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Identity and Credential Management System
Intercede’s MyID® Identity and Credential Management software 
enables Corporate enterprises, Government and Public sector 
agencies, Banking and Finance organizations and service 
providers to efficiently register people, check their identities and 
effortlessly manage the lifecycle of identity credentials and devices 
in a single system.

Secure IDs created and managed by MyID are used to identify 
people and control access to both physical and logical resources. 
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Intercede is one of the world’s leading 
developers and suppliers of software for 
identity and credential management.  This 
software is branded as the Intercede MyID® 
Identity and Credential Management System 
and comprises multiple functional modules 
delivered on a single common management 
platform. 

Operational Highlights
During the year, Intercede’s business model 
has been further proven through the securing 
of additional major projects, including:

1.	 The award of a large UK Government 
related project that has the potential to 
use more than 1m MyID licences over a 3 
year period. 

2.	 A contract via an established partner for a 
leading German manufacturing company 
involving up to 80,000 users.

3.	 The sale of 40,000 MyID PIV licences to 
a new US Federal Government customer 
along with a contract to supply dedicated 
professional service support over an 
extended period. 

4.	 A professional services contract via 
an Intercede partner for a large scale 
project with a European (non-UK) 

telecommunications provider. MyID licence 
sales for this project are anticipated to 
begin in the 2009 financial year.

5.	 A licence agreement with Thales, the 
international electronics and mission 
critical systems group, which included an 
up front payment of £0.5m. 

Additional good progress is being made 
with a number of existing high profile and 
potentially very large projects:

1.	 The US Transport Worker Identity Card 
system, powered by MyID, has now been 
used to enrol more than 200,000 port 
workers and mariners at more than 95 
centres across the US. With a targeted 
issuance of more than 1 million TWIC 
cards by the end of 2008, it is increasingly 
likely that additional MyID licences to 
power TWIC will be procured within the 
next 18 months.

2.	 A major US defence contractor has 
recently completed an Operational 
Readiness Review for the deployment of 
a MyID powered, converged physical and 
logical employee smart badge. This is 
expected to lead on to a rollout to more 
than 200,000 employees, commencing 
within the next 6 months. 

Chairman’s Statement
It is becoming increasingly clear that the 
market we are targeting is starting to move 
beyond the emerging technology phase
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3.	 A major US banking customer has 
completed a successful pilot involving the 
use of MyID to deploy physical access 
control cards to staff in 12 bank branches. 
With the achievement of this important 
milestone, the deployment of more than 
100,000 smartcards to bank employees 
can begin, the immediate target being to 
issue cards to staff and contractors across 
a further 600 bank branches.

4.	 The UK National Health Service continues 
to generate significant professional service 
revenues in support of 500,000 MyID 
licences sold to date. Additional licence 
sales and further fee generating work are 
expected in the next 12 months.

5.	 A US public sector financial institution that 
has purchased 100,000 MyID licences to 
date is seeking to upgrade its credential 
management infrastructure over the 
next 6 months and has engaged with an 
Intercede partner to upgrade to the latest 
version of MyID.

6.	 200,000 MyID licences have been sold 
to date across 8 Federal Agencies within 
the US Federal Government HSPD-12/
FIPS 201/PIV market. In addition to the 
additional licences expected from these 
existing Agency customers, Intercede is 
well placed to win further related business 
as a result of these important reference 
sites.

During the year Intercede has started to 
complement its UK and US successes 
with penetration into the European market. 
Business development activities have also 
commenced in the Middle East, Indian and 
Australian markets.

Results

competitive appeal of the Intercede MyID 
platform compared to our competitors. The 
securing of the UK Government contract 
highlighted above, which is mainly concerned 
with requirements for user enrolment, 
provides an early reference site for this 
exciting new capability.

This competitive advantage has been 
reinforced by the award of US patent 
7430773 to Intercede on 4 March 2008; UK 
and EU patents having already been obtained 
in previous periods. This patent for ‘Secure 
Multipart Authorisation’, is critical to the 
securing of remote registration and enrolment 
of identities on distributed workstations. 
Using this invention, any remote workstation 
equipped with a smart card reader can 
become a highly secure identity enrolment 
and smart card issuing station. In particular 
this technology, unique to Intercede, 
enables strong and legally binding auditing 
and non-repudiation of all management 
functions undertaken by the operators of 
our system. This enhances systems security 
and reduces exposure to fraudulent usage 
and is a necessary requirement of large 
scale credential systems such as national ID 
schemes or large corporate security projects.

A full production release of MyID Version 8.0 
is now ready for shipping and a launch event 
has been scheduled for 4 June 2008 in the 
Washington DC area.

MyID Version 8.0 also incorporates new 
physical access integration to enable 
customers to manage logical and physical 
access control from a single system. 
This capability is especially powerful 
when the customer has multiple physical 
access systems from a variety of different 
vendors to manage. By providing a single 

£000	 2008	 2007	 2006

Revenue	 2,805	 2,620	 2,142

Gross profit	 2,775	 2,546	 2,027

Operating loss	 (102)	   (349)	   (344)

In the year ended 31 March 2008, revenue 
increased by 7% from £2,620,000 to 
£2,805,000 at a gross margin of 99%.  

Operating losses have been significantly 
reduced from £349,000 to £102,000 and the 
net loss for the year has fallen from £379,000 
to £87,000. The cash outflow before financing 
decreased from £459,000 to £178,000. 
As at 31 March 2008, the Group had cash 
balances of £1,153,000.

Whilst costs have continued to be 
tightly controlled throughout the period, 
good progress has been made with the 
establishment of a US team to provide sales 
and technical support to partners. The Group 
continues to balance the importance of short 
term profitability against the need to ensure 
that resources are in place to meet partner 
and customer demands.

Intercede’s short term results will be 
heavily dependent on the timing of the 10 
largest projects which the Group is already 
working on. It is anticipated that these 10 
projects alone have the potential to generate 
aggregate sales of at least £15m over the 
next 5 years.

Product Development
A major development in the last year has 
been the repositioning of MyID from being 
a smart card management system to a fully 
featured Identity and Credential Management 
System. This has required a significant 
research and development investment 
over the last 12 months. The resulting new 
functionality is embedded in the recently 
completed MyID Version 8.0. This significantly 
broadens the scope and revenue potential 
of our target market. It also extends the 
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management interface from which all of the 
credentials assigned to an employee can 
be controlled, the task of policing employee 
access to computer systems and buildings 
is significantly simplified and security is 
enhanced. This capability has already been 
tested and deployed with a major US banking 
customer and is now ready for general resale.

Finally, Intercede has designed MyID Version 
8.0 to have direct appeal to the Systems 
Integration community. By opening up 
a range of development tools to trained 
and certified professionals, Intercede is 
enabling Systems Integrators to build custom 
implementations of MyID to suit a wide range 
of customer needs. This will further increase 
the scalability of Intercede’s business model 
and enable Systems Integrators to add value 
faster whilst earning additional professional 
service fees.

Current Trading
It is becoming increasingly clear that the 
market we are targeting is starting to move 
beyond the emerging technology phase. This 
is apparent from the significant acceleration 
in the number of commercial opportunities 
and requests for proposals from partners 
and customers. This is very good news for 
Intercede, which has established a leading 
position in the sector in terms of market 
share, technology adoption, reference sites 
and overall industry reputation.

Intercede’s strategy of selling through 
channel partners has resulted in a number 
of major project wins over the last 12-
18 months. However, particularly on the 
larger more complex projects, the revenue 
sharing benefits of these relationships have 

not always been proportional to the value 
added by the respective parties. Intercede 
is therefore embarking on a business review 
of its partner relationships to ensure that the 
risks and rewards are appropriately aligned.

Strategy 
In our statement last year, we highlighted 
that in the 2007/08 year the Group would be 
focusing on executing its strategy to achieve 
profitability by:

•	 Continuing to expand our share of the US 
Federal market and penetrating the much 
larger emerging market at state and local 
level;

•	 Increasing the number of channel partners 
to facilitate entry into new market areas 
not currently being serviced; and

•	 Expanding our revenues from mainland 
Europe and the Middle East.

After 12 months of further progress, and 
notwithstanding funding delays in the US 
Federal Government market, the Group’s 
success in executing this strategy can be 
summarised as follows:

•	 Major new US Federal Agency secured 
as a customer and an additional 40,000 
HSPD-12 licences sold;

•	 New channel partners added in Eastern 
Europe and in the US State and local 
markets;

•	 A number of European projects have 
already been secured and the pipeline 
has increased with further prospects in 
Europe, the Middle East and Australia; 
and

•	 The development of the new Identity and 
Credential Management capability in MyID 
Version 8.0.

The success of this strategy is based upon 
the superiority of Intercede’s products, the 
dedication and professionalism of its staff, the 
strength and position of its partners and the 
ongoing support of the Group’s shareholders. 
In all of these respects, Intercede has an 
impressive track record. Furthermore, a 
program of continuous product development 
and new innovation continues to ensure that 
Intercede remains a leader amongst its global 
competitors.

The Group’s business plan in the coming year 
is to build on this year’s success by executing 
the following strategy:

•	 Add to our current list of major projects 
wins;

•	 Refocus our channel strategy to improve 
Intercede’s margins on existing business;

•	 Add additional sales channels to attack 
new markets in different sectors and 
regions;

•	 Become recognised as a major player in 
the Identity Registration and Enrolment 
market space; and 

•	 Expand our professional service 
capabilities to better support our largest 
customers and to provide enhanced 
feedback to our product management 
team.

Chairman’s Statement continued

It is becoming increasingly clear that the 
market we are targeting is starting to move 
beyond the emerging technology phase
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Richard Parris
Chairman & Chief Executive

Outlook
After several years of early stage 
development, the identity and credential 
management market is showing signs of 
transitioning to a more rapid growth phase. 
This is demonstrated by a recent Frost & 
Sullivan report which forecasts that the Smart 
Card Management System market will grow 
by 500% to $800m+ pa between 2007 and 
2012.

Intercede’s business strategy is to track these 
growth rates in its existing markets and to 
obtain additional growth by expanding its 
commercial footprint across new sectors, 
new regions and by new expansion into both 
the physical access and identity management 
markets.

The outlook for the next two to three years 
is exciting as an increasing number of large 
scale Government and private projects 
are being launched in the US, Europe and 
other regions. Intercede is well positioned, 
through its market leading MyID products 
and channel partner network, to exploit these 
emerging growth opportunities.

