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SYSTEMS SERVICES GROUP PLC

Highams Systems Services Group plc is an IT recruitment
company, specialising in the insurance, investment management
and financial services seclors.

Annual Report & Accounts
for lhe year ended 31 March 2004

i

! ! i
a7 ™

a7 TReTeEYHSS 004

COMPANIES HOUSE 18/09/04

A13 T
COMPANIES HOUSE uam%slgg




2

Group at a glance

3 . . . . .
Operating and Financia! Highlights
4

Chairman’s Statement

6

Group Managing Director's Report
8

Directors

9. .

Directors and Advisers

10 )

Report of the Directors

13

Statement of Directars” Responsibilities
14

Statement of Corporate Governance
15 ‘

Directors” Remuneration Report

16

Report of the Auditors

18

Consclidated Profit & Loss Account
19

Consolidated Balance Sheet

20

Parent Company Balance Sheet

21

Consohidated Cash Fiow Staternent
22

Notes to the Accounts

37

Five Year Record

38 _
Notice of Meeting

40
Financia! Calkendar




HIGHAMS R&A2004 1

Highams will be the best provider of information technology personnel by:

— Business focus concentrating on our specialist market sectors
— F£xcellence exceeding client expectations for service, guality

and value for money
— Staff ensuring our people are knowledgeable, skillful and motivated

— Irust developing relationships of mutual trust with clients and suppliers
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Group at
a glance
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Highams Recruitment

comprising Highams Recruitment Limited and Highams Recruitment BY. provides
total IT resource solutions to the Insurance, investment Management and
Financial Services sectors. Supplying permanent and contract perscnne’ at al \T
levels, either as a single skill or a fully managed team, our niche market expertise
and proven resourcing processes have positioned us as the specialist of choice
with many blue chip organisations.

RWP Recruitment Services Limited

was acquired by Highams in August 2004, RWP provides contract and
permanent [T recruitment services in similar sectors to Highams Recruitment,
significantly increasing the Group's presence in its niche markets

Highams Business Solutions Limited

was sold by Highams in November 2003, it provided factonng and reeted
financial software applications to clients ranging from small specialist factars
through te major mtemational financial groups.
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Operating
and Financial
Highlights

2004
£'000
Turnover 8,559
Loss for the financial year befcre tax (282)
Net current assets 1,694
Shareholders’ funds 1.813

Loss pef share (1.48)p
Dividend per share -

Highams Group

— Increased 10ss on reduced tumaover

— Significant progress on implementation of strategy
— Sale of Highams Business Solutions

— Acquisition of RWP Recruitment Services

Highams Recruitment

— Maintained contributicn to Group. despite reduced turnover
— Increased permanent recruitment fees

— Improved contract recruitment percentage margin

— Reduced costs; closed office in The Hague

Highams Business Solutions
—— Business sold in November 2003

2003
£'000

11,096
{195}
2.000

2,083
1.00p

— A Group overheads have been supported by Highams Recruitment since then
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HBOS TS QBL Insurance
HISL Ruhicon Corp
Liberata Scoicorp
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Naliorwide Life Temporal Analytics
Nalionai Australia Group TIA Systems.

QOmni Whittingtan Unisys

Prudentiai Assurance Winterthur Life
Prumerica Zurich tnsurance

In November 2003, we completed the first part of our strategy, the sale of our factoring
software subsidiary Highams Business Solutions Limited (HBS). As a result of this
transaction, we no longer had to finance the further development of the factoring system,
and could devote our resources to building and growing our Recruitment business which
now comprises the entire activities of the Group.

The sale of HBS was necessary on two counts: firstly. we could not afford to give that
busingss the investment in new systems development and in global sales capabiity that its
excellent factoring software deserved - it needed a "parent’ that had proven capability in those
areas - and, secondly. our ability to attract partners to build our business was being
hampered by their perceptions of the risks of our software business.

We achieved a small profit on the sale of HBS. From the date of sale, HBS ceased to make
any contribution towards Group overheads, which since that time have all had to be absorbed
by the existing Recrutment business

To produce bottom line profits at Group level, we need to grow not just organically but a'so by
bringing inte the Group other recruitment activiies ffom compatible businesses. | am therefore
delighted that after many months of work and talks with a number of possibie candidates. we
have acquired RWP Recruitment Services Limited for an aggregate consideration of
£2.050.000 consisting of £495,000 in new Highams ordinary shares and the balance in cash
raised partly through a placing of new Highams ordinary shares with institutional investors and
partly from our own resources. Your attention is drawn to my letter to shareholders in the
Circular of 21 July 2004

The following are the results for the year:

Financial Resuits Group tumnover for the year amounted to £8 6m (2003 £7% Tm) wih a
pre-tax loss of £282k (2003 loss of £195k).

We had Net Assets of £1.8m at the year-end, including cash at bank of £74Ck: there were no
borrowings and no goodwill to be written off

Reports on the year's trading by cur subsidiaries are in the Group Managing Director's Report
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Final Dividend As we are continuing to seek appropriate acquisiions, we wish 1o conserve
our cash resources. The Direciors are therefore not recommending the paymert of a final
dividend for the vear to 31 March 2004 (2003: no final dividend)

Executives and staff We have a very experienced and loyal team who will, | am sure, relish
the challenges of the entarged Group in the future. | am very gratefu) to the management and
all our staff for their hard work and expertise.

Outlook and Current Trading The IT recrisitment markat is kkely o continue to be
challenging in the coming year, but we look forward 1o gaining benefit from the growth in the
fT market currently being forecast Dy some industry analysts. Folowing the acquisition of RwP
Recruitment Services Limited, we expect to see a significant growth in our revenues this year
and improvement in the bottom ling.

We continue [0 seek and explore strategic oppertunines for the fulure growth and
development of the Group.

Finally, I believe that now fs an appropiiate time for the Company 10 seek my successor as
Chairman. | have served the Company for over seven years and, whilst not enjoying the best
of heaith in recent months, | am defighted to have been part of the Highams team that has
developed, and is delivering on, our strategy. | therefare inftend ta stand down as Chairman as
S00N as an appropriate successor has been appointad.

N.N. Crolam Mowr

NN Graham Maw
Chairman
7 September 2004
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Group Managing
Director’'s Report

Ted Androws

Overview

Significant management effort has been used in completing the sale of HBS and the
acquisition of RWP in the past year in line with our strategy. Amongst the many bengfits we
expect to derive from the acquisition is a broadening of our management bandwidth. enabling
the Group to pursue further strategic opportunities whilst maintaining the support of normal
operationat activities.

