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Chairman’s Statement

Infoserve Group plc is an e-marketing company, isfising in local search. The Company helps busses,
particularly Small and Medium Enterprises (SMEs)maximise their performance through online mangeti

| can report that the Group has made some goodgsegowards achieving its strategic aims, allieat glower rate
than had been anticipated at the time of flotatiorAIM in 2006.

Results

Turnover for the year increased by approximateB626 £4.65 million from £3.76 million during theguious year.
This growth in turnover was restricted by the apito recruit and train enough suitable sales saff the limited
funds available to market the business.

However, it is pleasing to note that productivigr person increased substantially throughout tlae frem £32,000
per active sales person to £46,600, which meanhgtioas margins also improved. This demonstratasthie online
market is growing and the new partnerships andymtsdoeing developed are likely to sell well overe and with
renewal levels being maintained at a steady l¢kelifransparency of future revenue becomes clearer.

Overheads have been well managed following theegfi@ cost review in October last year when a suttit|

amount of overhead expenditure was taken out obtisiness without affecting the day to day operaticGecond
half expenditure reflected a saving of around £J00,on an annualised basis and has reduced mocélsly
outflow significantly.

The lower than expected sales base led to an apgdass of £2.70 million compared to £3.07 milliast year.
After taking into account the net finance cost,réhevas a loss before taxation of £2.89 milli@v07 - £3.23
million).

The loss per share was 16.22p compared to 18.63@0M.

These financial results are reported under IFRSHerfirst time. The principal impacts relate te tiheatment of
goodwill amortisation on business combinations l@ade costs.

During the year, the Group reviewed its revenu@gaiion policy and this has resulted in taking arenprudent
approach with revenue on renewal sales being spremd evenly over the life of the paid businessnigs for
renewal business.

Dividend

The Board is not recommending a dividend as alt$uare required for the development of the busif2E37:
£nil).

Share placing

In June 2007, the Company raised £1.88 millionohexpenses by way of a placing of 4,444,445 ongiishares at

a price of 45p per share. This was to enable tparesion of the Group’s sales and marketing actiwily recruiting
and training additional sales staff required to agenthe recent contract win from Yahoo!.
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Chairman’s Statement(continued)

Business developments

The new contract with Yahoo! started early in timamcial year and has added significantly to thregeaof products
offered by the Group to its customer base. Thessaperience and technical knowledge gained inatiper this
and other partnership contracts has made the Gyoepf the leading exponents of the local searctketan the
UK.

In addition to this, the Group was able to annouircedanuary this year a major contract with Googiho
appointed the Group as only its second AuthoriseseRer of Google AdWords in Europe. This contracbgnised
the experience and expertise in providing onlineketing solutions to SMEs that the Group has hupltover the
last few years.

Since the award of the contract a considerable atmgfutime has been spent with Google in creatirgtechnical
platform and market testing of the product was ¢4l in late May 2008.

Board changes

During the year, some of the responsibilities af #xecutive directors changed, as the strategicopedational
demands of the business continued to evolve. Tdgsworked well with the telesales operations beésgructured
in light of the new Yahoo! contract and considegaBuccess has been achieved in substantially Bingea
productivity as a result.

Now that this has been achieved and with the intctidn of the new Google products, the Board hasdee to
appoint a dedicated Sales Director to manage apanekthe telesales operations. We anticipate tahiegto make
an announcement regarding an appointment in duseou

David Balbi will continue as Finance and Commer&aector but will now spend more time on commereiad
finance issues as the Group moves forward with peagucts and relationships.

Outlook

The market for online local search continues tongand the Group now has almost 3.5 million busiesdisted on
its own business directories across a network ef @20 single industry vertical websites.

The new contract with Yahoo! gave the businessva ingpetus during the year and the recently signemtract
with Google puts the Group in a unique positiorexploit the ever growing local search market thioitg close
ties with both companies, who represent over 90%hetUK'’s search and online advertising market.

The restructuring of the cost base and the telesglerations has given the Group an efficient ptatffrom which
it can continue to grow.

James H Newman
Chairman
25 June 2008



Infoserve Group plc
Directors’ report and financial statements
Year ended 31 March 2008

Chief Executive’'s Review

Market drivers
During the last financial year online local seahels continued to grow.

The following facts speak for themselves. Thedafaublished data highlights the extraordinary ghoim local
search internet activity: -

» Last year paid for search became a £1.4 billioniamdn the UK, accounting for 57.1% of the total
amount of money spent on online advertising.

* Last year 28 million people visited a search engintme UK each month and 26.2 million of theseldid
through onto a site. Google searches recently eghtty billion per month in the UK, which equatesh
average of 23 searches per month for every sirggtgop in the UK!

*  90% of the internet population visited a searchirg 2007 and 83% clicked through to another \itebs
» On average, during each search session, UK consueotiek through to other sites 3.3 times.

* Internet advertising is anticipated to top £2.7lidsil in 2007, and is forecast to continue to grow
dramatically for at least the next 5 years.

With a 44% growth in the paid search sector, aikend of all sizes have recognised the effectiverasthe
medium.

Since the launch of Infoserve Limited in 1999 oallocal search has grown year on year. Today 8684 ofternet
users search online for local goods and servicds98#f6 of those searches result in some form oineffhctivity,
usually a phone call or a visit to a business.

Business developments

We have cemented our position as one of the UKasliteg online local search specialists, and durhmy last
financial year we signed significant contracts witle two dominant global search engines, Google Vaatbo!.
These strategic partnerships position Infoserveuely in the UK, and will be the foundation of grtmover the
next few years.

In May 2007 we became the official Yahoo! Local edising sales partner for the UK, which gave uslgsive
rights to sell up to four featured listings to SMitseach page of Yahoo! Local. We have alreaglyesi more than
5,000 SMEs to feature on Yahoo!.

In early 2008 we announced a significant contrath @oogle resulting in us becoming one of only twammpanies
in Europe to be appointed an Authorised Resell&adgle AdWords.

Under this new strategic agreement we will provsdéEs with full-service Google AdWords account masragnt
in order to maximise the return on investment fackecustomer. | am particularly proud that ouegnity and
transparency in our dealings with our customerdlenbus to win this contract.

The test phase of this service was launched in Nédg 2008, after 4 months collaborative work betwelke
technical, development and product marketing teaimisfoserve and Google. The contract will haveirareasing
impact on earnings in 2008/9.
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Chief Executive’s Review(continued)

Existing contracts

In addition to the exciting developments with Gaghd Yahoo! we have continued to invest in, dgvelod grow
sites displaying our local search data. Our retestigp with the Football League has expanded taidel9 separate
football club websites, which puts our data in frohover 6 million visitors to these sites eachmtio

Our business database of almost 3.5 million businesords continues to grow, and through our dalytact with
approximately 10,000 SMEs we are able to cleandeganerate up to 100,000 updates each month. Wigerio
collect customers’ keywords, and now have the tgbit deliver comprehensive relevant local seaestuits for
over 500,000 businesses. As search becomes morelgrand more detailed in nature, these keywoessribing
all the different products and services of a bussneill prove increasingly important in directingnsumers to the
most relevant provider.

We continue to enhance our own portfolio of diregteites spearheaded by www.cityvisitor.co.uk. @ingle
industry vertical directories now number more tH&20. This portfolio enjoys more than 23 milliomsfi page
results on the major search engines, covering adorange of business categories and locations.

A recent survey by The Kelsey Group reveals th&b @ consumer purchases are made within 20 mileshefe
people live or work. Our network of sites now reesi more than 32 million visitors per month. We an&ching
local search demand with relevant and appropriztéisns.

We continue to build websites, from simple tempkatitions through to bespoke comprehensive sitésfull e-
commerce facilities. Remarkably almost 50% of SMiEs still without a website and so the potential i@bsite
sales clearly remains substantial.

Summary

The challenge remains for all involved with locabsch to move to profitability. | remain convincttht local
searching online will continue to grow and becomiegral to everyday lifestyles. We will constantbok to
monetise business solutions in order to profitdd@gefit from the continued market growth.

The last year was an exciting period for Infose®@ar revenues grew, as we continued to investherftiture. We
were chosen by global brands, Google and Yahodrta strategic alliances. We grew our businesshieta, and
strengthened our position in the online local seanarket.

I look forward to an exciting future as the locahsch market grows in general, and the Group’s atasskare of
available revenues grows also.

Stephen M Barnes
Chief Executive
25 June 2008
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2008 2007

£000 £000
Revenue 4,651 3,763
Cost of sales (4,122) (3,610)
Gross profit 529 153
Amortisation of intangible assets (251) (162)
Administrative expenses (2,975) (3,064)
Operating loss (2,697) (3,073)
Financial income 34 47
Financial expenses (227) (202)
Net financing costs (293) (155)
Loss before tax (2,890) (3,228)

Revenue

Revenue for the year has increased by approxima&dy year on year and the performance per salesutve
increased from £32,000 to £46,600, a rise of 45%sinyear and 191% on the same period two years ag

The revenue recognised in the prior financial yes been restated following a review by the BoBrdviously a
proportion of all revenue was recognised at thetpoi sale. The Board now believes that renewatmee should
be spread evenly over the term of the paid busitistisg as this more accurately reflects the satst of the
transaction. The treatment of new business reveramains unchanged. The specific impact of thimmghacan be
seen in more detail in note 26.

Margins

Gross margins have improved from 4% to over 11%nduthe financial year and in the second half tarlye24%,
reflecting the increased productivity and reduesztuitment costs partially as a result of improvetgntion.

Results

Operating losses have reduced by £0.38 million assalt of the improved sales margins and the réoludn
overhead costs following the strategic cost reviedertaken in October 2007.

Cash flow
As the Group continues to make operating lossesimnest in systems and technology, the cash outfddwhe
Group during the year was over £1.83 million. TWéss offset by the net proceeds from the share issliene 2007

of £1.88 million.

The Group has recently arranged a new bank oveffalfity of £0.25 million.
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Financial Review (continued)

IFRS

International Financial Reporting Standards (IFR&sne into effect for AIM listed companies for acnting
periods beginning on or after 1 January 2007. Tdo@ants have been prepared under IFRS and a réationi of
the adjustment between UK GAAP and IFRS is showmies 26 and 27.

Deferred tax asset

The Board has prepared forecasts and continueslieve that the Group will become profitable in foéure and
therefore utilise the considerable tax losses luglover the last few years. It has accordinglyied forward a
proportion of this recovery as a deferred tax aisstite balance sheet.

Going concern
The directors note that the Group has net liabdithet current liabilities and sustained tradoggés in the year.

David Hood, the largest single shareholder, hasiged the Board of Directors with a written undé&itg to not
seek repayment on any loans in accordance witletines and conditions of his loan agreement, unthgime as
the Group is cash flow positive or there is a fundatal change in the share ownership of the Group.

On the basis of this undertaking, the directorsehaviewed the cash projections, funding arrangésnand the
nature and extent of shareholder support for the: tweelve months and the foreseeable future anig\eeithat the
Company and Group can operate within these arraagesmand facilities. Accordingly they believe tgeing
concern assumption to be an appropriate basisiéopieparation of the financial statements.

David C Balbi
Finance and Commercial Director
25 June 2008
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Directors’ Report

The directors present their directors’ report andricial statements for the year ended 31 Marcid.200

Activities and review of the business

The Group’s principal activity is the provision @marketing services, specialising in local searthe prior period
results covered the period from incorporation orivttch 2006 to 31 March 2007, however, Infoserveuprplc did
not trade between the date of incorporation and/dich 2006 and therefore for comparative purpoBesrésults
represent a full year's trading.

