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Highams Systems Services Group plc is an IT recruitment
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Highams will be the best provider of information technology personnel by:

— Business focus concentrating on our specialist market sectors
— Excefience exceeding client expectations for service, quality
and velue for money
~— Staff ensuring our people are knowledgeable, skilful and maotivated
— Trust developing relationships of mutual trust with clients and suppliers




Group at
a glance

Highams Recruitment

comprising Highams Recruitment Limited and Highams Recruitment BV, provides
total [T resource soluticns to the Insurance, Investrment Management and
Financial Services sectors. Supplying permanent and contract personnel at all T
levels, either as a single skil or a fully managed team, our niche market expertise
and proven resourcing processes have positioned us as the spectalist of choice
with many blue chip organisations.

RWP Recruitment Services Limited ("RWP™)

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

RWP was merged with Highams Recruitment Limfted at the end of March 2005.
Al services are now provided under the Highams brand.




Operating
and Financial
Highlights

2005
2'000
Turnover 13,512
Operating loss for the financial year before
amortisation of goodwill and exceptionals (207)
Loss for the financial year before tax (523}
MNet current assets 747
Shareholders’ funds 2,187
Loss per share before .
amortisation and exceptionals {0.83)p
Dividend per share -

Highams Group

— Significant progress on implementation of strategy

— Acquisition and successful integration of BWP Recruitment Services
— Resulting improved tumover and reduced operating loss

— Further resuliing substartial cost savings in By 2005/2006

Highams Recruitment

—— Maintained contribution to Group

— Revenue and gross margin growth in second half of year
— Improved contract recruitment percentage margin

RWP Recruitment Services

— Acquired in August 2004

— Relocated to Highams' head office in Decembear 2004
— Fully integrated from April 2005

2004
£:000

8,959
419}
(293)

1,894
1,793

(2.05)p
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The Group’s major strategic event of the past year has been the acquisition of RWP
Recruitment Senvices Umited ("RWP”} in August 2004, and its very successful integration
with Highams Recruitment Limited, enabiing us to significantly accelerate the growth of the’
business, whilst gaining considerable cost savings.

The rationale behind the acquisition was that in order to produce bottom line profits at
Group level, we needed to grow not just organically but also by adding revenue to a fixed
cost base. We acquired RBWP Recruitment Senvices Limited for an aggregate congideration
of £2.1m pius expenses, 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
ingtitutional investors and partly from our own resources.

The impact of the greater critical mass has helped {o improve the Group's operational
results in the second half of the year. The significant savings resulting from the integration
of the businesses will be demonstrated from April 2005.

Financtal Results These results include a saven monih confribution from RWP from 18 August
2004, Group turmnover for the year amounted to £13.5m (2004: £8.8m). The operating 'css
excluding goodwill amortisation and exceptionals was £207,000 (2004: loss of £418,000).
The pre-tax loss was £523,000 (2004 loss of £293,000) after goodwill amortisation and
exceptionals.

The Group had Net Assets of £2.2m (2004: £1.8m} at the yearend.

Reports on the year's frading by our subsidiaries are included in the Group Managing
Director's Report.
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Highams' end-users

Final Dividend The Directors are not recommending the payment of a final dividend for the
year to 31 March 2005 (2004 nil).

Executives and staff Highams nas a vary experiencad and loval team who have respended
well to the opportunities and the challenges of the enlarged Group. | am very grateful to the
management and all our staff for their hard work and expertise.

Cutlcok and Current Trading We expect to see continuing growth opportunitiss for
Highams in the IT recruitment market in general and in the insurance and financial services
sectors in paricular. Our performance and results in the coming year will see a significant
growth in our annual revenues from our growing and impressive client list and a considerable
saving in ised expenses resulting from the successful Integration of RWE We continue
egic cpportunities for the future growth and development of the Group.,

AM Howarth
Chairman
29 June 2005




Group Managing
Director's Report

Overview The acquisition of RWP Recruitment Services in August 2004 has positioned us
to realise the twin benefits of a significantly enhanced sales capability and considerable
savings following the successful integration process. Whilst our improved cperating results
for the second half of the financial year showed the immediate benefits, the substantial
cost savings arising from the integration will be reflacted in our results from April 2005.

Trading Review

Highams Recruitment Revenues and gross marging eamed from the placement of IT
coniractors in the second half of the year exceeded those reported for the first hal’ by more
than 18 per cent. Fees from the placement of permanent [T staff in the second half of the
year were similar to those in the first ha'f.

For the year as a whole, tumover was £7.7m (2004: £7.7m) and pre-tax operating profit for
the business (before Group overheads) amounted to £530,000 (2004: £529,000).

RWP Recruitment Services Tumover in RWP since its acquisition (18 August 2004) was
£5.8m with a pre-tax operating profit of £316,000 (before Group overheads). Sales to RWP's
clients were impacted initially by the disruption of the acquisition and integration, including the
transfer of RWP staff to Highams' Caterham office, but picked up again from January 2005.

With effect from Q1 April 2008, Highams Recruitment and RWP merged fully and now trade
only under the Higharns Recruitment brand.

Group Prospects

The Market Last year saw growth in the IT market generally after the severe decline from the
stan of this decade. Independent forecasts indicate that there will be continued steady growth
in the IT market over the next wo years, with insurance and finance being two of the sectors
in which growth is expected.

Strategy The emphasis for the year ahead is the delivery of improved results through organic
growth and a reduced cost-base. However, we will continue 1o seek 1o identity suitable
recruitment companias for acquisition. Our experience with RWP confirms our previously
stated belief that we can derive appropriate and worthwhile benefits of scale from carefully
selected and integrated acquisitions.

Financial Year 2005/2006 From the start of this year we wil gain the financial benefits to te
derived from the restructuring of our Board and cur senicr managemant team that we
announced in January 2005 and from the termination of the lease of RWP's Tunbridge Weils
premises.

We have capacity within our cument staff and systerns to handle the improved levels of
business that our niche markets are providing.




Nigel Graham Maw The satisfaction that we felt from the important strategic achievements
of the past financial year has been tinged with considerable sadness at the news of the death
of our Chairman, Nigel Graham Maw, in April 2005, shortly before he was due to retire. Nigel
had Been our charismatic Chaimman since we floated in Novermber 1996 and gave sterling
senvice to the Group throughout his period in offica.

