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IMPELLAM GROUP is a leading provider of human capital
services, including innovative solutions for the workforce

and business process outsourcing (BPO), with expertise

in technical, professional and medical talent, flexible

workforce consulting, staffing and recruitment.

KEY STRATEGIC HIGHLIGHTS

Revenue (fm)

12108
10700 144 136 NI314

Qperating profit {£m)*

36.7
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92

Basic earnings per share (pence)”

583 59.0

*Excludes non recurring items goodwill impawment and share-based payment

EBITDA (£Em)*
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Conversion ()"
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Net cash (debt) {Em}
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(69.6)

SIHEMTHOIH D1931VHLS AN

SLNIWIALVLS TVIDNVNID JONVYNHIAOD S1¥0d3Y4 2102

NOILYINYO4AN! ANVSWOD



2 \ Chairman's Letter

CHAIRMAN'S LETTER

| am pleased to report that Impellam has continued to
progress well in its key bustnesses and markets and

that the reorgamisational work which we started in 2010 has
been successfully concluded The businesses are now
delivering the competitive differentiation required to
meet the needs of changing and emerging markets

During the second half of the year, we have aligned the
brands into four distinct market-facing businesses,
Impellam United Kingdom, Impellam North America,
Medacs Healthcare Group and Carlisle Support Services
As a result, the Impellam Technical Solutions business 1s
now managed as an integral part of Impellam United
Kingdom, along with our Comensura and Celsian
businesses, leaving Medacs Healthcare focussed solely
on the healthcare sector

These four businesses now operate with clear strategic
objectives, experienced and skilled management teams
and efficient end-to-end processes They also operate
with technology platforms aptimised for their respective
business models whilst sharing common infrastructure
and support Importantly, our United Kingdom and North
Amernican operations are also looking at new ways to
share ideas and best practice to ensure that we continue
to offer optimal solutions to our clients

The conclusion of this phase in the Group's development
leaves it well-pasitioned in the market place We have
one of the largest staffing businesses in the UK across
a range of sectors, with the capability to deliver a
comprehensive suite of services to clients These range
from permanent placement and spot temporary
recruitment to a range of managed serices to suit the
vanied and complex demands of our chents Contract
wins in the year have extended our market position
and the UK-centric nature of our business has proved
a clear advantage in securing business

Our Medacs business i1s the leading prowder of locum
doctors to the NHS and 1s also expanding rapidly in
the market to supply nurses and other allied healthcare
professionals The supply of staff to the NHS 1s rapidly
changing and our business 1s at the forefront in offering
flexible and cost-effective demand management and
managed recrutment solutions to the NHS

In North America, our focus 1s on buillding longer-term
and sustainable partnerships with clients by offering an
increasingly diverse range of solutions to assist them in
managing contingent labour requirements

Our Carhsle business 1s also well-placed to capitalise on
the developing trend to combine the traditional elements
of facilities management and to offer re-engineered
solutions to chents

We are also reviewing potential acquisitions where they
are accretive and fit with the Group’s overall strategy

Financial performance

Although the business has undergone considerable
change, the benefit of this work 1s reflected in both
sustainable profit delivery and strong cash generation,
enabling the Group to return cash to shareholders
through the maiden dvidend paid during the year

The Group's revenue in the year increased by 7 0% to

£1 2 billon compared to 2011, although since then,
margins have tightened in all business segments under
difficult current market conditions In particular, the
permanent placement market is less robust than was
ongmnally anticipated However, the continued focus on
the quality of the revenue base should position the Group
favourably as and when markets recover

Business segment operating profit was £3%9 O million,

a marginal £2 4 milhon decline over the comparable
penod in 2011 Only the Carlisle business saw a matenal
reduction in operating profit, driven by further contractions
in the retall market place and pressure on pricing for
contract renewals and wins Central costs increased
from £4 7 million wn 2011 to £5 4 million in 2012 as a result
of increased spend on technology

Group EBIT, before non-recumng items, was £33 6 million, a
£3 1 milhon reduction on the prior year (2011

£36 7 milhon) The conversion rate of gross profit into
adjusted operating profit was 19 3% (2011 20 1%)

The businesses continue to focus on service delivery
efficiencies to drive this key performance indicator
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Impellam Group’s business segments now operate
with clear strategic objectives, experienced and skilled
management teams and efficient end-to-end processes.

