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Group at a glance

Our Markets

Highams provides technology, business and professional services resource to the financial sector specialising in
msurance and investment management on a contract, intenm and permanent basis  Highams' man client base
ranges from the niche SME sector to larger corporate organisations

Our Consultants, Contractors and Apphcants

Our speciahty 1s in finding excellent career opportumties and assignments for senior | T, business and prefessional
services talent We are constantly developing our refationships and networks to ensure we obtamn the best
available posttions for such talent, whilst ensurtng that their skills and personalities are compatible with the needs
of our clients

Qur People

At Highams, we work hard to develop and maintain long-term relationships with our chents, contractors and
applicants To help ensure this, we focus on the development and retention of our expenenced staff to ensure they
are among the most knowledgeable n the industry, both in terms of recruitment best practice and the niche
markets in which Highams operates
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Operating and financial highlights

2010 2009

£'000 £'000
Revenue 7,546 10,533
Gross profit 1,266 1,765
Operating profit/(loss) for the financial year 141 (317)
Profit/{loss) for the financial year before tax 131 (370)
Net current assets 188 48
Equity 296 63
Profit/{loss} per share 0 34p (077)p

Operational

+ Significant £0 5m turnaround of the business

¢ Group revenue at £7 5m (2009 £10 5m), reflecting a reduced, but now stable number of contractors
working on client sites dunng the year

*  Group profit before taxation of £131,000 {2009 loss of £370,000)

*  The Directors are not recommending the payment of a final dividend (2009 nil)
*  Profit margins improved shghtly to 16 8 per cent (2009 16 7 per cent }

«  Market activity continues to improve

+ Contractor numbers stable and permanent recruitment strong overall

* Recrutment of new slaff selectively and closely tallored to client requirements

= Strong brand in difficult trading market
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Chairman’s Statement

Introduction

As | noted m our intenim results (announced 12 November 2009), our market had been showing signs of
improvement and an increase In activity and we had been hoping for continued further progress into the second
half of the year | am pleased to report that that profitable progress has continued and that the Company has
achieved a significant £0 5 million turnaround of the business durning the year

| am alsc pleased to note that this turnaround has been achieved in ine with our stated intention “to seek profits,
whilst maintaining the quality of our service” We beheve that this has been achieved despite some very difficult
market conditions

Contractor numbers have stabilised from the beginning of the year compared to the reducing levels of contractors
in the prior penod  This however has resulted in reduced revenue to March 2010 | am also pleased that
permanent recruitment has remained strong overall and this 15 despite difficult employment market conditions

We stil continue to focus in our niche market within the insurance and financial services sector and in maintaining
our quality of service and delivery associated with our brand

Staff numbers regrettably were reduced dunng the first half of the year as part of our necessary cost reduction
programme, but | am pleased to report that we have now begun to recruit new staff selectively into the company to
enhance the levels of activity required to meet the needs of our clients | am also pleased to report an increase in
requirement levels from both existing and new customers

The company has explored the possibility of growing by acquisiiion as well as organically but is not in any current
negotiations Seymour Pierce were recently appointed as nominated adwiser and stockbroker to assist the
company's growth plans

Financial Results

Group revenue fell by 28 6 per cent to £7 5m (2009 £10 5m), reflecting a reduced, but now stable number of
contractors working on client sites during the year This contrasts with the sharp decline in contractor numbers
during the previous year

Gross profit was reduced at £1 26m (2009 £1 76m), but our profit margins improved shghtly to 16 8 per cent
{2009 16 7 per cent )

Group profit before taxation was £131,000 (2009 loss of £370,000} The Directors are not recommending the
payment of a final dividend for the year to 31 March 2010 (2009 nil)

Executives and Staff

We remain a strong team of very knowledgeable long serving staff, and whilst we have been in a very challenging
market, we look forward to rebuilding for Highams the success it previously enjoyed | would like to acknowledge
the loyalty and commitment of all the staff to the group and am extremely gratefu! | exiend a very warm welcome
lo all new members of the team and | look forward to therr development and future success with Highams | would
particularly like to thank Mark de Lacy and Kern Sayers, who joined the Highams Board of Directors back in
Septermber 2008, for ther significant contnbultton to the turnaround of the business

Outlook

t am pleased by the progress achieved during the year and the considerable achievement by all at Highams in
delivering a £0 5m turnaround of the business We look forward to continuing this progress and to restoring
Highams back onto a strong and sustamably profitable path Our objective for the current year 1s to return
revenue to prior year levels We have made a good start and providing the employment market rematns

firm, the Board looks forward to the future with enthusiasm and confidence

Ken Ford M
30 July 2010
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Directors

Eric Kenelm (Ken) Ford

Non-Executive Chairman

Ken Ford has over 37 years of expenence in the City From 1993 he worked at Teather & Greenwood stockbrokers
serving as Head of Corporate Finance, Managing Director, Chief Executive Officer and latterly as Deputy
Chairman until rebirement in 2007 Prior to this he worked as a director at Aberdeen Asset Management and
served for seven years as a director at Morgan Grenfell, as Head of Research and Head of Corporate Finance at
Morgan Grenfell Securities Ken 1s a Fellow of the Chartered Securities insbifute and on the executive committee of
the Quoted Companies Alhance He is also Chairman of Brainjuicer Group plc and other companies

Mark de Lacy

Managing Director

Mark de Lacy has been employed by Highams since 1990 Crniginally brought in for his sales expenience, Mark
rapidly progressed to a senor role, responsible for the devetlopment of the Group's major accounts within the Life
and Pensions and Insurance sectors He moved into recruiting and developing successful sales teams before
being appointed in 2007 to Sales Director, and Managing Director in September 2008 Mark continues to actively
develop new strategic accounts within spectalist vertical markets

Kerri Anne Sayers

Chief Operating Officer

Kern Sayers has been employed by Highams since 1994 when she initially managed the finance department She
has since managed both the operation of the finance and HR team through vanous Group acquisitions and
disposals She I1s @ member of the CIPD and was previcusly Twin Operations Manager for a high street recruiter
She has been a director of the company since 30 September 2008

John Edward Higham

Non-Executive Director and Deputy Chatrman

John founded Highams in 1983 after many years gaining experience of the insurance market from an 1T and
business perspective, both within iInsurance company and software house environments John was Chief

Executive of the Group until April 2000 when he took up his current role He has been a director of the company
since 1 February 1983
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Report of the Directors

The directors present therr report and the audited financial statements for the Company and the Group for the year
ended 31 March 2010

Principal Activity

Highams provides technology, business and professional services resource to the financial sector speciaising in
insurance and investment management on a contract, interim and permanent basis Highams' main client base
ranges from the mche SME sector to larger corporate organisations

Results and Dividends
The Group recorded a profit before taxation and goodwill impairment of £131,000 (2009 loss before taxation and
goodwill impairment £370,000) on a revenue of £7 5m, {2009 £10 5m)

The directors do not recommend a final dividend (2009 nil) No interim dividend was paid during the year
{2009 ni)

Review of Business

The Board has reviewed the detall of the business during what was another difficult trading year, and in line with
our cost saving strategy we have achieved our goal of keeping our costs firmly under control whilst becoming a
profitable business, this strategy has put us 1n good stead for the future business strategy to grow the business
into a sustainable and profitable company

The results show a turnaround of the bustness of around £0 5m net and although the revenue was reduced by
28 6 per cent the reduction in the overhead cost far outweighed this as costs reduced by 46 per cent

We are recruiting selectively into the business to meet the need of the increased level of requirements including,
new “seasoned” recruiters as well as "delivery” personnel We have a very skilled base of staff with longevity of
service Coupled with the new recrurts we expect to continue to rebuild our service offering, along with Increasing
the brand awareness of the business that Highams possess

Whilst the gross profit has reduced overall the business stabihised dunng the year and operating costs were in line
with the business requirements The business 1s now well positioned to increase its sales activity with Iittle further
Increase in base costs With the recruitment market now showing signs of recovery, and with the increase i
business requirements being received from our clients, we believe that we will see the benefits of this activity in
our future growth Permanent revenue remained strong during the penod

The result of the focus on developing new processes for our database in line with our strategy as set last year has
increased the value of the data held, with constant churn and updates being easily accessible to the team We are
now increasing headcount and traiming these new staff to assist our senior consultants to continue to provide an
exceltent service to our existing clients and new clients allke We continue to build relationships with existing and
new clients and improve our knowledge within our specialist sectors The directors are continually seeking 1o
improve all aspects of the processes on which we operate