The key macro trends driving this growth 
include:

•	 Convergence in logical and physical 
security gaining traction;

•	 Fear of terrorism and government 
mandates for increased homeland security 
including: 

	 o	 common federal ID systems 
for government employees and 
contractors

	 o	 National ID cards, border 
management systems, e-driving 
licences, e-passports etc;

•	 Identity theft, corporate sabotage by 
employees and other fraud;

•	 High growth rates in the number of remote 
access workers;

•	 Increased consumer ID solution needs 
driven by widespread use of on-line 
transactions; and

•	 Regulatory and compliance concerns. 

At a time of macro-economic uncertainty 
and potential global recession, the growth 
drivers listed above are likely to become more 
rather than less important to our customers. 
At the same time, the credit squeeze means 
that any potential new market entrants are 
less likely to be able to obtain development 
funding and more likely to buy external 

solutions than invest in building their own. 
The Board therefore believes Intercede is very 
well positioned to continue its growth and 
that our business is as recession proof as it is 
possible to be in these challenging times.

We look forward with confidence to reporting 
on our progress during the current year and 
beyond.
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Introduction
Whilst Intercede has never been busier 
across all areas of the business, the 
increased level of activity has yet to be 
fully reflected in the financial performance. 
However, as outlined in the Chairman’s 
Statement, the momentum is building.  

Business Development
The Group is currently involved in significant 
work on over 10 major projects whereas, 
as recently as 2 years ago, Intercede was 
typically only working on 2 major projects at 
a time. 

It is the nature of new technology in an early 
stage market that the investment is front 
end loaded. This is the case, both in respect 
of the extent to which products have to be 
proven at proof of concept and pilot phases 
prior to roll-out or, at the other end of the 
spectrum, the level of functionality required 
to start to make repeat volume sales of the 
same product. 

In both respects, 2007/08 has been a 
watershed year for Intercede, both with the 
nature and extent of individual project wins 
(which will provide substantial additional 
revenues over the next few years and 
serve as excellent references for future 
opportunities) and with the development of 
MyID Version 8.0. 

MyID Version 8.0 represents a substantial 
strengthening and broadening of the Group’s 
historical card management offering since 
it is the only solution of its kind to deliver 
registration, ID verification and card/device 
issuance and life cycle management within a 
single product.

The growing level of interest in MyID is 
particularly encouraging. Over the last few 
years, Intercede has established channel 
partner agreements with a number of market 
leading partners that supply MyID technology 
to the global marketplace. The nature and 
extent of project wins over the past 12-18 
months has established MyID as a market 
leader in its own right. Both existing and 
potential new industry partners report that 
MyID now has sufficient market profile and 
strength that they believe it to be in their 
interests to market and sell Intercede’s 
technology under the MyID name.  

The Group enters 2008/09 with a stronger 
pipeline than ever before, both in terms of the 
nature and scale of individual opportunities 
and in terms of the probability of success. 
The current pipeline contains a high level 
of forecast revenue from projects we have 
already won (ie additional revenues from 
existing projects) quite apart from other 
projects that we are still bidding for.

Operating and Financial Review
One year on, Intercede is better placed in 
terms of product functionality, project wins, 
sales prospects and market position
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Whilst our experience to date tells us that 
project delays can and will happen for a 
variety of reasons, we remain focused on the 
action we can take to ensure that we are best 
placed to deal with any changes. 

Financial Results
The financial results outlined below do not 
truly reflect the increased level of activity 
throughout all areas of the business. 
However, they do illustrate that the Group has 
continued to make progress in the emerging 
identity market.

Sales have increased by 7% year on year with 
an underlying 10% increase in MyID licence 
sales. Gross profit margins have increased 
from 97% to 99% as the proportion of sales 
of proprietary technology has increased from 
96% to 97%. 

Costs have been tightly controlled throughout 
the period and maintained at the same 
level as the prior year so that the increased 
revenue and gross profit has all flown through 
to the bottom line. As a result, the Group is 
close to break even at the operating level. 

As at 31 March 2008, Intercede had 42 
employees (2007: 43 employees). The 
average number of employees fell slightly 
from 41 to 40 year on year. 

The loss per share has also been 
substantially reduced from 1.1p to 0.2p, 
the reduction in operating losses being 
augmented by increases in the level of 
interest received on short term bank deposits 
and R&D tax credits received from HM 
Revenue and Customs. 

This is the first set of financial statements 
prepared under International Financial 
Reporting Standards (IFRS). The results for 
the comparative period have accordingly 
been restated from UK Generally Accepted 
Accounting Principles to IFRS. The transition 
has not had a material impact on the results, 
details of which are outlined in Note 20 to the 
Accounts.

Funding
As at 31 March 2008, the Group had 
cash balances totalling £1,153,000 (2007: 
£653,000). 

As reported in the 2007 Annual Report, the 
Group announced an institutional placing of 
new shares on 16 May 2007 which raised a 
total of £703,000 (£678,000 net of expenses) 
at an issue price of 33p per ordinary share. 
Having adjusted for this additional funding, 
the underlying cash outflow for the year is 
£178,000 (2007: £459,000 outflow). 

On 13 May 2008, Credo Corporate Finance 
exercised the warrants which were granted in 
connection with the July 2003 placing. This 
has resulted in the issue of a further 1,017,100 
ordinary shares at the July 2003 placing price 
of 7.8p per ordinary share, raising a total of 
£79,000.

The Group’s convertible loan notes mature on 
31 May 2009 as outlined in notes 1 and 17. At 
this stage, having regard for future prospects 
and given that the Company’s share price 
has been in excess of the conversion prices 
throughout the period since the loan notes 
were last renegotiated and extended on 31 
May 2006, the Directors believe that the loan 
note holders are likely to elect to convert. The 
financial statements have accordingly been 
prepared on a going concern basis.

Summary
After another challenging year, it is good to 
be able to look back and identify the progress 
made at all levels in the business. One year 
on, Intercede is better placed in terms of 
product functionality, project wins, sales 
prospects and market position.

The momentum is clearly building and the 
Directors are increasingly confident that this 
will be reflected in the Group’s future financial 
performance as more and more projects 
move beyond the initial proof of concept and 
pilot phases.

Andrew Walker
Finance Director

	 Year ended	 Year ended
	 31 March 2008	 31 March 2007	 Change
	 £’000	 £’000	 %

Revenue	 2,805	 2,620	 7.1
	

	 	

Gross profit (%)	 2,775	 (99%)	 2,546	 (97%)	 9.0

Operating costs	 (2,877)	 (2,895)	 (0.6)
	

	 	

Operating loss	 (102)	 (349)	 (70.8)
	

	 	

Loss per share	 (0.2)p	 (1.1)p	 (81.8)
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Andrew Walker
Finance Director (Age 48)

Andrew Walker is a finance professional 
with over 20 years of senior management 
experience. He was Group Financial 
Controller of the Rugby Group PLC from 
1995 to 2000, and an Executive Board 
member from 1997. From 1993 to 1995 he 
was Finance Director for APV Refrigeration 
& Freezer Division, and from 1991 to 1993 
he was Finance Director for APV Vent-Axia 
Industrial Division. From 1990 to 1991 he was 
Group Chief Accountant for APV plc. Before 
joining APV plc, Andrew worked for Price 
Waterhouse from 1981 to 1990. Andrew has 
a BCom (Honours) degree in Accounting 
from the University of Birmingham and 
is a Fellow of the Institute of Chartered 
Accountants. He was appointed Finance 
Director of Intercede on 11 September 2000.

Royston Hoggarth
Non-Executive Director (Age 46)

Royston Hoggarth is Chairman of two 
companies, iPSL Limited and ANT PLC; 
is Managing Director of Strategic Capital 
Limited; a non-executive director of Axon 
Group plc and Swyx GmbH and a Venture 
Partner of Wellington Partners, a German 
based venture capital company. Until 2005 
he was Chief Executive for the UK, US and 
European subsidiaries of Cable & Wireless 
PLC. Prior to this, he worked for Logica 
CMG PLC for six years where he was Group 
Marketing Director, responsible for Group 
strategy and Chief Executive International, 
responsible for the Americas, Middle East, 
Asian and Australian businesses. From 1985 
to 1997, Royston spent 13 years with IBM 
in a variety of senior management roles. He 
was appointed a Non-Executive Director of 
Intercede on 5 August 2002.

Jurek Sikorski
Non-Executive Director (Age 56)

Jurek Sikorski is Managing Director of Sikorski 
Ltd, a Management Services Company, 
and Associate Director Global Industry at 
the London Business School. He has over 
30 years experience in the pharmaceutical, 
medical devices, in vitro diagnostics and 
biotechnology industries. This includes roles 
as the Chief Executive of SRS Technology 
Group Plc, Cantab Pharmaceuticals Plc and 
Proteus International Plc. He was also Non-
Executive Chairman of Fluid Technologies and 
Vice Chairman of the BioIndustry Association. 
He has also worked as Marketing and Sales 
Director at SRS Technology Group Plc, 
Smith & Nephew and Wellcome Diagnostics 
Ltd. Jurek received a BSc (Honours) degree 
from Reading University. He was appointed 
a Non-Executive Director of Intercede on 4 
December 2000.

Jacques Tredoux
Non-Executive Director (Age 44)

Jacques Tredoux is the Chief Executive 
of Tredoux Capital Limited, a company 
authorised by the Financial Services 
Authority to provide corporate finance 
advisory services. Prior to establishing 
Tredoux Capital Limited, he was the Chief 
Executive Officer of the Credo Group (UK) 
Limited, a group of companies in London 
that provides wealth management services.  
Members of the Credo Group provided 
corporate finance and fundraising assistance 
to the Company since prior to its admission 
to AIM. Jacques qualified as a lawyer in 1988 
in South Africa, and practised at Edward 
Nathan & Friedland Inc and Clifford Chance. 
He was appointed a Non-Executive Director 
of Intercede on 31 March 2006.

Richard Parris
Chairman & Chief Executive (Age 51)

Richard Parris has over 20 years experience 
in the IT industry. He founded Intercede in 
1992, and has led the Group through all 
stages of its growth from an e-commerce 
consulting company to an AIM listed 
software business. Between 1984 and 1992 
he held a range of senior technical and sales 
management positions at Boeing Computer 
Services in the US and Europe, including 
working as a new business manager for 
network management software products. 
Richard is a Chartered Engineer with a First 
Class Honours degree from Manchester 
University and has an MBA (with Distinction) 
from the University of Warwick Business 
School.

