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Highams 1s delighted to be n partnership with
Rambow Trust, Trees for Cites and Action Aid
Highams' staff will raise money for Rambow
Trust to provide support for the famihes of sick
children, whilst we will be making donations to
Trees for Cities for every interview we arrange
and to Action Aid for every successful placement
we make

Rainbow Trust Children's Chanty prowdes practical
and emotional suppert to Famiies who have a child
with a life threateming or terminal liness

www rainbowtrustorg uk

Trees for Cities s an independent chanty set up
in 1993 to work wth local communities on iree
planting projects

www treesforcities org

ActionAud 15 an international antr-poverty agency whose
aim 1s to fight poverty worldwide.

www.actionaid orguk
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“In my expenence of recrintment over the last
ten years, Highams' knowledge of the market
for project managers, business analysts and
testers for the UK and European insurance
industry 1s unnvalled”

Jan Egan, Business Anaiysis Manager, Alhanz plc

Key Highams Principles

Show that talent matters

Create memorable customer experiences
Drive profitable ventures

Embrace mnovation

Leave our mark




Highams Systems Services Group “When [ mterview candidates that

- at a glance have been sent by Highams, I not
only know that they are technically
capable but, more 1mportantly,
they are the nght kind of character
for Novae”
Steve Fookes, [T Director, Novae Group plc

Our Markets

We provide IT resource solutions to the Insurance, Investment Management and
Financial Services sectors, the markets in which we have specialised for the past
24 years. The companies to which Highams supplies talented personnel range
from major financial institutions through start-up mnsurance companies to specialist
software suppliers to this market Our mche market expertise and proven
resourcing capability have posiioned us as the specialist of choice with many blue
chip organisations

Our Consultants, Contractors and Applicants

Our speciality 1s 1n finding excellent career opportumtes and assignments for
senior 1T talent We are constantly developing our relationships and networks to
ensure we obtamn the best avallable positions for such talent, whilst ensunng that
therr skilis and personalihes are compatible with the needs of our chents.

Our People

At Highams, we work hard to develop and maintain long-term relatonships with
our clients, contractors and applicants To help ensure this, we focus on the
development and retention of our very expenenced ang proud staff to ensure they
are among the most knowledgeable 1n the industry, both in terms of recruutment
best practice and the specialist mche markets in which Highams operates.
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Operating
and Financial

Highlights
Financial 2007 2006
£000 £000
Turnover 16,286 17997
Gross profit 2,165 2,112
Operating (loss)/profit for the financial year before
amortisation of goodwiil (120) 192
Loss for the financial year before tax (313) (13)
Net curreni assets 681 848
Shareholders' funds 1,661 1,974
Loss per share (0.98)p (005)p
(Loss)/profit per share before amortisation of goodwil! (0.58)p 035p

Dwidend per share

Operational

+

-4

A year of significant change with agreed ambitious plans for the year ahead

Revamped board including appointment of Dave Pye as new CEO

New City of London office and enlarged sales team have already dehvered addihonal busmess

Good progress made n moving to higher-margin recruitment

Higher margin permanent business increased by 90% - strong demand for permanent staff traditionally
a sign of a confident market

Contnued mvestment 1t curreni year

Overseas expansion - future roll-out of innovative low cost, hugh touch model as a formula for further
international development

Gross profit up by 2 5% to £2 2m (2006 £2 Im), represenang 13 29% of turnover (2006 11 73%), Group
turnover fell to £16 3m (2006 £18 Om), reflecting reduced volume of loew-margin contract business,
Group operaiing loss before goodwill amortisation of £120k (2006 profit of £192k before goodwill
amortsation), 1n the main reflecting increased mvestment 1n the second half of the year
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Chairman’s
Statement

Highams' end users

Insurance

AlG

Alltanz Insurance
Aspen

Caprta Lite & Pensions Sarvices
Cassidy Dawis
CETA

CMGL

Disgenta

EDS Sclcorp
HSBC

Just Retrement
Kanbay

Liberata

Lockton International

LV Insurance Management
MGM Assurance

Mitsut Sumitoma Insurance
Open Gl

Prudential Assurance

RIAS

Scor Global

Scftware Solutions Partners
Swttcover com

Winterthur Financial Services
Zurich Insurance

31 Infotech

Create memorable custo

These are excihng times at Highams We have a revamped Board
We have a new Chief Executive, Dave Pye We have opened a
new Highams office in the heart of our chent base in the City of
London We have considerably enlarged our sales team We have
agreed ambitious plans for the year ahead

Our goal 1s to make a step change in the Group's performance We
recognised as a Board that such a step change was not likely without
new persannel at all levels of the organisation, starting at the top!

| strangly encourage you to read our new Chief Executive’s Report 1o
tearn more of the year ended 31 March 2007 and, importantly, what
15 1n store for thes current financial year and the future

The results for the last financial year, given below, reveal the progress
we are making n our move to higher margin business, albeit the
bottom line was inevitably impacted by the investment at the start

of the new change programme The current financial year will be one
of continued investment as we implement our plans, which we expect
to see bear fruit in this and subsequent years

Financial Results

The Group made an operating loss of £120,000 before goodwill
amortisation of £128,000 (2006 profit of £192,000 before goodwill
amortisation of £128,000), n the man reflecting our increased
investment in the second half of the year

Group loss before taxaton was £313,000 (2006 loss of £13,000)

Reflecting the Group's move towards higher margin business and

a greater percentage of permanent business, Group turnover fell by
10 per cent. to £16 3m (2006 £180m) as we undertook a reduced
volume of low-margin contract business, but gross profit still grew by
25% {0 £22m (2006 £2 1m) representing 1329% of turnover, a
significant improvement compared to 11 73% in 2006

The Directors are not recommending the payment of a final dmvidend for the
year to 31 March 2007 (2006 ni)

Trading Review

Our emphasis has been, and remains, on finding higher value busimess
through #urther enhancing our capakilities to provide a specialised
range of services to smaller and medium sized organisations We have
continued to seek and win new clents that meet these cnteria in our
niche market sectors of insurance, investment management and
financial services

We have achieved this refocusing of our strategy whilst managing to
modestly improve our levels of net fee income Comparad to the previcus
year, our volume of low-margin business has reduced substantially,
while higher-margin contract business has increased by around 5%
and permanent business has increased by 90%

Trading in aur specialist areas has remaned positive, with a continuing
emphasis on dernand for permanent staff This stranger demand for
permanent staff compared to contract personnel is tradiionally a sign
of a confident market

Demand 1s particularly strong, across the board, for indmvduals with
project and programme management skills, business analysis expenence
related to business intelhigence and regutatary reporting, and those with
web development skills in our niche markets

Investment

In 2007/08, we are making substantal investments in new iniiatives,
additional staff, targeted traming, our London premises and overseas
expansion We expect that our niche markets will remain strong for
the next two or three years at least, making this an opportune time to
be investing in our ambitious plans Inevitably there are normal nsks
associated with such an investment programme, and the delwery of
the benefits from the investments will lag behind the costs 1 therefore




Investment Management,
Banking & Finance

Braswura Solutions

Credit Suisse Securmies (Eurgpe)
Fortis Investment Management
HBOS

infecomp

Nawonwide Building Society
Paymaster {1 838)

Praemium

Selesta

Swiss Re

Tradar

1s1 Sottware

Nen Finaneal
BMW (LK)
Hitachi Europe
McKesson
None! Networks
Perot Systems
Pfizer
Sansburys
S¢hneider Blectric
Spicer Haart
Thales

mer experiences.

expect our half year results to retlect the costs and few of the benefits,
whilst the second half of the year should be more balanced Such
investments will nhially also require greater use of our finance faciities
and hence higher interest charges will iikely be incured

Board Changes

Cn 3 January 2007 we welcomed Dave Pye as our new CEQ,
following an intensive selechon process Dave brings substantial sales
and senor-level management expenence, & wealth of contacts and
extensve influence within the IT recrurtment industry to his new role

at Highams and has used all of this to determine and dnve the excring
change programme on which we have embarked

On Dave's appomntment, Ted Andrews stepped aside as Managing
Directar to assume the position of Chief Operating Cfficer