Tracking and tracing our key players are crucial to Highams' success We have a number of client and candidate
testimomals, an example below

“I hke working with Susanne and her colleagues at Highams, and have been a repeat customer over the past few
years as our business has grown | feel assured that 'm not bemng “sold to” and that their network of contacts 1s
absolutely top-notch i the Insurance industry ”

The return to profitability and increased confidence in our sector contributes to the Boards behef that we are in an
excellent position for the future growth of our company We have been successful in renewing contract and
permanent PSL's (preferred supplier ist) and have been awarded a number of new PSL's duning the year too
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Key Financial Risks of the Group
Details of the Group's financial instruments are given 1n note 19 to the financial statements

Key Business Risks of the Group

Staff

Highams has an excellent record of staff retention in the recruitment market in a service company such as
Highams, 1t 1s essential that high-quality staff are recruited and then retained {through appropnate incentives,
focused traiming and a challenging but supportive environment) If client relationships are to be mamntained and new
customers won

Clients

Clients may choose not to continue to use Highams' services If our service fails to meet the required standards
We may also lose a client’s business if that client 1s acquired by a competitor To help ensure the maintenance
of high standards, Highams 1s committed to the REC Code of Professional Practice and 1ts 1ISO9001 2008
certified quahty management system Importantly, longewvity of service of many Highams' staff helps provide
clients with continuity of service with someone who has a detailed knowledge of their needs, a big factor

in helping retan clients

Competition

There are many competing recruitment organisations and RPO's (recruitment process outsourcing) companies
It 1s very iImportant that Highams maintains and enhances its niche market approach in order to continue to
differentiate stself from most other such organisations

Given that the permanent and contract applicants have many recruitment organisations from which to choose, the
nisk 1s that they may choose not to register with Highams Highams' staff work hard to be knowledgeable about
therr niche business and technical areas By developing a network of chients, contractors and applicants relevant to
that niche, Highams' staff are better positioned to attract and help talented contractors and applicants than more
generalist agencies might be Highams database of such apphicants and contractors continues to be an excellent
source for the business and processes are continually updated to ensure continuity

Directors

The btographies of the current directors of the Company are set out on page 3 The directors that served
dunng the year were

E K Ford Charman

JE Higham Nan Exec Director

M de Lacy Managing Director

KA Sayers Chief Operating Officer

Substantial shareholders
As at 30 March 2010, the following substantial shareholdings have been notified to the Company

Number of % of 1ssued

shares Share Capital

EK Ford 13,802,857 2000
MJ Gray 10,304,286 14 93
D and G Hart 9,787,718 14 18
JE Higham 9,269,078 1343
El Andrews 3,570,000 517

Share option schemes
Information regarding the Company’s share option schemes is given in note 21 to the financial statements
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Suppher payment policy

The Group's policy 15 to pay its contractors by direct credit within seven days of receipt of correct invoices
The Group's policy with regard to other suppliers 1s to settle amounts due in accordance with the terms of
payment agreed when agreeing the terms of each transaction The trade and other payables days figure at
31 March 2010 was 42 (2009 35)

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

Auditors

So far as the directors who were In office at the time that this Directors’ report was approved are aware, there 1S no
relevant audit information of which the auditors are unaware Each such director has taken all reasonable steps to
make himself aware of any relevant audit information and to establish that the auditors are aware of that
information

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

This report was approved by the Board of Directors on 30 July 2010

KA Sayers
Company Secretary M
30 July 2010 C E S )
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Statement of Directors’ responsibilities

Directors’ responsibilities for the financial statements

Directors’ responsibilities
The directors are responsible for prepanng the annual report and the financial statements in accordance with
applicable iaw and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
direclors have elecled to prepare the group financial statements in accordance with International Financial
Reporting Standards (IFRSs) as adopted by the European Umion and the company financial statements in
accordance with United Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting Standards
and applicable law) Under company law the directors must not approve the financial statements unless they are
satisfied that they give a true and fair view of the state of affairs of the group and company and of the profit or loss
of the group and company for that period The directors are also required to prepare financial statements in
accordance with the rules of the London Stock Exchange for companies trading secunties on the Alternative
Investment Market

In preparnng these financial statements, the directors are required to
»  select sutable accounting policies and then apply them consistently,
+  make jJudgements and accounting estimates that are reasonable and prudent,

+ state whether they have been prepared in accordance with IFRSs as adopted by the European Union,
subject to any matenal departures disclosed and explained in the financial statements,

« prepare the financial statements on the going concern basis unless it 1s inappropnate to presume that the
company will continue In business

The directors are responstble for keeping adequate accounting records that are sufficient to show and explain the
company's transactions and disclose with reasonable accuracy at any time the financial position of the company
and enable them to ensure that the financial statements comply with the requirements of the Companies Act 2006
They are also responsible for safeguarding the assets of the company and hence for taking reasonable steps for
the prevention and detection of fraud and other irregulanties

Website publication

The directors are responsible for ensunng the annual report and the financial statements are made available on a
website Financial statements are published on the company’s website in accordance with legislation in the United
Kingdom governing the preparation and dissemination of financial statements, which may vary from legislation in
other junsdichions The maintenance and integnty of the company’s website 1s the responsibility of the directors
The directors’ responsibility also extends to the ongoing integnity of the financia! statements contained therein
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Corporate governance

The board s committed to high standards of corporate governance so that the Company's management
procedures are transparent and clearly understood by those who work within the Company, and by those who
investin it

The Board

The aim of the Board 1s to funchon at the head of the Company’s management structures, leading and controlling
Its activities and setting a strategy for enhancing shareholder value Regular strategy meetings are held to review
the Group's forward planning — vital 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 committee

The Chairman and the Managing Director

These tasks are carmed out by different individuals 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 1s aware of the ideas
and actions of the other

Internal control

The Board has overall responsibility for ensuring that the Group mamtains systems and mternal financral controls
that provide them with reasonable assurance regarding the financial information both for use within the business
and for external publication, and that the assets are safeguarded

An ongoing process has been established for identifying, evaluating and managing the principal 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 statements The Board regularly reviews the process

Audit committee
The Board collectively undertakes the functions of 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
corporale governance, financial reporting and internal control {ts duties include maintaining an appropriate
relationship with the Company's auditors, keeping under review the scope and results of the audit and its
effectiveness

The Audit Comnutiee has sole responsibility for assessing the independence of the external auditors, BDO LLP
The committee has had due regard to the document published in May 2003 by the Institute of Chartered
Accountants in England and Wales {(ICAEW) “Rewviewing Auditors Independence guidance for audit committee”
Each year the committee undertakes to seek reassurance that the external auditers are independent

Remuneration committee

This committee {(Remcom), which meets at least twice a year, 1s chaired by Ken Ford, the Board collectively
undertakes the funcion of Remcom The Board has adopled a set of operational rules for Remcom which will be
avallable for inspection at the AGM

The Directors’ Remuneration Report is on page 10

Going concern

After making appropriate enquinies, the directors consider that the Company has adequate resources to continue
in operational existence for the foreseeable fulure For this reason, they continue to adopt the going concern basis
in preparning the financial statements
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Directors’ remuneration report

This report sets out the remuneration policies for the Group's executive directors It should be read in conjunction
with details of directors’ remuneration in note 7 which forms part of the audited financial statements The members
of the remuneration committee (Remcom) are 1dentified on page 9

The members of Remcom are independent of conflicts of interest ansing from day to day runming of the
business Remcom makes recommendations to the Board No director 1s involved in discussions about his
own remuneration

Remuneration policies
Remcom recommends to the Board a framework for executive remuneration Remcom determies specific
packages for each executive director including pension nghts and compensation payments

The general philosophy underlying the Group's remuneration policy for executive directors 1s the same as that
apphied to all seruor employees in order to 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 expenence, responsibility and performance

Bonuses

Bonuses may be awarded at Remcom’s discretion depending on Company performance and profits within the
relevant business area

Share schemes
Detalls of all Company share schemes appear in note 21 to the financial statements

Mark de Lacy and Kern Sayers were granted options on 2,070,530 each shares exercisable at 1 25p per share
pursuant to the Highams EMI Share Option Scheme

The vesting of 50 per cent (2,070,530) of these options was contingent on the following condition, the gross profit
of the Group for the year ended 31 March 2010 exceeds the gross profit for the year ended 31 March 2008 by 10
per cent The balance of the options are exercisable following the approval of the audited consolidated accounts of
the Company for the financial year ending 31 March 2010 50 per cent of these options have now lapsed as the
conditbon of Increased gross profit was not met for the year

