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Independent Auditors’ report on the Group financial statements

To the Members of Xansa plc

We have audited the Group financial statements of Xansa plc
for the year ended 30 April 2007 which comprise of the
Consolidated income statement, the Consolidated balance
sheet, Consolidated statements of recognised income and
expense, the Consolidated cash flow statement and the related
Notes 1 to 26. 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 Xansa plc for the year ended 30 April 2007 and
on the information in the Directors’ remuneration report that is
described as having been audited.

This report is 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 responsibility to anyone other than the
Company and the Company’s members as a body, for our
audit work, for this report, or for the opinions we have formed.

Respective responsibilities of Directors and Auditors
The Directors are responsible for preparing the Report and the
Group financial statements in accordance with applicable
United Kingdom law and International Financial Reporting
Standards (IFRSs) as adopted by the European Union are set
out in the Statement of Directors’ responsibilities.

Our responsibility is 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 and whether the Group
financial statements have been properly prepared in
accordance with the Companies Act 1985 and Article 4

of the IAS regulation.We also report to you whether in our
opinion the information given in the Directors’ report is
consistent with the financial statements. The information given
in the Directors’ report includes that specific information
presented in the Business and Financial review.

In addition we report to you if, in our opinion, we have not
received all the information and explanations we require for our
audit, or if information specified by law regarding Directors’
remuneration and other transactions is not disclosed.

We review whether the Corporate governance statement
reflects the Company’s compliance with the nine provisions of
the 2006 Combined Code specified for our review by the
Listing Rules of the Financial Services Authority, and we report
if it does not. We are not required to consider whether the
Board’s statements on internal control cover all risks and
controls, or form an opinion on the effectiveness of the
Group’s corporate governance procedures or its risk and
control procedures.

We read other information contained in the Annual Report

and consider whether it is consistent with the audited Group
financial statements. The other information comprises only the
Chairman’s statement, the Business and Financial review

and the Corporate governance statement. We consider the
implications for our report if we become aware of any apparent
misstatements or material inconsistencies with the Group
financial statements. Our responsibilities do not extend to any
other information.

Basis of audit opinion

We conducted our audit in accordance with International
Standards on Auditing (UK and Ireland) issued 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 in the preparation of the Group financial statements,
and of whether the accounting policies are appropriate

to the Group’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 Group financial statements are free from
material misstatement, whether caused by fraud or other
irregularity or error. In forming our opinion we also evaluated

the overall adequacy of the presentation of information in the
Group financial statements.

Opinion
In our opinion:

n the Group financial statements give a true and fair view, in
accordance with IFRSs as adopted by the European Union,
of the state of the Group’s affairs as at 30 April 2007 and of
its profit for the year then ended;

n the Group financial statements have been properly prepared
in accordance with the Companies Act 1985
and Article 4 of the IAS Regulation; and

n the information given in the Directors’ report is consistent
with the Group’s financial statements.

Ernst & Young LLP
Registered Auditor
London

28 June 2007

1. The maintenance and integrity of the Xansa plc website is the responsibility of the
Directors; the work carried out by the Auditors does not involve consideration of these
matters and, accordingly, the Auditors accept no responsibility for any changes that
may have occurred to the financial statements since they were initially presented on
the website.

2. Legislation in the United Kingdom governing the preparation and dissemination
of financial statements may differ from legislation in other jurisdictions.
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Consolidated income statement
For the year ended 30 April 2007

2007

2006
Before
exceptional items

2006
Exceptional
items

2006

Total

Notes £ million £ million £ milion £ milion
Revenue 1(b) 379.7 357.3 - 357.3
Costs excluding share-based payments 1(b) (353.4) (331.3) 4.3) (335.6)
Operating profit:
Before share-based payments and share
of joint venture’s loss after tax 26.3 26.0 4.3) 21.7
Share-based payments (3.8) (3.8 - (3.8)
Share of joint venture’s loss after tax (1.2) (2.7 - 2.7)
Operating profit 214 195 4.3) 15.2
Finance income 13 0.5 - 0.5
Finance expense 2 (6.3) (6.7) - (6.7)
Profit before tax 16.4 13.3 4.3 9.0
Taxation 3 (3.0) (2.8 14 (1.4)
Profit for the year 134 105 (2.9) 7.6
Attributable to:
Equity shareholders of the parent 13.3 10.2 (2.9) 7.3
Minority interests 0.1 0.3 - 0.3
134 105 (2.9 7.6
Notes 2007 2006
Earnings per share (pence):
—basic 4 4.25p 2.39p
—diluted 4 4.18p 2.32p
Earnings per share before share-based payments
and exceptional items (pence):
—basic 4 5.21p 4.42p
—diluted 4 5.12p 4.29p

All the results above relate to continuing activities.
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Consolidated balance sheet
As at 30 April 2007

2007

2006

Notes £ million £ million
Assets
Non-current assets
Property, plant and equipment 23.5 24.9
Deferred income tax assets 135 204
Intangible assets 83.5 85.9
Prepayments 1.9 16
Investment in joint venture accounted for using the equity method 8 7.7 8.8
Other receivables 9 - 0.2
130.1 141.8
Current assets
Inventories - 0.2
Trade and other receivables 9 49.6 49.1
Amount due from joint venture - 6.5
Prepayments 10.4 7.1
Income tax recoverable 0.6 -
Cash and cash equivalents 10 43.9 33.3
104.5 96.2
Total assets 234.6 238.0
Equity and liabilities
Equity attributable to equity holders of the parent
Issued capital 11 17.4 17.3
Share premium 12 70.2 68.3
Own shares 12,13 (16.2) (27.7)
Other reserves 12 759.4 759.3
Retained earnings 12 (776.7) (821.3)
Total equity attributable to holders of the parent 54.1 59
Minority interest 12 0.1 -
Total equity 54.2 5.9
Non-current liabilities
Trade and other payables 14 0.9 0.5
Interest bearing loans and borrowings 15 0.7 38.3
Provisions 16 2.3 3.9
Post-retirement benefit liability 17 34.9 84.8
38.8 1275
Current liabilities
Trade and other payables 14 76.6 79.7
Interest bearing loans and borrowings 15 54.1 12.7
Income tax payable 8.0 6.5
Provisions 16 2.9 5.7
141.6 104.6
Total liabilities 180.4 232.1
Total equity and liabilities 234.6 238.0

The financial statements were authorised for issue by the Board on 28 June 2007.

G M Stuart Finance Director
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Consolidated statement of recognised income and expense
For the year ended 30 April 2007

2007

2006

£ million £ milion
Employee defined benefit obligations:
— actuarial gain (loss) on defined benefit obligations 46.5 13.7
— deferred taxation recognised directly in equity (7.6) 5.0
Employee share option scheme — deferred taxation recognised in equity - 0.3
Effect of foreign exchange rate changes 0.1 (0.4)
Net income recognised directly in shareholders’ equity 39.0 18.6
Profit for the year 13.4 7.6
Total recognised income (expense) for the year 524 26.2
Attributable to:
Equity shareholders of the parent 52.3 25.9
Minority interests 0.1 0.3
52.4 26.2
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Consolidated cash flow statement
For the year ended 30 April 2007

2007

2006

Notes £ million £ million
Profit before tax 16.4 9.0
Depreciation and amortisation 10.1 6.9
Cost of employee share schemes 3.8 3.8
Finance income (1.3) (0.5
Finance expense 6.3 6.7
Pension contributions (in excess of) less than IAS 19 service cost (4.0) 3.6
Share of joint venture’s loss after tax 1.1 2.7
Exceptional costs charged to profit and loss account - 4.3
Exceptional costs spent (3.2) 4.1)
Reduction (increase) in receivables 25 (8.3
(Reduction) increase in payables (2.2) 3.9
Cash generated from operations 29.6 28.0
Interest paid (4.8) (3.6)
Tax paid (2.8) (0.8)
Net cash generated from operating activities 22.0 23.6
Cash flows from investing activities
Proceeds from disposal of property, plant and equipment 0.1 0.1
Interest received 1.3 0.5
Investment in joint venture (1.5) (3.9
Purchase of property, plant and equipment (4.5) (6.5)
Purchase of intangible assets (1.8) (5.9
Net cash used in investing activities (6.4) (15.7)
Cash flows from financing activities
Proceeds from borrowings 11.7 -
Repayments of amounts borrowed - (0.1
Cash paid to acquire own shares (1.0) 1.2
Proceeds from sale of own shares 1.4 2.1
Payment of finance lease liabilities (1.0) (0.6)
Dividends paid to the Company’s equity holders (8.3 (7.8)
Net cash generated by financing activities 2.8 (7.6)
Net increase in cash and cash equivalents 22 18.4 0.3
Cash and cash equivalents at the beginning of the year 224 22.0
Effect of foreign exchange rate changes 0.3 0.1
Cash and cash equivalents at the end of the year 41.1 22.4
Cash and cash equivalents consists of:
Cash and cash equivalents 10 43.9 33.3
Bank overdrafts 15 (2.8) (10.9)
411 22.4
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Accounting policies

The financial statements have been prepared in accordance with International Financial Reporting Standards (IFRS) as adopted
by the European Union and International Financial Reporting Interpretations Committee (IFRIC) interpretations and with those
parts of the Companies Act 1985, applicable to companies reporting under IFRS.

Adoption of International Financial Reporting Standards Prior to 2006, the Group prepared its financial statements
under UK Generally Accepted Accounting Principles (UK GAAP). From 1 May 2005, the Group is required to prepare its annual
consolidated financial statements in accordance with IFRS as adopted by the European Union and implemented in the UK.

The general principle that should be applied on first-time adoption of IFRS is that standards are applied with full retrospective
effect. In accordance with IFRS 1 ‘First-time Adoption of International Financial Reporting Standards’, the Group is entitled
to a number of voluntary and mandatory exemptions from full restatement. The Group has made the following elections:

(@) The fair values of assets and liabilities acquired in business combinations prior to the transition date have been maintained
at their previously reported values under UK GAAP, and the requirements of IFRS 3 ‘Business Combinations’ have not been
retrospectively applied to those business combinations.

(b) IFRS 1 permits a first-time adopter of IFRS to elect to recognise all cumulative gains and losses arising on employee benefits
at the transition date. Xansa has adopted this election in these financial statements.