Appointment of Alan Howarth We were very pleased to announce the appointment of
Alan Howarth as Mon-Executive Chalman an 3 May 2005, He has over 30 years experience
working with senior executives across a wide range of sectors and he enjoys substantial IT
recruitrnent experience, having led the Search & Selection practice at Emst & Young for a
numboer of years.

He has spent the last 20 years as a management consultant, firstly as a partner with Emst &
Young and mare recently as Managing Director of Compass Management Consulting Limited.
He is currently Non-Executive Chairman of full-listed Gresham Computing olc and Non-
Executive Director of AM-fisted MaclLellan Group ple.

We are delighted that Alan has agreed to join the Board as Chairman and are confident that
his boardroom experience, knowledge of the [T recruitment industry and his wealth of
contacts across the City and industry will be of considerable value to Highams.

Staff The integration of two businesses can be a fraught time, especially when one of the
businesses is reguired 1o relocate. I'm defighted at the way our newly combined staff and
management teams have quickly come together as a united force. | thank them for their
commitment and h rk through the period of disruption and change.

o~

E | Andrews
Group Managing Director
29 June 2005




Directors

Alan Miles Howarth

Non-Executive Chairman

Alan, aged 59, was appointed Chairman in
May 2005, He has spent over 20 vears as a
management consuttant advising managermeant
on strategic, operational and resource
improverment. Formerly Managing Director

of Compass Management Consulting he
was a partner with Emst & Young for 16
years. Additional non-executive directorships
include Gresham Computing pic, the Maclellan
Group plc and varous interests in public
hodies and smaller private concems.

Edward lan Andrews

Group Managing Director

Ted, aged 53, has been a director of Highams
since joining the company in 1983. He has
a packground of techricat and rmanagement
roles in insurance companies and software
houses. He gained experience in directing
the software and recruitment aspects of

the Group pricr 1o being appointed Group
Managing Director In 1899.

Maurice Anthony Eve

FCA Finance Director

Tony, aged 51, was appointed Finance
Director in October 19596. He is a chartered
accountant with experience of running his
own practice and provides financial and
husiness consultancy to SMEs.

Glenville David Burbidge

Group Sales Director

Glen, aged 46, joined Highams in August
2004 on the acquisition of RWP Recruitrment
Services Lid. He was the managing director
of RWR having joined them in 1994, and
had overall responsihility for RWP whiist
remaining very active in sales management.

John Edward Higham

ACH Non-Executive Director and

Deputy Chaiman

John, aged 60, founded Highams in 1983
after many years gaining experience of the
insurance market from an IT and business
perspective, both within insurance company
and software house environments. John was
Chief Executive of the Group until April 2000,
when he ook up his cuent role.
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Report of the
Directors

The directors prasent their report and the audited financial statements for the Company and
the Group for the year ended 31 March 2005.

Principal Activities Highams is a specialist IT recruitment company and its principal activities
are the provision of contract and permanent T recruitment services, mainly in the insurance,
investment management and financial sectors. Further detafs of the Group's operaticns are
given in the Group Managing Director's Report.

Results and Dividends The Group recorded a loss before taxation but after asmortisation of
goodwill and exceptional items of £523k (2004 loss £283K) on a tumover of £13.5m (2004:
£8.6m).

As noted in the Chalrman's Staterment, the directors do not recommend a finat dividend
(2004: nil}. No interim dividend was paid during the year (2004 nil).

Review of Business This revisw is cortained in the Group Managing Director's Repart.
Directors The directors of the Compary are set out on page 9.

In accordance with the Company's Articles of Association, Mr MA Eve retires by rotation and
offers himself for re-election. Biographical details for Mr Bve are provided on page 8.

Following the sad death of Mr Graham Maw, Mr AM Howarth was appoeinted as a director and
Chairrnan of the Company on 3 May 2005 and offers himself for election. Biographical details
for Mr Howarth are provided on page 8.

Directors' interest in shares The persons who held the office of director at 31 March 2008
had the following interests in fully paid ordinary 5p shares of the Company at the beginning
and end of the financial year.

31 March 2005 1 Aprit 2004
Shares Options Shares QOptions
NN Graham Maw 260,126 - 90,128
Bl Andrews 3,570,000 - 3.400,000
GD Burbidge 587,842 - -
MA Eve 62,400 - 62,400 -
JE Higham 8,697,649 - 8,527,648 -

C Wiliams - 253,740 - 258,740




Notes:

1. NN Graham Maw’s interest is held by his personal penision plan.

2. MA Evesk interest includes 37,200 shares held by his wife and children.

3. MA Eve has further non-beneficial interests in the 1,230,000 shares held by The John
Higham Family Trust of which he is a trustee (see also 4).

4. JE Higham's inferest includes 200,000 shares held by his wife and 1,230,000 shares held
by The John Higharm Family Trust.

At 31 March 2005, C Wiliams had 259,740 cptions granted under the Enterprise Management
Incentive Scheme. These were exercisable at 38.5p per share, but have since lapsed due o
Mr Wiliams leaving the Comgany.

As previously reported, following & Placing by Charles Stanley & Co Limited on 17 August
2004, the Company issued 8,333,334 New Ordinary Shares at a price of 8Bp per share.
The following Cirectors 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




Report of the
Directors

continued

Substantial Shareholders As at 17 June 2005, the following substantial sharehcldings have
bean notified 1o the Company:

Number of shares % of issued

Share Capital

Brewin Nominees Limited 1,302,300 4,09%
El Andrews 3,570,000 11.20%
JE Higham 7,267,649 22.80%
John Higham Farmily Trust 1,230,000 3.86%
JS Paremain 1,589,848 4.99%
MU Radlett 1,589,847 4.99%

Share option schemes information regarding the Company's share option schemes is given
in note 23 1o the accounts.

Corporate governance The directers report on page 14 upon the extent to which the
Company already oboserves and complies with the “Combined Code” publisned by the
Financial Reporting Council in July 2003.

Supplier payment policy The Group's policy is to pay its contractors by direct credit inta
their bank accounts immediatsly correct 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
2005 was 24 (2004: 17).

Liability insurance for Company Officers The Company has maintained insurance cover
for the directors against lisbility arising from negligence, default, breach of duty and breach of
trust in relation to the Company.

Charitable and political donations During the year, the Company made no char table
donations (2004: nil). There were no political donations (2004: nil).

Auditors A resolution o reappoint BDO Stoy Hayward LLP as auditors will be proposed at
the Annual General Meeting.