Trading Review

Highams Recruitment We have managed to maintain the level of contribution made 1o the
(Group by our recruitmeant operations, despite a decrease in revenue. (n part this is due 1o a
reduction in costs, for example arising from our previously announced closure of our office in
The Hague fast June. but it is also due to a significantly improved contribution from permanent
recrutment and a smal improvement 1o our percentage margin in Contract recruitment

For the year as a whole, turnover was £7.7m (2003: £9.5m) and pre-tax operating profit for
the business (before Group overheads) amounted to £529k (2003 £523k)

Highams Business Solutions We were very pleased to complete the sale of HBS In
November 2003. [t was in the best interests of the Group, as well as HBS's staff and clients,
that we found a new owner who was able 10 provide the necessary investment in the
software and its global marketing.

Whilst the direct financial bengfit to the Group resuiting from the sale was not substantial, and
without HBS's contribution to Group overheads since November 2003 our operating 'osses
have inevitably warsened, the alternatives of our investing in the business or of simply running
off the business could have been very high risk.

Seifling HBS has enabled the Group to progress our strategy of acquisitively growing the
recruitment busingss

Turnover in HBS in the eight months until the date of saie (26 November 2003) was £0.8m
{2003: £7.6m for the full year) with a pre-tax operating profit of £292k (2003: £535k far the
full year) before Group overneads.
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Group Prospects

The Market Whilst in the past two or three years, there have been no sustained periods of
growth in IT recruitment, independent forecasts indicate that there should be an upturn in the
IT market over the next two years, with insurance and finance being identified as two of the
sectors in which growth is expected.

Strategy We will continue to seek to identify suitable recruitment companies for acquisition. In
a maturing market. where purely organic growth is ikely to be small in percentage terms, we
believe that we can derive appropriate and worthwhile benefits of scale from carefully selected
and integrated acquisitions.

Financial Year 2004/2005 For the next few months, we will be heavily focussed on the
integration of RWP: as the businesses come together, we expect to derive synergies in both
the sales and back-office areas leading to improved sales performance and lower expense
levels. The benefits of this will start to appear in the financial results this vear, but should be
considerably more evident from 2005/06.

Staff Whilst this remains a tough market, the progress we have made in implementing our
strategy has been very well recaived by our staff team. | thark them for ther dedication and
loyalty in the past year, and very much look forward to working with them closely as we seek
10 get the best out of our ation project.

D

E | Andrews
Group Managing Director
7 September 2004
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Directors

Nigel Graham Maw

MA LLM (Cantab} {aged 71) Non-Executive
Chairmar

Nigel Graham Maw joined Highams in 1996
in ime 1o help the Group achiave s AlM
listing. Formerly Senior Partner of Rowe &
Maw, Solicitors, he has aiso held a number
of chairman and non-executive positions with
major companies including Decca Limited
and Telephene Rentals

Edward lan Andrews

{aged 52} Group Managing Director

Ted Andrews has been a director of
Highams since joining the company in 1983,
He has a background of technical and
management roles in insurance companies
and software houses. He gainad experience
in directing both the software and
recruitment aspects of the Group prior o
being appointed Group Managing Director in
1999,

Maurice Anthany Eve

FCA (aged 50) Finance Director

Tony Eve was appointed Finance Director in
October 1995. He is a chartered accountant
with experience of ruaning his own practice
and provides financial and business
consultancy to SMEs.

John Edward Higham

ACH (aged 59} Non-Executive Director and
Depuity Chairman

John Higham founded the company in 1983
after many years gaining experience of the
insurance market from an |1 and business
perspective, both within insurance compariy
and scftware house environments. John was
Chief Executive of the Group until Aprit 2000,
when he took up his current role.

Clive Williams

MBA faged 41) Executive Director

Clive Wiliams joined Highams in 1996. He
has twenty years experience in [T, with a
background ranging from large IBM
mainframe environments 10 managing
campanies delivering leading-edge systems
He jomed the Group beard in 1999, H's
particutar responsibilities include Highams
Recruitment and Group business
development.
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El Andrews. (Group Managing Director)
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C Willams

Secretary
MA Eve

Registered Office
Quadrant House
33/45 Croydon Road
Caterham
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Auditors

BOO Stoy Hayward LLP
Northside House

69 Tweedy Road
Bromley

Kent

BR1 3WA

Bankers
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Registrars
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The Registry
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London

EC2A 4AR

Solicitors

Nicholson Graham & Jones
110 Cannon Strest
London

EC4N B6AR
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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 2004.

Principal Activities Highams is a specialist T recruitment company and its principal actvities
are the provision of contract and permanent [T recruitment services, principally in the
nsurance, investment management and financial sectors. Further details of the Group's
operations are given in the Group Managing Director's Report,

Results and Dividends The Group recorded a loss before taxation of £282k (2003 loss
£195K) on a turnover of £8.6m (Z003: £71.7m).

As noted i the Chairman's Statement, the directors do net recommend a final dividend
{2003: nil). No interim dividend was paid during the year (2003 nil}.

Review of Business This review is contained in the Group Marnaging Director's Report.
Directors The directors of the Company are set out on page 9.

In accordance with the Company’s Articles of Association. Mr El Andrews and Mr JE Hgham
retire by rotation and cffer themselves for re-election. Biographical details for these two
directors are provided on page 8.

Following the acquisition of RWP Recrutment Services Limited. Mr GD Burbidge was
appointed as a director of the Company and offers himself for election. He was the managing
director of RWP, having joined them in 1994, and had full responsibility for the performance of
RWP, whilst remaining very active in sales management. He Is Sales Director for the
Company

Directors' interest in shares The persons who heid the office of director at 31 March 2004
had the following interests in fully paid ordinary 5p shares of the Company at the beginning
and end of the financial year.

31 March 2004 3 Api 2003
Shares QOptions Shares Cptions
NN Graham Maw 90,126 - 80.126
El Andrews 3,400,000 - 3,400,000
MA Eve 62,400 - 52,400
JE Higham 8,527,649 - B.527.649

C Wiliams - 259,740 - 259.740
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Notes:

1.

2

3.

NN Graham Maws interest is held by his personal pension plan.

MA Eve’s interest includes 37,200 shares held by his wife and chidren.

MA Eve has further non-beneficial interests in the 1,230,000 shares held by The John
Higharn Family Trust of which he is a trustee (See also 4},

JE Higham's interest includes 200,000 sharas held by his wife and 1,230,000 sharss heid
by The John Higham Family Trust.

