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recruitment consultants. Supplying permanent and contract

personnel at all I'T levels, either as a single skill or a fully
managed team, our niche market expertise and proven
resourcing processes have resulted in many ‘preferred supplier’

and ‘sole supplier’ relationships being established. Additional

HIGHAMS RECRUITMENT SERVICES (N.E.) LIMITED
is a subsidiary company which commenced operations in early
1998. With a sales office in The Hague, it serves the Dutch and

Northern European markets. Applying the same focused
approach and recognised processes as in the UK office, the
company operates primarily in its niche areas of insurance,

banking, finance and telecommunications. Since its inception,
the company has grown rapidly and achieved a solid reputation,
establishing ‘preferred supplier’ relationships with some of

the largest financial services groups in The Netherlands.




BUSINESS 50

HIGHAMS BUSINESS SOLUTIONS (HBS) has two main

areas of focus. Highams’ highly successful software application,

Hi-Finance, has been implemented in a number of companies, .
ranging from small specialist factors through to major =

international groups. Supporting products such as recourse and

non-recourse factoring, invoice discounting, import and export
factoring and inventory finance, Hi-Finance provides multi--
currency and multi-lingual capabilities across many sites world-
wide. Focusing on our core markets of insurance, banking and
finance, HBS also provides IT and bl'jsiness'cdnsul'ting, bespoke
developments and systems support. Qur alliance w:th Slebei
Systems, Inc., a leading CRM application vendor also ensures we
can offer our clients total Customer Relationship Management

solutions to take their business forward into the new Millennium.

TRAINERS LIMITED

Highams’ commitment to continued expansion of its value -
added client service and product offerings. meclmg hlgh
quality IT training in networking__t_gc_hnologies, enterprise

technologies and end user applications, Trainers is accredited by

Novell, Microsoft and Lotus. The cémbany provides spééia?ised i

training and consultancy services for Lotus Notes for which it
is one of the UK market leaders. In line with Highams™ overall
strategy, Trainers is at the forefront of emerging technologies

“and provides the latest in on-iine training and ‘virtual’ education.

Whether from its purpose built facilities or at the client site,
Trainers provides the total training solution, either as a one-off

course or a multi-site rollout.
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" Chairman’s Statement

| am pleased to be able to repert to shareholders
a good resukt for the Group as a whole with
increased turnover and profits for the year ended
31 March 1999, particularly in respect of our
continued businesses, Recruitment Services and
Business Solutions, which both exceeded market

expectations.

Financial Results Group turnover increased by
36% to £34,069,990 (1998: £25,143,421),
with pre-tax profits amounting to £1,524,855, after net interest payable
and goodwill amortisation, an increase of 10% over the £1,383,327

achieved last year.

Our continued businesses, Recruitment Services and Business Solutions,
increased turnover by 33% and 30% respectively and both divisions
recorded significant increases in operating profit over the previous
vyear. Operating profits after head office costs amounted to £1,729,739
on turnover of £33,345,245 (year to 31 Maxch 1998: operating profits
of £1,381,509 on turnover of £25,143,421).

Having acquired Trainers Limited on 15 October 1998, five and a
half months’ xesults from Trainers were included in Group results to
31 March 1999. Trainers incurred an attrbutable pre-tax trading loss
for that period of £136,798 on turnover of £724,745. Additionally;
in arriving at Group pre-tax profits, we have had to amortise goodwill

arising on that acquisition since October 1998 of £56,862.

Comments on the trading position for Recruitment Services division,
Business Solutions division and Trainers Limited are provided in the

Chief Executive's Report.

Strategic Plan Your Board has adopted a strategy for the future growth
of your Group, the first element of which is to continue to develop
organically the activities and scope of our existing recruitment, factoring
system, consultancy and training acdvities. The second element is to
expand the range of services of the Business Solutions division into
ancillary I'T software activities, by developing new services in-house,
by joint ventures, and by acquisitions. We regard this second element
of our Strategic Plan as vital in the further development of Highams

as a broadly based, more balanced systems services group.

Insurance
AIG Europe (UK)
Abbey Life

Barclays Insurance Services
Barclays Life Assurance
Britannia Life
Century Life
CGU Life
Clerical Medical
Combill Insurance
Eagle Star Insurance
LEquitas
ERC Frankona Re
GA Bonus
Guardian Insurance
Gexling Global Generat & Re Co
Greystoke Legal Services
Independent Insurance
[nsurance Trading Exchange
Iron Trades Insurance
Legal & General
Liverpool Victoria
1loyd’s of London
Lloyds TSB Group
Natiomwide Life
MNorwich Union
0O1d Mutual Life
Odyssey Re
Pear] Assurance
Prudential Assurance
Municipal Mutiral Insurance
National Australia Group
NPI
Nationwide Life
Royal Sun Alliance
Standard Life Assurance

Sun Life of Canada

+
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Scottish Provident

Teachers Assurance
United Insurance
‘Winterthur Life

Zurich Insurance

Banking & Finance
Abbey National
ABN Amro
Artesia Factors
Aston Rothbury Factors
Bangue Paribas
Barclays Funds
Barclays ShareSave
Citibank
Commmonwealth Bank of Australia
De Lage Landen
Fidelity Investment Management
FMN Finance House
Gartmore Investments
GLE Invoice Finance
Halifax
Lombard Bank
Merrill Lynch
Metropolitan Factors
Midland Financial Services
Postbank
Prudential Portfelic Management
RBS Trust Bank
Salomon, Smith, Barney
Singer & Iriedlander Factors
Standard Chartered Bank

Non financial
Andersen Consulting
Anite Systems
Avero
Bausch & Lomb

Baver

¥
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To help us to satisfy these objectives, we have accelerated the

formalisation of functions already evolving at senior management level.
Ted Andrews has become Group Managing Director, with overall
responsibility for our existing Recruitment and Business Solutions
divisions and for head office services. John Higham, who remains Chief
Executive, will thus have more time to concentrate on identifying and
implementing opportunities to help us realise the second element of

our Strategic Plan.

Recruitment activities will remain of prime importance to the Group,
but the high proportion of the Group'’s turnover and profit contributions
provided by that division tends to distort market perception of what
we do, giving insufficient emphasis to the increasingly important and

profitable role of our other activities.

Share Capital On the acquisition of Trainers, as part of the initial

consideration for the purchase, we issued to Janice Brown, one of the
Vendors, 314,153 Highams Ordinary Shares, and a further 711,765
new shares were issued for cash to institutional investors at 85p per

share, raising approximately £588,000 (net of expenses).

Options During the year, we granted options over 415,439 shares at
115p per share to staff under the rules of the existing share option
schemes. These options can be exercised subject to a minimum
compound increase in EPS of 20% p.a. over three years. All staff
with two or more years’ service at the scheme anniversary have

been granted options.

Final Dividend Your directors recommend the payment of a final dividend
of 1.1p per Ordinary Share (1998 final: 1p) reflecting the improvement
in profits for the year. As I have said before, we do not regard Highams
as an income stock. It is proposed, again, to give shareholders the
option of receiving the final dividend in the form of shares rather
than cash under the Share Dividend Alternative Scheme adopted
last year. Some of the directors intend to avail themselves of this

option. The dividend will be paid on 27 August 1999.