This report was approved by the Board of Directors on 29 June 2005.

h Y

MA Eve
Compary Secretary P

e (




Statement
of Directors’
Responsibilities

Company law requires the directors to prepare accounts for gach financial year which give a
true and fair view of the state of affairs of the Company and the Croup and of the profit or loss
of the Group for that period. In preparing the 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 concem basis uriess it is inaperopriate to assume that
the Group will continue in business.

The directers ara responsible for keeping proper accounting records which disclose with
reasonable accuracy, at any time, the finencial 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 iregularities.

Financial statements are published on the Company's website in accordance with legislation
in the United Kingdom goveming the preparation and dissemination of financial statements,
which may vary from legislation in other jurisdictions. The maintenance and integrity of the
Company's website is the responsibility of the directors. The directors’ responsioility also
extends to the ongoing integrity of the financial statements contained therein.




Statement
of Corporate
Govemance

The Board is committed to high standards of corporate govemance so that the Comparny's
management procedures are transparent and clearty understecod 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 activiies and setting a strategy for enhancing
shareholder value. Regular strategy meetings are held 1o review the Group's forward planning
—vital in a rapidly changing market and technslogy environment.

The Board currently consists of three executive directors and two non-executive directors.
The Company does not have a Nomination Committee as such; the Board colectively
undertakes the functions of such a committee.

The Chairman and the Group Managing Director These tasks are carried out by two
different individuals, They have a clear understanding as to the split of responsibilities between
them, and thay meet regularty cn a one-to-one bhasis so that each is aware of the ideas and
actions of the other.

Internal Control The Board has overall responsibility for ensuring that the Group maintaing
systems and intemal financial controls that provide them with reascnable assurance regarding
the financial information both for use within the business and for exdemal publication, and that
the assets are safeguarded.

Audit Committee The Board has an established Audit Cornmittee chaired by John Higham;
the other members of the committee are Alan Howarth and Ted Andrews.

The terms of reference for the Audit Committee are to assist the Board in the discharge of its
responsibilities for corporate govemance, financial reporting and intemal control. Its duties
inciude maintaining an appropriate relationshin with the Company's auditors, keeping under
review the scope and results of the audit and its effectiveness.

The Audit Committee has scle responsibility for assessing the independence of the extemal
auditors, BOO Stoy Hayward LLP. The committee has had due regard to the document
published in May 2003 by the Institute of Chantered Accountants in England and Wales
(ICAEW) "Reviewing Auditor Independence: guidance for audit committees”. Each year the
committes undertakes to seek reassurance that the external auditors are independsnt.

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

The Directors’ Remuneration Report is on page 15.

Going Concern After making appropriate enguires, the directors consider that the Company
has adeguate resources to continue in operational existence for the foreseesable future. For
this reason, they continue to adopt the going concem basis in preparing the accounts.




Directors'’
Remuneration
Report

This report sets out the remuneration policies for the Group's executive directors. it should be
read in conjunction with detalls of directors’ remuneration in note 5 on pages 25 and 26
which forms part of the audited accounts. The members of the remuneration committee
{Remcom) are identified on page 14.

With the exception ¢f 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 Bemcom from time to time.

Remuneration Policies Remcom recommends to the board a framework for exacutive
rernuneration. Remcom detenmines specific packages for each executive director including
pension rights and compensation payments.

The general philosephy underlying the Group's remuneration policy for executive directors is
the same as that applied to all senior employees in order 1o encourage excellence. The basic
components 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 level of salary and benefits. It also takes into account experience, responsibllity and
performnance.

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

Share Schemes Details of all Company share schemes, together with the performance
incentives, agpear in note 23 on page 36. No awards were made during the year under these
schemes.

Pensions The Group operates a defined contribution pension scheme, the contributions 1o
which are set out in note 5 on pages 25 and 26.

Service Contract The executive directors, with the exception 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 months' notice. MA BEve has an agreement that can be
terminated on six months' notice.

Non-Executive Directors Non-executive directors receive an annual feg in raspect of their
duties. The fees are reviewed annually and are set by the beard, Their contracts are
immediately terminable.

MA Eve
Company Secretary

.,
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Report of
the Audiors

independent auditors’ report to the sharehoiders of Highams Systems Sertvices
Group plc

We have audited the financial statements of Highams Systems Services Group plc for the
year ended 31 March 2005 on pages 18 to 36 which have been prepared under the
accounting policies set ot on pages 22 10 23

Respective responsibilities of directors and auditors

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

Our responsibllity is to audit the financial statements in accordance with relevant legal and
regulatory requirements and United Kingdom Auditing Standards.

We report to you our opinion as to whether the financial statements give a true and fair view
and are property prepared in accordance with the Companies Act 1885, We also report to
you if, in our gpinion, the Directors’ Report is not consistent with the financial statements, if
the cormnpary has not kept proper accourting records, it we have nct received al the information
and explanations we require for our audit, or if information specified by law regarding directors’
remuneration and transactions with the company and other members of the group is not disclosed.

We read ather information contained In the annual report and consider whethear it is consistant
with the audited financial statements. This other information comprises only the Directors’
Report, the Chairman's Statement, the Group Managing Director's Report, the Corporate
Governance Statement, the Directors’ Remuneration Report, the Operating and Financial
Highlights and the Five Year Record. We congider the implications for our repart if we become
aware of any apparent misstatements or material inconsistencies with the financial statements.
Cur responsibiities do not extend to any cther information.

Cur report has been prepared pursuant to the requirements of the Companies Act 1985 and
for no other purpose. No parson is entitled to rely on this report unless such a personis a
person entitled 1o rely upon this report by virtue of and for the purpose of the Companies Act
1985 or has been expressly authorised to do so by our prior written 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 liakility.
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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
refevant to the amounts and disclosures in the financial statements. 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 policies are appropriate
to the group’s circumstances, consistently applied and adequately disclosed.

We planned and performed our audit s¢ as to obtain all the information and explanations
which we considered necessary in order to provide us with sufficient evidence to give
reasonable assurance that the financial staterments are free from matenal m sstatement,
whether caused by fraud or cther iregularity or error. In forming our opinion we also evaluated
the overall adeguacy of the presentation of information in the financial statements.

Opinion

In cur opinion the financial statements give a true and fair view of the state of affairs of the
groun and company at 31 March 2008 and of the loss of the group for the year then endad
and have been properly prepared in accordance with the Companies Act 1985.

