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Combined Chairman’s and Chief Executive’s statement
For the year ended 31 December 2013

we are pleased to report 2013 was another year of sold progress in sales and proiits and one where we also inthated a great
deal of organisationat change within our business Gur core Onsrte operations contnue to benefit from a broader trend of
‘spend consolidation’ by a number of clents which has enabled us to increase the number of OnSites we operate Net
growth of 15 sites during the year has taken the number of locations we operate from 179 to 194 Elsewhere EOS, our Welfare
to Work division, continues to help significant numbers of the long term unemployed back into sustainable work and we have
seen our nvestment i this division start to debver a significant finanoat return for the Group

The Group both opened and drrectly nvested n a number of new business divisions as part of a new five year growth
strategy This strategy 1s designed to grow Group revenues to over a Billon pounds within 5 years, which 1s now referred
to internally as 'Burst the Billlon’ 2013 was the first year of working towards this target and we have made significant
progress on our journey These investments bave, 1 the short-term, hetd back our prefitabilty v ithir the recrutment
services segment and have not yet had sufficient time to make a meaningiul impact on Group revenues We do however
firrmnly beleve that these new inbatives coupled with our established core operatons will create a diverse and highly
scalable business which will return increased shareholder value

Overall, we continue to see good levels of growth n actwity across all divisions of the business with profitabihty i the Group
increasing N ine with expectatons

Financial Review

Sales in 2013 grew by 13 4% to £416 2m with gross profit increasing by £7 3m, or 21 1% to £42 Orn Net profit for the year
before tax, amortisation and the non-cash charge for share based payment costs (SBPC) rose by 16 1% to £12 5m and net
profit before tax rose by 0 5% to £8 8m Smlarly earnings per share (EPS) also rose, basic pre amorisat.on and SBPC EF3
by 21 6% to 46 1p, fully diuted pre amortisation and SBPC EPS to 45 8p (24 8%)

This level of reported growth has been relatively modest compared to previous years, partly attrbutable to a slowdown in
our M&A activity While we continue to evaluate a number of potential acquisition targets, our 5 year growth strategy does
not require any acquisitions and the board beleve this can be achieved organically

Our balance sheet has continued to strengthen, with shareholders’ funds exceeding £45m for the first trme and the ratio
of current assets to current kabiites being N excessof 1 3 Our financial strength 1s a major attraction for our larger OnSite
chents since they can be absolutely certan of our financial ability to supply the temporary workers who are essental to ther
business

For the first tme since the flotation In 2004 we had no net debt at the year end At 31 December 2012 Net Debt was £4 6m
and this became Net Cash of £4 9m at 31 December 2013 This improvement was achieved through continued profitable
trading and a concentration on reducing Debtor Days, which were 31 at 31 December 2013 (2012 34)

QOperational Review

Recrutment Services

Our recruitment operations continued to make progress during 2013 despite the UK economy remaiming broadly flat Whulst
much has been made of the upturn In key economic Indicators, many of our customers continued to experience at best a
modest recovery, particularly in the retaul sector Demand from many individual customers in the run up to Chrnistmas 2013
was subdued, albert peaking to record levels for the Group as a whole dunng December

There continue to be opportunities for us tO grow In our core business, both organically with existing and new customer
wins as well as by making strategic acgquisihons We contnue to assess many bolt-on acquisition opportunities, but
completed only one acquisthon in this period, that of Magna Staff n December 2013 Magna i1s a specialist recruitment
business with two separate dvisions providing Dnving and Industnal staffing services wath an established regionat footprint
across the Midiands

Following the acquisibon of Select Appontments at the end of 20i2 we have spent 2013 improving systems and the
operating environment for our franchisees With a new operatons manual, new branding and market offering as well as a
recently launched website we are now in a positton to drive signrficant growth to the business Qur team 1s actively looking
to recruit new franchisees who currently work in the industry in management roles but wish to significantly increase their
potential earnings by opening ther own busness with the benefit of a well-known brand and support We have reduced
the inubial Franchise fee by one third to £24,750 and have also introduced in the London area a new ‘Select Light' franchise
package, which allows an indwdual to start their own branded recrutment business from home with an mitial investment
of £10,000

As part of our stated growth strategy, we have opened a number of new divisions including Driving+, Ireland, Resourcing+,
Staffine Agniculture and Staffline Business Services during the penod and the iminial start-up costs incurred have meant that
in aggregate the Recrutment segment suffered a slight recduction in profitability dunng the period We fully expect profit
growth to return during the 2014 finanoal year and belove significant opportunittes exist in all these operating divisicns




Combined Chairman’s and Chief Executive’s statement (continued)
For the year ended 31 December 2013

Welfare to Work and Tramning

The contract we hold for HM Government's Work Programme in Brrmingham, Solhull and the Black Country has now
entered the third year of its five year term Figures released in June 2013 by the Department of Work and Pensions ('DWP*)
confirmed that our contract was, 1in year two, the hughest performing area out of the 40 providers covering the UK This
contract has now reached the point where the imtial consumption of working capital 1s completed and the business has
started to contribute positive levels of cash flow to the Group We expect this contract to be cash positive for its remaining
term and were extremely encouraged by our performance n 2013

The two Eurcpean Social Fund contracts we were awarded in October 2011 have also historically been a significant drain
on our working capital, however recent changes in the way referrals and payments are made means that these contracts
will bocome cash positive 1 2044

Qur trairing business, Elpis, was for the first time included in the Welfare to Work offenng during the penod and this has
resulted n sigmficant growth of revenues for thus business which we expect to lead to greater profitability in 2014

Market Overview

Gangmaster Licencing Authority (‘GLA’)

We remain convinced that the GLA has done much to improve standards and drive many sub-standard operators out of
the regulated sector Recent changes in the semor management of the GLA have significantly improved the organisation's
effectiveness, uncovering and stopping some of the unacceptable abuse of people being trafficked from Eastern Europe

There s much more work to be done in this area and we support the widening of the GLA s scope of actvity to encompass
at teast the Construction, Care and Hospitalty Sectors

Marshall Evans, who was Operatons Director untit 25 February 2013, continues to be a member of the Board of Directors
of the GLA as well as being a member of the Recrutment and Employment Confederation (REC) Council and Chairman of
its Policy Committee Andy Hogarth also sits on the Board of the Association of Labour Providers and Diane Martyn is a
member of the REC Council These roles allow us to understand and have a say in future industry trends and Government
policy

PAYE and Travel and Subsistence Schemes

We are greatly encouraged by the recent action taken by the GLA which has resulted in two umbrella companies being
unable to trade In the regulated sector, and also by HMRC which closed down one of the largest umbrella operators in the
industrial sector

We have also seen specific action by HM Treasury with new legislation effective from April 2014 which will prevent workers
from being pay rolled offshore and therefore avoiding the cost of Employers National Insurance The recent Autumn
Staternent by the Chancellor has also set out his objective of stopping the use of bogus self-employment to avord Employers
National Insurance contributions Whilst during the year we lost a small nummber of clents to competitors operating these
and other tax avoidance schemes we also won new and returning business from customers who are realising the potential
abiities they face If they allow ther supplier to use these schemes unscrupulously The heightened media interest around
exploitative tax avoidance schemes has resulted in chents becorming more adverse to the potental reputational nsk to ther
businesses if they are seen to profit from the schemes

There has also been an increase n actwty by HMRC in guestioning the way schemes have been set up, particularly with
regard to the types of employment contracts used

The environment of governance and compliance offered by Staffine continues to underpin our service offering and ensures
that we offer our customers the comfort of regulatory compliance helping to ensure the protection of their brand

Health & Safety

We continue to work as efficiently and as safely as possible and external mdependent audits are regularly undertaken to
reinforce our Health and Safety culture Total hours worked are up 7% for this period in companson to last year and we are
pleased to report a significant decrease in the accident frequency rate for the periaod

Environmental Policy

Staffine’s recent policy 1s to Identify and then reduce excessive paper usage Staffine has imtroduced an onhine application
process which will significantly reduce the need for paper based application forms, thereby reducing our paper usage
There have been over 3,000 registrations onhne In the 1ast few months In addition, the use of email payslips remains at
over 88% These steps are very encouraging as we further reduce our carbon footprint whilst continuing to grow

People
The Group continues to expand which 1s reflected in an increase to 519 employees in the Recruitment Services segment
in addition a further 298 people are now employed by Eos, bringing the Croup s total workforce to 817




Combined Chairman’s and Chief Executive’s statement (continued)
for the year ended 31 December 2013

Developing people has conbtnued to be an /mportant focus for the Staffine Group In 2013 18 employees successfully
passed ther Certificate in Recruitment practice Business delivery and improvement traning has resulted in 20 employees
attending ‘Delight the Customer’ training, 12 employees completing a business wnting course and 18 employees attending
the six month Real Account Management programme

Leadership and Management development remains cnbcal to supporting Staffine Group’s growth and performance
objectives Our residentral management development programme has delvered Leadership and self-awareness training
along with Coaching and Motvating a Winning Team with further programrnes booked n for later n 2014  Addibonal
modules in a range of key competencies ncluding customer care have been delivered successfully and will continue
throughout 2014

A training and change management inibative was launched in 2013 for our shared services functions This will continue 1o
develop and delwer throughout 2014

We continue to place great emphasis on the traning and development of our people 1n ne with our vision and values

Complance

We take compliance with legisiaton and industry standards extremely seriously, oferng a total commitment to all of our
chents to ensure that all of our workerg, whether or not supplied in to the regulated sector, are recruited and suppled to
the standards required by the Gangrnaster Licencing Authority This total commitrment gives our chents the assurance that
all UK ethical and legal standards are fully met We operate a confidential helphne for our workers to report any concerms
and conduct regular surveys to ensure we are achieving owr own high standards

Board Membership

As we reported in the results for the first half of the year Tim Jackson, Shaun Brittain and Marshall Evans have all resigned
thew positions on the board, Tim 1o pursue an opportunity In the chartable sector, Shaun to take up his positon as joint MO
of Staffine Recrutment tid and Marshall to reduce his working hours while remaming with the Group 1n a part-time
capacity We would ke to thank each of them for their tireless support and dedication to the Group

Diane Martyn, previously CEO of Randstad Staffing In the UK, moved from a role as non-executive director of the Group to
Group Managing Director with effect from 25 February 2043

Phil Ledgard ACA joined Staffine as Group Finance Director with effect from 9 October Phil worked for G4S for 10 years
prior to jomung Staffine, his tast role being FD of the £250m Facilihes Management dwvision of G4S Phil ganed his
accountancy qualficaton with PwC and has a BA in Accounting and Financial Analysis from Warwick Business School

Finally, Nick Keegan, who joined Staffine in December 2004, has confirmed his intention to resign from his Non-Executive
role on the Board with effect from the 2014 AGM having served for over 9 years since our flotation 1n 2004 We are currently
in the process to recruit two new Independent Directors at least one of whom we expect to be n a positon to replace
Nick at the tme of the AGM

fnvestment

As part of our five year growth plan we have invested significant sums in both new divisions and new contracts We are
confident that these divisions will develop in the coming years and contnbute to driving profit growth As part of our
strategic plans we have continued to invest in ocur bespoke management information system, Infinity+, which will further
improve our operating efficiency All of the Group's locations are now live with Infinity+ and we are already deriving a wide
range of benefits from it The new system will prowde the platform for further development that will deliver greater
efficiencies across the business

We are currently conducting a review of our shared services facility based in Nottingham with the aim of ensuring we have
the capability to sustain a £1bn turnover business in the coming years

Growth strategy

We have now finished the first year of our new five year strategic growth plan aimed at broaderning our market reach and
increasing the scale of all of our dwisions This plan seeks to buld on our strong market presence in blue collar recrutment
and has seen Group nvestment in Driving, expansion into Ireland, Resourcing, Agriculture and the replication of our
successiul Onsite model within the Business Services recruitment arena

We see significant opportunities to increase our market presence within Welfare to Work having already improved the
operabonal performance of Eos i a relatively short period of ime  All the major political parties are committed to supportng
the Work Prograrmme and our continuing strong performance on this contract leaves us confident we can add to our
existing operations over the coming years




Combined Chairman’s and Chief Executive’s statement (continued)
For the year ended 3t December 2013

Current Trading

We have started 2014 strongly, with a pipeline of confirmed customer orders which means we expect to open a number
of new OnSiles in the first three months The majornity of the new divisions are also in advanced discussions with potenbat
customers and we are confident that they will start to make a positive contribution to Group profitability in 2014 We are
also well placed to win further contracts m our Welfare business

It s against this backdrop that the Board remains confident that the current financial year will continue to generate exciting
and significant growth for the Group

Finaily and as an expression of our confidence i the Group s current trading prospects, the Directors propose to increase
the final dvidend by 24 0% from 5p to B 2p This dividend will be payable on 4 July 2014 to shareholders on the register at
6 June 2014 The ex-dividend date s 4 June 2014 This will result In a total dividend for the year of 10 Op per share, an
increase of 23 5% on last year s dividend of 8 1p

John Crabtree OBE
Chairman

Andy Hogarth
Chief Executve
29 January 2014




Finance Director’s statement
For the year ended 31 December 2013

Financial Highlights

Total revenue for the year ncreased by 13 4% to £416 2m (2012 £367 0m) reflecting ancther year of increasing demand
for our services from existing customers, new business wins and acquisitions In 2012 and 2013, and wnportantly ncludes
£4m of revenue from new business sub-divisions Excluding the effect of acquisitions, organic growth In 20013 was 8 6%
(2012 23 4%)

We have increased our overall gross margin to 10 1% (2012 9 5%) This includes the increasingly signficant proportion of
our Group results that the higher margin Welfare and Training business segment comprses

Profit from operabions remamns at £8 9rn {2012 £8 9m) This figure includes significant non-cash charges for share based
payment charges (SBPC) and for amorhsation of acquired intangible assets The key performance indicator that the Board
of Directors momtors dunng the year s profit before taxabon and before SBPC and amortisation (Underlying PBTA)
Finance charges are ncluded n this measure

Underlying PBTA grew to £12 5m (2012 £10 7m) and underlying PBTA% of revenue grew to 3 0% (2012 2 9%} This reflects
effechve cost control across the Group and 1s a step forward towards our long term financial strategic aspiratons

Durning 2013 the share price of the Group has increased signihcanty and tus in turn has given rise to a matenaly higher
non-cash charge for SBPC of £2 2m (2072 £0 4m) Thre charge for amortisation of intangible accets bas remaned constant
at £1 8rm Whilst the non-cash charge for SBPC and armorusation are wmportant, this KPi belter reflects the underlying
trading performance of the Group and removes the significant impact of charges which do not reflect short term operational
success