The options were granted by Remcom on 21 November 2008, the share price was 1 25p

Pensions

The group operates a defined contribution pension schermne, the contributions to which are set out In note 7 to the
financial statements

Service contract of the executive directors

Mark de Lacy and Kern Sayers have service agreements termmable by the Company ar by the executives of not
less than six months notice

Non-executive directors

Non-executive directors receive an annual fee in respect of therr duties The fees are reviewed annually and are
set by the Board Therr contracts are immediately terminable

KA Sayers

Company Secrelary W GL«./«Q,\
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Independent auditor’s report

To the members of Highams Systems Services Group plc

We have audited the financial statements of Highams Syslems Services Group plc for the year ended 31 March
2010 which comprise the Consolidated Income Statement, the Consolidated Statement of Comprehensive Income,
the Cansolidated Balance Sheet, the Consoldated Statement of Changes in Equity, the Consolidated Statement of
Cash Flow and the related notes The financial reporting framework that has been applied in the preparation of the
group financial statements 1s applicable law and International Financial Reporting Standards (IFRSs) as adopted
by the European Union The financial reporting framework that has been applied in preparation of the parent
company financial statements 15 applicable law and United Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice)

This report 1s made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Comparies Act 2006 Our audit work has been undertaken so that we might state to the company’s members
those matters we are required to state to them in an auditor's report and for no other purpose To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the company and the company’s
members as a body, for our audit work, for this report, or for the opimions we have formed

Respective responsibilities of directors and auditors

As explained more fully in the statement of directors’ responsibilibes, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view Our responsibility
15 to audit the financial statements in accordance with applicable law and International Standards on Auditing (UK
and treland) Those standards require us to comply with the Auditing Practices Board's (APB's) Ethical Standards
for Auditors

Scope of the audit of the financial statements

An audit Involves obtaming evidence about the amounts and disclosures in the financial statements sufficient to
give reasonable assurance that the financial statements are free from matenal rsstatement, whether caused by
fraud or error This Includes an assessment of whether the accounting policies are appropriate to the group’s and
the parent company's circumstances and have been consistently applied and adequately disclosed, the
reasonableness of significant accounting estimates made by the directors, and the overall presentation of the
financial statements

Opwion on financial statements
In our opinion

« the financial statements give a true and fair view of the state of the group’s and the parent company's affairs as at

31 March 2010 and of the group's profit for the penod 31 March 2010 then ended,

« the group financial statements have been properly prepared in accordance with IFRSs as adopted by the
European Union,

« the parent company's financial statements have been properly prepared in accordance with United Kingdom
Generaily Accepted Accounting Practice, and

» the financial statements have been prepared in accordance with the requirements of the Companies Act 2006
Opinion on other matters prescnbed by the Companies Act 2006

In our opinion the information given in the directors’ report for the financial period for which the financial
statements are prepared 1s consistent with the financiat statements
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Independent auditor’s report conunved

To the members of Highams Systems Services Group plc

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report
to youif, In our opimon

» adequate accounting records have not been kept by the parent company, or returns adequate for our audit have
not been receved from branches not visited by us, or

+ the parent company financial statements are not in agreement with the accounting records and returns, or
« certain disclosures of directors’ remuneration specified by law are not made, or

+ we have not received all the information and explanations we require for our audit

James Roberts (senior statutory auditor)

For and on behalf of BDO LLP, statutory auditor

Gatwick

United Kingdom

30 July 2010

BDO LLP 1s a hmited liability partnership registered in England and Wales (with registered number OC305127)
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Consolidated income statement

For the year ended 31 March 2010

2010 2009
Note £'000 £'000

Revenue 4 7.546 10,533
Cost of sales (6,280) {8,768)
Gross profit 1,266 1,765
Administrative costs {1,125) (2,082)
Operating profit/(loss) 141 (317)
Finance income Sa - 4
Finance costs Sbh (10) (57)
Profit/{loss) before tax 131 {370}
Tax credit 9 101 -
Profit{loss) for the period attributable to equity shareholders 232 (370
Profit/(loss) per share
Basic profit/({loss) per share from continuing operations 10 0 34p {077)p
Diluted profit per share from continuing operations 10 0 33p -

All of the above relate to continuing operations
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Consolidated statement of
comprehensive income
For the year ended 31 March 2010
2010 2009
£'000 £000
Profit/(loss) for the penod 232 (370)
Foreign currency translation diference 1 (1)
Total comprehensive income for the period
attributable to equity shareholders 233 (371)
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Consolidated balance sheet

At 31 March 2010
Company number 1700310

2010 2009
Note £'000 £000

Assets
Non-current assets
Intangible assets 11 - 3
Property, plant and equipment 12 7 12
Deferred tax asset 17 101 -
Total 108 15
Current assets
Trade and other receivables 13 1,291 1,343
Cash and cash equivalents 4 -
Total 1,295 1,343
Total assets 1,403 1,358
Current Liabilities
Trade and other payables 14 (876) (1,039)
Borrowings 15 {231) (256)
Total {1,107) {1,295)
Net Assets 296 63
Equity
Share caprtal 20 1,597 1,597
Share premium account 1,239 1,239
Merger reserve a0 90
Employee share benefit trust reserve (61) (61)
Currency reserve 4 3
Retained earnings (2,573) (2,805)
Total Equity 296 63

The financial statements were approved and authorised for Issue by the Board of directors on 30 July 2010

K A Sayers, Director J E Higham, Director

T2 44
- I
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Consolidated statement of changes in equity

As at 31 March 2010

Employee
Share Share Merger share benefit Currency Retained Total
capital premium reserve reserve resenve earnings equity
£000 £'000 £600 £000 £'000 £'000 £ 000
Al 1 Apnl 2008 1,594 679 90 (61) 4 (2,435} (129)
Issue of new shares 3 647 - - - - 650
Associated cost of new shares 1Issued - {(87) - - - - (87)
Currency adjustmenis - - - - (1) - (1)
Loss for the year - - - - - (370) (370)
At 1 Apnl 2009 1,597 1,239 90 (61) 3 {2,805) 83
Currency adjustments - - - - 1 - 1
Profit for the year - - - - - 232 232
At 31 March 2010 1,597 1,239 a0 {61) (2,573) 296
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Consolidated statement of cash flow

For the year ended 31 March 2010

2010 2009
£'000 £000
Operating activities
Profit{loss) for the year before tax 131 (370)
Depreciation of property, plant and equipment 5 10
Amortisation of intangible assets 3 8
Net finance costs 10 53
Changes n trade and other recevables 52 930
Change in trade and other payables (162) (198}
Net cash generated by coperating activities 39 433
Cash flows from investing activities
Purchase of property, plant and equipment - (10)
Purchase of intangible assels - -
Proceeds of property plant and equipment - 7
Interest recewved - 4
Net cash generated by investing activities - ]
Financing activities
Increase/decrease 1n borrowings 94 (890)
Proceeds from issue of share capital - 650
Associated cosl of share 1ssue - (87}
Interest paid (10) (&7}
Net cash from financing activities 84 (384}
Net changes 1n cash and cash equivalents 123 50
Cash and cash equivalents, beginmung of year (119) (169)
Cash and cash equivalents, end of year 4 {119}
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Notes to the financial statements

For the year ended 31 March 2010

1 Nature of operations and general information

Highams Systems Services Group plc and its subsidianies’ principal activity Is the provision of contract and
permanent IT and business related recruitment services, mamly in the insurance, investment management and
financial sectors

Highams Systems Services Group plc, a imited liability company, 1s the Group's ullimate parent company Itis
registered in Engltand and Wales The address of Highams Systems Services Group plc’s registered office, which
IS also iis principal place of business, 1s Quadrant House, 33/45 Croydon Road, Caterham, Surrey CR3 6PB The
details of subsidiary undertakings are listed in Note 6 to the Company Financial Statements

Highams Systems Services Group plc's shares are listed on the London Stock Exchange's Alternative Investment
Market {AIM} Highams Systems Services Group plc’'s consolidated full year financial statements are presented in
Bnitish pounds (£), which Is also the functional currency of the ultimate parent company

2 Accounting policies

Basis of preparation
The consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRS) as adopted by the EU

The financial statements have been prepared under the histoncal cost convention The principal accounting
policies of the group are set out below

