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Fayrewood plc

Directors’ report

The directors present their report and financeateshents for the year ended 31 December 2008.
Principal Activities
Fayrewood plc, whose shares were, unti! E8bruary 2009, traded on the Alternative Investnivarket (AIM)

of the London Stock Exchange, acts as a holdingpemm The group operated as a European computer
peripherals and hardware distributor.

During the year the group disposed of its last afieg subsidiaries, Interface Solutions Internatldnmited
and Systems Loan Services Limited, and continugatdeide consultancy services.

Post balance sheet events

In December 2008 the company circulated a prop&d@me of Arrangement to shareholders recommending
an offer by Letchworth Investments Limited, a ptavaompany, for all of the shares in the comparye T
Scheme was subject to the approval of sharehotdens Extraordinary General Meeting (EGM) of thenpany

and to the approval by the High Court.

Subsequent to the balance sheet date the EGM Jdhah@ a resolution was passed approving the pebpos
accept the offer. The Scheme was approved subsygbgrihe High Court. As a result the company lsasce

the year end, paid a dividend of £26.4 million &tdhworth Investments Limited, delisted from théefhative
Investment Market (AIM) of the London Stock Exchanand re-registered as Fayrewood Limited, a private
company.

The company is now, since the year end, a whollyeasubsidiary of Letchworth Investments Limited.
Results and Dividends

The consolidated loss after tax for the year anenite £952,000 (2007: profit £5,941,000).

The dividend paid on ordinary shares in the year £E06,113 (2007: £1,009,000). The board recommttad
the interim dividend of 1.0 pence per share paithdithe year is the final dividend for 2008.

Review of the Business

Group key performance indicators

The combined key performance indicators, beforeraampany consolidation, for the remaining whollyned
subsidiary undertakings, Interface Solutions Irdéiomal Limited and Systems Loan Services Limitep,to
date of disposal are as follows:

To 24 July To 24 July
2008 2007 2008 2007

£000's £000's % %
Turnover 66,922 129,585
Gross Profit 4,832 10,037
Gross profit as a percentage of turnover 7.2% 8%7.
(Loss)/earnings before interest (EBIT)* (1,0712) 732
EBIT* as a percentage of turnover (1.6%) 0.56%
Debt and inter-company borrowings 15,762 17,161
Interest cover* (1.58%) 1.51%

* Before group management charges
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Supplier payment policy

It is the policy of the company to agree terms afrpent with suppliers in advance and to abide bgedtterms.
In 2008, the group had an average of 42 days pseshautstanding in trade creditors (2007: 42 days).
Directors, their interests and indemnity provisions

The directors who held office during the year hélel following interests in the share capital of teenpany:

31 December 2008 31 December 2007

Ordinary Ordinary

5p shares 5p shares
Mario Legorburu (resigned 31 December 2008) 3,283,0 3,268,020
David Kleeman 832,681 832,681
Sir Tim Chessells 7,259 7,259
Richard Templeton 9,000 9,000
Keith Negal (resigned 31 December 2008) 30,245 1,2

Included in David Kleeman'’s holding is a non-beaieli interest in 4,000 (2007: 4,000) ordinary skawé 5p
each.

A directors and officers insurance policy was iagd during 2008 and remains in place. The compasy h
granted an indemnity to its directors against ligbin respect of proceedings brought by thirdtjes; subject to
the conditions set out in the Companies Act 198&hSjualifying third party indemnity provision remst in
force as at the date of approving the directongsore

Risk

The group relies upon the existing controls withinsystems and on the ongoing review and reassessuh
risk by managers and the board in order to ideatify appropriately limit risk exposure.

Competitive Risk

During the year, the group disposed of its remaginaperating subsidiaries and there no longer exsts
competitive risk. However, prior to these dispss#the group was reliant upon ongoing supplier @arstomer
relationships and applied the following policies:

Suppliers: distribution agreements with suppliersravgenerally not exclusive in any given territ@ayd
typically were renewable on an annualised basisdiat supply shortages may have adversely impabied
group’s operations. Changes in terms with supptieas had a significant impact on volume discourgbates,
marketing incentives, stock rotation or price petitthn may have adversely impacted future profitghilThe
group was also dependent upon the ongoing reseaithievelopment strategy of suppliers in order shigh
suppliers continued to offer appropriate produictsaddition the group needed to identify new sugglin order
to complement its existing product portfolio as rteehnology applications developed.

Customers: typically placed orders with the group ao case-by-case basis rather than on long-termplysup
arrangements. Ongoing sales were therefore depeogen the group offering competitively priced dable
products with appropriate service and support oardinuing basis.

Deterioration in demand for IT products may hawalléo increased competition and impacted profitgbil
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Financial Instrument Risks

Cash flow risk from variable interest rates: theugr borrowed desired currencies primarily at fiogtiates of
interest. This created the risk of variability iast flow due to the uncertainty of future baseréagerates.
Floating rate facilities are reviewed regularlyagsess their competitiveness. Interest rate changgsidversely
impact future profitability.

Liquidity risk: the group’s objective is to maintaa balanced working capital cycle to ensure thatlével of
funding required does not exceed that availabla.important element of this objective was the sfyit use of
confidential trade receivables discounting whichjtb nature, allowed the level of funding availd grow in
direct proportion to the business. In addition gheup made use of committed facilities to mitigaseliquidity

risk.

Credit risk: is the risk that one party to a fin@hdnstrument will cause a financial loss for tldher party by
failing to discharge an obligation. Group policiesre aimed at balancing such losses against thefitseaf the
group’s trading strategy and targets, and requinad deferred terms were only granted to custoragesnst
which credit insurers offered adequate credit iasoe or which demonstrated an appropriate paymistary
and satisfied credit worthiness procedures. Detdilthe group’s debtors are shown in Note 16 tofifmencial
statements.

Exchange rates: fluctuating exchange rates caupact on the revaluation of assets and liabilitietd in
foreign currencies.

Major Interests in Shares
On 31 December 2008, the following shareholderd belotifiable interest in the shares of Fayrewplod

% of ordinary
No. of shares shares held

Hypolorba Sociedad Limitada 3,268,020 14.1%
J O Hambro 6,729,218 29.3%
David Kleeman 832,681 3.6%

Mario Legorburu and his wife are the beneficial evenof the shares held by Hypolorba Sociedad Lduaita
These shareholdings are reflected in the directotstests in the share capital of the company Wwhie set out
above.

International Financial Reporting Standards
In accordance with AIM listing rules, the grouppigeparing financial statements under Internatidfiahncial

Reporting Standards as adopted by the EuropeamUtileRS”). The principal accounting policies adegp by
the group are set out in note 2 to the group adsoun

Employee Involvement
Employees are encouraged to present their suggsstiod views via forums and regular requests foutiof

ideas. Regular meetings are held between depadmeranagers and employees to allow a free flow of
information and ideas.
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Disclosure of Information to the Auditors

So far as each person who was a director at tleealapproving this report is aware, there is devant audit
information, being information needed by the audito connection with preparing its report, of whitte
auditor is unaware. Having made enquiries of feltbrectors and the group’s auditor, each directs taken all
the steps that he is obliged to take as a direatorder to make himself aware of any relevant aundibrmation
and to establish that the auditor is aware ofitifatmation.

Auditors

A resolution to re-appoint Ernst & Young LLP as ttmmpany's auditor will be put to the forthcomingnial
General Meeting.

By order of the board

Dick Lynch
Secretary
24 March 2009
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Statement of directors’ responsibilities in relation to the Group financial statements

The directors are responsible for preparing theuahfReport and the Group financial statements aom@tance
with applicable United Kingdom law and those Intgional Financial Reporting Standards as adoptethéy
European Union.

The directors are required to prepare Group firsrstatements for each financial year which prefary the
financial position of the Group and the financiakfjprmance and cash flows of the Group for thatogler In
preparing those Group financial statements thecttire are required to:

. Select suitable accounting policies and then afhf@yn consistently;

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

. provide additional disclosures when compliance wille specific requirements in IFRSs is
insufficient to enable users to understand the @npd particular transactions, other events and
conditions on the Group'’s financial position anthficial performance; and

. state that the Group has complied with IFRSs, stibje any material departures disclosed and
explained in the financial statements.

The directors are responsible for keeping propeowaating records which disclose with reasonableiiaay at
any time the financial position of the Group andilde them to ensure that the Group financial stetgsn
comply with the Companies Act 1985. They are a&sponsible for safeguarding the assets of the [i>amal
hence for taking reasonable steps for the preveiatial detection of fraud and other irregularities.
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Independent Auditors’ Report to the members of Fayewood plc

We have audited the group financial statementsagfdwood plc for the year ended 31 December 2008hwh
comprise the Group Income Statement, Group StatenfeGhanges in Equity, Group Balance Sheet, Group
Cash Flow Statement and the related notes 1 tol2@se group financial statements have been prepseer
the accounting policies set out therein.

We have reported separately on the parent compaagcial statements of Fayrewood plc for the yeated
31 December 2008.