(c) Under IAS 21 ‘The Effects of Changes in Foreign Exchange Rates’ some translation differences are required to be classified
as a separate component of equity. IFRS 1 permits a first time adopter to deem cumulative translation differences to be zero
at the transition date. Xansa has adopted this election in these accounts.

(d) IFRS 2 ‘Share-based Payments’ requires costs relating to share-based payments to be measured and recognised in the
income statement. IFRS 1 and IFRS 2 permit a first time adopter not to adjust either the income statement or the balance sheet
for grants of share options or free and matching shares that occurred prior to 7 November 2002, or for grants after that date,
which had vested by 1 January 2005. Xansa has adopted this election in the accounts.

The Group has adopted IFRIC 4 ‘Determining whether an arrangement contains a lease’ from 1 May 2006. Its adoption has
not had any material impact on the Group’s results or financial position.

Changes in accounting standards At the balance sheet date the following IFRS and IFRIC interpretations were in issue
but not yet effective:

Xansa financial year ending

International Accounting Standards (IAS/IFRSS)

IAS 23 Borrowings Costs (revised) Friday, 30 April 2010
IFRS 7 Financial Instruments: Disclosures Wednesday, 30 April 2008
IFRS 8 Operating Segments Friday, 30 April 2010
International Financial Reporting Interpretations Committee (IFRIC)

IFRIC 9 Reassessment of Embedded Derivatives Wednesday, 30 April 2008
IFRIC 10 Interim Financial Reporting and Impairment Wednesday, 30 April 2008
IFRIC 11 IFRS 2 — Group and Treasury Share Transactions Wednesday, 30 April 2008
IFRIC 12 Service Concession Arrangements Thursday, 30 April 2009

The Directors anticipate that with the exception of IAS 23, the adoption of these standards and interpretations in future periods
will not have a significant impact on the results or the financial position of the Group. The impact of IAS 23 is dependent upon the
extent of qualifying expenditure from 1 May 2009 onwards and hence cannot be quantified at the moment.

Basis of consolidation The Group accounts consolidate the accounts of Xansa plc and all its subsidiary undertakings drawn
up to 30 April each year. Subsidiary undertakings are included in the Group accounts using the acquisition method of accounting.
Joint ventures are included in the Group accounts using the equity method of accounting.

Segmental reporting The Group has one reportable operating segment, that of outsourcing and technology.
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Foreign currencies The consolidated financial statements are presented in sterling, which is Xansa plc’s functional and
presentational currency.

Transactions denominated in foreign currencies are accounted for at the rate ruling at the date of the transaction and exchange
gains and losses arising are reflected in the income statement. Monetary foreign currency assets and liabilities are retranslated
at the closing rate at the balance sheet date and exchange differences recognised in the income statement.

The assets and liabilities of foreign operations are translated into sterling at the rate of exchange ruling at the balance sheet date.
Income and expenses are translated at weighted average exchange rates for the year. The resulting exchange differences are
taken directly to a separate component of equity. On disposal of a foreign entity, the deferred cumulative amount recognised in
equity relating to that particular foreign operation is recognised in the income statement.

Financial instruments Financial instruments of the Group comprise of amounts receivable, cash and cash equivalents,
amounts payable, borrowings and derivatives. The following policies have been adopted in respect of these items.

Amounts receivable Amounts receivable consist of trade receivables, other receivables, prepayments and amounts to be billed
on contracts. Amounts receivable are initially recognised at fair value and carried at amortised cost less an allowance for any
uncollectable amounts. Bad debts are written off when identified.

Cash and cash equivalents Cash and cash equivalents in the balance sheet comprise cash at bank and in hand and short-term
deposits with an original maturity of three months or less. For the purpose of the consolidated cash flow statement, cash and
cash equivalents consist of cash and cash equivalents, as defined above, net of outstanding bank overdrafts.

Amounts payable Amounts payable consist of trade payables, other payables and accruals. Amounts payable are initially
recognised at fair value and carried at amortised cost using the effective interest method.

Borrowings Borrowings are included in financial liabilities at the fair value of the net proceeds received after deduction of issue
costs. Subsequently, debt instruments are measured at amortised cost using the effective interest method.

Derivative financial instruments An outline of the objectives, policies and strategies pursued by the Group in relation to its
financial instruments is set out in the Treasury management and policy section of the Financial review.

The Group uses derivative financial instruments such as foreign currency contracts to hedge its risks associated with foreign
currency fluctuations. The Group also uses interest rate caps to manage interest rate exposures. The Group does not use
derivative financial instruments for speculative purposes.

Derivative financial instruments are measured at fair value. The fair value of forward exchange contracts represents the difference
between the value of the outstanding contracts at their contracted rates and a valuation calculated using the forward rates

of exchange prevailing at the balance sheet date. The Group does not hold any derivative financial instruments which

qualify for hedge accounting and hence any gains or losses arising from changes in fair value are recognised directly in the
income statement.

Property, plant and equipment Property, plant and equipment are stated at cost less accumulated depreciation and
impairment losses. Cost comprises the purchase price and directly attributable costs of the asset. Depreciation is based on cost
less estimated residual value and is provided, except for freehold land which is not depreciated, on a straight line basis over the
estimated useful life of the asset. For the following categories, the annual rates used are:

Fixtures, fittings and equipment 10%-20%
Electronic equipment and related purchased software 25%-33%
Motor vehicles 25%
Long leasehold land and buildings 2%—-3%

Additions to short leasehold property are amortised over the minimum period that Xansa is committed to lease the property.
The carrying values of property, plant and equipment is reviewed for impairment in periods if events or changes in circumstances
indicate the carrying value may not be recoverable.

The assets’ residual values and useful lives are reviewed at least at each balance sheet date.
Assets in the course of construction are not depreciated until they are brought into commercial use.
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Intangible assets Intangible assets comprise goodwill and computer software.

Goodwill represents the excess of the cost of acquisition of a business combination over the Group’s share of the fair value
of identifiable assets, liabilities and contingent liabilities of the business acquired at the date of acquisition.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. At the date of acquisition the
goodwill is allocated to cash generating units for the purpose of impairment testing and is tested at least annually for impairment.

Computer software is carried at cost less accumulated amortisation and impairment losses. Amortisation is provided on a
straight line basis to allocate the cost of the asset over its estimated useful life which is estimated at three years.

Impairment Assets that are subject to amortisation or depreciation are reviewed for impairment whenever events or
circumstances indicate that the carrying amount may not be recoverable. In addition, goodwill is tested at least annually for
impairment. An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds its recoverable
amount, the latter being the higher of the asset’s fair value less costs to sell and value in use. Value in use calculations are
performed using cash flow projections, discounted at a pre-tax rate which reflects the asset specific risks and the time value
of money.

Inventories Inventories are stated at the lower of cost and net realisable value. Costs include all costs incurred in bringing each
product to its present location and condition.

Inventories represent work in progress being the cost of direct materials and labour plus attributable overheads based on the
normal level of activity, excluding borrowing costs.

Investment in joint venture The Group’s interest in its joint venture is accounted for using the equity method. The investment is
initially recognised on the balance sheet at the Group’s share of the joint venture’s net assets together with any goodwill arising on
the acquisition, and the carrying amount is increased or decreased to recognise its share of the profit or loss of the joint venture.

Investment in own shares Xansa plc shares held by trusts which are controlled by Xansa are consolidated within the accounts
and are valued at cost and are classified in shareholders’ equity as ‘own shares’. Consideration received for the sale of such
shares is also recognised in equity, with any difference between proceeds from sale and the original cost being taken to revenue
reserves. No gain or loss is recognised in the income statement or the statement of recognised income and expense on the
purchase, sale, issue or cancellation of own shares.

Pensions and other post-retirement benefits The Group operates a number of retirement benefit schemes.

Two defined benefit pension schemes are operated and are described in Note 17. The cost of providing benefits under the plans
is determined separately for each plan using the projected unit credit actuarial valuation method.

The current service cost and gains and losses on settlements and curtailments are included in the consolidated income
statement. Past service costs are similarly included where the benefits have vested, otherwise they are amortised on a straight
line basis over the vesting period. The current service cost is the increase in the present value of the obligation arising from
employee service in the current period.

The expected return on assets and the interest cost arising on scheme liabilities are recognised in the income statement as
components of finance expense. The expected return on assets is based upon market expectations at the beginning of the
period for returns over the life of the related obligations, allowing for expected contributions and benefit payments. The interest
cost represents the increase in the present value of the obligation which arises because the benefits are one year closer to
settlement and is calculated as the present value of the obligation throughout the period multiplied by the discount rate at the
start of the period, allowing for any material changes in the obligation.

Differences between the actual and expected return on assets, changes in the retirement benefit obligation due to experience
and changes in actuarial assumptions are included in the statement of recognised income and expense in full in the period in
which they arise.

The Group’s contributions to defined contribution plans are charged to the income statement in the period to which the
contributions relate.
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Share-based payments In accordance with the transitional provisions, IFRS 2 has been applied to all share options granted
after 7 November 2002 that remained unvested as of 1 January 2005.

The Group operates various share-based award schemes, all of which are equity-settled. The fair value at the date at which
the share-based awards are granted is recognised in the income statement on a straight line basis over the vesting period,
with a corresponding increase in shareholders’ equity, based on an estimate of the number of shares that will eventually vest.
The services received from employees are measured by reference to the fair value of the awards granted.

The fair value of the options is measured by use of the binomial method, as described in Note 19. The amount recognised as
an expense is adjusted to reflect the actual number of share options that vest.

Leases Finance leases, which transfer to the Group substantially all the risk and benefits incidental to ownership of the leased
item, are capitalised at the inception of the lease at the fair value of the leased property or, if lower, at the present value of the
minimum lease payments. Lease payments are apportioned between the finance charges and reduction of the lease liability
S0 as to achieve a constant rate of interest on the remaining balance of the liability. Finance charges are charged directly
against income.

Capitalised leased assets are depreciated over the shorter of the estimated useful life of the asset or the lease term.
Operating lease payments are recognised as an expense in the profit and loss account on a straight line basis over the lease term.

Revenue recognition and contract accounting Revenue comprises the total value of fees and expenses due from external
customers after deducting all credits and allowances and excluding value added tax. Revenue is recognised to the extent that
it is probable that economic benefits will flow to the Group and the revenue can be reliably measured.

