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Business review Governance >

When Tribal was founded just over seven years
ago, our vision was to build a business that
would help transform people’s lives and

life chances.

Today, our professional consultancy, support
and delivery services are helping our clients
improve how essential public services are
planned and delivered.

Tribal people have a range of skills and
experience that spans the public, voluntary
and private sectors. But, most importantly,
they share with our clients a commitment to
making a positive difference to the services
which touch us all.

Whether we are raising standards in schools
and colleges, regenerating communities or
improving hospitals, this vision remains at the
heart of everything we do. Services for life

Key events

Financtal statements >
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Highlights of the year

m Revenue increased by 8 per cent

& Profits and earmings fell due to under-performance in consultancy services

@ Excellent operating cash conversion of 156 per cent, operating cash flow of £18 2m

B Successful sale of Mercury Health in April 2007, realising net cash proceeds of £62m and a profit of £27m
m The sale of Mercury Health reduced pro forma net debt at the year end to £4 3m

m Cost base and under-performing areas addressed, providing a platform for future growth

W Full year dvidend up 5 per cent to 3 47p

B Encouraging start to the new financial penod with several new contract wing

Financial highlights

Year ended 31 March 2007 2006
Turnover £272.3m £259 9m +4 8%
Revenue £231 9m £214 8m +8 0%
Operating profit £0 2m £233m
Adjusted operating profit” £18 3m £241m -24 1%
Operating margin® 7.9% 11 2%
Adjusted profit before tax* £11.7m £190m -38 4%
(Loss)/profit on ordinary actmties before taxation £(6 1)m £17 5m
{(Loss)/profit on ordinary actvities after taxation £(8 6)m £128m
Adjusted diluted earrungs per share” 10.3p 17 2p -40 1%
Basic (loss)/earnings per share (11 5)p 16 2p
Operating cash flow £182m £191m
Operating profit to cash conversion” 156% 123%

Note “The adjusted operating profit, operating margin adjusted profit before tax and adjusted diuted earnings per share are stated before goothwll impaiment of £14 4m (2006 i)
ImMangible asset amortisation of £0 3m {2006 £0 3m) share option costs of Enil (2008 £0 4m) Mercury Health disposal costs of £3 3m (2006 £nd) and In the case of adjusted profit before
tax and adjusted earmings per share financial instrument credit of £0 2m (2006 charge £0 Bm) (see page 40 and page 51}

January 2007 Apnl 2007

Secured largest Sale of Mercury

ever local Health to Care
government UK for E77m

contract for

recruttment

process

outsourcing s
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Chairman’s statement

The year proved challenging for certain parts of the core business, but we are
now in a much better position. In April 2007, we successfully sold Mercury
Health, strengthening the Group’s balance sheet. We have taken action to
reduce the level of operating costs and we have commenced a review of the
Group’s future opportunities. These steps and the encouraging start to the
new financial period give the Board confidence about the future prospects of
the Group.

Overview

The year ended 31 March 2007 was a
challenging trading penod for the Group, dunng
which we saw modest revenue growth and a fall
In operating marging Howevear, we have
continued to strengthen our position as a leading
provider of consuftancy, support and delivery
services, predominantly to the UK public sector
We have a major presence In cur chosen
markets of education, health, central government
and communities

Revenue for the year was up 8 per cent at

£231 9m (2006 £214 8m) Operating profit* was
£18 3m {2006 £24 1m) and the operating
margin® was 7 9 per cent (2006 11 2 per cent}
Profit before tax* was down 38 per cent at

£11 7m (2006 £19 Om) and the loss after tax was
£8 6m (2006 profit of £12 8m} The adjusted
diluted earmings per share® were 10 3p (2006

17 2p), aded by a low tax rate of 21 per cent
following agreement of pnor year tax clams

Dunng the year, the Group generated operating
cash fiow of £18 2m (2006 £18 1m),
representing an operating profit™ to cash
conversion rate of 156 per cent (2006 123 per
cent) Net debt at the year end was £73 8m,
including the non-recourse Mercury Health
project debt of £31 5m The Group’s geanng
was 47 per cent and the interest cover was
2 8 times At 31 March 2007, the Group's
comumitted revenue, excluding Mercury
Health, was £131m (2006 £119m)

The Group's Education services business
delivered growth in profits dunng the year
and s well placed to respond to future
apportunities Howsver, our consultancy
services businesses had a disappointing
year, impacted by under-performance in
specific areas Significant action has
been taken with a reduction in the cost
base and the re-structunng or closing
down of peripheral

Note "The operatng proft operating marpn adiusted proft before tax and adiusiad divted eamings per shane are stated before

bustness units Good progress has been made In
rationalising our support infrastructure and
achieving benefits from our procurement strategy

Following the actions taken dunng the year, a
detaled review of the carrying value of goodwall
was undertaken, resulting in an iImparment
charge of £14 4m

Sale of Mercury Health

On 20 Apnt 2007, we announced the completion
of the sale of Mercury Health to Care UK This
disposal was a successiul cutcome for the
Group, enabling us to crystalise the value we had
created in the business and, as a result,
substantially reduce our borrowings The gross
sale proceeds were £77m which, after deduction
of debt and costs, provided net cash proceeds of
£52m The profit on disposal was £27m

Balance sheet

Follomng the sale of Mercury Health, the Group's
balance sheet has been substantally
strengthened with pro forma net debt at 31 March
2007 reducing to £4 3m On 14 June 2007, the
Group signed a new five year bank facility of
£40m with HBoS and HSBC, together with a
working capital faciity of £3m The reduced net
debt and bank facilties will result n substantial
savings In Interest costs and bank fees

Dividend

The Board s pleased to announce that i is
recommending a final dvidend of 2 42p per
share, making a total of 3 47p per share for the
year (2006 3 3p), an overall ncrease of five per
cent Subject to approval at Tnbal's 2007 annual
general meeting, this dvdend will be paid on 15
Qctober 2007 to Tribal's shareholders on the
register at 21 September 2007

Management changes

As announced on 25 Apnl 2007, Henry Pitman,
Tribaf Group's founder, stood down as Chief
Executive on 4 June 2007 He remiains on the

goocwll imparment of €14 4m (2006 £nill, Intangible esset amortsation of £0.3m (2006 £0.3m) share opton costs of Enll
(2006 £0 4m) Mercury Hestth disposal costs of £3.3m (2006 £l and, m the case of adusted profit befors tax and adiusted

eamings per sham, financial instrument credit of £0 2m (20068 charpe £0 Bm) see page 40 (consolidated ncome staterment) and

page 51 (earrwngs per shame note)
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Board as a non executive director Peter Martin Is
the new Chief Executive Peter was previously an
executive director of the Group, having been
involved with Tnbal since 2000 He intially led the
Group's acquisition strategy until hs appointment,
in early 2004, as Chief Executive of Mercury
Health, a position he retained until the recent sale
of the business

On behalf of the Board and shareholders, | would
ke to thank Henry for his considerable wision and
drive in creating what is today one of the UK's
leading support semices groups working with the
public sector

People

Tnbal's continued success is a result of the broad
base of talented employees across the Group The
Group has a distinctve culture and a strong set of
values which attract high quality people from both
the public and the private sector We would like to
racord our thanks to our 2,000 staff Through thewr
efforts, Tribal s now regarded as one of the most
respected businesses In its marksts

Year end change

Since the Group's formation, trading has become
increasingly wesghted to the sacond half of the
financial year In 2007, over 40 per cent of
operating profit was eamed In the final quarter to
March Thes has made it difficult to predict reliably
the Group's year end outturn and to provide
investors with tmely trading information  The Board
has therefore takan the decision to ¢change the yaar
end to 31 December The company will be
reporting the sx month performance to 30
Septernber 2007, the nine month results to 31
December 2007 and the pro forma 12 month
performance to 31 December 2007

We have published today unaudited financial
information for both the nine and 12 menths to

31 December 2006 Thes information can be found
on the company's website, www tribalgroup co uk

Prospects

In recent weeks, the Group has commeanced a
number of initatves As well as the change of
year end, the Group has moved its head office to
its main prermises in central London in order to be
closer to many of its major clients and the
irwestor community The central group executive
has been strengthened with a number of key
appontments [n addition, Tnbal has created a
working group of its 30 most sanior managers to
conduct a review over the summer months, led
by Peter Martin  This review will examine the
Group's core competencies, ts competitive
strengths and its growth opportuniies

The intention Is to provide better clarity and
definition to the structure of the business and to
identify pnortty areas for growth Tnbal has leading
positions in its key markets of health, education,
central government and communities and i is
anticipated that this review will deterrmine how we
best captalse on the franchise we have built in
recent years The Group intends to report back
on the findings of the review In the autumn

The successful sale of Mercury Health has
strengthened the balance sheet considerably and
prowvicdles for a renewed focus on the Group's cora
business of providing consultancy, support and
delivery services, predominantly to the public
sector Our clients are under constant pressure to
improve the range and qualty of their services,
whilst operating to stringent financial and
performance targets We therefore continue to
ses a strong flow of opportunities to support
thesa clents as theay look to transform services
and bring about organisational change

The Board 1s confident about the Group's future
prospects

l :a— " ‘. - il
Strone Macpherson

Chairman
4 July 2007

Tribal Group plc Report and Accounts 2007 03




Business review

Governance >

Chief Executive’s statement

Financial statements >

As the pressure on public sector organisations to reform
and improve service quality increases, we expect to see
continued expansion of the role of the private sector in
advising and supporting our public sector partners and,
where appropriate, delivering services on their behalf.

Markets

Over the last few years, the private sector has become
increasingly involved in the delvery of public services
In most parts of government, there are now many
examples of successful public private partnerships and
of seraces outsourced for the first time

There are several policy drivers that are
fundamentally changing the shape of public sector
markets - the continued pressures on budgets, the
increasing move towards perscnalisation of
services, the localisation of services, the role of the
state as a commissioner, but not necessanly the
delverer, of services There are therefore
considerable opporturities for the private sector to
develop new services in response to these complex
changes

In the year ended 31 March 2007, 95 per cent of
our revenue was from the public sector and we
expect to retain this focus In the future  Our
revenue (excluding Mercury Health) was spiit
as follows education 49 per cent, health 19

per cent, communities (housing, iocal
governmant and regensration} 18 per cent
and central govarnment 14 per cent

Operating review

All segmental cperating profit and operating

profit margin figures are stated In

accordance with the business segment
information In note 4 to the accounts

Consulting services
Year ended Year ended
381 March 2007 31 March 2006
£'000 £000
Revenus 117,325 122,743
Operating profit 8,797 15,464
Operating proft margn 5 8% 12 6%

This was a disappointing penod for the
Consulting services businesses with a 4 per
cent decline In revenue and a sgnificant fall
N marging
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We had a very slow start to the year, particutarly

in property impacted by PF delays), resourcing

{continuing softness in the recruitment advertising

market) and certan parts of our consultancy

business (where utisation rates were low) |

Revenue in tha first half was 13 9 per cant lower
than in the previous year Significant action was
taken, resulting in a reduction in staff numbers of

7 per cent and the closing down or disposal of
several under-performing business units  In the
second half of the year, we saw a small increase n
revenue aganst the previous year and improved
profitability We expect the full mpact of the
charges we have made and the focus on mproved
margins to be seen in the cumrent financial penod
and we have been encouraged by the operational
performancea in the first two months

Despite the under-performance last year of certan
consultancy services businesses, we have seen
many successes and we now believe that we
have a much stronger platform from which to
generate profitable growth

Health and social care

In health, our information and IT strategy
consultancy team had a good year, continuing to
build on its strong position as an adwviser to the
£12 4bn NHS Connecung for Health programme
For example, we secured an extension to our
Secondary Uses Service (SUS) contract SUS has
been dascnbed as the largest epidermological
database In the world and draws together data on
NHS-funded heatthcare across the whole of
England We also won several other important
information and T consuftancy contracts

The decision we took last year to grow our health
senace Improvement consuliancy has been
successful We have won several major service
improvemnent contracts with acute hospital trusts,
we have established a partnership with Boxwood,
a change consultancy worlking in the private
sector, which enables us to prowids a more
comprehensive skillset to the NHS, and we won
hugh profile contracts with the NHS Instiute for
Innovation and Improverment in partnership with
AT Kearney, a leading strategy consuftancy




School for success

To flourish at school, children need the right leaming environment and the
right support.

Through the Academies programme, we design and deliver inspiring new schools which
transform the opportunities for pupils, increase diversity and help regenerate deprived
areas. And our unique ‘Pupils’ Champions!” programme provides the specialist support of
successful school leaders and teachers to bring out the best in over 15,000 students and
hundreds of staff in schools across the UK.
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Learming to deliver

In today’s e-enabled world, our learing doesn’t stop when we leave the classroom.

Work-based programmes which improve literacy, language and numeracy have

large scale technical requirements. Tribal’s technology and service solutions support
learning, assessment and workforce profiling across many sectors and for clients
including McDonald’s and Skills for Care, the national workforce development body
responsible for adult social care. Helping people enhance their skills contributes towards
creating a stronger workforce and building economic sustainability.
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Chief Executive’s statement continued

We are one of the pnncipal advisers on major
capital programmes in the NHS, working on a
wade range of PFl and LIFT schemes in England,
as well as captal developments elsewhere in the
UK and overseas Qur successiul work in
procurement across the NHS includes providing
strategic guidance to the NHS Purchasing and
Supply Agency {FASA) and the Health Industnes
Task Forge In defiung the futurs for NHS
progurement

It was a difficult year for our property business,
with delays on a number of major PFI schemes
impacting tradng Wa were particularly affected
by the dslay in closing the contract on the
Peterborough Hosprtals PRl Financial close on
this contract was announced on 3 July We were
successful n winning a number of new health
contracts dunng the year, including design lead
for the £130m Caerphilly Local General Hospital
Wa also continued to win architectural
commissions in education, parbcularly in further
education (FE}, where the market conditions
remaned strong In schools, we have expanded
into the Bulding Schoots for the Future (BSF)
market We are part of a consortum that won a
£20m contract for a design and build school in
Lverpool tn the first phase of a £400m BSF
framework In higher education (HE}, we won two
further projects for Oxford University

Communities

In local and regional government, the market
presented some challenges as a result of delaysd
decision making following the local elections and
a change of control in many parts of the country
However, we were successful In winning a
number of adwvisory contracts with local councils
in England Our Comprehensive Performance
Assessment (CPA) taam has extended its
influence Into many councils across the Wast
Midlands, Manchester and London

Our economic development and regeneration
businessas continue to expand strongly wath new
teams established in Bimmingham and London
We won several new contracts from central and
local government, development agencies,
volurtary sector orgamisations and private sector
clients in England, Scotland and Wales Major
appointrents secured dunng the year included a
strategic review of government transport
investment pnonties for the Scottish Executve,
benchmarking of housing subsidies for English
Partnerships and a framework contract for
evaluation studies for the Department of
Education, Lifelong Leaming and Skills (Wales)

Qur housing practice has continued to buikd on &s
strong position as the leading UK housing
consultancy working with the majorty of registered
social landlords {RSLs) across England and Wales
We won a significant number of contracts dunng
the year, iIncluding stock transfer schemes with
Watford, Bracknell Forest, Wansbeck, Manchester
Southway and Rhondda Cynon Taf (RCT Homes)
We also consolidated our posttion as lead adwiser
for the large mergers and partnerships that are
taking place within the sector

‘Our ability to bring together a
range of skills into single bids allows
us to present a powerful proposition

to the market.’

In our resourcing business, we made excellent
progress In intenm resourcing In executive search
and setection, we retained our strong share of the
local government market and managed chisf
executive appontments for importart clients such
as the Loca! Government Asscciation,
Birmingham City Counctl, Bradford Metropolitan
Borough Council and Nettingham City Council In
recrutment advertising, we saw a signdicant
reducticn in spend on traditicnal media but this
was mitigated by a high volume of contract wins
and retentions and by improved margins Dunng
the year, wa won new recrutment advertising
contracts with a number of councils, several city
and district council consortia and an Increasing
number of unwersities

Wa are seeing significant new demand for
recrutment process outscurcing (RPO), prowiding
customers with a range of back office processing
support services Dunng the vear, we won our
fargest RPO contract {worth an estimated £4m)
with the London Contracts and Supplies Group
We continue 1o develop our digital capability and
we are seeng strong growth from our
e-resourcing offenng and our internet job portals,
including one In the West Midlands that will see
11 authonties bnnging ther recrutment portals
together as part of a shared services vision for
local government in the region

QOur temporary staffing business to the medical
profession has faced a fundamental change in its
business due to a mova In the industry towards
national supply contracts which favour the larger
chans This significantly impacted profitabiiity and,
n the ght of this performance, we have
concluded that the operation should be closed
and that the goodwill associated with the
business should be impared in full

Central government

In central government, we have continued to
grow our management consultancy businesses
From a standing start less than four years ago,
we now empioy close to 80 consultants and use
several hundred associates Qur ability to bnng
together a range of skills Intoe single bids allows us
to present a powerful proposition to a market
which has traditionally been dominated by more
established consulting practices
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Dunng the year, we won contracts with several
major central government departments including
the Home Office, HM Revenue & Customs, the
Foreign & Commonweatlth Office, the Department
for Environment, Food and Rural Affars and the
Cabinet Office

We wers successful n being awarded places on the
new Catalist frameworks (the Office of Government
Commerce's catalogue based procurement
scheme) for provding professional seraces to
central govemment departments and we are now
seeing increased demand from this source
Separately from Catalist, mor central govenment
departments ang establishing their own indvidual
framework contracts Whilst bidding for a place on
these frameworks takes up management tme, we
expect them to be a good source of larger
opportunties for the Group

In commurications, we managed a number of PR
campaigns for central government, with new wins
dunng the penod with the Department for Education
and Skills to promote its Acadermies programime
and with the School Food Trust to encourage
haalthy school meals We are in the secend year of
promoting London state secondary schools for
London Challenge

Education services

Year ended Year ended
31 March 2007 31 March 2006

£000 £'000
Revenue 78,700 79184
Operating profit 14,102 13735
Operating profit rargn 17 9% 17 3%

We saw continued profit growth of 3 per centin our
education business, with strong performances across
most areas being offset by difficult conditions in
schools and FE collega traning

In April 2006, we merged our education and
technology business streams to create a fully
Integrated education business and we are now well
posttioned as one of the leading prowviders of
consuttancy, support and delvery serices across
education and learming in the UK. We have a strong
profile in all the pnncipal education and learning
markets - schools, post-16 and higher education

In software, we continued {0 butkd on our strong
market position — over 40 per cent of the further
education (FE) market, 55 per cent of the work-based
leaming market, 65 per cent of the higher education
{ME) market and maore than 50 per cent of local
authorties are using our applications In FE, we had a
good year with strong take up of our new ebs4
student administration product by our existing clients
and also through winning a number of new clients

We had a very successiul year i the fast expanding
work-based leaming market, with many new contracts
won In HE, we had ancther good year, including a
signficant new contract with Edinburgh Unversity and,
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Chief Executive’s statement continued

since the year end, a major contract with Nottingham
University In chikiren's services, we continue to be
successful with our market leading products, as well
as developing new areas such as the eCAF (common
assessment framewori} and ICS (Integrated Children’s
System) In asset management, we have won
prestgious new clients such as North Ayrshire,
Lverpocd Direct and London Fire and Emergency
Planning Authonty Across our software business, we
are building our capacity to deliver outsourced
managed services and are now delvenng an
increasing number of fully hosted solutons

Our publishing and e-learming busness streams
contnued o maks axcellent progress We are the
leading publisher of distance learning matenals in
vocational subjects amed pnnaipally at FE colleges
We have a strong postion in the Skills for Ufe market,
with expertise in Iteracy, numeracy and with students
for whom English s a second language Our flagship
interactve product surtte, Target Skills, contnues to
build ts reputation and market position

We had a successful year in winmng and extending
national delivery contracts The National Centre for
Excellence in the Teaching of Mathematics, which we
now manage, has been gven a new £1m contract to
support maths teachers In the FE sector We also won
a £1 2m contract with the Children’s Workiorce
Development Council to support the work of earty
years practiioners, a £7m contract to develop a
portal, database and support infrastructure for Skalls
for Care (the sector skills council for the care sector),
and a £2m contract from the European Social Fund's
EQUAL programme to prepare learners for
employment

Over the last few years, largely as a result of funding
changes, demand for one-off traning courses for
schoois and FE colleges has been decinng In the
light of these changes, we have concluded that
goodwill of £3 4m in respect of this business stream
should be wrtten off in full However, dunng the year,
we won several new large contracts to delver training
semvices to a wider range of organisations We are
now working in 17 pnsons n England, we manage
training delivery for a major regional police force and
have recently won a £1 1m contract to set up and
manage training for housing associahon tenants for
the Housing Corporation In parallel, we are also
working with an increasing number of major
corporates, such as Compass and McDonald’s, to
suppart ther staff traning through the development of
online learming portals

We support Ofsted in the inspecton of one third of all
state mantaned, pnmary, secondary and special
schools, and our contracts to defiver these services
continue to perform to Ofsted'’s requirements We are
expecting Ofsted to consider outsourcing the
inspecton of nursery settings and work-based
leaming in the future and we should be well placed to
bd for this work.

We contnue to offer a range of consultancy services
across children’s services and the FE sector
Increasingly, this work 1s delivered through longer term
contracts




Database cure

Ensuring people get treated as quickly as possible is a key target for the NHS.

Making it happen requires high quality information about what services are needed and
effective planning. The Secondary Uses Service (SUS) provides healthcare decision
makers with accurate and comprehensive data about patients held on a secure,
confidential system. With Tribal’s programme management and business analysis
support, one of the largest patient databases in the world will give policy developers,
health commissioners and providers the information they need to plan and deliver
better services.
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Positive influence

It’s one thing to ask people for their views, but quite another to really involve them in
making key decisions which affect their lives and communities.

The Housing Corporation wants to ensure that people who live in social housing have
every opportunity to influence how their homes are managed. As part of the Housing
Corporation’s Tenant Empowerment Programme, Tribal is providing social housing
tenants throughout England with training, regional events and a free information
service on tenant participation, housing and community issues.
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Chief Executive’s statement continued

Examples include contracts with the Qualty
Improvement Agency (QIA) to deliver the
Improvement Adviser Service and with the
Department for Education, Lifelong Learning and
Skilts (DELLS) to delver benchmarking across a
spectrum of post-16 prowiders

The development of the Academy and BSF
Inatves continued to provide opportunities for the
Group We have been involved with the Academy
programmae since Its Inception and have now won
contracts to programme manage 13 academles
We are increasingly developing our involvemeant in
tha BSF programme and won adwvisory contracts
with local authorities In Southwark and Durham

Qur educaton business I1s now very well placed to
build on its strong market position and win an
increasing number of longer term contracts We
intend to strengthen our bidding capablity, enabling
us to grow the value of our contract pipeline Over the
riext few years, we see new opportunities emerging
to delver shared services in FE and to extend our
position In the vocational learmng markst

Mercury Health

Year ended Year ended

31 March 2007 31 March 2006

£000 £'000

Revenue 37,795 14,550
Operating profit 3,785 1,476
Operating profit margn 10 0% 10 1%

Mercury Health performed strongly dunng the pened
with revenus of £37 8m and operating profit of

£3 8m This was a successful second year of trading
for the business, exceeding our financial and
operational chiectves In June 2008, Mercury opensed
its largest centrs, an orthopaedc facity n Haywards
Heath In December 2006, Mercury signed a new
contract to delver diagnostic services throughout the
Waest Midiands and it was also selected as preferred
bidder on a contract to deliver a range of surgical and
other clinical services in Essex

On 20 Apnl 2007, the business was sold to Care UK
for a gross consideration of £77m which, after
deduction of debt and costs, realtsed net cash
proceads of £52m The profit on disposal was
£27m The sale was an excellent outcome for Trbal
Group It has enabled us to crystalise the
substantial value created, repay the majonty of net
debt and release the Group from signdicant and
onerous guarantees

People

Tnbal Group continues to attract some of the most
talented people in its markets We have within the
Group a strong mix of market and technical
specialists who are able to provide our customers
with high quality advice, innovatve solutions and
project and programma management capablities
We have a strong cuiture that encourages ambition
and independence, whila our corporate values

appeal to cur customers and staff and differentiate
us from our competitors

The strength of our market position 1s a result of the
efforts and dedication of our 2,000 staff and 1,000
assoclates and the high quatity work and services
they provide to our customers | would ke to thank
all of them for the enormous contribution they have
made and | lock forward to working with them as we
enter the next stage of Tribal Group's development

Prospects

The successful sale of Mercury Health has
strangthened the balance shest considerably and
provides for a renewed focus on the Group's ¢ore
business of prowiding consultancy, support and
delivery services, predominantly to the public
sector Our clients that operata In our chosen
markets of education, health, central governmant
and communities are under constant pressure to
improve the range and guality of services, whilst
operating to stringent financlal and performance
targets We therefore continue to see a strong flow
of opportunities to support these clients as they
look to transform services and bnng about
organisational change

The Group Is now focused on its key priorities of
delwvenng sustained organic revenue growth,
Improving margins and raising the level of
committed iIncome We have made an encouraging
start to the new financal period As announced on
3 July, financial close has been reached on the
Peterborough Hospitals PFl contract In addition,
we have secured a number of new contract wins
inciuding

B Kent County Council recrutment advertising —
value c£3m over three years

B Comwall County Councll recrutment advertising
— valus ¢€2 5m over three vears

B Foreign & Commonwealth Office change
management - value c£2m over two years

B Housing Corporation training framework -
value c£1 1m over three years

B DIES Maths for Life ~ value c€1 1m
over one year

B QA teachsr improvement contract —
value c£1 1m over one year

The pipeline of new contract opportunities 1s good

The Board is confident about the Group's
future prospects

AMaA

—

Peater J Martin
Chief Executve
4 July 2007
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Tribal Group delivers a range of consultancy, support and
delivery services, predominantly to the UK public sector.
We address four principal markets: education, health,
communities and central government.