Accordingly, all holders of Oxdinary Shares on the register at the close
of business on 25 June 1999 will be entitled to receive, as an alternative
to the cash dividend, one new Ordinary Share for every 61 Ordinary
Shares then held. This enttlement has been calculated on the basis of
the average of the middle market quotations of an Ordinary Share

traded on the Alternative Investment Market of the London Stock



Exchange for the period from 7 June to 11 June 1999 inclusive, being
66.9p per Ordinary Share. A Shareholder with 1,000 Ordinary Shares
who makes this election on all his shares would be entitled to 16

New Shares.

Accompanying this Report and Accounts, shareholders will find a
summary of the scrip dividend scheme adopted last year, and a form
of election to take this year’s final dividend in the form of shares

rather than cash.

Application for a full listing for Highams Shares In my Statement accom-
panying the announcement of our interim results to 30 September
1998 I said “It is the Board’s current intention to apply for a full
listing of the Company shares in the summer of 19997, As is well
known, I'T shares in our sector have experienced a downturn in market
rating over the past few months, and consequently the market price
of shares in the Company has been adversely affected. Therefore,
although applying for a full listing at as early a date as may be prudent
remains your Board's intention, we do not believe that current market
conditions and sentiment provide a favourable environment for an

application to be made this summer.

Executives and Staff Again this year I would like to thank our staff at
all levels for achieving such good results in what has in some areas not
been an easy year. I have great confidence in their potential successfully

to meet the challenges ahead.

Outlook and Current Trading Many clients of our Recruitment Services
division, over the last few months, have been reluctant to risk impacting
their Year 2000 changes by updating other aspects of their software,
but the level of core demand for contractors now seems to have
stabilised. The division is well placed to meet an upturn in the market
predicted by independent research, and we anticipate strong demand
later in this financial year. There are already signs of increased demand
for IT software training which is now showing through at Trainers.
‘The level of enquiries for factoring software in our Business Solutions

division is at an all-time high.

I therefore look forward to being able to report further expansion of

our activities and profitable progress for your Group in the current

year. NB;,Q G o.L; Mw

Nigel Grabam Maw Chalrmnan
25 June 1999

Blue Civele
Bridgeway Management
Cable & Wireless
Caledonian Airways
Celinet
Continuum Europe/CSC Continuum
Ericsson
European Financial Data
FI Group
Huen Corporation
1BM
1ICL
Interpolis
Mindport
Motorola
Novartis
OFSTED
Pfizer Limited
Pharos International
Pilat
PRT Group
Lucas Diesel Systems
Mercury Comntunications
Orange
Plato Computer Services
Racal
Reuters
Secor Consulting
Siemens
Svbase
Tandridge District Council
Telfort
Testeom UK
Tivoli
Unisys
Van den Bergh Foods
Viag Interkom

Vodafone
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 Chief Execitive's Report

I am pleased to report that Highams has had
a good year overall with increases in sales in
Recruitment Services of 339 and in Business

Solutions of 30%.

Demand for our systems services increased
during the year as a whole, although there

was a slowdown in demand for recruitment

services during the latter part of the year.
This came somewhat earlier than the IT
market, and commentators, had expected, with companies putting IT
projects en hold in the ‘“run up’ to Year 2000 for fear of complicating
their Year 2000 programme. Our strategy of providing a balanced
range of complementary services, coupled with our policy of forging
long term relationships with major blue-chip clients in the finance
sector (and other niche markets), helped us to exceed forecasts in

these divisions.

As has been reported earlier, during the year we made our first
acquisition since joining AIM, namely Trainers Limited, which
provides a range of IT technical and end-user training selutions
from its offices in Basingstoke, London and Newbury as well as at

various client sites in the UK and Europe.

During the year we further expanded our premises at Caterham and
recruited additional staff. This, together with our progressive investment
in FT infrastructure throughout the company, positions us well for

the future.

Trading Review

Recruitment Services This is our largest trading division; it provides
contract and permanent I'T personnel, primarily for a range of blue-
chip banking and insurance industry clients. Tumover and profit both
increased. producing operating profits of £2.7m (1998: £2.4m) on
turnover of £29.6m (1998: £22.2m). The rates we paid to contractors
rose 15% p.a. during the first part of the year when compared to the
previous year, in line with industry trends, but levelled during the

latter part and overall we maintained our gross margin percentage.



The division produced growth in turnover, supported by income from
a number of permanent placements, though the number of contractors
on clients’ sites fell during the year, and was 1 1% down at the end

of the trading year.

In reaction to changing market circumstances we have developed our
services further and placed an increased commitment on permanent
recruitment capabilities. We have also identified an increasing demand
for IT staff in telecomns markets and created a new team focused on
this niche, with early success in achieving preferred supplier agreements

with international companies.

Qur sales efforts in the Dutch market continued to grow according

to plan and contributed increased turnover and profit.

We have successfully introduced new IT systems throughout Recruitment
Services which will help to maximise efficiency and speed processes,
crucial in this fast moving market. We now receive the large majority
of applicants’ details via the internet and our extensive use of this
medium has shortened responses to client requirements from typically

10 days (where advertising was required) to a few hours.

Encouragingly, we have recently secured additional preferred supplier
arrangements for contractors with major clients, which will assist in

achieving targets for this new financial year and into the future.

Business Solutions ‘Turnover in the division grew 31% to £3.8m (1998:
£2.9m) over the previous year with operating profit up 37% to £839k
(1998: £611K). There was increased demand for our factoring systems
and IT consulting business also increased. Encouragingly we have an
active prospect list, and our conversion rate of enquiries to new clients

is excellent.

We completed three installations of our factoring software and began
work with three new clients. We announced the signing of a major new
client, FMN (part of the Dutch based Fortis Group), for customised
installations across Europe and these have now all been successfully
delivered. We continue to invest in our factoring software with the
introduction of a new modern technology front-end system. We are
also planning an exciting new ‘e-commerce’ enhancement for later

in this new financial year.

HIGHAMS R&ATS n
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The prospect list for our factoring system has never been better. Its

success has also attracted interest from asset based lending companies
and we have begun work with two clients to extend the system into
this growing aspect of commercial finance. Again, this will stand us

in good stead for the future.

I am pleased to announce the signing of a new alliance partnership
agreement with Siebel Systems, Inc. for the implementation of their
CRM (Custémer Relationship Management) systems in our core
markets. CRM systems are the new generation of front office customer
facing systems and the market statistics are for an annual compound
increase of 53% {(Source: Forrester Research). Siebel's strategy is to
expand through partnership implementation agreements with companies
such as Highams. Siebel’s growth rate from $35.8m in 1995 to $391m
in 1998 bodes well to provide an additional profitable focus for this
division.