We announced the resignabons of Glen Burbidge and Tony Eve,
effective from 31 March 2007 and 11 May 2007 respectvely Gien
Burbidge's Board responsibilies have been assumed by Dave Pye
whilst his operational duties have been taken over by Mark de Lacy,
who runs our Caterham sales team, and Paul Byrne who is in charge
of our London sales office Tony Eve's Board and operational
respansidiliies have been absorbed into Ted Andrews’ role

Executives and Staff

We remair unusual amongsl recrutment companies n having a hugh
number of very knowledgeable and long-serving stalf | am extremely
grateful to them for therr loyalty and therr eagemess to support the
sigmificant changes we are eftecting in the Company | extend a warm
welcome o our newer staff and hope that many of them will develop
along stmilar Iines as their expenenced colleagues

Cutlock

As | stated In my introduction, these are exciting tmes at Highams with
a great number of very positive changes in progress Dave Pye's CEO's
Report explans many of these changes, demonstrating the thought
teadership, practical approach and infectious energy and enthusiasm
he has brought fo Highams

With the continuing strength of our marketplace and our determined
approach to delivering huigh-guality, high-value re nt consultancy
services, | look forward to the Group's co

months ahead with confidence

d;

Alan Howarth -

Chairman
23 July 2007
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Chief
Executive's
Report

Drive profitable ventures

The nsing importance of recruitment companies

The search for talent has remained one of the top prionties for Chief
Executives duning the past year Its importance will continue 1n the next
five years as organisations realise that what McKinsey once called the
‘War for Talent’ 1s having a major impact on recrutment companies in
Europe and globally Two significant repests on Talent and Recrutment
in The Economist (Oct 08) and by Demos' and the Recruitment and
Employment Confederaton (Apnl 07) have shown how recruitment 15
changing and how increasingly important intermediaries such as
Highams are in the provision of talent to erganisations

We fully expect that changing demographics, new athitudes to career
expectations and more dependence from employers on a good
personality fit (compared to simply a good skills fit) will place greater
emphasis on hugh-quality, network arientated recruitment methods

Highams operates in this arena and 1s creating a niche for itself in the
provision of semor appaintments in technology 1n the financial services
sector Highams' role as an intermediary between contingent and
permanent talent and our customers continues to be recogrised by our
long standing customers and those new clients who started benefiling
from Highams' services in the past year

Challenging Highams in a Changing World

Since my arrival in January 07, there has been much change at
Highams to ensure we make the most of the nsing importance of
recrutment companies to organisations The market in the UK and
Eurape continues to grow This year Highams has hired 15 new people
1o tap into this growth Our focus has remained In financial services
and | am delighted to report Highams has secured a number of new
customers in the last quarter of 2006/07 Whilst the focus away from
some of the histonc, lower margin, preferred supplier business has had
an effect on the revenue line, proportionally the net fee income as a
percentage ot sales Is nsing
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Qur approach has been to refine our offering to cur customers — both
to our consultants and candidates and to organisations which hire
them Highams offers two distinct services, a private client approach
in the provision of senior consultants who have worked with Highams
in the past and a retail approach for general business with a wider
range of custemers This has resulted in Highams developing deeper
relalionships with significant customers and allowing us to offer them
a wider range of value-creating semices whilst, at the same time,
maintaining our existing business with customers where Highams
places people with organisations on an occasional basis

Our major focus for 07/08 1s to ensure Highams s at the forefront

in our sector in maximizing the efficiency provided by Web 20 In the
words of the Demos report, “Web 20 sees the internet as a collaborative
tool, where we each have a role in creating value for one another” as s
happening, for instance, with YouTube, LinkedIn and Facebook. This will
result in attracting talent for our customer base and ensuring that {alent
can communicate with one another and with Highams The relationship
that Highams builds with its candidates and consultants wilk be
increasingly vial to its success in a world where those who manage
and delwer top talent will become ever more important and successiul

The International Dimension

As our customer base grows so will our presence internaiionally Qur
business in Brussels has grown in 2006/07 and our innovative model
of using lacal home-workers 0 Belgium 1s a formula that Highams waill
use internationally dunng the coming 12 months Tius model prmarly
nvolves ex-patnates, typically parents returning to full or pari-ime work
having had familes They are excellent recrusters and therr inteligence
combined with our workforce flexibility will hefp develop and cement
stronger relabonships with our cusiomers Iis a low cost, high touch
mode! that will see Highams become an nternational organisation in
a waorld where talent i1s sourced and delivered globally As talented
people continue to move around, Highams wili feature prominendly in
its sector This approach 15 being executed inihally by working with our

Recrutment 2020 How recrument i1s changing arkd why { maters
Avatable from www demos co uk




‘I have always been impressed

by Highams and its knowledge

of our Industry. In terms of service,
Highams provides nothing short

of excellence”
Steve Wilkams, Head of Susteqic Sales,
Bravura Solutions

international customers who are demanding Highams provides its
excellent UK senvices into other geographic locations

Expanston i the UK

In Aprit 2007, we opened our first office in the UK outside our
Caterham headquarters Taking an oifice on the 28th floor of the iconic
‘Gherkin’ building i the City of London has brought Highams closer

to its financial services customers and 15 a base for our Platinum Club,
an invitation only community for our private chent technology talent.

Highams continues 1o work alongside its customers as they seek
to become more imaginative, utihse ther brand in the most effective
way and ensure that, n the 'digital age, the technology that drives
organisations is provided by the very best people Highams will
continue to provide the very best talent as it continues to grow

with its customers in the coming years

Our wider responsibility

Highams has recently selected Ramnbow Trust, Trees for Cibies and
Action Aud to pariner Working with Ranbow Trust, Highams’ staff will,
through vanous fund-raising events, raise money to prowide suppart for
the families of sick children

We will also be raising awareness for our environment and for projects
overseas by making donations to Trees for Crties (for every interview)
and Achon Aid (for every contract or permanent placement made)

These partnerships are a great example of how we can work alongside
a chanty, both motvating our staif in ther work and demonstrating to
clhients our social responsibiity

People making the difference

One of the key success factors for Highams to build on s the length
of service of our people Of our people who have been with us for
more than a year, over 50% have been at Highams for more than

10 years and a further 30% for more than 5 years In a market where
{radibionally recruiters move many tmes, our hentage of keeping our

top people 15 much appreciated by our custemers, resulting in
continued and strong business renewals Adding another 40% of
people 1o this team this year has already generated additional business
and will auger well for the coming years

Today Highams employs 40 proud people In this nsing market they all
need to be at the top of thetr game Those that were not, exited the
business in the final quarter of 2006/07 For both our new colleagues
and our existing people, new training programmes have been developed
Highams has taken an active role in the recruitment industry with its
involvement in the Recruitment and Employment Confederation The
Highams brand, often quoted in the past 24 years but certanly relatively
quiet In the recent past, has been invigorated with a number of press
articles, customer events and chantable involvement in the first six
maonths of 2007

My role as CEQ s to ensure our people are confident and happy in the
key role they play i our organisation and with their customers 1tis to
dnve this business back to sustanable, profiable growth and to provide
the platform to do so Finally, it 1s to esiablish Highams as one of the
key organisaions upon whaose services its customers rely to drive their
businesses forward

I am proud of our people and ther dedication in this year of change
and exciternent | trust {hat you will share in our enthusiasm to make
a difference in the recrutment sector and to see how our influence

matters as we devote ourselves to being the leading niche prowider

of technology talent in the financial services industry

Dave Pye —

Chiet Executive Cfficer
23 Juty 2007
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Directors

1 Alan Miles Howarth
Non-Execubive Chatrrman

Alan, aged 61, was appointed a director and Charman on 3 May
2005 He has spent over 20 years as a management consultant
advising management on strategic, operational and resource
improvement Formerly Managing Director of Compass Management
Consulting, he was a partner with Ernst & Young for 16 years
Additional non-executive direciorships include Gresham Compuiing
ple, Chamberlin & Hill ple, CRF Inc and vanous interests in pubic
bodies and smaller private concerns

