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Empresana Group plc
Consohdared financial statemeats for the year ended 31 Decemnber 2007

Empresania Group 1s an international specialist staffing busmess committed to expansion
through investment 1n existing or start-up operations and through management led acquisitions.
Qur businesses are operationally autonomous and run by teams mncentivised by management
equity.

Our focus 15 on acceleraung growth and reducing nsk by building a balanced and diverse
portfolio of operations across developing market sectors and geographies.

Cautionary statement

The Chairman’s, Chief Execuuve’s, Operational and Fimancial Reviews {“the reviews”) have been
prepared solely to provide additional information to shareholders to assess the company’s strategies and
the potential for those strategies to succeed The reviews should not be rehied on by any party or for any
other purpose

'The reviews contain certain forward looking statements These staternents are made by the directors 1n
good faith based on the informaton avaidable to them up to the ume of their approval of this report and
such statements should be treated with caution due to the inherent uncertamties, including both economic
and business nisk factors, underlying any such forward looking mnformanon




Empresana Group ple
Consoldated financial statemunts for the year ended 31 Decemnber 2007

Headlines 2007

Financial headlines

Revenues of £147 8m (2006 £75 5m) up 96%

Gross profit of £42 4m (2006 £21 8m) up 95%

Profit before tax of £6 0m (2006 £2 9m) up 107%

Adjusted profit before tax* of £6 2m {2006 £2 9m) up 114%
Earnngs per share of § 4p (2006 6 7p) up 25%

Adjusted earrungs per share* 9 2p (2006 7 2p) up 28%
Group cash at bank at year end £4 1m (2006 £3 3m)

Group net debt at year end £4 2m (2006 £1 4m)

Proposed dividend of 0 55p (2006 0 50p)

Operational headlines

Strong organic growth from UK businesses
Completion of the acquisiion of Headway Group (Germany) in May 2007
Entry ito the Dutch staffing market through the investment in EAR 1 May 2007

Entry into the South Amencan market with investment i Alternatava of Chile in November
2007

Further expansion in Japan by mnvestment in FINES KK 1 June 2007

Strong progress in the ASEAN * market with the estabhshment of start-up operanons 1n
Singapore and the Philippines as well as the acqusiion of a tratung business in Indonesia

Semor management team strengthencd

Encouraging start to 2008

* Figutes based on underlying profits excluding amortisauon of intangible assets and any exceptional
items See reconcihation on page 96

** ASEAN stands for Association of Southeast Astan Nations




Empresana Group ple
Consolidated finandial statements for the year ended 31 December 2007

Financial highlights

Overview of performance for 2007

£ 000°s 2007 2006 2005 2004 2003
Revenue 147,827 | 75,459 | 54,060 | 45,430 | 29,367
Gross Profit 42,351 | 21,840 | 15,393 | 13,141 | 10,589
Total Operating Profit 6,738 3,505 1,914 1,067 817
Adjusted Operating Profit * 6,918 1 3,505| 2,532 1,715 1,234
Adjusted Profit Before Tax * 6,170 2,894 2,225 1,390 1,113
Basic Earmings per share (pence) 84 67 31 14 19
Adjusted Earnings per share (pence) * 9.2 7.2 5.7 42 3.9
Dividend Proposed per share (pence) 0 55 0 50 0 45 0 40 038

* Figures based on undetlying profits excluding amorusation of intangble assets and any exceptional
ttems Sec reconcillation on page 96

The amounts disclosed for 2003 to 2005 are stated on the basis of UK GAAP because 1t 1s not pracucable
to restate amounts for peniods prior to the date of transiuon to IFRSs  The pancpal difference between
UK GAAP and 1FFRSs 1s amortsanon of goodwall




Empresana Group ple
Consolidated financial statements for the year ended 31 December 2007

Financial highlights (contihued)

(Graphs from this page have been removed to comply with Companies
House filing requirement)




Empecsana Group ple
Consohdated financial staternents for the yoar ended 31 December 2007

QOur businesses

Financial summary by region

In accordance wath our strategy of creating a diversified international speciahist staffing business we review
the regional performance of our operations, a summary of which s provided below As the Group
develops we expect to provide further analysis in relanon to the Rest of the World once the size of

indidual regions justifies 1t

Our businesses m the UK

The UK Group provides permanent and temporary staffing solutions across five maimn sectors,
Construction and Property Services, Financial Services, Supply Chain, Pubhc Sector and Other Brands

Financial highhghts for the UK 2007 2006
Revenue ({’000s) 81,168 65,976
Net Fee Income (£7000°s) ! 20,958 17.689
Adjusted Operating Profit ({’000’s) 2 4,055 2732
Number of Trading Companies 3 18 20
Number of Employees 205 249

Our businesses in Continental Europe

Following the acquisiton of headwayholdings GmbH (“Headway”) in May 2007, the Group has a
sigmuficant foothold m the German recruitment market  In addiion the Group has interests n companies

based in Holland, Poland, Slovakia and the Czech Republic

Financial nghhghts for Continental Europe 2007 2006
Revenue (000s) 52,444 455
Net Fee Income (£7000°s) ! 16,826 401
Adjusted Operating Profit {£7000’s) 2 2497 45
Number of Trading Companies 3 10 4
Number of Employees 298 34

Qur businesses 1n the test of the world

The Group has interests m comparues based m Japan, South East Asta, Austrahia, India, China and Chile

Financial lughlights for the rest of the world 2007 2006
Revenue {£’000s) 14,215 2.028
Net Fee Income (/’000°s) 4567 3,750
Adjusted Operating Profit (000°s) 2 366 728
Number of Trading Compantes 3 21 10
Number of Employees 197 82

! Net fee mcome 1s equivalent to gross profit

2 PFigures based on underlying profits excluding amorusatuon of intangible assets and any exceptional

items See reconciiation on page 96

3 Reducnon due to consolidanon withun the Public and Logistics Sectors dunng 2007
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Consohdated financial statements for the year ended 31 December 2087

Our businesses (continued)

Good progress in internanonal diversificauon

The charts shown below demonstrate the progress made n diversifying the Group internanonally, with
the United Kingdom's share of revenue and net fee income reducmg from 87% and 81% respecuvely in
2006 to 55% and 49% m 2007 The distbuton of employees has also undergone a pronounced change

(Graphs from this page have been removed to comply with Companies
House filing requirement)




Emprcsana Group pho
Consolidated financral statements {or the year ended 31 December 2007

Chairman’s statement

Overview 2007

2007 was a transformational and hughly successful year for the group Revenues, net fee mcome (gross
profit} and pre-tax profits doubled in the year, diven by a combinaton of strong orgamic growth from
estabhished busmesses, increasing contnbution from recent start up mvestments and strong profits from
acqusitons  Of preater significance however was the transformauon in the shape and nux of the
business In 2005 the group denved 97% of 1ts net fee mncome from the UK In 2007 the net fee income
split was approximately 50 50 and 1n 2008 we expect almost 70% to come from matkets outside the UK

It 1s not just the proportion of mcome generated outside the UK that 15 of importance but where that
income denves from Group development focus 15 on emerging economues and developing staffing
markets Followmng the acquusinon of Headway in May 2007, the group gencrates approximately the same
net fee mcome from Germany — one of the fastest growing staffing markets in Europe — as 1t does the
UK In additon, Empresarta has high growth operations in countnes such as Japan, India, China and
Indonesta, each with high development potenual

Empresana can for the first tme be accurately descnbed as a truly international specialist staffing group,
becoming increasingly balanced in terms of sector, geography and operational mux  The fact that 1t 1s not
weighed down, as other staffing groups are, by large clenical and mndustoal staffing operations, we believe
creates significant potential for future relauve out-performance  Further, the natural diversification of
mvestment across sectors and geographies should provide resihence in imes of economic uncertainty

Financial performance

Revenues for the year ended 31 December 2007 increased by 96% to £147 8m and net fee income
mcreased by 95% to £424m, a shghtly hugher figure than indicated 1n the Febmary trading statement
following revision of the unpact of currency fluctuvations and a review of the farr value of acquisitions
Profit before tax {adjusted for amortisation of mtangible assets) increased by 114% to £6 2m  Although
these figures include seven months of contnbution from our acquisinon of Headway in Germany, they
also reflect the strong organic growth contnibution from our established UK compantes and the benefit of
improved profitability as central costs are absorbed across a broader group network

Group strategy
Empresana’s strategy 1s to develop an international specialist staffing group, balanced m terms of sector,
geography and operational mix and dnven by a combination of organic and acquisiive growth

Both group strategy and structure follow the underpmnmng philosophy of management equuty and the
mnportance of ahgning the mterests of shareholders and individual group company management teams
through shanng nsk and reward by way of equity parbcipanon Investments are made where management
hold and retain a meamngful stake 1n the business The group’s decentrabised structure also reflects this
philosophy wath local management retaiung operational autonomy and central functions focussing on
financial planning and control, group development and admumstration  For individual management teams
this arrangement offers a combination of support, responsihility and independence As Empresaria grows
the group benefits from economues of scale and improved rates of conversien of net fee mcome to
operating margin as central costs are absorbed across a wider communry




Empresana Group ple
Consolidared financial statements for the year ended 31 Decomber 2007

Chairman’s statement (continued)

The evolution of Empresaria to date can be categonsed broadly in two phases The first phase was the
development from inception to the AiM float 1n late 2004 Dunng this penod it established wusell as a
dwversified UK-based speciabst staffing group, known for its management equty phidosophy and
recognised for its consistent strong financial performance Since 2004, the second phase, the proup has
been re-engmeered The strong philosophical foundations and flexible corporate structure remain the
same but the development focus has shifted to new geographic markets in order to gam access to higher
growth economies and markets at the same time as reducing dependency on the UK economic and
tegulatoty environment Empresana 1s now a different company to that of 2004 but us process of
development 15 stll at an eatly stage The Group 15 stll unrepresented 1n the majonty of Contnental
European countaes and also South Amenca where Chile forms the only base of operations at present  As
other markets develop, particularly mn the fast growing Asian countnes, there will be increased
segmentation and creation of new verucal staffing niches which 1n turn wall offer new oppertumines for
mvestment The speed of further expansion will be dictated by market conditions and on identifying the
nght investment opportuniues

Empresana’s people

The fantastic performance of the group in 2007 would not have been achueved without the dedicauon,
energy and enthusiasm of the more than 1,000 people (including Associates) now working within the
Group We would hke to thank them all for their hard work and for their contnbution to Empresana’s
success

Current trading and outlook

As stated 1n the trading statement m February, the group has enjoyed a good start 10 2008 Revenues and
net fee income on a hke-for-like basts are ahead of 2007 and there 1s no evidence of any matenal change m
demand for group services The heavy investment in start up companies made 1n recent years, particularly
m the Asia region, 1s now staring to generate financal returns  We continue 1o see strong revenue growth
in our Continental Europe operatnons and, particularly in Germany, see opportunities to improve
operating margins

The outlook for the year needs to be considered with the economuc forecasts in mind  In this context the
Board 1s mindful of the challenges and opportumnes that may be faced 1n the commg months
Empresama has no meamingful direct exposure to the US economy Although Empresana does have
significant operations in the UK, these are concentrated in large part on speciahst sectors where there 15
stll a shortage of skilled staff and, 1n the case of our Property Services operations, where demand 13
undetpinned by long term infrastructure projects

The dwersification into emerging economues and countries where recent labour market liberalisation 15
creating growing demand for staffing solutons 1s anucipated to offset softerung markets elsewhere In
both relative and absolute terms we believe Empresana is strongly posiioned to take advantage of

increased opportunuties created as a consequence of econemuc downturn or market disruption

With these factors 1n mind the Board 1s cautiously optimistic as to the outlook for the current year

10
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Consolidated financial statements for the year ended 31 December 2007

Chairman’s statement (continued)

(Graphs from this page have been removed to comply with Companies
House filing requirement)

Tony Marun
Charryman
17 Apnl 2008
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Consolidated financial statements for the yvear endud 31 December 2007

Chief Executive’s review

Performance review 2007

The rapid rate of development m 2007 has changed both the scale and scope of Empresana’s operations
Reflecung these changes we are breaking down our review of the business this year into three regions,
UK, Conunental Europe and Rest of the World This breakdown allows us to highhght not only relative
financial performance of each region but, of equal interest, the disnnctuve growth strategies applied n
cach market

The UK performed strongly in 2007 Development focus n the UK over recent years has been to expand
and strengthen our exssing operations This approach 1s reflected n healthy orgamic growth rates at both
revenue and net fee tncome line of 20%, an improvement 1n the proportion of net fee income denved
from temporary staffing revenue ro 58% and mcreased operauonal efficiency dnving the group’s bottom
line performance

In Continental Europe, where labour markets tend to be more highly regulated and economues of scale
create greater compeutive advantage, our approach has been to buld stzong bndgeheads in individual
country markets through acquisiion and then to use these as corner stones for growth 1n each country
The clearest example of this approach was the investment in Headway in Germany wn May 2007
Headway performed 1n line with expectanons in 2007, generating year on year revenue and net fee income
growth of 25%

QOutside of the UK and Contmnental Europe we have targeted emerging economies and staffing markets
wherte the primary focus has been on nvesung i starnt up operanons with expenenced local management
teams This approach has an 1mnal adverse impact on profits but, as we are already experiencing, creates
rapid organic growth m immature but fast developing markets The year 2007 was significant for this
region as the large number of recent start up compamnies moved collecuvely towards profitabiity

Headway mnvestment

On May 3, 2007 Empresara acquired 60% m the German staffing company Headway, a fast growing,
partially specialised staffing company, based in Bavana and expanding its network rapidly in other parts of
Germany This acquisiion was an important strategic step in the internatonalisation programme and gives
Empresana a much more balanced stream of revenues and pro fits

In the penod from May to the end of the year Headway contributed revenues of £47m, net fee income of
£15m and operaung profit of £2m, in line with expectattons

The German market has experienced strong growth m 2007 Headway achieved sales growth of 25 1%,
exceeding the estmated market growth of approximately 20%, runmng an ambitious expansion
programme with a net total of 22 new branch openings, starting from 47 branches 1n the beginmng of
2006 and ending the year with 69 branches The investment made 1n new branch offices in 2007 will
benefit sales growth and profitabibity of Headway from 2008 onwards, as the immarture branch nerwotk
starts to exploit its potential

Paroculatly good progress was achieved in the specialised divisions Headway Logisues, Headway
Engineers and Headway Industry duang 2007, increasing the proporuon of the company’s speciahst
business to 56 2%, while Headway Austna achieved profitability 1n 2007 The poontes for 2008 are o
increase profitability of the immature branch network, improving efficiencies throughout the organtsanon
as well as strengtherung the successful exisung divisions

12
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Chief Executive’s review (continued)

Management team and structure

The Group 1s managed by 2 small, balanced Board of Directors with a non-executive Chairman, two
executive directors and two non-executive directors Below the main board 15 a Board of Management
chaired by the Chief Execunive The executtve diectors are the Group Chief Execuuve and Group
Finance Director In 2006 we created the role of Head of European Operatons with Conunental Europe
companies teporting to this new position We have now created a simular role for the UK As previously
announced, Nick Hall-Palmer steps down as Group Finance Director and as a member of the mamn Board
following the reporting of our 2007 results after eight successful years in the role His new role 1s Group
Development Director and Head of UK Operations  Nick 1s replaced as Group Finance Director by
Stuart Kilpamnck We welcome Stuart to the team

Market overview

Staffing 1s a relatively young mdustry  Growth rates and growth dynamucs differ from country to country
As individual staffing markets evolve, generalist clerical and industnal staffing services make way for
mndividual market speciabsts as the dovers of growth Liberalisanon of previously restncted labour
markets acts as a catalyst for super-normal growth rates, specific recent examples being Japan and
Germany The penetranon rate — the percentage of the workuing populaton of a country 1n temporary
wotk — vanes from country to country depending on the regulatory and cultural environment The UK
has the hughest penetration rate of all international staffing markets Temporary staffing tends to follow
permanent staffing 1n each new market as employers and workers acclunatise to the benefits of flexible
staffing Above all, the industry as a whole 15 growing on the back of the ramd global and regional
demographic changes, the mncreasing shortages of skiled staff and the increasing demand for flexible
workforce solutions and flexible working arrangements

The short-term fortunes of generalist clencal and mndustnal staffing companess are connected to the broad
economic environment it which they operate  For speciahst staffing companues such as Empresana, our
short-term fortunes are largely dictated by the performance of the specialist markets we serve