Our consultancy and bespoke software services based on Microsoft
technologies for influential blue-chip clients increased 25%. During
the year we completed a major project for Barclays Stockbrokers.
In common with the rest of the IT sector, we found that new bespoke
business became less readily available, although this was compensated

for by an increase in [T consultancy business.

The UK market for applications software is forecast to grow by 9.29% p.a.
{Source: IDC). We foresee good prospects for this area of the company,
particulaxly with the planned developments to our factoring system,
the new Siebel partnership agreement and increased emphasis on

consultancy business.

Trainers Ltd Turnover for the five and a half months since the date of
acquisition was £725k with a pre-tax loss of £194k, which included

£57k amortisation of goodwill arising on the acquisition.

Trainers delivers technical and end-user training to a growing client
base in three principal product streams {enterprise technologies, network
applications and end-user applications). Trainers has a solid reputation
in the market and has accreditations with Novell, Microsoft and Lotus
for which it is a Lotus premier partner. Trainers serves blue-chip
clients such as Sun Life of Canada, IBM, Lotus Education, Novartis

and Motorola.



We have concentrated on developing the sales team and a new
organisational structure has been put in place under the leadership
of Trainers’ founder Janice Brown. We have also invested in new
product initiatives to keep up to date with market demand and we
have supplemented management support. Everything is now in place
and, with the market forecast to grow at 22% (Source: Holway),
we are anticipating an improved trading result during the current

financial year.

We remain confident of Trainers’ potential and the fit with our
strategy; we are committed to making it succeed as a profitable part

of the Group.

Staff I would like to add my own thanks to those of the Chairman to
the excellent team of staff which Highams has the good fortune to

employ. This year I am pleased to welcome the Trainers team.

In some ways this has not been an easy year and their loyalty is not
taken for granted. We continue to recognise their contribution and

achievements.

Prospects Our markets are driven by technology and will continually
require flexible systems resources. Our own independent research
confirms that clients will be releasing new projects that have been
stockpiled because of Year 2000. Further system enhancements created
by eurc-compliance and the enormous impact of ‘e-cornmerce’ on our
markets will cause further work. This will generate growth which the
Group is ideally positioned to capitalise on. Additionally, our new
initiatives and services, coupled with strategic alliances and carefully

chosen acquisitions, will increase our prospects of profitable growth.

‘We look forward to the future with enthusiasm and we have justifiable

g’@gce in the prosperity of the Group.

Jehn Migham Chief Executive
25 June 1999
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{CGHN HIGHAM

EDWARD ANDREWS

DENIS DRINAN

ANTHONY EVE

BRYAN MARTIN
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Directors

Nigel Nawton Graham Maw

MA LLM (Caritab) (aged 65) Non-Executive Chairman

Nigel Graham Maw was, until April 1993, Senior Parther of Rowe & Maw,
Solicitors. He is the principal co-author of “Maw on Corporate Governance”
and was until |998 special visiting professor to the Department of Law at
Nottingham University. He was formerly Deputy Chairman and then Chairman
of Decca Limited from 1979 te 1980, and was a non-executive director of
Telephone Rentals plc from 1984 to 1989.

John Edward Higham

ACH (aged 54) Chief Executive and Deputy Chairman

John Higham started his career in insurance in various technical and business
capacities and gained in-depth experience of the London insurance market,
life and general insurance. He joined Lonsdale Systems Limited in 1977 where
he spent 6 years implementing packaged financial software before founding
Highams in February [983.

Edward lan Andrews

(aged 47) Group Managing Director

Ted Andrews has been a director of Highams since joining the company in
November |983. Before joining Highams he spent 7 years at Lonsdale Systems
Limited implementing insurance software projects in a variety of technical
and management capacities and 5 years at Noble Lowndes & Partners as

a programmer and analyst. He is responsible for the Recruitment Services
and Business Solutions divisions of Highams.

Denis John Drinan

(aged 53) Non-Executive Director

Denis Drinan has 29 years experience in IT. He has been a director of Highams
since November 1983 and was responsible for the Business Soluticns division
until December |997 when he became a non-executive director.

Maurice Anthony Eve

FCA (aged 45) Finance Director and Company Secretary

Tony Eve was appointed Finance Director on 29 October 1996, He is a
chartered accountant and a partner in a firm of Chartered Accountants,

Eve & Hutchings, based in Coulsdon, Surrey.

Bryan john Martin

MBA (aged 43) Executive Director

Bryan Martin has over 20 years experience in the IT industry. He started his
career with American Express in the mid-70’s. Moving to John Wiley (publishers)
in 1979 he undertock a number of international assignments,

He was appointed European |T manager of Security Pacific Bank in 1988 and
since 1992 has managed the development of the highly acclaimed factoring
software within Highams. He recently completed his MBA and became an
executive director in June 1998.
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;Report of the Directors

The directors present their report and the audited financial statements for the

company and the group for the year ended 31 March 1999,

Principal activities Highams is a specialist IT systems services group; its principal
activities are the provision of I'T contract staff, systems consultancy, software
support and development services, factoring software and IT training. The group
operates principally in the insurance and finance sectors. Further details of the

group’s operations are given in the Chief Executive’s report.

Results and dividends The group recorded a profit before taxation for the year of
£1.52m (1998: £1.38m) on a turnover of £34.07m (1998: £25.14m).

On 15 October 1998, the company acquired the entire issued share capital of

Trainers Limited.

As noted in the Chairman’s Statement, the directors recommend a final dividend of
L.1p per share (1998: 1p). No interim dividend was paid during the year (1998: £nil).
Under the terms of the Share Dividend Alternative Scheme, shareholders are able,
if they so wish, to take some or all of their dividend entitlement in the form of new

ordinary shares instead of cash.

Directors The directors of the company are set out on page 15. All served throughout
the year except for Mr B] Martin who was appointed to the board on 10 June 1998.
In accordance with the company’s Articles of Association, Mx EI Andrews and

Mrx NN Graham Maw retire by rotation and offer themselves for re-election.
Biographical details for both are provided on page 14.

Directors’ interests in shares The persons who held the office of director at 31 March
1999 had the following interests in fully paid ordinary 5p shares of the company

at the beginning and end of the financial year:

1999 1998

(or appointment if later)

Shares Cptions Shares Options

NN Graham Maw 69,350 - 47,000 -

JE Higham 8,527,649 - 8,535,000 -

EI Andrews 3,400,000 - 3,400,000 -

DJ Drinan 2,188,780 . 2,265,000 -
MA Eve 50,400 - 43,000

BJ Martin 41,500 210,000 - 174,000



Notes:

1. NN Graham Maw’s interest includes 22,000 shares held by his personal
pension plan.

2. JE Higham’s interest includes 200,000 shares held by his wife and 1,230,000
shares held by The John Higham Family Trust.

3. DJ Drinan’s interest includes 183,600 shares held by his wife, 200,000 shares
held by the The Drinan Trust (1996) and 134,800 shares held by his personal
pension plan.

4. MA Eve has further non-beneficial interests in the 1,430,000 shares in aggregate
held by The John Higham Family Trust and by The Drinan Trust (1996) of which
he is a trustee.

