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Matchiech Group plc Annual Report

Matchtech Group is a leading techmcal, professional and
outsourcing recruiting business with over 27 years’ experience
delivering bespolke recruitment projects and programmes.

The Group consists of 4 business units:

Leading technical recruitment Experts n professional services Specialist recrurter inthe Qur recruitment process
provider specialising in contract  and executive search recruitment education and training sector outsourcing sotution provider
and permanent recruitment
services

Each s a specialist in their own area of recruitment, they share our
core values and work towards the Group's goal.

Our Goal:

Always exceed the expectations of our customers and lead the
recruitment sector through effective delivery and quality of service.

- L3 - L -
Growing Diversifying  Adding value
our core technical base remains central the Group's client base and adding new by developing strong chient relationships
10 our business plan revenue streams and candidate loyalty
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> Revenue £301 8m up 14%

(2010. £264 4m)
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Overview

> Net Fee Income! (NFI) £29 8m up 14% |

(2010 £26 2m)

> Permanent recruitment fees £9 4m up 54%

(2010 £6 1m)

> Permanent fees now account for 32% of NF}

(2010 23%)

> Investment of £49m, £4.6m 1n additional
sales force, support and marketing

> Profit from operations £6.8m down 23% .
(2010 £8 8m), reflecting investment in growth

strategies

> Trading performance in H2 improved significantly,
with profit from operations of £4 3m, up 72%

from H1 £2 5m

> Basic earnings per share 20 3 pence down 23%

(2010 26 4 pence)

> Final dividend maintained at 10 6 pence per share

> Net debt of £16 Om
(2010 £4 5m)

1 NetFee Income [NFI)1s calculated as revenue less contractor payroli costs
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Operational Highlights

Net Fee Income Split (%) Contract Activity (Contract NFi) Contract Placements Contractors at end of penod
Contract NFJ
Permanent Fees +3 80/ + 180/ + 10/
B 500 contract 6 000 contractors on contract NFI £20 4m
vacancies filled assignment atyear end
Average Permanent Fee Permanent Placements

Permanent Activity (Permanent Fees)

+339, +13% +549%

2 215 permanent £4 150 average permanentfee £9 4m permanent fees
placements

Group Revenue (Em)
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Group Strategy

The Group’s Strategic Framework underpins the five year business plan

- -
QOur VI S'IO n 15 to be a leading international recruitment solutions group within the
Techmcal, Professional Staffing & Recruitment Outsourcing sectors

Our Oal 1s to "Always exceed the expectations of our customers and
lead the Recruntment sector through effective delivery and quality of service”

Qur Va lUES are

Teamwork - Positive collaboration and mutual trust

Integrity — Responsible, honest and fair 1n our dealings with all stakeholders

Enthusiasm — Energy, passion and a drive in all we do
Innovation — Be creative and challenge the ‘norm’
Fun - Enjoy what we do and celebrate success

Business Unit Strategy

A contract focused niche Ahigh end permanent and Speciabst Education recrutter
Technical Recruitment company  intenm recruitment bustness focusing on Work-Based
operating within Engineering, within the Professional Learming Employability &
Bult Environment Science & Staffing space Welfare to Work and
Medical and Informatien Supply Teaching
Systems & Technology

Group Five Year Business Plan
Keyaims

Expanding our sector
diversification and
geographical reach

Building our conversion
ratio of NFl to profit
from operations

increasing the NFl we
generate per employee

Enhancing internal
systems performance Maximising cross-selling
and controls

Outsourcing orgamsation
who directly generate revenue
through value added
tonsultancy advice and direct
recruiting activities

Improving our staff
retention levels

Extending our
international reach

Qverview
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Chairman’s Statement

Trading Performance

The Board 1s encouraged with the Group's
overall performance in the year ended 31
July 2011, espeaially in the second hatf of the
year Revenue for the year increased by 14%
to £301 8m {2010 £264 4m) with Net Fee
Income (NFI) growing 14% to £29 8m (2010
£26 2m) Profit from operations in H2 was
£43m, up 72% from H1 £2 5m and back

to the levels achieved 1n 2010 (H1 €4 5m,

H2 £43m)

The Group's ability to respond quickly to
market opportunities was demonstrated

by permanent fee growth of 54% (2011

£9 4m, 2010 £6 1m)and a record number of
contractors on assignment {July 2011 6,000,
January 2011 5,200, July 2010 5 100}

Profits were impacted by a £4 9m investment
n our growth strategies, with profit from
operations of £6 8m down 23% on 2010
Further information s provided in the Chief
Financial Officer s Report

Afterinterest expense of £0 4m, (2010
£0 2m), profit before tax was £6 4m, down
26% (2010 £8 6m)

Cash Flow & Net Debt

As reported above, the volume of activity has
grown sigmificantly in H2 over H1, as evidenced
by an increase 1n contractors on assignment of

The investment proposition

VvV VVVYV VYV

15% from 5,200 at 31 January 2011 to 6,000
at 31 July 2011 Thisresulted 1n anincrease of
£11mn monthly bubngs (including VAT) from
£21min January 2011 to £32minJuly 2011

Because the Group pays 1ts contractors
before 1t 15 paid by its customers, the
resulting increase in debtors and hence
working capital requirement has increased
net debt o £16 Omat 31 July 2011 {31
January 2011 £4 8m, 31 July 2010 £4 5m)

Dwidend

Reflecting our confidence 1n the future and
the strength and resilience of the business,
the Board 1s pleased to propose subject {o
shareholder approval at the Annual General
Meeting a final dividend for the year of

10 6 pence per share, which makes a total
dwidend for the year of 15 6 pence per share
{2010 15 6 pence) covered 1 3 times (2010
17 times) by earmings

Peaple

The Group Executive Team was expanded in
2010 with the external appointment of Nigel
Lynn (Managing Director of Barclay Meade

& Alderwood Education) and Peter Collis
{Managing Director of elemense), to Join Keith
Lews [Managing Director of Matchtech UK) and
Dawvid Rees {Group HR & Traiming Director)
Together with Adrian Gunn our CEQ and
Tony Dyer, our CFQ, the team has come

Well balanced Broad spread of sectors, clients and relationships
Established Strong track record of orgamic NFl and profit growth
Flexable Efficient systems and high operational flexabibity

Resilient Matchtech UK - Single site techmcal contract business model
Contractors Record number on assignment

Permanent Fees Capability and resource to increase rapidly
International Expanding into selected markets

together well through what has been and
remains a penod of sigmficant change for
the Group

The Board is very conscious of the important
roles that all aur employees play 1n the
success of the business

We are apeaple business and our staff are
our mostimportant asset We continue o
developsirong people strategies 1o aid the
wellbeing and development of our staff and
are always strniving for the Group to be a fun
vibrant and happy workplace

The Board pays tribute ta all our staff for
their hard work and dedication particularly
throughwhat have been challenging
economic times

The Board would also like to thank our loyal and
hard-working contractors who have provided
our clients with an exemplary service

Board and Corporate Governance

Since the year end, on 3 August 2011 Richard
Bradford joined the Board as a Non-Executive
Director

Richard brings additional recruitment sector

expertise 35 the former Chief Executive of AIM
listed Carlisle Group over an 11 year period, up
to and including the merger to create Impellam




Group plc He s currently Chief Executive of
UK based InHealth Group, a leading provider of
diagnostics and imaging services

This year | have reported separately on
Corporate Governance 1n a Letter from the
Chairman on page 34 of this report

Markets

In my Chairman’s Statement last year | wrote
about the uncertain outlgok ahead of the
Government s Comprehensive Spending
Review on 20 October 2010, with an
expectation of sigmficant Public Sector
spending cuts

The outcome of the Review was generally
favourable to the Group's chients with the
confirmed build of the two QE Class aircraft
carners and the comrmitted investment of
£30bnn transport infrastructure including
Crossrail and the London Underground

The Board remains watchful of the risks to
the business with the full effects of spending
cuts and taxancreases still to filter through to
the economy

Whilst the economic climate remains subdued,
we are seemng Improvement in some areas
where the Group 15 a market leader, iIncluding
IT, Professional Services and Engineering for
Permanent staff and Engineening and IT for
Temporary and Contract staff

All sectors within the Group have progressed
well in the year showing good growth in NF|
with the exception of the elemense brand,
where the NFi reduction was essentially due
to a change 1n the trading arrangement with
our largest chient at the start of the 2011
financial year, whereby all the NFl 1s now
accounted for in Matchtech UK

Strategy

Growing the Group s core techmceal base
remains central t& our business plan
Matchtech UK, which represents 79% of
the Group's NF, offers a resihent and
robust platform
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Growing the Group’s core technical base is
central to our business plan. We have built
on our strong existing client relationships
and taken the business into new markets
where the Board believes there are
opportunities for further growth,

Finding candidates and contractors with the
nght skills at the right ime can sometimes be
difficult, and there 1s still a skifls shortage in
some areas of the techmical arena

We have built on our strong existing cient
relationships and taken the business into new
markets where the Board believes there are
opportunities for further growth

Importantly, Matchtech UK, benefiting
from the skilts and expenence of its staff,
our efficient processes and IT systems has
maintained a igh rate of conversion of NFI
to profit from operatians of 43 6% (2010
419%)

We believe that our solid foundation, years
of experience in this market and excellent
customer service will enable us to cantinue
to grow organically as the economy recovers
Over the coming years we will be looking at
more opportunities to take this expertise into
further overseas techmcal markets where

we believe we can replicate the success of
Matchtech in the UK

Trading in Germany continues to gain
momentum We are now starting to make good
progress within the Aerospace sector with a
number of key Preferred Suppler contract
wins which are fuelbng our contractor growth
Developing a presence in the Automotive
sector has been more challenging as client
relationships have been slower to build

Diversifying into new sectors under the
Professional Services brands of Barclay Meade
and Alderwood Educanon will give addinional
growth opporturuties Intheir first year both
new brands have made sigmficant inroads

into the market and are quickly establishing
themselves as experts in their fields
Professional Services’ NFl was £4 3m, up 43%
(2020 £3 0m) and represented 14% of the
Group's NFI {2010 119}

Adding value to our chents through our
elemense brand will increase opportunities
for the Group as a whole, while 1t also

contributes through 1ts own direct delivery
As | commented on above our strategy of
investing in and growing our sales force this
year has started to show results with profit
from operations of £4 3mn the second half
of the year returmng to the similar levels as
seen in the previous two half years {2010 H1
E4 5m,2010H2 £43m)

Our sector diversification and the first steps
towards bullding an internattonat network
reflect our commitment to debivening long-
term success and growth for our business, and
the Board 15 focused on achieving this with
acceptable levels of nsk

Qutlock

tn our Pre close Trading Update on 4 August
2011, we referred to the uncertain economic
backdrop Since then this has become more
uncertain but, to date this has not manifested
1tself in the markets 1n which we operate

Trading for the first two months of the

current year has been in line wath the Board's
expectations with a continued increase 1n
contractor numbers, up 5% on 31 July 2011,
and permanent fees up 18% on the same
penod lastyear We are mindful that chient
sentiment can change rapidly as the economic
backdrop alters but, with the benefit of last
year's investment in place and business
momentum beginmng to come through as
new staff increase thewr productivity, the
Board remains cautiously optimistic that the
business will deliver 3 strong performance this
year albeitagain weighted to the second hatf

Overall, withthe new structure now in place
the Board is confident that the Group will
continue io progress well over the coming
years

George Materna
Chairman
S October 201t

Business Review
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Chief Executive's Review

Half year profit from operations (Em)

Performance Overview

This has been a year of change for the
Group dunng which we have invested and
developed our business ready for the next
penod of growth

The Group has delivered solid results for the
year against a backdrop of uncertainty in the
economy Net Fee Income {NFI} has increased
14% on the previous year to £29 8m (2010
£26 2m) Contract NFl accounted for 68%
and Permanent Fees 32% of total NFlin the
year (2010 77%, 23%)

Having made significant iInvestments 1n new
strategic imt1atives we are starting to see the
results H2 profit from operations was 72%

NFI by sector

higher than that for H1 and at a comparable
level to that in each half of the previous year

The number of contractors on assignment has
remained stable throughout the recession,
which s testament to the resihence of the
business The numbers increased rapidly in
the second hatf, finishing the year on over

6 000 up 15% on 31 January 2011

This rapid growth, along with the investment
we made during the year and the latent effect
of reduced margins, has put extra demand

on our working capital We successfully
extended our banking facihities durning the
year while keeping our leverage ratios at
comfortable levels

Stratepic Developments

Commencing on 1 August 2010, the Group
reshaped the business for the next stage of
our develapment introducing new brands
and sectors to our portfobo

Matchtech UK 1s now a purely technical
business servicing 4 key sectors Engineenng,
Bwilt Environment, information Systems &
Technelogy and Science & Medical

Contract Nfl has been stable in 2011,
with the increases in contractor numbers
counteracted by a fall in contract margins from

2011 2010

75% 1N 2010 to 6 6% 1N 2011 This decrease
n margins 1s largely due to the )/mpact of the
renewal of our 2 largest contracts at the end
of lastyear Permanent revenue has recovered
strongly, with permanent fees of £6 1m, up
61% on2010 £3 8m

Engineenng performed well throughout

the yearwith NFl of £10 2m up 5% (2010

£9 7m) Its performance was based around
the increasing volume of contract recruitment
under major framework agreements

Built Environment’s NFl remained stable at
£53m (2010 £5 2m), despite challenging
market conditions

Information Systems & Technology grew
strangly with NFl of £6 Om, up 25% (2010

£4 8m) Our miche focus, along with a candidate
skills shortage, 1s pusting up demand

Science & Medical had a strong year with NF)
up 27%to £19m (2010 £1 5m)

Germany's office 1n Stuttgart services the
German techmcal marketplace, focusing
on the Automotive Aerospace and Energy
sectors Trading started 1n August 2009,
and continued to gain momentum 1n 2011
with NFof £0 6m (2010 £02m) We are
now starting to make good progress within




the Aerospace sector with a number of key
contract wins, develeping a presence in the
Automotive sector has been slower

Professional Services 2 new brands both
commenced trading on 1 August 2010

Barclay Meade focuses an Accountancy,
Marketing & e-commerce Procurement &
Supply Chain, Financial Services, HR, Sales,
and Executive Search

Alderwood Education focuses on Welfare
to Work, Work-Based Learming and Supply
Teaching

Hawving invested heavily 1n Professional
Services 1t1s very pleasing that both new
brands have started to bed 1n and deliver
growthin NFI NFlin 2011 of £4 3mwas up
43% {2010 £3 O0m)and NFin 2011 H2 of
£2 Smwas up 39% on 2011 H1 £1 8m

The new office locations in London St Albans
and Aberdeen have enabled the business to
dentify many new chent opporturities for
the Professional Services businesses, whilst
also allowing Matchtech to develop wider
relationships with some of 1ts existing clients

elemense, our Recruitment Process
Outsourcing business, allows us to broaden
the scope of services we can provide to
clients, including internal redeployment
direct recruitment and agency supply chain
management elemense continues to
provide Account Management support for
key chents, indirectly generating revenue
for the Group

The direct NFI for elemense fell this year due
to a change in relationship with our largest
chent at the start of the 2011 financial year,
whereby all revenue s now accounted forin
Matchtech UK

Business development activity has been
high and we have secured a number of new
contracts in the year
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Whilst the global economic environment
continues to be uncertain, the performance of
the Group and the structure we now have in
place gives me confidence that the Group will
continue to progress well over the coming years.

Management and Staff

We have a strong management team
throughout the orgamsation led by an
expernienced Group Executive Team

It1s a privilege to lead a business that 1s so
fuil of intelligent, talented 1ndividvals who
continue to inspire and achieve success, 1n
twrn delivering results for the Group

The changes made over the last 2 years

in reshaping the business have been a
challenge and one that may have been
unsettling for some staff Bringing different
types of expenenced staff into the business
changes the dynamcs of the workplace, but
we have worked hard to foster relationships
across our brands and develop opportunities
forincreasing business

All of our staff across the Group work towards
ane common set of values Teamwork,
ntegnty, Enthusiasm, Innevation and Fun

| thank all our dediwcated staff for their
commitment to the Group and ther sharing
of these values

We combine entrepreneurial flair with
strong relationship management to create
a culture of drnve and enthusiasm for
delivering results, without compromising
on quality We measure our success on
finanoial performance, underpinned by our
competency framewark, which focuses on
the personal development of our staff

Business Plan
As a part of our 5 year business plan we have
laid out 7 key aims

1 Expanding our sector diversification
and geographical reach by butlding
on our early successes and looking at
opportumiies to grow Into new sectors
and add addihional strategic locations
within the UK

2 Increasing the NFl we generate per
employee by focusing on developing

existing cbent relationships and winning
new business outside the technical sector

3 Building our conversion ratio of NFl to
profit from operations as our investments
mature, continuing the Group's ability to
generate mgh levels of return from NF

4 Improving our staff retention levels by
continuing to look at staff engagement
and providhng career opportunities This
15 3 key factor in deterrmming how fast the
Group can grow

5 Enhananginternal systems performance
and controls to deliver an even faster,
more efficient and robust service to
our clients

6 Maximising cross-seliing cpportunities
across the Group by utibsing the
ncreasingly varied client base being
created with our expanding brands

7 Extending ournternational reach by
developing a structured rollout of
international opportuniyies

Outlook

| look forward giving shareholders an imnial
update as to our progress on these aims at
the intenmresults in Apnit 2012

Adnan Gunn
Chief Executive Officer
5 October 2011

Business Review
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Growing

The Group has grown successfully over the last 15 years
and through the recession has demonstrated its ability to
remain profitable.

The Group will continue to embrace the robust nature of the 1t's core
business

Single site for Matchtech UK

Niche focus

Efficient systems

High quality staff

Contract driven

Balance of Contract NFl and Permanent fees

vV VV VYV YV

Growing our core techmcal recrustment expertise, this solid foundation
will enable the Group to grow organically, as the economy recovers, whilst
retaimng the resibience through the econormc cycle

The Group aims to continue winning business from competitors, increasing
1ts reach within the core sectors that the Group operates

Engineenng

Built Environment

Information, Systems & Technology
Saence & Medical

vV VvV oV

The Group plans to expand its Group’s techmcal recruitment capabibity
overseas Our German business, which focuses on the Aerospace,
Automotive and Energy markets, 1s showing good momentum and the
Group will be investigating other opportumties overseas
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“The new structure
implemented at the
start of the year has
enabled us to capitalise
on our core strengths
and experience in
the technical arena,
providing opportunities
for further expansion.”

Business Review
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Diversifying

Diversifying the Group’s client base through our
Professional Services and Outsourcing brands is already
generating additional revenue streams and opportunities
for the whole Group.

The launch of Barclay Meade and the opening of selective strategic office
locations 1s enabling us to expand into new higher value markets Barclay
Meade focuses on ligh value, low volume mche recruitment within

Accountancy

Procurement and Supply Chain
Marketing and e-commerce
Financal Services

HR

Sales

Executive Search

V V.V V V VY

Alderwood Education will further develop our education capabiity
focusing on

> Welfare to Work
> Work-Based Learming
> Supply Teaching

elemense, our dedicated RPO business, will broaden the range of our
Recruitment Outsourcing services to chents which include

> Internal redeployment
> Directrecruitment
> Agency supply chain management
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“Diversifying into new
sectors under the
Professional Services
brands of Barclay Meade
and Alderwood Education
and adding value to
our clients through our
elemense brand will
increase opportunities
for the whole Group.”

Business Review
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Adding
value

The world of recruitment is a competitive place.

To be viewed as a market leader by both clients and
candidates alike, we continually have to keep adding
value to maintain and enhance our relationships.

Our central Shared Service resource provides our consultants with the
tools and expertise to seamtessly delver these *Value Added’ solutions

Our Legal & Compliance team provides our clients and candidates with
regular updates on current employment 1ssues and trends in the form of
quarterly newsletters, client meetings, presentations and seminars Qur
aim 15 to guide and assist them through the maze of legislation, including
the new Agency Workers Regulations, mghlighting our expertise and
minmimising nsk for all stakeholders The team can also conduct impact
assessments for clients on upcoming legislation

Our IT Systems team continues to develop and enhance our own in-
house Front Office Customer Relationship Management system, Back
Office system and websites This resource allows us to ensure our systems
are kept at the cutting edge of recruitment software It also allows us

to streamline our processes by integrating with external third party
recruitment platforms, such as online portals, allowing us to maintain our
responsive delivery We have also integrated client pay and bill systems,
again to increase quality and \1mprove process efficiencies

Our Marketing team provides creative expertise and meda selection
for branded advertising, as well as the logistical support to run effective
candidate assessment centres They have also been instrumental in the
successful launch of our 2 new Professional Services brands, Alderwood
Education and Barclay Meade

We believe this ongoing investment 1in value added services will help us
achieve our Goal

“Always exceed the expectations of our customers
and lead the recruitment sector through effective
delivery and quality of service.”