Non-recurnng items of £5 7 milhion in the current period
compnsed restructunng, reorganisation and transformation
costs impacting all businesses as planned On an
annualised basis, these non-recurring items will be
earmings accretive With the conclusion of the restructuring
in the year, we do not expect any similar items in 2013

Adjusted basic earnings per share were 59 0 pence for the
year, compared to 58 3 pence in the comparable penod in
2011 This s partly attnibutable to lower interest costs
due to the cash generation in the year and a lower tax
charge due by changes in the headline rates for
corporation tax

Dividends and share capital

During the year, the Group sought and obtained court
approval for a capital reorganisation and in hght of the
Group's financial and operational strengths, we were able
to announce the payment of the Company's first dividend
to shareholders, an interm dividend of 7 pence per ordinary
share was declared and patd in September 2012 This
interim dividend equated to an aggregate distnbution to
shareholders of £3 1 million

Subject to shareholder approval, the Board 1s proposing a
final dividend in respect of 2012 of 5 pence per share to
be paid in June following the Annual General meeting

Further, as announced in December 2012, the Board 1s
proposing the payment of a one off special dwidend of 35
pence per share, In total approximately £15 4 rmillion This
dividend will be paid on 10 April 2013 to all
shareholders on the register at 2 Apnl 2013 This payment
broadly equates to the cash flow in 2012 over and above
that required for funding day-to-day operations, taxation
and interest payments When appropnate, the Board wil!
consider further special dividends to return operating
cash flow to shareholders

During the year, the Company also purchased

748,693 of its own shares at a cost of £2 6 million In
aggregate, since we commenced the programme of
share buy-backs, the Company has purchased a total of
1,109,193 shares On an annualised basis, cancellation of

these shares provided shareholders with an approximate
2% increase In value, as measured through earnings per
share We will continue to look to buy back equity in the
market when conditions are appropriate

We also completed a reorganisation of the Company’s
share capstal, which resulted in those shareholders
holding fewer than 100 ordinary shares receiving a cash
payment equal to the then market value of the shares
held The shareholdings of those shareholders holding
100 or more ordinary shares also received a cash payment
for that part of their shareholding which 1s not divisible by
100 As a conseguence, the number of shareholders on
the register reduced from approximately 3,400 to 1,200
The remaining shares were purchased for a total
consideration of £0 2 million

Conclusion

Whilst the economic environment in our two principal
markets remains challenging, our strong balance sheet
and diverse brand portfolio prowides a sound operational
and financial base for the on-going success of the Group |
believe Impellam 15 now well-placed to take advantage of
market opporturities and improving economic
conditions to drive the creation of shareholder value

Finally, { would like to acknowledge the contribution and
support of the Board and our employees as the Group
has worked through the transformational strategy

Andrew Wilson
Chairman
29 Apnl 2013
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4 \ Financial Highlights

FINANCIAL HIGHLIGHTS

Financial results for the fifty-two weeks ended 28 December 2012

Group results Revenue Gross profit Operating profit
ferlhon 2 2011 % change 2012 2011 % change 2012 201
impellam United Kingdom™ 7622 689 2 1064 10246 107 4 (4 5) 265 267
Impellam North America* 1780 166 6 56 360 347 26 38 3¢
Medacs Healthcare Group 1877 1868 05 260 279 68 B3 88
Carbsle Support Services 829 888 66 95 123 (22 8) 04 20
1,210 8 1,131 4 70 1741 1823 (4 5) 390 414
Add back
Depreciation and amortisation 56 61
EBITDA 44 4 47 5
Central costs (54) @47
Qperating profit before non-recurring items 334 367
Non-recurring items ()] (19
Goodwill imparrment (90 —
Share-based payment (1 6 —
Earnings before interest and taxation {EBIT) 173 348

* Impellam North Amernica percentage changes are measured in local currency

A Two of the segments previously reported have been

amalgamated Prior penod comparatives have been restated accordingly

Key performance indicators and definitions (used above and in the 2012 reports)

Gross profit %

total gross profit dvided by total revenue

Temporary margin %

Segment administrative expenses

gross profit derived from temporary placements divided by
revenue from temporary placements

admimistrative expenses before non-recurring tems and central costs

Segmental EBITDA

Segmental EBITDA return on sales %

Segmental EBIT

Conversion ratio

segment earnings before interest, tax, depreaatlon and amortisation

segment earnings before interest, tax, depreciation and amortisation
dwided by total revenue

segment earruings before interest and tax before non-recurnng ems
and central costs

segmental EBIT divided by gross profit

Permanent fees % of gross profit

net fees from permanent placements divided by total gross profit

DsSC

Net cash

total trade recevables divided by average daily invoiced sales

total cash and cash equivalents less borrowings
{both current and non-current)
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Business Description

Impellam United Kingdom (UK) is a leading provider of managed service solutions, flexible
workforce programmes and business process outsourcing (BPO) for clients with large and
complex workforces throughout the UK, and with offices in Ireland, mainland Europe
and Australia In addition, the business provides permanent recruitment solutions and
on-demand flexible labour to organisations in both the public and private sectors