5. MA Eve's interest includes 37,200 shares held by his wife and children.

On 18th January 1999, B] Martin exercised options over 40,000 shares in the

unapproved Employee Share Option Scheme at a gain of £24,000. He has further
options over 32,478 (1998: 14,000) shares in the Inland Revenue approved Executive
Share Option Scheme exercisable at 62.5p on 14,000 shares and £1.15 on 18,478
shares and 177,522 (1998: 160,000) shares in the unapproved Employee Share
Option Scheme exercisable at 10p on 120,000 shares and at £1.15 on 57,522 shares.

Substantial Shareholders As at 13 June 1999, the following substantial shareholding
had been notified to the company:

Number of %% of issued
Shares Share Capital
Singer & Friedlander 859,003 4.55%

Increase in share capital Details of movements in share capital are shown in note 19

on page 37.

Share option schemes Information regarding the company’s share option schemes is

given in note 24 to the accounts.

Corporate governance The directors report on pages 19 to 21 upon the extent to
which the company already observes and complies with the “Combined Code”
published by the London Stock Exchange in June 1998,

Supplier payment policy The group’s policy is to pay its contractors by direct credit
into their bank accounts immediately agreed invoices are received. The group’s
policy with regard to other suppliers is to settle amounts due in accordance with
the terms of payment agreed when agreeing the terms of each transaction. The trade
creditor days figure at 31 March 1999 was 24 (1998: 24).

HIGHAMS R&AFF
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Liability insurance for Company Officers The company has maintained insurance

cover for the directors against liability arising from negligence, default, breach of

duty and breach of trust in relation to the company.

Year 2000 Compliance The company has completed its preparation of processing
considerations arising from “Year 2000” and is not anticipating any internal

disruption to its systems.

European Monetary Union The company has liaised with its European customers to

ensure that it satisfies any requirements that they may have in dealing in the Euro.

Charitable and political donations During the year, the company made charitable
donations of £650 (1998: £250). There were no political donations.

Auditors A resolution to re-appoint Arthur Andersen as auditors will be proposed

at the Annual General Meeting.




Company law requires the directors to prepare accounts for each financial year

which give a true and fair view of the state of affairs of the company and of the
profit or loss of the company for that period. In preparing those accounts, the

directors are required to:

+ select suitable accounting policies and then apply them consistently;

+ make judgements and estimates that are reasonable and prudent;

+ state whether applicable accounting standards have been followed, subject to
any material departures disclosed and explained in the accounts; and

* prepare the accounts on the going concern basis unless it is inappropriate to

assume that the company will continue in business.

The directors are responsible for keeping proper accounting records which disclose
with reasonable accuracy, at any time, the financial position of the company and
enable them to ensure that the accounts 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.

Statement on Corporate Governance

The Board is committed to high standards of corporate governance so that the
company’s management procedures are transparent and clearly understood by

those who work within the company, and by those who invest in it.

The Board The aim of the Board is to function at the head of the company’s
management structures, leading and controlling its activities and setting a strategy

for enhancing shareholder value.

The directors are aware of their responsibility to exercise an independent judgement
on all matters and can take independent advice at the company’s expense up to a
reasonable amount. There is also a procedure for new appointees to the main Board

to receive, following appointment, appropriate training.

The Board currently consists of four executive directors and two non-executive
directors. Thus, NEDs “comprise not less than one third of the Board” which

complies with the code.

HIGHAMS R&AIS
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The company does not have a Nomination Corumittee as such; the Board collectively

undertakes the functions of such a committee,

The Chairman and the Chief Executive These two key tasks are carried out by two
different individuals. They have a clear understanding as to the split of responsibilities
between them, and they meet regularky on a one-to-one basis so that each is aware of
the ideas and actions of the other The corapany has not identified a “senior independent
director”, other than the Chairman, and the company does not comply with this

proposed provision of the code, and considers that it serves no useful purpose.

Internal control The Board has overall responsibility for ensuring that the group
maintains systems and internal financial controls that provide them with reasonable
assurance regarding the financial information both for use within the business and

for external publication, and that the assets are safeguarded.

There are inherent limitations in any system of internal control and accordingly even
the most effective system can provide only reasonable, and not absolute, assurance

with respect to the preparation of financial information and the safeguarding of assets.

The key features of the internal financial control system are:

= an organisational structure that has clear lines of respensibility supported by
regular communication between the executive board members;

* a schedule of matters reserved for Board level decisions, thus ensuring that
it maintains effective control over appropriate strategies, financial and
organisational issues;

* a financial reporting and information system that enables progress against budget

to be tracked monthly and variances to be investigated;

a system of detailed financial controis, closely monitored by the executive
directors and senior management, that includes approval limits for all ordexing

and expenditure;

regular analysis of likely future cash flows, to ensure that the company has adequate
funds and resources over the foreseeable future, and daily cash balances, to ensure

that the most effective use is made of available funds.

Audit Committee The Board has an established Audit Committee comprising the

Chairman, John Higham and Denis Drinan.

The terms of reference for the Audit Committee are to assist the Board in the

discharge of its responsibilities for corporate governance, financial reporting and
internal control. Its duties include maintaining an appropriate relationship with
the company's auditors, keeping under review the scope and results of the audit

and its effectiveness.



The Remuneration Committee This committee, which meets formally at least three
times a ‘year, consists of the Chairman, Chief Executive and Finance Director. When
discussing the remuneration of any one of those three, the particular individual

being discussed absents himself from the discussion and plays no partin it.

The three full-time executive directors receive a basic annual salary plus other usual
benefits. In addition, there is a performance related bonus, up to a maximum of
50% of basic salary: The committee sets these packages by the need to reward the
directors appropriately and by reference to the need to continue to attract and retain
high quality individuals. Tony Eve, the fourth executive director, is paid on a daily
basis and is not eligible for participation in any pension, life or health benefits or

in any bonus or share options.

The non-executive directors are paid an annual fee only, and are not eligible for
participation in any pension, life or health benefits or in any bonus or share option
schemes. The annual level of fees for each of the NED:s is reviewed by the executive

directors annually after the AGM.

The three full-time directors each has a service agreement terminable by either party
by not less than six months’ notice; the finance director’s position is terminable by
three months’ notice; the NEDs respective appointments are texminable at any

time without compensation by the company in general meeting.

Share options have been granted to one executive director, details of which are set

out in the directors’ report on page 17.

Geing concern After making appropriate enquiries, the directors consider that the
company has adequate resources to continue in operational existence for the
foreseeable future. For this reason, they continue to adopt the going concern basis

in preparing the accounts.

Compliance with best practice Other than in the few respects specifically mentioned
above, which the Board considers insignificant particularly for a company of its
size, the Board considers that the company was in compliance throughout the
financial year ended 31 March 1999 with the “Combined Code” published by the
London Stock Exchange in June 1998,

The Beoard encourages the shareholders to use the opportunity provided by the
general meetings of the company as a forum for dialogue and discussion with the
directors, both on corporate governance matters and on the Board objectives for

the future development of the company.
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Report oftthe Audttor

To the shareholders of Highams Systems Services Group ple

We have audited the accounts on pages 23 to 40 which have been prepared under

the historical cost convention and the accounting policies set out on page 28.