“We have talented teams
in our internal Shared
Service departments
providing specialist
Legal & Compliance,
Technology, Marketing
& Communications,

HR & Training support
to the business and
to our clients.”
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Operational

Review
Matchtech

Keith Lews
Managing Drector
Matchtech UK

2011 Net Fee Income Split (Em)

Matchtech UK Strategic Objectives

The new structure implemented at the start of the year has enabled us
to capitalise on our core strengths and experience in the technical arena,
providing opportumties for further expansion and diversification

The key objective is to maximise profit by

> Mamntaining histoncally high Net Fee Income (NFI) conversion
> Continuing to be ane of the UK's leading Information Technology

recruitment companies

> Establisling Matchtech as a leading specialist in the

Science & Medical sector

> Significantly increasing aur market share within Renewable Energy,

Rail and Power & Nuclear

> Using our UK technical expertise and client relationships 1n the

German recrutment market

Matchtech UK

Our core UK techmical business has
performed well this year NFIwas up 10% to
£23 4m {2010 £212m)

Contract NFl was essentialty unchanged

at £173m (2010 £17 4m)with the margin
reductions from the extension of our 2
largest contracts balanced out by anincrease
In contractor volumes up 23% from 4,300 at
31 July 2010 to 5,300 a1 31 July 2011

Permanent fees were up 61%to £6 1m
{2010 £3 8m)

This has resulted i a shft 1n our business
mix with 74%6 (2010 82%) of NFl generated
from contract NFl and 26% (2010 18%) from
permanent fees

The new structure implemented at the

start of the year has enabled us to capitalise
on our core strengths and experience 1n the
technical arena, providing opportumties

for further expanston and diversification
The new structure, gives the business
clarity in reporting and clear focus on

4 key sectors

Engineering

Built Envirgnment

Information Systems & Technology
Science & Medical

VvV VYV

Chients have continued with procurement-led
inThiatives to streamline thewr supply chains
We have responded by winning ncreased
levels of exclusivity

As our markets gradually recover we
have started to reap the rewards of those
agreements and increased our market share

Engineenng Sector

The Engineering Sector saw sigmficant
Increases in demand aceoss both the contract
and permanent divisions in the year

Contractor numbers on assignment rose
from 2,300 at 31 July 2010 to over
2,800at31 July 2011, although supplier
rationalisation by chents has resutted in
reduced contract margins from 7 4% to

6 3% Permanent fees were up 60% on
2010 NFlwas up 5% at £10 2m {2010

£9 7m), with contract NFl down 1% to £8 6m
and permanent fees up 60%to £1 6m




Marine, Automotive, Aerospace, Rail

and Energy

Marine Within the Marine industry we
continue to be involved 1n a range of Defence
ndustry programmes which are at vanious
phases of design and build We have a
leading presence in the commercial manne
marketplace and are expanding into the
shipping marketplace

The Government's Comprehensive Spending
Review in October 2010 did not have a
sigmficant impact on the Marine business's
chents, with the confirmed buitd of the 2 new
QE Class arcraft carniers

Automotive Within the Automotive industry
we have seen unprecedented demand
created by Onginal Equipment Manufacturers
looking to develop new chassis and power
train combinations and we will capitalise on
this demand within our speciabist mche teams
of consultants

Aeraspace The Aerospace market continyes
to provide good opportumties for us 1n both
engineenng and manufacturing, with our
support for majer programmes including the
A350 CSeries, A320 and B787

Rail. Opportunities are expected to come via
our increasing presence n the Rolling Stock
sector

Energy Our focusin this area s on O1l & Gas
and the Renewable Energy marketplaces
where we have opened up new opportunties
within the existing Aberdeen chient base
Further expansion is planned in order to
focus on the Offshore and Subsea markets
where we have clearly established ourselves
over the years as a specialist player The
synergy that exists between clientsin

these areas and those in the Renewable
Energy sector has enabled us to buitd a sobhd
platform from which to devetop further,
particularly with the Round 3 announcement
that between 2015 and 2030 almost 10 0600
turbines and foundations wiil be required
around the coast of the UK

15
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Clients have continued with procurement-led
initiatives to streamline their supply chains.
We have responded by successfully winning
increased levels of exclusivity.

Built Environment Sector

Built Environment showed signs of
confidence returnming to the marketplace
particularly 1n the second half giving us
enceuragement in our plans for 2012

NFI of £5 3m was up 2% {2010 £5 2m), with
contract NFl down 2% to £4 6m (2010 £47m)
and permanent fees up 40% to £07m (2010
£0 5m) This led to a shight shift in mx with 87%
(2010 90%) of NFl generated from contract
and 13% (2010 10%) from permanent fees

Contractors on assignment at 31 July 2011
were up 18% at 1,300 (31 July 2010 2,100}

Whlst areas such as Highways and Traffic
remain cautious following the effects of the
Government's spending review there have
been clear signs of recovery within Water,
Rail and Buildings

It 15 within these areas that we have made
further snvestment in sales force headcount

Success with major clients in securing supply
routes has put us i an excellent position

to delver strong growth as the markets
strengthen

Information Systems & Technology Sector
Our Information Systems and Technology
sector was created last year by combtming
our Information Technology and Electrontc
Software & Systems teams Skill sets 1n these
2 areas are increasingly transferable and our
new approach has allowed us to take full
advantage of the market upturn

Whilst contract NFl of £3 3m was the same as
2010, permanent fees increased by 80% to
£27m {2010 £1 5m)

Contractors on assignment increased by 29%
to over 900 at 31 July 2011 from 700 the
previous year, but with most of this increase
dunng the last quarter, the increase had
limited impact in the year

Our skillsetand industry specialism has
enabled us to secure numeroys sigmficant
chent wns, both inthe UK and overseas

This sector should continue to benefit as
aresult of the further investment in sales
force headcount investment that will see us
capturing more business in technology skill
sets across all Industnies as well as making
further progress within growing markets such
as Cyber Secunity

Science & Medical Sector

Having developed from an oniginat chent base
within our Pharmaceutical and Food chents, the
Science & Medical sector has performed well
and delvered strong growth

Contract NFlwas up 14% to £0 8m (2010

£0 7m}) and permanent fees grew by 38% to
£11m (2010 £0 8m) Overall NFiwasup 27%
0 £19m{2010 £1 5m)

We will conbnue to build upon the business
development that has enabled us to clearly
establishourselves in the areas of Scientific
Medical and Chinical recruitment with a mix
of industry and sk:ll set focus throughout
the team

Growing our Core Expertise
We will continue growing our core technical
recruitment expertise

Our solid foundation, years of experience in
this marketand excellent customer service
will enable us to continue 1o grow orgamcally
as the economy recovers

Over the carming years we will be looking at
further opportunities to take this expertise
overseas into technical markets where we
believe we can replicate the success of
Matchtechinthe UK

Business Review
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Operational Review.
Professional Services

Professional Services
Performance

All the growth came from increased
permanent fees up 88% n the year
to £3 0m {2010 £1 6m) The average
fee per placement rose 52% to
£4,400 (2010 £2,900), reflecting
the increased amount of igher
margw permanent business

Contract NFl of £1 3m remained
stable in the year, as did the number
of contractors on assignment

Half Year Net Fee Income {NFl)

2011 Net Fee Income Split {(£m)

Barclay Meade Strategic Objectives
Barclay Meade will focus on delivering a partnered solution to its
customers, managing the talent pool through its expertise, n 1ts defined

vertical markets

The key objective 1s to grow NFI and profit quickly by

> Building a brand with experts recruiting experts

v

Creating a genuine partnering approach with the customer

> Delivering innovative, tailored solutions by understanding the

clhients’ 1ssues and requirements

> Ensuring in-depth knowledge of the available talent pool within

each market

Barclay Meade

Barclay Meade was launched at the
beginning of the financial year with the aim
of extending the services already provided
within the Group to our major clients and
diversifying into new markets, including
Procurement, Accounting, Executive Search,
Sales HR Financial Services and Marketing

In order to provide high service levels to

our customers, Barclay Meade opened
offices in London, 5t Albans and Aberdeen to
complement the Group’s existing South Coast
location at Fareham, Hampshire

We adopted a strategy of recruiting mghly
experienced consultants with existing strong
relationships into defined mche business
streams and this has generated permanent
revenue and increased NFI quarter on quarter
throughout the year, albeit at a slower rate
than onginally anuicipated

Whilst the time taken to recruit was
elongated and the challenge of identifying
and recruiing suntable high quality
consultants still remains, the business 1s
becoming established in all areas

As shawn by the growth in NF] reported
above Barclay Meade for a new brand, has
made considerable progress during its first
year of trading

The pace of future growth will be
partly determined by the rate of any
MacroeconomiC recovery

Qur pnmary focus for the coming year s

to drive continued fee growth by ensuring
that the talented people within the business
continueto mature The pace of future
growth will be partly determined by the rate
of the macroeconomic recovery




Nigel Lynn
Managing Director
Barclay Meade & Alderwaood Education

+4, 3%

NFlfarthe year was up 43%to £4 3m
{2020 £3 Om}
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Our new brands, Barclay Meade and Alderwood
Education, have made considerable progress
during the year. The pace of future growth will
be partly determined by the rate of the

macroeconomic recove ry.

Matchtech Group plc

Alderwood Education Strategic Objectives
Alderwood Education will focus on developing a robust and comprehensive
Education and Training service across Work-Based Learming, Welfare to

Work and Supply Teaching

The key objective 1s to grow the brand by

Innovating through technology

V V v Vv

Alderwood Education

Inthe last 12 months Alderwood Education
has developed 2 new business streams as
well as securing 1ts position as the market
leading recruiter witmn Work-Based Learming

With major government commitment and
nvestment into apprenticeship placements
and vocational traimng, Alderwood has
continued to supply NVQ Assessors

and Trainers to the UK's leading tratming
providers This spans all sectors including
Care, Hospitality, Lewsure and Engineering To
support the growth of this market Alderwood
has developed a freelance model which has
proved to be commercially successful for
emerging providers

A key area of growth for Alderwood

has been the Welfare 10 Work sector
Alderwood has been actively nvolved with
the Government's new Work Programme
imtiative, as well as the European Social Fund
and Work Choice programmes Alderwood 15
engaped with the prime and sub-contractors
for the supply of both Personal Adwvisors

and managernal level roles We are currently
developing an innovative recruitment
solution to assist chients with attracting and
retaimng the best talent

Ensuring a compliance dnven solution
Delivening a fast and accurate service

Creating expert knowledge of the mariket place

The third business stream within Alderwood
15 Supply Teaching We have developed a
tocalised model from our South Coast office
supplying teachers across Hampshire, West
Sussex andnto Surrey This fledgbing team
15 developing well and our expenenced
consultants will give Alderwood a footpnint
and scalable model to allow for regional
growth n the coming years

Alderwood has secured the services of
Lord Knight as a Non-Executive Advisor
Lord Kmght was previously the Mimster of
State for Schools, Employment and Welfare
Reform

Business Review
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Operational Review:
elemense

Peter Collis
Managing Directar
elemense

Performance

Although elemense only directly generated
5% of Group NFln 2011, 1t 15 a strategically
important business During the year clients
managed by elemense generated total
revenue of over £52m {17% of Group
revenue} and £4 5m NF1(15% of Group NFI)

elemense offers a range of solutions to meet
our clients’ needs from master vendor to full-
scope RPQ solutions, together with a range of
associated consulting services It ensures that
the quahty of delivery to the clients high
and adds innovative solutions to the more
complex recruitment 1ssues our clients can
often face

Durning the last 12 months we have been
successful in extending our current
arrangements with a number of large existing
clients such as Mouchel, Ricardo

and Claverham

We have also added more clients to

our portfolig, including Selex 5! {part of
Finmeccamica Group) and a leading player
in the Automotive sector

elemense is the Group'’s provider of Recruitment
Process Outsourcing (RPO) solutions. Already
operating with a range of clients across industry
sectors, elemense focuses on transforming how
businesses attract, deploy and retain talent.

elemense Strategic Objectives
Addressing the need to deliver high levels of quality to our chents and
expand the services the Group provides

The key objective 15 to aid the growth in Group NFI by

> Strengthening the existing relationships of the Group's key clients
> Providing value added services to all Group clients
> Enhancing the direct delivery capability of elemense

Our new business pipeline has increased
sigmficantly and we continue to broaden
our direct delivery capability to address
client demand

Our medium-term goal 15 to win business
outside the techmcal marketplace and provide
the clientwith a direct service delivery

model This will dnive the profitability for

this business unit and the Group without
elemense benefits from the listonc strength | 1mpacting on our core techmcal brand
of Matchtech Group within the Engineering
and Technical Recruitment markets for lead
generation and delivery capability but also
from 1ts ability to act ndependently of the
Group as and when required

We remain very pesitive about this strategicatly
important part of the Group's business

Indicators suggest that clients will continue
to become more sophisticated in the
demands for recruitment solutions to meet
a wide range of business challenges and
resourcing needs Resourcing challenges
currently vary widely

Efficient and effective candidate sifting and
assessment methods are key In those sectors
in which candidates are plentiful

Improved attraction methods multiple routes
to the candidate market and an enhanced
candidate expenence are vital in industres in
which there are candidate shortages




Human Resources

David Rees
HR & Traimng Birector
Matchtech Group plec

Overview

We are taking a proactive lead 1n changing
the perception of recruitment and have
created a strong set of ethics and values to
support our vision and goals

Matchtech 1s ene of the first recruitment
agencies to be awarded the Recrutment &
Employment Confederation (REC) Audited
status, which represents the 'Gold Standard’
of the corporate REC membership

We are a vibrant orgamsation and our values
are the fundamental reason why we continue
to develop strong chent relaiignships and
candidate loyalty

The Group has 5 core values to which we
encouwrage all staff to adhere

> Teamwork Positive collaboration and
mutual trust

> Integnity Responsible, honest and fair in
our dealings with all stakeholders

> Enthusiasm Energy passion and a dnve
n all we do

> Innovation Be creative and challenge the
‘norm’

> Fun Enjoy what we do and celebrate success
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Human Resources Strategic Objectives
With the future success of the Group intninsically based around the
performance of our staff, our people objectives are to

Create career opportunities

vV VvV VY

We beleve lving these values witl help us
achweve our goal

Always exceed the expectations of our
customers and lead the recruitment sector
through effective debivery and quabty of
service”

The reshaping of the orgamsation at the end
of last year, ncluding the launch of the new
brands of Barclay Meade and Alderwood
Education created a number of new exciting
challenges for the Group, especially for
those supporting the imtiatives 1n cur Shared
Service departments The Human Resources
team has adapted quickly and efficiently to
the ncreasing need of the business

The need to attract and recruit hagh quahty
staff for the expanding Group across several
new locations, including Germany has been
paramount

Importantly, our Tratners have provided
on-site support and training to the new staff
ensuring that they understand the Group's
culture values systems and processes

Attract and recruit the best talent we can
Ensure excellent employee engagement and 2-way communication

Provide first class tratming and mentoring across the Group

The ambitious plans for the development of the
Group rely heavily on the effective delivery of
HR supportio all the people in the orgamsation

We wilt bentroducing new technology to
streamline the delivery and accessibility of
services particutarly our comprehensive and
successful staff appraisal process

Staff Numbers and Attrition

Total staff numbers at 31 July 2011 were
350, up 18%(31 July 2010 297) Sales farce
headcounthas risen by 17% from 227 to
266 Thisincrease reflects our investment
n both the new Professional Services
brands along with additienal headcount in
Matchiech UK where activity levels have
increased over the year

Group attrition for the year was 30% (2010
249%), anincrease that reflects the challenges
n recruiting staff with the night calibre to
create and develop new brands

Matchtech Group plc

Business Review
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Human Resources

550

Staff at end of period was 350, up
18% (2010 297)

Engagement

Retaining existing staff as much as our abibty
to attract new talent, wilk be a key focus for
us ta drive the success of the Group over the
ComINg years

We recognise that successful employee
engagement revolves around good, regular
nternal commumcation The need to
maintain a proactive 2-way exchange of
information 1s key to understanding the key
motivators of our staff

We conduct regular staff surveys gaining
useful feedback which helps us to shape
our people strategies The last survey

was undertaken in Novernber 2010 On a
quarterly basis we commumcate to all staff
the performance of the Group against our
strategic plans

The provision of effective and consultative
recrukment services relies upon the
continuity and development of mutually
beneficial business relationships This same
principle underpins the relationship between
& business and 1ts own people

Personal development)s a key factor 1n
employee satisfaction and a growing
business creates 1ts own career opportunities
for staff and we therefore continue to focus
on and improve our talent management
process

Training

By plaoing continued and significant
emphasis on developing our staff skills and
our continued investmentin training, we
have expanded our in-house learming and
development capabilities this year

We have also made further investment in our
Graduate Traiming Programme to meet future
demand for sales staff

By enhancing our leadership training
across the business we aim to ensure that
all management staff have the required
competency to manage and develop their
own staff to a hugh level

At the same time we are coaching our servor
management team to aid their strategic
thinking

Diversity

We believe that diversity 15 a business 1ssug
and needs to be managed accordingly

Unless we are able to attract and retain
talented indviduals from a broader range

of backgrounds than has been the case
histoncally, we will fail to realise our plans for
the coming years

The Greup understands thatit1s essential to
attract and retain talented indwviduals who
reflect the diverse nature of the areasin
which we work

The Group has pelicies in place to ensure that
our candidate attraction does not exclude any
individuals based upon diversity and recruits
staff purety based upon therr abiities

Althoughcurrently there are no women on
the Board or Executive Team, women account
for 20% of management and 40% of all
employees

The Board recogmises the benefits of having
a diverse cross-section of people 1n semor
management positions It understands that
the genderimbalance needs to be addressed
at these tevels and will continue to dedicate
time over the coming months to consider
diversity




Core Values Chart
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The provision of effective and consultative
recruitment services relies upon the continuity
and development of mutually beneficial
business relationships. This same principle
underpins the relationship between a business
and its own people.