IMPELLAM
UNITED KINGDOM

£1 026 million

BUSINESS SEGMENT GROSS PROFIT

Business model

With a consultative approach, delivered by technical
experts, Impellam UK s well-positioned to identify and
respond to & wide vanety of chent needs, including flexible
workforce planning, high-volume labour supply and
on-demand staffing The business’s strategic partnerships are
designed to meet a range of client requirements,
including labour flexibility, visibility and control, and
improved efficiency and productivity, whilst enabling
adherence to both the client’s internat and legislative
compliance standards In addition, the business 1s a market
innovator with its fixed price, statement-of-work and other
chent-spectfic BPO models

Solutions provided to clients range from the attraction,
engagement, mobilisation and management of large
contingent workforces, or volume recrurtment inibatives,
through to the identification, sourcing and placing of
experienced individuals into a dverse range of organisations
By adopting a principle of ‘experts engaging with experts’,
Impellam UK employs professionals from within the
industries 1t serves who truly understand the specialist nature
of the wark or projects to be completed

The business’s capability to provide a continuum of talent
managermnent services from specialist, branch-based
on-demand recruitment, through to managed programmes
and outsourcing, allows it to meet the indwdual range and
speafic standards of a diverse client base This capabulity,
combined with Impellam’s chent and candidate-centric
service delivery models, mean that effective soluuons are
provided to meet the most complex requirements

Leveraging its comprehensive service capability and
specific sector knowledge, the business offers a broad
spectrum of managed services and recruitment process
outsourcing (RPO) competencies By offering and combining
these service offenings with proprietary, global vendor
management system (VMS) technology, Impellam UK
provides chents with wide visibility and control of their
flexible labour, its costs and the entire recruitment supply
chain Chent benefits derived include insightful analytics,
reliable cost management across a continuum of
workforce-related spend, compliance, resource requirernent
predictability and the sustainable efficencies to support
future growth

Impellam UK 1s a key partner for clients who depend on large
and dynamic workforces, enabling them to optimise and gan
more control of their investment in people

Impellam Group Annual Report 2012 / 7

Market focus

Brand specialisation enables Impellam UK to consistently
deliver expected service levels within a specific imeframe for
a diverse portfolio of chents

Within each recruitment brand, experts source and recruit
specifically skilled personnel, such as industnal and logistics
staff, contact centre staff, hospitality and catering personnel,
secretanes and administrators, scientists, aviation engineers
and technicians, chinical tnals staff, engineers, IT staff,
construction workers, accountants, lawyers, sales and
marketing specialists and teachers

Likewise, each brand has the sector-speafic on- and off-line
recruitment skills and talent management capabilities needed
to attract, engage and mobilise expenenced and qualified
candidates across the UK, and increasingly in our professional
and technical markets, across Europe and beyond

A national network of offices, combined with on-site and
wirtual service capabilities, provides geographuc reach
and high levels of worker engagement

Performance and results

A collaborative focus on managed service wins and delivery
drove significant revenue growth in the period, as well as
margin growth in our managed service operations This
revenue and margin growth was off-set by declines in
temporary margins in traditional staffing contracts, caused by
increased burden on pay rates combined with market
correction on margins, particularly in the retail, logistics and
aviation sectors Total margin was also impacted by lower
demand for permanent placements in the professional and
technical markets

Costs were tightly controlled as the business continued to
align its fixed overhead to the prevailing economic conditions,
dnving improved conversion from 24 9% in 2011 to 25 8% in
2012, notwithstanding the significant investments made

in both the managed service and technical businesses

52 weeks 52 weeks
ended ended
28 December 30 Decemnber
2012 201 %
fm fm Change
Turnover 7622 689 2 10 6%
Gross profit 102 6 107 4 {4 5)%
Administrative
expenses* 761 807 {5 1Y%
EBITDA* 300 305 (1 6)%
EBIT* 265 267 0 7%
Gross profit % 135% 15 6%
EBITDA return
on sales % 39% 4 4%
Conversion ratio 258% 24 9%
Permanent fees
% of gross profit 16 6% 16 5%

*Before non-recurring items and central costs
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Business Description

Impelfam North America is a market leader in the proviston of human capital solutions

which enable clients to optimise the use of their most significant tnvestment — their people
The business operates throughout North America serving a variety of chients, including
Fortune 500 companies, who seek progressive improvement to complex workforce solutions




IMPELLAM
NORTH AMERICA

£360 million

BUSINESS SEGMENT GROSS PROFIT

Business model

Impellam North America utihses a proprietary
benchmarking and service design model The application of
this model provides transparency in understanding and
properly defined chient objectives by being speafic —
measurable — aligned — realistic — and timely (SMART)
Whth clearly defined objectives, service programmes are
capable of clear articulation Service execution then
becomes predictable, allowing both parties to evaluate
outputs and thereby providing opportunities for further
process innovation As a result, the client s continually able
to assess and improve upon both internal and regulatory
compliance standards