Time and material contracts are those under which Xansa provides staff to a customer at an hourly or daily rate. Revenue is
recognised on these contracts on the basis of time worked.

Revenue on contracts which are for an ongoing service (such as processing invoices) is recognised evenly over the period in
which the service is provided.

Revenue on fixed price contracts is recognised in proportion to the cost of work performed on each contract relative to the
estimated total cost of completing the contract, provided costs incurred is a reasonable reflection of contract activity and
progress. If the contract outcome cannot be measured reliably then revenue is only recognised to the extent of the expenses
recognised that are recoverable.

Distinguishable components of a contract are separated out and recognised individually, provided the value of each component
can be reliably estimated. Revenue and costs that relate to the same transaction are recognised simultaneously.

Provision is made for the whole of any anticipated contract losses as soon as they are identified.

Directly attributable pre-contract costs incurred after it is probable that the contract will be obtained are carried forward within
prepayments, to be amortised over the life of the contract.

Taxation Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to the taxation
authorities, based on tax rates and laws that are enacted or substantively enacted by the balance sheet date.

Deferred income tax is recognised on all temporary differences arising between the tax bases of assets and liabilities and their
carrying amounts in the financial statements, with the following exceptions: a) where the temporary difference arises from the
initial recognition of goodwill or of an asset or liability in a transaction that is not a business combination that at the time of the
transaction affects neither accounting nor taxable profit or loss; b) in respect of taxable temporary differences associated with
investments in subsidiaries, associates and joint ventures, where the timing of the reversal of the temporary differences can be
controlled and it is probable that the temporary differences will not reverse in the foreseeable future; and c) deferred income tax
assets are recognised only to the extent that it is probable that taxable profit will be available against which the deductible
temporary differences, carried forward tax credits or tax losses can be utilised.

Deferred income tax assets and liabilities are measured on an undiscounted basis at the tax rates that are expected to apply
when the related asset is realised or liability is settled, based on tax rates and laws enacted or substantively enacted at the
balance sheet date.

Income tax is charged or credited directly to equity if it relates to items that are credited or charged to equity. Otherwise income
tax is recognised in the income statement.
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Borrowing costs All borrowing costs are recognised in the income statement within finance expense in the period in which they
are incurred.

Provisions Provisions are recognised when the Group has a present obligation as a result of past events when it is more likely
than not that an outflow of resources will be required to settle the obligation and a reliable estimate can be made of the amount
of the obligation. Provisions are discounted when the time value of money is considered to be material.

Exceptional items Exceptional items comprise items of income and expense that are material in amount and unlikely to
recur and which merit separate disclosure in order to provide an understanding of Xansa’s underlying financial performance.
Examples of events giving rise to the disclosure of material items of income and expense as exceptional items include, but are
not limited to, impairment events, reorganisations of Xansa’s operations and reassessments of vacant property provisions.

Share capital Ordinary shares are classified as equity. Where the Group purchases the Group’s equity share capital (treasury
shares), the consideration paid is deducted from equity attributable to equity holders of the parent until the shares are cancelled,
reissued or disposed of. Where such shares are subsequently sold or reissued, any consideration received is included in equity
attributable to equity holders of the parent.

Dividends Final dividends proposed by the Board of Directors and unpaid at the year end are not recognised in the financial
statements until they have been approved by the shareholders at the Annual General Meeting. Interim dividends are recognised
when they are paid.

Significant accounting judgements and estimates The preparation of financial statements requires the use of estimates and
assumptions that affect the reported amounts. Although these estimates are based on management’s best knowledge of the
amount, event or actions, actual results may differ from those estimates.

(i) Pensions The net retirement benefit liability is calculated based upon a number of actuarial assumptions as detailed in Note 17.
A number of these assumptions involve a considerable degree of estimation, including the rate of inflation and expected
mortality rates.

(i) Impairment testing Impairment testing of intangible assets involves comparing the carrying value of an asset with its value in
use, based upon a discounted cash flow model. This model involves making assumptions, which are described in Note 7.

(iii) Share-based payments The value of share-based payments requires several judgements to be made. The details of these
assumptions are disclosed in Note 19.

(iv) Revenue recognition The revenue and profit of fixed price contracts is recognised in proportion to the cost of work
performed relative to the total cost of completing the contract when the contract outcome can be measured reliably.
Management exercises judgement in determining whether a contract’s outcome can be measured reliably. Management also
makes estimates of the total cost of services, or in some instances total contract costs, which are used in determining the value
of amounts recoverable on contracts. Estimates are continually revised based on changes in the facts relating to each contract.

(v) Provisions Using information available at the balance sheet date, the Directors make judgements based on experience on
the level of provision required to satisfy onerous lease and dilapidation commitments.
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Notes to the Group accounts

1 Profit and expenses

(@) Underlying profit measure The Directors regard profit before tax and exceptional items as a key performance indicator.
Profits on this basis of measurement increased to £16.4 million in 2007 from £13.3 million in 2006. They reconcile to the total

profits before tax of £16.4 million (2006: £9.0 million) as follows:

2007

2006

£ million £ million
Profit (loss) on ordinary activities before taxation analysed as:
Profit before exceptional items 16.4 13.3
Exceptional items - 4.3
16.4 9.0
(b) Operating profit
2007 2006
£ million £ million
Revenue - rendering of services 379.7 357.3
Other income — sublease of properties 1.7 1.0
Expenses
Wages and salaries 156.3 157.1
Social security costs 12.4 13.9
Pension costs — defined contribution plans 3.5 35
Pension costs — defined benefit plans 14.4 19.1
Holiday pay 1.3 (0.9
187.9 192.7
Amounts payable to sub-contractors 74.1 73.2
Depreciation of property, plant and equipment:
—Owned assets 49 45
—Leased assets 1.0 0.5
Amortisation of intangible assets 4.2 1.9
Operating lease rentals (minimum lease payments):
— Rents on properties 7.2 6.5
— Hire of vehicles 1.1 15
— Other operating leases 1.0 1.3
Loss (profit) on foreign exchange 0.1 (0.1)
Auditors’ remuneration:
— Audit of the consolidated financial statements 0.1 0.3
— Other fees to auditors:
— Local statutory audits for subsidiaries 0.3 0.3
— Taxation services 0.1 0.2
— Other services 0.2 0.1
Other costs 72.9 49.4
Exceptional items - 4.3
BEHNII 336.6
Costs excluding share-based payments 353.4 335.6
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1 Profit and expenses continued

(c) Exceptional items The £4.3 million exceptional item in 2006 is the increase in the provision relating to Xansa’s vacant
properties. The level of provision necessary requires judgement on the part of the Directors and is reassessed at each balance
sheet date. Certain of Xansa’s vacant properties took longer to sublet than had previously been expected and the provision was
increased at 30 April 2006 to reflect expectations at that time. No amendment to the level of provision was considered necessary
at 30 April 2007.

(d) Segmental analysis The Directors consider that the Group operates in one continuing class of business namely that of
business process and technology outsourcing, and in one geographical segment being the United Kingdom.

Xansa’s Indian operation does not have significant external revenue, but provides resource to the regional operations, principally
the United Kingdom. The costs of supply are included within the regional results. Net assets employed in India at 30 April 2007
were £62.1 million (2006: £47.8 million).

2007 2006
Number Number
Employees
The average monthly number of employees during the year was:
United Kingdom 3,039 3,156
India 4,613 3,417
Rest of the world 2 7
7,654 6,580
The number of employees at 30 April was:
United Kingdom 3,039 3,108
India 5,038 3,920
Rest of the world 1 3
8,078 7,031

The employee numbers relate to the actual number of people employed excluding sub-contractors. Sub-contractors at
30 April 2007 numbered 846 (2006: 1,039), of whom 299 (2006: 353) were placed with external clients and 547 (2006: 686)
were used directly on Xansa accounts.

Details of Directors’ remuneration, including their beneficial interest in the share capital and share options, are shown in the
Report on Directors’ remuneration on pages 27 to 35.

2 Finance expense

2007 2006

£ million £ milion

Finance expense (excluding items relating to pension scheme) (5.7) (4.4)
Expected return on pension fund assets (Note 17) 16.3 12.0
Interest on pension fund liabilities (Note 17) (16.9) (14.3)
(6.3) (6.7)
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3 Taxation
The charge/(credit) for the year comprises:

2007 2006
£ million £ million
Current tax:

UK corporation tax — current year 3.2 11
Adjustments in respect of prior years 0.2 (0.5)
34 0.6
Foreign tax — current year 0.3 0.1
Adjustments in respect of prior years - (0.1)
Total current tax 3.7 0.6

Deferred tax:
Origination and reversal of temporary differences 0.4 0.4
Adjustments in respect of prior years (1.2) 0.4
(0.7) 0.8
Tax on profit on ordinary activities 3.0 14

The differences between the tax charge for the period shown above and the amount calculated by applying the standard rate of
UK corporation tax to the profit before tax is as follows:

2007 2006
£ million £ million
Profit/(loss) on ordinary activities before tax 16.4 9.0
Tax on profit on ordinary activities at standard UK corporation tax rate of 30% (2006: 30%) 4.9 2.7
Effects of:
Expenses not deductible for tax purposes 1.2 0.8
Tax on share-based payments 0.7 0.4
Tax adjustments regarding share of joint venture 0.9 15
Differences on tax rates on overseas earnings (3.8) (3.8)
Adjustments to tax charge in respect of prior years (0.9) 0.2)
Total tax charge for the period 3.0 14

The Group’s Indian tax holidays expire on a site by site basis over the next two years and as a consequence the tax rate
will increase.

2007 2006
£ million £ million
Tax charged (credited) to equity:
Deferred tax:
Actuarial gains and losses on pension schemes (7.6) 5.0
Share-based payments - 0.3
(7.6) 5.3
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4 Earnings per share

2007
Pence

2006
Pence

Earnings per share:
—Basic 4.25
— Diluted 4.18

Earnings per share before share-based payments, pension settlements and curtailments
and exceptional items:

—Basic 5.21
— Diluted 5.12

2.39
2.32

4.42
4.29

Basic earnings per share is calculated by dividing the earnings attributable to ordinary shareholders by the weighted average
number of ordinary shares outstanding during the year. The average number of shares outstanding excludes those held in trusts

controlled by the Company, which are treated as cancelled.