2 Dave Pye
Chief Executive Officer

Dave, aged 42, joined the company and was appointed a director on
3 January 2007 Dave has extensive expenence as a recruitment
professional within the technology services industry over a 20 year
peniod He was previously Managing Drrector of the Technology
dmsion within Spring Group plc, the UK's largest technology staffing
orgamsation, and was a member of the Spring Group Management
Board

3 Edward lan Andrews
Chuef Operating Officer

Ted, aged 55, has been a director of Highams since joning the
company on 1 November 1983 He has a background of technical
and management roles in insurance companies and software houses
He ganed expenence in directing the software and recruitment
aspects of the Group prior to baing appointed Group Managing
Director in 1999, moving to his current role in January 2007

4 John Edward Higham
ACIl Non-Executive Director
and Deputy Charman

John, aged 62, founded Highams in 1983 after many years ganing
expenence of the msurance market from an [T and business
perspective, both within insurance company and software house
environments John was Chief Executive of the Group until Apnl 2000
when he took up his current role He has been a director of the
company since 1 February 1983




DireCtOI'S Executive Management Team —
1 Ted Andrews 2 Kern Sayers 3 Paul Byrne

and Advisers 4 Mark de Lacy 5 Mike Radlett 6 Dave Pye
Directors Bankers
AM Howarth {Chairman) The Royal Bank of Scotland plc
D Pye (Chief Executive Otficer, appointed 3 January 2007) Turnpike House
El Andrews (Chief Operating Officer) 123 High Street
JE Higham {Non-executive} Crawley
GD Burbidge {resigned 31 March 2007} West Sussex RH10 1DQ
MA Eve (resigned 11 May 2007)
Registrars
Secretary Capita Regisirars
El Andrews

Registered Office
Quadrant House
33745 Croydon Road
Caterham

Surrey CR3 6PB

Auditors

BDO Stoy Hayward LLP
2 City Place

Beehve Ring Road
Gatwick

West Sussex RH6 OPA

Registered number
1700310

Northern House
Woodsome Park

Fenay Bndge
Huddersheld

West Yorkshire HDB OLA

Nominated Adviser and Broker
Chasles Stanley Secunhes

25 Luke Street

Londan EC2A 4AR

Solicitors

Kirkpatnck & Lockhart Presion
Gates Ellis LLP

110 Cannon Street

London EC4N 6AR
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Report of
the Directors

The directors present their repori and the audited financial statements
for the Company and the Group for the year ended 31 March 2007

Principal Activity Highams 1s a speciabist IT recruiiment consultancy
and its pnncipal actwity 1s the prowision of contract and permanent IT
recruitment senaces, mainly n the insurance, investment management
and financial sectors Further details of the Group's operations are
given in the Chief Executive's Report.

Results and Dividends The Group recorded a loss before taxation
of £313,000 (2006 loss £13,000) on a turmover of £163m
(2008 £180m)

The directors do not recommend a final dvidend {2006 nil) No intenm
dwidend was paid dunng the year (2006 ni)

Review of Business The detalled review of the year and the significant
changes that are occurring are descnbed in the Charman's Statement
and Chief Executive's Report on pages 4 to 7

The directors closely monitor a number of key performance indicators
in the business The directors consider that the most important indicator
15 the gross profit obtained from permanent and canfract placements,
together with the average gross margin percentages achieved It 1s
encouraging o note that gross profit increased by 2 8% dunng the
penod, whilst average gross margin increased from 1173% fo 1329%

Key Financial Risks of the Group

Interest Rate Risk The Group finances its operations through a mixture
of retained profit, bank borrowings and invoice discounting The Group
borrows in pounds stering and euros

Liquidity Risk The Group's policy 1s to ensure that it has adequate
financial resources to enable it to finance its day to day operations
based on cash flow projechons The Group's working capital
requirements are usually short term in nature and accordingly the
Group uses short term overdraft and invoice discounting faciliies

ol0

Foreign Currency Risk The Group trades withuin Europe fts transactions
are generally pnced and invorced in euros and the direct costs of the
sales are dencmunated in that cumency Risk anses on the monetary
assets and monetary liabilibies of the Group that are not denonnated
in the functional currency of the operating urit concerned

Credit Risk As the Group trades pnmanly within the financial services
sector, its expenence of bad debt s very imited However, credit
ralings provided by credii rating agencies are abtained for all non
'blue chip’ clienis

Key Business Risks of the Group

Staff Highams has an excellent record of staff retention in the
recrutment market. In a service company such as Highams, itis
essental that high-quality staff are recruited and then retained
(through appropriate incentives, focused traming and a challenging
but suppartive environment) if client relationships are to be mantained
and new customers won

Clients Clients may choose not fo continue to use Highams' services
if our sevice faills to meet the required standards We may also lose
a chent's business if that chent 1s acquired by a competitor

To help ensure the mantenance of high standards, Highams 1s
commitied to the REC Code of Professional Practice and its 1ISO9001
certified qualty management system Importanily, longewity of serice of
many Highams staif helps prowide clients with conbinuity of dealing with
someone who has a detaled knowledge of their needs, a big facior in
helping retan chents

Applicants and Contractors In a buoyant market, permanent apphcants
usually have a greater choice of positions avallable to them whilst fewer
confractors might be seeking work.

Highams' staff work hard to be very knowledgeable about therr niche
business and technical areas By developing a network of clients,




caniractors and applicants relevani to that niche, Highams' staff are
better positioned to atiract and help talented coniractors and apphicants
than more generahst agencies might be

Competition There are many competing recruitment organisations

I 15 very important that Highams mantains and enhances iis niche
market approach in order to continue to differentiate itself from most
other such organisations

Directors The directors of the Company are set out on page 8

In accordance with the Company's Ariicles of Association, AM Howarth
retires by rotation and offers himself for re-election Brographical defails
for Mr Howarth are provided on page 8

D Pye was appointed a director on 3 January 2007 and offers himself
for election Biographucat details of Mr Pye are provided on page 8

Directors' interest In shares The persons who held the office of director
at 31 March 2007 had the following interests 1n fully paid ordinary Sp
shares of the Company at the beginning and end of the financial year

31 March 2007 1 Apnl 2006

Shares Options Shares Options
El Andrews 3,570,000 - 3,570,000 -
GD Burbidge 587,842 - 587,842 -
MA Eve 108,476 - 62,400 -
JE Higham 8,697,649 - 8,607,649 -
D Pye - 1,831,700 -
Notes

1 JE Hgham's interest includes 200,000 shares held by his wife
and 1,230,000 shares held by The John Higham Farmily Trust.

2 D Pye's share options were granted on 30 March 2007

3 AM Howarth has no interests in shares of the Company

4 MA Eve resigned from the Company on 11 May 2007 His nterest
includes 83,276 shares held by his wife and children He has a
further non-beneficial interest in 1,230,000 shares held by The
John Higham Famly Trust of which he is a trustee (see Note 1)

5 GD Burbidge resigned from the Company an 31 March 2007

As at 9 July 2007, there have been no changes to serving Directors’
interests in shares as reported at 31 March 2007

Substantial shareholders As at 9 July 2007, the following substantial
shareheldings have been notfied to the Company

% of issued
Share Capital

Number of shares

JE Higham 7,267,649 22 80%
John Higham Family Trust 1,230,000 3 86%
El Andrews 3,570,000 11 20%
Resource Solutions Group 1,325,000 416%
Brawin Nominees Limited 1,302,300 4 09%
Teawood Nominees Limited 1,050,000 329%

Share option schemes Informaton regarding the Company's share
option schemes ts given in note 21 to the financial statements

Corporate govemance The directors report on page 14 upon the extent
o which the Company observes and complies with the ‘Combined
Code” pubhished by the Financial Reporing Council in July 2003
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Report of
the Directors
continued

Suppher payment policy The Group's policy 1s to pay Its contractors
by direct credit within seven days of receipt of carrect invaices The
Group's policy with regard to other suppliers 1s to settle amounts due
in accardance with the terms of payment agreed when agreeing the
terms of each transaction The trade creditor days figure at 31 March
2007 was 36 (2006 26)

Financral instruments Detatls of the Group’s hinancial instruments are
given in note 14 fo the financial statements