The business's capability to provide a continuum of
human capital services, from on-demand staffing through to
bespoke consulting services, allows it to meet a range of
chent programme requirements This capability,
combined with the business’s client-centric service delvery
model, delivers seamless solutions to the most complex
requirements

The business also utilises a global vendor management
system (VMS) technology Combined with the service
design model approach, this technology platform
provides a full-spectrum of managed services and
recruitment process outsourcing {RPO) capabilities
The chent benefits derived from this approach include
insightful analytics, reliable cost management, resource
requirement prechctability and, therefore, sustainable
efficiencies to support future growth

Market focus

The Impeltam North Amenca business delivers a
comprehensive range of human capital service
programmes which are aligned to the specific markets
served and their ndwidual human capital requirements
Services are provided through a scalable local, mulu-
regional and wirtual recruitment infrastructure

Impeilam North Amenca’s managed services offering
ncludes BPO services, such as vendor-on-prermise
programmes, flexible workforce consulting, payroll
services, ndependent contractor compliance {ICC) and
high-touch managed services provider (MSP) solutrons for
contingent workforces These solutions add control and
intelligence to all the "people’ functions across a client’s
organisation

Impettam Group Annual Report 2012 / 9

The professional and technical staffing service offering
includes the recruitment of quahfied personnel, such as
engineening, IT, scientific, clinical and other professional
trades More specifically, these services include on-demand
staffing, contingent employment arrangements, contract
staffing services, statement-of-work contracts and
permanent recruitrment

Performance and resuits

Impellam North America has continued to execute therr
strategy of delivening higher value to their clients,
employees and shareholders by developing a client-centnc
business model The business restructured this year to align
with this innovative client-centric strategy and business
model, fundamentally becoming a very different company
providing higher value services Despite the challenges
with any transformation the restructure 1s now delivering
results for all stakeholders The degree of progress towards
achieving a sustainable business model can be seen In
positive sales and margin growth year over year

52 weeks 52 weeks
ended ended %
28 December 31 December Change
2012 201 in Local
£m £m Currency
Turnover 1780 166 6 56%
Gross profit 360 347 26%
Administrative
expenses* 322 308 32%
EBITDA* 49 51 (5 8Y%
EBIT* 38 39 2 6%
Gross profit % 20 2% 20 8%
EBITDA return
on sales % 28% 31%
Conversion ratio 10 6% 112%
Permanent fees
% of gross profit 18% 21%

*Before non-recurnng iterns and central costs
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Business Description

Medacs Healthcare Group is a leading international provider of health and social
care staffing solutions to both public and private clients Medacs Healthcare’s
expertise mncludes specialist recruitment services, a vanety of managed services
and innovative outsourced heafthcare programmes




MEDACS
HEALTHCARE
GROUP

£260 million

BUSINESS SEGMENT GROSS PROFIT

Business model

Medacs Healthcare's recruitment business supphes the
full range of medical professionals, on a tempoerary or
permanent basis, to both the NHS and the private healthcare
sector in the UK, and to hospitals in Europe, Australasia,
Singapore, the Middle East and South Africa

Areas of recruitment specialisation include doctors, nurses,
social workers and allied health professionals {AHPs) such
as pharmacists, dentists and therapists, almost exclusively
supplied through framework agreements

Medacs Healthcare 1s increasingly viewed by clients as a
provider of business solutions Its managed services business
provides vendor management and staffing solutions to its
chents, managing the supply and deployment of doctors and
nurses This enables trusts to achieve significant savings on
staffing costs through demand management, improved
management information and the guidance of on-site
specialist consultants The new ‘Medacs Vantage' service
offers the potential for further savings using the unique
software platform, '‘Envoy’

Medacs Healthcare's outsourced programmes include
farensic medical and prison health, primary care, homecare,
and occupational health The business's contacts and
reputation mean it 1s well-placed to respond to the increasing
role of the NHS in the comrmussioning of these services

Working from one primary contact centre, Medacs Healthcare
has the flexibility of on-demand response combined with
consistency of compliance through an extensive canchdate
database, supporting the fulfilment of contracts and indwidual
job orders

Market focus

Within the public and private sectors, Medacs Healthcare's
services are aligned to specific markets and chents This
focused approach allows Medacs Healthcare to build a depth
of expertise to each market it serves, providing umique client
services in an efficient manner, whilst maintaining the highest
level of credibility with its candidates

Medacs Healthcare continues to develop more strategic
relationships with chents through a partnership approach,
introducing vendor management solutions and managed
services to organisations looking to achieve savings on ther
staff costs, whist maintaining the quality of their care

tmpellam Group Annual Report 2012 / 11

Medacs Healthcare works to successfully position itself as a
partner of choice for NHS organisations, local government
and other healthcare organisations The business ts
well-positioned to meet the requirements of emerging
markets for continued efficiencies and programme savings