In the case of the UK market, the most developed of all international markets, we have dehberately
mvested 10 a portfolio of sectors with different economic and market dynamics This diversification
strategy has worked well over nme and enabled us to grow consistently through previous difficult market
condittions At the moment we are seetng no matertal change m our markets Investment banling
{approxumately 8% of UK net fee mcome) has seen a dechne 1n permanent revenues but, by way of
compensation, has seen a significant increase m temporary staffing revenues  With the excepuion of our
Public Sector division {4% of 2007 UK net fee income), which continues to encounter challenging market
conditions, all sectors are performing strongly and are ahead of 2007 at both revenue and net fee mncome
levels for the first two months of trading n 2008 Our Property Services and Censtruction sector, 1n
particular, 1s expentencing strong demand for its services, particulatly from infrastructure and
transportation clients associated with upcoming projects such as the 2012 Olympics and the new London
Cross-Rail 1nitiative

In Contnental Europe, Empresaria’s principal exposure 15 to the German market, one of the stronger
economues and without doubt one of the fastest growing staffing markets as a consequence of recent
labour market bberabsabon Although mdustry growth rates appear to have declined over the course of
2007, they are sull expected to remnain at double digit levels for a number of years to come Outside of
Germany we are expenencing growth 1n our Eastern European operantons and enjoying contribunon from
out new Dutch company, EAR, whose tate of expansion 1s being restricted by the shortage of avadlable
skiled workers

13
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Chief Executive’s review (continued)

The developing markets of Asia and Latin Amenca offer substantial long term growth opportuuties In
Asta 1 particular, we are well placed to take advantage of developing economies and nascent staffing
mdustries Empresana now operates in China (and 1s looking to increase 1ts mvestment there 1in 2008),
Indua, Thadand, Malaysia, Singapore, Indonesia and the Philippimes We are expenencing rapid growth
each of these countries and foresee a connnuation of this trend 1n 2008

Across all regions, Empresana has a broad mix of temporary and permanent staffing operanons with a
group wide split of net fee income 1n 2007 of 72% 28% temporary to permanent

14
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Chief Executive’s review (continued)

(Graphs from this page have been removed to comply with Companies
House filing requirement)

Miles Hunt
Chief Excecutive
17 April 2008
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Operational review

UK

Revenues from UK operanons increased 23% to £81 2m and net fee mcome grew 18% 1o £21 0m The
differing growth rates reflected a change in the mux of cur UK business with sigrficant growth coming
from our, prumanly temporary staffing, Property Services and Construction division  As a consequence,
the mix of temporary staffing net fee income to permanent recrwitment net fee income continued to
imptove to a 58% 42% (2006 56% 44%) splt, therefore resulung 1 2 drop m the UK gross margin
percentage from 28 9% to 28 6%

Within our Property Services and Construction sec tor our FastTrack brand 1n particular performed well 1n
the year, buoyed by conttact wins at Heathrow and London Underground With construction work now
commencing for the 2012 Olympics we anncipate the number of upcoming business development
opportumtes to mcrease significantly thus year

Qur QOther Brands sector also generated significant growth in the year with Greycoat Placements
(domestic staff), McCall (recruitment to recruttment), The Recruniment Business (creative design) and Bar
2 (payroll services) all delivening good results The performance of the sector as a whole would have been
sironger but for poor performance from EUResource, an on-site recrutment operation, that suffered
from a number of bad debt 1ssues (tesolved by the end of 2007) and poor commercial management
leading to the replacement of the managing director and corporarte restructunng at the end of 2007 The
changes at EUResource are expected to result m a drop in revenues i this sector i 2008 We do,
however, expect continued overall growth 1n net fee income generated by thus sector 1n 2008

Withun the Financial Serviees sector LMa, our banking operatons brand, saw a 56% growth in revenues as
1t concenirated on expanding its temporary staffing operations Tt started 2008 with approxamately twice
the number of temporary staff deployed as at the same time 1n 2007 Insurance operations also grew with
Lime Street launching a new Buostol office n the second half of the year

The Supply Chain businesses benefited from the structural changes made at the beginning of the year and
the mtegrauon of the MVP and DaveLink operanons Since then, we have invested 1n a new managed
service business offering a broad range of staffing solutens to the logistics and supply chain industry and,
since the year end, we have acquuired Forward Prospects, a small freight forwarding recruitment business
The only sector in the UK to expenence a dechne 1n either revenues or net fee income was the Pubhe
Sector The market 13 undergoing significant consolidanon and margin erosion and, as a result, we are
currently reviewing our options for this sector

Continental Europe
Revenues grew from £0 5m tn 2006 to £52 4m 1n 2007 Net fee income grew from £0 4m m 2006 to
£16 8m m 2007

Outside of the Headway contnbution (with operations in Germany and Austra) the puncipal contributors
in the year were EAR 1n Holland and ITC 1n Poland which collectively contrbuted revenues of £5 4m
and net fee mcome of £1 4m  [n addinon the group operates in the Czech Republic and Slovakia through
the G1iT brand ITC was acquired 1n late 2006 and 1s currently expandmng from 1ts core base of “work
abroad” services to offer temporary staffing solutions to the domesuc Pohsh market EAR was acquired
i May 2007 and focuses mamnly on supplying technical trades from a netwotk of four offices in central
and southern Holland

16
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Operational review (continued)

Rest of the World

Revenues grew 57% to £14 2m and net fee income grew 22% to f46m Headline numbers do not
provide a true reflection of the underlying development actvity of thus broad region  Recent start ups in
India, Chuna and 1n countries throughout South East Asia have now either reached profitabiity or are
close to dotng so The Monroe Consulting operation {executive recrutment) has expanded to new offices
in Mamla, Bangkok and Singapore to add to exisung offices in Jakarta and Kuala Lumpur The Advanced
Career operaton 1n Indonesia (temporary staffing and outsourcing) now has seven branches mn the
country as well as new operatons in Singapore Following the acqusinon of Learning Resources
(corporate traming soluuons) i Indonesia m March 2007, we have established new offices in Bangkok,
Singapore and Mamla Our operattons 1n India and China continue to expand in terms of revenues,
people and infrastructure

Revenues from Japan were flat year on year as a result of a change m mix of our Skilthouse IT staffing
business with more chents converting temporary staff to permanent positons and our Austrahan
operations have seen a sigruficant drop m revenues following the re-structunng of the business reported
this ime last year In the case of Japan we ate seemng a resumption mn growth and 2 renewed emphasis on
temporary over permanent staffing revenue, assisted by the rapid growth of our new fashion industry
staffing company, FINES, established 1 July 2007 In Austraba, the organisational changes made over
the course of the year have now created a more stable platform on which to grow

The acqusition of shares in Alternativa in Chile late in the year represents the first investment by
Empresana in Lann Amenca Alternattiva provides temporary and outsourced staffing solutions to the
retatl and telecommunications industnes 1n Chide It 1s a long-standing family company with a strong
market presence

17
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Case study: Headway, Germany

Headway investment case - sttong growth potental in a mature economy

Empresana’s purchase of 60% of the Headway Group 1n May 2007 represented its first major acqusition
outside of the UK and the largest 1t has made to date The ranonale for the acquisiuon was that, whilst the
German economy as a whole 15 mature, the staffing market 1n Germany shows significant growth
potennal This 1s dlustrated 1n the charts below which show the penetration rate of temporary worhers 10
the overall workforce (1 3% compared to 4 5% 1n the UK) and the size of the German staffing market
compared to other more developed markets (4 4% compared to the UK’s share of 15 9%)

Headway represented an excellent fit as 1t has a specialist staffing focus, already has a sigruficant presence
in the German market, and the key management team remain 1n place with a significant sharcholding

Graphs relanng to the German staffing market

(Graphs from this page have been removed to comply with Companies
House filing requirement)

18




Empresana Group ple
Consolidared finanaal statements for the year ended 31 December 2007

Case study: Headway, Germany (contunued)
Case studies — innovauve speciahst solutions for Headways Chients

Headway Engineers — Using speciahsts to recruit speciahsts

A leading biotechnology company challenged Headway to source and supply hughly quabfied
Biotechnology and I'T staff for us operauons By using 1ts own technical specialists, such as biotechnology
graduates, to both attract the nght candidates from academic and other mstitutions and to mamtain an
expert dialogue wath the chent, we have succeeded 1n shorterung the recnutment process and aclieved
very high levels of customer satisfaction, most recently in sourcing hughly qualified pathologists

Headway Personnel — Using traiming to combat staff shortages

A major supplier of power train components needed to recrut staff to meet a sigmificant order book
mcrease and had significant problems recruinng speciahist workers After a compentor proved unable to
supply the nght staff on ume, Headway was approached

By partnenng with a specialist provader of state of the art CNC tramung and taloang the courses to the
client’s precise requirements, we were able to provide workers with the nght shills at the nght ume
Headway manages the whole process, which has set new standards for customer service and worker
retention

Headway Industry — CNC specialist maintenance team enhances chent producuvity

CNC machinery 1s expensive and munimusing down tune 1s a chient prionty At Headway Industry, we have
assembled an expert team of skilled workers to provide repair and preventative mamtenance services to its
chients The team 1s trained on the majonty of CNC manufacturer’s machines, allowaing chients to avord
rehance on any parncular manufacturer

Highly flexible, the team 1s able to respond at short notice and o ger s work done either duning planned
down nme or through its comprehensive weekend service offering Thus en sures clients’ work stations can
be productive around the clock

Headway Logistics — An outsourced warehouse management service

Headway provides a comprehensive warchouse management service for a leading retailer’s distribution
centre The contract 1s remunerated on prece rate basis and encompasses stock picking, palette handling,
the whole empties management process as well as display management and elements of the goods mnwards
process

In additon to approxumately 100 workers mn the stock picking team we supply up to 10 fork hft truck
dnvers, a further 40 or so workers 1n acoivites such as palette handling, goods mwards and outwards and
display management We also employ an onsite team of two chargehands and two supervisors responsible
for tramning, worker management and client haison

All workers are trained mn at least two disciphnes to mmprove their flexability, which 1s mamtaned by
regular job rotatton They also undergo a structured mducuon programme to bring them up 1o requured
performance and productivity levels

Our approach has allowed us to exceed comfortably our clients prescribed performance targets wath error

rates of less than 1% and has given us sole suppler status Our nnovauve soluton has benefited both
parties the client has toral cost visibility and we have visibility of demand
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Case study: Growth opportunities in the ASEAN
Region

What 1s ASEAN?

The Associauon of Southeast Asian Nanons or ASEAN was established on 8 August 1967 1n Bangkok by
the five onginal Member Countues, namely, Indonesia, Malaysia, Philippines, Singapore, and Thailand

Its key goals are to accelerate economuc growth, social progress and cultural development in the region
and promote regional peace and stability Econormuc mtegranon 1s also a prionty with the establishment of
the ASEAN commumty by 2015

As of 2006, the ASEAN regton had a population of about 560 milhon, a total area of 4 3 million square
kilomerres, a combined gross domesnc product of almost US$ 1,100 billion, and a total trade of about
US$ 1,400 bidlion Since 1990 the ASEAN region has demonstrated a shuft from reliance on agneulre o
the manufactunng and service industries providing preater scope for staffing businesses to grow within
the region

As the charts on this page show ASEAN region has a suongly growing GDP, workforce and inward
wnvestment that 1s both significant and growing

(Graphs from this page have been removed to comply with Companies
House filing requirement)
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Case study: Growth opportunities in the ASEAN Region (continued)

(Graphs from this page have been removed to comply with company’s house
filing requirement)

Empresaria’s Operations in ASEAN
[Map of ASEAN region wvith EMG operations llustrated]

Empresanz believes that, much as has been aclueved by the European Commumty, ASEAN wall
significantly increase trade amongst the member nations and improve the flow of labour, all of which
should be sigrificantly beneficial to staffing and human capital businesses properly equipped to take
advantage of the opportuniues presented

We already have 10 operations with 17 branches and 109 staft covening five of the 10 ASEAN nauons
and are providing 2,200 contractors to our clents every week | We mtend w0 expand our operations
further over the next three years

(Graphs and Maps from this page have been removed to comply with
Companies House filing requirement)

! As at the end of February 2008
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Case study: Growth opportunities in the ASEAN Region (continued)

Empresana’s strategy in the ASEAN region

Ok: Igbal, Managing Director of our ASEAN region operation commented “We aim to provide a
comprehensive service to both our natonal and regtonal chents and to do thus we operate through three
distinct brands These brands are represented by separately capitahsed companues for each brand in each
country 1n which they are represented In accordance with Empresara’s philosophy, key management in
each company holds a meamingful equuty stake theremn ”

Service

Offering:

Search &  Permanent Outsourced Temporary Trammng  Traming
Brand: Selecton  Conungent  Services Staffing  Matenials  Delrvery
Monroe Y Y
Consulitng
Advanced Y Y
Career
Learnmg Y Y
Resources

“In this way, each of our brands remains a focused, specialist operation capable of providing an expert
service tatlored to a chent’s specific needs, whether that 1s a CEO or CFO from Monroe, the outsourcing
of an ennre call centre through Advanced Career or the provision and delivery of targeted traimung
modules through Learming Resources

As we expand our brands geographically, we will further enhance our ability to provide the same depth
and breadth of service across the entire reglon of large multinational business, whilst retaining the local
knowledge, flexibility and specialist customer service focus of a local operation ”

Some comments from our ASEAN region chents

"The strength of Learmng Resources 1s its competent consultants that help us align our tramng and
development solunons with our corporate strategy”

Chief Learning Officer, Major Indonestan Bank

"Monroe Consulung Group has been a great help i our recrutment process and we are very pleased with
the effort and commutment in gettng the perfect candidate”
Chief Learning Officer, Major Indonesian Bank

"We have been working with Monroe Consulting Group for the last two years Durng this tme Monroe
has made significant efforts to understand our business 1ssues and the culture which we want to create 1n
the organisanon They have wotked closely with us 1n understanding our needs and expectanons for the
positons which we want to fill, and have supported us in 1dentfying and attracung strong candidates to
join our company As a result we have successfully recrutted new members to out management structure
We have been pleased with the speed at which they have integrated mto the orgamsaton and helped us
create an open and challenging new culture within our company "

President Director, Major Food Producer, Indonesia

“Advanced Career’s professional staff has built a very good relationship with us due to the way they

manage the human resources process and develop the competencies of the contractors working for us ™
Head of Sales Management, Major Indonesian Bank
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Financial review

Financial performance
Revenue
Group revenue rose by £72 3tn {96%) in the year Like for like sales increased by 20%

Gross margin

The Group’s net fee income percentage remained steady at 20%

The Group’s gross margin generated from the contract and temporary businesses grew to 72% of total
gross margin (2006 56%) This mncrease 1s 1n accordance with the Group’s strategy of developing 1ts
temporary staffing business and reflects both strong temporary revenue growth n our UK construction
busimnesses and the acquisition of the Headway Group, which 1s a purely temporary staffing business

Profitability

The Group uses adjusted profit before taxaton (PBT) (as defined and calculated on page 96) as its
principal measure of operaung performance Profits before tax are adjusted to remove the effects of
amortisation of intangible assets and any exceptional 1tems wincurred during the year

Adjusted PBT for the year — for existing and continuing operations - rose by 114% (2006 30%) to
£62m (2000 £2 9m) for the Group

Adjusted operating margin on revenues increased shghdy o 47% (2006 46%), despite continued
investment tn organic growth, particularly 1n the rest of the world

Taxation
The effective rate of corporanon tax to headline profit before tax was 31% in 2007 compared to 29% 1n
2006

The difference between the effecuve rate and the standard UK rate of corporation tax prncipally reflects
the Group’s exposute to higher tax environments outside of the UK For example Japan where rates are
in excess of 40%

Earnings per share

Earnings per share, (EPS), adjusted for the effects of amorusation of intangible assets and exceptional
ttemns, was 9 2 pence, an mncrease of 28% over 2006 (7 2 pence)

In 2007, the Group’s weighted average 1ssued share capital, as used to calculate EPS, increased by 31%
prncipally as a result of shares 1ssued to acquire the Headway Group as well as to increase the Group’s
share in existing operations

Dividend .