Revenue Recognition

As the debate contnues surrounding the evolution of international revenue recognion accounting standards, it 15
appropnate to assist with the understanding of our financial results to comment on the Group's revenue
recognition polcies

The majority (95%) of our revenue 1s generated from the provision of temporary contractors

This revenue 1s recognised at the end of the completed working week based on client confrmed hours worked mutipled
by the contracted rate

The cther key segment for reporting 1s that of our welfare to work and training division and in 2013 this represented 5% of
ncome

The great majonty of income from the provision of welfare to work services 1s recognised when the company performs its
services, thereby meeting its obhgations under the relevant contracts Under the terms of the contract with the DWP, the
Welfare to Work segment receves income {cash) when certan contractual milestones are met as each customer passes
through the programme

Whist we await the formal release of an updated Revenue Recognition standard under IFRS, we are keeping the proposals
under review and do not currently anticipate an impact on our revenue resulis as currently reported

Earnings per Share
Basic earnings per share increased by 12% to 33 3p (2012 29 7p) and the diuted earnings per share ncreased by 15% o
A3 1p (2012 28 7p)

Removing the non-cash charges for SBPC and goodwill amortisation {(and ther respective taxation impacts) results in an
undertying earrungs per share (basic) increase of 22% to 46 1p (2012 37 9p) and a diluted underlying earnings per share
increase of 25% to 45 8p (2012 36 7p)

Acquisihons

The Group continues to actively momtor and research acquisition targets across our business sectors Good quality
acquisition opportunities that met our strategic requrements were imited during 2013 though we completed one acquisition
for consideration of £0 7m This amount 15 comprised of £0 3m cash paid at completion, and further consideration of
£0 4m, £0 2m of which s dependent on future profitability In addition payments of £2 5m have been made during the year
representing deferred and contingent consideration from pnor year's acqusitions All acquisihon related payments have
been funded from cash generated during the year

Balance Sheet, Cash Generation and Financing
The Group balance sheet has strengthened during the year with net current assets rising by £7 Om to £18 6m (2012
£11 6m) and a strengthened ratio of current assets to current habilihes of 1 34 (2012 1 23)




Finance Director’s statement (continued)
For the year ended 31 December 2013

It 1s pleasing to note that as an indicator of our quality of earnings, free cash flow as a percentage of our underiying PBITA
15 146 4% Free cash flow (‘FCF') 1s defined as cash generated from operating actvibes before financing, taxabon and
acquisitions This result of 148 4% 1s unusually huigh in 2013 and partly reflects the lower figure of 75 9% relating to 2012
(FCF% across both 2012 and 2013 being 110 4%} The average since 2010 15 84 7% and looking ahead into 2014 we
anticipate free cash flow to be closer to this average as we invest Iin our growth and supporting infrastructure

Post tax cash generaton during the year has been strong and the focus on credit control has succeeded in imiting our
working caprtal to1 7% of revenue (2012 2 4%) At 31 December 2013 the Group was In a strong net cash position of £4 9m
(2012 net debt of £4 6m)

The Group continues to be focused on cash generation and ensuring a robust balance sheet to support the growth of the
business MNet tangble assets (being net assets less intangble assets) have increased to £10 Bm (2012 £5 8m)

The Group continues to operate on stable fevels of working capital borrowing during its monthly and annual financial cycles
As a result finance charges remain low at £0 4m for the year (2012 £0 4m)

The Group's current bank faciibes continue to include a revohing credit facility of up to £7 5m and an overdraft of up to
£15 0m Al borrowing tacity covenant obligatons have peen comfortably met throughout the year [he interest rates on
our overdraft facity remain uncharged durng the year, at 29 ove- bank base rate and the Revolvirg Credit Faciity
remained at 2 2% over LIBOR The overdraft facility 1s renewable annually with renewal set for February 2014 the bank has
confirmed ther wilingness to continue to provide such facihilies on similar terms to last year The Board believes that these
facilhities will ensure that the Group has sufficient headroom to manage the current operations as well as supporting the
contnuad growth of the business

Phil Ledgard
Finance Director
29 January 2014




Strategic Report
For the year ended 31 December 2013

A detaled review of the actwities of the Group, including financial and non-financal key performance indicators can be
found in the Charrman, Chief Executive and Finance Director s statements

Overview of strategy

2013 1s the first year of the Group's pubiicly stated mid-term target of ‘Burst the Billon’ In order to achieve that target, a
number of new sub-divisions were opened 2012 was therefore a year of investing in people and infrastructure and the
Drrectors are confident that the Group s on track to achieve 1ts target of ‘Burst the Bilhon' by 2017

Recrutment Services contnues its growth from previous years, with (netj 15 new OnSites helping to coninbute 1o 2 10%
growth in gross profit in the year Investment in new sub-divisions and perscnnel, as mentoned above, has resulted in
operating profit (before amortisation and share based payment charges) declining by 5%

within the Welfare to Work and Training segment the Group 1s now 1n year three of the five year contract with the
Department of Work and Pensions Revenue i1s earned on the contract at three different stages during the programme and
as time goes by and the number of entrants into the program increases, more profit 1s generated on the contract This has
resulted in the segment operating profit (before amortisaton and share based payment charges) increasing from £0 7m
to £3m As the contract contnues we expect similar levels of profitability

Tre Group cortnued its strategy of acquinng businesses that either grow the core busimess or give the Group access to
new custormers, wiich resulted in the purchase of Magna Staff in December The Group continues to rewview acquisition
opportunities gomg forward

Principal nsks

® Because of the industries in which the Group speciaises, principally food processing, the Directors cons:der the Group
to be relatively less affected than others in the recrutment sector during a general economic downturn However, this
sector 15 subject to great change and consolidation as the buying power of major retalers continues to drive the need
for ratonahsation and greater economies of scale We are at nsk f our clients lose business in this process We
continue to counter this risk by expanding our client base and can expect to gan as much business as we lose f we
have a wide enough spread of clents

® Because we allow credit to our clents we are at risk If one of them runs inte financial dfficultes and 1s unable to pay
their outstanding debt To minimise the rnisks we monitor chent payment patterns subscribe to a monitoring service and
employ pro-active credit cantrol systems Teo date these actions have been successful and the total bad debt charge
to the Group in the last three years, excluding VAT, has been £170,000 on sales of £1,071,000,000, equating to 0 02%
of sales

® Interms of our welfare to work segment (Eos) our key nsk s that we will be unable to find jobs for jobseekers and/or
having found jobs we are unable to keep those workers in place Gwen our other business segment, recrutment
servces we are ideally placed to find suttable jobs This, coupted with Eos’s unique tallored approach to help unemployed
people back Into sustainable employment, through a combination of intensive job search support, comprehensive
vacancy matching services, real work experence, skills development and in-work support should mitigate the nsk of
faling to keep jobseekers in work The fact that Eos has only one customer, the Government, is alsc a nsk However,
this i1s somewhat mibgated by the fact that Eos now has a number of different Government contracts In addition,
experience shows that a change in Government policy (and therefore contract terms) would not necessarily have an
adverse impact and there are only a imited nurmber of providers who meet the crnterna to secure these contracts

® We face the nsk that one of our members of staff may deliberately by-pass the procedures set up which ensure we
fully comply with all legislative requirements Althcugh we have put robust checks and audit procedures in place that
should detect such acts there 1s a reputational and financial nsk to the business should someone deliberately choose
to do this

® Maor falure of IT systems The Group has a robust Disaster Recovery plan in place in the event of a major internat falure
of our IT systems However as our business grows we become ever more reliant on third party telecommumication and
other providers, including BT, BACS and Weston Telecom We have put back-up and alternative solubons in place but
there 1s still a nsk a mayor fallure by any of these suppliers would prove very disruptive

® Compettion The Group operates in the recrutment services sector where there are a significant number of competitors
and barners to entry are relatively low To counter the threat of competitors seeking to win business from us the Group
aims to build strong long term relationships with 1its customers through excellent service levels and through its ngorous
selection and checking procedures which ensure that all contractors provided by the Group are fully comphant with the
legal requirements




Strategic Report (continued)
For the year ended 31 December 2013

Acquisiions The Group has made a number of acquisiions over the past four years Significant legal, commercial and
financial due dilgence 1s undertaken on each acquisiion before completton in iine with its size and complexty Post-
acquisiton, the integration into the Staffline procedures and systems is managed by the acquisiton tearmn There 1S a nsk,
post-acqguisitton, that an issue with a customer, contract or staff member may impact the value of the acquisition

Uncertamties

The recovery of the UK from recession may impact the Group it both positive and negative ways The core business
model, with its emphasis on the food-production sector 1s considered relatively defensive as food consumpton in the
home should not be significantly impacted The recovery may provide some opportunihes if chents seek to use
temporary staff in leu of replacing permanent employees

Onercus charges in the regulatory framensork, doiven by potential Eurgpean or UK legis'ahior, could lead to greatly
increased employment costs which rmight lead to a reducthon in demand for our temporary workers

8Y ORDER OF THE BOARD

P Ledgard

.

Company Secretary
29 January 2014
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Report of the Directors
For the year ended 31 December 2013

The Directors present thewr annual report together with the audited financial statements for the year ended
31 December 2013

A detaled review of the actwvities of the Group, Including financial and non-financial key performance mdicators, can be
found in the Charman, Chief Executive and Finance Director’s statements

Aninternm dvidend of £856,541 {3 8p per share) was paud during the year (2012 £670,120, 3 1p per share) The Directors
have proposed a final dividend of £1,592,628 (6 2p per share)} (2012 £1,081 566 5 Op per share) to be paid on 4 July 2014,
to shareheciders registered on 30 June 2014 This has not been included within creditors as it was not formally approved
before the year ond

Directors
The Directors who held office during the year were as follows

A Hogarth

M Evans (resigned 21 February 2013)
N Keegan

J Crablree OBE

T Jackson (resigned 31 July 2013

P Ledgard (appointed 3 November 2013)
D Martyn

S Bnttan {resigned 21 February 2043}

Employee Involvernont

Employees are kept aware of developments within the Group by regular bricfings These include presentabions by subsidiary
management covenng ther future budgets Employee involvement with the financial performance of the Group 1s further
encouraged by the share option scheme However, as the number of employees now exceeds 250 the qualification critena
for an EMI scherme are ne longer met so no further options can be 1ssued under this scheme

Disabled persons

It 13 the Group’s policy to give full and far considerathon to sutable applications for employment from disabled persons
Once employed disabled persons receive equal opportunities for traming, career development and promotion Opportuntties
exist for ermployees of the Group who become disabled 1o continue therr employment or to be trained for other positions
within the Group

Substantial shareholdings
The interests in excess of 3% of the 1ssued ordinary share capital of the Company which have been notified as at
31 December 2013 were as foliows

Ordinary Percentage
shares of of ordinary

10p each shares

Number Y%

Schroder Investment Management 3,050,000 12 81
Octopus Investments 2,724,507 1t 44
Legal and General Investment 1,755,461 7 37
Directors of the company 1,621,129 6 &1
Investec Asset Management 1,655,000 653
Hargreave Hale — Stockbrokers 1,288,500 54
Invesco Perpetual 1,190,441 5 00
Standard Life Investments 1,120,061 470
ISIS Equity Partners 1,117,634 4 69
Generah Portfolio Management 840,984 353
JP Morgan Asset Management 833,914 3 50

The shareholding for A J Hogarth excludes shares held under the Company's Joint Share Ownership Plan (JSOP) in which he
15 a beneficial co-owner of shares Details of such shareholdings are given in the Report on Directors’ remuneration

During the year, as part of the JSOP, a further 1,880,000 shares were 1ssued to the Employee Benefit Trust for £8,054,350,
this represents 7% of the 1ssued share capital of the company







Report of the Directors {continued)
For the year ended 31 December 2013

Financial nsk management objectives and policies

The Group s exposed to a vanety of financiail nsks which result from both its operating and investing actvities The Group's
rnisk management 1s coordinated at its headquarters, in close co-operation with the Board of Directors, and focuses on
actively securing the Group s short to medium term cash flows

The Group does not actvely engage in the trading of financial assets for speculative purposes The most signuficant
financial nsks to which, n the opirion of the Drrectors, the Group 15 exposed are described below

Credit nsk

Generally, the maximuim credit nsk exposure of financial assets is the carrying amount of the financial assets as shown on
the face of the balance sheet (or in the detaled analysis provided in the notes to the financial statements) Credit nisk,
therefore s only disclosed in circumstances where the maximum potental loss differs significantty from the financai
asset s carrying arnount

The Group’s trade and other recewables are actively monitored to avord significant concentrabons of credit nsk

The Group has adopted a polcy of carefully monitoring all customers, in particular those who lack an appropriate
credit history

Liguidity nsk

The Group seeks to rmanage financial nsks to ensure sufficient iquidity 1s availlable to meet foreseeable needs and to invest
cash assets safely and profitably The Group had gross cash of £12,480,000 at 31 December 2013 (2012 £3,618,000) but
there are substanbal fluctuatrons within the year Short term flexibiity 15 ach eved by means of a bank overdraft facility of
up to £15,000,000 and a revolving credit facility (RCF) of up to £7,500,000 The bank has indicated ts intention to renew
the facilities on similar terms in February 2014

Interest rate rnsk

All financial habiibes of the Group owed to the Group s bankers are subject to floating nterest rates Competitive rates
have been negotiated with the Group's bankers and the rate paid on term bank loans has been set at 1 5% above base
rate (2012 1% above base rate) The rate pad on the RCF s 2 2% above LIBOR plus a non-utiisatton fee of 0 88%

Details of the key nsks impacting on the Group are included in the Corporate Governance statement

Directors’ Responsibiitres Statement
The Directors are responsible for prepanng the Directors’ Report and the consohdated financial statements 1n actordance
with apphcable law and regulations

Company iaw requires the Directors to prepare finanoal statements for each financial year Under that law the Directors
have to prepare the financial statements in accordance with International Financial Reporting Standards (IFRSs) as adopted
by the European Unton Under company law the Directors must not approve the financial statements unless they are
satisfied that they give a true and farr view of the state of affars and profit or loss of the Group for that penod In prepanng
these financial statements, the Directors are required te

® seiect suitable accounting policies and then apply them consistently,

® make judgments and accounting estimates that are reasonable and prudent,

® state whether applicable IFRSs have been followed, subject to any matenal departures disclosed and explaned in the
financial statements, and

® prepare the financial statements on the going concern basis unless it 1s nappropriate to presume that the Group will
continue in business