The group has taken advantage of certain exemptions available under IFRS1 First tme adoption of Internationat
Financial Reporting Standards The exemptions are explained under the respective accouniing policy

The accounting policies that have been apphed in the opening balance sheet have also been appled throughout
all periods presented In these financial statements

Going concern
The financial statements have been prepared on a going concern basis As at 31 March 2010 the group had net
assets of £296,000 I incurred a profit for the year of £232,000

In considering the appropnateness of the going concern assumption the directors have taken into consideration
1 Monthly operating and cash flow forecasts, and
2  Facities availlable to the group,

The group has funding arrangements with its principal banker, linked to receivables, which expired 1in March 2010
The directors have been able to renew these facilities on a revolving basis and on similar terms

The directors are therefore confident that the group will be able to continue as a going concern No adjustments
have been made to the carrying values of both assets and habilities that would be required were the going concern
assumption inappropnate

Basis of consohdation
The group financial statements consolidate those of the company and alt of its subsidiary undertakings drawn up
to 31 March 2010 Subsidanes are entities over which the group has the power to control the financial and

operaling policies sc as to obtain benefits from its activities The group obtains and exercises control through
voting nghts

Unrealised gains on transactions between the group and its subsidiaries are eliminated Unrealised losses are also
eliminated unless the transaction provides evidence of an impairment of the asset transferred
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Acguisitions of subsidiaries are dealt with by the purchase method The purchase method mvolves the recognition
at farr value of all identifiable assets and habilittes, including contingent liabiiies of the subsidiary, at the
acquision date, regardless of whether or not they were recerded in the financial statements of the subsidiary prior
to acquisition On initial recognition, the assets and habilittes of the subsidiary are included in the consolidated
balance sheet at therr fairr values, which are also used as the bases for subsequent measurement in accordance
with the group accounting polictes Goodwill 1s stated after separating out identifiable intangible assets Goodwill
represents the excess of acquisiion cost over the fair value of the group’s share of the identifiable net assets of
the acquired subsidiary at the date of acquisition

The group has elected not to apply IFRS 3 Business Combinations retrospectively to business combinations prior
to 1 Apnl 2006

Accardingly the classification of the combination (acquisition, reverse acquisition or merger) remains unchanged
from that used under UK GAAP The carrying amount of capitalised goodwill at 31 March 2006 that arose on
business combinations accounted for using the acquisition method under UK GAAP was frozen at thuis amount

Revenue

Revenue represents amounts recervable for services provided during the accounting pernod net of trade discounts
and value added tax Revenue in respect of contract placements is recognised in the penod in which the
contractor undertakes the work Revenue in respect of permanent placements i1s recognised in the period in which
a placement commences work

Goodwll
Goodwill represents any excess of the cost of acquisihon over the fair value of the identifiable assets and habilities

acquired for acquisitions after 31 March 2008, together with goodwill recognised on transition to IFRS on 1 April
2006

Goodwill 1s tested annually for impairment and 1s carned at cost less accumulated impairment losses

Other intangible assets
Computer software included at cost 1s amortised on a straight line basis over its useful economic life of two years
The amortisation charge 1s shown within administrative expenses

Property, plant and equipment

Property, plant and equipment are stated at cost net of accumulated depreciation and any provistwon for
impairment Depreciation s provided at rates calculated to wnte off the cost, less estimated residual value, of
property, plant and equipment over their eshmated useful lives at the following rates

Leasehold improvements — over remaming penod of lease on a straight-line basis
Computer equipment - 50% per annum on a straight-line basis

Fumiture, fitings and office equipment  — 25% per annum on a straight-ine basis

Motor vehicles — 25% per annum on a reducing balance basis

Impairment testing of goodwill, other intangible assets and property, plant and equipment

imparrment tests on intangible assets with indefinite useful economic lives are undertaken annually on 31 March
Other non-financral assets are subject to imparment tests whenever events or changes in circumstances indicate
that the carrying amount may not be recoverable Where the carrying value of an asset exceeds its recoverable
amount the asset is wrnitten down immediately
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2 Accounting policies continued

Leased assets
Rentals under operating leases are charged to the income statement on a straight-line basis over the lease term
All of the Group's current leases are operating leases

Taxation
Current tax 1s the tax currently payable based on taxable profit for the year

Deferred tax assets and labihties are recognised where the carrying amount of an asset or iability in the balance
sheet differs to its tax base, except for differences arsing on

« the imbal recognition of goodwill,

« the mitial recognition of an asset or iiability in a transachon which 1s not a business combination and at the
time of the transaction affects neither accounting nor taxable profit, and

« investments in subsidranes and jointly controlled entities where the group 1s able to control the timing of the
reversal of the difference and 1t 1s probable that the difference will not reverse In the foreseeable future

Deferred tax assets are recogrused In the balance sheet only where it 1s probable that taxable profit will be
avallable against which the difference can be utihsed

Deferred taxation 1s measured at the tax rates that are expected to apply in the periods in which the asset 1s
realised or the lability 1s settled, based on tax rates and laws that have been enacted or substantively enacted at
the balance sheet date

Foreign currencies

Transactions entered into by Group entiies in a currency other than the currency of the pnmary economic
environment in which it operates (the “functional currency”) are recorded at the rate of exchange at the time of the
transaction Monetary assets and habilities denominated in foreign currencies at the balance sheet date are
reported at the rates of exchange prevailing at that date Exchange differences ansing on the retranslation of
unsettled monetary assets and labiities are recognised immediately in the income statement

On consolidation the results of overseas operations are translated into sterfing at rates approximating to those
ruling when the transactions took place All assets and habilities of overseas operations are translated at rates of
exchange ruling on the balance sheet date Exchange differences ansing from this policy are recognised directly In
the currency reserve

The group has taken advantage of the exempticn in IFRS 1 and has deemed cumulative translation differences for
all foreign operations to be nil at the date of transition to IFRS The gain or loss on disposal of these operations
excludes translation differences that arose before the date of transition to IFRS and includes later translation
differences

Pension costs
The Group operates a defined contribution pension scheme The pension cost expensed to the income statement
represents contnbutions payable by the Group to the pension scheme in the penod

Financial assets
All of the Group’s financial assels are categonsed as loans and receivables

The Group's financial assets comprise trade receivables, other receivables, cash and cash equivalents Trade and
other recevables are measured inihially at fair value and subsequently at amortised cost Appropriate allowances
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for estimated rrecoverable amounts are recognised in profit and loss when there is objective evidence that the
asset s impawred

Financial habilities

Financial hlabiiies are obligations to pay cash or other financial assets and are recognised when the group
becomes a party to the contractual provisions of the instrument The Group's financial habilities compnse trade
payables, other payables, and an interest bearing confidential iInvoice discounting facility All financial habilittes are
measured intially at farr value and subsequently at amortised cost

Cash and cash equivalents
Cash and cash equivalents compnse cash at bank and in hand Bank overdrafts are included within current
habilities unless there 1s a nght of offset with cash balances

Employee share benefit trust

The cost of the company's shares held by the employee share benefit trust 1s deducted from equity in the
consolidated balance sheet Any cash received by the employee share benefit trust on disposal of the shares it
hotds 1s also recognised directly in equity Other assets and liabilihes of the employee share benefit trust,
(ncluding borrowtngs) are recognised as assets and habilities of the group Any shares held by the emplioyee
share benefit trust are treated as cancelled for the purposes of calculating earnings per share

Share-based payments

Where share options are awarded to employees, the fair value of the options al the date of grant is charged to the
income statement over the vesting period Non-market vesting conditions are taken into account by adjusting the
number of equity instruments expected to vest at each balance sheet date so that, ultimately, the cumulative
amount recogrised over the vesting penod ts based on the number of options that eventually vest Market vesting
conditions are factored into the fair value of the options granted As long as all other vesting conditions are
satisfied, a charge 1s made irrespective of whether the market vesting conditions are satisfied The cumulative
expense Is not adjusted for fallure to achieve a market vesting condition

Where the terms and condittons of options are medified before they vest, the increase n the fair value of the
ophions, measured immediately before and after the modification, 1s also charged to the income statement over the
remaming vesting period

Equity
Equity comprises the following
+ “Share capital” represents the nominal value of equity shares

e “Share premium” represents the excess over nominal value of the far value of consideration received for
equity shares, net of expenses of the share 1ssue

= “Merger reserve” represents the difference between the value of shares and the nominal value in accordance
with the requirements of Merger Relief under the Companies Act