Performance and results

The doctors’ staffing business in the UK experenced increased
volume with invoiced hours ahead by 5% over the prior
year This was a result of the planned migration to managed
services which also improved fill rates by 2% over the prior
year Invoiced hours in nursing increased over the prior year
by 33% but social care declined by 10% The decline in gross
profit reflected a fall in demand in outsourced programmes in
forensic health and homecare

52 weeks 52 weeks
ended ended
28 December 30 December
2012 201 %
fm fm Change
Turnover 187 7 1868 05%
Gross profit 260 279 6 8)%
Administrative
expenses* 177 191 (7 3%
EBITDA* ?0 Q6 (6 2%
EBIT* 83 88 5%
Gross profit % 139% 149%
EBITDA return
on sales % 4 8% 51%
Conversion ratio 319% 31 5%
Permanent fees
% of gross profit 7 8% 67%

*Before non-recurring items and central costs
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Business Description

Carlsle Support Services 1s a leading supplier of people-based outsourced solutions
to public and private clients n the UK, Ireland and maland Europe




CARLISLE SUPPORT
SERVICES

£95 million

BUSINESS SEGMENT GROSS PROFIT

Business model

Carlisle provides outsourced services to meet complex client
requirements Carlisle’s primary focus 1s the prowsion of
outsourced services which are busmess critical to clients

in the ultmate delivery of their products and services

When chents are faced with people-based problems, Carlisle
i1s able to provide flexible service solutions and has the wital
ability to mobilise quickly, reducing both costs to its chents
and often a client’s ttime to market

Chents choose Carlisle because of its enviable reputation for
solving complex and dificult problems, its ability to support
change management and capacity to quickly, innovatively
and effectively react to chent requirernents

Carlisle speciahises in delivering both cost savings and
on-going cost control through the efficient management of
outsourced services, expertly designed to lower client costs
and keep them low, whilst still mantaining the ngorous
service standards required as part of a long-term agreement

Carlisle’s capabilities are underpinned by its commitment to
consistent and reliable service performance and
commitment to its people Carlisle 1s the only service
provider to have Investors in People across all its business
operations, and has many accreditations that underpin the
quality of service delivery, ncluding 15O 9001, ISO 14001 and
membership in the SIA Approved Contractor scheme

Most importantly, Carlisle’s people align themselves to each
chent’s culture and values, providing a seamless extension to,
and integration with, any client team

Market focus

Carbsle provides outsourced services to selected markets,
neluding rail and bus transportation, government, retail,
education and leisure The business operates a local market
delivery model, working pnmanly in the UK but with contracts
with existing clients also operating in southern Europe

The outsourced service offering Carlisle provides allows
chents to control costs and focus on their core business
activities The most important thing that Carhsle gives its
chients 15 the time they need to run their core business by
eliminating the distraction of running non-core activities

Primary services provided include cleaning and mantenance,
manned guarding and related secunity services, installation
and management of CCTV and electronic secunty systems,
as well as crowd management and stewarding services to
major transportation and event venues
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Secondary services include on-demand merchandising
support, managing customer returns for retail stores,
same-day couner services for government, and shop fitting,
specifically bespoke joinery and umitary manufacture, as well
as fit-out and installation services

Performance and results

Carlisle’s cleaning and security services enjoyed growth in
competitive markets, including some impressive contract
wins, the benefit of which will be reflected in 2013 Carlisle’s
retail sector proved challenging, as store closures and a
reduction in retall spending iImpacted profitability In all
markets, margins were under pressure, with cost reduction and a
reduction in overall spend being common themes amongst
chents, especially when tendering new or re-tendenng
existing contracts

To mitigate the effect of this margin pressure, a prudent
programme of cost reduction, including headcount
reduction and the closure of surplus office and warehousing
capacity, took place The effects of the exceptional costs
assoclated with this programme, which will provide on-going
benefit, are reflected in this year’s result

52 weeks 52 weeks
ended ended
28 December 30 December
202 20m %
fm fm Change
Turnover 829 888 6 &%
Gross profit 95 123 (22 8)%
Adrministrative
expenses” 91 103 (11 7/%
EBITDA* 07 23 69 4)%
EBIT* 04 20 {80 0}%
Gross profit % 11 5% 139%
EBITDA return
on sales % 08% 26%
Conversion ratio 4 2% 16 3%

*Before non-recurring 1tems and central costs
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14 \ 2012 Reports

FINANCE REPORT

The operational performance of the Group has been discussed on pages 6 to 13 This Finance report therefore focuses on the
Group'’s cash flow, financing, going concern and the principal nsks facing the business !

