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Gresham Computing Plc DIRE CTORS AND ADVISERS

Directors

E Sepkes
Chairman

Eric, 59, is an exceptionally well known figure time global banking community, for many years

having been right at the heart of internationalrpegts, cash management and trade finance.|Eric
completed 38 years with Citigroup where he heldiotsr management positions, including
Operations and Treasury and Cash Management, ast nexently held a senior strategic role|in
Global Transaction Services. Eric has been involmedayment Infrastructures since 1985, whern he
was responsible for managing Citibank’s entry i@HAPS (Clearing House Automatic Payment
System) where he was director for 12 years andr@laai for 3 years. He was Chairman and Deputy
Chairman of the Euro Banking Association betwee®41@nd 2005. He was the founder and
coordinator of the European Payments Group (foyrtddathrow Group) and was a member of bjoth
APACS (the UK trade association for payments andtfmse institutions that deliver payment
services to customers) and the European Councitedya he was a member of APACS Senjor
Sponsors Committee for Faster Payments in the UK.

JE Aves
Non-Executive Director and Chairman of Audit andriReeration Committees

Ted, aged 73 was appointed to the board in Jun& 284 is the group’s senior independent non-
executive director. He also serves as Chairmahefudit and remuneration committees. Ted |has
extensive experience in advising organisationsaparate marketing and strategic direction. He was
previously Chairman of the consulting division &2 and Vice-Chairman of Benton & Bowles.

AJS Walton-Green
Chief Executive

Andrew, aged 45, joined the group as Chief ExeeutivApril 2000 and has played a key role in the
transformation of the group since that time. Ptmijoining the group, Andrew spent 10 years| in
consulting and senior management positions as at€ted Accountant: first with Ernst & Young,
then as Director for e-business activities withditéd & Touche.

CM Errington
Finance Director

Chris, aged 43, joined Gresham in February 200@aspany Secretary. He was appointed Finance
Director in April 2004. Chris qualified as a Chagd Accountant with Ernst & Young and brings| to
the group considerable technical knowledge and gemant experience.
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Gresham Computing Plc CHAIRMAN'S STATEMENT

Overview of the year

It is now a year since | joined Gresham as Chairarahit is a year that is almost unprecedentetdarhistory
of the financial services industry. Just a few rheninto my new role, the world economy startedifiartto
recession accompanied by almost daily collapsesaijor financial institutions. At SIBOS last Septemkthe
biggest annual gathering of international banksctvth have attended for many years, it was extriaary to
witness a number of major global banks quite llitgdisappearing overnight.

It is against this backdrop that | am pleased pmriethat the group has made significant progredhe last
year. We have sold one non-core business andskiedrianother; achieved a financial turnaround eaet
profitably at an adjusted EBITDA level each quaftem Q2 of 2008 through to Q4 2008.

Operationally, we have strengthened our businesgbsthe addition of new people and increased aless
and marketing capabilities to achieve growth basadmeeting the needs of our customers. The major
contract with a global banking group announcedeattiis month is testament to our capability imytrglobal
markets and underlines our focus on delivering éhosre capabilities for the long term. Our focsison
securing new contracts of this type and establgshimuity incomes for the long term in our core kats.

We believe both our storage and core banking solstare extremely well-positioned to capitalisecarrent
market trends. In this new economy, real-time rimfation about cash is of paramount importance ttkba
and their customers and Gresham Real-Time Finar®idditions provide the tools that give them that
capability. Gresham Storage continues to delivest-efficiencies to customers through our ability to
streamline, optimise and simplify their environmgrgnabling them to make better use of limited letslg/NVe
therefore believe the future for the group is aniging one.

Strategy

Our strategy is to focus on the provision of réailet financial solutions for the global financialngees
market, and storage solutions for the world’s latgerganisations. We will be utilising our custome
relationships and partners to take these solutiob$o the global market place.

The markets for real-time financial solutions amdrage solutions are huge and we believe that @rash
technology is well placed to satisfy a significaairt of the growing demand for both. Our confident our
success in these areas is founded on our 40 ya&faexperience in providing IT applications and $olns to
our blue chip customer base.

Real-time financial solutions
Cash reporting

One of our key areas of focus this year and mofangard has been on our cash reporting solutiotschw
we believe address a growing need in the markeinfeased control and management of cash in doder
reduce risk. The Bank of International Settlemésgsied a report in September 2008 entitled “Prlasiffor
Sound Liquidity Risk Management and SupervisionheTreport highlights the need for the wider banking
community to improve the management of their ligyicand risk on an intraday basis. Our cash repgrti
solution is currently being used by a number oflghigest banks in the world to assist them in martathe
exposures identified in this report and the re¢emmoil in financial markets is resulting in renedwegulatory
impetus.

We were delighted to report in April 2009, postiyead, a new contract with a global banking grothe (
“Bank”) for the provision of software, services amdpport in respect of its cash management, payment
gateway and cash reporting capabilities.

This is a strategic deal for Gresham, bringing thgemany aspects of our technology and know-hotihén
cash management and payments arena. It reprebentsltmination of our investment and focus in these
areas and we expect that there will be a strirguo€esses to follow this landmark deal.

The contract has been constructed to enable thé& Bamuild significant annuity revenues over timg b
delivering added value services to their Tier ltauer base in key market sectors. The Bank will thed
own range of leading core banking solutions, enbdrity Gresham'’s capabilities, products and seryices
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Gresham Computing Plc CHAIRMAN'S STATEMENT

deliver real-time, automated, integrated globalisohs. Gresham is expected to be an integral gfathe
Bank’s team, working closely with them to securevnevenues. The Bank and Gresham are working
together to deliver solutions to the Bank’s corstomers, initially focused on Europe, the MiddlesEand
Africa. Gresham'’s success is closely tied to tlidhe Bank.

Supply chain finance

Our patent-pending Supply Chain Finance solutios baen designed and built over the last three years
utilising our expertise gained through our caslortipg solutions and capabilities. We believe ivisrld class
both in terms of innovation and performance.

In September, we announced a new strategic panipevath Quadrem, the world’s largest global supply
chain portal delivering on-demand supply chain isey and solutions to improve sourcing, procurement
electronic invoicing and supplier relationship mgement. Gresham, leveraging Quadrem’s on-line
community of over 60,000 suppliers, is able to oEfanks the ability to provide both supply chaiud @upply
chain financing capabilities on a global basis. Kbg is “certainty” when doing business on a globasis;
achieving one view of the truth agreed between hstgplier and third parties such as banks, shippgents
etc. The supply chain network becomes a robustopiatfor doing business efficiently and with a higégree

of certainty for all parties concerned. Since thaauncement of our partnership with Quadrem, wee fead
strong interest from a number of banks and we anestly pursuing these opportunities.

A major Australian retailer is the third buyer néve on our supply chain financing platform. Avgeaannual
financing throughput exceeds US$1.25bn based oaahg phase of platform deployment to buyers duedt t
major suppliers, with plans to roll-out to the widsipplier base of general suppliers already unagr@ur

financial return increases as the solution becomee deeply embedded within this general supplaseb
Whilst uptake in this area has naturally been #df¢dy the world-wide economic situation, we araficent

in the long term prospects for this innovative ol

Treasury management

In February 2008, we were pleased to announce stantial contract win for a treasury managementtimi

with a blue chip customer. This win followed earlisuccessful implementations at both Petronas and
Khazanah in Malaysia, where we continue to deligahancements and provide support. The contract
contributes to a growing maintenance stream inrégton and provides an excellent credential fothier
work in the region.

Storage solutions

Gresham Storage Solutions, which counts over 9BeoGlobal Fortune 500 as customers, has long &éely
player in the global storage market, enabling aqusts to derive maximum benefit from their variotmage
technologies. We offer a wide range of solutiomsrfrwriting device drivers for other vendors to atréining,
optimising and simplifying data protection envirommbs with our Clareti Storage Director and Clareti
Enterprise DisribuTape products.

Clareti Storage Director is proving to be a winnprgduct. We have successfully developed this gwiubr
key niche markets, the first of which was the HPMM&mp market where we have successfully deliveved t
some of the largest companies in the world.

The second focus is the IBM iSeries market, a maaer niche, and we have now successfully deliv¢nes
to first customers, securing a Fortune 500 realtestompany as a client with several prospectsunking, oil
production and restaurant management in the pipelivhile we are too early in the cycle to predidtatv
share of this market we will win, we believe that Wave a very strong proposition for customers ate
generally poorly served in this key niche.

We are actively engaging with Tier 1 and Tier 2efless and channel partners to enable us to broaden
reach to this key market globally. We are currerdlgo in discussions with hardware manufacturers to
facilitate the delivery of this solution as an appte (hardware and software delivered as a ssgjldion) in
volume.
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We therefore believe we are very well placed toefiefrom the growing global need for increasedrate
and expect to see growth in this division throug2and 2010.

IT Placement business

The Board took a decision to change the businessehapplicable to our IT Placement business and as
direct result we significantly reduced overheadd ask in this area. We expect revenues from this pf the
group to continue to decrease significantly whalsticipating an improved return from the new model.

Financials

During the year we continued to invest in our theeee technologies; cash reporting, supply chaiarfce and
backup virtualisation. Alongside this we contirtoeénvest in brand awareness and marketing focoseaur
core target markets for these technologies.

Group revenues were £13.9m (2007: £13.4m) gengratiprofit after tax of £0.03m (2007: loss aftex ta
£2.4m) with cash at year end of £1.2m (2007: £2.3wi report an adjusted EBITDA profit of £1.0m (Z0
loss £2.2m), which includes a profit of £0.6m ispect of the disposal of Redstone Software Inc.

The impact of foreign exchange and business dispdRadstone Software Inc and Gresham SA) on res&nu
and profits is presented below, at constant exahaaigs from prior year:

Group Revenues Group Profit / (Loss) Adjusted

after tax EBITDA
2008 2007 2008 2007 2008 2007
£'000 £'000 £'000 £000 £000 £000
Ongoing business 13,081 12,758 (420) (2,433) 464 (2,240)
Disposed businesses 344 665 530 13 550 70
Foreign exchange 469 0 (80) 0 (59) 0
13,894 13,423 30 (2,420) 955 (2,170)

A significant proportion of our revenues are dedifeom overseas and the impact of translating reeest
constant currency rates with prior year was sigaiit in the year, with revenue increased by £216i0®sia
Pacific and £253,000 in North America as a restihe impact of a similar foreign currency translaton the
income line was far less marked because of therlabies involved, with an overall adverse impatt o
approximately £80,000.

EMEA revenues were £7.5m (2007: £8.2m) with a dectf £0.6m in non-core and legacy businesses and a
£0.1m decline in core as we move from license basdés to annuity based contracts. North American
revenues were relatively stable at £3.9m (200704 after taking into account the disposal of Rexistinc

and currency movements. Asia Pacific revenues ®2rém (2007: £1.3m) which reflects the impacth# t
significant implementation contract won in early080

Profitability improved across each business segnwitit the cost reductions from 2007 and 2008 isiguto
show. Central overheads were also significantiyuced arising from both changes made in 2007 and
additional savings made in 2008.

In September 2008, we disposed of our testing atmhaation subsidiary Redstone Software Inc, gemeyat
one-off profit of £599,000 and a net cash inflon£d409,000.

Cash at the year end was £1.2m (2007: £2.3m) reqtiag a stable position from H1 2008 through yeyadl
to Q1 09. We strengthened our balance sheet wéttsale of our freehold property in April 2009 fyross
cash proceeds of £875,000. Outside of these puskc transactions, we made further progress tosgahe
group on growth and increase our balance sheetgitre The restructuring of our IT Placement bussneas
completed this month and whilst the new businesgahbas led to a significant decline in the asgedia
revenues, we are now experiencing much improvedinwgrcapital, profitability and significantly loweredit
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risk. We have also commenced a programme to fignily reduce the group’s working capital more
generally in 2009.

Note: Adjusted EBITDA calculated as Earnings Befdmgerest, Tax, Depreciation and Amortisation,
excluding share option charges.

Change to Business Model

As part of our drive to increase revenue visibiityd reduce reliance on lumpy licence revenue we baer
the last three years begun the introduction ofvarree share model into our banking solutions divisWhilst
having a detrimental effect on revenues in the tsteom, we believe this will enable the companyamefit
more meaningfully from the huge potential we sethése solution areas.

Outlook

We entered 2009 with a tighter focus on our corsirfesses, an encouraging order book, closing datya
contract and strengthening our balance sheet ily éqoril 2009. The current economic environment has
helped us achieve solid traction with our cash mgan&nt solutions. Revenues from our core busiasss
expected to grow substantially.

| am pleased to report that business in Q1 2009shgktly ahead of what was a good Q1 2008, witbhca
balances remaining stable from the year end andateg to grow. We expect 2009 to be a year offsignt
progress for the group across its core business.

Eric Sepkes
Chairman
21 April 2009
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Gresham Computing Plc DIRECTORS’ REPORT

The directors present their report and the grongnitial statements for the year ended 31 Decenli}. 2

Results and dividends

The group profit for the year, after taxation, ami@a to £30,000 (2007: loss £2,420,000). The threcdo
not recommend a final ordinary dividend, which lesithe profit of £30,000 to be added to reservss.
dividends are recommended and none were paid ipribeyear.

Principal activities

The group's principal activities during the yeantioued to be the provision of Real Time Finan8alutions
and Storage Solutions.

Business review and future developments

The Chairman’s Statement on pages 3 to 6 of tipisrtecovers the directors’ review of business penénce,
including a view on development and its positiorihet year end, using performance indicators empldoye
the directors in monitoring the business. Thetestent also includes an indication of likely future
developments in the business of the group.

The market, principal risks and uncertainties fgdime group are discussed below.

Financial instruments
Treasury policies

The objective of the treasury team is to managegtep’s financial risk; consider and where appiatper
secure cost-effective funding for the group’s ofiers and to minimise the adverse effects of flattns in
the financial markets on the value of the groupiaricial assets and liabilities, on reported padiiity and on
the cash flows of the group. The treasury teancésantable through the finance director to the doar

The group finances its activities with cash andristesm deposits, as disclosed in note 18 and Zhea@roup
financial statements. Other financial assets datuilities, such as trade debtors and trade cregitarise
directly from the group’s operating activities.

Where appropriate, the group enters into derivatiansactions, specifically through forward curnenc
contracts. The purpose is to manage the curreskg grising from the group’s operations. It is &iad been
throughout 2008 and 2007 the group’s policy thatrading in derivatives shall be undertaken.

Financial instruments give rise to foreign currenoyerest rate, credit and liquidity risk. Infortim on how
these risks arise is set out in note 21, as arelifextives, policies and processes agreed bydhaedtfor their
management and the methods used to measure eacBefivative instruments are used where appraptiat
change the economic characteristics of financethinments in accordance with the group’s treasofigips.

Financial position
Capital management

Capital comprises the working capital of the graspset out in the notes to the group financiaéstents with
the key element being cash and cash equivalemtiéngtE1.2 million for the year ended 31 Decemi@0&

The primary objective of the group’s capital mamagat is to ensure that it maintains sufficient feindorder

to support its business and maximise shareholdeevda@he group manages its capital structure anklema
adjustments to it, in light of changes in econonvaditions as is discussed in note 21. To mairgaiadjust

the capital structure, the group may issue neweshanbject always to the rules governing such sswes.
During the year ended 31 December 2008, extra esipheas placed on the group’s capital management
objectives, policies and processes. Due to thee@rzad perceived risks in credit and liquidity asged with

the current wider economic environment, the groap flocused on converting illiquid assets, suclhasssets
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of Redstone Software Inc and the freehold propeoiquid assets and ultimately cash. No changeseew
made in the objectives, policies or processes duhia year ended 31 December 2007.

Distributions

No dividends were paid or proposed during the year.

Going concern

The group’s business activities, together with fdetors likely to affect its future developmentrfpemance
and position are set out within the Chairman’s Stent. In addition, note 21 to the financial statata
includes the group’s objectives; policies and psses for managing its capital; its financial riskmagement
objectives; details of its financial instrumentsdamedging activities; and its exposures to credk and
liquidity risk.

The group has sufficient financial resources togethith good relationships with a number of custmsrand
suppliers across different geographic areas andstrids. The group also has access to a stronglyimde
cashflow arising from a long established maintepangsiness with long standing blue chip customdiise
group offers core solutions to market that matcl weh both bear and bull markets, providing eiiscy
cost savings and working capital enhancementsa é@nsequence, the directors believe that the gsowell
placed to manage its business risks successfulyitethe current uncertain economic outlook.

After making enquiries, the directors have a reabt® expectation that the company and the groug hav
adequate resources to continue in operational emdst for the foreseeable future. For this reasioey
continue to adopt the going concern basis in piegdhe annual report and financial statements.

Market landscape and risks
Market landscape

Gresham sells solutions into a global market, priljdo large organisations and with a key focustha
financial services sub market segment.

The financial services markets are large and itae ©f transition, driven principally by technojognd the
need to service customers differently in an everemmegulated and customer demand led environmafilst
there are strong drivers for market change, sucregslatory pressure and customer demand, the place
change is typically slower in the financial sergcearket. However, once a decision to change &éas made

it tends to be followed through with more vigouathother markets. The result is long lived embddde
technology that remains part of the market infradtire for extended periods of time. FinanciatiinBons
are looking for trusted vendors that can offer 8ohs targeted at the changes they are facing, asatash
reporting and the use of real-time financial infatian. During 2008, the financial institution matlsuffered

a number of serious blows, which, at extremes, dré@ question their very ability to survive prinigras a
result of liquidity issues arising from the mucksalissed credit crunch. This change to the marast h
undoubtedly lengthened buying cycles, introducedtioa into any buyer's mind and focussed the ait@nt
heavily on return on investment, often with the ché® demonstrate year one positive returns. Thenpial
regulation of financial institution liquidity managent would a positive factor for the group sincehs
regulation invariably shortens buying cycles.

Gresham remains well placed to deliver againste¢henging market landscape with its suite of CidRetl-
Time Financial Solutions since they focus primaadly liquidity management. Our solutions are desilyto

be hosted on an outsourced basis, reducing thHelindst of ownership and increasing speed to ntarke
addition, we are prepared to earn revenue baseth@rcustomer’s success with the solution, which is
particularly attractive when financial institutioase seeking rapid payback.

The global storage market still has to deal with $storage requirements for ever increasing voluniemta,
notwithstanding credit crunch issues arising irereqeriods. Issues the market faces include mamageof
storage growth, continuous data protection andgatitig risks associated with removable storagenoftith
resources that are shrinking. Although, both edwihd revenue expenditures have been cut backsanrost
industries because of economic conditions, our stweage offerings continue to appeal to custorsarse
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they significantly enhance storage managementiefiddies and are designed to enhance the use dingxis
hardware rather than require replacement.

Market risks
The credit crunch

Almost without exception, global markets have bemverely affected by the credit crunch and great
uncertainty remains in most markets. We contirmevork with our customers to solve their problems i
innovative and different ways so as to provideralitive solutions in a difficult market. Exacthhat the long
term impact of the credit crunch on the group’svéats will be is hard to predict but we continteeadapt our
business behaviours accordingly. The market clamgeash management and liquidity arising from the
credit crunch present the group with new and enddmpportunity and we are seeing more intereshése
solutions generally. Increased regulation of liijtyi compliance in the financial institution markebuld be
positive for the group since it will assist in drig demand and shortening purchasing cycles.

Long lead time and timing of deals

Our target markets are dominated by truly globajdaorganisations seeking enterprise class soktmoften
mission critical issues. For example, a bank segto embed the use of real-time data for the finsé will
normally do so having carefully considered the knon impact that such a change will have acrossvtiae
business before proceeding. As a result, the tjnina decision to buy new technology is oftenidifit to
predict and is predicated on the momentum of chamge particular customer, or arising from a retuta
compliance requirement. This uncertainty over sleai making can impact the forecasting of revenue
recognition in the financial statements, with ddaling in one period or the other dependent ost@mer
specific issues. Gresham works closely with orgatimns and seeks to become a trusted provideuseca
such status tends to bring more clarity to the hbgiyprocess and reduces, but does not eliminate, the
uncertainty over timing of orders. The credit alnntroduces further uncertainty into this equatiashich

we seek to mitigate through open discussion witstaaers and delivery of value based solutions adirg
the core issues of cash and liquidity management.

Global markets

Our customers tend to operate on a global basisaemtboking for a seamless service from vendaatitng
them as one business regardless of location. Taceethese global markets effectively, Gresham has
established operations in key locations to sergiggtomers globally and we also work closely withtipers,
such as HP, Quadrem, Sun StorageTek, TributaneBysand Wall Street Systems, to extend our glazalhr
further. Through such partnerships and the useeotrally hosted solutions, such as the ClaretihCas
Reporting Service, Gresham operates on a trulyaglodisis in servicing customers.

Highly competitive and dominated by giants

Our target customers tend to buy solutions and driibem in their businesses for significant periotiime.
This coupled with large market size provides sigaiit opportunity for vendors leading to a highdewof
competition. Vendors in this market tend to bénesitvery large or niche players. Over time, thehai
vendors are often absorbed into the larger orgaoiséhrough acquisition perpetuating the domiramdition
of key vendors. Gresham adopts a strategy of baifigxible niche player offering expert and inntva
solutions to specific market problems to address tharket risk, most recently embodied in our gjera
offering to the niche HP NonStop and IBM iSeriegkets.

Foreign exchange

Operating globally and especially in the financgadrvices and storage markets often brings with it a
requirement to trade in US Dollar, Australian Doltand Euro. This introduces exchange rate vdiatilsk
which is mitigated where significant through the wud foreign exchange instruments.
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Principal risks and uncertainties
Liquidity
In the current economy, liquidity risk is somethitingit all companies are seeking to control becauasess to

cash has become a real driver for business compaitedprior years. As a result, Gresham has taken
number of pro-active steps to mitigate and codtnoiidity risk, which are discussed in note 21.

Regulation

The financial services market is highly regulatet] dahis regulation continues to evolve in line witie

perceived risks in the market. Regulation is tgfticeffected by government, regulatory bodies amtlistry

bodies. Whilst such regulation is generally goews for a solution provider such as Gresham, pioissible

that regulation could lead to a change in the ntaha limits our ability to continue selling. Weep a close
track on regulation and seek to ensure that owtisok evolve slightly ahead of regulation so asnttigate

the risk of a regulator limiting our market potexti

People

People are key to Gresham’s expertise and abdityetiver on a global basis. Retaining people ataiving
them to fulfil their potential is important. Los$ key people could slow our ability to grow thesiness and
we seek to provide rewards and job fulfilment timitigates this risk.

Technology

Gresham is an innovative group that develops védu@thnology and there is a risk that such teamolill
be made redundant through copying, further advamcéschnology or dominant competitive pressurége
aim to keep our technology updated so as to mehtexasting and emerging requirements and remajitavit

to changes in market trends. Whilst we carefagess whether to address emerging trends with new

technology there is a risk that the market willimdtely move in a different direction leaving ustiwi
technology that no longer addresses the neede ohénket.

Wherever possible we seek to protect our techndlogyugh patent applications. We also rely ondrselcret,
copyright and trademark laws, as well as the cenficlity and other restrictions contained wur
respective sales contracts and confidentiahtyreements to protect our proprietary rights.esehlegal
protections afford only limited protection.

