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Highlights

Financial Highlights

Group revenue up by 22% to £25 4m (2006 £20 7m)
*  Escrow Solutions revenue up by 22% to £15 0m
»  Assurance Testing revenue up by 53% to £5 8m
»  Consultancy revenue down by 2% to £4 ém

Group adjusted operating profits* up by 22% to £8 2m (2006 £6 7m)
»  Escrow Solutions operahing profits up by 21% to £8 Om

» Assurance Testing operating profits up by 25% to £07m

= Consultancy operating profits up by 16% to £0 7m

Group adjusted operating margins® at 32% (2006 32%)

Group adjusted pre tax profits** up by 23% to £8 tm (2006 £6 6m)

Adusted fully diluted earnings per share** up 23% to 16 8p (2006 13 7p)

Final dividend proposed of 3 25p giving a total dividend of 4 75p, up 36% from last year
Net cash positive at £0 9m following acquisitions {2006 £1 3m)

Operational Highlights

Two acquisthons completed in the year,

- Source Harbor, a US based Escrow Solutions provider acquired on 7 July 2006 for up to
£09m

- Site Confidence Limited a UK based web site monitonng and load testing business
acquired on 23 January 2007 forup to £9 Tm

* Adjusted for amortsation of acquired intangibles of £230,000 ** Adjusted for amortisahon of acquired intangibles
and the unwinding of the discount of the Site Confidence deterred consideration of £102,000 The Direclors believe
the adjusted measures betier reflect the ongoing performance of the business




Group profile

NCC Group 15 a leading global provider of independent IT assurance, secunty and
consultancy services As a trusted advisor, we help over 15,000 public, private and not for profit
sector organisations, including 92 of the FTSE 100, to make the most efficient use of iInformation
and technology and to manage the associated nisks

With no ties or relationships to hardware or software providers, the advice we offer 15 always
unbiased and impartial We focus on developmng inteligent solutions to real business issues and
bulding lasting parinerships through our comprehensive portfolio of IT assurance, secunty and
consultancy services

Based in Manchester, UK with offices throughout the UK, iIn Germany and the USA, NCC Group
serves the needs of a wide vanety of clients worldwide We are listed on the London $tock
Exchange

Our business operates through three complementary divisions which enable us to assure,
secure and advise our clents

Escrow Solutions'
= Ensuring business-critical matenal or source code is protected and accessible shouid
anything happen to a key suppler and enabling stronger supplier relationships
«  Confirming the matenal held is properly protected by venfying it can be rebuilt from its
components

Assurance Testing:

»  Teshng and monitonng relevant aspects of system, network and web site performance,
including new technologies. to ensure the technology used s effective, robust and can
delwver optimum performance

= Ethical secunty testing of networks and applications and secunty policies in practice o
ensure organisations are safe from the constantly evolving threat of unauthonsed
access

Consultancy
= Providing advice af all levels to help organisations improve ther performonce through
the effective use of informaton, technology and business processes
* Protecting organisations against a vanety of nsks through the development and
mplementaton of effective plans and complance with relevant standards and
guidelines




Chairman’s report

Overview

We are delighted to report that NCC Group has delvered another set of excellent
results In our third and final year as an Am listed company  The vear produced
record performances in a number of areas and saw us complete two acquisitions,
further strengthening the Group's capability in both Escrow Solutions and Assurance
Testing

Group revenues for the year grew by 22% to £254m {2006 £207m) with Group
operating profits increasing by 20% to £8 Om {2006 £6 6m) As a Group, we continue
to generate strong margins, with our operating margin before amortisation holding
firm at 32% (2006 32%) Excluding our investment in Germany our margin would have
improved to over 34%

Adusted pre-tax profits were up 23% to £8 Im (2006 £6 ém) and adjusted earnings
per share increased 23% to 16 8p (2006 137p} The Group continued to be highly
cash generative and was £0 9m net cash positve at the year end, despite meeting
the cost of acquisihons out of cash resources Operating cash conversion
represented $8% of operating profits

The acquisition of Site Confidence, a Performance and Load Testng company, In
January 2007, was a very posifive move for the Group  Not only does it complement
our Assurance Testing offenngs, It also allows us to further develop our south of
England presence

Following the acquisition of Site Confidence, the Group I1s now structured along three
business ines They are, Escrow Solutions encompassing our Escrow businesses in the
UK, Germany, United States and now including Venfication Testing, Assurance Testing
encompassing Performance and Leoad Testing, including Site Confidence and the
Ethical Secunty Testing business and Consultancy

In the UK, our Escrow Solutions business continues to perform strongly and contract
terminations have consistently remaned below 10%, beneath our planning
assumption of 11% The termination rate for beneficianes was 11% which again s
better than our expectation and reflects our flexbility and commitment to customer
care in ensuring this level of renewal

Escrow Venfication Testing 1s now reported within Escrow Solutions as this better
represents the way that the business area 1s managed We have had considerable
success developing testers from ther entry level into NCC Group through to Ethical
Secunty testers, as a result of allowing them to be managed as a single team  In the
year we have seen arevenue growth of 25% to £2 4m (21 $m)

Durning the year we curtailled our investment in our German Escrow Solufions business
and cut costs We anticipate that the business will now run at break even  We stlll
ulbmately believe that Continental Europe represents a real opportunity for the
Group's Escrow Solutions ambitions However, the level of growth achieved so far,
aganst the costs ncurred in delivenng that growth, has faled to moke a compelling
case for further iInvestment at this time

In Assurance Testing, the Ethical Secunty Testing business saw an increase of 40% in
revenues to over £3 Im in the year and a 317% increase in profitability despite our
sizeable investment in the management structure  Site Confidence and the
Performance and Load Testing offering produced over £2 7m of income, with Site
Confidence producing a contnbution of £0 1min our first four months of ownership




Chairman's report {(continued)

Consultancy delivered a solid year The business has emerged as a key provider in
the Payment Card Industry {PCI) Data Secunty Standards area and has seen good
growth i the information secunty consultancy as secunty moves rapidly up the
corporate agenda  Whilst this has helped reduce our reliance on local authonty and
central government, we have still seen success within the public sector, most notably
In the housing sector As a conseguence of good cost control and well managed
uvtilsation, we have seen profit improve by 16% to £0 7m (2006 £0 ém)

People

NCC Group remains committed to its employees and these results are a credit to ther
hard work and dedication As an corganisation we can only be as good as the
peoplte who work for us, as it 1s therr skills, knowledge and commitment to delivering
the highest guallty services which have made the Group what it 1s today This year
will see the matunty of our first EMI and share-save schemes as a public company
and our teams are worthy recipients of the anticipated excellent returns

We beleve that our approach to total employee remuneration and work-life
balance 15 well judged and s essential to continue our high levels of staff retention
We believe that our dll round packages place us in the top quartile of remuneration
in the locatons from which we operate and it 15 our objective to continue this
approach

Dunng the year there were no changes to the Group's Board However, | would like
to welcome Andy Hague and Bob Dowson as drrectors who join the Qperational
Board taking responsibility for our Ethical Secunty Testing and Perfermance and Load
Testing achvities respectively  We will continue to recruit the best senior managers fo
continue to strengthen the maonagement team to meet the Group's growth
ambrtons

Move to full lishng

As we announced earlier this year the Board decided to transfer the Group's listing
from Amm to the Offtcial List, the main market in London A full ishng should not only
enhance our corporate identity and profile but also support our ambitious growth
plans We will have completed this move on 13 July 2007

Corporate governance

NCC Group believes in the highest standards of corporate governance and investor
relations We have always maintained that for a business such as ours, which acts as
an Independent trusted advisor to its clients, the highest standards of corporate
governance and applcation of the most prudent accounting standards are
essential

To that end, whilst we remain strong advocates of the Aim market as a vehicle for
growth, we feel it 15 now appropriate 1o move to the Official List where compliance
and adherence to the highest levels of corporate governance are better recognised

Prior to our move to the Official List, we have always taken every practical step to
adhere to the revised Combined Code with which we comply fully Moving forward,
we will continue to use FTISE 250 companies as our benchmark

Dividends

The Board 15 recommending a final dividend of 3 25p per share which makes a total
of 4 75p for the year up 36% (2006 3 5p) If approved at the Annual General Meeting,
the dividend will be paid on 28 September 2007 to shareholders on the register at 31
August 2007 The ex-dividend date will be 29 August 2007



Chairman’s report (continved)

Outlook
We believe that we have the nght operational structure and strong business culture in
place to continue with our ambzitious and exciting growth plans

The start to the year sees our total Group Escrow Scolutions renewals af £10 5m, up
from £9 4m this tme last year and a venficaton order bock of £1 3m  The Assurance
Testing businesses’ order books have improved to £2 2m from £1 ém with £3 2m of
monitonng renewals being forecast for 2007/08 The Consultancy business has £1 8m
of orders up from £1 7m last year

We remain commitied to the delivery of organic growth in both our existing
businesses and newly acquired operations The cutlock for NCC Group remains good
and we remain very confident in our alblity to deliver growth

l CAA~
Paul Mitchell
Non Executive Chairman

NCC Group plc
2 July 2007




Chief Executive’'s review

Overview

The year ended 31 May 2007 has been our strongest year yet as we produced another
record performance overall Despite the strong result, the year was not always easy and
we have overcome some tough market challenges as well as integrating two acquired
businesses and completing the move to the Official List from Aim

Overall, the Group delivered a 22% growth in revenue as it iIncreased to £254m, from
£20 7m in 2006 This led to a 22% improvement in adjusted operating profits, which grew
from £6 7m 1o £8 2m

The Group has modified its structure over the last 12 months to reflect the changes in
businesses around the world over the last two years 5o that we now report In the same way
as we manage our business Testing Solutions has been renamed Assurance Testing and
Escrow Venfication Testing has been moved into Escrow Solutions where Ifs sales are
managed day to day

Dunng the financial year, we completed two acquisthions, the more significant being the
acqguisition of Site Confidence. a Dorking based Performance and Load Testing business,
for up to £9 1m In January 2007 The Site Confidence business neatly complements our
Ethical Secunty Testing business and our Performance and Load Testing business, formerly
Speaialst Testing

Site Confidence has a very strong presence in the web monitoring market and will provide
a platform for further developments in both load testing and 24/7 monitoning products  Of
particular interest 1s the development of a 24/7 ethical secunty testing service

In July 2006 we successfully completed a second acquisition of a smaller Escrow Solutions
provider to be operated out of our offices in San Jose, Califormia, for a fotal consideration
of up to $1 5m (£08m) The acquisiion has grown both our customer base and our US
Escrow Solutions renewals base

Current Markets

In the second half of the year, we have seen the returns from our targeted software cwner
campaigns and there has been an increase in software owners proactively offering NCC
Group Escrow Solutions to ther customers

We have been aided by the newsworthy and very public demise of some high profile
software providers Enlightened software owners are now keen to disassociate themselves
from the dubious segments of the software development and reseller market and are more
aware than ever that a licensee will demand escrow protection

Qur software owner schemes provide real added value as we actively market escrow for
them and toke away the administrative burden These schemes are paying positive returns
to those who adopt them and we expect to see this frend continue

The launch and contnuing enhancements of our on line portal, “Escrow Live" 1s making the
process of account management and code depositing easier for all parties  Within the
next few months we anticipate that owners will be able to have licensees join therr
agreement online with the minmum of adminisiration and involvement The introduction
of iImmediate escrow protection schemes are further making the process of obtaining
escrow protection quicker, easier and more accessible




Chief Executive's review (continuved)

Qur Escrow Solutions service continues to be a 'peace of mind' assurance proposition
which provides real benefit in all economic chmates  We continue to encourage our
chents to reach the correct level of protection and encouragingly, we are seeing a geod
ncrease in ther levels of nsk awareness

Ethical Secunty Testing yet again continues to see strong growth The cnminal world has
placed hacking at the top of iIts agenda and 1t 1s big business and with it, there 1s Increased
pubklicity, TK Maxx being a substantial recent example

Organised crime 1s committed to hacking as the returns from identity theft, banking and
onlne frauds have continued to nse The prolferation of black market auction web sites
continues as It has become even easier to buy and sell hacking tools, bank details and
individuals’ personal iIdenhhes

The market research obtained from our secunty awareness campaign in January, which
targeted finance drectors of lsted companies with US8 memory sticks sent from an
vnidentified source, highlighted that individuals in senior positions stll have a long way fo
go before information secunty 15 properly understood NCC Group 15 well placed fo
capitalise on the work that results from this lack of knowledge Qur Ethical Secunty business
combined with our Information Secunty Consultancy offerngs put us in a strong posthon to
capralise on the market growih

The current day rate market 15 best descrnibed as "buoyanily competifive”, with a lot of
invitations to propose for work  This position 1s much better than lost year and we remain
confident in our Consultancy offenings  Over the last twelve months we have seen that our
Cornsultancy work has fallen in to two main categornes, Information and Technology
advisory, Including process improvement and procurement, and Information and
Technology Secunty and Assurance

The secunty side of our Consultancy division complements our Ethical Secunty Testng
proposittons and we offer advice to organisations to make sure that they are best placed
to protect themselves and ther business assets from attack We provide secunty advice
from every perspective, especially for those organisations that are covered by the PCI
Data Secunty Standards

Qur posihion in the information secunty market is further enhanced by cur being occredited
PCI Auditors, having CLAS consultants and one of the biggest CHECK Test teams in the UK

Business performance

we contnue to manage the Group through three distinct business units Escrow Solutions,
Assurance Testing and Consultancy Each s independent of the others and each is run by
an autonomous management team

This year, we have included our Escrow Venfication Testing revenues and prohits in Escrow
Solutions  There remains no divissonal focus on cross selling, although more and more we
are seeing a te up between the information secunty side of Consultancy and Ethical
Secunty Testing This trend will continue throughout the coming year as PCI Data Secunty
Standards are introduced and cudiled In busnesses accepting debit or credt card
payments

Each business unit remains responsible for sethng and, after Board approval, delivenng its
own plans, with each area being tasked with generating crganic growth




Chief Executive's review (continued}

Group Escrow Solutions

The Escrow Solutions business remains the cornerstone of the Group representing 59% of our
revenue We have experienced good growth in all our key performance measures of
profitability, new contracts and beneficianes, renewals and for Venfication Testing

Group Escrow Solutions profitability grew to £8 Om (2006 £6 6m}, an increase of 21% on
revenue of £15m, with the UK contributing £13 8m