At 31 March 2004, C Wiliams had 259,740 options granted under the Enterprise
Management Incentive Scheme. These are exercisable at 38.5p per share,

Since the year-end, following a Placing by Charles Stanley & Co Limited on 17 August 2004,
the Company issued 8,333,334 New Ordinary Shares at a price of 6p per share The
following Directors subscribed on the basis set out below:

Ordinary Shares
17 August 2004

NN Graham Maw 170,000
JE Higham 170,000
El Andrews 170,000
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Report of the
Directors

continued

Substantial Shareholders As at 1 Septernber 2004, the following substantial shareho!dings
have been notified 1o the Company:

Number of shares % of issued
Share Capital

Brewin Nominees Limited 1,302,300 4.09%
E i Andrews 3,570,000 11.20%
J E Higham 1,267,648 22.80%
John Higham Farily Trust 1,230,000 3.86%
JS Paremain 1,589,847 4.99%
MJ Radlett 1,589,847 4.99%

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 page 14 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 poiicy The Group’s policy is to pay its contractors by direct credit nto
their bank accounts immediately correct invoices are received. The Group's policy with regard
to other suppliers is to setile amounts dug in accordance with the terms of payment agreed
when agreeing the terms of each transaction. The trade creditor days figure at 3% March
2004 was 17 {2003 19}

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
rust in relation 1o the Company.

Charitable and political donations During the year, the Company made no charitable
donations {2003: nil). There were no political donations (2003 nil}.

Auditors On 31 December 2003, BDO Stoy Hayward, the Company's auditors, transferred
its business to BDC Stoy Hayward LLP, a limited liability partnership incarporated under the
Limited Liabiity Partnerships Act 2000. Accordingly. BDO Stoy Hayward resigned as auditors
on that date and the directors appointed BDO Stoy Hayward LLP as ts successor. A
resclution to appoint BDO Stoy Hayward LLP as auditors will be proposed at the Annual
General Maeting.

This report was gpproved by the Board of Directors on 7 September 2004

e

MA Eve
Company Secretary
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Statement
of Directors’
Responsibilities

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 the Group and of the profit or loss
of the Group for that period. In preparing the accounts, the directors are required to:

- select suitable accounting pelicies and then apply them consistently:
- make judgements and estimates that are reascnable and prudent;

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

- prepare the accounts on the gong concern basis unless It is inappropriate to assume that
the Group will continue in busingss.

The directors are responsible for keeping proper accounting reconds which disclose with
reasonable accuracy. at any time, the financial position of the Company and the Group 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 the Group and hence for taking
reasonable steps for the prevention and detection of fraud and other inegularities.

Financial statements are published on the Company's website in accordance with legislation
in the United Kingdom geoverning the preparation and dissemination of financial statements,
which may vary from legislation in cther jurisdictions. The maintenance and integrity of the
Company's website is the responsibility of the directors. The directors’ responsibiity also
extends to the ongaing integrity of the financial statements contained therein,
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Statement
of Corporate
Governance

The Board is committed to high standards of corpeorate 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 i,

The Board The aim of the Board is to function at the head of the Company's management
structures, leading and controliing its activities and setting a strategy far enhancing
shareholder value. Regular strategy meetings are held to review the Group's forward planning
- vitai in a rapidly changing market and technology environment.

The Board currently consists of four executive directors and two non-executive directors. The
Company does not have a Nominaticn Com©mitiee as such; the Board coliectively underiakes
the functions of such a commitiee.

The Chairman and the Group Managing Director These tasks are carried out by two
different individuais. They have a clear understanding as to the spiit of responsibilities between
them, and they meet regularly on a cne-t0-one basis so that each is aware of the ideas and
actions of the other,

nternal Control The Board has overall responsitility for enswring that the Group maintains
systems and internal financiai controls that provide them with reasonable assurance regarding
the financial informaticn both for use within the business and for external publication, and that
the assets are safeguarded.

Audit Committee The Board has an esteblished Audit Committee chaired by John Higham,
the other members of the committee are Nigel Graham Maw and Tad Andrews.

The terms of reference far the Audit Committee are 10 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 Audit Committes has sole responsibiity for assessing the independence of the external
auditors, BDO Stoy Hayward LLP. The committee has had due regard to the document
published in May 2003 by the Institute of Chartered Accountants in England and Wales
(ICAEW) "Reviewing Auditor Independance: guidance for audit commitiees”. Bach year the
commitiee undertakes to seek reassurance that the external auditors are independent.

Remuneration Committee This committee, which meets formally at least three times a year,
consists of the Chairman, Deputy Chairman and Finance Director. The Board has adopted a
set of operational rules for "Remcom” which wit be available for inspection at the AGM.

The Directors’ Remuneration Report is on paga 15.

Going Cancern After making appropriate enquires, the directors consider that the Company
has adequate rescurces 1o continue in operationat existence for the foreseeable fuwre. For
this reascn, they continue to adopt the gomg concern basis in preparing the accounts.
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Directors’
Remuneration
Report

This report sets out the remuneration policies for the Group's executive directors. It should be
read in conjunction with details of drectors’ remuneration in note 6 on pages 26 and 27
which forms part of the audited accounts The members of the remuneration committee
{Remcom) are identified on page 14,

With the exception of Mr MA Eve, the members of Remcom are independent of conflicts of
interest arising from day to day running of the business. Remcom makes recommendations to
the board. No director is involved in discussion about his own remuneration. The Group
Managing Director is co-opted to Remcom from time 1o time.

Remuneraticn Policies Remcom recommends to the board a framewaork for executive
remuneration Remcom determings specific packages for each executive director incitding
pension rights and compensation payments

The general philosophy underlying the Groups’ remuneration policy for executive directors is
the same as that applied to all senior employees in order 1 encourage excellence. The basic
companents of remuneration are: salary and benefits. cash bonuses, share schemes and
pensions.

Salary and Benefits Remcom studies independent reports and market trends in considering
the ievel of salary and benefits. It also takes into account experience, responsibility and
performance.

Bonuses Bonuses may be awarded at Remcom's discretion depending on Company
performance and profits within the refevant business area. No bonus awards were made in
the year.

Share Schemes Details of all Company share schemes. together with the performance
incentives, appear in note 24 on page 36. No awards were made duning the year under these
schemes.

Pensions The Group operates a defined contribution pension scheme, the contributions to
which are set out in note 6 on pages 26 and 27.

Service Contract The executive directars, with the excepticn of MA Eve, each have a
service agreement terminable by the Company by not less than twelve months' notice or by
the executive at not less than six meonths’ notice. MA Eve has an agreement that can be
terminated on six months” notice.

Non-Executive Directors Non-executive directors recaive an annual fee in respect of their
duties. The fees are reviewed annually and are set by the board. Their contracts are

MA Eve
Comparny Secretary
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Report of
the Auditors

Independent Auditors' Report to the shareholders of Highams Systems Services
Group plc

We have audited the financial statements of Highams Systems Services Group pic fof the
year ended 31 March 2004 on pages 18 to 36 which have been prepared under the
accounting policies set out on pages 22 to 23.