Diluted earnings per share is calculated on the same basis as the basic earnings per share with a further adjustment to the
weighted average number of ordinary shares outstanding to reflect the effect of all dilutive potential ordinary shares. The Group
has three classes of dilutive potential ordinary shares: share options granted to employees where the exercise price is less than
the average market price of the Company’s ordinary shares during the year, contingently exercisable options under Xansa’s
management incentive plan and free and matching shares awarded to employees for which the value of the award to be
recognised in the income statement in the future is less than the average market price of the Company’s ordinary shares

during the year.

Options over 12,050,175 shares (2006: 14,836,457) shares are excluded from the calculation of diluted earnings per share as

the option exercise prices exceeded the average price of Xansa shares during the period.

2007
Number

2006
Number

Weighted average number of ordinary shares used to calculate basic earnings per share 312,633,031 305,744,744
Potential dilutive effect of ordinary shares issuable under share option schemes 245,618 1,178,938
Potential dilutive effect of contingently issuable ordinary shares granted under Xansa’s

management incentive plan 338,095 557,116
Potential dilutive effect of free and matching shares 4,944,470 6,884,772
Weighted average number of shares used for calculating diluted earnings per share 318,161,214 314,365,570

Earnings per share before share-based payments, pension settlements and curtailments and exceptional items is calculated
using an adjusted earnings figure calculated as shown below. The number of shares used to calculate the adjusted earnings

per share figures are the same as those used for the unadjusted figures above.

2007

2006

£ million £ milion
Profit for the year attributable to Xansa shareholders 183 7.3
Adjustments for:
— Share-based payments 3.8 3.8
— Exceptional items - 4.3
— Tax effect of above adjustments (0.8) (1.9
Adjusted profit for the year attributable to Xansa shareholders 16.3 135
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5 Property, plant and equipment

Assets in the
course of

Long
leasehold land

Leasehold

Fixtures, fittings

construction and buildings improvements and equipment Motor vehicles Total
£ milion £ million £ million £ milion £ milion £ million

Cost
At 1 May 2005 0.2 9.8 8.9 25.2 0.8 44.9
Additions 45 - - 4.2 0.4 9.1
Transfers between categories (3.2) 1.2 - 2.0 - -
Disposals - - - (0.5) (0.3) (0.8)
At 1 May 2006 15 11.0 8.9 30.9 0.9 53.2
Additions 0.6 - - 3.7 0.3 4.6
Transfers between categories (2.0) 1.0 - 1.0 - -
Disposals - - - 0.7 (0.2 (0.9
At 30 April 2007 0.1 12.0 8.9 34.9 1.0 56.9
Depreciation
At 1 May 2005 - 0.6 7.7 15.4 0.3 24.0
Charge for year - 0.3 0.4 4.1 0.2 5.0
Disposals - - - (0.5) (0.2) (0.7
At 1 May 2006 - 0.9 8.1 19.0 0.3 28.3
Charge for year - 04 0.2 51 0.2 5.9
Disposals - - - 0.7 (0.2) (0.8)
At 30 April 2007 - 1.3 8.3 23.4 0.4 334
Net book value 30 April 2007 0.1 10.7 0.6 11.5 0.6 235
Net book value 30 April 2006 15 10.1 0.8 11.9 0.6 24.9
Assets held under finance leases at
net book amount included above:
At 30 April 2007 - - - 15 - 15
At 30 April 2006 - - 0.1 1.6 - 1.7
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6 Deferred tax

2007 2006
£ million £ million
The closing deferred tax asset comprises:

Accelerated capital allowances 1.4 0.7
Pension benefits 104 19.0
Other temporary differences 0.5 -
Employee share and holiday benefits 12 0.7
i85 20.4

Deferred tax charge (credit) in the income statement:
Accelerated capital allowances (0.7) 0.6
Shares transferred to the SIP (AESOP) (0.9) (0.4)
Other temporary differences (0.2) 0.3
Trading losses - 1.8
Pension benefits 1.0 a.7)
Employee share and holiday benefits (0.5) 0.2
0.7) 0.8

Unprovided deferred tax (provision) asset comprises:
Pension benefits - 6.4
Unutilised tax losses 5.6 7.4
5.6 13.8

The Group deferred tax asset related to pension benefits is restricted to 30% of the amount of additional funding which the Group
expects to make and to receive a tax deduction.

The Group unprovided deferred tax asset, in respect of unrelieved overseas losses of £17.4 million (2006: £23.0 million), has

not been recognised as currently there is insufficient evidence that the asset will be recoverable against future taxable profits.

Of the unrelieved losses £11.3 million (2006: £8.9 million) may be carried forward indefinitely and £6.1 million (2006: £11.0 million)
have an expiry date in the period 2020 to 2026. In 2006 £3.1 million had an expiry date in the period 2006 to 2008.

At 30 April 2007 there was no recognised deferred tax liability (2006: £nil) for taxes that would be payable on the unremitted
earnings of certain of the Group’s subsidiaries on the grounds that the Group continually reinvests the earnings and has no plans
to remit them in the foreseeable future. The aggregate amount of temporary differences is £51.3 million (2006: £38.5 million).

In his budget on 21 March 2007, the Chancellor of the Exchequer announced a reduction of 2% in the main corporation tax rate
with effect from 1 April 2008, together with changes to the capital allowances regime. In accordance with IAS 10, on the basis
that the relevant legislation had not been ‘substantively enacted’ by the balance sheet date, the effect of the changes on the
deferred tax balances has not been reflected in the accounts. However, as substantive enactment is likely to have occurred
before the signing of these accounts, it is necessary to quantify the impact as a post balance sheet event. It is considered that
the effect of the reduction in the rate will be to reduce the value of the Group’s deferred tax asset by £0.9 million.
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7 Intangible assets

Goodwill

Software
licences

Total

£ milion £ milion £ million
Cost
At 1 May 2005 77.3 13.0 90.3
Additions - 5.9 5.9
At 1 May 2006 77.3 18.9 96.2
Additions 1.8 18
At 30 April 2007 77.3 20.7 98.0
Amortisation and impairment
At 1 May 2005 - 8.4 8.4
Amortisation charge - 1.9 1.9
At 1 May 2006 - 10.3 10.3
Amortisation charge - 4.2 4.2
At 30 April 2007 - 14.5 14.5
Net book value 30 April 2007 77.3 6.2 83.5
Net book value 30 April 2006 77.3 8.6 85.9

Goodwiill IFRS requires that goodwill acquired in a business combination is allocated to the cash-generating units (CGU) that
are expected to benefit from that business combination. Xansa’s operations comprise a single CGU, encompassing technology

and outsourcing. The carrying amount of goodwill of £77.3 million (2006: £77.3 million) has been allocated to this CGU.

In assessing whether goodwill has been impaired, the carrying amount of the CGU (including goodwill) is compared with the
recoverable amount of the cash-generating unit. The recoverable amount is determined by reference to its value in use.

The Group estimates value in use using a discounted cash flow model. The future cash flows are adjusted for risks specific to the
asset and discounted using a pre-tax discount rate of 9.4% (2006: 10.0%). This discount rate is derived from the Group’s pre-tax

weighted average cost of capital.

The Group prepares cash flow forecasts derived from the most recent financial plans approved by management and cover a

period of three years. The key assumptions used in the impairment testing are revenues, operating margin (and hence profit

before interest and taxation), discount rates and rates of growth in CGUs beyond the three-year planning period.

The cash flow forecasts reflect management’s expectations of revenue growth and operating margin, based upon signed orders,
identified prospects for contract extensions or renewals with existing clients, together with expectations of work to be sold to
new clients. The forecasts are most sensitive to changes in projected revenue growth rates in the first three years of the forecast
period. Cash flows beyond this period are extrapolated based on estimated growth rate of 2.25% (2006: 2.25%).

Goodwill is not amortised but is instead subject to impairment testing at least annually, or more frequently where there are

indications that the goodwill may be impaired.

Software licences Software licences are recognised at cost and are amortised on a straight-line basis over their useful life

(usually three years).
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8 Investment in joint venture

On 1 April 2005 Xansa commenced a joint venture with the Department of Health to provide accounting and financial support
services to NHS trusts. The joint venture, NHS Shared Business Services Limited (‘NHS SBS’), is owned 50% by each of Xansa
and the Department of Health and started operating on 1 April 2005. Xansa’s investment in the company is being satisfied by
the provision of services free of charge (Note 16). Goodwill arising on the acquisition amounted to £12.1 million.

Xansa'’s share of its joint venture’s assets and liabilities and income and expenses are:

2007 2006

£ million £ million

Revenues 13.0 10.2
Operating expenses (12.8) (14.5)
Finance income 0.5 0.4
Finance expense (0.6) -
Profit (loss) before taxation 0.1 (3.9)
Taxation (1.2) 1.2
Loss for the period (1.2) (2.7)
Current assets 9.3 10.5
Long-term assets 6.3 7.5
Current liabilities (11.8) (8.8)
Long-term liabilities (8.2) (12.5)
Xansa’s share of assets and liabilities 4.4) (3.3)
Goodwill arising on acquisition 12.1 12.1
7.7 8.8

The joint venture had no capital commitments or contingent liabilities as at 30 April 2007 or 30 April 2006. Under the terms
of the shareholders’ agreement between Xansa and the Department of Health, NHS SBS expects to make payments to the
Department of Health based on the level of the company’s future profitability. These payments, which vary with changing
expectations of future profitability, are financial liabilities under the provisions of IAS 32. The present value of these amounts
is included within long-term liabilities above.

9 Trade and other receivables

Current Non-current

2007 2006 2007 2006

£ million £ million £ million £ million

Trade receivables 34.7 36.9 - -
Amounts to be billed on contracts 12.6 10.5 - -
Derivative financial assets (Note 18) 0.8 - - -
Other receivables 1.5 1.7 - 0.2
49.6 49.1 - 0.2

Trade receivables are non-interest bearing and are predominantly denominated in sterling.
The carrying amount of trade and other receivables approximates to their fair value.

Trade and other receivables are not secured by any collateral. The maximum credit risk exposure in the event of other parties
failing to perform their obligations is the total value of the receivables at the balance sheet date.
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9 Trade and other receivables continued
Included in the amounts to be billed on contracts is £0.3 million (2006: £nil) relating to contracts in progress at the balance
sheet date.