Group escrow renewals, represented £9 4m (2006 £7 7m} in the year, benefiting from
continued hght controls over the terminchion process Contract terminations were less
than 10% in the year and below 11% for agreement beneficianes

Worldwide the beneficiary base has now grown to 18,450 and the number of contracts is
now at 9,138 In the UK we have 14,432 beneficianes to 7,440 agreemenis In the UK we
have 211 minimum annual fees on agreements

The rate of agreement completons, renewals and terminatons have been such that we
are forecasting Group escrow renewals to be £10 5m for 2007/08 with UK renewals forecast
to be £9 Sm

Escrow Venficahon Testing remans ¢ predominantly UK sale, although we are seeing very
good progress within the US market wath customers beginning to understand the benefits of
increased levels of protection The Escrow Venfication Testing service delivered £2 4m of
revenue (2006 £1 9m) We confinue 10 see over 40% of venficatons being repeated and
have an order ook of £1 3m

Assurance Testing

Assurance Testing consists of Ethical Secunty Testing and Performance and Load Testing
Ethical Secunty Testing incorporates all of our secunty testing, of which Penetration Testing 13
Just one part  Performance and Load Testing includes our web site monitonng and toad
testing business based around Site Confidence, as well as the parts of the onginal Specialist
Testing business, which 15 now mostly concerned with complementary Load Testing
services

Assurance Testing profitability grew to £0 7mn 2007 (2006 £0 ém), an increase of 25%. with
revenue growth of 53% to £58m  As nsk mihigation moves further up the corporate
agenda, we anticipate significant growth in this area gomng forward

In adjusting the flow of iInformation provided to the market, we have decided it s better to
report Ethical Secunty Testing's revenue and revenue growth than the number of tests We
offer much more than just basic penetrahon tests and it 15 now difficult to quantfy what
actually constitutes a test Revenue growth was 40% to £3 Tm in 2007, compared to £2 2m
In 2006

In May 2007 we were delghted to be selected as one of only three approved suppliers
under the CESG, the information assurance arm of the UK Government Communications
Headquarters, Talored Assurance Service scheme The scheme covers all aspects of the
assurance propositicn including Ethical Secunty Testing and Informahon  Secunty
Consuliancy We have an Assurance Testing Order book of aver £2 2m without accounting
for thus contract

Performonce and Load Testing coffers an excellent opportunity to the Group  Qur
movement away from the existing niche based offenng was concluded with our
acquisihon of Site Confidence The online monitoring business offers a high level of recumng
revenues, with 20% of our blue chip customers renewing therr annual contfracts

10




Chief Executive's review (continued)

Consvltancy

Consultancy revenue fell by 2% to £4 6m as we continued to stabilise our posithon In the
market Once again we had a stronger second half and as anticipated utilsation levels
returned to the 75% mark

As a result of careful cost control and the appropnate use of flexible resources, we
generated a profit of £0 5m in the second half of the year Operahng profits grew by 16%
to £0 7m (2006 £0 6m) for the year

Acquisitions
We will continue to invest iIn appropnate complementary business achvities We are
regularly iInvolved in discussions with suitable target companies but remain cautious

Currently we are cautiously optimistic that we will acquire another earnings enhancing
Assurance Testing Company, for a consideration not greater than £4m We have entered
Into a non-binding heads of terms agreement, with a view to undertaking due diigence
and then, subject to the outcome, completing the transaction on or around the end of
July 2007

Employees, recruitment and retention

Recruitment and retention remains the biggest challenge to growih for a people business
such as ours  As a Group we are committed to employing the best people in the market
wherever possible We have a headcount of 259, with 84 escrow account managers {2006
67)

We have begun to recruit in the new southern office In Dorking, but have deliberately
taken a careful approach to ensure that the business processes fully function and that the
business 15 properly integrated mnto the Group first before stretching the onsite
management team

We are making good progress and today have recruited a number of Ethical Secunty
Testng staff, are constructing an Ethical Secunity Testing laboratory and expect to start
extensive recruitment for escrow account managers dunng the next six months

The way forward
We continue to make a virtue of acting independently and operate as frusted, equitable
advisors

To date we have successfully acquired and integrated three businesses that have
complemgnted our service and delivery offenngs Combining that with our outstanding
e have a sound business model that we will continue to
evolrend devglop to Group further

Rob Cotton
Chief Executive
NCC Group plc
2 July 2007




Financial review

Revenue analysis

Group revenues for the year end 31 May 2007 increased by 22% to £25 4m {2006 £207m)
Supported by the acquisihon of Site Confidence the Group's half year spht was more
weighted to the second half year than the first, with 45% of revenue delivered in the first
half (2006 47%) compared to 55% in the second half {2006 53%)

Total Escrow Solutions accounted for 59% of Group revenue (2006 59%) following the
inclusion of Escrow Venfication Testing within the division’s income stream  Assurance
Testing now accounts for 23% {2006 18%) with Consultancy the smallest division accounting
for 18% of revenue (2006 22%)

With the continued growth in the US Escrow Solutions business and further penetration info
confinental Europe from the UK, the geographical split of revenue has continued to evolve
However, the vast majonty of the revenue s still contributed by the UK at £20 ém {2006
£177m), 81% (2006 85%) of total revenue Revenue from the rest of the word haos
increased 71% to £3 Om (2006 £1 8m} with Europe coninbuting £1 8m (2006 £1 3m)

Total Escrow Solutions revenue for the year increased by 22% fo £150m (2006 £123m)
dnven by continued growth in the UK which increased its revenue by 16% to £11 4m {2004
£9 8m) The USincreased ifs revenue by 177% 1o £1 Om (2006 £0 4m) fellowing a full year of
trading and the acguisition of Source Harbor Escrow Verficahen Testing contnbuted a
25% Increase In revenue to £24m (2006 £19m) Escrow Solutions contract terminations
remain below 10% with annual renewals increasing by 21% to £9 4m (2006 £7 7m)

Qur Assurance Testing division delivered strong revenue growth of 53% to £58m (2006
£38m) The continued demand for Ethical Secunty Testing has seen its revenue Increase by
40%, although our move away from Specialst Testing has seen a 29% (£05m) fall in
revenues 2007 The Performance and Load Testing business of Site Confidence, which we
acqguired in January 2007, contributed £1 6m of revenue to our Assurance Testing business
in a hitle over four months of our ownership

Consultancy revenues fell by 2% to £4 6m (2006 £4 7m) with, as expected, a shghtly
stronger second half of the year

Profitability

Adjusted Group operating profit, as set out In the table below, grew by 22% to £8 2m (2006
£6 7m) Adjusted operating margins remained at 32% (2006 32%) a significant increase
from 29% at the tme of the intenm results The half year spit of adjusted operating profit at
40 60 (2006 40 60} was In line with prior years

Operating profit | Profit before tax

2007 2004 2007 2006
Reported operating profit/profit before tax 7,952 6.636 7,785 6,551
Amorhsation of acquired intangibles 230 47 230 47
Unwind of the discount on Site Confidence
deferred consideration - - 102 -
Adjusted operating profit/profit before tax 8,182 6,683 8,117 6,598

The operating profits as set cut In the table increased by 20% to £7 9m (20046 £6 ém) are not
adjusted for £0 ém (2006 £0 5m) of share based charges




Financial review (continued)

The UK performed strongly with an increase in adjusted operating profit growth of 22% to
£8 4m (2006 £6 9m), the adjusted operating margins also increased to 35% up from 34% in
2006 The US performed in ine with expectahons following its first full year of trading with
adjusted operating profit increasing by 39% to £03m (2006 £02m) Germany incurred
losses of £0 5m as costs were incurred In the process of winding down the operation

Currency fluctuations were minimal with a £11,000 adverse mpact on the Group’s profits in
the financial year ended 31 May 2007

Pre-tax profit
Adjusted pre-fax profit ncreased 23% 10 £8 1m {2006 £6 ém) The Group's reported pre-tax
profit was up 19% to £7 8m (2006 £6 ém)

Taxation

The Group's effective tax rate 1s 31 0% (2006 30 4%) The rate s above the standard UK rate
of 30% largely as a result of the amorhsahon of the intangible asset and the unwinding of
the discount on the retention payment for Site Confidence Limited, both of which are not
allowable for tax purposes

At the year end the Group had unutiised tax losses carned forward in Site Confidence The
Board has been advised, with a high degree of certamnty, that these tax losses will be
vtilsed and £0 9m has been recognised (2006 &nil} as a deferred tax asset associated wath
these losses

Earnings per share

The adjusted fully diluted earnings per share increased 23% to 16 8p (2006 13 7p) The basic
garnings per share increased 18% to 16 5p (2006 14 0p), whilst fully diluted earmngs per
share increased 17% to 15%9p (2006 13 ép) Growth in earnings per share s marginally
different from the growth in earnings due to the fact that the weighted average number of
chlutive share ophions has increased

The table below analyses the effect on Group's fully diluted earmings per share of the
amortisaticn of acquired intangibles and unwind of the deferred consideration on Site
Conhdence Limited

2007 2006

Pence Pence

Diluted EPS as per the iIncome statement 15.9 136

Amortisation of acquired intangibles 0é 01

Unwind of the discount on Site Confidence defered 0.3 -
consideration

Adjusted diluted EPS 16.8 137

Dividends

In Ine with the confinuing progressive dividend policy the Board 1s recommending a final
dvidend of 3 25p per ordinary share, moking the total 4 75p for the year This represents
cover of 3 5 tires {2006 4 0 times) based on basic earnings

Shareholders funds at the end of the year were £33 4m {2006 £28 2m)

Caosh

The Group continues 1o be highly cash generafive with operatng cash flow before interest
and tax of £7 8m {2006 £7 3m) which 15 98% of operating profit before interest and tax
{2006 109%) A strong finish to the year has seen debtor days increased to 61 {2006 51)




Financial review {continved)

After accounting for net cash out flows of £3 3m for the two acguisitions made during this
year the Group ended the year with net cash of £0 $m (2006 £1 3m)

Capital expenditure was reduced at £07m {2006 £08m} but it 1s lkely to increase
marginally in the coming financial year as the Group upgrades i1s core [T systems and
develops unutiised space Inits existing facilities to accommodate future growth

Balance sheet

Following the acquisihons of Scurce Harbor and Site Confidence goodwill increased by
£7 Im and ntangible assets relating to customer coniracts and associated relationships
increased by £20m The value of goodwill has been assessed and no imparment has
been evidenced The contracts and cusiomer relationships have been assigned a useful
economic life ¢ een five and twenty years and are to be amortised over that penod

Pavl Edwards w

Finance Director
NCC Group plc
2 July 2007




Directors and senior management
The Board compnses

Paul Mitchell - Non Executive Chairman

Paul Mitchell was appointed Non Executive Charman of NCC Group in 1999 He s
Managng Director of Rickitt Mitchell & Partners Limited, a corporate financial advisory firm
based in Manchester and 15 also a non executive director of Styles & Wood Group plc and
Hotlins Murray Group Limited, o property investment company He s a qualfied chartered
accountant

Rob Colton - Chief Executive

Rob Cotton has been Chief Executive since 2003, joining the Group as Finance Director in
2000 He steered the Group through its management buy-out in Aprl 2003 and s
admission to Aim in July 2004 As well as delivenng consistent organic growth Iin revenue
and profits, he has instigated and overseen a senes of strategic expansion plans including
the acquisthon of complementary businesses worldwide

A quahhed chartered accountant, he previously held o number of director and sentor
management posifions in industry

Paul Edwards - Finance Director

Paul Edwards jcined NCC Group in 2000 as Group Financial Controller and was appotnted
Finance Director in April 2003, playing a key role in the Company’s flotation on Aim in July
2004

He previously worked as a divisional finance manager for TDG plc and as Financial
Controller for the Caudwell Group and for Cannon Viking Limied He s a qualfied
chartered management accountant and has an MBA from Manchester Business School

James Wallace — Senior Non Executive Director

James Wallace jomed NCC Group in June 2004 as a non execulive director He 1s @
qualfied chartered accountant and s Chairman of Bodycote Internahonal plc, a trustee
of The Lowry Centre Trust and a non executve drrector of Holidaybreak plc and The
Sanctuary Group plc

Eurfyl ap Gwilym - Non Executive Director

Eurfyl ap Gwilym Joined NCC Group 1in June 2004 as a non executive drector He has
worked at board level for many years in an executive capacity and 1s a non executive
director of ISOFT Group plc, Pure Wafer ple and the Principality Bullding Society

Senior management

The senior management team detaled below 1s responsible for the operation of the
Group’s three divisions  The key members of the senior management include

Felicity Brandwood - Group Company Secretary and Operational Director, Escrow
Solutions

Felicity Brandwood, a qualified solicitor, was appointed a director of Escrow Solutions in
2006 alongside her role as Group Company Secretary, having joined the Group in 1984
Along with day-to-day responsibility for the operational management of the Group's
Escrow Solutions division, she 1s responsible for the overall operation of the US office ond
implementation of the Group’s US expansion plans




Directors and senior management (continued)

Jon Leigh - Director of Escrow Solutions

Jon Leigh has been Director of Escrow Solutions since 2003 He s responsible for both the
product development and sales strategies of the Group's Escrow Solutions division and the
overall operation of the German office With a background in testing, he has worked for
NCC Group for over 15 years and previously held a varnety of management roles

Craig Motta - General Manager, Escrow Solutions US

Craig Motta joined NCC Group as General Manager of Escrow Solutions in the US in 2006
following the acquisithion of the Escrow business of Recall Total Information Management
and s responsible for the day to day management of the US business He previously held
several management positions within Recall, including Sales Director of Recall’'s North
Amerncan Document Management Business

Andy Hague - Operahional Director, Ethical Security Testing

Andy Hague jomed NCC Group in 2006 as a Drector of Assurance Testing and s
responsible for the operational management and development of the Group's secunty
testing business He was previously Managing Director at technology company XAL Group
and has more than ten years technology and semor management experience

Jane Pink - Director of Specialist and Verification Tesling
Jane Pink was appointed Director of special projects in 2003 having worked for NCC
Group for over 20 vears in a vanety of senior testing roles

Bob Dowson — Operational Director, Monitoring and Performance Testing

Bob Dowson joined Site Confidence in 2002 form Forrester Research, where he was
Commercial Director responsible for account management in Europe  He started his
career as a strategy consultant with McKinsey & Company He left McKinsey to help set
up an internet research company, Fletcher Research Limited, in 1998 As Commercial
Director, he was responsible for sales, marketing and business development, and guiding
the company to a successful frade sale to Forrester Research in 1999