Respective responsibilities of directors and auditors
As described on page 19, the company’s directors are responsible for the preparation
of the accounts. It is our responsibility to form an independent opinien, based on

our audit, on those accounts and to report our opinion to you.

Basis of opinion

We conducted our audit in accordance with Auditing Standards issued by the
Auditing Practices Board. An audit includes examination, on a test basis, of
evidence relevant to the amounts and disclosures in the accounts. It also includes
an assessment of the significant estimates and judgements made by the directors
in the preparation of the accounts and of whether the accounting policies are
appropriate to the company’s circumstances of the company and of the group,

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 accounts are free from material
misstatement, whether caused by fraud or other irregularity or exror. In forming
our opinion we also evaluated the overall adequacy of the presentation of

information in the accounts.

Opinion

In our opinion the accounts give a true and fair view of the state of affairs of the
company and of the group at 31 March 1999 and of the group’s profit and cash
flows for the year then ended and have been properly prepared in accordance with
the Companies Act 1985.

Arthur Andersen

Chartered Accountants and Registered Auditors
Croydon

25 Tune 1999






Consoirdated Prof’ t & Loss Agcount :

. for the yea ended 3| March i""-)'?

Continued
Operations Acquisition
1999 1999 1999 1998
Notes £ £ £ £

Turnover 2
Cost of Sales

Gross Profit

Administrative Expenses

- excluding goodwill amortisation
- goodwill amortisation

Operating Profit/(loss) 2
Interest receivable 4a
Interest payable 4b
Profit on ordinary activities before taxation 3
Tax on profit on ordinary activities 7

Profit for the financial year

Dividends 8
Retained profit for the year 20
Earnings per share - basic 9

- profit for the financial year before
goodwill amortisation g

- profit for the financial year
Earnings per share - diluted

Statement of recognised gains and losses

Except for the profit for the two financial years, the Group had no recognised gains or losses,

The accompanying notes are an integral part of this profit and loss account.
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31 March 1995

1999 1998
Notes
Fixed Assets
Goodwill 10
Tangible Assets 1
Investments 12

Current Assets
Debtors 15
Cash at bank and in hand

Creditors: amounts falling due within one year 16
Net Current Assets

Total Assets less current liabilities

Creditors: amounts falling due after more than one year 17

Provisions for liabilities and charges
Deferred Taxation 18

Net Assets

Capital and reserves

Called up share capital 19
Reserves 20a
Equity shareholders’ funds 20a

The accournts on pages 23 to 40 were approved by the Board of Directors on 25 June 1999.
NN Graham Maw & JE Higham, Directors

NN CahpanMosn/ d‘f‘z/h%gm\

The accompanying notes are an integral part of this balance sheet.
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“Parent Company Balance Sheet

3 March 1999

1999
Notes
Fixed Assets
Tangible Assets 11
Investments 12
Current Assets
Debtors 15
Cash at bank and in hand
Creditors: amounts falling due within one year 16
Net Current Assets
Total Assets fess current liabilities
Provisions for liabilities and charges
Deferred Taxation 18
Net Assets
o .
Capital and reserves S
Called up share capital 19
Reserves 20b
20b

Equity shareholders’ funds

The accounts on pages 23 o 40 were approved by the Board of Directors on 25 June 1999,

NN Graham Maw & JE Higham, Directoxs

NN GakomMans T2l loan_

The accompanying notes are an integral part of this balance sheet.
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_Consolidated Cash Flow Statement

for the year ended 31 March 1999

Notes

Net cash inflow from operating activities

Returns on investments and servicing of finance
Interest received

Interest paid

Interest element paid on finance leases

Net cash {ocutflow)/inflow
Taxation

UK Corporation tax paid

Capital expenditure and financial investment
Purchase of tangible fixed assets

Sale of tangible fixed assets

Purchase of own shares

Subsidiary consolidated

Net cash outflow
Acquisition

Purchase of subsidiary undertaking
Net cash acquired with subsidiary

Net cash outflow
Equity dividends paid
Financing

Net proceeds from issue of shares
Capital element of finance leases

Net cash inflow

{Decrease)fIncrease in cash in the year

The accompanying notes are an integral part of this cash flow statement.

21
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1999 1998
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Notes to the Accounts

for the year ended 3| March 1999

l. Accounting Policies

Accounting convention The accounts have been prepared under the historical cost convention and in accordance with applicable

accounting standards.

Basis of consolidation The Group financial statements consolidate the financial statements of the company and its trading
subsidiary undertakings for the year ended 31 Maxch 1999 from the date of acquisition using the acquisition method.

Turnover Turnover represents amounts receivable for goods and services provided net of trade discounts and value added tax.
Research and development expenditure Research and development expenditure is written off as incurred.

Goodwill Goodwill arising on the écquisition of subsidiary undertakings is carried on the balance sheet and amortised over
its useful economic life. The carrying value of goodwill is reviewed regularly for impairment. On subsequent disposal of the
underlying investment, any goodwill not yet amortised will be taken to the profit and loss account when calculating the
profit or loss on disposal.

Tangible fixed assets and depreciation Tangible fixed assets are stated at cost net of depreciation and provision for permanent
diminution in value. Depreciation is provided on all tangible fixed assets at rates calculated to write off the cost, less estimated

residual value, of each asset over its expected useful life as follows:

Leasehold improvements - over period of lease

Computer equipment - 50% on cost per annum

Furniture, fittings and office equipment - 25% on cost per annum

Motor vehicles - 25% on written down value per annum

Investments Shares in group companies are shown at cost less provision for permanent diminution in value.

Finance and operating leases Assets held under finance leases or hire purchase agreements have been capitalised in the financial
statements and depreciated over their estimated useful lives. Finance and hire purchase charges are charged to the profit and
loss account over the period. Rentals under operating leases, being leases which do not result in the transfer to the company
of substantially all the risks and rewards of ownership of the assets being leased. are charged to the profit and loss account

on a straight line basis over the lease term.

Deferred taxation Deferred taxation is provided using the liability method omn all timing differences only to the extent that

they are expected to reverse in the future without being replaced.

Foreign currency Transactions in foreign currencies are recorded at the rate of exchange at the time of the transaction oz, if
hedged, at the forward contract rate. Monetary assets and liabilities denominated in foreign currencies at the balance sheet
date are reported at the rates of exchange prevailing at that date or, if appropriate, at the forward contract rate. Any gain
or loss arising from a change in exchange rates subsequent to the date of the transaction is included as an exchange gain or
loss in the profit and loss account,

Pension costs The company operates a funded defined contribution pension scheme. The pension cost charged to the profit
and loss account represents contributions payable by the company to the pension scheme in the year. Differences between
contributions payable in the year and contributions actually paid are shown as either accruals or prepayments in the

balance sheet.