This report is made solely to the company's membassa body, in accordance with Section 235 of the
Companies Act 1985. Our audit work has been uallent so that we might state to the company's mesmber
those matters we are required to state to thenmiaualitors' report and for no other purpose. Tefthlest
extent permitted by law, we do not accept or asstesponsibility to anyone other than the company e
company's members as a body, for our audit workthis report, or for the opinions we have formed.

Respective responsibilities of directors and audits

The directors’ responsibilities for preparing thenial Report and the group financial statemengcaordance
with applicable United Kingdom law and InternatibR@nancial Reporting Standards (IFRSs) as adobyetthe
European Union are set out in the Statement ofdire’ Responsibilities.

Our responsibility is to audit the group financg&htements in accordance with relevant legal agdlaeory
requirements and International Standards on Ag{fi¥K and Ireland).

We report to you our opinion as to whether the gritmancial statements give a true and fair view amether
the group financial statements have been propedpared in accordance with the Companies Act 198&
also report to you whether, in our opinion, theoiniation given in the Directors' Report is consisteith the
group financial statements.

In addition we report to you if, in our opinion, viiave not received all the information and expliamat we
require for our audit, or if information specifibg law regarding directors' remuneration and othersactions
is not disclosed.

We read other information contained in the Annuap&t, and consider whether it is consistent withaudited
group financial statements. The other informatimmprises onljthe Directors’ Report. We consider the
implications for our report if we become aware oy apparent misstatements or material inconsistsnaith
the group financial statements. Our responsigditio not extend to any other information.

Basis of audit opinion

We conducted our audit in accordance with Inteamati Standards on Auditing (UK and Ireland) issbgdhe
Auditing Practices Board. An audit includes exaation, on a test basis, of evidence relevant tcatheunts
and disclosures in the group financial statemetttalso includes an assessment of the signifieatimates and
judgements made by the directors in the preparatfothe group financial statements, and of whetther
accounting policies are appropriate to the grogptsumstances, consistently applied and adequdistjosed.

We planned and performed our audit so as to olatihithe information and explanations which we cdeséd
necessary in order to provide us with sufficientlesce to give reasonable assurance that the dioapcial
statements are free from material misstatementthehecaused by fraud or other irregularity or errdn
forming our opinion we also evaluated the overakguacy of the presentation of information in tmeug
financial statements.
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Independent Auditors’ Report to the members of Fayewood plc

Opinion
In our opinion:

= The group financial statements give a true andviaiwv, in accordance with IFRSs as adopted by
the European Union, of the state of the Group’aiedfas at 31 December 2008 and of its loss for
the year then ended;

= The group financial statements have been propeelygred in accordance with the Companies Act
1985; and

= The information given in the Directors' Report @sistent with the group financial statements.

Ernst & Young LLP
Registered auditor
London

24 March 2009




Fayrewood plc

Group income statement
for the year ended 31 December 2008

Administrative income/(expenses)

Group operating profit/(loss) from continuing operations
Profit on sale of investments

Finance revenue

Profit from continuing operations before taxation

Tax expense

Profit for the year from continuing operations

Discontinued operations
(Loss)/profit for the year from discontinued operas

(Loss)/profit for the year

(Loss)/earnings per share - basic and diluted
Earnings per share: continuing - basic and dilute
(Loss)/earnings per share: discontinued - bawdcdiluted

2008 2007
Notes £000’s £000’s
870 (112)
5 870 (112)
15 41 137
7 1,677 1,078
1,718 1,215
2,588 1,103
9 (287) (62)
2,301 1,041
11 (3,253) 4,900
(952) 5,941
12 4.100) 16.22p
12 9.91p 2.84p
12 (14.01p) 13.38p
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Group statement of changes in equity
for the year ended 31 December 2008

Share Capital Share Foreign Merger Profit Total
capital redemptiol  premium currency reserve and loss
reserve  account translation account
reserve

£000’s £000’s £000’s £000'’s £000’s £000's &80
At 1 January 2007 2,580 - 17,813 (1,331) 6,355 39,403 64,820
Profit for the year - - - - - 5,941 5,941
Dividends paid - - - - - (4,227) (4,227)
Movement on currency
translation - - - 859 - - 859
Other movements:
Proceeds from issue of
shares 49 - 330 - - - 379
Share buy backs (1,470) 1,470 - - (32,627) 2,637)
Currency reserve
realised on disposals - - - (781) - 781 -
Merger reserve realised
on disposals - - - - (6,355) 6,355 -
Realised on disposals
via income statement - - - 1,253 - - 1,253
Shared based payments - - - - 30 30
At 1 January 2008 1,159 1,470 18,143 - 15,656 36,428
Loss for the year (952) (952)
Dividends paid (696) (696)
Other movements:
Proceeds from issue of
shares 4 83 87
Shared based payments - - 4 4
At 31 December 2008 1,163 1,470 18,226 - 12,0 34,871

Share capital

The balance classified as share capital is the mamialue of 5p per share for all of the sharessne at the

year end 23,257,116 (2007: 23,177,166).

Capital redemption reserve

The balance is the value at par of 5p of all ofshares purchased and cancelled by the group (2893).

Share premium account

The balance is any premium paid on the issue atstand the exercise of options.

10



Fayrewood plc

Group balance sheet at 31 December 2008

Non-current assets

Property, plant and equipment

Intangible assets

Current assets
Trade and other receivables
Inventories

Cash and short-term deposits

Total assets

Current liabilities

Trade and other payables
Financial liabilities
Corporation tax payable

Non—current liabilities
Provision

Total liabilities

Net assets

Capital and reserves
Called up share capital
Capital redemption reserve
Share premium account
Retained earnings

Total equity

David Kleeman
Director

Sir Tim Chessells
Director

24 March 2009

Notes

13
14

16
17
18

19

20

22

23

2008 2007
£000’s £000's
- 802
- 318
- 1,120
159 27,854
- 13,237
37,079 33,097
37,238 74,188
37,238 75,308
1,328 23,166
- 15,152
289 62
1,617 38,380
750 500
750 500
2,367 38,880
34,871 36,428
1,163 1,159
1,470 1,470
18,226 18,143
14,012 15,656
34,871 36,428

11



Fayrewood plc

Group cash flow statement
for the year ended 31 December 2008

Operating Activities

(Loss)/profit for the year

Adjustments to reconcile profit for the year to aash inflow from
operating activities.

Effect of exchange rates on cash and cash equtgalen
Tax on discontinued operations

Tax on continuing operations

Net finance costs

Loss on disposal of discontinued operation

Net profit on sale of investments

Net profit on sale of associates

Share of post tax profits of associates accourtedding the equity
method.

Depreciation and impairment of property, plant agdipment
Amortisation and impairment of intangible assets
Share-based payments

Transfer from foreign currency translation reserve
Decrease in inventories

Decrease in trade and other receivables
Decrease in trade and other payables

Movement in provisions

Cash generated from operations

Income taxes paid

Net cash flow from operating activities

Investing activities

Interest received

Disposal of subsidiary undertakings

Disposal of interest in associate

Payments to acquire property, plant and equipment
Receipts from sale of property, plant and equipment
Receipts from sale of investments

Net cash flow from investing activities

2008 2007
Notes £000’s £000’s

(952) 5,941
(1,837) -
- 1,164

287 62
(1,076) 473
1,583 2,915

(42) (138)

- (6,619)

- (339)

116 315

9 157

4 30

- 1,253
4,153 484
5,304 13,484
(5,749) (25,068)
250 (500)
2,101 (6,386)
(60) (891)
2,041 (7,277)
1,677 1,649
(840) 8,738

- 16,661

(168) (586)

- 29

41 161
710 26,652

12
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Group cash flow statement
for the year ended 31 December 2008

Financing activities

Interest paid

Dividends paid to equity shareholders of the parent
Share buy backs & dividend on Special Shares
Proceeds from share issues

Increase in loans

Increase/(repayment) in trade receivable finance
Net cash flow from financing activities

Increase/(decrease) in cash and cash equivalents

Effect of exchange rates on cash and cash equtgalen

Cash and cash equivalents at the beginning ofdhe y
Cash and cash equivalents at the year end

2008 2007
Notes £000’s £000’s
(601) (2,122)
(696) (1,016)
- 35,845)
87 378
- 960
619 (2,022)
(591) (39,667)
2,160 (20,292)
1,837 490
33,082 52,884
18 37,079 33,082

13
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Notes to the group financial statements
at 31 December 2008

1. Authorisation of financial statements and statemenbf compliance with IFRSs

The financial statements of Fayrewood plc andtssiliaries (the “Group”) for the year ended 31 &aber
2008 were authorised for issue by the board otthirs on 24 March 2009 and the balance sheetigrasdon

the board’s behalf by David Kleeman and Sir Tim &a#ls. Fayrewood plc is a public limited company
incorporated and domiciled in England and Waleshe TCompany’'s ordinary shares are traded on the
Alternative Investment Market. As stated in note 2@ entity has delisted since the year end andvscalled
Fayrewood Limited.