+ “Employee share benefit trust reserve” represents the cost of the company's shares held by the employee
share benefit trust

«  “Currency reserve” represents the differences arising from translation of investments in overseas subsidianes

* ‘“Retained earnings” represents relamed profits less accumulated losses
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2 Accounting policies continued

Standards and interpretations currently in 1ssue but not yet effective

Accounting standards are continually updated with new and revised requirements having been 1ssued that take
affect In subsequent accounting periods The directors are of the opinion that all such published amendments and
nterpretations to existing requirements are unlikely to matenally impact the group, with the possible exception of
IFRS 3 Revised 'Business combinations’ Key amongst the changes brought in by this standard are that for any
future acquisition it will be necessary to write off all acquisition costs and to recognise all identified intangibles
even If their fair value on acquisition cannot be measured reliably However, it will not be necessary to restate any
acquisitions made m earlier periods on this basts

3. Critical accounting judgements and estimates

In preparing the financial statements it 1s necessary for the directors to make estimates and judgements about the
future The key assumption made by the directors in the preparation of the financial statements this year concerns
the recognition for the first ime of a deferred tax asset In previous years, due to losses made by the group, it was
felt thai there was nol sufficient evidence to warrant the recogrition of an asset based on the taxable benefil
associated with these assets However, now that the group has started to make profits it 1s able to relieve some of
those losses in determining Its current lax payable for the year, which 1s why 1t 1s anticipated there will be no
current tax hability despite making profits in the current year Furthermore, because the directors are confident of
continued profitability it is considered appropriate to recognise a deferred tax asset for the fulure relief of the
group's remainmg losses, with the amount recognised based on formalised budgets However, the actual amount
of losses that will be relieved in future will be driven by the group’s actual profitability {including periods beyond
those for which formal budgets are prepared) and therefore the amount of the deferred tax asset recognised this
year may be greater or smaller than the actual benefit accruing to the group Detalls of the group’s provided and
un-provided deferred tax position are shown in note 9 and 17

4 Operating Segments
Operating segments are components of an entity about which separate financial nformatton 1s available that 1s

evaluated regularly by the chief operating decision maker n deciding how tc allocate resources and in assessing
performance

There 1s one pnimary business segment being the provision of contract and permanent IT and business
recruttment services

The Group also makes sales to Europe An analysis of sales revenue by geographical market 1s given below

Revenue by destination

2010 2009

£000 £000

United Kingdom 5,441 8,600
Belgium 2,105 1,933
7,546 10,533

All of the group’s non current assets are located mn s country of domicile

Transactions with the Group's largest customer equates to 28 per cent of the Group’s revenue,
(2009 18 per cent)
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5 Finance costs

(a) Finance income

2010 2009
£'000 £'000
Bank deposit interest - 4
(b) Finance costs
2010 2008
£'000 £'000
invoice discounting facility 9 55
Other 1 2
10 57
6 Employees’ remuneration
(a) Staff costs
Staff costs, including Executive Directors, dunng the year were as follows
2010 2000
£'000 £000
Wages and salanes 588 1,045
Social secunty costs 55 115
Other pension costs 2 25
645 1,185
(b} Staff numbers
The average number of persons employed dunng the year were as follows
2010 2009
Number Number
Sales 1 18
Finance and administration 3 5
Management 4 5
18 28
7. Directors’' remuneration
Aggregate remuneration
The total amounts for directors’ remuneration and other benefits were as follows
2010 2009
£000 £000
Emoluments 125 199
Compensation for loss of office - 30
Money purchase pens:on contrnibutions 1 13
126 242
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7. Directors’ remuneration continued

(a) Directors Remuneration

Money

purchase

Fees/basic Taxable Total Severance pension
salary benefits emoluments payment contributions Total
2010 2010 2010 2010 2010 2010
£'000 £000 £'000 £'000 £'000 £'000
M de Lacy 64 - 64 - 1 65
K Sayers 46 6 52 - - 52

Non executive

J Higham - - - - - -
K Ford 9 - 9 - - 9
Aggregate emoluments 119 6 125 - 1 126

Money

purchase

Fees/basic Taxable Total Severance pension
salary benafits emoluments payment contnbutions Total
200% 2009 2008 2009 2008 2009
£000 £ 000 £000 £'000 £000 £'000
M de Lacy {appointed 30 Sept 2008} 47 - 47 - 4 51
K Sayers (appointed 30 Sept 2008) 25 6 31 - 1 32
D Pye {resigned 30 Sept 2008) a4 - 94 - - 94
E | Andrews {resigned 30 Sept 2008} - 6 6 30 8 44

Non executive

J Higham 8 1 9 - - 9
K Ford (appointed 24 Oct 2008) 4 - 4 - - 4
A Howarth (resigned 30 Sept 2008) 8 - 8 - - 8
Aggregate emoluments 186 13 199 30 13 242

The highest paid director was Mark de Lacy (2009 Dave Pye)

M de Lacy and K Sayers are employed under a service agreement which can be terminated at any time by either
the director or the company giving six months’ prior notice The services of K Ford and JE Higham are secured by
letters of appointment, and these appointments can be terminated by the Company 1n general meeting at any time

(b) Directors’ pension entitlements

During the year, two directors were members of money purchase pension schemes (2009 two) Contributions pard
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 (5 to 7)
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8 Profit on ordinary activities before taxation

The profit on ordinary activities before taxation 1s stated after charging

2010 2009
£000 £000
The analysis of auditor’s remuneration is as follows
Audit fees payable to the Company's auditor for the audit of
Company annual accounts 6 6
Group annual accounts 10 10
16 16
Other fees payable to the Company’s auditors
Subsidiary companies 8 9
Tax comphance 3 4
Tax advisory - -
27 29
Amortisation of intangibles 3 8
Depreciation of property, plant and machinery 5 10
Foreign exchange gain - (31)
Operating lease rentals
Property 71 71
Plant and equipment 5
9. Income tax expense
2010 2009
£'000 £000
Compnsing
Current tax charge/{credit) for penod - -
Deferred tax asset (101) -
(101) -

The relabonship between the expected tax expense based on the effective tax rate of the Group at 28 per cent
(2009 28 per cent ) and the tax expense actually recogrused i the income statement can be recoenciled as
follows

2010 2009
£'000 £000
Result for the year before taxation 131 (370}
Expecled tax expense 7 {104)
Expenses not deductible for tax purposes 3 3
Differences between capital allowances and depreciation - -
Expenses not deductible relating to impairment of goodwill - -
Utiisation of tax losses (50} (6)
Losses carned forward 10 107

Current tax expense, net - -

Please refer to note 17 for information on the entity's deferred tax assets and liabilities
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10. Profit/(loss) per share
2010 2009
Weighted Weighted
average average
number of Profit Profit/ number of Loss
Profit shares per share {loss) shares per share
£000 ‘000 P £'000 ‘000 p
Basic profit/(loss) per share 232 68,834 034 (370) 47,770 (077)
Diluted profit per share 232 69,867 033 - - -

The weighled average number of shares excludes 183,953 (2009 183,953) shares held by the Employee Share

Benefit Trust

There Is no difference in 2009 between the basic and diluted profit/(loss) per share

11. Other intangible assets

The amounts recognised in the balance sheet relate o the following

2010 2009
£000 £'000
Software
Cost
At 1 Apnil 80 80
Addittons - -
At 31 March 80 80
Amortisation
At 1 Aprl 77 69
Charge in year at 31 March 3 8
80 77

Net book amount
At 31 March
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12. Property, plant and equipment

Furniture
fitings and
Improvements Computer office Motor
to property equipment equipment vehicles Total
£000 £000 £000 £000 £000
Cost
At 1 April 2009 75 89 61 - 225
Additions - - - - -
Disposals - - - - -
At 31 March 2010 75 89 61 - 225
Deprectation
Al 1 April 2009 74 78 61 - 213
Charge for the year 1 4 - - 5
Disposals - - - - —
At 31 March 2010 75 82 61 - 218
Net book value
31 March 2010 - 7 - - 7
Furniture
fitings and
Improvements Computer office Motor
to property equipment equipment vehicles Total
£000 £'000 £000 £ 000 £'000
Cost
At 1 Apnl 2008 75 79 61 34 249
Additions - 10 - - 10
Disposals - - - (34) (34)
At 31 March 2009 75 89 61 - 225
Depreciation
1 April 2008 73 69 61 26 229
Charge for the year 1 9 - - 10
Disposals - - - (26) (26)
At 31 March 2009 74 78 61 - 213
Net book value 31 March 2009 1 ek — - 12
13 Trade and other receivables
2010 2009
£000 £'000
Trade recevables 1,202 1,161
Other receivables 9 12
Prepayments and accrued income 80 170
1,291 1,343
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13. Trade and other receivables continued