Board of Directors
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families, in the shares of the Company are 
set out below.

		 Ordinary Shares
	 2008		  2007

RA Parris	 6,412,232		  6,412,232

AM Walker	 1,248,077		  1,248,077

R Hoggarth	 168,721		  168,721

JS Sikorski	 92,686		  84,416

J Tredoux	 1,463,216		  1,463,216

The shares in which Jacques Tredoux is 
interested are registered in the name of 
Pershing Keen Nominees Limited which is 
a nominee of Angus Investment Holdings 
Limited (“Angus”). Angus is controlled by The 
Woodcock Trust, of which Jacques Tredoux 
and his wife and children are members of the 
class of discretionary beneficiaries.

There have been no changes in the 
Directors’ interests between 31 March 2008 
and 20 May 2008. None of the Directors 
had any material interest in any contract or 
arrangement made by the Company during 
the year with the exception of those referred 
to in note 19.

Directors’ and Officers’ Liability 
Insurance
The Company maintains insurance cover 
for the Directors and key personnel against 
liabilities which may be incurred by them 
while carrying out their duties.

Capital Structure
Details of the authorised and issued share 
capital, including movements during the year, 
are set out in note 12. The Company has 
one class of ordinary shares which carry no 
right to fixed income. Each share carries the 
right to one vote at general meetings of the 
Company. No person has any special rights 
of control over the Company’s share capital 
and all issued shares are fully paid.

There are no specific restrictions on the size 
of a holding nor on the transfer of shares, 
both of which are governed by the general 
provisions of the Articles of Association and 
prevailing legislation. The Directors are not 
aware of any agreements between holders 
of the Company’s shares that may result in 
restrictions on the transfer of securities or on 
voting rights.

Details of employee share schemes are 
set out in the Report of the Remuneration 
Committee on page 11.

With regard to the appointment and 
replacement of Directors, the Company is 
governed by its Articles of Association, the 
Companies Act and related legislation. The 
Articles themselves may be amended by 
special resolution of the shareholders. The 
powers of Directors are described in the 
Corporate Governance Statement on page 10.

The Directors present their Annual Report 
and the audited financial statements for the 
year ended 31 March 2008.

Principal Activities & Business Review
The Group is a leading independent 
developer and supplier of smart card and 
identity management software. A review of 
developments during the year and prospects 
for the future is provided in the Chairman’s 
Statement and the Operating and Financial 
Review on pages 2 to 7.

The Company
The Company is a holding company which 
was set up to facilitate the admission of the 
Group onto AIM. 

Results and Dividends
The audited accounts for the year ended 
31 March 2008 are set out on pages 14 to 
31. The Group’s retained loss for the year 
was £87,000 (2007: £379,000 loss). The 
Directors do not recommend the payment of 
a dividend.

Key Performance Indicators

	 2006	 2007	 2008

Sales growth	 19%	 22%	 7%

Gross margin	 95%	 97%	 99%

Own technology
related sales	 91%	 96%	 97%

Overseas sales	 57%	 59%	 51%

The primary objectives of the Group’s 
floatation were to raise funds to continue 
to develop its technology and to establish 
sales channels for the distribution of this 
technology throughout the world. The Key 
Performance Indicators outlined above 
provide an indication of the progress made to 
date in this regard.  

Management of Financial Risk
The Group’s policy for the management of 
financial risk is set out within note 17.

Research and Development Expenditure
The Group continues to invest in an ongoing 
programme of research and development. 
The total cost of development during the 
year ended 31 March 2008 was £1,040,000 
(2007: £1,016,000) which has been written 
off as incurred.

Intellectual Property
The Group’s revenues are derived from 
licensing its proprietary MyID product. 
Intercede Limited owns the copyright for this 
product. The Group relies on trademark laws 
and the law of passing off, or its equivalent in 
non-UK countries, to protect the trademarks 
which it uses. Intercede Limited is the 
proprietor or applicant of certain trademarks 
in important markets. The Group also 
endeavours to protect its intellectual property 
through the filing of patent applications 
where appropriate.

Principal Risks and Uncertainties 
facing the Group
This Annual Report contains certain forward-
looking statements. These statements are 
made by the Directors in good faith, based 
on the information available to them up to 
the time of approval of this report. Actual 
results may differ from those expressed in 
such statements, depending on a variety 
of factors. These factors include customer 
acceptance of the Group’s products; 
changes in customer requirements and in 
levels of demand in the market; restrictions 
to market access; competitive pressure 
on pricing, delivery or technology; delays 
or additional cost in product design and 
launch programmes; fluctuations in project 
delivery performance and costs; the loss or 
lack of key personnel; and overall economic 
conditions.

Employees
It is the Group’s policy to provide, where 
possible, employment opportunities for 
disabled people and to care for people 
who become disabled whilst in the Group’s 
employment. The Group operates an equal 
opportunities employment policy. Employees 
are kept informed of the performance 
and objectives of the Group through a 
combination of regular formal and informal 
meetings.

Environment
The Group’s policy with regard to the 
environment is to ensure that we understand 
and effectively manage the actual and 
potential environmental impact of our 
activities. Our operations are conducted such 
that we comply with all legal requirements 
relating to the environment in all areas where 
we carry out our business. During the period 
covered by this report, the Group has not 
incurred any fines or penalties or been 
investigated for any breach of environmental 
regulations. 

Supplier Payment Policy
It is the Group’s policy to pay its suppliers in 
accordance with the terms and conditions 
agreed in advance of each transaction once 
satisfactory performance of service or receipt 
of goods has been achieved. The Company 
has no trade creditors. The Group’s creditor 
days at 31 March 2008 were 36 (2007: 58).

Directors and their Interests
Details of the present Directors are provided 
on page 8.

The Director retiring by rotation in 
accordance with the Articles of Association 
is Andrew Walker who does intend to 
offer himself for re-election. Details of 
the Directors’ service contracts with the 
Company are given in the Report of the 
Remuneration Committee on page 11.

The interests of the Directors who held office 
at 31 March 2008, and their immediate 

Directors’ Report
For the year ended 31 March 2008
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charitable contributions during the current or 
prior year.

Statement on Information 
Given to Auditors
Each of the Directors confirms that, so 
far as they are aware, there is no relevant 
audit information of which the auditors are 
unaware; and each Director has taken all 
of the steps that he ought to have taken as 
a Director in order to make himself aware 
of any relevant audit information and to 
establish that the Company’s auditors are 
aware of that information. 

Annual General Meeting
The eighth Annual General Meeting of 
the Company will be held at 11:00 am on 
Wednesday 2 July 2008 at Lutterworth Hall, 
St. Mary’s Road, Lutterworth, Leicestershire, 
LE17 4PS. The Notice of the Annual General 
Meeting can be found on page 32 of this 
Annual Report.

The Group is committed to high standards 
of corporate governance. As an AIM 
company it is not required to comply with 
the requirements of the Combined Code but, 
given that the Group is committed to meeting 
these principles as far as it reasonably can, 
the commentary below reflects the extent 
to which voluntary compliance has been 
achieved during the period under review.

Board of Directors
The Company is controlled through the 
Board of Directors which currently comprises 
two executive and three independent non-
executive directors.

The Company has historically combined 
the posts of Chairman and Chief Executive 
in one person, namely Richard Parris. 
The Board believes that to separate the 
roles would be detrimental at this stage 
of the Group’s development. All directors, 
in accordance with the Code, submit 
themselves for re-election at least every three 
years.

Committees of the Board
The Board has established two standing 
committees, the Audit Committee and the 
Remuneration Committee. These operate 
within defined terms of reference that are 
reviewed by the Board annually. The Group 
does not have a Nominations Committee at 
present, but all Board level appointments are 
dealt with by the Board as a whole.

The Audit Committee consists of the Non-
Executive Directors under the Chairmanship 
of Jurek Sikorski. Its duties include the 

review of the Group’s financial controls and 
accounting policies and the review of the 
annual and interim financial statements prior 
to submission to the Board. The Finance 
Director is normally invited to attend each 
meeting as are the external auditors, who 
have direct access to the Chairman of the 
Committee at all times.

The Remuneration Committee also consists 
of the Non-Executive Directors under the 
Chairmanship of Royston Hoggarth. The 
Committee’s responsibilities are to advise 
upon and make recommendations to 
the Board with regard to the salaries of 
the Executive Directors, and to approve 
proposals for the granting of share options. 

Relations with Shareholders
The Company gives high priority to 
communications with current and potential 
future shareholders by means of an active 
investor relations programme. The principal 
communication with private investors is 
through the website (www.intercede.com) 
and the provision of Annual and Interim 
Reports.  All shareholders will receive at least 
twenty working days notice of the Annual 
General Meeting at which all of the Directors 
will be present and available for questions.

Going Concern
The financial statements have been prepared 
on a going concern basis which the Directors 
believe to be appropriate for the reasons 
outlined in Note 1 to the Accounts.

Internal Control
The Board confirms that there is an ongoing 

Corporate Governance
For the year ended 31 March 2008

Substantial Shareholders
As at 5 May 2008, the following had notified 
the Company of disclosable interests in 3% 
or more of the Company’s issued share 
capital.

	 Ordinary Shares
	 Number	 %

RA Parris	 6,412,232	 17.8

Pershing Keen Nominees Ltd.	 4,176,668	 11.6

Plastic Technologies Ltd.	 3,147,436	 8.7

Cogefin (Bermuda) Ltd.	 1,582,541	 4.4

Barclayshare Nominees Ltd.	 1,467,925	 4.1

React Investment Ltd.	 1,344,683	 3.7

AM Walker	 1,248,077	 3.5

Political and Charitable Contributions
The Group has made no political or 

process for identifying, evaluating and 
managing the significant risks faced by 
Group which complies with the guidance 
“Internal Control: Guidance for Directors on 
the Combined Code (The Turnbull Report)”. 
The key features of the Group’s internal 
control systems are as follows:

Group Organisation and Culture
The Board meets regularly, and is 
responsible for the overall Group strategy, 
acquisition and divestment policy, approval 
of major capital expenditure projects and 
consideration of significant financing matters. 
It monitors the key business risks and 
reviews the strategic direction of the Group, 
its codes of conduct, forward projections 
and progress towards their achievement. 
Senior management concentrates on the 
formulation of strategic proposals to the 
Board and operational decision making.