The Group’s financial statements have been prepareatcordance with International Financial Repuyti
Standards (IFRSs) as adopted by the European Wsidhey apply to the financial statements of theu@rfor
the year ended 31 December 2008.

2. Accounting Policies and Judgements
Basis of preparation

The group’s financial statements have been prepirettcordance with IFRSs as adopted by the Europea
Union.

The group financial statements are presented ififgfeand all values are rounded to the nearestishod
pounds (£000’s) except when otherwise indicateche Tunctional currency of Banque Magnetique SAS is
Euros. The functional currency of Fayrewood pl@yrewood Holdings Limited, Interface Solutions
International LimitecandSystems Loan Services LimitésiSterling.

The parent and ultimate parent of the Group at ywat is considered to be Fayrewood plc a company
incorporated in the UK. The registered office [sMoor, 74 Chancery Lane, London WC2A 1AD.

The principal accounting policies and judgementspéed by the Group are set out below.

Significant judgements and estimates

The key sources of estimation uncertainty that hav@gnificant risk of causing material adjustmémtthe
carrying amounts of assets and liabilities wittia hext financial year are as follows:

* Measurement of charge for share based payments
» Provisions for warranties for subsidiaries disposed

e Supplier rebates

The calculation of the charge for share based patsris based on the Black Scholes pricing modekthvhi
requires judgement on the volatility of the grougfgre price.

Requirements for provisions in respect of warrantie subsidiaries disposed are assessed and s®dhhtseach
year end on the basis of up to date informatiorilava.

The conditions and processes for claiming of reb&tem suppliers can, in some instances, be complée
eventual confirmation of compliance with some ctinds from suppliers can, in some cases, take bauwf
months leading to a level of judgement being madthe carrying value in the balance sheet.

14
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Notes to the group financial statements
at 31 December 2008

New standards and interpretations not applied

The IASB and IFRIC have issued the following staddaand interpretations to be applied to financial

statements with periods commencing on or aftefdlewing dates:
International Accounting Standards
IFRS 2 Amendment to IFRS 2 — Vesting Conditions @adcellations
IFRS 3 Business Combinations (revised January 2008)
IFRS 8 Operating Segments
IAS 1 Presentation of Financial Statements (reviseptember 2007)
IAS 23 Borrowing Costs (revised March 2007)
IAS 27 Consolidated and Separate Financial Statenfegvised January 2008)

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

IFRS 1 and IAS 27 Amendment — Cost of an Investrireat
Subsidiary, Jointly Controlled Entity or Associate

2008 Annual Improvements to IFRS
International Financial Reporting Interpretations C ommittee (IFRIC)
IFRIC 15 — Agreements for the Construction of Resthte

IFRIC 16 — Hedges of a Net Investment in a Forégeration

Effective date
1 January 2009
1 July 2009
1 January 2009
1 January 2009
1 3ay2009
1 July 2009
1 January 2009

1 January 2009

1 January 2009

1 January 2009

1 October 2008

Whilst the revised IAS 1 will have no impact on theasurement of the Group’s results or net assistéikely
to result in certain changes in the presentaticdh®fGroup’s financial statements from 2009 onwards

The Directors do not anticipate that the adoptiébrthe remaining standards and interpretations kale a

material impact on the Group’s financial statemémthe period of initial application.
The principal effects of changes to accountingqgiedi during the year are as follows:
Basis of consolidation

The group financial statements consolidate thenfird statements of Fayrewood plc and its subsidiar
undertakings drawn up to 31 December each year.

Subsidiaries are consolidated from the date ofr thequisition, being the date on which the Groupaivis
control, and continue to be consolidated untildaée that such control ceases. Control comprisegdwer to
govern the financial and operating policies of theestee so as to obtain benefit from its actisitend is
achieved through direct or indirect ownership ofing rights; currently exercisable or convertibletgntial
voting rights; or by way of contractual agreementhe financial statements of subsidiaries usedhim t
preparation of the consolidated financial stateseare prepared for the same reporting year as dhenp
company and are based on consistent accountingigmli All inter-company balances and transactions,
including unrealised profits arising from them, atieninated.

In accordance with the exemption allowed by Secf#80 of the Companies Act 1985, the company has not
presented its own profit and loss account.

15
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Notes to the group financial statements
at 31 December 2008

Foreign currency translation

Transactions in foreign currencies are initiallgoeled in the functional currency by applying tpetsexchange
rate ruling at the date of the transaction. Monetamsets and liabilities denominated in foreigrrencies are
retranslated at the functional currency rate oharge ruling at the balance sheet date. All diffees are taken
to the income statement.

The assets and liabilities of foreign operatiores anslated into sterling at the rate of exchamdjag at the
balance sheet date. Income and expenses are teghalaweighted average exchange rates for the yéer
resulting exchange differences are taken directlp separate component of equity. On disposal fofeign
entity, the deferred cumulative amount recognigecequity relating to that particular foreign opé@ratis
recognised in the income statement.

Non-monetary items that are measured in termsstbifical cost in a foreign currency are translaisishg the
exchange rates as at the dates of the initial acimns. Non-monetary items measured at fair vadweforeign
currency are translated using the exchange ratée afate when the fair value was determined.

Capital management

The main objective of the company’s capital manag@ns to ensure that it maintains healthy capétibs in
order to support its balance sheet and remainirginbss. The capital of the company is monitored an
provided by the group with would provide additiofiaence as necessary. The company is curremigefd by
equity only with no requirement for loans or delees. The company and Group are not exposed acesit
rate risk on external borrowings as there are ndhe.company and group are exposed to interestiskten
cash deposits.

16



Fayrewood plc

Notes to the group financial statements
at 31 December 2008

Intangible fixed assets

Intangible assets with a finite life have no residualue and are amortised on a straight line baais their
expected useful lives with charges included in aistriative expenses, as follows:

 computer software — 3 years;

The carrying value of intangible assets is reviefeedmpairment whenever events or changes in oistances
indicate the carrying value may not be recoverable.

Property, plant and equipment

Property, plant and equipment is stated at cost é&xumulated depreciation and accumulated impatrme
losses. Such cost includes costs directly attriidatto making the asset capable of operating asdied.

Depreciation is provided on all property, plant agliipment, other than freehold land, at ratescutatied to
write off the cost, less estimated residual valasell on prices prevailing at the balance sheet dgach asset
evenly over its expected useful life as follows:

Office equipment and fittings - 10% to 33% per@mn

Motor vehicles - 20% per annum

Leasehold improvements - Over the shorter ofe¢hse term or useful life
Freehold buildings - 3% per annum

The assets residual values, useful lives and metbhbdepreciation are reviewed, and adjusted ifgmate, at
each financial year end.

Leasing

Group as a lessee

Leases where the lessor retains substantialihallisks and benefits of ownership of the assetlassified as
operating leases and rentals payable are chargi imcome statement on a straight line basis thestease
term.

Inventories

Inventories are stated at the lower of cost andremisable value. Cost includes all costs incuiretringing
each product to its present location and conditarfpllows:

Goods for resale — purchased cost on a first & dint basis.

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

Trade and other receivables

Trade receivables are recognised and carried atotler of their original invoiced value and recoafele
amount. Where the time value of money is mater&deivables are carried at amortised cost. Pravisionade

when there is objective evidence that the Groupnwil be able to recover balances in full. Balarmeswritten
off when the probability of recovery is assesselieing remote.

17



Fayrewood plc

Notes to the group financial statements
at 31 December 2008

Cash and cash equivalents

Cash and short-term deposits in the balance sloaaprise cash at banks and in hand and short-teposite
with an original maturity of three months or leBsr the purpose of the consolidated cash flow state, cash
and cash equivalents consist of cash and cashadenis as defined above, net of outstanding baekdoafts.

Interest bearing loans and borrowings

All loans and borrowings are initially recognisetdfair value less directly attributable transactmosts. After
initial recognition, interest-bearing loans andrbwerings are subsequently measured at amortisedusosg the
effective interest method. Gains and losses arieimghe repurchase, settlement or otherwise canticell of
liabilities are recognised respectively in finaieome and finance expense.

Trade receivable finance

Movements on qualifying receivables are notifiedhe provider daily and a daily balance and avditghs
notified by the provider to the Group. Drawdowme emade as required by the group. The providedectis
periodic inspections in accordance with the agregéme

Income taxes

Current tax assets and liabilities are measuretheatamount expected to be recovered from or paithéo
taxation authorities, based on tax rates and lhatdare enacted or substantively enacted by trenbalsheet
date.

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

. where the temporary difference arises from titgal recognition of goodwill or of an asset acabllility in
a transaction that is not a business combinatiat #t the time of the transaction affects neither
accounting nor taxable profit or loss;

. in respect of taxable temporary differences @ssed with investments in subsidiaries, associates
joint ventures, where the timing of the reversatted temporary differences can be controlled ansl it
probable that the temporary differences will naterse in the foreseeable future; and

. deferred income tax assets are recognised ortlyet extent that it is probable that taxable pnfil be
available against which the deductible temporaffeinces, carried forward tax credits or tax lgssan
be utilised.