£ milion £ milon
Amounts due from contract customers:
Amounts expected to be recovered within 12 months 0.3 -
0.3 -
Analysed as:
Contract costs incurred plus recognised profits less recognised losses to date 194 -
Less: progress bilings (19.1) -
Contracts in progress at balance sheet date 0.3 -
Revenue from construction contracts 12.7 -

At 30 April 2007, retentions held by customers for contract work amounted to £1.6 million (2006: £nil). At 30 April 2007,
advances received from customers for contract work amounted to £1.2 million (2006: £nil).

The Directors consider that the carrying amount of amounts due from contract customers is a reasonable approximation of their
fair value.

10 Cash and cash equivalents

2007 2006

£ million £ million

Cash at bank and in hand 23.7 24.2
Short-term bank deposits 20.2 9.1
43.9 33.3

UK cash balances and overdrafts are managed on a pooled basis and interest is charged and earned on a net basis. IFRS require
that such balances may only be netted in the financial statements to the extent that there is both the legal ability and intention to
settle net. As there is no intention to settle net, cash and cash equivalents and overdrafts are presented gross.

The carrying amount of cash and cash equivalents approximates to their fair value.

Cash and cash equivalents are generally subject to floating interest rates determined by reference to short-term benchmark
rates applicable in the relevant currency or market (primarily LIBOR or the local equivalent). At 30 April 2007 the weighted average
floating rate was 10.2% (2006: 5.9%).

At 30 April 2007, short-term bank deposits have a weighted average period to maturity of 27 days (2006: 30 days).
The table below sets out the currency denominations of cash and cash equivalents:

2007 2006

£ million £ million

Sterling 22.3 22.1
Indian rupee 20.6 9.4
US dollar 0.6 1.3
Euro 0.3 0.3
Other 0.1 0.2
43.9 33.3
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11 Share capital

(@) Authorised
2007 2006
Ordinary Ordinary
2007 2006 share capital share capital
Number of shares Number of shares £ million £ million
Ordinary share capital (5.0p per share) 500,000,000 500,000,000 25.0 25.0
(b) Allotted, called up and fully paid
2007 2006
Ordinary Ordinary
2007 2006 share capital share capital
Number of shares Number of shares £ million £ million
Ordinary share capital (5.0p per share)
At 1 May 345,435,117 342,878,397 17.3 17.1
Share options exercised:
— At prices ranging from 8.0p to 84.25p per share (2006: 8.0p to 88.8p) 79,158 27,383 - -
Scrip dividends:
— At 73.4p per share (2006: 92.9p) 1,634,214 1,142,037 0.1 0.1
— At 84.25p per share (2006: 95.75p) 958,298 1,387,300 - 0.1
At 30 April 348,106,787 345435,117 17.4 17.3

(c) Share options As at 30 April 2007 there were options outstanding in respect of all schemes of 21,809,122 (2006: 23,907,812
shares). The options are to acquire ordinary shares of 5.0p each. These are exercisable in periods between now and June 2016
at prices ranging from 10p to 720p per share. Further details are provided in Note 19.

1996 Share Option Scheme and Xansa All Employee International Share Option Scheme At 30 April 2007, outstanding
options were held under the Xansa 1996 Share Option Scheme and the Xansa All Employee International Share Option Scheme
over 12,337,889 shares (2006: 14,965,399 shares). Options granted during the period were as follows.

2007

Date of grant Number of shares Exercise price Date exercisable Expiry date

June 2006 283,329 75.35p Jun 09 Jun 16

June 2006 1,008,671 75.35p Jun 09 Jun 13

December 2006 75,000 74.40p Dec 09 Dec 13

February 2007 20,000 86.75p Feb 10 Feb 14
1,387,000

56 Xansa / Report and Accounts 2007 Notes to the Group accounts



11 Share capital continued
2006

Date of grant Number of shares Exercise price Date exercisable Expiry date
July 2005 53,057 90.75p Jul 08 Jul 15
July 2005 41,323 90.75p Jul 08 Jul 12
July 2005 318,760 92.00p Jul 08 Jul 15
July 2005 631,240 92.00p Jul 08 Jul 12
September 2005 34,542 86.85p Sep 08 Sep 15
September 2005 140,458 86.85p Sep 08 Sep 12
December 2005 30,000 84.50p Dec 08 Dec 15
January 2006 33,204 90.35p Jan 09 Jan 16
January 2006 141,796 90.35p Jan 09 Jan 13
1,424,380

Xansa ShareSave Scheme At 30 April 2007, outstanding options were held under the Xansa ShareSave Scheme over

9,471,233 shares (2006: 8,942,413 shares). The Xansa Employee Trust will, in the main, make shares available to satisfy the

exercise of these options. Options granted during the year were as follows:

2007
Date of grant Number of shares Exercise price  Date exercisable Expiry date
November 2006 1,828,454 77.00p Feb 10 Jul 10
2006
Date of grant Number of shares Exercise price Date exercisable Expiry date
November 2005 3,201,603 75.38p Nov 08 Jul 09

57 Xansa / Report and Accounts 2007

Notes to the Group accounts



12 Reserves

(@) Consolidated statement of changes in equity

Equity
attributable to
Issued Share Retained Other  equity holders Minority
capital premium Own shares earnings reserves of parent interests Total equity
£ milion £ milion £ million £ million £ million £ million £ milion £ milion
At 1 May 2005 17.1 66.1 (20.6) (839.2) 759.7 (16.9) - (16.9)
Net income recognised directly in
shareholders’ equity - - - 19.0 (0.4) 18.6 - 18.6
Profit for the year - - - 7.3 - 7.3 0.3 7.6
Total recognised income (expense) for the year - - - 26.3 (0.4) 25.9 0.3 26.2
Issue of shares — scrip dividends 0.2 2.2 - - - 2.4 - 2.4
Payments to acquire own shares - - (1.2 - - (1.2) - (1.2
Receipts from sale of own shares - - 4.1 (2.0) - 21 - 2.1
Share-based payment charge - - - 3.8 - 3.8 - 3.8
Equity dividends paid - - - (10.2) - (10.2) (0.3 (10.5)
At 1 May 2006 17.3 68.3 (a7.7) (821.3 759.3 5.9 - 5.9
Net income recognised directly in
shareholders’ equity - - - 38.9 0.1 39.0 - 39.0
Profit for the year - - - 13.3 - 13.3 0.1 134
Total recognised income (expense) for the year - - - 52.2 0.1 52.3 0.1 52.4
Issue of shares — scrip dividends 0.1 1.9 - - - 2.0 - 2.0
Payments to acquire own shares - - (1.0 - - (1.0 - (1.0
Receipts from sale of own shares - - 25 (1.1) - 14 - 14
Share-based payment charge - - - 3.8 - 3.8 - 3.8
Equity dividends paid - - - (10.3) - (10.3) - (10.3)
At 30 April 2007 17.4 70.2 (16.2) (776.7) 759.4 54.1 0.1 54.2
(b) Other reserves
Merger Foreig_n currency Other
Emion o miion Emillon
At 1 May 2005 760.3 (0.6) 759.7
Effect of foreign currency rate changes - (0.4 (0.4)
At 1 May 2006 760.3 (1.0) 759.3
Effect of foreign currency rate changes - 0.1 0.1
At 30 April 2007 760.3 (0.9) 759.4

Merger reserve The merger reserve was as a result of applying Section 131 of the Companies Act 1985 to the acquisition of

OSI Group Holdings Ltd in 1999, and the Druid Group plc in 2000.

Foreign currency translation reserve The foreign currency translation reserve is used to record exchange differences relating to
the translation of the net assets and results of foreign subsidiaries arising after 1 May 2004.
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13 Own shares

2007 2006
£ million £ million
Cost
At 1 May 17.7 20.6
Additions 1.0 1.2
Disposals (2.5) 4.1
At 30 April 16.2 17.7
2007 2006 2007
Average value Average value Price of
2007 2006 per share per share options covered
Number of shares Number of shares £ £ =
Xansa 1995 Quialifying Employee Share Ownership
Trust No. 1 (QUEST) 3,069,113 5,348,138 0.92 0.93 n/a
Xansa 2004 Employee Benefit Trust 2,517,106 1,321,843 0.86 091 0.75-0.77
Xansa Employee Trust 20,332,076 20,354,551 0.29 0.29 0.75-2.96
Xansa Employee Benefit Trust No. 3
(formerly OSI Group
Holdings Limited Employee
Benefit Trust) 348,948 348,948 0.71 0.71 n/a
Xansa Employee Benefit Trust No. 5
(formerly Druid Deltaworth) 241,364 241,364 0.01 0.01 n/a
Xansa Qualifying Employee Share Ownership Trust No. 6
(formerly Druid Quest) 459,670 459,670 2.13 2.13 n/a
Xansa AESOP 6,008,562 6,847,631 0.67 0.65 n/a
32,976,839 34,922,145 0.50 0.51

All the trusts above have waived their rights to a dividend except Xansa Employee Trust, Xansa Employee Benefit Trust No. 5
and Xansa Qualifying Employee Share Ownership Trust No. 6. The Xansa Employee Benefit Trust No. 5 and Xansa Qualifying
Employee Share Ownership Trust No. 6 continue to receive dividends. The Xansa Employee Trust retains the right to receive
dividends but chose to waive its entitiement to receive the 2007 interim dividend and 2006 final dividend.

All costs relating to the above trusts are charged to the profit and loss account in the period to which they relate.

The market value at 30 April 2007 of the Group’s interest in the Company’s own shares is £30.2 million (2006: £32.5 million).
If the shares had been sold at the market value or gifted, there would have been a tax liability of £2.6 million (2006: £3.2 million)
on the capital gain arising from the sale.
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14 Trade and other payables

Current Non-current

2007 2006 2007 2006

£ million £ million £ million £ million

Trade payables: payments received in advance 18.1 22.2 - -
other 135 10.2 - -

Other taxes and social security 13.0 15.1 - -
Other payables and accruals 32.0 32.2 0.9 0.5
76.6 79.7 0.9 0.5

Trade and other payables are predominantly interest-free. Trade and other payables comprise £69.1 milion denominated in
sterling (2006: £72.3 million), £7.9 million denominated in Indian rupee (2006: £7.3 million) and £0.5 million denominated in other
currencies (2006: £0.6 million).