Delegation of Authority
The Board reserves to itself a range of key 
decisions to ensure it retains proper direction 
and control of the Group, whilst delegating 
authority to individual directors who are 
responsible for the day to day management 
of the business.

Financial Reporting
There is a comprehensive planning system, 
including regular periodic forecasts which 
are presented to and approved by the Board. 
The performance of the Group is reported 
monthly and compared to the latest forecast 
and the prior period.

A resolution to re-appoint Deloitte & Touche 
LLP as the Company’s auditor will be 
proposed at the forthcoming Annual General 
Meeting.

There is no special business to be transacted 
this year following the authority which was 
granted to the Directors at the 2006 Annual 
General Meeting for the allotment of shares 
in accordance with Sections 80 & 95 of 
the Companies Act 1985. This authority 
will expire at the earlier of the 2009 Annual 
General Meeting or 5 October 2009.

By order of the Board

Andrew Walker
Company Secretary
20 May 2008
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Report of the Remuneration Committee
For the year ended 31 March 2008

	 Date of	 No. of	 Exercise	 Dates
Plan	 Grant	 Shares	 Price	 Exercisable

EMI	 22 Dec 2000	 164,175	 47.0p	 22 Dec 2001 to 21 Dec 2010

Approved	 22 Dec 2000	 22,825	 47.0p	 22 Dec 2001 to 21 Dec 2010

	 Date of	 No. of	 Exercise	 Dates
Plan	 Grant	 Shares	 Price	 Exercisable

EMI	 3 July 2002	 109,078	 40.5p	 3 July 2003 to 2 July 2012

Unapproved	 3 July 2002	 260,922	 40.5p	 3 July 2003 to 2 July 2012

The Company is not required to comply with 
the requirements of the Combined Code. 
This report is made voluntarily.

The Remuneration Committee is composed 
entirely of the Non-Executive Directors. 
None of the Committee members has 
any personal interest in the matters to be 
decided. The Chairman & Chief Executive is 
invited to attend committee meetings but is 
not present during discussions relating to his 
own remuneration.

Remuneration Policy 
The remuneration packages for Executive 
Directors are intended to incentivise them to 
meet the financial and strategic objectives 
of the Group. The policy is to pay individual 
directors a salary at market levels for 
comparable jobs recognising the size of the 
Group and the business sector in which it 
operates. The main components are base 
salary, car allowance, a bonus plan, pension 
contributions and share options. Note 6 to 
the financial statements provides details of 
the remuneration paid and payable in respect 
of the year ended 31 March 2008. 

Service Contracts
The Executive Directors have service 
contracts that are terminable by either party 
giving 12 months’ notice to the other. The 
Non-Executive Directors service contracts 
are terminable on three months’ notice by 
either party with the exception of J Tredoux 
whose services are provided via Tredoux 
Capital, corporate finance advisers to the 
Group. This engagement is terminable on 30 
days’ notice by either party.

Pension Arrangements
The Group makes pension contributions to 
money purchase schemes in respect of both 
of the Executive Directors.

Share Options
The Company operates a Share Option 
Plan which comprises three parts in similar 
form ie an EMI Part, an Approved Part and 
an Unapproved Part. The Plan is open 
to all employees and directors, with the 
grant of options being supervised by the 
Remuneration Committee of the Board.

Prior to the Group’s admission to AIM, 
a number of options were granted for 
nil consideration under the Plan. No 
performance criteria were attached to these 
options since they were primarily intended to 
recognise past performance. As at 31 March 
2008 the following options were outstanding, 
none having been exercised to date:

On 3 July 2002 further options were granted 
under the Plan. With the 2001 Award having 
fully lapsed, the Remuneration Committee 
decided to grant these options on a more 
restricted basis. No performance criteria 
were attached to these options. As at 31 
March 2008 the following options were 
outstanding:

AM Walker was granted 128,150 options 
under the EMI part of the Plan prior to the 
Group’s admission to AIM. He was also 
granted a further 240,000 unapproved 
options on 3 July 2002. No other Director 
has been granted options to date.

The Group’s shares commenced trading 
on 5 January 2001 at an issue price of 60p 
and, as at 31 March 2008, the mid market 
price was 27.5p. The share price fluctuated 
between a high of 55p and a low of 24.5p 
during the year ended 31 March 2008. 
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Statement of Directors’ Responsibilities
For the year ended 31 March 2008

The Directors are responsible for preparing 
the Annual Report, Directors’ Remuneration 
Report and the financial statements in 
accordance with applicable law and 
regulations.

Company law requires the Directors to 
prepare financial statements for each 
financial year. The Directors are required 
by the IAS Regulation to prepare the group 
financial statements under International 
Financial Reporting Standards (IFRSs) as 
adopted by the European Union.  The group 
financial statements are also required by law 
to be properly prepared in accordance with 
the Companies Act 1985 and Article 4 of the 
IAS Regulation.  

International Accounting Standard 1 requires 
that IFRS financial statements present 
fairly for each financial year the company’s 
financial position, financial performance 
and cash flows.  This requires the faithful 
representation of the effects of transactions, 
other events and conditions in accordance 
with the definitions and recognition criteria for 
assets, liabilities, income and expenses set 
out in the International Accounting Standards 
Board’s ‘Framework for the preparation and 
presentation of financial statements’.  In 
virtually all circumstances, a fair presentation 
will be achieved by compliance with all 
applicable IFRSs.  However, directors are 
also required to:

•	 properly select and apply accounting 
policies;

•	 present information, including accounting 
policies, in a manner that provides 
relevant, reliable, comparable and 
understandable information; and 

•	 provide additional disclosures when 
compliance with the specific requirements 
in IFRSs are insufficient to enable users 
to understand the impact of particular 
transactions, other events and conditions 
on the entity’s financial position and 
financial performance.

The Directors have elected to prepare 
the parent company financial 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 fair view of the state of affairs 
of the company. In preparing these financial 
statements, the Directors are required to:

•	 select suitable accounting policies and 
then apply them consistently;

•	 make judgments and estimates that are 
reasonable and prudent;

•	 state whether applicable UK Accounting 
Standards have been followed, subject 
to any material departures disclosed and 
explained in the financial statements; and

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

The Directors are responsible for keeping 
proper accounting records that disclose 
with reasonable accuracy at any time the 
financial position of the company and enable 
them to ensure that the financial statements 
comply with the Companies Act 1985. They 
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 irregularities.

The Directors are responsible for the 
maintenance and integrity of the corporate 
and financial information included on the 
company’s website. Legislation in the United 
Kingdom governing the preparation and 
dissemination of financial statements may 
differ from legislation in other jurisdictions.
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Independent Auditors’ Report 
to the Members of Intercede Group plc
For the year ended 31 March 2008

We have audited the group and parent 
company financial statements (the ‘’financial 
statements’’) of Intercede Group plc for the 
year ended 31 March 2008 which comprise 
the Consolidated Income Statement, the 
Consolidated and Company Balance Sheets, 
the Consolidated Cash Flow Statement, 
the Consolidated Statement of Changes in 
Equity and the related notes 1 to 20. These 
financial statements have been prepared 
under the accounting policies set out therein.

This report is 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 this report, or for the opinions we 
have formed.

Respective responsibilities of directors 
and auditors
The directors’ responsibilities for preparing 
the Annual Report and the group financial 
statements in accordance with applicable 
law and International Financial Reporting 
Standards (IFRSs) as adopted by the 
European Union, and for preparing the 
parent company financial statements in 
accordance with applicable law and United 
Kingdom Accounting Standards (United 
Kingdom Generally Accepted Accounting 
Practice) are set out in the Statement of 
Directors’ Responsibilities.

Our responsibility is to audit the financial 
statements in accordance with relevant legal 
and regulatory requirements and International 
Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether 
the financial statements give a true and 
fair view and are properly prepared in 
accordance with the Companies Act 1985. 
We also report to you whether in our opinion 
the information given in the Directors’ Report 
is consistent with the financial statements. 
The information given in the Directors’ Report 
includes that specific information presented 
in the Operating and Financial Review that 
is cross referred from the Business Review 
section of the Directors’ Report.

In addition we report to you if, in our opinion, 
the company has not kept proper accounting 
records, if we have not received all the 
information and explanations we require for 
our audit, or if information specified by law 
regarding directors’ remuneration and other 
transactions is not disclosed. 

We read the other information contained 
in the Annual Report as described in the 
contents section, and consider whether 
it is consistent with the audited financial 
statements. We consider the implications 
for our report if we become aware of 
any apparent misstatements or material 
inconsistencies with the financial statements. 
Our responsibilities do not extend to any 
further information outside the Annual 
Report.

Basis of audit opinion
We conducted our audit in accordance with 
International Standards on Auditing (UK and 
Ireland) issued by the Auditing Practices 
Board. An audit includes examination, on 
a test basis, of evidence relevant to the 
amounts and disclosures in the financial 
statements. It also includes an assessment 
of the significant estimates and judgments 
made by the directors in the preparation 
of the financial statements, and of whether 
the accounting policies are appropriate to 
the group’s and company’s circumstances, 
consistently applied and adequately 
disclosed.

We planned and performed our audit so as 
to obtain all the information and explanations 
which we considered necessary in order 
to provide us with sufficient evidence 
to give reasonable assurance that the 
financial statements are free from material 
misstatement, whether caused by fraud 
or other irregularity or error. In forming 
our opinion we also evaluated the overall 
adequacy of the presentation of information 
in the financial statements.

Opinion
In our opinion:

•	 the group financial statements give a true 
and fair view, in accordance with IFRSs 
as adopted by the European Union, of the 
state of the group’s affairs as at 31 March 
2008 and of its loss for the year then 
ended;

•	 the parent company financial statements 
give a true and fair view, in accordance 
with United Kingdom Generally Accepted 
Accounting Practice, of the state of the 
parent company’s affairs as at 31 March 
2008;

•	 the group and parent company financial 
statements have been properly prepared 
in accordance with the Companies Act 
1985; and

•	 the information given in the Directors’ 
Report is consistent with the financial 
statements.

Emphasis of matter – Going concern
Without qualifying our opinion, we draw 
attention to the disclosures made in note 1 
of the financial statements concerning the 
company’s ability to continue as a going 
concern. The company has convertible loans 
which will total £2,005,000 including accrued 
interest as at 31 May 2009 and which, if not 
converted to equity or further extended on 
that date, would require repayment. This 
condition indicates the existence of a material 
uncertainty which may cast significant doubt 
about the company’s ability to continue as 
a going concern. The financial statements 
do not include the adjustments that would 
result if the company was unable to continue 
as a going concern as it is not practicable to 
determine or quantify them.