Deferred income tax assets and liabilities are orealson an undiscounted basis at the tax ratesatieat
expected to apply when the related asset is relatiséiability is settled, based on tax rates aaas enacted or
substantively enacted at the balance sheet date.

Income tax is charged or credited directly to egifiit relates to items that are credited or cleardgo equity.
Otherwise income tax is recognised in the incoratestent.

Provisions

A provision is recognised when the Group has al legaonstructive obligation as a result of a pasint and it
is probable that an outflow of economic benefith e required to settle the obligation. If theesffis material,
expected future cash flows are discounted usingrigemt pre-tax rate that reflects, where approgyitite risks
specific to the liability.
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at 31 December 2008

Revenue recognition

Revenue is recognised to the extent that it is gastebthat the economic benefits will flow to theoGp and the
revenue can be reliably measured. Revenue is mezhst the fair value of the consideration received
excluding discounts, rebates, VAT and other salgeg or duty. The following criteria must also bet inefore
revenue is recognised:

Sale of goods

Revenue is generally recognised on despatch ofggddte group also enters into bill and hold arramgas. In
such instances the sale is recognised at the poimthich the risks and rewards of the related stack

transferred to the purchaser provided that thissfex has been confirmed in writing by the purchase

Supplier rebates

Rebates claimed from suppliers are recognised wlienransaction to which they relate occurs orrthated
target is achieved.

Pensions

Defined contributions are made to a group persgmahsion plan in accordance with scheme rules.
Contributions are charged to the income statemehey become payable. The assets of the scherteelar
separately from those of the group in an indepethgladministered fund.

Share based payments Equity settled transactions

The cost of equity-settled transactions with empésyis measured by reference to the fair valukeatlate at
which they are granted and is recognised as annegpever the vesting period. Fair value is deteschiby
using the Black Scholes pricing model. In valugrity-settled transactions, no account is takeangfvesting
conditions, other than conditions linked to thecprof the shares of the company (market conditions)

No expense is recognised for awards that do nihaily vest. At each balance sheet date beforéngeshe
cumulative expense is calculated, representing ekient to which the vesting period has expired and
management’s best estimate of the achievementherwise of non-market conditions and, in turn, nobenber

of equity instruments that will ultimately vest.h& movement in cumulative expense since the prevbalance
sheet date is recognised in the income stateméhtaveorresponding entry in equity.

The Group has taken advantage of the transitiomaligions of IFRS 2 in respect of equity-settlecheds so as
to apply IFRS 2 only to those equity-settled awaydsited after 7 November 2002 that had not vdstéore 1
January 2006.
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3. Revenue

Revenue represents the amounts derived from thesmn of goods and services which fall within {Beoup’s
ordinary activities stated net of value added tax.

During the year, the group disposed of its remgindperating subsidiaries Interface Solutions Iragamal
Limited and Systems Loan Services Limited.

The group operated within two geographic markéts, Wnited Kingdom and Mainland Europe both of which
are now discontinued.

UK and
UK UK 2008 UK Mainland 2007
Continuing Discontinue: Total Continuing Europe Total
Operations Operations Operations Discontinued
Operations
£000’s £000’'s £000’s £000’s £000’s £000’s
Sale of goods
and services - 66,312 66,312 - 297,916 297,916
Finance revenue 1,677 - 1,677 1,078 571 1,649
1,677 66,312 67,989 1,078 298,487 299,565

4.  Segment information

During the year, the group disposed of its remagimiperating subsidiaries and operates only in tehdough
the parent company, Fayrewood plc, providing cdasaly services and managing its balance sheet.

Year ended 31 December 2008 Mainland
UK UK Europe 2008
Continuing Discontinued Discontinued Total
Operations Operations Operations £000’s
£000’s £000’s £000’s
Revenue
Sales to external customers - 66,312 - 66,312
Operating profit/loss 870 (1,671) - (801)
Profit on sale of investment 41 41
Net finance revenue/(costs) 1,677 - - 1,677
Loss on disposal of
discontinued operations - (1,098) (484) (1,582)
Profit/(loss) before taxatior 2,58¢ (2,769 (484 (665)
Tax expense (287) - - (287)
Profit for the year 2,301 (2,769 (484 (952)
Assets and liabilities
Total assets 37,238 37,238
Total liabilities 2,367 2,367
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4, Segment information (continued...)
UK 2008
Continuing Total
Operations £000’s
£000’s
Other segment information
Capital expenditure: - -
Property, plant and equipment - -
Intangible assets - -
Depreciation - -
Warranty provision 750 750
Share-based payment expense 4 4
Year ended 31 December 2007
UK and
Mainland
UK Europe
Continuing Discontinued 2007
Operations Operations Total
£000's £000’s £000's
Revenue
Sales to external customers - 297,916 297,916
Results
Operating (loss)/ profit (112) 4,825 4,713
Share of operating /profit of associate - 339 933
Profit on sale of investment 137 - 137
Net finance revenue/(cost) 1,078 (1,551) (473)
Gain on disposal of discontinued operations - 03,7 3,704
Transfer from foreign currency exchange reserve - (1,253) (1,253)
Profit before taxation 1,10¢ 6,064 7,167
Tax expense (62) (1,164) (1,226)
Profit for the year 1,041 4,90( 5,941
Assets and liabilities
Total assets 75,308 75,308
Total liabilities 38,880 38,880
Other segment information
Capital expenditure:
Property, plant and equipment - 117 117
Intangible assets - 190 190
Depreciation 2 315 317
Warranty provision 500 - 500
Share-based payment expense 30 30
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5.  Group operating profit

(a) Operating profit is stated after charging/(aiad):

2008 2007

£000’s £000’s

Depreciation of property, plant and equipment - 2

Net foreign currency differences — gains 1,886 822

Operating lease payments - minimum lease payments 4 -
Increase in provision of impairment of trade reabies recognised in administrative

expenses. - 12

(b)  Auditors’ remuneration

The Group paid the following amounts to its auditor respect of the audit of the financial statetse@md for
other services provided to the Group.

2008 2007
£000'’s £000’s
Audit of the group financial statements 20 90
Other fees to auditors - auditing the accountsibsgliaries 5 57
- other services relating to taxation 87 100
112 247
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6. Staff costs and directors emoluments

(a) Staff costs

Wages and salaries

Social security costs

Pensions

Expense of share based payments

The average monthly number of employees during¢iae was as follows:

Sales
Technical
Logistics
Administration

Compensation of key management personnel (includindjrectors)

Short term employee benefits

(b) Directors’ emoluments
Aggregate emoluments in respect of qualifying sEvi
Number of directors who exercised share options

In respect of the highest paid director: Aggteganoluments

2008 2007
£000’s £000’s
2,673 7,606
342 1,752
79 140
4 30
3,098 9,528
2008 2007
£000’s £000’s
55 69
10 11
17 87
44 91
126 258
2008 2007
£000’s £000’s
700 1,213
442 624
217 150

During 2008 £130,128 (2007: £nil) was payable teatdrs as compensation for loss of office whicimituded

in emoluments.

7. Finance revenue

Bank interest received

8. Finance costs

Finance costs all relate to discontinued operations

Trade receivables finance interest
Interest to suppliers

2008 2007
£000’s £000’s
1,677 1,078

2008 2007
£000’s £000’s

601 857
- 118
601 975
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9. Taxation

€) Tax on profit

Tax charged in the income statement

2008 2007
£000’s £000’s
Current income tax:
UK corporation tax - continuing operations 287 -
- discontinueceagitions - -
Foreign tax - continuing operations - -
- discontinueceagitions - 1,373
Current income tax charge 287 1,373
Amounts under provided in previous years - 62
Total current income tax 287 1,435
Deferred tax:
Origination and reversal of temporary differences - -
Total deferred tax - -
Tax charge in the income statement 287 1,435
The tax charge in the income statement is disclosed follows:
Income tax expense on continuing operations 287 62
Income tax expense on discontinued operations - 1,373
287 1,435

(b) Reconciliation of the total tax charge:

The tax expense in the income statement for theigdawer than the standard rate of corporationinahe UK

of 28.5% (2007 - 30%). The differences are receddielow:

2008 2007
£000’s £000’s
Profit from continuing operations before taxation 2,588 936
(Loss)/gain from discontinued operations beforatiax (1,671) 4,176
(Loss)/gain on disposal of discontinued operations (1,582) 2,265
Group accounting (loss)/profit before income tax (665) 7,377
Group accounting (loss)/profit multiplied by the UWtandard rate of corporation tax of
28.5% (2007: 30%) (190) 2,213
Expenses not deductible for tax purposes 130 (402)
Non taxable gains on disposal of subsidiaries (132) (721)
Differences in foreign tax rates - 189
Share based payments 1 (131)
Unrecognised tax losses 1,081 225
Utilisation of previously unrecognised tax losses (601) -
Tax (over)/under provided in prior years (2) 62
Total tax expense reported in the income statement 287 1,435

For the purposes of this reconciliation, tax expeon share of associates profit of £nil (2007: £200) is

included in tax expense.
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(c)  Unrecognised deferred tax assets

