital structure, the Group may adjust the amount of dividends paid to shareholders, return capital to shareholders, issue new
shares, or sell assets to reduce debt.

Consistent with others in the industry, the Group monitors capital on the basis of the debt to adjusted capital ratio. This ratio is
calculated as net debt divided by adjusted capital. Net debt is calculated as total debt (as shown in the balance sheet) less cash and
cash equivalents. Adjusted capital comprises all components of equity (i.e. share capital, share premium, other reserves and retained
earnings).

Consolidated

2007 2006

£°000 £'000

Financial liabilities — current 7,397 6,394
Financial liabilities — non-current —_ 1

Cash and cash equivalents (770) (736)
Net debt 6,627 5,659
Total shareholders’ equity 12,759 11,029
% %

Debt to adjusted capital ratio 51.9 51.3

During 2007, the Group’s strategy, which was unchanged from 2006, was to keep net debt to a minimum, through profitable trading
and good cash management.

33 Finance lease obligations

Consolidated Company
2007 2006 2007 2006
£'000 £°000 £°000 £'000
Amounts payable:

Within one year 2 20 — —
Within two to five years — 1 — —
2 21 — —
Less: finance charges allocated to future periods — — — —
2 21 — —

Analysis of changes in finance lease obligations during the year:
Consolidated Company
2007 2006 2007 2006
£'000 £°000 £°000 £'000
At 1 January 21 40 —_ —
Capital element of finance lease rental payments (19) (19) — —
At 31 December 2 21 —_ —




075
34 Operating lease commitments
Operating leases — lessee
The total future minimum rents payable under non-cancellable operating leases are as follows:
Land and Plant and Land and Plant and
buildings machinery buildings machinery
2007 2007 2006 2006
£°000 £000 £'000 £'000
Continuing operations
Amounts payable:
Within one year 2,147 61 2,090 74
Between two and five years 7,137 28 6,879 70
After five years 2,856 —_ 3,649 —
12,140 89 12,618 144
Discontinued operations
Amounts payable:
Within one year 104 —_ 157 —
Between two and five years 451 —_ 455 —
Over five years — — 111 —
555 — 723 —

Operating leases — lessor

Certain properties may have been vacated prior to the end of the lease term. Where possible the Group always endeavours to
sublease such vacant space. An onerous provision is recognised where the rents receivable over the lease term are less than the

obligation to the head lessor.

The total future minimum rents receivable under non-cancellable operating leases on sublet properties are as follows:

Land and Land and
buildings buildings
2007 2006
£°000 £'000
Continuing operations
Amounts receivable:
Within one year 476 476
Between two and five years 950 1,045
After five years 289 501
1,715 2,022
Discontinued operations
Amounts receivable:
Within one year 87 121
Between two and five years 393 393
Over five years — 97

480

611
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35 Contingencies
In the normal course of business, the Group is exposed to the risk of claims in respect of contracts where the customer or supplier is
dissatisfied with the performance, pricing and/or completion of the contracted service or product. Such claims are normally resolved
by a combination of negotiation, further work by Parity or the supplier and/or monetary settlement without formal legal process being
necessary. Occasionally, such claims progress into legal action. At the present time, Group management believes the resolution of any
known claims or legal proceedings will not have a material further impact on the financial position of the Group.

36 Key management remuneration
Key management comprises the Board of Directors. The total remuneration received by key management is £1,417,000
(2006: £1,177,000). This comprises emoluments received, pension contributions and share based payment charges. Key
management remuneration is disclosed in detail within the remuneration report.

37 Related party transactions
Company
Details of the Company’s shares in Group undertakings are given in note 16. The Company entered into transactions with other Group
undertakings as shown in the table below.

2007 2006
£°000 £’000
Interest received from subsidiaries 763 787
Interest paid to subsidiaries 1,291 1,049

At 31 December, the Company had the following amounts payable and receivable to/from Group undertakings.

2007 2006
£°000 £'000
Amounts owed by subsidiary undertakings
Falling due within one year (note 19) 3,488 5,897
Falling due after one year (note 19) 53,369 73,074
Amounts due to subsidiary undertakings
Falling due within one year (note 22) 2,218 658
Falling due after one year (note 22) 48,579 49,234

During the current and preceding year the Company recharged other Group undertakings for various administrative expenses incurred
on their behalf. The Company also received administrative cost recharges from other Group undertakings. It is not practicable to
analyse the high volume of funding transactions between the Company and other Group undertakings.

38 Subsidiary undertakings
The principal subsidiary undertakings affecting the consolidated results of the Group which are wholly owned and registered in
England, except where indicated below, are as follows:

Proportion of

Country of ownership
Name incorporation interest Principal activity
Parity Resources Limited England and Wales 100% Technology staffing services
Parity Solutions Limited England and Wales 100% [T and business services
Parity Training Limited England and Wales 100% Training services
Parity Solutions (Dublin 1999) Limited! Republic of Ireland 100% Training and technology services
Parity Eurosoft AG" 2 Switzerland 99% Ceased to trade
Parity International BV 3 The Netherlands 100% Holding
TelTech International Corp™ 2 New York State USA 100% Ceased to trade

" held by subsidiary undertaking
2 inactive as at 31 December 2007
8 registered in England

All of the subsidiary undertakings have the same accounting reference date as Parity Group plc.
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