The Group has achieved revenues of £4,651/(2007: £3,763,000), an operating loss of £2,697,0QR007:
£3,073,000) and a loss before tax of £2,890,dQ007: £3,228,000).

On 15 June 2007, the Company issued 4,444, 445apydshares of 5p each for a cash consideratioBppér share.

Principal risks and uncertainties

The liquidity risk of the Infoserve Group is mandgeentrally. Liquidity risk arises from the Groupizanagement
of working capital and the finance charges andgiped payments on debt financing. It is the risittthe Group
will have difficulty in meeting its financial oblaions as they fall due. The Group currently hefficsent liquid
resources to meet the liquidity requirements ofithginess and its future plans.

The Group finances its operations through equity @her borrowings. The interest calculated oreioborrowings
is at base rate plus 2.5%. The Group’s exposuietéoest risk are fluctuations in base rate. Treup reviews
borrowings at Board meetings.

The Group monitors its fixed cost base and utiltbesKPls as illustrated below to assess its bssiperformance.

Financial key performance indicators (KPIs)

The following KPIs are part of the tools used bynaigement to monitor the business performance:

2008 2007
Gross profit margin 11.37% 4.07% Gross profit/turnover
Operating loss margin (57.99)% (81.66)% Operating loss/turnover
Creditor days 49 days 49 days Trade creditors/credit purchases
Performance per sales executive £46,600 £32,000 Total telesales revenue/average

number of telesales executives

Proposed dividend

The directors do not recommend the payment of ieind(2007: £nil).
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Directors’ Report (continued)

Directors and their interests

Details of the membership of the Board and direttioterests in the company’s ordinary share chpita disclosed
below:

Beneficial Holdings
At 31 March At 31 March

2008 2007

No. No.

J H Newman 55,267 55,267
S M Barnes 1,665,340 1,665,340
D R Hood 8,937,707 8,937,707
A R Thirkill 67,417 67,417
D C Balbi - -
D I J Oliver 1,844,760 1,844,760

Non-Beneficial Holdings

At 31 March At 31 March

2008 2007

No. No.

J H Newman 26,125 26,125
S M Barnes 43,741 43,741

Details of the membership of the Board and directamterests in the company’s preference sharetalapre
disclosed below:

Beneficial Holdings
At 31 March At 31 March

2008 2007
No. No.
D R Hood 100,000 100,000

There have been no changes in the above interetstedn 31 March 2008 and the date of this report.
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Directors’ Report (continued)

Directors and their interests(continued)

On 16 January 2008, options were granted by theitsto D C Balbi at an option price of 19.5 pence siware.
The options granted and outstanding as at 31 M206B are shown below.

On 17 March 2008, options were granted by the Grtoup C Balbi at an option price of O pence pershalhe
options granted and outstanding as at 31 March 26©8hown below.

On 18 March 2008, options were granted by the GtoupH Newman and A R Thirkill at an option price28.5
pence per share. The options granted and outstgadiat 31 March 2008 are shown below.

Options Options Exercise
Class of outstanding at  outstanding at price
share 31 March 2008 31 March 2007 (pence) Vesting year

J H Newman Ordinary 5p 9,000 9,000 25.0 2009 — 2016
A R Thirkill Ordinary 5p 3,000 3,000 25.0 2009 -1%0

D C Balbi Ordinary 5p 120,000 120,000 30.0 201@1722

D C Balbi Ordinary 5p 60,000 - 19.5 2011 — 2018
D C Balbi Ordinary 5p 145,000 - 0.0 Notime limit

J H Newman Ordinary 5p 150,000 - 28.5 2011 - 2018
A R Thirkill Ordinary 5p 120,000 - 28.5 2011 - 2018

Other than D C Balbi's 145,000 options which do hate a time limit, the options are exercisablesadier than
three years following the date of grant, and nerléitan ten years following the date of grant.

Certain directors’ benefit from qualifying third ppg indemnity provisions in place during the finsicyear and at
the date of this report. The Company provided ifying third party indemnity provisions to certadirectors of

associated companies during the financial yearaaide date of this report. All options require #fmployee to be
in continued employment to enable the option texercised.

Report on remuneration

The remuneration committee comprises D R Hood (@te), J H Newman and A R Thirkill. The committee
reviews the terms of employment and total remur@ratf the executive directors at least twice aryeaensure
that the Company can attract, retain and motivatectbrs capable of delivering the company’s oliyest Full
details of directors’ remuneration are given inen6tto the financial statements.

Executive director packages comprise a basic saladyother benefits. The committee has regardtés 1@t pay for
similar positions in comparable companies as welindernal factors such as performance. The obdf the
Company’s remuneration policy is to ensure that menm of the executive management are provided with
appropriate incentives to encourage enhanced peaftce and are, in a fair and responsible mannegrded for
their individual contributions to the success & thompany. The executive directors are eligiblesfware options
under the Company’s share option scheme. The eeeofioptions granted under these share optiomsehés not
dependent on performance criteria.

Substantial shareholdings

Save for the directors’ interests disclosed abthe directors are not aware of any other sharehgddiepresenting
3% or more of the issued share capital of the comppathe date of this report.

10
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Directors’ Report (continued)

Financial risk management objectives and policies

The Group’s operations expose it to a variety oéficial risks that include the effects of changeseasonal and
economic patterns and trends which may affect thekets for the services the Group offers. The @rbas in
place a risk management programme that seeks tothen adverse effects on the financial performaoté¢he
Group. Other risks include requirements for furtliends, management of growth, dependence on senior
management and employees, recruitment risk, teoggaisk and partner risk and are considered below.

Requirements for further funds

There may be a requirement for the Group to raisiér funds in the future in order to fully exglopportunities
available and to fund further expansion. Such aifumrequirement may be by way of the issue ofierrtordinary
shares on a non pre-emptive basis.

Management of growth

The ability of the Group to implement its strategya rapidly evolving market requires effective npling and
management control systems. The Board anticipatsfarther expansion will be required to respoodrarket
opportunities and the potential growth in its indys The Group’s growth plans may place a sigafficstrain on
the Group’s management, operational, financial@erdonnel resources.

Therefore, the Group’s further growth and prospedlisdepend on its ability to manage this growtidao continue
to expand and improve operational, financial anshagament information and quality control systemsadimely
basis, whilst at the same time maintaining effectiost controls.

Dependence on senior management and employees

As with any company, the Group’s results are depehdipon the performance and continued servicetheof
Group’s senior management and other key personnel.

Recruitment and retention

The Group’s business is dependent on achieving shteugh telephone sales personnel. Businesaegriploy
telephone sales personnel can experience a higlofatirnover of such employees which can incréasecosts of
recruitment and training and divert managementuess from other functions in the operation of @reup.

Technology

The Group’s business is dependent on various téopies it utilises in the creation and operationtsfwebsites,
the search facilities provided to its partners, Hracreation and maintenance of its data, asaseih other areas of
its operations.

The Group obtains the data for its business direstdrom various third party suppliers, althougle Group then
maintains and updates this data though its owrarekeand data collection minimising any risk ofadiatss.

Partners

The Group’s agreements with its partners are @fedfterm nature and therefore pose a risk shdwdd3roup not
be able to renew these agreements as they expire.

11
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Directors’ Report (continued)

Employee relations

The Group supports the employment of disabled pewblerever possible, both in recruitment and bgnten of
those who become disabled during their employment.

Appropriate steps are taken to inform and consulftleyees regarding matters affecting them and tloe: G

The Group’s policy regarding health and safetyigmsure that, as far is practical there is a vmgridnvironment
which will minimise the risk to health and safetfyemployees and those persons who are authorisbd tm its
premises.

Policy and practice on payment of creditors

It is the Group policy to agree and clearly commateé the terms of payment as part of the commercial
arrangements negotiated with suppliers and thgmayoaccording to those terms based upon the tineebipt of an
accurate invoice.

At the year end there were 49 dgq¢607: 49 days) purchases in trade payables, calculated in acnoedaith the

requirements set down in the Companies Act 1985s Tépresents the ratio, expressed in days, betwsen
amounts invoiced to the Group by its suppliershtiea year and the amounts due at the year end withde

creditors.

Political and charitable contributions

Neither the Company nor its subsidiary made anifipal donations or incurred any political expendé during the
year. Charitable donations made were £{Z887: £500).

Audit Committee

The Audit Committee is appointed by the Board angthcomprise a minimum of two members, including aon
executive director. During the year, J H Newmandi@han), D R Hood and A R Thirkill served on thedu
Committee. The committee meets not less than tevigear.

The Audit Committee may examine any matters regatinthe financial affairs of the Group. This indés reviews
of the annual accounts and announcements, int@woakol procedures, accounting policies, compliamgth
accounting standards, the appointment of externdit@rs, risk assessment and other such relatedtifuns as the
Board may require

Disclosure of information to auditors

The directors who held office at the date of appt@f this directors’ report confirm that, so feg they are each
aware, there is no relevant audit information ofclithe company’s auditors are unaware; and eaettdr has
taken all the steps that he ought to have takendiector to make himself aware of any relevamlitanformation
and to establish that the company’s auditors asr@wf that information.

12
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Directors’ Report (continued)

Auditors

On 11 November 2007 Chadwick LLP resigned as argdiabthe Company. KPMG Audit Plc were subsequentl
appointed as auditors of the Company.

In accordance with Section 384 of the CompanieslA85, a resolution for the re-appointment of KPM@&lit Plc
as auditors of the company is to be proposed dbtiiecoming Annual General Meeting.

By order of the Board

Michael J Deakin Infoserve Group plc
Secretary South Side Aviation
Leeds Bradford International Airport
Leeds
LS19 7UG

25 June 2008

13
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Corporate Governance

Application of the principles of good governance

The rules relating to securities traded on the rAliéve Investment Market (‘AIM’) do not require M
companies to report in accordance with the CombiGede appended to the London Stock Exchange Listing
Rules. However, the Board believes in the pringp&good corporate governance and is committeapfdying

the highest principles commensurate with the Corpgasize.

The Board

The Group is managed by a Board, consisting ofraex@cutive chairman, three executive memberswacbn-
executive members, who retain responsibility far thrmulation of corporate strategy, approval ajuasitions,
divestments and major capital expenditure and tirgagolicy. The appointment of new directors isnatter
reserved for the Board as a whole rather than gmparate nomination committee.

The Board meets regularly and has a schedule dématpecifically referred to it for decision. Alirectors have
access to advice from the company secretary amingas available for directors as necessary.

The Board considers the non-executive directotsetmdependent.

Internal control

The directors have overall responsibility for emsgrthat the Group maintains a system of intermaitol to

provide them with reasonable assurance regardiiegtafe and efficient operations, internal finahaantrol and

compliance with laws and regulations. The risk aggment process and systems of internal contralesigned
to manage rather than eliminate the risk of failrachieve the Group’s strategic objectives. Hamvgethere are
inherent limitations in any system of internal cohtand accordingly even the most effective systan only

provide reasonable and not absolute assurance.Bdarl has reviewed the operation and effectivengédhe

system of internal control in operation during lear.

The Board is also responsible for assessing andmnisimg all business risks, supported by Group @eng| able
to provide specific assistance in matters relatingegulatory compliance, health and safety, emvirent, quality
systems and insurance cover for property and ifghisks.