Significant relationships

In the opinion of the directors, the group does mie any individually significant relationships ialh are
critical to the success of the group’s strategy.

Research and development

The group actively reviews technical developmeniténmarkets with a view to taking advantage of the
available opportunities to maintain and improvecitgnpetitive position through our own developmérite
group has continued to invest in product reseanchdevelopment during the year.

Events since the balance sheet date
On 1 April 2009, the group entered into a new axttiwith a global banking group (the “Bank”) foreth

provision of software, services and support in eesf its cash management, payment gateway artd cas

reporting capabilities. The contract has been tcoo®d to enable the Bank to build significant @ity
revenues over time by delivering added value sesvio their Tier 1 customer base in key markesect he
Bank will use their own range of leading core bagksolutions, enhanced by Gresham’s capabilitiegjucts
and services, to deliver real-time, automatedgiatted global solutions. Gresham is expected tarbiategral

part of the Bank’s team, working closely with thémnsecure new revenues. The Bank and Gresham are
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working together to deliver solutions to the Banktwe customers, initially focused on Europe, thieldié
East and Africa. Gresham’s success, measured @nuevstreams, is closely tied to those of the Bahis is
a strategic deal for Gresham and brings togetheryraapects of Gresham's technology and know-hatien
cash management and payments arena. It reprebentsltmination of our investment and focus in these
areas.

On 9 April 2009, the group exchanged contractgHerdisposal of its freehold property in Southampftr a
cash consideration of £875,000, £87,500 payableahange and the balance to be paid on completion
(anticipated to be May 2009). The carrying valtiehe freehold property was £860,000 at the datthisf
exchange, which taking into account the costs efithnsaction gives rise to no profit or loss @spdsal. The
group has entered into an agreement with the psechaf the premises to lease it back on completion
(anticipated to be May 2009) at a market rent ftarayear period, with a 5 year break option.

Employees

Each of the group’s segments review strategiesdiaining staff on an ongoing basis that are appatgpto

the local geographic and industry economic climdtieese strategies include the provision of competit
terms and conditions, administration of and matcbeatribution to a defined contribution pension estie,

consideration of family needs, provision of tramiwhere required and, in some cases, stock optods
bonuses.

Employees are invited to attend regular meetingsimindividual segments throughout the group,ddition

to regular group-wide communications. Performanppraisals are made annually or more frequently if
required, to ensure that employees are gettindgcgarft support from the group (including trainingems) in
order to satisfactorily complete their job requigats.

Disabled employees

The group gives full consideration to applicatiofts employment from disabled persons where the
candidate’s particular aptitudes and abilities @vasistent with adequately meeting the requiremehthe
job. Opportunities are available to disabled emgésyfor training, career development and promotion.

Where existing employees become disabled, it is dgtmip’s policy to provide continuing employment
wherever practicable in the same or an alterngiosition and to provide appropriate training toiaeh this
aim.

Environmental considerations

The directors consider that because of the natiiteeoactivities of the group it does not have gndicant
impact on the environment in which it operates. wewer, the group recognises the importance of
environmental responsibility and seeks, wherevessiiie, to reduce its environmental impact throtagus

on areas that it can control such as energy saviegycling and appropriate disposal of old computer
equipment and mobile phones.

We continue to look at ways of controlling our eovimental impact.
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Directors and their interests

The directors at 31 December 2008 and their inteiaghe share capital of the company (all benficheld,
other than with respect to options to acquire adinshares which are detailed in the analysis diong
included in the report on directors’ remuneratiarg as follows:

Ordinary shares of 5 pence each

31 December 1 January

2008 2008

E Sepkes 88,000 -
JE Aves 10,000 10,000
CM Errington 2,268 2,268
AJS Walton-Green 792,813 677,513

E Sepkes was appointed a director on 29 April 2008. appointment, E Sepkes had no interest in lthees
capital of the company.

R Glenn resigned as a director effective 31 JanR@08 and AW Howarth resigned as director 28 ARD8.

On 14 January 2009, AJS Walton-Green purchaseddditianal 173,500 ordinary shares at 53 pence each
taking his total beneficial holding to 966,313 oty shares, including 352,990 shares held by [fis and
children.

There have been no further changes in the dirédgtaesests disclosed above from 31 December 20030t
April 2009.

Directors’ liabilities

The company has granted an indemnity to one or nodrés directors against liability in respect of
proceedings brought by third parties, subject ® tonditions set out in the Companies Act 1985.hSuc
qualifying third party indemnity provision remaiimsforce as at the date of approving the directoport. A
qualifying third party indemnity provision was inrte during the year and continues to be in foscatahe

date of this report.

Directors and Officers’ liability insurance with amdemnity limit of £10 million has been purchasedrder
to minimise the potential impact of proceedingsiagtadirectors.

Major interests in shares

The company has been notified of the following iests representing 3% or more of the issued orglisiaare
capital of the company as at 20 April 2009:

Percentage

Number Held

Gartmore Investment Management plc 9,204,342 17.42%
JO Hambro Capital Management Limited 6,400,750 12.11%
The Valentina Discretionary Trust 3,880,491 7.34%
SW Purchase 3,797,139 7.18%
MA Green 3,273,290 6.19%
Herald Investment Trust plc 2,804,100 5.31%
UBS AG London 2,668,905 5.05%
Aberdeen Asset Managers Limited 1,629,358 3.08%
Strathclyde Pension Fund * 1,601,707 3.03%

* Disclosed position is also included within ther@aore Investment Management plc notification.
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Supplier payment policy and practice

It is the group’s policy that payments to suppliare made in accordance with those terms and donslit
agreed between the group and its suppliers, prdwicat all trading terms and conditions have bemmpiied
with.

At 31 December 2008, the group had an average d&g$ purchases owed to trade creditors.

Charitable donations

During the year, the group made a donation of 2 @0 Just a Drop, an international registered thari
(1100505) that aims to provide clean, safe water samitation where it is most needed in the worl@he
donation was made as part of an initiative at SIBO¥ienna to raise interest in the group and fissen
charity, rather than providing ‘giveaways’ at thew.

Special business at the annual general meeting

The special business to be conducted at the AGMrsahe directors’ authority to allot shares arel phrtial
disapplication of pre-emption rights.

Resolutions will be proposed to renew the authemitjiven to the directors to allot and grant righter the
un-issued share capital up to a maximum nominalustnof £880,847 representing one-third of the idsue
ordinary share capital and to allot and grant eghter shares for cash up to a maximum nominal atnwiu
£132,126, representing 5% of the issued ordinasyesieapital, without first making a pro rata offerall
existing shareholders.

In the opinion of the directors, the passing ostheesolutions is in the best interests of theettwdders.

Additional information for shareholders

The following provides the additional informatioequired for shareholders as a result of the imphdation
of the Takeovers Directive into UK Law.

At 31 December 2008, the company’s issued shariéatapmprised:

Number Nominal % of total
value £ Share capital
Ordinary shares of £0.05 each 52,850,890 2,642,545 100%

The company is not aware of any agreements betwhareholders that may result in restrictions on the
transfer of securities and for voting rights.

Ordinary shares

On a show of hands at a general meeting of the aoynpvery holder of ordinary shares present inqggeesd
entitled to vote shall have one vote and on a jelry member present in person or by proxy anideshto
vote shall have one vote for every ordinary shald.hThe notice of the general meeting specifiesdtiees
for exercising voting rights either by proxy noticepresent in person or by proxy in relation teofations to
be passed at general meeting. All proxy votes avated and the numbers for, against or withhelelation
to each resolution are announced at the annuata@gemeeting and published on the company’s weladter
the meeting.

There are no restrictions on the transfer of omgiishares in the company other than:

certain restrictions may from time to time be imgady laws and regulations (for example, insider
trading laws and market requirements relating ¢e&lperiods); and

pursuant to the Listing Rules of the Financial 8m% Authority whereby certain employees of the
company require the approval of the company to ithethle company’s securities.

Page 13



Gresham Computing Plc DIRECTORS’ REPORT

The company’s articles of association may only ine@ded by a special resolution at a general meefitige
shareholders. Directors are reappointed by ordinasglution at a general meeting of the sharehsldene
Board can appoint a director but anyone so appimast be elected by an ordinary resolution atrivet
general meeting. Any director who has held officerhore than three years since their last appointmeist
offer themselves up for re-election at the annealegal meeting.

Significant interests

Directors’ interests in the share capital of thenpany are shown in the table on page 12. Majoraésts (i.e.
those >3%) of which the company has been notifrecshown on page 12.

Change of control

The group is party to a number of agreements wiaikb effect, alter or terminate upon a change ofrob of
the group following a takeover bid. In generalenhsuch clauses are included they permit the qiduey to
the agreement to terminate on a change of contraheir option, subject to continuing to satisfyepr
termination obligations.

In the event of a change of control, if AJS Waltreen gives notice of termination of his employmeithin

a period of two years following the change thenghaup shall pay him a sum equal to one year's'gas at
the date the notice was given. Furthermore in tlemeof a change of control, employee share optipasted
under the Executive Option Plan 2007 will eithecederate vesting, will be rolled-over to the acongr
company’s shares or will lapse, depending on theunistances of the change. Further details arddedin
note 23 to the financial statements.

There are no other agreements between the groufisaditectors or employees providing for compeiosat
for loss of office or employment (whether througisignation, purported redundancy or otherwise) iz af
a takeover bid.

Power of directors to issue or buy back shares

The directors are authorised to allot and grartsigver the un-issued share capital up to a maximeminal
amount of £880,847 representing one-third of tlseéd ordinary share capital and to allot and grigits
over shares for cash up to a maximum nominal amofiti32,126, representing 5% of the issued orglinar
share capital, without first making a pro rata pffeall existing shareholders.

The directors have no existing authorities to bagkbshares over and above the authorities conféryednd
subject to, the Companies Act.

Auditors

A resolution to re-appoint Ernst & Young LLP as t®up's auditor will be put to the forthcoming Arah
General Meeting.

Directors’ statement as to disclosure of informatio n to auditors

The directors who were members of the board atitie of approving the directors’ report are listadpage
1. Having made enquiries of fellow directors andhaf group’s auditors, each of these directorsinosfthat:

to the best of each director's knowledge and hetieére is no information (that is, information
needed by the group’s auditors in connection witeppring their report) of which the group’s
auditors are unaware; and

each director has taken all the steps a directghtmeasonably be expected to have taken to beesawar
of relevant audit information and to establish tth&t group’s auditors are aware of that information
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Responsibility statements under the disclosure and transparency rules
The directors confirm that to the best of their kiexlge:

The financial statements, prepared in accordantdel®RS as adopted by the European Union, give a
true and fair view of the assets, liabilities, fisa@l position and profit of the company and the
undertakings included in the consolidation takea agole; and

The Directors’ Report and the Chairman’s stateniecitide a fair review of the development and
performance of the business and position of the fgzom and the undertakings included in the
consolidation taken as a whole, together with @igetson of the principal risks and uncertaintibatt
they face.

By order of the board

CM Errington
Company Secretary
21 April 2009
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The company is committed to meeting high standarficorporate governance and as such the board
acknowledges its contribution to achieving manag@nsccountability, improving risk management and
ultimately to creating shareholder value. Thisestagnt explains how the company has applied the aain
supporting principles of corporate governance agstdbes the company’s compliance with the prousiset

out in Section 1 of the Combined Code on CorpoGxigernance published by the Financial ReportingriCibu

in June 2006 and appended to the Listing Rules.

Statement by the directors on compliance with the C ombined Code

The company has complied with the provisions s¢fro&ection 1 of the Combined Code throughoutytder
with the exception of the matters referred to below

Provision A3.2 requires the company to have attleas independent non-executive directors. FrontilAp
2008, the company did not comply with this prousioThe board is currently reviewing the need fod a
appointment of a second independent non-executiVhe absence of a second independent non-executive
director also leads to the company not complyinth Wwirovisions C3.1 and B2.1 in respect of the casitjom

of Audit and Remuneration Committees respectivdly.addition, since April 2008, the Audit Committhas

not included one member with recent and relevawatritial experience as also required by provisiol C3

Provision A4.1 requires the formation of a nomioatcommittee to lead and oversee the applicatioGazfe
principles as they relate to board and senior mamagt appointments. The company does not have a
nomination committee as the board is relatively Isarad all directors are consulted in reaching asemsual

and collective decision over board appointmentshe board considers that the input from all direstisr
important given the size of the company and suglutimoes not disrupt the normal operations of therd.

The need for a nomination committee is however kapder review taking into account changes in the
company’s size, complexity and circumstances.

The Board and its committees

Board composition and independence

The board currently comprises the chairman, chietetive, finance director and one non-executiveator,
JE Aves, who the board considers is independentranteasons for this decision are set out below.

Rob Glenn (executive director) and Alan Howarthniexecutive chairman) left the company in Januf§82
and April 2008 respectively.

Eric Sepkes (executive chairman) joined the compamypril 2008 and was considered to be independant
appointment by the directors. The board took axtoount the views of major shareholders when matiisy
appointment and believes that the candidate wadeamt choice given both his experience in our coerket
and of chairing other entities. As a result of dect identification of a suitable candidate,thei an external
search consultancy nor open advertising was usttkirecruitment process.

The roles of chairman and chief executive arerlistiset out in writing and agreed by the Boarde €hairman
is responsible for the effectiveness of the board @nsuring communication with shareholders andcttief
executive is accountable for the management oftbep.

The non-executive directors constructively chalkeagd assist in the development of strategy. Thaytinise
the performance of management in meeting agreeds gimad objectives and monitor the reporting of
performance.

The senior independent director, JE Aves, is abkdldao shareholders if they have concerns whichtagin
through the normal channels of chairman, chief ettee or finance director has failed to resolve@mrwhich
such contract is inappropriate.

The board has reviewed the independence of JE Awelsiding an assessment of his overall charaater a
approach, and concluded based on the followingiggigrinciples that he was independent throughbat t
year. He has not been a previous employee ofriiigpghad no material business relationships viighgroup,
does not participate in the share option schemmtiss member of the company’s pension schementatse
family ties with the group’s advisers, directorssamnior employees, holds no cross directorshiggnignhim
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with other directors, does not represent significrareholders and has served on the board fotHassnine
years. He has a nominal shareholding in the cogpamich the board considers appropriate without
compromising independence.

JE Aves receives a director’s fee for his duties atirector. His terms of appointment also providethe
payment of further fixed sums per additional dagregpon group business where authorised in advaydtkeb
board. During the year, he was paid no additiéees. The board considers JE Aves to be independent

The board keeps the assessment of non-executiependence under regular review, taking into account
changes in circumstances and factors likely to comfse independence. The board is also reviewiageed
for and appointment of a second independent nootdixe director.

The board considers that, given the size of theigrand resources available, the current dual rélthe
company secretary, who is also an executive diredoacceptable subject to the following safegaardhe
effectiveness of this arrangement is monitored mviewed annually to ensure that the independehdbeo
company secretary as regards corporate governaspemsibilities is not compromised. The appointnaardt
removal of the company secretary is a matter ferbibard as a whole.

Operation of the board

The board is responsible to shareholders for thpgarmanagement of the group. A statement of thecidirs’
responsibilities in respect of the financial stagais is set out on page 27 and a statement on goimgern is
given on page 8.

The board normally meets once a month and hasmaafoschedule of matters specifically reserved timiit

decision. These include strategic planning, busirsesgjuisitions and disposals, authorisation of megpital

expenditure and material contractual arrangemestting policies for the conduct of business amureyal of

budgets and financial statements. Other mattersleleggated to the management board, supported Iyeso
for reporting to the board. Presentations are madihe main board on regular occasions by the dixecu
directors and operational management.

The company secretary is responsible to the baarerisuring that board procedures are followed thadl
applicable rules and regulations are complied withg for advising the board, through the chairman o
corporate governance matters. The company maingggpsopriate insurance cover in respect of legtbmac
against the company’s directors, but no cover sxistthe event that the director is found to havted
fraudulently or dishonestly.

The chairman and non-executive director are ablenéet without executives present prior to each dboar
meeting. The agenda and relevant briefing paparsfch board meeting are distributed by the company
secretary, usually a week in advance of each boaeting.

The following board committees deal with the spe@gpects of the group’s affairs. Terms of refeecof each
committee, explaining its role and the authoritjedated to it by the board, are available on regfrem the
company secretary. The committee chairmen repgulaey to the whole board and are required to iconf
that the committees have sufficient resources tertake their duties.

Audit committee

The audit committee comprises JE Aves. In the iopif the board, the audit committee comprises onl
independent non-executive directors, as requiregrbyision C.3.1 of the Combined Code.

Two of the three audit committee meetings werendid by the lead external audit partner. The rolé a
responsibilities of the audit committee are setinuerms of reference available on request froemmdabmpany
secretary and are described in more detail in #y@oR of the audit committee on page 19.

Remuneration committee

The remuneration committee comprises JE Aves (cfzaij who is considered by the board to be an
independent non-executive director.
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Where appropriate, the committee seeks indeperatbrite from remuneration consultants and also dtssu
with the chairman of the board. The committee gpomsible for setting remuneration for all execaiiirectors
and the chairman appointed by the company, inctudiension rights and provision for compensation
payments. The committee also recommends and mesrtier level and structure of remuneration for senio
management. The remuneration of non-executive wiredés a matter for the executive members of tbard,
within limits set in the Articles of Associationh& remuneration committee consults with the chiefcative
concerning the remuneration of other executiveattims. Further details of the role and responsiédiof the
remuneration committee and its activities during year are given in the report on directors’ remati@n on
pages 23 to 26.

Appointment to the board

Appointments to the board are made on merit andnsg@abjective criteria. Care is taken to ensurat t
appointees have enough time to devote to the jseaally in the case of chairmanships. The béaeps
under review, and takes appropriate action, to renstderly succession for appointments to the baa to
senior management, so as to maintain an approfrédémce of skills and experience within the granp on
the board.

The Code provisions require the formation of a m@tion committee to lead and oversee the applicaifo
Code principles as they relate to board and senamagement appointments. The company does notéhave
nomination committee.

The board considers the other significant commitiheri non-executive directors prior to appointment,
ensure that they have sufficient time to meet vihakpected of them, and keeps changes to thesmito@nts
under review. The terms and conditions of appointnodé non-executive directors are available fopaion
by any person at the company’s registered offiaendunormal business hours and at the AGM (for 1Butes
prior to the meeting and during the meeting).

The board as a whole keeps under review the needdecond independent non-executive director.

Meetings and attendance

The following table summarises the number of bcand committee meetings held during the year and the
attendance record of individual directors.

Board Audit Remuneration
Committee Committee

Number of meetings held 11 3 4
Number of meetings attended:

E Sepkes'? 6 2 .
JE Aves 10 3 4
CM Errington® 11 3 4
R Glenn® - - -
AM Howarth* 3 1 1
AJS Walton-Green? 11 3 4

! from appointment as a director 29 April 2008

Zin attendance at Audit and Remuneration Commitbgeavitation
% to his resignation 31 January 2008

* to his resignation 28 April 2008
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Induction, training and performance evaluation

Induction and training

New directors receive appropriate induction on rtlagipointment to the board covering the activitéghe
group and its key business and financial risks,t#éhms of reference of the board and its committests the
latest financial information about the group.

The chairman ensures that directors update théis,sknowledge and familiarity with the group remd to
fulfill their roles on the board and on board corte@s. Ongoing training is provided as necessatyimtiudes
updates from the company secretary on changesthishing Rules, requirements under the Companiets A
and other regulatory matters. Directors may consitli the company secretary at any time on matieleted

to their role on the board. All directors have ascéo independent professional advice at the coypan
expense where they judge it necessary to dischibegeduties, with requests for such advice beintharised
by the chairman or the company secretary.

Evaluation of the board’s performance

The board has undertaken a formal review encompgstsie performance of the board as a whole, its
committees and each director. In performing theséews, criteria that are taken into account ideluhe
ability of the director to: take the perspectivecoating shareholder value; to contribute to teeetbpment of
strategy and identification of risks; to providearity of direction to management; to be a sourcenise
counsel; to bring a broad perspective to discussamd an understanding of key issues; to commitithe
required to fulfil the role; and to listen to arebpect the ideas of fellow directors and management

The senior non-executive director, JE Aves, isaasible for, and has undertaken, the performanatuation
of the chairman, taking into account the viewshef ¢xecutive directors and the criteria above.

Retirement and re-election

All directors are subject to election by sharehrddafter their appointment and to re-election thées at
intervals of no more than three years.

Non-executive directors are appointed for specifeaths, initially two years with the opportunityrfeenewal
by the company thereafter. Recommendation to reappmon-executive director for a third term iggeded
by a rigorous review by the board and takes intmant the need for progressive refreshing of therdoNon-
executive directors who have served more thanyeages are subject to annual reelection.

The chairman has formally reviewed the performasicdE Aves and satisfied himself that his perforogan
continues to be effective and that he continuatetononstrate commitment to the role.

Report of the audit committee

The audit committee is responsible for reviewing ginoup’s internal control and risk managementesyst and
reviewing and monitoring the effectiveness of intdrand external audit. Its role includes monitgrife
integrity of the group’s financial statements arideo formal announcements relating to the groujarcial
performance, reviewing significant financial repogtjudgements contained in them.

The audit committee advises the board on the appeint, reappointment and removal of external avsliémd
approves their remuneration and terms of engagenmahiding developing and implementing a policythe
provision of non-audit services by the externaliafidn. It also reviews and monitors the indepemcks and
objectivity of the external auditor.

The work of the committee in discharging its resgibitities includes:

monitoring the integrity of the financial statememtf the company, and any formal announcements
relating to the company’s financial performanced ameviewing financial reporting judgments
contained in them;

reviewing the company’s internal financial contralsd reviewing the company’s internal control and
risk management systems;
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reviewing the company’s whistle-blowing arrangensent
reviewing the need for a separate internal audittion;

making recommendations to the board, for it to foutshareholders for their approval in general
meeting, in relation to the appointment, re-appoant and removal of the external auditor and to
approve the remuneration and terms of engagemeheadxternal auditor;

reviewing and monitoring the external auditor'sépeéndence and objectivity and the effectiveness of
the audit process, taking into consideration raelepaofessional and regulatory requirements;

developing and implementing policy on engagementhef external auditor to supply non-audit
services, taking into account relevant ethical gonak regarding the provision of non-audit servings
the external audit firm; and

to report to the board, identifying any matterswdfich it considers that action or improvement is
needed and making recommendations as to the stéyastaken.

The committee has met with senior management améstternal auditors to review financial reportinigpath
the half and full year, including discussions ath® scope, materiality, timing and findings of #reual audit.

The committee seeks to maintain auditor objectiaitd independence by reviewing and controllingrtiaener

in which non-audit services are awarded to thetaudin at least an annual basis. The company h@®us
policy designed to ensure that the auditors’ inddpace is not compromised by their undertaking
inappropriate non-audit work. All significant nondit work, and any work of a non-compliance coresudy
nature, commissioned from the external auditorsireg audit committee approval.

The committee formally reviews the independenceth& external auditors on an annual basis and has
undertaken its annual review of the nature and amofinon-audit work undertaken by the externalitusl

and satisfied itself that there is no effect onirtiedependence. No non-audit services were pealioh the
year.