Deloitte & Touche LLP

Chartered Accountants & Registered Auditors
Birmingham, UK
20 May 2008
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Consolidated Income Statement
For the year ended 31 March 2008

				    2008	 2007
			   Notes	 £’000	 £’000

Continuing operations

Revenue		  2	 2,805	 2,620
Cost of sales			   (30)	 (74)

Gross profit		  	 2,775	 2,546
Administrative expenses			   (2,877)	 (2,895)

Operating loss		  	 (102)	 (349)
Investment revenue		  3	 61	 25
Finance costs		  4	 (136)	 (126)

Loss before tax		  5	 (177)	 (450)
Tax		  7	 90	 71

Loss for the year		  	 (87)	 (379)

Basic and diluted loss per ordinary share		  8	 (0.2)p	 (1.1)p

The comparatives for the year ended 31 March 2007 have been restated as outlined in Note 20 to the Accounts.

There are no recognised gains or losses in either year other than the loss for the year.
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Consolidated Balance Sheet
At 31 March 2008

				    2008	 2007
			   Notes	 £’000	 £’000

Non-current assets
Property, plant and equipment		  9	 52	 38

Current assets
Trade and other receivables 		  11	 419	 234
Cash and cash equivalents			   1,153	 653

    			   1,572	 887

Total assets		  	 1,624	 925

Equity
Share capital		  12	 4,292	 4,271
Share premium account			   2,764	 2,107
Other reserves			   1,508	 1,508
Equity reserve			   109	 109
Retained earnings			   (9,851)	 (9,764)

Total equity		  13	 (1,178)	 (1,769)

Current liabilities
Trade and other payables		  14	 350	 414
Deferred revenue			   619	 583

      			   969	 997

Non-current liabilities
Convertible loan notes		  15	 1,833	 1,697

Total equity and liabilities		  	 1,624	 925

The comparatives for the year ended 31 March 2007 have been restated as outlined in Note 20 to the Accounts.

Signed on behalf of the Board

RA Parris	 Director
AM Walker	 Director

20 May 2008
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Consolidated Statement of Changes in Equity
For the year ended 31 March 2008

		  Share 	 Share	 Other	 Equity	 Retained
		  capital	 premium	 reserves	 reserve	 earnings	 Total
		  £’000	 £’000	 £’000	 £’000	 £’000	 £’000

At 1 April 2006 – UK GAAP	 4,271	 2,107	 1,508	 214	 (9,577)	 (1,477)

IFRS transition (see note 20)	 –	 –	 –	 –	 (22)	 (22)

At 1 April 2006 –  IFRS	 4,271	 2,107	 1,508	 214	 (9,599)	 (1,499)

Change in equity component on extension
of convertible loan notes	 –	 –	 –	 (105)	 214	 109

Retained loss for the period – UK GAAP	 –	 –	 –	 –	 (368)	 (368)

IFRS transition (see note 20)	 –	 –	 –	 –	 (11)	 (11)

At 31 March 2007 –  IFRS	 4,271	 2,107	 1,508	 109	 (9,764)	 (1,769)

Issue of shares, net of costs (see note 12)	 21	 657	 –	 –	 –	 678

Retained loss for the period 	 –	 –	 –	 –	 (87)	 (87)

At 31 March 2008	 4,292	 2,764	 1,508	      109	 (9,851)	 (1,178)
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Consolidated Cash Flow Statement
For the year ended 31 March 2008

				    2008	 2007
			   Notes	 £’000	 £’000

Cash flows from operating activities
Operating loss			   (102)	 (349)
Depreciation			   18	 15
(Increase)/decrease in trade and other receivables			   (184)	 82
Decrease in trade and other payables			   (29)	 (277)
Taxation received			   90	 71

Net cash from operating activities		  	 (207)	 (458)

Investing activities
Interest received			   61	 25
Purchases of property, plant and equipment			   (32)	 (26)

Net cash from/(used in) investing activities		  	 29	 (1)

Financing activities
Proceeds on issue of shares			   678	 –

Net increase/(decrease) in cash and cash equivalents		  	 500	 (459)

Non-cash movement		  16	 (136)	 (18)
Net debt at beginning of year			   (1,044)	 (567)

Net debt at end of year		  16	 (680)	 (1,044)

The comparatives for the year ended 31 March 2007 have been restated as outlined in Note 20 to the Accounts.
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Notes to the Consolidated Accounts
31 March 2008

1	 Accounting policies
The consolidated financial statements have been prepared in 
accordance with applicable International Financial Reporting Standards 
(IFRS) as issued by the International Accounting Standards Board, 
under the historical cost convention. The measurement bases and 
principal accounting policies of the Group are set out below.

The policies have changed from the previous year when the financial 
statements were prepared under applicable United Kingdom Generally 
Accepted Accounting Principles (UK GAAP). The comparative 
information has been restated in accordance with IFRS. The changes 
in accounting policy are explained in note 20. The date of transition to 
IFRS for the Group is 1 April 2006. A reconciliation of opening balances 
is provided in the Consolidated Statement of Changes in Equity on 
page 16. The accounting policies that have been applied in the opening 
balance sheet have also been applied throughout all periods presented 
in these financial statements.

In accordance with IFRS 1, the Group has applied the applicable 
mandatory exemptions and the following optional exemptions:

i)	 Business combinations that took place prior to the transition date 
of 1 April 2006 have not been restated; and

ii)	 IFRS 2 Share Based Payments has not been applied to any share 
options granted prior to 7 November 2002.

The preparation of financial statements in accordance with generally 
accepted accounting principles requires management to make 
judgements, estimates and assumptions that affect the application of 
policies and reported amounts of assets and liabilities, income and 
expenses. The estimates and associated assumptions are based 
upon historical experience and various other factors that are believed 
to be reasonable under the circumstances, the results of which form 
the basis of making judgements about carrying values of assets and 
liabilities that are not readily available from other sources. Actual 
results may differ from these estimates. The accounting estimates that 
have the most risk of causing a material adjustment to the amounts 
recognised in the financial statements are the judgements relating to 
revenue recognition, the measurement and impairment of intangible 
assets and the recognition of current and deferred tax assets and 
liabilities. 

The Company has elected to prepare its entity accounts in accordance 
with UK GAAP and these are presented on pages 28 to 31. 

Basis of consolidation
The Group financial statements include the results of the Company 
and its subsidiary undertakings.  The results of subsidiaries acquired 
during the year are included from the date of acquisition.  The results of 
businesses disposed of are included to the date of disposal.

The financial statements of the Company and its subsidiary 
undertakings are prepared for the same reporting year as the Group, 
using consistent accounting policies but in accordance with local 
Generally Accepted Accounting Principles. Adjustments are made 
to bring into line any dissimilar accounting policies that may exist. All 
intercompany balances and transactions, including unrealised profits 
arising from inter-group transactions, have been eliminated in full.

Going concern 
The financial statements have been prepared on a going concern 
basis which the Directors believe to be appropriate for the following 
reasons. As set out in note 17, the Group has financed its operations 
to date through a variety of sources of external finance primarily 
including equity and convertible loan notes. Two convertible loan note 
instruments are currently in place; the first totalling £450,000 was 
entered into on 31 March 2000 and has subsequently been extended 
on two occasions; the second totalling £982,000 was entered into 
on 6 December 2001 and has subsequently been extended on one 
occasion.

As set out in note 15, both loan notes are set to mature on 31 May 
2009 at which point each of the loan note holders will elect whether 

to exercise their conversion rights (at exercise prices of 15p and 20p 
per ordinary share for the £450,000 and £982,000 loans respectively), 
agree to a further extension of the loans or request the repayment of 
their portion of the loans plus accrued interest to that point. The total 
potential repayment including interest is £2,005,000.

As the loan note holders’ decision is unknown at this stage, 
International Standards on Auditing 570 ‘Going Concern’ require 
the Directors to state that this may give rise to a material uncertainty 
related to events or conditions which may cast significant doubt on the 
Group’s ability to continue as a going concern. In the event that some 
or all of the loan note holders do require repayment, the Group does 
not currently have in place sufficient cash or committed facilities to do 
so. Therefore it may, if it is required but not able to obtain alternative 
funding beyond 31 May 2009, be unable to realise its assets and 
discharge its liabilities in the normal course of business.

However, on the basis of cash flow forecasts, the exercise prices for 
loan note conversion, and previous discussions with the Group’s loan 
note holders and major shareholders, the Directors have assumed that 
the Group will continue to operate within both available and prospective 
facilities. Accordingly the financial statements have been prepared on a 
going concern basis and do not include any adjustments that would be 
required in the event that the loan note holders do request repayment 
and alternative finance is not available. 

Business combinations and goodwill
Goodwill represents the excess of the fair value of the purchase 
consideration for the subsidiary undertakings over the fair value of 
the identifiable assets and liabilities of a subsidiary at the date of 
acquisition.

Goodwill arising on acquisitions is capitalised and subject to impairment 
review at least annually, but also when there are indications that the 
carrying value may not be recoverable.  Any impairment is recognised 
immediately in the income statement and is not subsequently reversed.

Research and development costs
Expenditure incurred on research and product development and testing 
is charged to the income statement in the period in which it is incurred, 
unless the development expenditure meets the criteria for capitalisation. 
Where the development expenditure meets the criteria for capitalisation, 
development costs are capitalised and amortised over the period of 
expected future sales of the related projects with impairment reviews 
being carried out at least annually.  The asset is carried at cost less any 
accumulated amortisation and impairment losses.

In general the Group’s research and development activities are closely 
interrelated and it is not until the technical feasibility of a product can 
be determined with reasonable certainty that development costs are 
separately identifiable. In addition, intangible assets are not recognised 
unless it is reasonably certain that the resultant products will generate 
future economic benefits in excess of the amounts capitalised. 

Property, plant and equipment
Property, plant and equipment is stated at historical cost less 
depreciation and any impairment in value.  Historical cost includes 
all expenditure that is directly attributable to the acquisition of the 
assets.  Subsequent costs are included in the asset’s carrying amount 
or recognised as a separate asset, as appropriate, only when the 
costs provide enhancement, it is probable that future economic 
benefits associated from the item will flow to the Group and the cost 
of the enhancement can be measured reliably.  All other repair and 
maintenance costs are charged to the income statement during the 
financial period in which they are incurred.  