Cash flow

Profit before taxation
Add back non-cash items
Net finance expense
Depreciation, amortisation and impairment
Other non-cash items
Cash from operations before working capital changes
Movements in working capital
Cash generated by operations
Taxation paid
Net cash generated by operating activities
Net cash utihsed by investing activities
Net cash outflow from financing actwities

Net increase in cash and cash equivalents

52 weeks ended 52 weeks ended
28 December 30 December
2012 2011
fm fm
158 329
15 19
151 63
02 01
322 412 ,
07 3 |
329 39
62 {65)
267 284
(4 4) 49
(6 6) (14 7)
157 88

Net cash generated by operations before working capital
changes was £32 2 milien {2011 £41 2 million), including
£4 2 million spent on the final aspects of the Group
restructuring programme and £1 5 million on the capital
reorganisation completed in the year

Net cash generated from operating activities was £26 7 milhon
(2011 £28 4 million) Movements in working capital ncludes a
shppage in DSO of 3 1 days, in part attnibutable to the
timing of the year end However, the associated investment
requrred in working capital has been managed to minimise
the resultant cash outflow

Monitoring and management of overall working capital
remains a key focus of management at both a segment and
Group level, underpinned through spectfic individual
and team performance targets

Net capital expenditure in the penod was £4 9 million (2011

£5 0 million) In addition to further improvements in data
centre operational efficiency, a sigmficant investment has
been made into the back office systems at our US operations
Existing pay and bill applications have been replaced and go
Iive in the first quarter of 2013 Also, Investment has been
made in our VMS platform, "E-volution,” which 1s delivering

significant benefits both n terms of chent expenence and
front office efficiencies In the UK, investments have been
limited to contract-specific asset purchases, essential
branch refurbishments and development of certain
front-office platforms

Financing activities utihised cash of £6 & million (2011

£14 7 million) Cash generated by the business was returned to
shareholders in the form of a maiden interm dwidend of

£3 1 million, the repurchase in the market and cancellation of
748,693 (2011 360,500) ordinary shares in the Company plus
a share consolidation for a total cost of £2 8 million (2011

£1 2 million} The retum of cash to shareholders remains a
pnmary objective of the Group To this end, the Board has
proposed the payment of a one-off Special Dividend of

£15 4 million in addition to the re-ntroduction of a normal
cycle of intenm and final payments Cash was also utiised in
a positive movement in short-term borrowings of

£0 5 milion {2011 £8 9 million} A reduced net finance
expense of £1 2 million (2011 £1 2 million) reflects lower
borrowing costs in the UK linked to base rates In the US,
interest costs were also marginally lower due to reduced
levels of borrowing




Treasury and capital structure

The net cash position of the Group was as follows

Cash and short-term deposits
Revolving credit facilities
Net cash

Impellam Group Annual Report 2012 / 15

28 December 30 December
2012 2011

fm fm

378 2213

{21 0) (20 5)

168 18

In February 2013, the Group successfully renewed the
recevables finance agreement in the UK with Barclays Bank
ple The renewed facility has been increased to £70 million
and s fully committed until February 2016 The facility
provides the Group with continued operational flexibiity on
improved terms, with reduced margin and non-utilisation fees
and the removal of the interest cover covenant The enlarged
facility will enable the Group to fund the special dividend
first announced on 18 December 2012, as well as providing
the working capital finance to allow the Group to expand

The revised receivables financing facilittes now include only a
single financial covenant Iinked to the Group's leverage At
28 December 2012, and throughout the penod, the Group
was in compliance with its financial covenants

In the US, the Group has a $25 milhon receivables financing
facility with CIT This facility runs to July 2014

The revised rates of interest for the invoice discounting
facilities are based on UK base rate plus a margin of

1 50% {previously 1 85%)} in the UK, and in the US,

US prime plus 1 75%

In addition, at 28 December 2012, the Group had outstanding
letters of credit drawn against its US borrowing facilities
amounting to £3 8 mithon (December 2011 £3 6 million}

The continuing focus for the Group in 2013 will be to build
on the improvements made in the last few years in the
conversion of EBITDA into sustained positive cash flow Cost
control, DSO management and overall working capital
efficiency are fully incorporated into business segment

objectives Borrowing levels are controlled by the Group
finance department which manages treasury risk in
accordance with policies set by the Board The Group finance
department does not engage n speculative transactions, nor
does it operate as a profit centre Short-term debt and cash
are maintained at floating rates

The Group's financial habilities are denominated primarily in
sterhng The US operations’ profit streams and net assets
when reported at a Group level are affected by movements
in exchange rates, but the Group does not hedge this
exposure Exposure to currency nsk at a transactional level i1s
minimal, with most transactions being carned out in

local currency

Taxation

A tax charge of £6 0 milhon (2011 £8 &6 millhion) was recorded in
the penod The Group has now exhausted the vast majonty of
brought-forward UK trading tax losses, but has access to
substantial tax losses in the US, the use of which 1s subject to
certain restrictions