During the year, the committee considered the rfieed separate internal audit function and conduthet,
based on the size of the group, a separate intautkt function is not necessary at this stage hbstinstituted
a cyclical review of compliance with internal casitprocedures. The need for an internal audit tfioncis
reviewed at least annually.

The committee has reviewed arrangements by whafifi st the company may, in confidence, raise conger
about possible improprieties in matters of finahoggporting or other matters and concluded thay ttegnain
appropriate.

Relations with shareholders
Dialogue with institutional shareholders

The board as a whole is responsible for ensuriagy dhdialogue is maintained with shareholders basethe
mutual understanding of objectives.

The chief executive and finance director, and oresion the chairman and senior non-executive aireoteet
with major shareholders on a regular basis, indgdpresentations after the company's preliminary
announcement of the year end results and at tligydw. Non-executives are offered the opportutitgttend
meetings with major shareholders and attend whesreasted.

The board is kept informed of the views of shardad at each board meeting through a standing agesm

to receive a report from the chief executive andirfice director, together with formal feedback carsholders'
views gathered and supplied by the company’'s aduisoThe views of private and smaller shareholders,
typically arising from the AGM or from direct comtawith the company, are also communicated to therdb

on a regular basis.

JE Aves, the senior independent non-executive tireis available to shareholders if they have eons where
contact through the normal channels of chairmaigf @xecutive or finance director has failed tootes or for
which such contact is inappropriate.
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Constructive use of the AGM

The board uses the Annual General Meeting to conmaten with private and institutional investors and
welcomes their participation.

All members of the board attended the companysA&M and the chairman aims to ensure that all mamb
of the board will be available at the forthcominG .

Proxy votes are counted and, except where a pollled, the level of proxies lodged on each rdsmiy and
the balance for and against the resolution anchtimber of abstentions, is reported after each uédeal has
been dealt with on a show of hands at the AGM.

Details of resolutions to be proposed at the AGM ba found in the Notice of the Meeting. A separat
resolution is proposed for each substantially sspassue including a separate resolution relabrtipe report
and accounts.

Accountability and audit
Financial reporting

The board is responsible for presenting a balameetunderstandable assessment of the companyoposi
and prospects, extending to interim reports anérgphice-sensitive public reports and reports gulaors as
well as to information required to be presentedtayutory requirements.

Internal control

The board is responsible for maintaining a sounstesy of internal control to safeguard shareholders’
investment and the company’s assets. The direatkisowledge their ultimate responsibility for erisg that
the group has in place a system of controls, firdnand otherwise, that is appropriate to the bessn
environment in which it operates and the risks biclv it is exposed.

The board has reviewed the effectiveness of thepjsosystem of internal controls during the yedrhis
review covered all material controls, including ditial, operational and compliance controls and& ris
management systems.

The company’s system of internal controls is desiljto manage rather than eliminate the risk ofifailto
achieve business objectives and can only providesoamable but not absolute assurance against nhateria
misstatement or loss. Action has been taken byttaed to enhance financial and other controlsnduthe
year. In addition, steps are continuing to be rtat@ further embed internal control and risk mamagpet
processes into the operations of the business andeal with areas of improvement which come to
management’s and the board'’s attention.

An embedded ongoing process for identifying, evéiigegand managing the significant risks faced &/ ghoup
has been in place throughout the year and remaindaice up to the date of the approval of the fingn
statements. The process is regularly reviewecheybard and accords with the Internal Control Guoige for
directors on the Combined Code produced by the@ulrmorking party.

The processes used by the board to review thetieeess of the system of internal control include:
review of management reports and reports from gegational board;
discussions with management on risk areas idedtifiemanagement and the board;
review and update of the group’s policy and procesiu
review of external audit plans;
review of significant issues arising from the ertdraudit;
results of site visits carried out by members efttbard; and

annual review of the control environment and proces.
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Control environment

The group operates within a control framework depetl and strengthened over a number of years and
communicated as appropriate by a series of wriftmtedures. These lay down accounting policies and
financial control procedures, in addition to cofgrof a more operational nature. The key procesltivat the
directors have established with a view to providimgrnal control are as follows:

the establishment of the organisation structure #rel delegated responsibilities of operational
management;

the definition of authorisation limits, includingatters reserved for the board;
the establishment of detailed operational budgetgdich financial year;
reporting and monitoring performance against buglgaet rolling forecasts;
the security of physical property and of computéoiimation; and

detailed financial due-diligence on all acquisison
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Information not subject to audit
Remuneration committee and advisers
The remuneration is chaired by JE Aves (chairman).

The committee makes recommendations to the boaitthinwagreed terms of reference, on an overall
remuneration package for executive directors ahdratenior executives. The chief executive provabgdce
in relation to the remuneration of other senioroexives.

Remuneration policy

The group’s policy on directors’ remuneration fbe tcurrent and subsequent financial years is beabverall
remuneration package should be sufficiently conipetio attract, retain and motivate high qualikeeutives
capable of achieving the group’s objectives andettne enhancing shareholder value. The package storti
basic salary, benefits, share options, performaatzed bonuses and pensions, with a significaopgmtion
based on performance and dependent upon the anfeavef demanding targets. Consideration is gioepaty
and employment policies elsewhere in the groupe@afly when determining annual salary increases.

Executive remuneration packag&he remuneration committee’s policy is to aligneextive directors’
remuneration packages to support the company’snéssistrategy whilst ensuring that rewards are ahark
competitive. The group’s share option and bonuargements include demanding performance targetdibas
around share price and financial performance rési¢. The performance measures are designetbsely
align with shareholders’ returns over the longemteThe details of individual components of the vaeration
package and service contracts are discussed below.

Basic salary and benefitSalary and benefits are reviewed annually. Dimscteceived no increase in basic
salary for the 2008 calendar year. Benefits priaéyp comprise private healthcare and death in servi
insurance.

Share optionsShare options are awarded by the remuneration é@enOptions may only be granted at an
exercise price of not less than the average offrldemarket price of ordinary shares on the dayrpgnahe date
of grant and, in the case of the EOP 2007 schene1@ pence premium to this price. Performancelitions
are based around achievement of earnings per Blaease targets for the old Executive Option saseand
fixed share price targets for the new EOP 2007 raeheFurther information concerning share opticms be
found in note 23 to the group financial statements.

Performance related bonusebhe committee establishes the objectives whicht ineamet for each financial
year if a cash bonus is to be paid. The commitdieves that any incentive compensation awardedldibe
tied to the interests of the company’s shareholded that the principal measure of those interissthe
profitability of the group. The annual bonus plgenerally allows for incentive payments of up t@%0of
basic salary dependent on the achievement of gbilfity targets set at the beginning of the ye&lo such
bonus payments were made for the year ended 3Inibece2008 or 2007.

Pensions: The company makes contributions to defined coutidim schemes, usually calculated as a
percentage of base salary, for which rates areithdilly set.

Fees: The level of non-executive directors’ remuneratisndetermined by the executive directors after
considering the fee levels in comparable businesadsasic fee is set for normal duties and supplaary fees
are paid for any additional duties at fixed dayesat Non-executive directors are not eligible fengions,
incentives or any similar payments other than nbloaof pocket expenses incurred on behalf ofithsiness.
Compensation for loss of office is not payable do-executive directors.

Service contractstt is the company’s policy to offer directors see/contracts terminable with a maximum of
12 months’ rolling notice from either side.

None of the non-executive directors have a semacdract. Letters of Appointment provide for artiadiperiod
of two years, subject to review.

There are no predetermined special provisions Xecuative directors with regard to compensationhim ¢vent
of loss of office. The remuneration committee cdas$s the circumstances of individual cases of early
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termination and in exceptional circumstances onbyild recommend compensation payments in excesseof t
company’s contractual obligations.

Service contracts

AJS Walton-Green has a service agreement datedgisA®?000, which is terminable by 12 months’ r@lin
notice from either side. CM Errington has a senagreement dated 1 August 2004, which is terminbjpl12
months’ rolling notice from either side. E Sepless a service agreement dated 29 April 2008, which
terminable by 12 months’ rolling notice from eittside

JE Aves has a letter of appointment dated 25 2018 due for renewal by 24 April 2010.

Performance graph

The graph below shows the total shareholder refiorreach of the last five financial years in terofsthe
change in value (with dividends reinvested) ofmitial investment of £100 on 31 December 2003 hokling
of the company’s shares against the correspondtatjghareholder return in a hypothetical holdifiglares in
the FTSE TechMark All-Share index.

The FTSE TechMark All-Share was selected as itasgmts a broad equity market index in which thepaom
is a constituent member.

Total shareholder return

200

150

100

Value (£)

50 +

A
= —A

31/12/03 31/12/04 31/12/05 31/12/06 31/12/07 31/12/08

This graph shows the value, by the end of 2008, of £100 invested in Gresham Computing plc on 31 December 2003 compared with the value of
£100
invested in the FTSE TechMark All-Share Index. The other points are values atintervening financial year ends.

=== Gresham Computing plc FTSE TechMark All-Share Index
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Information subject to audit

Directors’ remuneration

The remuneration of the directors is as follows:

Basic salary Benefits  Performance Total Total
and fees in kind related bonus 2008 2007
£ £ £ £ £
Executive directors:

CM Errington 150,000 1,825 - 151,825 152,443
R Glenn' 11,767 337 - 12,104 192,006
SW Purchase? - - - 0 284,719
E Sepkes® 82,400 352 - 82,752 -
AJS Walton-Green 192,000 2,010 - 194,010 195,013

Non-executive directors:
JE Aves 30,000 - - 30,000 30,000
AM Howarth* 5,000 - - 5,000 30,000
471,167 4,524 0 475,691 884,181

! resigned 31 January 2008

2 resigned 30 November 2007

% appointed 29 April 2008

4 resigned 28 April 2008, waived £5,000 of salary entitlement from March 2008 to his resignation

The remuneration package of each executive direotbudes non-cash benefits comprising the prowigid
private healthcare and death in service insurance.

Pension entitlements

Contributions paid by the company in respect ofdinectors were as follows:

2008 2007

£ £

CM Errington 7,500 7,500
R Glenn® 583 17,000
SW Purchase® - 18,563
E Sepkes® 3,500 -
AJS Walton-Green 24,000 24,000

35,583 67,063
! resigned 31 January 2008, comparative includes £10,000 in respect of compensation for loss of office

2 resigned 30 November 2007
% appointed 29 April 2008

Interests in options

The group has two share option schemes: the ExecBitheme 1998, from which no further grants wal b
made, and the Executive Option Plan 2007 by whietetive directors and other senior executivesabte to
subscribe for ordinary shares in the company. Heuartletails concerning the share option schemesaice,
including vesting conditions, can be found in nd%eto the group financial statements.

The interests of the directors in share optionsiéathe 1998 and 2007 schemes) were as follows:
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Options at Granted/ Exercised Options at
1 January (lapsed) 31 December Date of Exercise Date first  Expiry
2008 in the year 2008 grant price exercisable date
CM Errington 111,111 ™ - - 111,111 22.10.07  115p  23.10.10 23.10.17
111,111 7 - - 111,111 22.10.07  115p  23.10.11 23.10.17
277,778 7 - - 277,778 22.10.07 _ 115p  23.10.12 23.10.17
500,000 - - 500,000
E Sepkes® - 88,889 - 88,889 29.04.08 62.25p  30.04.11 30.04.18
- P 88,889 - 88,889 29.04.08 62.25p  30.04.12 30.04.18
- P 222222 - 222,222 29.04.08 62.25p _ 30.04.13 30.04.18
- 400,000 - 400,000
AJS Walton-Green 557,897 F - - 557,897 25.07.00 36p  28.07.03 27.07.10
166,667 © - - 166,667 22.10.07  115p  23.10.10 23.10.17
166,667 ™ - - 166,667 22.10.07  115p  23.10.11 23.10.17
416,666 " - - 416,666 22.10.07 _ 115p  23.10.12 23.10.17
1,307,897 - - 1,307,897

* appointed 29 April 2008

E denotes options granted under Executive Schemg

P denotes awards granted under the EOP 2007 s

* denotes options over which the executive haseate pay any employer’s national insurance

arising from the exercise of the options.

The closing market price of the company’s share8biDecember 2008 was 37 pence. During the ykar, t
closing price per ordinary share ranged from 35pdan 82 pence.

No gains were made on the exercise of directoresbations in this or the prior year.

The interests of the directors to subscribe faramuire ordinary shares have not changed sincgetireend.

On behalf of the board

JE Aves
Chairman of the Remuneration Committee
21 April 2009
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Statement of directors’ responsibilities in relatio n to the group financial statements

The directors are responsible for preparing the vahiReport and the group financial statements comance
with applicable United Kingdom law and those Intgfonal Financial Reporting Standards as adoptethby
European Union.

The directors are required to prepare group firdratatements for each financial year which presairy the
financial position of the group and the financigrjormance and cash flows of the group for thaiogerin
preparing those group financial statements thecttire are required to:

select suitable accounting policies in accordandgth VAS 8: Accounting Policies, Changes in
Accounting Estimates and Errors and then apply tbensistently;

present information, including accounting policigs, a manner that provides relevant, reliable,
comparable and understandable information;

provide additional disclosures when compliance \tlith specific requirements in IFRSs is insufficiemt
enable users to understand the impact of partidudarsactions, other events and conditions on the
group’s financial position and financial performanand

state that the group has complied with IFRSs, stilbgeany material departures disclosed and exgdain
in the financial statements.

The directors are responsible for keeping propeoaating records which disclose with reasonablesiaxy at
any time the financial position of the group andlae them to ensure that the group financial statesncomply
with the Companies Act 1985 and Article 4 of theSIRegulation. They are also responsible for safeljug the
assets of the group and hence for taking reasorsbpes for the prevention and detection of fraud ather
irregularities.

The directors are responsible for the maintenandartegrity of the corporate and financial infotioa included
on the group’s website. Legislation in the Unit€shgdom governing the preparation and disseminatbn
financial statements may differ from legislatioroither jurisdictions.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF GRES HAM COMPUTING
PLC

We have audited the group financial statements @fsk&Bm Computing plc for the year ended 31
December 2008 which comprise Group income statenteatGroup balance sheet, the Group cash
flow statement, the Group statement of recognisedme and expense and the related notes 1 to 30.
These group financial statements have been prepacdit the accounting policies set out therein.

We have reported separately on the parent compgaagdial statements of Gresham Computing plc
for the year ended 31 December 2008 and on theniafiion in the Directors’ remuneration report that
is described as having been audited.

This report is made solely to the company's memlasra body, in accordance with Section 235 of the
Companies Act 1985. Our audit work has been uakernt so that we might state to the company's
members those matters we are required to stateeto in an auditor's report and for no other purpose
To the fullest extent permitted by law, we do notept or assume responsibility to anyone other than
the company and the company's members as a bodypufoaudit work, for this report, or for the
opinions we have formed.

Respective responsibilities of directors and audits

The directors’ responsibilities for preparing themal Report and the group financial statements in
accordance with applicable United Kingdom law amdkednational Financial Reporting Standards
(IFRSs) as adopted by the European Union are $éh dloe Statement of directors’ responsibilities.

Our responsibility is to audit the group financi&thtements in accordance with relevant legal and
regulatory requirements and International Standandauditing (UK and Ireland).

We report to you our opinion as to whether the grfinancial statements give a true and fair view an
whether the group financial statements have beepeply prepared in accordance with the Companies
Act 1985 and Article 4 of the IAS Regulation. Wisareport to you whether in our opinion the
information given in the directors' report is catent with the financial statements.

In addition we report to you if, in our opinion, weave not received all the information and
explanations we require for our audit, or if inf@tion specified by law regarding director's
remuneration and other transactions is not disdlose

We review whether the Corporate Governance Statereflacts the company’s compliance with the
nine provisions of the 2006 Combined Code specif@dour review by the Listing Rules of the

Financial Services Authority, and we report if @de$ not. We are not required to consider whetteer t

board’'s statements on internal control cover akgiand controls, or form an opinion on the
effectiveness of the group’s corporate governamoequures or its risk and control procedures.

We read other information contained in the Annuap&t and consider whether it is consistent with
the audited group financial statements. The dtifermation comprises only the directors’ repohi t
unaudited part of the Directors’ remuneration répthie Chairman’s statement and the Corporate
governance statement. We consider the implicafiensur report if we become aware of any apparent
misstatements or material inconsistencies withgttoaip financial statements. Our responsibilities d
not extend to any other information.

Basis of audit opinion

We conducted our audit in accordance with Inteomati Standards on Auditing (UK and Ireland)
issued by the Auditing Practices Board. An auddudes examination, on a test basis, of evidence
relevant to the amounts and disclosures in the mridancial statements. It also includes an
assessment of the significant estimates and judgmeade by the directors in the preparation of the
group financial statements, and of whether the @uiiog policies are appropriate to the group’s
circumstances, consistently applied and adequdistyosed.

We planned and performed our audit so as to ofahithe information and explanations which we
considered necessary in order to provide us wifficgnt evidence to give reasonable assurance that
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the group financial statements are free from maltenisstatement, whether caused by fraud or other
irregularity or error. In forming our opinion wésa evaluated the overall adequacy of the presentat
of information in the group financial statements.

Opinion
In our opinion :

the group financial statements give a true andviaiw, in accordance with IFRSs as adopted
by the European Union, of the state of the groaffairs as at 31 December 2008 and of its
profit for the year then ended;

the group financial statements have been propeelygred in accordance with the Companies
Act 1985 and Article 4 of the IAS Regulation; and

the information given in the directors' report @sistent with the group financial statements.

Ernst & Young LLP
Registered auditor
Southampton
21 April 2009
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Group income statement
For the year ended 31 December 2008

Revenue
Cost of goods sold
Gross profit

Administrative expenses
Trading loss

Profit on disposal of subsidiary undertaking

Finance revenue
Finance costs

Loss before taxation
Taxation
Attributable to equity holders of the parent

Earnings/(loss) per share (total and continuing)

Basic earnings/(loss) per share - pence
Diluted earnings/(loss) per share - pence

Group statement of recognised income and expense

For the year ended 31 December 2008

Exchange differences on translation of foreign operations

Notes

3,4,26

10
10

Exchange differences transferred to income statement on disposal of

subsidiary undertakings

Net income / (expense) recognised directly in equity

Attributable profit / (loss) for the year

Total recognised income / (expense) for the year

31 December

31 December

2008 2007
£000 £000
13,894 13,423
(7,623) (7,192)
6,271 6,231
(7,090) (9,184)
(819) (2,953)
599 0
71 107

2 (23)
(151) (2,869)
181 449
30 (2,420)
0.06 (4.74)
0.06 (4.74)

31 December 31 December

2008 2007
£000 £000
358 68
(107) 0
251 68

30 (2,420)
281 (2,352)
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Group balance sheet
At 31 December 2008

ASSETS

Non-current assets

Property, plant and equipment
Intangible assets

Current assets

Trade and other receivables
Inventories

Income tax receivable
Other financial assets

Cash and cash equivalents

Assets held for sale

TOTAL ASSETS

EQUITY AND LIABILITIES

Equity attributable to equity holders of the parent
Called up equity share capital

Share premium account

Other reserves

Foreign currency translation reserve

Retained earnings

Non-current liabilities
Deferred income
Financial liabilities
Provisions

Current liabilities

Trade and other payables
Financial liabilities
Income tax payable
Provisions

Total liabilities

TOTAL EQUITY AND LIABILITIES
On behalf of the board

CM Errington
21 April 2009

AJS Walton-Green
21 April 2009

Notes

12
13

17
15
17
15
18

12

22
24
24
24
24
24

19
19
19

19
19
19
19

31 December 31 December

2008 2007
£/000 £:000
652 1,327
6,810 6,086
7,462 7,413
3,239 3,650
20 100
281 374

0 20
1,214 2,300
4,754 6,444
860 0
13,076 13,857
2,643 2,643
12,564 12,564
1,039 1,039
187 (64)
(8,576) (8,761)
7,857 7,421
278 715
59 0
160 0
497 715
4,572 5,460
28 0
122 61

0 200
4,722 5,721
5,219 6,436
13,076 13,857
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Group cashflow statement
For the year ended 31 December 2008

Cash flows from operating activities

Loss before taxation

Depreciation, amortisation and impairment

Share based payment expense
Decrease/(Increase) in inventories
Decrease/(Increase) in trade and other receivables
Decrease in trade and other payables

Movement in provisions

Gain on disposal of subsidiary undertakings

Net finance income

Cash outflow from operations
Net income taxes received

Net cash inflow/(outflow) from operating activities

Cash flows from investing activities
Interest received

Disposal of subsidiary undertakings
Purchase of property, plant and equipment
Payments to acquire intangible fixed assets

Net cash used in investing activities

Cash flows from financing activities

Proceeds from issue of ordinary share capital
Share issue costs

Interest paid

Repayment of capital element of finance leases

Net cash generated by financing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents at beginning of period
Exchange adjustments

Cash and cash equivalents at end of period

Notes

7,23

16
12
13

22
24

25

25
25
25
25

31 December

31 December

2008 2007
£000 £000
(151) (2,869)
1,020 741
155 42
(20) (100)
385 (188)
(1,295) (1,151)
(40) 110
(599) 0
(89) (108)
(634) (3,523)
362 474
(272) (3,049)
91 107
409 0
(213) (324)
(1,212) (662)
(925) (879)
0 2,750

0 (98)

2 (11)

) 0

@ 2,641
(1,201) (1,287)
2,300 3,557
115 30
1,214 2,300
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Authorisation of financial statements and state ment of compliance with IFRSs

Gresham Computing plc is a public limited compangorporated and domiciled in England and Wales.
The company’s ordinary shares are traded on thedwi®tock Exchange.

The financial statements of Gresham Computing pttits subsidiaries (the “group”) for the year eth@4
December 2008 were authorised for issue by thedbofadirectors on 21 April 2009 and the balancesshe
was signed on the board’s behalf by AJS Walton-Gesel CM Errington.

The group’s financial statements have been preparadcordance with International Financial Repayti
Standards (IFRSs) as adopted by the European Wsidhey apply to the financial statements of tlwugr
for the year ended 31 December 2008.

The principal accounting policies adopted by theugrare set out below.

Accounting policies
Basis of preparation

The group’s financial statements have been preparadcordance with International Financial Repuyti
Standards as adopted by the European Union asafiidy to the financial statements of the grouptffer
year ended 31 December 2008 and applied in accoedaith the Companies Act 1985. The accounting
policies which follow set out those policies whiapply in preparing the financial statements for ykar
ended 31 December 2008.

The group financial statements are presented inirfgieand all values are rounded to the nearesighod
pounds (“£000") except when otherwise indicated.

Judgements and key sources of estimation uncertaint y

The preparation of financial statements requiresnagament to make judgements, estimates and
assumptions that affect the amounts reported fegtasand liabilities as at the balance sheet datettse
amounts reported for revenues and expenses dimngeiar. However, the nature of estimation meaas th
actual outcomes could differ from those estimates.

Estimates and assumptions

The key assumptions concerning the future and dtbgrsources of estimation uncertainty at the ldan
sheet date, that have a significant risk of cauaingaterial adjustment to the carrying amountsseéts and
liabilities within the next financial year are dissed below.