The Directors have recommended the payment of a dividend of 0 55 pence per share (2006 0 50 pence),
representing an increase of 10% If approved, the dividend wll be paid on 18 August 2008 to members
registered on 18 July 2008

Net assets
As at 31 December 2007 the net assets of the Group were £29 1m (2006 £11 6m)
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Financial review {(continued)

Executive Equity Purchase Plan
The Group operates an equity pariicipation Programme to Incentivise its seor management An award
under the scheme was made 1n 2007 and a charge of £102,500 is reflected 1n the income statement

Acquisitions
Goodwill and other mtangible assets increased by £14 3m n the year, to £24 Tm (2006 £10 3m) at 31
December 2007 The details of the main transactions behind this increase are explamned below

Purchase of Headway Group

In May 2007, the Group acquured 60% of the Headway Group for a cash consderation of £9 9m  The
balance of 40% of Headway remains with key management shareholders and an option exists for them to
seli a further one third of therr remaming holding to Empresara after 2009 for a maximum aggregate
consideration of Euros 10m (approxumately {7 5m)

Headway provides temporary and contract staff to a number of specialist industaes through over 60
branches throughout Germany and Austna, including the Logisucs, Engineenng, Automounve, Retad and
Biotechnology Sectors

Purchase of EAR Group
In May 2007, the Group acquired 60% of the share capital of the EAR Group, for an 1unal consideration
of (289,000, paid 1n cash/shares

Based i the Nethetlands, the business spectalises 1n the provision of temporary and permanent staff,
prncipally in the field of constructnon and property services

Purchase of Alternattiva Group

In November 2007, the Group acquured 56% of the Alternattiva Group, a leading Chilean staffing
busmess providing temporary and outsoutced staff pnncipally in the sales, marketng and promotional
staffing solunons

The muual consideration amounted to 690,000 with a maximum further consideranon of approximately
£1 1m pavable depending on the financial performance of the business n 2008

Purchase of mmnornty share holdings

Dunng 2007, Empresana increased 1t shareholdings m Lime Street Recrutment Limuted and The
Recrutment Business Limited for an aggregate consideranon of £495,000, of which £45,000 was payable
by the 1ssue of 24,789 shares in Empresaria Group, with the balance paid mn cash

Post year end purchases

Since the year end Empresana acquired a controlhng interest in Forward Prospects Limited, Spa Elite
Limited and Travel World Selecnon Lamuted for a total maxmum consideranon of £100,000 All
businesses are based in the UK
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Financial review (continued)

Principal risks and uncertainties
The principal nsks and uncertainties that the Group face are

Growth management

The Group’s growth strategy includes the mvestment in and management of start up busmnesses and
acqusiions This strategy has certamn risks and falure to mmprove operanng performance of start-up
busmnesses and acquired businesses may adversely impact results, including the Group's cash flow

Falure to ensure the Group has sufficient senior management resources to manage and control 1ts growth
could adversely impact s profitabihty The Board regularly assesses the number and suttability of its
sentor management resoutces and adapts this resource to the needs of the Group

Dependence on key executives and personnel
The Group’s future success 1s substantially dependent on retaming and mcentvising #ts semor
management and certam key employees The loss of the service of key personnel may have an adverse
tmpact on the Group’s busmess and relatonships

However, the Group’s philosophy of management equity ensures that key management are appropnately
mncenttvised through equity ownershup In addition, as the Group grows and diversifies geographically, its
reliance on any one company and the individuals assoctated with that company reduces

Market nsks

Political environment

A change i government policy may umpact on the level of public spending 1n the key sectors in which the
Group operates Changes of this aature 1n the macro-ecconomic enviconment could adversely affect the
financial performance of the Company

Econamuc environment

The performance of staffing businesses has histoncally shown a strong correlatton with performance of
the economies 1n which they operate Empresara’s strategy of diversificanon within individual geographic
markets and its expanston mnternationally 1s designed to mubtigate the effect of a downturn 1n any one
economy Nevertheless, sigmficant economic downwm m ether the UK or Gemmany could result m
reduced revenues and profits for the Group

Legrslaave change

The Company’s business 1s subject to European, UK and overseas employment legislanon Any changes
to this may impact on the manner 1n which Empresana conducts 1ts business and could therefore affect
the financial performance of the Group
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Financial review (continued)

Financial risks and treasury management

The Group expanded significantly overseas by both acqusiuon and orgamic growth Thus expansion has
been partly funded by parent company loans denominated pnncipally in local currency of the reciprent
company Therefore the parent company 1s exposed to exchange rate fluctuations between the grant of
the loan and 1ts settlement Where these loans are matenal, the Group has taken out forward exchange
contracts to manage these nsks

With regard to credit nisk the company has implemented policies that require appropnate credit checks on
potential customers befote contracts are commenced

In respect of mterest rate nsk the Group has interest bearing assets and habilities Interest bearing assets
and labihines include cash balances and overdrafts, all of which have mterest rates appled which ate
commensurate with the scale of the Group’s operations

Cash flow

For the first nme 1n 2 number of years operaung cash flow was lower than operaung profit  Net cash of
£24m (2006 £54m) was generated from operations dunng the year The relatve cash generanon 1s
affected by two pnncipal factors As stated in last year’s Annual Report, the 2006 cash flow was improved
by a significant one-time increase in the amount of invoice discountng hability subject to non-recourse
arrangements In 2007 cash flow was depressed by the mud-year acquisiion of Headway, where a number
of pre-acquisition liabihtes, were setded post acquisiton The main elements of these were employer’s
lability tnsurance in respect of 2006, as well as accrued paytoli costs  The total on¢-tme cffect amounted
to approximately £1 7m

The Group debtors grew by £5m in the year due principally to growth 1n revenues at our temporary
operations, especially Headwav tn Germany and Fast Track 1o the UK

In the 2006 Annual Report we also commented on the UK government’s abolinon of managed service
compantes and dennfied a negattve cash flow mmpact on the Group over 2007 and 2008 In pracuce the
closure process of the Group™s managed service operations has raken longer than anncipated and the
umpact will be felt 1n 2008 and 2009

The Group spent £12 8m of cash on acqusiuons (ncluding cash acquired), mvestment 1n associates and
capital expenditure and rased £127m from financing acuvittes, of which £11 5m was from the issue of
shares to fund the acquisiion of the Headway Group

Net debt increased by £28m to £42m dunng the year, mainly reflecing debt taken out to fund

acqusitions of new companies and the purchase of mmnority mterests (£1 4m) and non-current habilities
assumed with new acquisitionts ({0 7m)
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Financial review (continued)

Management of hquidity risk

The Group muntans a range of facilines appropnate to fund 1ts working eapital requirements as well as
1ts strategy of orgamuc and acqusitive expansion

At the year end, the Group’s financing arrangements comprnised

cash at bank of [4 1m,
overdraft facihines of £5 8m, of which £2 5m was unlised at the year end,

a revolving credie loan faciity of £2 5m, of which £1 2m has been utihsed Thas facihey 15 shown
under current Lhabihties reflecung its flexibility In pracuce the facihey 15 avalable unul the end of 2009,

outstanding term loans of £2 1m repayable over the next four years, and

amounts owed 1n respect of invorce discounung and factonng agreements of £1 9m

(Graphs from this page have been removed to comply with Companies
House filing requirement)

L~

Nick Hall-Palmer
Croup Finance Director

17 Apnl 2008
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Corporate governance

Corporate governance

The Board 1z commatted to ensuning that sound pancples of corporate governance are apphed
throughout the Group and s structunng its approach to achseve a position commensurate with the size of
the business and 1ts status as an Al hsted company

As the Group increases the size and complexity of its operations, the Group adapts us approach to
Corporate Governance Whilst there 15 no requirement to provide corporate governance disclosures due
to the company’s A1b hsted status, the major elements of the Group’s approach are histed below

Systems of internal control and 1ts effeciveness

The directors ackno wledge their responsibihiues for the Group's system of internal control  Such a system
can provide reasonable, but not absolute, assurance aganst matenal musstatement or loss  As i previous
years the following key controls existed throughout the year

. Empresana Group plc’s operanons are structured into profit centres  Annual budgets are prepared
for each profit centre and approved by the Board of Directors The performance of each profit
centre aganst budget 1s monttored on a monthly basis  Sigruficant vamances aganst budget are
thoroughly invesngated and corrective action taken

. Day to day responsibility for the management and operations of the business has been delegated to
the Chief Executive and the Board of Management, compnsing the Group Finance Director and
Regional Heads of Operatons Clear levels of authonty and terms of reference exist for the
Management Board As far as possible, the business units are given autonomy, whilst operating
within an established framework of internal controls

. The executive directors attend regular meetngs with operating company management to review
performance and agree future strategy

. The Board of Directors meets every two months to review the performance of the Group
Members of the Board of Directors meet formally with operatng company management on a
regular basts to review business performance and to address operational and strategic 1ssues

. Thetre existed within the Group throughout the year under review appropuate levels of delegated
authonty covenng the key areas of the Group’s operatons

The Group conunues to operate imnatives to enable subsidiary company management to identfy and
manage therr nsk effecuvely, using seminars and forums Dunng 2007, the company’s intranet site has
also been 1n use and companies withun the Group have been encouraged to see 1t as 2 mechamsm to share
information and good practice

Improvements will continue to be made to embed internal control and osk management further into the
operations of the business and to deal with areas of importance which come to management and the
Board’s attennon
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Corporate governance (continued)

Board of Directors

The Group has always sought to maintain a balance between Executive and Non-executive Directors m
keeping with 1ts size

The Board currently has five directors, composing of two Executive and three Non-Executive Directors

The Board exercises full and effecuve control over the Group The Board meets on a regular basis and 1ts
responsibthbies include strategy and management of performance, acquisitions and safeguarding the
Group’s assets

Board Commuttees
The Group has the following Commuttees in operanon
Audit Commuttee

The Audit Commurree 1s chaired by a Non Executive Director, Tim Sheffield and meets at least twice a
year to consider matters relating to accounung, internal control and the statutory audit Tony Martin 1
also a member of the Audu Commutiee

The Audit Commuttee meets the external auditors wathout the presence of the Group Finance Director at
least twice each year

The Group does not currently operate an internal audit function as the directors do not believe that, given
the current size and complexaty of the Group, the cost would dehver appropriate benefits

Remuneration Commuittee

The Remuneration Commuttee 15 chaired by a Non Executive Director, Penny Freer, who s joined on the
committee by the Group’s other Non Executive Director, Tim Sheffield The remuneration of the
Executive Directors 15 reviewed annually and approved by the Remuneranon Committee Chairman

Going concemn

The directors have formed the judgement, at the ome of approving the financial statements, that there 1s a
reasonable expectation that the Group has adequate resources to continue 1n operational existence for the
foreseeable future For this reason, the directors conunue to adopt the gomng concern basis 1n prepanng
the financial statements

N C Hall-Palmer

Group Finance Director
17 Apnl 2008
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Statement of directors’ responsibilities

The Disectors are responsible for prepanng the Annual Report and the financial statements m accordance
with applicable law and regulanons

Company law requires the Directors to prepare financial statements for each financal year The Directors
are required by the Internauonal Accounting Standards (IAS) Regulanon to prepare the Group financial
statements under Internavonal Fiancial Reporting Standards (IFR Ss) as adopted by the European Union
The Group financial statements ate also required by law to be properly prepared m accordance with the
Compantes Act 1985 and Article 4 of the International Accounung Standard (*IAS”) Regulations

IAS 1 requires that IFRS financial statements present fauly for each financial year the Group’s financial
position, fimancial performance and cash flows This requires the faithful representation of the effects of
transacuions, other events and condinons in accordance with the defimtions and ecogniton cnterna for
assets, lLabihities, mncome and expenses set out in the Internatonal Accounting Standards Board’s
‘Framework for the preparation and presentation of financial statements’ In virtually all circumstances, a
fatr presentavon will be achieved by compliance wath all applicable IFRSs However, Directors are also
requured to

. propetly select and apply accounting policies,

. present mformation, including accountng policies, 1n 2 manner that provides relevant, rehable,
comparable and understandable informanon, and

. provide addinonal disclosures when compliance with the specific requuements in IFRSs are
msufficient to enable users to understand the mmpact of particular transactons, other events and
conditions on the enuty’s financial position and financial performance

The Directors have elected to prepare the parent company financial statements in accordance with Umited
Kingdom Generally Accepted Accounung Practce (Umted Kingdom Accounting Standards and
apphcable law) The parent company financial statements are required by law to give a true and fair view
of the state of affairs of the Company In preparnng these financial statements, the Directors are requred
to

. select sustable accounung policies and then apply them consistently,
. make judgements and estmates that are reasonable and prudent, and
. state whether apphcable UK Accountng Standards have been followed, subject to any matenal

departures disclosed and explained 1n the financial statements

The Durectors are responsible for keeping proper accounting records that disclose with reasonable
accuracy at any time the financial position of the Company and enable them to ensure that the parent
Company financial statements comply with the Compantes Act 1985 They are also responsible for
safeguarding the assets of the Company and hence for taking reasonable steps for the prevenuon and
detection of fraud and other irregulanities

The Directors are responsible for the mamntenance and integuty of the corporate and financial info rmanon

nctuded on the Company's website Legislanon m the United Kingdom governing the preparation and
disseminarion  of financal statements may differ from legislavon i other junisdicnons
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Directors’ report

The directors present their annual report and the audited financial statements for the year ended 31
December 2007

PRINCIPAL ACTIVITIES

The pancipal activity of the group 1s the provision of staffing services The pnnapal activiies of the
company were those of investing 1n subsidanes, acong as a recrwtment company and providing
management Services

REVIEW OF THE BUSINESS AND FUTURE PROSPECTS

This 13 covered by the Chairman’s Statement, Chuef Executive’s Review and Financial Review on page 9,
12 and 23 respectvely

RESULTS AND DIVIDENDS

The results for the year are set out on page 37 Details abour the final dvidend for the year are disclosed
in the Financial Review on page 23

DIRECTORS

The following directors have held office since 1 January 2007 (or date of appointment)
Executive Directors

MW R Hunt

N C Hall-Palmer

Non-Executive Directors
A V Martin

T ] D Sheffield
P A Freer

With effect from 17 Aprl 2008, Mr § Kilpatnck will replace Mr N C Hall-Palmer as Group Finance
Director Mr N C Hall-Palmer will assume the role of Head of UK Operatons He wall also take on the
role of Group Development Director, which 1s not a main board posinon Mr N C Hall-Palmer will sit on
the Board of Management

FINANCIAL INSTRUMENTS
'The group’s policy and exposure to derivatives and other financial nstruments 1s disclosed . note 19 and
discussed 1n the Financial Review on page 26
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Directors’ report (continued)

DIRECTORS’ INTERESTS

The benefiaal interests of the directors serving at the year end 1n the shares of the company were as stated
below

2007 2006
Number of Number of

Director
ordinary shares ordinary shares
MW R Hunt 3,837,571 2,837,571
AV Martin 4,341,618 2,610,848
T ] D Shefficld 2,049,307 2,049,307
N C Hall-Palmer 201,647 201,647
P A Freer 15,000 -

The 1nterests of M W R Hunt include 446,700 (2006 — 446,700) shares by virtue of the shares held by hus
wife

None of the directors had interests in other group companies

The Directors’ interests held in the Execunve Equty Parucipation Plan (EEPP) are disclosed 1n note 18

SUBSTANTIAL SHAREHOLDINGS

As at 31 March 2008, excluding the directors, the following interests in 3% or more of the 1ssued ordinary
share capital i the register mamntained under the provision of section 211 of the Compantes Act 1985
were tdenufied

Name of holder Number of Percentage

ordinary shares holding
Caledonia Investment plc 7,211,388 2157%
Ennismore Fund Management 2,004,170 599%
NW Brown Nomnee 1,586,375 4 74%
Katalyst Ventures 1,151,000 344%

INFORMATION REQUIRED BY SECTION 992 OF THE COMPANIES ACT 2006

The company’s share capital consists of ordinary shares as set out in note 12 All of the Company’s 1ssued
ordinary shares are fully pard up and rank equally 1n all respects The nghts attached to them in additon
to those conferred on their holders by law, are set out in the Company’s Arucles of Associanon (“the
Artcles™  Other than those speafic provisions set out in the Arucles, there are no restrictions on the
transfer of ordinary shares or on the exercise of voung nghts attached to them From tme to ume the
Empresana Group Employee Benefit Trust holds shares i the Company for the purposes of the
Execunve Equity Participation Plan and the nghts attaching to them are exercised by independent
trustees, who may take into account any recommendaton by the Company
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Directors’ report (continued)

Rules about the appomtment and replacement of directors are set out i the Arncles Changes to the
Articles must be approved by shareholders passing a spectal resoluon  The directors’ powers are
conferred on them by UK legislauon and by the Articles The Board has the power conferred upon 1t by
shareholders to purchase 1t own shares

There are no significant agreements to which the Company 1s a party which take effect, alter or termunate
in the event of a change in control of the Company There are no agreements providing for
compensaton for directors or employees on change of control

DIRECTORS' AND OFFICERS’ LIABILITY INSURANCE

The company mantams lbabidiy insurance for the directors and officers of the Company and us
subsidiaries No director or officer was in receipt of any indemmty from the Company dunng the year