The carrying amount of trade and other payables approximates to their fair value.

15 Borrowings

Current Non-current Total

2007 2006 2007 2006 2007 2006

£ million £ milion £ million £ million £ million £ milion

Bank overdrafts 2.8 10.9 - - 2.8 10.9
Finance leases 0.8 1.0 0.7 0.6 15 1.6
Derivative financial instruments (Note 18) - 0.8 - - - 0.8
Debt 50.5 - - 37.7 50.5 37.7
54.1 12.7 0.7 38.3 54.8 51.0

Interest payments on floating rate financial liabilities are determined by reference to short term benchmark rates applicable in the
relevant currency or market. In the UK rates are set by reference to LIBOR plus a margin which varies according to financial ratios
defined in the loan documentation.

The Group's borrowings are unsecured. Borrowings made under the facility may be repaid early at par value on giving
five days notice. The facility is subject to covenants. The Directors forecast compliance regularly and consider the possibility
of non-compliance in the foreseeable future to be remote.

At 30 April 2007, the Group had undrawn committed borrowing facilities of £29.5 million expiring in September 2007 (2006:
£42.0 million). These facilities are with a syndication of international banks and borrowings under them would be at pre-agreed
rates. In May 2007 the Group renewed its banking facilities in the UK. The new facility expires in May 2010. The maximum amount
which may be drawn under the new facility is £100.0 million.

The fair values of the Group’s borrowings are not considered to be materially different from their book value.
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15 Borrowings continued

The tables below set out the maturity profiles of the Group’s borrowings that are exposed to interest rate risk.

At 30 April 2007

Weighted Between Between
average effective Less than one and two and Total
interest rate one year two years three years interest bearing
% £ million £ million £ million £ million
Fixed rate
Finance leases 6.4 0.8 0.6 0.1 1.5
Floating rate
Bank overdrafts 5.5 2.8 - - 2.8
Debt 7.5 50.5 - - 50.5
541 0.6 0.1 54.8
At 30 April 2006
Weighted Between Between
average effective Less than one and two and Total
interest rate one year two years three years interest bearing
% £ million £ million £ milion £ million
Fixed rate
Finance leases 10.0 1.0 0.5 0.1 1.6
Floating rate
Bank overdrafts 55 10.9 - - 10.9
Debt 6.4 - 37.7 - 37.7
11.9 38.2 0.1 50.2
The tables below set out the currency denominations of the Group’s borrowings.
Sterling Indian rupee Total
2007 2007 2007
£ milion £ milion £ milion
Bank overdrafts 2.8 - 2.8
Finance leases 15 - 15
Derivative financial instruments - - -
Debt 50.5 - 50.5
54.8 - 54.8
Sterling Indian rupee Total
2006 2006 2006
£ milion £ milion £ million
Bank overdrafts 10.9 - 10.9
Finance leases 1.6 - 1.6
Derivative financial instruments 21.3 (20.5) 0.8
Debt 37.7 - 37.7
715 (20.5) 51.0
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16 Provisions

Provision
for cost of
supply to joint

Provision
for vacant

“Emion e milon £ milon
At 1 May 2006 3.7 5.9 9.6
Utilised during the year (1.5) (2.9) 4.4
Unwinding of discount factor 0.2 0.2 0.4
(Credited) charged to income statement (0.4) - (0.4)
At 30 April 2007 2.0 3.2 5.2

At 30 April 2007
Current 13 1.6 29
Non-current 0.7 1.6 2.3
2.0 3.2 5.2

At 30 April 2006
Current 2.9 2.8 5.7
Non-current 0.8 3.1 3.9
3.7 5.9 9.6

(@) The provision for the cost of supply to joint venture represents the present value of the commitment to supply Xansa staff to its

50% owned joint venture, NHS Shared Business Services Limited, for nil consideration, valued at cost to Xansa. The total

undiscounted amount of the fair value of the services is prescribed by the Shareholders' Agreement between Xansa and the
Department of Health. The timing of when the services will be provided is uncertain and is dependent upon the business needs of

the joint venture.

(b) Provision for vacant properties covers the anticipated costs of rent, rates and dilapidations in respect of unoccupied properties

and includes amounts in respect of properties which the Group has vacated. The amount of the provision represents the

Directors' best estimate of the costs which will be incurred whilst the properties remain vacant, together with expected amount of
incentives to be offered to the prospective lessees. £2.7 million of these provisions are expected to be utilised within the next three
years and £0.5 million in the period 2012 to 2014.

17 Pensions and other post-retirement benefits

Pension benefits are provided through defined contribution plans (money purchase schemes) or defined benefit plans (final salary
schemes). For defined contribution plans, retirement benefits are determined by the value of funds arising from contributions paid

in respect of each employee. For defined benefit plans, retirement benefits are based on such factors as the employees’
pensionable salary and length of service.

Defined contribution plans The Group operates a number of defined contribution pension schemes in the UK. The main

scheme is called the Xansa Money Purchase Pension Scheme and is open to all employees who are not members of the Xansa
Pension Plan. The Group also continues to operate defined contribution schemes which were operated by Druid Group plc and
OSI Group Holdings Ltd prior to their joining the Group. These schemes are closed to new members.

The total expense recognised in the income statement is £3.5 million (2006: £3.5 million). Outstanding contributions to defined
contribution schemes are £0.3 million (2006: £0.3 million).
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17 Pensions and other post-retirement benefits continued

Defined benefit plans The Group operates a defined benefit pension scheme in the UK called the Xansa Pension Plan (the Plan).
The Plan closed to new members in 2002, apart from individuals who join Xansa under Transfer of Undertaking (Protection of
Employment) regulations. The Plan is funded by payments of contributions to a separately administered fund. Contributions are
based on advice from independent actuaries using the projected unit method, the objective of which is to provide adequate funds
to meet pension obligations as they fall due. The date of the most recent actuarial review was 31 December 2003. During 2007,
contributions of £17.3 million (2006: £14.6 million) were made to the Plan. The level of contributions in 2008 is expected to be
approximately £17.3 million.

Employees who joined NHS Shared Employee Services Limited on 1 April 2005 participate in a Government Actuarial
Department approved federated Pension Scheme. This is a defined benefit scheme under which the assets and liabilities
associated with the employees of NHS Shared Employee Services Limited are separately identifiable. Contributions made to
the scheme in 2007 were £1.1 million (2006: £0.9 million). The level of contributions in 2008 is expected to be approximately
£1.1 million.

The material financial assumptions used for estimating the benefit obligations of the various plans are set out below.

The assumptions used to evaluate accrued pension and other post-retirement benefits at 30 April in any year are used to
determine pension and other post-retirement expense for the following year, that is, the assumptions at 30 April 2006 are used
to determine the pension liabilities at that date and the pension cost for 2007.

2007 2006

% per annum % per annum

Rate of increase in salaries 3.8 3.7
Rate of increase in deferred pensions and pensions in payment 3.0 3.0
Discount rate 5.6 5.2
Inflation assumption 3.1 3.0

The expected long-term rates of return and market values of the various categories of asset held by the significant defined benefit
plans at 30 April 2007 are set out below. The expected long-term rate of return on assets has been set reflecting the price inflation
expectation and the expected real return on each major asset class. The expected real returns on specific asset classes reflect
historical returns, investment yields on the measurement date and general future return expectations, and have been set after
taking advice from the scheme’s actuaries.

Long- term rate of return expected Market value
Xansa Pension Plan i % & milon & milon
Equities 7.7 7.5 203.4 174.0
Bonds 4.9 4.4 65.9 55.7
Cash 4.5 45 2.0 4.0
Overall 7.0 6.7 271.3 233.7

Long- term rate of return expected Market value
NHS Government Scheme % % & millon & millon
Equities 7.7 7.5 1.8 0.7
Bonds 4.9 4.4 0.9 0.4
Cash 4.5 45 - 0.4
Overall 6.8 5.9 2.7 1.5

Assumptions regarding future mortality experience are set based on published statistics and experience. The calculations as at
30 April 2007 and at 30 April 2006 are based upon the ‘92 series’ mortality tables with a short cohort projection. These assume
that the average life expectancy of a male at age 60 is 86.5 years and of a female is 89.4 years.
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17 Pensions and other post-retirement benefits continued

Xansa Pension Plan

NHS Government Scheme

Total

2007 2006 2007 2006 2007 2006
£ million £ million £ million £ million £ million £ million
Analysis of amount charged to profit
before interest and taxation:
— Current service cost, included within staff
costs and other operating expenses (13.3) (18.0) (1.2) (1.1 (14.4) (19.1)
Analysis of amount credited (charged)
to other finance expense:
— Expected return on plan assets 16.2 12.0 0.1 - 16.3 12.0
— Interest on plan liabilities (16.8) (14.3) (0.2) - (16.9) (14.3)
Other finance (expense) income (0.6) 2.3 - - (0.6) (2.3
Analysis of amount recognised in
statement of recognised income
and expense:
— Actual return on pension plan assets 23.3 52.8 0.2 0.4 23.5 53.2
— Less expected return on pension plan assets (16.2) (12.0) (0.2) - (16.3) (12.0)
— Actual return less expected return
on pension plan assets 7.1 40.8 0.1 0.4 7.2 41.2
— Experience gains and losses arising
on the plan liabilities 394 (27.0) (0.2) (0.5) 39.3 (27.5)
Actuarial gain (loss) recognised in statement
of recognised income and expense 46.5 13.8 - (0.1 46.5 13.7
Movements in benefit obligation
during the year:
Benefit obligation at 1 May 318.2 270.0 1.8 - 320.0 270.0
— Current service cost 13.3 18.0 11 11 144 19.1
— Contributions by employees - - - 0.2 - 0.2
— Interest cost 16.8 14.3 0.1 - 16.9 14.3
— Benefit payments (3.0) 4.0) (0.2) - (3.2) 4.0)
— Bulk transfers out - (7.2) - - - (7.2)
— Actuarial (gain) loss on obligation (39.4) 27.0 0.1 0.5 (39.3) 27.5
Benefit obligation at 30 April 305.9 318.2 3.0 1.8 308.9 320.0
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17 Pensions and other post-retirement benefits continued

Xansa Pension Plan

NHS Government Scheme

Total

2007 2006 2007 2006 2007 2006
£ million £ million £ million £ million £ million £ million
Fair value of plan assets at start of period 233.7 177.4 15 - 235.2 177.4
— Expected return on plan assets 16.2 12.0 0.1 - 16.3 12.0
— Contributions by employers 17.3 14.6 11 0.9 18.4 155
— Contributions by employees - - - 0.2 - 0.2
— Benefit payments (3.0) (4.0 (0.2) - (3.1) (4.0
— Bulk transfers out - (7.1) - - - (7.1)
— Actuarial gain (loss) on plan assets 7.1 40.8 0.1 0.4 7.2 41.2
Fair value of plan assets at 30 April 271.3 233.7 2.7 15 274.0 235.2
Deficit
Represented by
Fair value of plan assets 271.3 233.7 2.7 15 274.0 235.2
Plan liabilities (305.9) (318.2) (3.0 (1.8) (308.9) (320.0)
(34.6) (84.5) (0.3) .3) (34.9) (84.8)

Xansa does not operate any wholly unfunded defined benefit plans.