Revenue and profit recognition

Fixed price contracts are accounted for in accardamith IAS 11 ‘Construction Contracts’. Revenuel a
profits are recognised on a percentage-of-compidbiasis, as costs incurred relate to total costshfe
contract, when the outcome of a contract can bienattd reliably. Determining whether a contract’s
outcome can be estimated reliably, requires manageto exercise judgement, whilst calculation @& th
contract’s profit requires estimates of the totattcact costs to completion. Cost estimates adggments
are continually reviewed and updated as deterntiyeglents or circumstances.

Impairment of goodwill and development costs

The determination of whether or not these intamgédssets have been impaired requires an estimate to
made of the value in use of the cash-generatingtanwhich the intangible asset has been allocaiBue
value in use calculation includes estimates abatutré financial performance of the cash-generatini¢s,
including management's estimates of long-term dpegamargins and long-term growth rates. The
carrying amount of these intangibles and the keuymptions used in the calculation of value in usthe
cash-generating units to which the intangiblesaficezated are disclosed in note 14.

Share-based payments

The group measures the cost of equity-settled actimns with employees by reference to the faineaif
the equity instruments at the date at which theygranted. Judgement is required in determiningribst
appropriate valuation model for a grant of equitstiuments, depending on the terms and conditibtiseo
grant. Management is also required to use judgenmedetermining the most appropriate inputs to the
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valuation model including expected life of the opti volatility and dividend yield. The assumpticarsd
models used are disclosed in note 23.

Basis of consolidation

The group financial statements consolidate thenfifd statements of Gresham Computing plc and the
entities it controls (its subsidiaries) drawn uBioDecember each year.

Subsidiaries are consolidated from the date of thequisition, being the date on which the groutamis
control, and continue to be consolidated untildage that such control ceases. Control comprisepalver

to govern the financial and operating policiestaf investee so as to obtain benefit from its a@wiand is
achieved through direct or indirect ownership afing rights; currently exercisable or convertiblagntial
voting rights; or by way of contractual agreemdrite financial statements of subsidiaries are pexpéor
the same reporting year as the parent companyg wsinsistent accounting policies. All inter-company
balances and transactions, including unrealisefitparising from them, are eliminated.

Foreign currency translation

Transactions in foreign currencies are initialljcorded in the functional currency by applying an
approximation of the spot exchange rate rulindhatdate of the transaction. Monetary assets ahifiitiies
denominated in foreign currencies are retranslatetie functional currency rate of exchange rulhghe
balance sheet date. All differences are taken ¢oithome statement, except when hedge accounting is
applied and for differences on monetary assetdiabilities that form part of the group’s net inte®nt in

a foreign operation. These are taken directly watgaqintil the disposal of the net investment, &ich time

they are recognised in profit or loss.

The assets and liabilities of foreign operatioress taanslated into sterling at the rate of exchamdjag at
the balance sheet date. Income and expenses astateal at weighted average exchange rates forete
The resulting exchange differences are taken djrécta separate component of equity. On dispokal o
foreign entity, the deferred cumulative amount gised in equity relating to that particular foreig
operation is recognised in the income statement.

Non-monetary items that are measured in termsstbtical cost in a foreign currency are translatsithg
the exchange rates as at the dates of the indila$actions.

On transition to IFRS from 1 January 2004, the ex#on available under IFRS 1 was taken to start the
currency translation reserve at nil.

Goodwill

Business combinations on or after 1 January 200é haen accounted for under IFRS 3 using the peecha
method. Any excess of the cost of the business oatibn over the group’s interest in the net faitue of

the identifiable assets, liabilities and contingéatbilities is recognised in the balance sheej@sdwill and

is not amortised. To the extent that the net falug of the acquired entity’s identifiable assétdilities

and contingent liabilities is greater than the aifsthe investment, a gain is recognised immedjatethe
income statement. Goodwill recognised as an asseit 81 December 2003 is recorded at its carrying
amount under UK GAAP and is not amortised. Any geiidasset arising on the acquisition of equity
accounted entities is included within the costhoise entities.

After initial recognition, goodwill is stated at stoless any accumulated impairment losses, with the
carrying value being reviewed for impairment, aasie annually and whenever events or changes in
circumstances indicate that the carrying value beympaired.

For the purpose of impairment testing, goodwildi®cated to the related cash-generating units romed

by management, usually at geographical segment tavstatutory company level as the case may be.
Where the recoverable amount of the cash-generatinigis less than its carrying amount, including
goodwill, an impairment loss is recognised in theoime statement.

The carrying amount of goodwill allocated to a cgsierating unit is taken into account when deteimgi
the gain or loss on disposal of the unit, or obaaration within it. Goodwill arising on acquisiti® prior to
31 December 1997 remains set off directly agaiestnves even if the related investment becomesriatpa
or the business is disposed of.
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Intangible assets

Intangible assets acquired separately are measurdaditial recognition at cost. The cost of intanlgi
assets acquired in a business combination is faevas at the date of acquisition. Following atiti
recognition, intangible assets are carried at st any accumulated amortisation and any accuetllat
impairment losses. Internally generated intangéssets, excluding capitalised development costsnair
capitalised and expenditure is reflected in theoine statement in the year in which the expenditsire
incurred.

Intangible assets with finite lives are amortisegrathe useful economic life and assessed for impait
whenever there is an indication that the intangésset may be impaired. The amortisation periodtaed
amortisation method for an intangible asset wifimige useful life is reviewed at least at eactafigial year
end. Changes in the expected useful life or theetepl pattern of consumption of future economicefien
embodied in the asset is accounted for by chanfi@egmortisation period or method, as appropreate,
are treated as changes in accounting estimatesaiiogtisation expense on intangible assets wittefin
lives is recognised in the income statement indkpense category consistent with the function ef th
intangible asset.

Gains or losses arising from derecognition of darigible asset are measured as the difference eetihe
net disposal proceeds and the carrying amounteoésiset and are recognised in the income statememt
the asset is derecognised.

Purchased intangibles with finite lives, includipgrchased patents, know-how, trademarks, licenods a
distribution rights are capitalised at cost and di®ed on a straight line basis over their estimhatseful
lives. The estimated useful life of these intangjibfsets ranges between 2 and 10 years dependihgion
nature. Amortisation charges in respect of intalegassets are included in administrative expenses.

Research and development costs

Research costs are expensed as incurred. Developrpanditure on an individual project is recogdiss
an intangible asset when the group can demongtratéechnical feasibility of completing the intabigi
asset so that it will be available for use or sdfejntention to complete and its ability to usesell the
asset, how the asset will generate future econtanefits, the availability of resources to complete
asset and the ability to measure reliably the edipere during development.

Following initial recognition of the developmentgenditure as an asset, the cost model is applopdrieg

the asset to be carried at cost less any accurdubat®ortisation and accumulated impairment losses.
Amortisation of the asset begins when developmemoimplete and the asset is available for useas It
amortised over the period of expected future be&nBfiring the period of development, the asseesseid

for impairment annually.

Property, plant and equipment

Property, plant and equipment is stated at costdesumulated depreciation and accumulated impairme
losses. Cost comprises the aggregate amount pdidha fair value of any other consideration giten
acquire the asset and includes costs directlybatable to making the asset capable of operating as
intended.

Depreciation is provided on all property, plant aglipment, other than freehold land, on a strdigkt
basis over its expected useful life as follows:

Freehold buildings at 2% per annum to their redidalues.
Fixtures and fittings over the term of the undewyproperty lease.

Plant and equipment over lives ranging betweendL ldhyears to write down the assets to their
residual value based on current prices for an aftbe age the plant and equipment is expected to
be at the end of its useful life.

The carrying values of property, plant and equipnage reviewed for impairment if events or chaniges
circumstances indicate the carrying value may motdroverable, and are written down immediately to
their recoverable amount. Useful lives and residadlles are reviewed annually and where adjustnassts
required these are made prospectively.
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An item of property, plant and equipment is deredsgd upon disposal or when no future economic
benefits are expected to arise from the continieedad the asset. Any gain or loss arising on deyeition
of the asset is included in the income statemetitdrperiod of derecognition.

Leases

Group as a lessee

Assets held under finance leases, which transfethéogroup substantially all the risks and benefits
incidental to ownership of the leased item, aratafiged at the inception of the lease, with a esponding
liability being recognised for the lower of therfaialue of the leased asset and the present vdltieeo
minimum lease payments. Lease payments are appedtibetween the reduction of the lease liabilitgt an
finance charges in the income statement so ashie\ara constant rate of interest on the remaibaignce

of the liability. Assets held under finance leaass depreciated over the shorter of the estimagetullife

of the asset and the lease term.

Leases where the lessor retains a significantqrodi the risks and benefits of ownership of theebare
classified as operating leases and rentals pagableharged in the income statement on a straighbhsis
over the lease term.

Group as a lessor

Where the group has spare capacity in offices hetter operating leases and where the head leas#ger
the group sub leases space acting in a lessor ibapdde rental income is recognised on a straliyiet
basis over the lease term and shown separately thengroup’s full obligation under the head opeati
lease.

Impairment of assets

The group assesses at each reporting date whet#reris an indication that an asset may be impaiiéd
any such indication exists, or when annual impaittesting for an asset is required, the group make
estimate of the asset’s recoverable amount. Ant'asszoverable amount is the higher of an asamt’s
cash-generating unit’s fair value less costs tbaa its value in use and is determined for anviddal
asset, unless the asset does not generate cashsitiat are largely independent of those fromradissets

or groups of assets. Where the carrying amountofsset exceeds its recoverable amount, the &sset i
considered impaired and is written down to its vecable amount. In assessing value in use, thmatsd
future cash flows are discounted to their presemties using a pre-tax discount rate that reflectsect
market assessments of the time value of moneylandgks specific to the asset. In determining Yaiue
less costs to sell, an appropriate valuation mdasleised, these calculations corroborated by valoati
multiples, or other available fair value indicatodsnpairment losses on continuing operations are
recognised in the income statement in those expeatsgories consistent with the function of the amgd
asset.

An assessment is made at each reporting date aghdéther there is any indication that previously
recognised impairment losses may no longer exishay have decreased. If such indication exists, the
recoverable amount is estimated. A previously ratsmgl impairment loss is reversed only if there lgen

a change in the estimates used to determine tle¢'sasscoverable amount since the last impairmess |
was recognised. If that is the case the carryinguanhof the asset is increased to its recoveraileuat.
That increased amount cannot exceed the carryinguaimthat would have been determined, net of
depreciation, had no impairment loss been recodnise the asset in prior years. Such reversal is
recognised in profit or loss. After such a revetha depreciation charge is adjusted in futuréquisrto
allocate the asset's revised carrying amount, Besg residual value, on a systematic basis over its
remaining useful life.

Provisions

A provision is recognised when the group has al legaonstructive obligation as a result of a pa&nt, it
is probable that an outflow of economic benefitd Wwe required to settle the obligation and a t#ba
estimate can be made of the amount of the obligatfahe effect is material, expected future célslvs

are discounted using a current pre-tax rate thlgicts, where appropriate, the risks specific ®lthbility.

Where the group expects some or all of a provismibe reimbursed, for example under an insurance
policy, the reimbursement is recognised as a stpasset but only when recovery is virtually certdihe
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expense relating to any provision is presentechénibcome statement net of any reimbursement. Where
discounting is used, the increase in the provisioe to unwinding the discount is recognised ananfie
cost.

Financial assets

Financial assets are recognised when the grouprecparty to the contracts that give rise to thathare
classified as financial assets at fair value thiopgpfit and loss; loans and receivables; held-&iumity
investments; or as available-for-sale financiab&ssas appropriate. The group determines theifitas®on
of its financial assets at initial recognition amthere allowed and appropriate, re-evaluates tsigthation
at each financial year-end. When financial assetsecognised initially, they are measured at V¥alue,
being the transaction price plus, in the case mdifcial assets not at fair value through profitlass,
directly attributable transaction costs. The graugmsiders whether a contract contains an embedded
derivative when the entity first becomes a partit.tdhe embedded derivatives are separated frenmdist
contract if it is not measured at fair value throygofit or loss and when the economic charactesisind
risks are not closely related to those of the lsositract. Reassessment only occurs if there isaagghin
the terms of the contract that significantly massifthe cash flows that would otherwise be required.

All regular way purchases and sales of financiaktsare recognised on the trade date, being thetut

the group commits to purchase or sell the assejulBeway transactions require delivery of asséthimw

the timeframe generally established by regulationcanvention in the market place. The subsequent
measurement of financial assets depends on thaaisification, as follows:

Loans and receivables

Loans and receivables are non-derivative finarasakets with fixed or determinable payments thanate
guoted in an active market, do not qualify as tigdissets and have not been designated as eithealtse
through profit and loss or available-for-sale. Sadsets are carried at amortised cost using tleetegé
interest method if the time value of money is digant. Gains and losses are recognised in thenieco
statement when the loans and receivables are dpmised or impaired, as well as through the amditisa
process.

Financial assets at fair value through profit osk

Financial assets classified as held for trading @thér assets designated as such on inceptioméeteléed
in this category. Financial assets are classifetield for trading if they are acquired for saldghia short
term. Derivatives, including separated embedded/akéres, are also classified as held for tradiméess
they are designated as effective hedging instrusnengs financial guarantee contracts. Assetsaréed
in the balance sheet at fair value with gains esds recognised in the income statement.

Available-for-sale financial assets

Available for sale financial assets are those nerivdtive financial assets that are designatedvadadble
for sale by the directors, taking into account stege of any marketing or sales activity to pronasteend
sale. After initial recognition, available-for-safimancial assets are measured at fair value watinsggor
losses being recognised as a separate componequiby until the investment is derecognised orluhg
investment is determined to be impaired at whiatetthe cumulative gain or loss previously repoited
equity is included in the income statement.

Impairment of financial assets

The group assesses at each balance sheet dateewhefimancial asset or group of financial asssts i
impaired.

Assets carried at amortised cost

If there is objective evidence that an impairmesslon assets carried at amortised cost has beemad,
the amount of the loss is measured as the differbetween the asset’s carrying amount and the mirese
value of estimated future cash flows (excludingifatcredit losses that have not been incurredpdiged

at the financial asset's original effective inté¢reste (i.e. the effective interest rate computedndaial
recognition). The carrying amount of the asseteduced, through the use of an allowance accourd. Th
amount of the loss is recognised in administratiosts.

If, in a subsequent period, the amount of the immpant loss decreases and the decrease can balrelate
objectively to an event occurring after the impann was recognised, the previously recognised
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impairment loss is reversed. Any subsequent relefsan impairment loss is recognised in the income
statement, to the extent that the carrying valuthefasset does not exceed its amortised cost aeversal
date.

In relation to trade receivables, a provision fopairment is made when there is objective evidgaaeh

as the probability of insolvency or significantdimce difficulties of the debtor) that the grouplwibt be
able to collect all of the amounts due under thgimeal terms of the invoice. The carrying amounttiod
receivable is reduced through use of an allowarceumnt. Impaired debts are derecognised when ttey a
assessed as irrecoverable.

Inventories

Inventories are stated at the lower of cost andrealisable value. Cost includes all costs incurired
bringing each product to its present location amaldition, as follows:

Raw materials, consumables and goods for resalech@ase cost on a first-in, first-out basis

Work in progress and finished goods — cost of dimaterials and labour plus attributable
overheads based on a normal level of activity,ediolg borrowing costs

Net realisable value is based on estimated sefiinte less any further costs expected to be induroe
completion and disposal.

Trade and other receivables

Trade receivables are recognised and carried dbtier of their original invoiced value and recoaiele

amount. Where the time value of money is mater@igivables are carried at amortised cost. Pravisio
made when there is objective evidence that thepgwall not be able to recover balances in full. 8ates
are written off when the probability of recoveryaissessed as being remote.

Amounts recoverable on contracts
Amounts recoverable on contracts represent revesemgnised to date less amounts invoiced to clients
Full provision is made for known or anticipated jpt losses.

Cash and cash equivalents

Cash and short-term deposits in the balance sloraprise cash at banks and in hand and short-term
deposits with an original maturity of three mon¢indess.

For the purpose of the consolidated cash flow statg, cash and cash equivalents consist of cashasid
equivalents as defined above, net of outstanding baerdrafts.

Income taxes

Current tax assets and liabilities are measuredeaamount expected to be recovered from or pattido
taxation authorities, based on tax rates and léat dre enacted or substantively enacted by thenobal
sheet date.

Deferred income tax is recognised on all tempodiifgrences arising between the tax bases of aasets
liabilities and their carrying amounts in the fiéal statements, with the following exceptions:

where the temporary difference arises from thaainitecognition of goodwill or of an asset or
liability in a transaction that is not a busineesnbination that at the time of the transactioncfe
neither accounting nor taxable profit or loss;

in respect of taxable temporary differences assetiwith investments in subsidiaries, associates
and joint ventures, where the timing of the revieo$ahe temporary differences can be controlled
and it is probable that the temporary differencébnet reverse in the foreseeable future; and

deferred income tax assets are recognised onlget@xtent that it is probable that taxable profit
will be available against which the deductible tengpy differences, carried forward tax credits or
tax losses can be utilised.
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Deferred income tax assets and liabilities are omealson an undiscounted basis at the tax ratesateat
expected to apply when the related asset is reatiséability is settled, based on tax rates awld enacted
or substantively enacted at the balance sheet date.

The carrying amount of deferred income tax assetsviewed at each balance sheet date. Deferredinc
tax assets and liabilities are offset, only if gaily enforcement right exists to set off curresat assets
against current tax liabilities, the deferred ineomaxes relate to the same taxation authority dad t
authority permits the group to make a single ngthpnt.

Income tax is charged or credited directly to ggifitit relates to items that are credited or clegkdo
equity. Otherwise income tax is recognised in tttdime statement.

Derecognition of financial assets and liabilities

A financial asset or liability is generally dereotgpd when the contract that gives rise to it tHesh sold,
cancelled or expires.

Where an existing financial liability is replacey énother from the same lender on substantialliexift
terms, or the terms of an existing liability ardstantially modified, such an exchange or modifaais
treated as a derecognition of the original liapiend the recognition of a new liability, such thhée
difference in the respective carrying amounts togetwith any costs or fees incurred are recognised
profit or loss.

Derivative financial instruments and hedging

The group uses derivative financial instrumentshsas forward currency contracts to hedge its risks
associated with foreign currency fluctuations. Sdehvative financial instruments are initially cemised

at fair value on the date on which a derivativetast is entered into and are subsequently re-medsat
fair value. Derivatives are carried as assets wherfair value is positive and as liabilities white fair
value is negative.

Pensions
Contributions to defined contribution schemes aeognised in the income statement in the period in
which they become payable.

Revenue recognition

Revenue, comprising sales of products and sent@ekird parties, is recognised to the extent thad
probable that the economic benefits will flow taethroup and the revenue can be reliably measured.
Revenue is measured at the fair value of the cerihn received, excluding discounts, rebates, \&Ad
other sales taxes. The following criteria must dleanet before revenue is recognised:

Software licenses
Revenue on software licences is recognised wheaf #ile following criteria are met:

Persuasive evidence of an arrangement exists,asuatsigned contract or purchase order;

Delivery has occurred and no future elements tadlavered are essential to the functionality of
the delivered element;

The fee is fixed or determinable; and
Collectibility is probable.

Rendering of services

Revenue from the provision of professional seryicgh as implementation, development, training and
consultancy, is recognised rateably as the seramperformed.

Subscriptions and maintenance
Revenue from subscription and maintenance serisaegognised rateably over the period of the @mtr
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Solution sales

Contracts for the delivery of solutions with muléipelements, typically involving software licences,
rendering of services, subscriptions and maintemanardware are unbundled where possible and revenu
is recognised based on the accounting policy apipliicto each constituent part.

Where objective unbundling of a solution is notgibke, revenue is recognised as that proportiothef
total contract value which costs incurred to daterbto total expected costs for that contract. fitPi®

recognised on such contracts, if the final outcaare be assessed with reasonable certainty, bydimgjun

the income statement revenue and related costenésict activity progresses.

Interest income

Interest income is recognised as finance revenumt@®st accrues using the effective interest owktiihe
effective interest rate is the rate that exactcdunts estimated future cash receipts througlexpected
life of the financial instrument to its net carrgiamount.

Rental income

Rental income arising from operating leases onstnent properties is accounted for on a straigi-li
basis over the lease term.

Share-based payments

Equity-settled transactions

The cost of equity-settled transactions with emp&syis measured by reference to the fair valulecatiate
at which they are granted and is recognised axp@nse over the vesting period, which ends on #te d
on which the relevant employees become fully exditb the award.

Fair value of awards with a market condition bagedormance target is determined by an externaleval
using a Monte Carlo simulation pricing model. Inumag equity-settled transactions, no account ke taof

any vesting conditions, other than conditions lohke the price of the shares of the company (market
conditions).

Fair value of awards with a financial result bapedformance target is determined by managemengusin
the Black Scholes pricing model.

No expense is recognised for awards that do nanately vest, except for awards where vesting is
conditional upon a market condition, which are tiedlaas vesting irrespective of whether or not tlaeket
condition is satisfied, provided that all other tugg conditions are satisfied.

At each balance sheet date before vesting, the letireiexpense is calculated, representing thenéxee
which the vesting period has expired and managémbast estimate of the achievement or otherwise of
non-market conditions and of the number of equistruments that will ultimately vest or, in the ead an
instrument subject to a market condition, be trbads vesting as described above. The movement in
cumulative expense since the previous balance slaetis recognised in the income statement, with a
corresponding entry in equity.

Where the terms of an equity-settled award are fieadior a new award is designated as replacing a
cancelled or settled award, the cost based onrigmal award terms continues to be recognised tver
original vesting period. In addition, an expenseeisognised over the remainder of the new vestaripgd

for the incremental fair value of any modificatidmsed on the difference between the fair valuthef
original award and the fair value of the modifiedaad, both as measured on the date of the modditat
No reduction is recognised if this difference igave.

Where an equity-settled award is cancelled, itéated as if it had vested on the date of canaailaand
any cost not yet recognised in the income statenfientthe award is expensed immediately. Any
compensation paid up to the fair value of the avarthe cancellation or settlement date is dedufcted
equity, with any excess over fair value being gdas an expense in the income statement.

The share-based payment expense is recognisedstdf @ost and the associated credit entry is made
against equity.

The group has taken advantage of the exemptioRR$I1 in respect of equity-settled awards so appdy
IFRS 2 only to those equity-settled awards gramiéer 7 November 2002 that had not vested before 1
January 2005.
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Changes in accounting policy
The accounting policies adopted are consistent thitke of the previous financial year except ds¥:
The following new standards have been adopted endfective for the current year:

IFRIC 11 ‘Group Cash-settled Share-based Paymentshictions’. The group did not have any cash-settle

share-based payment transactions during the yesrdeBl December 2008 (2007: none) therefore the
adoption of this pronouncement has not impactedcthgsification or measurement of the group’s asset

and liabilities, nor has it resulted in any addiabdisclosure.

IFRIC 12 ‘Service Concession Arrangements’. Theugrdid not have any service concession during the
year ended 31 December 2008 (2007: none) therdferadoption of this pronouncement has not impacted
the classification or measurement of the group&etssand liabilities, nor has it resulted in angliadnal
disclosure.

IFRIC 14 ‘IAS19 — The Limit on a Defined Benefit #et, Minimum Funding Requirements and their
Interaction’. The group did not have a Defined B#nmension scheme during the year ended 31 Decembe
2008 (2007: none) therefore the adoption of thisnpuncement has not impacted the classification or
measurement of the group’s assets and liabilitieshas it resulted in any additional disclosure.