All amounts are short-term The carrying value of trade recevables 1s considered a reasonable approximation of
fair value All of the receivables have been reviewed for indicators of impairment and no provision (2009 £nil) has

been considered necessary

Some of the unimpaired trade receivables are past due as at the reporting date The age of frade receivables past

due but not impaired 1s as follows

2010 2009
£'000 £000
More than one month but not more than 3 months 177 234
More than 3 months but not more than 6 months 1 1
More than & menths but not more than 1 year - -
More than one year 1 -
179 235
14 Trade and other payables
2016 2009
£000 £000
Trade payables 517 703
Other taxes and social security costs 64 103
Other payables 194 55
Accruals and deferred income 101 178
876 1,039
All amounts are short-term The carrying values are considered to be a reasonable approximation of fair value
The contractual maturity of trade payables is as follows
2010 2009
£000 £000
0 to 30 days 461 619
31to 60 days 27 50
61 to 120 days 29 34
517 703
All other financial habilities including borrowings are repayable on demand
15 Borrowings
2010 2009
£'000 £000
Current liabilities
Bank overdrafts - 119
Invoice discounting 231 137
231 256

The Group has a confidential Invoice discounting facility of £2,000,000 (2009 £2,000,000) The facility 1s Group

cross guaranteed
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16. Leases

Operating leases
The Group leases offices and equipment under non-cancellable operating leases The total mintmum lease
payments under non-cancellable operating leases are as follows

2010 2009

Land and Land and
buildings Other builldings Other
£'000 £°000 £000 £000
Within one year - 2 77 41
After one year and less than five years 75 105 - -
After 5 years -~ - - -
75 107 77 41

Lease payments recogrised as an expense durng the year amount to £76,630 (2009 £77,012) No sublease
income 1s expected as all assets held under lease agreements are used exclusively by the Group

The rental contract for the office building rented since July 2000 at Caterham has a lease which expired in March
2010 The lease has been renewed for a further 5 years, which includes a rent free penod, reduced rent and with a
break clause after year three

Operating lease agreements do not contain any contingent rent clauses None of the operating lease agreements
contain renewal or purchase options or escalation clauses or any restrictions regarding further leasing

17 Deferred tax

Deferred tax recogmsed in the financial statements 1s set out below

2010 2009
£'000 £000
101 -

In accordance with 1AS 12 “Income Taxes”, the deferred tax asset has been recognmsed to the extent that trade
losses will be recoverable against profits in the foreseeable future

The temporary differences for which the deferred tax asset has not been provided in the financial statements 1s set
out below

2010 2009

£ £

Losses 1,972,829 2,475,932
Accelerated capital allowances 116,080 109,114

2,088,909 2,585,046

18 Related party transactions and controlling related party
The Group's related parties compnse its Board of Directors Details of the directors’ remuneration are given in
note 7 There were no other related party transactions
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19 Financial risk management objectives and policies

Financial instruments

The Group uses vanous financial Instruments, these include cash and cash equivalents, and various items such as
trade recevables and trade payables that anse directly from its operations The main purpose of these financial
instruments 1s to raise finance for the company’s operations

The main nsks ansing from the company's financial instruments are interest rate nsk, hquidity nsk, credit nsk and
currency nsk The Board reviews and agrees policies for managing each of these nsks and they are summarnised
below

Interest rate nsk
The group finances its operations through a mixture of retained profit, bank borrowings and invoice discounting
The group borrows in pounds sterling and euros through the invoice discounting facility \

Cash deposits are non-interest bearing unless placed on money markets at over night rates The overdraft
balances are offset against cash deposits in accordance with the facility and 1s managed such that no interest cost
1s ncurred  The invoice discounting faciliies are charged at 1 65 per cent above the UK base rate The group is
therefore exposed to changes In interest rates pnimanly through its invoice discounting faciity If the UK bank base
increased by 1 per cent finance cost would increase by £4,500 (2009 £12,000)

Liguidity risk

The group manages its iguidity needs by carefully momitoring cash outflows due in day-to-day business Liquidity
needs are monitored in various time bands including on a day-to-day and week-to-week basis, a&s well as on a
monthly basis As at 31 March 2010 all of the Group's financial habilities are contractually due within 6 months of
the balance sheet date The majority of working capital 1s provided through the invoice discounting facility,
additional draw down of these payments are directly related to the trade receivables The Group’s liquidity needs
are assessed periodically

Capital management pohcies and procedures

The Group’s capital management objectives are

» toensure the Group’s ability to continue as a going concern, and
+ to provide an adequate return to shareholders

by pricing its offerings commensurately with the level of nsk

The Group momitors capital on the basis of the carrying amount of equity less cash and cash equivalents as
presented on the face of the balance sheet Capital for the reporting years under review 1s summarised as follows

Although Highams Systems Services Group plc 1s not constrained by any externally imposed capital requirements,
its goal 1s to maximise s capital-to-overall financing structure ratio

The Group sets the amount of capital in propoertion to its overall financing struclure and manages its capital
structure and makes adjustments 1o it in the hght of changes in econemic conditions and the nsk characteristics of
the underlying assets
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2010 2009
£'000 £000
Capital
Total equity 296 63
296 63
Overall financing
Total equity 296 63
Plus net borrowings 227 256
523 319
Capital-to-overall financing ratio 56 6% 19 7%

Credit nsk
The Group's principal financial assets are cash deposits and trade recevables Risks associated with cash
deposits are low as they are held at banks with high credit ratings assigned by international credit rating agencies

The principal credit nsk hes with trade receivables In order to manage credit nisk the directors set imits for
customers based on a combination of payment history and third party credit references Credit imits are reviewed
on a regular basis in conjunction with debt ageing and collection history The group has histonically not suffered
from sigrificant bad debt problems Although the Group's principa!l bankers are The Royal Bank of Scotland, the
Group's invoice discounting facility 1s held with Lloyds TSB Commercial Finance

Currency nisk
The Group trades within European markets These transacttons are generally prniced and invoiced in euros

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 of the transactions concerned
The exposures which relate only to the sales ledger balance, purchase ledger balance and cash at bank were as
foltows

2010 2009
£:000 £000
Euros (net asset} 229 181

The effect of a 25¢ strengthening of the Euro against Sterling at the reporting date on the Euro-denominated trade
payables, trade debtors and cash at bank carned at that date would, all other variables held constant, have
resulted n a decrease In post-tax profit for the year and decrease of net assets of £41,000 (2008 £33,000)

A 25¢c weakening In the exchange rate would, on the same basis, have increased post-tax profit and increased
net assets by £63,000{2008 £51,000)
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19 Financial nsk management objectives and policies continued

Summary of financial assets and habilities by category

The carrying amounts of the Group's financial assels and habilties as recognised at the balance sheet date of the
years under review may also be categonsed as follows

Cash, Total for
loans and Non financial Financial Non financial kalance sheet
receivables assets habilitres liabiities heading
2009 2009 2009 2009 2009
£000 £'000 £'000 £000 £'000
Balance sheet headings
Trade recewvables 1,202 - - - 1,202
Cash at bank 4 - - - 4
Other receivables 9 - - - 9
Prepayments - 80 - - 80
Trade payables - - (517) - {(517)
Other taxes and social secunty cosis - - - (64) (64)
Other payables - - {194) - {194)
Accruals - - {101) - {101)
Borrowings - - (231) - (231)
Total 1,215 80 (1,043) (64) 188
Cash Total for
Ipans and Non financial Financial Nen finangial balance sheet
recevables assets habilijies flabilities heading
2009 2009 2009 2009 2008
£000 £000 £000 £ 000 £000
Balance sheet headings
Trade receivables 1,161 - - - 1,161
Cash at bank - - - - -
Other receivables 12 - - - 12
Prepayments - 170 - - 170
Trade payables - - (703) - (703)
Other taxes and social secunty costs - - - (103) (103)
Other payables - - {55) - (55)
Accruals - - (178) - (178)
Borrowings - - (256) - (256)
Total 1,173 170 {1,192) (103) 43

The farr values of the financial assets and habilihes at 31 March 2010 and 31 March 2009 are not matenally

different from their book values
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20 Share capital