Monthly accounts, with commentary on current yearfgrmance compared with planned performance, heget
with key ratio analysis and working capital infotima, are prepared in accordance with Group acdognt
policies and principles. They are consolidated maviewed by the Board in order to monitor ovepatformance
and produce appropriate management intervention.

The Board monitors the funding requirements andkipanfacilities provided to the Group in additioa the
management of investment and treasury proceduBagital and significant investment expenditure ppraved
against performance criteria.

The Board confirms that it has established the gutapes necessary to implement the guidance “Int&aoatrol:

Guidance for Directors on the Combined Code”. Bbard has considered the need for an internal &uwlition

but has concluded that the size and complexithefGroup does not justify the expense at pres€he need for
an internal audit function will continue to be rewied periodically.

Relations with shareholders

The Board attaches great importance to maintaigoad relationships with shareholders. The Boagands the
Annual General Meeting as an opportunity to commate directly with investors, who are encouraged to
participate.

14
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Corporate Governance(continued)

Compliance

In the opinion of the directors, the Company hasgied throughout the year with the provisions etton 1 of
the Combined Code.

The Company has complied fully with the requirensesft provision C1.2 of the Code (review of effeetiess of
internal control system) from the date of its ftaia on the Alternative Investment Market.

Going concern

The director’s report, in connection with paragréph3 of the Combined Code that, after making emegli they
have a reasonable expectation that the Companthan@roup have adequate resources to continueeiratipnal
existence. For this reason they continue to atteptgoing concern basis in preparing the finansiatements.
Please refer to note 1 for further details.
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Statement of directors’ responsibilities in respecbf the directors’ report and the
financial statements

The directors are responsible for preparing thee®ars’ report and the financial statements in etaoce with
applicable law and regulations.

Company law requires the directors to prepare Grmgb parent company financial statements for eandéial
year. As required by the AIM Rules of the Londdock Exchange they are required to prepare the [GSfioancial
statements in accordance with IFRSs as adoptediébfU and applicable laws and have elected to peeiee
parent company financial statements on the sanis. bas

The Group and parent company financial statemestseguired by law and IFRSs as adopted by thedgirdsent
fairly the financial position of the Group and tiparent company and the performance for that perioe,
Companies Act 1985 provides in relation to suchriicial statements that references in the relevamtgb that Act
to financial statements giving a true and fair viene references to their achieving a fair presemtat

In preparing each of the Group and parent compimay€ial statements, the directors are required to:

e select suitable accounting policies and then afifgyn consistently;
e make judgments and estimates that are reasoredblgradent;
e state whether they have been prepared in accardaitic IFRSs as adopted by the EU; and

e prepare the financial statements on the going@wnbasis unless it is inappropriate to presume tha
the Group and the parent company will continuedisitiess.

The directors are responsible for keeping propepaating records that disclose with reasonable racguat any
time the financial position of the parent compamyg &nable them to ensure that its financial statésneomply
with the Companies Act 1985. They have a genespaonsibility for taking such steps as are readgrgten to
them to safeguard the assets of the Group ancet@pt and detect fraud and other irregularities.

The directors’ are responsible for the maintenaarm integrity of the corporate and financial infation included
on the Company’s website. Legislation in the UKvgming the preparation and dissemination of fifgnc
statements may differ from legislation in otheiigdictions.
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KPMG Audit Plc

1 The Embankment
Neville Street
Leeds

LS1 4DW

United Kingdom

Independent auditors’ report to the members of Infeerve Group plc

We have audited the Group and parent company fiaastatements (the “financial statements”) offdserve
Group plc for the year ended 31 March 2008 whicmmase the Group Income Statement, the Group amenPa
Company Balance Sheets, the Group and Parent Con@pash Flow Statements, the Group and Parent Compan
Statement of Changes in Shareholders’ Equity aeddlated notes. These financial statements hese prepared
under the accounting policies set out therein.

This report is made solely to the Company’s memkass body, in accordance with section 235 ofGbmpanies
Act 1985. Our audit work has been undertaken abwe might state to the Company’s members thoseeraave
are required to state to them in an auditor’s reand for no other purpose. To the fullest exfgarmitted by law,
we do not accept or assume responsibility to anyaher than the Company and the Company’s memizes a
body, for our audit work, for this report, or fdret opinions we have formed.

Respective responsibilities of directors and audits

The directors’ responsibilities for preparing theetors’ report and the financial statements incadance with
applicable law and International Financial RepartBtandards (IFRSs) as adopted by the EU are sahdhe
Statement of Directors’ Responsibilities on page 16

Our responsibility is to audit the financial stagnts in accordance with relevant legal and regfatequirements
and International Standards on Auditing (UK andiind).

We report to you our opinion as to whether the rftial statements give a true and fair view and @mperly
prepared in accordance with the Companies Act 1986.also report to you whether in our opinion itifermation
given in the Directors’ report is consistent wittetfinancial statements. The information giverthiea Directors’
report indicates that specific information presdnie the Chairman’s statement that is cross reflefrem the
principal activities and business review sectiothef Directors’ report.

In addition we report to you if, in our opiniongtiCompany has not kept proper accounting recdrédg have not
received all the information and explanations weuiee for our audit, or if information specified tgw regarding
directors’ remuneration and other transactionstsdisclosed.

We read the other information contained in the &bes’ report and consider whether it is consisteith the
audited financial statements. We consider the izapbns for our report if we become aware of appaxent
misstatements or material inconsistencies withfithencial statements. Our responsibilities do extend to any
other information.
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Independent auditors’ report to the members of Infosrve Group plc (continued)

Basis of audit opinion

We conducted our audit in accordance with Inteomsi Standards on Auditing (UK and Ireland) issigdthe
Auditing Practices Board. An audit includes exaatiion, on a test basis, of evidence relevant tcatheunts and
disclosures in the financial statements. It alsdudes an assessment of the significant estinsaidsudgments
made by the directors in the preparation of tharfaial statements, and of whether the accountiigie® are
appropriate to the Group’s and Company’s circunt&#anconsistently applied and adequately disclosed.

We planned and performed our audit so as to olahithe information and explanations which we cdeséd
necessary in order to provide us with sufficiendexce to give reasonable assurance that the falastatements
are free from material misstatement, whether cabgeftaud or other irregularity or error. In fonng our opinion
we also evaluated the overall adequacy of the ptasen of information in the financial statements.

Opinion
In our opinion:

e the Group financial statements give a true andviaiv, in accordance with IFRSs as adopted byEbe
of the state of the Group’s affairs as at 31 M&008 and of its loss for the year then ended;

e the Parent Company financial statements give@dnd fair view, in accordance with IFRSs as adbpte
by the EU as applied in accordance with the prowmsiof the Companies Act 1985, of the state of the
Parent Company'’s affairs as at 31 March 2008;

e the financial statements have been properly peebir accordance with the Companies Act 1985; and

e the information given in the Directors’ reporttignsistent with the financial statements.

KPMG Audit Plc 25 June 2008
Chartered Accountants
Registered Auditor
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Consolidated Income Statement
For the year ended 31 March 2008

Infoserve Group plc

Directors’ report and financial statements
Year ended 31 March 2008

Period from 21

Note Year ended 31  March 2006 to 31

March 2008 March 2007

£000 £000

Revenue — continuing operations 1,3 4,651 3,763
Cost of sales (4,122) (3,610)
Gross profit 529 153
Amortisation of intangible assets (251) (162)
Administrative expenses (2,975) (3,064)
Total administrative expenses (3,226) (3,226)
Operating loss — continuing operations 1,4 (2,697) (3,073)
Financial income 7 34 47
Financial expenses 7 (227) (202)
Net financing costs (193) (155)
Loss before tax (2,890) (3,228)
Taxation 8 (55) 893
Loss for the year 21 (2,945) (2,335)
Basic and diluted loss per share 9 (16.22p) (18.65p)

The notes on pages 24 to 57 form part of thesmilal statements.
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Infoserve Group plc
Directors’ report and financial statements
Year ended 31 March 2008

Balance Sheets
At 31 March 2008

Note Group Company
2008 2007 2008 2007
£000 £000 £000 £000
Non-current assets
Property, plant and equipment 11 397 480 - -
Intangible assets 12 594 514 - -
Investment in subsidiary 13 - - 483 394
Deferred tax assets 14 838 893 90 96
1,829 1,887 573 490
Current assets
Trade and other receivables 15 282 405 3,726 2,347
Cash and cash equivalents 16 329 330 - -
611 735 3,726 2,347
Total assets 2,440 2,622 4,299 2,837
Current liabilities
Interest-bearing loans and borrowings 17 (2,123) (727) - -
Trade and other payables 18 (2,825) (2,301) (68) (20)
Provisions 20 (80) - - -
(5,028) (3,028) (68) (20)
Non-current liabilities
Interest-bearing loans and borrowings 17 (1,023) (2,254) (100) (100)
Trade and other payables 18 (21) - - -
(1,044) (2,254) (100) (100)
Total liabilities (6,072) (5,282) (168) (120)
Net (liabilities)/assets (3,632) (2,660) 4,131 2,717
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Infoserve Group plc
Directors’ report and financial statements
Year ended 31 March 2008

Balance Sheetscontinued)
At 31 March 2008

Note Group Company
2008 2007 2008 2007
£000 £000 £000 £000
Equity attributable to equity holders of the
parent
Share capital 21 954 731 954 731
Share premium 21 3,871 2,210 3,871 2,210
Retained earnings 21 (8,457) (5,601) (694) (224)
Total equity (3,632) (2,660) 4,131 2,717

These financial statements were approved by thedBafadirectors on 25 June 2008 and were signeitsdrehalf by:

Stephen M Barnes James H Newman
Director Director

The notes on pages 24 to 57 form part of thesadinhstatements.



Statement of Cash Flows
For the year ended 31 March 2008

Infoserve Group plc

Directors’ report and financial statements
Year ended 31 March 2008

Note Group Company
Period from Period from
Year ended 21 March  Year ended 21 March
31 March 2006 to 31 31 March 2006 to 31
2008 March 2007 2008 March 2007
£000 £000 £000 £000
Cash flows from operating activities
Loss for the year (2,945) (2,335) (559) (232)
Adjustments for:
Depreciation 166 126 - -
Amortisation 251 162 - -
Financial income (34) 47) - -
Financial expense 227 202 - -
Loss on sale of property, plant and equipment 11 - - -
Equity settled share-based payment expenses 89 8 - -
Taxation 55 (893) 6 (96)
(2,180) (2,777) (553) (328)
Decrease/(increase) in trade and other receivables 123 (57) (1,379) (2,347)
Increase in trade and other payables 512 677 48 120
Increase in provisions 80 - - -
Change in deferred government grant 2) - - -
Purchase of subsidiary for share for share exchange - - - (386)
(1,467) (2,157) (1,884) (2,941)
Interest paid (1) 1) - -
Net cash from operating activities (1,468) (2,158) (1,884) (2,941)
Cash flows from investing activities
Proceeds from sale of property, plant and equipment 7 5 - - -
Interest received 34 47 - -
Acquisition of subsidiary, net of cash acquired 2 - 211 - -
Acquisition of property, plant and equipment 11 (100) (393) - -
Acquisition of other intangible assets 12 (331) (382) - -
Net cash from investing activities (392) (517) - -
Cash flows from financing activities
Proceeds from the issue of share capital (netstsfo 21 1,884 2,655 1,884 2,941
Repayment of borrowings (50) (50) - -
Proceeds from the receipt of government grants 25 - - -
Advance of loans - 70 - -
Net cash from financing activities 1,859 2,675 1,884 2,941
Net decrease in cash and cash equivalents (1) - - -
Cash and cash equivalents at 1 April 330 330 - -
Cash and cash equivalents at 31 March 16 329 330 - -