Respective responsibilities of directors and auditors

The directors' responsibilities for preparing the annual report and the financial statements in
accordance with applicable law and United Kingdom Accounting Standards are set out in the
statement of directors’ responsibilities.

Qur responsibility is to audit the financial statements in accordance with relevant lega! and
regulatory requirements and United Kingdem Auditing Standards

We report to you our opinion as to whether the financial statements give a rue and far view
and are properly prepared in accorgance with the Comparies Act 1985 We also report 10
you if, in our opinion, the Directors” Report is not consistent with the financial statements, if
the company has not kept proper accounting records, if we have not received alf the
information and explanations we require for our audit, or ¥ information specified by taw
regarding directors’ remuneration and transactions with the company and other members of
the group is not disciosed

We read cther information contained in the annual report and consider whether i is consistent
with the audited financial statements. This other information comprises only the Directors’
Repart, the Chairman's Statement, the Group Managing Director's Repart, the Corporate
Governance Statement, the Directors” Remuneration Report, the Operating and Financial
Highlights and the Five Year Record 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 other information.

Our report has been prepared pursuant to the requirements of the Companies Act 1985 and
for no other purpose. No person is entitied to rely on this report unless such a parson is a
person entitled to rely upon this report by vitue of and for the purpose of the Companies Act
1885 or has been expressly authorised to do 5o by our prior writen consent. Save as above,
we do not accept responsibility for this report to any other person or for any other purpose
and we hereby expressly disclaim any and all such liability.
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Basis of audit opinion

We conducted our audit in accordance with United Kingdom 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 financial statemerits. It also includes an
assessment of the significant estimates and judgements made by the directors in the
preparation of the financial statements. and of whether the accounting poficies are appropriate
1o the company’s circumstances, consistently applied and adequatety disclosed.

We planned and performed our audit so as to abtain all the information and explanations
which we considered necessary in order to provide us with sufficient evidence to give
reasonable assurance that the financial statements are free from material misstatement,
whether caused by fraud or other imegularity 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 financial statements give a true and fair view of the state of affairs of the
group and company at 31 March 2004 and of the loss of the group for the year then ended
and have been properly prepared in accordance with the Companies Act 1885,

BOC Stei Hoponsd 1i P
BDO Stoy Hayward LLP

Chartered Accountants and Registered Auditors
Bromley

7 September 2004
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Consolidated Profit & Loss Account

for the yea™ ended 31 March 2004

Turnover
Cost of sales

Gross profit
Administrative expenses
- befure exceptonal costs
- exceptional costs

Operating profit/{loss)
Profit on sale of operations
Provision against investments

Loss on ordinary activities before finance charges
Interest receivable
interest payable

Loss on ordinary activities before taxation
Tax on 10ss on ordinary activities

Loss for the financial year
Dividends
Loss for the year

Loss per share — basic and diluted
Lass for the financiai year

Tre accompanying notes are an inteqgral part af this profit and 0ss account.

Consolidated Statement of Total Recognised Gains and Losses

for the year ended 31 March 2004

Loss for the financial year
Profit/(foss) on foreign currency transfation

Total recognised gains and losses

Discontinued Continuing
operations operations 2004 2003
Notes £'000 £'000 £:00C Toeo
2 832 7727 8.559 11,008
{325) {7.035) {7.360) 2.485)
507 692 1199 1.611
(487} 1131 (1.618) 1.819
10 - (68) 68} -
{487) (1,199} {1.686) 1819
2 20 (507) (487) 208}
i 174 -
13 11 (5}
(302) (213)
4z 20 21
b {3)
3 (282) 195
7
{(282) {1951
8 -
20 (282) 195}
g (1.45)p {(1.00p
2004 2003
£'000 £:000
(282} {185)
6 {7}
(276} (202
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Consclidated Balance Sheet
31 March 2004

2004 2003
Noies £'000 1000
Fixed assets
Tangible assets 2 99 80
nvestments 13 20 9
119 85
Current assets
Debtors 76 1,638 2.233
Cash at bank and in hand 740 872
2,378 3,105
Creditors: amounts falling due within one year 17 684) (1,105)
Net current assets 1,694 2.000
Net assets 1,813 2082
Capitai and reserves
Called up share capital 79 579 979
Share premium 20a 684 684
Profit and loss account 20a 150 426
Equity shareholders’ funds 20a 1,813 2.089

Tre accounts on pages 18 to 36 were approved by the Board of Directors on 7 September 2004
NN Graham Maw & £l Andrews, Direclors

The accompanying noles are an integral part of this balance sheet.

N,M‘WM
o
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Parent Company Balance Sheet
31 Varch 2004

Fixed assets
Tangle assets
Investments

Current assets
Debtors
Cash at bank and in hand

Creditors: amounts falling due within one year
Net current assets
Net assets

Capital and reserves
Ca'ed up share capitat
Share premium

Profit and loss account

Equity sharehclders’ funds

Notes

17

18
206
20b

20

2004 2003
£000 £700
Eal 67
20 89

N 156
1.415 1.845
436 508
1,901 2,353
{275) 838
1.626 1.517
1,717 1,673
979 979
684 582
54 10
1.717 1.673

The accounts on pages 18 1o 36 were approved by the Board of Directors on 7 September 2004,

NN Graham Mew & El Andrews, Direclors

Tre accompanying notes are an integral part of ihis balance sheet.

NN, WYL ey

@'&_\gm—/‘?
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Consolidated Cash Flow Statement
tor the yaar endod 31 March 2004

Net cash (outflow)/inflow from cperating activities

Returns on investments and servicing of finance
Interest received
nterest pad

Taxation
LUK corporation tax

Capital expenditure and financial investment
Purchase of tangible fixed assets
Sale of tangible fixed assets

Disposal
Sale of operations
Cash disposed of with operations

Equity dividends paid

{Decrease)/Increase in cash in the year

Tre accompanying noles are an integral part of this cash low statement.

Notes

21

71
11

iz

2004 2003

£000 £000

3 316

20 21

- (3)

20 18

(107 {56)

- 6

(107 (50)
287
(329)
(42)

- (20}

(132} 264
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Notes to the Accounts

for the woa: cndac 37 March 2004

1. Accounting Pglicies
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 consclidate the financiat statements of the Company and its subsidiary undertakings using the
acquisition method of accounting.