The Directors are responsible for keeping adequate accounting recerds that are sufficient to show and explain the Group's
transactions and disclose with reasonable accuracy at any bme the financial position of the Group and enable them to
ensure that the financial statements comply with the Companies Act 2006 They are also responsibte for safeguarding the
assets of the Group and hence for taking reasonable steps for the prevention and detection of fraud and other rregulantes

The Directors confirm that

& so far as each Director 1s aware, there 1s no relevant audit infformation of which the Company’s auditor 1s unaware, and
® the Directors have taken all steps that they ought to have taken as Directors in order to make themselves aware of any
relevant audit information and to establish that the auditors are aware of that information

The Directors are responsible for the maintenance and integrity of the corporate and financial information included on the
Company’s website Legisiation in the United Kingdom governing the preparation and dissemination of financial statements
may differ from legislation in other urisdictions

ha
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Report of the Directors (continued)
For the year ended 31 December 2013

Auchtors
The audit partner has served in that capacity for five years, which 1s the penod normally recommended to ensure
independence, but 1s subject to Audit Committee discretion to extend for a further year

The Audit Committee has determined that following recent Board changes, it 1s in the best interest of audit qualty that the
current audn partner should continue in his role for a further year The Audit Committee 1s satisfied that by the apphcation
of safequards, the extension does not undermine the objectivity and independence of the auditor Grant Thornton UK LLP
has agreed to this extension which will bring the total penod served by the audit engagement partner to s1x years

Grant Thornton UK LLP offer themselves for reappomntment as auditors in accordance with sechion 489 of the Companies
Act 2006

BY ORDER OF THE BOARD

P Ledgard

Company Secretary
29 January 2014
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Corporate governance statement
For the year ended 31 December 2013

Statement by the Directors on comphance with the provisions of the UK Corporate Governance Code (the Code)

As a company hsted an the Alternative Investment Market of the London Stock Exchange Staffine Group plc s not
required to comply with the full requirements of the UK Corporate Governance Code We do not therefore comply with the
UK Corporate Governance Code However, we have reported on our Corporate Governance arrangements by drawing
upon best practice avalable, ncluding those aspects of the UK Corporate Governance Code we consider relevant to the
company and best practice Due to the size of the Group the number of non-executive Directors s currently less than the
number of executive Directors The Group supports the concept of an effective Board leading and controling the Group
and a bnef outine of the role of the Board and its committees together with the Group’s systems of internal finangial
control which the Board wili continue to keep under review, 1s given bejow

The Board

The Board currently comprises the Non-Executive Chairman, the Chief Executive, the Group Managing Director, the
Finance Director and one Non-Executve Director Biographies of the Directors appear below inclucing who sits on which
committee {A = Audit Committee, R = Remunerabon Committee, N = Nominatons Committee) The Non-Executwve
Directors, although having small shareholdings m the Company, are considered by the Board to be independent

John Crabtree OBE - Non-Executive Chairman (A R, N)

Jehn Crabtree joned the Soard on 1 March 2005 as a Moa-Exgcutng Drector and Chairman of the Remuncrabon
Committee He was apponted Chawrman n 2011 John was the semior partner of Wragge & Co the Birmingham based
corporate law firm and whilst in this roie John was responsible for the firm s evolution inte a practice with 100 partners and
a turnover of £75m John has a number of business interests including being Non-Executive Chairman of Real Estate
Investors ple, SLR Holdings Limited, Birmingham Hippodrome Theatre Trust, TruckEast Lid and the charity Sense

Andy Hogarth — Chuef Executive (N)

Andy has held senior roles in a wide range of businesses including retal, support services, healthcare, hospitality and
construction As Finance Director he led the MBO and subsequent trade sale in 2002 of Pipeline Constructors Group, a
£100m utilty services business He 1s currently CEQ of Staffine Group plc, sits on the board of an elderly care charity and
1s a Director of Hogarths Hotel, a boutique hotel In Solhull He 1s a Fellow of the Associaton of Chartered Certfied
Accountants (FCCA) as well as a Master Practitoner of Neuro-Linguistic Programming (NLP) and a Certfied NLP coach
He jomed Staffine in 2002 as Finance Director, becorming Managing Oirector in 2005 and was appomnted Chief Executive n
2009

Philip Ledgard - Finance Director (N)

Phil Ledgard ACA joined Staffline as Group Finance Director with effect from 9 October 2013 Phil worked for G4S for 10
years prior to joning Staffine, his last role being FD of the £250m Facilities Management division of G4S Phil gained his
accountancy qualfication with PwC and has a BA in Accounting and Financial Analysis frorm Warwick Business School

Nicholas Keegan - Non-Executive Director (A, R, N)

Nicholas 1s a qualfied Chartered Accountant, who after spending 10 years in nvestment banking was Finance Director of
a number of quoted and unquoted West Midlands companies, including Newman Tonks Group pl¢ and Frederick Cooper
plc He was from 2005 until 2009 Chief Financial Officer of CompAir Holdings Limited, a venture capital backed international
manufacturing business He was a Non-Executive Director of Interserve plc from 2003 untl 2009 He i1s currently the
Finance Director of Egbert Taylor Group Limited and Honorary Treasurer of the chanty Sense He joined Staffline in
Novermnber 2004 and 1s Charman of the Audit Committee

Diane Martyn -~ Group Managing Director

Diane Martyn was untl 2011 CEO of Randstad Staffing in the UK, part of one of the ieading human resources services
providers in the world, where she was responsible for the merger of Select Appointments plc and Randstad in 2008 She
has over 20 years of experence in the staffing industry where she has held senior management roles, including Chief
Executive Officer of Select Appontments plc and Managing Director of Blue Arrow Diane joined the Board of Staffiine on
13 February 2012 as 2 Non-Executive Director and was appomted Group Managing Director on 25 February 2013







Corporate governance statement (continued)
For the year ended 31 December 2013

Relations with shareholders

The Company values the views of its shareholders and recognises their interest n the Group’s strategy and perforrnance
The Annual General Meeting i1s used to communicate with all investors and they are encouraged {o particpate The
Directors are avaltable to answer questons Separate resolutions are proposed on each issue so that they can be gwen
proper consideration and there s a formal resolution to approve the Annual Report and Accounts

Internal controt

The Board 1s responsible for mamtaning a strong system of internal control to safeguard shareholders' interests and the
Group’s assets and for reviewing s effectiveness The systemn of internal financial control 1s designed to provide reasonable,
but not absoclute, assurance agamnst matenal misstatement or loss

The Remuneration Committee, chawred by John Crabtree has met three tmes during the year it 1s responsible for
determuming the level of remuneration to be paud to the Executive Directors A separate report on remuneration follows

The Nerminations Committee, chawed by John Crabtree has met twice dunng the year it s responsible for ensunng that
the balance of the board 1s appropnate to control and direct the business

ihe Audit Committee, chared by Nicholas Keegan, has met three umes auring the year and s responsible tor ensuring that
the financial performance of the Group 1s properly montored andreportod or, as well as meebng the avditors and reviewing
any reports from the audtors regarding accounts and internal control systerms Auditor iIndependence s mantaned
through regular meetings with the Audit Committee with inanagement excluded The Audit Committee 1s responsible for
dentifying and commissioning specific internal control reviews as required

The Group has several mechamsms for ensunng mnternal controls are operating effectively There 1s an independent
compliance audit team responsible for checking legality to work and comphance with relevant standards (e g GLA and
REC) wWithin the payroll team we mantan appropnate levels of on-going tranng to ensure compliance with relevant
legislation and procedures From a financial point of view authonty levels are n place and there 1s regular review of financial
nformation at all management levels nght up to the Board

The Group taslors its approach to ensuring internal controls are operating effectively over new acquisitons —n the majority
of cases the acqurred business 15 integrated into Staffine systems from the outset Operational responsibiity 1s assigned
from day one and the results form part of the usual regular management reporting in special crcumstances acquisttions
continue to be run on separate systems

The Board has considered the need for an internal audit functron but has decided that, given the size and complexity of the
Group does not justify it at present, although it does have the independent compliance audit team referred to above
However, it will keep this decision under annual review The Directors keep a register of risks faced by the business, rating
these risks on a scale of 1 to 5 for both probability and impact These risks have been mitigated to the extent considered
practical and are reviewed regularly The principal nsks and uncertanties facing the Group are included in the Strategic
Report on pages 8 and 9

Going concern

In considenng the on-going funding requirements of the Group, the Directors have prepared detaled cash flow forecasts
extending to the end of January 2015 and these indicate that the Group expects to be able to continue ta operate withuin
its existing bank faclties for the foreseeable future, whilst the faciities are due for renewal in February 2014, the bank has
indicated its wilingness to continue to provide such faciiies on simitar terms to the current year The Group enjoys a strong
warking relabonship with its bank and had undrawn overdraft faciibes of £15m at 31 December 2013 Coupled with a strong
financial performance for the year ended 31 December 2013 and a strong start to 2014 the Drrectors are of the view that it
remamns appropriate for the financial staterments to be prepared on a going concern basis

15
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Report on remuneration
For the year ended 31 December 2013

Remuneraton Committee

The Company has a Remuneraton Committee comprised of John Crabtree, who i1s the Charman, and Nicholas Keegan
Except as sharehclders and Birectors none of the members has any personal financial interest in the Group The Group's
current remunerabion policies are set out below

Policy on Executive Directors’ remunerabion

The Executve Directors’ remuneraton packages are designed to attract, motvate and retain Drrectors of the high calbre
needed to help the Group successfully compete in its market place The Group’s policies are to pay Executive Directors a
salary at market levels for comparable jobs in the sector whilst recogmising the relative size of the Group

The performance management of the Executive Drrectors and key members of senior management and the deterrmination
of ther annual remuneration package 1s undertaken by the Remuneraton Committee No Director plays a part in any
decision aboul s or her own remuneration Executive Directors are perrmitted to accept appointments outside the Group
subject to prior Board approval The remuneration packages for Andy Hogarth, Phil Ledgard and Diane Martyn are
compnsed of a basic salary and a performance refated bonus as well as share-based payment schemes as described
below

The remuneration of the Dwectors, which was all pad by the Group, s detalled in note seven of the notes to the
financial statements

Basic salary

Anindivdual’s basic salary 1s reviewed by the Remuneration Committee each year and when an individuat changes position
or responsbhiity In deciding appropnate love's tho Commttee tokes into account objectve research on comparab'e
companies and general market conditions

Annual bonus

Annual bonuses are awarded at the discretion of the Remuneration Commuttee as an incentive and to reward performance
duning the financial year pursuant to specific performance critena In exercising its discretion the Committee takes nto
account {(amongst other things) performance agamnst budget and performance aganst market expectations The
Committee beleves that mcentive compensation should recogrise the growth and profitabiity of the business which are
tied to the interests of sharehocicers

A total bonus of £105,000 (2012 £103,000) has been accrued In respect of the Executive Directors in recognition of
performance exceeding budget, In Ine with the Executive Bonus Scheme approved by the Remuneration Committee

Directors’ share options
In October 2009, share options were 1ssued to Shaun Bnttain, Marshall Evans, Andy Hogarth, Tim Jackson and two other
senior executives

These share options had a performance condriion based on the increase In reported diluted Earnings per Share of the
Group from the base of 10 7p In December 2008 to the achieved diluted EPS in the year to Decernber 2013 The award was
scaled up to a maximum of 160,000 shares for a doubling of diluted EPS

These share options were fully exercised in the year

Joint Share Ownership Plan
In 2010 the Company established a Joint Share Ownership Plan {JSOP) to provide additional ncentives to senior executives

The JSOP interest runs from the date of the award until 30 June 2015 Durnng this penod the nght to sell the JSOP award
shares 1s not at the discretion of the Directors but instead at the discretion of the Employee Benefit Trust On the eventual
disposal of the shares, the amount received by the Directors 1s calculated based on certain busness performance
conditons The eventual payment to the Directors takes into account fully diluted EPS adjusted for amortisaton of intangibles
and share based payment charge in any financial year up to 2014 (from a rinimum of 24p to a maximum of 42p) and the
share price at the date of disposal

In 2013 the Company established a further JSOP on a similar basis to the 2010 1ssue, but with a range of adjusted EPS of
between 56p and 93 Sp and 50% of the award 15 subject to an addittonal condition that total shareholder return exceeds
the increase in the FTSE AIM All Share Tota! Return Index over the period The JSOP runs untl 30 June 2018

The interests that the Directors acquired in the shares jontly with the Staffine Group plc Employee Benefit Trust are
contaned within note 7 of the notes to the financial statements




Report on remuneration {continued)
For the year ended 31 December 2013

Policy on Non-Executive Directors’ Remuneration

The remuneration of the Non-Executve Directors s determined by the Board and based upon mdependent surveys of fees
paid to Non-Executive Directors of similar companies The Non-Executive Drectors do not recewve any benefits apart from
thewr basic salarnies or fees

Service contracts

Andy Hogarth, Phil Ledgard and Diane Martyn have roling service contracts requiring notice from either party of one year
Nick Keegan and John Crabtree each have contracts terminable on six months’ notice given by either party

There are no contractual termination payments other than as a result of the contractual notice perod

Peonsron arrangements
The Group has a defined contnbukion pension scheme with Scottish Widows for all permanent employees Executive
Orectors are entitled to recewve a contnbution from the Group equivalent to 10% of ther basic salary into this or another
scheme of therr choice

Benefits in kind

Fhe Group provides private medical insurance for Andy Hogarth, Phii Ledgard and Diane Martyn No other benentts in kind
are provided to Directors

17
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Independent auditor’s report to the members of Staffliine Group plc
For the year ended 31 December 2013

We have audited the group financial statements of Staffline Group pic for the year ended 31 December 2013 which comprise
the consolidated staterment of comprehensive income, the consolidated statement of changes In equity, the consohdated
statement of financial position, the consolidated statement of cash flows and the related notes The financial reporting
framework that has been applied in ther preparation 1s applicable law and International Financial Reporing Standards
(IFRSs) as adopted by the European Union

This report 1s made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies
Act 2006 Our audrt 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 responsibiity to anyone other than the company and the company’s members as a body, for our audit
work, for this repert, or for the opimons we have formed

Respective responsibilities of Dwrectors and auditors

As explained more fully in the Directors’ Responsibiliies Statement set out on page 11, the Directors are responsible for the
preparation of the group financial statements and for being satisfied that they give a true and far view Our responsibility 1s
to audit and express an opimon on the group financial staterments 1in accordance with applicable law and International
Standards on Auditing (UK and Ireland) Those standards require us to comply with the Auditing Practices Board's (AFB's)
Etrical Standards for Acditors

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements 1s provided on the Financial Reporting Council's website at
verw fro org uk/apb/scope/private ofm