The notes on 24 to 57 form part of these finarstizile ments.
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Infoserve Group plc

Directors’ report and financial statements

Statement of Changes in Shareholders’ Equity

For the year ended 31 March 2008

Group

Balance at 1 April 2006

Total recognised income and expense
Equity-settled share based payment transactions
Equity shares issued in the year

Premium on shares issued in the year

Costs on issue of shares

Balance at 31 March 2007

Balance at 1 April 2007

Total recognised income and expense
Equity-settled share based payment transactions
Equity shares issued in the year

Premium on shares issued in the year

Costs on issue of shares

Balance at 31 March 2008

Company

Balance at 1 April 2006

Total recognised income and expense
Equity-settled share based payment transactions
Equity shares issued in the year

Premium on shares issued in the year

Costs on issue of shares

Balance at 31 March 2007

Balance at 1 April 2007

Total recognised income and expense
Equity-settled share based payment transactions
Equity shares issued in the year

Premium on shares issued in the year

Costs on issue of shares

Balance at 31 March 2008

Year ended 31 March 2008

Share Share Retained Total
capital premium earnings equity
£000 £000 £000 £000
286 - (3,274) (2,988)
- - (2,335) (2,335)
- - 8 8
445 - - 445
- 2,567 - 2,567
(357) - (357)
731 2,210 (5,601) (2,660)
731 2,210 (5,601) (2,660)
- - (2,945) (2,945)
- - 89 89
223 - - 223
- 1,778 - 1,778
(117) - (117)
954 3,871 (8,457) (3,632)
Total
Share Share Retained parent
capital premium earnings equity
£000 £000 £000 £000
- - (232) (232)
- - 8 8
731 - 731
- 2,567 - 2,567
- (357) - (357)
731 2,210 (224) 2,717
731 2,210 (224) 2,717
- - (559) (559)
- - 89 89
223 - - 223
- 1,778 - 1,778
- (117) - (117)
954 3,871 (694) 4,131

The notes on 24 to 57 form part of these finarstizile ments.

23



Infoserve Group plc
Directors’ report and financial statements
Year ended 31 March 2008

Notes
(forming part of the financial statements)

1 Accounting policies
Infoserve Group plc (the “Company”) is a companynililed in the UK. The address of the Companytistred
office is South Side Aviation, Leeds Bradford Im&tional Airport, Leeds, LS19 7UG.

The Group financial statements consolidate thosth@fCompany and its subsidiaries (together redetoeas the
“Group”). The parent company financial statemgmesent information about the Company as a sepengity and
not about its Group.

Both the parent company financial statements aad3ttoup financial statements have been preparedpmaved
by the directors in accordance with InternationglaRcial Reporting Standards as adopted by the ‘Bldopted
IFRSs”). On publishing the parent company finahsiatements here together with the Group finarstiaie ments,
the Company is taking advantage of the exempticg2B0 of the Companies Act 1985 not to preserihdiwidual
income statement and related notes that form agpénese approved financial statements.

The accounting policies set out below have, unietberwise stated, been applied consistently topatiods
presented in these consolidated financial statesraamd in preparing an opening IFRS balance sheearil 2006
for the purposes of the transition to Adopted IFRSs

New IFRS and amendments to IAS and interpretationsot applied

There are a number of new and updated standardsnéewbretations issued by the International Acdimgn
Standards Board that are effective for financiateshents after this reporting period. The followhaye not been
adopted by the Group:

International Financial Reporting Sandards:

IAS 1 Presentation of financial statements:
A revised presentation

IFRS 2 Share-based payment:
Vesting conditions and cancellations

IFRS 8* Operating segments

IAS23 Borrowing costs

IAS 27 Consolidated and separate financial statésnen

IFRS 3 Business combinations

IAS 32 and IAS 1 Puttable financial instruments abtigations arising on liquidation

IFRS 1 and IAS 27 Cost of an investment in a suasidjointly controlled entity or associate
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Infoserve Group plc
Directors’ report and financial statements
Year ended 31 March 2008

Notes(continued)

1 Accounting policies(continued)

New IFRS and amendments to IAS and interpretationsot applied (continued)

International Financial Reporting Interpretations Committee

IFRIC 11* IFRS 2: Group and Treasury share transast

IFRIC 12 Service Concession Arrangements
IFRIC 13 Customer loyalty programmes
IFRIC 14 IAS 19 The limit on a defined benefit @asseinimum funding requirements and their interacti

* These standards and interpretations have beewrss by the European Union.

The application of these standards and interpogtatare not anticipated to have a material effacthe Group’s
financial statements except for additional disctesu

IFRS 8 is a standard that may increase the amdudisolosure and this will be considered when prigygathe
financial statements for the year ending 31 Ma@b2

Transition to Adopted IFRSs

Both the Group and the Company are preparing theincial statements in accordance with AdoptedIR& the
first time and consequently both have applied IEFRSAn explanation of how the transition to Adopt&&RSs has
affected the reported financial position, finangiatformance and cash flows of the Group is pravidenote 26.

IFRS 1 permits those companies adopting IFRS fer first time to take certain exemptions from thél fu
requirements of IFRS in the transition period. Greup has taken advantage of the following exeongti

e Share based payments — the Group has opted tp HRE 2 ‘Share Based Payments’ only to equity
settled share based awards granted on or aftevériMmer 2002, which have not yet been vested by the
date of transition to IFRS on 1 April 2006.

Measurement convention
The financial statements gueepared on the historical cost basis, exceptfierést bearing borrowings.
The directors note that the Group has net liabdithet current liabilities and sustained tradosgés in the year.

The majority shareholder has provided the Boardikgctors with a written undertaking to not seepagments in
accordance with the terms and conditions of his lagreements until such time as the Group is dashgositive
or their is a fundamental change in the share ostmgrof the Group.

On the basis of this undertaking, the directorseheaviewed the cash projections, funding arrangésnand the
nature and extent of shareholder support for the 42 months and the foreseeable future, and belitat
the Company and Group can operate within thesengeraents and facilities. Accordingly they belietie going
concern assumption to be an appropriate basis©iéoprteparation of the financial statements.
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Infoserve Group plc
Directors’ report and financial statements
Year ended 31 March 2008

Notes(continued)

1 Accounting policies(continued)

Basis of consolidation

Subsidiaries are entities controlled by the Grdgmtrol exists when the Group has the power, directindirectly,
to govern the financial and operating policies ofemtity so as to obtain benefits from its act@sti In assessing
control, potential voting rights that are currendiyercisable or convertible are taken into accotlihe financial
statements of subsidiaries are included in theaaated financial statements from the date thatrab commences
until the date that control ceases.

Reverse acquisition

The Company was incorporated on 21 March 2006 &&&@62 plc and changed its name to Infoserve Gpbeip
on 11 April 2006. On 11 April 2006 the Company @iced the entire share capital of Infoserve Limitedn 23
June 2006, the Company was admitted to the Altematvestment Market.

Under IFRS 3, ‘Business Combinations’, this hasnbaecounted for as a reverse acquisition. Althotlgh
consolidated financial statements have been prdpar¢he name of the legal parent, the Companyy tre in
substance a continuation of the consolidated figdrstatements of the legal subsidiary, Infoserwmited. The
following accounting treatment has been appliedgpect of the reverse acquisition:

(a) The assets and liabilities of the legal subsidilnfoserve Limited, are recognised and measureithe
consolidated financial statements at the pre coetb@arrying amounts, without restatement to fainea

(b) The retained loss and other equity balancesgrésed in the consolidated financial statemeriteaethe
retained earnings and other equity balances ofsérfee Limited immediately before the business
combination.

The Company had no significant assets, liabilifesontingent liabilities of its own at the timeattthe acquisition
took effect and no cash consideration was paiéspect of the business combination.

Transaction costs of equity transactions relatioghte issue of the Company’s shares are accoumteds a
deduction from equity.

Foreign currency

Transactions in foreign currencies are translateithea foreign exchange rate ruling at the datehefttansaction.
Monetary assets and liabilities denominated inifprecurrencies at the balance sheet date are atedsht the
foreign exchange rate ruling at that date. Foreigchange differences arising on translation aregmised in the
income statement. Non-monetary assets and ligsilithat are measured in terms of historical cost fioreign
currency are translated using the exchange rdte atate of the transaction.

Functional currency

These consolidated financial statements are pregdentsterling, which is the Company’s functionafrency. All
financial information presented in sterling hasrbemunded to the nearest thousand.
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Infoserve Group plc
Directors’ report and financial statements
Year ended 31 March 2008

Notes(continued)

1 Accounting policies(continued)
Use of estimates and judgements

The preparation of financial statements in confoymwith IFRSs requires management to make judgesnent
estimates and assumptions that affect the applitaif accounting policies and the reported amowftassets,
liabilities, income and expenses. Actual resuléy miffer from these estimates.

Estimates and underlying assumptions are reviewedroongoing basis. Revisions to accounting eséisnare
recognised in the period in which the estimatesevised and in any future periods affected.

In particular, information about significant areaf estimation, uncertainty and critical judgemeirtsapplying
accounting policies that have the most significaffitcct on the amounts recognised in the finandialesnents is
included in the following notes:

e Note 18 - Deferred income - Relates to sales oawfor which the revenue has yet to be recodnise

e Note 14 - Deferred tax assets — Represents tleatetxt which future profits are expected to be eiffsy
losses in the foreseeable future.

e Note 19 - Measurement of share-based paymente faihvalue of employee share options is measured
using the Black Scholes model.

e Note 20 - Provisions and contingencies (Oneroaseds) — the estimate of excess charges due to non-
utilisation of property.

Classification of financial instruments issued bh¢ Group

Following the adoption of IAS 32, financial instrents issued by the Group are treated as equitytortlye extent
that they meet the following two conditions:

(@) they include no contractual obligations upos @ompany (or Group as the case may be) to delagr or
other financial assets or to exchange financiaktassr financial liabilities with another party werd
conditions that are potentially unfavourable to @@npany (or Group); and

(b) where the instrument will or may be settledhie Company’s own equity instruments, it is eithemon-
derivative that includes no obligation to delivervariable number of the Company's own equity
instruments or is a derivative that will be settldthe Company’s exchanging a fixed amount of aash
other financial assets for a fixed number of itsxaquity instruments.

To the extent that this definition is not met, greceeds of issue are classified as a financibliliip Where the
instrument so classified takes the legal form ef @ompany’s own shares, the amounts presente@se fimancial
statements for called up share capital and shamipm account exclude amounts in relation to tisbsees.

Finance payments associated with financial lidegiare dealt with as part of finance expensesarfeie payments
associated with financial instruments that aresifesl in equity are treated as distributions aredracorded directly
in equity.
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Infoserve Group plc
Directors’ report and financial statements
Year ended 31 March 2008

Notes(continued)

1 Accounting policies(continued)
Property, plant and equipment
Property, plant and equipment are stated at cestdecumulated depreciation and impairment losses.

Where parts of an item of property, plant and eopgipt have different useful lives, they are accadirite as
separate items of property, plant and equipment.

Depreciation is charged to the income statemerd straight-line basis over the estimateséful lives of each part
of an item of property, plant and equipment. Landat depreciated.