New standards and interpretations not applied

IASB and IFRIC have issued the following relevatanslards and interpretations with an effective date
after the date of these financial statements:

Standard or Title
interpretation

Effective from 1 January 2009

IAS 1 Presentation of Financial Statements (reyised

IAS 23 Amendment — Borrowing Costs

IAS 32 and IAS 1 Amendment — Puttable Financiatrimeents and Obligations Arising on
Liquidation

IFRS 1 and IAS 27 Amendments - Cost of Investmei8aparate Financial Statements

IFRS 2 Amendment to IFRS 2 — Vesting Conditions @adcellations

IFRS 8 Operating Segments

Annual improvements| Improvements to IFRSs

IFRIC 15 Agreements for the Construction of RedhEes

IFRS 7 Amendments to IFRS 7 - Improving Discloswabeut Financial Instruments

Effective from 1 July 2009

IAS 27 Consolidated and Separate Financial Statenfesvised)
IAS 39 Amendment — Eligible Hedged Items

IFRS 3 Business Combinations (revised)

IFRIC 17 Distribution of Non-Cash Assets to Owners

IFRIC 18 Transfer of Assets from Customers

Page 41



Gresham Computing Plc NOTES TO FINANCIAL STATEMENTS

Standard or Title
interpretation

Effective for periods endingon or after 30 June 2009

IFRIC 9 and IAS 39| Amendments to IFRIC 9 and IAS-Embedded derivatives

Whilst the revised IAS 1 will have no impact on timeasurement of the group’s results or net asséds i
likely to result in certain changes in the prestoiteof the group’s financial statements from 2@d®vards.
IFRS 8 requires disclosure based on informatiosgmted to the board. This is not expected to chdrge
business segments about which information is givEime group has one customer in the real time &izhn
solutions segment that accounted for 11% of greupmues in 2007 and had less than 10% in 2008.

The amendment to IFRS 2 restricts the definitiorvesting conditions to include only service coratis
(requiring a specified period of service to be ctatgrl) and performance conditions (requiring theeot
party to achieve a personal goal or contributedioieving a corporate target). All other features aot
vesting conditions, and whereas a failure to agh&wch a condition was previously regarded asfeaifore
(giving rise to a reversal of amounts previouslarged to profit) it must be reflected in the greate fair
value of the award and treated as a cancellatiticharesults in either an acceleration of the etqubc
charge, or a continuation over the remaining vegstiariod, depending on whether the condition iseund
the control of the entity or counterparty. The adraant is mandatory for periods beginning on orrafte
January 2009 and the group is currently assestrignpact on the financial statements, although itot
expected to be material.

The group does not anticipate early adopting thvésee IFRS 3 and so will apply it prospectivelyatt
business combinations on or after 1 January 2016iIstMt is not possible to estimate the outcome of
adoption, the key features of the revised IFRSclude a requirement for acquisition-related costbé
expensed and not included in the purchase priadf@ncontingent consideration to be recognisethiat
value on the acquisition date (with subsequent ghamecognised in the income statement and not as a
change to goodwill). The standard also changesréament of non-controlling interest (formerly rority
interests) with an option to recognise these atféil value as at the acquisition date and a meguént for
previously held non-controlling interests to be faalued as at the date control is obtained, wiimg and
losses recognised in the income statement.

IAS 27 revised is effective for annual periods begig on or after 1 July 2009, with earlier appiica
only permitted when the revised IFRS 3 is appliHok revised standard applies retrospectively wotines
exceptions. I1AS 27 revised no longer restricts dllecation to minority interest of losses incurrey a
subsidiary to the amount of the non-controlling igginvestment in the subsidiary. A partial displosh
equity interest in a subsidiary that does not teisub loss of control will be accounted for asexqquity
transaction and will have no impact on goodwill molt it give rise to any gain or loss. Where thésdoss

of control of a subsidiary, any retained interest lave to be re-measured to fair value, which wmipact
the gain or loss recognised on disposal. The grsupurrently assessing the impact on its financial
statements from adopting IAS 27 revised.

The Directors do not anticipate that the adoptibthe remaining standards and interpretations heille a
material impact on the group’s financial statemémtte period of initial application.

* The effective dates stated here are those gindghe original IASB/IFRIC standards and interprietas.
As the group prepares its financial statementc@omlance with IFRS as adopted by the EuropeantrJnio
the application of new standards and interpretatioitl be subject to their having been endorsedufi® in
the EU via the EU Endorsement mechanism. In theorityjof cases this will result in an effective éat
consistent with that given in the original standardnterpretation but the need for endorsemeriticts the
group’s discretion to early adopt standards.
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Revenue

Revenue disclosed in the income statement is agdlys follows:

2008 2007
£000 £000
Rendering of services 13,894 13,423
Finance revenue 71 107

13,965 13,530

Segment information

Segments

The primary segment reporting format is determittietie geographical segments as the group’s ristts an
rates of return are affected predominantly by déffees in geography. Secondary segment informagion
reported by business segment. The operating bssisese organised and managed separately acctoding
geography, with each segment representing a sitdiaginess unit that offers the Clareti rangead@itions

to market.

The group’s geographical segments are based onotla¢ion of the group’s assets. Sales to external
customers disclosed in geographical segments aedban the geographical location of its customars a
destination. The geographical segments relate guifynto operations in the following countries: Asi
Pacific: Australia and Malaysia; EMEA: UK and Nogth Europe; North America: United States of
America, Canada and the Caribbean.

The real time financial solutions segment is a $§apmf solutions predominantly to the finance and
banking markets. Included within the real timeafigial solutions segment is the group’s IT staff
placement business and, because this businessibcbesr significant revenues, certain additional
information concerning the results of this businkage been provided to aid understanding of theadive
segment results. The storage solutions segmensigplier of solutions predominantly to the entemp
level storage market.

Transfer prices between segments are set on as é&ngth basis in a manner similar to transactioitis
third parties. Segment revenue, segment expenseegment result include transfers between business
segments. Those transfers are eliminated in cataain.

The results of Redstone Software Inc, a subsidiithe group disposed of on 2 September 2008 (ste n
16), consolidated by the group prior to the dispasa included in the North America and the Reahdi
Financial Solutions segments shown in the follonanglysis.

Primary reporting format - geographical segments

The following tables present revenue and profiglasd certain asset and liability information reigag the
group’s geographical segments for the years endedd&ember 2008 and 2007, all of which are
continuing.

Revenue by source Year ended 31 December 2008 Year ended 31 Decer@bér 2
Sales t Sales t
Segment Inter-segment externa Segment Inter-segment  externa
revenue sales customers revenue sales customers
£'000 £'000 £'000 £'000 £'000 £'000
Asia Pacific 3,085 (543) 2,542 2,034 (755) 1,279
EMEA 7,479 (8) 7,471 8,203 (14) 8,189
North America 4,713 (832) 3,881 5,770 (1,815) 3,955
15,277 (1,383) 13,894 16,007 (2,584) 13,423
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Revenue by destination 2008 2007
£'000 £'000
Asia Pacific 2,491 1,107
EMEA 8,216 9,157
North America 3,187 3,159
13,894 13,423
Result by segment Year ended 31 December 2008 Year ended 31 Decerbér 2
Asia EMEA North Total Asia EMEA North Total
Pacific America Pacific America
£'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000
Segment result 132 678 (371) 439 (555) (272) (406) @,23
Unallocated expenses (1,258) (1,720)
Trading loss (819) (2,953)
Profit on disposal o
subsidiary undertakir 599 0
Net finance revenue 69 84
Loss before income tax (151) (2,869)
Income tax credit 181 449
Net profit / (loss) for the ye 30 (2,420
Assets by segment Year ended 31 December 2008 Year ended 31 Decer@b@r 2
Asia EMEA North Total Asia EMEA North Total
Pacific America Pacific America
£'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000
Segment assets 2,135 4,991 3,594 10,720 1,670 5,684 2,911 10,265
Unallocated assets 2,356 3,592
Total assets 13,076 13,857
Segment liabilities (352) (2,506) (1,938) (4,796) (690) (3,863) (1,814) (6,367)
Unallocated liabilities (423) (69)
Total liabilities (5,219) (6,436)
Other segment Year ended 31 December 2008 Year ended 31 Decerb@r 2
information Asia EMEA North Total Asia EMEA North Total
Pacific America Pacific America
£'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000
Capital expenditure:
Tangible assets 140 33 132 305 9 42 273 324
Intangible assets 0 325 1,030 1,355 0 121 541 662
140 358 1,162 1,660 9 163 814 986
Depreciation 18 53 208 279 18 74 111 203
Amortisation 8 424 273 705 15 331 192 538
Impairment losses 0 36 0 36 0 0 0 0

Unallocated assets and liabilities comprise centaoperty, plant and equipment, cash, finance kasel

taxation.
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Secondary reporting format - business segments

The following tables present revenue, expenditurd eertain asset information regarding the group’s
business segments for the years ended 31 Dece®@@&rahd 2007.

Revenue by business segment 2008 2007

£'000 £'000
Real Time Financial Solutions 11,475 10,969
Storage Solutions 2,419 2,454

13,894 13,423

Included in the Real Time Financial Solutions basssegment is:
£2,790,000 (2007: £2,952,000) of revenue in respieitte IT staff placement business;

£344,000 (2007: £509,000) of revenue in respe&eafstone Software Inc, which was disposed of
on 2 September 2008; and

£nil (2007: £156,000) of revenue in respect of Gaes SA, which was closed in the year.

Other information Year ended 31 December 2008 Year ended 31 Decerab@r 2
Real Time Real Time
Financia Financia
Assets by business segment Solution Storag Total  Solution: Storag: Total
£'000 £'000 £'000 £'000 £'000 £'000
Segment assets 7,780 2,940 10,720 8,126 2,139 10,265
Unallocated assets 2,356 3,592
Total assets 13,076 13,857

Capital expenditure:

Tangible assets 173 132 305 69 255 324
Intangible assets 325 1,030 1,355 121 541 662
498 1,162 1,660 190 796 986

Unallocated assets and liabilities comprise cenpaoperty, plant and equipment, cash, finance kase
taxation.

Page 45



Gresham Computing Plc NOTES TO FINANCIAL STATEMENTS

5.  Group trading loss
This is stated after charging / (crediting):

2008 2007
£'000 £'000
Research and development costs written off 716 900
Amortisation of deferred development costs recognised in administrative expenses 702 517
Total research and development costs 1,418 1,417
Depreciation of property, plant and equipment 279 203
Impairment of property, plant and equipment 36 0
Amortisation of intangible assets (excluding development costs) 3 21
Total depreciation and amortisation expense 318 224
Net foreign currency differences - losses (299) (21)
Operating lease payments

Minimum lease payments 564 637
Sublease payments (53) (179)
511 458

Increase / (decrease) in provision for impairment of trade receivables
recognised in administrative expenses 31 (13)

During the year ended 31 December 2008, the grestpuctured a number of business lines with theadim
significantly reducing the cost base and increagimgs. The associated one off restructuring adstng
from this exercise totalled approximately £150,00@008 and is included within administrative expes
(2007: £700,000).

6. Auditors’ remuneration

The group paid the following amounts to its auditor respect of the audit of the financial statetmemd
for other services provided to the group.

2008 2007

£000 £'000

Audit of the group financial statements 25 25
Other fees to auditors - auditing the accounts of subsidiaries 65 64
- other services pursuant to legislation 0 0

65 64
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Staff costs and directors’ emoluments

(a) Staff costs

Wages and salaries
Social security costs
Other pension costs

2008 2007

£'000 £'000
6,719 7,224
746 815
292 355
7,757 8,394

Included in wages and salaries is a total expefisshare-based payments of £155,000 (2007: £42,000
expense) all of which arises from transactions actzd for as equity-settled share-based payment

transactions.

The average monthly number of employees durinydiae was made up as follows:

2008 2007
Management 20 21
Administration 20 22
Technical 82 93
122 136
(b) Directors’ emoluments
2008 2007
£'000 £'000
Directors' emoluments including pension contributions 511 951
Number of directors accruing benefits under defined contribution schemes 3 3
Finance costs / revenue
2008 2007
Finance costs £000 £'000
Finance charges payable under finance leases 0 0
Other bank charges 2 11
Change in fair value of SQS warrants 0 12
Total finance costs 2 23
Finance revenue
Bank interest receivable 54 107
Profit on derecognition of SQS warrants 17 0
Total finance revenue 71 107

Page 47



Gresham Computing Plc

NOTES TO FINANCIAL STATEMENTS

Taxation

(a) Tax on loss on ordinary activities

Tax (credited) / charged in the income statement

2008 2007
£'000 £'000
Current income tax
UK Corporation tax credit (281) (184)
Foreign Corporation tax charge 66 37
Foreign with-holding tax charge 34 29
(181) (118)
Amounts over provided in previous years - UK 0 (357)
Amounts over provided in previous years - Overseas 0 26
Total current income tax (181) (449)
Deferred tax - -
Total credit in the income statement (181) (449)
(b) Reconciliation of the total tax charge
The tax credit in the income statement for the ygdower than the standard rate of corporationitathe
UK of 28.5% (2007 — 30%). The differences are neded below:
2008 2007
£'000 £'000
Loss before taxation (151) (2,869)
Accounting loss multiplied by the UK standard rate of
corporation tax of 28.5% (2007: 30%) (43) (861)
Expenses not deductible for tax purposes 50 89
Temporary difference on share based payments 40 73
Increase in losses carried forwards 149 413
R&D tax credit - current year (280) (184)
R&D tax credit - prior year 0 (357)
Losses surrendered for R&D tax credit - current year 527 345
Losses surrendered for R&D tax credit - prior year 0 260
R&D enhanced relief (204) (115)
Movement on unrecognised temporary differences (383) (125)
Income not taxable (136) 0
Overseas tax 99 19
Other 0 (6)
Total tax credit reported in the income statement (181) (449)

Factors that may affect current tax charges

From 1 April 2008 the Company’s rate of corporatiar on profits reduced from 30% to 28% as a resfult
changes enacted in the Finance Act 2007. The compas used an adjusted rate of 28.5% for the year

ended 31 December 2008 to reflect this change.

(c) Unrecognised tax losses

The group has tax losses that are available initigdfinfor offset against future taxable profits thfe
companies in which the losses arose as analys@) below. Deferred tax assets have not been résegn
in respect of these losses as they may not betoseffiset taxable profits elsewhere in the groug drey
have arisen in subsidiaries that have been lossamgddr some time.
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(d) Temporary differences associated with group in vestments

At 31 December 2008, there was no recognised a@efdex liability (2007: Nil) for taxes that woulceb
payable on the un-remitted earnings of certairhefdroup’s subsidiaries, as the group has detednitret
undistributed profits of its subsidiaries will o distributed in the foreseeable future.

The temporary differences associated with investmansubsidiaries for which deferred tax liabilligs
not been recognised aggregate to £nil (2007: £nil).

(e) Deferred tax
Recognised deferred tax
There is no deferred tax included in either theugrbalance sheet or group income statement (200). £

Unrecognised potential deferred tax assets
The deferred tax not recognised in the group balaheet is as follows:

2008 2007

£'000 £'000
Depreciation in advance of capital allowances 98 65
Share-based payments temporary differences 51 73
Other temporary differences 225 766
Tax losses 3,790 3,618
Unrecognised deferred tax asset 4,164 4,422
Gross tax losses unrecognised 13,535 12,564

Earnings / (loss) per ordinary share

Basic earnings/(loss) per share amounts are ctéculyy dividing net profit or loss for the yearriititable
to ordinary equity holders of the parent by theghétd average number of ordinary shares outstanding
during the year.

Diluted loss per share amounts are calculated bigidg the net profit or loss attributable to aovdiy
equity holders of the parent by the weighted aweragmber of ordinary shares outstanding during/éds
plus the weighted average number of ordinary shdraswould be issued on the conversion of all the
dilutive potential ordinary shares into ordinaryasts except when such dilutive instruments wouttlice

the loss per share.

The following reflects the earnings / (loss) andrghdata used in the basic and diluted loss peesha
computations:

2008 2007

£000 £000
Earnings/(loss) attributable to equity holders of the parent 30 (2,420)

2008 2007
Basic weighted average number of shares 52,850,890 51,042,671
Dilutive potential ordinary shares:

Employee share options - -
Diluted weighted average number of shares 52,850,890 51,042,671
Basic earnings/(loss) per share - pence 0.06 (4.74)
Diluted earnings/(loss) per share - pence 0.06 (4.74)

The employee share options are not dilutive becau2907 they would reduce the loss per share and i
2008 they were ‘out-of-the-money’. There have beenother transactions involving ordinary shares or
potential ordinary shares between the reportinge datd the date of completion of these financial
statements.
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11.

12.

Dividends paid and proposed

No dividends were declared or paid during the yea no dividends are proposed for approval at (B&A

(2007: None).

Property, plant and equipment

31 December 2007 Land and Fixtures Plant and Total
buildings and fittings equipment

Cost: £'000 £'000 £'000 £'000

At 1 January 2007 1,298 531 2,190 4,019

Additions 0 0 324 324

Disposals 0 0 (514) (514)

Exchange adjustment 0 3 50 53

At 31 December 2007 1,298 534 2,050 3,882

Depreciation:

At 1 January 2007 (402) (507) (1,915) (2,824)

Charge for year 0 (16) (187) (203)

Disposals 0 0 514 514

Exchange adjustment 0 0 (42) (42)

At 31 December 2007 (402) (523)  (1,630)  (2,555)

Net carrying amount:

At 31 December 2007 896 11 420 1,327

At 1 January 2007 896 24 275 1,195

31 December 2008 Land and Fixtures Plant and Total

buildings and fittings equipment

Cost: £'000 £'000 £'000 £'000

At 1 January 2008 1,298 534 2,050 3,882

Additions 0 10 295 305

Transfer in from inventories 0 0 100 100

Disposal of subsidiary undertakings (note 16) 0 0 (42) (42)

Transfer to assets held for sale (1,298) 0 0 (1,298)

Exchange adjustment 0 22 434 456

At 31 December 2008 0 566 2,837 3,403

Depreciation and impairment:

At 1 January 2008 (402) (523) (1,630) (2,555)

Charge for year 0 (20) (269) (279)

Impairment charge (36) 0 0 (36)

Disposal of subsidiary undertakings (note 16) 0 27 27

Transfer to assets held for sale 438 0 0 438

Exchange adjustment 0 (22) (324) (346)

At 31 December 2008 0 (555) (2,196) (2,751)

Net carrying amount:

At 31 December 2008 0 11 641 652

At 1 January 2008 896 11 420 1,327
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Transfer to non-current assets held for sale

In the second half of 2008, a decision was takesetbthe freehold property owned by the group. past
of this process the directors obtained a numbeinditative asset valuations and in the light ofsthe

valuations booked an impairment charge of £36,000rite down the property to its estimated recobkra
value.

In January 2009, the group received a firm offartfee property and heads of terms were exchanged in
February 2009. As a result, the property has hemersferred from property, plant and equipmenttst i
carrying value to non-current assets held for sa@entracts for sale were exchanged on this prgpart
April 2009 as noted in the Directors’ Report.

Assets held under finance leases

The carrying value of plant and equipment held wnfileance leases and hire purchase contracts at
31 December 2008 was £90,000 (2007: £nil). Add#idaring the year include £92,000 (2007: £nil) of
plant and equipment held under finance leases @edplrchase. Depreciation during the year includes
£2,000 (2007: £nil) of plant and equipment heldanfihance leases and hire purchase.

Intangible assets

31 December 2007 Development  Patents and Goodwill Total
costs licences

Cost: £'000 £'000 £'000 £'000

At 1 January 2007 4,993 1,143 1,004 7,140

Additions 658 4 0 662

Exchange adjustment 7 0 78 85

At 31 December 2007 5,658 1,147 1,082 7,887

Amortisation and impairment:

At 1 January 2007 (145) (1,116) 0 (1,261)
Charge for year (517) (22) 0 (538)
Impairment charge 0 0 0 0
Disposals 0 0 0 0
Exchange adjustment (2) 0 0 (2)
At 31 December 2007 (664) (1,137) 0 (1,801)
Net carrying amount:

At 31 December 2007 4,994 10 1,082 6,086
At 1 January 2007 4,848 27 1,004 5,879
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14.

31 December 2008 Development  Patents and Goodwill Total
costs licences
Cost: £'000 £'000 £'000 £'000
At 1 January 2008 5,658 1,147 1,082 7,887
Additions 1,350 5 0 1,355
Disposals (95) (261) 0 (356)
Exchange adjustment 11 0 90 101
At 31 December 2008 6,924 891 1,172 8,987

Amortisation and impairment:

At 1 January 2008 (664) (1,137) 0 (1,801)
Charge for year (702) 3) 0 (705)
Disposals 82 261 0 343
Exchange adjustment (14) 0 0 (14)
At 31 December 2008 (1,298) (879) 0 (2,177)
Net carrying amount:

At 31 December 2008 5,626 12 1,172 6,810
At 1 January 2008 4,994 10 1,082 6,086

Development costs

Development costs are internally generated anadapéalised at cost. These intangible assets haee
assessed as having a finite life and are amortiselstraight line basis over their useful liv8$iese assets
are tested for impairment where an indicator ofampent arises and annually prior to them beingenad
available for use. These costs are amortised tbe@r useful economic lives of 2 to 10 years (2070 20
years). The change in estimated useful life fréhy@ars to 10 years is discussed in note 14.

Patents and licences

Patents and licences are the third party costgnedun seeking and obtaining protection for ceriaif the
group’s products and services. These intangibdetashave been assessed as having a finite lifeuand
being amortised evenly over their useful econornfie, Ito a maximum of 10 years. Patents have a
remaining life of 7 years and licences have norki@aining (and are fully written down).

Derecognition of intangible assets

The disposal from development costs is associaitd the sale of Redstone Software Inc. The loss of
£13,000 arising from this derecognition was measaethe difference between the net disposal pdscee
and the carrying amount of the asset and was résma)in the income statement as a cost of the Beelst
disposal (see note 16).

The disposal from patents and licenses is assdcwith the closure of Gresham SA and derecognitibn
the associated fully written down licenses fromabeounts. No profit or loss arose on this dersitiog.

Impairment of goodwill and intangibles

Goodwill

Goodwill acquired through business combinationsiiesen allocated to one individual cash-generatiity u
(“CGU"), the lowest level at which goodwill is mdared for internal management purposes, for
impairment testing.

Asia Pacific real-time financial solutions cash-geating unit

The recoverable amount of this CGU has been detedrtiased on a value in use calculation. To catieul
this, cash flow projections are based on finanbiadgets approved by the board and take accountsof a
year period. The discount rate applied to casl fioojections is 12% (2007: 7%) and cash flows lnelyo
the 5 year period are extrapolated using a 1% droate (2007: 5%) that is a prudent approximatmthe
long term average growth rate for the real-timeaificial solutions market. The change in rates epble

to 2008 reflects changes in the relevant economy.
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Carrying amount of goodwiill

2008 2007
£'000 £'000
Asia Pacific real-time financial solutions CGU 1,172 1,082

Key assumptions used in the value in use calculstio

Key assumptions are made by management based bexpasience taking into account external sourdes o
information around gross margins, growth ratesdiadount rates for similar businesses.