External Commumity Interacting responsibly with the environment

The Group recognises the importance of 15 about mmmising our impact For our

1ts binks with the commumties in which it business, this1s about energy reduction and

operates and with the increasing needs of recycling, and we have taken steps over the

staff to feel therr employers are engagedin last 2 years to reduce energy consumption by

positive action increased use of timers to turn off equipment
not in use by switching to paper from

The Group encourages and supports our sustainable sources, and by further reducing

staff in undertaking chartable work, our Company vehicle carbon emmssion imits

fundraising, volunteenng activities and

sports and social activities The Group's Over the comng months we will be

current chosen charity1s Friends of PICU bringing together all aspects of the Group’s

the chanty supporting the Paediatric C5R activities under one overarching policy

Intensive Care Umit at Southampton General  to help ensure that we maximise the benefits

Hospital, www friendsofpicu org uk we can give

Corporate and Social Responsibibity
Matchtech Group 1s commutted to doing
business responsibly in its interaction with
clients, the environment, and within the local
community

Teamwork, Integnty, Enthustasm, Innovation
and Fun are the underlying values that we
expect in the make-up of our people, and
these values are the basis of our appreach to
Corporate and Seaal Responsibility {CSR}

Delivering a responsible service to our chients
means upholding the highest professional
standards Through active membership

of our professional body the REC, and by
supporting the Advocacy Programme, we are
helping to raise professional standards 1n our
ndustry Inthe last 2 years, key individuals
recetved recogmtion for their contnbution
recetving awards at the goverming body's
annual awards 1n the categories of Best
Newcomer and Best Contract Consultant

Business Review
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Chief Financial

Officer’s Report

The Group has remained profitable throughout the turbulent markets

of the last 3 years

We took positive action early 1n the recession by reducing costs and

flexing our resources to meet demand

We are now investing, delivering a programme of building on our core
business, dwversifying geographically into new sectors and adding value to

our chents

Cntical Accounting Policies

The Statement of Sigmficant Accounting
Policies 15 set out in Note 1 to the Financial
Statements

The Group s Revenue Recognition pohicy may
be summarised as

> Contract revenue and hence contract
net fee 1ncome, 1s anky recogmised upon
receipt of a chent signed timesheet

> Permanent fees are only recogmsed
foltowing canfirmation by the client that
the candhdate has started work

> Other fees are recognised on
confirmation from the chent commutting
to the agreement

The Group makes estimates and assumptions
regarding the future Estirnates and
Judgements are continually evaluated based
on historical expenience and other factors,
ncluding expectations of future events

that are believed to be reasonable under

the arcumstances In the future, actual
expertence may differ from these estimates
and assumpiions

The Board considers that the estimates and
assumptions which have a sigmficant nsk of
causing a matenal adjustment 1o the carrying
amounts of assets and liabilities within the
next financial year are the measurement of

tang:ble assets (where the Group estimates
useful lives for the purposes of depreciation)
and uncertain tax pasitions

Revenue and Net Fee Income (NFI)

Group revenue for the year was £301 8m, up
14% (2010 £264 4m), reflecting the Groups
ability to maintain business levels through a
penod of economic instability The Group's
broad spread of clients and sectors, with
many key relattonships under framework
agreements linked to working on long-term
infrastructure projects, has provided a stabte
platform

The Group generated £29 8m of NFI for the
year Up 14% (2010 £26 2m)

Contractor numbers on assignment grew
signficantly 1n the year Starting the year on
5.100, numbers increased slightly to 5,200
at the half year but grew by over 800 in the
second half to over 6 000 by the year end
Whilst much of this growth occurredin the
last quarter, and hence had himited 1impact
on this year s NFI, 1t has increased the level
of debtors and net debt at 31 July 2011, as
explained below

Contract NFl was up 1% to £20 4m {2010
£20 1m)reflecting the reduced margins from
the renewal of our 2 largest contracts 1n late
2010




Permanent Fees of £9 4m were up 54%
(2010 £61m) The growth 1n feeswas as a
result of recovery within the Matchtech UK
core business and the contnbution from the
new Prafessional Services brands as they
start to become established

Information on the performance of the
Group's businesses s provided 1n the Chief
Executve Officer’s Review

Overheads and NFl Conversion

In the year the Group made significant
investments in both the core business and
especially in establishing the new brands,
growing our headcount from 297 at 31 July
2010t0 350 at 31 July 2011

With other related costs including new
establishment costs for our offices in London,
St Albans and Aberdeen operating overheads
for the year were up £5 6m 1n the year to

€23 0m (2010 E174m}split £11 1min H1
and £119mn H2

The result of this early investment started
to be reftected n increased NFl as the
year progressed, although the growth was
somewhat slower than initially anticipated

This has impacted on our NFI canversion,
the amount of profit from operations we
generate from our NFI, for the year which
has reduced to 22 9% (2010 33 7%}

Profit & Earmings Per Share
Profit from operations were £6 8m, down
23% (2010 £8 8m)

Encouragingty, trading performance
improved sigmificantly in H2 over H1 After
reporting profit from operations 1n FY2011
H1 of £2 5m, the profit from operations 1in
FY2011 H2 of £4 3mreturned to 2010 half-
year levels {H1 £4 5m M2 £4 3m)

The Group generated profit before tax of
£6 4mn the year, down 26% (2010 £8 6m)
reflecting shghtly mgher financing costs of
£0 4m (2010 £0 2m)
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Trading performance improved significantly in
H2, with profits from operations of £4.3m up
72%, (2011 H1: £2.5m)}, returning to comparable
levels to those in each of the previous two
half-years (2010 H1: £4.5m, 2010 H2: £4.3m).

Basic earmings per share fell by 23% to

20 26 pence (2010 26 35 pence) ang diluted
earnings per share for the year were 19 74
pence down 24% (2010 25 96 pence)

Dwidends

The Board proposes an unchanged final
dwidend for the year of 10 6 pence per
share which, 1f approved by shareholders at
the Annual General Meeting, to be held on
Fnday 18 November 2011 will be payable
on 2 December 2011 to those sharehotders
registered on 4 November 2011

When added to the intenm dividend of 5
pence per share this makes an unchanged
total dividend for the year of 15 6 pence per
share, giving dividend cover of 1 3 imes
{2010 17 umes)

Group Consobidated Statement of
Financial Position

Group net assets at the year end stood at
£251m{2010 £237m)

The Company had 23 4m fully pad ordinary
shares n1ssue at 31 July 2011 (2010 23 3m)

CapitalExpenditure and Tangible and
Intangible Assets

Capital expenditure in the year was £0 5m
(2010 £06m)

Tangible assets at 31 July 2011 of £15m
{2010 £1 6m) consist of the Group s motor
fteet office equipment and computer
equipment

Intangible tems at 31 july 2011 of £0 1m
{2010 £0 1m) consist of external software
hcences which are amortised over the
expected life of the licence

At 31 July 2011 the Group did not carry any
goodwill onits Consolbidated Statement of
Financial Position

Worlang Capital, Cashflow and Net Debt
The volume of activity grew sigmificantly in
the second half of the year, as evidenced by

3 15% 1ncrease 1n contractors on assignment
from 5,200at 31 January 2011 to over 6 000
at 31 July 2011

This resulted 1n anincrease of £11mn
maonthly bilings (including VAT) from £21mn
January 2011 to £32min July 2011

Because the Group pays its contractors
before it1s paid by its customners the
resulting increase 1n debtors, and hence
working capital requirement, has increased
net debtby £11 5m at 31 Juty 2011 to

£16 Om(31lanuary 2011 £4 8m, 31 July
2010 f£4 5m) However the aged debtor
profile at 31 July 2011 remains sumilar to that
at 31 January 2011 The Board continues to
momntor closely credit control performance

Cash flow may be summansed as

2011 2010
£m Em
Profit fromoperations 68 88
Adpustments for
Increase n trade/other
recewables (a54) (81)
Increase in trade/other
payables 29 28
Non-cashitems 08 04
Cash generated from
operations {4 9) 39
Capital expenditure {os) (06)
Interest paid (04 (02
Income taxes paid (20} {28)
Net Cash flow (before
dividends & financing) (7 8) 03
Drvidends paid 360 (36
Movementin banking
facilities & cash {114) (33)

Current debtor days at the year end were 53
{31 July 2010 47}

Business Review
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Chief Financial Officer’s Report continued

Banking Facilities

The Group operates a working capital
Confidential Invoice Discounting facility with
Barclays Bank plc

In July 2011 the Group agreed an increase
1n the borrowing limit of £10m, with a
commitment until April 2013 The facility
celling currently stands at the lower of £35m
or 90% of quabifying invoiced debtors and
interest on borrowing 1s at Barclays Bank
Base Rate plus 2 25%

At 31 July 2011 the balance on the
Confidential Invoice Discounting Facility was
£16 3m

Group Financial Risk Management

The Board reviews and agrees policies

for managing financial rsks The Group's
Finance function s responsible for managing
nvestment and funding requirements
including banking and cash flow monitoring
It seeks to ensure that adequate hguidity
exists at all times in order to meetits cash
requirements

The Groups strategy 1s to finance 1ts
operations through a mixture of cash
generated from operations and where
necessary equity finance and borrowings
by way of bank facilities and warking capital
Confidential Invoice Discounting finance

The Group's financial instruments comprise
borrowings, cash and various items, such

as trade receivables and trade payables
that arise from its operations The main
purpose of these financial instruments 15 to
finance the Group's operations The Group
does not trade 1n financial instruments The
main risks ansing from the Group's financial
instrumenis are descnbed below

Liquidity and Interest Rate Risk

The Group had net debt of £16 Om at the
year end, comprising £16 5m debttess £0 5m
cash The Group’s exposure to market risk for
changes ininterest rates relates pnmarily to
the Group s bank loan and sales financing

facility debt obhigations Bank interest1s
charged on a floating rate basis

Credit Risk

The Group trades only with recogmsed
creditworthy third parties Receivable
balances are momtored on an ongoing basis
with the result that the Group's exposure

to bad debts 1s not sigmificant There are

no sigmficant concentrations of credit nisk
within the Group, with no single debtor
accounting for more than 14% of total
recelvables balances at 31 July 2011

Foreign Currency Risk

The Board considers that the Group dees
not have any matenal risks arising from the
effects of exchange rate fluctuations

Structuring the Group for the Future

The Group has remaned profitable
throughout the turbulent markets of the last
3 years

We took positive action by reducing costs
and flexing our resources to meet demand

We are now on a programme of building

on our core business diversifying
geographically, inte new sectors and adding
value to our cbhents

We continue to invest in the latest
technology, combiming candidate attraction
with our strong service delivery capability

We have talented teams 1n ourinternal
Shared Service departments of Legal

& Compiiance, IT Systems & Faalities,
Marketing & Communications, Bids &
Tenders, Finance and HR & Training who
prowvide specialist support to the business
and to our clients

Tony Dyer
Chief Financial Officer
5 QOctober 2011

Key
Performance
Indicators

The Group's revenue for the year was

£301 8m,up 14% (2010 £264 4m)and
reflects the Group’s resihience through
economicinstability Itis a reflection on the
Group s broad spread of chents across many
sectors working on long-term infrastructure
projects Many key relationships are in
framework agreements which have provided
a measure of resihence during the recent
economic conditions

The Group generated profit before tax of
£6 4minthe year, down 26% (2010 £8 6m)
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The Group generated £29 8m of NF| for

the yearup 14% (2010 £26 2m) Contract
NF! was up 1% to £20 4m (2010 £20 1m)
reflecting the reduced margins from the
renewal of our two largest contracts in tate
2010 Permanent fees of £9 4m were up 54%
(2010 £6 1m) as a result of a recovery within
the Matchtech UK core business and the
investment 1n the new Professional Services
brands as they start to become established

Diluted earmings per share for the year were
19 7 pence down 24% (2010 26 0 pence)

In the year we made sigmficant investment
n growing our headcount both inthe

core business and in the new Professional
Services brands Although the resulis of this
early investment are starting to be reflected
inincreased NFI the growth was slower than
mbally antaipated This has impacted on
our NFl conversion for the year which has
reduced to 239% (2010 34%)

The investment made in the business in the
year, and therefore the fall in NFl conversion,
has delivered profit from operations for the
year of £68m (2010 £8 8m) down 23%

The volume of actvity grew significantly in the
second half of the year, with contractors an
assignment increasing by 800 (15%) to 6 000
at 31 July 2011 Because the Group pays 1ts
contractors before it1s paid by its customers,
the resulting increase in debtors has increased
the working capital requirement in the year
and resufted 1n an outflow of cash

In July 2011 we increased our banking
facilities by £10m for £35m committed until
Apnil 2013

The Board1s committed to maintaining

a strong dwidend policy and therefore
proposes anunchanged final dividend for
the year of 10 6 pence per share which when
added to the intenim dwidend of § pence per
share, makes an unchanged total dividend for
the year of 15 6 pence per share

Business Review
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Board of Directors

George Materna {58)

Non-Executive Chairman

George Materna has 30 years experience In
the recruitment industry and 1s the founder

of the Group, having founded Matchmaker
Personnelin 1984 and Matchtech Engineenng
1n 1990, before combining the 2 businesses in
2002 to form Matchtech Group plc

Adrian Gunn (46)

Chief Executive Officer

Adnan Cunn joined the Group1n 1988 as a
recruiiment consultant and was appointed
as a Divisional Director in 1998 He was
appointed to the Board in 2004 as Business
Development Director and Group Sales
Directorin 2005 Adnan took over as Chief
Executive Officer 1n 2007 and heads the
Executive Team

Tony Dyer {42)

Chief Financial Officer

Tony Dyer1s a Fellow of the Chartered
Institute of Management Accountants After
quabfyingin 1995 he joined the Group In
1996 Following a period as Management
Accountant and Financial Controller he was
appointed to the Board in 2004

Ric Piper {59)

Non-Executive Director

Ric Piper qualified as a Chartered Accountant
11 1977 He held senior finance roles in IC,
Citicorp and Logica, becoming Finance Director
of Logica (UK} n 1990 He was Group Finance
Onrector of WS Atkins from 1993 to 2002 Since
2003 he has been involved at Board level and
has advised on the growth and development
of several compames Ric1s a member of the
Financial Reporting Review Panel He has been
a member of the Group Board since 2006

Stephen Burke {51)

Non-Executive Director

Stephen has over 25 years' expenence n the
recruitment industry having joined Michael
Page 1n 1981 after graduating from Durham
Umversity He was appointed as a Director
of Michael Page international in 1988 with
responsibility for development of overseas
businesses He returned to the UK 1n 1996 and
held two divisional Managing Director roles
before beng apponted Managing Director
of Michael Page 1n the UK and a Director of
Michael Page International plc from 2001
until 2005 Stephen was appointed as Chief
Executive Officer of Healthcare Locumns plc
1nMay 2011 He has been a member of the
Group Board since 2006

Executive Management

Heith Lewis {45)

Managing Director, Matchtech UK

Keith 1s the Managing Dwrector of Matchtech
UK and s respansible for all of oyr UK
operations across the Engineenng, Built
Environment, 1S&T and Saience & Medical
sectors Keith a Fellow of the Institute of
Recruitment Professionals (FIRP), joined

us in 1993 as a Semor Consultant, before
progressing to his current position Keath

15 alsa on the Steering Comimittee for the
Engineenng & Technical sector at the
Recruitment & Employment Confederation
(REC)

Nigel Lynn (50)

Managing Duector, Barclay Meade and
Alderwood Education

Nigel has aver 23 years’ expenence in the
professional staffing recruitment industry
He is a qualified Accountant, having had
expenence with Westland Helicopters Max
Factor and Meggtt Holdings He founded

his own accountancy recruitment business
whitch was successfully sold 1n 2005 He

was then recruited to build the professional
staffing business of Carlisle Holdings pic

He was promoted to Managing Directar

of Professional and Technical business
following the merger forming Impellam plc
Nigel joined the Group in early 2010 1n order
to build the Professienal and Education
businesses

Peter Collis (46)

Managing Director, elemense

Peter joined the Groupn July 2010, bnnging
15 years’ experience in the Business Process
Outsourcing and recruitment sectors He s
the Managing Director of our Recruitment
Process Outsourcing (RPO) division,
elemense Before Joiming us, Peter was

a Board Member at Wynnwith Group
responsible for its major accounts business
He started s career in Engineenng &
Procurement at BAE Systems, before moving

Andy White (55)

Non-Executive Deputy Chairman

Andy s aChartered Engineer, a fellow of
the Royal Institute of Naval Architects and a
member of the Royal Aeronaunical Society
He formed Matchtech Engineening with
George Materna in 1990

Richard Bradford (48)

Nan-Executive Director

Richard has a background n solutions and
services businesses He was Chief Executive
of AIM listed Carliste Group from 1997 to
2008 upto and including the merger to
create iImpellam Group and was previously
Chief Executive of LPM Group, a private
equity backed mid-market group of facilities
management investments He 15 currently
Chef Executive of UK-based InHealth Group,
a leading provider of diagnostics and imaging
services Richard joined the Boardon 3
August 2011

to Accenture to specialise in Supply Chain
Outsouraing and Consulting Following a
move into recruitment, Peter established
Hyphenas an RPO business at Spring Group
and led the business as 1ts Managing Director

David Rees (44}

HR Director & Traiming

Davidis our HR Executive, responsible for
our HR Pobicy and staff development traiming
and recrutment required to meet the Group's
strategic goals He speciabises in developing
staff of all tevels David has worked with us
for 19 years, starting first as a Consultant 1n
our Manne, Ol & Gas dwision He has worked
hard 10 advance lis position achieving
Department Manager status 1n 1998 and
Dwnsional Director in 2002 In 2008, David
was asked to lead our new HR & Training
imbiatives, and 1n 2009 was appointed as an
Execute Director




Directors’ Report

In accordance with the requirements of
the Companies Act 2006, the Directors
present their Annual Management
Report on the affairs of the Company
and the Group, together with the
audited Financial Statements for the
year ended 31 July 2011

These will be laid before shareholders
at the Annual General Meeting (AGM)
to be held at 12 00 hours on Friday

18 November 2011 Details of the
business to be considered at the AGM,
together with an explanation of all the
resolutions, are set out 1n the separate
Notice of Meeting
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Principal Activities and Business Review
Matchtech Group ple 15 the ultimate holding Company of a Group of
companies

A fult descniption of the Group's pnncipal activities business
performance, likely future developments and principat risks

and uncertainties 1s provided in the Chairman s Statement, the
Chief Executive’s Review the Operational Review and the Chief
Financial Officer’s Report, the Corporate Governance Report and
the Directors’ Remuneration Report, which are incorporated by
reference into this report

A list of principal subsidiary undertakings and the countries in
which they operate {Note 13 to the Financial Statements) 1s also
ncorporated 1nto this report by reference

Financial Instruments
Details on the use of financial nstruments and financaial risk
management are 1ncluded 1n Note 20 to the Financial Statements

Results and Dividends
The Group profit after tax for the year of €4 7m (2010 £6 1m)1s
shown in the Consclidated Income Statement

In respect of the year ended 31 July 2011, an interim dividend of

5 0 pence per share was paid on 21 June 2011 The Directors have
proposed a final dividend of 10 6 pence per share which 1f approved
by shareholders at the AGM to be held on Friday 18 November

2011, will be payable on 2 December 2011 to those shareholders
registered on 4 November 2011

Dwidends Pad
2011 2010
Paid on £000 £ 000
10 6 pence per share 4 December 2009 2,468
5 O pence per share 23 June 2010 1,165
10 6 pence per share 3 December 2010 2,474
5 O pence per share 21 June 2011 1,172
1,646 3,633
Dividends Proposed
2011 2010
Tobe paid on £000 £ 000
10 6 pence per share 3 December 2010 2,474
10 6 pence per share 2 December 2011 2,479

2,479 2 474

Matchtech Group plc

Corporate Governance
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Directors’ Report continued

Directors
The Directors who served during the period and at the date of this
report are

Executive Directors
Adnan Gunn (Chief Executive Officer)
Tony Dyer {Chief Financial Officer)

Non-Executive Directors
George Materna (Chairman)
Andy White (Deputy Chairman)
Stephen Burke

Ric Piper

There were no changes to the composition of the Board of Directors
{the Board) during the year ended 31 July 2011 Richard Bradford
was appointed as a Director with effect from 3 August 2011

The brographical details of the Directors of the Company as at the
date of this report are set out in the Board of Directors on page 26

Under the Company s Articles of Association all Directors must retire
at the first AGM following their appointment by the Board and may
offer themselves for election by shareholders Richard Bradford,
following his appointment by the Board as 2 Director from 3 August
2011, will stand for electien at the AGM

In ine with the requirements of the UK Corporate Governance
Cade which has applied to the fully listed companies since 1 April
2011 and which the Company has voluntanly chosen to comply
with, all other Directors will retire at the AGM and being eligible
will offer themselves for re-election The Board considers that the
performance of each of the Directors continues to be effective and
that each of them demonstrates a strong commitment to their role

Directors and Officers of the Company and 1ts subsidharies benefit
from Directors’ and Officers’ hability insurance cover, in respect

of legal actions brought against them In addition Directors of the
Company are indemnified 1n accordance with Article 170 of the
Company's Articles of Association to the maximum extent permitted
by law Neither the insurance nor the Indemmties provide cover
where the relevant Director or Officer has acted fraudulently or
dishonestly

The Board may exercise all the powers of the Company, subject to
the prowisions of relevant legislation the Company s Memorandum
and Articles of Association and any directions given by a speqial
resolution of the shareholders Specific powers are detailed 1n the
Company’s Articles of Association including the power to 1ssue
and buy back shares, along with the rules for the appointment and
removal of Directors

The Directors and their Interests in Shares in the Group

The Directors of the Company, who served during the year, and their
1nterests in shares and share options of the Company are shown in
the Directors Remuneration Report

Directors’ Conflicts of Interests

Each Director 1s required, 1n accerdance with the Companies Act
2006, to declare any nterests that may give rise to a conflhict of
nterest with the Company on appointment and subsequently as
they arise Where such a conflict, or potential conflict arises, the
Board 1s empowered under the Company’s Articles of Assotiation to
consider and authonise such conflicts as appropnate

Articles of Association

The Company's Articles of Asseciation set out the Company's
internal regulation and cover such matters as the nghts of
shareholders, the appointment and removal of Directors, the power
to1ssue and buy back shares and the conduct of the Board and
general meetings

A copy of the Company's Articles of Association 1s available on the
Group s website {www matchtechgroupplc com) or on request from
the Company Secretary

Amendments to the Articles of Association must be approved by at
least 75% of those voting 1n person or by proxy at a general meeting
of the Company

In accordance with the Company's Articles of Association, Directors
can be appointed or removed by the Board or by shareholders ina
general meeting Subject to the provisions of relevant legislation,
the Company’s Articles of Association and any directions given by

a special resolution of the shareholders the Board may exeraise

all the powers of the Company and may delegate authonities o
committees and management asit sees fit Details of the main
committees of the Board are contained in the Corporate Governance
Report {pages 34 to 38)

The Directors are responsible for the maintenance and integnty of
the corporate and financial information included on the Company's
website

Legislation in the United Kingdom governing the preparation and
dissermnation of Financiat Statements may differ from legislation in
otherjunsdictions

Principal Risks
The Board’s assessment of the Pnncipal Risks 2nd Uncertainties the
Group’s policy and ts mitigations are detated on page 32