Opmion on financial statements
In our opinion the group financial statements

® gwve a true and far view of the state of the group's affarrs as at 31 December 2013 and of its profit for the year then
ended,

® have been properly prepared in accordance with IFRSs as adopted by the European Union, and

® have been prepared in accordance with the requirements of the Companies Act 2006

Opmion on other matter prescribed by the Compamies Act 2006
In our opimon the nformation given in the Strategic Report and the Directors’ Report for the financtal year for which the
group financial statements are prepared 1s consistent with the group financial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters

Under the Compamies Act 2006 we are regquired to report to you of, in our opimion

® certan disclosures of Directors’ remuneration specified by law are not made or
® we have not recewved all the information and explanations we require for our audit

Other matter
We have reported separately on the parent company financial statements of Staffline Group ple for the year ended
31 December 2013

Crd Nondor & wf

Dawd Munton

Senior Statutory Auditor

for and on behall of Grant Thornton UK LLP
Statutory Auditor, Chartered Accountants
BIRMINGHAM

Date 29 January 2014
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Consolidated statement of comprehensive income

For the vear ended 31 December 2013

2013
Before 2013
amortisatton  Amortisaton
and share and share
based based
payment payment 2013 2;2
charge charge Total Total
Note £'000 £°000 £’000 £'000
Contnuing operatons
Sales revenue 4 416,193 - 416,193 366,980
Cost of sales (374 171) - (374.,171) (332 268)
Gross profit 42,022 - a2 022 34,712
Administrative expenses 5 (29,178) - (29,178) (23,600)
Operating profit before amortisation of intangibles
and share based payment charge 12,844 - 12,844 11,112
Administrative expenses -
Share based goymert charge - (2,154) (2,154} (426)
Admunistrative expenses - Amortisation of intangibles - (1,766) (1,766) {1 802)
Profit from operations 12,844 {3,920) 8,924 8,884
Finance costs 6 {360) - (360) (363)
Profit for the period before taxaton 12,484 {3,920) 8,564 8,521
Tax expense 8 (2,243) 1,078 (1,165) (2,111)
Net profit and total comprehensive Income
for the period 10,241 (2,842) 7,399 6,410
Total comprehensive iIncome attnbutable 1o
Non-controlkng interest - (1)
Owners of the parent 7.399 6,41
Earnings per ordinary share 9
Basic 33 3p 297p
Diluted 33 1p 28 7p

The accompanying notes form an integral part of these financial statements




Consolidated statement of changes in equity
For the year ended 31 December 2013

Share Totai
Own based Profit attributable Non-

Share shares Share  payment andloss to owners controling Total

capital JSOP  premum reserve account of parent interest eqguity

£'000 £'000 £000 £'000 £'000 £'000 £'000 £'000
At 1 January 2013 2289 (1,157) 15,969 75 22,673 39 849 (40 39 809
Dividends - - - - {1,976) (1,976) - (1,976)
issue of new shares to
JSOP 188 (8,054) 7,866 - - - - -
Share options issued
in equity settled share
based payments - - - 26 - 26 - 26
Share options exercised 92 - 360 {70) 70 452 - 452
Acguisiton of non-
controliing interest - - - - - - 40 40
Transactions with
oWl S 280 (8,054) 8,220 {33) (1,906) (1,498) 40 {1,458)
Profit for the penod - - - - 7,399 7,399 - 7,399
lotal compranensive
income for the penod - - - - 7,399 7,399 - 7,399
At 31 December 2013 2,569 {9,211) 24,195 31 28,166 45,750 - 45,750

Share Total
Own based Profit attnbutable Non-

Share shares Share payment andloss toowners controlling Total

capital JSOP  prermium reserve account of parent nterest equity

£000 £'000 £'000 £'000 £'000 £'000 £°000 £'000
At 1 January 2012 2284 {1 157) 15 928 2292 17 702 34 986 (B7) 34 899
Dnvidends - - - - (1,578) (1,578} - (1,578)
Share options issued
In equity settied share
based payments - - - 32 - 32 - 32
Share options exercised 5 - 4N {(186) 186 46 - 46
Acquisition of non
controlhing nterest - - - - - - 58 58
Transactions with
owners 5 - a1 {154} (1,450) {1,558) 58 {1,500)
Profit for the penod - - - - 6,421 6,421 (11} 6 410
Total comprehensive
income for the penod - - - - 6,421 6,421 (11) 6,410
At 31 December 2012 2,289 (1,157) 15,969 75 22,673 39,849 {(40) 39,809

The accompanying notes form an integral part of these financial statements
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Consolidated statement of financial position

As at 31 December 2013

203 202
Note £'000 £'000
Assels
Non-current assets
Goodwill 10 30,871 30,971
Other intangible assets it 4,005 3,031
Property, plant & equipment 12 2,068 2,343
Deferred tax asset 18 802 140
37,846 36,485
Current
Trade & other recemvables 13 63,090 59 598
Cash and cash equwalents 14 12,485 3,650
75,575 63,248
Total assets 113,421 99,733
Liabihibes
Current
Trade and other payables 15 55,987 46,678
Borrowings 16 62 678
Other current habiities 17 583 2,928
Current tax labihties 351 1325
56,993 51,609
Non-current
Borrowmgs 16 7.500 7.556
Cther non-current hlabiities 17 2,767 70
Deferred tax habilites 18 an 689
Total habities 67,671 59,924
Equity
Share capnal 19 2,569 2289
Own shares (9.211) (1157}
Share premium 24,195 15 969
Share based payment reserve 31 75
Profit & loss account 28,166 22,673
45,750 39,849
Non-controlling interest - (40)
Total equity 45,750 39,809
Total equity & habihlies 113,421 99,733

Director

PN

P Ledgard
Director

The accompanying notes form an integral part of these financial staterments




Consolidated statement of cash flows
For the year ended 31 December 2013

2013 2012
Note £'000 £°000
Net cash inflow from operating activiies 25 17,005 6,843
Cash flows from investing activities
Purchases of property, plant and equipment (737) (543)
Purchase of intangibles (2,040) -
Sale of property, ptant and equipment - 24
Acquisiton of businesses - deferred consideration for prior acquisitions {(2,511) {1,454)
Acquisiton of businesses - deferred consideration for current acquisitions - (i68)
Acquisibon of businesses - cash acqurred - 315
Acguisibon of businesses - cash pad (326} {2,810)
Net cash used in Investing activities (5,614) (4,636)
Cash flows from financing activities.
New loans - 2 500
Loan repayments {645) {1,060)
Interest paid (360) (338)
Dividends pard {1,876) (1,578)
Proceeds from the issue of share capital 452 46
Net cash flows from financing actwvities (2,529) {430)
Net change in cash and cash equivalents 8,862 1,777
Cash and cash eguivalents at beginning of period 3,618 1,841
Cash and cash eqgquivalents at end of period 14 12,480 3,618
Net debt at begnmng of year (4,584) (4,921)
Net change in cash and cash equwalents 8,862 1,777
Decrease in loans 645 1,060
Increase in RCF - {2,500)
Net funds/{debt) at end of perod 4,923 (4,584)

The accompanying notes form an integral part of these financial statements
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Notes to the financial statements
For the year ended 31 December 2013

1 Nature of operations
The principal actvities of Staffine Group plc and its subsidianes (the Group) include the prowision of recruitment and
outsourced human resource services to industry and services in the welfare to work arena

2 General nformation and statement of comphance

Staffine Group plc, a Public Limited Company, 1s incorporated and domiciled in the United Kingdem The Company acts as
the holding company of the Group The registered office and principal place of business of the Group and its subsichary
companies s disclosed on the company details page to these financial statements

The financial statements for the year ended 31 December 2013 (inciuding the comparatives for the year ended 31 December
2012y were approved and authornised for 1ssue by the board of Directors on 29th January 2014

The Group does not have an ultmate controling related party

3 Accounting pohicies
Basis of preparation
The consohdated financial statements are prepared for the 52 weeks ended 29 December 2013

The consolidated financial statements of the Group have been prepared using the signficant accountng pokcies and
measurement bases summansed below, and N accordance with Internattonal Financial Reporting Standards (IFRS) as
adopted by the EQ The financial statements are prepared under the histoncal cost convention except for contingent
consideration and cash settled share options which are measured at fairr value

Separate financial statements of Staffine Group plc (‘the Company') tave beoen preparsd, on pages 46 to 51, under the
historical cost convention and in accordance with UK GAAP

Functonal and presentation currency
The consolidated finanaal statements are presented in sterling, whichis also the functional currency of the parent company

The principal accounting policies of the Group are set out below

Consolidation of subsicianes

The Group financial staterments consolidate those of the parent company and all of its subsidianes as at 31 December 2013

Subsidiaries are all entities over which the Group has the power to control the finrancial and operating policies The Group
obtains and exercises control through voting nghts and presence on the respective boards of its subsidiaries All subsicharies
have a reporting date of 31 December, with all subsidiary accounts prepared for the 52 weeks ended 29 December 2013

Acquired subsidiaries and businesses are subject to the applcaton of the acquisition accountng method This involves the
recognition at far value of all identfiable assets and labiites, including contingent habiities of the subsidiary, at the
acquisition date, regardless of whether or not they were recorded in the finanoial statements of the subsidiary or business
pnor to acquisihon On nitial recognition, the assets and habilites of the subsidiary are included in the consolidated balance
sheet at these far values, which are also used as the bases for subsequent measurement in accordance with the Group
accounting policies

Matenal intra-group balances and transactions, and any unreahised gans or losses ansing from intra-group transactions,
are elminated in preparing the consoldated financial statements

Non-controling interests presented as part of equity, represent the portion of a subsichary's profit or loss and net assets
that s not held by the Group The Group attributes total comprehensive income or loss of subsidiaries between the owners
of the parent and the non-controling interests based on thetr respective ownership interests

Business combinations

The Group apphes the acquisiton method in accounting for business combinations The consideration transferred by the
Group to obtain control of a subsidiary 15 calculated as the sum of the acquisiton-date far value of assets transferred,
liabilities incurred and the equity interests of the Group, which includes the far value of any asset or hability ansing from a
contngent consideration arrangernent Acquisiion costs are expensed as incurred

Goodwill 1s stated after separate recognition of identifiable intangible assets It 1s calculated as the sum of a) farr value of
considerabon transferred b) the recogmised amount of any non-controling interest in the acquiree and c) acquisiton-date
farr value of any existing equity interest in the acquiree, over the acquisihion-date far values of identifiable net assets If the
farr values of identffiable net assets exceed the sum calculated above, the excess amount (| @ gain on a bargain purchase)
15 recognised in profit or loss immediately
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3 Accounting policies {contnued)

Segment reporting

The Group has two matenial operating segments the provision of temporary staff to custemers and the provision of
welfare to work and other traming services Each of these operating segments 15 managed separately as each requires
different technologies, marketing approaches and other resources For managerment purposes, the Group uses the same
measurement policies as those used inits financial statements

The placerment of permanent staff with customers, training and the prowision of outsourced logishcs services ali contribute
less than 10% of the Group’s total revenue, profit and assets Under the defimtions contamed in IFRS 8, the only matenai
geographic area that the Group operates inis the United Kingdom

Revenue recognition

Income from the prowision of temporary contractors s recogrised at the end of the completed working week based on
hours worked multiplhed by the contracted rate, net of rebates Income from permanent placements s recognised when
the candidates start work 1ncome from traning provision s recognised evenly across the pericd of the traning In each
case, revenue is only recogrused when the labour or service has been provided and the Group I1s contractually entitled to
the revenue

Provisions for rebates are accounted for in the same period the related sales are recerded, and are calculated in accordance
with the contractuai arrangements in place

Income from the provision of welfare to work services is recognised at the point the company earns the right to consideration
for services porformed n agreement with contracts and cortraciual obligations Under the terms of the contractvrth the
DWP, the welfare to work segment receves ncome when certan contractual milestones are met as each customer
passes through the programme The segment recognises revenue in the financial statements in ine with when services
are provided and when the milestone outcome can be assessed with reasonable certainty The majonty of ncome 18
receved based upon performance agamst set cntena Where income 1s recerved in advance this 1s imtially held in the
statement of financial position as deferred income and released to the statement of comprehensive iIncome as services
are provided Accrued mncome 18 recogrnised where services have been provided in advance of receipt of income and
based on all available evidence, the company expects to receive payrment in accordance with the contract In spreading
revenue over the perod services are provided, the basis of revenue recognition considers historical expenence and future
expectations in terms of success rates, and takes into account the anticipated length of period over which the services are
ulimately provided

Operating expenses
Operating expenses are recogrised In profit or loss upon utlisahon of the service or at the date of therr origin

Goodwill

Goodwill represents the excess of the far value of the cost of a business acquisition over the Group's share of the farr value
of assets and labihties acquired as at the date of acquisiion Goodwlll 1s tested annually for mparrment and carried at cost
less accumulated mpairment losses

Intangible assets

Assets acquired as part of a business combination

In accordance with IFRS 3 Business Combinations, an intangible asset acqurred in a business combination s deemed to
have a cost to the Group of its far value at the acquisibon date The far value of the intangble asset reflects market
expectations about the probabilty that the future economic benefits ermbodied in the asset will flow to the Group An
mndependent valuation is undertaken in order to assess the farr value of intangible assets acquired in a business combination
The fair value I1s then amortised over the economic Iife of the asset as detaled below Where an intangible asset might be
separable, but only together with a related tangible or intangible asset, the group of assets 15 recogrised as a single asset
separately from goodwill where the individual far values of the assets in the group are not reliably measurable Where the
individual fair values of the complementary assets are reliably measurable, the Group recognises them as a single asset
provided the individual assets have similar useful lives

Customer contracts, customer lists and licences

The farr value of acquired customer contracts, customer sts and licences s capitahsed and, subject toimparment reviews,
amortised over therr estimated lives (estmated to be 2-5 years) The amorhsation s calculated so as to write off their fair
value less therr estimated residual values over their estimated lves An imparment review 1S undertaken when events or
circumstances indicate the carrying amount may not be recoverable
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3 Accounting policies (continued)

Property, plant and egupment

Freehotd land and property, computer equipment and fixtures and fithngs are carned at acquisition cost less subsequent
depreciation and impairment losses Depreciation 1s charged on the cost less estimated residual value, which s assessed
annually, of these assets on a straight line basis over the estimated useful economic ife of each asset

The useful ves of property, plant and egquipment can be summansed as follows

Freehold buldings 50 years straight ine
Computer equipment 3 years straight ne
Fixtures and fitings 3 years straight Iine
Motor vehicles 25% reducing balance

Impairment
Goodwill, other Intangible assets and property, plant and equipment are subject to imparment testing