The calculation of value in use is most sensitivagsumptions around:

Gross marginsbased on average values achieved in the thres gesceding the start of the budget period,;
Growth rates based on internally estimated growth rates fer narket and the business offerings; and
Discount rate based on the pre tax weighted average cost datapthe CGU.

Sensitivity to changes in assumptions

There are no reasonably possible changes in thessymptions which could cause the carrying vafue o
the unit to exceed its recoverable amount.

Development costs (finite life)

Development costs are allocated to individual agesherating units, being the lowest level at whivkse
intangible assets are monitored for internal mameye purposes, for impairment testing on an anbasis
prior to being made available for use or soonerrettsn indicator of impairment exists. The follogin
table summarises the net book value of developowsis across both primary and secondary segments:

2008 2007
Real-time  Storage Total Real-time  Storage Total
financial financial

£'000 £'000 £'000 £'000 £'000 £'000

Asia Pacific 27 0 27 42 0 42
EMEA 3,465 0 3,465 3,662 0 3,562
North America 0 2,134 2,134 33 1,357 1,390
Net book value 3,492 2,134 5,626 3,637 1,357 4,994

The total value of development costs not yet altgléor use at 31 December 2008 is £69,000 (200i1), £
which have been reviewed and are not considerée impaired. The recoverable amount of development
costs allocated to CGUs has been determined basea walue in use assessment and the cashflows
generated. In determining the recoverable amdumtntost recent budgets approved by the board have
been used as a basis for estimating future cagls flo

Key assumptions used in the value in use calculations

Where the development costs relate to productslatisns that will be sold in an existing known tetr
past experience is used as a guide to the levehles achievable, growth rates and associated msargi
Where the development costs relate to productslatisns that will be sold into a new or emergingriket
past experience with similar products or solutim&ombined with relevant information from external
market sources, such as competitor pricing andudgsons with potential customers, in arriving & litvel

of sales achievable, growth rates and associategimsa The recoverable amount of development dusss
been considered over only a 5 year period takitg @&tcount the relatively fast moving nature of the
markets in which the products and solutions willdeployed. Growth rates in excess of 5% (2007:10%)
are considered achievable once the product orignlig established in a market over a 5 year period
Discount rates of 12% (2007: 7%) based on the pxeweighted average cost of capital of the cash
generating unit is expected to apply in respedtinfre cash flows.

The calculation of value in use for both units isstnsensitive to assumptions around the timing and
guantum of sales arising from the intangible wheadenavailable for use and therefore the recoverable
amount is highly sensitive to levels of future sdtaling below expectations and budgets.
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Sensitivity to changes in key assumptions

Other than disclosed below the directors belieet tto reasonably possible change in any of theakey
assumptions would cause the cash generating uexdeed its recoverable amount.

At 31 December 2008, the date of the Group’s anmaphirment review, the estimated recoverable amoun
of the Storage Solutions CGU exceeded its carrymge by £163,000. The table below shows the key
assumptions used in the value in use calculatigntla® amount by which each must change in isolation
order for the estimated recoverable amount to bealeq its carrying value.

Assumptions used  Change required
in value in use for carrying value
calculation to equal
recoverable amount

Change in year 1 cash flow n/a Decrease of 7.0%
Pre-tax discount rate % 12.0% Increase of 2%
Short term growth rate % (years 1 to 5) 5.0% Dexzed 3.0%

Change to expected useful life

During the year, the economic life of certain depehent costs was reviewed in light of the fundament
changes seen in the banking market. The directmsider that the ‘credit crunch’ introduced a rievel

of uncertainty into the banking markets requiringe&ision to the estimate of useful economic life o
related intangible assets down from 20 years, ctfig the previously stable environment, to 10 gear
reflecting the new world of banking. The impacttbis change in accounting estimate is to increhse
amortisation charge in the year, and subsequens yieg £180,000.

Inventories and financial assets

Inventories
2008 2007
£'000 £'000
Goods for resale 20 100
20 100

Inventories comprised the third party hardware ssagy for deployment of certain Storage solutions.
During the year, £100,000 of hardware was deresegiirom inventories and recognised as properantpl
and equipment where it is being depreciated ogaeinaining economic life. This treatment betédlects
the actual experience of use of these assets vilibibusiness as proof of concept machines ratlaer as
machines for resale.

Financial assets

2008 2007
£'000 £'000

Financial assets - current
SQS warrants (see Note 21) 0 20
0 20
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Investments

Details of group undertakings

Details of the investments in which the group hd@@%o or more of the nominal value of any classhaire
capital are as follows:

Name of subsidiary Country of Holding Proportion of Nature of Business
company incorporation (shares)  voting rights and

shares held
Gresham Computer Services Limited England Ordinary 100% Real time financial solutions
Gresham Financial Systems Limited England Ordinary 100% Real time financial solutions
Gresham Consultancy Services Limited England Ordinary 100% Real time financial solutions
Gresham Computing Inc USA Ordinary 100% Real time financial solutions
Gresham Enterprise Storage Inc USA Ordinary 100% Storage
Online Financial Services Inc Canada Ordinary 100% Real time financial solutions
Gresham Computing Pty Limited Australia Ordinary 100% Real time financial solutions
Gresham Software Labs Pty Limited (1) Australia Ordinary 100% Real time financial solutions
Gresham Computing Sdn Bhd (1) Malaysia Ordinary 100% Real time financial solutions

(1) held by a subsidiary undertaking

Disposal of Redstone Software Inc

On 2 September 2008, Gresham signed and complatedraement to effect the disposal of Redstone, a
company in which Gresham held a 91% equity shaezdat. Consideration comprised a fixed element of
£5,000 for the shares owned by the group and £895/0 settlement of an intercompany balance with a
fellow subsidiary of Redstone (“Fixed Considerafjon In addition, consideration included a variable
future payment (“Variable Consideration”) for theases contingent on certain sales made by Redstone
the period from disposal to 31 December 2008. cAlisideration was paid in cash prior to the enthef
period and no further Variable Consideration iscipated.

The disposal has not been disclosed as a discedtinperation since the business did not represent a
separate major line of business.

Assets and liabilities disposed of other than cash

£000
Intangible fixed assets 13
Tangible fixed assets 15
Current assets 26
Current liabilities (11)
Deferred income (108)
Total assets and (liabilities) disposed of other than cash and cash equivalents (65)
Cash and cash equivalents relating to the disposal
£'000
Disposal consideration discharged by means of cash Fixed consideration 500
Variable consideration 27
527
Cash and cash equivalents in Redstone on disposal (12)
Net cash inflow from disposal of subsidiary undertaking 515
Costs relating to the disposal (106)
Net cash inflow from disposal of subsidiary undertaking after costs 409
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Profit on disposal of Redstone Software Inc

£'000

Total consideration 515
Net liabilities (excluding cash) disposed 65
580

Costs relating to the disposal (106)
Deferred cumulative foreign exchange transferred from equity 125
Net profit on disposal of Redstone 599

Closure of Gresham SA

Gresham SA formed an immaterial part of the grospdsage business focused on the French market. Th
group placed the company into solvent liquidatiod she business and its assets were derecognized fr
the financial statements in the year. Due to theywmall size of the business, derecognition had n
material impact on the financial statements othantthe recognition of an £18,000 loss as a rexult
transferring the related deferred cumulative faneggchange difference from equity to administratiosts

in the income statement.

The closure has not been disclosed as a discodtinperation since the business did not represent a
separate major line of business.

Trade and other receivables

2008 2007

£000 £'000

Trade receivables 2,495 2,475
Provision for impairment (97) (90)
Trade receivables - net 2,398 2,385
Prepayments and accrued income 643 1,230
Amounts recoverable on contracts 198 35
3,239 3,650

Income tax receivable 281 374

The following table provides disclosure of contgaict progress at the balance sheet date:

2008 2007
£'000 £'000
Contracts in progress at the balance sheet date
Contract costs incurred plus recognised profits less recognised losses to date 964 585
Less: progress billings (766) (550)
198 35
Recognised as:
Amounts recoverable on contracts 198 35
Trade receivables are denominated in the followmgencies:
2008 2007
£'000 £'000
Sterling 849 1,116
Euro 125 346
US Dollar 836 632
Canadian Dollar 37 172
Australian Dollar 378 96
Other currencies 173 23
2,398 2,385
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There is no significant concentration of trade hemlgles around major customers in either year. d@ra
receivables are non-interest bearing and are gnema 30 — 60 days’ terms and are shown net of a
provision for impairment.

The nominal value of trade receivables that werpaimned and fully provided for together with the
movements in the provision for impairment of reediles were as follows:

2008 2007

£'000 £'000
At 1 January 90 108
Charge for the year 95 0
Amounts written off (24) (5)
Unused amounts reversed (64) (13)
At 31 December 97 90

At 31 December, the analysis of trade receivalblaswere past due but not impaired is as follows:

Neither past

due nor Past due but not impaired
Total impaired < 30 days 30 - 60 days 60 - 90 days 90 -120 days >120 days
£'000 £'000 £'000 £'000 £'000 £'000 £'000
2008 2,398 1,617 435 187 111 8 40
2007 2,385 1,917 295 108 15 12 38

The group’s customers primarily comprise national anternational banks, government bodies and
substantial private and public companies. As altethe credit quality of trade receivables thag aeither
past due nor impaired has been assessed by thaodirdéo be relatively high, taking account of alo
historic experience of bad debts and relativelydyageing profiles.

Cash and short term deposits

2008 2007
£'000 £'000
Cash at bank and in hand 1,214 1,300
Short-term deposits 0 1,000

1,214 2,300

Cash at bank earns interest at floating rates baseathily bank deposit rates. Short-term deposdéseade

for varying periods of between one day and threathmdepending on the immediate cash requiremdnts o
the group, and earn interest at the respectivet-ttion deposit rates. The fair value of cash anshca
equivalents is the same as stated above.

At 31 December 2008, the group had £nil (2007: 8300) of un-drawn committed borrowing facilities.

For the purpose of the consolidated cash flow stat#, cash and cash equivalents comprises casinkt b
and in hand and short-term deposits.
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. Trade, other payables, provisions and financial liabilities
Trade and other payables

Trade payables, other payables and deferred inemeneon-interest bearing.

Current
2008 2007
£'000 £'000
Trade payables 610 1,026
Other payables 1,346 1,565
Deferred income 2,616 2,869
4,572 5,460
Income tax payable 122 61

Non-current

2008 2007

£'000 £'000

Deferred income 278 715
278 715

Provisions

Restructuring

provision
£'000
At 1 January 2008

- Current 200
- Non-current 0
200
Unused amounts reversed in the year (40)

At 31 December 2008
- Current 0
- Non-current 160
160

Restructuring

The restructuring provision relates to a ratiorsdien of the group’s property portfolio and theuidisg
lease liabilities, which are not expected to cfiseuntil 2013 (2007: liability was expected tystallise
in 2008 but due to renegotiation of the obligatilit not). The provision has been discounted uaingte
of 5% which the directors consider to be the ral¢yme-tax risk based rate applicable to the lighil
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Financial liabilities

2008 2007
£'000 £'000
Current
Current obligations under finance leases (hote 20) 28 0

Non-current
Non-current obligations under finance leases (note 20) 59 0

. Obligations under leases

Obligations under finance leases

The group uses finance leases to acquire itemsaof pnd machinery. The assets in question amgbei
held under lease by the group for substantiallyoftheir useful economic life and as a result ldese is
treated as a finance lease. Future minimum leage@nts under finance lease contracts are as fallow

2008 2007
£'000 £'000
Future minimum payments due:

Not later than one year 35 0
After one but not more than five years 65 0
100 0
Less finance charges allocated to future periods (13) 0
Present value of minimum lease payments 87 0
The present value of minimum lease payments is analysed as follows:
Not later than one year 28 0
After one year but not more than five years 59 0
87 0

Operating lease agreements where the group is lesse e

The group has entered into commercial leases otaiceproperties that have an average duration of
between 2 and 5 years. There are no unusualatésts placed upon the lessee by entering intoethes
leases.

Future minimum rentals payable under non-canceallapkrating leases are as follows:

Land and Other Total Land and Other Total
buildings buildings
2008 2008 2008 2007 2007 2007
£'000 £'000 £'000 £'000 £'000 £'000

Not later than one year 336 45 381 345 42 387
After one but not more than five years 634 30 664 92 54 146
970 75 1,045 437 96 533
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21.

A group company sublet space in certain leasehalgepties and the future minimum sublease payments
expected to be received under non-cancellable asblagreements as at 31 December are as follows:

Land and Land and
buildings buildings

2008 2007

£'000 £'000

Not later than one year 0 53
After one but not more than five years 0 0
0 53

Financial instruments

Objectives, policies and strategies

The group’s objective is to finance the businessubh management of existing liquidity; focusing on
working capital acceleration to cash and converiiliguid assets, such as the assets of Redstofiev&e

Inc and the freehold property, to liquid assets altidhately cash. Investments in intangible fixaskets,
property, plant and equipment have been made \Wwehbenefit of Research & Development tax credits
taken as cash.

The group’s policy towards using financial instrurtgeis to manage credit, liquidity and currencyasyre
risk without exposing the group to undue risk oea@pation. The policy is kept under review by the
Directors according to the group’s foreign exchaage treasury policy.

Risk management

The risks arising from the group’s operations andrfcial instruments are explained below.

Credit risk

The group monitors exposure to credit risk on agodmg basis. The risk of financial loss due to a
counterparty failure to honour its obligations asigrincipally in relation to transactions where troup
provides solutions and services on deferred tenmdsadere it invests or deposits surplus cash.

Group policies are aimed at minimising such lossesl require that deferred terms are granted amly t
customers who demonstrate an appropriate paymestoryni and satisfy creditworthiness procedures.
Individual exposures are monitored with customarbject to credit limits to ensure that the group’s
exposure to bad debts is not significant. Solutiand services may be sold on a cash-with-ordesstiasi
mitigate credit risk. Bad debt insurance is notiedr

Performance of individual businesses is monitorteabsh operating unit and group level allowing daaly
identification of major risks and reducing the likeod of an unmanaged concentration of credit risk

Notwithstanding the existing procedures, the greuffered a £65,000 bad debt in late 2008 through
exposure to a UK company, with the IT placementausr entering administration even whilst all debt
was current. As a direct result, subsequent toyda end, the group is changing its terms of lassn
within the IT placement business to reduce craslit by introducing a payment versus payment meshnani
between contractors and customers. This fundamemiage was completed by the end of April 2009.

Cash investments are only allowed in liquid se@sitvith major financial institutions that satisgecific
criteria. The maximum credit risk exposure at théabce sheet date is represented by the carrying wé
financial assets and there are no significant asnatons of credit risk.

Interest rate risk

The group has limited exposure to interest ratesisce it has no bank borrowings and interestivabée
on cash deposits does not form a material partamfgincome.
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Capital risk

The group defines its capital as the group’s tetplity and manages capital based on the leveltofash
held. Its objective when managing capital is teegahrd the group’s ability to continue as a goiogoern
in order to provide returns for shareholders, tovjle an adequate return to investors based uppletel
of risk undertaken, to have available the necesaaycial resources to allow the group to invesaieas
that may deliver future benefit to investors andntzan sufficient financial resources to mitigateks and
unforeseen events.

In order to maintain or adjust the capital struettive group may issue new shares or sell asset®vale
additional capital.

Financial liabilities — by maturity

The table below summarises the remaining contraobadurity for the group’s financial liabilities,ased
on contractual undiscounted payments:

Less than Between Between
1 1to2 2to5
year years years
£'000 £'000 £'000
Year ended 31 December 2008
Finance leases 35 35 30

Year ended 31 December 2007 0 0 0

All current liabilities are expected to fall duethin one year of the balance sheet date at theiying
amount.

Liquidity risk
During the year, the subject of liquidity risk mgeanent came to the fore within the global economy a
affected our primary customer base, the financisfitutions, acutely. As a result, the group utwlEk a

thorough review of its liquidity position and coois. The group’s liquidity risk falls within thelfowing
major categories:

Trade receivables. A significant element of theugrs liquidity is tied up in working capital,
which primarily comprises trade receivables. Thkétlament risk associated with these assets
comprises both credit risk (the risk that the ceymarty will not settle at all) and liquidity rigkhe
risk that the counterparty will not settle on time)

Fixed assets. A significant element of the grouigsidity is tied up in tangible fixed assets. rFo
those assets required in the business for day yoogarations the group considers the use of
finance lease arrangements to reduce the amouiquidity tied up in such assets. The group

keeps its investment in fixed assets under reviesvactively considers converting such assets to
more liquid assets. During the year, a decisios taien to increase liquidity by selling Redstone
Software Inc (a subsidiary) and selling the grodg@ghold property.

Intra month liquidity. The group is exposed to ndiigant intra month liquidity demands
specifically arising in its IT placement businestere contractors are paid at the end of a month’s
work and the customer pays Gresham after a longelitqperiod. After the year end, the group
commenced a plan to reduce this risk through thedaction of a payment versus payment
arrangement whereby the contractor takes on thkermment risk associated with the customer in
full.

Currency risk. This risk is discussed below.

The group monitors and controls liquidity througke following key controls:

Page 61



Gresham Computing Plc NOTES TO FINANCIAL STATEMENTS

Daily cash at bank is reported to the executiverdoa

Cash forecasts are maintained

Foreign exchange risks are hedged where significant

Credit control is operated locally with group ovghg
Discounts are offered for early payment by custenaed finance lease and deferred payment arrangemen
are considered to retain or improve liquidity.
Fair values of financial assets and liabilities

Set out below is a comparison by category of ttrgis financial assets and liabilities that areriedrin
the financial statements (there is no materiakdéffice between the carrying amounts and fair values

Year ended 31 December 2008 Note Loans and Fair value Amortised Total
receivables through profit cost carrying
and loss amount
£'000 £'000 £'000 £'000

Financial assets
Trade receivables 2,398 0 0 2,398
Cash and cash equivalents 1,214 0 0 1,214
3,612 0 0 3,612

Financial liabilities

Trade payables 0 0 (663) (663)
Finance leases 0 0 (87) (87)
0 0 (750) (750)
Year ended 31 December 2007 Note Loans and Fair value Amortised Total
receivables through profit cost carrying
and loss amount
£'000 £'000 £'000 £'000
Financial assets
Trade receivables 2,385 0 0 2,385
Cash and cash equivalents 2,300 0 0 2,300
SQS warrants 0 20 0 20
4,685 20 0 4,705
Financial liabilities
Trade payables 0 0 (1,026) (1,026)
0 0 (1,026) (1,026)

SQS warrants

The group held warrants over 52,800 Software Qu&litstems AG (“SQS”) ordinary shares, which were
issued in 2005. These were treated as financigtaseld at fair value through profit or loss (sete 18).
The warrants (“SQS warrants”) had an exercise pofc€1.90 and were exercisable at any time in the
period 12 August 2005 to 31 July 2008.

The fair value of the SQS warrants was calculatedtathe 2007 year end date using a Black Scholes
model. The warrants were exercised in 2008 aaddhulting equity instruments immediately soldha
market at their fair value giving rise to a prafit derecognition of £17,000 above the recordedvialine,
which is reported in finance revenue.
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Currency risk

The group has exposures to the main currency tyg8sbDollar, Canadian Dollar, Australian Dollar and
Euro rates in particular.

Currency exposure arises through intra-group laant trading balances throughout all group locations
Natural hedging is employed, to the extent possibleninimise net exposures, however where siganific
exposures arise outside of intra-group trading, group policy to enter in to formal hedging agaments
where these can be shown to be effective. At 3leBder 2008, the group had hedged none (2007: none)
of its foreign currency sales for which firm comménts existed at the balance sheet date. Sincgetre
end, the group has entered into one such trangactibedge the contracted receipt of Euros.

Currency exposures comprise the monetary assetsmamtary liabilities of the group that are not
denominated in the functional currency of the ofegaunit involved, other than those borrowingsatesl
as hedges of foreign equity investments. In geratadverseas operating units trade and hold assets
liabilities in their functional currency.

Sensitivities

The following table details the group’s sensitedtito a change in sterling exchange rates agdiest t
respective foreign currencies. The sensitivitiepregsent management’s assessment of the effect on
monetary assets of the possible changes in fomighange rates, which for 2008 have been amended to
take account of the potential fluctuations seethi most recent periods. The sensitivity analy$ithe
group’s exposure to foreign currency risk at tharyend has been determined based on the assurttpion
the change is effective throughout the financiaryend all other variables remain constant. Thgairhof
translating the net assets of foreign operatiotwssterling is excluded from the sensitivity an#dys

A positive number indicates an increase in profierataxation and other components of equity where
sterling weakens against the respective currencies.

Increase/Decrease Effect on

in exchange rates profit before

tax

2008 £'000
Euro +20% (31)
-20% 47

Australian Dollar +20% (75)
-20% 112

US Dollar +20% (182)
-20% 273

Canadian Dollar +20% (13)
-20% 20

2007 £'000
Euro +10% (41)
-10% 50

Australian Dollar +10% (15)
-10% 19

US Dollar +10% (72)
-10% 87

Canadian Dollar +10% (29)
-10% 24

The group has no material exposure to interestsetsitivities.
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22.

23.

Authorised and issued share capital

Authorised 2008 2007

Number £ Number £
Ordinary shares of 5 pence each 65,000,000 3,250,000 65,000,000 3,250,000
Preference shares of 20 pence each 2,750,000 550,000 2,750,000 550,000

67,750,000 3,800,000 67,750,000 3,800,000

Ordinary shares allotted, called up and fully paid Number Nominal Consideration
value £000 received £000

At 1 January 2007 50,350,890 2,518

Issued for cash by way of a placing 2,500,000 125 2,652

At 1 January and 31 December 2008 52,850,890 2,643

The consideration received in respect of the ptaoir2007 is shown net of £98,000 of share costs.
There are no preference shares in issue (2007).none

Further to an acquisition made in February 200%erded consideration of £300,000 is payable in aash
shares, at the option of group, dependent on thiaement of certain financial targets in respdcthe
business transferred within a 5 year period fromuggition. No further payments have been made in
respect of this acquisition to the date of thesarftial statements and no contingent consideratiotihe
form of shares or cash, has been recognised beaatise opinion of the directors it is not probaliat
such additional payments will be made.

An explanation of the group’s capital managementess and objectives is set out in the discussion o
capital management on page 7 in the Directors’nteqoad capital risk disclosures in note 21.

Share-based payments

The grant of all options and awards is made byRbmuneration Committee and such grants involvetgqui
settlement. In granting executive share optiores Remuneration Committee has regard to both the
participant's level of responsibility within theogip and to individual and group performance.

Executive Option Plan 2007 (“EOP”)

This Plan was approved by shareholders on 29 JO0F In General Meeting. The Remuneration
Committee has restricted participation in the Rtanhe group’s key executives, including the exieut
directors, to ensure awards are targeted at thopéogees best placed to drive achievement of tbeps
strategic and financial goals.

Awards made under the Plan are structured as simgieciation rights (SARS) which give a participtrg
right to benefit from a rise in the market valuesbfires the subject of an award from date of gmaitte
relevant vesting date. On exercise, a particigmntquired to pay the company by way of subsaiptn
amount equal to the aggregate nominal value o$liages to be issued to him.