Business model

Following the sale of Mercury Health in Apnl 2007,
Tnbal now operates through two business streams
Consulting services and Education senaces

In Consutting services, we provide an extensive
range of management consultancy,
communications, resourcing and property
services Worlang in our chosen public sector
markets, we are able to offer our customers a
powerful combination of specialist expertise and
Integrated solutions

In Education services, we operate acnss the
schools, post-16 and higher education markets
We provide a wide range of education consulting,
products and services which help our cliants to
manage ther organisations efficiently and respond
to the developing government agenda
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Organic growth

A primary objectve of the Group 1s to generate
sustainable organic revenue growth This wall be
achieved in a number of ways by increasing the
capacty and skilset offered by our consultants,
by investing in the development of new products
and services to meet the needs of our clients, by
concentrating on winming larger and longer-term
contracts, and by developing a broader range of
delivery services

We have an unparalleled range of expertise and
capabilities that can be deployed in a vanety of
ways to provde clients wath increasingly
integrated and talored solutions

Margin

The Group's objective I1s to Improve operating
margins each year This will be achieved through
a ngorous review of operational performance,
constant attention to our market positioning,
careful qualfication of new contract opportunties
and by mamntaining a strong focus on our cost
base and overheads As Tribal grows, we expect
1o see financial and operational benefits of
delivenng increasing revenue through our existing
management and physical infrastructure, as well
as from consoldating procurement across

the Group




Partnerships and acquisitions

Where we dentify a significant opportunity that
requires a set of skills that are complementary to
those that we can provide in-house, wa will
continue our policy of partnenng with high qualty
organisations that can work with us to develop
and delver a urique solution to our clients

Whilst our attention in the short-term will be
focused on delivering organic growth, we will be
prepared n due course to give consideraticn to
acquistions of businesses that meet our stnngent
cntena The mimimum requirements for
acquisttions will be businesses that extend our
product or skills offenng, deepen or extend our
market positioning, have a robust profit history
and significant growth potential, and are a good
cuitural {it with Tnbal Acquisitions that we make in
the future will be fully integrated into our
operational structure

Values
Qur core purpose 1s to enhance pecple's Ives and
Iife chances

Our five values are

8 passionate about improvement
M stronger together

H inspinng people

B unleashing talent

W prepared to be different

Tribal's postioning In its markets 1s strangthened
by the Group being closely aligned to the public
sector ethos of its clents Our people have a
deep understanding of our client’s organisations,
local, regional and natonal agendas, and empathy
for the public sector they support Our employeas
bekeve that the work they do helps to improve the
Ives of the citzens it afiects This sense s
underpinned by our core purpose and the
Group's values which flow through all the

work we do

Management structure

Reporting t¢ the man board, there 1s a Group
executive team that compnses the Group Chief
Executwe, the Chief Operating Officer and the
Group Finance Director The Group executive
team has overall respensibility for developing and
implementing the strategic dirsction of the Group
and the financal and operabional performance of
the business Reporting to the Group executive
team are a number of business units that operate
through two business streams Consulting
services and Education services Each of the
business units 1s headed by a managing director
The managing directer has responsibility for
delivenng the unit’s profit performance, but is also
expected to contnbute to the wider business
development of the Group

We continue to strengthen the management
arrangements across our business Dunng the
year, we have recrutted a number of high qualty
individuals from: both the private and public
sectors Tnbal has established a reputation as a
dynamic business with a high level of integnty,
where managers ara given considerable
Independence within a supportive Group
framework This business environment and the
company’s strong undertying values have been
important factors in attracting talented ndwiduals

‘We have an unparalleled range of
expertise and capabilities which
provides our clients with increasingly
integrated and tailored solutions!
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Business review
Our markets

The reform agenda continues to drive growth in our core
public sector markets. The programme for iImproving public
service quality is now focused on devolved decision-
making, increased customer choice and more effective
collaboration between service delivery partners.

Funding pressures reman, resulting in an
increasing use of complex procurement
framaworks and creating new opportunities In
outsourcing

Tnbal’s breadth of service offenng, track record for
innovation and strong balance sheet mean we are
well placed in our ¢ore public sector markets

Education

The reform agenda n education 1s focused on
personalised learning and a demand-led
approach for delivenng access to high quality
provision

‘Every Child Matters' continues as the sector
flagship for improving the well-being and life
chances of children With the introduction of the
Education and Inspections Act, Ofsted becarns
the sole inspection agency for education and
skills and the Government committed to raise
standards, promote choice and diversity and gve
teachers new powers to discipline puplls The
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green paper ‘Care matters transforming the Ives
of young children and young peopls in care’,
pubitshed In Apnl 2007, seeks to ensure a first
class education for children in care

The further education white paper ‘Raising skdlis,
improving Iife chances’ set out reforms to deliver
capacity and qualty across the sector Lord
Leitch’s review ‘Prospenty for all In the global
economy - world class skills” and the green paper
‘Raising expectations staying in education and
traning post 16" both promote a culture of Iifelong
education and training In the current and future
workforce In higher education, the growth in
student numbers and diversity and the increasing
range and flexsbility of learning opportunities are
challenging universities to sustain the qualty of
therr taaching and research

The Government has pledged to increase the
overall Investment in education, skills and
chiddren’s services by £10 7 billon between 2008
and 2011

Dunng the last year, Tnbal has continued to
secure business growth and market share In the
sector As well as working with government
departments and local authorties, we deliver
supported e-learning to mulbnational companies
ard are a partner of chaice In delivenng hugh
quality, chent-focused seraces




Health and social care
The NHS s just over hatfway through a major
10-year programme of Investment and reform

The programme inttially focused on expanding
capacity and increasing investrnent to support
national targets for improving patient access and
care This was followed by a senes of radical
retorms to iniroduce patient choice and payment
by results

The new drection outlned in the white paper ‘Our
health, our care, our say' means that more funding
will follow the patient and care will shift from
hospitals into the community It 1s estimated that
up to 5 per cent of resourcas could transfer from
secondary to primary care Long-term condiions
will be managed outside hosprtals by GPs,
incentmsed through the new Quality and
QOutcomes Framawork

In the latest stage of the reform programmes,
decision-making about prionties and resources 15
being devolved to a local level, requinng tocal
commissioning capability and giving
communitigs a bigger say in how care and
sarvices are delvered

Tnbal has supported key intiatives to Increase
capacity by advising on and designing PFl-funded
hosprtals and pnmary care facities Our
consulting serces have helped drive a more
responsive health senice and our work on
enabling programmes such as ‘Choose and
Book’ has given patients more choica about how,
when and where they receive treatment We have
recently developed a comprehansve
commissioning capability to work in partnership
with trusts to ensure they get the best possible
outcomes and value for money

Tnbal’s group structure - combining consutting,
communications, technology, property and
recrutment capabilities — together with ts
willingness to develop new service-led business
streams, places it in a very strong posttion in the
NHS market

Communities

{local government, housing and regeneration)
The momentum for transformation in service
daelivery created by the Gershon and Lyons
reviews has centinued with the introduction of
the Local Government Bill, the Varney review
and the likely outcome of the Comprehensve
Spending Revtew later this year (CSR07) Local
authonties are facing sigruficant, inter-related
strategic issues as they strive to simulianeously
improve service qualty and reduce costs In
addition, councills are increasingly focused on
economic and social regeneration and
developing local partnership models and
Innovative shared service arrangements

‘“Tribal’s group structure, together
with its willingness to develop new
service-led business streams, places
it in a very strong position in the
NHS market.

In January 2007, the Government announced
the creation of Communities England, a new
agency to delver regeneration and housing
which wil bnng together the work of English
Partnerships, the Housing Corporation and some
functions currently undertaken by the
Department of Communities and Local
Government The recent Hills report on social
housing and the review of the sector’s regulation
by Professor Martin Cave will have a significant
impact on housing policy and the way social
housing 1s regulated in the future

The consolidation of the social housing sector
through mergers and partnerships has continued,
as has the transfer of stock from local authorities
to registered social landlords (RSLs) and ams
length managerent organ:sations (ALMOs)
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Business review
Our markets continued

Qver the next few years, decisions over transport
strategy and Invesimert will have significant
implications for regeneration and sustainability

The changes tn the sector are creating new
opportunittes for Tnbal’s regeneration consultancy
work, which s underpinned by integrated
economic, social and housing expertise Asa
transformation partner, we support local
authonties to achieve therr goals through creating
the opportunity and nvestment choices which
enable high performance Tnbal 15 also lsading the
way In local authonty executive search and intenm
management In response to the e-government
agenda, we are working with authorties to build
more than 30 e-recrutment systems
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Central government

Although the tead up to the prime ministenal
succession inevitably created some policy
uncertainty, personalisation and greater choice are
expected to remain as key policy themes

The distinction between government's role as the
commissioner, as opposed to the prowder, of
services 15 becoming more defined Performance
improvement will increasingly be focused on
competiton and contestability Whle the
Department of Health has been prominent in
implernenting these policies, most departments
and agencies are now developing similar
Initatives

Greater efficiencies will be drven by the
continuing impact of the Gershen and Lyons
reviews, together with the constrants likely to
result from the CSRO7 budgst review This is
expected to lead to more effective collaboraticn
between government agencies and the
development of shared service and joint
procurement initiatives

Homeland securty continues to ba a priority,
requiIring better co-ordination of activity across
government departments and agencies to prevent
and respond to events

Tnbals broad base of technical and consultancy
expertise In central government means that we
are well placed to support these reforms and
nitiatves




Business review

Our people

At Tnbal, we recognise that our talented and
diverse mix of people 15 one of our key strengths

Our employees may be consuttants, town
planners, architects, software developers and
educators but, whatever ther discipling, they are
at the top of ther profession in terms of technical,
intellectual and management skills We work
together to harnass this talent across the Group
and develop new services and enhance our
portfobo  Our comprehensive product and senvice
offerngs also mean we ¢an provide excellent
opporturuties for career prograssion and
development

Tnbal’s people reflect the sthos and values of our
clent base, and our unique culture I1s a powerful
synthesis of high qualty commercial practice and
the best of the public sector ethos of sensice to
society

Supporting our pecple

Continuing engagement with our staff 1s central to
ensunng we rerman an employer of chowce At our
staff forums across the Group, Tnbal employees
develop and enhance our policies and processes
This enables everyone to have a say, not only in
how they are treated as employees, but also in
the way we manage our business

Qur first Group-wide staff satisfaction survey was
completed this year and working groups are now
driving changes through the business Our
intranet and regular bnefings ensure that stafi are
well-informed about news and developments and
we are also intreducing a monthly update by the
Chief Executive to all staff This proactive
approach to engagng and invoing employees
continues to have a direct and positive impact on
our people and our business

Supporting the development of our staff and the
provision of continuing professional development
opportunities 15 a key focus for us We have buift
on the frarmework of professional, technical and
supemvisory development opportunities by
intreducing several management development
intiatives These include the Excellence programme,
based on Neuro Linguistic Programming, and
Tnbal's own branded ‘Managers into Leaders’ and
‘Moving up In Management’ programmes We
support staff with their professional qualifications
and memberships, we continue to devalop our
graduate recruitment and development
programmes and this year we have further
developed our team bulding events Prowviding a
range of training and development opportunities
at every level of the workforce 1s a key target

for 2007

Tnbal's drectors regularly review important
management information about our people - for
example, turnover, equal opportunities, disability
and dversity Buiding our people management
framework has allowed us to monitor the
composition and diversity of our workforce,
improve our performance management and
idantify personal development needs We also
have a counselling service in place to ensure
staff have access to a support network outside
the business

Rewarding our people

We continuously strive to improve and broaden
the range of benefits we offer, both to reward
success and encourage participation In, and
ownership of, the business We are developing a
menu-based range of benefits offenng stafi a
choice In how their package 1s comprised Qur
current benefit range includes a save as you earn
scheme, a share incentive plan, occupational
pension, life insurance, private medical Insurance,
permanent health insurance, eye care vouchers,
enhanced patamity alowance, tme off to support
voluntary work, flexible and generous leave
arangements, access to free financtal planning,
home computer allowance, discounted travel
insurance and hotel rates, nursery vouchers, car
allowance and a confidential support line

Recognising achievement

Each year, Tnibal recognises and rewards
exceptional effort and commitment at every level
of the business through our national awards
Thesa showcase the achievements of both
indmduals and teams in each of our five
corporate values passicnate about smprovement,
stronger tegether, Inspinng people, unleashing
talent and prepared to be different
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Business review
Risk management and
key performance indicators

Risk management Governance framework
The Board assesses nsk management throughout

the Group and sets the overall nsk appetrte and

phitosophy, supported by the Audt Committee and

the executive directors

The Board establishes the parameters for nsk
appetite for the Group through

8 sething strateqic direction including targets

W reviewing and ultimately approving annual plans
and budgets for the Group and each business
stream

B regularly reviewing and monitoring the Group's
performance In relation to nsk through monthly
Board reports

To ensure that nsk 1s robustly managed
throughout Tnbal, a Group risk management
framework operates as part of the annual
business planning and performance management
process This requires each bustness unit to

W dentify and assess all significant nsks facing thesr
business

B pnortise nsk

B actvely manage by detaling the steps to avoid or
to mitigate nsk

B review and report nsk

A summary of the key rnisks facing the Group is We review performance by conductng reguiar busness
placed on a nsk register which 1s supported by stream meetings 1o ensure that the businesses are on
the Audit Committee and the executwve directors track. This framework came to the fore dunng this last

chalenging financial year and enabled the executve
directors and business strearmn heads to take
appropnate actions to deal with under-performance and
other 1ssues as they arose

The executive directors provids the central
leadership and clear guidance within the annual
planning Instructions issued to all business
streams The business stream heads are
specifically responsible for the management of nsk
within ther operating businesses, supported by
their operations and finance directors We believe
the key to success is a combination of strong
central direction and good management talent
Qur businesses are experts in understanding
customer requirements and market opportunrties,
adapting ther plans to achieve the best possible
performance
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The pnncipal nsks that the Group manages are as
follows

1 Reputational nsk

Tribal operates across a wide spectrum of the UK
public sector which 1s subject to regular political and
public interest, together with scrutiny by the media

In 2005/6, we moved the majonty of our
businesses to a sing'e Tnbal brand and therefore
we are Increasingly aware of the importance of
managing cur corporate reputation As we
continue to win larger and more complex
government contracts, parhicularty \n our
education and health markets, we need to ensure
that we carefully select the contracts we ad for,
price them comectly, fully understand all the
contractual requirements and then delwer them
effactively, since any fatlure and adverse media
coverage by one busingss has a potential Impact
on the Group as a whole

2 Changes in gavernment policy and spending
Gven the significance of public sector contracts to
Tnbal, any cut in relevant public spending or a
change in policy away from using Independent
private sector prowders may have an adverse effect
on the results of the Group Tnbal has consciousty
made an effort to protect tself against this nsk by
establishing a balanced portfoho of services and in
this respect we have some advantage over a
number of our competitors in the year to 31 March
2007, no customer accounted for more than 7 per
cent of our ravenue

3 Operational nsks

Tnbal operates In competitve markets which can
be significantly affected by the number and size of
our competitors, pncing policies and knowledge
of our customer requirements Procurement
cycles for large delivery and management serice
contracts are becoming more complex and
involve a clear justification of value for money to
government bodies The Group Board signs off all
major contracts to ensure these meet our core
competancies, capabilities and financial targets

We are a pecple based business and any
increased costs of empioyment, including pension
costs, could significantly impact our operating
costs and profitability The Group has imrted
exposure to defined benefit pensions plans and
sets clear direction as part of annual pay reviews

Wea have a clear strategy to reduce our labour
cost bill as a percentage of revenue

4 Financial nsks

For the past few years, Tnbal has operated with a
highly geared balance sheet, due in part to its
historical acquisition strategy and also tts
investment of £25 millon in establishing its
Mercury Hgalth business From 2003, Mercury
Health expenenced significant success by
securing a number of major centracts under the
Department of Health's ISTC programme As a
consequence, our net debt rose to over £89
milion or geanng of 52 per cent at its peak

Trbal successfully sold Mercury Health in April
2007 with the proceeds being used to pay down
debt With a pro forma net debt of less than £5
milicn at the start of 2007/8, Tnbal has
substantialty de-nsked its geanng and balance
sheet and hence its exposure to any nse in
Interest rates

There is a high Ikelhood that the Group's current
tax rate of 21 per cent, below the standard rate of
corporation tax due to the resolution of pnor ysar
matters, will Increase over time N lne or shghtly
above the standard rate The Group will continue
to mitigate ts tax labdities whenever and
wherever appropnate

Other financial nsks are covered i the financial
reviaw section

Key performance mndicators (KPIs)

The Board uses a range of perforrmance measures
to monitor and manage the business Each business
unit has established performance measures specific
to its business lines, however there are a number of
KPls which are applied across the Group These
Group KPis fall iInto two categones financia) metncs
that measure past performance and operational
measurss that allow us to manage the business into
the future

We set out each KP! on these pages and how we
have performed against the targets set last year
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Business review
Financial review

The sale of Mercury Health post the reporting penod has
strengthened our balance sheet and significantly reduced
the Group’s debt. We provide pro forma comparative
information to help shareholders understand the
continuing business going forward and the change in our
accounting reference date to 31 December.

The financial year 2006/7 was a challenging business environment for our core
continung business which necessitated business closures, goodwill impairment wnte
down and high restructunng costs This 1s explained further in this financial review We
are pleased to report some good recovery was made in the second half of the year

Qur continuing business delvered another year of strong operating cash performance
This cash efficiency, coupled with a recerd order book and a stronger balance sheet,
provides a sound financial platform for future profitable organic growth

Group trading summary

2007 2006 Increase/
£000 £'000 (decrease)
Revenue 231,851 214,794 8%
Operating profit 192 23,313
Share option costs 10 449
Amortisation of [FRS 3 intangibles 320 316
Goodwill impairment 14,429 -
Mercury Health disposal costs 3,300 -
Adjusted EBITA 18,251 24,078 {24)%
Net finance costs {6,330} {5,841)
Exclude financial instruments (credt)/chargs {178) 765
Adjusted profit before tax 11,743 18,002 (38)%
Adjusted eflfective tax rate* 21 0% 25 0%
Adjusted diluted earnings per share* 10 3p 17 2p {40)%
Dendend per share (based on proposed final dvdend) 3 47p 33p 5%

Nota *Before goodwill impaimment amortisation of IFRS stangibies  share option costs Mercury Health disposal
costs and financial instrument crecit/charge (soe nates 9 and 10)

Revenue

Revenus increased by 8 per cent to £231 9m {2006 £214 8m} The second haf of the
year has seen some improvement with revenue, excluding Mercury Health, of £106 3m up
3 per cent on last vear in contrast, first half revenue increased by 7 per cent to £104 5m,
but excluding Mercury Health decreased by B per cent

Compound revenue growth over the last six years has been 39 per cent
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Profit

Adjusted EBITA decreassd by 24 per cent to £18 3m (2006 £24 1m) The Group's
operating margins reduced from 11 2 per cent to 7 9 per cent We have taken a number
of remedial actions, closing enght business streams with aggregate losses and closure
costs totaling cE2 3m and reduced headcount at a cost of c£1 1m This has mpacted
current year profitability and margins but will benefit the current accounting panod
these costs are added back, the underiying margin would be 9 3 per cent Qur target 15
10 per cent and the restructunng should improve our future profitability and margins

The Group's trading continues to be seasonally weighted towards the second half of the
year, 66 per cent (2006 61 per cent} of the annual profit being generated n H2 This wll
become more batanced following the change of year end which 1s discussed in mora
detall below

Share option costs

Share option costs of £10,000 (20068 £448,000} represent the share based payment
charge under IFRS 2 The current year’s charge has benefited from the reversal of a
charge made n the prior year for the LTIP granted in 2005 it 1s now ¢lear that the
performance critena will not be met and accordingly the options will not vest

Goodwill imparrment

A goodwill mpaiment charge of £14 4m {2006 £nil) has been made after the Group camed
out its detaled annual impaimment test Of this charge, £3 4m relates to the FE traning
business stream within Education services that has been closed, £1 6m for the
under-perfonming medical equipping business stream within Consutting services and the
balance of £9 4m in respect of cash generating urits within Consulting serices whose returns
have detenorated below previous expectatons This s moms fully discussed in note 14

Mercury Heatth disposal

At 31 March 2007, we have expensed committed costs of £3 3m In respect of the
disposal of Mercury Health As a result of its size and nature, #t has been separately
disclosed and effectively forms part of the net profit on disposal of the business that will

be fully reported in our next report and accounts Details of this transachion are mcluded in

the post balance sheet events note 37

Group finance costs

2007 2006 Increase
£'000 £'000
Finance credit (1,041) (446)
Finance charges 7,549 5,522
6,508 5,076 28%
1AS32 Discounting of deferred consideration 164 443
6,672 5,519
1AS39 Financial instruments (342) 322
6,330 5,841 8%

Net finance costs for the year increased by 28 per cent to £6 5m (2008 £5 1m), before
LAS 32/1AS 39 financal nstrument credits of £0 2m (2006 charge £0 8m), reflecting the
full year effect of the increase in the Group’s net debt position to fund the iImplementation
and mobilisation of the ISTC contracts i Mercury Health The higher finance costs are
also due to the reduction in capitalised interest from £1 3m to £0 4m

The IAS 32 charge relates to a notional charge in respect of discounting deferred
consideraton Only one histoncat acquisition earnout payment remains outstanding and
will be settled in share or loan notes at the company's discretion in Novemnber 2007
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The IAS 39 credrt (2006 chargs) is largely due to the inabifity of the Group to cbtain perfect
hedge accounting for its discountad swap This means that the movement in the far value of
the swap in the penod Is recognised in the finance charge for the penod  Whilst this
credit/charge could potentially be highly volatile in line with movernents in UK interest rates,
the volatility will not be reflected in the cash flows of the Group, which are determined by the
underlying hedge nterest rate The volatiity introduced to the income statement as a rasult
of this Imperfect swap 1s not considered to be representative of the performance of the
business, and has therefore bean excluded when calculating adusted eamings

The interest rate swap has saved the Group £117,000 n cash and interest payments In
the curment year

On 31 March 2007, the bank exercised its option to convert the discounied swap into an
annuity at 0 1 per cent below LIBOR The arrangement has now been cancslled in the
Group's favour

Tax

The Group adopts a proactive approach to managing its tax bil Our effective tax rate
based on our adjusted profit before tax dropped from 25 per cent to 21 per cent due to
HMRC agreement to tax relief for the Mercury Health bid costs incurred n 2004 Thists a
one-off benefit, the on-gaing tax charge on current year profits ts likety to be in line or
shghtly above the standard 30 per cent rate reflecting disallowed expenses and non-
qualifying depreciation

Shareholder returns and diwvidends
The loss on ordinary actmties after taxation was £8 6m (2006 profit £12 8m)

Adusted diuted earnings per share® decreased to 10 3p (2006 17 2p) dus to the decline
In profitabiiity

The Board has proposed a final dvdend of 2 42p (2006 2 25p) gvng a total dvdend for the
year of 3 47p {2006 3 3p) Our dvdend 15 covered three tmes by adjusted eamings per share

Retanad earnings for the year to equity holders decreased by £5 2m

Cash management
Cash conversion for the year was an excellent 156 per cant (2006 123 per cent) This 15
defined as net cash from operating actvities before tax over adjusted EBITA

Operating cash flow, defined as net cash from operating actvities less interest, was
218 2m (2006 £19 1m)

Caprtal expendtura in the year was £4 4m (2006 £4 Om) for the Consulting and Education
services business streams (mainly replacing and enhancing [T infrastructure) representing
2 3 per cent of revenue (2006 2 O per cent) and £7 6m (2006 £26 6m) was incurred by
Mercury Health {(mainly long term leases and assets under construction)

The Group's cash flow for the year 1s shown below

Group cash flow

2007 2006

£'000 £'000
Net cash from operating activities before tax 28,423 29,559
Net interest {6,032) {7.078)
Corporation tax {4,143) {3.365)
Operating cash flow 18,248 19,116
Caprtal expenditure
- Mercury Health (7,574) (26,569)
- Other business streams (4,407) {4,005)
Other financial mvestment {net) (1,564) (1,048
Acquistion and deferred consideration (556) (3.642)
Onndends paid (2,780} (2,362)
Financing 9,501 14,315

Increase/{decrease) in cash and cash equivalents In year 10,868 4,195)




Inclucled wattun financing 1s £10 6m of new loans drawn pnmanty under the Mercury Health
non-recourse debt faciity to fund the implementation and mobilisaton of the healthcare
contracts

Disposal of Mercury Health

Following approval at the Extraordinary General Mesting of the company on 19 Aprl 2007,
we completed the sale of our nvestment in Marcury Health to Care UK on 20 Apnl 2067
The gross sale proceeds were £77m, which after deduction of debt and costs, equates to
net cash proceeds of £52m

The healthcare delivery business stream has not been classified as discontinued or held
for sale under IFRS 5 ‘Non-cument assets held for sale and discontinued cperations’ as
shareholder approval for the transactton had not been received at the balance sheet date

The continuing operations of the Group will consist of the existing Consutting and
Education business streams In order to show the financial impact of the disposal on the
Group, the results of Mercury Health for the years ended 31 March 2007 and 31 March
2006 have been shown In a separate column on the face of the mcome staternent

To gve an indication of the balance sheet impact of the disposal, we have disclosed pro
forma figures applying the disposal to the 2007 balance sheet in note 37 {Post balance
sheet events)

Net debt
Group net debt decreased from £75 9m to £73 8m as shown below

Group net debt

2007 2006
£000 £'000
Cash at bank and in hand 33,483 22,615
Cash coflateralised 949 1,392
Gross cash 34,432 24,007
Short term loans (1,455} (2,907}
Syndicated bank facility (net of bank arrangement fees) {72,676) (72,277}
Non-recourse bank facility {net of bank arrangement fees) {31,481) (22,554}
Mercury Health asset finance facility {500) -
Share option facity {1,725) (1,725)
Finance leases {425) (429)
Gross debt (108,262) (99,892)
Net debt (73,830) (75,885)
Geanng a7% 47%
Interest cover 28 47

The disposal of Mercury Health had the following impact on the Group's net debt

£:000
Net debt at 31 March 2007 (73,830
Net debt transferred to Care UK on disposal 17,577
Net proceeds of disposal 52,000
Pro forma net debt 4,253)
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Financial review continued

‘The Board has taken
the decision to
change the Group's

year end to 31

December. This will
enable more focus to
be given to the
longer term and
provide greater
certainty earlier

in the year.
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Following the disposal of Mercury Health, the Group no longer required its existing level of
banking faciity and the high costs associated with the non-utibsed portion On 14 June
2007, the Group agreed a new £40m senor debt banking factity until 2012 Under the
terms of the facility, £40m 1s avallabte under a fully fluctuating revoving credit faciity, which
can in part be transferved intc a performance bond facity as required The previous
£180m facilty, together with the share option facility of £5m, have been cancelled This s
Iikely to save bank costs of £0 4m per annum

Our geanng at 31 March 2007 was 47 per cent {2006 47 per cant) Pro forma geanng at
31 March 2007 15 3 per cent

Change of year end

The Board has taken the decision to change the Group's year end to 31 December Since
the Group's formation, trading has been very seascnally weighted to the second half of the
year, with up to 40 per cent of operating profit earned in the final quarter This has made t
very difficult to manage the Group’s year end outturn and to provide Investors with timely
trading information 1t 1s believed that thus will enable more focus to be gven to the longer
term and provide greater certainty earlier in the ysar

We will be reporting half year results to 30 September 2007 followed by nine months to 31
Decermnber 2007

In order to provide wisibility of the impact of this change, we have set out unaudrted abndged
pro forma accounts for the 12 moenths ended 31 December 2006 and the nine months ended
31 December 2006 In a separate document which is avaiable on our website

A summary pro forma unaudited income statement is set out below excluding the
discontinued Mercury Health businass

Pro forma trading summary

9 months to 12 menths to

31 December 31 December

2006 2006

£000 £°000

Revenue 138,180 194,279
Operating {loss)/profit 6,319) 2,019
Share option costs 62 192
Amortisation of IFRS 3 intangibles 238 316
Goodwill impairment 14,429 14,429
Adjusted operating profit 8,410 16,956
Net finance costs (2,810) (3,714)
Exclude financial instruments credit (46) {38)
Adjusted profit before tax 5,564 13,204
Adjusted effective tax rate* 286% 29 8%
Adjusted earnings per share* 42p 10 6p
Net debt at 31 December 2006 87,189 87,189

Betore goodwll impairment  amortsation of IFRS inmangbles share opton costs and financial nstrument crodit

Basis of preparation.