Roger Rawlinson - Operational Director, Consultancy

Roger Rawlinson 1s responsible for the operatonatl management of Group's consultancy
business and the schedulng and resource management of the Group's day rate
businesses He has worked for NCC Group for over ten years n a vanety of testing and
consultancy roles and was appoeinted a Director of Consultancy in 2004

John Redeyoff - Business Development Director, Consultancy

John Redeyoff joined NCC Group in 2003 as Director of the Consultancy division  He s
responsible for developing the Group’s Consultancy business, iIncreasing penetration into
both existing and new markets, managing key chent relahonships and identifying new
opportunities




Directors’ report

The directors present therr annual repert and financial statements for the vear ended 31
May 2007

Principal activity and review of the business

The principal activity of the Group 15 the independent provision of IT assurance through
Escrow Solutions, Assurance Testng and Consultancy to both the public and pnvate
sectors The level of business and the year end financial position were satisfactory and the
directors expect the Group to continue its growth for the foreseeable future

The Charman's report on pages 5 to 7 as well as the Chief Executive's review on pages 8
to 11 report on the Group's development dunng the year 1o 31 May 2007, 1its posiion at
that date and the Group's likely future development

The financial results of the Group are shown in the iIncome statement on page 38

Dividends

The directors propose a final dividend of 3 25p per ordinary share which, together with the
intenm dividend of 1 5p per ordinary share paid on 2 March 2007, makes a total dividend
of 475p for the year The final dvidend has not been accrued for in these financial
statements The final dividend will, if approved by shareholders at the Annual General
Meeting ([AGM}, be paid on 28 September 2007 to sharehclders on the register at the close
of business on 31 August 2007

Share capital
Detalls of the movements of the authonsed and called up share capital of the Company
are set out In note 20 to the financial statements

Directors and their interests

Detals of the Company's current dwectors are set out on pages 15 to 16 Directors’
interests in shares and share options i1 the company are detaled in the Directors’
remuneration report set cut on pages 246 to 31

The directors who held office dunng the year were as follows
Paul Mitchell - Non Execuhve Charrman

Rolb Cotton - Chief Executive

Paul Edwards - FiInance Director

James Wallace — Senior Nen Executive Director

Eurtyl ap Gwilym - Non Executive Director




Directors’ report (continved)

Principal shareholders
The following have netfied the Company as being interested in 3% or more of the
Company's issued ordinary share capital as at 31 May 2007

% of 1ssued

Ordinary shares of 1p share capiial

AXA Framlington Investment Management 5,434,566 16 7%
Standard Life Investment Management 3,492,762 107%
Morgan Stanley Securihies 3,343,784 10 3%
Rob Cotton 1,879,003 58%
Legal & Generdl Investment Management 1,857,404 57%
Montanaro Investment Managers 1,335,000 41%
Hansa Capiial Limited 1,250,000 38%
Henderson Global investors 1,150,000 35%
Invesco Asset Management 1,107,807 34%
Baille Gifford & Co 1,085,000 33%
Unicorn Asset Management 981,618 30%

Corporate social responsibility

The corporate social responsibility section on pages 33 to 34 provides an update on the
Group's policies and activies 1n respect of its wider stakeholders - employees, clients,
supphers and the community — and environmental, ethucal and health and safety issues

Principal risks and uncertainties
The principal financial nsks and uncertainhes the Group faces are descnbed In nofe 18 to
the annual report and accounts

The Group faces operatfional nsks and uncertainhes which the directors take all reasonable
steps possible to miigate however the drectors recognise that they can never be
elminated completely

The principal operahonal nsks and uncertainties the Group faces include those In relation
to the recruitment of additional staff to meet the Group's ambitious growth plans, the
entry of a significant compettor to threaten the Group's dominance in its domestic Escrow
Solutions markel, the occurrence of unforeseen difficulties in the integration of future
acquisthons the Group may enter inte and the dependence on key executives and senior
managers

Risk and uncertanties outside the Group's conifrol include those relating to the
implementation of changes in government polcy for the procurement of IT Services and
alterations to the legisiahve and taxation framework in which the Group operates

Disclosure of information to auditors

The directors who held office at the date of approval of this Directors' report confirm that
so far as they are each aware, there 15 no relevant audit informaton of which the
Company's auditors are unaware, and each director has taken all the steps that they
ought fo have taken as a drrector to make themselves aware of any relevant audit
informaton and to establish that the Company's auditors are aware of that nformation

Auditors

KPMG Audit ple has expressed its wilingness to continue in office Therefore Accordingly, in
accordance with Section 384 of the Companies Act 1985, a resolution to reappoint KPMG
Audit plc as the Group's auditor and authonsing the directors to fix the remuneration of the
auditor will be put to the forthcoming Annual General Meeting




Directors’ report (continued)

Annval General Meeting

The ncohce of the Company's Annual General Meeting to be held at the Manchester
Technology Centre 1s sent to shareholders with this annual report along with details of the
business to be proposed at and explanatory notes

By order ofthe Boar

Rob Cofton
Chief Executive
NCC Group plc
2 July 2007




Corporate governance

NCC Group 1s committed and 15 accountable to shareholders for high standards of
corporate governance In respect of the year ending 31 May 2007, NCC Group has been
in full compliance with the provisions of section 1 of the 2003 (Revised) Combined Code on
Corporate Governance

This statement descnbes how prnnciples of corporate governance are applied to the
Group

The Board
The Board comprnses two executive and three non executive directors whose Board and
Committee responsibilities are set cut In the table below

Boord Audit Remuneration Nomination
Committee Committee Committee

Paul Non Executive
Mitchell Charman Charrman Member Charman
Rob Chief Executive Member
Cotton
Paul
Edwards Finance Director Member
James 3enior Non Member Charman Member Member
Wallace Executive Director
Eurtyl ap Non Executive Member Member Charrman Member
Gwilym Director

The Non Executive Charman, Paul Mitchell, s responsible for the running of the Board
Executive responsibility for the running of the Group's business rests with the two executive
directors, Rob Cotton and Paul Edwards, who are supported in this by the operating
boards of NCC Group UK

The Board normally meets on a monthly basis Duning the year, the Board met on twelve
scheduled occasions and further meetings and conference calls were held as and when
necessary In addition, a one day strategy meeting took place

The attendance of individual directors at the scheduled Board meetings 1s shown in the
table below

Board
meetings attended
Paul Mitchel Non Executive 12/12
Charrman
Rob Cotton Chief Executive 12/12
Paul Edwards Finance Director 10/12
Senior Non
James Wallace Executive Director 1212
Eurfyl ap Gwilym Non Executive 12/12

Director
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Corporate governance (continved)

After careful review, the Board has again concluded that James Wallace and Eurfyl ap
Gwilym were independent throughout the year In coming to this assessment the Board
considered the character of the individuals concerned and the fact that none of them

= has ever been an employee of the Group,

=  has ever had a matenal business relationship with the Group,

= receives any remuneration other than therr fees,

=  has close family hes with advisors, other directors or senior management of the

Group that could reascnably be expected to cause a conflict,

= has significant links with other directors through involvement with other companies,

v represents a significant shareholder, or

* hasserved on the NCC Group Beard for more than nine years

The Board is responsible 1o shareholders for the proper management of the Group and for
Its system of corporate governance It receives information on {at least) a monthly basis to
enable It to review trading performance, forecasts and strategy and 1t has a schedule of
matters specifically reserved for its decision The most significant of these are

changes to the structure, size and composition of the Board,

consideration of the Independence of non executive directors,

review of management structure and senior management responsibllities,

with the assistance of the Remuneration Committee, approval of remuneration

policies across the Group,

« approval of strategic plans, profit plans and budgets and any matenal changes to
them,

« oversight of the Group's operations ensunng competent and prudent
management, sound planning. an adequate system of internal confrol and
adequate accounting and other records,

»  final approval of annual accounts and accounting policies,

= approval of the dividend policy,

= approval of the acquisition or disposal of subsichianes and major investments and
capial projects,

=  delegation of the Board's powers and cuthonties, including the division of
responsibiliies between the Charman, the Chief Executive and other executive
directors, and

* recewving reports on the views of the Company's shareholders

Operational management of the Group 1s delegated to the operating Board of NCC
Group and NCC Group Inc

Procedures exist to allow the directors to seek iIndependent legal and professional advice
in respect of ther dutes at the Company's expense where the crrcumstances are
appropnate All directors have access to the Company Secretary for advice

All directors are required fo submit themselves for re-election at regular intervals and at
least every three years

The following formally constituted commitiees deal with specific aspects of the Group's
affars in accordance with ther wntten terms of reference, which are reviewed annualiy
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Corporate governance (continved)

Audit Committee

The Audit Committee, which 1s charred by James Wallace [who has recent, relevant
expenence as a former Finance Director and 1s currenily Chairman of other plc audit
commiftees), comprnses the two independent Non Executive Directors and meets three
times a year The Charman, Chief Executive, Finance Drector and external auditors
attend these meetings as required by the Committee

The purpose of the Committee 1s to assist the Board in the discharge of its responsibiihes for
financial reporting and corporate conirol and to provide a forum for reporting by the
external auditors The responsibilities of the Committee Include

= to monitor the integnty of the financial statlements and review significant financial
reporting judgements contained in them,

»  fo review the Company's internal financial control system and rnsk management
systems,

» {0 make recommendations to the Board in relation to the appointment of the
external auditoer and to approve the remuneration and terms of engagement of
the external auditors,

»  {o review and monitor the external auditors' Independence, objectivity and
eftectiveness,

*» {0 develop and mplement policy on the engagement of the external auditors to
supply non-audit services,

= to morutor the Company's whistle-blowing procedures, and

= toreview regularly the need for an internal audit funchon

The attendance of individual Committee members at Audit Committee meetings 15 shown
in the table below

Meetings attended
James Wallace 3/3
Eurfyl ap Gwilym 3/3

During the year, the Audit Committee considered the following issues

» the appropnate valuation technigues to be utilsed In valuing share options under
IFRS,

= the areas of judgement in the financial statements Including the valuation of

intangible assets and goodwillimparrment,

the requirement for a formal internal audit funchion,

the Independence of Rickiit Mitchell as corporate finance advisors

the level of fees payable to KPMG Audit plc in respect of non-audit work,

the separation of the audit, non audit and tax work and appointment of the

appropriate advisors

= vanous taxissues within the Group, and

= corporate governance issues

Remuneration Committee

The Remuneration Commitiee, which s charred by Eurfyl ap Gwilym and compnses the
Non Executive Directors, meets at least three hmes a year and additionally as required It 1s
responsible for reviewing remuneration arrangements for members of the Board and other
senior employees of the Group and for providing general guidance con aspects of
remuneration policy throughout the Group

Dunng the year the Committee met more often than would normally be the case due to a
review of remuneration policy undertaken os detaled in the Remuneration report
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Corporate governance (continued)

The attendance of individual Committee memibbers at Remuneration Committee meetings,
one of which was via conference call is shown in the table below

Meetings attended
Paul Mitchell 35
James Wallace SI)
Eurtyl ap Gwilym 5/5

The Birectors’ remuneration report 1s set out on pages 26 to 31

Nomination CommiHee

The Nominaton Committee 1s charred by Paul Mitchell and comprises the Non Executive
Directors The Committee 5 responsible for proposing candidates to the Board, having
regard to the balance and structure of the Board There has been one meeting In the
year

Meetings attended
Paul Mitchell 1/1
James Wallace 1/1
Eurfyl ap Gwilym 1/1

Performance reviews

A formal appraisal process for the Board and its Committees was conducted again in the
yvear The process covered objectives and strategy, management oversight, Board
performance, meetngs, externatl relatonships, governance and Board/Committee
conshitution This was an internal process using queshonnares completed by all relevant
Drectors and collated by the Company Secretary

The results of the exercise were discussed by the Board which concluded that the Booard
and 1fs Committees are operating effectively The Board 15 currently considenng any
acthions identified by the process that could improve the performance and workings of the
Board and its Committees

It1s anticipated that the review exercise will continue to be undertaken annually

Internal control

The Board 15 responsible for establishing and maintaining the Group’s system of internal
confrol  Internal control systems are designed to meet the parhcular needs of the Group
and the nsks fo which 1t 1s exposed By ther nature however, internal control systems are
designed o manage rather than eliminate the nsk of falure to acheve business objectives
and can provide only reasonable and not absolute assurance ogainst matenal
misstatement or loss

Key elements of the internal control system are descnbed below These have dll been In
place throughout the year and up to the date of this report and are reviewed regularly by
the Board

» clearly defined management structure and delegaton of authonty to Committees
of the Board. subsidiary boards and assocrated business units,

= clearly documented internal procedures set out in the Group's 1SO 9001 2000
accredited quality manuai,

»  high recruitment standards and formal career development and fraining to ensure
the integnty and competence of staif,
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Corporate governance (continved)

s«  regular and comprehensive information provided to management, covering
financial performance and key performance indicators, including nen-financial
measures,

* adetaled budgehing process where business units prepare budgets for the coming
yvears and roling three-year strategic plans, which are approved by the Board,

v procedures for the approval of capital expendiure ond investiments and
acquisthoens,

«  monthly momitonng and re-forecasting of results against budget, with magjor
varnances followed vp and management action taken where approprate,

»  regular internal audits of key processes and procedures under the Group's 15O 9001
accredited quality assurance process,

* ongoing procedures to identfy, evaluate and manage significant nsks faced by
the business in accordance with the guidance of the Turnbull Commitiee on
Internal Controls and procedures to maniter the control systems in place 1o reduce
these nisks to an acceptable level, and

= formal consideration of progress made against significant business nsks at monthly
operatonal board meetings

NCC Group does not have a dedicated internal audit function, although regular internal
audits are conducted under the Group's I1SO 2001 accredited qualily assurance process
and at the request of the Audit Committee The Board has considered the need for an
internal audit funchon and believes that current arangements are adequate given the
structure of the Group's accounting function and the size of the Group

Avditer independence

The Company operates a rngorous policy designed to ensure that the auditors
independence 15 not compromised by their undertaking inappropnate non-audit work Al
signiicant non-audit work commussioned from the external auditors requires Audit
Committee approval The external auditors are only selected o undertake non-audit work
where the nature of the advice makes It more tmely and cost-effective to select advisors
who adlready have a good understanding of the Group

The Audit Committee has undertaken its annual review of the nature and amount of non-
audit work undertaken by the external auditors to satisfy itself that there 15 no effect on
ther ndependence