Substantial Shareholders

In addition to the Directors’ nterests shown in the Remuneration
Report and in accordance with Part 22 of the Companies Act 2006,
the Company has been notified that the following shareholders
nterests exceeded 3% of the Company’'s Ordinary share capital in
1ssue at the date of this report

Shareholder %
George Materna 3365
Octopus Investments Limited 1050
AXA Framlington 845
Paul Raine 772
Andrew Whate 411
British Steel 411

Corporate Governance
The Corporate Governance repart1s set out and 15 Incerporated into
this report by reference

Corporate Responsibility

The Board recogmses 1ts employment, environmental and health
and safety responsibiliies It devotes appropriate resources towards
manitoring and impreving compliance with existing standards The
Executive Directors have responsibility for these areas at Board
tevel, ensuring that the Group's pohicies are upheld and providing
the necessary resources

Bribery

The Matchtech Board has made a commitment to carry out business
fairty honestly and openly and has alse demonstrated a commitment
to zero tolerance towards bnbery A copy of the Matchtech High
Level Commitment Statement 1s included below

Ant1 Bnbery High Level Commitment Statement

Matchtech Group plcis a leading technical professional and
outsourcing recrintment group with over 27 years' expenence We
value our reputation for ethical behaviour and financialintegrity and
responsibility

The Group and tts senior management are committed to ensurng
full compliance with all anti-bribery and corruption laws and have a
policy of zero tolerance

Matchtech Group plc beheves in the mghest standards of
professional conduct and all Group employees are expected to carry
out business farrly honestly and openly and 1n accordance with
Group polictes

The standards expected of all employees are detailed 1n the Group's
Ant1-Bnibery Gifts and Entertainment, Conflicts of Interest and
Whistleblowing policies which have been putn place to help
prevent bnbery and provide a vehicle for confidential reporting
Disciplinary action, including dismissal, may be taken against any
employee found to be 1n breach of any policy
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The Group's main Board and Legal and Compliance Department have
worked hard in the development and implementation of bribery
prevention procedures in order to maintain our reputation and ensure
customer and business pariner confidence Our values and ethical
business behaviours are the fundamental reason why we continue to
develop strong cliens relationships and candidate loyalty

Matchtech Group plc aims to anly work with compantes that have
made the same commitment to preventing bribery as we have

Environment

The Group remawns committed to operating 1n an environmentally
respensible manner and 1s accredited to the Environmental
Standard 150 14001 2004 The Directors consider the impact on the
environment 1n making their decisions

The Commumty, including Charnitable and Politiczl Donations

The Group 1s committed to providing support to the community and
society through a number of chantable activities Dunng the year
the Group made chantable donations of £17 000 (2010 £15 000)
The CGroup made no donations for political purposes either in the UK
or overseas during the year The Directors consider the impact on the
community in making ther decisions

Employees

The Board recogmses that the Group's employees are its most
important asset Further information 1s provided in the Human
Resources Review

The Greup 1s committed to achieving equal opportunities and to
complying with anti-discrimination legislation

It1s established Group policy to offer employees and job applicants
the epportunity to benefit from far employment, without regard to
ther sex, sexual orrentation, marital status race religion or belief,
age or disability

Employees are encouraged to train and develop their careers

The Group has continued 1ts policy of informing all employees of
matters of concern to them as empleyees, both in therr immedsate
work situation andn the wider context of the Group s wellbeing
Communication with employees s effected through the Board
the Group s management brnefings structure, formal and informal
meetings and through the Group'sinformation systems

The Group has a culture that encourages share participation at all
levels At 31]July 20111t 15 estimated that 51% of the Company's
share capital 1s held by Directors, senior management and other
employees

Corporate Governance
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Directors’ Report continued

Duning the year the Group operated a Long-Term incentive Plan
{LTIP) and a Share Incentive Plan (SIP} The LTIP cascades through the
argamsation, with approximately 49% of staff eligible to participate
and the SIP1s open 1o all staff The Group also has a number of
share options yet to be exercised from its Enterprise Management
Incentive Scheme (EMI)

Policy on the Payment of Creditors

The Group s policy 1s to agree Terms and Conditrons for its
business transactions with suppliers and to endeavour to abide
by these Terms and Conditions, subject to the supphier meeting its
obligations

No one supplier arrangernent s considered to be essential to the
business of the Group The Group had 9 creditor days (2010 9 days)
outstanding at 31 July 2011, based on the average daily cost of sales
and invoicing duning the year

The Company, as a holding company, did not have any amounts
owingto trade creditors as at 31 July 2011 (2010 £nil)

Health and Safety

The Group 15 committed to providing for the health safety and
welfare of all1ts employees and has established an Occupaticnal
Health & Safety Management System that complies with OHSAS
18001 2007 The Group also has procedures tn place to comply
with all legal and contractuat obbgations relevant to the Group's
activities

Quality

The Greup 13150 9001 2000 accredited As one of the UK's
leading specialist recruitment agencies, the Group 1s dedicated to
quabity and professionalism in the pursuit of achieving customer
satisfaction and commercial goals

In order to ensure that these Key Objectives are achieved the
Company has, 1n compbance with 150 9001 2000 1mplemented
a Quality Management System suitable to the needs, size and
complexity of the operation Commitment to, and compliance
with, this Quality Management System 1s mandatory for all Group
employees

This quality policy, and the resultant management systems

and Objectves are under constant review to ensure continual
improvemenits in systems and performances Altinterested parties
are encouraged to participate 1n this process

Bustness Continnty

The Group 15 B525999 accredited The Group has a robust business
continuity strategy and has builta highly resibent infrastructure The
Group has a further Disaster Recovery facibity where our staff would
relocate to 1n the event of a major disaster

Statement of Directors’ Responsibilities in Respect of
the Annual Report and the Financal Statements

The Duectors are responsible for preparing the Annual Report and
the financial statements 1n accordance with applicable laws and
regulations

Company law requires the Directors to prepare Group and Parent
Company financial statements for each financial year As required
by the AIM Rules of the London Stock Exchange they are required to
prepare the Group financial statements 1n accordance with IFRSs as
adopted by the EU and applicable law and have elected tc prepare
the Parent Company financial statements on the same basis

Under company law the Directors must not approve the financial
statements unless they are satsfied that they give a true and farr
view of the state of affairs of the Group and Parent Company and of
their profit or loss for that period In preparing each of the Group and
Parent Company financial statements, the Directors are required to

> select suitable accounting policies and then apply them
consistently,

> make jJudgements and estimates that are reasonable and prudent,

> state whether they have been prepared in accordance with IFRSs
as adopted by the EU, and

> prepare the financal statements on the going concern basis
unless 1t 15 inappropriate to presume that the Group and the
Parent Company will continue 1a business

The Directors are responsible for keeping adequate accounting
records that are sufficient to show and explain the Parent Company s
transactions and disclose with reasonable accuracy at any time

the financial position of the Parent Company and enable them to
ensure that 1ts finangial statements comply with the Compames Act
2006 They have general responsibility for taking such steps as are
reasonably open to them to safeguard the assets of the Group and to
prevent and detect fraud and other uregulanties

The Directors are responsible for the maintenance and integrity of
the carparate and financialinfarmation included on the Company's
website Legislation in the UK goverming the preparation and
dissemination of financial statements may differ from legislation in
other junsdictions

Disclosure of Audit Information

The Directors confirm that, as atihe date this report was approved
so far as each Director 1s aware there 1s no relevant audit information
of which the Company’s auditor 1s unaware and that he has taken all
the steps that he ought 1o have taken as a Director 1n order 1o make
himself aware of any relevant audit information and to establish that
the Company's auditor 15 aware of that information




Going Concern

The Directors have reviewed forecasis and budgets for the

coming year, which have been drawn up with appropnate regard

for the current macroeconomic environment and the particular
cucumstancesin which the Group operates These were prepared
with reference to isteric and current industry knowledge taking
the future strategy of the Group 1nto account As aresult at the time
of approving the financial statements, the Directors consider that
the Company and the Group have sufficient resources to continue
in operational existence for the foreseeable future, and accordingly
thatit1s appropnate to adopt the going concern basis in the
preparation of the finanoial statements

As with all business forecasts, the Directors’ statement cannot
guarantee that the gong concern basis will remain appropriate given
the inherent uncertainty about future events

Auditors

The Company’s independent external auditor, KPMG Audit Plc who
was appointed 1n March 2011, has expressed its willingness to
continue 1n office and resolutions for their reappointment and to
authonise the Directors to determine their remuneration will be
proposed at the forthcoming AGM

Registered Office

1450 Parkway Solent Business Park, Whiteley, Fareham,
Hampshire, PO15 7AF

Registered number 04426322

Approved by the Board and signed onts behatf by

e
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Tony Dyer
Chief Financial Officer
5 QOctober 2011
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Cautionary Statement

Under the Companies Acts 2006, acompany’s Directors’ Report

15 required, among other matters te contain a fair review by

the Directors of the Group's business, through a balanced and
comprehensive analysis of the development and perfoermance of
the business of the Group and the position of the Group at the
year end, consistent with the size and complexity of the business
The Dwectors’ Repert set out above, including the Chairman's
Statement, the Chief Executive’s Statement and the Financial
Review incorporated into 1t by reference (together with the
Directors’ Report) has been prepared anly for the shareholders of
the Company as a whole, and 1ts sole purpose and use 15 to assist
shareholders to exercise their governance nghts In parucular, the
Directors’ Report has not been audited or otherwise Independently
venfied The Company and 1ts Directors and employees are not
respansible for any ather purpose or use or to any other personn
relation to the Directors Report

The Directors’ Report contains indications of Likely future
developments and other forward-looking statements that are
subject to risk factors associated with, among other things, the
economic and business aircumstances occurring from time to

time 1n the countries, sectors and business segments 1n which

the Group operates These factorsinclude, but are not limited to,
those discussed under Principal Risks and Uncertainties These

and other factors could adversely affect the Group's results,
strategy and prospects Forward-looking statements invelve risks,
uncertainties and assumptions They relate to events and/or depend
on circumstances 1n the future which could cause actual results and
cutcomes to differ matenally fromthose currently anticipated No
obligation 1s assumed to update any forward-looking statements,
whether as a result of new iInformation, future events or otherwise

Corporate Governance




32

Matchiech Group plc

Annual Report 2011

Principal Risks and
Uncertainties

The Group has a number of potential nisks and uncertainttes which could have a matenal impact on 1ts long-term performance

To enable 1t to detiver value to all stakehotders, the Board endeavours to mitigate these risks where possible In order to achieve 1ts business
abjectives the Group mustrespond effectively to the associated rsks The Group has established risk management procedures invelving
theidentification and monstoring of strategic and operational nsks at various levels of management The nsk register 1s monitored by

the Legal and Compliance team, who undertake regular reviews with members of the Board The Board regularly reviews matenal nsks
identified and risk management1s embedded in the annual budgeting and strategic planming processes Atits monthly meeting the Board
identifies, monitors and reviews what it considers to be the Group's major current strategic nisks It 15 not however, possible to fully mitigate
all nisks that the Group encounters naddition to market risk, credit nsk and hquidity risk, which are covered under Group financial nsk
management in the Chief Financial Officers Report on page 24, the principal key nsks for the Group have been assessed as fallows

Risk Area & Potential Impact
Market

The econormic cycle The tevel of
recruitment activity 1s largely linked

to the general perfermance of the
economy A cychcal downturn can lead to
uncertainty 1 businesses which affects
their confidence n the recruitment of
permanent staff

UK Public Sector expenditure Currently
less than 50% of the Group s NFI1s
ultimately denved from UK Public Sector
funding Changes to public expenditure
levels could have animpact on
recruitment demand

Dependence on key chents Too great an
exposure to one or a few clients can lead
to an over rebance on thase chients In
the event that any major chent ceases

to procure services from the Group or
such a chent does net pay for services
provided by the Group 1n a timety
manner this may have a matenal adverse
effect on the Group s cash flow and
prospects

Cempetition The recruitment market 15
highly fragmented and competition 1s
ntense

investment 1n new sectors and
geographical markets Failure to expand
nto new markets could resultna
business growing within a specific sector
and eventually reacking a saturation
point

Shortage of skilled candidates Ina
candidate shortage marketplace there s
ncreased competition and whilst easing
during the economic slowdown there are
still shertages of highly skilled engineers
N many sectors

Group Strategy

The Group focuses on
maintaimng a strong bias
towards being a contractor
led recriitment business

The Group continually
reviews its directand
indirect exposure to the
Pubkic Sector seeking to
ensure a balanced and
varned portfolio of Public
Sector business

The Group strves to
maintain a broad spread of
blue chip and Public Sector
chients

The Board works under the
ethos that whitstremaiming
competitive the business
must retain its integrity
work in a professional
manner and be as complhiant
as possible

The Group continually seeks
to expand the remit of its
services to ensure that
whilst it aims for sigmficant
market penetration in each
market, the overall market 1t
supplies 1s expanding

The Group focuses heavily
on candwdate attraction to
ensure we have the best
candidates available to our
clients 1n 3 timely manner

Mitigation

VVVVVY

Around 70% of the Group s Net Fee Income {NFI)1s recurnng contract business
across a broad range of sectors

The Group s client base largely consists of businesses working on long-term
projects

The techmcal sector because of 1ts project-based nature demands a flexible
warkforce which drives demand for contract labour

The Group s Public Sector funded NFI1s denved from many parts of the Public
Sector with few large concentrations of contractors working on single projects
Appraxamately three-quarters of the Group s Public Sector funded NFlis
generated with outsourced providers working on long-term contracts

The majority of the Group s Public Sector funded NFl1s derived from large and
ongeng infrastructure projects

The Group has over 1 200 fee paying clents
The Group 1s not over reliant on one client
Top chient 11% of Group NFI

Top 5 chents 27% of Group NFI

Top 10 clients 34% of Croup NFI

Top 50 clients 54% of Group NFI

The Board and Executive regularly meetto discuss and agree strategy to
mimmise this risk

The Group has improved its Bids and Tenders capability to ensure thatit
maximises opportunties within the marketplace

The Group undertakes a regular client review framework seeking to ensureat
mimmisesthe risk of losing clients to competitors

The Group has expanded 1ts technical target market by opening an operation
in Germany one of the largest technikal economies and is looking into other
potential geographical locations

The Group has launched two brands inthe Professional Services and Education
markets

The Group ensures that it does not lose ts niche focus so each team has
speciabist Consultants working 1n dedicated fields in specific sectors who can
be considered market experts

The Group employs 2 Resource team who reviews the internet Job boards for
the most up-to-date candwdates

Search Engine Optimisation seeks to ensure that Group s websites 15 one of the
primary results returned from internet searches for Jobs 1n our sectors driving
candidates directly to our database

All candidates are stored on our IT systems meamng our Consultants are only
using one search tool thereby improving the chance of us delivening the nght
candidate to the chient first
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Risk Area & Potential Impact Group Strategy Mitigation

Financial and Compliance

Financing A failure to secure adequate
financing, whether to fund expansion to

The Group actively seeks to ensures >
it operates well within its funding

We maintain a strong balance sheet with low geanng Netdebt as at 31
July 2011 was £16 Om Banking facilities have been increased to £35m

finance the slowing of payment termsor ~ facilihes > We have long standing banking relationships and regular discussions
finance a bad debt would have a matenal to ensure we have the banks backing to fund strategic plans

effect on results The level of contract > We have procedures to check the creditworthiness of new clients with
margins net fee Income conversion external agencies and regularly reviewed credit imits in place
coniract vs permanent balance and the >  We work te develop close long term relationships with our chents
speed of growth all affect the Groups > We review our contract margins to ensure new business will a1d cash

abihity to generate cash

Adequacy of nsurance coverage A failure

to hold sufficient insurance coverage

could result i the Group having to fund

umnsured losses

Integnty of financial controls A failure

to maintain sufficent financial controls

may lead to reputational damage
financizl Loss or incorrect financiat

information used 1o manage the business

Compliance and regulatory obligations

Nawigating the business through
the large number of comphiance and
regutatory changes has become more

complicated Non-compliance places nisk

upon chents and the Group

Strategic and Operational

Loss of key management and staff Failure

to attract and retain key staff could

lead to a lack of necessary expertise or

continuity to execute strategy

Technology systems including
data secunty There 1s a nsk that IT
systems become out-of-date, external

The Group aims to hold prudent levels
of insurance coverage to mimmise
nsks 10 stakeholders

The Group seeks to ensure that 1t has
good financial controls at all imes

The Group employs 1ts own in-house
compliance team who constantly
reviews new regulations and
momtors our internal processes and
procedures to minimise the chance of
non-conformance and the risk to all
stakeholders

The Group has a strong record of
developing and retaiming key staff
whilst seeking to add additional
external talent

The Group regularly reviews its
software requirements undertaking
benchmarking reviews of external

>

v

generation

The Group maintains prudent levels of insurance cover from a range
of insurers

The Group s Legal and Compliance team regularly reviews our
nsuzance levels as well asdentifying new areas of uninsured nsk
The Group reviews areas where it1s not possible to obtain or where
we have elected not to obtainnsurance and considers alternative
ways of reducing our nisk to an acceptable level

The Group had a specific engineenng design services contract that
ceased on 31 October 2008 where 1t supplied for the construction
of arcraft tailplanes and under which the Group tock more
responsibility for the performance and cutput of the services than
otherwise may be the case The contract required the Group to hold
aviation insurance babibity the cost of which has been accruedinto
the income statement The Group does not intend to enter into any
further contract of this nature

The Group maintains a financial control framework which1s reviewed
and audited annualty

The controls include the Board review of the Group s performance
each month

An external audit)s performed on the Financial Statements

The Group works closely with 1tsin-house compliance team, its
financ:al and legal advisors and recruitment governing bodies

the Recruitment and Employment Confederation {REC) and the
Assocation of Professional Staffing Compames (APSCo) to ensure
that the business 1s up-to-date cn these 1ssues and that the
appropriate systems ang processes are 1n place

The Group gives 1ts staff a clear structured career path withan Group
businesses whilst maintaining flesability by atlowsng talent to be
utilised across the Group

By maintaining our mche focus we develop our business through
empowering our tatented staff to specialise and grow their own parts
of the business

The Group maintains short hines of communication to senior managers
and Group Directors

The Group holds to1ts core values of Teamwork Integnty Innovation
Enthusiasm and Fun creating a wibrant and cohesive working
environment

The Group has structured Bonus & Commission Schemes in place to
incentivise reward and retain key staff

The Group operates a Long TermIncentive Plan for many staff in

the arganisation

The Group employs its own team of in-house developers to ensure
1ts in-house recruitment software 15 focused on streambining the
recruitment process and providing high levels of service delivery

software suppliers become inflexible comparator software > Reliance on external software and 1ts providers 1s mimmised down to
or that the business 1s over reliant on specialist software only
external systems and databases > Datasecuntyistaken very serously We have in place procedures on

Loss of business continuity Operating

from one site can lead to a risk from loss

of business continuity

The Group regularly reviews its
business continuity and has a
dedicated Business Continuity
Manager

how to handle clients candidates and staff data including the use of
secure networks Appropriate building security 15 1n place to protect
confidentizl data, and off-site storage of client data and use of cyber
pretection of both hardware and software applications have been
implemented Inaddition training our staff so that they understand
their responsibilities 15 animportant mitigating measure

The Group s business continuity strategy includes a highly ressieny
nfrastructure within the Group sthree-building major site in
Fareham Hampshire

The Group has also contracted a further Disaster Recovery facibity
where our staff would relocate to in the event of a major disaster
These processes have been tested and audited and the Group has
achieved accreditation to BS25999 Business Continuity Standard

Corporate Governance
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Corporate
Governance Report

Letter from the Chairman

| am pleased to present the Board s Annual Report on Corporate
Governance

In wnting this letter directly to all our shareholders, | would like to
state my personal commitment and that of the whole Board to the
continued maintenance of good governance - meamngful, relevant
and focused on our business

Whilst the speaific practices and procedures have necessarily
changed aver the years - especially since the Company was
admitted to AIM1n 2006 — | believe that Matchtech has followed the
same principles of governance since | founded the business almost
30 years ago

We treat all our stakeholders — candidates, contractors, clients, staff
and shareholders — as we ourselves wish to be treated honestty

and openly We are open when things go well - as we believe they
usually do -~ and particularly when they go wrong, seeking to resolve
them promptly

Naturally, we have continued to disctose the usual information
in the Annual Report and on the Matchtech Group plc website
www matchtechgroupplc com

However | want to mention the topics on which the Board has
particularly focused this year

Performance

The lower than expected contribution from Professional Services,
and to a tesser extent from Germany, caused the Group's profits
o be some 25% below the Board's expectations at the start of
theyear

The Board's response to this performance challenge was to meet
maore regularly with the managers involved to share understanding
developing 16eas and implement collective actions

Encouragingly the Group's performance 1n the second hatf of 2011
returned to similar levels as seen tn each half of 2010

The Board remains canfident in the future returns from the
Professional Services and Germaninvestments and the medium-
term prospects of the Group and 15 fully commutted to its strategy
of sector and geographic diversificatien, which will complement
continued growth in Matchtech UK

Business Conduct

The Board believes in conducting the Group's affairs in a fair and
transparent manner and n maintaimng the highest ethical standards
nits business dealings The Group’s business conduct policy sets
out the standards of behaviour we expect from our staff 1n our
dealings with clients, suppliers colleagues and other parties In the
context of the Bribery Act, the pohicy was reviewed and refreshed
during the year

Succession Planning

Since admission to AIM now some 5 years ago the Board's
membership has remained unchanged | believe we have a well-
matched team by experience and temperament

However, we all thought that a new Board member would provide
new challenge and context As we announced on 4 August 2011,
Richard Bradford has Joined the Board as an independent Non-
Executive Director Prior to joiming, Richard had attended several
Board meetings We are all confident that Richard will help us
further strengthen our team

From our experiences as a team we all recognise the importance of
diversity We will be giving this a high importance 1n the next stage
of our succession planning

Best Practice

The Board discussed the Quoted Companies Alliance's {QCA)
Corporate Governance Guidetines for Smaller Quoted Compamies, a
new edition of which was published in Septembers 2010

A speoific activity ansing from the review was the introduction of a
performance review for each Dwrector which I will undertake each
year Further,in 2012 the Deputy Chairman will undertake a similar
review with me

The UK Corporate Governance Code (the UK Code) has applied to
Fully Listed companies since 1 April 2011 We have voluntarily
agreed that all Directors of the Company will be subject to annual
re-election with effect from the Annual General Meeting (AGM] to be
held on 18 November 2011

George Materna
Charman
5 October 2011




The maintenance of effective
corporate governance 1s a key priority
for the Board

Whilst the Company 15 not subject to
the UK Corporate Governance Code
(the Code) applicable to companies
listed on the Official List, the Directors
recognise the importance of sound
corporate governance.