%bo d?gj ’/'{La.fj od LA

BDO Stoy Hayward LLP

Chartered Accountants and Registered Auditors
Bromley

29 June 2005




Consolidated Profit & Loss Account
for the year ended 31 March 2005

Continuing QOperations 2005 2004
Acquisitions Total Restated
Notes £7000 £7000 £'000 £000
Tumover 7,682 5,830 13,512 8,550
Cost of sales 6,522) (5,277) (11,799) (6,932
Gross profit 1,180 553 1,713 1827
Administrative expenses
— before exceptional items and goocwill amertisation (1,665) (255) (1,920 (2,046}
- excepticnal tems & {170} (30) (200) 63)
— goodwill amortisation 17 - 1) @1) -
(1,835} (376) (2,211} (2114
Operating (loss)/profit before exceptional items
and goodwill amortisation (505} 298 (207) (419
Operating (loss)/profit (498) (487)
Profit on sale of business 8 - 174
Interest receivable 3a 15 20
Interest payable 3b (40)
Loss on ordinary activities before taxation (523) (293)
Tax on l0ss on ordinary activities g -
Loss for the financial year (514) (293)
Dividends g -
Lass for the year 19 (514) {(293)
Loss per share - basic and diluted
Loss for the financial year before goodwill
amortisation and exceptional items 10 {0.83)p (2.05)p
Loss for the financial year 10 {1.80)p (1.5Mp
The accompanying notes are an integral part of this profit and loss account.
Consolidated Statement of Total Recognised Gains and Losses
for the year ended 31 March 2005
2005 2004
Restated
£'000 £000
Loss for the financial year (514) (293}
Profit on foreign curmency transiation 1 6
Total recognised gains and losses relating
to the year {513) {287)
Prior year adjustrnent i 39

Total recognised gains and losses since the
last annual report

(474)




Consolidated Balance Sheet

31 March 2006
2005 2004
Restated
Notes 2000 2000
Fixed assets
Goodwill 11 1,394 -
Tangible assets 12 48 og
1,440 9g
Current assets
Dabtors 14 2,909 1,638
Cash at bank and n hand 247 740
3,156 2,378
Creditors: amounts falling due within one year 15 {2,409} 634}
Net current assets 747 1,604
Net assets 2,187 1,793
Capital and reserves
Called up share capital 18 1,594 a7g
Share premium % 679 634
Merger reserve 193 297 -
Employee share benefit trust reserve 193 (59) 59)
Profit and loss account 184 324) 189
Equity shareholders’ funds 1%a 2,187 1,793

The accounts on pages 18 to 36 were approved by the Board of Directors on 28 June 2005
El Andrews & MA Eve, Directors

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




Parent Company Balance Sheet
31 March 2005

Fixed assets
Tangible 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

Caled up share capital

Share premium

Merger reserve

Employee share benefit trust reserve
Profit and loss account

Equity shareholders’ funds

The accounts on pages 18 10 36 were approved by the Beard of Directors on 29 June 2005

Bl Andrews & MA Eve, Directors

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

—R

Notes

180

2005 2004
Restated
£'000 £1000
26 71
26 71
3,198 1,415
3 486
3,201 1,901
{623) (275}
2,578 1,626
2,604 1,697
1,594 979
679 684
297
(59 (59)
93 93
2,604 1,697
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Consclidated Cash Flow Statement
for the year ended 31 March 2005

2005 2004
Notes £'000 000
Net cash cutflow from operating activities 20 (38) {3
Returns on investments and servicing of finance
Interest received i85 20
Interest paid (40} -
{25) 20
Taxation
UK corporation tax (64)
Capital expenditure and financial investment
Purchase of tangible fixed assets (8) (107}
Sale of tangible fixed assets 25 -
17 (107}
Acquisitions and disposals
Purchase of subsidiary undertaking 13 {1,771) -
Net cverdraft acquired with subsidiary undertaking 13 (102) -
Deferred consideration received 6 300 -
Sale of operations & - 287
Cash disposed of with operations 6 - (329
(1.573) {42
Equity dividends paid -
Cash outflow before financing in the year (1,683) {(132)
Financing
Net proceeds from issue of shares 412
Invoice discounting facility 778 .
1,100 -
Decrease in cash in the year 21 (493) (132)

The accompanying notes 20 and 21 are an integral part of this cash flow statement.
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Notes to the Accounts
for the year ended 31 March 2005

1. Accounting Policies

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

Change in accounting policy
Previously, in accordance with UITF13, the ordinary shares of the Company held by the Employee Share Benefit Trust were shown as
fixed asset investments, at cost less provisions for impaiment.

In accordance with UITF38, issued on 15 Decernber 2003, this investment in own shares has been transfared to equity shareholders’
funds and shown at cost. The comparative figures have been restated to reflect this change. The effect on the Group and Company
balarice sheets at 31 March 2004 is to decrease shareholders' funds by £20,000 and to increase the loss on ordinary activities before
taxation for the year endad 31 March 2004 by £11,000.

The presentation of direct overheads has been amended to include these costs within administrative expenses. Previously these costs
have peen included in cost of sales. Comparative figures have been represented accordingly. The directors consider that the revised
prasentation more fairly reflects the Group's ogerations and is in line with sector nomns. The effect on the profit and 'oss account for the
year ended 31 March 2004 is to decrease cost of sales and increase administrative expenses by £428,000, with no net impact on the
loss for the year or net assets,

Basis of consolidation
The Group financial statements consolidate the financial 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 acquisition. The results of subsidiary undertakings
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
receivable and the net assets at the date of disposal, including any unamortised goodwill,

Turnover

Tumover represents amounts receivable for goods and services provided during the accounting pericd net of trade discounts and value
added tax.

Goodwil

Goodwill arising on the acquisiticn of subsidiary undertakings is carried on the balance sheet and amertised over its useful economic
life. The camying value of goodwill is reviewed ragularly for impairment. On subsequent disposal of the underlying investment, any
goadwill not yet amartised will be taken to the profit and loss account when calculating the profit or loss on discosal.

Tangible fixed assets and depreciation
Tangible fixed assets are stated at cost net of depreciation and provision for impaimment. Depreciation is provided on all tangible fixad
assets at rates calculated to wiite off the cost, less estmated residual value, of each asset over its expected useful life as follows:

Leasehold improvermnents - over period of lease

Computer equipment - B0% on cost per annum

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

Motor vehicles —  25% cn wiitten down vaiue per annum
Investments

Investments are shown at cost less provision for Impaiment.

Finance and operating leases
Assets held under finance leases or hire purchase agreements are 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 pericd 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 to the profit and loss account on a straight fing basis over the lease term.
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1. Accounting Policies continued

Deferred taxation

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

Deferred tax balances are not discounted.