Liabiity nsurance for Company Officers The Company has mantained
nsurance caver far the directors against liabily anising from
neglgence, default, breach of duty and breach of trust in relation io the
Company

Chantable and political donations During the year, the Cempany made
no chantable donations (2006 nil) There were no political donations
(2006 nil)

As mentioned n the Chief Executive’s Reperd, the Company has
chosen certain chanhes to support during the current financial year
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Auditars So far as the directors who were in office at the time that this
Directors' report was approved are aware, there 1s no refevant audit
information of which the auditors are unaware Each such direcior has
taken all reasonable steps to make himself aware of any relevant audit
information and 1o establish that the audstors are aware of that
information

A resolution to reappoint BDO Stoy Hayward LLP as auditors wili be
proposed at the Annual General Meeting

This report was approved by the Board of Directors on 23 July 2007

El Andrews -
Company Sccretary

—




Statement
of Directors’
Responsibilities

The directors are respansible for prepanng the Annual Report and the
financial statements in accerdance with applicable law and United
Kingdom Generally Accepted Accounting Practice

Company law requires the directors to prepare financial statements for
each financial year which give a true and fair view o the state of affarrs
of the Company and the Group and of the profit or loss of the Group
for that penod In prepanng the financial statements, 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 matenal departures disclosed and explaned in the
financial statements, and

—+ prepare the financial statements on the going concern basis unless
it 15 Inappropnate to assume that the Group will continue n business

The drrectors are responsible for keeping proper accounting records
which disclose with reasonable accuracy, at any time, the financial
position of the Company and the Group and enable them to ensure
that the financial statements comply with the Companies Act 1985
They are also responsible for safeguarding the assets of the Company
and the Group and hence for taking reasonable steps for the
prevention and detection of fraud and other irreguianties
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Statement
of Corporate
Governance

The Board 1s committed to high standards of corporate governance
s0 that the Company's management procedures are transparent and
clearly understood by those who work within the Company, and by
those who invest in it

The Board The aim of the Board 15 to function at the head of the
Company's management structures, leading and controlling its actvities
and setting a strategy for enhancing shareholder value Regular
strategy meetings are held to review the Group's forward planning —
wital In a rapidly changing market and technology environment,

The Board currently consists of two executive directors and two non-
executive directors The Company does not have a Nomination
Committee as such, the Board collectively undertakes the functions
of such a commitiee

The Charman and the Chief Executive These tasks are carmed out by
different ndwduals They have a clear understanding as to the split of
responsibiities between them, and they meet regularly on a one-to-one
basis so that each 15 aware of the deas and actions of the other

Intemal Control The Board has overall respensibiity for ensuring that
the Group mantains systems and internal financral controls that provide
themn with reasonable assurance fegarding the financial information
both {or use within the business and for external publication, and that
the assets are safeguarded

An ongong process has been established for identifying, evaluating
and managing the pnncipal nsks faced by the Group The process
has been in place for the full year under review and up to the date
of approval of the annual report and financial staiements The Board
regularly reviews the process
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Audit Committee The Board collectively undertakes the functions
af the Audit Committee which 1s chaired by John Higham

The terms of reference for the Audit Committee are to assist the
Board in the discharge of its responsibilities for corporate governance,
financial reporting and internal control Its duties nclude mantaiming an
appropriate relatonship with the Compary’s auditors, keeping under
review the scope and results of the audit and its effectiveness

The Audit Cammittee has sole responsibility for assessing the
independence of the external auditors, BDO Stoy Hayward LLP
The committee has had due regard fo the decument published in
May 2003 by the Institute of Chartered Accountants n England
and Wales (ICAEW) “Reviewing Auditor Independence guidance
for audit commitiees” Each year the committee undertakes to seek
reassurance that the external auditors are independent.

Remuneration Committee This committee (Remcom), which meets at
least twice a year, 1s chared by Alan Howarth, the Board collectively
undertakes the functions of Remcom The Board has adopted a set of
operational rules for Remcom which will be available for inspection at
the AGM

The Directors’ Remuneration Report 1s on page 15

Going Concern After making appropnate enquires, the directors
consider thai the Cempany has adequate resources to continue in
operational existence for the foreseeable future For this reasen, they
continue to adopt the going concern basis in prepanng the financial
statements




Directors’
Remuneration
Report

This report sets out the remuneration policies for the Group's executive
directors It should be read in conpunction with details of directors'
remuneration i note 5 which forms part of the avudited financial
statements The members of the remuneration committee (Remcom}
are 1dentified on page 14

With the exception of Mr Andrews and Mr Pye, the members of
Remcom are independent of conflicts of interest ansing from day
to day running of the business Remcom makes recommendations
fo the Beard No director 1s involved in discussion about his own
remuneration

Remuneration Policies Remcom recommends to the Board a
framework for executive remuneration Remcom determines specific
packages for each executive director including pension nights and
compensation payments

The general philosophy underlying the Group's remuneration policy for
executive directors 1s the same as that applied to all semor employees in
order to encourage excellence The basic components of remuneration
are salary and benefits, cash bonuses, share schemes and pensicns

Salary and Benefits Remcom studies independent reports and market
trends in considering the level of salary and benefts It also takes into
account expernence, responsiility and performance

Bonuses Bonuses may be awarded at Remcom's discretion depending
on Company performance and profits within the relevant business area.
Details of D Pye's share and bonus scheme are given below

Share Schemes Details of all Company share schemes, together
with the performance incentwves, appear in note 21 to the financial
statements

D Pye was granted options on 1,931,700 shares exercisable at 5 125p
per share pursuant to the Highams EMI Share Option Scheme

The options were granted by Remcom on 30 March 2007, this being
the last business day of the year, the share pnce at the year end was
5 125p The ophons will vest subject to the audied gross profit figure
of the Group for the financial year ended 31 March 2008 being in
excess of £600,000 greater than the audited gross profit figure of the
Group for the financial year ended 31 March 2007 In the event that
the above gross prefit figure to 2008 1s not achieved, one third of the
options shall nstead vest on an ncrease in gross profit of £500,000
or more Vested oplions are exercisable at any tme between 30 March
2010 and 30 March 2017

If the target of a £600,000 increase in gross profit s achieved, a cash
bonus of £50,000 will be pad If the gross margin in the period increases
by more than £600,000, the cash bonus descnbed above will be
ncreased by 26% of the gross margin in excess of £600,000

If the target of a £600,000 increase 1n gross margin 1s not achieved,
but an ncrease of at least £500,000 15 achieved, a cash bonus of
£16,500 will be paid

Pensions The Group aperates a defined contrbution pension scheme, the
contnbutions to which are set out in note 5 to the financial stalements.

Service Contract Of the executve directors, El Andrews has 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 D Pye
has, and MA Eve had, an agreement that can be terminated on six
manths' nobce GD Burbidge had a service agreement terminable by
the Company by not less than twelve months' notice or by the
executve at not less than six months' notice

Non-Executive Directors Nen-executive directors recewve an annual fee
n respect of their duties The fees are reviewed annually and are set by
the board Ther contracts are immediately terminable

g i —A
J'g l') ‘7.5.'957
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Report of
the Auditors

Report of the iIndependent auditors 1o the shareholders of
Highams Systems Services Group plc

We have audited the group and parent company financial statements
{the "financial statements™) of Highams Systems Services Group pic
tor the year ended 31 March 2007 which comprise the Consclidated
Profit and Lass Account, the Consolidated and Company Balance
Sheets, the Consolidated Cash Flow Statement, the Consolidated
Statement of Total Recogrised Gains and Losses, and the reiated
notes These financial statements have been prepared under the
accounting policies set out therein

Respective responsibilities of directors and auditors

The directors' responsibilities for prepanng the financial statements

in accordance with applicable law and United Kingdom Accounting
Standards (United Kingdom Generally Accepted Accounting Practice)
are set out in the Statement of Directors’ Responsibilities

Our respensibibty 1s to audit the financial statements in accordance with
relevant legal and regulatory requirements and International Standards
on Auditing {UK and Iretand)