The Company seeks to comply with the
Corporate Governance Guidelines for
Smaller Quoted Compames as published
by the Quoted Companies Alliance, as
far as applicable

In this regard, since the previous year-
end, a new version of the Guide was
published in September 2010 by the
Quoted Companies Alliance In the first
half of the current financial year, the
Board reviewed the new Guide and
considered any implications for the
Company

A specific activity arsing from the
review was the introduction of a
performance review for each Director
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Board's Management Objectives

Entrepreneunal Management

There 15 a vision of what the Company 1s trying to achieve, over what
penod and an understanding of what 1s required to achieve this
ambition A dialogue exists between shareholders and the Board,
with the aim that the Board understands shareholders’ objectives
and the shareholders understand the Company’s constraints

Efficient Management

The mechanisms by which important decisions are taken are
transparent It1s clear where the responsibility bes for the
management of the Company and for the achievement of key tasks
Procedures are 1n place to protect sigmficant tangible and intangible
assets and these are regularly reviewed and updated

Effective Management

The Board has the appropriate skills avaitable to it in order to make
the key decisions expected of 1t The composition of the Board and
the skills mix are regularly reviewed

The Board 15 provided with appropnate information on which to
constructively challenge recommendations made to 1t before
makingits decisons including regular management and financial
information The collective respansibility of the Board requires all
Directors to be invelved 1n the process of arnving at significant
decisions and there1s a formal schedule of matters reserved for
their decision The formal schedule of matters reserved for the
Board includes strategy, the approval of financial statements and
shareholder circulars, treasury policy, major capital investments risk
management strategy and acquisitions and disposals

Ethical Management
Behaving ethically, both in the Company s decisions and through the
actions of our employees, 15 a must for the Group

Our continued success depends on earning and keeping the trust of
and on preserving our reputation in the eyes of those we deal with
—ncluding chients contractors, employees, business partners and
the broader community

The Board including Performance Evaluation

The Board 15 responsible for the Group s overal! direction and
management, and for the establishment and maintenance of a
framework of delegated authonties and controls which ensure the
efficient and effective management of the Group’s operations

Te ensure that vested interests should not be able to act in a manner
contrary to the common good of all shareholders at the date of

this report the Board has 3 Independent Non-Executive Directors
The Board considers the independence of the Independent Non-
Executive Directors annually against the criteqa set out in the Code
with each being determined as independent of management having
no business or other relationship that could interfere matenalty with
the exercise of their judgement

Directors are required to notify the Company Secretary of any
potential conflicts of interest when they are appointed to the Board
and, following appointment, as new potential conflicts arise These
notificatigns are then considered and authonsed by the Board as
approprate

Corporate Governance
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The Board has a regular schedule of meetings together with further
meetings when required In addition, Directors meet as members
of relevant Committees There is a formal schedule of matters
reserved specifically to the Board for decision, delegating specific
respensibilities to Commttees

The Chairrman and the Non-Executive Directors meet without the
Executive Directors present at least once a year The Chairman had no
other significant commitments 1n the two years ended 31 July 2011

All Directors have access te the advice and services of Tony Dyer
the Chref Financiat Officer and Neil Ayton, the Company Secretary,
who are responsible for ensuring that Board procedures and
apphcable rules and regulaticns are observed There1s an agreed
procedure for Directors to obtain independent professional advice,
paid for by the Group

In ine with the requirements of the UK Corporate Governance Code,
which has appbed to the fully listed companes since 1 April 2011
and which the Company has voluntanty chosen to comply with, all
other Directors will retire at the AGM and, being ehgible, will offer

themselves for re-election In addition, atl those appointed dunng the

year will stand for re-election at the next Annual General Meeting

The Board 1s committed to ensunng its effectiveness Itrecognises
the benefit of perfarmance evaluation of the Board Directors and
Board Committees and exercised this during the year

Two years ago the Board undertook individual Board member
leadership profile assessments, and a Board culture survey that

1nvolved the whole Group management team The recommendations

ansing from this process were considered by the Board and
appropnate actions identified and implemented

During this year the Chairman undertook performance assessments
with each Director These will be undertaken each year Inthe
coming year the Deputy Chairman will undertake a performance
assessment of the Chairman

The Board 1s satisfied with the current balance between Executive
and Non-Executive Directors which atlows 1t to exercise objectivity

1 decision making and proper controt of the Group's business
The Board does recogmse thatincreasing the number of Non-
Executive Directors may strengthen the Board and regularly
reviews opportunities for this The Board 1s also satishied with the
performance of each individual Board member and the Board as
awhole Where there are areas for improvement the Board has
agreed objectives and action plans in place and will continually
review progress on these

Committees of the Board

The Board has three estabbished Committees for Audit,
Nominations and Remuneration The Committees have terms
of reference which are reviewed at least bi-annually by the
Board and revised as deemednecessary and appropriate The
Latest review was in 2009 Coples of the Terms of Reference are
available on request from the Company Secretary

Following formal decision making the Board may on occasion,
delegate authonty to a Standing Committee consisting of any 2
Directors to facilitate final sign off for an agreed course of action
within strict parameters

Audit Committee
The responsibilities and operation of the Audit Committee are
described 1n the Audit Committee’s Report an pages 39 t0 40

Nominations Committee

The Nominations Committee 1s headed up by George Materna,
who 15 the Committee s Charman, with independent Non-
Executive Directors Ric Piper and Stephen Burke as the other
members

Key Responsibiaties

> Reviewing the structure, size and composition of the Board
and making recommendations to the Board with regard to any
changes required

> Succession plannming for Directors and ether Semor Executives

> Identifying and normnating, for Board approval, candidates to
fill Board and Semor Executive vacancies as and when they
anse

> Reviewing annually the time commitment required of Nen-
Executive Directors

> Making recommendations to the Board with regard to
membership of the Audit and Remuneration Committees 1n
consultation with the Chairman of each Committee

The Nominations Commttee has full power and authonity to carry
out a formal selection process of candidates, before proposing
new appointments to the Board

The Company has adopted a policy for Directors’ and key
employees’ share dealings which i1s appropriate for an AlM-
quoted company The Directors comply with Rule 21 of the AIM
rules relating to Directors’ dealings and 1n addition take all
reasonable steps to ensure compliance by the Groups
applicable employees
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Remuneration Nominations
Board Audit Committee Committee Committee AGM
Attendance Max Actual Max Actuat Max Actual Max Actual Max Actyal
George Materna 12 12 - - - - 1 1 1 1
Adrnian Gunn 12 12 - - - - - - 1 1
Tony Dyer 12 12 - - - - - - 1 1
Ric Piper 12 11 6 6 5 5 1 1 1 1
Stephen Burke 12 10 6 4 5 2 1 1 1 1
Andy Whte 12 12 - - - - - - 1 1
Remuneration Committee Internal Control

The Remuneration Committee comprises of Stephen Burke,
who 15 the Committee’s Chairman and Ric Piper whao are both
independent Non-Executive Directors

Key Responsibilities

> Determining and agreeing with the Board the remuneration
palicy for the Chief Executive Officer, Cimef Financial Officer,
Chairman and Sentor Executives

> Approving the design of, and determiming targets for, an
annual performance-related pay scheme for the Executive
Directors and Senor Executives

> Reviewing the design of share incentive plans for approval
by the Board and shareholders, and determiming the annual
award policy to Executive Directors and Semor Executives
under existing plans

> Within the terms of the agreed policy determiming the
remainder of the remuneration packages (principally
comprising salary and pension) for each Executive Director
and Semor Executive

> Reviewing and noting the remuneration trends across the
Group

Non-Executive Directors

The Non-Executive Directors have letters of appointment stating
ther annual fee, thewr re-election at forthcormng AGMs and that
ther appointment is subject to satisfactory performance Their
appointment may be terminated within a maximum of s1x months’
written notice at any time

Copies of the letters of appointment will be available for
nspection prior to and during the AGM, and are also available
forinspection at the Company’s registered office duning normal
business hours The remuneration of the Chairman and the Non-
Executive Directors 1s determined by the Board within the limits
set out1n the Articles of Association, including reviewing the
level of fees paid by comparator companies

The Chairman and the Non-Executive Directors de not participate
In any meeting at which discussions in respect of matters relating
to thewr own position take place There1s currently no Semor
Independent Director aithough there 1s a Deputy Chairman The
Board will review annually the need for a Semior Independent
Director

The Board 15 responsible for reviewing and approving the

Group s governance framework and ensuringits adequacy and
effectiveness Internal controls which include financial operational
and compliance and nsk management systems, are central to this
framework

> The system of internal financial and operational controls 15
designed to meet the Group's particular needs and aims, to
faciliate effective and efficient operations to safeguard the
Group s assets, ensure proper accounting records are maintained,
and ensure that the financial information ysed within the
business and for publication 1s reliable

> Sucha system ofinternal control can only be designed to
manage, rather than ebminate risk of fallure to achieve business
objectives and provide reasonable but not absolute, assurance
against material misstatement and loss

> The Board confirms that there 1s a continuing process for
wdentifying evaluating and managing the nsks faced by the
Group, with further improvements planned for the current
financial year The Audit Committee and the Board review, at least
annually, whether an internal audit function 1s required Some
trtial internal audit work will be undertaken n the 2012 financial
year

> Aseparate report on principal nsks and uncertainties 1s in the
Principal Risks and Uncertainties section

Key features of the Group's internal control are as follows
> Group Culture

The Board s statements and actions emphasise a culture of
openness ntegnty competence, farness and responsibiity

> Group Crgamsation and Performance

The Board focuses manly on strategic 1ssues senior management
and financial performance The Group Executive concentrates on
operational performance, operational decision making and the
formulation of strategic proposals to the Board

Corporate Governance
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The Board determines how the Chief Executive Officer operates
withn a framework of delegated authonties and reserved powers
which seek to ensure that certain transactions, significant in terms of
their size or type, are undertaken only after Board review

Risk Management Policy
The Company has an overall Risk Management Policy 1n place, which
has been commumcated to all staff and 15 continually accessible

Corporate Policies

The Board has introduced a range of policies for the Company to
comply with which it constantly monitors including policies onthe
Bribery Act Corporate Social Responsibility Equal Opportunities,
Disablity, Dwversity Health and Safety, Gifts and Entertainment and
the Environment

Professional Practices

The Group s a Corporate Member of the Recruitment and
Employment Confederation (REC) The Group encourages all
recruitment consultants to become members and actively promotes
the REC training programme, ta ensure that all staff are working to
the appropnate guidebnes

The Group endeavours to fully comply with the REC Code of Ethics
The Employment Agencies Act and Conduct Regulations 2003 and
the REC Code of Professional Practice The Group has achieved REC
Audited status, which means systems and processes comply with
current legislation

Financial Reporting

The Board approves a business plan and annual budgets for
individual business units and the Group The financial performance
of indvidual business unitss reported regularly We report to our
shareholders on a half-yearly basis Forecasts for the Group are
updated and reviewed by the Board regularly

Independent External Audit
Information 1s provided in the Audit Committee’s Report on pages 39
0 40

Relations wath Shareholders
The Board regards effective communication with shareholders as
cruciat

Relations with shareholders are managed principally by the Chief
Executive Officer and Chief Financial Officer Meetings are held
regularly throughout the year with institutional investors, fund
managers and analysts

The Charman Deputy Chawman and other Non-Executive Directors
make themselves available for meetings with major shareholders
This provides shareholders with the opportunity to take up with
these individuals any 1ssue they feel unable to raise with the Chief
Executive Officer or Chef Finanoial Officer

The Company s shareholders are invited to attend the AGM at which
all Directors are present

The Non-Executive Directors are also kept informed of the views
of shareholders, with the Executive Directors providing updates an
nvestor meetings

The Group's broker provides briefings to the Board on shareholder
opimens and compiles independent feedback from investor
meetngs

The Group’s website contains information en current business
activities, including the annual and half-year resutts presentations
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Ths report describes the membership and ocperation of the Audit
Committee

Membership

During 2011 the membership of the Committee was
Ric Piper {Chairman since 2006)

Stephen Burke {(Member since 2006)

Ric Piper qualified as a Chartered Accountant in 1977 and1s a
current member of the Financial Reporting Review Panel (FRRP)
The Board considers he has recentand relevant financial experience

The Committee met 5 times dunng the year plus once as part of the
decision to appoint new independent auditors, as explained below
The external auditor attended all 5 of the standard meetings, the
Commttee met privately with the independent auditor on each
accasion

Operation of the Committee

The Committee s terms of reference were reviewed and updated 1n
2009 to conform to current best pract:ce Since the year end, they
were reviewed again in September 2011 and no sigmficant changes
were deemed necessary They are available on the Group's website
(www matchtechgroupplc com), as well as 1n hard copy format from
the Company Secretary

The man activities of the Committee during the year were as
fotlows

> Financal statements The Committee reviewed the intenm
and full year financial statements Presentations were made
by management and the auditor about the key technical and
Judgemental matters relevant to the financial statements The
Committee was satisfied that it was appropriate for the Board to
approve the financial statements

> Internal financial contrel systems The Committee reviewed
the recommendations made by the independent auditor and
management’s responses and actions The Committee was
satisfied that 1t was appropnate for the Board to make the
statements regarding internal controls included 1n the Corporate
Governance Report

> Internal audit The Audit Committee and the Chief Financial
Officer proposed to the Board that some 1nternal audit activities
commence in the 2012 financial year The Board accepted the
proposal The Committee will review and approve the annual
internal audit werk programme and review all internat audit
reports prepared in the year

The Chairman of the Commttee reported 1o the Board on
the Committee s activities after each meeting, identifying
relevant matters requinng commumication to the Board and
recommendations on the steps to be taken

Independent Auditor

The appointment of the independent external audttor 15 approved
by shareholders annually The independent auditor's audit of the
finanoial statements 1s conducted in accordance with International
Standards on Auditing, ISA (UK & Ireland) 1ssued by the Audiing
Practices Board

There are no contractual obligations that act to restrict the
Commttee’s choice of external auditor

With Grant Thornton UK LLP (‘Grant Thornton'} having been the
Group’s Independent auditor since the year to 31 July 2006, the

Corporate Governance
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Board {on the recommendation of the Audit Commuttee) decided
that 1t was appropriate to put the Group's audit out to competitive
tender In March 2011 the Audit Commuttee proposed and the Board
approved the appointment of KPMG Audit Plc as the Company’s
registered independent public accounting firm commencing with
audit work for the year ending 31 July 2011

The change 1n auditors was not the result of disagreements with
Grant Thornton on any matter of accounting pnnciples or practices
finanaial statement disclosure or auditing scope or pracedure Grant
Thernton's report on the Company's financiat statements for the
fiscal years ended 31 July 2009 and 2010 contained no adverse
opimon or disclaimer of apimon norwas 1t quabified or modified as
to uncertainty, audit scope or accounting principles

The Audrit Committee would like to express their appreciation
to Grant Thornton for their service throughout their years as the
Group s independent auditor

The independent auditor provides the following services

> Areportto the Audit Committee giving an overview of the results
significant contracts and judgements and observations on the
control environment

> Anopimon on the truth and fairness of the Group and Company
accounts

> Aninternal control report, following 1ts audit highlighting to
management any areas of weakness or concern

The Audit Commttee momitars the cost-effectiveness of audit and
non-audit work performed by the independent auditor and also
considers the potential impact 1f any of this work on independence
Approval s reguired pnior to the iIndependent auditor commencing
any matenal non-audit work 1n accordance with a Group policy
approved by the Committee Certain work, such as providing
bookkeeping services, 1s prohibited

The Audit Committee also regulates the appointment of former
employees of the independent auditor to positions 1n the Group

The Audit Committee regularly reviews all fees for nen-audit work
paid to the independent auditor Details of these fees can be found
in Nate 3 to the Financial Statements

The independent external auditor also operates procedures
designed to safeguard ther objectivity and iIndependence

These include the penodic rotation of audit partner, use of
independent concurring partners, use of a techmcal review panel
{(where appropnate} and annual independence confirmations by
all staff

The independent external auditor reports to the Committee on
matters including independence and non-audit work on an
annual basis

Approval
This report was approved by the Commttee on behalf of the Board
on the date shown betow and signed on 1ts behalf by

Ric Piper
Chairman of the Audit Committee
5 October 2011
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Directors’
Remuneration Report

The Group has a Remuneration
Committee which is responsible, on
behalf of the Board, for developing
remuneration policy

As Matchtech Group plc1s an AIM-
listed company rather than a fully listed
company, 1t 15 not required to disclose
all the information in the Remuneration
Committee Report, but the Board

has chosen to do so as a voluntary
disclosure. As such, the Auditor 1s not
required to and has not, except where
indicated, audited the information
included 1n the Remuneration
Committee Report The audited
information meets the requirements

of the changes to the AIM Rule 19,
effective February 2010

The Company's statement on
remuneration policy 1s set out together
with details of the remuneration of
each Director
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Scope and Membership of Remuneration Committee

The Remuneration Committee, comprising only independent
Non-Executive Directors, meets not less than twice a year The
Chairman attends the meetings as required, except when his own
remuneration 15 under consideration

The purpose of the Remuneration Committee 1s to review on behalf
of the Board, the remuneration policy for the Chairman, Executive
Dhrectors and other semor management, and to determine the level
of remuneration, incentives and ather benefits, compensation
payments and the terms of employment of the Executive plc
Directors and other Semor Executives It seeks to provide a
remuneration package that aligns the interests of Executive pic
Directors with that of the sharehalders

Itreceves advice from independent remuneration consultants and
makes compansons with similar organisations in 2011 advice was
recerved from Delottte LLP and PriceWaterhouseCoopers LLP

The Committee has continued to review the remuneration of the
Executive Directors with regard to the need to maintain a balance
between the constituent elements of satary incentives and other
benefits During the year, the Committee instructed Deloitte LLP
to undertake an independent benchmarking review of Board
remuneration which reported thatthe salanes and benefits were
commensurate with market compansonis

No Directors other than the members of the Remuneration
Committee, provided material advice to the Committee on Directors’
remuneration

Remuneration Policy

The objectives of the Group s remuneration policy are to attract
retain and incentivise management with the appropriate
professional, managerial and technological expertise to realise the
Group s business objectives, and abgn their interests with those of
shareholders The Group strives to ink payment to performance and
thereby create a performance culture

It 1s the Group's policy that all Executive plc Directars service
contracts contain a 6 menth notice period

The Non-Executive Directors have letters of appointment stating
their annual fee and that their appeintment 1s subject to satisfactory
performance and their re-election at ferthcoming Annual General
Meetings (AGMs) Their appointment may be terrmnated within a
maximum of & months’ written notice at any time

The remuneration of the Non-Executive Directors 1s determined by
the Board The Non-Executive Directors do not participate in any of
the bonus or share optign schemes