POLICY AND PRACTICE ON THE PAYMENT OF CREDITORS

The company and group do not follow any specified code or standard on payment practhce However, 1t
15 the company and the group’s policy to negouiate terms with 1ts suppliers and to ensure that they are
aware of the terms of payment when business 1s agreed It 1s the company and the group’s policy to abide
by these terms Suppliers are paid on average within 30 (2006 30) days

IFRS TRANSITION

In complance with AIM requuements, Empresaria has adopted Internanonal Financial Reporting
Standards (IFRS) for the first time in these financial statements for 31 December 2007

The key impact on the Group’s results 15 that goodwill 1s no longer amorused but subject to an annual
impairment teview The Board has adjusted the trading results to remove the effect of the amorused
goodwill charge For the 12 month period to 31 December 2006 this amounted to £762,000

Please refer to note 29 of the accounts ro understand the key adjusiments implemented to ensure
compliance with and transition to IFRS for the Group's reporting purposes

EMPLOYEE COMMUNICATION AND DISABLED EMPLOYEES

The Group places considerable value on the wnvolvement of tts employees and has contnued to keep
them informed on matters affecting them and on the vanous factors affecung the performance of the
Group and company This 1s achieved through formal and infermal meeungs, the company newsletter and
the company’s website Applicatons for employment by disabled persons are always fully considered In
the event of members of staff becoming disabled every effort 1s made 1o ensure that therr employment
with the Group conunues

INDEPENDENT AUDITORS
Each of the persons who 1s a director at the date of approval of this report confirms that

{1) so far as the director 1s aware, there 1s no relevant audit informauon of which the company’s auditors
are unaware, and

(2) the director has taken all the steps that he ought to have taken as a director i order to make himself
aware of any relevant audit mformanon and to establish that the company’s auditors are aware of that
information
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Thus confirmanon 1s given and should be interpreted 1n accordance wath the provisions of s2342A of the
Companies Act 1985

The audnors, Deloite & Touche LLP, have expressed thewr withngness to connnue in office and a
resolution to reappoint them will be proposed at the forthcoming Annual General Meetng

Approved by the Board of Directots and signed on behalf of the Board

MW R Hunt
Director

17 Apnl 2008
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Independent auditors' report on the group financial
statements to the members of Empresaria Group plc

We have audited the group financial statements of Empresana Group Plc for the year ended 31
December 2007 which compnse the consolhidated income statement, the consolidated balance sheet, the
consolidated statement of recogmsed mcome and expense, the consolidated cash flow statement and the
related notes 1 to 29 These group financial statements have been prepared under the accounting policies
set out therein

We have reported separately on the parent company financial statements of Empresana Group plc for
the year ended 31 December 2007

Thus report 1s made solely to the Company’s members, as a body, 1n accordance wath section 235 of the
Companites Act 1985 QOur audit work has been undertaken so that we mught state to the Company’s
members those matters we are required to state to them in an auditors’ report and for no other purpose
To the fullest extent permutted by law, we do not accept or assume responsibiity to anyone other than
the Company and the Company’s members as a body, for our audit work, for this report, or for the
opiuons we have formed

Respective responsibilines of directors and auditors

The directors' responsibiiies for preparing the Annual Reportt and the group financil statements in
accordance with apphcable law and Internanonal Financial Reporting Standards (IFRSs) as adopted by
the European Union ate set out 1 the Statement of Directors' Responsibiities

Our responsibihty 15 to audit the group financial statements in accordance wath relevant legal and
regulatory requirements and Internasonal Standards on Audinng (UK and Ireland)

We report to you our optnion as to whether the group financial statements give a true and far view,
whether the group financial statements have been properly prepared 1n accordance with the Companies
Act 1985 and Arncle 4 of the IAS Regulavon We also report to you whether in our optnion the
mnformation gwen m the Directors’ Report 1s consistent with the group financnal statements The
information given in the Directors' Report includes that speaific information presented in the Chairman’s
Statement, the Chuef Executive’s Review of the Business and the Financial Review that 1s cross referred
from the Business Review section of the Durectors’ Report

In additon we report to you 1f, 1n our opinion, we have not received all the informanen and explanations
we require for our audit, or if informanon specified by law regarding durector's remuneranon and other
transactions 1s not disclosed

We read the othet informaton contaned 1 the Annual Report as descnbed 1n the contents section and
consider whether 1t 15 consistent with the audited group financial statements We consider the
implicatons for our report if we become aware of any apparent misstatements or matenal inconsistencies
with the group financial statements Our responsibilines do not extend to any further informanon outside
the Annual Report
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Independent auditors' report on the group financial statements to the
members of Empresaria Group plc (continued)

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) 1ssued
by the Audiung Practuces Board An audit includes examination, on a test basts, of evidence relevant to
the amounts and disclosures in the group financial statements It also includes an assessment of the
sigruficant estimates and judgments made by the directors i the preparanion of the group financial
statements, and of whether the accounting policies are approprate to the group's circumstances,
consistently appled and adequately disclosed

We planned and performed our audit so as to obtan all the mformaton and explanatons which we
considered necessary in order to provide us with suffictent evidence to give reasonable assurance that the
group financial statements are free from matenal musstatement, whether caused by fraud or other
rregulanty or error In forming our optnion we also evaluated the overall adequacy of the presentation of
informauon wn the group financial statements

Opmion
In our opmiton
. the group financial statements give a true and fair view, 10 accordance with IFRSs as adopted by

the European Union, of the state of the group's affairs as at 31 December 2007 and of 1ts profit
for the year then ended,

. the group financial statements have been properly prepared in accordance with the Compantes
Act 1985 and Article 4 of the IAS Regulavon, and
. the mformation given 1n the Directors’ Report 1s consistent with the group financial statements

WO + ucke W9

Deloitte & Touche LLP

Chartered Accountants and Registered Auditors
Crawley, United Kingdom

17 Apnl 2008
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Consolidated income statement

2007 2006
Note £'000 £000
Continuing operations
Revenue 4 147,827 75,459
Cost of sales (105,476) (53,619)
Gross profit 42,351 21,840
Admunstrative costs (35,613) (18,335)
Operating profit 6 6,738 3,505
Finance income 8 240 6
Finance costs 8 (870 (414)
Net finance cost 8 (630} (408)
Share of operaung loss from associates (118) (203)
Profit before tax 5,990 2,894
Income tax expense 9 (1,881} (828)
Profit for the year 4,109 2,066
Attnibutable 1o
Equity holders of the parent 2,549 1,558
Minonty interest 1,560 508
4,109 2,066
Earnings per share from continuing operations
Basic earnungs per share 84 67
Diluted earnings per share 84 67
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Consolidated balance sheet

2007 2006
Note £'000 £'000
ASSETS
Non-current assets
Property, plant and equpment 10 1,887 790
Goodwill u 21,973 10,346
Other intangible assets 12 2,710 -
Interests 1n associates 13 981 582
Deferred tax assets 17 940 334
28,491 12,052
Current assets
Trade and other receivables 14 32494 11,229
Cash and cash equivalents 24 4110 3,342
36,604 14,571
Total assets 65,095 26,623
LIABILITIES
Current habihues
Trade and other payables 15 24,773 9,388
Corporaton tax payable 2,086 798
Short-term borrowings 16 6,227 3,558
33,086 13,744
Non-current habilities
Long-term borrowangs 16 2,050 1,201
Deferred tax hiabikuies 17 909 125
Total non-current habilines 2,959 1,326
Total habilines 36,045 15,070
Net assets 29,050 11,553
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Consolidated balance sheet (continued)

Note
EQUITY
Share capital 18,20
Share prermium account 20
Merger reserve 20
Translanon reserve 20
Fair value reserve 20
Retained earmings 20
Equity artributable to equity holders of the parent 20
Minonty interest 20
Total equity 20

These financial statements were approved by the Board of Directors and authonsed for 1ssue on 17 Apnl

2008

Signed on behalf of the Board of Directo

2007
£1000

1,668
16,623
1,539
962

(52)
5,302

26,042
3,008

29,050

MW R Hunt N C Hall-Palmer
Director Direclor

2006
£000

1,193
5,185
1,539
(28)
(78)
2,922

10,733
820

11,553
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Consohdated financial statements for the year ended 31 December 2007

Consolidated statement of recognised income and

expense

Available-for-sale investments

Valuatton guns/(losses) taken to equity

Exchange difference on net assets of overseas subsidiaries
Tax on ttems taken directly to or transferred from equuiry

Net mcome / (loss) recognised directly in equity
Profit for the penod

Total recognised income and expense for the penod

Aunbutable to
Equty holders of the parent
Munoznty interest

2007
£000

25
853

871
4,109

4,980

3,557
1,423

4,980

2006
£000

(78)
(28)
23

(83)
2,066

1,983

1,475
508

1,983
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Consolidated cash flow statement

Consohdated
2007 2006
Note £1000 £000
Net cash from operating acuvities 24 1,009 4,630
Cash flows from investing activities
Acquisinon of new substdianes 5 (11,874) {1,652)
Further shares acquired 1n existung subsidianes (],396) (417)
Cash acquired with subsidiary acquired 2,158 9
Acquisition of nvestrment 10 assaciates (447) (694}
Loans given to associates (393) (214)
Puzchase of property, plant and equipment {1,093) (528)
Finance income 142 6
Net cash used in investing activities (12,903) (3,490)
Cash flows from financing activities
Proceeds from 1ssue of share capital 11,501 905
Proceeds from bank loan / borrowings 3,043 725
Payment of loan (282) 247
(Decrease) 1n factoring borrovwangs (1,090) (733)
Finance cost (772) 414)
Drndends paid (166) (106)
Dividends paid to mun orty shareholders in subsidiary undertakings (472) (333)
Net cash from / (used in ) financing activities 12,662 (203)
Net increase 1n cash and cash equivalents 768 937
Cash and cash equivalents at beginmung of penod 3,342 2,405
Cash and cash equivalents at end of penod 24 4,110 3,342
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Notes to the consolidated financial statements

1 Basis of preparation and general information

Empresana Group plc 1s a2 company incorporated in The United Kingdom under the Companies Act
1985 The address of the register office 15 1 Peveril Court, 6 - 8 London Road, Crawley, West Sussex
RH10 8JE  Its company registration number 1s 3743194

The consolidated financial statements are for the nwelve months ended 31 December 2007 They have
been prepared in accordance with the requirements of IFRS 1 "Fust-ume Adoption of International
Fmmancial Reporang Standards" and wath those parts of the Compames Act 1985 applicable to
companies reporting under IFRS

The financal statements have been prepared under the historical cost convention except that they have
been modified to include the revaluation of certamn financial assets and Lkabilities The measurement
bases and principal accountng policies of the Group ate set out below

These consclidated financial statements are presented in Pounds Stering (f) because that 15 the
currency of the primary economic environment in which the group operates Foreign operations are
included n accordance with the policies set out in note 2

These consolidated financal statements have been prepared in accordance wath the accountng policies
which are based on the recogmion and measurement principles of IFRS 1n 1ssue as adopted by the
European Umon (EU) and are effecuve at 31 December 2007 or are expected to be adopted and
effecuve at 31 December 2007, the Group's first annual reporting date at whach 1t 15 required to use
IFRS accounting standards adopted by the EU

Empresana Group plc's consohdated financial statements were prepared in accordance with Unuted
Kingdom Accounung Standards (Unuted Kingdom Generally Accepted Accounting Practice)} untl 31
December 2006 The date of transition to IFRS was 1 January 2006 The comparatve figures n
respect of 2006 have been restated to reflect changes in accounung polictes as a result of adoption of
IFRS The disclosures requred by IFRS 1 concerning the transition from UK GAAP to IFRS are
given i the reconcihation schedules, presented and explained 1n note 29

At the date of authonsauon of these financial statements, the following Standards and Interpretatons
which have not been applied in these financial statements were 1n 1ssue but not yet effective

* IFRS 8 Operaung Segments

o [AS 1 (revised) Presentation of Financial Statement
e [AS23 Amendment to Borrowing Costs

s [AS 19 (revised) Employee benefits

s IFRIC 12 Service Concession Arrangements
* [FRIC13 Customer Loyalty Programmes

s IFRIC 14 An Interpretanon of [AS 19
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Notes to the consolidated financial statements
1 Basis of preparation and general information (continued)

The Directors anticipate that the adopuon of these Standards and Interpretatons i future penods will
have no material impact on the consolidated financial statements of the Group except for addional
disclosures

The accounting policies have been appled consistently throughout the Group for the purposes of
preparaton of these consolidated financial statements

The Group has taken advantage of certain exemptons available under IFRS 1 Fust-tume adophon of
Internanional Financial Reporting Standards The exemptions used are explamned under the respective
accounting policy

2 Summary of significant accounting pohcies

Basis of consohidanon

The Group financial statements consoldate those of the company and all of ws subsidiary
undertalungs as at 31 December 2007 Subsidianes are ennues over which the Group has the power 1o
control the financil and operanng policies so as to obtamn benefits from thewr actviies The Group
obtains and exercises control through voting nghts

Intra-group transactions and profits are eiminated fully on consohdauon Amounts reported 1n the
financial statements of subsidianes have been adjusted where necessary to ensure consistency with the
accounting policies adopted by the Group

Minonty interests in the net assets of consolidated subsidianes are denufied separately from the
Group’s equity therem Minority interest consists of the amount of those mterests at the date of the
ongmal business combination and the mnonty’s share of changes 1n equity sice the date of the
combination Losses applcable to the mumonty in excess of the of the minonty’s interest in the
subsidiary’s equity are allocated agamnst the mnterests of the Group except to the extent that the
munonty has a binding obligation and 15 able 1o make an additional investment to cover the losses

The results of subsidianes acquired or disposed of dunng the year are mcluded 1n the consohdated

mcome statement from the effectuve date of acquisiion or upto the effective date of disposal, as
appropriate
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Notes to the consolidated financial statements
2 Summary of significant accounting policies (continued)

Business combinations

The acqusition of subsidiarntes 1s accounted for using the purchase method The cost of the acquision
1s measured at the aggregate of the fair value, at the date of exchange, of assets given, hability incurred
or assumed, and equity instruments 1ssued by the Group 1in exchange for control of the acquuree, plus
any costs durectly attnbutable to the business combmatnon The acquiree’s idenufiable assets, habihnes
and contngent habilities that meet the conditions for recogrution under IFRS 3 are recogmused at their
farr value at the acquusition date, except for non-current assets (or disposal groups) that are classified as
held for sale mn accordance wath IFRS 5 Non Current Assets Held for Sales and Discontinued
Operanons, which are recogmsed and measured at fair value less costs to sell

Associates

In the Group financial statements, tnvestments in associates are accounted for using the equay
method The consolidated income statement includes the Group's share of associates’ profits less
losses while the Group's share of the net assets of the associates 1s shown 1n the consolhidated balance
sheet

If the Group's share of losses of an assoctate equals or exceeds 1ts interest i the associate, the Group
discontinues tecogmsing 1ts share of further losses Additional losses are provided for, and a hability 15
tecogrsed, only to the extent the Group has mcurred legal or constructive obligations or made
payments on behalf of the associate If the associate subsequently reports profits, the Group resumes
recognising 1ts share of those profits only after its share of the profits equals the share of losses not
recogrused

Goodwill ansing on the acquisition of associates 15 accounted for in accordance with the policy set out
below Any balance of goodwill 1s included 1n the carrying value of the investment 1n associates and 1s
assessed for impairment as part of that investment

Foreign currencies
6y Funcoonal and presentational currency

Items included 1n the individual financial statements of each of Empresana Group plc's
subsidianies are measured using the individual currency of the primary economic environment
in which that subsidiary operates (s "funcnonal currency") The consobidated financial
statements of Empresania Group plc are presented in Pounds Sterhing which 1s Empresana
Group plc's functonal and presentanonal currency
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Notes to the consolidated financial statements
2 Summary of sigmficant accounting pehcies (continued}

(u)

()

Transactions and balances

Foreign currency transactions are translated into the functionat currency using the exchange
rates prevaling at the dates of the transachons Foreign exchange gains and losses resulung
from the settlement of such transactions and from the translauon at period-end exchange rates
of monetary assets and lLabiities denomunated 1n foreign currencies are recogused i the
income statement

Group companies

The results and financial position of all of Empresana Group plc's subsidianes (none of which
has the currency of a hyper-inflatonary economy) that have a funcnonal currency different
from Empresana Group plc's presentauon currency are translated mto the presentation
Currency as follows

- Assets and labilities for each balance sheet presented are translated at the closing rate
at the date of that balance sheet,