For the purposes of assessing impairrment, assets are grouped at the lowest levels for which there are separately identifiable
cash flows (cash-generaung units} As a result, some asscts are tested ndwidually for imparrment and some are tosted at
cash-generating urit level Goodwillis allocated to those cash-generating urits that are expected to benefit from synerges
of the related business combination and represent the lowest level within the Group at which management monitors the
related cash flows

Individual intangible assets or cash-generating units that include goodwilt with an mdefinte useful Iife are tested for
imparment at least annuaily All other ndividual assets or cash-generating units are tested 1or imparment whenever events
or changes in circumstances indicate that the carrying ameount may not be recoverable

Anmpairment loss 1s recognised for the amount by which the asset’s or cash-generating unit’s carrying amount exceeds
its recoverable amount The recoverable amount 1s the higher of far value, reflecting market condiions less costs to sell,
and value In use based on an INternal discounted cash flow evaluation Imparment losses recogrised for cash-generating
units, to which goodwill has been allocated, are credited witially to the carrying amount of goodwill Any remamning
impairment loss s charged pro rata to the other assets in the cash generating unit With the exceplion of goodwill, all
assets are subsequently reassessed for indications that an imparment toss previously recognised may ne longer exist

Leases

In accordance with 1AS 17, the economic ownership of a leased asset 1s transfarred to the lessee if the lessee bears
substantially all the risks and rewards related to the ownership of the leased asset The related asset 1s recognised at the
tme of iInception of the lease at the fair value of the leased asset or, if lower, the present value of the lease payments plus
incidental payments, If any, to be borne by the lessee

All other leases are treated as operating leases Payments on operating lease agreements are recogrused as an expense
on a straight-line basis Associated costs, such as maintenance and insurance, are expensed as incurred The Group does
not act as a lessor

In December 2007, the Group completed the purchase, sale and leaseback of a new headguarters bullding for a purchase
price of £1,455,000 and a sale price of £1,727,000, less costs of £101,000, wihich 1s considered by management to be above
far value In accordance with IAS 17 the excess of proceeds over far value was deferred and 1s being amortised over the
remaining lease term (10 years) The subsequent leasing agreement, which has been considered separately for the land
and buldings element, is treated in accordance with the Group’s existing operating lease accounting policy as detaled
above

Taxauon

Current ncome tax assets and/or habilittes comprnse those obligations to, or claims from, fiscal authontes relating to the
current or prior reporting pernod, that are unpaid at the balance sheet date They are calculated according to the tax rates
and tax laws applicable to the fiscal periods to which they relate, based on the taxable profit for the year

Deferred iIncome taxes are calculated using the lability method on temporary differences This nvolves the comparison of
the carrying amounts of assets and kabilibes in the consolidated financial statements with ther respective tax bases
However, in accordance with the rules set out n I1AS 12, no deferred taxes are recognised on the inal recognition of
goodwill This applies also to temporary differences associated with shares in subsidiaries if reversal of these temporary
differences can be controlled by the Group and it is probable that reversal will not occur in the foreseeable future In
addiion, tax losses avallable to be carrned forward as well as other income tax credits to the Group are assessed for
recognition as deferred tax assets
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3 Accounting pohlicies (continued)

Deferred tax labiibes are provided for i full if matenal Deferred tax assets are recognised If it 1s probable that they wli be
able to be offset against future taxable income Deferred tax assets and labidities are calculated, without discounting, at
tax rates that are expected to apply to ther respective period of realisabon, provided they are enacted or substantwvely
enacted at the balance sheet date

Most changes in deferred tax assets or labilhes are recogrised as a component of tax expense n the profit or loss Only
changes in deferred tax assets or habihhes that relate to a change n value of assets or labiities that are charged directly in
other comprehensive income or equity are charged or credited directly to other comprehensive income or equity

Pensions

Pensions to employees are prowded through defined contributions to individual personal pension plans A defined
contaibubion plan s a pension plan under which the Group pays fixed contributions to an independent entity The Group has
no legal or construchve obligations to pay further contribubons after payment of the fixed contnbution

Contributions recognised in respect of personal pension plans are expensed as they fall due Liabiibes and assets may be
recognised If underpayment or prepayment has occurred and are included in current liabilities or current assets as they
are normally of a short term nature

Financial assets
The Group's financial assets inciude cash, trade recewables andd other recewvables

All financial assets are imtially recogrused at fair value, plus transactio~ costs They are subsequent'y ncluded at amortised
cost using the effective interest rate method

Trade receivables are provided against when objective evidence 1s received that the Group will not be able to collect afl
amounts due to it in accordance with the onginal terms of the receivables

Cash and cash equivaients

For the purposes of the cash flow statement, cash and cash equivalents include cash at bank and n hand, overdrafts and
short term highly iguid investments such as bank deposits less advances from banks repayable within three months from
the date of advance

Finanoal hlabiltes

The Group’s financial labilities nclude bank loans, an overdraft facility, trade and other payables, ncluding labhities for
share-based payments, and other labilities, which include deferred and contngent consideration payable i respect of
business acquisitions

Financial habilihes are recognised when the Group becomes a party to the contractual agreements of the instrument All
interest related charges are recognised as an expense in “Finance Cost” mn the statement of comprehensive income

Bank loans are raised for support of long term funding of the Group's operabons They are recognised at proceeds
received, net of direct 1Issue costs Finance charges, including premiums payabte on settlement or redempbon and direct
ISsue costs, are charged to the profit or loss on an accruals basis using the effective interest method and are added to the
carrying amount of the instrument to the extent that they are not settled 1n the penced in which they arise

Trade payables are recognised wtally at ther far value and subsequently measured at amortsed cost less
settlement payments

Dividend distributions to shareholders are included in ‘other short term financial habilibes' when the dividends are approved
by the shareholders’ meeting

Contingent consideration 1s measured at fair value through profit or loss

Other provisions, contingent habilittes and contingent assets

Other provisions are recognised when present cbligations will probably lead to an outflow of economic resources from the
Group and they can be estimated reliably The timing or amount of the outflow may still be uncertan A present obhgation
arises from the presence of a legal or constructive commitment that has resulted from past events, for example, legal
disputes or onerous contracts

Provisions are measured as the estimated expenditure required to settle the present obhgation, based on the most reliable
evidence avalable at the balance sheet date, including the nisks and uncertanties associated with the present obligation
Where there are a number of similar obligations, the Ikelihood that an ocutflow will be required In settlement 1s determined
by considering the class of obligations as a whole In addition, long term provisions are chscounted to therr present values,
where time value of money 1s matenal

All provisions are reviewed at each balance sheet date and adjusted to reflect the current best estimate
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3 Accounting poilicies (continued)

In those cases where the possible outflow of economic resource as a resuit of present obligations 1s considered improbable
or remote, or the amount to be provided for cannot be measured rehably, nc hability 18 recognised in the consolidated
statement of financial position

Probable inflows of economic benefits to the Group that do not yet meet the recognibion cntena of an asset are considered
conbngent assets and therefore not recognised

Equity
An equity wnistrument 1s any contract that evidences a residual interest in the assets of an entty after deducting all of
its habiibes

Share capital 1Is determined using the nominal value of shares that have been issued

Own shares s determined using the nominal value of shares that were 1ssued to the Employee Benefit Trust in relation to
the Joint Share Cwnership Plan (JSOP) This Trust s controlled by the Group and therefore consolidated, resulting in the
‘Own shares’ deducted from eguity

The share premium account represents premums received on the nitial 1Isswng of the share capital Any transaction costs
associated with the issuing of shares are deducted from share premium, net of any related income tax benefits

The share based payment reserve represcnts the value of shares prowvided under share based payment arrangements

The profit and loss account ncludes al! current and pnor penod results as disclesed in the statement of comprehensive
mecome

Share based employee remuneration

All share based payment arrangements are recognised In the consolidated financial statements The Group operates
equity settled and cash settled share based remunerahon plans for remuneration of its employees

Equity settied share based remuneration

All employee services recewed in exchange for the grant of any share based remuneration are measured at thewr far
values These are indrectly determined by reference to the farr value of the share options awarded Their value s appraised
at the grant date and excludes the impact of any non-market vesting conditions (for example profitabitity and sales growth
targets)

All share based remuneration 1s ultimately recogrised as an expense in profit or loss N the staterment of comprehensive
income with a corresponding credit to the share based payment reserve, net of deferred tax where apphcable If vesting
penods or other vesting condittons apply, the expense 1s allocated over the vesting period, based on the best avalable
estmate of the number of share options expected to vest Non-market vesting conditions are mncluded in assumptions
about the number of options that are expected to become exercisable Estimates are subsequently revised, if there s any
indication that the number of share options expected to vest differs from previous estimates No adustment 1s made to
the expense recognised in prior penods if fewer share options ulimately are exercised than onginally estmated

Upon exercise of share options, the proceeds received net of any directly attributable transacton costs up to the nominal
value of the shares issued are allocated to share capital with any excess being recorded as share premium

Cash settled share based remuneration

The Group has issued cash settled share based payments in respect of services provided by key employees The share
based payment s measured at the far value of the kability at the grant date and re-measured at far value of the Lability at
each subsequent balance sheet date A financial hability 1s recognised for the fair value of the share based payments at the
date of the grant and 1s re-measured at the end of each reporting pernod and ai setttement with any changes to the far
value recognised In profit or loss in the statement of comprehensive iIncome

Key sources of estmation uncertamnty

The Group makes estimates and assumptions concerning the future The resulting accounting estmates will, by defirmtion,
seldom equal actual results The estimates and assumptions that have a significant nsk of causing a matenal adjustment
to the carrying amounts of assets and habilibes withuin the next accounting year are as follows

Impairment of goodwill

The annual impairment assessment in respect of goodwill requires estimates of the value-in-use of cash generating units
to which goodwill has been aliocated to be calculated As a result, esimates of future cash flows are required, together
with an approprate discount factor for the purpose of determining the present value of those cash flows The basis of
review of the carrying value of goodwill 1s as detailed in note 10
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Contingent conswderation

As part of the acquisihon process, a forecast is prepared which prajects the financial performance of the business over the
expected earn-out period These forecasts are reviewed and updated based on actual performance Part of the cost of
the acquisition 1s dependent on the trading performance of the acquired business following the transaction The contingent
consideration s based on these estmates of the future performance of the acquired business The contingent consideration
1s classified as a financial hability, measured at far value with any changes in estimated vajue recogrised in profit and loss
N the statement of comprehensive Ncome

Business combmatons

On intial recognibion, the assets and labilities of the acquired business and the corsideratior pa.d for *hem are included in
the consclidated financial statements at therr far values In measurnng farr value, management uses estimates of future
cash flows and discount rates Any subsequent change in these estimates would affect the amount of goodwill f the
change quahfies as a measurement pernod adustment Any other change would be recogrised n profit or loss in the
statement of comprehensive income In the subsequent penod

Critcal judgments in applying the Group's accounting policies
The Directors consider that the only cribical judgement in applyng the accounbrg pelo.cs wheh are described above ¢

Adoption of new or amended IFRS

The Group has neot early adopted the following new standards, amendments or interpretations that have been issued but
are not yet effective The Directors anticipate that the adoplton of these standards will not result in signdicant changes to
the Group's accounting policies The Group has commenced its assessment of the Impact of these standards but it 1s not
yet n a position to state whether these standards would have a matenal mpact on its results of operations and financial
postion

IFRS 10 Consolidated Financial Statements (effective 1 January 2014)

IFRS 11 Joint Arrangements (effective 1 January 2014)

IFRS 12 Disclosure of Interests in Other Entites (effective 1 January 2014)

1AS 27 (Revised), Separate Financial Staternedqts {effective 1 January 2014)

IAS 28 (Rewised), Investments in Associates and Joint Ventures (effective 1 January 2014}

IFRS 9 Financial iInstruments (effective 1 January 2015)

IFRIC 21 Lewies (effective 1 January 2014)

Amendments to IFRS 10, IFRS 11, IFRS 12, IAS 27, 1AS 36 and IAS 39 (effective 1 January 2014)
Amendments to IAS 19 and the annual updates to various other standards (effective 1 July 2014)
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4 Segmental reporting

Management currently identifies two operating segments the prowvision of recrutment and outsourced human resource
services to industry and the prowision of welfare to work and other training services These operaling segments are
monitored by the Group s Board and strategic decisions made on the basis of segment operating resulls In the prior year,
other traning services were included within the recruitment services segment, following an internal reorganisation the
training services were moved under the same management as the welfare to work segment Accordingly the pnor year
segmental analysis has been restated for this change

Segment information for the reporiing penod 1s as follows

Welfare Welfare
Recrutment 10 work Jowal Recruitment to work Total
services and traning Group services and traming Group
2013 2013 23 2012 2012 2012
£000 £'000 £'000 £'000 £°000 £'000

Segment continuing operatons
Sales revenue from external
customers 393 597 22 5926 416 193 352 954 14 026 366 980
Cost of sales (359,563) (14,608) (374,171) (322,017) (10,251)  (332,268)
Segment gross profit 34,034 7,988 42,022 30,937 3,775 34,712
Administrative expenses {23,727} (4,420) (28,147) {20,208} {2,470) (22,678)
Depreciation (491} ({540) {i 031) (360 (5621 {(922)
Segment operating profit before
amortisation of ntangibles and share
based payment charge 9,816 3,028 12,844 10,369 743 ",112
Admimmistraotive expenses - share based
payment charge (2,154) - {2,154) {426) - (426)
Amortisabon of intangibles 1,313) {453) (1,766) {1,349) (453) {1,802)
Segment profit from operations 6,349 2,575 8,924 8,594 290 8,884
Segment assets 99,938 13,483 113,421 9,779 7,954 99,733

During 2013 two customers In the recruitment services segment contributed greater than 10% of the Group's revenues
being 19 2% (E75m) and 11 6% (£45m) of that segment’s revenues {2012 two customers greater than 10%)}), the amounts
recewvable from the two customers at 31 December 2013 were £8 9m and £5 1m respectively The weifare to work and
traiming segment has one large customer that accounts for 94% (€21 2m) of that segment’s revenues (2012 92%), the
amount receivable from that customer was £0 5m

5 Administrative expenses

2013 2012

£'000 £'000

Employee benefits expenses (note 7) 22,723 16,691
Depreciation 1,038 1,015
Other expenses 5,417 5,894

29,178 23,600

Auditors’ remuneration in their capacity as auditors of the parent company 1s £8,000 (2012 £7,000) and in ther capacity
as auditor of subsidiary companies is £69,000 (2012 £60,500) Non-audii remuneration in respect of tax compliance
services totalled £14,550 (2012 £14,550) and n respect of other advice totalled £44,000 (2012 £7,150), the other advice
n the current year relates to tax adwice on the setting up of the JSOP