The Group has tax losses which arose in the UK @60 finillion (2007: £4.1 million) that are available
indefinitely for offset against future taxable gaiDeferred tax assets have not been recognisesbjrect of
these losses as they are not expected to be ditilise

(d) Deferred tax

The deferred tax included in the Group balancetshees follows:

2008 2007
£000's £000's
Deferred tax liability
Accelerated capital allowances - 69
- 69
2008 2007
£000's £000's
Deferred tax asset
Tax losses carried forward - 69
- 69
The deferred tax included in the Group income stat# is as follows:
2008 2007
£000's £000’s
Deferred tax in the income statement
Accelerated capital allowances - 12
Other temporary differences - 47
Tax losses carried forward - 35

25



Fayrewood plc

Notes to the group financial statements
at 31 December 2008

10. Dividends paid and proposed

2008 2007
£000’s £000'’s
Declared and paid during the year:
Equity dividends on ordinary shares
Final prior year dividend 2.0p (2007: 1.5p) 463 775
Interim for 2008 1.0p (2007: 1.0p) 233 234
Tender offer — (dividend on special shares) - 3,218
Dividends paid 696 4,227

Proposed for approval by shareholders at the AGM:
Interim and final dividend for 2008: 1.0p (200Z.0p)
11. Discontinued operations

During the year, the group disposed of its remagiroperating subsidiaries, Interface Solutions ha&onal
Limited and Systems Loan Services Limited.

In 2007, the group disposed of the subsidiariesdvayod (Overseas Holdings) BV, Banque Magnetiqu&,SA
SCI Guillaume and all its remaining shares in tbsoaiate Computerlinks AG.

The (loss)/profit on discontinued activities is qoised as follows:

2008 2007
£000's £000's
ComputerLinks AG — Associate
Profit on disposal/(loss on deemed disposal) - 6,619
Results after tax to date of disposal - 339
- 6,958
UMD SAU - sold in December 2006
Additional disposal costs 4) -
Reduction in deferred disposal proceeds - (315)
Reduction in warranty provision 13 500
9 185
Fayrewood (Overseas Holdings) BV
Cost on disposal - (770)
Results to date of disposal - (72)
- (842)
Banque Magnetique and SCI Guillaume
Loss on disposal - (2,330)
Additional disposal costs (230) -
Results to date of disposal - 2,349
Increase in warranty provision (263) -
(493) 19
Transfer from foreign currency exchange reserve - (1,253)
Interface International and Systems Loan Services
Loss on disposal (1,098) -
Results to date of disposal (2007: for the year) ,611) (167)
(2,769) (167)
Total (loss)/profit from discontinued operations (3,253) 4,900
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11. Discontinued operations (continued...)

Combined results for Interface Solutions InternaaioLimited (ISI) and Systems Loan Services Limi{&dLS)

sold in 2008 up to date of disposal are as follows:

ISI and SLS Others
2008 2007 2007
£000's £000's £000's
Revenue 66,312 129,585 168,331
Cost of sales (61,481) (119,553) (156,073)
Gross profit 4,831 10,032 12,258
Selling and distribution costs (1,887) (2,784) (1,741)
Administrative expenses (4,015) (6,440) (6)500
Operating (loss)/profit (1,071) 808 4,017
Finance revenue - - 571
Finance costs (601) (975) (1,147)
(Loss)/profit before tax (1,672) (167) 3,441
Tax expense - - (1,164)
(Loss)/profit for the period (1,672) (167) 272
Assets
Property, plant and equipment 1,114 1,120 269
Stock 9,084 13,241 19,116
Receivables and other debtors 22,022 27,320 ,3442
Cash and short term deposits - - -
32,220 41,681 61,729
Liabilities
Payables and other creditors 16,090 22,297 2031,
Interest bearing liabilities 15,619 15,116 1738
31,709 37,413 54,307
Net assets disposed of other than cash 511 4,268 7,422
Cash and cash equivalents relating to the
disposal
Deferred cash consideration - - 368
Cash - - 8,669
Cash and short term deposits in subsidiary
on disposal - - (3,256)
Net cash inflow from disposal - - 5,781
The net cash flows attributable to subsidiaried soé as follows:
2008 2007
£000's £000's
Operating cash flows 2,276 (2,592) (7,262)
Investing cash flows including from
disposal (168) (313) 5,598
Financing cash flows (601) (973) (1,283)
1,507 (3,878) (2,947)
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12. Earnings per ordinary share

Basic earnings per share amounts are calculatéd/lalng profit for the year attributable to ordiryaequity
holders of the parent by the weighted average nuofbardinary shares outstanding during the year.

Diluted earnings per share amounts are calculatetividing the profit attributable to ordinary eguholders of
the parent by the weighted average number of orglistzares outstanding during the year plus the hted
average number of ordinary shares that would heeésen the conversion of all the dilutive potentiadinary
shares into ordinary shares.

The following reflects the income and share datlus the basic and diluted earnings per share otatipns:

2008 2007
£000's £000's
Profit attributable to equity holders of the parerttontinuing operations 2,301 1,041
(Loss)/profit attributable to equity holders of tharent — discontinued operations (3,253) 4,900
(Loss)/profit attributable to equity holders of tharent (952) 5,941
2008 2007
No. ‘000 No. ‘000
Basic weighted average number of shares 23,218 36,619
Dilutive potential ordinary shares:
Employee share options - 3
Diluted weighted average number of shares 23,218 36,622

(Loss)/profit per share for the discontinued operetis derived from the net (loss)/profit attribbie to equity
holders of the parent from discontinuing operatiohs(3,253,000) (2007: profit £4,900,000), dividadthe
weighted average number of ordinary shares for batlic and diluted amounts as per the table above.
(Loss)/earnings, basic and diluted, per ordinagrslis (4.10)p (2007: earnings 16.22p)

Earnings, basic and diluted, per ordinary shane ftontinuing operations is 12.09p (2007: 2.84p)

The amounts for earnings per share from continapegrations are as follows:

2008 2007
Basic and diluted earnings per share from contmojperations 9.91p 2.84p

Net profit from continuing operations and attrikhl&ato equity holders of the parent is derivedadies:

2008 2007
£000's £000's
Profit for the year from continuing operations 2,301 1,041
Profit attributable to equity holders of the paremtontinuing operations 2,301 1,041
Diluted profit from continuing operations attribbta to equity holders of the
parent 2,301 1,041
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13. Property, plant and equipment

Freehold Office

land and Leasehold Equipment Motor

buildings  improvements and  Vehicles Total

£000’s £000’s Fittings £000’s £000’s
£000’s

Cost:
At 1 January 2007 1,032 1,400 78 2,510
Additions - 9 116 171 296
Exchange rate adjustment 22 21 14 57
Disposals - - (16) (78) (94)
Disposal on sale of subsidiary (243) (305) 5)18 (733)
At 31 December 2007 820 1,216 - 2,036
Additions - 168 - 168
Exchange rate adjustment - - - -
Disposals - - - -
Disposal on sale of subsidiary (820) (1,384) - (2,204)
At 31 December 2008 - - - -
Depreciation:
At 1 January 2007 (514) (919) (43) (1,476)
Charge for the year (69) (180) (29) (278)
Exchange rate adjustment a7 a7 3) (37)
Disposals - - 16 48 64
Disposals on sale of subsidiary 205 261 27 3 49
At 31 December 2007 (395) (839) - (1,234)
Charge for the year (32) (83) - (115)
Exchange rate adjustment - - - -
Disposals - - - -
Disposal on sale of subsidiary 427 922 - 1,349
At 31 December 2008 - - - -
Net book value at 31 December 2008 - - - -
Net book value at 31 December 2007 425 377 - 802
Net book value at 1 January 2007 518 481 35 0341,

29



Fayrewood plc

Notes to the group financial statements

at 31 December 2008

14. Intangible Assets

Cost:

At 1 January 2007

Additions

Exchange rate adjustment
Disposal on sale of subsidiary
At 31 December 2007
Additions

Exchange rate adjustment
Disposal on sale of subsidiary
At 31 December 2008

Depreciation and impairment:
At 1 January 2007

Charge for year

Exchange rate adjustment
Disposal

At 31 December 2007
Charge for year

Exchange rate adjustment
Disposal

At 31 December 2008

Net book value at 31 December 2008
Net book value at 31 December 2007

Net book value at 1 January 2007

Software Total
£000's £000’s
737 737
202 202
32 32
(315) (315)
656 656
(656) (656)
(467) (467)
(128) (128)
(29) (29)
286 286
(338) (338)
(59) (59)
397 397
318 318
270 270
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15. Investments

2008 2007

£000’s £000's

Unlisted investments (a) -

Investment in associates (b) -
(a) Unlisted investments

2008 2007

£000’s £000's

Cost at 1 January - 574

Disposals - (574)

At 31 December - -

Amounts written off at 1 January - 551

Disposals - (551)

At 31 December - -
Net book value - -

During the year a further £41,000 was realised ftloensale of unlisted investments.