Going concern

The directors are satsfied that the Group has adequate resources to continue in
operational existence for the foreseeable future, a penod of not less than 12 months from
the date of this report For this reason, they continue to adopt the going concern basis in
preparnng the hinancial statements

Communication with sharehclders

The Company values the views of shareholders and recognises therr nterests in the Group's
strategy and performance It holds briefings with institutional fund managers, analysts and
other investors, including staff shareholders, prmarnly following the announcement of
intenm and preliminary results, as well as at other times dunng the year as may be
appropnate

The Company's programme of investor relations achivities 15 designed to ensure that the
investing community recewves a balanced and consisient view of the Group's
performance  All shareholders are welcomed to the Annual General Meehng, at which
the Board of Directors will be avallable to answer questions from shareholders
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Corporate governance (continved)

Communication s alse provided through the Annual Report, the Intenm Report and the
investor relations area on the Company's web site, www nccgroup com on which financial
and other information 1s available and regularly updated

The Board receives reports from the Group's broker twice a year that communicate
feedback from inshitutional shareholders, reviews analyst coverage of the Group every
month and receives reports twice a year from its financial public relations advisors
regarding jhe views of analysts

Rob Cotton
Chief Executive
NCC Group plc
2 July 2007
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Directors’ remuneration report

As an Am lsted company we are not required to comply with the provisions of the
Directors Remuneration Report Regulations 2002 Nevertheless, as part of the Group's
commitment to the early adophon of best practice in corporate governance, strenuous
effort has been made to adhere to these provisions

Remuneration Committee

The Remuneration Committee advises the Board and makes recommendahons to it about
all elements of the remuneration packages of the executive directors The members of the
Remuneration Committee dunng the year were Eurfyl ap Gwilym as Committee Charman,
Paul Mitchell and James Wallace The Chief Executive may attend the Remuneration
Committee by invitation and assist the Committee with 1ts considerations No director 15
involved in setting ther own remuneration plan

Remuneration policy

The Committee and the Board believe that in order to attract and maintain a senior
management team of the nght calibre 1t 1s necessary o provide competitive market-
based packages which reward Group and Individual performance and motivate senior
executives fo achieve stated business objectives and deliver outstanding shareholder
returns

Remuneraton packages comprse
= basic satary
= annual performance related bonus
= other benefits
= participation in the share incentive plans

The Group infroduced a number of share incentive schemes on flotation, of which all
memibers of staff, including the executive drectors are potential beneficianes These
Include an Employee Share Ophon Scheme, a Long Term Incentive Plan (LTIP} and a Save
As You Earn [SAYE) scheme

Basic salary

Salaries are normally reviewed annually and any changes are effective from 1 June in
each vyear Pay reviews take into account Group and personal performance and
externally benchmarked market data for comparable companies cperating in IT services,
management consulting and relevant high-tech sectors

The salanes of Rob Cotton and Paul Edwards for the last two financial years are set out in
the table on page 29

The benchmarking exercise undertaken 1n April 2007 provided the Remuneration
Committee with relevant comparable data which identified that the existing salanes of
the executive directors were In ine with marketplace comparators

In addihion, the Committee considered the excellent performance of the Group over the
last two years and its increasing size and complexty and the specific experience of the
executive directors which 15 cnhcal 1o the Group's conhhued success when agreeng
salaries for the year commencing 1 June 2007 With effect from 1 June 2007, Rob Cotton's
salary 1s £300,000, an increase of 20% and Paul Edwards’ salary 1s £155,000, an increase of
27%

Performance related bonuses

The performance related pay scheme for executive directors 1s In ine with the scheme
covernng other senior members of staff Payments under the scheme are based upon the
achievement of profit targets for the Group as set by the Remuneration Committee
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Directors' remuneration report (continved)

Pensions

The executive drectors are entifled to a company pension contrbution of 8% of basic
salary, providing they make a contrbution of not less than 5%, which is paid into the Group
defined contnbuton pension scheme, which 15 also open to all of 11s permanent
employees

Benefits
Benefits in kind Include the provision of a car or car allowance, paymeni of prvate fuel,
carinsurance, pnvate medical insurance, life assurance and permanent health insurance

Share incentives

The Group's policy 1s to award share incentives to executive directors in order to align ther
interests with those of the Company's shareholders Both the executive directors are
precluded from Joining the Employee Share Option scheme, but have parlicipated in the
LTIP scheme dunng the financial year

The Remuneration Committee agreed, in 2006, to extend participation in the LTIP to other
senior executives within the Group

The current performance targets relate to both the total shareholder returns (TSR} and
earnings per share (EPS) performance of the Group over the designated percd The
maxmum award s equal to one times the director's or serwor executive's annual basic
salary in the year ended

The TSR condition will govern the vesting of 50% of the LTIP award ond will compare the
Group's TSR performance over the three year performance pencd with the TSR
performance of the conshituent companies of the FISE software and computer services
index Where the Company’s TSR performance equates to median level in the comparator
group, 30% of the award governed by the TSR condition will vest 100% of the award
governed by the TSR condihon will vest for upper quartile performance or above Between
these two points, vesting will be determined on a straight ine basis

The EPS condition will govern the vesting of the remaining 50% of the LTIP award and will
relate to the growth in the Group's EPS over the performance penod If growth s equal to
25% or more per annum then 100% of the award governed by the EPS condition will vest If,
however, growth 15 less than 10% per annum, none of the award governed by the EPS
condiion will vest Between these two ponts, vesting will be determined on a straight line
basis The Remuneration Committee believes that this 1s a more appropnate measure of
the Company's performance given iis current position and it ahigns the interests of the key
executives and directors with those of the shareholders

Rob Cotton joined the SAYE Scheme at the hme of flotation Paul Edwards joined the SAYE
scheme on 1 September 2005
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Directors’' remuneration report {(continved)

Performance graph

The following graph shows the total shareholder retumn, with dividends reinvested, from 12
July 2004, the date of the Company's flotation on the London Stock Exchange against the
corresponding change in a hypothetical holding in shares in both the FISE All Share Index
and the FTSE Software and Computer Services Index

The FTSE All Share and FTSE Software and Compuier Services indices both represent broad
equity indices in which the Company 15 a constituent member Inclusion of the FISE All
Share Index gives a market capitalisation-based perspective, whilst the FISE Software and
Computer Services Index gives an industry sector perspective

The share pnce of the Company at 12 July 2004, being the date of the Company's
flotation, was 170p and at 31 May 2007 was 360p
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Service Contracts

The service contfracts and letters of appointment of the directors include the following
terms

Date of contract Notice period Period of
appointment
Executive
Rob Cotton 12 July 2005 1 year -
Paul Edwards 12 July 2005 6 months -
Neon Executive
Paul Mitchell 26 June 2007 3 months 3 years
James Wallace 26 June 2007 3 months 3 years
Eurfyl ap 26 June 2007 3 months -
Gwilym

The executive directors are subject to rolling contracts and offer themselves for re-election
by rotation n accordance with the Company's Articles of Associotion These contracts
maybe terminated by either the Company or the relevant executive director giving the
appropnate notice
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Paymenits on termination for executive directors are restncted to the value of salary and
confractual benefits for the nofice pernod There are no predetermined special provisions
for executive directors with regard to compensation in the event of loss of office

Directors’ interest in shares
Directors had the following beneficial interest in the issued share capital of the Company

Ordinary Shares Ordinary Shares
of 1p each 2007 of 1p each 2006

Executive

Rob Cotton 1,879,003 2,348,754
Paul Edwards 276,645 354,880
Non Executive

Paul Mitchell 228,100 280,600
Joames Wallace 14,705 14,705
Eurfyl ap Gwilym 14,705 14,705

The auditors have audited the infoermation in the following tables
Remuneration

The remuneration of the directors for the year ended 31 May 2006 was as follows

Year ended 31 May Salary Bonus Pension Benefits Fees Total

2006 £000 £000 £000 £000 £000 £000

Execulive

Rob Cofton 225 - 16 27 - 268

Paul Edwards 105 - 7 19 - 131

Non Executive

Paul Mitchell - - - - 435 45

James Wallace 40 - - - - 40

Eurfyl ap Gwilym 30 - - - - 30
400 - 23 44 45 514

The remuneration of the directors for the year ended 31 May 2007 was as follows

Year ended 31 May Salary Bonus Pension Benefits Fees Total

2007 £000 £000 £000 £000 £000 £000

Execuhlive

Rob Cotton 250 29 18 31 - 328

Paul Edwards 123 14 9 24 - 170

Non Executlive

Paul Mitchell - - - - 45 45

James Wallace 40 - - - - 40

Eurfyl ap Gwilym 30 - - - - 30
443 43 27 33 45 613
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Diectors' share oplions
The Group has a number of share option schemes whereby directors and staff are able to
subscribe for ordinary shares in the Company

As at 31 May 2007 the directors held options over ocrdinary shares as follows There have
been no changes between the end of the financial year and the date of this report

Market Opthons Options
value at held at held at Earliest

Date of date of I June 31 May  Exercise Performance exercise Expiry
Rirector grant grant 2006 2007 prnce condihions cdote dale
Rot Cotton 14/07/04 £170 117,647 117,647 nil* | 01/06/07 13/07/08
Rob Cotton 05/08/04 £1 70 4,909 6,909 £136 2 01/0%9/07 28/02/08
Rob Cotion 21/09/05 £2 36 78,431 78,431 ml* 3 01/06/08 20/09/09
Rob Cotion 19/07/06 £270 nil 83,333 nl* 3 01/06/09 18/06/10
Paul Edwards 14/07/04 £170 51,471 51,471 nil* 1 01/04/07 13/07/08
Paul Edwards 19/08/05 £9 58 4,577 4,577 £206 4 01/09/08 28/02/09
Paul Edwards 21/092/05 £2 36 34,313 34,313 nii* 3 01/04/08 20/09/09
Paul Edwards 19/07/06 £9 70 il 38,888 ni* 3 01/06/09 18/06/10

*fexercise price of £1 on each cccasion

Performance conditions and notes

1 The awards will vest in full If average growth of EBITA, over the three years from grant
equais or exceeds 25% per annum [f EBITA over the three year penod falls below 10% then
the awards vested will be nil If EBITA over the three years falls between 10% and 25% then
the amount of awards granted will be calculated on a straight ine basis between the two
percentages

2 The SAYE scheme s subject o a three year savings contract If this 1s completed a
maximum of 6,909 shares will be granted

3 The awards will fully vest if both the total shareholder retumns (TSR} and earnings per share
(EPS) performance targets of the Group are met

The TSR condition wilk govern the vesting of 50% of the LTIP award Where TSR performance
equates to median level In the comparator group, 30% of the award governed by the TSR
condition will vest 100% of the award governed by the TSR condition will vest for upper
quartile performance cr above

The EPS condifion will govern the vesting of the remaining 50% of the LTIP, If growth s equal
to 25% or more per annum then 100% of the award governed by the EPS condition will
vest If, however, growth is less than 10% per annum, none of the award governed by the
EPS condition wili vest

For both TSR and EPS, performance between the two points of measure will be determined
on a straight ine basis

4 The SAYE scheme 5 subject to a three year savings confract I this 15 completed a
maximum of 4,577 shares will be granted

The Remuneration Committee recommends the granting of additional share options to the

value of each executives director's annual salary, using the same performance cntena to
be defined and outlined at the AGM
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Directors' remuneration report (continued)

During the year the Company's share price vaned between 239p and 3460p and ended
the year at 360p

Approved by the Board and signed on its behalt

S s .

Eurfyl ap Gwilym

Charman, Remuneration Commitiee
NCC Group plc

2 July 2007
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Statement of directors’ responsibilities

The drectors are responsible for prepanng the Dirrectors’ Report and the financial
statements in accordance with applicable law and regulations

Company law requires the directors to prepare group and parent company financtal
statements for each financial year Under that law they have elected to prepare both the
group and the parent company finagncial statements 1n accordance with IFRSs as
adopted by the EU and gpplicable laws

The group and parent company financial statements are required by law and IFRSs as
adopted by the EU fo present farly the financial position of the group and the parent
company and the perfermance for that penod, the Companies Act 1985 provides in
relation to such financial statements that references in the relevant part of that Act 1o
financial statements giving a true and far view are references to therr achieving a far
presentation

In preparing each of the group and parent company financial statements, the directors
are required to

»  select suitable accounting policies and then apply them consistentily,

«  make judgements and estimates that are reasonable and prudent,

s state whether they have been prepared in accordance with IFRS as adopted by
the EU, and

» prepare the financial statements on the going concern basis unless 1t s
inappropnate to presume that the Group will conhinue In business

The drrectors are responsible for keeping proper accounting records which disclose with
reasonable accuracy at any tme the financial positon of the Company and to enable
them to ensure that the financial statements comply with the Companies Act 1985 They
have general responsibility for taking such steps as are reasonably open to them to
safeguard the assets of the Company and the Group and to prevent and detect fraud
and other iregulanties

The drectors have decided to prepare voluntanly a Directors’ Remuneration Report in
accordance with Schedule 7A to the Companies Act 1985, as if those requirements were
to apply to the Company The drectors have also decided to prepare voluntanly a
Corporate Governance Statement as if the Company were required to comply with the
Listing Rules of the Financial Services Authenty In relation to those matters
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Corporate social responsibility report

NCC Group takes i1ts corporate social responsibilities very senously and recognises the
important contributions to the business made by the wider community of stakeholders, In
particular employees, chents, suppliers and the local communihies in which we operate
The Beard takes into account social, environmental and ethical issues in its discussions and
decision making and makes the health and safety of employees a prionty

Stakeholders

Employees

People are at the heart of the Group's business and the support and involvement of the
talented indviduals who form our team 1s vital 1o the continued success of the Group
overall The Group has a policy of keeping employees informed of, and engaged n, ifs
business strategy through the Intranet, regular employee briefings and divisicnal meetings

Comments and suggestions from employees on the Group's performance and
management are actively encouraged and a free flow of informahon beiween the
drectors, managers and employees ensures that everyone has an opportunity to
coninbute

Chenis

The Group values each and every chient and s proud of the long standing nature of its
chent relationships Conhnuing chent satisfachon 1s central 1o our ongoing success and Is
regularly measured and monitored through the ISO 9001 certified quality programme
Rare instances of negative feedback are treated with the utmost senousness and dealt
with swiftly by management through to resoluhon

The community

We are committed to ensunng that as well as delivenng consistently strong results as a
business, we give something back to the local community We confinue to support
chantable organisations and actively encourage the inveolvement of our employees in
fundraising by covenng expenses and awarding addifional days' holiday