Foreign currency

Transactions in foreign cumencies are recorded at the rate of exchange at the time of the transaction. 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 raie. Any gain or loss ansing from a change in exchange rates subsequeant to the date of the
transaction is included as an exchange gain or loss in the profit and loss account.

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

Pension costs

The Group operates a defined confribution pensicn scheme. Thne pension cost charged 1o the profit and loss account represents
contributions payable by the Group to the pansion scheme in the year. Differences batween contributions payakle in the yvear and
contributions actually paid are shown as sither accruals or prepayments in the balance shest.

Financial instruments

In relation to the disclosures made in note 16:

— short termn debtors and creditors are not treated as financial assets or financial liabilities {other than for currency disclosures);
— the Group does not hold or issus derivative financia! instruments for trading purposes.
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Notes to the Accounts
for the vear ended 31 March 2005

2. Segmentat information

(a) Classes of business
The tumover and loss before taxation in the vear arose from the single activity of recruitment services.

Segmental figures for the vear ended 31 March 2004

Discontinued Continuing
Operations Operations
Business Sclutions Recruitment Total
£'000 £000 £'000
Turnover 832 7727 8,559
Cost of sales (325) (6,607) (6,932)
Gross profit 507 1,120 1,627
Administrative expenses
- hefore exceptional iterms {487) (1.559) (2,046)
- excepticnal items (note 6) - (68) (68)
{487) (1,627) (2,114)
Operating profit/{loss) 20 (507} {487)
Profit on sale of busingss 174
Interest receivable 20
Loss on ordinary activities before taxation {293)

The Group's net assets at 31 March 2005 and 2004 were all attributable to the Group's single activity of recruitment services.

(b) Geographical analysis

Turnover by origin Turnover by destination
2005 2004 2005 2004
£'000 £000 £'000 £1000
United Kingdom 13,137 8,085 12,230 7,404
Rest of World 375 474 1,282 1,195
13,512 8,559 13,512 8,560
3. Interest
(a) Interest receivable
2005 2004
£'000 £000
Bank deposit 15 20
(b} Interest payable
2005 2004
£'000 £:000

Invoice discounting factity 40




4. Information regarding employees {including directors)

(a) Staff costs
Total staff costs were as follows:

\Wages and salaries
Social security costs
Other pension costs

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

Management
Production and administration
Sales and marketing

5. Directors’ remuneration

Aggregate remuneration
The fotal amounts for directors’ remuneration and other benefits were as follows:

Emoluments
Compensation for loss of office
Money purchase pension contributions

25

2005 2004
£'000 £'000
1,302 1,434

126 146

58 69
1,486 1,649
2005 2004
Number MNumoer
7 7

3 11

21 13

3 31

2005 2004

£'000 2000

382 372
73 g0
37 43
492 505
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Notes to the Accounts
for the year ended 31 March 2005

5. Directors’ remuneration contnued
(a) Directors’ remuneration

Money Monay
purchase purchase
pension pension
Fees/basic Taxable  Severance contributions  contributions
salary benefits payment 2005 2004 2005 2004
£'000 £'000 £'000 £'000 £:000 £'000 E'000
Executive
Bl Ancrews 111 7 ~ 118 118 31 31
GD Burbidge 56 - - 56 - 6
MA Eve 40 - - 40 26
BJ Mertin
fresigned 26 November 2003) - - - - 153 - 12
C Willams
fresigned 31 March 2005) 103 e 73 185 109 -
Non-Executive
NN Graham Maw 36 - - 36 36 -
JE Higham 20 - - 20 20 -
Aggregate emoluments 366 16 73 455 462 37 43

Tha services of AM Howarth {who joined after the year end) and JE Higham are secured Dy letters of appointment, and these
appointments can be terminated by the Company in general meeting at any time. El Andrews and GD Burbidge are employed under
senvice agreements which can be terminated at any time giving six months' prior notice by the directors and twelve months' notice by
the Company. The services of MA Eve are secured by an agreement which can be terminated on six morths’ notice. As a result of the
Company’s restructuring, the services of G Willams temminated on 31 March 2005. NN Graham Maw died on 12 April 2005.

(b) Directors' pension entitlements
During the year, two directors were members of money purchase pension schemes (2004: two). Contributions paid by the Company in
respect of such directors are shown in part (a) of this note.

(c) Directors’ share options and interests
Details of directors' share options and interests are shown in the directors’ report on pages 10 to 12.




27

6. Exceptional items
The exceptional tems comprise the following:

2005 2004
2000 2000
Closure of Dutch office - (68)

Post acquisition integration and restructuring costs {200)
Exceptional administrative expenses {200} (68}
Sale of Highams Business Solutions Limited - 174
(200) 108
Sale of Highams Business Solutions Limited 2004
£'000

Subsidiary undertakings and operations

Tangible fixed assets 16
Debtors 244
Cash at bank 329
Creditors due within one year (176)
Cost of disposal 179
532
Consideration 766
Profit on disposal 174

Qf the £768k consideration, £468k was received in cash on completion and £300k was held in escrow and received in June 2004.
Net cash received on completion, afier deducting costs of disposal, was £287k.

7. Loss on ordinary activities before taxation
The loss on ordinary activities before taxation is stated after charging:

2005 2004
£°000 £000
Auditors’ remuneration
— for audit services 30 23
- for non-audit services 5 3
Depreciation and amounts written off tangible fixed assets
- owned assets 49 72
Operating lease rentals
— buildings 126 105
- vehicles and computers - 56

Included in the Group audit fee is an amount of £5,000 (2004 £5,000) in respect of the Company. In addition, fees of £57,000 {2004: ni)
were paid to the auditors in relation to advice given on the acquisition of RWP Recruitment Sernvices Limited; these costs have been
included in acguisition costs (see note 13).




Nctes to the Accounts
for the year ended 31 March 2006

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

UK corporation tax
Deferred taxation

Reconciliation of tax charge
Loss on ordinary activities before taxation

UK Corporation tax at the standard rate of 30% (2004: 30%)

Effect of:

Capital gains not taxable
Expenses not deductible for tax purposes
Capital allowances in excess of depraciation

Utilisation of tax losses
Losses camied forward

Current tax charge for year

At the balance sheet date, the Group had £720,000 {(2004: £720,000) of losses 1o carry forward against future profits.