6 Finance costs

2013 2012
£'000 £'000
Interest payable on bank and other loans and overdraft 360 363
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7 Directors and employees remuneration
Employee benefits expense
Expense recognised for employee benefits 1s analysed below

2013 2012
£'000 £000
Wages and salanes 22,523 17.896
Sccial secunty costs 2,226 1,787
Other pension costs - defined contribution plans 403 305
Share option charge - cash settled 2128 3984
Share option charae - equity settled 26 32
27,306 20,414
Number Number

The average number of persons (including Directors) employed by the Group

durng the year was

— admimstrative staff . 727 632
- sales staff 80 61
807 693

Of the £27,306,000 total employee benefits cost above, £4 583,000 relating to Eos is included in cost of sales and therefore
not reflected in administrative e4penscs n ncle 5 above

Included in cost of sales are termporary workers’ remuneration paid through the termporary payroll of subsidiary companies
as follows

2013 2012

£'000 £°000

Wages and salaries 313,475 300,312
Social security costs 20,218 17,993

333,693 318,305

Number Number
The average number of temporary workers contracted by the Group during the year was 25,293 22,223

Directors’ remuneration
The remuneration of the Directors, which was all pad by Staffine Recrutment Limited, the Company’s wholly owned
subsidiary undertaking, was as follows

Atlogarth M Evans T Jackson S Bnttain D Martyn N Keegan P ledgard J Crabtree  Total

2013 £'000 £'000 £'000 £'000 £'000 £°000 £°000 £'000 £'000
Salary and fees 232 27 89 25 212 35 34 63 77
Bonus 55 - - - 50 - - - 105
Benefits in kind 2 - 1 - 1 - - - 4
Subtotal 289 27 20 25 263 as 34 63 826
Pension

contributions 22 3 8 3 20 - 2 - 58
Total a1 30 a8 28 283 35 36 a3 8BB4

In addition to the above, Tim Jackson recewved a payment of £169,000 in keu of notice Further, the Group incurred an
income statement charge of £1 84m in refation to cash and equity settled share options held by the drectors The total
Is split as follows A Hogarth (£760,000), M Evans (£356,000), S Brittan (£496,000), D Martyn (£31,000) and
P Ledgard ({£1,000)

Dunng the year, drectors and other senior managers of the company exercised 900,000 share options, which gave rise to
an aggregate gain on exercise of £3,495,000
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A Hogarth MEvans TJackson S Bnitan D Martyn N Keegan J Crabtree  Total
2012 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £°000
Salary and fees 192 146 138 138 92 35 62 803
Bonus 45 20 19 19 - - - 103
Benefits in kind 2 2 2 2 - - - 8
Subtotal 239 168 159 159 52 35 62 914
Pension contnbutions 18 13 12 13 5 - - &1
Share-based employee
remuneration 101 51 70 68 - - - 290
Total 358 232 241 240 97 35 62 1,265

Share based employee remuneration

Approved Empioyee Share Option Plan

At 31 December 2013 the Group operated a share based payment scheme (EMI scheme) for certan employees However
as the number of employees now exceeds 250 the qualfication critena for an EMI scheme are no longer met so no further
share options can be 1Issued under the scheme

The share option scheme was available to all full time members of staff, with the exception of the Directors, subject to the
rules of the scheme, the key points of which are as follows,

® only staff with in excess of sx months service are ehgible

the nurniber of options granted s a factor of length of service and current salary,

oplions are exercisabie between two and seven years of beig granted,

except in certain imited circurnstances all options lapse f an employee leaves the Group, and
exercise of optons s not subject to any specific performance crnteria

Performance Related Share Option Plan
The share optons issued to Shaun Brittain, Marshall Evans, Andy Hogarth and Tim Jackson and two other senior executives
have different condittons which are detailed below

These share options have a performance conditon based on the increase In reported Diluted Earnings per Share of the
Group from the base of 10 7p n December 2008 to the achieved Diluted EPS in the year to December 2013 The award s
scaled up to a maximum of 150,000 shares for a doubling of diuted EPS At the start of the year all 900,000 opltions were
fully vested and they were exercised at vanous points dunng the year

Detaills of the Directors’ share options are as follows

At1.Jan At 31 Dec Exercise

Date of grant 203 Granted Exercised 2013 prige

A Hogarth 19 Oct 2009 150,000 - 150,000 - 47 5p
M Evans 19 Oct 2009 150,000 - 150,000 - 47 5p
S Brnttan 19 Oct 2009 350,000 - 150,000 - 47 5p
T Jackson 19 QOct 2009 150,000 - 150,000 - 47 5p
D Martyn 8 March 2013 - 100,000 - 100,000 348 6p

Except as noted under the Joint Share Option Plan below, all share based employee remuneration will be settled In equity
The Group has no other legal or constructive obligation to repurchase or settle the ophons In cash

Share ophons and the weighted average exercise price are as follows for the reporting periods presented

Weighted VWerghted
average average
exercise exercise

pnce price
(pence) {pence)
Number 2m3 Number 2012
Qutstanding at start of period 929,169 50 1,180,095 73
Granted 100,000 349 - -
Lapsed (1,080) (125) (207,263) (176)
Exercised (918,973) (47} {43,663) (105)
Outstanding at end of penod 109,116 327 $29,169 50
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The Group has the followmng outstanding share options and exercise prices

Weighted Weighted Weighted Werghted
average average average average
exercise contractual exercise contractual

price Iife price Iife
(pence) {months) {pence) {months}
Number 2013 2013 Nurnber 202 202

Date exercisable and (option Iife)
2008 {(up to 2013) - - - 3,466 126 -
2009 (up to 2014) 1,855 162 - 9,976 167 -
2010 {(up to 2015) 2 833 92 - 7.991 g2 -
201 (up to 2016) 4,428 54 - 7,736 54 -
2013 (up to 2016) - - - 900,000 48 -
2016 (up to 2021} 100 C00 349 27 - - -

Share oohons have exercise prices between 54p and 348 6p The werghted average share prnice during the vear was 463p
(2012 232p)

Duning the year, options over 918 973 ordwnary shares (2012 43,663) were exercised and the share price on the date of
exercise ranged from 409p - 588 5p (2012 238 0p - 240 Op)

The number of share options exercisable at the end of the year was 9,166 (2012 29,169) The weighted average price of
the ophons exercisable at the end of the year was 88p (2012 50p)

The far value of options granted was deterrmined using the Black-Scholes valuabon model Significant inputs into the
calculations were

® share price at date of grant,

exercise pnces as detaled above,

32 5% (2012 30%) volatihty based on expected and histoncal share price,

a nisk free interest rate of 1 9% (2012 4%)

all options are assumed to be exercised after two years from the date of grant of the options (with the exception of the
Directors and senior managers options which are expected to vest after three years), and

® chvidends in line with current levels

9 08

Joint Share Qwnership Plan
In September 2010 and July 2013 the Company established two Jont Share Ownership Plans (JSOP) to provide additional
incentives to senior executives

The directors and semor executives participating in the JSOF acqured an interest in the shares jointly with the Staffline
Group plc Employee Benefit Trust The directors’ interests are detailed below

Participation Interest over Date on which

Award date price (number of shares) exercisable

A Hogarth 6 Sep 2010 92p 306,863 30/06/215
M Evans 6 Sep 2010 92p 145,400 30/06/2015
S Bnttan 6 Sep 2010 92p 200,000 30/06/2015
T Jackson 6 Sep 2010 92p 205,000 30/06/2015
A Hogarth 4 Jul 2013 411 Sp 350,000 30/06/2018
D Martyn 4 Jul 2013 411 5p 350,000 30/06/2018
S Brittain 4 Jul 2013 411 5p 225,000 30/06/2018
P Ledgard * 2 Dec¢ 2013 563p 170,000 30/06/2018

" P Ledgard joned later in the year so the award occurred in December on the same terms as the July award, with the exception of the
participation pnce
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Notes to the financial statements (continued)
For the year ended 31 December 2013

7 Directors and employees remuneraton (contnued)

The JSOP shares are held jointly between the director and the Staffine Group plc Employee Benefit Trust Under the terms
of the JSOP rules the directors are eligible to receive the excess of any disposal proceeds receved for the JSOP shares
over the parbaipaton price The JSOP shares do not carry dwidend or voling nights whilst they are jointly held by the
director and the Staffine Group plc Employee Benefit Trust For the September 2010 award, the shares vest at the minimum
number when the diuted EPS pre amorhisation exceeds 24p per share mn any full year up to 2014 The maximum award
vests when the diuted EPS pre amorbsation exceeds 42p per share i any full year up to 2014 If the diuted EPS pre
amorusation does not exceed 24p per share in any full year up to 2014 the directors interest in the shares lapses For the
July 2013 award, the shares vest at the nurmimum number when the diluted EPS pre amorusation exceeds 56p in any full
year up to 2017 The shares vest at the maximum nurnber when a) the diluted EPS pre amorhsation equals 93 5p and b)
the increase N total shareholder return exceeds the increase In the FTSE AIM All Share Total Return Index if dilutect EPS
pre amortisation does not equal 56p n any full year up to 2017, the directors’ interest in the shares lapses

Diluted EPS adjusted for amortusation of intangibles 1s disclosed in note 9
The JSOP 1s settled in cash and therefore accounted for as a cash settled scheme

The far value of the hability was determined using the Binomial valuation model as at 31 December 2013 Significant inputs
into the calculations were

® share pnce at date of grant,

exercise prices as detaled above,

an average of 32 5% (2012 30%) volathity based on expected and histonca! chare price,

an average nsk free interest rate of 1 8% (2012 4%),

the disposal of shares and settlement of scheme on 30 June 2015 and 30 June 2018,

17 5% pay-out ratio for the 2013 JSOPs and 100% (2012 75%) for the 2010 JSOP based on 46% forfeiture rate on the
2013 JSOPs and 33% on the 2010 JSOP (2012 33%) to account for employees that leave before the vesting date,

¢ dmvidend yield -1 4%

Share-based employee remuneration

In total £2,154,000 of employee remuneration expense has been ncluded in the consolidated statement of comprehensive
ncome for the year ended 31 December 2013 (2012 £426,000) which increased the share based payment reserve by
£26,000 (2012 £32,000) in respect of equity settled schemes and created a habilty of £2,716,000 (2012 £588,000) n
respect of cash settled schemes

Key management personnel

The key management are considered to be the Board of Directors of Staffline Group ple, whose remuneration can be seen
above, and the regional directors who parucipate in the JSOP The aggregate remuneration for the regional directors for
the year s £1,320,445 (2012 £764,205) Disclosures in accordance with 1AS 24 are included in note 20

8 Tax expense
The relationship between the expected tax expense and the tax expense actually recogmsed in the statement of
comprehensive income can be reconciled as follows

2013 203 2012 2012
£'000 Yo £'000 %
Result for the year befare tax 8,564 8,521
Tax rate 23 25% 24 5%
Expected tax expense 1,991 2,088
Adiustment for non-deductible expenses relating to short term
temporary differences 28 13
Other non-deductble expenses B58 587
Adjustment n respect of prior year 2 -
Exercise of share options (829) -
Brought forward losses utihsed (9) -
Overseas profits not subject to UK tax (6) -
Deferred tax credit (940) (577)
Actual tax expense 1,165 13 6% 2,111 24 8%
Tax expense comprises
Current tax expense 2,105 2,688
Deferred tax expense
ortgination and reversal of temporary differences {940) (577)
Tax expense 1,165 2,11




Notes to the financial statements (continued)
For the year ended 31 December 2013

9 Earnings per share

The calculatton of basic earnings per share 1s based on the earnings attributable to ordinary shareholders dwded by the
weighted average number of shares in issue duning the year, afier deduchng any own shares (JSOP) The calculation
of the diluted earnings per share s based on the basic earnings per share adjusted to allow for ail dilutive potental
ordinary shares

Details of the earnings and weighted average number of shares used in the calculations are set out below

Basic Basic Diuted Diluted
203 2012 2013 202
Earmngs (£'000} 7,399 6,410 7,399 6,410
Weighted average number of shares 22,242,934 21,614,114 22 351,311 22,343,109
Earnings per share (pence) 33 3p 29 7p 33 1p 287p
Adusted earnings per share (pence)* 46 1p 37 9p 45.8p 367p

*Earrungs after adjusting for amortisabion and share based payrent charge including the tax effect The prior year values have been
adjusted to add back the tax effect of amortisaton and share based payment charge

The weighted average number of shares has been increased by 628,820 (2012 729,045} shares to take account of all the
share options exercised during the year, excluding own shares

Dividends

During the vear, Staffine Group plc paid intenm dividends of £856,541 (2012 £670,210) to its equity shareholders This
repraaents a payment of 3 8p (2012 3 1p) per share A final dvidend of £1,592,628 has been proposed (PM?  £1,081,566)
but has not been accrued within these finanomal statements This represents a payment of 6 2p (2012 5 Op) per share The
final drvictend for 2012 of €1,119,527 was declared and paid in 2013

10 Goodwill

Total
Gross carrying amount £'000
At 1 January 2012 30,032
Additions 939
At 31 December 2012 30,971
Additions -
At 31 December 2013 30,971

Goodwill above relates to the following acquistthions

Onginal cost

Date of acquisition £'000
Staffine Recruitment Limited 8 December 2004 22,326
Onsite Partnership Limited 16 March 2007 1,855
Peter Rowley Limited 1 December 2009 764
A La Carte Recrutment Limited 17 May 2010 744
Qubic Recruitment Solubons Limited 5 November 2010 745
Ethos Recrutment Limited 14 March 201 76
Eos Works Group Limited 21 Aprd 2011 1,585
Taskforce Recrutment Limited 12 September 2011 1,937
Go New Recruitment Limited 14 September 2(H2 939

Following acquisiton, with the exception of Eos, all of the businesses have been fully integrated into the core recrutment
business of the group Therefore, management consider there to be two cash generating units (in ine with the business
segments defined in note 4), and have tested these two cash generating units for imparment The total net book value of
other intangible assets allocated to the two cash generating units 1s as follows Recruntment services £2,873,000 (2012
£1,446,000) and Welfare to Work £1,132,000 (2012 £1,585,000)

For both segments the recoverable amount of goodwill was determined based on a value-in-use calculation, covering a
detaled one year forecast, followed by an extrapolation of expected cash flows over the next ten years at a growth rate
of 5% (Recruitment Services) and 2% (Welfare to Work), and a pre-tax discount rate of 11% based on weighted average
cost of capital The recrutment services growth rate 1s based on the continuation of historic organic growth achieved by
tne business over the past 10 years This has been achieved by sales growth with existing and new customers offset
partially by a reducton in gross margins