- Income and expenses for each income statemnent are translated at average exchange
rates (unless this average is not a reasonable approximanon of the cumulative effect
of the rates prevaling on the transactnon dates, in which case income and expenses
are translated at the dates of the transactions), and

- All resulting exchange differences are recogmused as a separate component of equity

On consohdaton, exchange differences ansing from the translation of the net investment in
foreign entittes are taken to shareholders' equity When a foreign operation 15 sold, such
accumulated exchange differences are recognised in the mcome statement as part of the gain
ot loss on sale

(v) Denvative financial instruments

The group’s activiues exposed 1t prmanly to the financial nsks of changes in foreign currency
exchange rates and interest rates The group uses foreign exchange forward contract to hedge
these exposures The group does not use financul mstruments for speculauve purposes
Change 1n the fair value of dervauve financial instruments are recogmised in the income
statement as they anse
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Notes to the consolidated financial statements
2 Summary of significant accounting pohcies (continued)

Property, plant and equipment

Property, plant and equpment 1s stated at lustoncal cost, net of depreciatton and any provisions for
impatrment

Depreciation 1s calculated using the straight-ine method to allocate the depreciable value of property,
plan and equipment to the income statement over their useful economic hives as follows

Leasehold property over the term of the lease
Fuxtures, fitungs and equpment between one and two years
Motor vehicles over five years

Gains and losses on disposals are determined by companng proceeds with carrying amounts  These
are included 1 the income statement

Leased assets

Leases that result in the Group recerving substantally all of the nsks and rewards of ownershup of an
asset are treated as finance leases  An asset held under a finance lease 1s recorded in the balance sheet
and depreciated over the shorter of 1ts estmated useful hfe and the lease term  Future instalments net
of finance charges are included within borrowmgs  Minimum lease payments are apportioned between
the finance charge, which 15 allocated (o each period to produce a constant penodic rate of imnterest on
the remaining Labiity and charged to the income statement and reduction of the outstanding Lability
Rental costs ansing from operating leases are charged on a straight hine basis over the penod of the
lease

Intangible assets

An mtangible asset, which 15 an idenufiable non-monetary asset without physical substance, 1s
recognised to the extent that 1t 1s probable that the expected future economuc benefits attributable to
the asset will flow to the Group and that 1ts cost can be measured rehably The asset 15 deemed to be
dentfiable when 1t 15 separable or when 1t anses from contracrual or other legal nghts

Goodwnll

The acqusinon of subsidianes 1s accounted for using the purchase method Goodwill znsing on
acquisiton 1s recogmised as an asset and 1s stated after separating out idenufiable mntangible assets
Goodwill represents the excess of acqusinon cost over the farr value of the Group's share of the
idennfiable net assets of the acquired subsidiary at the date of acqusinon If, afier measurement, the
Group’s interest in the net fair value of the idenufiable assets, habilines and contingent liabthnes
exceeds the cost of the business combmnation, the excess 1s tecogmsed immediately m tncome
statement
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Notes to the consolidated financial statements
2 Summary of significant accounting pohcies (continued)

Goodwill 1s allocated to each of the Group’s cash generaung umts and 1s tested annually for
tmpawrment  Goodwill 1s carned at cost less accumulated impairment losses

Goodwill and fawr value adjustment ansing on the acquisinon of a foreign entity are treated as assets
and habilives of the foreign enury and translated at the closing rate The group has elected to treat
goodwill and far value adjustments ansing on acqusition before the date of transinon to IFRS as
sterling denominated assets and habiities

Goodwill ansing on acqusittions before the date of transiton 1o IFRS (1 January 2006) has been
retained at the previous UK GAAP carrying amount

Amortisation and other intangible assets

Amortisation 1s charged to the mcome statement and calculated using the straight-line method over its
estimated useful life as follows

Customner relatons over fifteen years
Trademarks Over fifteen years
Software between one and two years

Cash and cash equivalents

Cash and cash equivalents compunse cash-in-hand, deposits held at call with banks and other short-
term highly hqud mvestments with ongmal maruntes of three months or less Bank overdrafts are
included within the balance sheet in current financial habilittes — borrowings

Financial assets

Financial assets, other than hedging instruments, can be divided into the followng categories

. loans and recervables
. financial assets at fair value through profit and loss
. available-for-sale financial assets
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Notes to the consolidated financial statements
2 Summary of significant accounting policies {continued)

Financial assets are assigned to the different categones on wunal recogmpon, depending on the
characterisucs of the instrument and 1ts purpose A financial mstrument's category 1s relevant for the
way 1t 15 measured and whether resultng income and expenses are recognised n profit or loss or
charged directly against equuity

Generally, Empresana recogmses all financial assets using settlement day accounting  An assessment
of whether a financial asset 15 impaired 1s made at least at each reportung date  For recervables, this 1s
based on the latest credit mformation available, (1e recent thurd party defaults and external credit
ratings) Financial assets that are substantially past due are also considered for imparment  All income
and expense relanng to financial assets are recogrused 1n the income statement hne em "finance
costs” ot "finance income", respecuvely

Loans and receivables are non-denvanve financial assets with fixed or determinable payments that are
not quoted in an actve masket They are measured at amortised cost using the effecuve interest
method, less provision for impairment Any change m their value 1s recogmsed 1 profit or loss
Empresana's trade and other recervables fall into this category of financial instruments

Indrvidual recevables are considered for impairment when they are past due at the balance sheet date
or when objecuive evidence 15 recerved that a specific third party will default  All other recervables are
reviewed for impairment 1 groups, which are determined by reference to the mdustry and region of 2
third party The percentage of the wnte-down 15 then based on recent hustoncal third party default
rates for each identficd group

Financial assets at fair value through profit or loss include financial assets that are esther classified as
held for trading or are designated to be carned atr fair value through profit or loss upon imunal
recogniton By defimnion, all denvative financial mstruments that do not qualfy for hedge accounung
fall 1nto this category Empresana's management, however, does not consider any other financial asset
for designation into thus category

Any gan or loss ansing from denvaave financial instruments 1s based on changes in fair value, which 1s
deterrned by direct reference to active market transactions

All other financial assets wathin this category are measured at faur value, with changes in value
recognsed 1n equity Gains and losses ansing from financial mstruments classified as available-for-sale
are recogmsed 1n the mcome statement when they are sold or when the investment 1s umpaired In the
case of impairment, any loss previously recogmsed i1n equuty 15 transferred to the income statement
Losses recognised 1n the income statement on equity instruments are not reversed through the income
statemnent  Losses recogmsed in pror penod consolidated income statements resulting from the
impairment of debt secunues are reversed through the income statement
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Notes to the consolidated financial statements
2 Summary of significant accounting policies (continued)

Financial habihties and equity instruments

Financial labihties and equity mstruments are classified according to the substance of the contractual
arrangements entered into

Financial habilities

The Group's financial habilittes include borrowings, trade and other payables (including finance lease
habihnes) Borrowmngs are recogmused imually at far value, net of transacton costs incurred
Borrowings, trade and other payables are subsequentdy stated at amomused cost  Any difference
between the proceeds (net of transaction costs} and the redemption value 15 recognised 1n the income
statement over the penod of the borrowings using the effective mterest method

Fmancial labiiies are recognised when the Group becomes a party to the contractual agreements of
the mnstrument Al mterest-related charges and, 1f applicable, changes 1n the mstrument’s fair value
that are reported 1n profit or loss are mcluded mn the income statement line 1tems "finance costs” or
"finance income”

Borrowings arc classified as current labilines unless the Group has an uncondinonal nght o defer
settlement of the liabihity for atleast 12 months after the balance sheet date

Contingent consideration

Where a business combinanen agreement provides for an adjustment to the cost that 1s contingent on
future events, contingent consideration ts included in the cost of an acqusition if the adjustment 1s
probable (that 15, more likely than not} and can be measured reliably Where the effect of the tme
value of money 1s matenal, the amount of the provision 15 the present value of the expenditures
expected to be required to settle the obligation The difference between the cost of acquisition and the
net assets acqured 1s capitahised as goodwall

Provistons

Provisions are recogmsed when the group has a present obliganon as a result of a past event, and 1t 1s
probable that the Group will be required to settle that obligaton Provision are measured at the
directors’ best estimate of the cxpenditure required to settle the obligation at the balance sheet date,
and are discounted to present value where the effect 1s material

Equity iastruments

An equity mstrument 18 any contract that evidences a residual interest in the assets of the Group after
deducung all of 1ts habilities
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Notes to the consolidated financial statements
2 Summary of significant accounting policies (continued)

Impairment of assets

The carying amount of non-current assets other than deferred tax 1s compared to the asset’s
recoverable amount at each balance sheet date for any indicavon of umpairment For goodwill, the
recoverable amount 15 estimated at each balance sheet date  An tmpairment loss 1s recogrused
whenever the carrying amount of an asset or its cash generating unit exceeds 1ts recoverable amount
Impairment losses are recogrused 1n the income statement and not reversed 1n a subsequent penod

Impairment losses recogmsed 1n respect of cash generating unmits are allocated first to reduce the
carrying amount of any poodwil allocated to cash generanng umits and then to reduce the carrying
amount of the other assets in the umt on a pro rata basis A cash generatng vt 1s the smallest
wdenufiable group of assets that generates cash mflows that are largely independent of the cash inflows
from other assets or groups of assets

The recoverable am ount 13 the greater o f their fair value less costs to sell and value n use In assessing
value 1n use, the esumated furure cash flows are discounted to therr present value using a pre-tax
discount rate thar reflects current marker assessments of the time value of money and the nsks speafic
to the asset For an asset that does not generate largely independent cash inflows, ther recoverable
amount 1s determined for the cash generatng umit to whach the asset belongs

Revenue and revenue recognition

Revenue compnses the fair value of the consideranon recerved or recewvable for the sale of services
provided 1n the ordinary course of the Group's acovinies Revenue s shown net of value added tax
and trade discounts

Permanent placement revenue 1s recogmused at the point when the candidate commences employment

Contract placement revenue 15 recogmsed on the basis of actual work performed in the relevant year
based on timesheets submutted

Current and deferred tax

'The tax expense represents the sum of the tax currently payable and deferred tax

Current tax 1s the tax currently payable based on taxable profit for the year Taxable profit differs from
net profit as reported 1n the income statement because 1t excludes items of ncome or expense that are
taxable or deducuble in other years and 1t excludes mems that are never taxable or deducuble The

Group’s habihity for current tax 1s calculated using tax rates that have been enacted or substanuvely
enacted by the balance sheet date
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Notes to the consolidated financial statements
2 Summary of significant accounting pohcies (continued)

Deferred mncome taxes are calculated using the hability method on temporary differences Deferred
tax 1s generally provided on the difference between the carrying amounts of assets and labthties and
their tax bases However, deferred tax 15 not provided on the 1mnal recogmution of goodwall, nor on
the innal recogmtion of an asset or hability unless the related transaction 15 a business combinanon or
affects tax or accounting profit In addition, tax losses available to be camed forward as well as other
income tax credits to the Group are assessed for recogmubion as deferred tax assets

Deferred tax babiliues are provided in full, wath no discounting Deferred tax assets are recogmsed to
the extent that 1t 1s probable that the undedying deducuble temporary differences will be able to be
offset agamnst future taxable mcome Current and deferred tax assets and habiliues are calculated at tax
rates that are expected to apply to their tespective penod of realisation, provided they are enacted or
substannvely enacted at the balance sheet date

Changes in deferred tax assets or habilities are recognised as a component of tax expense in the mcome
statement, except where they relate to stems that are charged or credited directy to equity in which
case the related deferred tax 1s also charged or credited directly to equuty

Employee benefits
Defined contribution pension scheme

Pension costs are charged to the mcome statement related to a defined contbunon scheme The
assets of the scheme are held separately from those of the Group Contnbutions to the scheme are
charged to the mcome statement as they become due for payment

Share based payments

The Group has applied the requirements of IFRS 2 - Share-based Payment In accordance with the
transinonal provisions, IFRS 2 has been appled to all grants of equity instruments after 7 November
2002 that were unvested at 1 January 2005

The group 1ssues equity-settled share-based payments to certain key employees Equity settled sharce
based payments are measured at farr value (excluding the effect of non market-based vestng
conditions) at the date of grant The fair value determuined at the grant date of the equity settled share
based payments 15 expensed on a straight line basis over the vesting penod, based on the group’s
esimate of shares that will eventally vest and adjusted for the effect of non market based vesting
condinons

The fair value of the opuons granted 1s measured using a Monte Carlo stmulation model, taking mnto
account the terms and condmons upon which the options were granted
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3 Cnucal accounting judgements and estimates

The preparation of consohdated financial statements under IFRS requires the Group to make estimates
and assumptions that affect the application of polictes and reported amounts Estimates and judgements
are continually evaluated and are based on historical expenence and other factors icluding expectations
of future events that are believed to be reasonable under the circumstances Actual results may differ from
these eshmates The esumates and assumptons which have a nsk of causing a matenal adjustment 1o the
carrying amount of assets and habiittes are discussed below

Impairment of goodwnll

The Group 1s required to test, at least annually, whether goodwill has suffered any impairment  The
recoverable amount 1s determined based on the value 1n use calculanons  The use of this method requires
the esumation of future cash flows and the choice of a suntable discount rate 1n order to calculate the
present value of these cash flows Actual outcomes could vary

Impairment of £0 7m (2006 nif} has been recogmused
Intangible assets (1including goodwll)

The Group recogmses intangible assets acquired as part of business combinations at fair value at the date
of acqusiton The determinaton of these fair values 1s based upon management’s judgement and
wncludes assumptions on the uming and amount of future mcremental cash flows generated by the assets
and selection of an appropnate cost of capital

In addition, management must assess the value of any conungent consideration that 1t 1s due to the seller
following the completon of the imtial purchase The value of this consideranion 15 frequently based on
the financial performance of the business post acquisinon Therefore management must assess the likely
value of this performance and so give a value to the expected contingent constderation  Actual post
completion performance may vary from management’s estimate

Furthermore, management must estumate the expected useful lhives of intangble assets and charge
amortsation on these assets accordingly

Goodwill of £22m (2006 £10m) and other mmtangble assets of £2 7m {2006 ml) have been recogmsed by
the Group Conungent consideration of £323,000 (2006 nil) was recogmsed Amortisanon of intangible
assets of £159,000 (2006 nd) was also recogrused

Provisions

A provision 15 recogmsed in the balance sheet when the Group has a present legal or construcnve

obligation as a result of a past event, and 1t 15 probable that an outflow of economic benefits will be
required to settle the obliganon
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As part of the put and call option attached to the Headway acquisition, a penalty is payable At year end
management do not believe that 1t 15 probable that the penalty will be payable and therefore only disclosed
this habihty  Full details can be found 1n note 25

Recognition of deferred tax asset

Empresana’s management bases 1ts assessment of the probability of future taxable mcome on the Group's
latest approved budget forecast, which 1s adjusted for sigmficant non-taxable 1ncome and expenses and
specific hmits to the use of any unused tax loss or credit The specific tax rules in the legislations
Empresana operates in are also carefully taken into consideranon If a positive forecast of taxable income
indicates the probable use of a deferred tax asset, especially when it can be utilised wathout a ime lumnut,
that deferred tax asset 1s usually recogrused in full The recogmuon of deferred tax assets that are subject
to certain legal or economic limuts or uncertainnes 15 assessed individually by Empresana's management
based on the specific facts and circumstances

4  Segment analysis

As the Group operates 1 one business segment, being that of recrumment services, no addinonal
business segment wnformation 15 required to be provided The Group's pamary segment 1s
geographical and secondary segment 15 business  The segmental results by geographical area are shown

below

By location of
operating company

2007 2006
£000 £000
Revenue
United Kingdom 81,168 65,976
Eutope 52,444 455
Rest of world 14,215 9,028
147 827 75,459
Gross profit
Umted Kingdom 20,958 17,689
Europe 16,826 401
Rest of world 4,567 3,750

42,351 21,840

Operating profit

Umited Kingdom 3,966 2,733
Europe 2,428 44
Rest of word 344 728

6,738 3,505
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4 Segment analysis {continued)

By location of
operating company

2007 2006
{£000 £000
Total segmental assets
Usntted Kingdom 66,924 43,496
Europe 27,084 463
Rest of wotld 11,577 4,540
Ebminanons (40,490) (21,882
65,095 26,623
Total segmental habihines
United Kingdom 37,362 27,7119
Europe 21,615 502
Rest of world 6,900 3,810
Eluminanons {29,832) {16,967)
36,045 15,070
Net assets
Uruted Kingdom 29562 15,777
Europe 5,469 (39
Rest of wotld 4,677 730
Ebminations (10,658) (4,915
29,050 11,553
Caprital expendsture incurred (including intangibles)
United Kingdom 265 426
Europe {(including mtangibles £2,299k , 2006 nil) 2,779 76
Rest of wortld (including intangbles £428k , 2006 nil) 786 52
3,830 554
Significant non-cash expenses (Depreciation, amortisation and
mpairment)
United Kingdom (including impairment £67% 2006 nil) 083 289
Europe 446 9
Rest of world 93 39
1,522 337