There are two elements to each SAR award: a Basicdhand, for every two Basic awards, a Bonus award
each exercisable on the achievement of the chatignmerformance targets described further below.

The performance criteria are based on the achieneofefixed target company share prices (targetesha
prices), with a minimum target share price of £2&0e achieved before any Basic awards are eadreis
and a price of £4.00 to be achieved before Bonusdsware exercisable. Unexercised awards wilklaps
years from the date of grant.

An award of SARs entitles the holder to acquirehsmgmber of shares as has a value equal to theaiser
in the market value of the shares subject to therdvetween the date of grant and the date ofngesiThe
strike price for each share comprised in an awadhte of grant is to be determined by the Commnittet
will not be less than the average of the middlekegprice of a share, as derived from The Londati&t
Exchange Daily Official List, on the three dealidgys immediately preceding the appropriate date alu
premium of 10 pence for each such share.
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An eligible participant will, other than in the easf any adjustments made to reflect a promotion or
significant change in responsibilities, receiveyonhe grant of awards under the Plan. The maximum
aggregate market value of the Basic component cdveard at date of grant to any participant will not
exceed an amount being equal to six times basirysal

Basic awards

Basic awards will vest, subject to the achievenoériirget share prices, in one-third increments @aeh
of the third, fourth and fifth years from date afgt respectively (each a Basic Performance Pedsd)
follows:

one-third at the end of year 3 for achieving agaghare price of £2.50;

one-third at the end of year 4 for achieving agasghare price of £3.00; and

one-third at the end of year 5 for achieving agaghare price of £4.00.
Bonus awards

Bonus awards are granted as to one Bonus awageVéoy two Basic awards and will vest in full, sultjeo
achievement of a target share price of £4.00, atetind of the fifth year from date of grant (the Bsn
Performance Period).

General

When assessing the achievement of target sharespiice company’s share price performance will be
calculated based on the average middle-market mica share, as derived from The London Stock
Exchange Daily Official List, on the twenty dealidgys immediately preceding each of the third, tfour
and fifth anniversaries of the date of grant, gwapriate.

Any SARs subject to a Basic or Bonus award whichndd become exercisable in full according to

performance measured over the relevant Basic ou8dterformance Period will nevertheless become
exercisable to the extent that one or more ofahget share prices described above are achievadesage

in any consecutive 20 dealing day period from fifthh to the sixth anniversaries of grant. Any SARs

subject to a Basic or Bonus award which remain xeresable after this second test of the perforrmanc

conditions will lapse.

In the event of a takeover or proposal for a schefrezrangement of the company (not being an iadern
corporate reorganisation), the Committee will aeak vesting of a participant’s Basic and Bonuards/
according to a formula which assesses the targatesprice performance condition as at the date the
relevant transaction becomes or is declared whatigonditional or otherwise completes as if all loé t
Basic and Bonus Performance Periods had elapsbdtatate.

Alternatively, following a takeover awards may, lwithe agreement of the acquiring company and the
consent of the participant, be rolled-over to beeawards over the acquiring company’s shares.hén t
absence of roll-over or exercise as above, awailtllapse.

Awards will lapse on cessation of employment ottiemn in the circumstances referred to above or if
awards are not exercised within the prescribedodsri Awards will also lapse to the extent that the
relevant target share price is not satisfied aetiek of the relevant performance periods or onraftest.

At 31 December 2008, 25 participants held awardeuthis scheme (2007: 33).

Executive Scheme 1998

Approved options under this scheme are only exalbisif, on average, over a three year period thaps
earnings per share increase by five per cent peararabove the retail price index. Any un-approved
options granted under this scheme may also bedubjadditional individual performance criteria.

Options are capable of exercise after three yaatséthin ten years of the date of grant.

From 30 July 2004, all new options granted undesé¢hexecutive schemes are only exercisable based on
the performance in the first relevant three yearogefrom a fixed point; rolling re-testing is natlowed.

For options granted before this date, rolling titey is still permitted in accordance with thenteron
which they were issued as approved by sharehoidgmsneral meeting.
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Vesting continues to be measured based on UK GA#Rimgs per share for executive options granted
prior to the adoption of IFRS.

At 31 December 2008, 7 participants held optiondeunrthis scheme (2007: 12). No further options el
granted in respect of this scheme.

Outstanding options to subscribe for ordinary shafebp at 31 December 2008, including those nated
the Directors' Remuneration Report are as follows:

2008 2008 2007 2007

Note Number WAEP Number WAEP
Executive scheme 1998 (options)
Outstanding at 1 January 1 779,314 56 784,314 56
Forfeited (178,917) 86 (5,000) 46
Outstanding at 31 December 1 600,397 45 779,314 56
Exercisable at 31 December 600,397 45 719,316 51
Weighted average remaining contractual life (years) 1.78 2.98
EOP 2007 scheme (awards)
Outstanding at 1 January 2 4,359,999 115 0 0
Granted during the year 715,000 64 4,359,999 115
Forfeited (1,130,000) 115 0 0
Outstanding at 31 December 2 3,944,999 106 4,359,999 115
Exercisable at 31 December 0 0 0 0
Weighted average remaining contractual life (years) 8.92 9.82

WAEP: Weighted Average Exercise Price (Pence per share)

All share options and awards were granted with>araise price per share equal to the share pritieeat
date of grant, or in the case of the EOP 2007 asvaré premium of 10 pence above the share priteat
date of grant, and therefore the weighted averhgeesprice for option grants is the same as thghted
average exercise price (‘WAEP’). No price is pdgain award of share options or awards.

Note 1: Included within this number of options apions over 562,897 (2007: 686,816) shares (Bkeru
Scheme 1998) that have not been accounted forcoréance with IFRS 2 as the options were granted on
or before 7 November 2002. These options have @en Isubsequently modified and therefore do not need
to be accounted for in accordance with IFRS 2.

Note 2: 715,000 awards were granted in 2008 uniderBOP 2007 scheme (2007: 4,359,999). The
weighted average fair value of options grantedrdp#i008 was 54 pence (2007: 105 pence).
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Outstanding options and awards to subscribe fonargd shares of 5p at 31 December 2008, including
those noted in the Directors' Remuneration Repuwotving the range of exercise prices and dates sare a

follows:

Number

of share

options

Executive Scheme
1998 5,000
557,897
7,500
20,000
10,000
600,397
EOP 2007 3,229,999
625,000
45,000
45,000
3,944,999

Date of
grant

09-Feb-00
25-Jul-00
22-Apr-03
28-May-04
30-Sep-05

22-Oct-07
29-Apr-08
04-Jun-08
29-Aug-08

Exercise
price
£

0.460
0.360
0.700
3.225
0.860

1.1500
0.6225
0.7000
0.8000

Date first
exercisable

10-Feb-03
28-Jul-03
23-Apr-06
29-May-07
01-Oct-08

23-Oct-10
30-Apr-11
05-Jun-11
30-Aug-11

Expiry
date

09-Feb-10
27-Jul-10
22-Apr-13
28-May-14
30-Sep-15

23-Oct-17
30-Apr-18
05-Jun-18
30-Aug-18

Cash
receivable if
exercised £

2,300
200,843
5,250
64,500
8,600
281,493

See note
See note
See note
See note

The cash receivable on exercise of the EOP 200vdaveepends on the market price at the date otiseer
which is used in calculating the actual numberhairss to be issued to satisfy the award. The alioter

is then required to pay 5 pence for every sharesinder this scheme. The maximum cash receiifable
all awards were exercised is £197,000 (2007: £208,0nhich is calculated on the assumption that one
share is issued at par to satisfy each award.

Outstanding options to subscribe for ordinary shafe5p at 31 December 2007, including those noted

the Directors' Remuneration Report showing the eaofgexercise prices and dates are as follows:

Number
of share
options
43,919
5,000
637,897
12,500
20,000
49,998
10,000

Executive Scheme
1998

779,314

EOP 2007 4,359,999

The fair value of equity-settled share options tedris estimated as at the date of grant as follows

Executive scheme 1998

Date of
grant

17-Feb-99
09-Feb-00

25-Jul-00
22-Apr-03
28-May-04
22-Jun-05
30-Sep-05

22-Oct-07

Exercise
price
£

1.420
0.460
0.360
0.700
3.225
1.200
0.860

1.1500

Date first
exercisable

18-Feb-02
10-Feb-03
28-Jul-03
23-Apr-06
29-May-07
23-Jun-08
01-Oct-08

23-Oct-10

Expiry
date

17-Feb-09
09-Feb-10

27-Jul-10
22-Apr-13
28-May-14
22-Jun-15
30-Sep-15

23-Oct-17

Cash
receivable if
exercised £

62,365
2,300
229,643
8,750
64,500
59,998
8,600
436,156

See note

The fair value of equity-settled share options tgdris estimated as at the date of grant usingaakBlI
Scholes model, taking into account the terms amtitions upon which the options were granted. No

options were granted in 2008 or 2007.

In all cases, the exercise price at the date aftgseequal to the market price at the date offgran

The expected life of the options is based on hisbrdata and is not necessarily indicative of ebser
patterns that may occur. The expected volatilitifeots the assumption that the historical volatilis
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indicative of future trends, which may also not ewsarily be the actual outcome. No other featafes
options granted were incorporated into the measeméiof fair value.

EOP 2007

The fair value of equity-settled share options tggdrhas been estimated as at the date of graranby
independent remuneration consultant with the releskills, with a Monte-Carlo risk-neutral modeing a
lognormal distribution to simulate thousands ofrehgrice outcomes, taking into account the termd an
conditions upon which the options were granted. fofiewing table lists the range of inputs to thedel
used for the grants made:

2008 2007

Vesting date Between 3 and 6 years Between 3 and 6 years
Expiry date 6 years after grant 6 years after grant
Exercise price £0.62 to £0.80 £1.15
Share price at valuation £0.59 to £0.66 £1.05
Vested options expected life The minimum of 1 year ~ The minimum of 1 year
after vesting and full term after vesting and full term

to expiry to expiry

Volatility 50% (expected future 50% (expected future
volatility, based on volatility, based on

histroical analysis and histroical analysis and

trend) trend)

Dividend yield 0% 0%
Risk free rate 4.52% to 5.04% (spot 4.85% (spot yield on
yield on valuation date of  valuation date of 6-year

6-year nil-coupon UK nil-coupon UK

government bonds) government bonds)

Simulations 60,000 60,000
Impact of continued employment 70% attrition rate on 30% attrition rate on
conditions average average

The expected life of the options is based on histbidata and is not necessarily indicative of eser
patterns that may occur. The expected volatilitifeots the assumption that the historical volatilis
indicative of future trends, which may also not essarily be the actual outcome. No other featafes
options granted were incorporated into the measemé¢wf fair value.

The expense recognised in the income statemerdlifequity settled share-based payments in respfect
employee services received is as follows:

2008 2007
£'000 £'000
Expense recognised in respect of share-based payments 155 42
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24.

Reconciliation of movements in equity

Share Share Other  Currency Retained Total
capital premium reserves translation earnings

£'000 £'000 £'000 £'000 £'000 £'000
At 1 January 2007 2,518 10,037 1,039 (132) (6,383) 7,079
Exchange differences on translation of foreign operations 0 0 0 68 0 68
Share based payment 0 0 0 0 42 42
Issue of shares 125 2,625 0 0 0 2,750
Share issue costs 0 (98) 0 0 0 (98)
Attributable loss for the period 0 0 0 0 (2,420) (2,420)
At 31 December 2007 2,643 12,564 1,039 (64) (8,761) 7,421
Exchange differences on translation of foreign operations 0 0 0 358 0 358
Share based payment 0 0 0 0 155 155
Exchange differences on disposal/closure of subsidiary undertakings 0 0 0 (207) 0 (207)
Attributable profit for the period 0 0 0 0 30 30
At 31 December 2008 2,643 12,564 1,039 187 (8,576) 7,857

Share capital

The balance classified as share capital reprefemtsominal value arising from the issue of the pany’'s
equity share capital, comprising 5 pence ordinbgres.

Share premium

The balance classified as share premium represiemtpremium arising from the issue of the company’s
equity share capital, comprising 5 pence ordinagras, net of share issue expenses. There aretiess

on the use of the share premium account. It cénlmused for bonus issues, to provide for thenuen
payable on redemption of debentures or to writepodliminary expenses, or expenses of, or comnrissio
paid on, or discounts allowed on, any issues afeshar debentures of the company.

Other reserves

The balance classified as other reserves compaisgsecial reserve of £313,000 and merger reserve of
£726,000. The special reserve arose on the catioellof deferred ordinary shares in June 1992e Th
merger reserve arose on issue of shares in respactjuisitions and mergers in the period 19929901

Currency translation reserves

The currency translation reserve is used to reeaathange differences arising from the translatibthe
financial statements of foreign subsidiaries.

Retained earnings

The cumulative amount of goodwill written off toseves at 31 December 2008 and 2007 is £7,326,000.
Gooduwill previously written off to reserves willm&in so written off.
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25.

26.

27.

28.

29.

30.

Additional cash flow information

Analysis of group net funds

1 January Cash Exchange Non-cash 31 December

2008 flows differences movements 2008

£'000 £'000 £'000 £'000 £'000

Cash and cash equivalents 2,300 (1,201) 115 - 1,214
Finance leases 0 2 0 (89) (87)
2,300 (1,199) 115 (89) 1,127

1 January Cash Exchange Non-cash 31 December

2007 flows  differences movements 2007

£'000 £'000 £'000 £'000 £'000

Cash and cash equivalents 3,557 (1,287) 30 - 2,300
Finance leases 0 - - - 0
3,557 (1,287) 30 0 2,300

Change of arrangement with Cable & Wireless

As a result of the new arrangement agreed withe&C&blVireless in April 2006, a one off payment oba
was made to Gresham by Cable & Wireless in 20@6ddition, from April 2006 additional fixed quanite
payments are being made to Gresham by Cable & ®¥¢sel The initial one off payment is being deferred
in the balance sheet and released on a straighbdsis to revenue over a period of 3 years from 206

to April 2009 to match the cost of the additiondlligations taken on by Gresham under this new
agreement. The further fixed quarterly paymentsch are paid in advance, are also being defarr¢e
balance sheet and released on a straight line toatsenue over the quarters to which they relate.

During the period, the revenue recognised in tlwenme statement in respect of this arrangementedtal
£1,373,000 (2007: £1,373,000).

Post balance sheet event

Post balance sheet events are disclosed in thetBisé Report under that heading.

Capital commitments

At 31 December 2008, amounts contracted for but provided in the financial statements for the
acquisition of property, plant and equipment amedrib £nil (2007: £nil).

Contingent liabilities

In the normal course of business, the parent coynpeas issued general guarantees in respect of the
contractual obligations of certain subsidiary utaléngs from which no liability is expected to &is

Related party transactions

Key management personnel are defined for the perpéshese financial statements as the main board
directors and information concerning the remuneratif these directors can be found in the Remuiograt
Report. The share-based payments charge arisirggpect of main board directors in 2008 was £48,00
(2007: £36,000).
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Statement of directors’ responsibilities in relatio n to the
parent company financial statements

The directors are responsible for preparing theuahiReport and the financial statements in accarelan
with applicable law and regulations.

Company law requires the directors to prepare firdrstatements for each financial year. Under lidnat
the directors have elected to prepare the finansiatements in accordance with United Kingdom
Generally Accepted Accounting Practice (United Kiam Accounting Standards and applicable law).
The financial statements are required by law te givtrue and fair view of the state of affairs lodé t
company and of the profit or loss of the companytiat period. In preparing those financial statetse
the directors are required to:

select suitable accounting policies and then agipyn consistently;
make judgements and estimates that are reasonabferadent;

state whether applicable UK Accounting Standardse Hzeen followed, subject to any material
departures disclosed and explained in the finaisté@éments; and

prepare the financial statements on the going corlgasis unless it is inappropriate to presume
that the company will continue in business.

The directors are responsible for keeping propeoating records that disclose with reasonableracgu

at any time the financial position of the group aotpany and enable them to ensure that the fiaanci
statements comply with the Companies Act 1985. Tdreyalso responsible for safeguarding the as$ets o
the group and company and hence for taking reaserséps for the prevention and detection of fraud
and other irregularities.
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF GRES HAM COMPUTING
PLC

We have audited the parent company financial statésnof Gresham Computing plc for the year ended
31 December 2008 which comprise the Balance Sheettlze related notes 1 to 14. These parent
company financial statements have been prepareer the accounting policies set out therein. Weeshav
also audited the information in the Directors’ Reraration Report that is described as having been
audited.

We have reported separately on the group finarst@ements of Gresham Computing plc for the year
ended 31 December 2008.

This report is made solely to the company's memtzrsa body, in accordance with Section 235 of the
Companies Act 1985. Our audit work has been uallert so that we might state to the company's
members those matters we are required to stakeio in an auditors' report and for no other purpdse

the fullest extent permitted by law, we do not gtoar assume responsibility to anyone other than th
company and the company's members as a body, faudlit work, for this report, or for the opiniong
have formed.

Respective responsibilities of directors and audits

The directors’ responsibilities for preparing thanal Report, the Directors’ Remuneration Repod an
the parent company financial statements in accaelanith applicable United Kingdom law and
Accounting Standards (United Kingdom Generally Asted Accounting Practice) are set out in the
Statement of Directors’ Responsibilities.

Our responsibility is to audit the parent compaimaificial statements and the part of the Directors’
Remuneration Report to be audited in accordanck relievant legal and regulatory requirements and
International Standards on Auditing (UK and Ireland

We report to you our opinion as to whether the pacempany financial statements give a true and fai

view and whether the parent company financial statés and the part of the Directors’ Remuneration
Report to be audited have been properly prepareddnrdance with the Companies Act 1985. We also
report to you whether in our opinion the informatigiven in the parent company directors' report is
consistent with the financial statements.

In addition we report to you if, in our opiniongtikcompany has not kept proper accounting recdré& i
have not received all the information and explametiwe require for our audit, or if information sffied
by law regarding directors’ remuneration and oth@nsactions is not disclosed.

We read other information contained in the Annuap&t and consider whether it is consistent with th
audited parent company financial statements. Ttheroinformation comprises only the Directors’
Report, the unaudited part of the Directors’ Rematien Report, the Chairman’s Statement and the
Corporate Governance Statement. We consider thkcettions for our report if we become aware of any
apparent misstatements or material inconsistengits the parent company financial statements. Our
responsibilities do not extend to any other infatiora

Basis of audit opinion

We conducted our audit in accordance with Inteamati Standards on Auditing (UK and Ireland) issued
by the Auditing Practices Board. An audit includesmination, on a test basis, of evidence relet@ant
the amounts and disclosures in the parent compaaydial statements and the part of the Directors’
Remuneration Report to be audited. It also incduda assessment of the significant estimates and
judgments made by the directors in the preparatiothe parent company financial statements, and of
whether the accounting policies are appropriatiaéocompany’s circumstances, consistently appliet a
adequately disclosed.
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We planned and performed our audit so as to oldHithe information and explanations which we
considered necessary in order to provide us witficent evidence to give reasonable assurancetkigat
parent company financial statements and the paheoDirectors’ Remuneration Report to be audited a
free from material misstatement, whether causeftdyd or other irregularity or error. In formingiro
opinion we also evaluated the overall adequachefpresentation of information in the parent conypan
financial statements and the part of the DirectBesnuneration Report to be audited.

Opinion
In our opinion:

the parent company financial statements give agngefair view, in accordance with United
Kingdom Generally Accepted Accounting Practicethaf state of the company's affairs as at 31
December 2008;

the parent company financial statements and theopéine Directors’ Remuneration Report to be
audited have been properly prepared in accordaitbetlve Companies Act 1985; and

the information given in the directors' report @sistent with the parent company financial
statements.

Ernst & Young LLP
Registered auditor
Southampton
21 April 2009
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Company balance sheet
At 31 December 2008

Fixed assets
Investments

Current assets
Debtors
Cash at bank and in hand

Creditors: amounts falling due within one year
Net current assets

Total assets less current liabilities

Capital and reserves

Called up share capital

Share premium account

Special reserve

Merger reserve

Profit and loss account
Shareholders' funds - equity interests

On behalf of the board

CM Errington
21 April 2009

Notes 31 December

31 December

2008 2007

£'000 £'000

5 19,094 18,946
19,094 18,946

6 10,327 8,689
522 996

10,849 9,685

7 4,663 3,271
6,186 6,414

25,280 25,360

9 2,643 2,643
10 12,564 12,564
10 313 313
10 6,609 6,609
10 3,151 3,231
10 25,280 25,360

A Walton-Green
21 April 2009
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1. Accounting policies

Basis of preparation

The parent company financial statements of GresBamputing plc (the “company”) are presented, as
required by the Companies Act 1985, and were agatdar issue on 21 April 2009.

The financial statements are prepared under theritial cost convention as modified for financial
instruments that are measured at fair value, amgpared in accordance with applicable accounting
standards.

No profit and loss account is presented by the @am@s permitted by Section 230 of the Companies
Act 1985.

The company has taken advantage of the exemptiparagraph 2D of FRS 29 Financial Instruments:
Disclosures and has not disclosed information reguby that standard, as the group’s consolidated
financial statements, in which the company is idell, provide equivalent disclosures for the group
under IFRS 7 Financial Instruments: Disclosures.

The following new standards have been adopted endftective for the current year:

Abstract 42 which has the effect of implementinQIE Interpretation 9 ‘Reassessment of Embedded
Derivatives’ in the UK and the Republic of Irelafat entities preparing their financial statememts i
accordance with UK accounting standards and, inglsb, are applying FRS 26 (IAS 39) ‘Financial
Instruments: Measurement’. This pronouncementesids the question of whether it is necessary to
reassess the treatment of an embedded derivatigagthout the life of a contract if certain events
occur after an entity first becomes a party to doatract. It concludes that reassessment is not
permitted unless there is a significant changééaérms of the contract.

The company does not have any embedded derivativiege current year (2007: none) therefore the
adoption of this Abstract has not impacted thesif@sition or measurement of the company’s assets
and liabilities, nor has it resulted in any addiibdisclosure.

Investments

Investments are recorded at cost less provisiomfpairment.

Financial assets
Financial assets at fair value through profit osto

Financial assets classified as held for trading atietr assets designated as such on inception are
included in this category. Financial assets arestfied as held for trading if they are acquireddale

in the short term. Derivatives are also classifeedheld for trading unless they are designated as
hedging instruments. Assets are carried in thenalsheet at fair value with gains or losses on

financial assets at fair value through profit ®deecognised in the profit & loss account.

Impairment of financial assets

The company assesses at each balance sheet détemdnéinancial asset or group of financial assets
is impaired.

Assets carried at amortised cost

If there is objective evidence that an impairmesslon loans and receivables carried at amortisstd ¢
has been incurred, the amount of the loss is medsas the difference between the asset’s carrying
amount and the present value of estimated futush laws (excluding future credit losses that have
not been incurred) discounted at the financial tssseiginal effective interest rate (i.e. the effge
interest rate computed at initial recognition). Tdarying amount of the asset is reduced, with the
amount of the loss recognised in administrationscos

If, in a subsequent period, the amount of the immpant loss decreases and the decrease can belrelate
objectively to an event occurring after the impamnh was recognised, the previously recognised
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impairment loss is reversed. Any subsequent relefsan impairment loss is recognised in the profit
and loss account, to the extent that the carryaigevof the asset does not exceed its amortisécatos
the reversal date.