During the vear, we supported fundraising for Chnshe's, the chanty which raises funds for
the Manchester-based Chrnishe Hospital, one of the largest cancer treatment centres in
Europe Through a senes of events and sponsored activilies ranging from sky-diving 1o
cycling and five-g-side football, we raised in excess of £20,000 We have committed o
support the chanty again dunng the new financial year

Suppliers

The Group's policy s to pay suppliers in accordance with ferms and conditions agreed
when orders are placed Although the Group does not follow any code or standard on
payment policy, where terms have not been specifically agreed, invoices dated in one
calendar month are paid close to the end of the following month

At 31 May 2007, the Group had an average of 28 days' purchases outstanding In trade

creditors (2006 34 days) The Company had no trade creditors as at the year end (2006
£nil)
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Corporate social responsibility report (continved)

The environment

Although the impact of the Group’s operations on the environment 1s Iimited compared
with other industnes, we recognise cur responsibility to respect and Imit damage to the
environment In 2006, an environmental policy was introduced outlining the responsibilities
of the Group and each employee to act in an environmentally responsible manner, In
parhcular through efficient route planning, recychng and sustainable procurement

Key policies

Ethics policy

The Group recognises and understands that our relahionships with those who we deal with
are the key to our success and, as such, we take our obligatons and commitments to
those people and orgarnisations very senously Qur independence, reputation as a supplier
of quality services and the trust of our clients are all key assets that we aim to protect at alt
tmes We aim to engender in cur employees principles of honesty and integnity and the
desie to work to the best of therr ability

All of these values and prnnciples are founded on an ethics policy which permeates
everything that we do

Equal opportunities and employment policy

The Group 15 committed to offering eqgual opportunihes to all, no employee or potenhal
employee receives more or less favourable treatment due to ther gender, age, race,
notional or ethnic ongin, disability, sexval onentahon, or mantal status The Group s
committed to the traning and development of all employees and to providing «
productive working environment

Should an exishng employee’s circumstances change, 1t s the Group's policy, wherever
practicable, to provide continuing employment under normal terms and conditions and
to provide traiming and career development and promotion wherever possible

Health and safety policy

The Group 15 committed to the good health and wellbeing of its employees and sinves to
provide and mamntain a safe and pleasant environment for all employees, clents and
visitors to its premises and comply with the relevant health and safety legislation
Continued investment 15 planned in the coming financial year to enhance the working
environmgnts of employees in all of pur offices

By order of the

Rob Cofton
Chief Executive
NCC Group plc
2 July 2007
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Report of the independent auditors to the members of NCC Group plc

We have audited the group and parent company financial statements (the "financial
staiemenis”} of NCC Group plc for the year ended 31 May 2007 which comprnse the
Group Income Statement, the Group and Parent Company Batance Sheets, the Group
and Parent Company Cash Flow Statements, the Group and Parent Company Statements
of Changes In Equity and the related notes These financial statements have been
prepared under the accounting policies set out therein

In addition to our audit of the financial statements, the directors have engaged us to audit
the information in the directors’ remuneratfion report that 15 descnbed as having being
audited, which the directors have decided to prepare to comply with the requirements of
Schedule 7A to the Companies Act 1985

This report 15 made solely to the company's members, as a body, in accordance with
sechon 235 of the Companies Act 1985 and the terms of our engagement Our audit work
has been undertaken so that we might state 1o the company's members those matters we
are required to state to them in an quditor's report and for no other purpose  To the fullest
extent permitted by law, we do not accept or assume responsibility te anyone other than
the company and the company's members as a body, for our audit work, for this report, or
for the opinions we have formed

Respective responsibilities of directors and auditors

The drectors’ responsibiiies for prepanng the Drectors’ Report and the financicl
statements In accordance with applicable low and International Financial Reporting
Standards {IFRS}) as adopted by the EU are set ocut in ihe siatement of drectors'
responsibilities on page 32

Our responsibiily 15 to audit the inancial statements iIn accordance with relevant legal
and regulatory requrements and International Standards on Auditing {UK and Ireland)
and, under the ferms of our engagement letter, to audit the part of the drectors'
remuneration report that 1s descrined as having been audited

We report to you our opinion as to wheiher the financial statements give a true and far
view and whether the financial statements and the part of the Directors Remuneration
Report to be audited have been properly prepared in accordance with the Companies
Act 1985 We alse report o you whether, in our opinton, ihe information given In the
Directors Report 1s consisient with the financial statements The information given in the
Drrectors' Report includes that specific information presented in the Charman's Report
and the Chief Executive's report that s cross referred from the business review section of
the Directors’ Repori

In additon we report to you if. In our opinion, the company has not kept proper
accountng records, If we have not received all the infermation and explanations we
require for our audit, or If Information specihied by law regarding directors’ remuneration
and other transactions 1s not disclosed

In addition to our audit of the financial statements, the directors have engaged us to
review ther Corporate Governance Statement as if the company were required to
comply with the Listing Rules of the Financial Services Authonty in relation to those matters
We review whether the Corporate Governance Statement reflects the company's
compliance with the nine provisions of the 2006 Combined Code specified for our review
by those rules, and we report (f It does not We are not required by the terms of our
engagement to consider whether the board's statements on internal control cover all nisks
and controls, or to form an opinion on the effectiveness of the group's corporate
governance procedure or (ts nsks and control procedures
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Report of the independent auditors to the members of NCC Group plc
(continued)

We read ihe other information contaned in the Annual Report and consider whether it s
consistent with the audited financial statements We consider the implications for our
report f we become aware of any apparent misstatements or matenal inconsistencies
with the financial statements Qur responsibilities do not extend to any other nformation

Basis of audit opimon

wWe conducted our audit in accordance with Irternatonal Standards on Avdibng (UK and
Ireland) issued by the Audiing Practices Board  An audit includes examination, on a test
basis, of evidence relevant to the amounts and disclosures in the financial statements and
the part of the Directors’ Remuneration Report to be audited It also includes an
assessment of the signiicant estmates and judgments made by the drectors in the
preparation of the financial statements, and of whether the accounting policies are
appropriate to the group’s and company's crcumstances, consistently applied and
adequately disclosed

We pfanned and performed our audit so as to obtain all the information and explanations
which we considered necessary In order to provide us with sufficient evidence to give
reasonable assurance that the financial statements and the part of the Drrectors'
Remuneration Report to be audited, are free from matenal misstatement, whether caused
by fraud or other rregutanty or error  In forming our opmion we also evaluated the overall
adeguacy of the presentation of information in the financial statements and the part of
the Drectors' Remuneratton Report to be audiied

Opinien
In our opInicn
*« The Group financial statements give a frue and farr view, in accordance with IFRS
as adopted by the EU, of the state of the Group's affars as at 31 May 2007 and of
its profit for the year then ended.
* The parent company financial statements give a frue and iar view 1n accordance
with IFRSs. as adopted by the EU and applied in accordance with the provisions of
the Companies Act 1985, of the state of the parent company's affairs as at 31 May

2007,

* The financial statements have been properly prepared in accordance with the
Companies Act 1985,
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Report of the independent auditors to the members of NCC Group pic
(continued)

= Information given in the Birectors’ Report 15 consistent with the financial statements,
and

*  The part of the Drectors’ Remuneration report which we were engaged fo audit
has been properly prepared in accordance with Schedule 7A to the Companies

Act 1985
SN TR T § Q\c. 24 LJQ Qoo
KPMG Audit Plc St James' Square
Chartered Accountants Manchester
Registered Auditor M2 6DS

United Kingdom
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Consolidated income statement
For the year ended 31 May 2007

Notes 2007 2006
£000 £000
Revenue 2 25,400 20,747
Cost of sales (13.365) (10.647)
Gross profit 12,035 10,100
Administrative expenses before amortisation of iIntangible assets (3,853) {3.417)
Earnings before interest, fax and amorisation 8,182 6,683
iAmortisation of ntangble assets {230) {47)
Total administrative expenses (4,083) {3.464)
Operating profit 2 7,952 6,636
Financial ncome 5 109 175
Finance expense excluding unwinding of discount (174) (260}
Net financing costs excluding vnwinding of discount (45) {85}
Unwinding of discount effect relating to deferred consideration (102) )
on businegss combinations
Financial expenses 5 (278) (260}
Net financing costs (167) {85}
Profit before taxation 3 7,785 6,551
Taxation ) {2,411) {1,993}
Profit for the year 5374 4,558
Atinbutable to equity holders of the parent company 5,374 4,558
Profit for the year 5,374 4,558
Earnings per share 8
Basic earnings per share 16 5p 14 0Op
Diluted earnings per share 15 9p 13 6p
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Group balance sheet
at 31 May 2007

Notes 2007 2006

£000 £000 £000 £000
Non current assets
Intangible assefts 10 39,302 30,420
Plant and equipment 11 1,482 1,257
Deferred tax assets 14 2,005 423
Total non-current assets 42,789 32,100
Current assets
Trade and other receivabies 12 7,757 4,840
Cash and cash equivalents 4,377 5,139
Total current assets 12,134 9,979
Total assets 54,923 42,079
Equity
Issued capital 20 326 326
Share premium 19,929 19,913
Retained earnings 13,144 7,964
Currency translahon reserve 39 15
Total equity dttributable to equity
holders of the parent 33,438 28,218
Non current liabilihes
Interest beanng loans 17 3,500 2,689
Other financial labilities 17 3,782 123
Deferred tax hability 14 473 -
Total non current liabilhes 7,755 2812
Current liabilities
Interest beanng loans 18 - 1,200
Trade and other payables 15 3,931 2,750
Deferred revenue 16 8,620 6,037
Current tax pavyable 1,179 1,062
Total current liabilities 13,730 11,049
Total liabilities 21,485 13,861
Total liabilities and equity 54,923 42,079

TheseApiancial
sig on its bghalf by,

proved by the Board of Directors on 2 July 2007 and were

Rob Cotton
Chief Executive
NCC Group plc
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Company balance sheet
at 31 May 2007

Notes 2007 2006

£000 £000 £000 £000
Non current assets
Investments 26 29,145 29,145
Total non-current assets 29,145 29,145
Current assets
Trade and other receivables 12 235 165
Cash and cash eqgquivalents 12 5
Total current assets 247 170
Total assets 29,392 29,315
Equity
Issued capital 20 326 326
Share premium 19,929 19,913
Retained earnings 3,281 4,493
Total equity 23,536 24,732
Non current liabilities
Interest beanng loans 17 - 2,689
Total non current liabilities - 2,689
Current liabilihies
Interest bearing loans 18 - 1,200
Trade and other payables 15 5,856 694
Total current liabilities 5,856 1,894
Total liabilihes 5,855 4,583
Total liabilities and equity 29,392 29.315
Thesg/tinanci ere approved by the Board of Direclors on 2 July 2007 and were

St d onits

Rob Cotton
Chief Executive
NCC Group plc
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Group cash flow statement
for the year ended 31 May 2007

Notes 2007 2006
£000 £000

Cash inflow from operating activities
Profit for the year 5,374 4,558
Adjustments for
Depreciation charge 688 550
Share based charges 575 468
Amortisation of Intangible assets 230 47
Net financing costs 167 85
Profit on sale of plant and equipment - (?)
Income tax expense 2,411 1,993
Profit for the year before changes in working capital 9,445 7.692
Increase inrecevables (1,976) {1,045)
Increase in payables 314 636
Cash generated from operating activities before interest and tax 7,783 7.283
Interest pad {166) {272)
Income taxes paid (2,447) {1.808)
Net cash generated from operating activities 5,168 5,203
Cash flows from investing activities
Interest received 109 175
Proceeds from the sale of plant and equipment 1 34
Acguisition of plant and equipment (734) (824)
Acquisition of business 13 (3,641) (2,.546)
Net cash used in investing activities (4.265) (3.161)
Cash flows from financing activities
Proceeds from the 1ssue of ordinary share capital 14 -
VAT recovered on fees relating to the 1ssue of capital - 94
Proceeds from borrowings 3,500 -
Payment of bank loans (3.900) (1.200)
Payment for shares in minonty interest - {18}
Equity dividends paid (1,304} (897)
Net cash from financing activities (1,688) (2.021)
Net (decrease) / increase in cash and cash equivalents 22 (785} 2]
Cash and cash equivalents at beginning of year 5,13¢% 5,103
Effect of exchange rate fluctuahons on cash held 23 15
Cash and cash equivalents at end of year 4,377 5,139
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Company cash flow statement
for the year ended 31 May 2007

2007 2006

£000 £000
Cash inflow from operating activities
(Loss) for the year {77) {249)
Adjustments for
Share based charges 169 146
Net financing costs 57 256
Profit for the year before changes in working capital 149 153
(Increase) / decrease in recewvables (70) 40
Increase In payables 5195 S72
Profit for the year betfore interest and tax 5,274 765
Interest paid (80) {270)
Net cash generated from operating activities 5194 495
Cash flows from investing activilies
Interest received 1 1
Net cash inflow in investing activities 1 ]
Cash flows from financing activities
Proceeds from the issue of ordinary share capital 16 -
VAT recovered on fees relating to the issue of capital - 94
Payment of bank loans {3,900} (1,200}
Equity dividends recewved - 1,000
Equity dividends paid (1,304) (897)
Net cash from financing octivities (5.188) {1,003)
Net increase / (decrease) in cash and cash equivalents 7 (507)
Cash and cash equivalents at beginning of yeor 5 512
Cash and cash equivalents at end of year 12 5
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Statement of changes of equity
for the year ended 31 May 2007

Group

Balance at 1 June 2005
Share based charges
Deferred tax on share
based payments

Profit for the year
Currency translation
reserve

Recovery of VAT on share
Issue

Purchase of mincnty
interest

Dividends to shareholders
Balance at 31 May 2006

Balance at 1 June 2006
Share based charges
Deferred tax on share
based payments

Profit for the year

Shares issued

Currency fransiahion
reserve

Dividends to shareholders
Balance ot 31 May 2007

Company

Balance at 1 June 2005
Share based charges
Profit for the year
Recovery of VAT on share
1ssue