The remuneration agreed by the Committee for the Executive
Drectors contains the following elements base salary and benefits
profit bonus annual profit growth bonus share options conditonal
upon performance, share incentive plan and pension benefits

The following sections provide anoutline of the Group's
remuneration policy during the year

Matchtech Group plc

Corporate Governance
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Base Salary and Benefits

The Committee establishes salaries and benefits by reference to
those prevailing in the employment market generatly for Executive
Directors of compames of comparable status and market value
taking into account the range of iIncentives descnbed elsewhere

n this report, ncluding a performance based commission and
performance bonus Reviews of such base salary and benefits are
conducted annually by the Committee

Profit Bonus

The performance based commission for the Executive Directors 1s
based upon a fixed percentage of pre-tax profits generated by the
Group in the year

Chief Chief

Executive Finanoial

Director Offrcer Qfficer
Profit Bonus Percentage 0 50% 0 40%

Annual Profit Growth Bonus

The annual growth-based benus 1s based upon the Group's pre-tax
profit performance in the year, compared with the baseline pre-tax
profit from the previous year This bonus 15 paid at the end of the year

The following bonus rates are paid on the increase 1n profits for the
year The Remuneration Committee may vary the rates duning the
year to take account of any acquisitions or disposals duning the year

Chief Chief

Executive Financial

Directer Officer Officer
0%-5% 100% 0 80%
5%-10% 2 00% 160%
10%-15% 300% 2 40%
15%-20% 4 00% 3 20%
20%-25% 5 00% 4 00%
25%-30% 6 00% 4, 80%
30%-35% 700% 5 60%
35%+ 8 00% 6 40%

The baseline profit for this year was £8 6m

Pension
The Group contributes 10% of Executive Directors Adnan Gunn's
and Tony Dyer’s basic salaries into a Group Persenal Pension Plan

Share Options Conditional Upon Performance

During the year the Group operated a Long Term Incentive Plan (LTIP)
and a Deferred Share Bonus Plan (DSBP) for Executive Directors and
key staff

Long Term Incentive Plan (LTIP)

The Executive plc Directors receve an annual grant of zero-priced
share options The grant for the year, made on 4 February 2011,
(2011 LTIP) was over 25 000 shares for the Chief Executive Officer
and 16 000 shares for the Chief Financial Officer

This award will be capable of release subject to the Director
remaiming employed until the expiry of the holding penod date set
out, and the satisfaction of the following performance targets

Earmings Per Share Growth

The number of shares which shall be capable of release at the end of
the holding penad shall be n accordance with the following table,
subject to the Total Shareholder Return Underpin being satisfired

% Maximum
Earmings Per Share in year ending 31 July 2013 Number of Shares
Below 37 46 pence per share 0%
37 46 pence pershare 25%

37 46— 48 31 pence per share straight hine vesting
between 25%
and 100%

48 31 pence pershare 100%

Total Sharehalder Return {TSR)

The TSR Underpin will be satisfied should the return on a Group s
share over the period from the date of grant to the third anniversary
of the date of grant, exceed the median return of the comparator
group of listed recruitment compames

The composition of the comparator group 15 decided independently
by the external remuneration advisors PricewaterhouseCoopers LLP

The comparator group of 20 compames for the 2011 LTIP are Adecco
SA, InterQuest Group pic, Work Group ple, Capita Group ple Michael
Page Internationat plc, Impellam plc, CPL Resources plc, Merson
Group plec The Kellan Group plc Harvey Nash Group ple, Prime
People plc, Empresana Group ple, Hays plc, Robert Walters plc

The ReThink Group ple Healthcare Locurns plc, Staffline Group ple,
Penna Cansulting ple Hydrogen Group plc and sThree plc

For the purposes of this report the Group's TSR performance has
been calcutated using the 3 months to 30 September 2011

2011 LTIP Crant 4 February 2013
Upper Quartile 21%
Median 5%
Lower Quartile (6%)
Matchtech Group plc (6%)
Ranking Below median

Deferred S5hare Bonus Plan (DSBP)

The Executive plc Directors receve an entitlement to a future grant
of zero-priced share options based upen acheving a ane year
Earmings Per Share performance condition

Upon satisfaction of that performance cendition, a zero-priced share
option will be granted over the appropnate number of shares

The option granted will be exeraisable 50% on the first anniversary
of the date of grant of the Deferred Share Award, and 50% on the
second anniversary, subject to continued employment with the
Company or other Member of the Group
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The entitlement for the year made on 4 February 2011 was over 25,000 shares for the Chief Executive Officer and 16 000 shares for the
Chief Financial Officer

Earnings Per Share Growth Target

% Maximum

Earmings Per Sharen year ending 31 July 2011 Annual Bonus Paid
Below 25 96 pence per share 0%
2596 pence per share 25%
2596 - 29 24 pence per share straight line vesting
between 25%

and 100%

29 24 pence per share 100%

Diluted earnings per share for the year ending 31 July 2011 were 19 74 pence Accordingly none of the Deferred Share Bonus Award will be
granted as a zero priced share option

Share Incentive Plan
Duning the year the Group operated a Share Incentive Plan {SIP) for Executive Directors and all staff called Match’

Under the scheme staff are entitled to buy shares 1n Matchtech Group plc out of pre-tax salary They caninvest up to a maxamum of £125
per month or an annual lump sum of £1 500, which will be used to purchase Matchtech Group shares ("Invest shares’)

The Group will award one free share for every share that s purchased (‘"Match shares )} Staff will recerve 'Match shares at the end of a 3-year
holding period, subject to remaining employed within the Group and the 'Invest shares remaining in the plan throughout the holding period

At 31 July 2011, the following shares were held 1n the scheme by the Executive Directors
Shares
awarded
under
Shares matching
purchased element of

Director under SI? Sip
Adrian Gunn 2,830 2,030
Tany Dyer 2 830 2030
Total 5,660 4,060

TSR Performance for the Year Against Market Comparator

The graph below iltustrates the Total Shareholder Return of the Group for period 27 October 2006 (being the Company's date of Admission
to AIM) te 31 July 2011, for both the Group and the FTSE AIM Industrial Goods and Services index which 1s considered the most apprapnate
comparatorindex, as1t1s the index in which the Group appears and 1s also used for comparing pay and benefit levels

Corporate Governance
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Directors’ Remuneration Report

continued

Audited information
Directors’ Remuneration
The table below summanses all Directors

Director

George Materna
Adrnan Gunn
Tony Dyer
Andrew White
Ric Piper
Stephen Burke

Total

emoluments and pension contributicns for the current and the pnor year for comparison

* Benefits 1n kind include car allowances medicat and life insurance

Directors’ Interests in Shares and Share Options
The Directors’ interests 1n the share capital of the Group at 31 July 2011 are shown below There are no changes to this information as at the

date of this report

Shares

Director

George Materna
Adrian Gunn
Tony Dyer
Andrew White

Share Options & Deferred Bonus Share Options

Director

Adnan Gunn

2010 LTIP - 18 January 2010
2011 LTiP - 4 February 2011
2010 DSBP - 18 January 2010
2011 D5BP - 4 February 2011

Tony Dyer

2010 LTIP - 18 January 2010
2011 LTIP - 4 February 2011
2010 DSBP — 18 January 2010
2011 DSBP - 4 fFebruary 2011

Asat
1 August 2010

25000

Salanes
o Fees
£000
80
148
122
41

41

38

470

Gpticns
Granted

25 Q00
12 500
25,000

16 000
8,000
16,000

Pension
£000
8

55

39

102

Opticns
Lapsed

16,000

Profit Growth

Benefits Bonus Bonus
E oCO £ 000 £ 000
14 32 -

12 26 -

3 - -

29 58 -

Ordinary shares
at 1 August 2010

7.877.405
403,838
291,521

1,093,032

As at
31 July 2011

25 000
25.000
12,500

16,000
16 000
8,000

2011 2010
Total Total
£ 000 £000
88 87
249 247
i99 201
41 40
41 38
41 38
659 651

Changewn Ordtnary shares % of share
year  at31luly 2011 capital
- 7.877.405 337%
6379 410217 18%
3860 295,381 13%
- 1,093,032 4 7%

Date at which
exercisable Expery Date

18 January 2013
4 February 2014
18 January 2012

18 January 2013
4February 2014
18 January 2012

18 January 2020
4 February 2021
4 February 2021

18 January 2020
4 February 2021
4 February 2021
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The 2011 Deferred Share Bonus Plan option entitlements were granted on 4 February 2011, however all the entitlements lapsed in the year
due io performance falling below the minimum thresheld

The IFRS 2 charge 1n the year for all LTiPs and deferred bonus option relating to the Directors was £18 000(2009 credt £11,000) in respect
of Adnan Gunn, and £12 000 {2009 credit of £11 000) in respect of Tony Dyer

No Director had any otherinterest in the share capital of the Group or its subsidianes, or exercised any share options during the year other
than as already disclosed

On 31 July 2011, the closing market price of Matchtech Group plc ordinary shares was 225 pence The highest and lowest prices of these
shares duning the year were 247 pence on 14 January 2011 and 185 pence on 9 September 2010 respectively based on the London Stock
Exchange Daily Gfficial List

Approval
This report was approved by the Committee, on behalf of the Board, on the date shown below and signed on 1ts behalf by

Stephen Burke
Charrman of the Remuneration Committee
5 October 2011

Corporate Governance
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Independent Auditor’s
Report

Independent Auditor’s Report to the Members

of Matchtech Group plc

We have audited the financial statements of Matchtech Group plc for
the year ended 31 July 2011 set out on pages 47 to 70

The financial reporting framewaork that has been applied inther
preparation s applicable law and International Financial Reporting
Standards (IFRSs) as adopted by the EU and as regards the parent
Company financial statements, as applied 1n accordance with the
provisions of the Compantes Act 2006 This reportis made solely

to the Company’s members, as a body in accordance with Chapter

3 of Part 16 of the Compames Act 2006 Qur audit work has been
undertaken so that we might state to the Company s members those
matters we are required to state to them in an auditor's report and
for no other purpose To the fullest extent permitted by law, we

do not accept or assume responsibibity to anyone other than the
Company and the Company’s members as a body, for our audit work
for this report, or for the opimons we have formed

Respective Responsibilities of Directors and Auditor

As explained more fully in the Directors’ Responsibilities Statement
set out on page 30, the directors are responsible for the preparation
of the financial statements and for being satisfied that they give

a true and fair view Our responsility 1s to audit, and express an
opimon on, the financial statements in accordance with applicable
law and International Standards on Auditing (UK and Ireland) Those
standards require us to comply with the Auditing Practices Board s
{APB's) Etcal Standards for Auditors

Scope of the Audit of the Financial Statements
A descnption of the scope of an audit of financial
statements 15 provided on the APB's website at
www frc org uk/apb/scope/private cfm

Opinion on Finanaal Statements

In our opimon

> the financial statements give a true and fair view of the state
of the Group’s and of the Parent Company's affairs as at 31 July
2011 and of the group’s profit for the year then ended,

> the Group financial statements have been properly prepared in
accordance with IFRSs as adopted by the EU,

> the Parent Company financial statements have been properly
prepared 1n accordance with IFRSs as adopted by the EU and as
applied 1in accordance with the provisions of the Compames Act
2006, and

> the financial statements have been prepared 1n accordance with
the requirements of the Companies Act 2006

Opinion on other matter prescnbed by the Compames Act 2006
In our opimion the informatian given in the Directors’ Report for the
financial year for which the financial statements are prepared is
consistent with the financial statements

Matters on Which we are Required to Report by Exception

We have nothing to report in respect of the following matters

where the Companies Act 2006 requires Us to report to you if in

our opintgn

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

> the Parent Company financial statements are not in agreement
with the accounting records and returns, or

> certain disclosures of Directors’ remuneration specified by law
are not made, or

> we have notreceved all the information and explanations we
reguire for our audit

W Smith {Sentor Statutory Auditor)
for and on behalf of KPMG Audit Plc,
Statutory Auditor

Chartered Accountants

Dukes Keep, Marsh Lane
Southampton, Hampshire

5014 3EX

S October 2011
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Consolidated Income Statement
for the year ended 31 July 2011

Revenue
Cost of sales

GROS5S PROFIT

Admimstrative expenses
PROFIT FROM CPERATIONS

Finance income
Finance cost

PROFIT BEFORE TAX

Income tax expense
PROFIT FOR THE YEAR ATTRIBUTABLE TO EQUITY HOLDERS OF THE PARENT

EARNINGS PER ORDINARY SHARE

Basic

Diluted

Profit for the year

OTHER COMPREHENSIVE INCOME
Exchange differences on transiating foreign operations

OTHER COMPREHENSIVE INCOME FOR THE YEAR

Annual Report 2011
011
Note £'000
301,806
{272,048)
2 29,758
(22,939)
3 6,819
30
5 (461)
6,388
8 {1,654)
4,734
2011
Note pence
g 20 26
9 19 74

Matchtech Group plc

2010
£00C

264,431
(238 274)

26,157

(17.340)
8,817

6
(248}

8575

(2.436)
6,139

2010
pence

2635

2596

Statement of Comprehensive Income
for the year ended 31 July 2011

2011
£'000

4,734

(28)
(28)

TOTAL COMPREHENSIVE INCOME FOR THE YEAR ATTRIBUTABLE TO EQUITY HOLDERS OF THE PARENT 4,706

2010
£ 000

6139

18
18

6157

Financial Statements
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Statements of Changes in Equity
for the year ended 31 July 2011

A} Group
Translation
Share Share  of foreign
capital premium  cperations
£000 £ Q00 £000
At 1 August 2009 232 3,045 -
Profit far the year - - -
Other comprehensive income - - 18
Tetal comprehensive income - - 18
Dividends paid in the year - - -
Deferred tax movement re share options - - -
IFR52 credit - - -
IFRS2 reserves transfer - - -
Shares issued 1 53 -
Transactions with owners 1 53 -
At 31 July 2010 233 3,098 18
At 1 August 2010 233 3,098 18
Profit for the year - - -
Other comprehensive income - - (28)
Total comprehensive income - - {28)

Dwvidends paid in the year - - -
Deferred tax movement re share options - - -
IFRS2 charge - - -
{FRS2 reserves transfer - - -
Shares 1ssued 1 28 -

Transactions with owners 1 28 -

At31July 2011 234 3,126 (10}

Merger
reserve
EQ00

224

224

224

224

Share-based
payment
reserve

£ 000

550

(84)

466

466

288
25

313

779

Retained
earnings
£ 000

17,184
6,139
6139

(3 633)
4

(61)

{3.690)

19,633

19,633
4734

4,734

{3,646)
5

(25)
{3 666)

20,701

Total
£ 000

21,235

6139
18

6157

{3 633)
4
(145)

54
(3.720)

23,672

13,672

4,734
(28)

4706

{3.646)
5
288

29
(3.324)

25,054
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B) Company
Restated
Share-
based
Share Share payment Retained
capital premium reserve earnings Total
£000 £000 £ ooo £ 000 £ 000
At 1 August 2009 as ortginally stated 232 3,045 - 65 3,342
Impact of change in accounting policy {see note 1xxn) - - 550 - 550
At 1 August 2009 as restated 232 3,045 550 65 3.892

Dmvidends paid in the year - -

- (3 633) {3.633)
IFRS 2 credit - - (145) -

{145)
IFRS 2 reserves transfer - - 61 {(61) -
Shares 1ssued 1 53 - - 54
Transactions with owners 1 53 (84) (3 694) (3.724)
Profit and total comprehensive income for the year - - - 3,634 3,634
At 31 July 2010 as restated 233 3,098 466 5 3,802
At 1 August 2010 233 3,098 466 5 3,802
Diwvidends paidin the year - - - (3.646) (3.646)
IFRS 2 charge - - 288 - 288
IFRS 2 reserves transfer - - 25 (25) -
Shares 1ssued 1 28 - - 29
Transactions with owners 1 28 313 (2,671) {3.329)
Profit and total comprehensive income for the year - - - 4532 4 532

At31]uly 2011 234 3,126 779 866 5,005

Financial Statements
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Statements of Financial Position
for the year ended 31 July 2011

NON-CURRENT ASSETS
Intangible assets

Property plant and equipment
Investments

Deferred tax asset

Total Non-Current Assets

CURRENT ASSETS
Trade and other receivables
Cash and cash equivalents

Total Current Assets

TOTAL ASSETS

LIABILITIES

Current Liabilitres

Trade and other payables
Current tax hablity

Bank loans and overdrafts

TOTAL LIABILITIES

NET ASSETS

EQUITY

Called-up equity share capital
Share premium account

Merger reserve

Share-based payment reserve
Translation of foreign operations
Retained earmings

TOTALEQUITY ATTRIBUTABLE TO EQUITY HOLDERS OF THE PARENT

Note

10
11
13
12

14

20

GROUP COMPANY
Restated Restated

2011 2010 2011 2010 2009
£'000 £ 000 £'000 £ 000 £ 000
106 111 - - -
1,530 1,627 - - -

- - 983 695 822

188 119 - - -
1,824 1857 983 695 822
56,452 41,038 3,878 2991 2,989
475 272 144 116 82
56,927 41,310 4,022 3107 3,071
£8.751 43 167 5,005 3 802 3893
{16,577) {(13,702) - - -
(690} {1 010} - - (1
(16,430) (4,783 - - -
(33,697}  (19,495) - - (1)
25,054 23,672 5,005 3802 3892
234 233 234 233 232
3,126 3,098 3,126 3,098 3.045
224 224 - - _
779 466 776 466 550
(10} 18 - - -
20,701 19,633 866 5 65
25,054 23 672 5,005 3802 3,892

These financial statements were approved by the Board of Directors on 5 October 2011 and signed on therr behalf by

T e

Tony Dyer
Chief Financial Officer




51

Consolidated Cash Flow Statements
for the year ended 31 July 2011

CASHFLOWS FROM OPERATING ACTIVITIES
Profit after taxation

Adjustments for
Depreciation and amortisation
Loss/{profit) an disposat of property, plant and equipment
Interest income
Interest expense
Taxation expense recogmised 1n the income statement
{Increase)n trade and other receivables
Increase in trade and other payables
Unrealised foreign exchange (gains)/losses net
Share-based payment charge/{credit)
Investment Income

Cash generated from operations

Interest paid
Income taxes paid

NET CASH FROM OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of plant and equipment

Purchase of intangible assets

investment 1n subsidianes

Proceeds from sate of plant

Interest recewved

Dividend recewved

NET CASH USED IN INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issue of share capital
Dividends paid

NET CASH USED IN FINANCING

Effects of exchange rates on cash and cash equivalents

NET {DECREASE}/INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS AT END OF YEAR

CASH AND CASH EQUIVALENTS
Cash

Bank overdrafts

Working capital facility utilised

CASH AND CASH EQUIVALENTS IN CASH FLOWS STATEMENTS

Annual Report 2011 Matchtech Group ple
GROUP COMPANY
Rastated!
2011 2010 2011 2010
£'000 £ 000 £'000 £ 000
4,734 6,139 4,532 3634
516 503 - -
8 {4) - -
(30) (6) (1} -
461 248 - -
1,654 2,436 - -
(15.414) (8134) (886]) -
2,875 2770 - -
(28) 20 - -
288 (145) - -
- - {4.,815) {3,918}
(4.936) 3827 (1.170) (284)
{461) (248) - -
(2,040) {2811) - {1}
(7.437) 768 (1,170} {(285)
(484) {533} - -
(45) (23) - -
- - - {18)
107 15 - _
30 6 - _
- - 4,815 3,918
(392) (535} 4,815 3900
19 52 29 52
(3,646} (3633) (3,646) (3.633)
(3,617} (3.581) {3.617) {3.581)
2 ~ - _
(11,444) (3.348) 28 34
{4,511) {1,163) 116 82
(15,955)  (4.511) 144 116
2011 2010 2011 2010
£'000 £ 000 £'000 £ 000
475 272 144 116
(172) (66) - -
(16,258} (4 717) - -
{15,955}  (4.511) 144 116

1 The comparatives have been restated te aid the understanding of cash and cash equivalents by including the working capital faoility and bank overdrafts

Financial Statements



52

Matchtech Group plc Annual Report 2011

Notes

forming part of the financial statements

1 The Group and Company Sigmficant Accounting Policies

| The Business and Address of the Group

Matchtech Group plc1s a human capital resources business dealing with contract and permanent recruitment 1n the Private and Public
Sectors The Company 15 incorporated in the Umited Kingdom The Group's address 1s Matchiech Group plc 1450 Parkway, Whiteley Fareham
PO15 7AF

n Basis of Preparation of the Financial Statements
The financial statements have been prepared 1n accordance with applicable International financial Reporting Standards as adopted by the
European Umion (EU) and which are effective at 31 July 2011