The estimated useful lives are as follows:

e leasehold improvements over the life of the lease

e office equipment 20% per annum straight line

e motor vehicles 25% per annum straight line

e computer equipment 33.3% per annum straight line

Intangible assets

Identifiable intangibles are those which can bel selparately or which arise from legal rights retgss of whether
those rights are separable.

Expenditure on development activities is capitalisethe product or process is technically and caruially
feasible and the Group intends, has the technhififyaand hassufficient resources to complete development and if
the Group can measure reliably the expenditurébatble to the intangible asset during its develept.
Capitalised development expenditure is stated sttlees accumulated amortisation and impairmeses

Other intangible assets that are acquired by theufsrare stated at cost less accumulated amortisatial
impairment losses.

Amortisation is charged to the income statementaostraight-line basis over the estimated usefel tif the
intangible asset. Other intangible assets are tisadrfrom the date they are available for usearigible assets are
systematically tested for impairment at each balasieet date. The estimated useful lives arellasvio

e core data continually updated and reviewed ahnua
e data refreshes 1 year
e data management system under construction (3 yd@s complete)
e website development costs 4 years

Investments

Investments held as fixed assets are stated alesssprovision for any impairment.
Cash and cash equivalents

Cash and cash equivalents comprise cash balandesairdeposits. Bank overdrafts that are repayahleemand
and form an integral part of the Group’s cash manant are included as a component of cash andecasialents
for the purpose only of the statement of cash flows

Impairment excluding deferred tax assets

The carrying amounts of the Group’s assets arewad at each balance sheet date to determine wlib#re is any
indication of impairment. If any such indicationi&ts, the asset’s recoverable amount is estimated.

An impairment loss is recognised whenever the @agrgmount of an asset or its cash-generatingaxaéeeds its
recoverable amount. Impairment losses are recagjimiséhe income statement.
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Infoserve Group plc
Directors’ report and financial statements
Year ended 31 March 2008

Notes(continued)

1 Accounting policies(continued)
Calculation of recoverable amount

The recoverable amount of other assets is theegre&their fair value less costs to sell and vatuese. In assessing
value in use, the estimated future cash flows @&@eodnted to their present value using a pre-taealint rate that
reflects current market assessments of the timeevafl money and the risks specific to the assetaRasset that does
not generate largely independent cash inflows,réweverable amount is determined for the cash-géingrunit to
which the asset belongs.

Interest-bearing borrowings

Interest-bearing borrowings are recognised initial fair value less attributable transaction coSisbsequent to
initial recognition, interest-bearing borrowingse astated at amortised cost with any difference eetwcost and
redemption value being recognised in the incomestant over the period of the borrowings on ancéiffe interest
basis.

Government grants

Government grants are recognised initially as deteimcome when there is reasonable assurancéhthawill be
received and that the Group will comply with thendiions associated with the grant. Grants thatpensate the
Group for expenses incurred are recognised intpoofioss on a systematic basis in the same peimodich their
expenses are recognised. Grants that compensa@rtup for the costs of an asset are recognispdbiit or loss
on a systematic basis over the useful life of et

Employee benefits
Defined contribution plans

Obligations for contributions to defined contrilarti pension plans are recognised as an expensee im¢bme
statement as incurred.

Share-based payment transactions (since 1 April 2006)

The fair value of options granted to employeeg&gnised as an employee expense, with a correisgpimdrease
in equity, over the period in which the employeesdme unconditionally entitled to the options. Taie value of
the options granted is measured using an optiamtiah model, taking into account the terms andiitmns upon
which the options were granted. The amount recegh&s an expense is adjusted to reflect the acturaber of
share options that vest except where forfeituduis only to share prices not achieving the thresfal vesting.

Where the Company grants options over its own shayehe employees of its subsidiaries it recognige its

financial statements, an increase in the costwddtment in its subsidiaries equivalent to the tyegettled share-
based payment charge recognised in its consolidéit@mcial statements with the corresponding crduiing

recognised directly in equity.

Provisions

A provision is recognised in the balance sheet wthenGroup has a present legal or constructivegatiin as a
result of a past event, and it is probable thadatfiow of economic benefits will be required tdtkethe obligation.

If the effect is material, provisiorage determined by discounting the expected, rigkstel, future cash flows at a
pre-tax risk-free rate.

Provisions are made for onerous leases where giyoigevacant. A provision is recognised for thestbestimate of
the unavoidable lease payments reduced by the astinsublease rentals that the company reasonapécts to
generate.
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Infoserve Group plc
Directors’ report and financial statements
Year ended 31 March 2008

Notes(continued)

1 Accounting policies(continued)
Revenue

Revenue represents the amounts derived from thésprn of services during the year stated net ofugaAdded
Tax.

Revenue includes income related to term advertigiagis invoiced in advance at the inception ef digreement. It
is the Group’s policy to recognise a fixed percgataf new customer sales at the point of salefteatethe cost of
acquiring the customer and producing the adverhe balance is spread evenly over the agreed iriah.
Renewal revenues are spread evenly over the tethe gfgreement.

Revenue generated from the construction of webmsitescognised once the work has been completed.
Expenses
Operating lease payments

Payments made under operating leases are recognitiegl income statement on a straight-line bagés the term
of the lease. Lease incentives received are resedrin the income statement as an integral pattieototal lease
expense.

Net financing costs

Net financing costs comprise interest payable aerést receivable on funds invested that are résed in the
income statement.

Interest income and interest payable is recogrirs@dofit or loss as it accrues, using the effexiiverest method.
Taxation

Tax on the profit or loss for the year comprisegant and deferred tax. Tax is recognised in tloerime statement
except to the extent that it relates to items ratxegl directly in equity, in which case it is rengggd in equity.

Current tax is the expected tax payable on thebtexacome for the year, using tax rates enactesubstantively
enacted at the balance sheet date, and any adpidimtex payable in respect of previous years.

Deferred tax is provided on temporatifferences between the carrying amounts of assetdiabilities for financial
reporting purposes and the amounts used for taxatigposes. The following temporary differencesraseprovided
for: the initial recognition of assets or liabdi that affect neither accounting nor taxableipodher than in a business
combination, and differences relating to investraéntsubsidiaries to the extent that they will @olly not reverse in
the foreseeable future. The amount of deferregtaxided is based on the expected manner of réahisar settlement
of the carrying amount of assets and liabilitiesing tax rates enacted or substantively enactédeabalance sheet
date.

A deferred tax asset is recognised only to thendxteat it is probable that future taxable profit#l be available
against which the asset can be utilised.
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Infoserve Group plc
Directors’ report and financial statements
Year ended 31 March 2008

Notes(continued)

2 Acquisition of subsidiaries

On 11 April 2006, the Group acquired the entireiéssshare capital of Infoserve Limited by way afheare for

share exchange. As the shareholders of Infosemaédd have control of the legal parent, in accamawith IFRS

3 ‘Business Combinations’ the transaction has lz@mounted for as a reverse acquisition. Conselyyatthough

the financial statements are prepared in the nantkeolegal parent, they are a continuation of ¢hoEthe legal

subsidiary with its assets and liabilities measwaed recognised in the consolidated financial statés at the pre-
combination carrying amounts. No goodwill ariseslte transaction.

The company’s principal activity is the provisioheesmarketing services specialising in local search
Effect of acquisition

The acquisition had the following effect on the @t assets and liabilities.
Book values and

acquisition

amounts
£000

Acquiree’s net assets at the acquisition date:
Property, plant and equipment 214
Intangible assets 295
Trade and other receivables 348
Cash and cash equivalents 211
Interest-bearing loans and borrowings (2,691)
Trade and other payables (1,111)
Net identifiable liabilities (2,734)

3 Segmental information

The directors consider that the Group only has lmm@ness segment being the provision of e-marketergices,
other income is ancillary and does not constitugegment in its own right. The turnover, operatiogs and net
liabilities of the Group are attributable to theearlass of business.

A geographical analysis of turnover is given below:
Period from 21
Year ended 31 March 2006 to 31

March 2008 March 2007

£000 £000

United Kingdom 4,643 3,761
Europe 8 2
4,651 3,763
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4 Expenses and auditors’ remuneration

Included in loss are the following:

Year ended 31

March 2008

£000

Onerous lease provision 80
Amortisation of intangible assets 251
Depreciation of property, plant and equipment —edvassets 166
Operating lease costs — land and buildings 323
Release of government grant 2

Auditors’ remuneration:

Year ended 31

March 2008
£000
Audit of these financial statements 13
Amounts receivable by auditors and their associatesspect of:
Audit of financial statements of subsidiaries parsiLto legislation
Other services pursuant to such legislation 4
Other services relating to taxation 3

All other services in respect of the acquisitionrdbserve Limited and the flotation -
of the Group

Period from 21

March 2006 to 31
March 2007
£000

Period from 21
March 2006 to 3
March 2007
£000

15

Amounts paid to the Company’s auditor in respectsefvices to the Company, other than the audithef t
Company'’s financial statements, have not beenalied as the information is required instead toibelased on a

consolidated basis.

The comparative figures relate to Chadwick LLP, ghevious auditors.

5 Staff numbers and costs

The average number of persons employed by the Gamap Company (including directors) during the year,

analysed by category, was as follows:

Number of employees Number of employees
Group Company

Period from 21

Peiod from 21

Year ended 31 March 2006 to 3 Year ended 31 March 2006 to 3

March 2008 March 2007 March 2008

Management 6 8 6
Key account managers and support 15 5 -
Telesales and support 128 125 -
Head office 40 42 -
189 180 6

March 2007

5
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5 Staff numbers and costgcontinued)
The aggregate payroll costs of these persons vedialaws:
Group Company
Period from 21 Period from 21
Year ended 31 March 2006 to 31 Year ended 31 March 2006 to 31
March 2008 March 2007 March 2008 March 2007
£000 £000 £000 £000
Wages and salaries 4,070 3,960 413 238
Share based payments (see note 19) 89 8 - -
Social security costs 391 392 44 28
Other pension costs 42 25 42 25
4,592 4,385 499 291

6 Directors’ remuneration

Directors’ emoluments

Company contributions to money purchase pensiamspla

Share based payments

Period from 21
Year ended 31 March 2006 to 3

March 2008 March 2007
£000 £000
349 308
42 25
44 -

The aggregate of emoluments of the highest paigcttir was £109,76522007: £103,433) and company pension
contributions of £15,80(R007: £11,583) were made to a money purchase scheme on his behalf

Directors’ rights to subscribe for shares in therpany and its subsidiaries are indicated below:

J H Newman
A R Thirkill
D C Balbi

D C Balbi

D C Balbi

J H Newman
A R Thirkill

For further details of the options, refer to noge 1

Retirement benefits are accruing to the followingnber of directors under:

Money purchase schemes

Number of options

Exercise

At start At end price
of year of year £
9,000 9,000 0.25
3,000 3,000 0.25
120,000 120,000 0.30
- 60,000 0.195

- 145,000 0
- 150,000 0.285
- 120,000 0.285

Number of directors
2008 2007

w
N

33



Notes(continued)

Bank interest receivable

Financial income

Interest payable on loans and borrowings
Interest on shares classified as a liability

Financial expenses

8 Taxation

Recognised in the income statement

Deferred tax
Effect of change in tax rate

Origination and reversal of temporary differences

Total tax in income statement

Reconciliation of effective tax rate

Loss for the year
Total tax (expense)/credit

Loss excluding taxation

Tax using the UK corporation tax rate of 3Q2007: 30%)

Non deductible expenses

Effect of tax losses not recognised

Change in tax rate
Origination and reversal

Total tax (expense)/credit

Finance income and expense

Infoserve Group plc

Directors’ report and financial statements
Year ended 31 March 2008

Year ended 31
March 2008
£000

34

34

217
10

227

Year ended 31
March 2008
£000

(60)
5

(55)

Year ended 31
March 2008
£000

(2,945)
(55)

(2,890)

(867)
8
969

(60)
5

(55)

Period from 21

March 2006 to 31
March 2007
£000

47

47

202

202

Period from 21

March 2006 to 31
March 2007
£000

893

893

Period from 21

March 2006 to 31
March 2007
£000

(2,335)
893

(3,228)

(968)
10
65

893

The statutory tax rate changed on 1 April 2008 fi80f6 to 28%. The deferred tax asset has beertedsia the

new rate, resulting in a decrease of £60,000.
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9 Earnings per share

Infoserve Group plc

Directors’ report and financial statements

Year ended 31 March 2008

The calculation of earnings per share is based tippioss after taxation of £2,945,46007: £2,334,381) divided

by 18,162,4942007: 12,516,101), being the weighted average number of ordinary sharéssue during the year.