2.  Segmental information

(a) Classes of business:

Recruitment Services Business Sclutions Training Total
1999 1998 1999 1998 1999 1998 1999 1998
£000 £'000 £000 000 £000 £'000 £000 £000

Turnover
Sales to third parties

Segment trading profit/{loss)
Goodwill amortisation (note 10}
Common costs

Operating profit
Interest receivable

Interest payable
Profit on ordinary activities before taxation
Segment net assets

Goodwill
Unallocated net liabilities

Net assets
Segment trading profit/(less) figures given above have been derived from the Group’s internal management accounts. The new
segment, training, represents the newly acquired subsidiary, Trainers Limited.

Common costs consist principally of charges incurred in respect of the general management, control and administration of
the Group. The main charges relate to directors’ pay and that of general administrative staff, corporate marketing and PR.

Unallocated net Liabilities comprise those fixed assets and other assets and liabilities which cannot be separately identified

by segment.

{b) Geographical segments:
All profits originate in the United Kingdom

Turnover by origin Turnaver by destination
1999 1998 1999 1998

£000 £7000 £000 £000

United Kingdom
Rest of World




3. Profit on ordinary activities before taxation
The profit on ordinary activities before taxation is stated after charging:

1999 1998

Auditors’ remuneration - for audit services
- for other services payable to group auditors
Goodwill amortisation (note 10)
Depreciation and amounts written off tangible fixed assets
Operating lease rentals
- buildings
- vehicles and computers
Finance lease charges

4. Interest
(a) Interest receivable

1999 1998

Bank deposit

(b) Intexest payable

1999 1998

Bank overdraft
Interest payable under finance leases

5. Information regarding employees (including directors)
(a) Staff costs
Total staff costs were as follows:

‘Wages and salaries
Social security costs
Other pension costs
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5. Information regarding employees (including directors) continued
(b) Staff numbers

The average number of persons employed by the Group during the year was as follows:
1998

Number

Management
Preduction and administration

Sales and marketing

6. Directors’ remuneration
Aggregate remuneration
The total amounts for directors’ remnuneration and other benefits were as follows:

1999 1998

Emoluments
Money purchase pension contributions

(a) Directors’ emoluments

Calns on Money purchase
Feesfasic Taxable: exarcise of pension
salary benefits share options contributions 1999 1998
£ £ £ £ £ £
Executive
JE Higham
El Andrews
MA Eve
BY Martin
DJ Drinan

Neon-Executive
NN Graham Maw
IDJ Drinan

Aggregate emoluments

The services of NN Graham Maw and DJ Drinan are secured by letters of appointment, and these appointments can be
terminated by the company in general meeting at any time. JE Higham, EX Andrews and BJ Martin are employed under
service agreements which can be terminated at any time giving six months’ priar natice. The services of MA Eve are secured

by an agreement which can be terminated on 3 months’ notice.
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6. Directors’ remuneration cortinuad

(b) Directors’ pension entittements
Three directors are members of money purchase pension schemes. Contributions paid by the company in respect of such

directors are shown in part {a) of this note.

(¢) Directors” share options and interests
Details of directors’ interests and share options are shown in the directors’ report on pages 16 and 17.

7. Tax on profit on ordinary activities
The tax charge at 31% (1998: 31%} comprises:

1999 1998

Corporation tax on the adjusted profit for the year
Deferred taxation

Prior year adjustments

8. Dividends
1999 1998

Final dividend of 1.1p per share proposed (1998: 1p)

A share alternative will be offered in respect of the final dividend.

9. Earnings per share

Weighted Weighted

average number average number
Earnings of shares Per share Earnings of shares Fer share
1999 1999 1999 1998 1998 1998
i Number & £ Number p

Profit for the financial year
before goodwill amortisation

Goodwill amortisation

Profit for the financial year
Dilutive effect of options

Earnings per share has also been calculated based on the profit for the financial year before amortisation of goodwill as the

directors believe this earnings per share figure provides a better indicaton of operating performance.

‘The 1998 earnings per share figures have been restated to comply with Financial Reporting Standard 14 - Earnings per share.
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10. Goodwill

The catrying value of goodwill comprises:
Cost

At 1 April 1998

Additions (note 14)

At 31 March 1999
Amortisation

At 1 April 1998
Charge for the year (see below)

At 31 March 1999

Carrying value at 3| March 1999

Goodwill arising on the acquisition of Trainers Limited is being written off over 8 years.

Il. Tangible fixed assets

(a) Group Leasehold Campltar Furniture, fiténgs Motor
improvements equipment  and office equiprment vehicles Total
| £ £

T

Cost

1 April 1998
Acquisition of subsidiary
Additions

Disposals

31 March 1999

Depreciation

1 April 1998
Acquisition of subsidiary
Charge for the year
Disposals

31 March 1999

Met book value 31 March 1999

31 March 1998
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1], Tangible fixed assets continued

(b) Company Leasehold Cornputer Furniture, fittings Mator
frprovements equipment  and office equiprnent vehicles Total
£ £ £ £ L
Cost
1 April 1998
Additions
Disposals
31 March 1999

Depreciation

1 April 1998
Charge for the year
Disposals

31 March 1999

Net book value 3| March 1999

31 March 1998

12Z. Investments Group Cornpany
1999 1998 1999 1998

£ £ £

Subsidiary undertakings (see note 13)
Own shares

The investment in own shares is shown within the balance sheets as a fixed asset at cost, and is in respect of a holding of
128,000 of the company’s 5p shares. This represents .68% of the company’s share capital at 31 March 1999, at which date
the market value of these shares was £85,120. These shares are held by the Employee Share Benefit Trust, further details of

which are given in note 24.

13. Subsidiary undertakings Cormpany
1999 1998

[ £

‘Trainers Limited (see note 14)
Highams Recruitment Services (N.E.) Limited

Non-consolidated subsidiaries

The non-consolidated subsidiaries comprise, in 1999, three dormant subsidiaries. These have not been consolidated as the
amounts involved are considered immnaterial. In 1998, Highams Recruitment Services (N.E.) Limited was also not consoclidated.

All subsidiary undertakings are wholly owned and are incorporated in the UK.
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14. Acquisition of Trainers Limited
On 15 October 1998, the company acquired the entire issued share capital of Trainers Limited.

The net assets acquired and the fair value adjustments to these were:

Book value at Accounting policy fair Value to
15 October alignment the Group
£ £ [

Tangible fixed assets

Current assets

Debtors

Total Assets

Liabilities

Creditors

Bank overdraft

Obligations under finance leases
Other creditors

Net liabilities assumed

Goodwill arising on acquisition (note 10)

Total consideration comprised:
Shares allotted at fair value

Cash

Unaudited pre-acquisition turnover and loss after tax for Trainers Limited for the period from 1 February 1998 to the date
of acquisition were £1,195,633 and £174,161 respectively (vear ended 31 January 1998, the profit after tax was £78,826).