(b) Associate — ComputerLinks AG

Reconciliation of movement in share of associads®ets

Share of Share of
net assets goodwill Total
£000’s £000’s £000’s
At 1 January 2007 5,794 3,909 9,703
Profit up to date of disposal - after tax 339 - 393
Disposal of interest (6,133) (3,909) (10,042)

At 1 January 2008 and 31 December 2008 - - -

Details of the investments in ordinary shares sugrcompanies are as follows:

Proportion of

voting rights and Principal
shares held Activity
Fayrewood Holdings Limited 100% Holding company

The subsidiary is incorporated in Great Britain.
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16. Trade and other receivables

2008 2007

£000's £000’s

Trade receivables - 23,818
Prepayments and accrued income 159 4,036
159 27,854

Trade receivables are denominated in sterling.

For continuing operations out of the carrying amafrtrade receivables of £nil (2007: £23,818,000)
£nil (2007: £7,662,000) is against five major custeos.

Trade receivables are non-interest bearing andgenerally on 30-90 days’ terms and are shown net of
provision for impairment. As at 31 December 20@8de receivables at nominal value of £nil (20@4®000)
were impaired and fully provided for. Movementstire provision for impairment of receivables were a
follows:

2008 2007

£000's £000’s

At 1 January 240 326
Charge for the year - 333
Amounts written off - (12)
Disposal of subsidiary (240) (407)
At 31 December - 240

As at 31 December, the analysis of trade receigahkt were past due but not impaired is as fotlows

Neither past due nor impaired Past due but nqaimed
Total <30 days 30-60 days 60-90 days 90 days
£000’s £000’s £000'’s £000’s £000’s £000's
2008 - - - - - -
2007 23,818 14,493 6,995 1,314 349 667

17. Inventories

2008 2007
£000’s £000’s
Goods for resale - 13,237
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18. Cash and short term deposits

2008 2007

£000'’s £000’s

Cash at bank and in hand (13) 2,913
Short term deposits 37,092 30,184
37,079 33,097

Included in short term deposits are amounts ineetspf guarantees and commitments issued by thenpar

company as follows:

2008 2007

£000’s £000’s

IBM UK Financial Services Limited - 5,000
Yedraint S.L. €6 million (2006: €8 million) 5,841 4,421
Gem Logistics Limited €2.2 million (2007: nil) 2,142 -
7,983 9,421

Yedraint S.L. and Gem Logistics Limited are the ghasers of the subsidiaries UMD SAU and Banque

Magnetique SAS respectively.

For the purpose of the consolidated cash flow stat#, cash and cash equivalents comprise the fioiipat 31

December:
2008 2007
£000’s £000’s
Cash at bank and in hand 2,913
Short term deposits 37,092 30,184
Bank overdrafts (13) (15)
37,079 33,082
19. Trade and other payables
2008 2007
£000’s £000’s
Trade payables - 18,807
Other payables 1,328 4,359
1,328 23,166

Other payables includes an amount of £1,000,0G@5pect of settlement of warranty claims by thechasers
of Interface Solutions International Limited ands&ms Loan Services Limited agreed after the yedr &he
total agreed settlement was for £2,000,000 withréimeaining £1,000,000 being repaid out of an es@owount

held jointly by both parties’ solicitors followintlpe completion of the sale in July 2008.

Contingent liabilities are described in note 26.3At December 2007, specific debentures issued éogrhup

and bank guarantees provided in respect of creditoe within one year were as follows:

IBM United Kingdom Financial Services Limited hedddebenture over the assets of Fayrewood plc iresec
credit facilities granted to Interface Solutiongelmational Limited. They also had a charge oashaleposit of
£nil (2007: £5m) held by Fayrewood plc. At theyead the indebtedness was £nil (2007 - £13,903,000
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20. Financial liabilities

Current
2008 2007
£000’s £000’s
Bank overdrafts - 15
Interest bearing trade receivables finance - 15,137
- 15,152

At 31 December 2007, Lloyds TSB Commercial Finanekel a debenture over the assets of Interface iBotut
International Limited in the UK to secure tradeaiwables finance facilities. Fayrewood plc guaradt¢he
indebtedness of Interface to Lloyds TSB with atiofi£4.75m. At the year end the amount due tyd$oTSB
was £nil (2007: £15,137,000).

21. Obligations under leases
Operating lease arrangements where the group is lese

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

2008 2007
£000’s £000’s
Not later than one year - 268
After one year but not more than five years - 1,073
After five years - 1,901
- 3,242

22. Provisions

Warranties

2008 2007
£000’s £000’s
At 1 January 500 -
Addition 250 1,000
Released - (500)
At 31 December 2008 750 500

These provisions relate to claims and potentialndafrom the purchasers of UMD SAU and Banque
Magnetique SAS in respect of warranties given un8eare Purchase Agreements in 2006 and 2007
respectively. It is the policy of the group toljutontest any claims where justified and to magprapriate
provisions under IAS 37.
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23. Authorised and issued share capital

Authorised
2008 2007
£000's £000’s
Ordinary shares of 5p each 2,750 2,750
Allotted, called up and fully paid
2008 2007
£000's £000’s
Ordinary shares of 5p each 1,163 1,159

During the year 80,000 ordinary shares of 5p easteugsued at 109.0p on the exercise of sharergptio

2008 2007 2008 2007

No. ‘000's No. ‘000’s £000’s £000’s
Ordinary shares of 5p each
At 1 January 23,177 51,610 1,159 2,580
Issued on exercise of options 80 979 4 49
Tender offer — purchased and cancelled - (29,167) - (1,458)
Other shares purchased and cancelled - (245) - 12) (
At 31 December 23,257 23,177 1,163 1,159
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24. Share based payments

Fayrewood plc has issued options under the Fayréwbwmpproved Option Scheme to subscribe for orglinar
shares of 5p in the company. The exercise pridenamber of shares to which options relate and mewnts

during the year are as follows:

Balance asat  Exercised Expired/ Balance as at

31 December during forfeited 31December
Option exercise price 2008 year during year 2007

No. 000s No0.000s No. 000s No. 000s Expiry date
57p - 30 September 2008
57p - 5 5 30 September 2008
67p - 31 December 2007
64p - 31 December 2007
23.5p - 9 August 2009
33p - 31 December 2007
33p - 31 December 2008
32p - 3 April 2010
32p - 3 April 2010
109p - 80 35 115 28 April 2012
109p - 70 70 28 April 2012 (o
109p - 15 15 14 December 2032
- 80 125 205@

Exercisable
at 31 December 2008 -
Weighted average
exercise price - 109.0p 106.9p 107.7p
(1) Earliest exercise date * 29 April 2008
(2) Earliest exercise date * 29 April 2009
3) Earliest exercise date * 15 December 2008
*

Under certain circumstances options may beconeecésable at an earlier date.

4) Included within this balance are options ovg0B (2007: 5,000) shares that have not been reszatyim
accordance with IFRS 2 as the options were gradméare 7 November 2002. These options have nat bee
subsequently modified and therefore do not nedsttaccounted for in accordance with FRS 20.

The highest share price during the year was £1.Pbe lowest share price during the year was £1.08e
closing share price at 31 December 2008 was £20d@7( £1.20). The exercise price of all sharéoogtis the

closing market price on the day of grant.

The fair value of equity-settled share options tgdns estimated as at the date of grant usin@lhek Scholes
option pricing model taking into account the teram&l conditions upon which the options were grantéte

following table lists the inputs to the model.

Dividend yield (declared)
Historical volatility
Risk-free interest rate

Daily weighted average closing share price

2008 2007
0.86% 1.85%
(1.74)% 11.22%
4.64 5.51%
£1.16 £1.083

A vesting period of 3 years (2007: 3 years) is iaple according to the terms of grant.

The expense recognised for share-based paymeritefgear to 31 December 2008 is £4,000 (2007:,0080)
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Notes to the group financial statements
at 31 December 2008

25. Capital commitments

There were no capital commitments contracted f@labecember 2008 (2007: nil).

26. Contingent liabilities

The company has given guarantees and issued cdetters, within the normal course of businessbehalf of
its subsidiary, Interface Solutions Internationahited. All the amounts covered by these guarangeelsietters
are included in the group balance sheet. Detaildetientures and bank guarantees issued by the ogmpa
relation to ongoing trading can be found in not@sahd 20. On 22 December 2006, Barclays Bank dsaue
bank guarantee for €8 million (£5.4 million), reédcduring 2007 to €6 million (£5.8 million), on tedhof
Fayrewood plc to Esprinet SpA as security in respécepresentations and warranties made uponéleeas
UMD SAU. Any claims under these warranties mustriaele before September 2011.

27. Other related party transactions

Keith Negal is a director of Turnbull & Garbutt Lited which provided corporate and accounting ses/io the
subsidiaries. The amount charged in the year W46,830 (2007: £9,000).

28. Financial instruments and risk

The group’s principal financial instruments comprizank loans, overdrafts, trade receivables finaresh and
short term deposits. The main purpose of thesendia& instruments is to raise finance for the greup
operations. The group has various other finanogtuments such as trade debtors and trade creditat arise
directly from its operations.