The results of subsidiary undertakings acquired are included from the date of scquisiien. The results of subsidiary undenakings
disposed of are included up to the date of disposal, and the net profit or loss on disposal is calculated based on the net proceeds
recevable and the net assets at the date of disposal, including any unamortised goodwill

Turnover

Turnover represents fees invoiced, net of Value Added Tax, derived from the principal activity of the Group. Contract revenue is
recognised as work is camed out in the period in which a contract is in place. Where invoices aré not received in time, an estimate is
made of the value of the work done This is based on the standard terms of the contracts to which the outstanding invoices relate. This
15 then incorporated within tumover, with the coresponding cost being recognised within cost of sales. Permanent placement fees are
recogrised n the pericd in which the candidate commences their new employment

Research and development expenditure
Research and development expenditure is written off as incurred

Tangible fixed assets and depreciation
Tangible fixed assets are stated at cost net of depreciation and provision for impairment. Depreciation 5 provided on all tangible fixed
assets at rates calculated o write off the cost, less estimated residual value, of each asset over its expected useful ffe as foliows:

Leasehold improvements - over peficd of lease

Computer equipment - 50% on cost per annum

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

Maotor vehicles ~  25% on wifiten down value per annum
Investments

Investments are shown at cost less provision for impairment.

Finance and operating leases
Assers heid under finance leases or hire purchase agreements are capitaiised in the financial statememts and depreciated over their
estimated usefu! lives. Finance and hire purchase charges are charged Lo the profit and loss account over the period of the lease.

Rentals under operating leases, being leases which do not result in the transfer to the Group of substantially all the risks and rewards of
ownership of the assets being leased. are charged 10 the profit and ioss accoun on a straight Iine basis over the lease 1erm

Deferred taxation

Deferred tax is recognised in respect of all timing differences that have originated but not reversed by the balance sheet date except far
deferred tax assets which are only recognised to the extent that the cormpany anticipates making sufficient taxable profits in the future
1o absorb the reversal of the underlying timing differences.

Deferred tax halances are not discounted.
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1. Accounting Policies coniinued

Foreign currency

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

Foreign currency (on consolidation)
The results of overseas operations are ranslated at the average rates of exchange ruting during the period and their balance sheets at
the rates ruling at the balance sheet date. Exchange differences arising from this policy are dealt with through reserves

Pension costs

The Group operates a defined contribution pension scheme, The pension cost charged 1 the profit and 10ss account represents
contributions payable by the Croup 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.

Financial Instruments

In relation to the disclosures made in note 15:

- short term debtors and creditors are not treated as financial assets or financial kabiliies {other than for currency disclosures);
the Group does not hold or issue derivative financial instruments for trading purpeses: ang

— forward exchange conracts are used to fix the exchange rate of committed and anticipated foreign currency transactions and any
gains or losses on these instruments are net recognised unill the transaction occurs.
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Notes to the Accounts
for the year ended 31 March 2004

2. Segmental information
(a) Classes of business:

Turncver
Sales 1o third parties - continuing operations
Sales to third parties - discontinued operations

Segment profit before exceptional costs
Exceptonal costs

Segment profit

Common Costs

Operating loss

Profit on sale of operations
Revaluation of investments
Interest receivabile

Interest payatie

Loss on ordinary activities before taxation
Segment net assets
Unallocated net assets

Net assets

Recruitment Services Business Solutions Total
2004 2003 2004 2003 2004 2003
£'000 £'000 £'000 £000 E'000 £000
7,727 9,544 - - 71.727 9,544
832 1,582 832 1.552
8,559 11.096
529 523 292 535 821 1.058
(68) (68) )
461 523 292 535 753 1.058
(1,24Q) (1.268)
{(487) (208)
174
" (5)
20 21
{3)
(282) {195)
1,091 1.026 - 463 1,091 1.489
722 500
1,813 2.08%

Segment profis figures given above have been derived from the Group’s internal management accounts

Commaon costs consist principally of charges incured in respect of the general management, contiol and administration of the Group
The main charges relate to directors’ remuneration and that of general administrative staff. corperate marketing and PR.

Unaliocated net assets compnse those fixed assels and other assets and liabiities which carmot be separately dentified by segmert.

{b) Geographical analysis

United Kingdom
Rest of World

Turnover by origin

Turnover by destination

2004 2003 2004 2003
£000 £000 £:000 000
8,085 10.067 7,404 8796

474 1.029 1,155 2,300
8.559 11.096 8,558 11.056




2. Segmental information continued
{c} Corresponding figures

The corresponding figures in 2003 in respect of continuing activities and those activities discentinued in 2004 are:
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Continuing Discontinued
Business Business Total
£:000 £'000 £0060
Turnover 9,544 1,552 11,096
Cost of sales {8.861) 624 (9.485)
Gross profit 683 928 1,671
Administrative expenses 883 {936) (1.819
Operating 1oss (200) {8 (208
3. Loss on ordinary activities before taxation
The loss on ordinary activities Defore taxation is stated after charging:
2004 2003
£:000 £:000
Auditors’ remuneration
- for audy services 23 25
- for non-audit services 3
Depreciation and amounts written off tangible fixed assets
- owned assets 72 74
Qperating iease rentals
- Duildings 105 105
- vehicles and computers 56 110
Inciuded in the Group audit fee is an amount of £5,000 (2003: £6,000) in respect of the Company.
4.  Interest
(a) Interest receivable
2004 2003
£000 £010
sarik deposit 20 17
Interast on corperation tax - 4
20 21
{b) Interest payable
2004 2003
£°000 {000
Bank overdraft - 3
- 3
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Notes to the Accounts
for the year ended 37 March 2004

5. Information regarding employees (including directors)

{a} Staff costs
Total staff costs were as follows:

Wages and salaries
Social security Costs
Other pension costs

{b) Staff numbers
The average number of persons employed by the Group during the year were as follows:

Managemert
Production and administration
Sales and marketing

6. Directors’ remuneration

Aggregate remuneration
The tota amounts for directors’ remuneration and cther benefits were as follows:

Emciuments
Compensaticn for loss of office
Money purchase pension centributions

2004 2003
£000 {'ceo
1,434 1.548
146 158

69 120
1,649 1,827
2004 2003
Number Number
7 7

11 20

13 14

31 41

2004 2003

£ f
371,916 393,751
90,000 -
42,600 62,686
504,516 456,437
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6. Directors’ remuneration continued

(a) Directors’ remuneration

Executive

El Andrews

PA Eve

B.J Martin

(resignaed 26 November 2003)
C Wiliams

Non-Executive
NN Graham Maw
JE Higham

Aggregate emoluments

Money Mongy

purchase purchase

pension pension

Fees/basic Taxable  Severance contributions  contributions

salary benefits payment 2004 2002 2004 2003

£ £ £ £ £ £ f

111,026 6,875 117,901 115,560 30,600 32.500
26,308 - 26,308 26330

56,370 6,089 90.000 152,459 99,893 12.000 18,000

100,980 8,268 - 109,248 96,202 12186
36,000 - - 36,000 36,000
20.000 - 20,000 19,766

350,684 21,232 90,000 461,916 393,751 42,600 62.686

The services of NN Graham Maw and JE Higham are secured by letters of appointment, and these appointments can be terminated by
the Company in general meeting at any time. £l Andrews and C Wiliams are employed under service agreements which can be
erminated at any time gving six months’ prior netice by the directors and twelve months’ notice by the Company. The senvices of MA
Eve are secured by an agreement which can be terminated on Six months” notice. BJ Martin resigned his position 10 join the new

owners of the sold subsidiary.