Further consideration up to a maximum amount of £1,265,000 is contingent upon the achievement of certain minimum
targets in the 26 month period up to 31 March 2000. The loss in the 14 month period up to 31 March 1999 makes the
achievement of the targets unlikely and, accordingly, no further consideration has been provided for.
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15, Debtors
Group Cornpany
1999 1998 1999 1998

Trade debtors
Amounts due from subsidiaries
Other debtors

Prepayments and accrued income

16, Creditors: amounts falling due within one year
Group Cornpany

Banlk overdrafts

Amounts owed to non-trading subsidiaries
Trade creditors

Corporation tax

Other taxes and social security costs
Obligations under finance leases

Accruals and deferred income

Dividends

Bank overdrafts are secured by a fixed and floating charge over all the assets of the company.

17. Creditors: amounts due after more than one year

Amounts due under finance leases

18. Deferred taxation
Deferred taxation, which represents the full potential liability, is in respect of timing differences in the recagnition of
payments into the Employee Share Benefit Trust as expenses for taxation and accounting purposes.

Group Cornpany

At 1 April 1998 and 31 March 1999

HIGHAMS REAFY



19. Share capital

(a) Summary Authorised Authorised
1999 1998 1999 1998

Number Number £ £

Ordinary 5p shares

Allotted, clled up and fully paid Allotted, called up and fdly paid
1999 1998 1999 1998
Nurnber Number £ £

Oxdinary 5p shares

(b) Changes in share capital

During the year 1,177,760 ordinary shares of 5p each in the company were allotted and issued as follows:

(i) 71,842 ordinary shares having an aggregate nominal value of £3,592 were issued in lieu of cash dividends, at a deemed
price of 134p per share;

(i1) 80,000 ordinary shares having an aggregate nominal value of £4,000 were allotted under the company’s share option
schemes for a consideration of £8,000 (see ¢ below);

(i) In connection with the acquisition of Trainers Limited, the following allotments of ordinary shares were made:

- 711,765 ordinary shares, having an aggregate nominal value of £35,588 were allotted by way of placing at a price of
85p per share;

- 314,153 ordinary shares, having an aggregate nominal value of £15,708, were issued to the previous owners of Trainers
Limited, for a consideration of £237,500.

{¢) Contingent rights to the allotment of shares
As at 31 March 1999, options have been granted in respect of 1,298,439 (1998: 978,000) of the company’s oxdinary 5p
shares under the company’s share option schemes to subscribe for ordinary shares of the company as detailed in note 24.

20. Receonciliation of movements in shareholders’ funds

{(a} Group
Share Share Merger Profit and Total Total
capital prerivra reserve loss account 1999 1998
£ £ £ £ £ £

Issue of new shares

Expenses on issue of shares

Profit for the financial year
Dividend proposed on equity shares

Net additions to sharehelders’ funds

Opening shareholders’ funds

Closing shareholders’ funds
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20. Reconciliation of movemnents in shareholders’ funds continued
(b) Company

Share Shace Merger Prafit and Tortal Tortal
capital prermiurn reserve hoss account 1999 1998
£ [ £ £ £ £

Issue of new shares

Expenses on issue of shares

Profit for the financial year
Dividend proposed on equity shares

Net additicns to shareholders’ funds
Opening shareholders’ funds

Closing shareholders’ funds

As permitted by section 230 of the Companies Act 1985, the profit and loss account of the company has not been included

in these accounts.

21. Net cash flow from operating activities

Operating profit

Depreciation of tangible fixed assets
Goodwill amortisation

Increase in debtors

Increase in creditors

(Profit)/loss on disposal of fixed assets

Net cash inflow from operating activities

22, Analysis and reconciliation of net funds
Analysis of changes in net funds

Acquired with

subsidiary
1 April {excluding Cash 31 March
1698 cash/overdraft) flow 1999

£ £ £ £

Cash at bank and in hand
Owerdrafts

Obligations under finance leases

MNet funds

Cash at bank and in hand includes £9,600 (1998: £19,680) in Tespect of monies held in the Employee Share Benefit Trust.
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22, Analysis and reconciliation of net funds continued

Reconciliation of net cash flow to movement in net funds

1999 1599 1998 1998

(Decrease)/increase in cash in the period

Cash outflow from changes in finance lease financing

Change in net funds/(net debt)
Finance leases acquired with subsidiary undertakings
Net funds at 1 April 1998

Net funds at 31 March 1999

23. Financial commitments

Groug: Land and Land and
buildings Other buildings Other
1992 1599 1998 1998

4 £ £ £

Non-cancellable operating leases expiring:
Within one year

Between 2 and 5 years

After more than 5 years

Non-cancellable finance leases expiring:
Within one year
Between 2 and 5 years

Company: Land and Tand and
buildings Orther buildings Other
1999 1999 1998 1998

£ £ £ £

Non-cancellable operating leases expiring:
Within one year

Between 2 and 5 years

After more than 5 years

o



24. Employee Share Schemes
a. Approved Employee Share Option Scheme
The company adopted an Inland Revenue approved Executive Share Option Scheme on 17 May 1996, On 27 June 1997,

options over a total of 49,000 shares were granted to employees at an exercise price of £1.25. Following the subsequent
bonus issue of shares in March 1998, the number of shares increased to 98,000 at an exercise price of 62.5p. The scheme
will terminate on 17 May 2006. A further 268,521 options were granted at an exercise price of £1.15 per share and 15,000
lapsed during the year, leaving the total options outstanding at 31 March 1999 at 351,521. Exercise of these options is

conditional on increase in earnings per share by at least 20% p.a. compound over a minimum period of three years.

b. Unapproved Employee Share Option Scheme

The company adopted an Employee Share Option Scheme on 15 November 1995 which is not approved by the Inland
Revenue. Under the terms of this scheme, certain employees of the company were granted options over ordinary shares of
£1 each in the company on 30 November 1995 and 18 November 1996 all exercisable at a price of £40 per share, Following
the sub-division of the £1 ordinary shares into 5p ordinary shares in 1996 and subsequent bonus issues of shares, the number
of options held has varied. Each option holder now has options over 400 ordinary shares for every option over an ordinary
share of £1 previously held and the revised subscription price is now 10p per ordinary share. The scheme will terminate on
15 November 2002. On 25 June 1998, the rules of the scheme were amended, in respect of grants of options on that date
and thereafter, so that the right to exercise an option shall be conditional on increase in eamings per share by at least 20% p.a.
compound over a minimum period of three years. The total number of shares under option at 31 March 1999 was 946,918
(1998: 880,000), following the granting of options on 25 June 1998 over 146,218 shares and the exercise of 80,000 shares
during the year. Options on 80,000 shares can be exercised between December 1998 and November 2002, on 720,000
shares between November 1999 and October 2003 and on 146,918 shares between June 2001 and May 2005,

Employee Share Benefit Trust

An Employee Share Benefit Trust was established in November 1995 and its Trustees have the power to grant options to
¢cligible employees over shares in the company at the Trust’s expense, and the Trustees™ discretion, upon such terms as they
think fit and to purchase such shares to be acquired by the eligible employees.