Within the UK, the Group 1s a major contributor to the
UK Treasury During the year, the UK businesses collected
and remitted payments to the UK Treasury amounting to
£281 8 million in the form of VAT, income tax and national
insurance as well as Corporation tax Of this amount,
employer’s national insurance and corporation tax of
£59 6 million represented a cost to the business
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Capital management

The Group’s capital base (note 26} 1s pnmarily used to finance
working capital requirements, the key component of which 1s
trade recevables Trade recevables in the staffing and
support services sectors are managed according to a
range of DSO targets Terms of trade are stnctly adhered to
and monitored, with approval of extended payment terms
requinng senior finance imvolvement in accordance with
delegated authonty pohcies In certain of the Group's
managed services businesses, the amounts payable to
third-party suppliers are not due until shortly after the receipt
of the client receivable As noted below, the Group has
committed facilities that ensure there 15 sufficient iquidity to
meet on-going business requirements The primary
objectives of the Group’s capital management are to ensure
that it maintains a good credit rating in order to support its
business, maxirmise shareholder value and to safeguard

the Group's ability to continue as a going concern

Financial risk management

The Group's objectives and policies relating to financial
risk management are fully explained in note 26 on
pages 64 to 66

Going concern

After making appropriate enquines, the Directors have a
reasonable expectation that the Company and the Group
have adequate resources to continue in operational
existence for the foreseeable future

In coming to their conclusion, the Directors have considered
the Group’s profit plans for the coming year together with
outhne projections for 2014 Using this planned level of profit,
expected returns to shareholders and planned capital
expenditure, the amount of borrowing required to fund

the Group's activities 1s deterrmined This 1s then compared
to the bank lending facilities currently commutted and
expected to be available to the Group The excess of
facilities over and above the funding requirement 1s
known as ‘headroom’ Also considered 1s the projection

of compliance with finanaial covenants imphed by these
plans In addition, these figures are overlaid by vanous
sensitivities to take account of possible changes to the
economic environments in which the Group operates
The impact on Group headroom and covenants of each

of these sensitivities 1s then considered together with the
likelihood of each of these occurning either singly or in
combination The Directors’ conclusions on going concern
remain vahd even when using the sensitised projections

On a regular basis, the Board review updated projections of
future borrowing requirements, facility usage and resulting
headroom, together wth projected covenant comphance,
these are based upon the latest actual results and
borrewing position supplemented by regularly updated
profit forecasts

Based on the above, the Directors consider it appropnate to
continue to adopt the going concern basis in preparing the
financial statements




Carlisle Support Services

This particular business segment has been repositioned in
the autsourced services market place but has simuhtaneously
seen a prolonged reduction in demand within its retail
services and intenors business in particular The combination
of these factors, along with continued price pressure, has led
to the reductions in segment profitability The Board has
taken a conscious decision more clearly to focus the business
into markets where the re-engineening of the service delivery
and the scope for innovation should deliver longer-term
improvements \n margins In addition, the business has
retained the headcount and operational infrastructure in the
expectation that the repasittaning will drnive contract wins
This strategy 1s starting to deliver in the form of new contract
wins The Board believes that the longer-term market place
for outsourcing of cleaning, secunty and other services
remains competitive but with definite growth opportunities
However, given the structural changes taking place in the
wider retail sector withuin the UK, demand is not expected
to recover to levels seen historically As a consequence,
impairment to the carrying value of segment goodwili

ts required

The Board remains committed to thus business segment
within the Group

Insurance

The Group mamntamns a comprehensive Insurance programme
with a number of reputable third-party underwriters The
Group’s insurance policies are reviewed and updated
annually to ensure that there 1s adequate cover for insurable
nsks and that the terms of those policies are optimised

Principal nisks facing the business

Each business considers strategic, operational and financial
risks and 1dentifies actions to mitigate those risks on a
regular basis

The pnncipal risks and uncertamnties are discussed below
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Economic environment

The performance of the Group has a close relationship with and
dependence on the underlying employment trends,
economic environment and government policy of the
countries in which it operates Part of the Group's strategy

i1s to grow the size of the business in order to reduce the
Group's exposure and dependence on any one specific
market sector in any one economy

Competitive environment

In the geographies in which the Group operates, the markets
for the provision of permanent and temporary recruitment
are highly competitive and fragmented Competitor risk
mantfests itself in continued competition for chents and
candidates and in pricing pressures The Group continues to
innovate in terms of both service offerings and service
delivery and also invests in new and existing technologies to
respond to these competitive pressures

Competitors In the staffing market range from large
multi-national organisations to small privately owned local
businesses In all of the Group's markets, it 1s continually
subject to both existing and new competitors The costs
of entry Into general recruitment can be relatively low,
however, in certain specialist sectors such as healthcare,
these costs can rise on the back of increased levels of
comphance required by local regulators and clients In
addition, the Group seeks to operate in those market
segments where we can differentiate our offenng