{b) Directors’ pension entitlemerits

During the year, two directars were members of money purchase pension schiemes (2003: three). Contributions paid by the Company
in respect of such directors are shown in part () of this note,

(c) Directors' share options and interests

Detal's of directors’ share options and interests are shown in ihe directors’ report on pages 10w 12,
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Notes to the Accounts
for the yoar endaed 3% March 2004

7. Tax on loss on ordinary activities
The tax for the year comprises:

LK corporation tax
Deferred taxation

Reconciliation of tax charge
Loss on ordinary activities before taxation

UK Corporation tax at the standard rate of 30% (2003: 30%)
Effect of:

Capita’ gains not taxable

Expenses not deductible for tax purposes

Capital allowances in excess of depreciation

Utilisation of 1ax losses

Losses carried forward

Current tax charge for year

2004 2003
£'000 £ 000
(282) {195)
(85) (58)
{52)

47 3

5 1
&) 4)

90 58

At the baiance sheet date, the Group had approximately £720,000 (2003: £420.000) of losses to carry forward against future profis,

8. Dividends

2004 2003
£°000 L300
Final dividend of nii per share proposed (2003: nilj -
9. Loss per share basic and diluted
Weighted Weightod
average avarage
number of Loss numbor of Loss
Loss shares per share Loss shares per share
2004 2004 2004 2003 2003 2003
£'000 ‘000 p {000 000 o
Loss for the financial year (282} 16,425 {1.45) {195} 15,425 {1.00)

The average exercise price of share options is above market value and is therefore not dilutive under the terms of FRS14.
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10. LExceptional costs
The exceptional costs comprise the following:

2004 2003
£'000 £o0n
Closure of Dutch office (68)
All Highams Recruitment BY operations have now been transferred to the UK,
11. Sale of operations
2004 2003
£°000 L'0C0
Subsidiary undertakings and cperations
Tangib e fixed assets 16
Debtors 244
Cash at bank 329
Creditors due within one year (176}
Costs of disposal 179
592
Consideration 766
Profit on disposal 174

The proft arose from the disposal of Highams Business Solutions Limited on 26 November 2003. Of the £766k consideration. £466k
was recelved in cash on completion, £300k was held in escrow at 31 March 2004 and was received in June 2004. Net cash received
on compietion. after deducting costs of disposal of £179k, was £287k.
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Notes to the Accounts

lor the yeer ended 31 March 2004

12, Tangible fixed assets
(a) Group

Cost

1 Apri 2003
Additions
Disposals

31 March 2004

Depreciation

1 April 2003
Charge for the year
Cisposals

31 March 2004
Net book value 31 March 2004

Net book value 31 March 2003

b) Company

Cost

1 April 2003
Additions
Disposals

31 March 2004

Depreciation

T April 2003
Charge for the year
Disposals

31 March 2004
Net book value 31 March 2004

Net book value 31 March 2003

Furniture, fittings

Leasehold Computer and office Motor
improvements equipment aquipment vehicles Total
£:000 £'000 £:000 £'000 £'000
119 524 134 - 777
- - 107 107
. 9 @ {18) {27)
119 515 132 9 857
70 497 130 - BYS7
26 12 2 25 12
- 4] ) {2) amn
96 509 130 23 758
23 6 2 68 99
49 27 4 80
Furniture, fittings
Leasehold Computer and office Motor
improvements equipment equipment vehicles Total
£'600 £000 £'000 £000 £000
119 307 98 - 524
- - 56 58
119 307 98 56 580
70 294 23 - 457
26 11 1 14 52
96 305 94 14 509
23 2 4 42 71
49 13 5 67




13. Investments

2004

£°000

Subsidiary undertakings (see note 14) -
Own shares 20
20
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Group Company
2003 2004 2003
£000 £'000 Qoo
- 80
9 20 9
9 20 892

The investment in own shares is shown within the balance sheet as a fixed asset at valuation at 31 March 2004, and is in respect of a
holding of 148,953 (2003: 148,953} of the Cempany's 5p shares. The movement in the value from £9k to £20k {£11k) represents the
decrease in the impairment provision due © the increase in the market value of the shares during the year. The nominal value of these
shares was £7,448 (2003 : £7,448) This represents 0.8% of the Company’s share capital at 31 March 2004. These shares are held by

the Employee Share Benefit Trust, fuither details of which are given in note 24.

14. Subsidiary undertakings

Cost

AU Aprt 2003
Disposal

Al 31 March 2004

Provision
A1 Apnil 2003 and 31 March 2004

Net book value 31 March 2004
Net book value 1 Apri 2003

Consolidated subsidiaries

Highams Recruitment Services (N.E ) Limited

Highams Recruitment BY

Highams Recruitment Limited

Highams Business Solutions Limited ( sold 26th November 2003)

Principal

activity

Recruitment
Recruitment
Recruitment

Factoring Software

Company
£'000
160
80
80
80
80
Class of
shares held
Ordinary
Ordinary
Ordinary
Ordinary

Al 31 March 2004, there were three nen-consolidated subsidiaries. These have not been consolidated as the amount is considered
immaterial. Al subsidiaries are incorporated in the UK other than Highams Recruitment BV and Higharmns Holding BV (the latter is non-
consolidated), which are incarporated in the Nethetlands. Al subsidiaries are wholly cwned
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Notes to the Accounts

Tor 1he year ended 31 March 2004

15. Derivatives and other financial instruments

The Group's financial instruments comprise borrowings, cash and items such as trade debtors and creditors that arise as a resuit of
norma’ aperations. The Group does not trade in financial insttuments

The main risks arising from the Group's financial instruments are interest rate nisk and foreign currency risk. The board reviews and
agrees poices for managing each of these risks and they are summarised below.

interest rate risk

The Group tinances its operations through a mixture of retained profit and bank borrowings. The Group bormows in pounds sterling and
euros The board reviews interest rates on potential borrowings although during the peried the Group was not exposed to significant
interest rate risk

Interest rate profile

Cash deposils are non-nerest bearing uniess placed on money markels at overmight rates. The Group overdraft facites are charged
at 2% above the UK base rate

Fareign currency risk
The Group rrades within Europe Transactions in Europe are generally priced and invoiced in euros.