We report to you our opinion as to whether the financial statements
give a true and farr wew and have been properly prepared in
accordance with the Companies Act 1985 and whether the information
gwven in the Direciors' Report 1s consistent with those financial
statements We also report to you ¢, in our opinion, the company has
not kept proper accounting records, If we have not receved all the
information and explanations we require for our audit, or if information
speaified by law regarding directors’ remuneration and other
transactions 1s not disclosed

We read other information contained in the annual report and consider
whether it 15 consistent with the audited financial statements This other
information compnses only the Directors’ Report, the Chairman's

016

Statement, the Chief Execulive’s Report, the Statement of Corporate
Governance, the Directors’ Remuneration Report, the Operating and
Financial Highlights and the Five Year Record We consider the
imphcations for our report if we become aware of any apparent
misstatements or matenal nconsistencies with the financial statements
Our responsibilities do not extend to any other infermation

Our report has been prepared pursuant to the requirements of the
Comparies Act 1985 and for no other purpose No person is entitled
to rely on this report unless such a person is a person entitled to rely
upon this report by virtue of and for the purpose of the Companies Act
1985 or has been expressly authonised to do se by our prior wntten
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 hability

Basis of audit opinion

We conducted our audit in accordance with International Siandards on
Auditing (UK and Ireland) issued by the Auditing Practices Board An
audit inciudes examination, on a tesi bas:s, of evidence relevant to the
amounts and disclosures in the financial statements It also includes an
assessment of the significant estmates and judgments made by the
directors in the preparation of the financial statements, and of whether
the accounting policies are approprate to the Group’s and Company's
arcumstances, consistently applied and adequately disclosed

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




Opinion
In our opinicn

—+ the group financial statements give a true and fair view, in
accordance with United Kingdem Generally Accepted Accounting
Practice, of the state of the Group's affars as at 31 March 2007
and of its loss for the year then ended,

— the parent company financial stalements give a true and fair view, n
accordance with United Kingdom Generally Accepted Accounting
Practice, of the state of the parent company's affarrs as at
31 March 2007,

— the financial statements have been properly prepared in accordance
with the Companies Act 1685, and

—+ the information given in the Directors’ Report 15 consistent with the
financial statements

v

BDO Stoy Hayward LLP=

Chartered Accountants and Registered Auditors

Gatwick
23 Juty 2007
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Consolidated Profit
& Loss Account
for the year ended 31 March 2007

2007 2008
Notes £'000 £ 000
Turnover 2 16,286 17 997
Cost of sales (14,121} (15,885)
Gross profit 2,165 2,112
Administrative expenses
— before goodwill amortisation (2,285) {1.920)
- goodwill amortisation 9 (128) (128)
(2,413) (2.048)
Operating {loss)/profit before goodwill amortisation (120) 192
Operating {loss)/profit (248) 684
Interest receivable 3a - 2
Interest payable 3b (65) 79)
Loss on ordinary activities before taxation & {313 {13)
Tax on loss on grdinary activities 7 - 2
Loss for the year 17 {313} {15)
Loss per share - basic and diluted 8 {0 98)p {0 0S)p
Consolidated Statement of Total Recognised Gains and Losses
for the year ended 31 March 2007
2007 2006
£'000 £000
Loss for the financial year (313) (15)
Loss on fareign currency transiation - {1)
Total recognised gains and Ilcsses (313) (16)

The accompanying notes are an itegral part of these financial statements
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Consolidated

Balance Sheet
31 March 2007

Fixed assets
Goodwill
Targible assets

Current assets
Debtars
Cash at bank and in hand

Creditors amounts fafling due within one year
Net current assets
Net assets

Capttal and reserves

Called up share capital

Share prermium

Merger reserve

Employee share benefit trust reserve
Profit and loss account

Shargholders' funds

The financial statements on pages 18 to 34 were approved by the Board of Directors

and authorised for issue on 23 July 2007

El Andrews, Drector

Notes

17a
17a
17a
I7a

17a

2007 2006
£'000 £000
943 1,071
37 55
980 1,126
2,936 3,170
228 73
3,164 3243
(2,483) {2,395)
681 848
1,661 1974
1,594 1594
679 679
a0 a0
(61) (61)
641) {328)
1,661 1974

T S G — dzﬁ“&/&‘“’\

The accompanying notes are an integral part of these financial statements
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Company
Balance Sheet
31 March 2007

2007 2006
Notes £'000 £ 000
Fixed assets
Tangible assets 10 14 26
Investments 1 - -
14 28
Current assets
Debtors 12 3,241 2845
Cash at bank and in hand 14 2
3,255 2947
Creditors amounts falling due within one year 13 {322} {199)
Net current assets 2,933 2,748
Net assets 2,947 2,774
Capital and reserves
Called up share capital 16a 1,594 1594
Share premium 170 679 879
Merger reserve 17b 297 287
Employee share benefit trust reserve 170 {61) (61}
Profit and loss account 17b 438 265
Shareholders' funds 170 2,947 2774

The financial statements on pages 18 to 34 were approved by the Board of Directors
and authorised for issue on 23 July 2007

El Andrews Cirector 8.&@&_) JE Higham, Director dz H‘)‘&L—t&&.

The accompanying notes are an integral par of these financial statements
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Consolidated

Cash Flow Statement
for the year ended 31 March 2007

Nores

Net cash (outflow)/inflow from operating actvities 18

Returns on investments and servicing of finance
Interest receved
Interest paidt

Taxation
UK cerporation tax
Capital expenditure and financial investment

Purchase of tangible fixed assets
Sale of tangble fixed assets

Cash {outflow)/inflow betore financing in the year

Financing
Purchase of own shares by Employee Share Benefit Trust
Increase/([decreasa) In invoice discounting faciity

Increase/(decrease) in cash n the year 19

The accompanying notes are an integral part of these financial statements

2007 2006
£'000 £'000
(61) 458

- 2

(65) (79)
(65) @7)

- (46}

(10) {38)

- g

{(10) 29)
{136) 306
- @

291 {478)
291 (480)
155 {174)




Notes to the

Financial Statements
for the year ended 31 March 2007

1 Accounting Policies

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

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 undertalungs acquired are included from the date of acquisition The results of subsidiary undertakings dispased
of are included up to the date of disposal, and the net profit or loss on disposal is calculated based on the net proceeds recewvable and the
net assets at the date of disposal, including any unamorbsed goodwill

Turnover

Turnover represents amounis recewvable for services provided during the accounting period net of trade discounts and value added tax
Revenue in respect of contract placements s recognised in the period in which the contractor undertakes the work Revenue in respect
of permanent placements 1s recogmised in the penod in which a placement commences work.

Goodwll

Goodwill ansing on the acquisthon of subsidiary undertakings is carned on the balance sheet and amortised over its useful econamic life
of ten years The carrying value of geodwill 1s reviewed regularly for mpairment. Cn subsequent disposal of the underlying investment, any
goodwill not yet amortised will be taken to the profit and loss account when calculating the profit or loss on disposal

Tangible fixed assets and depreciatton
Tangible fixed assets are stated at cost net oi depreciatron and prowision for imparment. Depreciation 1s provided on all tangible fixed
assets at rates calcufated to write off the cost, less estimated residual value, of each asset over its expected useful Iife as follows

Leasehold improvements — over period of lease

Computer equipment 50% on cost per annum

Furniture, fithngs and office equipment — 25% on cost per annum

Motor vehicles 25% on wntten down value per annum

Investments
Invesiments are shown at cost less provision for imparrment.

Fimance and operating leases
Assets heid under finance leases or hure purchase agreements are capitalised in the financial statements and depreciated over ther
estimated useful hves Finance and hiwe purchase charges are charged to 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 nsks and rewards
of ownership of the asseis being leased, are charged to the profit and loss account on a straight line basis over the lease term

Deferred taxation

Deferred tax 1s recognised in respect of all iming differences that have onginated but not reversed by the balance sheet date except for
deferred tax assets which are only recogmised to the extent that the company anticipates making sufficient taxable profits in the future to
absorb the reversal of the undertying timing difterences

Deferred tax balances are not discounted
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Foreign currency

Transachons in foreign currencies are recorded at the rate of exchange at the tme of the transaction Monetary assets and liabilities
denominated in foreign currencies at the balance sheet date are reported at the rates of exchange prevailing at that date or, if appropnate,
at the forward contract rate Any gain or loss ansing from a change in exchange rates subsequent to the date of the transaction 1s included
as an exchange gawn or loss in the profit and loss account

Foreign currency (on consclidation)
The results of overseas operations are translated at the average rates of exchange ruling during the pened and their balance sheets at the
rates ruling at the balance sheet date Exchange differences ansing from this policy are dealt with through reserves

Pension costs

The Group operates a defined contnbution pension scheme The pension cost charged to the profit and Yoss account represents
contnibutons payable by the Group to the pension scheme in the year Differences between contnbutions payable in the year and
contributions actually paid are shown as either accruals or prepayments in the balance sheet.