At 31 March At 31 March
2010 2009
£'000 £000
Authorised
442,921,300 Crdinary 5p shares
5,554,741,568 Ordinary 5p Shares subdivided to 0 01p 555 555
31,875,868 Deferred shares at 4 99p 1,591 1,591
2,146 2,146
At 31 March At 31 March
2010 2009
£000 £000
Allotted, called up and fully paid
Crdinary Sp shares
69,018,425 Ordinary 5p shares sub divided to 0 01p 7 7
31,875,568 Deferred shares at 4 89p 1,590 1,580
1,597 1,597
Number Number
Movement in ordinary shares
Total number of shares in 1ssue at beginning of year 69,018,425 31,875,568
Sub division and redesignation - (31,875,568)
Sub division and redesignation to ordinary shares of 0 01p - 31,875,568
Issue of new ordinary Q0 01p shares - 37,142,857
69,018,425 69,018,425
Deferred Shares
Deferred shares of 4 99p 31,875,568 31,875,568

The changes in the share capital took place on 24 October 2008

Each of the ordinary shares of 5p each in the capitai of the Company were sub-divided and redesignated into one

ordinary share of 0 01p each and one deferred share of 4 99p each

Each of the authonsed but un-issued ordinary shares of 5p each in the capital of the company were sub-divided

into 500 New Ordinary Shares

The Company i1ssued 37,142,857 ordinary shares of 0 01p each for cash The premum ansing on each share

was 1 74p

The Deferred Shares do not carry any voting nights and do not entitle the holders to receve any dividend or

other distnbution
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21 Employee share schemes

(a) EM! option scheme

The EM! option scheme was amended with effect from 29 March 2007 in order to reflect legislative changes since
the scheme's creation in 2000 Options over 4,141,080 ordinary shares were granted on 21 November 2008 at an
exercise price of 1 25 pence per share 50 per cent of these options have since lapsed leaving 2,070,530 under
option There are no other optiens in existence

The share based payment expenses for the period and in aggregate 1s immatenal and therefore no further [FR3 2
disclosures are given

(b} Employee Share Benefit Trust

An Employee Share Benefit Trust was established in November 1985 and its Trustees have the power to grant
options to eligible 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 acquired by the eligible employees

The Company did not make any contributions to the Trust duning the year (2009 £nil) The Trust holds 183,953
shares in the Company, with a market value of £5,058 (2009 183,953 shares at a market value of £2,299) These
shares were purchased at a cost of £61,000

No shares have been transferred to employees or were under option as at 31 March 2010 The Trust's only other
asset at 31 March 2010 was cash at bank of £2,368 (2009 £2,368) which 1s included in the Group's balance sheet
as part of cash and cash equivalents The Trust had no habilities

All other options granted in prior years have lapsed and no other types of oplions were granted in the year
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Company balance sheet
At 31 March 2010

Note 2010 2009
£'000 £000
Fixed assets
Tangible assets 5 - 2
Invastments 6 - -
- 2
Current assets
Debtors amount due within one year 7 61 91
Debtors amount due greater than one year 7 1,495 1,607
Cash at bank and in hand 10 -
1,566 1,698
Creditors amount falling due within one year 8 (122) (2186)
Net current assets 1,444 1,482
Total assets less current labilifies being net assets 1,444 1,484
Capital and reserves
Called up share capital 9 1,597 1,587
Share premium account 10 1,239 1,239
Merger reserve 10 297 297
Employee share benefit trust reserve 10 (61) {61)
Profit and loss account 10 {1,628) (1.588)
Shareholders’ funds 1,444 1,484

The financial statements were approved by the Board of Directors and authorised for issue on 30 July 2010

KA Sayers, Director J E Higham, Director

The accompanying notes on pages 36 to 40 are an integral part of these financial statements

SR T
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1. Principal accounting policies

Basis of preparation
The parent company financial statements are prepared under the historical cost convention in accordance with
apphicable United Kingdom accounting standards The particular accounting policies adopted are described below

Tangible fixed assets

Tangible fixed assets are stated at cost net of depreciation and provision for impairment Depreciation 1S provided
on all tangible fixed assets at rates calculated to write off the cost, less estimated residual value, of each asset
over its expected useful ife as follows

Leasehold improvements — over penod of lease

Computer equipment - 50% on cost per annum

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

Motor vehicles — 25% on written down value per annum
tnvestments

Investments are stated at cost less prowision {or impairment

Leased assets

Rentals payable under operating leases beng leases which do not result in the transfer to the company of
substantially all the risks and rewards of ownership of the assets, are charged to the profit and loss account on a
straight hne basis over the lease term

Taxation

Current tax 1s provided at amounts expected to be paid {(or recovered} using the tax rates and laws that have been
enacted or substantively enacted by the balance sheet date Deferred tax 15 recognised in respect of ali timing
differences that have onginated 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 suffictent taxable profits in the future to
absorb the reversal of the underlying timing differences Deferred tax batances are not discounted

Share-based payments

Where share options are awarded to employees, the fair value of the options at the date of grant is charged to the
profit and loss account over the vesting penod Non-market vesting conditions are taken into account by adjusting
the number of equily instruments expected to vest at each balance sheet date so that, ultimately, the cumulative
amount recognised over the vesting perod 1s based on the number of options that eventually vest Market vesting
conditions are factored into the fair value of the options granted As long as all other vesting condibons are
satisfied, a charge is made irrespective of whether the market vesting conditions are satisfied The cumulalive
expense Is not adjusted for failure to achieve a market vesting condition Where the terms and conditons of
options are modified before they vest, the increase In the farr value of the options, measured immediately before
and after the medification, 1s also charged to the profit and loss account over the remaining vesting perod

Foreign currencies

Transactions in foreign currencies are recorded at the rate of exchange at the ime of the transaction Monetary
assets and habiliies denominated in foreign currencies at the balance sheet date are reported at the rates of
exchange prevailing at that date or, if appropniate, at the forward contract rate Any gain or loss ansing from a
change 0 exchange rates subsequent to the date of the transaction 15 included as an exchange gam or loss in the
profit and foss account
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2 Directors' remuneration

Directors’ remuneration has been disclosed within the directors report and Note 7 of the group financial

statements

3. Auditors’' remuneration

Auditors' remuneration attributable to the company 1s as follows

2010 2009
£'000 £'000
Audit fees — statutory audit 6 6

4 Loss for the financial year

The parent Company has taken advantage of section 408 of the Companies Act 2006 and has not included its own
profit and loss account in these financial statements and 1s reporting under UK GAAP The loss for the financial

year was £40,198 (2009 Loss of £583,346)

5. Tangible fixed assets

Furniture, fitings

Leasehold Computer and office Motor
improvements equiprnent equipment vehicles Total
£'000 £000 £000 £000 £000
Cost
At 1 April 2009 75 70 52 - 197
Additions - - — - -
Ohisposals - - - - -
At 31 March 2010 75 70 52 - 197
Depreciation
At 1 April 2009 73 70 52 - 195
Provided in the year 2 - - - 2
Eliminated on disposals - - - - -
At 31 March 2009 75 70 52 - 197
Net book amount
At 31 March 2010 - - - - -
At 31 March 2009 2 - - - 2
6 Investments
The amounts recognised in the Company's balance sheet relate to the following
£000
Cost
At 1 April 2009 and 31 March 2010 80
Impairment
At 1 Apnl 2009 and at 31 March 2010 80

Net book value
At 1 April 2009 and at 31 March 2010
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Principal activity Class of shares held

Subsidiaries

Highams Recruitment Services (N E ) Limited* Dormant Ordinary
Highams Recruitment BY Recrutment Ordinary
Highams Recruitment Limited” Recrutment Ordmary
RWP Recruitment Services Limited Dormant Ordinary
EquationHR Limited Dormant Ordinary
Highams Holding BV* Holfding company Ordinary
Highams Share Scheme Trustee Limited* Trustee of Employee benefit trust Ordinary
Highams International Limited” Holding company Ordinary

All subsidianes are incorporated in the UK other than Highams Recrutment BV and Highams Holding BY which
are incorporated in the Netherlands and are 100 per cent wholly owned All subsidianes marked with an astenisk
are 100 per cent directly wholly owned by the Company

7 Debtors
2010 2009
£000 £000
Amounts due from subsidiary undertakings 1,495 1,607
Other debtors 9 12
Prepayments and accrued Income 52 79
1,556 1,698

The net balance of amounts due from substdiary undertakings as shown above 15 repayable in more than ong
year