Dividends to shareholders
Balance at 31 May 2004

Balance at 1 June 2006
Share based charges
Loss for the year

Shares issved

Dividends to shareholders
Balance at 31 May 2007

Share Share Retaned Currency Minonty Total
captal premum  earnings  translahon interest Equity
£000 £000 £000 £000 £000 £000
326 19.819 3,755 - {23) 23,877
- - 4468 - - 448
- - 103 - - 103
- - 4,558 - - 4,558
- - - 15 - 15
- 94 - - - 94
- - {23) - 23 -
- - (897) - - {897)
326 19,913 7.9464 15 - 28,218
326 19913 7.964 15 - 28,218
- - 575 - - 575
- - 535 - - 535
- - 5.374 - - 5374
- ié - - - 16
- - - 24 - 24
- - {1.304) - - (1,304
326 19,929 13,144 39 - 33,438
Share Share Retaine Total
capital premium d Equity
earning
5
£000 £000 £000 £000
326 19.819 4,493 24,638
- - 146 146
- - 751 751
- 24 - 94
- - (8%97) (897)
326 19,913 4,493 24,732
326 19913 4,493 24,732
- - 169 169
- - (77) (77}
- 16 - 16
- - (1,304  (1.304)
326 19,929 3,281 23,5346
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Notes
(forming part of the financial statements)

1 Accounhng policies
Basis of preparation
NCC Group plc ("the Company”) 158 a company incorporated in the UK

The Group financial statements consolidate theose of the company and its subsidianes (fogether
referred to as the “Group") The parent company financial statements present information
about the Company as a separate enhty and not about its Group

Both the parent and the Group financial statements have been prepared and approved by the
directors in accordance with International Financial Reporting Standards as adepted by the EU
{“Adopfed IFRS"} On publishing the parent company financial statements here together with
the Group financial statements, the company 15 taking advantage of the exemption in s230 of
the Companies Act 1985 not to present its individual income statement and related notes thai
form a part of these approved financial statements

The accounting policies set out below have, unless otherwise stated, been apphed consistently
to all penods presented in these Group financial statements

Basis of consolidation

Subsidianes are entities controlled by the Group Control exists when the Group has the power,
drectly or indirectly, to govern the iinancial and operating policies of an enfity so as to obtain
benehts from its activites In assessing control, potential voting nghts that are currently
exercisable or convertible are taken into account The financial statements of subsidianes are
included In the consolidated financial statements from the date that conirol commences until
the date that control ceases

Intangible assets and goodwill

All business combinations are gccounted for by applying the purchase method Goodwill
represents amounts ansing on acguisition of subsidicnes In respect of business acquisthons that
have occurred since 1 June 2004, goodwill represents the difference between the cost of the
acquisition and the fair value of the net identifiable assets acquired  Identifiable intangibles are
those which can be sold separately or which anse from legal nghts regardless of whether those
nghts are separable

Goodwilll 15 stated at cost less any accumulated imparrment losses Goodwill s allocated to
cash-generating units based on the dllocation of the business acqured and 15 not amortised but
Is tested annually for impairment

In respect of acquisihons pnor to 1 June 2004, goodwill 1s Included at 1 June 2004 on the basis of
its deemed cost, which represenis the amount recorded under UK GAAP at 31 May 2004 which
was broadly comparable save that only separable intangibles were not recognised and
goodwill was amortised

Other intangible assets that are acquired by the Group are stated at cost less accumulated
amortisation  Amortisation s charged to the iIncome statement on a straight ine bass over the
estimated useful lives of intangible assets unless such lives are indefinte Goodwill 15
systematically tested for imparment at each balance sheet date or whenever there 15 an
indication of imparment  Other intangibles are amortised from the date they are avallable for
use Acquired customer contracts and relationships are amortised over therr estmated useful
economic hfe of between 5 and 20 yvears
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Notes (continued)

1 Accounting policies (continued}
Related party transactions
Details of related party transactions are set out in note 25 to these financial statements

Plant and equipment

Plant ond equipment is stated at cost less accumulated depreciation Depreciation is charged
to the income statement on a straight ine basis over the estimated useful ives of each part of
an item of plant and equipment The estimated useful ives are as follows

Computer equipment - 20% to 33%
Plant and equipment - 20%
Fixtures and fittngs - 20%
Motor vehicles -25%

Plant and equipment 15 also tested for imparrment whenever there 15 an indication of potential
imparment

Investments in subsidiaries
Investments in subsidianes are cammed at cost less imparment and pre acquisthion dividends

Revenue recognition
Revenue represents the value of services provided dunng the penod, excluding VAT

Testing and consultancy

The results of partally completed contracts whether fixed price or on a hme and matenals basis
are dealt with on a percentage complefion basis according to the number of days worked by
including the profit or loss earned on work completed fo the balance sheet date  Provisions are
made for any losses on uncompleted contracts expected to be incurred after the balance
sheet date

Escrow and website monitonng

Other than fees atinbutable to mhal setup on the signing of a new contract, which s recognised
when the contract 15 signed, maintenance and escrow solutions agreement revenue 1s deferred
and released to the income statement on a straight-ine basis over the life of the related
agreement, on the basis that the performance 15 deemed to fall evenly over the contract
penod

Forelgn currencies

Transacthions in foreign currencies are recorded using the rate of exchange ruling at the date of
the transaction Monetary assets and habilhies denominated in foreign currencies are franslated
using the rate of exchange ruling at the balance sheet date and the gains or losses on
translation are included in the iIncome statement

The assets and labilities of overseas subsidianes denominated n foreign currencies are
translated at the closing rate and income staiements of overseas subsidiary undertakings are
translated at the average exchange rates Gains and losses ansing on these transactions are
taken to the translation reserve They are released to the income statement upon disposal

Operating leases payments

Operating lease rentals are charged to the income statement on a straight-ine basis over the
perod of the lease Lease incentives received are recognised In the ncome statement as an
integral part of the total lease expense
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Notes (continved)

1 Accounting policies (continued)

Employee benefits — defined contribution plans

The Group operates a defined contribution pensiocn scheme The assets of the scheme are kept
separately from those of the Group in an independently administered fund The amount
charged as expense In the income statement represents the contnbutions payable to the
scheme in respect of the accounting penod

Share-based payment fransactions

The share option programme allows Group employees to acqurre shares of the parent
company, these awards are granted by the parent The far value of options granted s
recognised as an employee expense with a corresponding Increase in equily The fair value 1s
measured at grant date and spread over the penod dunng which the employees become
uncondifionally enhtled to the options The far value of the ophtions granted 18 measured using
an ophon valuahon model, taking Into account the terms and conditions upon which the
options were granted The amount recognised as an expense 15 adjusted to reflect the actual
number of share options that vest except where forfeiture 15 due only to share pnces not
achieving the threshold for vesting

Interest beanng borrowings

Interest bearnng borrowings are recognised inthatty at farr value less attnbutable transaction
costs Subsequent to inthial recognition interest beanng borrowings are stated at amorhsed cost
with any difference between cost and redemption value being recognised in the income
statement over the period of the borrowings on an effective interest basis

Net financing costs
Net financing costs compnse interest payable, interest receivable on funds invested and
dvidend ncome

Interest iIncome and interest payable 15 recognised n the income statement as 1t accrues
Dividend income 1s recognised in the iIncome statement on the date the entity’s nght to receive
the payments 1s establshed and pre acquisihon dividends are deducted from the cost of
investment

Contingent deferred consideration under business combinations
Contingent consideration on business combinations 15 recogrised only to the extent that it is
probable that the consideration will be paid

Taxahon

Tax on the profit or loss for the year compnses current and deferred tax Tax 1s recogrised In the
income statement except to the extent that it relates to ifems recognised drrectly in equity, In
which case it 1s recognised in equity

Current tax 15 the expected tax payable on the taxable ncome for the year, using tax rates
enacted or substantively enacted at the balance sheet date, and any adusiment to tax
payable in respect of previous years

Deferred tax 1s provided on temporary differences between the carrying amounts of assets and
habilihes for financial reporting purposes and the amounts used for taxahon purposes  The
following temporary differences are not provided for the inial recognition of goodwill and the
inhal recogrition of assets or obilities that affect neither accounting nor taxable profit other
than in a business combination The amount of deferred tax provided s based on the expected
manner of reaiisation or settlement of the carrying amount of assets and habihties, using tax rates
enacted or substantively enacted at the balance sheet date
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Notes (continued)

1 Accounting policies (continued)
A deferred tax asset 1s recognised only to the extent that it s probable that future taxable profits
will be avallable against which the asset can be utilised

Intra-group financial instruments

Where the Company enters into financial guarantee contracts to guarantee the indebiedness
of other companies within the Group, the Company considers these to be insurance
arrangements and acccunts for them as such In this respect the Company freats the
guarantee contract as a conhngent Lability untl such time as it becomes probable that the
Company will be required to make a payment under the guarantee

IFRS adopted for the first time
In these financial statements the following new statements have been adopted for the first hme,

[FRIC 4 Determining whether an arangement contains a lease

IFRIC & Liabilties ansing from parhcipating in a specific market — waste electncal and
electronic equipment

IFRIC 10 Interm financial reporiing and imparment

Amendment to The eifects of changes in foreign exchange rates - Net investment in a foreign
IAS 21 operation

Amendments to  Financial instruments - Recognition and measurement - Hedging of future
IAS 39 cash flows and the fair value option

The adoption of these statements has had an immatenal impact upon these accounts
Adopted IFRS nct yet applied
The following adopted IFRS were avalable for early adophon but have not been appled by the

Group In these financial statements,

International accounting standards (IFRS)

IFRS 7 Financial instruments Disciosures

IFRS 1 Amendment to IAS 1 - Capital disclosures
IFRS 8 Operating segmenis {not yet endorsed)
IFRIC 7 Hypennflation

IFRIC 8 Scope of IFRS 2 - Share based payments

The directors do not anticipate that the adoption of these standards and interpretatons will
have a matenal mpact on the Group's inancial statements Certain of these standards and
interpretations will require addihonal disclosures over and above those currently included in
these financial statements in the penod of Imhal application

Trade and other receivables
Trade and other receivables are stated at therr nominal amount less impairment losses

Cash and cash equivalents

Cash and cash equivalents compnse of cash in hand and deposits repayable on demand
Bank overdrafts that are repayable on demand form part of the Group's cash management
and are included as a component of cash and cosh equivalents for the purpose only of the
statement of cash flows

Basis of measurement
The financial statements are prepared on the histornical cost basis
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Notes (continved)

1 Accounting policies (continuved)
Use of estimales and judgements

Information about the most significant areas of estmation and judgements 1s described in the

following notes,
10 Goodwill
13 Acquisitions

192 Measurement of share based payments

2 Segmental information

The Group I1s organised into three pnmary business segments, Escrow Solutions, Assurance Testing
and Consultancy These three segments are the Group's primary reporting format for segment

information All segments are located in the UK unless indicated otherwise

2007 2006

£000 £0C0
Revenue by business segment
Escrow Solutions 11,400 9.832
Escrow Soluhons {Germany) 203 183
Escrow Solutions {US) 1,028 371
Escrow Venficahon 2,390 1,907
Total Escrow Solutions 15,021 12,293
Assurance Testing 5795 3,797
Consultancy 4,584 4,657
Jotal revenue 25,400 20,747
Operating profit by business segment
Escrow Solutions 7,357 6.065
Escrow Solutions {Germany) (478) (384)
Escrow Solutions {US} 248 178
Escrow Venfication 825 710
Total Escrow Solutions 7,954 6,569
Assurance Testing 740 590
Consultancy 717 616
Segment operating profit 2,411 7,775
Head office costs {1.22%) {1,092)
Earnings before interest, tax and ameorlisation 8,182 6.683
Amortisahon of intangible assets Escrow [US) (118) (47)
Amortsation of iIntangible assets Assurance Testing (112) -
Operating profit 7,952 6,636

Interest and tax are not allocated to business segments and there are no Inter segment sales
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Notes (continued)

2 Segmental information {conhnued)

Assets Liabilities Assets Liabilities
2007 2007 2006 2006
£000 £00C £000 £000

Assets / (liabilities) by business segment
Escrow Solutions 2,795 (6,890) 2,014 (6,224])
Escrow Solutions {Germany) 175 (126) 272 (171)
Escrow Soluhons {US) 4,341 (664) 3,723 (787)
Escrow Venficahon 624 (173) 355 {149)
Total Escrow Soluhons 7,935 (7.853) 6,364 {7,331}
Consultancy 2,108 (666) 1,369 [646)
Assurance Testing 7.199 (7.794) 813 {550)
Unallocated net assets 37,681 (5.172) 33,533 (5,334)
Total assets / (habilities) 54,923 (21,485) 42,079 {13,861)
Total costs
incurred to
acquire
Copital segmental
2006 Depreciation  expenditure assets
£000 £000 £000
Escrow Solutions 250 347 -
Escrow Solutions (Germany) 22 114 -
Escrow Solutions (US) 7 93 2,546
Escrow Venfication 2] 19 -
Total Escrow Solutions 300 573 2,546
Consuliancy 110 87 -
Assurance Testing 130 154 -
Head office 10 10 -
Total 550 824 2,546
Total costs
incurred to
acguire
Capital segmenial
2007 Depreciahon expendifure assets
£000 £000 £000
Escrow Solutions 298 317 -
Escrow Solutions [Germany) 32 12 -
Escrow Solutions [US) 52 89 1,124
Escrow Venfication 20 14 -
Total Escrow Solutions 402 432 1,124
Consuitancy 85 60 -
Assurance Testing 195 242 4,766
Head office 6 5 -
Total 488 739 5.890

Unallocated net assets consist of goodwill ansing on consehdaton, cash, tax payable and other

centrally held assets and habilities
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Notes (continued)

2 Segmental information {continued)

The table below provides addtional disclosure on revenue by geographical market where the

customer 1s based

2007 2006
£000 £000
Revenue by geographical segment
UK 20,620 17,699
Rest of Europe 1,756 1,275
Rest of the World 3,024 1.773
Total revenve 25,400 20,747

The table below provides additional disclosure on assets / (liabilittes) by geographical market

where the assets / (labilities) are based

Assets Liabilihes Assets Liabilties
2007 2007 2006 2006
£000 £000 £000 £000
Assets / (liablilities) by geographical
segment
UK 50,407 (20,695) 38,084 {12,903)
Rest of Europe 175 (126) 272 (171}
Rest of the World 4,341 (644) 3.723 (787)
Total assets / (liabilities) 54,923 (21,485) 42,079 {13,861)
3 Expenses and auditors’' remuneration
2007 2006
£000 £000
Profit before taxation is stated after charging/{crediting)
Amounts receivable by audhfors and therr assocrates in respect of
Audit of these financial statements 5 5
Audit of financial statements of subsidianes pursuant to legisiation 29 24
Other services pursuant to legislation 5 ]
Services relating to corporafe finance transactions entered into or
proposed to be entered into by or on behalf of the Company or
Group - 9
Depreciation and other amounts wntten off tangible and intangble
fixed assefts
Owned 4688 550
Amortisation of iIntangible assets 230 47
Exchange losses 11 10
Operating lease rentals charged
Hire of property, plant and egquipment 305 270
Cther operating leases 445 385
Profit on disposal of fixed assets - (9]
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Notes (continved)