Share options in issue did not have a dilutive ichjpa the loss per share calculation.

Basic and diluted loss per share
Loss per share before amortisation

Weighted average number of ordinary shares:

Issued ordinary shares at 1 April
Effect of shares issued in June 2006
Effect of shares issued in June 2007
Effect of share options exercised

10 Dividends

The directors propose no dividend to be paid feryar(2007: £nil).

Period from 21

Year ended 31 March 2006 to 31

March 2008

(16.22p)
(14.84p)

Year ended 31
March 2008
000's

14,629

3,533

18,162

March 2007

(18.65p)
(17.35p)

Period from 21

March 2006 to 31
March 2007
000's

5,568
6,928
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11 Property, plant and equipment — Group

Cost

Balance at 1 April 2006
Additions

Disposals

Balance at 31 March 2007

Balance at 1 April 2007
Additions
Disposals

Balance at 31 March 2008

Depreciation and impairment
Balance at 1 April 2006
Depreciation charge for the year
Disposals

Balance at 31 March 2007

Balance at 1 April 2007
Depreciation charge for the year
Disposals

Balance at 31 March 2008

Net book value
At 1 April 2006

At 31 March 2007 and 1 April 2007

At 31 March 2008

Infoserve Group plc
Directors’ report and financial statements

Year ended 31 March 2008

Land and Plant and
buildings  equipment Total
£000 £000 £000
9 331 340
121 272 393
- (16) (16)
130 587 717
130 587 717
2 98 100
- (59) (59)
132 626 758
9 117 126
1 125 126
- (15) (15)
10 227 237
10 227 237
8 158 166
- (42) (42)
18 343 361
- 214 214
120 360 480
114 283 397

Refer to note 18 for information on grants receitedund a portion of the plant and equipment addg in the

current year.
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12 Intangible assets — Group
Data costs Website costs

£000 £000
Cost
Balance at 1 April 2006 11 477
Additions 322 8
Balance at 31 March 2007 333 485
Balance at 1 April 2007 333 485
Additions 326 -
Balance at 31 March 2008 659 485
Amortisation and impairment
Balance at 1 April 2006 - 194
Amortisation for the year 41 121
Balance at 31 March 2007 41 315
Balance at 1 April 2007 41 315
Amortisation for the year 133 118
Balance at 31 March 2008 174 433
Net book value
At 1 April 2006 11 283
At 31 March 2007 and 1 April 2007 292 170
At 31 March 2008 485 52

Infoserve Group plc

Directors’ report and financial statements

Year ended 31 March 2008

Data
management
system Total
£000 £000
- 488
52 382
52 870
52 870
5 331
57 1,201
- 194
- 162
- 356
- 356
- 251
- 607
- 294
52 514
57 594

The directors consider the data management systebye tunder construction, consequently no amontisais
currently being charged. Once the asset is comptawill be amortised over three years.

Amortisation and impairment charge:

The amortisation and impairment charge is recoghisehe following line items in the income statartie

Administrative expenses

2008
£000

251

2007
£000

162
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13 Investment in subsidiary

The Company has the following investment in a glibsy company:

Infoserve Group plc

Directors’ report and financial statements
Year ended 31 March 2008

Total
£000
Cost and net book value
Balance at 1 April 2006 -
Acquired in the year 386
Additions — equity settled share-based payments 8
Balance at 31 March 2007 394
Balance at 1 April 2007 394
Additions — equity settled share-based payments 89
Balance at 31 March 2008 483
Net book value
At 1 April 2006 -
At 31 March 2007 and 1 April 2007 394
At 31 March 2008 483
Country of Class of

Company Principal activity incorporation shares held Ownership

2008 2007
Infoserve Limited The provision of e-marketing sSees England and Wales 5p Ordinary 100% 100%

and £1
Preference

Infoserve.com Limited Dormant England and Wales iy 100% 100%
City-Visitor Limited Dormant England and Wales Qrdiy 100% 100%

On 11 April 2006, the Group acquired the entireiégss share capital of Infoserve Limited by way dftere for
share exchange (refer to note 2).
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14 Deferred tax assets — Group

Recognised deferred tax assets

Deferred tax assets are attributable to the fothoi

Assets
2008 2007
£000 £000
Tax value of loss carried forward 838 893
Tax assets 838 893
Movement in deferred tax during the year:
1 April Recognised 31 March
2007 in income 2008
£000 £000 £000
Tax value of loss carried forward utilised 893 (55) 838
893 (55) 838
Movement in deferred tax during the prior year:
1 April Recognised 31 March
2006 in income 2007
£000 £000 £000
Tax value of loss carried forward utilised - 893 893
- 893 893
Unrecognised deferred tax asset
Deferred tax assets have not been recognisedpraesf the following items:
2008 2007
£000 £000
Tax losses 969 65

The directors have reviewed projections in considewhether these timing differences will reversée utilised in
the foreseeable future, when deciding to recoghisse deferred tax assets.
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14 Deferred tax assets — Company

Recognised deferred tax assets

Deferred tax assets are attributable to the fothoi

Assets
2008 2007
£000 £000
Tax value of loss carried forward 90 96
90 96

Tax assets

Movement in deferred tax during the year:
1 April  Recognised 31 March

2007 in income 2008

£000 £000 £000

Tax value of loss carried forward utilised 96 (6) 90
96 (6) 90

Movement in deferred tax during the prior year:
1 April  Recognised 31 March

2006 in income 2007
£000 £000 £000
Tax value of loss carried forward utilised - 96 96
- 96 96
Unrecognised deferred tax asset
Deferred tax assets have not been recognisedpraesf the following items:
2008 2007
£000 £000
155 -

Tax losses

The directors have reviewed projections in considewhether these timing differences will reversée utilised in
the foreseeable future, when deciding to recoghisse deferred tax assets.
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15 Trade and other receivables

Due from subsidiary undertaking
Trade receivables

Prepayments and accrued income
Other receivables

At 31 March 2008 trade receivables are shown nenoéllowance for doubtful debts of £24,62007:

Group
2008
£000

282

arising from a provision for potential non-paymentebts.

16 Cash and cash equivalents

Cash and cash equivalents per balance sheet and
per cash flow statements

17 Interest-bearing loans and borrowings

Group
2008
£000

329

2007
£000

146
39
220

405

2007
£000

330

Infoserve Group plc
Directors’ report and financial statements
Year ended 31 March 2008

Company
2008
£000

3,722

4

3,726

Company
2008
£000

£22,765)

2007
£000

This note provides information about the contralcteems of the Group and Company’s interest-bealdags and
borrowings. For more information about the Groap &ompany’s exposure to interest rate risk ancketasrice

risk, see note 24.

Non-current liabilities
D R Hood loan account
Shares classified as a liability (note 21)

Current liabilities
Current portion of D R Hood loan account

Group
2008
£000

923
100

1,023

2,123

2,123

2007
£000

2,154
100

2,254

727

727

Company

2008
£000

100

100

2007
£000

100

100
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17 Interest-bearing loans and borrowinggcontinued)

Terms and debt repayment schedule

Nominal Year of Carrying Carrying

Currency interest rate maturity Face value amount Face value amount

2008 2007 2007

£000 £000 £000

D R Hood loan £ Linked to base 2010 3,046 2,881 2,881

rate
Shares classified £ 5% per annum N/A 100 100 100
as a liability
3,146 2,981 2,981
18 Trade and other payables
Group Company

2008 2007 2008 2007

£000 £000 £000 £000
Trade payables 513 472 - -
Non-trade payables and accrued expenses 1,113 967 68 20
Deferred income 1,197 862 - -
Deferred government grants 2 - - -
Current liabilities 2,825 2,301 68 20
Deferred government grants 21 - - -
Non-current liabilities 21 - - -

Included within trade and other payables is £45,00@D7: £nil) for the Group and £ni{2007: £nil) for the
Companyexpected to be settled in more than 12 months.

Included within accrued expenses is £10,0B@07: £nil) in respect of accrued interest on shares cladsigea
liability. This amount is payable when the Compéaay distributable profits.

During the year, the Group received a governmeantgof £25,000 for the fit out of the leased propet Pioneer
House in Darlington, £1,667 of the grant has beerpgnised within administrative expenses in theorme

Statement.
Deferred income relates to sales invoiced for wilehrevenue has not yet been recognised.
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19 Employee benefits

Defined contribution plans

The Group operates a defined contribution pensian. p

The total expense relating to this plan in the@ntriyear was £42,422007: £24,523).
Share-based payments — Group

The Unapproved Share Option Plan and Enterprisealylment Schemes were introduced in April 2006. ddnd
these plans the directors can grant options irpdrent company to employees of the Group. Optizasgranted
with a fixed exercise price. Ordinarily, optiongynbe exercised no earlier than the third annivgrefithe date of
grant and no later than the tenth anniversary efidite of grant, however there may be exceptiam fime to time
as in the grant to D C Balbi on 17 March 2008.

Exercise of an option is subject to continued emplent. There are no other vesting conditions h#ddo the
options and no performance criteria have been set.

The Company granted options over 145,000 ordindmres of 5p each to D C Balbi through the Enteepris
Management Incentive Scheme. The share optionexameisable at nil consideration and will be s@tisby the
transfer of ordinary shares from three of the Comyfsadirectors: S M Barnes, D | J Oliver and D Rddo There
are no time limits attached to the exercise ofalmsions.

The Company created a warrant instrument for Wettaird to subscribe at the Placing Price for nevinarg shares
up to the value of 2% of the fully diluted ordinaatyare capital of the Company immediately followAdmission at
any time during the three years following the dztAddmission.

The terms and conditions of the grants in the gearas follows, whereby all options are settleghysical delivery
of shares:

Number of Contractual

Grant date / employees entitled instruments Vesting conditions life of options
Equity settled award to participants in the Company Continuing

sharesave scheme granted by parent on 31 July 2007 39,800 employment 2010
Equity settled award to M J Deakin granted by paoenl8 Continuing

September 2007 30,000 employment 2010-2017
Equity settled award to D C Balbi granted by pameni6 Continuing

January 2008 60,000 employment 2011-2018
Equity settled award to D C Balbi granted by pant.7 Continuing

March 2008 145,000 employment  No time limit
Equity settled award to J H Newman granted by pgareri8 Continuing

March 2008 150,000 employment 2011-2018
Equity settled award to A R Thirkill granted by pat on 18 Continuing

March 2008 120,000 employment 2011-2018
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19 Employee benefits(continued)

The number and weighted average exercise pricglsasé options are as follows:

Weighted Number Weighted Number

average of options average of options
exercise price exercise price

2008 2008 2007 2007
pence number pence number

Outstanding at the beginning of the period 35.77 569,249 - -
Forfeited during the period 32.77 (81,382) 26.45 (72,459)
Exercised during the period - - 25.00 (48,529)
Granted during the period 23.71 677,324 34.03 690,237
Outstanding at the end of the period 28.97 1,165,191 35.77 569,249
Exercisable at the end of the period 27.59 439,909 41.15 294,909

The options outstanding at the year end have artisgeprice in the range of Op to 41.15p and a kteidjaverage
contractual life of 3.48 years.