8 Creditors amounts falling due within one year

2010 2009
£'000 £000
Bank overdraft - e
Trade creditors 58 98
Other taxes and social securnty costs 4 6
Accruals and deferred income 56 99
Other credrtors 4 4
122 218
9 Share capital
At 31 March Al 31 March
2010 2009
£'000 £000
Authonsed
42,921,300 Ordinary 5p shares
5,554,741,568 Ordinary 5p Shares subdivided to Q G1p 555 555
31,875,868 Deferred shares at 4 99p 1,591 1,591

2,146 2,146
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At 31 March At 31 March
2010 2009
£'000 £'000
Allotted, called up and fully paid
Crdinary 5p shares
69,018,425 Ordinary 5p shares sub dwvided to 0 01p 7 7
31,875,568 Deferred shares at 4 99p 1,590 1,580
1,597 1,597
Number Number
Movement in ordinary shares
Total number of shares in 1ssue at beginning of year 69,018,425 31,875,668
Sub division and redesignation - (31,875,568)
Sub division and redesignation to ordinary shares of 0 01p — 31,875,568
Issue of new crdinary 0 01p shares - 37,142,857
69,018,425 69,018,425
Deferred Shares
Deferred shares of 4 99p 31,875,568 31,875,568

The changes in the share capital took place on 24 October 2008

Each of the ordinary shares of 5p each in the capital of the Company were sub-divided and redesignated nto one

ordinary share of 0 01p each and one deferred share of 4 98p each

Each of the authorised but un-issued ordinary shares of Sp each in the capital of the company were sub-divided

into 500 New Ordinary Shares

The Company ssued 37,142,857 ordinary shares of 0 01p each for cash The premium arising on each share was

174p

The Deferred Shares do not carry any voting nghts and do not entitle the holders to receive any dividend or other

distribution

10 Reconciliation of movements In shareholders’ funds

Employee share

Share Share Merger benefit Retained Total

capital premum reserve reserve eamngs equity

£'000 £000 £ 000 £000 £ 000 £'000
AL 1 Apnl 2008 1,594 679 297 (61) (1.,005) 1,504
Issue of new shares 3 647 - - - 650
Associated cost of 1Issue
of new shares - (87) - - - (87)
Loss for the year - - - - {583) (583)
At 1 Apnil 2000 1,597 1,239 297 (61) (1,588) 1,484
Profit for the year - - - - (40) (40)
At 31 March 2010 1,597 1,239 297 (61) (1,628) 1,444
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11 Financial commitments

Land and Land and

buildings Other buildings Other
2010 2010 2009 2009
£'000 £'000 £000 £'000

Annual Comrmtments under non-canceliable

operating leases expirnng

Within one year - 2 77 41
Between 2 and 5 years 25 35 - -
25 a7 77 41
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Notice of Annual General Meeting

NOTICE IS HEREBY GIVEN that the annual general meeting of the Company will be held at Seymour Pierce
Limited 20 Old Bailey, London, EC4M 7EN on Tuesday 7 September 2010 at 11 00 a m in order to transact the
following business

ORDINARY BUSINESS
To consider and, If thought fit, pass the following resolutions as Ordinary Resolutions

9

To receve and adopt the financial statements and the reports of the Directors and the Auditors for the financial
year ended 31 March 2010

To re-elect Kerrt Sayers who retires by rotation in accordance with Article 73 of the Company’s Articles of
Association, as a Director of the Company

To reappoint BDO LLP as Audttors of the Company, to hold office until the conclusion of the next general
meeting at which accounts are laid before the Company, and to authonse the Board to fix their remuneration

To transact any other ordinary business of the Company

SPECIAL BUSINESS
To consider and, if thought fit, pass the following resolution as an Crdinary Resolution

4 That subject to and in accordance with Article 4 2 of the Arlicles of Association of the Company, the board be

and tt 1s hereby generally and unconditionally authonsed pursuant to section 551 of the Companies Act 2006
(in substitution for any existing authonty to allot shares) to allot shares in the Company and to grant nghts to
subscribe for or to convert any secunty into shares in the Company up to an aggregate nominal amount of
£2,300 (being approximately one third of the current 1ssued share capital) provided that such authonty shall
expire on the conclusion of the next annual general meeting of the Company after the passing of this
resolutian, save thal the Company may before such expiry make an offer or agreement which would or might
require such shares to be allotled or nghts to subscribe for or convert securties into shares to be granted after
such expiry, and the board may aliot shares and grant nghts to subscribe or convert secunties into shares in
pursuance of such offer or agreement as if the authonty conferred by this resolution had not expired

To consider and, If thought fit, pass the following resolutions as Special Resolutions

5 That subject to the passing of resolution 4 as set out In the notice of this meeting, and in accordance with

Article 4 3 of the Articles of Assoctation of the Company, the board be empowered pursuant to section 570 of
the Companies Act 2006 to allot equity secunties (within the meaning of section 560 of the said Act) for cash
pursuant to the general authority conferred by resolution 4 as set out in the natice of this meeting, as if section
561{1) of the said Act did not apply to such allotment, provided that this power shall be imited to allelments of
equity secunties

(1) n cennection with or pursuant to an offer by way of nghts, open offer ar other pre-emptive offer to the
holders of shares in the Company and other persons entitled to participate therein in proportion (as nearly
as praclicable) to their respective holdings, subject to such exclusions or other arrangements as the
Directors may consider necessary or expedient to deal with fractional entitlements or legal or practical
problems under the laws of any terntory or the regulations or requirements of any regulatory authonty or
any stock exchange in any terntory, and

(1) otherwsse than pursuant to sub-paragraph (1) above, up to an aggregate norminal amount of £345 09,

and such power shall expire on the conclusion of the next annual general meeting of the Company after the
passing of this resolution save thal the Company may before such expiry make an offer or agreement which
would or might require equity secunties to be allotted after such expiry, and the board may allot equity
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securities in pursuance of such an offer or agreement as If the power conferred by this resolution had
not expired

6 That the Articies of Association of the Company are amended by deleting all the provisions of the Company's
Memorandum of Association which, by virtue of section 28 Companies Act 2006, are to be treated as
provisions of the Company's Articles of Association

7 That the Articles of Assoctation set out in the document produced to this meeting and signed by the Charrman
of the meeting for the purposes of iIdentification be and are hereby approved and adopted as the Articles of
Association of the Company 1n substitution for and to the excluston of all existing Articles of Association of the
Company

By Order Of The Board Registered Office
Kerri Sayers Quadrant House
Secretary 33/45 Croydon Road

Caterham
Dated 30 July 2010 Surrey CR3 6PB
Notes

1 Any member entitied to attend and vote at the Annual General Meating 1$ entitied to appoint one or more proxies (who need not be a member
of the Company) to atiend and vote instead of the member Completion and return of a form of proxy will not preclude a member from
attending and voting at the meeting in person, should he subsequently decide to do so

2 In order 1o be vahd, any form of proxy and power of attorney or other authority under which it 1s signed, or a notanally certified or office copy
of such power or authonty, must reach the Company’s Registrars, Capita Registrars (Proxies), PXS, 34 Beckenham Road, Beckenham,
BR3 4TU, not less than 48 hours betore the time of the meeting or of any adjoumment of the meeting

3 The nght of members 1o vote al the Annual General Meeting 1s determuned by reference to the register of members As perritted by Regulation
41 of the Uncertificated Secuntres Regulations 2001, shareholders (including those who hold shares in uncertificated form) must be entered on
the Company s share register at 11 00 a m on 5 September 2010 in order to be entitled 1o attend and vote at the Annual General Meeling
Such shareholders may only cast votes in respect of shares held at such ime Changes lo entries on the relevant register after that tme shatl
be disregarded in determining the nghts of any person {o attend or vote at the meeting

4 GCopes of the service coniracts and tetters of appointment of each of the Directors, logether with the Ragister of Directors Interests and a copy
of the Campany s Arlicles of Association (together with a redline comparison showing the proposed amendments to the Company s Articles of
Assoctation to be made by resolution 7 as set out i the notice of this meeting) will be availabte for inspection at the registered office of the
Company durng usual business hours on any weekday (Saturdays and public holidays excluded) and at the place of the Annual Genaral
Meeting from at least 15 minutes pnar 1o and until the conclusion of the Annual General Meeting
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Financial calendar

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

Annual General Meeting

11 00am on 5 September 2010
11 00 a m on 7 September 2010