9. Dividends

Final dividend of nif per share proposed (2004: nil

10. Loss per share

Loss for the financial year before goodwill

amortisation and exceptional items
Goodwill amortisation (note 11)
Excepticnal items (note 6)

Loss for the financial year

2005 2004
Restated
£'000 £:000

@

i)
{523) {£293)
(157) 88
- {49)
59 47
89 5
- (5
- S0

9
2005 2004
£'000 £'000

Weighted Waighted
average average

number of Loss nuenber of Loss
Loss shares per share Loss shares per share
2005 2005 2005 2004 2004 2004
Restated Restated
£°000 '000 p £000 ‘000 0
(223) 27,008 (0.83) (399) 19,425 {2.05)
@1} - 0.33) - - B
{200} - {0.74) 106 0.54
(514) 27,008 (1.80) {293) 19,425 (1.57)

The weighted average number of shares excludes shares held by the Employes Share Benefit Trust.

Loss per share before goodwill amortisation and exceptional tems is presented as the directors consider that this gives a useful

indication of underlying performance.

The average exercise price of share options is above market value and therefore the opticns are not dilutive under the terms of FRS14.
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11, Goodwill
The camying value cf goodwill comprises:

£'000
Cost
At 1 April 2004 -
Additions (note 13} 1,485
At 31 March 2005 1,485
Amortigation
At 1 April 2004 -
Charge for the year (see below) 91
At 31 March 2005 H
Carrying value at 31 March 2005 1,394
Goodwill arising on the acquisition of RWP Recruitment Services Limited is being written off over 10 vears.
12. Tangible fixed assets
(a) Group
Furniture, fittings
Leasehold Computer and office Motor
improvements equipment equipment vehicles Total
£°000 £'000 £:000 £'000 £°000
Cost
1 April 2004 119 515 132 o1 857
Acquisition of subsidiary - 67 19 - 86
Additions 3 5 - - 8
Disposals - - - 34 34
31 March 2005 i22 587 151 57 N7
Depraciation
1 April 2004 o6 509 130 23 758
Acquisition of subsidiary - 58 15 - 73
Charge for the year 23 7 5 14 49
Disposais - - - )] )]
31 March 2005 119 574 150 28 871
Net book value 31 March 2005 3 13 1 29 46

Net book value 31 March 2004 23 6 2 68 99




Notes to the Accounts
for the year ended 31 March 2005

12. Tangible fixed assets continued
{b) Company

Cost

1 April 2004
Additions
Disposals

31 March 2005

Depreciation

1 Aprl 2004
Charge for the year
Disposals

31 March 2005
Net book value 31 March 2005
Net book value 31 March 2004

13. Investment in subsidiary undertakings

Cost

At 1 April 2004
Additions
Inter-company transfer
At 31 March 2005

Provision
At 1 April 2004 and 31 March 2005

Net book value 31 March 2005
Net book vaiue 1 April 2004

Consglidated subsidiaries

Highams Recruitment Services (N.E.) Limited
Highams Recruitment BV

Highams Recruitment Limited

RWP Recruitment Services Limited
EguetionHR Limited

Highams Holding BV

Highams Share Scheme Trustea Limited

Furniture, fittings

Leasshold Computer and office Motor
improvements equipment equipment vehicles Total
£000 £'000 £'000 £'000 £'000
18 307 o8 56 580
3 - - - a
- - - (15) {15)
122 307 98 41 568
96 305 94 14 508
24 2 1 10 37
- - - @) @)
120 307 95 20 542
2 - 3 21 26
23 2 4 42 71
Company
£'000
80
50
(50)
80
80
Principal Class of
activity shares held
Recruitrent Ordinary
Recruitment QOrdinary
Recruitment Ordinary
Recruitment Ordinary
Recruitment Crdinary

Holding Company Ordinary
Employee Benefit Tnust Ordinary

All subsidiaries are incomorated in the UK ather than Highams Recruitment BV and Highams Holding BY which are incorporated in

The Netherlands, All subsidiaries are wholly owned.




13. Investment in subsidiary undertakings continued

Additions
On 18 August 2004, EquationHR Limited acquired the entire share capital of RWP Recruitment Senvices Limited.

3

On 17 September 2004, the Company subscribed for 49,998 crdinary £1 sharas at par in EquationHR Limited in addition tc the

2 shares formerly held. On 31 March 2005, the entire shareholding was transferred to Highams Recruitment Limited,

The net assets acquired and their corresponding fair values were:

Book value at Fafr value to
18 August 2004 the Group
£'000 £000
Tangible fixed asssts 13 13
Current assets
Debtors 1,723 1,723
1,736 1,736
Current liabilities
Bank overdraft (102) (102)
Creditors (853) (853)
{955) (955)
Net assets 781 781
£000
Shares allotted at fair value 485
Cash consideration {including expenses of £185,000) 1,771
2,266
Net assets acquired 781
Goodwill arsing on acgusition (note 11) 1,485

The net assets of RWP Recruitmant Services Limited were hived-up to EquationHR Limited on 30 September 2004 and, on the same

date, that company's name was changed to RWP Recruitment Services Limited.

All recognised gains and logses are included within the profit and loss account.

During the year RWP Recruitment Services Limited contributed £327,000 to the Group's operating cashflows, paid interest of £4,000

and was responsible for tax cash outflows of £72,000,
The results of RWP Recruitment Senvicas Limited prior to its acquisition were as follows:

Profit and Loss Account:

1 January 2004 Year ended

1o 18 August 2004 31 December 2003

£'000 £'000

Tumover 7,219 10,083
Operating profit 189 337
Net interest {12) (10}
177 327

Taxation (52) 62
Prefit for the perod 125 265
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Notes to the Accounts
for the year ended 31 March 2005

14, Debtors: amounts falling due within one year

Group Company
2005 2004 2005 2004
£'000 2000 £'000 £:000
Trade debtors 2,830 1,176 8 14
Amounts due from subsidiary undertakings - - 3,144 994
Other dabtors 11 319 - 326
Prepayments and accrued income 68 143 46 81
2,909 1,638 3,198 1,415
15. Creditors: amounts falling due within one year
Group Company
2005 2004 2005 2004
£000 £1000 £'000 £000
Invoice discounting facility 778 - 164
Trade creditors 620 338 89 27
Other taxes and social security costs 109 81 63 43
Accruals and deferred income 771 192 243 130
Cther creditors 131 75 78 75
2,409 584 823 275

16. 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

normal operations. The Group does not trade in financial instruments.