Financial instruments
In relation 1o the disclosures made in note 14

- short term debtors and credrtors are not treated as financial assets or financial habilities {other than for currency disclosures),
- the Group does not hold or issue dernvative financial instruments for trading purposes

Employee share benefit trust

The cost of the Company's shares held by the employee share benefit trust 1s deducted from shareholders’ funds in the company and
consolidated balance sheet Any cash receved by the employee share benefit trust on disposal of the shares it holds 1s also recognised
directly in shareholders' funds Other assets and habilities of the employee share benefit trust, {including borrowings) are recognised as
assets and labiities of the company Any shares held by the employee share benefit frust are treated as cancelled for the purposes of
calculating earnings per share

Share-based payments

Where share ophions are awarded to employees, the far value of the options at the date of grant is charged to the iIncome statement

over the vesting period Non-market vesting condiions are taken into account by adjusting the number of equity nstruments expected

to vest at each balance sheet date so that, ulbmately, the cumulative amount recognised over the vesting penod 15 based on the number
of optons that eventually vest. Market vesting conditions are factored info the farr value of the options granted As long as all other vesting
condiions are sahsfied, a charge s made irespective of whether the market vesting conditions are satisfied The cumulative expense 1s
not adjusted for falure to achieve a market vesting condrtion

Where the terms and condittons of options are modified before they vest, the increase in the fair value of the options, measured
immediately before and after the modrfication, 1s also charged to the income siatement over the remaining vesting perod
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Notes to the

Financial Statements
for the year ended 31 March 2007

2 Segmental information

{a) Classes of business

In the years ended 31 March 2007 and 2006 the Group operated the single activity of recruiment services

{b) Geographical analysis

United Kingdom
Rest of World

The United Kingdom accounts for substantally aji of the Group's loss before tax, and net assets

3 Interest

{a) Interest recevable

Bank deposit

{b) Interest payable

Invoice discounting facility
Other

4 Information regarding employees (including directors)

{a) Staff costs
Total staff costs were as follows

Wages and salaries
Social securty costs
Other pension costs

(b) Staff numbers
The average number of persons
employed dunng the ysar were as follows

Management

Production and administration
Sales and marketing
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Turnever by ongin

Turnover by destination

2007 2006 2007 2006
£'000 £'000 £'000 £000
16,094 17,739 15,051 16,790
192 258 1,235 1207
16,286 17,997 16,286 17,997
2007 2006
£'000 £ 000
- 2
2007 20086
£'000 £000
62 70
3 9
65 79
Group Company
2007 2006 2007 2006
£'000 £000 £'000 £000
1,339 1094 525 334
139 120 50 36
60 102 46 80
1,538 13186 621 460
Group Company
2007 2008 2007 2006
number number number number
5 5 7 7
5 & - -
19 17 - -
29 27 7 7




5 Duwectors' remuneration
Aggregate rermuneration
The total amounts for directors' remuneration and other benefits ware as follows

2007 2008
£'000 000
Emoluments 359 273
Compensation for loss of office (GD Burbidgs) 100 -
Money purchase pension contributions 41 86
500 359
(a) Directors' remuneration Monay Money
purchase purchase
Fees/basic Taxable Total Severance pension Total pension
salary benefits emoluments payment contnbutions emoluments contrbutions
2007 2007 2007 2007 2007 2007 2006 2006 2008
£'000 E'000 E°00C £°000 £'000 £'a00 £'000 £000 £ 000
Executive
D Pye
appointed 3 January 2007 45 - 45 - - 45 - - -
El Andrews 111 7 118 - 31 148 b4 76 153
GD Burbigge
rasigned 31 March 2007 113 1 114 100 10 224 109 10 119
MA Eve az - 32 - - 3z 36 - 36
Non-Executive
JE Higham 20 - 20 - - 20 20 - 20
AM Howarth 30 - 30 - - 30 28 - 28
NN Graham Maw
deceased 12 April 2005 - - - - - - 3 - 3
351 8 359 100 41 500 273 B6 359

The highest paid director was El Andrews (2006 GD Burbidge)

D Pye 15 employed under a service agreement which can be terminated at any time by either the director or the company gmng six
monihs' prior nolice El Andrews Is employed under a service agreement which can be terminated at any time giving six months'
pner notice by the director and twelve months® notice by the Company The serices of AM Howarth and JE Higham are secured
by letters of appointment, and these appontments can be terminated by the Company in general meeting at any tme The
services of GD Burbidge terminated cn 31 March 2007 and the services of MA Eve terminated on 11 May 2007

{b) Drectors’ pension entitlements
During the year, two directors were members of money purchase pension schemes (2006 two) Contributons 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 10to 12




Notes to the

Financial Statements
for the year ended 31 March 2007

6 Loss on ordinary activities before taxation

The loss on ordinary activities belore taxation i1s stated after charging 2007 2006
£'000 £ 000
Auditors’ remuneration
- for audit services
Consolidation 9 8
Company 5
UK Subsidiaries 12 11
- for non-audit services {corporation iax serices) 2 1
Depreciation and amounts wntten off tangible fixed assets
— owned assets 28 17
Operating lease rentals
- bulldings 70 70
- vehicles and compuiers 5 5

7 Tax on loss on ordinary activities

The tax for the year comprises 2007 2006

£'000 £'000
UK corporation tax
Current year -
Prior year - 2
Deferred taxation -

- 2

Reconcihation of tax charge
Loss on ordinary activities betore taxation {313) {13}
UK corporation tax at the standard rate of 30% (2006 30%) {95) {4
Effect of
Expenses not deductble for tax purposes 43 47
Depreciation In excess of capital allowances (5) {7
Utlisation of tax losses (52) {52)
Losses carned forward 109 18
Current tax charge for year - 2

At the balance sheet date, the Group had £1,385,000 {2006 £610,000} of losses to carry torward agamnst future profits
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8 Loss per share

{Loss)/profit for the financial year before goodwill amorbsation
Goodwill amortisation (note 9)

Loss for the financial year
Dilutive eftect of options

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

Loss per share before geodwill amertisation 1s presented as the directors consider that this gives a useful indication of

underlying performance There 1s no difference In aither 2007 or 2006 between the basic and diluted loss per share before

goodwill amortisation

9 Goodwill
The carrying value of goodwill comprises

Cost
At 1 Apnl 2006 and 31 March 2007

Amortisation

At 1 Apnl 2008
Charge for the year

At 31 March 2007
Carrying value at 31 March 2007
Carrying value at 31 March 2006

Weighted Weighted
average average Proft/
number of Loss ProfitY  number of floss)
Loss shares  per share {loss) shares per share
2007 2007 2007 2006 2006 2006
£'900 '000 p £'000 000 p
(185} 31,692 {0 58} 113 31,700 035
(128} - {0 40} (128) - (0 40)
(313} 31,692 (0 98} (15} 31,700 ©05
- 5 - R . R
(313) 31,697 {0 98} {15} 31,700 (0 05)
Group
£'000
1,278
207
128
335
943
1,071

The goodwill arose on the acquisition of RWP Recruitment Services Limited in 2004
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Notes to the

Financial Statements
{or the year ended 31 March 2007

10 Tangible fixed assets
(a) Group

Cost

1 Apri 2006
Additions
Disposals

31 March 2007

Depreciation

1 Aprl 2006
Charge for the year
Disposals

31 March 2007
Net book vatue 31 March 2007

Net book value 31 March 2006

{b) Company

Cost

1 Aprll 20C6
Additions
Disposals

31 March 2007

Depreciation

1 Aprl 2006
Charge for the year
Disposals

31 March 2007
Net book value 31 March 2007

Net book value 31 March 2006
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Furniture, fitings