Profit of rest of world segment includes share of current yeat’s loss from assocate’s amount to £118,000

(2006 203,000)
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5 DBusiness combinatons

The Group made four acquisiion dunng the year (2006 - four acquisinons were made} Under IFRS 3
(Business Combinations) management has a penod of 12 months from acquisiton to finalise their
calculatnons of fair value of the assets and habihiies of the acquired businesses The detals of the
acquisitons made are as follows

In March 2007, the Group acqured a 51% of the share capital in PT Learning Resources Indonesia
‘Learnming Resources’, a company incorpotated tn Indonesia for a consideration of £91,000 Learning
Resources 15 a specialist staffing company

In May 2007, the Group completed the acqusiton of 60% of the share capital of headwayholdings
GmbH “Headway™, a company incorporated 1n Germany for a constderation of £99m Headway 1s the
patent company of a group of comparues that specialise 1n supplying temporary staff to organusatons mn
the personnel, logisucs, engineenng and industnal sectors

In May 2007, the Group acquired 60% of the share capital in EAR Holding BV 'EAR', a company
incorporated 1n the Netherlands for a consideranon of £289,000 EAR is a specialist staffing group

In November 2007, the Group acquired 56% of the share capiral of Markeung y Promociones Limitada
'Alternatova’, Chile for a consideranon of £690,000  ‘Alternattiva’ speciabises 1in the provision of
outsourced sales, marketing and promotonal staffing solutons

The transactions have been accounted for by the purchase method of accounting
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5 Business combinations (conttnued)

Learmng
Fair value and book values: resources Headway EAR  Altematuva
£'000 £'000 £'000 £'000
Property, plant and equipment 1 362 9 37
Intangibles Customer relanons - 2,299 - -
Intangibles othet - 85 - -
Trade and other receivables 11 6,397 615 2,727
Cash and cash equivalents 2 982 9 281
Total assets 14 10,125 633 3,045
Current habiines 2 7,834 784 1,042
Non-Current habilities - 643 87 -
'Fotal habihines 2 8477 871 1,042
Net assets / (habihties) acquired 12 1,648 (238) 2,003
Goodwnll 189 8,913 715 (698)
Total consideration 20 10,561 477 1,305
Sansfied by
Cash consideranon 92 9,900 289 690
Shares in Empresana Group pic* - - 68 -
Conungent consideration accrued 110 - - 493
Diurectly attributable costs - 661 120 122
201 10,561 477 1,305
Total cash payments for new acquisition 9N 10,561 409 813
Maxmum contngent consideration 110 - - 1,122

The above table represents fair value and book value on acqusinon date On acqusition there was no
difference between the fair value and book value of the acquired assets and habihues

*Share in Empresana Group plc amounting to {68,000 represent the fair value as derived from the 1ssued

price

The goodwill ansing on the acquisition of these enuties 13 attnbuted to the key management and other
employees as well as the anticipated profitabiity of the Group's services in the new markets which cannot
be recogmsed as intangible assets under LAS 38 "Intangble Assets”

Since the acquisiton, Learning Resources, Headway, EAR, and Alternatova have contnbuted £61,000,
£1,028,000, £14,000 and £29,000 to the group profit attnbuted to equity holders of the parent to

31 December 2007
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5 Business combinations (continued)

Had the acquisinons occurred on 1 January 2007 the group would have generated addinonal revenue of
£32,000, £21,700,000, £1,647,000 and £16,388,000 respecuvely for the penod to 31 December 2007 and
the group profit / (loss) attributed to equuty holders of the parent for the penod would have been
addinonal £4,000, (£570,000), (£33,000), £11,000 respectively

A list of the sigmificant investments 1n substdianies 1s given 1n note 6 to the parent company’s separate
financial statements

6 Operating profit

Operating profit 1s stated after charging/{crediung)

2007 2006
£000 £000
Deprecranon of property, plant and equipment 685 337
Amortisaton of mtangibles 159 -
Operantng lease charges -
- Land and buildings 1,274 641
- Motor vehicles 778 -
Net foreign exchange gain (98) -
Negative goodwill credit (712) -
Goodwill impairments 679 -
Trade tecervable impairments 734 17
Auditors remuneration 234 157
The analysis of auditors’ remuneranon is as follows
2007 2006
£000 £000
Auditors’ rtemuneration
- Fee payable to the company’s auditors for the audit of the company’s 69 32
annual accounts
- The audit of the company’s subsidianes pursuant to legislanon 58 85
Total audit fees 127 117
- Tax services - 40
- Other services Due diligence 107 -
Total non-audit fees 107 40
Total auditors remunerauon 234 157
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7 Directors and employees

2007 2006
£000 £000
Staff costs
Wages and salanes 17,282 10,751
Socal secunty costs 1,767 1,013
Pension costs 119 93
19,168 11,857
No No
Average monthly number of persons employed (including ditectors)
Sales, distribution and adminstratton 760 365
2007 2006
£060 £'000
Directors’ remuneration, who are considered the only key employees
Emoluments for qualifying services (including bonus £60,600 (2006 - £41,000)) 529 404
Company pension contnbutions to money purchase scheme 27 27
556 431

The number of directors accrung benefits under money purchase pension scheme arrangements was two
(2006 two)

2007 2006
£1000 £000
Highest paid director
Remuneration (including bonus £33,000 (2006 - £23,000)) 247 197
Pension contnbutions 16 16
263 213
8 Finance income and cost
2007 2006
£000 £'000
Fmance income
Bank interest recervable 142 G
Foreign exchange on financing transactions 08 -
240 6
Finance cost
On amounts payable to factors (633) (371)
Bank loans and overdrafis (237) (43)
(870) (414)
Net finance cost {630) (408)
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9 ‘Taxation

(a) The tax charge for the year was based on the following,.

2007 2006
£000 £000
Current taxation
Current Tax 2,228 854
Deferred Tax (347) (26)
Total income tax expense i the Income statement 1,881 828
(b) Factors affecting the tax charge for the year
2007 2006
£000 £000
Profit before taxation 5991 2,894
Profit before tax at standard rate of corporation
tax 1n the UK of 30% (2006 30%) 1,797 869
Effects of
Other expenses not deducnble for tax purposes 99 274
Unlisation of rax losses 6} (76)
Adjustment to tax charges 1n respect of previous
penods (64) (142)
Overseas tax at different tax rates 39 (33
Amortsation of intangibles, goodwill impairment
and credrt of negative goodwall 16 {64)
Tax expense and effective tax rate 1,881 828
(c) Movement in deferred tax 1s explained as below
2007 2006
£000 L1000
1 January 209 165
Charge to income for accelerated tax on depreciauon (6} )
Credst to income 365 30
Charge to income for change 1n deferred tax rate from 30% to 28% {13) -
{Charge) / credit to equity )] 23
Deferred tax acquired duning the year (n new acquisition) (517) -
31 December 31 209
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10 Property, plant and equaipment

The following tables show the sigruficant additions and disposals of property, plant and equpment

Fixtures,
Leaschold  fittings and Motor
Property equipment¥ vehicles Total
Cost £'000 £'000 £'000 £'000
At 1 January 2007 40 2,609 2 2,651
Acquisitions - 1,614 122 1,736
Additions 72 910 121 1,103
Disposals - (19 (84) (103)
At 31 December 2007 112 5,114 161 5,387
Accumulated Depreciation
At 1 January 2007 25 1,834 2 1,861
Acquisinons - 971 76 1,047
Charge for the financial year 12 658 15 685
Disposals - (12 {80) (92
At 31 December 2007 37 3,451 13 3,500
Net book value
At 31 December 2007 75 1,662 149 1,887
At 31 December 2006 15 775 - 790
*Fixtures, fithngs and equipment includes £220,000 (2006 n) from secured finance leases
Fixtures,
Leasehold  fittings and Motor
Property equipment vehicles Total
Cost £'000 £'000 £'000 £'000
At 1 January 2006 40 2,075 2 2,117
Acquisittons - 92 - 92
Addions - 554 - 554
Disposals - (112) - (112)
At 31 December 2006 40 2,609 2 2,651
Accumulated Depreciation
At 1 January 2006 23 1,557 2 1,582
Acqusitions - 27 - 27
Charge for the financial year 2 335 - 337
Disposals - {85) - (85)
At 31 December 2006 25 1,834 2 1,861
Net book value
At 31 December 2006 15 775 - 790
At 31 December 2005 17 518 - 535
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11 Goodwill

2007 2006
£'000 £'000
Cost
At 1 January 11,476 9,111
Amortisation pnor to 1 January 2006 {1,130) {1,130)
10,346 7,981
Acqusinon of subsidiary undertakings (including additional shares
purchases 1n exciing subsidiaries) 11,167 2,365
Impairments {679 -
Forewn exchange 1,139 -
At 31 December 21,973 10,346

Goodwill has been tested for impairment by companng the carrying amount of each cash-generatng umt
(CGL), including goodwill, wath the recoverable amount of that ncome-generaung umt

The recoverable amount of a cash-generating umit 15 determined based on the lgher of value 1n use
calculanons and 1ts fair value less costs to sell The value 1n use calculauons use cash flow projectons
based on internal business plans approved by the Directors Long term cash flow has been extrapolated
by using an appropnate growth rate for each CGU In general, the assumed long term growth rates used
for UK business are 2 5% and 5% for other businesses A pre-tax discount rate of 8 5% has been used 1n

discounnng the projected cash flows

Following the above impairment tests, £679,000 (2006 ml) impairment of goodwil was required in the

year in the Unuted Kingdom segment

The carrying amount of goodwill has been allocated as follows

2007 2006
£000 £'000

Goodwill
Umited Kingdom (comprising several CGUs) 7,860 7,899
Europe (compmnsing several CGUs) 12,058 1,013
Rest of world (comprnising several CGUs) 2,055 1,434
21,973 10,346
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12 Intangible assets

Customer Trade
relations marks Software Total
£'000 _£'000 £'000 £'000
Carrying amount at 1 January 2007 - - - -
Additions - 428 - 428
Acquisition 2,299 - 165 2,464
Gross cattying amount at 31 December 2007 2,299 428 165 2,892
Amortisation
Carrying amount at 1 January 2007 - - - -
Charge for year 102 5 52 159
Acquisition - - 23 23
Accumulated amortisation at 31 December 2007 102 5 75 182
Net book value as at 31 December 2007 2,197 423 90 2,710
Net book value as at 31 December 2006 - - - -
13 Interests 1n associates
Investment
1n associates
£'000

Cost
At 1 January 2007 582
Fair value movement for IFRS 26
Addinons 447
At 31 December 2007 1,055
Share of losses retained
Loss before tax for the year {118)
Share of tax in associates 44
At 31 December 2007 (74)
Net Book Value
At 31 December 2007 981
At 31 December 2006 582
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13 Interests in associates (continued)

Results of associates
Aggregated amounts relating to associates

2007 2006

£'000 £1000

Total Assets 2,337 1,201
Total habilines 1,759 665
Revenues 1,353 415
Loss (532) (313)

A list of the sigmficant investments in associates 1s given i note § to the parent company’s separate
1g p pany P

financial statements

14 Trade and other receivables

2007 2006
£'000 £'000

Current
Trade recewvables 25,702 7,502
Less proviston for impairment of trade receivables (145) (128)
Net trade recervables 25,557 7,374
Loan to associates 607 214
Prepayments and accrued income 4,178 1,543
Other recervables 2,152 2,098
32,494 11,229

The trade recewvables includes factored and discounted recewvables of £1,954,000 (2006 - £2,568,000)

All amounts are shori-term  The carrying value of trade recewvables 15 considered a reasonable

approximatton of fair value

More analysis on the trade recetvables 15 1n note 19
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15 Trade and other payables

2007 2006
£'000 £'000

Current
Trade payables 1,983 1,171
Other tax and social secunty 3,195 1,598
Other payables 12,135 3,692
Accruals 7,460 2,927
24773 9,388

All amounts detaded above are payable wathin one year
not matenally different from those disclosed above

16 Financial habilities - borrowings

The far values of trade and other payables are

2007 2006
£'000 £'000
Current
Bank overdrafts 2,516 -
Amounts related to invoice financing 1,954 2,568
Current pornon of bank loans 1,757 990
6,227 3,558
Non-current
Bank loans 1,594 1,038
Other creditors 456 163
2,050 1,201
Total financial habilines 8,277 4,759

The bank loans are secured by a first fixed charge over all book and other debts given by the company
and 1ts subsidianies Interest 15 payable at 17% above HSBC ple base rate on £1,000,000 (2006 -
£1,000,000) and interest 1s payable at 1 0 % above HSBC plc base rate on the next £1,100,000 (2006

1 64% above HSBC plc base rate on next - £550,000)

Included within loans repayable within one year 1s £1,225,000 (2006 £725,000) that relates to the

drawdown against a revolving credit loan facility
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17 Deferred tax

(a) Deferred tax assets

2007 2006
£'000 £1000
1 january 334 170
Charge to 1ncome for accelerated tax on deprecianon (3) &)
Credit to income 447 147
Chatge to income for change 10 deferred tax rates (20) -
{Charge) / credit to equuty - 23
Deferred tax acquired dunng the year (in new acquisition) 182 -
31 December 940 334
Deferred tax assets analysis 2007 2006
£000 £000
Accelerated tax on deprectanon 285 107
Tax losses 655 227
940 334

(b) Deferred tax hability
2007 2006
L£000 £000
1 January (124} O]
Charge to income for accelerated tax on deprecianon 3 )
Charge to income (82 117
Charge 10 income for change 1n deferred tax rates 7 -
{Chatge) / credit to equuty (7 -
Deferred tax acquired dunng the year (in new acquisition) (700 -
31 December {909) {125)
Deferred tax habiity analysis 2007 2006
£000 £7000
Accelerated tax on deprecianon {9) {6)
Recognised on mrangible assets (644) -
QOther (256) {119
909 (125)
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18 Share capital

(a) Shate capital

2007 2006
Number of Number of
Authonsed shares £'000 shares £'000
Ordinary shares of 5p each 60,000,000 3,000 60,000,000 3,000
Number of Number of
Allotted and fully paid shares £'000 shares £'000
Ordinary shares of 5p each 33,368,649 1,668 23,868,526 1,193

Dunng the year ended 31 December 2007, the Group issued a total of 9,500,123 ordinary shares for a
premuum of £11,438,000

Durnng the year ended 31 December 2006, the Group 1ssued a total of 1,611,707 ordinary shares for a
premuum of £1,363,000

(b) Share based payments

The Company operates the Executive Equity Participation Plan (EEPP) for directors The EEPP 15 a
discrenonary scheme under which Board level directors are mvited to place a number of investment
shares in the EEPP The participants can either purchase the shares independently or lodge shares already
held Subject to earmings per share and total shareholder return performance targets bemng met, the
participants may then be awarded a number of nil cost matching shares The award 1s capable of being
made after a three year investment penod and within ten years of the date of grant

In August 2007 an award over matching shares was made under the EEPP

The award was valued using the Monte Carlo simulation model The fair value of the award to marching
shares and the assumptions used i the calculations are as follows

2007 2006
Fair value per award (in pence) 937 -
Weighted average share price at grant (in pence) 1325 -
Weighted average exercise price Nil -
Expected volatlity (per cent) 356 -
Rusk free rate (per cent) 52 -
Expected dvidend yield (per cent) 06 -

Expected volanlity was determuned by calculating the lustonical volaulity of the Company’s share price
over the pertod 1 January 2006 to 1 August 2007 The expected life used has been adjusted, based on
management’s best estmate, for the effects of non-transferability, exercise restnctions and behavioural
considerauons  The Group recognuses total expenses of £102,500 (2006 ml) related to equity-setded
share based payment transactions dunng the year
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The number of shares subject to an award for maichung shares, the period in which they were granted and
the penod 1n which they may be exercised are given in the following table

No of
No of awards
awards outstanding
outstanding 31
Year 1January Granted Exercised Lapsed December Exercise
of 2007 m year In year nyear 2007 pnce per  Exercise
_grant (°000s) (*000s) (*000s) (‘000s)  (‘000s) share period
2007 - 116 - - 116 Nil 01/01/2006
1o
31/12/2008
The Directors had the following mnterests in the Executive Equity Parncipauon Plan (EEPP)
Number of
investment shares
Director
AV Martn 13,461
M W R Hunt 60,615
N C Hall-Falmer 42,307