The fair value of employee share options is measuseng the Black Scholes model. Measurement snpatl
assumptions are as follows:
Grant date 31 July 2007 18 September 2007 16 January 2008

Fair value at measurement date

Weighted average share price - pence 50 38 195
Exercise price - pence 40 38 195
Expected volatility (expressed as % used in theettiod

under Black Scholes model) 35.23% 36.70% 40.25%
Option life (expressed as weighted average lifgefrs used

in the modelling under Black Scholes model) 3.5 6.5 6.5
Expected dividends - - -
Risk-free interest rate (based on national govemrends) 5% 5% 5%
Grant date 17 March 2008 18 March 2008

Fair value at measurement date

Weighted average share price - pence 28.5 28.5
Exercise price - pence 0 28.5
Expected volatility (expressed as % used in theettiod

under Black Scholes model) 41.26% 41.28%
Option life (expressed as weighted average lifel us¢he

modelling under Black Scholes model) 6.5 6.5
Expected dividends - -
Risk-free interest rate (based on national govemrends) 5% 5%

The expected volatility is based on the historitatitity calculated based on the weighted averageaining life of
the share options.

Share options are granted under a continued emgglolyiservice condition. Such conditions are notmakto
account in the grant date fair value measuremetiteo$ervices received. There are no market dondiassociated
with the share option grants.
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19 Employee benefitgcontinued)

The total expenses recognised for the period @rifsom share-based payments are as follows:

2008 2007
£000 £000
Equity settled share based payment expense 89 8
20 Provisions
Group Total
£000
Balance at 1 April 2007 -
Provision made during the year — onerous lease 80
Balance at 31 March 2008 80
Non-current -
Current 80
80

The onerous lease provision is the estimated iiglihsed on future plans and current property etacknditions.

In 2006 the Group entered into a lease for offgace, a distinct proportion of the building is vaicand available
for sub-let. The annual rental attributed to theacupied space has been provided for.
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21 Capital and reserves

Reconciliation of movement in capital and reserves Group

Balance at 1 April 2006

Total recognised income and expense
Equity-settled share based payment transactions
Equity shares issued in the year

Premium on shares issued in the year

Costs on issue of shares

Balance at 31 March 2007

Balance at 1 April 2007

Total recognised income and expense
Equity-settled share based payment transactions
Equity shares issued in the year

Premium on shares issued in the year

Costs on issue of shares

Balance at 31 March 2008

Reconciliation of movement in capital and reserves Company

Balance at 1 April 2006

Total recognised income and expense
Equity-settled share based payment transactions
Equity shares issued in the year

Premium on shares issued in the year

Costs on issue of shares

Balance at 31 March 2007

Balance at 1 April 2007

Total recognised income and expense
Equity-settled share based payment transactions
Equity shares issued in the year

Premium on shares issued in the year

Costs on issue of shares

Balance at 31 March 2008

Infoserve Group plc
Directors’ report and financial statements
Year ended 31 March 2008

Share Share Retained Total
capital premium  earnings equity
£000 £000 £000 £000
286 - (3,274) (2,988)
- - (2,335) (2,335)
- - 8 8
445 - - 445
- 2,567 - 2,567
- (357) - (357)
731 2,210 (5,601) (2,660)
731 2,210 (5,601) (2,660)
- - (2,945) (2,945)
- - 89 89
223 - - 223
- 1,778 - 1,778
- (117) - (117)
954 3,871 (8,457) (3,632)
Total
Share Share Retained parent
capital premium earnings equity
£000 £000 £000 £000

- - (232) (232)

- - 8 8

731 - - 731
- 2,567 - 2,567

- (357) - (357)
731 2,210 (224) 2,717
731 2,210 (224) 2,717
- - (559) (559)

- - 89 89

223 - - 223
- 1,778 - 1,778

- (117) - (117)
954 3,871 (694) 4,131

As permitted by Section 230 of the Companies A, Ihcome Statement of the parent company is resgmted as

part of these accounts.
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21 Capital and reservegcontinued)

The motive and purpose of each reserve within ggsias follows:

Reserve Description and purpose
Retained earnings Cumulative net gains asskl®recognised earnings in the consolidated instaement.

Share premium Amount subscribed for share abipitexcess of nominal value, and deduction ofof
raising equity

Share capital

Cumulative preference shares Ordinary share of 5p each
of £1 each
2008 2007 2008 2007
£000 £000 £000 £000
At 1 April 2007 100 100 731 -
Issued for cash - - 223 731
At 31 March 2008 — fully paid 100 100 954 731
2008 2007
£000 £000
Authorised
30,000,000 Ordinary shares of 5p each 1,500 1,500
150,000 Cumulative preference shares of £1 each 150 150
1,650 1,650
Allotted, called up and fully paid
19,073,441 Ordinary shares of 5p each 954 -
14,628,996 Ordinary shares of 5p each - 731
100,000 Cumulative preference shares of £1 each 100 100
1,054 831
Shares classified as liabilities 100 100
Shares classified in shareholders funds 954 731
1,054 831

On 15 June 2007, the company issued 4,444,445agdshares of 5p each for a cash consideratiorbpfper
share.

The ordinary shares entitle the owner to one vatee¥ery share held. The preference shares carmting rights.
Neither the ordinary shares nor the preferenceeshane redeemable.

Interim and final dividends on the ordinary shamesy be recommended by the Board at any time. Tékemgnce
shares attract a fixed cumulative aggregate casteatid of 5% per annum. This is payable when then@any has
distributable reserves. Dividends shall be payahleually and no later than four months after &ryend to which
it relates.
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21 Capital and reservegcontinued)
Upon winding up the Company, the surplus assetseofCompany remaining after payment of its liaieiitshall be
applied as follows:

(i) paying to the holders of the Preference sharesamount equal to the nominal value of such share
together with a sum equal to all arrears or acasfidividends;

(ii) the remaining assets shall belong and beidiged to the ordinary shareholders.

22 Operating lease
Non-cancellable operating lease rentals are payeblellows:
Group
2008 2007
£000 £000
Less than one year 284 208
Between one and five years 986 1,105
More than five years 2,135 2,382
3,405 3,695

During the year £322,871 was recognised as an egp&nthe income statement in respect of operdéages
(2007: £277,390).

23 Related parties

Group
Transactions with key management personnel

The remuneration of the directors, who are the rkepagement personnel of the Group is disclosedta 6. A
number of key management personnel or their relptgties, hold positions in other entities thatutes them
having control or significant influence over thagncial or operating policies of these entities.

A number of these entities transacted with the @riouthe reporting period. The terms and condgiaf the
transactions with key management personnel andrélaied parties were no more favourable thanetlzosilable,
or which might reasonably be expected to be availain similar transactions to non-key managemensgnnel
related entities on an arm’s length basis.

Directors of the Company and their immediate re¢eticontrol 66.27 per ce(®007: 86.42 per cent) of the voting
shares of the Company.

At 31 March 2008, an amount of £2,661,52207: £2,711,552) was owed by Infoserve Limited to D R Hood, a
director and principal shareholder of Infoserve @rplc. D R Hood has given an undertaking to tbar8 not to
seek repayment of his loan until such time as tteu@is cash flow positive or there is a fundamiecttange in the
share ownership of the Group (refer to note 1 fothier details). Interest is charged at a rat®.6f4 above
Barclays Bank plc base rate. Interest charged eridéin during the year amounted to £215,88®7: £200,592)
and £385,046 remained unpaid at the year(20@7: £169,110) and is included within trade and other payables.
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23 Related partie(continued)

Infoserve Limited entered into a lease agreememémd property from Amerdale Investments LLP, aitess in
which D R Hood has an interest. The administragixpenses incurred from Amerdale Investments LLBuarted
to £165,964(2007: £nil) and the amount owed by Infoserve Limited at thiarze sheet date was £75,92007:
£nil). The lease is for a term of fifteen years at £2@% per annum, with the first year being rent fréée period
between rent reviews is five years.

During the year, Infoserve Limited made sales db,887 (2007: £34,104) to and purchases of £62,353007:
£69,976) from Multiflight Limited, a company in which D Ratd is a director and principal shareholder. At th
balance sheet date Infoserve Limited owed £19(20@7: £nil) to Multiflight Limited.

The Company has no related party transactions.

24 Financial instruments

Financial instruments

The Infoserve Group is exposed through its opematio one or more of the following financial risks:
» Liquidity risk
* Market price risk
* Interest rate risk

e Credit risk

Policy for managing these risks is set by the Bdatlbwing recommendations from the Finance Direcfbhe
policy for each of the above risks is describethore detail below.

Liquidity risk
The liquidity risk of the Group is managed cenyralliquidity risk arises from the Group’s manageineihworking
capital and the finance charges and principal paysnen debt financing. It is the risk that the Bdose Group will

have difficulty in meeting its financial obligatienas they fall due. The Group currently has sufitiliquid
resources to meet the liquidity requirements ofithginess and its future plans.

The major shareholder has provided the Board @fcttirs with a written undertaking to not seek repamts in
accordance with the terms and conditions of hia lgreements until such time as the Group is aashfbsitive or
their is a fundamental change in the share ownewttihe Group.

Maturity of financial liabilities

The carrying amounts of financial liabilities (emding unamortised finance costs), all of which exposed to cash
flow or fair value interest rate risk, are repayass follows:

Long term Long term

On demand borrowing On demand borrowing

2008 2008 2007 2007

£000 £000 £000 £000

Less than one year - 2,123 - 727
1to 2 years - 923 - 1,231
2 to 5 years - - - 923
Over 5 years - 100 - 100
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24 Financial instruments(continued)

Market price risk

Market price risk arises from the use of intere=ring, tradeable and foreign currency financiatrimments. It is

the risk that the fair value of future cash flowsadinancial instrument will fluctuate becausecbinges in interest
rates, currency rates or other market factors. Gheup's customer base is largely within the UK banges in

exchange rate pose no significant risk.

Interest rate risk

The Group finances its operations through equity @her borrowings. The interest calculated oreioborrowings
is at base rate plus 2.5%. The Group’s exposuietéoest risk are fluctuations in base rate. Treup reviews
borrowings at Board meetings.

The key sensitivity impacting the interest ratd 106 the Group is movements in the base rates dstimated that a
0.5% movement in this rate would change the interiesrge by £13,000.

Credit risk

The Infoserve Group’s credit risk is primarily dexd from its trade receivables, this risk is mawhdaily by the
Group’s credit control function who monitor recoyend ensure that outstanding debts are identifieen these
become overdue and appropriate action is takeactver the amounts outstanding.

Due to the wide range of customers, the Group basubstantial exposure to any individual third pamtrespect of
trade receivables.

The Board receives management information each m@garding sales and trade receivables and mertiher
Group’s performance. The following table illustmtihe concentrations of credit risk within the Graas at the
balance sheet date.