Leasehold Computer and office Motor
Improvements equipment equipment vehicles Total
£'000 £'000 £'000 £'000 £'000
75 129 61 34 299
- 10 - - 10
75 139 61 34 308
71 92 €0 21 244
1 23 1 3 28
72 115 61 24 272
3 24 - 10 37
4 37 1 13 55
Furniture, fitings
Leasehold Computer and office Motor
improvernents equipment equspment vehicles Total
£°000 £'000 £'000 £'000 £'000
75 70 52 19 216
75 70 52 19 216
71 58 50 11 190
1 8 1 2 12
72 66 51 13 202
3 4 1 6 14
4 12 2 8 26




11 Investment in subsidiary undertakings

Cost
At 1 Apnil 2008 and 31 March 2007

Provision
At 1 Apnl 2006 and 31 March 2007

Net book value 31 March 2007
Net book value 1 Apnl 2006

Consolidated subsidiaries

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

Highams Recruitment Limited™

RWP Recruitmeant Services Limited
EquationHR Limitec

Highams Holding BV*

Highams Share Scheme Trustee Limrted~
Highams International Limited*

Principal
activity

Dormant
Recruitment
Recruikmeant
Dormant

Dormant

Holding Company

Trustee of Employee Benefit Trust

Heolding Company

Class of
shares held

Crdinary
Ordinary
Crdinary
Crdinary
Crdinary
Qrdinary
Ordinary
Ordinary

Company
£'000

80

80

All subsidianes are Incorporated in the UK other than Highams Recrutmant BV and Highams Helging BV which are incarporated
in The Netherlands All subsidiaries are wholly owned Subsidianies marked with an astensk are directly owned by the Company

12 Debtors amounts falling due within one year

Trade debtors

Amounts due from subsidiary underiakings
Other debtors

Prepayments and accrued income

13 Creditors amounts falling due within one year

Invoice discounting faciity

Trade creditors

QOther taxes and soctal secunty costs
Accruals and deferred Incoms

Other creditors

Graup Company
2007 2006 2007 2008
£'000 £ 000 £'000 £'000
2,707 2,890 - -
- - 3,132 2,860
15 10 15 10
214 270 94 75
2,836 3,170 3.241 2,945
Group Company
2007 2006 2007 2006
£'000 000 £'000 £'000
591 300 - -
1,300 1523 80 66
276 305 22 10
266 195 180 62
50 72 40 81
2,483 2,395 322 129
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Notes to the

Financial Statements
for the year ended 31 March 2007

14 Derwatives and other financial instruments
The Group's financial instruments comprise borrowings, cash and items such as trade debtors and creditors that anse as a resull
of normal operations The Group does not trade in financial nstruments

The main nisks ansing from the Group's financial instruments are interest rate nsk and foreign currency nsk The board reviews and
agress policies for managing each of these nsks and they are summansed below

Interest rate nsk

The Group finances its operations through a mixture of retained profit, bank borrowings and tnvoice discouniing The Group
borrows in pounds sterkng and euros The board reviews interest rates on potential borrowings although dunng the penod the
Group was not exposed io significant interest rate nsk

Interest rate profie
Cash deposits are non-interest beanng unless placed on money markets at overnight rates The invoice discouniing facilities are
charged at 1 65% above the UK base rate

Foreign currency nsk
The Group trades within Europe Transactions in Europe are generally priced and invoiced in eures

Currency exposures
The table below shows the Group's curency exposures Such exposures compnse the monetary assets and monetary liabilties of
the Group that are not denominated in its functional currency of the cperating urit concerned These exposures were as follows

Euro Total

£'000 £'000

31 March 2007 208 208
31 March 2006 88 28

Matunty of financial labilities
The overdraft facility 1s repayable on demand

Borrowing facilittes

The Group has an overdraft faciity of £1,000,000 (net ril) (2006 gross £1,000,000 {net nil}} and a confidential invoice
discounting facility of £1,750,000 (2006 £1,750,000) Both faciites are Group cross guararnteed At 31 March 2007
the Group's use of the combined faciities was £531,000 (2006 £300,000)

Far values

The farr values of the financial assets and labilibes at 31 March 2007 and 31 March 20086 are not matenally different from their
book values

15 Provision for Labilities and charges

A deferred taxation asset has not been created because tax losses carmed forward are not expected 1o be relieved in the

foreseeable future

The deferred tax asset not being recognised 1s valued at £418,427 (2006 £362,388)
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16 Share capital

(a) Summary
Authonsed Authorised
2007 2006 2007 2006
Number Number £'000 £ 000
Ordinary 5p shares 42,921,300 42,921,300 2,146 2,146
Allotted, called up Allotted, called up
and fully paid and fully pard
2007 2006 2007 2008
Number Number £'000 £000
Ordinary Sp shares 31,875,568 31 875,568 1,594 1,594

{b) Contingent nghts to the allotment of shares

As at 31 March 2007, options have been granied in respect of 1,931,700 (2006 160,399) of the Company's ordinary Sp shares
under the Company's EMI share option scheme to subscnbe for ordinary shares of the Company as detaled in note 21 Options
on 160,389 shares lapsed during the year

17 Reconcihation of movements in shareholders’ funds

{a) Group

Share Share Merger Employee share Profit and Total

capital premium reserve benefit reserve  loss account

£'000 £'000 £000 £000 £000 £'000
Opening shareholders' funds 1,504 €79 90 1) (328} 1,974
Loss for the year - - - - {313) (313)
Closing shareholders' funds 1,594 679 90 (61) {841} 1,661
(b} Company

Share Share Merger Employee share Profit and Total

capital premizm reserve benefit reserve  loss account

£'000 £'000 £'000 £'000 £'000 £'000
Opening shareholders' funds 1,594 679 297 (1) 265 2,774
Profit for the year - - - - 173 173
Ciosing shareholders' funds 1,594 679 297 61) 438 2,947

As permitted by section 230 of the Companies Act 1985, the profit and loss account of the Company has not been included in
these accounts The profit of the Company for the year ended 31 March 2006 was £172,000
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18 Net cash flow from operating activities

2007 2006
£'000 £ 000
Operating (lossy/profit (248) 64
Depreciation of tangibte fixed assets 28 17
Goodwill amortisation 128 128
Decrease/{increase} in debtors 234 {261)
{Decrease)increase in creditors (203) 508
Profit on dispesal of fixed assets - 3
Exchange difference - (1)
Net cash {outflow)/inflow from operating actmvties {61} 458
19 Analysis and reconciliation of net debt
Analysis of changes in net detn
1 Apnl Cash 31 March
2006 flow 2007
£ 000 £'000 £'000
Cash at bank and in hand 73 155 228
Invoice discounting facility {300} {291) (591
Net debt (227) {136) {363
Cash al bank and in hand includes £2,368 (2006 £2,368) in respect of momies held in the Employee Share Benefit Trust
Reconciliation of net cash flow to movement in net debt
2007 2006
£'000 £ 000
Cash inflow/{outfiow) 155 (174)
{Decrease)/increase in Invoice discounting faciity (291} 478
(1386) 304
Net debt at beginning of year (227 (531)
Net debt at end of year {363) 227)
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20 Financiat commitments

Group

Annual commitments under non-cancellable
operating leases expinng

Within one year

Between 2 and & years

Company

Annual commitmants under non-cancellable
aoperaling 'sases expinng

Within ona year

Between 2 and & years

21 Employee Share Schemes

{a) Approved Employee Share Option Scheme

Land and Land and
buldings Other butlidings Other
2007 2007 2006 2006
£'000 £'000 £'000 £000
- - - 5
70 27 70 22
70 27 70 27

Land and Lend and
buildings Other butldings Other
2007 2007 2008 2006
£'000 £'000 £000 £om0
70 27 70 22
70 27 70 22

The Company adopted an HM Revenue & Customs approved Executive Share Option Scheme on 17 May 1996 At 31 March