4 Staff numbers and costs

Directors' emoluments are disclosed in the directors’ remuneration report on pages 26 to 31

Group

The average number of persons employed by the Group dunng the year, including directors s

analysed by category as follows

Number of employees

2007 2006
Operational 59 66
Administration, sales and marketing 179 142
238 208

The aggregate payroll costs of these persons were as follows
2007 2006
£000 £000
wWages and salanes 9.829 7.853
Share based payments (note 19) 575 448
Social secunty costs 1,120 212
Other pension costs (note 24) 257 231
11,781 9.464

Company

The average number of persons employed by the company dunng the year, including directors

15 analysed by category as follows

Number of employees

2007 2006
Administration, sales and markehng 2 2
2 2

The aggregate payroll costs of these persons were as follows
2007 2006
£000 £000
Wages and salanes 435 386
Share based payments [note 19) 16% 146
Social secunty costs 62 51
Other pension costs (note 24) 26 23
692 606




Notes (continued)

5 Net financing costs

2007 2006
£000 £000
Financial income
Interest on short term deposits 109 175
109 175
Financial expenses
Interest payable on bank loans and overdrafts {153) (253}
Amortisation of deal fees on term loans (11} {7}
Deferred consideration finance expense (see below) {102) -
{278) (260)

The deferred consideration finance expense of £102,000 (2006 nil} relates to the acgusition of
Site Confidence Limited The maximum considerahion 1o be paid excluding professional fees is
£9.100,000 based on performance conditions specified in the purchase agreement of which
£4,300,000 was paid in January 2007, £891,000 was paid in June 2007 with the remaining balance
of up to £3,209,000 due to be pad In June 2008 The deferred consideration has been
discounted to present values and the unwinding of the discount has been treated as a finance
expense The discount rate used 15 6 5% The total net present value as at 31 May 2007 of the
deferred contingent consideration recognised In trade and other payables {(note 15} 1s £996,000
which includes £105.000 ansing from the acquisitton of Source Harbor Inc Additionally, the net
present value as at 31 May 2007 recognised in non current labilihies [(note 17) 15 £3.675.000

4 Taxation

Recognised in the income statement

2007 2006

£000 £000
Current tax expense
Current year 2,571 21391
Adjustment to tax expense In respect of prior penods (11) (16)
Feoreign tax 12 5
Total current tax 2,572 2,140
Deferred tax (see note 14} {(161) (147)
Tax In iIncome statement 241 1,993
Reconciliation of effective tax rate

2007 2006

£000 £00C0
Profit before taxation 7,785 6.551
Current tax using the UK corporation tax rate of 30% {2006 30%) 2,336 1,965
Effects of
Expenses not deducthble for tax purposes 74 39
Foreign tax 12 5
Adjustment to tax charge in respeci of pricr penods (11) {16)
Total current tax 2,411 1,993

Deferred tax recognised directly in equity was £535,000 {2006 £103,000)
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Notes (continuved)

7 Dividends
2007 2006
£000 £000
Dividends paid and recognised in the vear 1,304 897
Dividends proposed but not recognised in the year 1,060 734
Dividends per share paid and recognised in the year 4.00p 2750
Dividends per share proposed but not recognised 1n the year 3.25p 2 50p
8 Earnings per share
The calculahon of earnings per share 1s based on the following
2007 2006
£000 £000
Profit for the year 5,374 4,558
Number of Number of
Shares Shares
000's 000's
Basic weighted average number of shares in issue 32,611 32,604
Dilutive eftect of share ophons 1,256 800
Diluted weighted average shares in issue 33,867 33,404

9 Profit atinbutable to members of the parent company

The loss for the year dealt with in the accounts of the parert company was £77,000 {2006
£751,000 profit)

10 Intangible assets - Group

Customer
contracts and
Note relationships Goodwill Total
£000 £000 £000
Cost
At 1 June 2005 - 27.401 27.401
Additions 2,250 816 3,066
At 31 May 2006 2,250 28,217 30,467
Additions 13 1,964 7,148 9112
At 31 May 2007 4,214 35,365 39,579
Amortisation
At 31 May 2006 47 - 47
Charge for year 230 - 230
At 31 May 2007 277 - 277
Net book value
At 31 May 2007 3,937 35,3465 39,302
Net book value
At 31 May 2006 2,203 28,217 30,420

The Company has no intangible assets
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Notes (continued)

10 Intangible assets ~ Group (continued)

Goodwill considered significant in comparison to the Group's total camying amount of such
assets have been allocated to cash generating units or groups of cash generating units as

follows
Goodwill

2007 2006

Cash generating units £000 £000
Escrow 22,87 22,871
Assurance Testing 2,301 2,301
Consultancy 2,229 2,229
NCC Group plc 27,40 27.401
NCC Group Inc 1,354 814
Site Confidence Limited 4,610 -
35,365 28,217

NCC Group Inc includes goodwill cn the acquisition of the escrow division of Recall Information
Management Inc and Scurce Harbor Inc The recoverable amount of the cash generating units
has been calculated with reference to its far value in use In calculating this value,
management have used the following assumptions Management have used expenence In
determining the values assigned to each key assumption, sales levels are based on histeoncal
trends and a prudent estimate of market growth The penod over which management
approved forecasts are based 15 three years using a discount rate of 11 5%, the growth rate

beyond 3 yvears 1s assumed to be zero There 15 significant headroom on this basis

54




Notes (continved)

11 Plant and equipment - Group

Computer Plant and Fixtures and Motor
equipment equipment fitings vehicles Total
£000 £000 £000 £000 £000
Cost
At 1 June 2005 1,487 344 454 103 2,388
Additions 609 14 46 i8] 830
Disposals - - - (67) (67}
At 31 May 2006 2,096 358 500 197 3,151
Additions 627 14 56 42 739
Acquisition of Site
Confidence Limited 381 33 3 i 452
Disposals {1} - - - {1
At 31 May 2007 3,103 405 594 239 4,341
Depreciation
At 1 June 2005 1,099 130 122 35 1,386
Charge for year 343 63 1 33 550
On disposals - - - {42) (42)
At 31 May 2006 1,442 193 233 26 1.8%94
Charge for year 458 b4 109 57 688
Acquisihon  of Site
Confidence Limited 244 10 23 ) 277
At 31 May 2007 2,144 247 3465 83 2,859
Net book value
At 31 May 2007 959 138 229 156 1,482
Net book value
At 31 May 2006 654 165 267 171 1,257
The company has no plant and equipment
12 Trade and other receivables
Group Group Company Company
2007 2006 2007 2006
£000 £000 £000 £000
Trade receivables 57%2 3,464 - -
Amounts owed by group undertakings - - 235 165
Prepayments and accrued income 1,945 1,376 - -
7,757 4,840 235 165

All receivables fall due within one year and impairment on trade receivables in the year was

immatenal
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Notes (continved)

13 Acquisitions

A On 7 July 2006, the Group acquired the trade and net assets of Scurce Harbour Inc for a
maximum consideration of £897,000 of which £111,000 has been withheld subject to the
achievement of performance cntena specified In the purchase agreement The performance
conditions are required to be satished by September 2007

The acquisition had the following effect on the Group's assets and habilihes
Acquiree's Fair value  Acquisition

book values Adjustments amounts
£000 £000 £000
Acquiree's net assets at the acquisition date
Plant and equipment é - b
Trade and other recervables 24 - 24
Deferred revenue (74) - {74)
Accruals (16} - {16)
Customer contracts and relationships - 389 389
Net identfiable {habilities) / assets (60) 389 329
Goodwilll on acqguisihon 568
Maximum consideration to be pad including 897
expenses
Less purchase consideration withheld {111)
Net cash outflow 786

Goodwill has ansen on the acquisttion because the purchase price exceeds the fair value of the
separately identifiable net assets acquired Goodwil represents the value of a second US
business as the group develops Its presence in this iImportant market

From the date of acquisition Source Harbor Inc contributed to the operating profit of the US
Escrow Soluhions business of £130,000 and revenue of £1,028,000 to the Group conschdated
income statement for the year ended 3t May 2007

B On 23 Jonuary 2007 the Group aocquired 97% of the share capital of Site Confidence Limited
for a maximum consideration of £2,100,000 of which £4,800,000 has been withheld subject to the
achievement of performance critena specified in the purchase agreement The present value of
the deferred consideration on 23 January 2007 was £4,464,000 Following the completion of a
drag along exercise, 100% of the share copital had been acquired by 8 March 2007 The
performance conditions are required to be satished by June 2008
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Notes (continved)

13 Acquisihions {continued)
The acquisition had the following effect on the Group's assets and abihties

Acquiree’s Fair vaiue  Acquisition
book values Adjustments amounts
£000 £000 £000

Acquiree’'s net assets at the acquisition date
Plant and equipment 175 - 175
Trade and other recervables 97 - 917
Deferred tax asset - 893 893
Deferred tax lability - {473) (473)
Cash 2,249 - 2,249
Deferred revenue {1,680} - (1.680)
Accruals (1,036) - (1.034)
Intangible assets purchased - 1.575 1,575
Net identifiable assets 625 1.995 2,620
Goodwlll on acquisthon 6.610
Maximum considerghon to be pad includng 2,230

expenses

Less purchase consideration withheld (4,464)
Net cash cutflow 4,766
Cash acqurred {2,249)
Net cash outflow excluding cash acquired 2,517

Goodwill has ansen on the acquisthon because the purchase price exceeds the far value of the
separately identifiable net assets acqurred including £1,575,000 assigned to customer
relationships and  contracts Goodwill represents synergies, business processes and the
assembled value of the work force including industry specific knowledge and technical skills

From the date of acquisiton Site Confidence Limited contnbuted an operating profit before
amortisation of Intangible assets of £149,000 and revenue of £1,574,000 to the Group
consoldated income statement for the year ended 31 May 2007 After amortisation of
intangible assets, operating profits were £37,000

C On 30 December 2005, the Group acqurred the trade and net assets of the escrow division of
Recall Total Information Management Inc for a maximum consideration of £2,946,000 of which
£400,000 was withheld subject to the achievement of performance cntena specified in the
purchase agreement

The performance conditions were required to be satisfied by 31 December 2006 and in May
2007 a final payment of £338,000 was made to complete the fransachon £30,000 of the
difference between the accrual for withheld consideration and the final payment arose from an
exchange rate gain This has been accounted for by reducing the carrying value of goodwill

D If all of the acqusitions had occurred at the beginning of the financial year the actual

consolidated revenuve and operating profit for the year ended 31 May 2007 would have been
approximately £28 5m and £8 Tm respechvely
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Notes (continued)
14 Deferred tax assets and liabilities

Recognised deferred tax assets and habilities

Deferred tax assets and labilifies are atinbutable to the following

Assets Liabilities Net
2007 2004 2007 2006 2007 2006
£000 £000 £000 £000 £000 £000
Plant and equipment 137 81 - {7) 137 74
Short term temporary differences 13 9 - - 13 9
Trade losses 815 - - - 815 -
Intangible assets - - (473) - (473) -
Share based payments 1,040 333 - - 1,040 333
Deferred tax assets / (iakilities) 2,005 423 (473) {7) 1,532 414
Movement in deferred tax dunng the year
1 June Recognised Recognised  Ansing on 31 May
2006 inincome In equity acquisthon 2007
£000 £000 £000 £000 £000
Plant and equipment 74 63 - - 137
Short term temporary differences 9 4 - - 13
Trade losses - {78) - 893 815
Intangible assets - - - {473) (473)
Share based payments 333 172 535 - 1,040
416 161 535 420 1,532
Movement in deferred tax dunng the pror year
Recognised Recognised
1 June 2005 In INncome nequity 31 May 2006
£000 £000 £000 £000
Plant and equipment 68 7 - 75
Shert term temporary differences g - - ?
Share based payments a9 140 103 332
164 147 103 414
The Company has no deferred tax assets or iabilihies
15 Trade and other payables
Group Group Company Company
2007 2006 2007 2006
£000 £000 £000 £000
Trade payables 431 448 - -
Amounis owed to Group undertakings - - 5,807 646
Interest payable 29 33 - 33
Non frade payables 263 804 - -
Deferred consideration on acquisihion
of subsichary (note 5) 996 - - -
Accruals 1,512 1,465 49 15
3,931 2,750 5,856 694
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Notes (continued)

16 Deferred revenue

Group Group Company Company

2007 2006 2007 2006

£000 £000 £000 £000

Deferred revenue 8,620 6,037 - -
8,620 6,037 - -

Deferred revenue of £6,856,000 (2006 £4,037,000) consists of Escrow Solutions agreement
revenue and maintenance revenue that has been deferred to be released to the income
statement over the contract term on a pro-rata basis

Deferred revenue of £1,764,000 (2006 nil) consists of internet monitonng and load testing
agreement revenue that has been deferred o be released o the iIncome statement over the
coniract term on a pro-rata basis

17 Non-current liabilities

Group Group Company Company

2007 2006 2007 2006

£000 £000 £000 £000

Revolving creadit facility (see note 18) 3,500 2,700 - 2,700
Total 3,500 2,700 - 2,700
tssue costs {26) (26) {26) [26)
Amorhsation of Issue costs 25 15 26 15
Net book value 3,500 2,689 - 2,689

The I1ssue costs have been amortised to zerc since the term loan to which 1t relates has been
repaid

This note provides information about the confractual terms of the Group and Company's interest
beanng loans and borrowings for more information about the Group and Company's exposure
to interest rate and foreign currency nisk see note 18

Other non-current labiihes of £3,782,000 consist of £3,675.000 deferred consideration (note 5)
ansing on the acguision of Site Confidence Limited Payment was withheld from the inihial
consideration subject to the performance of conditions specihed in the purchase agreement

Payment 1s due to be made in June 2008 The remaining £107,000 relates to the balance of a

rent free penod (2006 £123,000) which s released to the income statement over the term of the
lease
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Notes (continved)

18 Financiai instruments

Financial instruments policy

All instruments utiised by the Company and Group are for financing purposes  The day-fo-day
financial management and treasury are controlled centrally for all operations