Pension and other post-retirement benefit surpluses and deficits are disclosed on a pre-tax basis. On a post-tax basis the
pension and other post-retirement benefit deficit at 30 April 2007 would be £24.2 million (2006: £65.8 million).

History of experience gains and losses

Xansa Pension Plan

NHS Government Scheme

2007 2006 2005 2007 2006 2005

£ million £ million £ million £ million £ milion £ million

Present value of defined benefit obligation 305.9 318.2 270.0 3.0 1.8 -

Fair value of plan assets 271.3 233.7 177.4 2.7 15 -

Deficit 34.6 84.5 92.6 0.3 0.3 -

Experience adjustments on plan liabilities 39.4 (27.0) (13.9) (0.2) (0.5) -
Percentage of the present value

of plan liabilities 12.9% (8.5%) (5.1%) (3.3%) (27.8%) -

Experience adjustments on plan assets 7.1 40.8 (2.0 0.1 04 -
Percentage of the present value

of plan assets 2.6% 17.5% (1.1%) 3.7% 26.7% -

Total

2007 2006 2005

£ million £ milion £ million

Present value of defined benefit obligation 308.9 320.0 270.0

Fair value of plan assets 274.0 235.2 177.4

Deficit 34.9 84.8 92.6

Experience adjustments on plan liabilities 39.3 (27.5) (13.9)

Percentage of the present value of plan liabilities 12.7% (8.6%) (5.1%)

Experience adjustments on plan assets 7.2 41.2 2.0

Percentage of the present value of plan assets 2.6% 17.5% (1.1%)

The cumulative actuarial gain recognised in the Statement of Recognised Income and Expense as at 30 April 2007 was
£44.3 million (2006: loss of £2.2 million). The Directors are unable to determine how much of the pension scheme deficit
recognised on transition to IFRS and taken directly to equity of £77.2 million is attributable to actuarial gains and losses since
inception of those pension schemes. Consequently, the Directors are unable to determine the amount of actuarial gains and
losses that would have been recognised in the statements of recognised income and expenses before 1 May 2004.
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18 Derivative financial instruments
An outline of the objectives, policies and strategies pursued by the Group in relation to financial instruments in general is set out in
the Treasury management and policy section of the Financial review.

The Group’s derivative financial instruments comprise the following:

2007 2006
£ million £ million
Forward foreign currency contract asset (liability) 0.8 (0.8)

Forward foreign currency contract The Group principally uses forward foreign exchange contracts to hedge purchases in a
non-functional currency against movements in exchange rates. The cash flows relating to these contracts are expected to occur
within six months of the balance sheet date.

The notional principal amounts of the outstanding forward foreign exchange contracts relating to transactional exposures at
30 April 2007 are £12.6 million (2006: £21.3 million).

Net fair value gains of £1.6 million (2006: losses of £0.7 million) are recognised in the income statement within finance expense,
together with net fair value losses of £1.6 million arising on intra-group receivables.

Derivative financial instruments are carried at their fair values. The fair value of forward foreign exchange contracts and foreign
exchange swaps represents the difference between the value of the outstanding contracts at their contracted rates and a
valuation calculated using the forward rates of exchange prevailing at 30 April 2007.

Interest rate cap The Group principally uses interest rate caps to protect itself from interest rate rises on its core borrowings.

During the year ended 30 April 2005, the Group entered into an interest rate cap agreement on a notional principal of £20.0 million
terminating in May 2007. The rate was capped at 5.25%, based upon three-month LIBOR. As at 30 April 2007, the fair value was
£nil (2006: £nil).

The cap is designated as "a financial asset at fair value through profit or loss'. Net gains and losses in the fair value of the
instrument are recognised directly in finance expense in the income statement.

19 Share-based payments

The Group’s share-based payment plans are described in the Report on Directors' remuneration, which also details the
applicable terms and conditions. Share options granted under these plans usually have a vesting period of three years and the
calculation of the option value at grant date assumes no early exercise.

The Group’s share-based payment arrangements are entirely equity-settled and resulted in an expense for the year of £3.8 million
(2006: £3.8 million).

(@) Management Incentive Plan and ShareSave Scheme

Management Incentive Plan ShareSave Scheme
Weighted average Weighted average

exercise price (£) Number exercise price (£) Number
2007 2006 2007 2006 2007 2006 2007 2006

Outstanding at beginning of
the period 1.70 1.93 14,965,399 18,320,497 0.85 097 8942413 9,781,320
Granted during the period 0.74 091 1,387,000 1,424,380 0.77 0.75 1828454 3,201,603
Forfeited during the period 0.67 069 (378594) (387,772 0.77 074  (929,121) (1,185,429
Exercised during the period 041 0.61 87,143 (27,383 0.59 055 (119,357) (1,247,016)
Expired during the period 2.80 249 (3548,773) (4,364,323 1.03 171  (251,156) (1,608,065)
Outstanding at end of the period 132 1.70 12,337,889 14,965,399 084 085 9471233 8942413

Exercisable at the end of

the period 1.66 319 7,215807 8520637 1.02 070 2385392 253,649
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19 Share-based payments continued

Included in the Management Incentive Plan table above are 5,622,370 (2006: 8,983,059) share options outstanding at 30 April
granted before 7 November 2002 which have been excluded from the share-based payments charge in accordance with the

IFRS 2 transitional provisions.

The weighted average share price for options exercised during 2007 at date of exercise was 79.5p per share with the price
of each option ranging from 73.8p to 86.4p per share. In 2006, the weighted average share price for options exercised at date

of exercise was 96.2p per share with the price for each option ranging from 90.5p to 96.3p per share.

The range of exercise prices and the weighted average remaining contractual life for options outstanding at the end of the year is

shown below:
Options outstanding Options exercisable
Weighted average
remaining  Weighted average Weighted average
2007 Number life (years) exercise price (£) Number exercise price (£)
Range of exercise prices:
£0.10-£0.80 6,960,864 3.98 0.74 311,557 0.68
£0.81-£1.50 12,166,056 2.74 0.95 6,521,634 0.99
£1.51-£4.00 2,539,340 2.73 2.68 2,625,146 2.70
£4.01-£7.20 142,862 0.47 4.88 142,862 4.88
21,809,122 3.12 1.11 9,601,199 1.50
Options outstanding Options exercisable
Weighted average ) _
2006 Number ﬂ?én(sler;?s% Wei(ltgerhctiii E’i)\:iecr:?; Number V\S(Ig:]ctiii ?:5;??:)
Range of exercise prices:
£0.10-£0.80 8,076,078 2.81 0.75 687,114 0.61
£0.81-£1.50 10,419,449 4.39 1.00 4,018,128 0.97
£1.51-£4.00 4,851,168 341 2.82 4,763,686 2.86
£4.01-£7.20 561,117 1.85 5.18 558,092 5.18
23,907,812 3.60 2.44 10,027,020 2.08

The fair values of options granted under the ShareSave Scheme and the Management Incentive Plan during the period
were determined using the binomial method. Expected volatility was based upon the volatility of Xansa’s shares over the
three-year period prior to the date of grant. Expected dividend yield was based upon the historical dividend yield at the date
of grant. The following table gives the assumptions made to value options granted during the years ended 30 April 2006 and

30 April 2007:

Management Incentive Plan

ShareSave Scheme

2007

2006

2007

2006

Weighted average fair value
Weighted average share price

Weighted average exercise price

Expected volatility
Expected dividend yield
Risk free interest rate

19.4p
75.2p
75.5p
28.0%-33.0%

3.7%-4.4%

4.8%

38.2p
91.8p
90.9p

37.0%-61.3%

3.3%-3.9%
4.2%

13.9p
75.5p
77.0p
27.0%
4.3%
4.9%

22.9p
81.0p
75.4p
38.0%
4.0%
4.3%

Xansa has declared and paid a dividend of 3.24p per share each year since 2001. Option valuations are based upon the
assumption that the dividend remains at this level in the future.

The share-based payments charge assumes future employee attrition at the rate of 10% per year, based upon

historical experience.
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19 Share-based payments continued
(b) Equity Incentive Plan

Number

2007 2006
Outstanding at beginning of the period 668,221 63,917
Granted during the period 1,002,954 1,346,023
Exercised during the period (12,448) -
Expired during the period (255,312) (741,719
Outstanding at end of the period 1,404,415 668,221

Options granted under the Equity Incentive Plan have a nil exercise price and were valued at the market price on the date of grant,
of 75.0p (2006: 91.5p).

(c) Free and Matching Shares
In addition to share options, Xansa grants free and matching shares to employees as described in the Directors’ report on pages
18 to 21. Free and matching shares are valued at the market share price on the date of grant.

Matching shares Free shares

Number Number

2007 2006 2007 2006

Outstanding at beginning of the period 4,939,784 6,822,218 2,499,676 3,067,618
Granted during the period 1,110,419 1,601,437 - -
Forfeited during the period (252,940) (390,865)  (191,525) (270,806)
Vested during the period (1,396,817) (3,093,006) (98,222) (297,136)
Outstanding at end of the period 4,400,446 4,939,784 2,209,929 2,499,676

The weighted average remaining life at 30 April 2007 for free share options granted in 2004 was 0.3 years (2006:1.3 years).
The weighted average remaining life at 30 April 2007 for matching share options was 1.2 years (2006: 1.2 years).
The weighted average fair value of shares awarded in 2007 was 78.7p (2006: 90.8p).