2007 all options previously granted have lapsed The number of options In existence at 31 March 2006 was 141,068, and the
weighted average exercise price was 95p The schems terminated on 17 May 2008, without any options being exercised

{0} Unapproved Employee Share Option Scheme

The Company adopted an Employes Share Option Schemse on 15 November 18995 which 1s not approved by HM Revenue
& Customs Under the terms of this scheme, certain employses of the Company were granted options over ordinary shares
The number of options in existence at 31 March 2006 was 19,331, and the weighted average exercise price was 80p

All options previously granted have iapsed

{c) EMI Option Scheme

The Company adopied an EMI (Enterprise Management Incentive) scheme and granted 779,220 shares as at 8 September 200¢
All of these options had lapsed priar {o the beginning of the year
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21 Employee Share Schemes contnued

The scheme was amended with effect from 28 March 2007 in order to reflect legislative changes since the scheme's creation i
Options over 1,931,700 crdinary shares were grantad on 30 March 2007 at an exercise pnce of 5 125 pence per share These

options will vest in full if the gross profit of the Group for the year ended 31 March 2008 exceeds the gross profit for the year

ended 31 March 2007 by £600,000 or more Il this increase in gross profit 1s not achieved, one third of the options will Instead

vest on an increase in gross profit of £500,000 or more over the same period The options will lapse to the extent that these

performance targets are not achieved Vested options are exercisable after 30 March 2010

Valuation

Options were valued by using the Black-Scholes option pricing madel No performance conditions were inctuded i the far valus
calculations, the relevant options are not subject to iotal shareholder return performance conditions The fair value per option
granted dunng the year and the assumptions used 1n the calculation are as follows

Grant date 30 March 2007
Share price at grant date 5125p

Vesting period 3 years
Expected volatility 65%

Option Iife 10 years
Expected Ife 3 S years

Risk free rate 5 2986%
Dmidend yield 0%

Far valus per option 1776p

The expected volatility 1s based on histoncal volatiity since January 2000 The expected life 1s the expected penod to exercise
The nsk free rate of return 1s the UK Gilts rate on date of grant consistent with the assumed option life

Given that the options were not granted untl 30 March 2007, the charge to the profit and loss account for the year 1s £30
(2006 £nil)

(d) All Employee Share Ownership Plan
The Company has adopted an HM Revenue & Customs approved share schema i which no shares had been granted as at
31 March 2007

{e} Employee Share Benefit Trust

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

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

The Company did not make any contributions to the Trust dunng the year (2006 £ni) The Trust holds 183,853 shares in the
Company, with a market valus of £9,428 (2006 183,953 shares at a market value of £8,565)

No shares have been transferred to employees or were under option as at 31 March 2007 Tha Trust's only other asset at

31 March 2007 was cash at bank of £2,368 {2006 £2,368) which is Included in the Company's balance shest as part of cash
at bank and in hand The Trust had no habilties
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Five year record

Results

Turnover

Operating (lossyprofit - continuing operations
Qperating profit - discontinued operations
Loss on ardinary activities before taxation
Loss for the financial year after taxation
Dwvidends

Assets employed
Goodwill

Tangble fixed assets
Net current assets

Net assets
Financed by
Shareholders’ funds

Key statistics

{Loss)/profit per share before goodwili amortisation

and exceptional costs

Loss per share

Return an shareholders' funds *
Return on assets employed **

MNote

* Loss for the financial year/closing sharehotders' funds

** Operating result/net assets excluding goodwill

2007 2006 2005 2004 2003
£'000 £'000 £'000 £'000 £'000
16,286 17,997 13,512 8,559 11,096
(248) 64 (486) (507) (208)

- - - 20 -

(313) (13) (511) (203) (190)
(313) (15) (502) (293) (190)
943 1,071 1,199 - -

a7 55 46 99 80

681 848 747 1,694 2,000
1,661 1,974 1,992 1,793 2,080
1,661 1,074 1,992 1,793 2,080
(0 58p) 0 35p (0 83p) {2 05p) {0 98p)
(C 88p) (0 O5p} {1 88p) (1 51p} (0 98p)
(18 B%) (0 8%) (25 2%) (16 3%) ©1%)
{34 5%) 7 1% 61 3%) (27 2%) {10 0%)




Notice of Meeting

Notice s hereby given that the Annual General Meeting of the Company will be held at Charles Stanley & Company Limited,
25 Luke Strest, London, EC2A 4AR on Wednesday 5 Septemnber 2007 at 11 30 a m 1 order to transact the following business

Ordinary Business
Resolution 1 To receive and adopt the financiat statements and the reports of the Directors and the Auditors for the financial year
ended 31 March 2007

Resolution 2 To re-elect Alan Miles Howarth, who retires by rotation, as a Director of the Company
Resolution 3 To elect Dave Pye as a Director of the Company

Resclution 4 To reappoint BDO Stoy Hayward LLP as Auditors of the Company and te authornse the Board to fix their
remuneration

Special Business
To consider and, If thought fit, pass the following resclutions as Ordinary and Special Resolutions In the case of resolution 5 as
an ordinary resolution, and in tha case of resolution 6 as a special resolution

Ordinary Resolution

Resolution 5§ That the directors be and are hereby generally and unconditionally authonsed for the purposes of section 80 of the
Companies Act 1985 {the “Act™ 10 exercise all the powers of the Company to allot relevant securiies (as detned in the Act) up to
an aggregate norminal amount of £531,260 and within that penod to make any offer or agreement which would or might require
such securittes 1o be allotted after the exprry of this authonty and all authorities previcusly conferrad on the directors pursuant to
section BO of the Act be and are hereby revoked This authonty shall expire on whichever 1s the earler of the conclusion of the
Annual General Mesting to be held in 2008 or the date faling 15 menths from the passing of this Resolutien, and

Special Resolution

Resolution & That the directors be and are hereby empowered to allot equity secunties (within the meaning of section 94 of the
Act) pursuant io the general authonty for the purposes of section 80 of the Act conferred by Resolution 5 above up 1o the
aggregate norminal amount of £79,688 as If section 83(1) of the Act did not apply to such allotment and the Company may make
an offer or agreement which would or might require such securnties to be allotted after the expiry of the authority and all authorities
previously conterred on the directors pursuant to section 95 of the Act be and ars hereby revoked This authority shall expire on
whichever 1s the earlier of the conciuston of the Annual General Meeting to be held 1z 2008 or the date fallng 15 months from the
passing cf this Resolution

By order of the Board

El Andrews - k
Secretary

23 July 2007

Registered QOffice
Quadrant House
33-45 Croydon Road
Caterham

Surrey

CR3 6PB
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Notes

{a) A member entitled to attend and vote may appaoint a proxy o attend and vote instead A proxy need not be a member of the
Company A form of proxy 1s enclosed which, to be valid, must be delivered to the Company's registrars Capita Registrars
{Proxiss), Proxy Processing Centre, Telford Road, Bicester, OX26 4LD so as to be receved no less than 48 hours (excluding
weskends and bank holdays) before the time appointed for holding the Annuat General Mesgting or any adjournment thereof
Lodgement of a form of praxy will not prevent a member from attending and voting in person if so desired

{by The Register of Drectors' interests in the shares of the Company will be avaifable for inspection throughout the mesting 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 ot determiming the number of vates sharsholders may
cast), sharesholders must be entered on the Company's Register of Members not tater than 6 00pm on 3 September 2007 or,
if the meeting 1s adjourned, sharehelders must be entered on the Company's Register of Members not later than 48 hours
{excluding weekends and bank holidays) betore the tme fixed for the adjcurned meeting

{d} Pursuant to Regulation 41 of the Uncertificated Securities Regulations 2001, the Company specifies that only those
shareholders registered in the Register cf Members of the Company as at 6 00pm on 3 September 2007 shall be entitled to
attend or vote at the meating In respect of the number of shares registered in ther names at that tme Changes to antnes in
the Register of Members after 8 00pm on 3 September 2007 shall be disregarded 1n determining the nghts ot any person to
attend or vote at the Meeting
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Financial Calendar

Last date and time for receipt of proxy for the Annual General Mesting 11 30 am on 3 September 2007

Annual General Mesting 11 30 am on 5 September 2007
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