Depreciation is provided to write off the cost less the estimated residual 
value of property, plant and equipment over their estimated useful 
economic lives by equal annual instalments using the following rates:

Fixtures and fittings			   15% pa
Computer and office equipment	 25% pa
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Leased assets
Leases under which all the risks and rewards of ownership are 
effectively retained by the lessor are classified as operating leases. 
Operating lease payments are charged to the income statement on a 
straight-line basis.  Benefits received as an incentive to enter into an 
operating lease are also spread on a straight-line basis over the lease 
term.

Trade and other receivables
Trade receivables are recognised and carried at original invoice amount 
less an allowance for any uncollectible amount that is made if and 
when collection of the full amount is no longer considered probable.  
Actual bad debts are written off when identified.

Cash and cash equivalents
Cash and cash equivalents comprise cash at bank and in hand and 
short-term deposits with an original maturity of less than three months.  

Convertible loan notes
Convertible loan notes are regarded as compound instruments, 
consisting of a liability component and an equity component. At the 
date of issue, the fair value of the liability component is estimated using 
the prevailing market interest rate for similar non-convertible debt. The 
difference between the proceeds of issue of the convertible loan notes 
and the fair value assigned to the liability component, representing the 
embedded option to convert the liability into equity of the group, is 
included in equity and is not subsequently re-measured. 

The interest expense on the liability component is calculated by 
applying the prevailing market rate for similar non-convertible debt 
at the date of issue of the instrument to the liability component of 
the instrument. The difference between this amount and the interest 
payable is added to the carrying amount of the convertible loan note.  

Finance costs
Finance costs represent the interest expense on the liability component 
of the convertible debt.

Revenue recognition 
Revenue, which excludes sales between Group companies and trade 
discounts, represents the invoiced value of goods and services net of 
value added tax. The Group’s revenue recognition polices are detailed 
below: 

Software licence sales – Revenue is recognised upon delivery of 
the software. Where a licence is supplied as part of an integrated 
consulting and development package, revenue is recognised on a time 
and materials basis.

Consulting and development services – Revenue is recognised on a 
time and materials basis as costs are incurred.

Support and maintenance – Support and maintenance services are 
provided on fixed fee contracts. Maintenance fees are invoiced at the 
beginning of the period to which they relate and are initially recorded 
as deferred income. Revenue is then recognised rateably over the 
maintenance period.

Distribution of hardware – Revenue is recognised upon delivery of the 
product.

Training and installation services – Revenue is recognised upon the 
completion of training or installation services.

Investment revenue
Investment revenue represents interest received and receivable on cash 
and cash equivalents.

Segmental reporting
A geographical segment is engaged in providing products or services 
within a particular economic environment and may be subject to risks 

and returns that are different from those of segments operating in other 
economic environments. A business segment is a group of assets and 
operations engaged in providing products or services that are subject 
to risks and returns that are different from those of other business 
segments. 

All of the Group’s revenue, operating losses and net assets originate 
from operations in the UK. The Directors consider that the activities of 
the Group constitute a single business segment.  

Pension costs
The Group operates a money purchase pension scheme via an 
independent provider. Contributions are charged to the income 
statement as incurred.

Holiday entitlements
In accordance with IAS 19 “Employee Benefits”, accruals are made in 
respect of holiday entitlements that have accrued to employees but 
had not been taken at the balance sheet date. 

Foreign currencies
The consolidated financial statements are presented in pounds sterling, 
which is the Group’s functional and presentational currency.  
Transactions in foreign currencies by individual entities are recorded 
using the rate of exchange ruling at the date of the transaction.  
Monetary assets and liabilities denominated in foreign currencies are 
translated using the rate of exchange ruling at the balance sheet date 
and the gains or losses on translation are included in the income 
statement.

Taxation
The tax expense represents the sum of the tax currently payable and 
deferred tax.

Deferred tax is recognised in respect of all timing differences that 
have originated but not reversed at the balance sheet date where 
transactions or events that result in an obligation to pay more or a right 
to pay less tax in the future have occurred at the balance sheet date.  
Deferred tax assets are recognised to the extent that the Directors 
consider that it is more likely than not that there will be suitable 
taxable profits from which the future reversal of the underlying timing 
differences can be deducted.

Deferred tax is measured on a non-discounted basis at the tax rates 
that are expected to apply in the periods in which the timing differences 
reverse, based on the tax rates and laws enacted or substantively 
enacted at the balance sheet date.

Provisions
Provisions are recognised when the Group has a present obligation 
as a result of a past event, and it is probable that the Group will be 
required to settle that obligation. If the effect is material, expected future 
cashflows are discounted using a current pre-tax rate that reflects, 
where appropriate, the risks specific to the liability.  

Forthcoming accounting standards
At the date of approval of these financial statements, the following 
standards and interpretations which have not been applied in these 
financial statements were in issue but not yet effective:

IFRS 8 “Operating Segments”
IFRIC 12 “Service Concession Arrangements”
IFRIC 13 “Customer Loyalty Programmes”
IFRIC 14 “IAS 19 – The Limit on a Defined Benefit Asset, Minimum 
Funding Requirements and their Interaction”

The Directors anticipate that the adoption of these standards and 
interpretations in future periods will have no material impact on the 
financial statements of the Group.
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2	 Revenue
All of the Group’s revenue, operating losses and net assets originate from operations in the United Kingdom.  The Directors consider that the 
activities of the Group constitute a single class of business.

The split of revenue by geographical destination can be analysed as follows:

				    2008	 2007
				    £’000	 £’000

United Kingdom	 1,378	 1,085
Rest of Europe	 298	 315
USA	 1,085	 970
Rest of World	 44	 250

	 2,805	 2,620

3	 Investment revenue
				    2008	 2007
				    £’000	 £’000

Interest receivable on cash and cash equivalents	 61	 25

4	 Finance costs
				    2008	 2007
				    £’000	 £’000

Interest payable on convertible loan notes	 136	 126

5	 Loss before tax
Loss on ordinary activities before taxation is stated after charging/(crediting):

				    2008	 2007
				    £’000	 £’000

Exchange (profits)/losses 	 (9)	 42
Depreciation of tangible fixed assets	 18	 15
Research and development expenditure	 1,040	 1,016
Operating lease rentals	 94	 95

The analysis of auditors’ remuneration is as follows:

				    2008	 2007
				    £’000	 £’000

Auditors’ remuneration for audit fees:
Fees payable to the Company’s auditors for the audit of the Company’s annual accounts	 21	 17
Audit of the Company’s subsidiaries pursuant to legislation	 2	 2

	 23	 19

Fees payable to the Company’s auditors for the audit of the Company’s annual accounts include £2,500 in relation to IFRS transition audit 
work (2007: £nil). Amounts payable to Deloitte & Touche LLP by the Company and its UK subsidiary in respect of non-audit services were 
£nil (2007: £nil).
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6	 Staff costs
The average monthly number of employees (including Executive Directors of the Group) was:
				    2008	 2007
				    Number	 Number

Technical	 28	 29
Sales and marketing			   7	 7
Administration	 5	 5

	

	 40	 41

	

		
Their aggregate remuneration comprised:
				    2008	 2007
				    £’000	 £’000

Wages and salaries			   2,049	 1,906
Social security costs			   213	 199
Pension costs			   61	 55

	 2,323	 2,160

Pension contributions totalling £9,000 (2007: £7,000) are included within year end creditors.

		
Directors’ remuneration
The aggregate remuneration of the Directors was as follows:
				    2008	 2007
				    £’000	 £’000

Emoluments	 300	 285
Company contributions to money purchase pension scheme	 16	 15

	

	 316	 300

	

Emoluments exclude fees paid to third parties.

Directors’ emoluments
		  Salary		  Benefits					   
		  and fees	 Bonus	 in kind	 Total	 Total	                      Pension contributions
		  2008	 2008	 2008	 2008	 2007	 2008	 2007
		  £’000	 £’000	 £’000	 £’000	 £’000	 £’000	 £’000

Executive Directors							     
RA Parris	 148	 10	 –	 158	 148	 11	 10
AM Walker	 110	 5	 –	 115	 110	 5	 5

Non-Executive Directors							     
JS Sikorski	 15	 –	 –	 15	 15	 –	 –
R Hoggarth	 12	 –	 –	 12	 12	 –	 –

		  285	 15	 –	 300	 285	 16	 15

							     

Fees paid to third parties	 12	 –	 –	 12	 12	 – 	 –

Fees paid to third parties comprise amounts paid to Tredoux Capital Limited under an arrangement to provide the Group with the services 
of J Tredoux as a Non-Executive Director. J Tredoux is a Director of Tredoux Capital Limited.

Details of the Directors’ share options are set out in the Report of the Remuneration Committee on page 11. 
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7	 Tax on loss on ordinary activities
The tax credit comprises:
				    2008	 2007
				    £’000	 £’000

Current year – UK corporation tax	 –	 –
Adjustment in respect of prior periods 	 90	 71

	 90	 71

The difference between the tax credit shown above and the amount calculated by applying the standard rate of UK corporation tax to the loss 
before tax is as follows:
				    2008	 2007
				    £’000	 £’000
				    	 Restated
				    	 (note  20)

Loss on ordinary activities before taxation	 (177)	 (450)

Loss on ordinary activities at UK corporation tax rate of 30% (2007: 30%) 	 53	 135
Adjustments to tax in respect of research and development tax credits relating to prior periods	 90	 71
Depreciation in excess of capital allowances	 1	 –
Expenses not deductible for tax purposes	 (1)	 –
Other temporary differences	 (16)	 –
Losses carried forward	 (37)	 (135)

Tax credit for the year	 90	 71

There is no charge in respect of corporation tax in either year due to the availability of losses.  An adjustment has been made in respect of research 
and development claims which have been agreed by the Inland Revenue. 

There was no deferred tax provided at either year end. Unprovided tax losses carried forward as at 31 March 2008 total £4,608,000 
(2007: £4,862,000).  A deferred tax asset would be recognised only when, on the basis of all available evidence, it can be regarded as more 
likely than not that there will be suitable taxable profits from which the future reversal of the underlying timing differences can be deducted.

On 26 June 2007, the House of Commons passed a Finance bill reducing the standard rate of corporation tax from 30% to 28%.  As a result, with 
effect from 1 April 2008, future profits of the company will be taxed at that rate.