During the year, the group has entered into devedtansactions, in the form of forward currenoytacts, in
order to manage currency risks from the group’safens. At the year end, no forward contractstexi.

Itis, and has been throughout the period undeewethe group’s policy that no trading in finaddrestruments
shall be undertaken.

The main risks arising from the group’s financiastruments are interest rate risk, liquidity risiddoreign
currency risk. The board reviews and agrees palifir managing each of these risks and they anensuised
below. The group also monitors the market prisk arising from all financial instruments.

Interest Rate Risk

The group’s policy is to manage its cost of bormyvand return on cash deposits primarily by usiagable
rates. The group’s objective is to manage exposuhanges in interest rates. This exposure izaged by
reviewing regularly on a bi-annual basis to as#esis competitiveness.
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28. Financial instruments and risk (continued...)

Interest rate risk profile of financial assets
The interest rate profile of the financial assétte group was as follows:

Floating rate Fixed rate Floating rate Fixed rate
financial financial 2008 financial financial 2007
assets assets Total assets assets Total
£000’s £000’s £000's £000’s £000's £000’s
Sterling 28,795 - 28,795 25,376 - 25,376
Euro 8,284 - 8,284 7,721 - 7,721
Total 37,079 - 37,079 33,097 - 33,097

Floating rate financial assets comprise short-teash deposits. The benchmark rate for floating fiatencial
assets is the group’s marginal cost of borrowing.

Interest rate risk profile of financial liabilities
The interest rate profile of the financial liabé# of the group was as follows:

Floating rate Fixed rate Floating rate Fixed rate
financial financial 2008 financial financial 2007
liabilities liabilities Total liabilities liabilities Total
£000’s £000's £000’s £000's £000's £000’s
Sterling - - - 15,152 - 15,152
Euro - - - - - -
Total - - - 15,152 - 15,152

The floating rate financial liabilities comprise:
» Sterling denominated bank overdrafts that bearestet nil% (2007: 1.25%) above base
» Sterling denominated trade receivables financelibats interest at nil% (2007: 1.25%) above base

The benchmark rate for determining interest paymémt floating rate financial liabilities in the UI§ nil%
(2007: 1.15%) above base.

Liquidity Risk

The group’s objective is to maintain a balancedkimy capital cycle to ensure that the level of fungdrequired
does not exceed that available. An important eferoéthis objective is the strategic use of coefitlal trade
receivables discounting which, by its nature, afidie level of funding available to grow in dir@ecbportion to
the business. In addition the group makes use windtied facilities to mitigate its liquidity riskdndrawn
committed facilities are detailed below.

The group’s financial liabilities are all repayalole demand.
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28. Financial instruments and risk (continued...)

Maturity of financial liabilities

The maturity profile of the group’s financial lidikies was as follows:

2008 2007

£000'’s £000’s

In one year or less, or on demand - 15,152
In more than one year but not more than two - -
In more than two years, but not more than five - -
In more than five years - -
- 15,152

Borrowing facilities

The group has no borrowing facilities availabléttas none are required.

29. Post balance sheet events

In December 2008 the company circulated a prop&d@me of Arrangement to shareholders recommending
an offer by Letchworth Investments Limited, a ptavaompany, for all of the shares in the comparye T
Scheme was subject to the approval of sharehotdens Extraordinary General Meeting (EGM) of thenpany

and to the approval by the High Court.

Subsequent to the balance sheet date the EGM Vdhah@ a resolution was passed approving the pebpos
accept the offer. The Scheme was approved subsybgrihe High Court. As a result the company lsasce

the year end, paid a dividend of £26.4 million &tdhworth Investments Limited, delisted from théefhative
Investment Market (AIM) of the London Stock Exchangnd re-registered as Fayrewood Limited, a private
company.

The company is now, since the year end, a whollyeasubsidiary of Letchworth Investments Limited.
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Company statement of directors’ responsibilities
at 31 December 2008

Statement of Directors’ responsibilities in relation to the Parent Company financial statements.

The Directors are responsible for preparing theushiReport and the financial statements in acca@avith
applicable law and United Kingdom Generally Acceptecounting Practice.

Company law requires the Directors to prepare fir@rstatements for each financial year, which giteue and
fair view of the state of affairs of the Companypdaof the profit or loss of the Company for thatipe in
preparing those financial statements, the Direc@oesequired to:-

» select suitable accounting policies and then aftygyn consistently.

* make judgements and estimates that are reasonableradent.

» state whether applicable accounting standards heee followed, subject to any material departures
disclosed and explained in the financial statememd

e prepare the financial statements on the going corgasis unless it is inappropriate to presumettieat
Company will continue in business.

The Directors are responsible for keeping propepanting records which disclose with reasonableleay at
any time the financial position of the Company, aadenable them to ensure that the financial stamésn
comply with the Companies Act 1985. They are aksponsible for safeguarding the assets of the @aynp
and hence for taking reasonable steps for the ptieveand detection of fraud and other irregulasiti
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF FAYR EWOOD PLC

We have audited the parent company financial seésnof Fayrewood Ltd. for the year ended 31 Deeemb
2008, which comprise the Balance Sheet and thdetklaotes 1 to 12. These parent company financial
statements have been prepared under the accoputioges set out therein.

We have reported separately on the group finarsti@iements of Fayrewood plc for the year ended 31
December 2008.

This report is made solely to the company's membassa body, in accordance with Section 235 of the
Companies Act 1985. Our audit work has been ualent so that we might state to the company's mesmber
those matters we are required to state to thenm iaugitor’s report and for no other purpose. Te fililest
extent permitted by law, we do not accept or asstgmponsibility to anyone other than the company e
company's members as a body, for our audit workthis report, or for the opinions we have formed.

Respective responsibilities of directors and audits

The directors’ responsibilities for preparing thanial Report and the parent company financial istatés in
accordance with applicable United Kingdom law andc@unting Standards (United Kingdom Generally
Accepted Accounting Practice) are set out in tlaeBtent of Directors’ Responsibilities.

Our responsibility is to audit the parent compaimaricial statements in accordance with relevanallegd
regulatory requirements and International Standand&uditing (UK and Ireland).

We report to you our opinion as to whether the pacempany financial statements give a true andvfaiv and
whether the parent company financial statemente baen properly prepared in accordance with thep@aoras
Act 1985. We also report to you whether in oumagi the information given in the parent companmgcliors'
report is consistent with the financial statements.

In addition we report to you if, in our opiniongtltompany has not kept proper accounting recorege have
not received all the information and explanatiores nequire for our audit, or if information specifiby law
regarding directors’ remuneration and other traisas is not disclosed.

We read other information contained in the Annuap&t and consider whether it is consistent withahdited
parent company financial statements. The otheramétion comprises only the Directors’ Report. ¥éasider
the implications for our report if we become awafeany apparent misstatements or material incaTsists
with the parent company financial statements. 1@sponsibilities do not extend to any other infaiora

Basis of audit opinion

We conducted our audit in accordance with Inteamati Standards on Auditing (UK and Ireland) issbgdhe
Auditing Practices Board. An audit includes exaation, on a test basis, of evidence relevant tcatheunts
and disclosures in the parent company financidestants. It also includes an assessment of théfisant
estimates and judgments made by the directorseirpthparation of the parent company financial statgs,
and of whether the accounting policies are appadgtio the company’s circumstances, consistenthiegpand
adequately disclosed.

We planned and performed our audit so as to olatihithe information and explanations which we cdesed
necessary in order to provide us with sufficienilemce to give reasonable assurance that the peoemgany
financial statements are free from material misst&int, whether caused by fraud or other irregylaniterror.
In forming our opinion we also evaluated the oveadequacy of the presentation of information ie garent
company financial statements.
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Opinion
In our opinion:

= the parent company financial statements give agnaefair view, in accordance with United Kingdom
Generally Accepted Accounting Practice, of theestdtthe company's affairs as at 31 December 2008;

= the parent company financial statements have begregy prepared in accordance with the
Companies Act 1985; and

= the information given in the directors' report @sistent with the parent company financial statgme

Ernst & Young LLP
Registered auditor
London

24 March 2009
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Company balance sheet
at 31 December 2008

Fixed Assets
Investments

Current Assets
Debtors
Cash at bank and in hand

Creditors: amounts falling due within one year
Net current assets

Total Assets Less Current Liabilities
Provisions for liabilities and charges
Net assets

Capital and Reserves
Called up share capital
Capital redemption reserve

Share premium account
Profit and loss account

Shareholders equity

David Kleeman
Director

Sir Tim Chessells
Director

24 March 2009

Notes

2008 2007
£000’s £000’s
25,668 28,868
25,668 28,868
159 2,544
37,079 33,061
37,238 35,605
(27,287)  (26,598)
9,951 9,007
35,619 37,875
750 500
34,869 37,375
1,163 1,159
1,470 1,470
18,226 18,143
14,010 16,603
34,869 37,375
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Notes to the company financial statements
at 31 December 2008

1. Accounting policies
Basis of preparation

The financial statements are prepared under theritial cost convention and in accordance with ipple
United Kingdom accounts standards.