The growth rate exceeds the long term average growth rate for the markets in which the two segments operate but this
15 deemed reasonable based on the reasons noted above Management have used a forecast period of ten years as they
feel this represents the mirimum pernod over which the business model they have developed s sustainable
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Notes to the financia! statements (continued)
For the year ended 31 December 2013

10 Goodwill (continued)

Management’s key assumptions for both segments are that there will be no significant changes in the business and that
turnover and profit growth will be below historic levels In respect of the Welfare to Work segment management have
assumed that the existing government contract will be replaced with ke contracts over time Management have considered
internal and external market data in setting thewr assumptions

Apart from the considerations described in determining the value-in-use of the cash generatng units above, the Group’s
management are not currently aware of any other probable changes that would necessitate changes N its key estrmates

Imparment testing
For the purpose of annual imparment testing, goodwill I1s allocated to the cash generating units expected to benefit from
the synergies of the business combinatons N which the goodwill anses as follows

2013 2012

£'000 £'000

Recrutment services 29,386 29,386
Welfare to work services o e _ 1,585 1,585
Goodwill as at 31 December 30,971 30,971

The Directors do not beleve that any reasonably possible changes in the assumptions used In calculabng the value-in-use
woutd result m the recoverable amount of goodwill faling below the carrying value and imparment becorming necessary

11 Other intangibie assets

Trne Group s other ntangibie asseis include the custormer contracts and sts ootamed through the acquisiton of mie
companies in note 10 above pius the acquisiton of a software iicence obtaned n the year The expected remaning useful
Ife of these assetsis1 - 5 years

The carrying amount of the matenal intangble asset - Eos Work Programme contract 1s £1,132,000 (2012 £1 585,000) The
remaning amortisation penodis 2 5 years There are no intangble assets with restricted title

Customer Customer

Licenses contracts ists Total
Gross carrying amaount £'060 £'000 £'000 £'G00
At 1 January 2012 - 3,076 4,482 7,558
Addsitions through business combinations - - 935 235
At 31 December 2012 - 3,076 5,417 8,493
Additions 2,040 - - 2,040
Addtions through business combmnations - 700 - 700
At 31 December 2013 2,040 3,776 5,417 11,233
Amortisation
At 1 January 2012 - 1,038 2,622 3,660
Provided in year - 453 1,349 1,802
At 31 December 2012 - 1,491 3,971 5,462
Provided in year 170 452 1,144 1,766
At 31 December 2013 170 1,943 5,115 7,228
Net book amount at 31 December 2013 1,870 1,833 302 4,005
Net book amount at 24 December 2012 - 1,585 1,446 3,031

During the year the company purchased the trade and tangible fixed assets of Magna Staff Limited and Magna Office
Selection Limited The consideration consisted of £300,000 cash, £200,000 deferred consideration, £200,000 contingent
consideration and £26,000 for property, plant and equipment As the acquisition was not matenal, no further disclosures
are reqguired
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For the year ended 31 December 2013

12 Property, piant and equipment

Land and Computer Fixtures Motor
buldings equpment and fitbngs vehicles Total
Gross carrying amount £'000 £ 000 £°'000 £ 000 £'000
At 1 January 2012 1,978 1,143 361 46 3,528
Additions 63 385 95 - 543
Additions - business combinations - 26 38 - 64
Disposals - (29) (65) [(20) (14
At 31 December 2012 2,041 1,525 a29 26 4,021
Additions 28 638 49 22 737
Addtions - business combinations - o 17 - o
At 31 December 2013 2,069 2,172 495 48 4,784
Depreciation
At 1 January 2012 300 322 a3 12 717
Provided in year . . _ B48 479 182 ] 1,015
Disposals - (1? {40) - (54)
At 31 December 2012 648 787 225 18 1,678
Provided in year 371 534 120 13 1,038
At 31 December 2013 1,019 1,321 345 31 2,716
Net book value at 31 Decomber 2013 1,050 851 150 17 2,068
Net book value at 31 December 2012 1,393 738 204 8 2,343
All assets stated above are secured aganst bank loans cutstanding at the year end
13 Trade and other receivables
203 202
£'000 £'000
Trade and other recevables 61 061 58 472
Accrued income 2,029 1,126
63,090 59,598

Trade and other recevables are usually due within 14 - 30 days and do not bear any effective interest rate All trade
recewvables are subject to credit nsk exposure Other than those disclosed in note 4 the Group does not iIdentify specific
concentrations of credit sk with regards to trade and other receivables as the amounts recognised represent a large

number of receivables from varnous customers

The farr value of these short term financial assets 1s not Indwidually determined as the carrying amount 15 a reasconable

approximation of far value

Some of the unimpaired trade recewvables are past due as at the reporting date The age of financiat assets past due but

not impaied, 1s as follows

23 202
£'000 £'000
Not more than three months 1,831 13,586
More than three months but no more than six months 151 293
11,982 13,879

14 Cash and cash equivalents
2013 2012
£'000 £000
Cash and cash equwalents 12,485 3,650
Bank gverdraft (see note 16) (5) (32)
Cash and cash equivalents per cash flow statement 12,480 3,618

Cash and cash equivalents consist of cash on hand and balances with banks only At the year-end £12,485,000 (2012
£3,650,000) of cash on hand and balances with banks were held by subsichary undertakings however this balance 1s

available for use by the Company
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15 Trade and other payables

(continued)

2013 2012

£'000 £'000

Trade and other payables 31829 27,926
Accruals 23,883 18,212
Deferred mcome 275 540
55,987 46,678

The farr value of trade and other payables has not been separately disclosed as, due to therr short duration, the Directors
consider the carrying amounts recognised in the balance sheetl to be a reasonable approximation of therr farr value

16 Borrowings
Bank loans and overdrafts are repayable as follows

2013 2012
£'000 £'000
In one year or less or on demand 62 678
i rure than one year but not more than two years 7,600 7,656
7,562 8,234
2013 2012
£'000 £°000
Spit
Current liabtles-
Bank loans 57 646
Qverdraft 5 32
62 678
Non-current ltlabilities
Bank loans and revolving credit faciity 7,500 7,556
7,562 8,234

The bank loans and revolving credit faciity (RCF) and overdrafts are secured by a debenture over all the assets of

the Group

The bank loan 1s secured by a first legal charge over a freehold property and s repayable in 120 monthly capital and interest
payments of £5,830 untl 20 June 2015 Interest accrues on the loan at 1 5% (2012 1 0%) above base rate The loan 1s
expected to be paid off in 2014 therefore the full amount 15 classified within current habilities The RCF of £7 5 millon was
drawn down in full on 1 July 2012 The faciity 1s repayable at the latest on 21 July 2014, however before the year-end, the
bank inchcated its intention to renew the facility on similar terms for a period of at least 12 months from the batance sheet
date Interest accrues on the locan at between 2 2% above LIBOR plus a non-utiisation fee of 0 88%

During the penod repayments totaling £645,000 (2012 £1,060,000) were made against the bank loans The bank loans
contain various covenants which, If breached, could lead to the loans becoming payable on demand The relevant
covenants have all been comfortably satisfied in 2013 and 2012

17 Other habilities

2013 202
£'000 £'000
Due within one year

Deferred income 18 17
Deferred consideration 200 1,158
Contingent considerabon 375 1,753
593 2,928

Due after more than one year
Deferred income 51 70
*Cash settled JSOP lability 2,716 -
2,767 70

*In the pnor year the cash settled JSOP liability was incorrectly included within current trade and other payables, on the grounds of matenalty,

no adiustment has been made to correct the comparatives
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17 Other habilities {(continued)

The deferred mcome relates to the current head office bulding for the Group which was subject to a sale and lease back
transaction in December 2007, with a sales price above far value The excess of proceeds over far value has been
deferred and s being amortised over the remaining lease term The subsequent leasing agreement 1s treated as an
operating lease See note 21 for further informabon relating to details on the Group’s operating lease agreements

As required by IFRS 13, the movement In the contingent consideration it the year 1s

£'000
Balance at 1 January 2013 1,753
Reieased to income statement (224)
Paid {1,354)
Addriion relating to acquisition in the year 200
Balance at 31 December 2013 375

18 Deferred tax

1 January Recogmsed in 31 December
2M3  profit and toss 2Mm3
Deferred tax habilties (assets) £'000 E'000 £'000
- Property, plant and equiprnent tirming differences - 82 82
- Other intangible assets 689 {(360) 329
- Share based payment habihty {140} (662) (802)
549 {940) {391)
Recognised as
Deferred tax asset {140} (662) (802)
Deferred tax habihty 689 (278) 41
549 (940) (391)

There are un-provided deferred tax assets amounting to £167,000 {2012 £200,000) » relaton to capital allowances The
gross amount 1s £727,000 This amount has not been recegrised as it 1s probable that the temporary difference wili not

reverse In the foreseeable future

19 Share capital

2013 2012
£'000 £'000
Authorised
30,000,000 ordinary 10p shares 3,000 3,000
Allotted and 1ssued
25,687,551 (2012 22,888,578) ordinary 10p shares 2,569 2,289

Ordinary 10p shares

Year ended Year ended

31 December 2013 31 Decermnber 2012

Number Number

Shares issued and fully paid at the beginning of the period 22,888,578 22,831 629
Shares 1ssued dunng the year 2,798,973 43,663
Shares previously issued paid dunng the year - 13,286
Shares 1ssued and fully paid 25,687,551 22,888,578
Shares authorised but unissued 4 312 449 7,111,422
Total equity shares 1ssued at end of period 30,000,000 30,000,000

All ordinary shares have the same rights and there are no restnctions on the disinbution of dividends or repayment of
capital with the exception of the 3,137,283 shares held by the EBT where the right to dividends has been waved
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20 Related party transactions
The only related partes are the Group's Directors and Group undertakings Transactions with whoily owned Group entities
are exempt from disclosure

Transactons with Group Directors
The Group Directors' personal remuneration includes the following expenses

2013 2012
£ 000 £ 000

Short-term employee bencfits
Salarnes and fees 886 803
Bonus - unpaid at year-end 105 wd
Social secunty costs 118 140
Benefits in kind 4 8
Pension contnbutions 58 51
Share based employee remunerahon 1,644 200
2,815 1,405

in adamon to the above, the Group spent £18,000 (2012 £1,945) 1in accominodation expenses at Hogarth s Hotei, whicn s
owned by the Chief Executive No amounts are outstanding at year-end

21 Operating leases
lhe Group's aggregate mirimum operating lease pavrments for the full remaining iives ot the leases are as foliows

2013 2m2
Land and Land and
buldings buldings

£'000 £'000
In one year or less 530 o
Between one and five yvears 1,225 1,865
In five years or more 380 996
2,135 2,962

Lease payments recognised as an expense durnng the year ended 31 December 2013 amounted to £1,168,000 (2012
£1,163,000)

Operating lease agreements do not contain any contingent rent clauses None of the operating lease agreements contain
renewal or purchase ophons or escalation clauses or any restnctions regarding dvdends, future leasing or additional debt
No sub-lease income 1s due as all assets held under lease agreements are used exclusively by the Group

22 Contingencies
The Group had no contingent assets or abilities at 31 December 2013 or 31 December 2012, other than the contingent
consderation recogmsed on acquisihion as disclosed in note 17

23 Capital commitments
The Group had no capital commitments at 31 December 2013 or 31 December 2012

24 Risk management objectives and policies

The Group 18 exposed to a vanety of financial nsks through its use of financial Instruments which result from both its
operabng and investing actvities The Group s nsk management is co-ordinated at its headquarters, in ¢close co-operation
with the Board of Directors

The Group does not actively engage in the trading of financial assets for speculative purposes The most significant
financial risks to which the Group 1s exposed are described below
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24 Risk management objectives and policies (continued)

Credt nsk

Generally, the Group's maximum exposure to credit sk s imited to the carrying amount of the financial assets recogrised
at the balance sheet date, as summarnsed below

2013 2032
Loans and Loans and
recewvables recewabies

and and

balance balance

sheet totals sheet totals

£'000 £7000

Trade and other recevables (note 13) 61,061 58,472
Cash and cash equivalents 12,485 3,650
Accrued income 2,029 1,126

75,575 63,248

Credit risk 15 only disclosed in crcumstances where the maxmum potential loss differs significantly from the financal
asset's carrying amount

The Group's trade and other receivables are actively monitored to avoid significant concentrations of credit risk Details in
respect of trade recewvables at 31 December 2013 are provided in note 13

The Group has adopted a pohcy of carefully monitoring all customers, especially those who lack an aporopriate
credit history

Ligumdity risk
The Group seeks to manage financial nsks to ensure sufficient iquidity is available to meet foreseeable needs and to invest
cash assets safely and profitably Short term flexibiity 1s achieved by the use of a bank overdraft facihity up to £15,000,000

Interest rate risk

All financal habilites of the Group are subject to floating interest rates Competitive rates have been renegotiated with the
Group 5 bankers and the rate paid on bank loans has been set at 2% above base rate, and interest accrues on the RCF at
2 2% above LIBOR The following table dlustrates the sensitivity of the net result for the year and equity to a reasonably
possible change in interest rates of +/- one percentage point with effect from the beginming of the year

2013 2013 2012 2012
+1% =1% +1% =1%
(Decrease)/increase in net result and eguity £°000 (163) 163 (85) 85

Foreign currency sensitivity

Most of the Group's transactions are carried out in sterling Exposure to currency exchange rates anses from the Group's
overseas sales and purchases which are predormnantly denominated in Polish zloty and the Euro (Republic of Ireland)

These sales and purchases are immatenal to the Group’s total sales and purchases Due to the highly immaternal nature of
these foreugn currency transactions the Group has not entered nto any foreign currency risk mitigation strategies to date

This will be kept under review as overseas business continues to grow
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24 Risk management objectives and policies (continued)

Financial habihties

The Group’'s hiabilibes are classified as follows

2013 2013 2013 2013

Financial abiihes at Other financial
fair value through habities at Liabilities rot within Balance sheet
profit or loss armorhised cost the scope of IAS 39 total
£°000 £'000 £'000 £'000
Bank loan - 57 - 57
RCF - 7.5G0 - 7,500
Overdraft - 5 - 5
Trade and other payables - 31,829 - 31,829
Accruals - 23,883 - 23,883
Deferred mcome - - 344 344
Other liabthities 375 200 2,716 3,291
Deferred tax - - 411 411
Corporation tax - - 35 15]
Total 375 63,474 3,822 67,671
2012 2Mmz2 2012 202