Other receivables

Where the time value of money is material, otheeneables are carried at amortised cost. Provision
made when there is objective evidence that the eomvill not be able to recover balances in full.
Balances are written off when the probability afaeery is assessed as being remote.

Taxation

Current tax, including UK corporation tax and fgmitax, is provided at amounts expected to be paid
(or recovered) using the tax rates and laws thae Heeen enacted or substantively enacted by the
balance sheet date.

Deferred tax is recognised in respect of all timdifferences that have originated but not reveised
the balance sheet date where transactions or etlaitsesult in an obligation to pay more tax ie th
future or a right to pay less tax in the future dnaaccurred at the balance sheet date. Timing
differences are differences between the group’altiexprofits and its results as stated in the fir@n
statements that arise from the inclusion of gaislasses in tax assessments in periods different f
those in which they are recognised in the finansiatements. A net deferred tax asset is regaaded
recoverable and therefore recognised only whenthenbasis of all available evidence, it can be
regarded as more likely than not that there will duitable taxable profits from which the future
reversal of the underlying timing differences candeducted.

Deferred tax is measured, on a undiscounted ketsiates expected to be paid (or recovered) ubiag t
tax rates and laws that have been enacted or stibets enacted by the balance sheet date as they
apply in the periods in which the timing differes@@e expected to reverse.

Foreign currencies

Transactions denominated in foreign currenciedrareslated at an approximation of the exchange rate
ruling on the date of the transaction.

Assets and liabilities denominated in foreign cocies are translated at the exchange rate rulirtgen
balance sheet date. Resulting exchange gainased are taken to the profit and loss account.
Financial instruments

The company uses forward foreign currency contréwteeduce exposure to movements in foreign
exchange rates. Such instruments are stated aifae. Gains and losses arising from changésirin
value are taken to the profit and loss accourthiénperiod.

Related party transactions

The company has taken advantage of the exemptialeruRRS 8 from disclosing related party
transactions with entities that are part of thesBaen Computing plc group.

Leasing commitments

Rentals payable under operating leases are chardlee profit and loss account on a straight linsi®
over the lease term. Lease incentives are recafoiger the shorter of the lease term and the péoiod
the next rent review.

Classification of shares as debt or equity

An equity instrument is a contract that evidencegsidual interest in the assets of an entity after
deducting all its liabilities. Accordingly, a finaial instrument is treated as equity if;

(i) there is no contractual obligation to deliversh or other financial assets or to exchange finhnc
assets or liabilities on terms that may be unfaabla; and
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(i) the instrument is a non-derivative that containo contractual obligations to deliver a variable
number of shares or is a derivative that will bitlesg only by the company exchanging a fixed amount
of cash or other assets for a fixed number of trepany’s own equity instruments.

When shares are issued, any component that creditegncial liability of the company is presented a
a liability in the balance sheet; measured inifiall fair value net of transaction costs and tHezeat
amortised cost until extinguished on conversioredemption. The corresponding dividends relating to
the liability component are charged as intereseasgp in the income statement. The initial fair gadii
the liability component is determined using a markate for an equivalent liability without a
conversion feature.

The remainder of the proceeds on issue is allocétethe equity component and included in
shareholders’ equity, net of transaction costs. ddreying amount of the equity component is not re-
measured in subsequent years.

Transaction costs are apportioned between thditiabnd equity components of the shares based on
the allocation of proceeds to the liability and iggwcomponents when the instruments are first
recognised.

Share-based payments — Equity-settled transactions

The cost of equity-settled transactions with empésyis measured by reference to the fair valuleeat t
date at which they are granted and is recognisetthencompany financial statements as a capital
contribution to the subsidiaries for whom the empks perform services, with the credit entry being
made to reserves, over the vesting period, whials @m the date on which the relevant employees
become fully entitled to the award.

Fair value of awards with a market condition bapedormance target is determined by an external
valuer using a Monte Carlo simulation pricing modelvaluing equity-settled transactions, no ac¢oun
is taken of any vesting conditions, other than diows linked to the price of the shares of the
company (market conditions). Fair value of awasith a financial result based performance target is
determined by management using the Black Scholesmgmodel.

No capital contribution is recognised for awardatttio not ultimately vest, except for awards where
vesting is conditional upon a market condition, ethare treated as vesting irrespective of whether o
not the market condition is satisfied, provided #ilhother vesting conditions are satisfied.

At each balance sheet date before vesting, the latineiexpense is calculated, representing thenéxte
to which the vesting period has expired and managém best estimate of the achievement or
otherwise of non-market conditions and of the numdfeequity instruments that will ultimately vest
or, in the case of an instrument subject to a martedition, be treated as vesting as describegteabo
The movement in cumulative expense since the pusvialance sheet date is recognised as a capital
contribution, with a corresponding entry in equity.

Where the terms of an equity-settled award are fieador a new award is designated as replacing a
cancelled or settled award, the cost based onrigmal award terms continues to be recognised as a
capital contribution over the original vesting meti In addition, an expense is recognised as datapi
contribution over the remainder of the new vestpeyiod for the incremental fair value of any
modification, based on the difference between #ievialue of the original award and the fair vadfe

the modified award, both as measured on the dateeomodification. No reduction is recognised if
this difference is negative.

Where an equity-settled award is cancelled, itaated as if it had vested on the date of canamilat
and any cost not yet recognised in the income reé for the award is recorded as a capital
contribution immediately. Any compensation paidtaghe fair value of the award at the cancellation
or settlement date is deducted from equity, witli axcess over fair value being treated as a capital
contribution in the balance sheet.
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2. Auditors’ remuneration

2008 2007
£'000 £'000
Audit of the financial statements
Audit services - parent 10 10
10 10
Additional information
Audit services - group 15 15
Audit services - subsidiaries 65 64
80 79

3. Directors’ remuneration
Information concerning directors’ remuneration gains on exercise of share options can be found in
the Directors’ remuneration report on pages 236tar2d in note 7 to the group financial statements.

4. Dividends paid and proposed
No dividends were declared or paid during the yeat no dividends are proposed for approval at the

AGM (2007: None).

5. Investments

Subsidiaries Subsidiaries

2008 2007
£'000 £'000
Cost:
At 1 January 23,089 23,047
Capital contribution (FRS 20 share based payments expense) 155 42
Disposal of Redstone Software Inc (7) 0
At 31 December 23,237 23,089
Impairment provisions:
At 1 January and 31 December 4,143 4,143
Net book value:
At 31 December 19,094 18,946
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Details of the investments in which the companydbd®0% or more of the nominal value of any class
of share capital are as follows:

Name of subsidiary Country of Holding Proportion of Nature of Business
company incorporation (shares)  voting rights and

shares held
Gresham Computer Services Limited England Ordinary 100% Real time financial solutions
Gresham Financial Systems Limited England Ordinary 100% Real time financial solutions
Gresham Consultancy Services Limited England Ordinary 100% Real time financial solutions
Gresham Computing Inc USA Ordinary 100% Real time financial solutions
Gresham Enterprise Storage Inc USA Ordinary 100% Storage
Online Financial Services Inc Canada Ordinary 100% Real time financial solutions
Gresham Computing Pty Limited Australia Ordinary 100% Real time financial solutions
Gresham Software Labs Pty Limited (1) Australia Ordinary 100% Real time financial solutions
Gresham Computing Sdn Bhd (1) Malaysia Ordinary 100% Real time financial solutions

(1) held by a subsidiary undertaking

Disposal of Redstone Software Inc

On 2 September 2008, Gresham signed and completagraement to effect the disposal of Redstone,
a company in which Gresham held a 91% equity shae¥est. Consideration comprised a fixed
element of £5,000 for the shares owned by the cagnpad £495,000 in settlement of an intercompany
balance with a fellow subsidiary of Redstone (“Eix€onsideration”). In addition, consideration
included a variable future payment (“Variable Cadesation”) for the shares contingent on certain
sales made by Redstone in the period from disgos2l December 2008. All consideration was paid
prior to the end of the period and no further VlaléaConsideration is anticipated.

This transaction gave rise to the following lossdisposal of the investment:

£000
Consideration in respect of shares held by Company Fixed Consideration 5
Variable Consideration 27
Total consideration 32
Less:
Carrying value of investment @)
Costs relating to the disposal (106)
Loss on disposal of investment (81)
6. Debtors
2008 2007
£'000 £'000
Amounts owed by subsidiary undertakings 10,320 8,600
Prepayments and accrued income 7 69
SQS warrants 0 20

10,327 8,689
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7. Creditors: amounts falling due within one year

2008 2007

£'000 £'000

Amounts owed to subsidiary undertakings 4,441 3,035
Trade creditors 30 2
Other creditors and accruals 192 234

4,663 3,271

8. Deferred tax

The company has an unrecognised deferred tax as$etows:

2008 2007
£'000 £'000
Tax losses 202 174

The UK corporation tax rate decreased from 30%8% 2rom 1 April 2008. The deferred tax balance
was adjusted in the prior year to reflect that gean

9. Share capital

Authorised share capital 2008 2007

Number £ Number £
Ordinary shares of 5 pence each 65,000,000 3,250,000 65,000,000 3,250,000
Preference shares of 20 pence each 2,750,000 550,000 2,750,000 550,000

67,750,000 3,800,000 67,750,000 3,800,000

Ordinary shares issued and fully paid Number Nominal Consideration
value £000 received £'000
At 1 January 2007 50,350,890 2,518 -
Issued for cash by way of a placing 2,500,000 125 2,652
At 1 January 2008 and 31 December 2008 52,850,890 2,643 -

The consideration received in respect of the ptaagin2007 is shown net of £98,000 of share issue
costs.

There are no preference shares in issue (2007).none
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10.

11.

12.

Reconciliation of movements in shareholders’ fu nds

Share Share Special Merger  Profit and Total
capital  premium reserve reserve loss account

£'000 £'000 £'000 £'000 £'000 £'000
At 1 January 2007 2,518 10,037 313 6,609 3,447 22,924
Issue of ordinary shares 125 2,625 - - - 2,750
Share issue costs - (98) - - - (98)
Share based payments expense - - - - 42 42
Retained loss for the year - - - - (258) (258)
At 31 December 2007 2,643 12,564 313 6,609 3,231 25,360
Share based payments expense - - - - 155 155
Retained loss for the year - - - - (235) (235)
At 31 December 200 2,643 12,564 313 6,609 3,151 25,280

Share capital

The balance classified as share capital repreghetsrominal value arising from the issue of the
company’s equity share capital, comprising 5 pemd@ary shares.

Share premium

The balance classified as share premium repredéetspremium arising from the issue of the
company’s equity share capital, comprising 5 perdénary shares, net of share issue expenses.e Ther
are restrictions on the use of the share premiucowd. It can only be used for bonus issues, to
provide for the premium payable on redemption dfesdures or to write off preliminary expenses, or
expenses of, or commissions paid on, or discodlttwed on, any issues of shares or debentureseof th
company.

Other reserves

The special reserve arose on the cancellation fefrrdel ordinary shares in June 1992. The merger
reserve arose on issue of shares in respect ofs@oyus and mergers in the period 1992 to 1999.

Other financial commitments

At 31 December 2008 the company had annual commisnender non-cancellable operating leases as
set out below:

Land and Land and
buildings buildings
2008 2007
£000 £'000
Operating leases which expire:

Within one year 0 123
Within two to five years 113 0
113 123

Capital commitments

At 31 December 2008, company amounts contracteldubnot provided in the financial statements for
the acquisition of property, plant and equipmenbanted to £nil (2007: £nil).
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13.

14,

Contingent liabilities

In the normal course of business, the company kssed general guarantees in respect of the
contractual obligations of certain subsidiary utaleéngs.

Share-based payments

The grant of all options and awards is made byRamuneration Committee and such grants involve
equity settlement. In granting executive sharéomgtthe Remuneration Committee has regard to both
the participant's level of responsibility withiretigroup and to individual and group performance.

Executive Option Plan 2007 (“EOP”)

This Plan was approved by shareholders on 29 J06& & General Meeting. The Remuneration
Committee has restricted participation in the Plarthe company’s key executives, including the
executive directors, to ensure awards are targetétbse employees best placed to drive achievement
of the company'’s strategic and financial goals.

Awards made under the Plan are structured as shpgheciation rights (SARs) which give a
participant the right to benefit from a rise in tmarket value of shares the subject of an awanth fro
date of grant to the relevant vesting date. Omaese, a participant is required to pay the compayy

way of subscription an amount equal to the aggesgaminal value of the shares to be issued to him.

There are two elements to each SAR award: a Bascdaand, for every two Basic awards, a Bonus
award, each exercisable on the achievement oftialeaging performance targets described further
below.

The performance criteria are based on the achienenfefixed target company share prices (target

share prices), with a minimum target share pricE2860 to be achieved before any Basic awards are
exercisable and a price of £4.00 to be achievedreéeBonus awards are exercisable. Unexercised
awards will lapse six years from the date of grant.

An award of SARs entitles the holder to acquirehsmamber of shares as has a value equal to the
increase in the market value of the shares sutiyetie award between the date of grant and thealate
vesting. The strike price for each share comprieeath award at date of grant is to be determined b
the Committee but will not be less than the averagéhe middle-market price of a share, as derived
from The London Stock Exchange Daily Official List) the three dealing days immediately preceding
the appropriate date plus a premium of 10 pencedoh such share.

An eligible participant will, other than in the easf any adjustments made to reflect a promotion or
significant change in responsibilities, receiveyonhe grant of awards under the Plan. The maximum
aggregate market value of the Basic component afveard at date of grant to any participant will not
exceed an amount being equal to six times basacysal

Basic awards

Basic awards will vest, subject to the achievenudritirget share prices, in one-third increments ove
each of the third, fourth and fifth years from dafegrant respectively (each a Basic Performance
Period) as follows:

one-third at the end of year 3 for achieving ag¢ashare price of £2.50;
one-third at the end of year 4 for achieving ad¢asare price of £3.00; and
one-third at the end of year 5 for achieving adagare price of £4.00.

Bonus awards

Bonus awards are granted as to one Bonus awarevery two Basic awards and will vest in full,
subject to achievement of a target share priceddd@, at the end of the fifth year from date ofrgra
(the Bonus Performance Period).
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General

When assessing the achievement of target shamesptite company’s share price performance will be
calculated based on the average middle-market pfice share, as derived from The London Stock
Exchange Daily Official List, on the twenty dealigdgys immediately preceding each of the third,
fourth and fifth anniversaries of the date of grastappropriate.

Any SARs subject to a Basic or Bonus award whichndb become exercisable in full according to
performance measured over the relevant Basic ou8&erformance Period will nevertheless become
exercisable to the extent that one or more of dénget share prices described above are achieved on
average in any consecutive 20 dealing day perioa the fifth to the sixth anniversaries of graAny
SARs subject to a Basic or Bonus award which renuairexercisable after this second test of the
performance conditions will lapse.

In the event of a takeover or proposal for a schefmarrangement of the company (not being an
internal corporate reorganisation), the Committée aecelerate vesting of a participant’'s Basic and
Bonus awards according to a formula which assdbsemrget share price performance condition as at
the date the relevant transaction becomes or lamecwholly unconditional or otherwise completss a
if all of the Basic and Bonus Performance Pericats élapsed at that date.

Alternatively, following a takeover awards may, wthe agreement of the acquiring company and the
consent of the participant, be rolled-over to bee@wards over the acquiring company’s shares. In
the absence of roll-over or exercise as above,dsnaill lapse.

Awards will lapse on cessation of employment otifian in the circumstances referred to above or if
awards are not exercised within the prescribedodsri Awards will also lapse to the extent that the
relevant target share price is not satisfied ateti of the relevant performance periods or onrany
test.

At 31 December 2008, 25 participants held awardieuthis scheme (2007: 33).

Executive Scheme 1998

Approved options under this scheme are only exabbésif, on average, over a three year period the
group's earnings per share increase by five permemannum above the retail price index. Any un-
approved options granted under this scheme mayba&ssubject to additional individual performance

criteria.

Options are capable of exercise after three yeatswvdthin ten years of the date of grant.

From 30 July 2004, all new options granted undes¢hexecutive schemes are only exercisable based
on the performance in the first relevant three ymeiod from a fixed point; rolling re-testing i®th
allowed. For options granted before this datdin@lre-testing is still permitted in accordancehthe
terms on which they were issued as approved byhb#ters in general meeting.

Vesting continues to be measured based on UK GAskRirgs per share for executive options granted
prior to the adoption of IFRS.

At 31 December 2008, 7 participants held optiondeurthis scheme (2007: 12). No further options
will be granted in respect of this scheme.
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Outstanding options to subscribe for ordinary shafe5p at 31 December 2008, including those noted
in the Directors' Remuneration Report are as fattow

2008 2008 2007 2007

Note Number WAEP Number WAEP
Executive Scheme 1998 (options)
Outstanding at 1 January 1 779,314 56 784,314 56
Granted during the year 0 0 0 0
Exercised 0 0 0 0
Forfeited (178,917) 86 (5,000) 46
Outstanding at 31 December 1 600,397 45 779,314 56
Exercisable at 31 December 600,397 45 719,316 51
Weighted average remaining contractual life (years) 1.78 2.98
EOP 2007 Scheme (awards)
Outstanding at 1 January 2 4,359,999 115 0 0
Granted during the year 715,000 64 4,359,999 115
Exercised 0 0 0 0
Forfeited (1,130,000) 115 0 0
Outstanding at 31 December 2 3,944,999 106 4,359,999 115
Exercisable at 31 December 0 0 0 0
Weighted average remaining contractual life (years) 8.92 9.82

WAEP: Weighted Average Exercise Price (Pence per share)

All share options and awards were granted with>araése price per share equal to the share price at
the date of grant, or in the case of the EOP 20@&¢ds at a premium of 10 pence above the share pric
at the date of grant, and therefore the weightedlame share price for option grants is the santkeas
weighted average exercise price (‘WAEP’). No pigpayable on award of share options or awards.

Note 1: Included within this number of options amgtions over 562,897 (2007: 686,816) shares
(Executive Scheme 1998) that have not been acaddoten accordance with IFRS 2 as the options
were granted on or before 7 November 2002. Thetensphave not been subsequently modified and
therefore do not need to be accounted for in acowre with IFRS 2.

Note 2: 715,000 awards were granted in 2008 urteEOP 2007 scheme (2007: 4,359,999). The
weighted average fair value of options grantedrdp#i008 was 54 pence (2007: 105 pence).
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Outstanding options and awards to subscribe fanarg shares of 5p at 31 December 2008, including
those noted in the Directors' Remuneration Reganiving the range of exercise prices and datessare a

follows:

Number Date of Exercise Date first Expiry Cash
of share grant price  exercisable date receivable if
options £ exercised £
Executive Scheme
1998 5,000 09-Feb-00 0.460 10-Feb-03  09-Feb-10 2,300
557,897 25-Jul-00 0.360 28-Jul-03 27-Jul-10 200,843
7,500  22-Apr-03 0.700 23-Apr-06  22-Apr-13 5,250
20,000 28-May-04 3.225 29-May-07  28-May-14 64,500
10,000 30-Sep-05 0.860 01-Oct-08  30-Sep-15 8,600
600,397 281,493
EOP 2007 3,229,999 22-Oct-07 1.1500 23-Oct-10 23-Oct-17 See note
625,000 29-Apr-08 0.6225 30-Apr-11 30-Apr-18 See note
45,000 04-Jun-08 0.7000 05-Jun-11 05-Jun-18 See note
45,000 29-Aug-08 0.8000 30-Aug-11  30-Aug-18 See note
3,944,999
The cash receivable on exercise of the EOP 200Tdawdepends on the market price at the date of
exercise which is used in calculating the actuahiner of shares to be issued to satisfy the awah&
award holder is then required to pay 5 pence feryeghare issued under this scheme. The maximum
cash receivable if all awards were exercised is7fd (2007: £218,000), which is calculated on the
assumption that one share is issued at par tdysaish award.
Outstanding options to subscribe for ordinary shafesp at 31 December 2007, including those noted
in the Directors' Remuneration Report showing Hrege of exercise prices and dates are as follows:
Number Date of Exercise Date first Expiry Cash
of share grant price  exercisable date receivable if
options £ exercised £
Executive Scheme 43,919 17-Feb-99 1.420 18-Feb-02 17-Feb-09 62,365
1998 5,000 09-Feb-00 0.460 10-Feb-03  09-Feb-10 2,300
637,897 25-Jul-00 0.360 28-Jul-03 27-Jul-10 229,643
12,500 22-Apr-03 0.700 23-Apr-06 22-Apr-13 8,750
20,000 28-May-04 3.225 29-May-07  28-May-14 64,500
49,998 22-Jun-05 1.200 23-Jun-08 22-Jun-15 59,998
10,000 30-Sep-05 0.860 01-Oct-08 30-Sep-15 8,600
779,314 436,156
EOP 2007 4,359,999 22-Oct-07 1.1500 23-Oct-10 23-Oct-17 See note

The fair value of equity-settled share options tgdris estimated as at the date of grant as follows

Executive Scheme 1998

The fair value of equity-settled share options tgdris estimated as at the date of grant usingaakBl
Scholes model, taking into account the terms amdlitions upon which the options were granted. No

options were granted in 2008 or 2007.

In all cases, the exercise price at the date oftgsaequal to the market price at the date oftgran

The expected life of the options is based on hisdbdata and is not necessarily indicative of ebeer

patterns that may occur. The expected volatilifieots the assumption that the historical volatildg

indicative of future trends, which may also notessarily be the actual outcome. No other featofes
options granted were incorporated into the measem¢of fair value.
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EOP 2007

The fair value of equity-settled share options trdrhas been estimated as at the date of grarmin by
independent remuneration consultant with the relegéills, with a Monte-Carlo risk-neutral model
using a lognormal distribution to simulate thousaod share price outcomes, taking into account the
terms and conditions upon which the options weamntgd. The following table lists the range of irgut
to the model used for the grants made:

2008 2007

Vesting date Between 3 and 6 years Between 3 and 6 years
Expiry date 6 years after grant 6 years after grant
Exercise price £0.62 to £0.80 £1.15
Share price at valuation £0.59 to £0.66 £1.05
Vested options expected life The minimum of 1 year ~ The minimum of 1 year
after vesting and full term after vesting and full term

to expiry to expiry

Volatility 50% (expected future 50% (expected future
volatility, based on volatility, based on

histroical analysis and histroical analysis and

trend) trend)

Dividend yield 0% 0%
Risk free rate 4.52% to 5.04% (spot 4.85% (spot yield on
yield on valuation date of  valuation date of 6-year

6-year nil-coupon UK nil-coupon UK

government bonds) government bonds)

Simulations 60,000 60,000
Impact of continued employment 70% attrition rate on 30% attrition rate on
conditions average average

The expected life of the options is based on hisdbdata and is not necessarily indicative of ebeer
patterns that may occur. The expected volatilifieots the assumption that the historical volatilsg
indicative of future trends, which may also notessarily be the actual outcome. No other featofes
options granted were incorporated into the measem¢of fair value.

The resulting expense is recorded in the compamgntial statements as a capital contribution to the
subsidiaries for whom the employees perform seswui¢h the credit entry being made to reserves.
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