8	 Basic and diluted loss per ordinary share
The calculations of loss per ordinary share are based on the loss for the financial year and the weighted average number of ordinary shares in issue 
during each year. Basic and diluted loss per share are the same as potential dilution cannot be applied to a loss making period.

				    2008	 2007
				    £’000	 £’000
				    	 Restated
				    	 (note  20)

Loss for the year	 (87)	 (379)

		
				    Number	 Number

Weighted average number of shares	 35,831,101	 33,963,438

		
				    Pence	 Pence

Basic and diluted loss per ordinary share	 (0.2)	 (1.1)
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9	 Property, plant and equipment	 Computer	
			   Fixtures and	 and office	
	 		  fittings	 equipment	 Total
			   £’000	 £’000	 £’000

Cost			 
At 1 April 2006		  90	 182	 272
Additions		  –	 26	 26
Disposals		  (7)	 (3)	 (10)

At 1 April 2007		  83	 205	 288
Additions		  –	 32	 32
Disposals		  (49)	 (83)	 (132)

At 31 March 2008		  34	 154	 188

Depreciation			 
At 1 April 2006		  81	 164	 245
Charge for the year		  5	 10	 15
On disposals		  (7)	 (3)	 (10)

At 1 April 2007		  79	 171	 250
Charge for the year		  2	 16	 18
On disposals		  (49)	 (83)	 (132)

At 31 March 2008		  32	 104	 136

Carrying value			 
At 31 March 2008		  2	 50	 52

At 31 March 2007		  4	 34	 38

10	 Subsidiaries
The Company’s subsidiaries, all of which have been consolidated in the Group’s financial statements at 31 March 2008, are as follows:

		  Country of incorporation	 Class of shares	 % held	 Principal activity

Intercede Limited	 England and Wales	 Ordinary	 100	 Software developer
Intercede 2000 Limited	 England and Wales	 Ordinary	 100 	 Dormant

11	 Trade and other receivables
				    2008	 2007
				    £’000	 £’000

Trade receivables	 379	 190
Prepayments and accrued income	 40	 44

	 419	 234

As outlined in note 17, the Group’s main credit risk relates to its trade receivables. The carrying amount of trade and other receivables approximates 
to their fair value, which has been calculated based on expectations of debt recovery from historic performances feeding into bad debt provision 
calculations. Trade receivables are stated net of an allowance for estimated irrecoverable amounts of £10,000 (2007: £12,000). The amount written 
off as irrecoverable during the year was £2,000 (2007: £6,000).

Included within trade receivables are debtors with a carrying amount of £46,000 (2007: £93,000) which are past due but have not been provided 
against as the amounts are still considered to be recoverable. The level of unprovided debtors over 60 days old was £1,000 (2007: £nil). The 
average age of the Group’s trade receivables is 33 days (2007: 25 days).
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12	 Called-up share capital
				    2008	 2007
				    £’000	 £’000

Authorised		
481,861,616 (2007: 481,861,616) ordinary shares of 1p each 			    4,819	 4,819
393,138,384 (2007: 393,138,384) deferred shares of 1p each 			   3,931	 3,931

				    8,750	 8,750

Issued and fully-paid		
36,093,741 (2007: 33,963,438) ordinary shares of 1p each			   361	 340
393,138,384 (2007: 393,138,384) deferred shares of 1p each			   3,931	 3,931

				    4,292	 4,271

The increase in issued and fully-paid ordinary shares of 1p each reflects the placing of 2,130,303 shares on 16 May 2007 at an issue price of 33p 
per ordinary share.

On 13 May 2008, Credo Corporate Finance exercised the warrants which were granted in connection with the July 2003 placing. This has resulted 
in the issue of a further 1,017,100 ordinary shares at the July 2003 placing price of 7.8p per ordinary share, raising a total of £79,000.

Subject to the conversion of all existing convertible loan stock and share options, the maximum potential fully diluted share capital is 48,735,009 
ordinary shares of 1p each.

The deferred shares, which were created as a result of a Placing which took place on 1 July 2003, have minimal rights attaching to them and are 
effectively worthless.

13	 Reconciliation of movement in equity
					     2008	 2007
					     £’000	 £’000
				    	 Restated
				    	 (note  20)

Retained loss for the year			   (87)	 (379)
Change in equity component on extension of convertible loan notes (note 16)			   –	 109
Placing in year			   678	 –

Net increase/(decrease) in equity			   591	 (270)
Opening equity			   (1,769)	 (1,499)

Closing equity			   (1,178)	 (1,769)

14	 Trade and other payables
					     2008	 2007
					     £’000	 £’000
				    	 Restated
				    	 (note  20)

Trade payables	 128	 185
Other taxation and social security	 93	 101
Accruals	 129	 128

	 350	 414
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15	 Convertible loan notes
				    2008	 2007
				    £’000	 £’000

6% convertible unsecured loan stock (31 May 2009)	 1,833	 1,697

Borrowings are repayable as follows:
				    2008	 2007
				    £’000	 £’000

Between one and two years	 1,833	 –
Between two and five years	 –	 1,697

	 1,833	 1,697

On 31 May 2006, a variation of terms was agreed with the convertible loan note holders. The loan periods were both extended to 31 May 2009 
and interest chargeable was increased to 6% per annum with effect from 1 April 2006. The convertible loan note holders are able to convert the 
loans and associated interest outstanding at a price of 20p and 15p per ordinary share for the original £982,000 and £450,000 loans respectively. 
The loans and associated interest totalling £2,005,000 will be repayable as at 31 May 2009 if they choose not to convert.

In accordance with IAS 32, the amount outstanding has been split into equity and debt components as follows:  

				    2008	 2007
				    £’000	 £’000

Nominal value of convertible loan notes issued (including accrued interest to 31 May 2006)	 1,701	 1,701
Equity component at date of issue	 (109)	 (109)

Liability component at date of issue	 1,592	 1,592
Interest charged from date of issue	 241	 105
Interest paid	 –	 –

Liability component at 31 March	 1,833	 1,697

The interest expense on the liability component is calculated by applying the prevailing market rate for similar non-convertible debt at the date of 
issue of the instrument to the liability component of the instrument.

16	 Analysis of net debt
		  2007	 Cash flow	 Non-cash	 2008
			   	 movement	
		  £’000	 £’000	 £’000	 £’000

Cash and cash equivalents	 653	 500	 –	 1,153
Debt due after one year	 (1,697)	 –	 (136)	 (1,833)

Net debt	 (1,044)	 500	 (136)	 (680)

The non-cash movement represents the interest payable on the convertible loan notes.



26   Intercede Group plc Annual Report and Accounts 2008

Notes to the Consolidated Accounts
31 March 2008

17	 Financial instruments
The numerical disclosures in this note deal with financial assets and financial liabilities. Short term trade receivables and payables have been 
excluded from the disclosures, with the exception of the currency disclosures.

The Group’s financial instruments comprise convertible loan notes, cash and cash equivalents, and various items such as trade receivables and 
payables which arise directly from its operations.  The main purpose of these financial instruments is to fund the Group’s operations. It is, and has 
been throughout the year under review, the Group’s policy that no trading in financial instruments shall be undertaken.

The main risks arising from the Group’s financial instruments are interest rate risk, liquidity risk, credit risk and foreign currency risk.  The Board has 
reviewed these risks on an ongoing basis throughout the year.  The policy for their management is summarised below:

Interest rate risk
The Group has financed its operations to date through a variety of sources of external finance primarily including equity and convertible loan notes.  
The convertible loan notes, which are denominated in sterling, bear interest at fixed rates.

Liquidity risk
The Group’s policy has been to ensure continuity of funding throughout the year.

Credit risk
The Group’s business model is to license its technology and sell its products via OEM and Reseller partners who are typically major IT security 
industry players. Furthermore, at this stage in the development of the market for smart card and identity management software, end user customers 
tend to be large corporates or government departments. As such, the inherent credit risk is relatively low. 

Foreign currency risk
A number of suppliers invoice the Group in US Dollars and Euros. The Group has also entered into a number of agreements to license its 
technology and sell its products via other international organisations. This will increasingly result in invoices being raised in currencies such as US 
Dollars and Euros. These exposures are not hedged and the exchange differences are recognised in the Profit and Loss Account in the year in 
which they arise (see note 5).

Interest rate profile
The Group has cash deposits of £1,153,000 (2007: £653,000). This includes US Dollar deposits of £151,000 (2007: £120,000) and Euro deposits 
of £37,000 (2007: £31,000).  Interest rates on cash deposits are based on LIBOR.

The interest rate profile of the Group’s financial liabilities at 31 March 2008 and 31 March 2007 was as follows:

		  2008		  2007 
		  Fixed rate		  Fixed rate	
			   Weighted		  Weighted 
			   average		  average
		  Weighted	 period for 	 Weighted	 period for 
		  average	 which rate 	 average	 which rate
		  interest rate	 is fixed 	 interest rate	 is fixed
		  %	 Years	 %	 Years

Sterling:		
  –  convertible loan notes	 6.0	 1.2	 6.0	 2.2

Currency exposures
The table below shows the Group’s currency exposures; in other words, those transactional exposures that give rise to the net currency gains 
and losses recognised in the Income Statement.  Such exposures comprise the monetary assets and monetary liabilities of the Group that are not 
denominated in the operating (or “functional”) currency of the Group (Sterling).  These exposures were as follows:

				   Net foreign currency monetary assets/(liabilities)
			   US Dollar	 Euro	 Total
			   £’000	 £’000	 £’000

At 31 March 2008		  408	 60	 468

At 31 March 2007		  181	 82	 263

Maturity of financial liabilities
The maturity profile of the Group’s financial liabilities at 31 March 2008 and 31 March 2007 is outlined within notes 14 and 15.

Borrowing facilities
The Group has no undrawn committed borrowing facilities (2007: £nil). 
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18	 Financial commitments
a)	 Capital commitments
The Group had no capital commitments at the year end (2007: £nil).

b)	 Operating leases
Annual commitments under non-cancellable operating leases are as follows:
				    2008	 2007
				    Land and	 Land and
				    buildings	 buildings
				    £’000	 £’000

Expiry date:
  –  after five years			   81	 81

	

On 7 April 2000, the Group entered into a fifteen year non-cancellable operating lease in respect of its offices.  The annual lease rental is £81,000 
and the next rent review falls due in April 2010.