Currency exposures
The table below shows the Group’s currency exposures. Such exposures comprise the monetary assets and monetary Habilities of the
Group that are not denominated in its functional currency {stering). These exposures were as follows:

Euro Totai

£°000 £:000

31 March 2004 59 59
31 March 2003 80 80

Maturity of financial liabilities
The overdraft faciity is repayable on demand.

Borrowing facilities
The Group has an overdraft facility. expiiing on 5 October 2004, of £150.C00. At 31 March 2004 the Group was not using this faciity

Fair vatues
The fair valugs of the financial assets and fabilities at 31 March 2004 are not materially different from their book values




16. Debtors: amounts falling due within one year

Trade debtors

Amounts dug from subsidiary undertakings
Other debtors

Prepayments and accrued income

17. Creditors: amounts falling due within one year

Amounts owed to subsidiary undertakings
Trade creditors

Other taxes and sociai secunty costs
Accruals and deferred income

Other creditors

18. Provision for liabilities and charges

A deferred taxation asset has not been created because tax losses carried forward are not in the main
subsidiaries where there is little trading activity, therefore limiting the opportunity to utilise these 05ses.

18. Share capital

(a) Summary

Ordinary 5p shares

Ordinary 5p shares

(£} Contingent rights to the allotment of shares

HIGHAMS R&AZ004
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Group Company
2004 2003 2004 2003
£00C £a00 £000 {00
1,176 1.916 14
- 994 1.641
319 1 326 28
143 316 81 176
1,638 2.233 1,415 1,845
Group Company
2004 2003 2004 2003
£:000 £000 £'000 £000
- - - 539
336 877 21 146
81 72 43
192 281 130 18
75 75 75 75
6584 1,105 275 836

2004
Number

30,000,000

Authorised

2003
Murmber

30.000.000

Authorised
2004
£°000

1.500

trading subsidiaries but in the

2003
£.000

1.500

Allotted, called up and fully paid

2004
Number

19,574,298

2003
Number

18,574,288

2004
£'000

979

Allotted, called up and fully paid

2003
£oon

979

As at 31 March 2004, options have been granted in respect of 547,138 (2003: 858.879) of the Companys ordinary 5p shares under
the Company's share option schemes 1o subscribe for ordinary shares of the Company as detaied in note 24.
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Notes to the Accounts

for the year ondeg 31 March 2004

20. Reconciliaticn of movements in shareholders’ funds

{a) Group

Share Share Profit and Total Tolal

capital premium loss account 2004 2003

£:000 £'000 £°000 £'000 £'00C
Los5 for the financial year - - (282) (282 185)
Exchange rate differences - - 6 6 )]
Net reduction in shareholders’ funds - - (276) (276} (202
Opening shareholders’ funds 979 684 426 2,089 2.291
Closing sharehoiders’ funds 979 684 150 1.873 2.083
(&) Company

Share Share Profit and Total Toited

capital premium loss account 2004 2003

£:000 £'000 £'000 £°000 000
Profit/filoss) for the financial year - - 44 44 (618)
Opening shareholders’ funds 979 684 10 1.673 2,291
Closing sharehclders’ funds 979 684 54 1.717 1.573

As permittad by section 230 of the Companies Act 1985, the profit and less account of the Company has not been inciuded in these
accounts.

21. Net cash flow from operating activities

2004 2003

£°000 {ono

Operating 1055 {487) (208}
Depreciation of tangible fixed assets 12 74
Decrease in debtors 651 432
(Decrease)/increase in creditors (245} 28
Profit on disposal of fixed asserts - 13
Exchange difference 6 @
Net cash (outflow)/inflow from aperating activities 3) 316

The net cash outflow from the operating activities of Highams Business Sclutions Limited in the period up to the date of sale was £67k




22. Analysis and reconciliation of net funds

Analysis of changes in net funds

Cash at bank and in hand
Owverdrafis

Net funds

Cash at bank and in hand includes £2.312 (2003

Reconciliation of net cash flow to movement in net funds

Cash (outflow)/inflow
Net funds at T Apal 2003

Net funds at 31 March 2004

23. Financial commitments
Group

Non-cancellable operating leases expiring:

Within one year
Between 2 and 5 years

Company

Non-cancellable operating leases expiring:

wWithin one year
Between 2 and 5 years
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1 April Cash 31 March
2003 flow 2004
£:000 £'000 £'000
872 (132) 740
872 (132 740
: £2.312) in respect of monies held in the Employee Share Benefit Trist

2004 2003
£:000 £000
(132) 264
872 508
740 B72

Land and Land and
buildings Other butrings Other
2004 2004 2003 2003
£000 £000 £000 £'coo
105 39 47
- 5 105 44
105 44 108 85

Land and Lanel and
puitdings Other buildings Ohe
2004 2004 2003 2003
£'000 £'000 £'000 oot
105 39 - 40
- - 105 44
105 39 105 84
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Notes te the Accounts
far ther year ended 37 March 2004

24, Employee Share Schemes

{a). Approved Employee Share Option Scheme

The Company adopted an inland Revenue approved Executive Share Option Scheme on 17 May 1896. In the current year 53,000
options have lapsed leaving the total options outstanding at 31st March 2004 at 148.068. Exercise of these is conditional an an
increase In earnings per share by at Jeast 20% p.a. compound over a minimum period of three years. The scheme will terminate on
17th May 2008, The exercise prices for these options range between 52.5p to £1 15 per share.

(b). Unapproved Employee Share Optian Scheme

The Company adopted an Employee Share Option Scheme on 15 Navember 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. At 37 March 2003,
135,337 shares were under option. With no changes this year, the balance remains at 139,331, exercisable untl 7 July 2006 at prices
ranging from 10p to £1.15 per share,

{c). EMI Opticn Scheme

The Company adopted an EM! [Enterprise Management Incentive) scheme and granted 779,220 shares as at 8 September 2000 At
31 March 2003 519.480 were under option. A further 259,740 lapsed during the year, leaving options existing at 37 March 2004 of
259,740 These options are exercisable until 8 September 2010 at a price of 38 5p per share

{d}. All Empioyee Share Ownership Plan
The Company has also adopted an Inland Revenue approved share scheme in which no shares had been granted as at 31 March 2004

{e). Employee Share Benefit Trust

An Employee Share Benefit Trust was establisned in Novermber 1895 and its Trusteas have the power to grant options to eigible
empicyees over shares in the Company at the Trust's expense, and the Company's discretion, upon such terms as they think fit and to
purchase such shares 10 he acquired by the eligible employees.