The options over the matching shares are exercisable on 1 January 2009 and the expiry date for the
exercise of the awards 1s 21 August 2017
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19 Financial instruments

The puncipal financial assets of the Group are bank balances and cash, trade and other recervables The
man purpose of these financial instruments 15 to raise finance for the Group’s operations  Its prnerpal
financial habilities are trade and other creditors that anse directly from 1ts operations and amounts owed
to mvoice discounters and bank loans

Credit nsk analysis

The carrying amount of financial assets represents the maximum credit exposure The maximum exposure
to credit nsk at the reporung date was

2007 2006
Classes of financial assets — carrying amounts £000s £000s
Available-for-sale financial assets 425 210
Cash and cash equivalents 4,110 3,342
Trade and other receivables 32,494 11,229

The credit msk on hqud funds 15 limited because the third parties are banks with high credit raungs
assigned by international credit-ratng agencies

The Group’s credit nsk 1s pnmanly attnbutable to uts trade recewvables The amounts presented i the
balance sheet are net of allowances for doubtful recervables An allowance for impairment 1s made where
there 15 an identified loss event which, based on previous expenence, 1s evidence of a hkely reducton 1n
the recoverability of the cash flows The Group has no significant concentrauen of nsk, wath exposure
spread over a large number of third parties and customers
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19 Financial instruments (continued)

Debtors ageing and impairment losses

The age of trade recetvables net of impatred debts as on reporung date 15 as follows

2007 2006

£'000 £'000

0-30 days 19,548 5,554
31-60 days 3,642 1,234
61-90 days 1,409 423
Ower 90 days 958 163
Total trade recetvables (note 14) 25,557 7,374

Average debtors day dunng the year were 51 days (2006 55 days)

All of Empresama's trade recewvables have been reviewed for indicators of imparrment Certam trade
recetvables were found to be impaired and a provision of £145,000 {2006 £128,000) has been recorded
accordingly

Included in the Group’s trade recervable balance are debrors with a carrying amount of £2,367,000 (2006
£586,000) which are past due at the reporting date for which the Group has not provided as there has not
been a sigmficant change 1n credit quahty and the amounts are still considered recoverable The Group
does not hold any collateral over these balances

The movement 1 the allowance for impairment 1n respect of trade recetvable during the year was as
follows

2007 2006

£'000 £'000

Balance as 1 January 128 111
Impairment loss recognised 734 18
Imparment loss utiised {717 (1)
Balance at 31 December 145 128

£530,000 of the mpamrment related to debt extended by one of Empresana’s UK subsidiaries to a
company that subsequently went 1nto hqudation dunng 2007

Liqudity risk analysis

The Group’s funding strategy 1s to ensure a mix of financng methods offenng flexabiity and cost
effectiveness to match the requirements of the Group The Group momtors tts hquidity nsk on an
ongoing basts by undertaking cash flow forecasting procedures In order to ensute continuty of funding,
the Group secks to arrange funding ahead of busminess requirements and mamtun sufficient un-drawn
commutted borrowing facilittes
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19  Financial mstruments (continued)

As at 31 December 2007, Empresana’s habilines have contractual marunnes which are summansed below

Current Non-current
Effecuve within 6to 12 lwb later
Interest 6 months months years than 5 years
Rate 2007 2006 2007 2006 2007 2006 2007 20006
%o £000s £'000s ,ﬂ)ﬁOS L0005 é’OOﬂs L0005 £000s £000s

Long-term bank
loans 6 9% 318 120 221 120 1,594 1,038 - -
Other long-term
creditors 6 4% - - - - 456 163 - -
Trade payables 24,773 9,388 - - - - - -
Other short-term
financial habihines 7 5% 1,954 2,508 3,734 750 - - - -
Dertvanves 6 - 307 - - - - -
Totals 27,051 12,076 4,262 870 2,050 1,201 - -

The above contractual matuniues reflect the gross cash flows, which may differ to the carrying values of
the habiines at the balance sheet date

All bank loans are on a floatng interest rate
At the year end the Group had £3,336,000 (2006 1,750,000) of un-drawn bank overdraft facility

There was no loan repayment default dunng the year (2006 nid) At the year end past due loans were ml
(2006 )

Geanng ratio

The gearing ratio at the year end 1s as follows

2007 2006

£'000 £'000

Gross Debts 8,277 4,759
Less Cash and cash equivalents 4,110 3,342
Net Debts 4,167 1,417
Equity Attnibutable to company shareholde rs 26,042 10,733
Net debt to equity ratio 016 013
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19 Finanaal instruments (continued)

Market nisk analysis
Emprtesana 1s exposed to market nsk through uts use of financial mnstruments and speafically to curtency
nsk, interest rate nsk and certain other price nisks

Foreign currency risk

Most of Empresana’s plc transactuons are carned out 1n UK pounds Most of the subsidiary companies
transactions are carted out 1n local currency of respective countries Exposures to currency exchange rates
arsing from the overseas sales and purchases are minimal

To mungate the Group’s exposure to foreign currency nsk, non UK pound cash flows are momtored and
forward exchange contracts are entered into 1n accordance with nsk management policies  Generally,
Empresana’s nsk management procedures distinguish short-term foreign currency cash flows (due wathun
6 months) from longer-term cash flows Where the amounts to be paid and recetved m a speafic
currency are expected to largely offset one another, no further hedging acuvity 15 undertaken Forward
exchange contracts are mamly entered wnto for sigmficant long-term foreign currency exposures that are
not expected to be offset by other currency transacuons

The carrying amounts of the Group’s significant foreign currency denomunated monetary assets and
monetary habihities at the reportng date are as follows

Liabihities Assets
2007 2006 2007 2006
£000 £000 £000 £000
Euro 15,031 232 16,292 373
Japanese Yen 1,222 1,152 1,814 1,493

The following table detals the forward foreign currency contracts outstanding as at the year end (2006
aul)

Average
exchange Foreign Contract Fair
rate Currency Value value
‘000 £000 £000
To sale Euro 142 €38,162 5,741 6,048
To sale Japanese Yen 228 JPY90,000 383 g9
6,124 6,437

Fair value movement in forward contracts are charged / (credited) to income statement
Both the forward contracts were taken to cover intercompany loan 1n Empresana with 1ts subsidiary
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19  Fmancial instruments (continued)

Sensitinty analysis

A 10 percent strengthening of GBP aganst the following currencie s would have (decreased) / ncreased
equity and income statement by the amounts shown below The analysis assumes that all other variables,
n particular mterest rates, remams constant

Aganst Euro 2007 2006

£000 £000
Net result for the year {143) -
Equty (1,469 -
Against Japanese Yen 2007 2006

£000 £000
Net result for the year (49) (849
Equity (66) (81)

Exposures to foreign exchange rates vary dunng the year depending on the volume of overseas
transactions Nonetheless, the analysis above 1s considered to be representative of Empresana’s exposure
to currency nsk

Interest rate rsk

The Group has interest beanng assets and habiities Interest beanng assets and habilities include cash
balances and overdrafts, all of which have mnterest rates applied which are commensurate with the scale of
the Group’s operations

The Group manages its interest rate risk through a combimaton of cash pooling, shareholder funding and
borrowing Management momutors movements in interest rates to determine the most advantageous debt
profile for the Group At 31 December 2007, Empresana 15 exposed to changes m market mntesest rates
through its bank borrowings, which are subject to vanable interest rates For further informanon see note
16 Asin the previous year, all other financial assets and habilites have fixed rates

A change of 100 basis points tn interest rates would have increased / (decreased) equity and income
statement by the amounts shown below The analysis assumes that all other vanables, 1n particular foreign
cutrency rates, remains constant

Interest rate 2007 2006

£000 £000
Net result for the year (146) (105)
Equity {146) {105)
Fatr value

The carrying value of all financial instruments equate to fair value
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Emprisana Group plc
Consoludated financral statements for the yvear ended 31 December 2007

Notes to the consolidated financial statements
20 Consohdated statement of changes in equity (continued)

Equty
Equity compnses the following
¢ "Share capital” represents the nominal value of equity shares

¢ "Share premmum” represents the excess over nominal value of the fair value of consideration
recewved for equity shares, net of expenses of the share issue

¢ “Merger reserve” The merger reserve relates to premiums ansing on shares 1ssued subject to the
provisions of secuon 131 “Merger relief” of the Compantes Act 1985
¢ "Retained earmings” represents accumulated profits from incorporation

¢ "Translanon reserve” represents the exchange differences ansing from the translation of the
financial statements of foreign subsidiaries

*  "Far value reserve” represents the accumulated changes to financial assets and habiities since
inception

21 Financial commitments

Operating Leases
Motor Vehicles Land and buildings

2007 2006 2007 2006
£'000 £'000 £'000 £'000

Total mimmum operating lease payments due
Within one year 469 - 1,298 744
One to five years 422 - 2,642 2,216
After five years 1 - 428 532
892 - 4,368 3,492

22 Dividends

Dunng 2007, Empresana Group plc paid dividends of 166,000 to sts equity shareholders (2006
£106,000) This represents a payment of 0 50pence per share (2006 0 45pence)

The proposed final dividend for year ended 2007 15 0 55 pence per ordinary share (2006 - 0 50 pence) The
proposed dividend 1s subject to approval by shareholders at the Annual General Meeting and has not been
included as a kabiity m these financial statements If approved, the dividends will be paid on 18 August
2008 to members registered on 18 July 2008
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23 Earnmings per share

Basic and diluted earmings per share
The calculaion of the basic earnungs per share 15 based on the earnings atnbutable to ordinary
shareholders divided by the weighted average number of shares in 1ssue dunng the year

Based on current trading condinons, the Directors are of the opimon that there would be no dduuoen to
the earnings per share figure resulting from subsidiary munonty shareholders trading up

Reconaliauons of the earmings and weighted average number of shares used 1n the calculations are set out
below

2007 2006
Profit after tax attributable to Equity shareholders of the parent (£000s) 2,549 1,558
Weighted average number of shares 30,192,276 23,102,238
Basic and diuted earmings per share (pence) 84 07
Adjusted earmnings per share
2007 2006
£000 £000
Profit before tax 5,991 2,894
Income tax expense (1,881) (828)
Add back
Intangble amortisation 107 -
Recogmiton of pre-acquistion deferred tax asset against
goodwill under TFRS - 160
Impairment (net of negauve goodwall) 37 -
Recognition o f deferred tax habihty on amortsation on
purchased goodwill under IFRS 60 65
IFRS Transion cost 36 -
Minorty interests (1,575) (562)
Adjusted profit after tax and nunonty intesests 2,775 1,669
Adjusted earmings per share (pence) 92 72
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24 Notes to cash flow

a) Cash flows from operating activities

2007 2006
£'000 £/000
Profut for the year 4,109 2,066
Adjustments for
Deprecianon 685 337
Negative goodwll {712) -
Goodwill impairment 679 -
Intangible amortisation 107 -
Taxation expense recognsed 111 iIncome statement 1881 828
Share of losses 1 associates 118 203
Net finance cost 630 408
{Increase) in trade recetvables (5,101} (726)
(Decrease) / merease mn trade payables (4) 2,253
Cash generated from operations 2392 5,369
Income taxes pad {1,383 (739)
Net cash from operating activities 1,009 4,630
b) Components of cash and cash equivalents
2007 2006
£'000 £'000
Cash wath bank 4110 3,342
4,110 3,342
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25 Cenungent habilities

Contingent consideration
Vanous contingent consideranon payments have been deemed probable at 31 December 2007 totaling
£823,000 (2006 ml) As such, management has booked a hability for these habihttes

The farr value of contingent consideration 1s accrued once 1t i1s probable that all the condinons for
payment will be met Details of the contingent consideratton on current year acquisition are set out mn
note 5

Guarantees
Cross guarantees exist in respect of bank loans and overdrafis between all of the Group comparmes

Guarantees and contngencies exist in the ordinary coutse of bustiness

Headway penalty

As part of the acqusinon of Headway, Empresana Holding Deutschland GmbH (2 subsidiary of the
Company)} signed a put & call option agreement m order to buy the residual shareholdings at a future date
Per the terms of thus agreement, if certain call options are not exercised then a penalty will be due from
the Empresana Hoelding Deutschland GmbH to the other shareholders  The discounted value of the
penalty s Euros 3 3 milon

As at 31 December 2007, management assess that it 1s possible, but not probable, that a penalty may be
payable under the terms of the put and call agreement Therefore, no lability has been recogmsed for this
amount

26 Profit of parent company

As permitted by Section 230 of the Compames Act 1985, retamned earnings of the parent company are not
presented as part of these financial statements The parent company's profit for the financial year was
£326,000 (2006 1,712,000)
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Notes to the consolidated financial statements
27 Related party transactions

Thete were no matenal related party transactions dunng the year (2006 - ml)

Intra-group management charges and net interest charges to subsidhanes, which have been eliminated on
consolidation, amounted to £1,738,000 (2006 - £1,283,000) and £606,022 (2006 - £285,000), respecuvely

Intra-group management charges to Associates amounted to £18,000 (2006 - £16,000) Details on loans
10 associates are given in note 14 “Trade and other recewvables”

Detads of Director’s interests 1n the Executive Equity Parucipation Plan (EEPP) are given 1n note 18(b)

28 Events after the balance sheet date

Since the year end Empresana acquired a controlhing interest in Forward Prospects Limuted, Spa Elte
Limited and Travel World Selection Limited for a total maxunum consideranon of £100,000 Al
businesses are based in the UK

29 Explanauon of transition to IFRS

As stated in the Basis of Preparation, these ate the Group's first annual consolidated financial statements
which have been prepared 1n accordance with IFRS

An explanation of how the transiton from UK GAAP to IFRS has affected the Group's financial
positton, financial performance and cash flows 1s set out below

IFRS 1 permuts compantes adopung IFRS for the first ume to take certain exemptions from the full
requirement s of IFRS i the transinon penod  These financial statements have been prepared on the basis
of taking the fellowing exemptions

*  business combinations prior to 1 January 2006, the Group's date of transiton to IFRS,
have not been restated to comply with IFRS 3 "Business Combmations” Goodwill
ansing from these business combinattions of £7,981,000 has therefore not been restated,

*» cumulaove translaton differences on foreign operations are deemed to be mil at
1 January 2006 Any gans and losses recogrused mn the consobdated income statement
on subsequent disposal of foreign operations will exclude transhiton differences ansing
prior to the transiton date, and

* the enuty has elected not to apply IAS 21 "The Effects of Changes in Foreign Exchange
Rates" retrospecuvely to goodwill and farr value adjustments ansing on business
combmnations before the Group's date of transinon to IFRS  Such goodwill and fair
value adjustments are not treated as foreign cutrency assets and so are not retranslated at
each reporting date
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Empresana Group ple
Consolidated finanaal statements for the year ended 31 December 2007

Notes to the consolidated financial statements

Notes to the reconcihations

a)
b)
9
d)

€)

Non-amorusation of goodwall

Reducton 1n goodwill for subsequently recognised deferred tax assets
Grossing up of deferred tax - £l profit/ (loss) impact

Impact on deferred tax of non-amorusanon of putchased goodwill

Irunal and /or fair market valuanon of financial instruments
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Independent auditors' report to the members of
Empresaria Group plc

We have audited the parent company financial statements of Empresana Group plc for the year ended 31
December 2007 which compnse the company balance sheet and the related notes 1 to 12 These pazent
company financial statemens have been prepated under the accounung policies set out therein

We have reported separately on the group financial statements of Empresania Group ple for the year
ended 31 December 2007

This report 1s made solely to the Company’s members, as a body, n accordance wath section 235 of the
Companies Act 1985 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 auditors’ report and for no other purpose
To the fullest extent permtted 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 opiuons
we have formed

Respective responsibilities of disectors and auditors

The directors' responsibiines for prepanng the Annual Report, and the parent company financial
statements i accordance with applicable law and Umted Kingdom Accountng Standards (United
Kingdom Generally Accepted Accountng Practice) are set out in the Statement of Directors'
Responsibiities

Cur responsibibity 1s to audit the parent company financial statements 1n accordance with relevant legal
and regulatory requirements and International Standards on Audiung (UK and Ireland)

We repott to you our optruon as to whether the parent Company financial statements give a true and far
view and whether the parent company financial statements have been properly prepared 1n accordance
with the Compames Act 1985 We also report to you whether tn our opmon the Directors’ Report 1s
consistent with the parent company financial statements The information given in the Direcrors’ Report
mncludes that specific nformation presented in the Chairman’s Statement, the Chief Executive’s Review of
the Business and the Financial review that 1s cross referred from the Busmness Review section of the
Directors’ Report