1 The accountng polcies used are conststent with those folliowed in ihe praparabion of the Group finandial
statements for the year ended 31 March 2007 except as stated below

2 Mercury has been treated as a discontinued operaton, as it wil be n fsture finandial reports

3 Had the March 2007 mpaimment review taken place at 31 December 2006 the same charge would have arisen




Committed income
The forward order book of the Group excluding Mercury Health as at 31 March 2007 was
£131m (2006 £119m)

Financial nsks and treasury management

The main financial nsks faced by the Group relate to the avatability of funds to meet
business needs, credit nsk ansing from customer defaults and fluctuations in nterest rates
These nsks are managed as described below

Funding

The Group finances its operations by a combination of cash reserves from retained profits,
bank borrowings and leases Our policy 1s to mantain sutficient headroom in undrawn
committed bank faciites and banking covenants The Group 1s now funded by a £40m
senior debt banking facility until 2012 with two major UK banks

Treasury management 1S led by Group Finance and operates within policies and
procedures reviewed and approved by the Board

Credit nsk

The objective 1s to reduce the nsk of bad debts ansing from non-payment from our
customers This nsk ts tightly managed across the Group led by the Group finance team
We incurred no matenal bad debts dunng the year due to the strong refationships with our
customers Debtor days outstanding were 42 days (2006 42 days) but the age profile of
older debts continues to Improve

Interest rate nsk

Forward rate agreements and interest rate swaps are usad to achieve the deswred mix of
fixed and floating rate debt At the year end, the Group held a hedged fixed interest rate
swap over £25m of core borrowings and an unhedged discount rate swap over a further
£25m of core debt The non-recourse Mercury Health facity of up to £33 5ms fully
hedged over the term through two fixed rate swaps Following the sale of Mercury Health
and the cancellation of the unhedged discount swap, the Group has retained the following
swap instrument

Instrument Expury date Tnibal pay Tribal receive
£25m hedge against core debt 3009 2010 4 99% 6 month LIBOR
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Business review
Corporate responsibility

Corporate responsibility framework

Over the course of the last twelve months, we have buit on the results of our extensive
corperate responsibilty {CR) audrt and developed a framework that defines how we will
transform our prionties mnto tangible outcomes

To Tnbal, corporate responsibilty means a commitment to our staff, clients, stakeholders
and the communities who benefit from our services that we Iive up to our core purpose of
‘improving people’s lives and Ife chances’ n a responsible way

Due to the nature of our operations, our social and envronmental Impacts are
comparatively low However, managing our business responsibly I1s part of our culture and
helps shape our overall strategy, planning and daily actmties

Qur CR framework 1s built on four strands

1 Qur customers

Foliowang the CR review, we identified that due to the dverse nature of our business and
projects, a universal mechanism for evaluating customer satisfaction was not appropnate
Qur prionty moving forward 1s therefore to agree on a consistent set of customer
satisfaction and service irnprovement standards, and ensure each part of the business has
relevant formal mechanisms in place for evaluating and reporting its performance Targets
wil be set for the next financial year to ensure we continue 1o deliver excellent services
and value for money to our customers

Over the next twelve months, wa plan to undertake a survey across our key markets to
benchmark customer perceptions of Tnbal and our services and highlight areas for
Improvement

2 Ouwr people

As a professional services business, our people are our most important asset We
therefore regard staif satisfaction, consuttation and involvernent as a top pnonty Staff
engagement has improved through a range of intiatives, ncluding the annual Group-wide
staff satisfaction survey which had a 51 per cent response rate and our staff forums Qur
annual awards, based on our core values, attracted over 200 nominations

Wa have reviewed and developed our Group-wide terms and conditions and overall
package of benefits to ensure we continue to attract and retain the best people with the
relevant skills ‘We have introduced a new policy to promote and develop peopls internally
wherever possible

3 Qur community

Tnbal recognises wea have a duty to support the communities in which we work and we
actively encourage employee participation in local community projects  Through our staff
payroll giving scheme, employees make a regular tax-free donation te chanty and Tribal
Group matches these donations Last year saw the launch of the Tnbal Foundation ‘Give
it up' week, where staff devised and pariicipated In a range of activities, and again Tribal
matched the donations

¢ .

WE WCTG h ] gh ]y We support and encourage employees who wish to undertake volunteer work, chantable
actvities and social sabbaticals and are looking at ways to formalise volunteering

commen d e d d t th c amangements throughout the business We were highly commended at the Chanties Ad

Foundation's companses and communities awards 2006 for our work In the effective

Charities Aid guing category

. 4 Our emvronment
FOU n d d t] on awa 'rd S Due to the nature of our business, our environmental Impact & comparatively low

Howgver, we are commuitted to continuously improving our environmental performance and

minuTssing adverse environmental impact Qur Group environmental pohcy promotes good
2 00 6 for Our Work practice and sets out the menimum standards for all parts of the business To support our

: : businesses in assessing therr emvaronmantal impact, a set of guidelines will be produced
n th e e ffe CUVC on areas for review, measurement and targets In due course, each business will be

.« . N accountable for assessing and reporting on its man enwronmental impacts, including
giving ca te gory. utlities, waste, recycling and transport

A number of Intiatves are already In place to minimise environmental iImpact These
include the introduction of teleconferencing faciities in regional business centres and the
appointment of 'green officers' We are in the process of setting up a Cycle2Work
scheme, gvng employees a great way to get hold of a new bicycle, tax free We plan to
make further progress In these areas dunng the next year
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The Tribal Foundation

The Foundation was established in 2005 as a registered chanty to support actvities
which reflect our Involvement in areas such as education and heatth, both in the UK and
the developing world We do this through both financia! support and the sharing of our
skills and expertise The Foundation ts principally funded by donations from our Group
profits and by additional funds raised through our payroll gmng scheme and staff
fundraising imtiatives

in response to the worddwide campagn to 'Make Povarty History’, we decided to
concentrate pnmarily on projects in the developing world where our support 1s able to
have a real Impact We work with Skillshare International, an NGO with over 100 years'
expenence This ensures our support I1s effectively targeted and sustainable, with
contmuing suppaort from Skillshare's development workers in the field

Over the past two years, we have supported five projects and established a secondment
programme

B Over 400 disabled people in Kwazulu Natal in South Afnca have recerved basic
education opportunihies through the prowision of premises, tutors and wital equipment
including Brale machines

B Our financial support has helped to train 414 vilage health workers, benefitng 70,000
people In south-east India These community health workers provide vital information
and traning to help prevent malaria and reduce infant mortalty

B The People Lving with HIV and AIDS project covers four southern Afncan countnes
which have infection rates of over 35 per cent of the adult population It 15 establishing
support networks for 1,200 people and traming 400 community volunteers and carers

B The Lesotho Disability project helps integrate disabled learners into mainstream
education and training It aims to raise the status of disabled people by enabling them
to get work or become self-employed

B The Ralway Children project in Gorakhpur, India, assists orphans forced to Iive on
ralway platforms by gmving them access to shelter and education

While Tnbal has contnbuted Just under £100,000 towards these projects, our support
also attracts significant matched funding from the Department for Intemational
Development and the European Unicn

However, perhaps our greatest resource IS the skills, expertise and enthusiasm of our
staff Qur secondment programme has ganed considerable momentum over the past
year and Tnbal staff have shared ther expertise in IT and information management i
Lesotho, Botswana and Swaziland

FTSE4Good

Tnbal Group 1s a member of the FTSE4Good Index Senes, the index for companies which
meet globally recognised corporate responsibility standards We have been a member for
the last five years
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Governance

Board of directors

Strone Macpherson
Age 58
Non-Exacutive Charman

Strone Macpherson was
appointed as an independent
non-executive chairman of Tribal
Group In March 2004 He was
formerly executive deputy
chaiman of Misys plc which he
Joined in 1989 after 15 years at
Flemings His current positions
include non-executive director of
AXA UK ple and Close Brothers
Group plc Strone 1s a member
of the General Council of the
King's Fund

Timothy E P Stevenson OBE
Age 59
Non-Executive Director

Tim Stevenson joined Tnbal
Group as a non-executive
director in May 2004 and 15
chaiman of the Remuneration
Committes and senior
ndependent director Tim worked
for Burmah Castrol Group plc
from 1975 until 2000, latterly as
group chisf executve He is
currently chairman of Trawis
Perkins ple, Morgan Crucible plc
and of the beard of governors of
Oxford Brookes University

Peter J Martin
Age 49
Chief Executve

Peter Martin joined Tnbal Group
In June 2001 as Group
development director, becoming
chief executive of Mercury Health
in Apnl 2004 until its sale in Apnl
2007 He was appointed chiet
executive of Tnbal Group on 4
June 2007 Peter was formerty a
founding partner of corporate
finance firm, Anwvil Partners, and
prior to that a drector of the
corporate finance dmsion of
Klenwort Benson Limited

He ts a non-executve director
of WIN plc

Sheila M Forbes CBE
Age 60
Non-Executive Director

Shella Forbes joined Tnbal Group
In May 2004 as a non-executive
director and will not be seeking
ra-election at Tnbal's Annual
General Meeting on 3 September
2007 Since 1998, she has held
a number of non-executive
positions including Lioyds TSB
Group plc and the Brtish Library,
having previously served as
group personnel director at
Storehouse plc and then director
of human resources at Read
Elsewvier plc
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Simon M Lawton FCA
Age 46
Group Finance Director

Simon Lawton joined Tnbal
Group mn March 2000 He was
formerty director of finance at
Securicor Electronics Limited, a
subsidiary of Securicor Group
ple, and befors that, finance
director of Dawes Group Limited
Simon ongnally qualfied at
KPMG where he became a
senior manager in audit and
adwvisory semices

Henry J Pitman
Age 44
Non-Executve Director

Henry Pitman founded Tnbal
Group in September 1999 and
resigned as chief executive on 4
June 2007 Ha was appointed a
non-executve director on and
frorm the same date Herry was
formerly managing director of
JHP Group Limited, a UK
vocational training and business
sarvices company, which he
joined in 1995 Pnor to this, he
worked for the Property
Corporation of South Afnca from
19390 to 1895 In May 2007, he
was appointed as a non-
executive director of Grainger pic

David G F Thompson
Age 53
Non-Executive Director

Dawd Thompson joined Tnbal
Group in March 2004 and 1s
charman of the Audit Committes
He 1s chairman of Marstons plc
which he joined 1n 1977 and a
non-executive director of
Caledonia Investments plc and
Parsimmon plc

Richard H Collins

Age 44
Group Company Secretary

Richard Collins goined Tnbal in
2004 He gualfied as a soflicitor n
1988 and practised In the City of
Londen before joining CAMAS plc
{subsequently Aggregate
Industnes plc) in 1985 as head of
legal, alsc becoming company
secretary in 1997 In 1998 he
Joined support senvices company
Biick pic where he was group
solicitor and company secretary




Directors’ report

The directors have pleasure in presenting therr annual report on the affairs of the Group, together with audited consohdated financial staternents and
ndependent auditors' report for the year ended 31 March 2007

Prnincipal actvibes
Tnbal Group pic 1s a holding comparny with a number of trading subsidianes

The prncipal actvibes of the Group are the provsion of a broad range of consultancy and professional support services The majonty of our customers
are In the UK public sector, predorminantly within education and traning, health and social care, iocal and regional government, housing and
regenerabon, and ceniral government The review of the year's operations, key nsks and future developments are contained in the Charman's
statement, the Cheef Executive’s statement, the Business revew and the Corporate govemnance statement The Group's policy with regards to financial
nstruments and the nsk to the Group 1s discussed on page 25 in the 'Financal nsks and treasury management' section of the business revew

Our services are deliverad through Consutting services, Education services and Mercury Health

Business review
A detalled review of the Group's performance 1s provided m the section headed ‘Business review’ on pages 12 10 27

Since the balance sheet date, the Company disposed of ds investment in Mercury Health This significant event s detalled in the section headed
‘Dispasal of Mercury Health’ on page 23

Results

The resufts of the Group are shown on page 40 and show a decrease of 24 per cent in group operating profit before amortisation, mpairment,
share option costs and Mercury Health disposal costs from £24 1m to £18 3m Loss befors tax was £6 1m (2006 profit £17 5m) and the adusted
diluted earmungs per share has decreased by 40 per cent from 17 2p to 10 3p {see note 13}

Proposed dividend
The directors recormimend a fnal dvidend of 2 42p per share which, together with the intenm dmdend of 1 05p paid on 2 February 2007, makes a
total of 3 47p for the year (2006 3 3p)

The final dndend wall be paid on 15 October 2007 to shareholders on the register on 21 September 2007

Directors and Directors’ interests
The Board of directors” interasts are detaled on page 37

Research and development
The Group continues to mvest In research and development This has resutted in a number of new products being launched recently which are
expected to contnbute to the growth of the business

Employment policies

We are a people business We seek to attract, develop and retan high calibre staff and, as a consequence, our customers can be assured that the
service they receive 1s among the best available The Group's commitmant 10 its people is discussed in the section of the business review on

page 17 headed 'Our people’

The Group 15 an equal cpportunities employer and bases all decisions on ndwvidual sbility regardless of race, religion, gender, sexual onentation,
age or disability

Apphcabions for employment by disabled persons will always be fully considered, having regard to ther particular apttudes and abilities Should any
employee hecome disabled, every practical effort 1s made to provide continued employment Depending on therr skills and abilibes, they enjoy the
same career prospects and scope for realising their potential as other employees Appropnate traning 1s arranged for disabled persons, including
retraining for alternatve work for employees who become disabled, to promote their career development wathun the organisation

Supplier payment policy

The Group does not foliow any specified code or standard on payment practice However, it 1s the Group's policy to negotiate termns with s
suppliers and to ensure that they are aware of the terms of payment when business 1s agreed It 1s the Group's policy 10 make prompt payment to
those suppliers mesting therr obligations The Group year end trade payables represented approximately 41 days (2006 44 days)

Chartable and political donations
Dunng the year, the Group made chantable donations of £19,836 (2006 £25,789) The Group made no political donations dunng the year (2006 i)

Substantial shareholdings

At 4 July 2007, the following voting interests (other than directors) in the ordinary share capital of the Company, disclosable under the Financial
Senvices Authonty’s Disclosure and Transparency Rules (which replaced Part V1 of the Comparves Act 1985, with effect from 20 January 2007},
had been notified to the Directors

Ordinary shares of 5p each %
BT Pension Scheme Trustees Limited 14,103,152 16 64
Caledonia Investments plc 8,836,232 1043
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Directors’ report continued

Special busmess at the Annual General Meeting
A separate document accompanying the Annual Report and Accounts 2007 contans the nobce convening the Annual General Meeting and an
explanation of the special business to be conducted at that meeting

Audtt informahion
In the case of each of the persons who are directors of the company at the date when this report was approved

m  so far as each of the directors 15 aware, there 1s no relevant audit information of which the company's auditors are unaware, and

m each of the directors has taken all the steps that he/she ought to have taken as a director to make himsett/herself aware of any relevant audt
information and to establish that the company’s auditors are aware of that information

Ths confirmation 1s given and should be tinterpreted in accordance with the provisions of $234ZA of the Comparues Act 1985

Audrttors
A resolution for the re-appointment of Delotte & Touche LLP as auditors of the company s to be proposed at the forthcoming Annual General
Mesating

On behalf of the Board

PR (5 Unds

Richard B Collins

Company Secrstary 87-91 Newman Street
4 July 2007 London
WAT 3EY

Registered in England and Wales number 4128850
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Corporate governance

introduction

Tnbal Group ple s committed to achieving high standards of comporate governance, integnty and business ethics The Group supports the Pninciples
of Good Corporate Governance and Cods of Best Practice appended to the bisting Rules of the Financial Services Authonty {the ‘Combined Code’)
In Juty 2003 the Financial Reporting Councit issued the ‘FRC 2003 Combined Code’, which is the version of the Combined Code applicable to the
Group in the year under review In June 2006 the Financial Reporting Council published the ‘FRC 2006 Combined Code’, and recommended that
this amended Code be adopted by listed companies for reporting years starting sooner than the effective date for the amendments The Group has
followed this recommendation

The remamnder of this report sets out how the Group applied the FRC 2003 Combined Code dunng the year under review

Comphance with the Code of Best Practice
The Group has compled throughout the year with the Code provisions set out in the FRC 2003 Combined Code

Board of directors

The Board compnsed seven directors being Sheila Forbes Simon Lawton, Strone Macpherson (non-executive chaimman), Peter Martin,

Henry Pitman, Tim Stevenson and Dawvid Thompson The terms and condttions of non-executive directors are available for inspection on request
from the company secretary The directors’ profiles are set out on page 28

On 4 June 2007 Henry Pitman stood down as an executive director, but continues on the board in a non-executive capacity At the company's
2007 Annual General Meeting, Sheila Forbes will not seek re-election as a non-execitve director

Independence
The Board believes that the non-executive directors {excluding Hanry Piman} are independent as defined by the Code The senior iIndependent non-
executive director 15 Tim Stevenson

David Thempson 1s also an indspendsnt non-exacutive director of Caledonia Investments plc which has become a significant shareholder in
the Group This connection between the Group and one of its current sharsholders does not affect the director’s objectmty, particularly as he 1s
independent of executve decision malang processes at both companies Al of the non executive directors bnng a wide range of expenence to
the Board mcluding building large and mid-cap public company businesses, hands-on operational CVs, strategy and hurman resources

The chaiman has other sigrificant tme commitments, as indicated in his protile These have not changed matenally dunng the year and they do not
affect his ability to devote sufficient time to the Company's actmties

The chaiman, Strone Macpherson, 1s chairman of the Nomination Committee and Tim Stevenson 1s chairman of the Remuneration Committee
Dawvid Thompson 1s chairman of the Audit Committee and has the relevant expenence to char this Committee as required by the Combined Code

The independent non-executive directors and the chaiman were tally apponted for a three-year term Other than Shella Forbes, each non-executive
director and the chawtnan s seeking re-election at the 2007 Annual General Meeting

The Board exercises full and effective control over the Group The Board maintans a formal schedule of matters reserved for the Board's decision,
and its responsibilities include strategy and management of performance, acquisitions, capital expenditure and safeguarding the Group's assets

The actual resuits of the Group and a summary of operating company performance are reported to all members of the Board Executive members
of the Board meet formally with business stream management each month to review business performance ang to discuss operational and strategic
1ssues Key points from these meetings are discussed at Group board meetings

A procedure exists for the Board of Directors, in the furtherance of therr duties, to take independent professional adwice if necessary, at the
Company's expense Al directors have access to the advice and services of the company secretary who 1s responsible to the Board for ensunng
that alt rules, regulations and agreed procedures are observed Richard Collins, an expenenced public company secretary and a qualified solicitor,
was appointed in November 2004

On appointrment, and throughout therr tenure, directors recenve appropnate fraining and presentations

The roles of the chairman and chief executive are separate and clearly defined The chairman i1s pnmanly responsible for the running of the Board
and the chief executive for the runming of the Group Information i1s provided to the Board on a timely basis In advance of each board meeting,
directors recenve a board pack including detalled monthly management accounts, proposed acquisitions, a corporate governance update and major
capital expenditure requests

All directors are apponted by the Board as a whole following recommendations from the Nomination Committes and each director submits luimseff
for re-election at least every three years Nong of the executive directors has a service contract with a notce penod greater than 12 months

Dunng the year under review, a performanca evaluation of the Board, ts committees and #s indnadual directors was conducted, by means of a
comixnation of wntten and oral processes, undar the gontrol of the chaiman and facilitated by the company secretary The semior independent
director, with nput from the other directors, has evaluated the chaimman's performance

Board committees

The Board has establshed three commiitees to deal with matters in accondance with written temms of reference They are an Audit Commutiee,
a Nomunation Committee and a Remuneraton Commitiee The chairmen of the Board committees will be avalable to answer questions at the
2007 Annual General Meeting

Terms of reference for the Audit, Nomination and Remuneration Committees can be found on the company's website

Audit Committee

The Audt Committea meets at least twice each year The Committee 1 chaired by Dawvd Thompson and the members compnse Shetla Forbes and
Tim Stevenson The Group finance director also attends all meetings The Committee monitors the effectiveness of internal financial controls and
considers matters refating to accounting, financial reporting, accounting policies, business nsks and the external audit To do this, it receives and
considers wntten and oral reports from company officers, the Group finance director and the external auditors Procedures to comect weaknesses
dentrfied in these reports are put in place by the Group finance director and reviewed at subsequent meetings The Audit Committee holds
discussions with the auditors without the Group finance director present at least once a year The Audit Cormmittee considers annually the need for
an internal audit function It currently believes that the Group 1S not of sufficient size or complexity to obtain value from such a function at this stage

Tnba! Group pic Report and Accounts 2007 31




< Business review Governance Financial statements >

Corporate governance continued

In order to safeguard auditor objectvty and ndependence, the Committes keeps these matters under review and also reviews the cost
effectveness of the external auditors and the nature of the non-audit services prowded by them

The Group has a formal poficy for use of audrtors for non-audit work Dunng the year the auditors were engaged to provide assurance services and
adwvice In respect of the disposal of Mercury Health The Committee consider these engagements to be appropnate due to the audiors’ familianty
with the company’s business

Nom:natiocn Committee

The Nomination Committes s chared by Strone Macpherson and the members compnse Sheila Forbes, Tim Stevenson, Dawd Thompson and the
chief executive The Committee deals with appointments to the Board, monitors potential conflicts of interest and reviews annually the
independence of the non-executive directors The Committee s responsible for proposing candidates for appomntment to the Board having regard to
the balance and structure of the Board Sutable candidates for non-executve mles have in the past been identfied by use of external recrutment
consuftancies, and the Commitiee would expect to use a similar process In the future

Remuneration Committee
The Remuneraton Committee s charred by Tim Stevenson and the members compnse Sheda Forbes and David Thompson The charman s not a
member of the Committee but he 15 invited to attend all committee meetings

The Committee meets at least twice & year and on behalf of the Board sets the remuneration packages for the directors, including basic salary,
bonuses and other compensation payments The Commuittee ratifies policy and framework proposals made by executive directors in respect of the
remuneration for semor executives within the Group The Commitiee 1s assisted by the company secretary and takes advice as appropnate from
external advisers The remuneration report is sgt out on pages 34 to 37