Interest rate risk
The Group and Company finances its operations through a mixture of retained profits and bank
borrowings The Group borrows and invests surplus cash at floafing rates of interest based upon
bank base rate

The financial assets of the Group at the end of the financial year were as follows

2007 2006

£000 £000

Stering denominated financial assets 4,253 4,723
Euro denominated financial assets 32 58
US dollar denominated financial assets 92 358
Current frade and other receivables 7,757 4,840
12,134 9979

The financial assets of the Company at the end of the financial year were as follows

2007 2006
£000 £000
Sterhing denominated financial assets 12 5
12 S
The inancial habilihes of the Group and therr matunty profile s as follows
2007 2006
Matunty £000 £000
Less than 1 year - 1,200
1to 2 years - 1,200
2 to 3 years 3,500 1,200
3to 4 years - 289
Current trade and other payables 3,931 2,750
Sterling denominated financial habihfies 7,431 6,639
The financial labihhies of the Company and ther matunty profile is as follows
2007 2006
Matunty £000 £000
Less than 1 year - 1.200
1 to 2 years - 1,200
2 to 3 years - 1,200
3to 4 years - 289
Current trade and other payables 5,856 694
Stering denominated financial labilities 5,856 4,583
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Notes {continued)

18 Financial instruments (confinued)
As at 31 May 2007 the Group had a committed undrawn and unsecured revolving credit facility
of £6 3 millon (2006 £6 1 milion) The interest payable on drawn down funds 1s 0 5% above Libor

As at 31 May 2007 the Company had a committed undrawn and unsecured revolving credit
faciity of £nil (2006 £6 1 millon term loan) the interest payable on drawn down funds 15 0 95%
above Libor

The revolving credit facility s available until July 2009

Liquidity risk
The Group aond Company's operations are cash generalive The Group and Company
considers that it has sufficient financial resources to meet ifs foreseeable requirements

Credit risk
As at 31 May 2007 the Group and Company had no matenal exposure to credit nisk

Currency exposvre

As at 31 May 2007 the Group and Company had no matenal currency exposures relating to
trading activihes The Group and Company's financial instruments are matenally dencminated
in sterling

Fair value of financial instruments
As at 31 May 2007 the Group and Company had no other financial instruments

There 15 no matenal difference between the tar value and the carrying value of the financial
instruments

19 Share based payments

The company has a number of share option schemes under which ophons to subscribe for the
Company's shares have been granted to drectors and staff, details of which are illustrated in
the tables below Expected term of options represents the penod over which the far value
calculahons are based

Approved EMI scheme

Under the Approved EMI Scheme, cphons granted wil be subject to performance critena
Optons will vest If the average EPS growth for the 3 years following therr grant s greater than 3%
above RPI per annum The options are to be settled in equity

Expected
term of Exercise 2007 Number
Date of grant optlions Exercisable between price Outstanding
July 2004 6 years July 2007 - July 2014 £170 894,141
July 2005 6 years July 2008 - July 2015 £2 565 13,644
July 2006 6 years July 2009 - Juty 2014 £270 9,259

LTiP Schemes

The vesting condition for the award of the July 2004 LTIP 15 average growth of EBITA over the life
of the LTIP If average EBITA growth s above 25% the shares will vest fully If growth is less than
10% no shares will vest and if the average EBITA growth s between 10% aond 25% the shares vest
on a straight Iine basis between the two percentages
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Notes (continued)

19 Share based paymenis {continued)

The vesting condition for the award of the other LTIP schemes 1s split 50 50 between Total
Shareholder Refurn {TSR) & EPS The TSR condition compares the Group's TSR performance over
the 3 year performance penocd with the TSR performance of the conshtuent companies of the
FTSE software and computer services index Where the Group's TSR performance equates to
median level in the comparator group, 30% of the award governed by the TSR condifion will
vest 100% of the award governed by the TSR condition will vest for upper quartile performance
or above Between these two points, vesting will be defermined on a straight line basis

The EPS condition governs the vesting of the remaining 50% of the LTIP award and relates to the
agrowth in the Group's EPS over the performance penod If growth 1s equal to 25% or more per
annum then 100% of the award governed by the EPS condihion will vest If, however, growth is
less than 10% per annum, none of the award governed by the EPS condifion will vest Between
these two points, vesting s determined on a straight ine basis The options are to be settled In
equity

Expected 2007

term of Exercise Number

Date of Grant options Exercisable between price oulstanding
July 2004 3 years June 2007 - July 2008 rif* 169,118
July 2005 3 years June 2008 - Sept 2009 it 261,761
July 2006 3 years June 2009 - June 2010 nil* 280,553
Sept 2006 3 years June 2009 - June 2010 nil* 53.180

*The option exercise price 1s nil however £1 15 payable on each occasion of exercise

Sharesave scheme

The company operates a Sharesave scheme, which 1s avallable to all employees and full tme
Executive Drrectors of the Company and ifs subsidianes who have worked for a qualfying
penod All options are to be settled by equity

Under the scheme the following options have been granted and are outstanding at year end

Expected
term of Exercise 2007 Number
Date of Grant options Exercisable between price Qutstanding
3 25 years September 2007 -
July 2004 February 2008 £1 36 276,477
325 vyears September 2008 -
July 2005 February 2009 £207 36,978
325 years September 2009 -
August 2006 February 2010 £216 24,580
The following tables lllustrate the number of share options for the schemes
Number of Instruments Options Forfeituresin Number of
instruments granted exercised in the year  instruments
as at 1June during the the year as at 31 May
Scheme 2005 yedr 20046
Approved EMI scheme 1,132,080 - - [167,668) 964,412
Approved EMI scheme - 42,882 - - 42,882
Sharesave scheme 343,678 - - (51,875) 291,803
Sharesave scheme - 56,357 - (6.586) 49,771
LTIP 169,118 - - - 169,118
LTIP - 261,781 - - 261,761
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Notes (continued)

1% Share based payments {(conhinued)
The weighted average share price at the time the share ophions were forfeited in the year was

£2 49

Number of Instruments Options  Forfeitures in Number of

instruments granted exercisedin the year  Iinstruments

as at 1June during the the year as at 31 Moy
Scheme 2006 year 2007
Approved EMI scheme 964,412 - {7.572) (62,699) 894,141
Approved EMI| scheme 42,882 - - (29,238) 13,644
Approved EMI| scheme - 9,259 - - ?.259
Sharesave scheme 291,803 - {2,212) (13,114) 276,477
Sharesave scheme 49,771 - - (12,793) 36,978
Sharesave scheme - 28,501 - {4,321) 24,580
LTIP 169,118 - - - 169,118
LTIP 261,761 - - - 261,761
LTIP - 280,553 - - 280,553
LTIP - 53,180 - - 53,180

The welghted average share price at the tme the share options were exercised in the year was

£2 58

The weighted average share price at the tme the share options were forfeited in the yeor was

£2 B}

The far value of services received in return for share ophons s calculated with reference to the
farr value of the award on the date of grant The far value s spread over the period during
which the employee becomes unconditionally entitled to the award, adjusted to reflect actual
and expected levels of vesting Black-Scholes, Binomial and Monte Carlo simulation models
have been used to calculate the far values of options on ther grant date for all ophons issued
after 7 November 2002 which had not vested by 1 January 2005

The assumphions used n the model are illustrated in the table below

Fair value at

Grant measurement

Date date

EMI Jul-04 £0 66
EMI Jul-05 £107
EMI Jul-06 £078
SAYE Jul-04 £0 68
SAYE Jul-05 £100
SAYE Aug-06 £0 81
LTIP Jul-04 £15%9
LTIP Sep-05 £187
LTIP Sep-05 £227
LTIP Jul-06 £2 21
LTIP Sep-06 £1 80

Exercise Expected
price  volatility
£170 44%
£257 40%
£270 25%
£1 36 44%
£207 40%
£216 25%

£rul* 44%
£nil* 40%
£nil* 40%
£nil* 25%
£rul* 25%

Opftion
expected
term

4 Years
6 Years
6 Years
325 Years
325 Years
325 Years
3Years
3Years
3 Years
3 Years
3 Years

Risk-free
interest
rate
509%

509%
475%
506%
506%
476%
501%
501%
501%
479%
497%

* The option exercise pnce s nit however £1 15 payable on each occasion of exercise
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19 Share based payments {continved)

The expected volatility 1s based on the historical volahlity, adjusted for any expected changes o
future volatilty due to publicly avalable information  For the options granted in the year ending
31 May 2007, dividend yield assumed at the tme of ophon grant 1s 1 6% For other option

schemes, dividend yeld assumed at the time of option grant was 2 3%

A charge of £575,000 (2006 £468.000) has been made to cost of sales in the Group income
statement in respect of share based payment transactions A charge of £169.000 (2006
£144,000) has been made to cost of sales iIn the Company income statement in respect of share

based payment transactions

20 Called vp share capital

Number
of shares 2007 2006
£000 £000
Avthonsed
Ordinary shares of 1p eqch 50,000,000 500 S00
500 500
Allotfted, called up and fully paid
Ordinary shares of 1p each at the beginning of the year 32,604,185 326 326
Ordinary shares of 1p each issued in the year 9.784 - -
Ordinary shares of 1p each gt the end of the year 32,613,969 326 326
21 Minority interests
2007 2006
£000 £000
At beginning of year - {23)
Acquired - 23
At end of year - .
Equity - -
Non-equity - -
22 Cash and cash equivalents
Atbegnning Cash flow  Non cash At end of
of year items year
£000 £000 £000 £000
Cash and cash equivalents per balance
sheet 5.139 {783) 23 4,377
Cash and cash equivalents per cash flow 5139 (785 23 4377
statement
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Notes (continved}

23 Other financial commitments and contingent liabilities
a) Capital commitments at the end of the financial year, for which no provision has been made,
are as follows

2007 2006

£000 £000

Contfracted 350 -
b) Non-cancellable operating lease rentals are payable as follows

2007 2006
Land and Land and Other
Buildings Other Bulldings £000
£000 £000 £000

wWithin 1 year 14 b6 - 46

In second 1o fifth year inclusive 499 191 407 225

513 257 407 271

There are no contingent labilifies not provided for at the end of the financial year

24 Pension scheme

The Group operates a defined contrbution pension scheme that s open to dll elgble
employees The pension cost charge for the year represents contnbutions payable by the Group
to the fund and amounted to £257,000 (2006 £231.000) The outstanding contnbutions at the
year end were £42,240 (2006 £32,707)

For the Company, the pension cost charge for the year represents contnbutions payable by the
Company to the fund and amounted to £26,000 (2006 £23,000)

25 Related party transactions

The Group and Company's transactions with drectors are disclosed in the Directors'
Remuneration Report

NCC Group's Non Executive charman Paul Mitchell 1s a director of Rickitt Mitchell and Partners
Lmited and the Group conducted business to the value of £239,000 (2006 £115,000) with Rickitt
Mitchell and Partners Limited included within the charge 1s £194,000 relating to advice received
In conhechon with acquisitions made during the year ended 31 May 2007 The remaining
£45,000 relates to the services of the Non Executive Chairman Rickitt Mitchell and Partners
Lmited also held 7,000 1 Op ordinary shares {2006 7,000)

26 Fixed asset investments in subsidianes
Shares in group
undertakings

Company £000
Cost
At beginning and end of year 29,145

The cost represents the cost of acquinng the whole of the 1ssued share capital of NCC Group
(Soluhons) Limited and its subsidiary undertakings  Fixed asset investments are recognised at
cost
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Notes (continuved)

26 Fixed asset investments in subsidiaries {continued)

The prncipal undertakings In which the Company's interest at the year end 1s 100% are as

follows

Country of
Subsidiary undertakings incorporation
NCC Group (Solutions) bimited England and Wales
NCC Services Limited England and Wales
NCC Escrow Internatonal Limited England and Wales
NCC Group Inc USA
NCC Group Employee's Trustees Limited England and Wales
NCC Group GmbH Germany
Escrow 4 Software Lmited England and Wales
Site Confidence Limited England and Wales

Principal

Activity

Escrow Solutions

& Consultancy services
Escrow Solutions

& Consullancy services
Dormant

Escrow Solutions
Employee Benefit Trust
Escrow Solutions
Dormant

Internet monitonng & load
testing

The Group does not have an interest in any other subsidiary undertakings

27 Post balance sheet events

On 21 March 2007 1t was disclosed that the standard rate of corporation tax s 1o be changed to
28% For the purposes of the Group and Company financial statements to 31 May 2007, the
standard rate of 30% as applicable pricr to 31 March 2008 has been apphed, on the basis that
these were enacted at the balance sheet date of 31 May 2007 This will also effect the time

penod over which deferred tax can be recovered

Cn 12 June 2007 it was announced that the Company expects frading in its ordinary shares to
cease on AlM on Fnday 13 July 2007 1t 1s expected that admission of the Group's shares to the
Official List will be simultaneous with the de-listing from AlM and will become effective at 8 00am

on Fnday 13 July 2007

66




Company information

Directors

Paul Mitchell — Non Execufive Chairman

Rob Cotton — Chief Executive

Paul Edwards - Finance Director

James Wallace - Senior Non Executive Director
Eurfyl ap Gwilym - Non Execuhve Director

Secretary
Felicity Brandwood

Registered office

Manchester Technology Centre
Oxford Road

Manchester M1 7EF

Registered number
4627044

Nominated advisers, brokers and corporate finance advisers

Dresdner Kleinwort Limited
PO Box 52715

30 Gresham Street
London EC2P 2XV

Corporate finance advisers
Rickitt Mitchell & Partners Limited
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Contact Us

Head Office

Manchester Technology Cenire
Oxtord Road

Manchester

M1 7EF

United Kingdom

Phone +44 (0) 161 209 5200
Fax +44 (0} 161 209 5100
e-mail response@nccgroup com

London Office

Floor 4

Tavistock House North
London

WCIH 9HR

Phone +44 (0} 207 383 9170
Fax +44 (0} 207 383 2179

Evropean Cffice
Heimeranstrasse 37
D-80339 Munchen
Germany

Phone +49 (0) 8% 599 7420
Fax +49 (0) 8% 599 762 599
e-mail europe@nccgroup com

USA office

1731 Technology Dnve
Suite 880

San Jose

CA 95110

Phone +1 {408) 441 4640
Fax +1 (408) 441 4658
e-mall ysa@nccgroup com

Site Confidence Limited Office
St Martins House

St Martins walk

Dorking

Surrey

RH4 TUW

Phone +44 (0) 870 850 8520
Fax +44 (0) 870 850 8521
e-mal information@siteconfidence co uk
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