In accordance with Urgent issues Task Force Abstract 13 (UITF 13) 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
sponsarng company Any impairment in the value of shares classified as fixed assets is recognised immediately in the sponscring
company’s accounts. Where such tusts condidonally gift shares or put them under option 1o employeas at below the book value, the
dfference 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 Trust during the year (2003: £nil). The trust holds 148,953 shares, which had a
market value of £20,493 at 31 March 2004 (2003: 148,953 shares at a market value of £8,947).

No shares have been transferred to employees or were under option as at 31 March 2004 and they are includad in the Company's
balance sheet at that date as investments in own shares at a cost iess impairment provision of £20,481, The Trust's only other asset a
37 March 2004 was cash at bank of £2,312 (2003: £2,312) which is included in the Company's balance sheet as part of cash at bank
and in hand. The Trust had no liabiliies.

25. Related party transactions
The Group has taken advantage of the exemption allowed by Financial Reporting Standard 8, "Related Party Transactions”. not 1o
distiose any mansactions with entities that are included in these consolidated financial statements,

During the year. the Group purchased accounting services in the ordinary course of business from Aitons Chartered Accountants, of
which the director, M A Eve, was a partner until 37 October 2003, at a cost of £5,038 (2003: £10.895). The balance due at 3% March
2004 was £nil (2003: £5,500)

26. Post balance sheet event

On 18 August 2004, the Company acquired RWP Recruitment Services Limited for £2,050.000, 1© be satisfied by the issue of
3,967,936 new 5p ordinary shares and £1,555.000 in cash.
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Five year record

Results

Turncver

Operating (loss)/profit — continuing operations
Operating profit/ftoss) - discontinued operatons
Loss on ordinary activities before taxation

Lass far the financial year after taxation
Dividends

Assets employed

Fixed assets

Net current assets

Creditors due after more than one year
Provisions for liabilities and charges

Net assets

Financed by
Equity shareholders’ funds

Key statistics

Loss per share

Return on shareholders’ funds”
Return on assets employed™

Note:
* Loss for the financial year/clesing shareholders’ funds

2004

2003 2002 2001 2000
£000 £000 £:00C 000 £000
8,559 11,095 16,777 20,662 26,864

(507) (208) 60 40 203
20 . {289 19 (505
(282) (195) (298} (2.032) (209;
(282) (195) (283) (2.023) (297}

- 20 49 49

119 89 15 187 1,157
1624 2.000 2178 28722 3678

- 120)

115 (15}

1,813 2.085 2.281 2.54 4,650
1813 2,089 2.29i 2,54 4,650
(1.45p) (1.00p) (1 45p) (10.23p) 11 58p!
{15.6%) {9.3%) {12.4%) (78.0%) (5.4%)
(27.29%) (10.0%) (12.6%) 122 4%) (5.2%)

= Operating result/fixed and net current assets excluding investments and goodwill
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Notice of Meeting

Notice is hereby given that the Annual General Meeting of the Company will be held at Charles Staniey & Company Limited, 25 Luke
Street. London. ECZ2A 4AR on Thursday 7 October 2004 at 11 .30 am. in order to transact the following business:

Ordinary Business

Resolution 1 To receive and adopt the Company's Accounts and the reports of the Directors and the Auditors for the firancial year
ended 31 March 2004,

Resolution 2 To re-elect John Edward Higham. who retires by rotation. as a Oirector of the Company,
Resolution 3 To re-elect Edward lan Andrews, who retires by rotation, as a Director of the Company.

Resolution 4 To elect Glenville David Burhidge who. having been appointed since the last annual general mesting of the Company,
offers himselt for electon as a Director of the Company.

Resoiution 5 To appoint EDO Stoy Hayward LLP as Auditers of the Company and to authorise the Board to fix their remureration.

Special Business

To consider and, if thought fit, pass the following resolutions as Ordinary and Special Resolutions. In the case af resolution € as an
ordinary resolution, and in the case of resolution 7 as a special resolution:

Ordinary Resolution

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 10 aliot relevant secusities (as defined in the Act up to an
aggregate nominal amount of £552.266.60 and within that period to make any offer or agreement which would or might require such
securities to be allotted after the expiry of this authority and all authorities previously conferred on the directors pursuant to section 80 of
the Act be and are hereby revoked. This authority shall expire on whichever is the earlier of the conclusion of the Annual General
Meeting to be held in 2005 or the date faling 15 months from the passing of this Resolution; and

Special Resolution

Resolution 7 That the directors be and are hereby empowered to allot equity securities {within the meaning of section 94 of the Act}
pursuant to the general authority for the purposes of section 80 of the Act conferred by Resolution 6 above up o the aggregate
nominal amount of £100.700 as If sectiort 89(1] of the Act did nat apply to such allotment and the Company may make an offer or
agreement which wouid or might require such securities to be allotted after the expiry of the authority and all suthorities previously
conferred on the directors pursuant to section 95 of the Act be and are hereby revoked. This authority shall expire on whichever is the
earlier of the conclusion of the Annual Gengral Meeting to be held in 2005 or the date faling 15 months from the passing of this
Resolution

By order of the Board

MA Eve
Secretary
7 September 2004

Registered Office
Quadrant House
33-45 Croydon Road
Caterham

Surrey

CR3I 6PB
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Notes:

{a) A member entitled to attend and vote may appoint a proxy to attend and vote instead. 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 Capita Regrstrars {Proxies), PO
Box 25. Beckenham, Kent BR3 4BR 50 as to be received no less than 48 hours before the time appointed for ho'ding the Annual
General Meeting or any adjournment thereof. Lodgement of a form of prosty will not prevent a member from attending and voting in
person if so desired

{b) The Register of Directors’ interests in the shares of the Company and copies of the directors’ service contracts with the Company or
with any of its subsidiary undertakings will be available for mspection throughout the meeting and at the registered office of the
Company during normal business hours.

{c} To be entitled to attend and vote at the meeting (and for the purpose of determining the number of votes shareholders may cast),
shareholders must be entered on the Company's Regfster of Members not later than 6.00pm on 5 October 2004 or, if the mesting is
adjourned, shareholders must be entered on the Coempany's Register of Members not later than 48 hours before the time fixed for the
adjourned meeting.

{d) Pursuant to Regulation 41 of the Uncertificated Securities Regulations 2001, the Company specifies that only thase shareholders
registered in the Register of Members of the Company as at 6.00pm on 5 Qctober 2004, snall be entitled (o attend or vote at the
meeting In respect of the number of shares registered in thair names at that time. Changes to entries in the Register of Members after
6.00pm on 5 October 2004 shall be disregarded in determining the rights of any person 10 attend or vote at the Meeting
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Financial Calendar

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

Anrual Gerers! Mesting

17:30 a.m. on 5 Cctober 2004

1130 a.m. on 7 October 2004

Desygned and produced by Best & Co 020 7410 8710
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