The main risks arising from the Group's financial instruments are interest rate risk and foreign currency risk, The board reviews and

agrees policies for managing each of these risks and they are surmmarisad befow.

Interest rate risk

The Group finances its operations through a mixture of retained profit, bank bomowings and invoice discounting. The Group borows in
pounds sterfing and eurcs. The board reviews interest rates on potential borrowings although during the period the Group was not

exposed to significant interest rate risk.

Interest rate profile

Cash deposits are non-interest bearing unless placed on meney markets at ovemight rates. The invoice discounting faciliies are

charged at 1.65% above the UK base rate.

Forsign currency risk

The Group trades within Europe. Transactions in Europe are generaly priced and invoiced in euros.

Currency exposures
The table below shows the Group's currency exposures. Such exposures comprise the monetary assets and monetary liabilities of the
Group that are not denominated in its functional currency (sterling). These exposures were as follows:

Euro Total
£'000 £'000
31 March 2005 68 68

31 March 2004 59 59




16. Derivatives and other financial instruments continued

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

Berrowing facilities

The Groug has an overdraft facility, expiring on 22 Septemnbber 2005, of £1,000,000 gross (net nil and a confidential invoice
discounting facility of £1,750,000. Both facilities are Group cross guaranteed. At 31 March 2005 the Group's use of the combined
facilities was £778,000.

Fair values
Tre fair values of the financial assets and liabifities at 31 March 2005 are not materially different from their book values.

17. Provision for liabilities and charges

A deterred taxation asset has not been created because tax losses carried forward are not in the main trading subsidiaries but in the
subsidiaries where there is little trading activity, therafore limiting the opportunity to utitise these losses.

18. Share capital

{a) Summary
Authorised
Ordinary 5p shares
Number 000
At 1 April 2004 30,000,000 1,500
increase during the year 12,821,300 646
At 31 March 2005 42,921,300 2,146
Allotted, called up and fully paid
Ordinary 5p shares
Mumber £000
At 1 April 2004 19,574,298 979
Issued during the vear 12,301,270 815
At 31 March 2005 31,875,568 1,594

In refation to the acquisition of RWP Recruitment Services Limited, on 17 August 2004 8,333,334 new Ordinary shares were issued at
a price of Bp each following a placing and on 18 August 2004 3,867,938 new Ordinary shares were issued to sharehciders of BWP
Recruitment Services Umited, representing £495,000 of the consideration due on the acquisition.

(b) Contingent rights to the alictment of shares
As at 31 March 2005, options have been granted in respect of 420,139 (2004: 547,139} of the Company’s ordinary 5p shares under
the Compary's share option schemes to subscribe for ordinary shares of the Company as detailed in note 23,



Notes 1o the Accounts
for the year ended 31 March 2005

19. Reconciliation of movements in shareholders’ funds

(a) Group

Share Share Merger  Employee share Profit and Total

capital premium regsenve benetit reserve logs account

000 £000 £000 £000 £000 £'000
1 April 2004 97g 684 - 180 1,813
Prior year acjustment (note 1) {59) 39 (20)
1 April 2004, as restated 97g 684 - 59 189 1,793
lssue of new shares 815 83 297 - 995
Expenses on issue of shares - (68) - - (88)
Loss for the year - - 514} (514)
Foreign cumency translation

differences - - 1 1

Closing shareholders’ funds 1,604 679 297 {59) (324} 2,187
(by Company

Share Share Merger Employee share Profit and Total

capital premium reserve benefit reserve loss account

£1000 £000 000 000 €000 £'000
1 April 2004 979 684 54 1,717
Prior year adjustment {(59) 39 (20
1 April 2004, as restated 978 634 (59} 83 1,697
Issue of new shares 615 83 297 995
Expenses on issue of shares {88} (88)
Profit for the year - -
Closing shareholders’ funds 1,694 679 297 (59) 93 2,604

As permitted by section 230 of the Companies Act 1985, the profit and loss account of the Company has not been inciuded in these

accounts.

20. Net cash flow from operating activities

Operating loss

Depreciation of tangible fixed assets
Goodwill amortisation

Decrease in debtors
Increasef{decrease) in creditors
Profit on disposal of fixed assets
Bxchange difference

Net cash outflow from operating activities

2005
£'000

{498}
49
a1

152
167

2004
£000

487
72

651
{245)

38)




21. Analysis and reconciliation of net funds

Analysis of changes in net funds

1 April Cash 31 March
2004 flow 2005
£1000 £'000 7000
Cash at bank and in hand 740 {493) 247
Invcice discounting facility - (778) (778}
Net funds 740 (1,271) {531)
Cash at bank and in hand includes £2,312 (2004: £2,312) in respact of monies held in the Employee Share Benefit Trust,
Reconciliation of net cash flow to movement in net funds
2005 2004
£'000 2000
Cash outflow (493) (132)
Increase in invoice discounting facility (778)
(1.271) (132
Net funds at 1 April 2004 740 872
Net funds at 31 March 2005 (531) 740
22. Financial commitments
Group
Land and Larid and
buildings Other buildings Other
2005 2005 2004 2004
£'000 £'000 000 £000
Non-cancellable operating leases expiring:
Within one year - - 105 39
Between 2 and 5 years 70 28 5
70 28 105 44
Company
Land and Land and
buildings Other buildings Other
2005 2005 2004 2004
£'000 £°000 2000 £000
Nen-cancellable operating leases expiring:
Within cne year - - 105 39
Between 2 and 5 years 70 23
70 23 105 39
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23. Employee Share Schemes

(a). Approved Employee Share Option Scheme

The Company adopted an Inland Revenue approved Executive Share Cption Scheme on 17 May 18986, In the current year 7,000
options have lapsed leaving the total options cutstanding at 31st March 2005 at 141,088, Exercise of these is conditional on an
increase in eamings per share by at least 20% p.a. compeund over a minimum period of three vears. The scheme will terminate on
17th May 2006. The exercise prices for these options range from 62.5p to £1.15 per share.

(b). Unapproved Employee Share Option Scheme

The Company adopted an Employee Share Option Scheme on 15 November 1985 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 31 March 2004,
139,331 shares were under option. In the cument year 120,000 options have lapsed leaving 19,331 options exarcisable unti! 7 July
2006 at prices ranging from 10p to £1.15 per share.

(c). EMI Option Scheme

The Company adopted an EMI {Enterprise Management Incentive} scheme and granted 779,220 shares as at 8 September 2000,
At 31 March 2004, 259,740 were under option. With no changes this vear, the balance at 31 March 2005 remains at 259,740.
These options are exercisable untl 8 September 2010 at a price of 38.5p per share.