Attendance at Board and Committee meetings

Board/Committes name Board* Audit Nomunaticn Remuneration Current rote

Number of mestings In year 10 3 1 5

Number of meetings attencled by members

Strone Macpherson 10 n/a 1 nfa  Charman of Board and Nomination Committes

Henry Pitman’ 10 n/a 1 nfa  Non-executne director

Peter Martin? 10 n/a n/a nfa  Chief executive

Simon Lawion 10 n/a n/a nfa  Executve Group finance director

Sheila Forbes 8 3 1 5  Non-executive drector

Tim Stevenson 10 3 1 5  Non-executive director, charman of Remuneration Committee
Dawd Thempsen 10 3 1 4 Non-executve director, charman of Audt Committee

Nate excludas unschaduied or purely adminstrative mestings
1 H Pitman resigned as chief axecutive on 4 June 2007 and was appointad a non executve director on the same date
2 P Martin was epponted chief executive on 4 June 2007

Maimntenance of a sound system of intema! control
The directors undertake a penodic review of the effeciveness of the Group’s system of internal controls using a common strategic nsk framework

The Group's assessment includes a review of the major financial and non-financial nsks to the business and the corresponding internal controls
The output 1s continuously reviewed by the executive drectors to enhance further the internal control and nsk management culture of the Group
throughout its subsidianes Clear responsibifities have been allocated for key nsk areas such as acquisibons, human resources, treasury, capial
expenditure, insurance and information technology Other nsks fall within the scope of the Audit, Remuneration and Nomination Committees as
appropnate No potential 1Issues warranting disclosure In the accounts have been identified

The executve directors will review these action plans on a regular basis to ensure that the Board's plans for improvement are being implernented
and that the outputs of the strategic nsk assessments remain relevant to the Group A review will be camed out and an action plan prepared for all
new acquistions as part of the integration process The action plans and their ongoing review form a process for identifying, evaluating and
managing nsks faced by the Group Such a process has been In place for the year under review and up to the date of approval of the audited
financial statements and conforms to the requirements of the Turmbull guidance

Review of effectiveness of internal control

The directors are responsible for the Group’s system of internal control and for reviewing its effectiveness Such a system Is designed to manage,
rather than elimuinate, the nsk of fallure to achieve business objectives In establishing and reviewing the system of intemal control, the directors have
regard to the matenality of relevant nsks, the likelihood of a loss being iIncurred and the costs of control It follows that the system of internal control
can only provide reasonable and not absolute assurance against the nsk of matenal misstatement or loss

In addition to the process of assessment of internal control and the montonng of the effectiveness of iInternal financial control by the Audit
Commmittes, explained above, the process used by the Board to review the effectiveness of the system of intemal controls includes the following

Controf environment

The directors are committed to maintaning a control-conscious culture across the Group whilst allowing the business streams sufficient autonomy

to manage and develop therr businesses This 1s communicated to all employees by way of regutar management bnefings. traming and mentonng

An organisational structure 1s in place withun which the business can be planned, controlled and monitored This stiucture includes appropnate wntten
detegation of authonty, physical controls and procedures such as authonsation imits and segregation of duties The business stream chief executives
and managing directors regularly review therr responsibilities and comphance with the Group’s policies and procexiures The Group operates a
quarterly letter of representation reporting framework for operating companies’ chief executives/managing directors and finance directors/controllers to
assess and report on the adequacy of internal financial controls and completeness and accuracy of the management accounts
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Financial reporting

There is a comprehensive systam of finanaal reporting to the Board based on an annual budget prepared in Ine with the Group's strateqie plan and
formally adopted by the Board, quarterty rofing forecasts and monthly reporting of financial and operating results Budgets and plans are prepared
at the indmdual business unit level and summansed at business stream and group level Key cperational performance indicators including weekly
cash flow forecasts, and dally cash balances, are continucusly monrtored by the executive and business stream directors

Group procedures manual

Responsibility levels are communicated throughout the Group as part of the Group procedures manual, which sets out delegation of authonty and
authonsation levels and other control procedures, together with accounting and reporting procedures The manual 1s updated regularty and has
been dunng the year to take account of new Accounting Standards, performance cntena, operational effectiveness, investment retums and other
regulatory requirements  All senior finance professionals are prowided with training and guidance to ensure that the current and future needs of the
Group are met

Shareholder relations

The chief executve and Group finance director are the Group's principal spokesmen with investors, analysts, fund managers, the press and other
merssted parties Access s avatable to the charman and/or the semior iIndependent drector and other non-executive directors if this 1s required
The chaiman has met with pnncipal shareholders i the year under revew The full Board 1s kept informed about shareholder relations and in
particular the senior independent director 1s kept informed of the views of major sharehotders This 1s dene by a combination of reports to the Board
on meetings held and feedback to the Board from the Group's financial adwsers The Group holds bniefing meetings with analysts and institutional
shareholders, usually following the interim and final results announcements, to ensure that the investing community recerves a balanced and
complete view of the Group’s perfoermance and the ssues faced by the business

The Group reports formally to all shareholders twice a year when its half year and full year results are announced The Annual General Mesting 1s
attended by al directors, and pnvate investors are encouraged to participate In the meeting

These results and all other Stock Exchange announcemment infarmation are avadlable on the Group's website We are aware that a growing number
of shareholders are taking advamage of improvements in technology and accessing the wealth of information on corporate websites Recent
changes in legislation mean that, subject to the necessary authonty being obtained at the forthcoming Annual General Meeting, i future we will be
abie to offer electronic copies of the Report and Accounts, Notice of Annual General Mesting and other documents addressed to shareholders

Going concern

After making due enqumes and following the successful sale of Mercury Health, the directors have formed a judgement that there 15 a reasonable
expectation that the Group has adequate resources to continue m operational exastence for the foreseeable future For this reasan, the directors
continue to adopt the going concern basis in prepanng the financial statements
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Remuneration report

Introduction

The remuneration report has been prepared In accordance with the Directors” Remuneration Report Regulations 2002 {the "Regulations’) The report
also mests the relevant requirements of the Listing Rules of the Financial Services Authonty and descnbes how the Board has applied the Principles
of Good Governance relating to drectors’ remuneration As required by the Reguiatrons, a resolution 10 approve the report will be propesed at the
Annual General Meeting of the company at which the financial statements wall be approved

The Regutations require the audttors to report to the company's members on the 'audiable part’ of the remuneration report The report has
therefore been dmded Into separate sections for audited and unaudited information

Information not subject to audit

Composition and terms of reference

The Commuttee 1s compnsed of three independent non-executive directors Sheila Forbes, Dawd Thompson and Tim Stevenson (Chairman) it
operates in accordance with written termms of reference which are determined by the Board and take account of best practice and the requirements
of the Combined Code The terms of reference will be available at the Annual General Meeting

Adwisers to the Remuneration Committee
Dunng the year under review the Committes commuissioned and receved advice on remuneration matters from New Bndge Street Consultants

Remuneration policy
The key objective of the Group’s policy on executive directors’ remuneration is that the overall package should be sufiiciently competitive to attract,
rstain and motivate high quality executives to achieve the Group’s business objectives and reward them for enhancing shareholder value

The package consists of basic salary, benefits, share options, perforrnance related bonuses and pension contnbutions In ing with the Group's growth
strategy. a significant proportion of the package i1s based on performance and dependent upon the achievernent of growth in adjusted diuted
earnmgs per share For certan LTIP awards made in April 2007 the performance measures also mlate to the company's share pnce performance

The Group has a range of share Incentive plans in place to provide the necessary mechanisms for employees and executve directors to participats
in the long term success of the Group

The Committee believes that the schemes align the interests of key employees, as well as all staff generally, with these of shareholders

Non-executive directors

The fees for non-executive directors are determined by the Board and are reviewed penodically They do not participate i any bonus scheme, shara
option scheme, pension scheme or recens any other benefits However, Henry Pitrnan (who became a non-executive director in June 2007)
continues te participate In a sharesave contract which commenced while he was an executive director

Executive directors
A summary of each element of the executve directors’ remuneration Is set out below

Basic salanes and benefits
Basic salanes and benefits are datermined by reference to market levels for smmilar jobs in comparable companies based on independent surveys
Salanes are reviewed annually at the start of each financia! year and when an indwidual changes position or responsibity

Benefits {normally a car allowancs, pension, permanent health cover, private medical insurance and a death In service benefit of four imes salary)
are set at a comparable level with those granted to executives at a similar level in like companies

Perforrnance related bonuses

Bonus enttlement 1s a contractual calculation set out In each director's service agreement and 1s based on the growth in the Group's adjusted
diluted earnings per share but, in all cases, subject to the ovarnding discretion of the Remuneration Committee The terms are reviewed and
determined annually The threshold earnings par share target 15 adjusted each year to the audited figure disclosed in note 13 Bonus payments are
made if the threshold target is exceeded, and for specific directors there 1s also an element of the total bonus that 15 dependen? upon performance
measured against personal targets The total contractual bonus 15 subject to a fixed maximum of 75 per cent of mdmdual’'s basic salary Bonus
payments do not form parnt of salary for pension purposes

In addtion to any contractual bonus entitlement, the Committee has the discretion to make ad hoc bonus payments, on such terms and subject to
such performance or other targets as it sees fit Typically, an ad hoc bonus payment could be made to reflect exceptional performance

Any bonus payments relating to the year under review are detaled in the remuneration report on page 36 In respect of the year under review,
contractual bonus payments in part were achieved by two directors for achieving personal targsts The base threshold was not met for the adjusted
earnings per share target In additton, in kne with the policy descnbed above, bonus payments were also made to Peter Martin i his capactty as
chief executive of Mercury Health In the year under review, he receved his entitlement to a bonus under the Mercury Health senior managament
profit share scheme, and also an ad hoc bonus reflecting Mercury Health's success in winring major contracts

Executive directors’ service contracts
It 1s Group policy to fix notice penods for exequtve directors for a penod of no more than 12 morths The Committee believes that the entitlernent
of directors to the secunty of 12 months notice of termination of employment 15 in ine with practice In many comparable compantes

Copies of each director’s service agreement will be available for inspection at the Annual General Meeting

The Committee aims always to deal faity with cases of temmunation, whilst attemptng to it compensation The serce agreements make
allowance for spectfic amounts of compensation that may become payable in the event of early temmination of contracts i onder to enable the
Committes to respond appropnately to particular circumstancas
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Details of serace agreements and notice penods are as follows

Effective Expiry/ Notice period Notice period

date of retirement for compary for directors

Name of director contract date {months) {months)

S M Lawton 08 02 2001 Cngoing 12 12

P J Martin 2506 2001 Ongaing i2 12

H J Pitman 08 02 2001 Terminated i2 12
04 06 2007

Non-executive directors’ contracts
Nen-executive directors have a three-month notice penod and no compensation or other benefits are payable
Detais of ther agreements and notice penods are as follows

Effoctive Expiry/ Notice period Natice period

date of i nt for ANy for directors

Name of director comtract date {manths} {months)
S M Forbes™ 2505 2004 2007 AGM 3 3
P S 8 Macpherson 10 03 2004 2007 AGM 3 3
T E P Stavenson 25 05 2004 2007 AGM 3 3
D G F Thompson 22 03 2004 2007 AGM 3 3
H J Piman*= 04 06 2007 2007 AGM 3 3

* 8 Forbas will not seek re election at the Annual General Meeting on 3 September 2007
* HJ Ptrman was apponted a non-executve director on 4 June 2007

Current share incentive schemes

The Group currently operates five share incentive schemes two employee share option schemes (‘option schemes'}, a long term incentive plan
('LTIP), a savings related share option scheme (*SAYE') and a share incentive plan ('SIP) The execuiive schemes were established to provide a
continuing incentrve for executive directors and selected key employees

)

Option schemes

There are two employee share option schemes the Tribat Group plc Employee Share Option Scheme ('the PLC scheme’) and the Tribal
Haldings Limited Employee Share Option Scheme ('the Limited scheme’) The Lirmited scheme was used to grant options prior to admission on
AM Options can no longer be granted under the Limited scheme

At the discretion of the Committee, grants are normally made under the option schemes on an annual basis Such grants are subject to scheme
Iimtts, and in particular there i1s a cap of £30,000 on the market value of tax approved options Both the option schemes contain HMR&C
approved and unapproved parts

The exercise of options granted under the option schemas is conditional on the annual growth In adjusted diuted eamings per share exceeding
the nise In the retall pnces index (‘RPI’) +8 per cent compound over the two-year penod from grant Options commence vesting after the
publication of results at an equal amount (1/24th) over a further two-year penod Options are exercisable In one tranche between four and ten
years from the later of the date of grant and the results announcement date

LrieP
The plan was designed to provide an incentive for selected executve directors and senior key employees

Two changes to the plan were effected in 2003 following approval at that year's Annual General Mesting The total length of the award penod
was reduced from five years to four years, and participants are able to acquire free koyalty shares

Awards from 18 September 2003 under the LTIP compnse of two elements

a anid cost option over ordinary shares, referred to as ‘performance shares’, which participants will be able to acquire on a fully vested basis
at the end of a three-year performance pencd, subject to satisfying the performance targets

The performance target 1s linked to the growth N adjusted diluted earnings per share exceeding the annual growth in the RPI over the
three-year penod from grant Far awards granted to 31 March 20085, vesting will be on a straight hne basis with zero per cent «f the annual
adusted diluted earnings per share growth s less than RPI +10 per cent compound, up to 100 per cent if the annual adjusted diuted
earnings per share growth 18 equal to RPI +20 per cent compound or more, for awards granted after 31 March 2005 the growth rates are
RPI +4 per cent and RPl +12 per cent respectively Under the LTIP schems rules, alternatve or addimonal performance targets may be
apphed The Committee will use this power If it considers this appropnate, and

b ani cost option over addtional ordinary shares, referved to as ‘loyalty shares’, which participants will be able to acquire at the end of a
holding penod of one year, subject to remaining N employment

The number of loyalty shares that can be awarded to any participant will be 25 per cent of the number of performance shares which vest In
tavour of each participant at the end of the performance penod

In the year under review LTIP awards were made to the executive directors, as detaled n the note on page 37

SAYE

The Group's HMR&C approved SAYE scheme 1s open to all employees and directors who have been in continuous service for such minimum
penod as 1s determuned by the Committee  Eligible employees may save up to £250 per month under a three year SAYE contract and then
apply the savings to buy shares in the Company

The aption price for grants pnor to 2005 was set at 20 per cent below the market value at the date of grant However there was no discounted
option pnce for the SAYE contracis entered into in January 2005 and January 2006, and participation had to be scaled back because of
pressures on avallabte shares for use by the scheme In the light of these pressures the Committee has deaded that there may be limited future
SAYE contracts
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Remuneration report continued

4 SiP
At the 2005 Annual General Meeting the Company proposed and shareholders approved the establishmenit of a new all-employee
Share Incentive Plan

The SIP 15 HMR&C appraved It currently prowdes all employees with the opportunity to acquire 'partnership shares’ In a tax-efficient manner

Performance graph
The following graph compares the value of an investment of £100 in Tnbal Group plc shares with an nvestment in the FTSE All Share Index and the
FTSE Support Services Index over five years from 31 March 2002

The Committee believes that this companson provides a clear picture of how the company has performed relative to both a wide range of
companies In the UK and also a specific group of companies in the same sector
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A £100 investrment in Tnbal shares on 31 March 2002 would be worth £37 compared to £128 for an investment i the FTSE All Share Index or £106
for an Investment in the FTSE Support Services Index as at 31 March 2007

Information subject to audnt

Directors’ remuneration
The remuneration of Individual directors was as follows

Performanca
Salary related Penslon 2007 2006
or fees bonus Benefits costs Total Total
£000 £000 £'000 £'000 £000 £ 000

Chawrman
P S S Macpherson 100 - - - 100 100
Executive directors
H J Ptman 275 - 1" 33 319 451
S M Lawton 180 16 10 22 228 296
P J Martin 200 o8 10 24 332 312
Non-Executive directors
8 M Forbes 25 - - - 25 25
T E P Stevenson 35 - - - a5 35
D G F Thompson 35 - - - 35 35
Aggregate emoluments 850 114 31 79 1,074 1,254

Durning the year, Peter Martn served as a non-executive director of WIN pic The Board has agreed that he shoud be allowed to retain the director’s
fees paid to him by WIN plc, which dunng the year were £22,000 (2006 £20,500)

On 26 Apni 2007 Peter Martin recerved an ad hoc bonus payment of £135,700 as part of a transaction bonus arrangement established by the
Remureration Committes for the Mercury Health sentor management team, which related any bonus paid to the sale price achieved for Mercury Health
This was regarded as a related party transaction in the context of the Group's disposal of its investment in Mercury Health and was referred to in the
circular ssued to shareholders betore their approval of the transaction  The Committee believes that a transaction bonus was necessary In order to
ncentvise the Mercury Health management team to maxirmuse the benefits to the Group from this transformational corporate transaction
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The interests of drectors in share options were as follows

At At Exorcise Date
31 March 31 March price from which Expiry
2008 Granted Lapsed Exercised 2007 £ axercisable date

H J Pman
SAYE schems 3,289 - - - 3,289 £144 01 03 2008 01 082008
LTIP 120,250 - - - 120,250 £nil 3006 2008 3009 2009
LTiP - 137,868 - - 137,868 £rul 3008 2010 30409 2011
S M Lawton
Limited scheme 18,744 - - - 18,744 £133 3006 2003 23 01 2011
PLC scheme 45 444 - - - 45,444 £165 3006 2003 07 02 201
LTIP 90,909 * - - (90,909 - gl 3103 2008 30 09 2006
SAYE schems 945 - (945) - - £200 01 02 2006 0108 2006
LTIP 77,940 - - - 77,940 Erul 3006 2008 3002 2009
Lne - 90,241 - - 90,241 enil 3006 2010 3009 2011
P J Martin
PLC scheme 40,000 - - - 40,000 £283 3006 2003 26 06 2011
LTIP 60,000 * - - (60,000 - £l 3103 2006 30 09 2006
LTIP 77,940 - - - 77,940 £l 3006 2008 30 09 2000
SAYE scheme 2,422 - - - 2,422 £193 01 03 2009 01 09 2009
LTiP - 100,267 - - 100,267 £nil 30086 2010 3009 2011

There have been no vanations to the terms and conditions or performance cntena for share options dunng the financial year The LTIP awards
marked with an astensk () relate to a five-year penod and do not qualfy for any loyalty shares as the awards were granted prior to the changes
passed at the Annual General Meeting on 19 September 2003 The performance critena for these awards have been achieved and they were fully
exercised by Simon Lawton and Peater Martin dunng the year

LTIP awards were granted during the year to Henry Pitman, Smon Lawton and Peter Martin The market value of Tnbal Group plc shares at the date
of grant was €1 87

Options granted under the SAYE schemes are not subject to performance cntena The performance criteria, as detalled on page 35, have been met
for the Limited Scheme and the PLC scheme as far as these awards relate to Simon Lawton and Peter Martin

The market value of the Company's shares at the year end was £1 22 The fighest market value during the year was £2 26 and the lowest market
value £1 10

Directors’ interest in shares of Tribal Group plc
The directors who held office at the end of the financial year had the following interests in the shares of the Company according to the register of
drrectors' interests

Interest at Interest at

end of year start of year
H J Pitman 11,691.871* 11,601,871*
S M Lawton 663,484 600,724"
P J Martin 380,888 375,888
P 8 8 Macpherson 50,000 50,000
T £ P Stevenson 26,000 26,000
D G F Thompson 217,500 17,500
S M Forbes nil nil

* Of these, 1,200 000 erdinary shares are hald by hig wife and 811,760 oriinary shares by the trustees of the Henry Pitman 2001 Accumulation and Manterance Trust
** Of these, 20,00 ordinary shares are hald by tus wife

*** Of these, 25 000 omdinary shares ara hald by membaers of his family

*+ Of thesa 17,500 ordinary ghares ara held by memibers of his family

Drrectors’ retrement benefits
All of the executive directors’ pension amangements are of the defined contnbution type No pension amangements are provided for non-executive directors

During the year the company made employer contributions of 12 per cent of basic salary mto the company’s defined contnbution scheme or
equivalent personal pension pian

Approval
This report was approved by the Board of directors on 4 July 2007 and signed on tts behalf by

T =

R Homineraten Commitee
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Statement of directors’ responsibilities

The directors are responsible for prepanng the annual report, directors’ remuneration report and the financial statements i accordance with
appiicable law and regulations

Company law requwes the directors to prepare financial statements for each financal ysar The directors are required by the IAS Regulaton to prepare
the Group financial statements under International Financal Reporting Standards (IFRS) as adopted by the European Urion The Group financial
statements are also required by law to be property prepared in accordance with the Companies Act 1985 and Aticle 4 of the (AS Regulation

International Accounting Standard 1 requires that IFRS financial staterments present fairly for each financial year the company's financial postion,
financial performance and cash flows This requires the fathful representation of the effects of transactions, other events and conditions in
accordance with the definihons and recognition critena for assets, llabiities, income and expenses set out In the International Accounting Standards
Board's ‘Framework for the preparation and presentation of financial statements’ tn vintually all crecumstances, a far presentation will be achieved by
comphance with all applicable IFRS However, directors are also required to

m  select and apply accounting policies property
® present information, including accounting policies, in a manner that provides relevant, refiable, comparable and understandable information

8 provide addiional disclosures when compliance with the specific requirements in IFRS are insufficient to enabla users to understand the Impact
of particular transactions, other events and candibons on the entity's financial posmion ard financial performance

The directors have dlected to prepare the parent company financtal statements in accordance with United Kingdom Generally Accepted Accounting
Practice {United Kingdom Accounting Standards and applicable law} The parent company financial statements are required by law to give a true
and far view of the state of affairs of the company In prepanng these financial statements, the directors are required to

a select sutable accounting pohicies and then apply them consistently
& make jJudgments and estimates that are reasonable and prudent

w state whether apphcable UK Accounting Standards have been followed, subject to any matena! departures disclosed and explained in the
financial statements

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any tme the financial position of the
company and enable them to ensure that the parent company financial statements comply with the Companies Act 1985 Thay are also responsible
for safeguarding the assets of the company and hence for taking reasonable steps for the prevention and detection of fraud and other iImegulanties

The directors ars responsible for the maintenance and integnty of the corporate and financial nformation included on the company’s website
Legslation in the United Kingdom governing the preparation and dissemination of financial statements may differ from legislation in other unsdictions
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Independent auditors’ report to the members
of Tribal Group plc

We have audited the Group financial statements of Tnbal Group pic for the year ended 31 March 2007 which compnse the consolidated income
statement, the consolidated balance sheet, the consolidated cash flow statement, the consolidated statement of recognised income and expense
and the related notes 1 to 41 Thess Group financial statements have been prepared under the accounting policies set out therein We have also
audited the information in the directors’ remuneration report that 1s described as having been audited

We have reported separately on the parent company financial statements of Tnbal Group ple for the year ended 31 March 2007

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

Respective responstbilities of directors and auditors

The directors” responsibilities for prepanng the annual report, the directors’ remuneration report and the Group financial statements In accordance

with apphcable law and International Financiat Reporting Standards (IFRS) as adopted by the European Urion are set out in the staternent of i
directors’ responsiolities

Qur responsibilty 1s to audit the Group financial staterments in accordance with relevant legal and regutatory requirements and International
Standards on Auditing {UK and Ireland)

We report to you our opinion as to whether the Group financial statements give a true and far view, whether the Group financial statements have
been property prepared in accordance with the Comparses Act 1985 and Article 4 of the IAS Regulation and whether the part of the directors’
remuneration report descnbed as having been audited has been properly prepared in accordance with the Companies Act 1985 We also report to
you whether, In our opinion, the informaton given in the directors’ report 1s conststent wath the Group financial statements  The information given in
the directors' report includes that specific information presented in the business review that 1s cross referenced from the business review section of
the directors’ report In addition, we report to you if, In our opinion, we have not receved all the Information and explanations we require for our
audit, or if Information specified by law regarding directors’ remuneration and other transactions 1s not disclosed

We review whether the corporate governance statement reflects the company's compliance with the nine prowisions of the 2003 Combined Code
specified for our review by the Listing Rules of the Financial Services Authority, and we report if it dces not We are not requred to consider whether
the Board’s statement on nternal control covers all nsks and controls, or form an opirien on the effectiveness of the Group's corporate governance
procedures or its nsk and conirol procedures

Wa read the other smformation contained in the annual report as descnbed n the contents section and consider whether 4 1s consistent with the
audited Group financial statements We consder the implications for our report f we become aware of any apparent misstatements or matenat
Inconsistencies with the Group financial statements Qur responsibilities do not extend to any further information outside the annual report

Basis of audit opinion

Wa conducted our audit in accordance with International Standards on Audiing (UK and ireland) issued by the Auditing Practices Board An audit
includes examination, on a test basis, of avidence relevant to the amounts and disclosures In the Group financial statements and the part of the
directors’ remuneration report to be audited It also includes an assessment of the significant estmates and judgements made by the directors in
the preparation of the Group financial statements, and of whether the accounting policies are appropnate to the Group's circumstances, consistently
appled and adequately disclosed

Wa planned and performed our audit so as to abtain all the information and explanations which we considered necessary In order to provide

us with sufficient evidence to give reasonable assurance that the Group financial statements and the part of the directors’ remuneration report

to be audiied are free from matenal misstatement, whether ¢aused by fraud or other irregulanty or eror In forming our opinion we also evaluated
the overall adequacy of the presentation of information in the Group financial statements and the part of the directors’ remuneration report to

be audited

Opinion
In our opinton

s the Group financial statements give a true and far view, i accordance with IFRS as adopted by the European Union, of the state of the Group's
affairs as at 31 March 2007 and of tts loss for the year then ended,