These financial statements have been prepared under the historical cost convention The accounting policies have been applied consistently
throughout both the Group and the Company for the purposes of preparation of these financal statements A summary of the principal
accounting policies of the Group are set out below

m Going Concern

The Dhrectors have reviewed forecasts and budgets for the coming year, which have been drawn up with appropriate regard for the current
macroeconomic envirenment and the particular circumstances in which the Group operates These were prepared with reference to
tistoric and current industry knowledge taking future strategy of the Group into account As a result, at the time of approving the financial
statements the Directors consider that the Company and the Group have sufficient resources to continue 1n gperational existence for the
foreseeable future, and accordingly, that 1t1s appropriate to adopt the going concern basis in the preparauion of the financial statements
As with all business forecasts, the Directors cannot guarantee that the going concern basis will remain appropriate given the inherent
uncertainty about future events

v New Standards and Interpretations
New standard and amendments to existing standards applicable for the period ending 31 July 2011 are

IFRS 2 Group cash-settled share-based payment transactions 1 January 2010

The adoption of the above standard has had no impact on the finangial statements

New Standards n Issue, Not Yet Effective
The following relevant Standards and Interpretations, which are new and yet to become mandatory, have not been applied 1n the Group

financial statements
Effective date
{Annual perods

Standard beginning on ar after)
IAS 24 Related party disclosures 1January 201t
IFRS 9 Financal instruments 1 January 2013
IFRS 10 Consolidated financial statements 1January 2013
IFRS 11 Jont Arrangements 1 January 2013
IFRS 12 Disclosure of Interests in Other Entities 1January 2013
IFRS 13 Farr Value Measurement 1 January 2013
IFRS improvements  Various Vanous

Based on the Group’s current business model and accounting policies, the Directors do not expect matenal impacts on the figures in the
Group's financial statements when the standards and interpretations become effective

The Group does not intend to apply any of these pronouncements early

v Basis of Consolidation

The Group financial statements consolidate those of the Company and all of its subsidary undertakings drawn up to the Statement of
Financial Position date Subsidianes are entines over which the Group has power to control the financial and operating policies 5o as to
obtain benefits fromts activities The Group obtains and exercises control through voting nghts
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Acquisitions of subsidiaries are dealt with by the purchase method The purchase method involves the recogmtion at fair value of all
dentifiable assets and babilities including contingent Liabilities of the subsidhary, at the acquisition date, regardless of whether or not
they were recorded in the financial statements of the subsidiary prior to acquisition Onmtial recogmition the assets and habilities of the
subsidiary are included 1n the Group Statement of Financial Pasition at their fair values, which are alsc used as the bases for subsequent
measurement 1n accordance with Group accounting pobicies

Transactions between Group companies are eliminated en consohdation

vl Revenue

Revenue ts measured by reference to the fair value of consideration recerved or recevable by the Group for services provided excluding VAT
and trade discounts Revenue on temporary placemenits 1s recogmised upon receipt of a client approved timesheet or equivalent Revenue
from permanent placements, which 1s based on a percentage of the candidate’s remuneration package 1s recogmsed when candidates
commence employment at which point 1t1s probable that the economic benefits associated with the transaction will be transferred Qther
fees are recogmsed on confirmation from the client committing to the agreement

vn Property, Plant and Equipment
Property, plant and equipment 1s stated at cost, net of depreciation and any provision for impairment

Depreciation 1s calculated so as to write off the cost of an asset less its estimated residual value, over the useful economic ife of that asset
as follows

Motor vehicles 25 0% Reducing balance
Computer equipment 25 0% Straight hine
Office equipment 12 5% Straight hine

Residual value estimates are updated as required, but at least annually whether or not the asset 1s revalued

vin Intangible Assets

Separately acquired software hicences are included at cost and amaortised on a straight-line basis over the yseful economic hife of that asset
at 20%-33% Provision 15 made against the carrying value of intangible assets where an impairment 1n value 1s deemed to have occurred
Amortisation 15 recognised 1n the income statement under administrative expenses

1x Disposal of Assets
The gan or loss ansing on the disposal of an asset 1s determined as the difference between the disposal proceeds and the carrying amount
of the asset and1s recognised 1n the iIncome statement

x Operating Lease Agreements
Rentals applicabte to operating leases are charged against profits on a straight line basis over the lease term Lease incentives are spread
over the term of the lease

X1 Taxation
Current tax 1s the tax currently payable based on taxable profit for the year

Deferred income taxes are calculated using the hability method on temporary differences Deferred tax1s generally provided on the
difference between the carrying amounts of assets and babibities and their tax bases However deferred tax1s not provided on the imtial
recagmition of goodwill nor on the 1mitial recogniion of an asset or hiability unless the related transactions a business combination or
affects tax or accounting profit

Deferred tax habilities are provided 1n full, with no discounting Deferred tax assets are recogmsed to the extent that it 15 probable that
the underlying deductible temporary differences will be able to offset aganst future taxable incorme Current and deferred tax assets
and hiabilities are calculated at tax rates that are expected to apply to their respective period of realisation provided they are enacted or
substantively enacted at the Statement of Financial Position date

Deferred tax on temporary differences associated with shares in subsidianes 1s not provaded if these temporary differences can be
controlled by the Group and 1t s probable that reversal will not accur in the foreseeable future

Changes in deferred tax assets or hablities are recognised as a component of tax expense in the income statement, except where they relate
to items that are charged or credited directly to equity {such as share-based payments} in which case the related deferred tax is also charged
or credited directly to equity

Financial Statements
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Notes
forming part of the financial statements continued

1. The Group and Company Sigmficant Accounting Policies continued

xn Pension Costs

The Company operates a defined contribution pension scheme for employees The assets of the scheme are held separately from those of
the Company The annual contnbutions payable are charged to the income statement as they accrue

* Share-based Payment

The transiticnal arrangements of IFRS 1 have been appled to all grants of equity instruments after 7 November 2002 that were unvested at
1 August 2006 All share-based remuneration s ultimately recogmsed as an expense 1n the income statement with a corresponding credit
to ‘share-based payment reserve’, a component of equity All goods and services receved in exchange for the grant of any share-based
remuneration are measured at thewr far values Fair values of employee services are indirectly determined by reference to the fair vatue of
the share options awarded Their vatue 1s appraised at the grant date and excludes the impaci of non-market vesting conditions (for example
profitability and sales growth targets)

If vesting periods or other non-market vesting conditions apply, the expense 15 atlocated over the vesting period based on the best
available estimate of the number of share optians expected to vest Estimates are subsequently revisedf there 1s any indication that the
number of share eptiens expecied to vest differs from previous estimates Any cumulative adjustment prior to vesting 1s recognised 1n the
current period No adjustment 1s made to any expense recogmsed 1n prior penods If share options ultimately exercised are different to that
estimated on vesting Upan exercise of share options, proceeds received net of attnbutable transaction costs are credited to share capital
and share premium

The Group operates a Share incentive Plan {SIP) which1s HMRC approved, and enables employees to purchase Company shares out of pre-tax
salary For each share purchased the Company grants an additional share at no cost to the employee The expense 1n relation to these ‘free’
shares s recorded as employee remuneration and measured at fair value of the shares 1ssued as at the date of grant

x1v Business Combinations Completed Prior to Date of Transition to IFRS
The Group has elected not to apply IFRS 3 Business Combnations retrospectively to business combinatiens prier to 1 August 2006

Accordingly the classification of the combination {merger) remains unchanged from that used under UK GAAP Assets and liabilities are
recogmsed at date of transition i they would be recogmsed under IFRS, and are measured using their UK GAAP carrying amount immediately
past-acquisition as deemed cost under IFRS unless IFRS requires fair value measurement Deferred tax 1s adjusted for the impact of any
consequential adjustments after taking advantage of the transitional provisions

xv Financial Assets
All financial assets are recogmsed when the Group becomes a party 1o the contractual provisions of the instrument Financial assets are
recogrised at fair value plus transaction costs

In the Company financial statements nvestments 1n subsiciary compames are measured at cost, and provision made where animpairment
value 15 deemed to have occurred

Loans and recevables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market
Trade receivables are classified as loans and recevables Loans and receivables are measured subsequent to imtial recogmition at amortised
cost using the effective interest method, less provision for impairment Any change 1n their value through imparment or reversal of
impairment 1s recogmsed 1n the income statement

Provision against trade recervables 1s made when there 1s objective evidence that the Group will not be able to coltect all amounts due to
it 1n accordance with the oniginal terms of those recevables The amount of the wiite-down 15 determined as the difference between the
asset’s carrying amount and the present value of estimated future cash flows

A finangial asset 1s derecogmsed anly where the contractual nghts to ¢ash flows from the asset expire or the financiat asset is transferred
and that transfer qualifies for derecogmition A financial asset s transferred if the contractual nghts to receive the cash flows of the asset
have been transferred or the Group retains the contractual nghts to receive the cash flows of the asset but assumes a contractual obligation
to pay the cash flows to one or more recipients A financial asset that is transferred qualifies for derecogmtion if the group transfers
substantially all the nsks and rewards of ownership of the asset, or If the Group neither retains nor transfers substantially all the nisks and
rewards of ownership but does transfer control of that asset

Trade receivables subject to the invoice discounting fachity are recogmised 1n the Statement of Financial Position until they are settled
by the customer
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¥v1 Financial Liabilities

Financial habilities are obligations to pay cash or other financial assets and are recogmsed when the Group becomes a party to the
contractual provisions of the instrument and comprise trade and other payables and bank loans Financialliabilities are recorded imtially at
fair value, net of direct 1ssue costs and are subsequently measured at amortised cost using the effective interest rate method

A financial hability 15 derecogmised only when the abligation 1s extinguished thatis when the obligation s discharged cancelled or expires

®vn Cash and Cash Equivalents
Cash and cash equivalents compnise cash on hand and on demand deposits

xvi Dividends
Dividend distributions payable to equity shareholders are inctuded in ‘other short term financial habilities’ when the dividends are
approved 1n a general meeting prior to the Statement of Financial Position date

xix Foreign Currencies

Transactions in foreign currencies are translated at the exchange rate ruling at the date of the transaction Monetary assets and liabilities

n foreign currencies are translated at the rates of exchange ruhing at the Statement of Financial Position date Non-maonetary items that are
measured at histonical cost 1n a foreign currency are translated at the exchange rate at the date of the transaction Non-monetary items that
are measured at fair value 1n a foreign currency are translated using the exchange rates at the date when the farr value was determined

Any exchange differences ansing on the settlement of monetary items or on translating manetary 1tems at rates different from those at
which they were 1mtially recorded are recogmsed 1n the income statement in the penod in which they anse

The assets and habilities 1n the financial statements of foreign subsidiaries are translated at the rate of exchange ruling at the Statement of
Financial Posiion date Income and expenses are translated at the actual rate The exchange differences ansing from the retranslation of the
opemng netinvestment 1n subsidiaries are taken directly to ‘Translation of foreign operations n equity Ondisposal of a foreign eperation
the cumulative translation differences are transferred to the income statement as part of the gain or loss an disposal

As permitted by IFRS 1, the balance on the cumulative translation adjustment on retranstation of subsidianes’ net assets has been set to zero
at the date of transition ta IFRS

Wk Equity
Equity comprises the following

> 'Share capital represents the norminal value of equity shares

> 'Share premium’ represents the excess over norminal value of the fair value of consideration received for equity shares, net of expenses of
the shareissue

> 'Share-based payment reserve represents equity-settled share-based employee remuneration until such share options are exercised

Merger reserve’ represents the equity balance ansing on the merger of Matchtech Engineenng and Maichmaker Persannel

> ‘Translation of foreign operations represents the foreign currency differences ansing on translating foreign operations 1nto the
presentational currency of the Group

> Retained earnings’ represents retained profits

v

wa Sigmificant Accounting Estimates and Judgements

Estimates and assumptions concermng the future and judgments are made in the preparation of the financial statements They affect the
application of the Group’s accounting policies, reported amounts of assets, babilities 1ncome and expenses and disclosures made They are
assessed on an on-going basis and are based on expenence and retevant factors including expectations of future events that are believed
to be reasonable under the aircumstances

Critical Judgements
The judgments made which, in the opinion of the Directors are cniticalin drawing up the financral statements are as follows

Invoice Discounting Facility

The terms of this arrangement are Judged to be such that the risk and rewards of ownership of the trade receivables do not pass to the
finance provider As such the receivables are not derecognised on draw-down of funds against this facility This facility 15 recognised as a
Liability for the amount drawn

Key Sources of Estimation Uncertainty

The key assumptions concerning the future and ather key sources of estimation uncertainty at the Statement of Financial Position date are
discussed below These are included for completeness although it 1s the Directors’ view that none of these have significant nisk of causing a
matenal adjustment to the carrying amounts of assets and habilities wathin the next financal year

Financial Statements
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1 The Group and Company Sigmficant Accounting Policies continued

Estimated Useful Lives of Property, Plant and Equipment

The cost of equipment 1s depreciated on a straight line basis and the cost of motar vehicles1s depreciated on a reducing balance basis over
their useful bives Management estimates the useful lives of property, plant and equipment to be within 2 to 8 years These are commeon life
expectancies applied in the industry 1n which the Group operates Changes in the expected level of usage and technalogical development

cayld impact the economic useful lives and the resydual values of these assets, therefore future depreciation charges could be revised

Impairment Loss of Trade and Gther Receivables

The Group's policy for doubtful receivables 1s based on the on-going evaluation of the collectabiity and ageing analysis of the trade and
other receivables and on management’s judgements Considerable judgement is required in assessing the ultimate realisation of these
recewvables, including the current crecditworthiness and the past collection history of each debtor If the financial conditions of the Group’s
recewvables were to detenorate, resuloing in an impairment of ther ability to make payments, additionalimpairment loss of trade and other
receiwvables may be required The carrying amounts of these assets are shown in note 14

Share-based Payments
The key assumptions used in estimating the fair values of options granted to employees under IFRS 2 are detailed under Note 18

¥xn Accounting for Group Share-based Payment Arrangements

The Company 15 the granting and settling entity in a group share based payment arrangement where share options are granted to employees
of its subsidiary companies Histonically no entries in relation to this arrangement had been made 1n the Company s separate financial
statements and all entries in relation to this arrangement were made 1n the subsidiary financial statements Durning the year it was wdentified
that this treatment was 1n error under IFRS 2 43C and a change 1n the accounting for share-based payments has been made retrospectively
asrequired by IAS 8

The fallowing table summarises the effect on the Statement of Financial Position

Share-
based
payment Retained
Invesiments reserve earnings
£ ooc £ 00O £000
At 1 August 2009 as onginally stated 272 - 65
Adjustments at 1 August 2009 550 550 -
At 1 August 2009 as restated 822 550 65
At 31 July 2010 as oniginally stated 290 - 66
Effect of adjustments at 1 August 2009 550 550 -
Adjustments at 31 July 2010 (145) (84) (61)
At 31 July 2010 as restated 695 466 5

This change had no impact en the Company yncome statement or on the Group financial statements
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2 Segmental Information
The chief operating decision maker, as defined 1n IFRS B, has been 1dentified as the Board of Directors of Matchtech Group plc The
information reported below is consistent with the reports regularly provided to the Board of Directors

Reportabte Segments
2011
Information Total
Buillt Systems&  Science &  Matchtech Professional Group

Allamountsin £ 00O Engineering  Environment  Technology Medical UK Germany Services  elemense Total
Revenue 138,865 65,429 57,191 6,982 268,467 1,740 19,430 12,163 301,806
Gross profit 10,183 5.254 6037 1,897 23,371 625 4,281 1,481 29,758
Profit/(loss) from operations 5391 2,271 2,367 168 10,197 (32) {2,764) {582) 6,819
Finance cost net (166) {80) (70 {11) (327} (28} (45) (31) (431)
Profit/{loss) before tax 5,225 2,191 2297 157 9870 (60} {2,809) (613) 6,388
Depreciation and

amortisation 113 87 97 49 346 8 111 51 516
Segment net assets 28,342 11 366 10,559 1,509 51776 654 1534 1769 55,733
Unallocated net habilities (30,679)
Total net assets 25,054
2010

Informatian Total
Bullt  Systems&  Science& Matchtech Prafessional Group

All ameunts in £ 000 Engineening Environment Technology Medical UK Germany Services elemense Totat
Revenue 119,006 63,000 45,600 6,700 234,306 440 18,352 11,333 264,431
Gross profit 9732 5.152 4,753 1 475 21,112 165 3,080 1,800 26,157
Profit/{loss) from operations 4,541 2200 1,500 600 8841 (378) 269 85 8 817
Finance cost, net {97) (51) (48) {15) (211) (7) (5) {19) (242)
Profit/{loss) before tax 4 444 2,149 1,452 585 8,630 {385) 264 66 8,575
Depreciation and

amortisation 245 121 85 34 485 - 16 3 504
Segment net assets 18,257 9,665 6996 1,028 35946 171 2,768 1,630 40,515
Unallocated net habtities (16,843)
Total net assets 23,672

Two eperating segments Barclay Meade Limited and Alderwoad Education Limited, have been aggregated into the Professional Services
segment above Central overhead costs are allocated across all segments and are included 1n the analyss above

The comparator analysis above for the year to 31 July 201015 representative of the new structure implemented on 1 August 2010 when
the new brands commenced trading The comparator information for Professional Services and elemense were previously included within
Matchtech Group UK Limited

A segmental analyss of total assets has not beenincluded as this information 1s not available to the Board trade receivables represent
the majonity of net assets and are included as segment net assets above Other net assets are centrally held and are not allocated across
the reportable segments Unallocated net habihties include non-current assets other recewvables, cash and cash equivalents and current
Liablities
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1 Segmental Information continued
Geographical Information

United Kingdom Germany Total
Allamountsin £ 000 2011 2010 2011 2010 2011 2010
Revenue 300,066 263,991 1,740 440 301,806 264 431
Gross profit 29,133 25992 625 165 29,758 26,157
Profit/{loss) from operations 6,851 9,195 (32) (378) 6,819 8,817
Finance cost net (403) (235) (28} ¥)] {431} (242)
Profit before tax 6,448 8960 (60} (385) 6,388 8.575
Depreciation and amortisation 508 504 8 - 516 504
Non-current assets 1,815 1,852 9 5 1,824 1,857
Net current assets/{liabilines) 23,654 21,726 (424} 89 23,230 21,815
Total net assets 25,469 23578 (415) 94 25,054 23,672

Revenue and non-current assets are allocated to the geographic market based on the domicile of the respective subsidiary The Directors

are of the opimon that the Group does not generate material cross-border revenues

Largest Customers

Dunng the year revenues of £35,598 000 (2010 £36,179,000) were generated from sales to the Group's largest chient and its business
process outsourcer The majonty of this revenue is included 1n the Engineenng segment

No other single client contributed more than 10% of the Group's revenues

3 Profit from Operations
Profit from operations 1s stated after charging/{crediting)

Depreciation

Amortisation

Loss/(profit) on disposal of property, plant and equipment

Auditor's remuneration - Fees payable for the audit of the Parent
Company financial statements

- Fees payable for the audit of the
Subsidiary Company financial statements

- Fees payable for the audit of the Parent
Company financial statements

- Fees payable for the audit of the
Subsidiary Company financial statements

- Nonaudit services

Previous auditer's remuneration

Operating lease costs - Plant and machinery
- Land and buildings
Share-based payment charge/{credit)

Net (profit)/ioss on foreign currency

translation

2011
£'000
466
50

10

40

—taxation 3
—other services pursuant

to legislation -

105

700

288

{32)

2010
£ 000

441

{4)

13

517
{145)

30
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4 Particulars of Employees
The average number of staff employed by the Group during the financial year amounted to

2011

Ne

Selling 248

Admimistration 73

Directors 6

Total 327
The aggregate payroll costs of the above were

2011

£'000

Wages and salaries 13,782

Sooal secunty costs 1,598

Pension costs 899

Total 16,279

2010
No

204
66
6

276

2010
£000
10,296
1,142
786

12,224

Disclosure of the remuneration of key management personnel, as required by IAS 24,15 detailed below Disciosure of the remuneration of

the statutory Directors is further detailed in the audited part of the Remuneration Report on pages 41 to 45

2011
£'000
Short-term employee benefits 1,056
Post employment benefits 115
Share-based payments 26
Total 1,197
5 Finance Costs
2011
€000
Bankinterest payable 461
6 Dividends
2011
£000
Equity dwvidends paid duning the year at 15 6 pence per share (2010 15 6 pence) 3,646
Equity dividends proposed after the year end {not recognised as a Lhiability) at 10 6 pence per share
(2010 10 6 pence} 2,479
A dividend will be declared from Matchtech Group UK Linited pnor to the payment of the propesed dividend above
7 Parent Company Profit
2011
€000
The amount of profit dealt with 1n the accounts of the Company 4,532