(d). All Employee Share Ownership Plan
The Company has adopted an Inland Revenue approved share scheme in which no shares had been granted as at 31 March 2005,

{e). Employee Share Benefit Trust

An Employee Share Benefit Trust was established in November 1895 and its Trustees have the power to grant options to gligible
employees 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 to be acguired by the eligible employees.

In accordance with UITF 38 the cost of shares acquired by the Trust are included in the sponsoring company’s sharsholders' funds.

The Company did not make any contributions to the Trust during the year {(2004: Enil). The Trust holds 148,953, which had a market
value of £8,5665 at 31 March 2005 (2004: 148,953 shares at a market value of £20,493).

No shares have been transferred to employees or were under option as at 31 March 2005. The Trust's only other asset at 31 March
2005 was cash at bank of £2,312 {2004: £2,312) which is included in the Company's balance shest as part of cash at bank and in
hand. The Trust had no kabiities.



Five year record

Results

Tumover

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

Loss for the financial year after taxation
Dividends

Assets employed

Fixed assets

Net current assets

Provisions for fiabilities and charges

Net assets

Financed by
Equity shareholders’ funds

Key statistics

Loss per share before goodwill amortisation and
exceptional costs

L.oss per share

Retum on sharehoiders’ funds*

Retum on assets ermployed™

Note:

* Loss for the financial year/closing shareholders’ funds

2005 2004 2003 2002 2001
Restated Restated Restated Restated

£°000 £000 2000 £000 £000
13,612 8,559 11,096 16,777 20,662
{498) (507) (208) 60 40

- 20 - 1289) B19)

{523) (293) (180 {288} (2.026)
514) {293) (190} (273) {2.017)

- - 20 49

1,440 99 80 101 165
747 1,694 2,000 2176 2,422

- {15}

2,187 1,793 2,080 2,277 2,572
2,187 1,793 2,080 2277 2,572
(0.83p) (2.05p} ({0.98p} {1.130} {(2.56p)
(1.90p) {1.51p} (0.98p) {1.40p) {10.39p)
{23.5%) {16.3%) (3.1%) {12.0%) [78.4%)
{62.8%) (17.5%) (10.0%) (12.6%) (22.4%)

** Operating result/fixed and net current assets excluding investments and goodwil
The restatement relates to the change of accounting policy regarding the company's shares cwned by the Employee Share Benefit

Trust {see note 1 to the financial statements).



Notice of Meeting

Notice is hereby given that the Annual General Mesting of the Company will be held at Chares Stanley & Company Limited, 25 Luke Strest,
Londen, EC2A 4AR on Friday 12 August 2005 at 11.30 a.m. in order o transact the following business:

Ordinary Business

Resolution 1 To receive and adopt the Company’s Accounts and the reports of the Direciors and the Auditors for the financial year
ended 31 March 2005.

Resolution 2 To re-elect Maurice Anthony Fve, who ratires by rotation, as a Director of the Company.

Resolution 3 To elect Alan Miles Howarth who, having been appointed since the fast annual general meeting of the Company, offers
himseif for election as a Director ¢f the Company.

Resolution 4 To reappoint BDO Stoy Hayward LLP as Auditors of the Company and to authorise the Board 1o fix thelr remuneration.

Special Business

To consider and, If thought fit, pass the following resclutions as Ordinary and Special Resalutions. In the case of resolution 5 as an
ordinary resolution, and in the case of resolution 6 as a special resoiution:

COrdinary Resolution

Resolution 5 That the directors be and are hereby generally and unconditionally autherised for the purposes of section 80 of the
Companies Act 1885 (the "Act’) to exercise all the powers of the Company 1o aliot relevant securities (as defined in the Act) up to an
aggregate nomiral amount of £531,260 and within that pericd to make any offer or agreement which would or might require such
securnities 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 2006 or the date falling 15 months from the passing of this Resolution; and

Special Resoluticn

Resolution 6 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 autherity for the purposes of section 80 of the Act conferred by Resolution 5 above up to the aggregate
nominal amount of £107,302 as if section 89(1) of the Act did not apply to such allotment and the Company may make an offer or
agreernent which would or might require such securities to be allotted after the exgiry of the authority and all autherities previously
conferred on the directors pursuent to section 95 of the Act be and are hereby revoked. This authority shall expire on whichever is
the earlier of the concluston of the Annual General Meeting to be held in 2008 or the date falling 15 months from the passing of this
Resolution.

By order of the Board

MA Eve
Secretary
29 June 2005

Registered Office
Quadrant House
33-45 Croydon Road
Caterham

Surrey

CR3 6PB



Notes:

(a) A member entitied 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 Registrars (Proxies),
PO Box 25, Beckenham, Kent BR3 4BR so0 as to be received no less than 48 hours before the time appointed for holding the Annual
General Mesting or any adjoumment thereof. Lodgement of a form of proxy will not prevent a member from attending and vating in
person if so desired.

() The Register of Directors' interests in the shares of the Company and copies of the directors' sevice comtracts with the Company
or with any of its subsidiary undertakings will be available for inspection throughout the meeting and at the registered office of the
Company during nommal business hours.

(¢} To be entitled 1o attend and vote at the meeting {and for the purgose of determining the number of votes shareholders may cast),
shareholders must be entered on the Company's Register of Members nat later than 6.00pm on 10 August 2005 or, if the meeting is
adjoumed, shareholders must be entered on the Company's Register of Members not later than 48 hours before the time fixed for the
adjoumned mesting.

{d) Pursuant to Regulation 41 of the Uncertificated Securities Reguiations 2001, the Company specifies that only those shareholders
registered in the Register of Membaers of the Company as at 6.00pm on 10 August 2005, shall be entitled to attend or vote at the
meeting in respect of the number of shares registered in thelr names at that time. Changes to entries in the Register of Members
after 8.00pm on 10 August 2005 shall be disregarded in determining the rights of any person to attend or vote at the Meeting.




Financial Calendar

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

Annual General Meeting

11:30 a.m. on 10 August 2005

11:30 2.m. on 12 August 2005

Designed and produced by Best & Co. 820 7440 8/ 14,



Quadrant House
33/45 Croydon Road
Caterbam

Surrey

CR3 6P

Telephone +44 (0) 1883 341144
Facsimile +44 (0) 1883 346699
E-Mail group@highams.co.uk
Wabsita  www.highams.co.uk