» the Group financial statements have been properly prepared in accardance with the Companies Act 1885 and Article 4 of the |AS Regulation,

= the part of the directors’ remuneration report descnbed as having been audited has been properly prepared n accordance with the Companies
Act 1985, and

a the mformation gven in the directors’ report 1s consistent with the Group financial statements

Nowda U

e agj'k

Deloitte & Touche LLP

Chartered Acceountants and Registered Audrtors
Bnstol, United Kingdom

4 July 2007

Notes An audrt does not prowde assurance on the maintenance and integnty of the website, ncluding controls used to achieve this, and n
particular on whether any changes may have occurred to the financial statements since first published These matters are the responsibility of the
diractors but no control procedures can provide absolute assurance in this area

Legislation in the United Kingdom governing the preparation and dissemination of financial statements differs from legrslation in other junsciictions
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Consolidated income statement

for the year ended 31 March 2007

Financial statements

Group Goup
exciuding excudng
Mercury Mercury 2007 Mercury Mercury 2006
Health Health Total Heaith Heatth Total
Note £'000 £000 £4000 £000 £000 £000
Contmuing operations
Turnover 234,462 37,795 272,257 245347 14,580 259,897
Direct agency costs {40,406) - (40,406) {45,103) - (45,103
Revenue 3 194,056 37,795 231,851 200,244 14,550 214,794
Cost of sales {114,633) (19,975} {134,608) (115,358} (6,650} (122,008)
Gross profit 79,423 17,820 97,243 84,886 7.900 92,786
Administrative expenses before amortisation
of IFRS 3 intangibles, goodwill impairment,
share option costs and Mercury Health
disposal costs (64,957) {14,035) (78,992) (62,284} (6,424} {68.708)
Operating profit before amortisation of
IFRS 3 intangibles, goodwill impairment,
share option costs and Mercury Health
disposal costs 14,466 3,785 18,251 22,602 1,476 24,078
Share opbon costs 27 (4) {6) (10) {446) 3} {449}
Amortisation of IFRS 3 intangibles 15 (320) - {320) 316} - {316}
Goodwill mpairment 14 {14,429) - {14,429) - - -
Mercury Health disposal costs 8 - {3,300) {3,300) - - -
(14,753) {3,306) (18,059) {762) (3 {765}
Total administrative expenses (79,710} {17,341) {97,051) {63,046} (6,427} {69,473)
Operating {loss)/profit {287) 479 192 21,840 1,473 23313
Investrment revenues g 1,225 285 1,510 394 52 448
Finance costs 10 {5,279) {2,561) {7,840) (5,197) (1,080) (6,287)
{Loss)/profit before tax {4,341) {1,797) {6,138) 17,037 435 17.472
Tax 1 {2,846) 376 (2,470) (5,595} 941 (4.654)
{Loss)/profit for the year from
continuing operations 5 {7,187} {1,421) {8,608) 11,442 1,376 12,818
Attnibutable to
Equrty holders of the parent {7,958) {1,421} {9,379) 11,168 1,376 12,544
Minonty interest 32 k! - 77 274 - 274
{7,187) (1,421} (8,608) 11,442 1,376 12,818
Eamings per share from continuing operations
Basic 13 {9 8)p {1 Np {11 5)p 14 4p 18p 16 2p
Diluted 13 {98)p (17p {11 5)p 137p 17p 15 4p
Adjusted basic before amortisation of
IFRS 3 intangibles, goodwll mpairment,
share option costs, financial instrument
{credit)/charge and Mercury Health
disposal costs 13 81p 2.3p 104p 18 3p 18p 181p
Adjusted diluted before amortisation of
IFRS 3 intangibles, goodwill mpaiment,
share option ¢osts, financial nstrument
{credit)/charge and Mercury Heaith
disposal costs 13 80p 2.3p 10.3p 155p 17p 17 2p
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Consolidated balance sheet

at 31 March 2007

Note 2007 2006
£000 £000
Non-current assets
Goodwill 14 192,099 206,392
Other intangible assets 15 3,786 3,255
Property, plant and equipment 16 45,056 41,162
Investments 17 149 151
Amounts recoverable on contracts 18 11,833 8,082
Deferred tax assets 26 772 823
253,695 259,865
Current assets
Inventones 19 1,298 1,130
Trade and other recewables 20 63,205 59,126
Amounts recoverable on contracis 18 2,840 2327
Cash and cash equvalents 33,483 22,615
Collateralised cash 21 949 1,392
101,775 86,590
Total assets 355,470 346,455
Current labilities
Trade and other payables 22 {81,499) (69,788}
Tax labilties {2,742) 5,399)
Obligations under finance leases 23 (s8) {78}
Bank loans and loan notes 24 {5,530} (2,907}
Provisions 25 {450) {150}
Shares to be 1ssued 33 {489) {6,102
(90,808) {84,424)
Met current assets 10,967 2,166
Non-current habilities
Bank loans 24 (102,307) {96,556)
Pension liabities 35 (1,436) (1,977
Deferred tax labilties 26 {2,358) (939)
Obligations under finance leases 23 (327} (351)
Shares to be 1ssued 33 - (135)
(106,428) (99,958)
Total ltabilmhes {197,236) (184,382)
Net assets 158,234 162,073
Equity
Share capital 28 4,234 4,008
Share premium account 29 74,633 80,771
Other reserves 30 67,823 60,936
Retained earnings 31 9,941 15,173
Equity atinbutable to equrty hotders of the parant 156,631 160,888
Minonty interest a2 1,603 1,185
Total equity 158,234 162,073

Notes 1 to 41 form part of these financial statements

Thess financial statements were approved by the Board of drrectors and authonsed for 1ssue on 4 July 2007 and were signed on 1ts behalf by

BNoA- v

Peter J Martin Simon M Lawton
Director Director
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Consolidated cash flow statement

for the year ended 31 March 2007

Financial statements

Note 2007 2006
£000 £1000
Net cash from operating activihes 35 24,280 26,194
Investing activihies
Interast recened 1873 446
Proceeds on disposal of investments 2 -
Proceeds on disposal of property, plant and equipment 213 34
Purchases of property, plant and equipment — excluding Mercury Health {4,622) (4,039)
Purchases of property, plant and equipment - Mercury Health {7,674) (26,569
Purchases of property, plant and equipment {12,196) (30,608)
Expenditure on product development {1,564) {1,048
Acquisiions (deferred consideration and munonty interests) (556) {3.642)
Net cash outflow from mvesting activities {12,228) (34,818)
Fmancing actrvities
Interest pawd {7,905) {7.524)
Equity dwvidend paid {2,685) {2,362)
Ddends to minorties (95) -
Issue of shares 487 304
Repayment of borrowings {2,352) (15,400)
Repayments of obligatiens under finance leases (83) 57)
New bank loans 10,576 31,538
Movements in collateralised cash 443 133
Purchase of own shares {105) {1.668)
Loan to third party 535 {535)
Net cash (used in)/from financing activihes {1,184} 4,429
Net increase/{decrease) in cash and cash equivalents 10,868 4,195)
Cash and cash equivalents at beginning of year 22,615 26,810
Cash and cash equivalents at end of year 33,483 22,615
Notes 1 to 41 form part of these financial statements
Consolidated statement of recognised
iIncome and expense
for the year ended 31 March 2007
Nots 2007 2006
£°000 £ 000
Actuanal ganvloss) on defined benefit plans 35 436 (594)
Transfer to cash flow hedge msarve 30 1,184 51
Deferred tax 26 {489) 163
Net iIncome/{expense) recognised directly to equity 1,141 {380)
{Lossyprofit for the year {8,608) 12,818
Total recognised income and expense for the year {7,467) 12,438
Attributable to
Equity holders of the parent (8,238) 12,164
Minonty interest m 274
(7,467) 12,438

Notes 1 to 41 form part of these financial statements

42 Tnbaf Group plc Report and Accounts 2007




Notes 1o the financial statements

1. Accouniting policies

Basis of accounting
The financial statements on pages 40 to 67 have been prepared In accordance with International Financial Reporting Standards (IFRS) adopted for
use In the European Union

The firancel mformaten has been prepared on the hustoncal cost basts, modified to nclude the revaluaton of certain fied assets and financial msruments

The accounting policies adopted in the preparation of the consolidated financial statements are consistent wath those followed in the preparation of
the Group's annual financial statements for the year ended 31 March 2006 In the current year, the Group has adopted all of the new and rewsed
standards and interpretations thal are relevant to s operations and effective for the cument annual reporting period This adoption had no financial
impact on the financial statements

Basis of consohdation
The consolidated financial statements incorporate the financia! stalements of the comparny and all its subsidiary undertakings made up to 31 March
each year

All Intra group transactions, balances, income and expenses are elminated on consolidation

Revenue and tumover recognition

Turnover compnses the gross amounts billed to clients in respect of commission-based income together with the total of other fees eamed
Revenuea compnses commission and fees earned in respect of turnover and 15 measured at the far value of the consideration denved from the
provision of goods and senices to third party customers in the normal course of business Turnover and revenue are stated exclusive of VAT, sales
tax and trade discounts The particular recognition policies apphed are

» Consuttancy — on performance of the contracted senvices,

® Coursss, tranmg and software support and maintenance services — over the provision of the related semvces,
m  Product sales - on delvery of the related goods,

® Permanent recnatment — on perfonnance over the search and selection pencd,

a  Temporary recrutment - whan the recruit joins the organisation,

m  Recrutment advertising - when the advertisement 1s placed, and

u  Healthcare services — see below

Direct agency costs compnse media payments and production costs In respect of commussion based income Cost of sales includes the direct
expenditure incurmed in providing the goods and services descnbed above, including the cost of associates and the salary costs of employed fee
earmers Administratve expenses include the salary cost of non-fee earners

Interest income Is accrued on a time basis, by reference to the pnncipal outstanding and at the effective intersst rate applicable

Healthcare services

The principal actmity of Mercury Health is the delivery of healthcare senvices to supplement existing NHS capacity These services principally relate to
delivery of contracts within the pubtic sector The delverables under these contracts ars the design, constructon and commissioning of surgical and
diagnostic treatment ¢entras and their subsequent operation over an inmial five year penod Revenue 15 in the form of mimmum guaranteed
payments In respect of the provision of these facilities and a vanable element in respect of the number of day-care patients trsated Revenue from
healthcare seraces Is recognised as follows

a Revenus In respect of the provision of facilities 1s recognised evenly over the related contract term (typically five years) commencing on the date
that capactty 15 made avalable by the successful commissioning of the respective treatment or diagnostic centre, and

» Vanable revenue in relation to patient treatments 1s recognised on the discharge of day-cars patients back to NHS care

Business combinations

On acquisttion, the assets and labilities and contingent labilites of a subsidiary are measured at therr far valugs at the date of acquisition Any excess
of the cost of acquisition over the farr values of the identifiable net assets acquired is recognised as goodwill Ary deficiency of the cost of acquisiion
below the far values of the idenufiable net assets acquired 1s credited to income and expense i the penod of acquisiion

The interests of minonty shareholdings are stated at the minonty's proportion of the fair values of the assets and habifites recogrised Subsequently,
any losses applicable to the minonty interest In excess of the minonty interest are allocated against the interast of the parent

On acquistion of minonty shareholdings, any excess of consideration paid over the canying value of the minonty interest s recognised as goodwilt

The profit or loss on the disposal or closure of a previously acquired business includes the attnbutable amount of any purchased goodwill relating to
that business not previously charged through the profit and loss account

The results and cash flow relating 1o a business are included in the consolidated income statement and the consohdated cash fiow statemment from
the date of acquisiuon or up to the date of disposal
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Notes to the financial statements continued

1. Accounting policies {contiued)

Goodwill
Goodwill ansing on consolidation represents the excess of the cost of acquisition over the Group'’s Interest in the farr value of the dentifiable assets
and habikbes of a subsidiary

Goodwll 1s recogrsed as an asset and reviewed for imparment at least annually Any impairment 1s recogmised immediately m the ncome
statement and s not subsequently reversed *

Where the amount of purchase consideration 1s contingent on one or more future events, the cost of acquistion includas a reasonabile estimate of
the farr value of amounts expected to be payable in the future The cost of acquisition is adjusted when revised deferred consxderation estimates are
made, with consequental adjustments continuing to be made to goodwall until the utimate defemed consideration 1s known

On disposal of a subsidiary, the attnbutable amount of goodwilt 1s included in the deterrination of the profit and loss on disposal

Acquired intangibles

Intangible assets acquired In business combinations are accounted for IN accordance with IFRS 3 ‘Business Combinations® Such intangible assets
are recognised separately d they meet tha cnitena for recognition, and are amortised over therr expected useful economic Ives unless these are
indefinite in whuch case they are reviewed regularly for Impawment in accordance wath [AS 38 ‘Intangible assets'

Impatrment of tangible and intangible assets excluding goodwlll

At each balance sheet date, the Group reviews the camying amounts of its tangible and intangible assets to determine whether there 1s any
nchicahon that those assets have suffered an mparrment loss i any such iIndication exasts, the recoverable amount of the asset 1s estmated in
order to determing the extent of the impamment (if any) Anintangible asset with an indefinte useful Iife 1s tested for impaiment annually and
whenever there 1s an mdication that the asset may be impared

The recoverable amount 1s the higher of farr value less costs to sell and the value in use The estimated future cash flows are discounted to ther
present value using a pre-tax discount rate that reflects current market assessments of the time value of money and the nsks specific to the asset
for which the estimates of future cash flows have not been adjusted

if the recoverable amount of an asset (or cash-generating unit) 15 estmated to be less than its cammying amount, the carmying amount of the asset
{cash-generating unit) Is reduced to ts recoverable amount An impairment loss 15 recognised as an expense immediately, unless the relevant asset
Is carned at a revalued amount, In which case the impawrment loss 1s treated as a revaluation decrease

Except for goodwill, where an impairment loss subsequently reverses, the camying amount of the asset or cash-generating unit 1s Increased to the
revised astimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that would have been
determined had no impairment loss been recogrised for the asset or cash-generating unit i pnior years A reversal of an impairment loss s
recognised as income immediately, unless the relevant asset 1s camed at a revalued amount, n which case the reversal of the imparment loss 1s
treated as a revaluation increase

Business systems

In accordance wath IAS 38, the Group's business systems are treated as an ntangible asset Costs included are those directly attnbutable to the
design, construction and testing of new systems (including major enhancements) from the point of Inception to the point of satisfactory complation,
namely where the probable future economic benefits ansing from the investment could be assessed with reasonable certainty at the time the costs
are incurmed Maintenance and minor modffications are expensed against the iIncome statement as incurred

internally generated intangible assels - research and development cosls
Expenditure on research actnities 1s recogresed as an expense in the penod in which 1t 1s incurred

An intemally generated intangible asset ansing from the Group's product development is recognised only If all of the following conditions are met
® an asset Is created that can be wentified,

m 1t1s probable that the asset created will generate future economic banefits, and

® the development cost of the asset can be measured refiably

Internally generated intangible assets are amortsed on a straight-ine basis over ther useful ives  Where no internally generated intangible asset
can be recognised, development expenditure 1s recognised as an expense in the penod in which 1S incurred

Property, plant and equipment
Property, plant and equipment are stated at cost, net of depreciation and any recognised impaiment loss Depreciation 18 charged so as to write off
the cost of each asset, other than properties in the course of construction, by equal instalmants over their estimated useful economic Ives as follows

Leasehold - Iife of the lease
Fixtures, fitings and other equipment - 15 to 33 per cent

Assets held under finance leasaes are depreciated over their expectad useful lives on the same basis as owned assets or, where shorter, over the
term of the relevant lease

Assets in the course of construction relate to Mercury Health sites and are not depreciated untl brought Into use by the business

Leases

Assets acquired under finance leases are capitalised at ther fair value or, If lower, at the present value of the minsmum lease payments, each
detemuned at the nception of the lease The outstanding future lease obligations are shown in the balance sheet as a finance lease obligation The
finance charges are allocated over the penod of the lease in proporiion to the capital amount outstanding and are charged drectly aganst income

Operating lease rentals are charged aganst income on a straight kne basis over the penod of the lease
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1 Accounting policies (continued)

Borrowing costs

Bommowing costs direclly attnbutable to the construction of qualifying assets and long-term contract costs are capitaltsed as part of the cost of
those assets The commencement of capralisation begins when both finance costs and expenditures for the asset are bexng ncurred and actvities
that are necessary to get the assets ready for use are in progress Capitalisation ceases when substantially all the actities that are necessary to
get the asset ready for use are complete All other borrowing costs are recognised in Income or expense N the penod in which they are incurred

Investment properties
Investment property, which Is property held to earn rentals and/or capital appreciation, is stated at its far value at the balance sheet date Gains or
losses ansing from changes to the farr value of investment property are included in ncome or expense for the penod n which they anse

Investments

Investments are nhially measured at cost, ncluding transaction costs Investments are classified as ether held-for-trading or available-for-sale
They are measured at subsequent reporting dates at cost where they relate to unguoted equity investments where far value cannot be reiably
measured and at far value otherwise

Inventories

Inventones are stated at the lower of cost and net realisable value Cost compnses matenals, direct iabour and a share of production overheads
appropnate to the relevant stage of production  Net realisable value 1s based on astimated seling price less all further costs to completion and all
relevant marketing, seling and distnbution costs

Contract costs

Long-term contracts balances represent costs incurred on specific contracts, net of amounts transferred to cost of sales in respect of work
recorded as revenue, less foresesable losses and payments on account not matched with revenue Contract work in progress 1s recognised as
revenue by reference to the value of work camed out to date

Profits are recognised on long-termn contracts where the final outcome can be assessed with reasonable certainty In calculating this, the percentage of
completion method s used to calcutate the profit based upon the proportion of costs iIncurred to the total estimated costs  Cost includes direct staff,
outlays and an appropnate proporiion of overheads Fult provision 1s made for all known losses immediately such losses are forecast on each contract

Amounts recoverable on contracts are valued at the proportion of the anticipated net sales value of the work done to date, mcluding uncertified
amounis where the directors have satisfied themselves that entitlement has been established less billed on account Advance payments are
included in creditors to the extent that they exceed the related work In progress

Directly attnbutable contract costs in Mercury Health, incurred from the point where there 1s virtual certainty that the contract will be awarded through
to commencement of the contract, are caprtalised and amortised over the contract penod and are also shown as ‘Amournts recoverable on contracts’
Previously, such amounts were disclosed within ‘Inventones’ as long term contract balances and have been reclassfied for the 31 March 2007 financial
statements The amount reclassified for 2006 was £10 4m which 1s spht £2 3m / £8 1m between current and non-cument assets Fhere 1s no other
impact on net assets, profit or cash flows in any penod from thes reclassification All other pre-contract costs are expensed as incurred

Exceptronal items
Exceptional items are matenal tems which denve from events or transactions that fall within the ordinary actvities of the Group and which indnadually
or, if of a similar type, in aggregate, need to be disclosed by wvirtue of thair size or Incidence If the financial statements are to give a true and far view

Retirement benefit costs

The Group operates vanous defined contnbution pension schemes that are established in accordance with employment terms set by the subsidiary
undartakings The assets of these schemes are held separately from those of the Group in iIndependentlty administered funds The amount charged
against profits represents the contnbutions payable to the scheme In respect of the accounting period

As a consequence of certain acquisitions a small number of employees participate i vanous defined benefit schemes The expected cost of
providing benefits 1s determined using the Projected Unit Credit Method, with actuanal valuations being carned out at each balance sheet date
Actuanal gains and losses are recognised In full in the penod in which they occur in the statement of recognised income and expense

Past service cost 1s recogrused immediately to the extent that the benefits are already vested, and otherwise 18 amortised on a straight-ine basis
over the average penod until the benefits vest

The retirement benefit obligation recognised in the balance sheet represents the present value of the defined benefit obligation as adjusted for
unrecognised past service cost, and as reduced by the far value of scheme assets Any asset resulfting from this calculation s imited to past
service cost, plus the present value of avallable refunds and reductions in future contnbutions to the plan

Government grants
Government grants are recognised over the penods necessary to match them with the related costs and are deducted In reporting the related expense

Provisions

Provisions are recognised when the Group has a present obligation as a result of a past event, and 1t 1s probable that the Group will be required to
settle that obhgation Provisions are measured at the directors’ best estimate of the expenditure required to settls the obligation at the balance shest
date, and are discounted to present value where the effect 1s matenal

Operating profit
Cperating profit s stated before investment revenues and finance costs

Share-based payments

The Group has apphed the requirements of IFRS 2 ‘Share-based Payment’ 1o all grants of equity Instruments after 7 November 2002 that were
unvested as of 1 Apnl 2005 No charge 18 made In respect of instruments awarded before this date because under the tenms of IFRS 2 the Group
1s not permitted to apply the standard to these instruments The Group issues equity-settled share-based payments to certan employeas Equity
setiled share based payments are measured at far value at the date of grant This 1s expensed on a straight-ine basis over the vesting penods of
the instruments based on the Group’s estimate of the number of shares that will vest

Farr value 1s measured by use of a Black-Scholes model Thers 1s no effective hability in relation to national insurance on share options at the year
end as the Company has obtained tax indemnities from employees in relation to employers’ national insurance
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Notes to the financial statements continued

1 Accounting policies (continued)

Taxation
The tax expense represents the sum of the tax cumrently payable and deferred tax

Current tax 1s provded at amounts expected to be pad or recovered using the tax rates and laws that have been enacted or substantally enacted
by the balance sheet date

Deferred tax s the tax expected to be payable or recoverable on differences between the carrying values of assets and liabilites in the financiat
statements and the corresponding tax bases used m the computation of taxable profit, and 1s acoounted for using the balance sheet hability
method Defemed tax habilities are generally recogrused tor all taxable temporary differences and deferred tax assets am recognised to the extent
that 1t 1s probable that taxable profits will be avalable against which deductble temporary difierences can be utiised Such assets and habilities are
not recognised i the temporary difference anses from goodwill or from the inial recognition {other than in a business combination) of other assets
and liabiities in a transacticn that affects neither the tax profit nor the accounting profit

The carrying value of deferred tax assets 1s reviewed at sach balance shest date and reduced to the extent that it 1s no longer probabis that
sufficient taxable profits will be avadable to allow all or part of the asset to be recovered

Deferred tax 1s calculated at the tax rates that are expected to apply in the penod when the labilty s settled or the asset 1s realised Deferred tax in
the income statement 1s charged or credited, except when it relates to tlems charged or credited directly to equity, in which case the deferred tax s
also dealt with in equity

Shares to be issued

In accordance with |AS 32 ‘Financial Instruments Disclosure and Presentation’, shares to be issued are recogrsed as a financial lability as they
relate to obligations to settle acquistion related deferred consideration in Tnbal Group plc shares The number of sharas to be 1ssued will vary
depending upon the share pnce at the date of settiement

Cash, cash equivalents and collateralised cash

Cash, for the purpose of the cash flow statement, compnses cash in hand and deposits repayable on demand, less overdratts payable on demand
These instruments are readlly convertible to a known amount of cash and are subyect to an insignificant nisk of change n value

Collateralised cash comprises funds reserved for financial guarantee contracts and are carred at far value

Denvative financial instruments
The Group's actmties expose It pnmanly to the financial nsks of changes in interest rates The Group uses Interest rate swap contracts to hedge
these exposures

The use of financial denvatives ts governed by the Group's policies approved by the Board, which prowides wntten pnnciples on the usa of financial
denvatives

Changes in the far value of denvatwve financial instruments that are designated and effecive as hedges of future cash flows are recognised directly
In equity and the ineffective portion 1s recognised mmediately n the mcome statement I the cash flow hedge of a fimn commitment or forecasted
transaction results m the recognition of an asset or a liabilty, then, at the tme the asset or liability 1s recognised, the associated gains or losses on
the denvative that had previously been recognised 1N equity are included In the mitial measurermnent of the asset or kability For hedges that do not
rasuft In the recognition of an asset or a hability, amounts deferred In equity are recognised in the Income statemant In the same penod in which the
hedged ttern affects net profit or loss

For an effective hedge of an exposurg 10 changes in farr values, the hedged tem is adjusted for changes int farr value attnbutable to the nsk being
hedged with the commesponding entry In Income or expense Gains ¢r losses from re-measunng the denvative are recogmised in equity, except for
any neflectrve element which 1s recognised in income or expense

Changes in the farr value of denvairve financial Instruments that do not qualify for hedge accounting are recogrused i the income statement as they anse

Hedge accounting is discontinued when the hedging mstrument expires or 1s sold, terminated, or exercised, or no longer qualifies for hedge
accounting At that ime, any cumulative gain or loss on the hedging instrument recognised in equity s retained in equity until the forecasted
transaction occurs If a hedging transaction s no longer expected to oceur, the net cumulative gain or koss recognised in equity 1s transferred to net
Incoms or expense for the penod

Dervatives embedded in other financial Instruments or other host contracts are treated as separate derivatives when therr nsks and charactenstcs
are not closely related to those of host contracts and the host contracts are not camed at far value with unrealised gains or kosses reported In the
Income statement

Trade receivables

Trade recevables are measured at intial recognibon at fair value, and are subsequently measured at amortised cost using the effectve interest rate
method Appropnate allowances for estimated irecoverable amounts are recogrused n profit or loss when there 1s objective evidence that the asset
s imparred The allowance recognised 1s measured as the difference between the asset’s carrying amount and the present value of estrnated future
cash fiows discounted at the effectve ntersst rate computed at intial recogntion

Trade payables
Trade payables are inally measured at far value, and are subsequently measured at amortised cost, using the effective interest rate method