19	 Related party transactions
During the year ended 31 March 2008, J Tredoux served as a Non-Executive Director. J Tredoux is also a director of Tredoux Capital Limited, the 
Group’s corporate finance adviser.  Consultancy fees charged by Tredoux Capital Limited to the Group in respect of his services as a Non-Executive 
Director and general corporate finance advice, and balances outstanding at the year ends were as follows:

				    2008	 2007
				    £’000	 £’000

Consultancy fees charged			   20	 20

Balance outstanding at year end			   10	 15

20	 Explanation of transition to IFRS
As outlined in Note 1, the AIM Listing rules require the Group to present its results under IFRS for the year ending 31 March 2008. 

The only adjustment identified as being necessary as a result of the transition to IFRS relates to the requirement for a holiday pay accrual in 
accordance with IAS 19. The accruals required are £22,000 at 1 April 2006 and £33,000 at 31 March 2007. As outlined in the Consolidated 
Statement of Changes in Equity on page 16, the impact on the Income Statement is an £11,000 charge against profits for the year ended 
31 March 2007. 
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				    2008	 2007
			   Notes	 £’000	 £’000

Fixed assets
Investments		  2	 2,916	 2,916

Current assets		  	
Debtors		  3	 1,408	 641

Creditors: Amounts falling due within one year		  4	 (10)	 (10)

Net current assets		  	 1,398	 631

Total assets less current liabilities		  	 4,314	 3,547
Creditors: Amounts falling due after more than one year		  5	 (1,833)	 (1,697)

Net assets		  	 2,481	 1,850

Capital and reserves
Called-up share capital		  6	 4,292	 4,271
Share premium account		  7	 2,764	 2,107
Equity reserve		  7	 109	 109
Profit and loss account		  7	 (4,684)	 (4,637)

Shareholders’ funds		  	 2,481	 1,850

The accompanying notes are an integral part of these balance sheets. 

Signed on behalf of the Board

RA Parris	 Director
AM Walker	 Director

20 May 2008



Intercede Group plc Annual Report and Accounts 2008   29

1	 Accounting policies
The financial statements have been prepared in accordance with applicable United Kingdom accounting standards. The Company has taken 
advantage of Section 230 of the Companies Act 1985 not to present its own profit and loss account. The amount of loss dealt with in the 
Company financial statements was £47,000 (2007: £36,000 loss). 

A summary of the principal accounting policies, which have been applied consistently, is set out below.

Basis of accounting
The financial statements have been prepared under the historical cost basis of accounting.

Cash flow statement
The Company has taken advantage of the exemption available under FRS 1 (revised 1996) “Cash Flow Statements” which provides that a cash 
flow statement does not have to be prepared where a company is a member of a group and a consolidated Cash Flow Statement is published.

Fixed asset investments
Investments held as fixed assets are stated at cost less provision for any permanent diminution in value.

Convertible loan notes
Convertible loan notes are regarded as compound instruments, consisting of a liability component and an equity component. At the date of issue, 
the fair value of the liability component is estimated using the prevailing market interest rate for similar non-convertible debt. The difference between 
the proceeds of issue of the convertible loan notes and the fair value assigned to the liability component, representing the embedded option to 
convert the liability into equity of the group, is included in equity and is not subsequently re-measured. 

The interest expense on the liability component is calculated by applying the prevailing market rate for similar non-convertible debt at the date 
of issue of the instrument to the liability component of the instrument. The difference between this amount and the interest paid is added to the 
carrying amount of the convertible loan note.

Taxation
UK corporation tax is provided at amounts expected to be paid (or recovered) using the tax rates and laws that have been enacted or substantially 
enacted by the balance sheet date. 

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the balance sheet date where transactions 
or events that result in an obligation to pay more tax in the future or a right to pay less tax in the future have occurred at the balance sheet date.  
Timing differences are differences between the Company’s taxable profits and its results as stated in the financial statements that arise from the 
inclusion of gains and losses in tax assessments in periods different from those in which they are recognised in the financial statements.

A net deferred tax asset is regarded as recoverable and therefore recognised only when, on the basis of all available evidence, it can be regarded 
as more likely than not that there will be suitable tax profits from which the future reversal of the underlying timing differences can be deducted.

Deferred tax is measured at the average tax rates that are expected to apply in the periods in which differences are expected to reverse, based on 
tax rates and laws that have been enacted or substantively enacted by the balance sheet date.  Deferred tax is measured on a non-discounted 
basis.

Notes to the Company Accounts
31 March 2008
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2	 Investment
				    2008	 2007
				    £’000	 £’000

Cost and net book value
Investment in subsidiary undertakings	 2,916	 2,916

The Company’s subsidiaries are as follows:

		  Country of incorporation	 Class of shares	 % held	 Principal activity

Intercede Limited	 England and Wales	 Ordinary	 100	 Software developer
Intercede 2000 Limited	 England and Wales	 Ordinary	 100 	 Dormant

3	 Debtors: Amounts falling due within one year
				    2008	 2007
				    £’000	 £’000

Amounts owed by group undertakings	 1,407	 640
Prepayments and accrued income	 1	 1

	 1,408	 641

4	 Creditors: Amounts falling due within one year
				    2008	 2007
				    £’000	 £’000

Accruals	 10	 10

5	 Creditors: Amounts falling due after more than one year

				    2008	 2007
				    £’000	 £’000

Convertible loan notes:	 	
6% convertible unsecured loan stock (31 May 2009)	 1,833	 1,697

Borrowings are repayable as follows:
				    2008	 2007
				    £’000	 £’000

Convertible loan notes
Between one and two years	 1,833	 –
Between two and five years	 –	 1,697

	 1,833	 1,697

On 31 May 2006, a variation of terms was agreed with the convertible loan note holders. The loan periods were both extended to 31 May 2009 and 
interest chargeable was increased to 6% per annum with effect from 1 April 2006. The convertible loan note holders are able to convert the loans 
and associated interest outstanding at a price of 20p and 15p per ordinary share for the original £982,000 and £450,000 loans respectively. The 
loans and associated interest totalling £2,005,000 will be repayable as at 31 May 2009 if they choose not to convert.

In accordance with FRS 25, the amount outstanding has been split into equity and debt components as follows:  

				    2008	 2007
				    £’000	 £’000

Nominal value of convertible loan notes issued (including accrued interest to 31 May 2006)	 1,701	 1,701
Equity component at date of issue	 (109)	 (109)

Liability component at date of issue	 1,592	 1,592
Interest charged from date of issue	 241	 105
Interest paid	 -	 –

Liability component at 31 March	 1,833	 1,697

The interest expense on the liability component is calculated by applying the prevailing market rate for similar non-convertible debt at the date of issue 
of the instrument to the liability component of the instrument.
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6	 Called-up share capital
				    2008	 2007
				    £’000	 £’000

Authorised		
481,861,616 (2007: 481,861,616) ordinary shares of 1p each 			    4,819	 4,819
393,138,384 (2007: 393,138,384) deferred shares of 1p each 			   3,931	 3,931

				    8,750	 8,750

Allotted, called-up and fully-paid		
36,093,741 (2007: 33,963,438) ordinary shares of 1p each			   361	 340
393,138,384 (2007: 393,138,384) deferred shares of 1p each			   3,931	 3,931

				    4,292	 4,271

The increase in issued and fully-paid ordinary shares of 1p each reflects the placing of 2,130,303 shares on 16 May 2007 at an issue price of 33p 
per ordinary share.

On 13 May 2008, Credo Corporate Finance exercised the warrants which were granted in connection with the July 2003 placing. This has resulted 
in the issue of a further 1,017,100 ordinary shares at the July 2003 placing price of 7.8p per ordinary share, raising a total of £79,000.

Subject to the conversion of all existing convertible loan stock and share options, the maximum potential fully diluted share capital is 48,735,009 
ordinary shares of 1p each.

The deferred shares, which were created as a result of a Placing which took place on 1 July 2003, have minimal rights attaching to them and are 
effectively worthless.

7	 Reserves
				    Share		  Profit and	
				    premium	 Equity	 loss	
				    account	 reserve	 account	 Total
				    £’000	 £’000	 £’000	 £’000

At beginning of year		  2,107 	 109	 (4,637)	 (2,421)

Placing in year		  657	 –	 –	 657
Retained loss for the year		  –	 –	 (47)	 (47)

At end of year		  2,764	 109	 (4,684)	 (1,811)

8	 Financial commitments
a)	 Capital commitments
The Company had no capital commitments at the year end (2007: £nil)

b)	 Operating leases
The Company had no annual commitments under non-cancellable operating leases at the year end (2007: £nil).
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Notice of Annual General Meeting
For the year ended 31 March 2001

Notice is hereby given that the seventh Annual General Meeting of Intercede Group plc will be held at Lutterworth Hall, St. Mary’s Road, 
Lutterworth, Leicestershire, LE17 4PS on Wednesday 2 July 2008 at 11:00 am for the following purposes:

Ordinary Business
1		 To receive the accounts for the year ended 31 March 2008 and the reports of the Directors and the auditors.

2		 To re-elect Andrew Michael Walker as a director.

3		 To re-appoint Deloitte & Touche LLP to hold office as auditors until the next Annual General Meeting, and to authorise the Directors to determine 
the remuneration of the auditors.

Special Business
There is no special business to be transacted this year following the authority which was granted to the Directors at the 2006 Annual General 
Meeting for the allotment of shares in accordance with Sections 80 & 95 of the Companies Act 1985. This authority will expire at the earlier of the 
2009 Annual General Meeting or 5 October 2009.

By order of the Board	 Registered Office
	 Lutterworth Hall
	 St. Mary’s Road
Andrew Walker	 Lutterworth
Company Secretary	 Leicestershire
20 May 2008	 LE17 4PS

Note:

A member entitled to attend and vote is entitled to appoint a proxy to attend and, on a poll, vote instead of him. A proxy need not also be a member of the Company.

Under Regulation 34 of the Uncertificated Securities Regulations 1995, only those shareholders whose names are on the register of members of the Company 48 hours before the 

time of meeting are entitled to attend and vote at the meeting in respect of the shares registered in their names at that time. Subsequent changes to the register shall be disregarded in 

determining the rights of any person to attend or vote at the meeting.

The following documents are available for inspection by members at the registered office of the Company on weekdays during normal business hours from the date of this Notice until the 

date of the Meeting and will be available at the place of the Meeting from not less than 15 minutes before the Meeting to its conclusion:

		  (i) the Register of Directors’ interests required to be kept under Section 325 Companies Act 1985; and

		  (ii) copies of the Directors’ contracts of service.
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