In additon we report to you if, in our opmion, the Company has not kept proper accounung records, if
we have not received all the nformanen and explanations we require for our audit, or if information
specified by law regarding directors' remunerauon and other transactions 1s not disclosed

We read the other informaton contained m the Annual Report as descnbed 1n the contents section and
consider whether 1t 15 consistent with the audited parent company financial statements We consider the
munplicanons for our report 1if we become aware of any apparent misstatements or materal inconsistencies
with the parent company financial statements Our responsibiities do not extend to any further
informauon outside the Annual Report

Basis of audit opmnion

We conducted our audit 1n accordance with Internanonal Standards on Auditing (UK and Ireland) 1ssued
by the Auditung Pracuces Board An audit includes exarmunanon, on a test basis, of evidence relevant o the
amounts and disclosures 1n the parent company financial statements It also includes an assessment of the
significant estimates and judgments made by the directors m the preparation of the parent company
financial statements, and of whether the accounnng policies are appropmate to the Company's
circumstances, consistently apphed and adequately disclosed

We planned and performed our audit so as to obtain all the informauon and explananons which we
constdered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
patent company financial statements are free from matenal misstatement, whether caused by fraud or
other irregulanty or error In forming our opmon we also evaluated the overall adequacy of the
presentation of information in the parent company financial statements
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Opinion

In our opinion

the parent company financial statements give a true and fair view, in accordance with United
Kingdom Generally Accepted Accountng Practice, of the state of the Company's affairs as at 31
December 2007 and 1ts profit for the year then ended,

the parent company financial statements have been propetly prepared in accordance with the
Companes Act 1985, and

the information given in the Directors' Report 15 consistent with the parent company financial
statements

b, + Dudie, Waf

Deloitte & Touche LLP

Chartered Accountants and Registered Auditors
Crawley, United Kingdom

17 Apnl 2008
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Parent company balance sheet

Note
Fixed assets
Tangible assets 5
Investments 6
Current assets
Debtors (including amounts falling due after more than one year of
£5,734,000 (2006 £285,000) 7
Creditors amounts falhing due within one year 9
Net current / (lrabilities)
‘Total assets less current habilities
Creditors amounts falling due after more than one year 10

Net assets

Capital and reserve

Called up share capital 12
Share premium account

Other reserves

Profit and loss account

Shareholders' funds 1

2007
£'000

54
20,781

20,835

15,201

(12,242)

2,959

23,794

(1,593)

22,201

1,668
16,618
1,539
2,376

22,201

2006
£000

11
11,872

11,883

5,252

(5,960)

(708)

11,175

(1,043)

10,132

1,193
5,185
1,539
2,215

10,132

These financil statements were approved by the Board of Directors and authornsed for 1ssue on 17 Apnl

2008

Signed on behalf of the Board of Directors

MW R Hunt N C Hall-Palmer
Durector Drrector
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Notes to the parent company financial statements

1 Basis of preparation

The financial statements are for the twelve months ended 31 December 2007 They have been
prepared 1n accordance with apphcable United Kingdom accounntng standards  The finanaal
statements have been prepared under the histoncal cost convennon

These financial statements are presented in Pounds Sterhng (), which 1s also the funcuonal currency
of the parent company

The accounting policies have been apphed consistently throughout the Company for the purposes of
preparation of these financial statements

2 Summary of sigmificant accounting policies

Foreign currencies
Assets and habilities 1n foreign currencies are translated 1nto stetling at the rates ruling at the year end
Exchange rate differences are dealt with through the profit and loss account

Tangible fixed assets
Depreciation 1s provided on cost in equal annual instalments over the esumated useful lives of the
assets ‘The rates of deprecianon are as follows

Fixtures, fitings and equipment: between one and two years

Investments

Investments held as fixed assets are stated at cost less provision for any impairment 1n value

Fixed asset investments
The Company’s investments in shares in Group companies are stated at cost less provisions for
impairment  Any inpairment 15 charged to the income statement as 1t adses

Taxation
Current tax 15 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 taxaton 1s provided in full on tming differences which result in an obligauon at the balance
sheet date to pay more tax, or a right to pay less tax, at a future date, at rates expected to apply when
they crystallise based on current tax rates and law  Timuing differences anise from the clusion of items
of mcome and expenditure 1n taxattlon computations n penod different {rom those n which they are
included 1n the financial statements

Deferred tax assets are recogmsed to the extent thar it 1s regarded as mote likely than not that they wall
be recovered Deferred tax assets and habilities are not discounted
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Notes to the parent company financial statements
2 Summary of significant accounnng policies {continued)

Leases

Assets obtaimned under finance leases and hire purchase contracts are capitalised at their fair value on
acqusioon and depreciated over their esumated useful bves  The finance charges are allocated over
the penod of the lease in proportion to the capital element ouistanding

Operating lease rentals are charged to income 1n equal annual amounts over the lease term

Pension costs

Pension costs are charged to the income statement and solely relate to a defined contnbution scheme
The assets of the scheme are held separately from those of the Company Contnbutions to the
scheme are charged to the income siatement as they become due for payment

Shate-based compensation

The Company has appled the requirements of FRS 20 - Share-based Payments In accordance wath
the transittonal provisions, FRS 20 has been applied to all grants of equuty mstruments after 7
November 2002 that were unvested as of 1 January 2005

The Company 1ssues equity-settled share-based payments to certain employees Equury-settled share-
based payments are measured at fair value (excluding the effect of non-market-based vesting
condinons} at the date of grant The fair value determined at the grant date of the equity-settled share-
based payments 1s expensed on a straight-line basis over the vesting pertod, based on the Company's
estimate of shares that will eventually vest and adjusted for the effect of non-market-based vesang
conditions

Equaty mstruments
Equity mstruments 1ssued by the Company are recorded at the proceeds recewed, net of direct 1ssue
costs

3 Audit fees

Included in other operating expenses 1s remuneration to the auditors for audit and non-audit services
as follows
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Notes to the parent company financial statements
3 Audit fees (continued)

‘The analysis of auditors’ remuneravon 1s as follows

2007 2006
L1000 £000

Audttors' remuneration
- Fee payable to the company’s auditors for the audit of the company’s 69 32

annual accounts

Total audit fees 69 32
- Tax services - 40
- Other services Due dihgence 107 -
Total non-audit fees 107 40
Tortal auditors remuneration 176 72

Amounts paid to the company's auditor 1n respect of services to the Group, other than the audit of the
company's financial statements, have not been disclosed as this informaton has been disclosed in the

consoldated financial statements of the company

4 Durectors and employees

The average number of persons employed by the company {(including directors) during the year,

analysed by category, was as follows

2007 2006
£000 £000
Staff costs
Wages and salanes 9260 688
Social secunty costs 106 90
Pension costs 36 27
1,102 805
2007 2006
No. No
Average monthly number of persons employed (including directors)
Sales and distribution 14 13

88



Empresana Group ple
Consolidated finanaal statements for the vear ended 31 December 2007

Notes to the parent company financial statements
4  Dharectors and employees (continued)

2007 2006
£'000 £000
Directors' remuneratnion, who are considered the only key employees
Emoluments for qualifying services (including bonus £60,000 (2006 - £41,000)) 529 404
Company pension contnibutions to money purchase scheme 27 27
556 431
The number of directors accrumg benefits under money putchase pension scheme arrangements was two
(2006 two)
2007 2006
£'000 £000
Highest paid director
Remuneration (including bonus £33,000 (2006 - £23,000)) 247 197
Penston contnbutions 16 16
263 213
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Notes to the parent company financial statements

5 Property, plant and equipment

The followang table shows the sigmficant addinons and disposals of property, plant and equipment

Fixtures,
fitng and
equipment

Cost £'000
At 1 January 2007 167
Addinons 59
At 31 December 2007 226
Accumulated Depreciation
At 1 January 2007 156
Charpge for the financial year 16
At 31 December 2007 172
Net book value
At 31 December 2007 54
At 31 December 2006 11
6 Investments held as fixed assets
Shares in
Shares 1n subsidiary
associate  undertakings Total
£'000 £000 £'000

Cost
At 1 January 2007 575 11,654 12,229
Additons 406 8,932 9,338
At 31 December 2007 981 20,580 21,567
Impairment
At 1 January 2007 - 357 357
Impairment charge - 429 429
At 31 December 2007 - 786 786
Net Book Value
At 31 December 2007 981 19,800 20,781
At 31 December 2006 575 11,297 11,872

The addiwons in shares in substdiary undertakings dunng the year include further investment and
acquisiton o f minority mnterests in exisung subsidiary undertakings
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Notes to the parent company financial statements

6 Investments held as fixed assets (continued)

Investments compnse the following principal subsidiary companses

Company Class of share held %  Country of
Incorporation
Financial Service Sector
Mansion House Executive Lumuted "A & B" Ordnary 100 UK
LMA Recruitment Limited "A & B" Ordinary 75 UK
Lime Street Recrutment Lamuted "A & B" Ordmnary 74 UK
Supply Chain Sector
The Logistics Network Limited "A & B" Ordiary 100 UK
More Doving Limated "A" Ordinary 67 UK
MVP (Search & Selection) Limited "A & B" Ordimnary 100 UK
Construction and Property Services Sector
Titan UK Limuted "A & B" Ordnary 61 UK
FastTrack Management Services (London) Lymited "A" Ordmnary 72 UK
TeamSales Limited Ordinary 100 UK
Reflex HR Linuted "A" Ordmnary 84 UK
Public Services Sector
Healthcare First Limuted "A & B" Ordmary 100 UK
Cura Group Limuted "A & B" Ordmary 57 UK
HEC Resources Limited Ordinary 100 UK
Other Brands Sector
Greycoat Placements Limuted "A, B & C" Ordinary 82 UK
Bar 2 Limited "A & B" Ordnary 71 UK
2nd City Resourcing Limuted "A" Ordinary 63 UK
McCall Limated "A & B" Ordinary 58 UK
The Recruitment Business Limited "A" Ordinary 95 UK
EUResource Lumntted "A" Ordinary 51 UK
Resolve Intenm Solutions Limited "A" Ordmnary 51 UK
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6 Investments held as fixed assets (continued)

Company Class of share held %  Country of
Incorporaton
Europe
Headway Holding GmbH Ordinary 60 Germany
EAR Holding BV 'EAR], Ordinary 60  Netherlands
GiT Consult Czechsro "A" Ordinary 60  Czech Republic
GiT Consult Slovakiasro "A" Qrdinary 60  Slovakia
ITCPRACASp Zoo "A" Ordinary 51 Poland
ITCAPTSp Zoo "A" Ordinary 51 Poland
ITCCSSp Zoo "A" Ordmnary 51 Poland
Rest of the world
Skillhouse Staffing Solutons K K Ordinary 75 Japan
Monroe Consulung Group Pte Ltd Ordinary 51 Singapore
Monroe Recruitment Consulting Group Co Limiuted "A" Ordinary 100 Thaland
PT Monroe Consulung Group Otrdinary 55 Indonesia
PT Advanced Career Indonesia Ordinary 55 Indonesa
PT Learming Resources Indonesia Ordinary 51 Indonesia
Monroe Consulttng Philippines Inc Ordinary 60  Phibppines
Agenst Pekerjaan Monroe Consulung Group SDN Ordinary 60  Malaysia
BHD
Monree Consulung Group Pty Limited Sertes A preference 93 Austraba
The Recruitment Business Pty Lid Ordinary 95  Australa
Marketing y Promociones Limutada ‘Alternattva’ Common 56  Chile
*all the UK companes are directly held by Empresaria Group ple
Investments compnse the following associate companies
Company Class of share held %  Country of
Incorporation
Interactive Manpower Solunons Povate Ltd Ordmary 32 India
Myrniadd KK Ordmary 48 Japan
FINESK K Ordinary 27 Japan
Aston HR Consulting (Shanghai) Lid Ordinary 25 China
Gerard Stewart Inc Ordinary 40 USA

The nature of each investment 1s the provision of staffing service and each entity operates in 1t’s county of

Incorpo ration
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7 Debtors

Company
2007 2006
£'000 £'000
Amounts owed by group undertakings (including amounts falling due after more
than one year of £5,734,000 (2006 £285,000) 12,438 4,021
Other debrtors 1,528 980
Prepayments and accrued income 1,235 251
15,201 5,252
8 Cash at bank and 1n hand
None of the company's cash at bank and i1n hand 1s restncted
9 Creditors. amounts falling due within one year
2007 20006
£'000 £'000
Bank overdraft and loans due within one year 9,781 4,889
Trade creditors 319 144
Amounts owed to subsidiary undertakings 709 718
Other taxes and social secunty 30 29
Other creditors 828 55
Accruals and deferred income 575 125
12,242 5,960
10 Creditors amounts faling due after more than one year
2007 2006
£'000 £'000
Bank loans 1,593 1,039
Other creditors . 4
1,593 1,043
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10 Creditors amounts falhng due after more than one year (conunued)

The bank loans are secured by a first fixed charge over all book and other debts given by the company
and 1ts subsidianes Interest 1s payable at 1 7% above HSBC plc base rate on £1,000,000 (2006 -
£1,000,000) and wnterest 1s payable at 1 0% above HSBC plc base rate on the next £1,100,000 (2006 1 64%

above HSBC plc base rate on next - £550,000)

2007 2006
£'000 £'000

Bank loan
Repayable within one year 1,757 990
Repayable between one and two years 525 1,039
Repayable between two and five years 1,068 -
3,350 2,029

Included within loans repayable within one year 15 £1,225,000 (2006 £725,000} that relates to the

drawdown against a revolving credit loan faciliry

11 Reconcthation of movements in shareholders’ funds

2007 2006
£'000 £'000
Profit for the financal year 327 1,712
Didend pad (166) (106)
Net proceeds from 1ssue of shares 11908 1,443
Net addition to shareholders’ funds 12,069 3,049
Opening shareholders’ funds 10,132 7,083
Closngg shareholders’ fund 22,201 10,132
12 Called up share capital
(a) Share capital
2007 2006

Number of Number of
Authonsed shares £'000 shares £'000
Ordinary shares of 5p each 60,000,000 3,000 60,000,000 3,000

Number of Number of
Allotted and fully paid shares _ £'000 shares £'000
OQrdinary shares of 5p each 33,368,649 1,668 23,868,526 1,193
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Notes to the parent company financial statements
12 Called up share capital (continued)

The Company has one class of ordinary share which carries no nghts to fixed ncome All ordinary shares
are entitled to recerve dividends as declared from tme to tme and are entrtled to one vote per share at
meenngs of the Company All shares rank equally with regard to the Company’s residual assets

Dunng the year ended 31 December 2007, the Company 1ssued a total of 9,500,123 ordinary shares for a
premum of £11,438,000

Dunng the year ended 31 December 2006, the Company 1ssued a total of 1,611,707 ordinary shares for a
premmum of £1,363,000
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Additional information

Reconcihation of statutory financial information to adjusted information included within the

financial highlights

Operating profit

Add back
Goodwill / Intangible amortisation
Imparment (Net of negative goodwill)
IFRS Transiton cost
Exceptional legal and professional costs
Excepttonal reorganisation costs
Exceptional bad debt wnte off

Adjusted operaung profit

Share of loss i associated company
Interest payable and similar charges (Net)

Add back
Exceptional loss on deemed subsidiary
disposal

Adjusted profit before tax

Taxation

Recogmtion of p re-acqusition deferred tax
asset against goodwll under IFRS

Recognition of de ferred tax on amormsation
on purchased goodwill under IFRS

Minonty interests (*)

Adjusted profit after tax and mnonty
nterests

Adjusted earmings per share (pence)

2007 2006 2005 2004 2003

£'000 £7000 £7000 £7000 £7000

6,738 3,505 1,914 1,067 817

107 - 618 345 273

37 - . ; .

36 - - - -

- - 101 45

- - - 67 99

- - - 135 -

6,918 3,505 2,532 1,715 1,234

(118) (203) (44) - .

(630) (408) (263) (325) (134)

- . . - 13

6,170 2,894 2,225 1,390 1,113

(1,881) (828) 770) (427) (319)

100
60 65

(1,574) (562) (275) (288) (217)

2,775 1,669 1,180 675 577
92 72 57 42 39

(*) — adjusted as necessary for munonty unterest impact from goodwall amornsaton and exceptional

item adjustments

Information for financral year 2007 and 2006 1s presented under IFRS Information for financial

year 2005, 2004 and 2003 1s presented under UK GAAP
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