Borrowings

Borrowings are recorded at the proceeds receved, net of direct Issue costs Finance charges, including premiums payable on settlerent or
redemption and direct 1ssue costs, are accounted for on an accrual basis in profit or loss using the effectrve Interest rate method and are added to
the camying amount of the instrument to tha extent that they are not settled in the penod in which they anse
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1. Accounting policies {continued)

Equrty mstruments
Equity mstruments ssued by the company are recorded at the proceeds recerved, net of direct 1ssue costs

New standards and interpretations not apphed
Dunng the year, the IASB and IFRIC have ssued the following standards and interpretations with an effective date atter the date of these
financial staterments

Effective date {periods bagmrng on or after}

Amendment to 1AS 23 '‘Bormowing Costs’ 1 January 2009
IFRS 7 ‘Financial Instuments Disclosures’ 1 January 2007
IFRS 8 'Operating Segments’ 1 January 2009
IFRIC 8 'Scope of IFRS 2' 1 May 2006
IFRIC 9 ‘Reassessment of Embedded Dernvatves' 1 June 2006
IFRIC 10 ‘Intenm Financial Reporting and Impairment’ 1 November 2006
IFRIC 11 'IFRS 2 - Group and Treasury Share Transactions’ 1 March 2007
IFRIC 12 ‘Service Concassion Arrangements’ 1 January 2008

The directors do not anticipate that the adoption of these standards and inferpretations will have a matenal financial impact on the Group’s financial
statements in the pencd of inhal application

2 Critical accounting judgements

In the process of applying the Group's accounting policies, which are descnbed in note 1, management have made the following judgements that
have the most significant effect on the amounts recogmised in the financial statemants

Goodwill

The carrying value of goodwill at the year end 1s £192 1m (2006 £206 4m) An annual impairrment review s required under IFRS 3 ‘Business
Combinations’ involving judgement of the future cash flows for cash generating units The Group prepares such cash flow forecasts denved from
the most recent budgets approved by management for the next two years Further details of the other assumptions used are given In note 14

Mercury Health assets

The implementation phase of the main delivery contract has resutted in significant expenditure on fixed assets and working caprtal in order to
provide the contracted services These assets are a requirement of the contract and this leads to judgements regarding the appropriate
capitalisation and amortisation rates of these assets

Revenue recogrition

The Group’s revenue recegnition policies are disclosed in note 1 In some cases, judgement is required In order to determine the appropnate level of
ncome to recognise where delivery of services Is performed over tme or where the basis of delivery may vary from the contractually agreed terms

3 Revenue

An analysis of the Group's revenue s as follows

2007 2006
£000 £ 000
Continuing operations
Sales of sarvices 231,851 214,794
Investment revenues 1,510 446
Total revenue 233,361 215,240

Sale of goods 1s not matenal and ss therefore not shown separately

4 Business segments
The Group 18 cumently organised nto three business streams — Consulting services, Education services and Mercury Health
Pnncipal actvities are as follows

Consulting services - one of the largest consultancy businesses operating In the public sector providing a broad range of management
consuitancy, PR and communications, resourcing and property services

Education services - one of the largest prowders of education services to the public sector Including scftware, managed services, schoal
Inspection senaces, consultancy, benchmarking, publishing and traimng

Mercury Health - comprises the Group's healthcare delivery business providing diagnostic, glective, GP and pnmary care services

The Group has been further reorganised in order to simplify its reporting structure and as a consequence the four segments which were previcusty
disclosed separately under Consutting serces have been amalgamated Accordingly the business segment information for the year ended

31 March 2006 has been restated to show the curmrent business stream structure As a resutt, there has been an adjustment to inter-segment sales
and elminations
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4. Busmness segments (continued)
Segment information about the businesses s presented below
Year ended 31 March 2007

Consuiting Education Mercury
services services Health Ellminations Consolidated

2007 2007 2007 2007 2007

£000 €000 £000 £000 £000
Revenue
External sales 115,863 78,193 37,795 - 231,851
Inter-segment sales 1,462 507 - (1,969) -
Total revenue 117,325 78,700 37,795 (1,969) 231,851
Segment profit 6,797 14,102 3,785 - 24,684
Unallocated corporate expenses {6.433)
Amortisation of {FRS 3 intangibles (320)
Share option costs (10)
Goodwill mpatrment {14,429
Mercury Health disposal costs (3,300)
Operating profit 192
Investment revenues 1,510
Finance costs {7.840)
Loss before tax 6,138)
Tax (2,470)
Loss for the penod (8,608)
Inter-segment sales are charged at prevating market prices
Balance sheet information

Consuiting Education Mercury
services sarvices Health Unaliocated Consolidated

2007 2007 2007 2007 2007

£1000 £000 £000 £'000 £000
Assets
Segment assets 162,033 94,521 57.986 40,930 355,470
Liabilities
Segment habilities 35,502 28,879 46,241 86,614 197,236
Other segment information
Capittal additions 2,052 2,470 6,550 245 11,324
Depreciation, amortisaben and impairment 12,693 5,239 2,318 724 20,974

The Group's operations are wholly undertaken in the United Kingdom and hence, no secondary business segment by gecgraphy 1s presented

Yaar ended 31 March 2006

Consutting Education Mercury

sorvices services Health Eliminath c idated
2006 2006 2006 2008 2008
£000 £'000 £000 £'000 £000

Revenue
External sales 121 444 78,800 14,550 - 214,794
Inter-segment sales 1,299 384 - {1,683) -
Total revenue 122,743 79,184 14,550 {1,683) 214,794
Segment profit 15,464 13,735 1,476 - 30,675
Unallocated comporate expenses (6.597)
Amortisation of IFRS 3 intangibles (316}
Share option costs (449)
Operating profit 23,313
Investment revenues 446
Finance costs 6,287)
Profit before tax 17,472
Tax 4,654)
Profit for the period 12,818

inter-segment sales are charged at prevaiing market pnces
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4 Business segments (continued)

Balance sheet information

Consufting Education Morciry
services services Health Unallocated Consolidated

2006 2006 2008 2008 2006

£006 £000 £'000 £000 £000
Assets
Segment assets 173,292 94,351 46,349 32,483 346,455
Liabiltties
Segment liabilties 32,488 30,051 33,071 88,772 184,382
Other segment information
Capital addhions 1,798 6,381 28,006 1,025 37.211
Depreciation and amortisation 1,565 1,506 632 648 4,351

The Group's operations are wholly undertaken in the United Kingdom and hence, no secondary business segment by geography is presented

5 {Loss)/profit for the year

2007 2006
000 2000
{Loss)/profit for the year ts stated after charging/{crediting)
Depreciation and other amounts written off property, plant and equipment
Crwned 5,177 3,474
Leased 179 126
Increase in tar value of investment property - (20)
Staff costs (see note 7} 102,667 92,510
Amaortisation of acquired intangible assets 320 316
Amgerhisation of business systems 113 78
Goodwill mpairment 14,429 -
Cost of inventones recognised as an expense 4,694 1,982
Witte down of Inventones recognised as an expense 87 48
Research and development expenditure 926 512
Amortisation of development costs 756 357
The analysis of auditors’ remuneration I1s as follows 2007 2006
£1000 £ 000
Fees payable to the company's auditors for the audit of the company's annual report (Including IFRS restatement in 2006) 96 142
Fees payable to the company's auditors and their associates for other services 1o the Group
- the audit of the company’s subsidiaries pursuant to legislation 178 205
- the review of intenm results 27 25
Total audit fees 301 372
- tax services 322 229
- corporate finance services 895 52
- other senices 29 14
Total non-audt fees 1,246 295
Total audiiors' remuneration 1,547 667

Fees payable to Delotte & Touche LLP and ther associates for non-audrt senices to the company are not required to be disclosed because the
consolidated financial statements are required to disclose such fees on a consolicdated basis

Included within tax senaces payable to the audtars are fees of £185,000 (2006 Cnily in relaton o the disposal of Mercury Health, tax complance

fees of £87,000 (2006 £180,000). tax advisory fees of £50,000 (2006 £31,000) and VAT adwice of £nil 2006 £18,000)

Corporats finance services include fees of £845,000 (2006 £ relating to the dispesal of Mercury Health and fees as reporting accountants of
£50,000 (2006 £52,000), (see page 32 for Group policy on use of auditors for non-audit work)

Other services include accounting advice of £29,000 (2006 £9,000) and £nd (2006 £5,000) for the preparation of other statutory reports
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6 Remuneration of directors

2007 2006
£1000 £000
Directors’ emoluments 1,074 1,254

Included within directors’ emocluments are pension ¢costs of £79,000 (2006 £74,000) in respect of payments made to three (2006 three) directors’
indwvidual defined contnbution pension schemes

Disclosures on directors’ remuneration, share options, long-term incentve schemes, and pension contributions are contained in the
‘Directors’ remuneration’ section within the audited part of the remuneration report and form part of these audited financial statements

7 Staff numbers and costs

The average number of persons employed by the Group (ncluding executive directors) dunng the year was as follows

2007 2006
No. No

Selling, operations and marketing 1,849 1,690
Finance and administration 445 433
2,294 2,123

The aggregate payroll costs of these persons were as follows 2007 2008
£000 £ 000

Wages and salanes 86,931 80,253
Social secunty costs 11,017 8,005
Penston costs 4,709 3,803
Share aption costs 10 449
102,667 92,510

8. Mercury Health disposal costs

Mercury Health disposal costs of £3 3m (2006 £nil) represent the commuitted costs incurred by 31 March 2007 in refation to the disposal of
Mercury Health Holdings Lmited and Its subsidianes The disposal recenved shareholder approvat on 19 Aprl 2067 and was completed on
20 Apnl 2007, (see note 37 ‘Post balance sheet events’)

9 Investment revenues

2007 2006
£7000 £000
interest on bank deposits 1,041 448
Gain ansing on dervatives 469 -
1,510 446
10 Finance costs
2007 2006
£000 £000
Finance charges
Interest on bank overdrafts and loans 7,785 6,500
Interest on loan notes 66 249
Interest on obligation under finance leases 33 23
Net nterest payable on retirement benefit oblgations 30 26
Tota! borrowing costs 7,914 6,798
Less - amounts included in the cost of qualfying assets {365) (1,276)
7,549 5,522
Financial instruments
Loss ansing on dervatives 127 322
Discounting charge for deferred consideration 164 443
291 765
7,840 6,287

Bomowing costs ngluded in the cost of qualifying assets dunng the year arose on the Mercury Health ISTC contract for which the related
bormowings are separately identifiable and are capitalised at the average rate incurred of 6 9 per cent {2006 6 @ per cent}
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11 Tax

2007 2006
£000 £000
Current tax
UK corporation tax 3412 5,495
Adjustments in respect of pnor years {1,923) (1,493)
1,489 4,002
Deferred tax
Current year 981 652
Tax charge on profits 2,470 4,654
The charge for the year can be reconciled to the {loss)/profit per the Income statement as follows
{Loss)/profit before tax {6,138) 17,472
Tax {credit)/charge at standard rate of 30% (2006 30%) {1,841) 5,242
Effects of
Intangible amortisation and iImparment 4,292 242
Expenses not deductible for tax purposes 1,942 396
Adjustments in respect of prior years (1,923 (1,493
Share based payments and discounting charges - 267
Tax expense for the year 2,470 4,654
In addition to the income tax charged to the income statement, a deferred tax charge of £488,000 (2006 credit of £163,000) has baen taken
diractly to equity (see consolidated statement of recognised income and expense on page 42)
The expected reduction in the corporation tax rate to 28% from 1 Apnl 2008 1s expected to affect the future tax charge accordingty
12 Dwvidends
2007 2008
£'000 £ 000
Amounts recognised as distnbutions to equity holders in the penod
Final dvidend for the year ended 31 March 2006 of 2 25 pence {2005 2 0 pence) per share 1,812 1,530
Intanm dmadend for the year ended 31 March 2007 of 1 05 pence (2006 1 05 pence) per share 880 B32
2,692 2,382
Proposed final dividend for the year ended 31 March 2007 of 2 42 pence (2006 2 25 pence) per share 2,050 1,804

The proposed final dvidend 1s subject to approval by shareholders at the Annual General Meeting and has not been included as a lability in these

financial statements

13 Earnings per share

Earnings per share and diluted earmings per share are calculated by reference to a weighted average number of ordinary shares calculated as follows

2007 2006
thousands thousands

Waeighted average number of shares outstanding

Basic weighted average number of shares in 1ssue 81,889 77,255

Employee share options 176 763

Shares to bo 1ssued in respect of deferred consideration 410 3.255

Waeighted average number of shares outstanding for dilution calculations 82,475 81,273
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13. Earmings per share {continued)

The adjusted bask and adjusted dduted earnings per share figures shown on the consolidated income statemnent on page 40 are included as the
directors believe that they provide a better understanding of the underiying frading performance of the Group A reconeiliation of how these figures

am calculated 15 set out below

Year ended 31 March 2007

Group exciuding
— Mercry Heaith Marcury Health Total
{Loss)/earnings (Loss)/eamungs {Loss)/earnngs
Eamings por sham Earmmgs peor share Eamings per share
£000 pance £000 pence £000 pence
Basic and adjusted basic (loss)/eamings per share
Loss and basic loss per share {7,958) (9 Bp {1,421) {17p (9.379) {11 5)p
Adjustments
Share option costs 4 - 6 - 10 -
Amortisation of IFRS 3 intangibles (net of tax) 224 03p - - 224 03p
Goodwill impairment 14,429 17 6p - - 14,429 17 6p
Mercury Health disposal costs - - 3,300 40p 3,300 40p
Financial instruments net credit (net of tax) {40) - {51) - 91) -
Adjusted earnings and adjusted basic earmings per share 6,659 81p 1,834 23p 8,493 10 4p
Diluted and adjusted diluted (loss)/earnings per share
Loss and diluted loss per share {7,958) (9 8)p 1,421) 17p (9,379) {11 8)p
Adjustments
Share oplion costs 4 - 6 - 10 -
Amortisation of IFRS 3 intangibles (net of tax) 224 03p - - 224 03p
Goodwill impairment 14,429 17 5p - - 14,429 17 5p
Mercury Health disposal costs - - 3,300 40p 3,300 4 0p
Financial instruments net credit inet of tax} {40) - {51) - 91) -
Adjusted sarmings and adjusted diluted earnings per share 6,659 80p 1,834 23p 8,493 103p
Year ended 31 March 2006
Group exctuding
Mercury Heahh Marcury Heatth Totat
[Loss)/earmings {Losa)/eamings [Loss)/eamings
Earnings per share Earmungs per share Eamnings per sharp
£'000 pence £000 pence £000 pence
Basic and adjusted basic {loss)/earmings per share
Profit and basic eamings per share 11,168 14 4p 1,376 18p 12,544 16 2p
Adustments
Share opton costs 446 O6p 3 - 449 06p
Amortisation of IFRS 3 intangibles (net of tax) 316 O4p - - 316 04p
Financial nstrurments charge (net of tax) 659 09p o] - 668 09
Adjusted sarnings and adjusted basic eamings per share 12,589 16 3p 1,388 18 13,977 18 1p
Diluted and adjusted diluted earmings per share
Profit and diluted earmings per share 11,168 137p 1.376 17p 12,544 154p
Adjustments
Share option costs 4486 06p 3 - 449 06p
Amortisation of IFRS 3 intangibles {net of tax) 316 D4p - - 316 C4p
Financial instruments charge (net of tax) 659 08p 9 - 668 08p
Adjusted eamnings and adusted diuted eamings per share 12,589 15 5p 1,388 17p 13,977 17 2p
14 Goodwill
2007 2008
£000 £'000
Cost
At beginning of year 234,094 232,949
Addttions - including minornty interests 274 4,136
Revisions to prior years {138} {2,991)
At end of year 234,230 234,094
Accumulated impairment losses
At beginning of year 27,702 27,702
Impawrment charge 14,429 -
At end of year 42,131 27,702
Net book value
At end of year 192,089 206,392
At beginrung of year 206,392 205,247
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14. Goodwll {conmtinued)

Dunng the year options were exercised by certain employees of Tnba! Resourcing Limited over ordinary 'B° shares in that company These were
immedately repurchased by the company through the issue of Tribal Group plc shares The excess of the value paid over the consideration
recesved for the options 1s shown as an addition to the cost of googwll

Additions in respect of Mercury Health represent the purchase of trade and assets of a small business together with the minonty shareholding in
Mercury Health Prirary Care Limited

Rewisions to pnor years pnmarnty relate to changes, both increases and decreases, n estimates of the bkety final settlement values under vanous
earn out agreements, which are dependent on post acquisition performance

Goodwill acquired in a business combination 1 allocated, at acquistion, to the cash generating units that are expected to benefit from the business
combination The camyng amount of goodwill has been allocated as follows

2007 2008
£:000 £000

Consulting senices
Communications 17,677 17,677
Consutting 64,994 71,207
Property 21,272 21,245
Resourcing 21,614 26,927
125,557 137,056
Education services 66,374 69,336
Mercury Health 168 -
192,099 206,392

The Group tests goodwill annually for mpaiment or more frequently if thers are indications that goodwsll might be impaired

The recoverable amounts of the cash generating units are determined from value in use calculations The key assumptions for the value In use
calculations are those regarding the discount rates, growth rates and expected changes to selling prces and direct costs dunng the penod
Management estimates discount rates using pre-tax rates that reflect current market assessments of the tme valus of money and the nsks specific
to the cash generating unts  The growth rates are based on internal budgets in the short term and general market rates thereafter Changes in
selling pnces and direct costs are based on past practices and expectations of future changes m the market

The Group prepares cash flow forecasts dernved from the most recent financial budgets approved by management for the next two years and
extrapolates cash flows for two further years at 4% and into perpstuity based on an estimated growth rate of 2 5% This rate does not exceed the
average long-term growth rate for the relevant markets

The rate used to discount the forecast cash flow 1s 8 7%

As a result of the annual iImparrment test carmed out dunng the current year, the Group has made goodwill imparments totaling £14 4m allocated
as follows

£'000

Consulting services
Caonsulting = medical equipping 1,644
Consutting — other 4,000
Resourcing — Action Medical 5,431
Education seriices — FE training 3,354
14,429

The cash generating units in question have all been identified on the basis that they are separately identiiiable business streams within the Group
In the case of medical equipping and FE training, this impairment reflects management’s decision to terminate the related business sireams and as
a consequence of this the goadwill n relation to these units has been fully impamred

Action Medical, whose pnncipal actmty is the provision of temporary staff to the medical profession has faced a fundamental change In its business
dunng the year due to a move In the industry towards national supply contracts which favour the larger temporary recrutment providers ahead of
the niche market prowder This in turn has had a significant adverse effect on its profitability At the Intenm, management assessed the Impact as a
£2m reduction in goodwill, but In the bght of continuing results have now concluded that the goodwill of this business should be mpaired in full

Following the disappointing perfemmance of the Consulting business stream i the year, management has taken a prudent view when prepanng its
forecast As a result, the mpament review for the remander of the Consuting business stream produced a value in use which 1s £4m below the
camying value of the related goodwill, hence the iImpairment charge As the forecast recoverable amount 1s now equal to the camying value, i follows
that if future resutts wers to fall below those assumed for the purposes of the value in use calculations, a further mpaiment charge would anse In this
respect the Group considers that the anticipated recovery in operating cash flows in the penod to December 2008 ts the most sensitive assumption

Management do not believe there to be any other cash generating unis for which there is a ‘reasonably possibie’ change in the key assumptions
that would resuit in an mpairment
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15. QOther intangible assets

systoms Total

£000 £000 £4000 £000
Cost
At 1 Apnl 2005 2,732 1,993 384 5,109
Addihons - 1,048 7 1,055
Acquired 197 - - 197
Far value adjustment (725) - - {725}
At 1 Apnl 2006 2,204 3,041 391 5,636
Addions - 1,564 156 1,720
Disposals - {471) - (471)
At 31 March 2007 2,204 4,134 547 6,885
Amortisation
At 1 Apnl 2005 322 1,253 55 1,630
Charge for the year 316 357 78 751
At 1 April 2006 638 1,610 133 2.381
Charge for the year 320 756 113 1,189
Disposals - (471) - {471)
At 31 March 2007 a58 1,885 246 3,099
Carrying amount
At 31 March 2007 1,246 2,239 30 3,786
At 31 March 2006 1,566 1431 258 3,255
At 31 March 2005 2,410 740 329 3.479

In accordance with IFRS 3, the intangible assets acquired on business combinations compnse software maintenance revenue, trading relationships,
intellectual property and contract pipeline They are amortised over therr estimated useful lives, which on average is five years

The amortisation penod for development costs incurred on the Group's software development and product davelopment 1 two to three years based
on the expected Ife cycle of the product

The Group's corporate business systems software ts amortised over five years
The far value adjustment relates to a reduction 1n the estimate of the likely final settlement value under an eam-out agreement which was dependent
on the post acquisition performance

16 Property, plant and equipment

Fixtures, Assets
Long term fittings in the
ont k held Short term and other course of
property buildings loases equipment gonstroction Total
£'000 £:000 £'000 €000 £000 £000
Cost or valuation
At 1 Apnl 2005 180 584 2,381 13,162 5,829 22,143
Additions - - 1,352 4,849 25,819 32,020
Increase in far value 20 - - - - 20
Reciassification - 20,780 - - (20,780) -
Acquired with subsidianes - - - 230 - 230
Disposals - - (24) {769) - (793)
At 1 April 2006 200 21,364 3,709 17,479 10,868 53,620
Additions - 4,855 718 3,741 16 9,330
Reclassricaton - 10,868 - - {10.868) -
Disposals - - (14) (1,160) - (1,174)
At 31 March 2007 200 37,087 4,413 20,080 16 61,776
Depreciatron
At 1 Apnl 2005 - 30 628 8,767 - 9,425
Charge for year - 379 433 2,788 - 3,600
Acquired with subsidianes - - - 155 - 155
Disposals - - (18) {704) - 722}
At 1 Apnl 2006 - 409 1,043 11,006 - 12,458
Charge for year - 1,654 522 3,180 - 5,356
Disposals - - (14) {1,080) - (1.094)
At 31 March 2007 - 2,063 1,551 13,106 - 16,720
Net book vaiue
At 31 March 2007 200 35,024 2,862 6,954 16 45,056
At 31 March 20086 200 20,955 2,666 6,473 10,868 41,162
At 31 March 2005 180 554 1,753 4,402 5,829 12,718
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16. Property, plant and equipment (continued)

Included in the total net book value of fixtures, fittngs and other equipment s £266,000 (20068 £362,000) in respect of assets held under finance
leases Depreciation for the year on these assets was £179,000 (2006 £126,000) Of the fixed asset additions of £9 3m {2006 £32 Om) dunng the
penod, £6 5m (2006 £28 8m) relates to Mercury Health

The far value of the Group's investment property at 31 March 2007 has been amved at on the basis of a valuation camed out at that date by
Bernard Marcus, independent valuers not connected with the Group The valuation was armved at by eference to market endence of transaction
prices for swnilar properties

The property rental iIncome earned by the Group from iis iInvestment property, all of which is leased out under operating leases, amounted to
£10,000 (2006 £9,000) Direct operating expenses ansing on the investment property in the pencd amounted to £9,000 (2006 £3,000)

17. Investments
Investment in s3sociates

007 2006
£'000 £'000

Cost

At beginning of year 151 i51

Disposals {2 -

At end of year 149 151

The directors have considered the value of the above investments and are sabsfied that the aggregate value of the iInvestments 1s not lass than ther
carrying value The results of associates are excluded as they are not matenal to the results of the Group

18 Amounts recoverable on contracts

2007 2006

£000 £000

Non-current 11,833 8,082
Current 2,840 2,327
14,673 10,409

Included within amounts recoverable on contracts are directly attnbutable contract costs of £14 4m {2008 £10 4m) ncurred after the point when
there was virtual certanty that the Mercury Health ISTC contract and subssequent coniracts would be awarded, and refated mobllisatton costs that
represent implementation costs incurred pnor 1o the contract delivery phase These are included within amounts recoverable on contracts and
amortised over the contract penod which 18 approxmately five years

These amounts were prewously disclosed as part of inventones and trade and other recenvables (sese notes 19 and 20}

19 Inventories

2007 2008
£4000 £000

Work in progress 123 213
Firnshed goods and goods for resale 1,175 917
1,298 1,130

Long term contract balances of £10 4m in 2006 relating to the Mercury Health ISTC contracts have been reclassified as amounts recoverable on
contracts as explained further in note 18

20 Trade and other receivables

2007 2008

£000 €000

Trade recevables 48,363 45,431
Other recavables 725 1,675
Prepayments and accrued ncome 13,100 12,020
Far value of interest rate swaps 1,017 -
63,205 59,126

Amounts recoverable under contracts previously within trade and other recevables of £44,000 have now been reclassified separately, see note 18

The directors consider that the camyng amount of trade and other recevables approximates thew far value An aflowance has been made for
estimated wrecoverable amounis from the sales of goods and serices of £0 7m (2006 £0 4m) This allowance has been determined by reference to
past default expenence

The average credit penod taken on the sale of goods and seraces 1s 42 days (2006 42 days)
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21 Collaterahsed cash

Cash colateraiised of £0 9m (2006 £1 4m) represents committed cash facilites that are specifically allocated to pay loan notes as described in note 24