Matching shares vested on a regular basis throughout the period. The average price of Xansa shares during the year was 80.6p
(2006: 89.2p).

20 Dividends
The following dividends were paid by the Group:
Paid in cash Scrip elections Total
Payment date £ million £ million £ million
2006:
2005 Final dividend 2.16p 29 September 2005 5.7 1.1 6.8
2006 Interim dividend 1.08p 6 April 2006 2.1 1.3 3.4
7.8 2.4 10.2
2007:
2006 Final dividend 2.16p 28 September 2006 5.6 1.2 6.8
2007 Interim dividend 1.08p 12 April 2007 2.7 0.8 815
8.3 2.0 10.3
2007 Proposed final dividend 2.16p 6.9

The final proposed dividend for the year ended 30 April 2007 of £6.9 million (2.16p per share) has not been recognised as a
liability as at 30 April 2007.

The Xansa Employee Trust retains the right to receive dividends but chose to waive its entitlement to receive dividend payments
during year ended 30 April 2007 and 30 April 2006.

68 Xansa / Report and Accounts 2007 Notes to the Group accounts



21 Related party disclosures

(a) Principal subsidiaries and joint ventures The consolidated financial statements include the principal subsidiaries and joint

venture listed below:

Proportion of
voting rights and
shares held

Country of
incorporation
(or registration)
and operation

Nature of business

Direct subsidiary undertakings

ASL Information Services Limited 100% England Information technology services
Druid Group Limited 100% England Holding company
OSI Group Holdings Limited 100% England Holding company
Xansa Quest Limited 100% England Corporate trustee
Xansa Employee Trustee Company Limited 100% England Corporate trustee
Xansa Trustee Company Limited 100% England Corporate trustee
Xansa (India) Limited 99.3% India Holding/information technology services
Xansa Holdings Inc. 100% USA Holding company
FI Group Limited 100% England Holding company
Indirect subsidiary undertakings
Druid QUEST Limited 100% England Corporate trustee
OSI Group Limited 100% England Holding company
Barclays Xansa Partnership Limited* 49% England Information technology services
Xansa Inc. 100% Canada Information technology services
NHS Shared Employee Services Limited 51% England Business process outsourcing
Xansa Recruitment Limited 100% England Information technology services
Xansa UK Limited 100% England Holding/information technology services/
business process outsourcing
Zansa Limited 100% England Holding company
Xansa Cyprus (No. 1) Limited 100% Cyprus Holding company
Xansa Cyprus (No. 2) Limited 100% Cyprus Holding company
Xansa SAS 100% France Information technology services
Xansa Pte Ltd 100%  Singapore Information technology services
Xansa NA, Inc. 100% USA Information technology services
Xansa Inc. 100% USA Information technology services
Xansa NA Government Services, Inc. 100% USA Information technology services
Xansa Systems Inc. 99.3% USA Information technology services
Xansa U.S. Inc. 100% USA Information technology services

*Barclays Xansa Partnership Limited is accounted for as a subsidiary as the Group has control of the Board of the company.

Joint venture
NHS Shared Business Services Limited

50%

England

Business process outsourcing

The ultimate parent company of the Group is Xansa plc, a company incorporated in the UK and listed on the London

Stock Exchange.
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21 Related party disclosures continued

(b) Trading transactions Transactions between the Company and its subsidiaries, which are related parties, have been
eliminated on consolidation and are not disclosed in this note. Details of transactions between the Group and other related parties
are disclosed below.

2007 2006

£ million £ million

Sales to joint venture 255 18.3

Amounts owed by joint venture - 4.5
(c) Non-trading transactions

2007 2006

£ million £ million

Loans advanced to joint venture during the year 2.0 2.0

Loans repaid by joint venture during the year 4.0 -

Loans outstanding from joint venture - 20

Loans received from joint venture and repaid during the year - 9.4

Loans outstanding to joint venture = -

Value of free work performed (Note 16) 15 3.9

Value of free work outstanding to perform (Note 16) 2.0 3.7

Loans between the joint venture and Xansa are interest bearing, at rates based on LIBOR. The amount of interest arising during
the period was less than £0.1 million. In 2006 Xansa loaned £2.0 million to NHS Shared Business Services Ltd in order to convert
a non-interest bearing trade receivable to an interest bearing receivable. During the year to 30 April 2007 this balance was repaid
in full before being redrawn and again repaid. In the cash flow statement the advances and repayments are classified as operating
cash flows reflecting the short-term nature of the loans and the circularity of the flows.

NHS Shared Employee Services Limited and Xansa UK Limited, subsidiaries of Xansa plc, provide the services of their employees
to NHS Shared Business Services Limited, a joint venture in which Xansa plc has a 50% interest. All of the transactions arise in the
ordinary course of business and are on an arm’s length basis except where they are provided at cost due to qualifying as part of the
Company’s investment in the joint venture, described in Note 8. The amounts due from NHS Shared Business Services Limited

at the end of previous year were unsecured, to be settled in cash. There have been no guarantees provided or received for any
related party receivables.The Group has not raised any provision for doubtful debts relating to amounts owed by related parties
(2006: £nil).

Transactions between the Group and the Group’s pension plans are disclosed in Note 17.

(d) Compensation of key management personnel Only members of the Board of Directors of Xansa plc are deemed to be
the key management personnel. It is the Board who have responsibility for planning, directing and controlling the activities of
the Group. Key management personnel compensation is disclosed in the audited part of the Directors’ remuneration report.

2007 2006

£ million £ million

Short-term employee benefits 1.8 2.1
Post-employment benefits - -
Share-based payments 0.1 0.1
19 2.2

The remuneration of the Directors and other key management is determined by the Remuneration Committee having regard
to the performance of individuals and market trends. Further details of emoluments paid to the Directors are included in the
Board report on remuneration.

During the year, there were no other material transactions or balances between the Group and its key management personnel
or members of their close family.
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22 Notes to the cash flow statement
Reconciliation of net cash flow to movement in net (debt) funds

£ milion £ milon
Net increase (decrease) in cash and cash equivalents 18.4 0.3
Cash outflow (inflow) from (increase) decrease in debt and lease financing (10.7) 0.7
Change in net (debt) funds resulting from cash flows 7.7 1.0
New finance leases (0.9) (2.9
Amortisation of issue costs of debt and interest on finance lease creditor (0.3) (0.9
Effect of foreign exchange rate changes on net cash and debt 0.3 (0.6)
Movement in net (debt) funds 6.8 2.9
Opening net (debt) funds (17.7) (15.8)
Closing net (debt) funds (10.9) (17.7)

23 Guarantees and contingencies
Bonds amounting to £1.5 million (2006: £1.0 million) have been executed by Xansa (India) Limited in respect of customs duties
on the purchase of equipment.

One of Xansa’s customer contracts relating to development work contains clauses which stipulate that, notwithstanding that
milestones have been agreed by the customer as achieved and payment received by Xansa, in the event that the project
does not perform as required by the contract, monies could be returned to the client. The Directors are of the opinion that
such development work is progressing satisfactorily and that the probability of repayment of monies being required is remote.
In the year to 30 April 2007, £19.8 million revenue (2006: £1.4 million) has been recognised on the relevant contract in respect
of milestones achieved.

Letters of credit of £9.6 million (2006: £3.1 million) have been issued to ensure that the customer can recover monies in the event
that the implementation does not deliver the required level of performance and to provide security that payments have been made
to sub-contractors.

24 Commitments

(a) Capital commitments Contracts placed for future capital expenditure at the balance sheet date but not yet incurred
are as follows:

2007 2006
£ million £ million
Purchase of property, plant and equipment 2.4 13

(b) Lease commitments

(i) Operating lease commitments — Group as lessee The Group has entered into non-cancellable operating leases for various
leasehold properties, motor vehicles, computing and other equipment. Principally the leases relate to the rental of properties,
some of which have periodic rent reviews. Certain other leases have renewal rights.

The future minimum lease payments expected to be made are as follows:

2007 2006

£ million £ million

Within one year 7.0 8.3
In more than one year but not more than five years 24.1 24.0
In over five years 12.9 17.9
44.0 50.2
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24 Commitments continued
(b) Lease commitments continued

(i) Operating lease commitments — Group as lessor The Group has entered into commercial property subleases in respect
of leasehold properties that are surplus to requirements. These leases have remaining terms of between three years and eight
years. (2006: between five years and eight years).

The future minimum sublease payments expected to be received are as follows:

2007 2006

£ million £ million

Within one year 2.0 1.6
In more than one year but not more than five years 5.6 6.6
In over five years 14 4.6
9.0 12.8

(iii) Finance lease commitments — Group as lessee The Group has finance leases and hire purchase contracts for various

items of computer and other equipment. These leases have no terms of renewal or purchase options and escalation clauses.
Future minimum lease payments under finance leases and hire purchase contracts together with the present value of the net
minimum lease payments (included within borrowings) are as follows:

2007 2006
£ million £ million

Minimum lease payments:
— Within one year 1.0 0.8
—In two to five years 0.7 0.9
Total minimum lease payments 1.7 1.7
Future finance charges (0.2) (0.1)
Present value of finance lease liabilities 1.6 1.6

25 Events after the balance sheet date

(i) Sale of property in India Xansa has entered into a framework agreement with Alpha Tiger Property Trust, the intention of
which is to sell and lease back its real estate in India. As part of this agreement Alpha Tiger, which invests in and develops real
estate, will be appointed as Xansa’s preferred provider in India.

The agreement, which is conditional on local and central government approvals, is expected to be completed in phases.
The proceeds of the transaction are expected to be up to £35.0 million before taxes and expenses.

(i) Change of the corporation tax rate The corporation tax rate will change from 1 April 2008 which will affect the value of the
Group’s deferred tax asset as disclosed in Note 6.

26 Foreign currency translation
The main exchange rates used for translation purposes are as follows:

Average rates Year-end rates

2007 2006 2007 2006

Indian rupee 86.01 78.78 82.37 82.05
US dollar 1.91 1.78 2.00 1.83
Euro 1.48 1.46 1.47 1.45
Singapore dollar 2.98 2.95 3.04 2.89
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