Greater than

Gross debtors Provision Due in 30 days 30 —60 days 60 days

£000 £000 £000 £000 £000

31 March 2008 45 (25) 15 3 27
31 March 2007 169 (23) 36 39 94

The Group’s maximum credit risk is equal to thergiaig value for trade receivables and cash and egsivalents.

The Group’s credit quality is considered by theeiors to be high due to the volume of upfront payts that are
received.

Capital

The Group considers its capital to comprise itdnang share capital, preference share capital ahdre premium
account less accumulated retained losses.

It is the Group’s policy to maintain its gearindioa at a level that balances risks and returnsearstdires that the
company has sufficient liquidity in the business.

There were no changes to the Group’s capital mamegeduring the year. Neither the Company nor anis
subsidiaries are subject to externally imposedtabp@quirement.

25 Capital commitments

The Group had no capital commitments at 31 Mard@d822007: £nil).
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26 Explanation of transition to Adopted IFRSs — Graip

As stated in note 1, these are the Group’s firstsotidated financial statements prepared in accmelavith
Adopted IFRSs.

The accounting policies set out in note 1 have lzgmlied in preparing the financial statementstiier year ended
31 March 2008, the comparative information presgimethese financial statements for the year ergled/larch
2008 and in the preparation of an opening IFRSrealaheet at 1 April 2006 (the Group’s date ofditaon). The
effective date of acquisition has been taken aprll 2006 and not 21 March 2006, as the Companyndidrade in
that period. In preparing its opening IFRS balaskeet, the Group has adjusted amounts reporteibpsty in
financial statements prepared in accordance vétbld basis of accounting (UK GAAP). An explanatarhow the
transition from UK GAAP to Adopted IFRSs has affatthe Group’s financial position, financial perfance and
cash flows is set out in the following tables anel hotes that accompany the tables.

Change in accounting policy “-UK GAAP restatement

Historically the Group has recognised a fixed prtipa of its advertising revenue at the point desand spread
the remainder of the revenue over the term of treeament. Following a review, the following chasdmve
been made:

New business online advertising — no change

Renewals of online advertising — spread evenly dverterm of the agreement as this more accuratatghes
revenues with costs

The change to the treatment of renewals has thlenfiolg impact on the financial results of the Group

Period from 21
March 2006 to 31 Year ended 31
March 2007 March 2006

£000 £000
Decrease revenue (252) (131)
Increased deferred revenue 252 131
Increase losses 252 131
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26 Explanation of transition to Adopted IFRSs — Graip (continued)

Reconciliation of equity

1 April 2006
Effect of
transition
Restatement to
under UK UK GAAP  Adopted Adopted
UK GAAP GAAP Restated IFRSs IFRSs
Note £000 £000 £000 £000 £000
Non-current assets
Property, plant and equipment 214 - 214 - 214
Intangible assets 294 - 294 - 294
508 - 508 - 508
Current assets
Trade and other receivables 348 - 348 - 348
Cash and cash equivalents 211 - 211 - 211
559 - 559 - 559
Total assets 1,067 - 1,067 - 1,067
Current liabilities
Interest-bearing loans and borrowings (2,730) - (2,730) - (2,730)
Trade and other payables a,b (1,072) (131) (1,203) (22) (1,225)
(3,802) (131) (3,933) (22) (3,955)
Non-current liabilities
Interest-bearing loans and borrowings (100) - (100) - (200)
(100) - (100) - (100)
Total liabilities (3,902) (131) (4,033) (22) (4,055)
Net liabilities (2,835) (131) (2,966) (22) (2,988)
Equity attributable to equity holders of the
parent
Share capital 286 - 286 - 286
Retained earnings ab (3,121) (131) (3,252) (22) (3,274)
Total equity (2,835) (131) (2,966) (22) (2,988)

Notes to the reconciliation of equity
a) Employee benefits £22,000 — Holiday Pay

Under UK GAAP, the Group’s policy was not to prawitbr holiday pay. Under IFRS, it is a requirement
to provide for holiday pay.

b) Revenue recognition £131,000 — Refer to pag®iturther details of this adjustment.
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26 Explanation of transition to Adopted IFRSs — Graip (continued)

The restatement under UK GAAP relates to a changeé¢ounting policy for revenue recognition anéxgplained
on page 51. This change impacts on the resultsrusd GAAP and IFRS equally.

Reconciliation of equity

31 March 2007
Effect of
transition
Restatement to
under UK UK GAAP  Adopted Adopted
UK GAAP GAAP  Restated IFRSs IFRSs
Note £000 £000 £000 £000 £000
Non-current assets
Property, plant and equipment 480 - 480 - 480
Intangible assets a e 3,480 131 3,611 (3,097) 514
Deferred tax assets b 703 - 703 190 893
4,663 131 4,794 (2,907) 1,887
Current assets
Trade and other receivables 405 - 405 - 405
Cash and cash equivalents 330 - 330 - 330
735 - 735 - 735
Total assets 5,398 131 5,529 (2,907) 2,622
Current liabilities
Interest-bearing loans and
borrowings (727) - (727) - (727)
Trade and other payables cde (1,879) (383) (2,262) (39) (2,301)
(2,606) (383) (2,989) (39) (3,028)
Non-current liabilities
Interest-bearing loans and
borrowings (2,254) - (2,254) - (2,254)
(2,254) - (2,254) - (2,254)
Total liabilities (4,860) (383) (5,243) (39) (5,282)
Net assets/(liabilities) 538 (252) 286 (2,946) (2,660)
Equity attributable to equity
holders of the parent
Share capital 731 - 731 - 731
Share premium 2,210 - 2,210 - 2,210
Retained earnings a, bcde (2,403) (252) (2,655) (2,946) (5,601)
Total equity 538 (252) 286 (2,946) (2,660)
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26

Explanation of transition to Adopted IFRSs — Graip (continued)

Notes to the reconciliation of equity

a)

b)

c)

d)

e)

Business combinations — goodwiill

The acquisition of Infoserve Limited by Infoserveo@p plc has been treated as a reverse acquigition
accordance with IFRS3. No goodwill has been reisegh The eliminated goodwill of £3,097,000 is
included in retained earnings.

Deferred tax assets

Under UK GAAP, the Group’s deferred tax asset wasalinted. Under IFRS this is not permissible,
therefore the effect of the discounting of £190,6@6 been reversed.

Operating lease payments

Under UK GAAP, rent free periods have been spreaat the period from the date of grant to the first
available break clause in the lease. Under IFB&, free periods are amortised over the period fitwen
date of grant to the end of the lease, resultirg¢harge of £11,000.

Employee benefits — holiday pay

Under UK GAAP, provision for holiday pay is a mattd accounting policy. The Group’s policy was not
to provide for holiday pay totalling £28,000. UndlERS, it is a requirement to provide for holidaay.

Revenue recognition — Due to a prior year restaht, the fair value of assets at the date ofisitigumn has
decreased, therefore goodwill on acquisition haseimsed by £131,000 under UK GAAP. The impact of
this restatement on deferred income was £383,8&fer to page 51 for further details.
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26 Explanation of transition to Adopted IFRSs — Graip (continued)
Reconciliation of loss for the period ended 31 March 2007

2007
Restatement Effect of
under UK UK GAAP transition to
Note UK GAAP GAAP Restated Adopted IFRSs Adopted IFRSs
£000 £000 £000 £000 £000
Revenue e 4,015 (252) 3,763 - 3,763
Cost of sales a (3,607) - (3,607) (3) (3,610)
Gross profit 408 (252) 156 3 153
Administrative
expenses a,b (3,049) - (3,049) (15) (3,064)
Amortisation of
intangible assets C (318) - (318) 156 (162)
Operating loss
before net
financing costs (2,959) (252) (3,211) 138 (3,073)
Financial income 47 - 47 - a7
Financial expenses (202) - (202) - (202)
Net financing costs (155) - (155) - (155)
Loss before tax (3,114) (252) (3,366) 138 (3,228)
Taxation d 703 - 703 190 893
Loss for the year (2,411) (252) (2,663) 328 (2,335)

Notes to the reconciliation of loss
a) Employee benefits — holiday pay

Under UK GAAP, the Group’s policy was not to prowitbr holiday pay. Under IFRS, it is a requirement
to provide for holiday pay, resulting in a chardgeEd,000.

b) Operating lease payments

Under UK GAAP, rent free periods have been spreaat the period from the date of grant to the first
available break clause in the lease. Under IFB&, free periods are amortised over the period fitwen
date of grant to the end of the lease, resultirg¢harge of £11,000.

c) Business combinations — goodwill

The acquisition of Infoserve Limited by Infoserveo@p plc has been treated as a reverse acquigition
accordance with IFRS3. As a result, no goodwils teeen recognised. The eliminated goodwill of
£156,000 is included in retained earnings.

d) Deferred tax assets

Under UK GAAP, the Group’s deferred tax asset wasalinted. Under IFRS this is not permissible,
therefore, the effect of the discounting of £190,0@s been reversed.

e) Revenue recognition £252,000 — Refer to padgeifurther details of this adjustment.
Explanation of material adjustments to the cash flow statement for 31 March 2007

There are no other material differences, other tbgsresentation, between the cash flow statenrersepted under
Adopted IFRSs and the cash flow statement presemeéer UK GAAP.
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27 Explanation of transition to Adopted IFRSs — Corpany

Reconciliation of equity at 31 March 2007

Effect of
transition to
Adopted Adopted
UK GAAP IFRSs IFRSs
Note £000 £000 £000
Non-current assets
Investment in subsidiary 394 - 394
Deferred tax assets a - 96 96
394 96 490
Current assets
Trade and other receivables a 2,423 (76) 2,347
2,423 (76) 2,347
Total assets 2,817 20 2,837
Current liabilities
Trade and other payables (20) - (20)
(20) - (20)
Non-current liabilities
Interest-bearing loans and (200) - (100)
borrowings
(100) - (100)
Total liabilities (120) - (120)
Net assets 2,697 20 2,717
Equity attributable to equity
holders of the parent
Share capital 731 - 731
Share premium 2,210 - 2,210
Retained earnings a (244) 20 (224)
Total equity 2,697 20 2,717

No reconciliation of equity has been prepared Apfil 2006. The Company was formed on 21 March@86d at
1 April 2006 was dormant. No differences were tderd between UK GAAP and IFRS.
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27 Explanation of transition to Adopted IFRSs — Corpany (continued)

Notes to the reconciliation of equity
a) Deferred tax assets

Under UK GAAP, the Company’s deferred tax asset tiasounted. Under IFRS this is not permissible,

therefore, the effect of the discounting has besensed. Also, under IFRS deferred tax assetstaren
within non-current assets.

Reconciliation of loss for the period ended 31 March 2007

Note £000
UK GAAP loss after tax (244)
Reversal of discounting on the deferred tax asset a 20
Adopted IFRS loss after tax (224)

The prior period results covered the period fromoiporation on 21 March 2006 to 31 March 2007, h@are
Infoserve Group plc did not trade between the datacorporation and 31 March 2006 and thereforectomparative
purposes the results represent a full year’s tcadin

Notes to the reconciliation of loss

a) Deferred tax assets

Under UK GAAP, the Company’s deferred tax asset tiasounted. Under IFRS this is not permissible,
therefore, the effect of the discounting has besensed.

Cash flow statement

Under UK GAAP, the parent company was hot requice@dnd did not, prepare a cash flow statement.
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