22. Trade and other payables

2007 2006
£000 £00
Trade payables 24,046 24,147
Other taxahon and social secunty 11,734 12,503
Other payables 4,251 1,892
Accruals and deferred income 41,468 30,473
Deterred cash consideration - 254
Farr value of interest rate swaps - 519
81,499 69,788
The average credit penod taken for trade purchases 1s 41 days {2006 44 days)
The directors consider that the camypng amount of trade and other payables approxmates to thewr far value
£150,000 of accruals in 2006 has now been reclassified as provisions, see note 25
23. Obhigations under finance leases and hire purchase contracts
The Group uses finance leases and hire purchase contracts to acquire fixtures, fithings and other equipment
The value of future minmum lease payments and their present values are analysed as follows
Minimum Present value Mersmum Present vaue
lease of minknum lease of merenum
paymernts  kease payments payments leasq payments
2007 2007 2006 2006
£000 £000 £000 £ 000
Within one year 105 98 92 78
In the second to fifth years inclusive 391 327 398 340
After five years - - 15 1
496 425 505 429

The Group has certain computer equipment and motor vehicles held under finance leases The average leasa term is four years {2006 five} For the
year ended 31 March 2007, the average effective borrowing rate was 7 1% (2006 7 1%) Interest rates are fixed at the contract date Al leases are
on a fixed repayment basis and no arangements have been entered into for contingent rental penods

The Group'’s obligations under finance leasas are secured by the lessors nghts over the leased assets

The far value of the Group’s lease obhgations approximates to ther camying value

24 Bank loans and loan notes

2007 2006
£:000 £000
Bank loans 106,382 96,556
lLoan notes 1,455 2,907
107,837 99,463
Matunty of bank loans and loan notes

2007 2006
£9000 £000

Bank loans and loan notes can be analysed as falling due
On demand or wathin one year 5,530 2,907
In the second year 5,110 4,000
In the third to fifth years inclusive 97,197 92,556
107,837 99,463

The bank arrangements are all denominated n UK sterling

Flogting Foatng

Fixed rate rats Total Fixed rat rate Totad
2007 2007 2007 2006 2006 2006
£000 £000 £000 £ 000 £ 000 £000
Bank loans 57,500 48,882 106,382 46,000 50,556 96,556
Loan notes - 1,455 1,455 118 2,7A 2,907
Total 57,500 50,337 107,837 48,116 53,347 99,453
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24 Bank loans and loan notes (contmued)
The weighted average interest rates pad were as follows

2007 2006
Bank loans 63% 72%
Loan notas 4 0% 35%

The weighted average fixed rate 1s 5 0% (2006 5 0%) and the wexghted average period for which interest rates on fixed rate labiiies are fixed
threa years (2006 four years) There are £51 3m {20068 £51 3m) undrawn committed bomowing faciities which all expire in three to five years

The directors estinate the farr value of the Group's borrowings as follows

2007 2006

£000 £000

Bank lpans 105,365 97,075
Loan notes 1,455 2,907
106,820 99,982

Bank loans comprse four elements

a) £125m s avalable under a revolving facility untit 14 Ociober 2010 The interest rate Is reset for a penod of one, three or six months at UBOR
plus a vanable margin determined by covenant calculations The rate 15 managed through interest rate swaps At 31 March 2007, the amount
drawn down {net of bank arrangement fees) was £72 7m {2006 £72 3m) The loan 1s secured by way of a fixed and floating charge over the
assets of the Group

b} An unsecured revolving facility of £56m ts avallable under a share option facility until 4 August 2010 The facility 1s used to on-lend funds to the
Tnbal Group Employee Share Ownership Trust for the sole purpose of acquinng shares in the company in connection with the company's
employee share schemes The interest rate is reset for a penod of one, three or six months at LIBOR plus 2 25% At 31 March 2007, the
amount drawn down was £1 7m (2006 €1 7m)

¢} A £33 5m non-recourse senior debt facility secured by Mercury Health to fund the construction of the facilities as part of the ISTC contract
The lenders have a diract contractual relationship with the Secretary of State who has underwntten the loan The facility compnses two separate
loans, £21m and £12 5m At 31 March 2007, the total amount drawn down {net of bank arrangement fees) was £31 5m (2006 £22 6m)
The loans are repayable In Instalments with full repayment due at the conclusion of the contract Of the amount outstanding, £4m i1s repayable
within one year, £5m repayable in the second year and £22 5m 1s repayable in the third to fifth years

d) Twoe commercial loans, totaling £0 5m to fund Mercury Health asset purchases Both loans were entered into in January 2007 for a penod of
five years Quarnterly fixed repayments of £30,300 commence in April 2007

The interest rates on the outstanding loan notes are at market rates determened by each separate agreement, with typical interest rates being one
percent below base rate Repayment terms vary between one and five years, but all are redeemable for cash at the request of the loan note holders
and are therefore recorded as cument labidities

Interest beanng loan notes are normally 1ssued as part of the purchase consideration or deferred consideration on the new business or minonty
Interest acquired All outstanding loan notes are redeemable for cash at par on or batore 30 June 2010 at the option of the loan note holder

25 Prowvisions

2007 2006
Litigation provision £'000 £ 000
At beginming of year 150 _
Additional prowision in year 450 150
Utiksation of provision {150) -
At end of year 450 130

Provisions represent an estimate of the cost of setting potential igation clams Thesa claims are expected to be resolved within one year and are
therefore shown within cument kabiliues Further detalls are conmtained i note 38

The opeming balance of £150,000 has been reclassified from accruals {see note 22)

Thbal Group ple Report and Accounts 2007 57




< Business review < Governance Financial statements

Notes to the financial statements continued

26 Deferred tax
The amounts prowded for deferred taxation and the amounts for which credit has been taken are set out below:
2007 2006
£000 £ 000
Deferred tax assets
Retrement benefit schemes 431 554
Holiday pay accrual 253 300
Captal allowances in excess of depreciation - {137)
Dervatrve financial Instruments - (15
GCther tming differences 88 81
772 823
Deferred tax liabilihes
Capral allowances in excess of depreciation 1,010 -
Intangible assets 764 728
Fair value adjustment on investment property 36 36
Leasehold property not qualifying for tax allowances 175 175
Denvative financial instruments 373 -
2,358 939

The directors are of the optnion, based on currently avallable forecasts, that these timing differences will reverse in the near future and when they do
there will be sufficent taxable profits Accordingly, the directors believe that it is more likely than not that the deferred tax assets will be recoverable

The movement in defarred tax assets and liabikhes dunng the year was as fallows

Temporary n Derivath Other
differences on Holiday pay benefit financial tamporary
intangible gtsets accrual schemes Instruments differences Total
£000 £000 £000 £000 £:000 £000
At 1 Apnl 2006 {1,076) 300 594 (15) 81 (116)
{Charged)/credited 10 iIncome statement (809) 47 32) - 7 (981)
ltemns taken directly to equity - - {131) (358) - {489)
At 31 March 2007 {1,985) 253 431 {373) 88 (1,586)
The restated movement in defermad tax assets and habilibes dunng the previcus year was as follows
Temporary Derivath Other
differences on Holiday pay henefit fi il tamp y
intanglble assets accrual schemes i s it Total
£'000 £000 £000 £000 £'000 £000
At 1 Apnl 2005 {587 227 411 - 173 224
{Charged)/credited to Income statement {638) 73 5 - (92) 652}
Acquistions 149 - - - - 149
ltems taken directly to equity - - 178 (15) - 163
At 31 March 2006 {1,076) 300 594 {15) 81 {116)
27 Share-based payments
The Group recognised the following expenses related to equity-settled share based payment transactions
2007 2008
£000 £000
Lme (107 107
SAYE 133 337
Acquired schemes {18) 5
10 449

Employee Share Option Scheme (ESOS)

Options granted under the ESOS pnor to 17 July 2003 have an award penod of four years The options are granted at market value The extent to

which an award vests 1s measured by the reference to the growth in the Group's adjusted diluted earnings per share over two financial ysars

Options granted since 17 July 2003 have an award penod of three years and vest based on the growth in the adjusted diluted eamings per share
over a three year penod The performance citena for these schemes has either not been met or are unikely to be met and therefore no expense

has been recogrised in either the cument or prior year

88 Tnbal Group plc Report and Accounts 2007




27 Share-based payments {continued)

LTIP

Awards made to eligble employeas under the LTIP are nil cost options with an award penod of four years The axtent to which an award vests 1s
measured by reference to the growth of the Group’s adjusted diluted earnings per share over the performance penod of three financial years It 15
most unikely that the LTiPs granted in 2006 will meet the performance cntena and therefore the charge made in 2006 has been reversed n the
current year In addition the LTIPs granted in the current year are unlikely 1o mest the performance crtena and accordingly no charge has been made

SAYE
The SAYE scheme prowides for a purchase pnce equal to mid market value at datae of grant For grants prior te January 2005, a discount to market
value of 20% was appled All schemes are three year saving schemes

Acquired schemes
The acquired schemes relate to share option schemes existing when the Group acquired certain businesses These option schemes have rolled inte
Tnbal options and have no performance cntena The current year credit 1s a result of the options that have lapsed dunng the year

Options ouistanding dunng the year are as follows

ESOS LTIP SAYE Acquired schomes

Woighted Weightad Weightad Waightad

Number average Number average Number average Number average

of options oxXSICIse of options exercise of optiona. sxercise of options axercise

thousands price thousands price thousands price thousands price

Outstanding at 1 Apnl 2006 2,146 £2 49 989 £nil 1,500 £1 90 243 £159

Exercised dunng the year (46} £135 {481) £l 10 £1 91 {13) £152

Granted dunng the year - - 1,008 £nil - - - -

Lapsed dunng the year (383} £2 7 (98) £nil 723) £2 16 {34) £227

Outstanding at 31 March 2007 1,717 £247 1,398 £nil 767 £1 66 196 £147

Exercisable at 31 March 2007 1,479 £250 113 £ml 10 £300 196 £14r7
Weighted average rematning contractual Iife {years) 53 73 14 48
Wenghted average share price at date of exercise  £1 90 £199 £172 £213

Share optons outstanding at the year end have a range of exercise pnces, ESOS £1 33 - £3 62, LTIP €nil, SAYE £1 44 - £3 00 and
Acqured schemes £022 - £2 45

In the year ended 31 March 2007 and 31 March 2006, the Group used the Black-Scholes modal for measunng the farr value of the options granted
The following table sets out the information about how the far value of the grant 1s calculated for each of the schemes

LTIP SAYE

2007 2006 2007 2006
Share pnce £1875 £2 09 - £1 925
Exercise pnce £nil £nil - £193
Expected dmvidend yeld 176% 1 44% - 1 58%
Risk free interest rate 493% 410% - 4 18%
Expected volatiity 33 9% 37 5% - 337%
Term (years) 36 36 - 325

The expected Iife used in the mode! has been adjusted, based on management s best estimate, for the effects of non-transferabilty, exercise
restnchions and behavioural considerations

Expected volatiity was determined by calculating the histoncal volatility of the Group's share pnce over the term commensurate with the expected
term immediately pnor to the date of grant {f e 3 6 years for the LTIP award)

For SAYE valuations, the model reflects the fact that the options are exercisable only for a short penod of s months following ther vesting An
expacted Iife of three years and three months is the mid point between the vesting and expiry dates

The following options over shares have not been recogrised in accordance with IFRS 2 as the options were granted on or before 7 November
2002 These options have not been subsequently modified and therefore do not need to be accounted for n accordance with IFRS 2

ESCS LTIP SAYE Acquired schemes
2007 2006 2007 2006 2007 2008 2007 2006
thousancts thousands thousands thousands thousands thousancis. thousands thousands.
Options granted before
7 November 2002 1,037 1,231 48 584 - - 73 107
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28 Share capfta!

2007 2006
£000 £ 000
Authonsed

125,000,000 (2006 125,000,000} ordinary shares of 5p each 6,250 6,250
2007 2007 2008 2006
nitber £900 mmbar £ 000

Allotted, called up and fully pard
At begmming of year 80,158,813 4,008 74,964,271 3,748
Issued as considaration for acquisitions 3,982,619 199 4,970,008 2483
Share option exarcises 541,738 27 223,734 11
At end of year 84,683,270 4,234 80,158,813 4,008

The Company has one class of ordinary shares which carry no nght to fixed income

During the year, 541,738 ordinary 5p shares with an aggregate nominal value of £27,000 were 1ssued under share option schemes for a total
consideration of £1,032,000

Dunng the year, 3,982,619 ordinary 5p shares with an aggregate nominal value of £189,000 were 1ssued as consideration for acquestions for a total
consderation of £6,704,000

29 Share premium

2007 2006

£000 £ 000
At beginning of year 80,771 80,156
Premium on share 1ssues {net of expenses} 987 815
Reclassification to merger reserve {7,125) -
At end of year 74,633 80,771

The share premium and merger reserve have been partialty reallocated so that £7.125,000 of share premium is reclassified as merger reserve in
accordance with the requirements of Section 131 of the Companies Act 1985 There 13 no Impact on profit or net assets as a result of the reallocation

30 Other reserves

Shara
Own basad
Caprtal Merger share payment Hadging

oserve resarve reserve reserve reserve Total

£000 £000 £000 £000 £'000 £000

At 1 Apnl 2005 9545 43,387 . 507 (30} 53,499
Premium on share issues - 8777 . - - 8,777
Net incoma recognised directly in equity In the year - - - - 36 36
Own shares acquired - - (1,668) - - {1,668)
Credit n relation to share based payment charge - - - 449 - 449
Transfers - - (157) - (157)
At 1 Apnl 2006 9,545 52,164 {1.668) 889 8 60,936
Reallocation from share premmum account - 7,125 B - - 7,125
Premium on share issues - 6,504 - - - 6,504
Transfer re goodwill impaiment {(see note 31) - (7,007} - - - (7.007)
Net income recognised directly to equity i the year - - - - 835 835
Own shares acquired - - (108) - - (105)
Credt i relation to share based payment charge - - - 10 - 10
Transfers - - - (475) - (475)
At 31 March 2007 8,545 58,786 {1,773} 424 841 67,823

The caprtal reserve of £9 5m (2006 €9 5m} resulted from a share exchange when Tnba! Group ple was listed i February 2001

The merger resarve of £58 8m (2006 £52 2mj relates to the premium ansing on shares rssued subject to the promsions of Section 131 of the
Companies Act 1985 (see also note 20}, net of goodwill mparment of £7 O0m (2006 £nil} in respect of related acquistons now deemed to be mpared

The own share reserve of £1 8m (2006 £1 7m} epresents the cost of 922,489 shares (2006 853,081) in Tnbal Group plc held by the
Employes Shars Ownership Trust to satsfy certain oplions under the Group's share option schemes and shares to satisfy bonus arrangements of
ceriain employees

The shara based payment reserve represents the liability ansing from the application of IFRS 2
The hedging reserve represents movements relating to cash flow hedges net of deferred tax at 30%
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31 Retamned earnings

2007 2006

£000 £000
At beginning of year 15,173 5,350
{Loss)/profit for the year {9,379 12,544
Drndends pad (2,692) {2,362)
Net Income/(expanse) recognisad directly In equity 306 (418)
Transfer goodwill impaiment to merger raserve (see note 30) 7,007 -
Share option exercises (849) (100)
Transfers from share based payment reserve 475 167
At end of year 9,941 15173
32. Minonty interest

2007 2006

£000 £000
At beginning of year 1,185 1,884
Profit for the year 7 274
Dwvidends {95) 3
New munorties 4 a7
Purchase of minorities (262) {1,077
At end of year 1,603 1,185
33 Shares to be issued

2007 2008

£000 £000
At beginning of year 6,237 16,517
Fair valus adjustments 377 {2,449
Issued {6,125) {7,831)
At end of year 489 6,237

Of this amount £488,000 (2006 £6,102,000) 1s shown as a current llability and Cnill (2006 £135,000) as a non-current hability

34 Capital and other commitments

There are capital commitments at 31 March 2007 of £2,305,000 (2006 £6,598,000) The cumren! year commitments relate to a new Group finance
system and to Mercury Health, the pnor year commitments pnmanly relate to Mercury Health

The Group as lessee

2007 2006
£:000 £ 000
Mimimum lease payments under operating leases recognised as an expense In the year 4,623 3,874

At the balance sheet dats, the Group had cutstanding commitments for future muinimum lease payments under non-cancellable operating leases
which fall due as follows

2007 2006
£000 £000

Within one year a9 744
In the second to fifth years incluswe 8,273 5,998
After five years 7,555 11,774
16,819 18,516

Operating lease payments manly represent rentals payable by the Group for certain of its office properties Leases are negotiated for an average
term of five years and rentals are fixed for an average of three years
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35 Retirement benefit schemes

The Group operates a number of defined contnbution and defined benefit pension schemes within iIndvdual subsidianes and contributes to certain
employees personal pension plans The pension cost charge for the year ended 31 March 2007 was £4 709,000 (2006 £3,803,000), of which
£4,494,000 {2006 £3,596,000) related to defined contnbution schemes and £215,000 {2006 £207,000) to defined benefit schemes

Contributions amounting to £438,000 (2006 £372,000) were payable to the funds at the year end and are included w1 current liabiimes

Defined benefit schemes
One of the Group's subsidiary undertakings, Tnbal Technology Limred, pariicipates in the TiL Pension Fund (formerly LRT pension fund), which s a
defined benefit arangement The last full actuanal valuation of this scheme was camed out by a qualfied independent actuary as at 31 March 2006

The Tnbal Technology section of the TIL Pension Fund had four actve members at the year end Employer contnbutions amounting to £61,688
were paid In the year to 31 March 2007 These accounting figures have been calculated using the valuation as &t 31 March 2006, updated on an
approximate basis to 31 March 2007

Ancther of the Group's subsidiary undertakings SDP Regeneration Services 2 Limited participates in the Londen Pensions Fund Authorty Pension
Fund (‘the LPFA Pension Fund'), which 1s a defined benefit arrangement The last full actuanal valuation of thts scheme was camed out by a qualified
independent actuary as at 31 March 2004

The SDP Regeneration Services 2 Limited section of the LPFA Pension Fund had 23 actve members, 19 deferred pensioners and 2 pensioners at
the year end Employer contnbutions amounting to £258,000 were paid in the year to 31 March 2007

The assets of the funds have been taken at market value and the actuanal assumptions used to calculate scheme liabiliies under 1AS 19 'Employee
Benefits’ are

2007 2006 2005

% par annum % per annum % per annum

Inflation 3.25 310 275
Salary increases 460 460 375
Rate of discount 545 490 550
Pension in payment increases 325 310 275
Revaluation rate for deferred pensioners 325 310 275

The expected long term return on cash 1s equal to bank base rates at the balance sheet date The expected return on bonds 1s determined by
reference to UK long dated gilt and bond yields at the balance sheet date The expected return on equities and property have been determined by
setting an appropnate nsk premium above git/bond yields having regard to market conditions at the batanice sheet date

The farr value of the assets in the scheme, the present value of the defined obligations In the scheme and the expected long term rate of return at
each balance sheet date were as follows

TiL Pension Fund

2007 2007 2006 2008
% £000 % £000
Equities 750 175 750 140
Bonds 545 170 500 126
Total farr value of scheme assets 345 266
Present value of defined obligations (606) (591)
Defictt in the scheme {261) (325)
Related deferred tax asset 78 a8
Net pension hability {183) (227)
LPFA Pension Fund
2007 2007 2006 2006
% £000 % £000
Equities 770 2,216 730 1,419
Target return funds 6.40 796 600 580
Alternative assets 6 80 451 650 359
Cash 490 96 460 187
Total far value of scheme assets 3,559 3,045
Preseant value of defined obligations (4,734) (4,697
Defictt in the scheme (1,175) (1,652)
Related defered tax asset 353 496
Net pension liability {822) (1,156)
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35 Retirement benefit schemes {continued)

Reconciiation of opening and closing balances of the far value of scheme assets

m LPFA ™ LPFA

2007 2007 2006 2008

£:000 £9000 £ 000 £000

Farr value of scheme assets at 1 Apnl 266 3,045 985 2,380
Expected return on assets 19 215 45 171
Actuanal {ossesy/gans [ 30 {7} 342
Contributions by employer 62 258 66 128
Contnbuttons by scheme participants 6 46 6 58
Benefits paid - (35) - (34)
Transfers (6) - {BO9) -
Far value of scheme assets at 31 March 345 3,559 266 3.045

Reconciiation of opening and closing balances of the present value of the defined benefit obhgations

m LPFA ™ LPFA

2007 2007 2008 2008

£000 £1000 £000 £000

Defined benefit obigation at 1 Apnl 531 4,697 1,142 3,573
Current senvice cost 34 151 28 151
Interest cost 30 234 a 201
Contnbutions by scheme participants 6 46 3] 58
Actuanal {ganyloss {49) (359) 183 748

Benefits paid - {35) - {34)
Transfars (6) - (809) -
Defined benefit oblgation at 31 March 606 4,734 591 4,697

The contribution rate for 2007 was 20% of pensionable earnings plus £37,000 per annum for the TiL Pension Fund and 18 1% for the LPFA Pension
Fund The contnbution rate for the next 10 years has yet to be determined for the TfL Pansion Fund and 18 1% for the LPFA Pension Fund

An additional annual past service contribution of £37,000 1s to be pad inte the TfL Penston Fund and additional lump sum payments wili be made
over the next three years into the LPFA Pension Fund to address the defictts In the schemes

Analysts of amounts recognised in the consolidated income statement

™ LPFA ™m LPFA

2007 2007 2006 2008

£000 £000 £000 £000

Current service cost 34 151 28 153

Recognised in arving at operating profit 34 151 28 153
Other finance costs

Interest on pension scheme habilities 30 234 41 201

Expected retum on pension scheme assets {19) {215) (45) (171)

Net finance charge/(income) 1 19 (4) 30

Total charge to income staternent 45 170 24 183

Analysis of actuanal gan/{loss) in the consolidated statement of recognised income and expense

™ LPFA T LPFA

2007 2007 2006 2008

£000 £000 £ 000 £ 000

Actual return less expected return on pension scheme assets 2 30 {7} 388

Expenence gains and losses ansing on the scheme liabiities 3 1 {8} (1)

Changes in assumptions undertying the present value of scheme labilities 46 358 (175} {ra1)
Total actuanal gainv(loss) recognised in the

consohdated statement of recogrised income and expensa 47 389 (190) (404)

Cumulative actuanal loss recognised in the consohdated statement of recognised Income and expense since 1 Apnl 2004 1s £53,000
(2006 £489,000)

Tnbal Group plc Report and Accounts 2007 83




< Business review < Governance

Financial statements

Notes to the financial statements continued

35 Retirement benefit schemes (continued)
Changes In the defict are analysed as follows

™m LPFA Total TL LPFA Total
2007 2007 2007 2006 2006 2008
£/000 £000 £'000 £ 000 £000 £ 000
At beginning of year (325) {1,652) (1,977) (177 (1,193) (1,370}
Movement in the year
Current employer senice cost {34) {151) {185) 28) (183} (181)
Employer contnbutions 62 258 320 66 128 194
Actuaral gain/(loss) 47 389 436 (190} (404} {594)
Net finance income/(charge) {11} (19) {30) 4 (30) (26)
At end of year {261) {1,175) {1,436) (325) {1.652) (1.977)
The three year history of expenence adjustments 1s as follows
™ LPFA T LPFA T LPFA
2007 2007 2008 2008 2005 2005
£000 £1000 £000 £000 £ 00 £ 000
Present value of defined benefit obligations {606) 4,734) (591} (4,697) (1,142) {3.573)
Far value of scheme assets 345 3,559 266 3,045 965 2 380
Deficit In the scheme (261) {1,175) {325) (1,652} (177} {1193
Expenence adjustments ansing on scheme assets
Amount 2 30 @ 388 42 ~
Percentage of the scheme assets (1%) 1% (3%) 13% 4% -
Experience adjustments ansing on scheme labilities
Amount 3 1 (8} (1) 7 -
Percentage of the present value of the scheme liabilities 0% 0% {1%) 0% 1% -
No assets are invested in the Group’s own financial instruments, properties or other assets used by the Group
36 Notes to the cash flow statement
2007 2006
€000 £ 000
Operating profit from continuing operations 192 23,313
Depreciation of property, plant and equipment 5,356 3,600
Amartisation of development expenditure 869 435
Amortisation of intangible assets 320 316
Impairment of goodwill 14,429 -
Net pension charge {105) 13
Gain on disposal of property, plant and equipment {133) 24
tncrease in far value of Investment property - (20}
Share based payments 10 449
Increase in recevables {4,724) {635}
Inerease in amounts recoverable on contracts {4,041) {2,791}
Increase in payables 16,118 4,367
{Increase)/decrease in Inventories {168) 436
Increase In provisicns 300 150
Net cash from operating activities before tax 28,423 29,659
Tax paid (4,143) {3.365)
Net cash from operating activities 24,280 26,194
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37 Post balance sheet events

The sale of the Group's healthcare delivery business, Mercury Health, to Care UK was completed on 20 Apnl 2007 The gross sale proceeds were
£77m, which after deduction of debt and disposal costs, equates to net cash proceeds of £52m

The continuing operations of the Group will consist of the exsting Consulting services and Education services business streams in order to show
the financial impact of the disposal on the Group, the results of Mercury Health and its subsidiaries for the years ended 31 March 2007 and

31 March 2006 have bean shown separately on the face of the income statement To give an indication of the balance sheet impact of the disposal
the table below shows pro {orma figures applying the disposal to the 31 March 2007 balance shest