Financial habiities Other financial
at fair value through habiities at Liabiities not withun Balance sheet
profit or loss amortised cost the scope of 1AS 39 total
£'000 £ 000 £'000 £'000
Bank loan - 702 - 702
RCF - 7 500 - 7,500
OCverdraft - 32 - 32
Trade and other payables - 27,338 588 27 926
Accruals - 18,212 - 18,212
Deferred income - - 627 627
Other labilites 1,753 1,158 - 2,91
Deferred tax - - 689 689
Corporation tax - - 1,325 1,325
Total 1,753 54,942 3,229 59,924

Far value represents amounts at which an asset could be exchanged or a lability setited on an arm's length basis

Financial assets and financial labthttes measured at far value are grouped into three levels of farr value mierarchy This
groupmng i1s determined based on the lowest level of significant mputs used In the farr value measurement, as follows

® level 1 - quoted prices in active markets for identical assets and labilities

® level 2 - inputs other than quoted pnces included in level 1 that are observable for the asset or hability, either directly or

indirectly

® level 3 - mnputs for the asset or kability that are not based on observable market data (unobservable inputs)

The Group has financial habilities in the level 3 classification which are as follows

Other habiites include £375,000 (2012 £1,753,000) of contingent consideraton which has been measured using
management’s estimate of the likely amounts payable in respect of acquisitions made in both the current and prior year
and the applcation of a discount rate
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24 Fisk management objectives and policies (continued)
Matunty of financial iabitbes
The analysis of the matunty of financial habilities at 31 December 2013 s as follows

2013 203 2013 2Mm3 202 2Mm2 2012 2012

L ess than Two to More than Less than Two to  More than
one year five years fve years Total onevyear five years fiveyears Total
£'000 £'000 £'000 £'000 £'000 £ 000 £'000 £'000
Bank loan 57 - - 646 56 - 702
RCF - 7 500 - 7,500 - 7,500 - 7,500
Qverdraft a5 - - 32 - - 32
Trade and other payables 31.829 - - 31,829 27,338 - - 39,327
Accruals 23 883 - - 23,883 18,212 - - 18 212
Other habithes 875 - - 2 91 - - 2.9M
Total 56,349 7,500 - 63,849 49,139 7,556 - 56,695

25 Cash flows from operating actwities

Year ended
31 December

Year ended
31 December

2013 2012
£'000 £'000
Profit before taxation 8,564 8,521
Adjustments for
Finance costs 360 363
Depreciation loss on disposal and amortisation 2,805 2,853
Operating profit before changes in working capital and share options 1,729 M,737
Change n trade and other receivables {3,491) (6,482)
Change in trade and other payables 9,601 4 044
Casn generated from operations 17,929 9,299
Employee cash settled share options 2,128 394
Employee equity settled share options 26 32
Taxes paid (3,078) (2.882)
Net cash inflow from operating activibes 17,005 6,843

26 Capital management policies and procedures

The Board’s current pricrities for the Group's free cash flow are to fund Group development, mantamn the strength of the
balance sheet and to support a sustanable dwvidend policy The Group s overall strategy remains unchanged from last year
in that it manages its capital to ensure that the Group will be able to continue as a going concern through the economic

cycle

The capital structure of the Group consists of net debt, which 1s represented by cash and cash equivatents (note 14), bank
loans, overdrafts and revolving credit facilhes (note 16} and equity attributable to equity holders of the parent, comprising
1ssued share capital reserves and retained earnings as disclosed in the consohdated statement of changes n equity

The Group is not restricted to any externally imposed capital requirements
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Directors’ responsibility statement
For the year ended 31 December 2013

The Directors are responsible for preparing the Directors’ Report and the company financial statements in accordance with
applicable law and regulations

Company law requires the Directors to prepare financial statements for each financial year Under that law the Directors
have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting
Practice (Urnited Kingdom Accounting Standards and apphcable laws) Under company law the Directors must not approve
the financial statements unless they are satsfied that they give a true and far view of the state of affairs and profit or loss
of the company for that period In prepanng these financial statements, the Directors are required to

@ select suitable accounting policies and then apply them consistently,

® make judgments and accounting estimates that are reasonable and prudent,

® state whether applicable UK Accounting Standards have been followed subject to any matenal departures disclosed
and explaned in the financial staternents,

® prepare the financial statements on the going concern basis unless it is Napproprate to presume that the company will
conbtnueg In business

The Dwectors are responsible for keeping adequate accounting records that are suificient to show and expltain the
company s transacttons and disclose with reasonable accuracy at any time the financial positton of the company and
enable them to ensure that the financial statements comply with the Companies Act 2006 They are also responsible for
safeguarding the assets of the company and hence for taking reasonable steps for the prevention and detection of fraud
and other rregulanties

The Directors corfem that

® so far as each Director 1s aware, there 1s no relevant audit inforrnation of which the company’s auditors are unaware
and

® the Directors have taken all steps that they ought to have taken to make themselves aware of any relevant audit
nformation and to estabhsh that the auditors are aware of that information

The Directors are responsible for the mamntenance and integnty of the corporate and financial information included on the
company s website Legislation in the United Kingdom goverring the preparation and dissemination of financial statements
may differ from legislation n other jurisdictions




Independent auditor’s report to the members of Staffline Group plc
For the year ended 31 December 2013

We have audited the parent company financial statements of Staffine Group plc for the year ended 31 December 2013
which compnse the parent company balance sheet, the principal accounting polictes and the related notes The financial
reporting framework that has been appled in thewr preparation 1s apphcable law and United Kingdom Accounting Standards
{United Kingdom Generally Accepted Accounting Practice)

This report1s made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies
Act 2006 Our audit work has been undertaken so that we rmight state to the company’s members those matters we are
required to state to therm in an auditor’s report and for no other purpose To the fullest extent perrmitted by taw we do not
accept or assume responsibility to anyone other than the company and the company s members as a body, for our audit
wark, for this report, or for the opirmions we have formed

Respective responsibilities of Directors and audrtors

As explaned mare fully in the Directors’ Responsibibty Statement set out on page 46, the Drrectors are responsible for the
preparaton of the parent company financial statements and for being satisfied that they give a true and far view OQur
respensibility is to audit and express an ocpmion on the parent company financial statements in accordance with apphcable
law and Internatonal Standards on Auditing (UK and lreland) Those standards require us to comply with the Auditing
Practices Board's (APB's) Ethical Standards for Auditors

Scope of the audit and financial statements
A descriphon of the scope of an audit of financial staterments s provided on the Financial Reporting Council s website at
www frc org uk/apb/scope/private cfm

Opmion on fina~cial statements
In our opinion the parent company financial statements

® give a true and fair view of the state of the company’s affairs as at 31 December 2013,
® have been property prepared in accordance with United Kingdom Generally Accepted Accounting Practice, and
® have been prepared 1in accordance with the requirememnts of the Comparies Act 2006

Opinion on other matter prescrnibed by the Companies Act 2006
in our opimion the information given 1n the Strateqic AReport and the Directors Report for the financial year for which the
financial staternents are preparedis consistent with the parent company 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, 1IN our opimon

® adequate accounting records have not been kept by the parent company or returns adequate for cur audit have not
been recewved from branches not wisited by us or

#® the parent company financial statements are not in agreement with the accounting records and returns, or

® certan disclosures of Directors' remuneration specified by law are not made, or

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

Cther matters
We have reported separately on the group financial statements of Staffiine Group plc for the year ended 31 December

E;J/fllmimw ur

Dawvid Munton

Senior Statutory Auditor

for and on behalf of Grant Thornton UK LLP
Statutory Auditor, Chartered Accountants
BIRMINGHAM

29 January 2014

47



a8

Principal accounting policies
For the year ended 31 December 2013

Basis of preparation
The financial statements have been prepared under the historical cost convention and in accordance with UK accounting
standards and applicable law

The principal accounting policies of the Company are set out below which have remaned unchanged from the
previous year

Investments

investments in the Company are included at cost less amounts written off Where the consideration for the acquisition of
a subsidiary undertaking includes shares in the Company to which the provisions of Section 612 of the Companies Act 2006
apply, cost represents the nominal value of shares issued together with the fair value of any addiional consideration given
and costs

Peferred taxation

Deferred tax 1s recogmsed on all tming differences where the transactions or events that give the Company an obligation
to pay more tax in the future, or a nght to pay less tax n the future, have occurred by the balance sheet date Deferred tax
assets are recogrised when it 1s more likely than not that they will be recovered Deferred tax 1s measured using rates of
tax that have been enacted or substantively enacted by the balance sheet date Deferred tax is not discounted

Financial instruments

Financial labiites and eguity instruments are classified according to the substance of the contractual arrangements
entered nto An equity instrument 1s any contract that evidences a residual interest in the assets of the entty after
deducting all of its financ:ia! habites

Where the contractual obhgations of financtal instruments (including share capital) are equivalent to a similar debt
nstrument, those financial instruments are classed as financial hablties Financial kabilities are presented as such in the
balance sheet Finance costs and gains or losses relating to financial kabiihes are included in the profit and loss account
Finance costs are calculated using the effective interest method

Where the contractual terms of share capital do not have any terms meeting the definiion of a financial lability then thiss
classed as an equity instrument Dividends and distnibutions relating to equity instruments are detwted direct to equity

Intangible assets

Goodwilll relates to nvestments that have had thewr trades hived up into a fellow group company Goodwill s amortised over
20 years, which represents its expected useful Iife Other intangible asset relates to the acquisitton of the intellectual
property rights of a software product which s being amortised over 3 years, the expected useful hfe

Share based payment

The Company has 1ssued cash settled share based payment in respect of services prowded by key employees of one of
its subsidianies The share based payment 1Is measured at the far value of the hability at the grant date and re-measured
at the fair value of the hability at each subsequent balance sheet date A liability 1s recogrnised for the fair value of the share
based payments with the corresponding entry recognised as an increase in the investment held in the subsidiary




Company balance sheet
At 31 December 2013

2013 202

Note £'000 €000
Fixed assets
Intangble assets 30 3,633 1,900
Investments 29 21,248 18,528
Total fixed assets 24,881 20,428
Current assets — amounts due from group comparnes 31 5 021 1 000
Creditors amounts faling due within one year 32 - (770)
Net current assets 5021 230
Creditors amounts falling due after one year 33 {2.716) -
Net assets 27,186 20,658
Capital and reserves
Called up share capital 34 2 569 2 289
Own shares (JSOP shares) (9.211) -
Share premum account 35 24 195 15,969
Profit and loss account 335 9 533 2,400
Equity shareholder s funds 27,186 20,658

The financial statementis were approved by the Board of Directors on 29 January 2014

PNz

A Hogarth

Director Director

T —_a
P Ledgard \3
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Notes to the UK GAAP financial statements
For the year ended 31 December 2013

27 Profit for the financial year

The Company has taken advantage of section 408 of the Companies Act 2006 and has not ncluded its own profit and loss
account in these financial staterments The Company's profit for the year before dividends paid was £9,209,000 (2012
£1,500,000) Auditors remuneration incurred by the Company during the year for audit services totalled £8,000 (2012

£7,000)

28 Directors and employees remuneration

Asin previous years all Group Directors are remunerated by Staffine Recrutment Limited Details of Directors’ remuneration

15 disciosed within the Report on Remuneration on pages 16 and 17

The average number of persons (including Directors) employed by the Company during the year was 5 {2012 7)

29 Fixed asset investments

Investment
n group
undertakings

£'000

Cost and net book amount at 31 Dec;ember 2012

18,528

Addons

2,720

Cost and net book amount at 31 December 2013

21,248

The Company holds interests in the following comparnies

Proporuon of ordinary share

Subsidianes capital held Country of mcorporation Nature of business
Staffine Recruitment Limited 100% England and Wales Recrutment
Eipis Limited™ 100% England and Wales Dormant
A La Carte Recrutment Limited*® 100% England and Wales Dormant
Staffline Polska Sp zoo* 100% Poland Recruitment
Staffine Ghwice Sp zoo* 100% Poland Recruitment
Go New Sp zoo ™ 100% Poland Recruitment
House of Logistics Limited™ 100% England and Wales Dormant
Staffline Recruitment Limited 100% Republc of Ireland Recruitment
Eos Works Limited* 100% England and Wales Welfare to work
Ethos Recrutment Limited” 100% England and Wales Dormant
Taskforce Recruitment Limited™ 100% England and Wales Dormant
Go New Recruiiment Limited* 100% England and Wales Dormant
Go New Recruitment (Glos ) Limited*  100% England and Wales Dormant
Select Appointments Limited” 100% England and Wales Recrutment
Learming Plus System Limited 100% England and Wales Traning
*These companies are owned indirectly through other group compames
30 Intangible assels
Cther
ntangible
Goodwil asset Total
£ 000 £'000 £'000
NBV at 31 December 2012 1,800 - 1,900
Addition - 2,000 2,000
Amortisation provided in year (100) (167) (267)
NBV at 31 December 2013 1,800 1,833 3,633
31 Trade and other recevables
2013 2012
£'000 £°000
Amounts due from Group undertakings 5,021 1,000
32 Creditors amounts faliing due within one year
2013 202
£7000 £'000
Amounts due to Group undertakings - 770




Notes to the UK GAAP financial statements (continued)
For the year ended 31 December 2013

33 Creditors amounts falling due after one year

203 2012

£'000 €'000

Cash settled JSOP habiirty 2,716 -
34 Share capital

2013 2012

Authornsed £'000 £'000

30,000,000 (2012 30,000,000) ordinary 10p shares 3,000 3,000

203 2012

Allotted and issued £ 000 £ 000

25,687,551 (2012 22,888,578) ordinary 10p shares 2,569 2,289

Dunng the year 918,973 shares were 1ssued relating to share optons A further 1,880,000 shares were 1ssued to the JSOP

For full detauls of share options and the share based payment charge calculaton see note 7

35 Resarves

Profit
Share and loss
prermum account
o L £ 000 £'000
At 1 January 2013 15,969 2,400
Retained profit for the year - 9,209
JSOP shares issued 7,866 -
Share ophions exercised 360 -
Dividends paid - (1,976}
At 31 December 2013 24,195 9,633

36 Contingent habihties

A cross guarantee exists between all comparnies in the Group for all amounts payable to Bank of Scotland and NatWest

The mavamum potential hability to the Company at year end 1s €7,500,000

37 Capital commitments
There were no capital commitments at 31 December 2013 or at 31 December 2012

38 Related parties

The company has taken the FRS B exempbion to not disclose transactions with wholly owned subsidiary undertakings

Details of related party transactions are given in note 20 to the consolidated financial statements
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Staffine Group plc
19~ 20 The Tnangle
NG2 Business Park
Nottingham

NG2 1AE

Tel 0115 950 0885
Fax 0115 950 0627

www staffline co uk