2010
£ 000

927
163
(45)

1,045

2010
£000

248

2010
£000

3,633

2474

2010
£ 000

3,634

The Company has taken advantage of the exemption in 5408 of the Compames Act 2006 not to present the Parent Company s income

statement
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8 Income Tax
1011
£'000

Current Tax UK corporation tax 1,699
Prior year under provision 19

1,718

Deferred tax (note 12) (64)
Income tax expense 1,654

2010
£000

2436
16

2,452

(16)
2436

The main rate of UK corporation tax was changed from 28% to 27% with effect from 1 Apnl 2011 therefore UK corporation tax has been

charged at 27 3% (2010 28%), being the blended corporation tax rate for the year

The charge for the year can be reconciled to the profit as per the income statement as follows

2011
£'000
Profit before tax 6,388
Profit before tax multiplied by the standard rate of corporation taxn the UK of 27 3% (2010 28%) 1,744
Expenses not deductible/(not chargeable) for tax purposes 29
Temporary differences {113)
Enhanced RED tax relief (49}
Adjustments to tax charge in respect of previgus periods 19
Change 1n deferred tax on share options 11
Overseas losses not provided for 13
Total tax charge for period 1,654
Tax credit recognised directly in eguity
2011
£'000
Deferred tax recognised directly 1n equity 5
Total tax recogmsed directly in equity 5

Future Tax Rate Changes

2010
Ecoo

8575

2,401
(24)
{54)

16
97
2 436

2010
£ 000

On 23 March 2011 the Chancetlor announced a reduction 1n the main rate of UK carporation tax to 25% with effect from 1 Apnl 2012 This
change became substantively enacted on 29 March 2011 and therefore the effect of the rate reduction has been reflected in the figures

above as 1t was substantively enacted prior to the Statement of Financial Position date

The Chancellor also proposed changes to further reduce the main rate of corporation tax by 1% per annum to 23% by 1 April 2014, but
these changes have not yet been substantively enacted It has not yet been possible to quantify the full anticipated effect of this further
2% rate reduction, atthough this will further reduce the Group s future current tax charge and reduce the Group's deferred tax assets and

liabibities accordingly
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Earmings per share has been calculated by dividing the consolidated profit after taxation attributable to ordinary shareholders by the

weighted average number of ordinary shares i 1ssue dunng the period

Diluted earmings per share has been calculated on the same basis as above, except that the weighted average number of ordinary shares that
would be 1ssued on the conversion of alt the dilutive potential archnary shares {ansing from the Group’s share option schemes) into ordinary
shares has been added to the dencminator There are no changes to the profit {(numerator) as a result of the dilutive calculation The number
of dilutwe shares has increased sigmificantly due to the 1ssue of new share options in the current year and because the share price has nsen

back above the exercise price of the EMI options granted in 2005

The earmngs per share information has been calculated as follows

Profit after tax attributable to ordinary shareholders

Weighted average number of ordinary shares in1ssue
Effect of dilutive potential ordinary shares

Total

Earnings per ordinary share

10 Intangible Assets

Group
cosT

AMORTISATION

NET BOOK VALUE

- basic
—diluted

At 1 August 2009
Additions

At 1 August 2010
Additions

At31]July 2011

At 1 August 2009
Charge for the year

At 1 August 2010
Charge for the year

At 31 July 2011

At 31 July 2010
At 31 July 2011

1011 2019
£'000 £000

4,734 6,139

2011 201¢
£'000 £ 000

23,370 23 296

612 349

23,982 23,645

2011 2010
pence pence

20 26 2635
1974 2596

Software
licences
£ 000

312
23

335
45

380

161
63

224
50

274

111
106
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11 Property, Plant and Equipment

Motor Office Computer
Vehicles equipment equipment Total
Group £000 £ 000 £ 000 £000
COosT At 1 August 2009 1,855 1,402 635 2.892
Additions 192 194 147 533
Disposals (34) - (€] (40)
At 1 August 2010 2,013 1,596 776 4,385
Additions 204 198 82 484
Disposals (571) - - {571}
At31July 2011 1,646 1,794 858 4,298
DEPRECIATION At 1 August 2009 393 936 417 2 346
Charge for the year 226 93 122 441
Released on disposal (28) - (1} 29
At 1 August 2010 1,191 1,029 538 2,758
Charge for the year 221 125 120 466
Released on disposal (456) - - (456)
At31July 2011 956 1,154 658 2,768
NET BOOK VALUE At 31 July 2010 822 567 238 1627
At31July 2011 690 640 200 1,530
There were no capital commitments as at 31 July 2011 or 31 July 2010
12 Deferred Tax \
The deferred tax asset s represented by ‘
Group
2011 2010
€000 £ 000
Temporary difference on share-based payments
At start of year 119 99
Recogmsed in income 64 16
Recognmsed in equity 5 4
At end of year 188 119

The rate of UK corporation tax apphed to deferred tax calculations 1s 25% {2010 27%)
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13 Investments
Company

Restated
2011 2010
£000 £000
Investmentin Group companies at 1 August as onginally stated 695 272
Impact of change 1n accounting policy (see note 1xxn) - 550
Investment in Group companies at 1 August as restated 695 822
Movement i investment 1n Group companies — Investment 1n Matchtech Group UK Limited 288 {145)
Movement ininvestment in Group companies — investment in Matchtech BY onncorporation - 18
Investment in Group compames at 31 July 983 695

Due to the change in accounting for Group share-based payment arrangements, the comparative figures have been restated, see nate 1xxn

for further details
Subsidiary Undertakings

Company

Matchtech Group UK Limited
Matchtech Engineering Limited
Matchmaker Personnel Limted
Barclay Meade Limted
Alderwood Education Linited

Country of Incorporation

United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom

elemense Limted United Kingdom
Matchtech GmbH Germany
Matchtech BV Netherlands
Matchtech Engineening Inc USA

14 Trade and Other Receivables

Trade recewables

Amounts owed by Group compames
Other recevables

Prepayments

Total

Share Class

Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Qrdinary
Ordinary

% held Main Activities
99998%  Provision of recruitment consultancy
100% Non-trading
100% Non-trachng

100%  Provision of recruitment consultancy
100%  Provision of recruitment consultancy
100%  Provision of recruitment consultancy
100%  Provision of recruitment consultancy
100% Non-trading
100%  Provision of recruitment consultancy

Group Company
2011 2010 12011 2010 2009
£°000 £ 000 £'000 £ 000 £000
55,733 40,515 - - -
- - 3,878 2991 2589
57 129 - - -
662 394 - - -
56,452 41038 3,878 2991 2989

The amounts due from Group undertakings inthe Company Statement of Financial Position are considered to approximate to fair value

Days sales outstanding at the year end based upon the preceding 3 months’ revenue were 52 § days (2010 47 2 days} The allowance for
doubtful debts has been determined by reference to previous experience and management assessment of debts

The Directors consider that the carrying amount of trade and other receivables approximates to the fair value

Included in the Group's trade recervable batance are debtors with a carrying amount of £7,561,000 (2010 £1,664 000) which are past due at
the reporting date for which the Group has not provided as the Directors do not believe there has been a sgmficant change in credit quabity
and consider the amounts to be recoverable n full The Group does not hold any collateral over these balances

The Group uses a third party credit sconng system to assess the creditwarttiness of potential new customers before accepting them
Credit imits are defined by customer based on ths information All customer accounts are subject to review on a regular basis by senior

management and actions are taken to address debt ageing 1ssues

The Directors believe that there 15 no requirement for further provision over and above the allowance for doubtful debts
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14 Trade and Other Recervables continued
Ageing of past due but not impaired trade receivables

0-30 days
30-60 days
60-90 days
90+ days

Total

Movement in the allowance for doubtful debts

Batance at the beginming of the year
Provisions reversed duning the year

Balance at the end of the year

Ageing of /mpaired trade receivables

Not past due at reporting date
0-30 days

30-60days

60-90 days

30+ days

Total

15 Trade and Other Payables

Trade payables

Taxation and social secunty
Other payables

Accruals and deferred income

Total

Group
2011 2010
£'000 £ 000
5977 1,494
9125 170
345 -
314 -
7,561 1,664
Group
2011 2010
£'000 £000
348 360
(147) (12)
201 348
Group
2011 2010
€'000 £ 000
- 182
- 33
15 2
19 55
167 26
201 348
Group
2011 2010
£'000 £ Q00
339 294
5,606 4,150
7,056 6,116
3,576 3142
16,577 13,702
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16 Finanaal Assets and Liabitittes Statement of Financial Position Classification
The carrying amount of the Group's financial assets and habilities as recognised at the Statement of Financial Posiion date of the reporting
periods under review may also be categensed as follows

Financial assets are included in the Statement of Financial Positien within the following headings

Croup Company

2013 2010 2011 2010 2009

£°000 £ 000 £'000 £000 £ 000
Trade and other recevables
- Loan and recewvables 55,790 40,644 3.878 2991 2,989
Cash and cash equivalents
- Loan and recewvables 475 272 144 116 82
Total 56,265 40,916 4,022 3,107 3071

Financial iabibities are included n the Statement of Financial Posiion within the following headings

Group

2011 2010

£'000 £ 000
Current liabilities
Borrowings
- Financial babilities recorded at amortised cost 16,430 4783
Trade and other payables
- Financial habilities recorded at amortised cost 10,971 9552
Total 27,401 14,335

The amounts at which the assets and liabilities above are recorded are considered to approximate to fair value

The working capital facility 1s secured by way of an all assets debenture, dated 5 August 2002, which contains fixed and floating charges
over the assets of Matchtech Group UK Lirmted The facility held with Barclays Bank allows the Company to borrow up to 90% of its invoiced
debtors up to a maximum of £35 million Interest 15 charged on berrowings at a rate of 2 259% over Barclays Bank base rate

17 Commitments Under Operating Leases
At 31 July 2011 the Group had commitments to pay the following amounts under non-cancellable operating leases as set out below

Group
2011 2010
£'000 £ 000
Land/buildings Payments falling due within 1 year 820 580
within 1 to 5 years 2,976 2,202
after 5 years 320 1,016
Other Payments falling due within 1 year 45 43

within 1 to 5 years 174 61
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18 Share Captal
Authonsed Share Capital

40,000,000 orcdinary shares of £0 01 each

Allotted called up and fully paid

23,387,000(2010 23,340,000} ordinary shares of £0 01 each

The number of shares 1n1ssue 1nthe Company increased as follows

Date

At 1 August 2009
03/08/2009
04/09/2009
03/10/2009
02/11/2009
05/12/2009
30/03/2010
31/03/2010
30/04/2010
28/05/2010
30/06/2010
30/06/2010
23/07/2010
30/07/2010

At 31 July 2010

04/08/2010
04/08/2010
01/09/2010
04/10/2010
03/11/2010
01/12/2010
20/01/2011
11/01/2011
027/03/2011
09/03/2011
30/03/2011
30/03/2011
05/04/2011
05/05/2011
01/06/2011
01/07/2011

At31July 2011

Company
1011 2010 2009
£'000 £000 £ 000
400 400 400
Company
1011 2010 2009
£'000 f 000 £ 000
134 233 232
Share
premium
Ordinary receved Consideration
shares  pence per recewved
1ssued share £
23272980
3,044 - 30
2,174 - 22
2179 - 22
1639 - 16
13,351 - 134
1,600 - 16
5,197 145 7588
1391 - 14
960 - 10
2022 - 20
25711 145 37,518
5,263 145 7.684
2165 - 22
23339,676 53116
18,349 145 26,790
4460 - 4
208 - 2
2 460 - 25
2,055 - 21
1,839 - 1B
1,959 - 20
991 145 1 447
4,928 - 49
2,076 - 21
1,765 69 1,236
143 88 127
3,045 - 30
1843 - 18
3,077 - 31
2,203 - 22
23,387,057 82,977




Share Options

The following options arrangements exist over the Company's shares,

Key Share Options

Key Share Options
Target/Loyalty Share Options
Target/Loyalty Share Options
Target/Loyalty Share Options
Target/Loyalty Share Options
Lang Term Incentive Plan Options
Deferred Share Bonus

Deferred Share Bonus

Zero Priced Share Option Bonus
Zero Priced Share Option Bonus
Leng Term Incentive Plan Options
Zero Pniced Share Option Bonus
Zero Priced Share Option Bonus

At 31 July

2011
*000s

24
a7
ri

2

1
18
35
35
30
30
81
173
173

691

67

2010
000s

24
106
3

2

1
19
144
36
36
37
37
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Date of grant

18/06/2004
01/12/2005
05/03/2003
18/06/2004
08/11/2004
01/12/2005
18/01/2010
18/01/2010
18/01/2010
18/01/2010
18/01/2010

~  D4/02/2011
— D4/02/2011t
—  D04/02/2011

445

Exercise
price
pence

70

146

70
70
89

146

1

N e e

Matchtech Group plc

Exercise period

From To
18/06/2005 18/06/2014
01/06/2007  01/12/2015
14/07/2005 05/03/2013
18/06/2005 18/06/2014
14/07/2006  08/11/2014
01/12/2006 01/12/2015
18/01/2013 18/01/2020
18/01/2012 18/01/2020
18/01/2013 18/01/2020
18/01/2012 18/01/2020
18/01/2013 18/01/2020
0470212014 Q470272021
25/01/2013  04/02/2021
04/02/2014  04/02/2021

During the year the Group operated a Long Term Incentive Plan (LTIP) and a Deferred Share Bonus Plan (DSBP) for Executive Directors and
a Zero Priced Share Option Bonus for key staff The LTIP options were granted on 4 February 2011 and are subject to an EPS performance
target with a TSR underpin The deferred share bonus option entitlements were granted on 4 February 2011, however, all the entitlements
lapsed in the year due to performance falling below the mimmum thresheld The zero priced share options were granted on 4 February to

members of staff subject to two and three year holding pericds

All share options have a bfe of 10 years and are equity settled on exercise

The movement 1n share optians 1s shown betow

Outstanding at 1 August

Granted
Forferted/lapsed
Exercised

Qutstanding at 31 July

Exercisable at 31 July

2011 2010
Weighted Weighted
average Weighted average Weighted
exercise average exercise average
Number price share price Number price  shareprice
‘000s (pence) (pence) 000s [pence) {pence)
445 46 4 - 1,056 756 -
550 10 - 300 10 -
(283) 10 - {875} 31 -
{21) 1393 216 0 (36) 1460 2221
691 260 445 46 4
134 129 8 155 1315

The number of share optiens granted inctudes the deferred share benus options
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forming part of the financial statements continued

18 Share Capital continued

The numbers and weighted average exercise prices of share options vesting 1n the future are shown below

Exercise Date

18/01/2012
18/01/2013
25/01/2013
04/02/2014

Total vesting 1n the future

2011 2010

Waeighted Weighted
average Weighted average Weighted
remaining average remaimng average
contract exerclse contract exercise
life Number price hfe Number price
{months) *000s (pence) [manths) 000s {pence)
6 65 190 18 73 10
18 65 10 30 217 10
18 173 10 - - -
n 254 10 - - -

557 290

In addition to the share option schemes the Group operated a Share incentive Plan {SIP), which 1s an HMRC approved plan available to all
employees enabling them to purchase shares out of pre-tax salary For each share purchased the Company grants an additional share at

no cost

The fair values of the share options and the SIPS are included 1n the table below The values of the LTIPS granted in the year were calculated
using a Monte Carlo simulation method along with the assumptions as detailed below The values of the Zero price options granted in the
year were calculated using a Black Scholes method along with the assumptions as detalled below The far values of the SIPS and Deferred

Bonus Shares were based upon market values on the date of the grant adjusted for the assumptions as detailed below

Date of grant

04/08/2010
01/09/2010
04/10/2010
03/11/2010
01/12/2010
20/01/2011
02/03/2011
04/02/2011
04/02/2011
04/02/2011
04/02/2011
04/02/2011
09/03/2011
05/04/2011
05/05/2011
01/06/2011
01/07/2011

SIP

SIp

SIP

SIP

sSIP

SIP

SIP

LTIP

Deferred Share Bonus

Deferred Share Bonus

Zero Priced Share Option Bonus
Zero Priced Share Option Bonus
SiP

SIP

SIp

SIP

SIP

Share price
on the date
of grant

(£)

215
192
195
219
227
238
220
217
217
217
217
217
220
217
204
217
218

Exercise
price
(£}
ool
oo
001
a0l
a0l
a0l
Q01
01
001
o001
o001
001
001
001
001
001
001

Volatility
(%)
N/A
N/A
N/A
N/A
N/A
N/A
N/A
00%
N/A
N/A
241%
225%
N/A
N/A
N/A
N/A
N/A

Vesting
penod
lyrs)
300
300
300
300
300
300
300
300
200
300
200
300
300
300
300
300
300

Dwvidend
yield
%]
N/A
N/A
N/A
N/A
N/A
N/A
N/A
7 2%
72%
72%
7 2%
72%
N/A
N/A
N/A
N/A
N/A

Risk free
rate of
Interest
(%)
N/A
N/A
N/A
N/A
N/A
N/A
N/A
20%
N/A
N/A
15%
19%
N/A
N/A
N/A
N/A
N/A

Fair value
(£)
215
192
195
219
227
238
220
134
188
175
189
175
220
217
204
217
218

The valatility of the Company's share price on each date of grant was calculated as the average of annualised standard deviations of daily

continuously compounded returns on the Company s stock, calculated over 5 years back from the date of grant, where applicable
The risk-free rate 1s the yield to matunty on the date of grant of a UK Gilt 5trip, with term to matunty equal to the life of the option
LTIP awards are subject to a TSR test This ‘market’ based condition is taken into account in the date of grant fair value calculation
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19 Transactions with Directors and Related Parties

During the year the Group made sates of £20,000 (2010 £14 000) to Ctruk Group Limited and £14,000 (2010 £ml) to CWind Limited both
related parties by virtue of the common directorship of Andy White There were no balances outstanding from Ctruk Group Limited or CWind
Limited as at the year end All transactions were undertaken at an arms length price

There were no other related party transactions with entities outside of the Group

Duning the year Matchtech Group UK Limited charged Matchtech Group plc £284,000 {2010 £284 000} for provision of management
services Further details of transactions with directors are included in the Director s Remuneration Reporton pages 41 to 45

20 Financial Instruments

The financial risk management policies and objectives including those related to financial instruments and the qualitative sk exposure
details, compnising credhit and other applicable risks, are included within the Chief Financial Officer’s report under the heading Group
financal nisk management

Matunty of financial habilities
The Group financial liabilines analysis at 31 July 2011 was as follows

Group

2011 2010
£000 £000

In less than one year or on demand
Bank overdrafts 172 66
Working capital facility 16,258 4,717
Bank loans and overdrafts 16,430 4,783
Trade and other payables 10,971 9,552
Total 27,401 14 335

Borrowing Faciities
The Group makes use of a working capital facility, details of which can be found in note 16 The undrawn facility available at 31 July 201110
respect of which all conditions precedent had been met was as follows

Group
1011 2010
£'000 £Q00
Expinng within 1 to 5 years 18,742 20,283

The working capital faciity was reviewed by the facility providers in July 2011 The facibity cap was increased from £25mto £35m and
covenants were updated to reflect revised forecasts The facility 1s committed until April 2013

The Directors have calculated that the effect on profit of a 19 movement ininterest rates would be £149,000
The Directors behieve that the carrying value of borrowings approximates to their fair value

Net foreign currency monetary assets are shown below

Group
2011 2010
£000 [Fs1s]s]
Euros 939 131

In the Directors’ opimon, the exposure to foreign currency nisk is not matenal to the Graup therefore a sensitivity analysis in this area has not
been in¢luded

Financial Statements
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Notes

forming part of the financial statements continued

21 Capital Management Policies and Procedures
Matchtech Group plc's capital management objectives are

> toensure the Group's ability to continue as a going concern and to provide an adequate return to shareholders, and
> by pnang products and services commensurately with the level of nsk

The Group memnitars capital on the basis of the carrying amount of equity as presented on the face of the Statement of Financial Position
The Group sets the amount of capital in proportion to 1ts overall financing structure, 1e equity and financial babibiies The Group manages

the capital structure 2nd makes adjustments in the hight of changes 1n econemic conditions and risk charactenstics of the underlying assets
Capital for the reporting period under review 1s summarnised as follows

Group
2011 2010
£000 £ 000

Total equity 25,054 23,672
Cash and cash equivalents {475) (272)
Capital 24,579 23 400
Total equity 25,054 23,672
Borrowings 16,430 4,783
Overall financing 41,484 28,455
Capital to overall financing ratio 59% 82%

22 Subsequent Events
On 3 August 2011, Richard Bradford was appointed as a Non-Executive Director of Matchtech Group plc