Unadjusted Mercury Disposal
Total Health adjustments Pro forma
£ 000 £°000 £1000 £'000
Non-current assets
Property. plant and equipment 45,056 (37,567 - 7,489
{Other non-current assets 208,639 {12,051} - 196,588
253,695 {49,618} - 204,077
Current assets
Cash and collateralised cash 34,432 {14,821) - 19,611
Other current assets 67,343 {9,086} - 58,257
101,775 (23,807} - 77.868
Total assets 355,470 (73,525) - 281945
Current habilities
Other current liabilities (85,180) 40,778 (24,460) (68,862)
Obligations under finance leases {98) 92 - {6)
Bank lcans and loan notes (5,530) 4,075 - {1 455)
(90,808) 44,945 (24,460 {70,323)
Net current assets 10,967 21,038 {24,460) 7.545
Non-current iabiliies
Bank loans (102,307) 27,906 52,000 {(22,401)
Cbhgations under finance leases (3z7) 325 - 2)
Other non-current habilties (3,784) 2,042 - (1,752)
{106,428) 30,273 52,000 (24,155)
Total liabilities (197,236) 75218 27,540 {94,478)
Net assets 158,234 1,693 27,540 187,467

Adjustrments reflect the inter-company loan of £24 5m between Tnbal and Mercury that was extinguished on disposal together with the net cash
inflow of £52m net disposal proceeds No account has been taken of any trading between 1 Apnl 2007 and 20 April 2007 On the basis of the
above pro forma net debt 15 £4 3m

The Mercury Health business stream has not been dlassified as discontinued or held for resale under IFRS 5 ‘Non-current Assets Held for Sale and
Discontinued Operations' as shareholder approval for the transaction had not been receved at the balance sheet date
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38 Contingent habilihes

The Group has recenved notrfication of a number of potantial Imgation clams as set out below In all cases, the claims are bemng invesugated by our
lawyers and are being robustly contested as to both kability and quantum

u  breach of contract ansing out of the prowision of services to a further education college,

® the return of funding recewved for the prowision of learning assessment and delivery for job seekers provided through a third party,
8 infringement of copynght relating to a softwars product, and

s clam for negligence in the treatment of a development contract as part of a transfer of council housing stock

A provision of £450,000 (2006 £150,000) has been made for defending these claims, where appropnate

These claims are expected to be resolved within one year and are therefore shown within current llabilities However, it 1s possible that these clams
may take longer to resolve, or the Group may not be promptly notified that the clam has been dropped The clam may be settled at amounts
higher or lower than that provided depending on the outcoms of commercial or legal arguments The prowision made i1s management’s best
astimate of the Group's hability based on past expenence, commercial judgement and legal advice There is ne expected rembursement for any
economic outflow that may be required

There are two parent company guarantees (PCGs) given by the company relating to leases of Mercury Health properties that were not released at
the time of the sale of Mercury Health to Care UK These property leases have an aggregate annual commitment of approximately £0 4m over the
outstanding term of approxmately 17 years Care UK and Tnbal Group have a formal agreement whareby Care UK shall use its best endeavours to
obtain full release of the PCGs on a tmely basis  To some extent Tnbal has no control over the release process required of the landlord of each
property It 1s expected that releases will be cbtained dunng the course of the year

A cross-guarantes exsts between group companies In respect of bank facilities totaling £54,883,206 (2006 £53,337,000)

39 Financial instruments

The Group has entered into the followang interest rate swaps

Far value at
31 March 2007
Amourt Expiry dete Tribal pays Tribal receives £'000
£25m 3009 2010 4 99% 6 month LIBOR 545
£25m* 3009 2010 6 month UBOR less 75 bps 6 month LIBOR 79
to 309 2006 4 99% or
LIBOR less 10 bps thereafter
at bank option
£20m** 3103 2009 5% 3 month LIBOR 220
£12 5m 3103 2009 4 98% 3 month LIBOR 173
Fair value of interest rate swaps {see note 20) 1,017

This financlal instrument does not meet the cntena for a hedge instrument  On 31 March 2007 the bank exercised its ophion to convert this instrument ntc an annuity with Tribal
recerang a net 10bps The other interest rate swaps are hedge accounted

This fnancial instrument is a structured swap that decreases in Ena with the repayment profile of the loan
The far value of the interest rate swaps I1s based on market values of equivalent instruments at the balance sheet date

Financial nisk
Treasury management 1s led by Group Finance and Is responsible for managing the Group's exposure to financial nsk it operates within a defined
set of policies and procedures reviewed and approved by the Board

Interest rate nsk
The Group's exposure to Interest rate fluctuations on its Interest beanng assets and labities 15 selectively managed, using Interest rate swaps

Lenders of non-recourse debt generally require that the debt s maintained on fixed rate terms or 1s swapped to fixed rate terms The Group
therefore hedges ts interest rate nsk on non-recourse dabt and part of its recourse debt by using interest rate swaps to exchange floating interest
cash flows to fixed interest cash flows

Credrt nsk
The Group’s pnncipal financial assets are cash and cash equevalents, trade and other recevables and amounts recoverable on contracts

The Group's credit nsk s relatively low because a high proportion of trade and other recevables have a sovereign or close to sovereign credit rating
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40 Related party disclosures

On 26 Apnl 2007, Peter Martin recerved an ad hoc bonus payment of £135 700 This was regarded as a related party transaction in the context of
the Group's disposal of its Investment in Mercury Heatth The sum was paid to Peter Martin as part of a transaction bonus arrangement established
by the Remuneration Committee, which related any bonus pad to the sale pnce achieved for Mercury Health

Save as 1s descnbed in this note, no matenal contract or amangement has been entered into dunng the year, nor subsisted at 31 March 2067 in
which a director had a matenal interest

Remuneration of key management personnel
The remuneration of the directors, who are the key management personnel of the Group, 1s set out befow In aggregate for each of the categories
specified in IAS 24 ‘Related Party Disclosures’

2007 2006
£'000 £ 000
Short-term employee benefits 1,074 1,254
Share based payment {106) 107
968 1.361

The share based payment charge in the pnor year pnmarily related to the LTIP granted in 2006 1t 1s now considered most unikely that this award
will meet the performance cnteria  As a result this charge has been reversed in the currant year
41 Principal subsidiary undertakings

The pnncipal subsidiary undertakings at 31 March 2007 are shown below All subsidiary undertalkings are registered in the United Kingdom and
prepare accounts to 31 March each year

Principal actity Holding
Avall Consutting Limited Management consultancy. IT services and solutions 62%
Gerommo Communications Limited Public relations consultancy 100%
Mercury Health DTC{1} Limted™ Heahthcare defvery 100%
Nightingale Architects Limited™ Architects 100%
Sportsvine Limited” Development and marketing of distance learning products 51%
Thbal Consulting Limited Management consultancy serices to local government 100%
Tnbal Education Limited Education consultancy, traning and Ofsted nspections 100%
Trbal Hotdings Lirnited Holding company 100%
Tnibal Property Limited” Property consuttants 100%
Tribal Resourcing Limited Recrutment advertising in the public sector 99%
Thbal Technology Limited Software support and [T services 100%
Tnbal TGC Lirmited Management consultancy, learning and training B66%

All nvastments are held by Tnbal Group pic other than those marked which are held by intermediate holding companes

The proportion of voting nghts held is equivalent to the equity shareholdings
Full details of related undertakings will be attached to the relevant company's Annual Return to be filed with the Registrar of Companies
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Five year summary

for the years ended 31 March

IFRS UK GAAP
2007 2008 2005 2004 2003
£000 Tono £000 £000 £000
Summansed consolidated Group income statement
Revenue 231,851 214,794 179,857 152,221 98,364
Profit before mterest, goodwill and intangibles
amortisation and impairment, share optton costs
and exceplional items 18,251 24,078 22,20 23,153 16,685
Goodwill impairment and mtangbles amortisation {14,749) (316) {6,987) {10,690 (6,288)
Share option costs {10} {449) {134} {1,025) (580)
Exceptional tems {3,300) - {1,747 (3,040 (702
Interest {6,330} (6,841} {4,466) (3,076} {1,260}
Tax (2,470) {4,654) (5.401) (6.176} (4,737}
Minonty interests (771} (274) (303} {108) -
Dmdends (2,692) (2.362) {2,150) (2,090} -
Retained (loss)/profit {12,071) 10,182 1,103 (3.052) 3,118
Eamings per share adjusted (diluted) 103p 17 2p 153p 20 5p 18 6p
Dnadend per ordinary share 347p 33p 30p 30p -
Summarnsed consolidated Group balance sheet
Intangible assets 195,885 209,647 208,726 201,355 142,623
Other non-current assets 57,810 50,218 14,151 6,546 3,635
Current assets 101,775 86,590 93,752 88,043 65,145
Current Ikabilities (90,808) (84,424) (74,834} (67,784) {60.737)
Non-curent liabilibes {106,428) {99,958) {80,383} {72,015) {36,225)
Net assets 158,234 162,073 161,412 157,145 114,441

The amounts disclosed for 2004 and earlier penods are stated on the basis of UK GAAP at the time because it 1s not practicable to restate amounts
for periods pnor to the date of transition to IFRS
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UK GAAP audit report — Tribal Group plc — company
Independent auditors’ report to the members of Tribal Group plc

We have audited the parent company financial statements of Tnbal Group plc for the year ended 31 March 2007 which compnse the balance sheet
and the related notes 1 to 10 These parent company financial statements have been prepared under the accounting policies set out therein

The corporate governance statement and the directors’ remuneration report ane inciudled in the Group annual report of Tnbal Group pke for the year
ended 31 March 2007 We have reported separately on the Group financial statements of Tnbal Group plc for the year ended 31 March 2007 and
on the information in the directors’ remuneration report that 1s descnbed as having being audited

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

Respective responsibilities of directors and audrtors

The directors’ responsibilities for prepanng the annual report, the directors’ remuneration report and the parent company financial statements In
accordance with applicable taw and United Kingdom Accounting Standards (UK GAAP) are set out in the statement of directors’ responsibiiies Our
responsibiity i1s to audit the parent company financial statements in accordance with relevant legal and regulatory requirements and International
Standards on Auditing (UK and Ireland)

We report to you our opmion as to whether the parent company financial statements give a true and farr view and whether the parent company
financial statements have been properly prepared In accordance with the Companies Act 1985 We also raport 10 you whether, In our opinion, the
directors’ report Is conststent with the parent company financial statements The information given in the directors' report Includes that specific
information presented In the business review that Is cross refarenced from the business review saection of the directors” report  In addition, wa report
to you if, in our opmnion, the company has not kept proper accounting records, If we have not recerved all the information and explanations we
require for our audit, or f Information specified by law regarding directors’ remuneration and other transactions 1s not disclosed

We read the other information contained in the annual report as described In the contents section and consider whether It 13 consistent with the
audited parent company financial statements We consider the implications for our report f we become aware of any apparent misstatements or
matenal nconsistencies with the parent company financial statements Our responsibilities do not extend to any further information outside the
annual report

Basis of audit opimion

We conducted our audrt in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing Practices Board An audtt
includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the parent company financtal statements k also
Includes an assessment of the significant estimates and judgements made by the directors in the preparation of the parent company financial
statements and of whether the accounting policies are appropriate to the company’s crcumstances, consistantly applied and adequately disclosed

We planned and performed our audit so as {o obtain all the nformation and explanations which we considered necessary in order 1o provide us with
sufficient evidence to give reasonable assurance that the parent company financial statements are free from matenal musstaternent, whethar caused
by fraud or other rregutarty or error  In forming our opinion, we also evaluated the overall adequacy of the presentation of information in the parent
company financial statements

Opinton
In our opinion

u the parent company financial statements gve a true and fair view, i accordance with United Kingdom Generally Accepted Accounting Practice,
of the state of the company's affars as at 31 March 2007,

m the parent company financial statements have been property prepared in accordance with the Companies Act 1985, and
s the information given in the directors’ report 15 consistent with the parent company financial statements

abte c/!—mniu. W’

Delortte & Touche LLP

Chartered Acoountants and Regrstered Auditors
Bnstol, United Kingdom

4 July 2007

Notes An audit does not provide assurance on the mantenance and integnty of the website, including controls used to achieve this, and n
particular on whether any changes may have accurred to the financial statements since first pubkshed These matters are the responsiblity of the
directors but no control procedures can prowide absoclute assurance in this area

Legislation in the Unted Kingdom governing the preparation and dissemination of financial statements differs from legisiation in other junsdictions
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Company balance sheet

at 31 March 2007

2007 2006
Nots £000 £000
Fixed assets
Investments 2 254,016 269,362
Current assets
Debtors amounts faling due within one year 3 29,389 1,746
Debtors amounts falling due after more than one year 3 - 1,220
Cash at bank and in hand 1,276 1,984
30,665 4,950
Creditors amounts falling due withun one year 4 (49,486) {44,293)
Net current habilthies {18,821) (39,343)
Total assets less current liabilties 235,195 230,019
Creditors amounts falling due after more than one year 5 (74,402) (74,137)
Provisions for abtliies and charges 6 {210) -
Net assets 160,583 155,882
Capital and reserves
Called up share caprtal 7 4,234 4,008
Share premium account 8 74,633 80,771
Merger reserve 8 63,181 52,164
Hedging reserve 8 592 103
Own share reserve 8 (1,773) {1,668)
Shara based payment reserve 8 424 889
Profit and loss account 8 19,292 19,615
Equity shareholders’ funds 160,583 155,882

Notes 1 to 10 form part of these financial statements

These financial statements were approved by the Board of directors on 4 July 2007 and were signed on its behal by

@\W\pr (‘” YA

hY
Peter J Martin Simon M Lawton
Director Director
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Notes to the company balance sheet

1 Accounting policies

The following accounting policies have been applied consistently in dealing with items which are considered matenal in relation to the parent
company financial staternents

Basls of preparation
The financial information has been prapared on the histoncal cost basis, modified to include the revaluation of centan fixed assets and in
accordance with appiicable United Kingdom law and accounting standards

In the company’s balance sheet, the investment in Tnbal Holdings Limited 1s stated at the norminal value of the shares issued in consideration for that
company As required by secticns 131 and 133 of the Companies Act 1885, no premium has been recorded on the shares 1ssued as ¢consideration

Under section 230(4) of the Companies Act 1985, the company is exempt from the requirement to present its own prefit and less account The loss
for the company amounted to £243,000 (2006 profit £6,200,000)

The audtors’ remuneration for audit services to the company was £94,000 (2006 £81,000)

FRS 20 'Shams-based Payment’ was adopted in the pnor year The company has ne employees and hence there ts no chargs to the company profit
and loss account The ¢ost for options granted to the company’s subsidianes’ employees represents addmonal capital contnbutions by the
company In 118 subsidianes An additional investment in subsidianes has been recorded with a corresponding increase in shareholders™ equity

The additional capiial coninbution 1s based on the grant date far value of the options issued, allocated over the underlying grant’s vesting penod

Investments
Investments held as fixed assets are shown at cost less prowsion for any impairment

Taxatron
Current tax 1s provided at amounts expected to be paid or recoverad using the tax rates and laws that have been enacted or substantially enacted
by the balance sheet date

In accordance with FRS 19 *Deferred Tax', deferred taxation 1s provided in full on timing differences which represent an asset or lability at the
balance sheet date, at rates expected to apply when they crystallise based on current tax rates and law Timing differences anse from the inclusion
of tems of Income and expenditure In taxalion computations In periods diiferent from those in which they are Included i the financial statements
Deferred tax 18 not prowided on timing differences ansing on unremitted earnings of subsidiaries, associates and jont ventures where there 1s no
commitment to remit these earnings  Determed tax assets and habities are not discounted

A net deferred tax asset 1s regarded as recoverable and therefore recognised only when, on the basis of alt avalable evidence, 1t can be regarded as
more likely than not that there will be sutable taxable profits from which the future reversal of the undertying tming differences can be deducted

Cash flow statement
The results, assets and labilties of the company are inciuded in the consolidated financial statements of Tribal Group plc Consaquently, the
company has taken advantage of the exemption from prepanng a cash flow statement under the terms of FRS 1 (revised) ‘Cash flow statements’

Derivative financial instrurnents and hedging activities

Changes In the far value of dervative financial nstruments that are designated and effectve as hedges of future cash flows are recognised directly
in equity and the ineffective portion 1s recognised immediately in the iIncome statement If the cash flow hedge of a firm commitment or forecasted
transaction results in the recognition of an asset or a hability, then, at the tme the asset or lability 1s recogrnised, the associated gains or losses on
the dervative that had previously been recogmsed In equity are included in the intial measurement of the asset or liabiity For hedges that do not
result in the recognition of an asset or a labiity amounts deferred in equity are recogrised in the income statement in the same penod in which the
hedged nemn affects net profit or loss

Directors’ remuneration
Detalled disclosures of directors” indmidual remuneratron and share options are given in the audited part of the remuneration report on pages 36 to
37 and should be regarded as an integral part of this note The company has no employees
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Notes to the financial statements continued

2 Fixed asset investments

Shares in
subsidiary Long term

undertakings loans. Total
£:000 £°000 £000

Cost
At 1 Apnl 2005 176,221 80,669 256,890
Addtions 5,559 - 5,558
Impamrment (86,514) - {86,514)
Fair value adjustment (816) - (816)
Transfers to other Group comparies 9,461) - (9.461)
Capital contribution relating to share based payments 292 - 282
Movement in long term loans - 103,412 103,412
At 1 Apnl 2006 85,281 184,081 269,362
Additions 25,380 - 25,380
Impawrment (7,667) - (7.667)
Farr value adjustment 444 - 444
Transfers 1o other Group companies {15,111) - {15,111)
Capital contribution relating to share based payments {465) - (465}
Movement in long tenm kans - (17,927 {17.927)
At 31 March 2007 87,862 166,154 254,016

The directors have considered the value of the above mvestments and are satsfied that the aggregate value of each investment 1s not less than s
carrying value

In the years ended 31 March 2007 and 2006 the Group camed out a sigruficant restructunng of its businesses to reduce the number of legal entrilies
that were trading  As part of this process a number of subsidianes became domant and had therr reserves paid up by way of dmdend To the
extent that the dividends reduced the net assets of these dormant comparntes below the camying cost of the related investment, an iImpairment of
the cammying value of those investments in the parent company accounts was recorded The total chargs for the year ended 31 March 2007 15

£7 7m (2006 £86 5m) There (s no impact on the Group results from this

Additions in the yvear ended 31 March 2007 compnse £25 Om increase in share capital of Tnbal Consulting Limited and £0 4m in raspect of the
acquistion of minonty interests n Tnbal Resourcing Linuted

A listing of pnncipal subsidianes Is included In note 41 to the Group financial statements
Far value adjustments relate to revision of the estimates of deferrad consideration payabie net of the appropriate discounting charges

3 Debtors
2007 2006
£'000 £ 000
Amounts owed by group undertalangs 27,242 2,966
Fair value of interest rate swaps 623 -
Comoration tax 1,524 -
29,389 2,966
Amounts owed by group companes includes £l (2006 £1,220,000) faling due after more than one year
4 Credrtors: amounts falling due within one year
2007 2008
£'000 £000
Bank overdraft - 19,944
Loan nctes 1,355 2,806
Amounts owed {0 group underiakings 47,642 14,820
Deterred consideration - 255
Farr value of interast rate swaps - 366
Shares to be tssued (see note 9) 489 6,102
49,486 44,293
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5 Credrtors: amounts falling due after more than one year

2007 2008
£000 £000
Bank loan 74,402 74,002
Shares to be 1ssued {see note 9) - 135
74,402 74137
Maturity of bank and loan notes
2007 2006
£'000 £ 000
Bank and loan notes can be analysed as faling due
In one year or less, or on demand 1,355 2,806
Between two and five years 74,402 74,002
75,757 76,808

The bank loan (which has pnmary secunty) 1s at market rates of interest and 15 secured by way of a {ixed and floating charge over the assets of the
company and its subsidiary undertakings The interest rates on the other loans are a mixture of fixed and floating and are also at market rates

Repayment terms vary between one and five years  For further detals see note 24 to the Group financial statements

6 Provision for liabilities and charges

2007
£000
Deferred taxation
fterms taken directly to equsty 210
At 31 March 2007 210
Provisions for deferred taxation consist of the following amounts 2007
£000
Denvatvg financial Instruments 210
7 Called up share caprital
2007 2006
£'000 £ 000
Authonsed
125,000,000 ordinary shares of Sp each (2006 125,000,000) 6,250 6,250
2007 2007 2008 2006
nurmber £000 number £000
Allotted, called up and fully pald
At beginning of year 80,158,913 4,008 74,964,271 3,748
Issued as consideration for acquistions 3,982,619 199 4,970,908 249
Share option exercises 541,738 27 223,734 11
At end of year 84,683,270 4,234 80,158,913 4,008

Allotment of shares

Between 1 Apnl 2006 and 31 March 2007, new ordinary shares of 5p each in the Company were issued as follows

Value Value/procaeds
Number of shares £'000 Price per share £°000 Purpose of issue
481,208 24 £l 949 LTIP exercises
58,904 3 £116to £1 90 81 Share option exercises
1,626 - £144t0£193 2 SAYE exercises
3,674,323 184 £158t0 €195 6,125 Earn outs
308,296 15 £185t0 €198 579 Purchase of minonties
4,524,357 226 7.736
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Notes to the financial statements continued

7 Called up share capntal (continued)

Details of opbons in respect of shares outstanding at 31 March 2007 are as follows

Employee share option schemes. Number cutstanding Price payable Date from which exercisable
Lmied scheme 212,184 £133 3006 2003
118,860 £1865 3006 2003
331,044
PLC scheme 35,808 £250 3006 2003
62 400 283 3006 2003
31,921 £2 86 3006 2004
177,277 £310 3006 2004
388,369 £2 46 3006 2005
138,521 £229 3006 2005
250,210 £326 30 06 2006
53,394 £362 3006 2006
58,370 £345 3006 2007
179,522 £1986 3006 2007
1,385,792
LTIP 48,386 el 3103 2006
17,265 Ll 3103 2007
47,831 £nil 3103 2007
276,130 £ 3103 2009
1,008,527 Erul 31032010
1,398,139
Acquired schemes 6,668 £116 14 01 2003
25,693 £190 27 032004
40,866 £245 28 02 2005
50,122 £231 24 01 2006
72,636 £0 22 2903 2004
195,985
Savings related option scheme
SAYE 10,208 £300 0102 2007
450,148 €144 0103 2008
306,654 £193 0103 2009
767,010
Total Tnbal Group plc share option schemes 4,077,970
8 Share premium and reserves
Share
Share based
premium Merger Hedaging Cwn share payment Profit and
aceourt ressrve raterve ressrve ssrve loss pccount
£000 £'000 £000 £000 £'000 £'000
At beginning of year 80,771 52,164 103 (1.668) 889 19,615
Transfer (7.125} 7,125 - - - -
Loss for the year - - - - - (243)
Dnadends - - - - - (2,692)
Farr value movement on cash flow hedges - - 699 - - -
Deferred tax - ~ 210 - - -
Premium on share tssues (net of expenses) 937 6.504 - - - -
Impaiment of nvestments - {2,612) - - - 2,812
Own share payments - - - {105) - -
Movement in relation to share based payments - - - - (465) -
At end of year 74,633 63,181 592 {1,773) 424 19,292

The merger reserve of £63 2m (2006 £52 2m) relates to the premum ansing on shares 1ssued subject to the prowsions of section 131 of the
Companies Act 1985 In accordance with the prowision, £7 1m of share prermium has been reclassified as merger reserve There 1s no Impact on

profit or net assets as a result of the reallocation

The own shars reserve of £1 8m {2006 £1 7m) epresents the cost of 922,439 (2006 853,091} shares n Tnbal Group plc held by the Emnployee
Share Ownership Trust to satisfy certain options under the Group’s share option schemes
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9 Shares to be 15sued

2007 2006
£'000 £000
Deferred shares to be 1ssued in future pencds
- withuin one year 489 6,102
- after more than one year - 135
489 6,237

Shares to be 1ssued in future penods represent the directors’ estimate of the fair value of the shares to be 1ssued It represents addiional
consideration that s payable to the onginal vendors of some of the businesses {now subsidianes) acquired by the company The final value of the
shares to be 1ssued ts dependent upon the future financial performance of the subsidiaries The maximum value of shares to be 1ssued under sarn
outs payable s £1 1m (2006 £12 1m)

10 Post balance sheet events

The sale of the company's Investrment (n Mercury Health Holdings Limited to Care UK was compteted on 20 Aprik 2007 The gross sals proceeds
were £77m, which after the deduction of debt and costs, equates 1o net cash proceeds of £52m See note 37 to Group financial statements for
further details
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Company information

Tnbat Group plc
87-91 Newman Street
London W1T 3EY
T 0207 323 7110

Pnory Court

Poulton

Cirencester GL7 5J8
T 01285 886 020

E info@tnbalgroup co uk
www fnbalgroup co uk

Company Secretary
Richard H Collins

Registered office
87-91 Newman Street
London W1T 3EY

Stockbroker and joint financial adviser

Hoare Govett lmited
250 Bishopsgate
London EC2M 4AA

Joint financial adviser

N M Rothschild & Sons Limited
New Court

St Swithin’s Lane

London EC4P 4DU

Pnncipal hankers
Bank of Scotland
PQ Box 208

21 Pnnce Street
Bnstol BS99 7JG

Auditors

Delortte & Touche LLP
3 Rwvergate

Temple Cuay

Bnstol BS1 6GD

Solicttors
Osborne Clarke

2 Temple Back East
Temple Quay
Bnstol BS1 6EG

Registrars

Captta Registrars
The Registry

Boume House

34 Beckenham Road
Beckenham

Kent BR3 4TU

Company’s registered number
4128850

Place of incorporation
Registered in England and Wales

76 Tnbal Group pic Report and Accounts 2007

Financial statements




Tnbal Group ple
87-91 Newman Street
London W1T 3EY

T 020 7323 7110
E info@tnbalgroup co uk

www.tribalgroup.co.uk