Fixed asset investments

Fixed asset investments are carried at cost lgsagpropriate provision for diminution in value hd carrying
values of unlisted investments and investmentsiibsigiiaries are reviewed for impairment if eventsloanges
in circumstances indicate the carrying value maybeorecoverable.

Deferred taxation

Deferred tax is recognised in respect of all timitifferences that have originated but not reveetetie balance
sheet date where transactions or events have eccatithat date that will result in an obligatiorpgy more, or
a right to pay less or to receive more, tax, whit fiollowing exceptions:-

» Provision is made for deferred tax that would ar@e remittance of the retained earnings of
subsidiaries only to the extent that, at the badasieet date, dividends have been accrued asabteiv

» Deferred tax assets are recognised only to thenestat the directors consider that it is more liike
than not that there will be suitable taxable psofiom which the future reversal of the underlying
timing differences can be deducted.

Deferred tax is measured on an undiscounted basige dax rates that are expected to apply in #r@ds in
which timing differences reverse, based on taxsrated laws enacted or substantively enacted abalance
sheet date.

2. Investments
Shares in
Subsidiary
Undertakings
£000's
Cost:
At 31 December 2007 30,204
Additions -
Disposals (3,200)
At 31 December 2008 27,004
Provisions:
At 31 December 2007 (1,336)
Disposals -
Impairment -
At 31 December 2008 (1,336)
Net book value:
At 31 December 2008 25,668
At 31 December 2007 28,868
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Notes to the company financial statements
at 31 December 2008

2. Investments (continued...)

Details of the company’s investments in ordinargrel in group companies are as follows:

Proportion of

voting rights and Principal
shares held Activity
Fayrewood Holdings Limited 100% Holding company

During the year, the company disposed of its 1009éstments in Interface Solutions International itéxh and
Systems Loan Services Limited. The subsidiarpdsiporated in England.

3. Debtors
2008 2007
£000’s £000'’s
Amount owed by subsidiary undertaking - 2,010
Other debtors 159 534
159 2,544
4, Cash at bank and in hand
2008 2007
£000's £000’s
Cash at bank and in hand (13) 2,009
Short term deposits 37,092 31,052
37,079 33,061

Included in short term deposits are amounts inaetspf guarantees and commitments issued by thpaayras
follows:

2008 2007

£000’s £000’s

IBM UK Financial Services Limited - 5,000
Yedraint S.L. €6 million (2006: €8 million) 5,841 4,421
Gem Logistics Limited €2.2 million (2007: nil) 2,142 -
7,983 9,421

Yedraint S.L. and Gem Logistics Limited are the ghasers of the subsidiaries UMD SAU and Banque
Magnetique SAS respectively.
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5. Creditors

(@ Amounts falling due within one year

2008 2007

£000's £000’s
Amount owed to subsidiary undertaking 25,669 25,729
Other creditors and accruals 1,329 869
Corporation tax due 289 -
27,287 26,598

Other creditors and accruals includes an amoufif @f00,000 in respect of settlement of warrantin@daby the
purchasers of Interface Solutions Internationalitéch and Systems Loan Services Limited after thar ymd.
The total agreed settlement was for £2,000,000 thighremaining £1,000,000 being repaid out of therawv
account held jointly by both parties’ solicitordlfaving the completion of the sale in July 2008.

(b)  Amounts falling due after more than one year

Provision for warranties on sale of UMD SAU and Baa Magnetique SAS 750 500

The provisions for warranties relate to claims gudential claims from the purchasers of the twarfer
subsidiaries. It is the policy of the companyutyf contest any claims where justified and to makeropriate
prudent provisions.

6. Reconciliation of movements in shareholders edgyi

Share Capital Share  Merger Profit Total
capital Redemption premium  reserve and loss
Reserve account account

£000’s £000’s £000’s £000’s £000's  £000’s
At 1 January 2007 2,580 - 17,813 7,136 3,953 31,482
Profit for the year 42,338 42,338
Dividends paid (4,227)  (4,227)
Other movements:
Proceeds from issue
of shares 49 - 330 - - 379
Share based payments 30 30
Share buy backs (1,470) 1,470 (32,627) (32,627)
Merger reserve releas
on disposals (7,136) 7,136 -
At 1 January 2008 1,159 1,470 18,143 - 16,603  %7,37
Loss for the year (1,901)  (1,901)
Dividends paid (696) (696)
Other movements:
Proceeds from issue of
shares 4 83 87
Share based payments 4 4
At 31 December 2008 1,163 1,470 18,226 - 14,010 863,
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7. Authorised and issued share capital

Authorised
2008 2007
£000’s £000’s
Ordinary shares of 5p each 2,750 2,750
Allotted, called up and fully paid
2008 2007
£000’s £000’s
Ordinary shares of 5p each 1,163 1,159

During the year, 80,000 ordinary shares of 5p e@mte issued at 109p on the exercise of share aption

8. Share based payments

The company has issued options under the Fayrewagproved Option Scheme to subscribe for ordinary
shares of 5p in the company. The exercise pricenaimber of shares to which options relate and mewvs
during the year are as follows:

Balance as at  Exercised Expired/ Balance as at

31 December during forfeited 31December
Option exercise price 2008 year during year 2007

No. 000s No0.000s No. 000s No. 000s Expiry date
57p - 30 September 2008
57p - 5 5 30 September 2008
67p - 31 December 2007
64p - 31 December 2007
23.5p - 9 August 2009
33p - 31 December 2007
33p - 31 December 2008
32p - 3 April 2010
32p - 3 April 2010
109p - 80 35 115 28 April 2012 ()
109p - 70 70 28 April 2012 (o
109p - 15 15 14 December 2032
- 80 125 205@

Exercisable
at 31 December 2008 -
Weighted average
exercise price - 109.0p 106.9p 107.7p
Q) Earliest exercise date * 29 April 2008
(2) Earliest exercise date * 29 April 2009
3) Earliest exercise date * 15 December 2008
* Under certain circumstances options may beconeecgsable at an earlier date.
4) Included within this balance are options ovg0B (2007: 5,000) shares that have not been reszmtyim

accordance with IFRS 2 as the options were gradmeéare 7 November 2002. These options have nat bee
subsequently modified and therefore do not nedmttaccounted for in accordance with FRS 20.
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8. Share based payments (continued...)

The highest share price during the year was £1.PBe lowest share price during the year was £1.08e
closing share price at 31 December 2008 was £20@7( £1.20). The exercise price of all sharéoogtis the
closing market price on the day of grant.

The fair value of equity-settled share options tgdrs estimated as at the date of grant usin@thek Scholes
option pricing model taking into account the teram&l conditions upon which the options were grantéte
following table lists the inputs to the model.

2008 2007
Dividend yield (declared) 0.86% 1.85%
Historical volatility (1.74)% 11.22%
Risk-free interest rate 4.64% 5.51%
Daily weighted average closing share price £1.16 £1.083

A vesting period of 3 years (2007: 3 years) is iaple according to the terms of grant.

The expense recognised for share-based paymeritefgear to 31 December 2008 is £4,000 (2007:,0880)

9. Contingent liabilities

On 19 December 2006, Barclays Bank (Spain) issubdnk guarantee for Euro 8 million (£5.4 millic)
behalf of Fayrewood plc to Esprinet SpA as secunitsespect of representations and warranties rapda the
sale of UMD SAU. During 2007 this guarantee wabioed to Euro 6 million (£5.8 million).

10. Related party transactions

The Company has taken the exemption in FRS 8 mistdose transactions with other Group Compankesith
Negal is a director of Turnbull & Garbutt Limitedhigh provided corporate and accounting servicesa to
subsidiary. The amount charged in the year wa$ 8BD (2007: £9,000).

11. Auditors’ remuneration

The company paid £20,000 (2007: £20,000) to itstaxglin respect of the audit of the financial staénts of
the company.

Fees paid to Ernst & Young LLP for non-audit seegito the Company itself are not disclosed in tidévidual
accounts of Fayrewood plc because group finantadééments are prepared which are required to disdach
fees on a consolidated basis.

12. Post balance sheet events

In December 2008 the company circulated a prop&sdeme of Arrangement to shareholders recommending
an offer by Letchworth Investments Limited, a ptevaompany, for all of the shares in the compartye T
Scheme was subject to the approval of sharehotdens Extraordinary General Meeting (EGM) of thenpany

and to the approval by the High Court.

Subsequent to the balance sheet date the EGM Wasie a resolution was passed approving the pebpos
accept the offer. The Scheme was approved subsiygbgrthe High Court. As a result the company tsisce

the year end, paid a dividend of £26.4 million tetdhworth Investments Limited, delisted from théefhative
Investment Market (AIM) of the London Stock Exchengnd re-registered as Fayrewood Limited, a private
company.

The company is now, since the year end, a whollyegl\subsidiary of Letchworth Investments Limited.
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