In accordance with Urgent Issues Task Force Abstract 13 (UITF 13) — as applicable to such trusts — assets and liabilities are
recognised in the sponsoring company’s balance sheet where they have been guaranteed by the sponsoring company: Similarly,
in accordance with UITF 13, any financing and administrative costs would be charged to the profit and loss account as they
accrue and not as funding payments are made by the sponsoring company. Any permanent diminution in the value of shares
classified as fixed assets is recognised immediately in the sponsoring company’s accounts. Where such trusts conditionally

gift shares or put them under option to employees at below the book value, the difference between book value and residual
value would be charged as an operating cost over the period of service of the employees in respect of which the gifts or

options are granted.

The company did not make any contributions to the Trast during the year (1998: £10,000). The Trust acquired 16,000 of

the company’s 5p shares during the year and now holds 128,000 shares. No shares have been transferred to employees or
were under option as at 31 March 1999 and they are included in the company’s balance sheet at that date as investments in
own shares at a cost of £50,400. The Trust's only other asset at 31 March 1999 was cash at bank of £9,600 (1998: £19,680)
which is included in the company’s balance sheet as part of cash at bank and in hand. The Tiust had no liabilities.
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Five Year _Record__:

[999% 1998 1996 1995*
£000 £1000 £'000 £°000
Results
Turnover
Operating profit

Profit on ordinary activities before taxation
Profit for the financial year after taxation
Dividends

Assets employed

Fixed assets

INet current assets

Creditors due after moxe than one year
Provision for liabilities and charges

Net assets

Financed by
Equity shareholders’ funds

Key statistics

Earnings per share before goodwill amortisation {note)
Earnings per share {note)

Return on shareholders’ funds**

Return on assets***

Note:

Earnings per share fox 1995 to 1998 inclusive have been adjusted pursuant to the sub-division of existing shares and the
bonus issue of shares in the years ended 31 March 1997 and 1998.

Earnings per share have been prepared according to Financial Reporting Standard 14 for 1999 and 1998. Previous years

have not been restated.
* Based on consolidated accounts

** Profit for the financial ycar/shareholders' funds
**+ Qperating profit/fixed and current assets excluding investmaents and goodwill
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-0 "Nofice of Meeting

Notice is hereby given that the Annual General Meeting of the Company will be held at 20 Old Bailey, London EC4M 7BH

on Tuesday 27 July 1999 at 12.00 noon in order to transact the following business:-

Routine Businass

Resolution | To receive and adopt the Company’s Accounts and the reports of the Directors and the Auditors for the financial

year ended 31 March 1999.
Resolution 2 To re-elect Edward Andrews as a Director of the Company.
Resolution 3 To re-elect Nigel Graham Maw as a Director of the Companiy.

Resolution 4 To re-appoint Arthur Andersen as Auditors of the Company and to authorise the Board to fix their remuneration.

Special Business

To consider, and if thought fit, pass the following resclutions as Ordinary and Special Resolutions:-

Ordinary Resolution
Resolution 5 That a final dividend in respect of the financial year ended 31 March 1999 be declared payable at the rate of
1.1p per Ordinary Share on 27 August 1999 to sharceholders registered at the close of business on 25 June 1999.

Resolution 6 That the Directors be and are hereby generally and unconditionally authorised for the purposes of section 80
of the Companies Act 1985 (“the Act”), to exercise all the powers of the Company to allot relevant securities (as defined
in section 80(2) of the Act) up to an aggregate nominal value of £315,000, such authority to expire on the fifth anniversary
of the passing of this resolution save that the Company may, before such expiry, make an offer or agreement which would or
might require relevant securities to be allotted after such expiry and, notwithstanding such expiry, the Directors may allot

relevant securities in pursuance of any such offer or agreement as if the said authority had not expired.

Special Resolution

Resolution 7 That pursuant to section 95 of the Act, section 8% of the Act shall not apply to the allotment of equity securities

{(as defined in the Act) for cash by the Directors for so long as the Directors shall be authorised by the Ordinary Resolution

numbered 6 in the notice of Armual General Meeting provided that this power shall be limited to:-

{a) the allotment of equity securities in connection with a rights issue in favour of holders of Ordinary Shares and other
persons entitled to participate by way of rights where the equity securities attributable to the interests of all holders of
Ordinary Shares and such other persons’ holdings (or as appropriate for the number of such Ordinary Shares in the
capital of the Company which such other persons are for these purposes deemed to hold) are proportionate (as nearly

as may be) to the respective numbers of Ordinary Shares in the capital of the Company held or deemed to be held by

HIGHAMS RBA9F



(b)

By Order of the Board
™M A Eve Secretary / 4
25 June 1999

them but subject to such exclusions or other arrangements as the Directors may deem necessary or expedient for the
purpose of dealing with fractional entitlements or legal or practical problems under the laws of or the requirements of
any regulatory body or any stock exchange in any territory; and

the allotment (otherwise than pursuant to paragraph (a) of this Resolution) of equity securities up to an aggregate
nominal value of £47,194;

such power to expire on the fifth anniversary of the passing of this Resolution save that the Company may; before such
expiry, make an offer or agreement which would or might require equity securities to be allotted for cash after such expiry
and the Directors may allot equity securities in pursuance of such an offer or agreement as if the power conferred hereby
had not expired but otherwise shall be in substitution for any authorities conferred on the Directors to allot equity securities
and, not withstanding such expiry, the Directors may allot equity securities in pursuance of such offer or agreement as

if the said power had not expired.

Registered Office

Hammond House

33-45 Croydon Road

Caterham

Surrey CR3 6PB

Notes
(a) Pursuant to Regulation 34 of the Uncertificated Securities Regulations 1995, the Company specifies that only those shareholders registered
in the Register of Members of the Company as at 6.00 pm on 25 June 1999 shall be entitled to attend or vote at the Meeting in respect

of the number of shares registered in their names at that time. Changes to entries on the Register of Members after 6.00 pm on 25 June 1999

shall be disregarded in determining the rights of any person te attend or vote at the Meeting.

(b) Only holders of existing Ordinary Shares are entitled to attend and vote at this meeting. A member entitled to attend and vote may

appoint a proxy to attend and, on a poll, vote instead of him/her. A proxy need not be a member of the Company. A form of proxy is enclosed
‘which, to be valid, must be delivered to the Company’s registrars, IRG ple, Balfour House, 390/398 High Road, Iiferd, Essex IG1 1BR so

as to be received not less than 48 hours before the time appointed for holding the meeting or any adjournment thereof. Lodgement of a

form of proxy will not prevent a member from attending and voting in person it so desired.
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Financial Calendar

Share price established
Ordinary Shares quoted ex-dividend
Record date for dividend

Last date and time for receipt of proxy for the
Annual General Meeting

Arnual General Meeting at which final dividend will be proposed
Final date for receipt of forms of election

Dividend warrants posted and, at or about the same time,

new share certificates posted

First date of dealing in New Shares - CREST member accounts
credited with New Shares

HIGHAMS R&ATS,

7-11 June 1999
21 June 1999
25 June 1999

12.00 noon on 23 July 1999
12.00 noon on 27 July 1999
11.30 am on 6 August 1999

27 August 1999

31 August 1999
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