In certain market segments, the Group’s customers and
clients are becoming increasingly sophisticated in
procurement and buying activity This manifests itself in
the form of complex and detaled competitive tendering
activity and longer lead tmes in deaision making This requires
Increasing investment tn our tendering processes and the
sophistication of our selling activities
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Publie sector

The public sector markets in which the Group operates
are directly dependent on funding from local and national
government organisations Changes in national or
local government spending policies, particularly in reactton
to the UK government’s deficit reduction policy, could
have an adverse /mpact on certain sectors of the Group's
business The Group monitors the industry trends in these
sectors very closely and flexes its cost base as approprate
to manage peaks and troughs in demand

Comphance nsk and regulatory environment

The prowision of staffing and support services requires
an increasing number of checks for comphance both
with legislation and chent contractual arrangements,
these can vary widely by sector and geography Such
compltance requirements are constantly changing with
new legislation being introduced and new or revised
contracts being negotiated

The requirement to auto enrol all employees in a pension
scheme comes into effect in 2013 This wilk have further
operational and IT implications for the businesses The
staggered implementation also means that certain larger
businesses, such as Impellam, could be at a competitive
disadvantage as first adopters of this requirement
Accordingly, not only i1s there a potential to directly impact
profitability, but fallure to meet these requirements could
lead to legal, financial and reputational consequences

The Group takes its responsibilities seriously, 1s committed to
meeting all of its regulatory responsibilities and regularly
reviews its policies, processes and systems to reflect best
practice All employees are informed and trained on any new
requirements as they become necessary, all new
employees receive traimng on all relevant operating
standards and there 15 a team of compliance officers who
regularly conduct spot checks to ensure standards are being
maintaned

Technology systems

The Group 15 reliant on a number of technology systems

in providing 1ts services to chents and in sourcing and
communicating with candidates and staff These systems are
located both in-house and in various data centres These
systems are vulnerable to matters beyond the Group's
control, such as natural disasters and power or
telecommurications fallures Also, the systems could

be vulnerable to improper or negligent operation by
employees or from unauthorised access

The business continues to develop and enhance controls
and associated disaster recovery systems, including
physically separate disaster recovery sites and other areas to
improve its ability to cope with the loss or disruption

of a technology system as a result of any such event In
addition, data protection 1s a key prionity and specific
contractual provisions exist to ensure safety and security

of confidential data

Andrew Burchall
Group Finance Director
29 April 2013
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DIRECTORS’ REPORT

The Directors present therr Annual Report on the affairs of the Group and the Company, together with the consolidated
financial statements and Auditors’ reports, for the fifty-two weeks ended 28 December 2012

Principal activities

The principal activities of the Group comprise the provision of staffing sclutions, human capital management and
outsourced people-related services in the UK, Ireland, North Amenica, mainland Europe, Australia, New Zealand
and South Africa

The pnnaipal activity of the Company is that of a holding company that prowides strategic planning and management services
to its portfolio of subsidiaries

Business review

A review of the business, including future developments, the key performance indicators (KPIs) used and a description of the
principal nsks and uncertainties facing the Group, are included within the Chasrman’s letter, the segmental reports and the
Finance report on pages 2 to 18

Results and dividends

The audited consolidated financial statements for the fifty-two weeks ended 28 December 2012 are set out on pages 29 to 68
The Group profit for the penod after taxation was £9 8 million (52 weeks ended 30 December 2011 £24 3 million), which 1s
transferred to reserves

A maiden interim dividend of 7 O pence per share, in total £3 1 million, was declared and paid in September 2012 following the
intenm results announcement

The Board also declared a special dividend of 35 0 pence per share, a total of £15 4 mullion, with the release of the preliminary
results statement in February 2013

A further, final dividend of 50 pence per share 1s proposed to be paxd if approved at the Annual General meeting te be held in
June 2013

Directors

The Directors whe held office during the period and up to the date of signing these financial statements were

Andrew Wilson Non-executive Director and Chairman

Julia Robertson Group Chief Executive Officer (appointed 8 April 2013}

Andrew Burchall Group Finance Director

Angela Entwistle Non-executive Director (appointed 25 September 2012)

Lincoln Jopp MC Independent Non-executive Director (appointed 23 January 2013)
Eileen Kelliher Independent Non-executive Director (appointed 15 May 2012)
Shane Stone Independent Non-executive Director

As previously reported, Cheryl Jones resigned as Chairman on 5 November 2012 and Kevin Mahoney resigned as a Non-
executive Director on 24 September 2012
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Directors’ biographies

Andrew Wilson
{Chawrman)

Andrew Wilson was apponted as Charrman of the Company in November 2012 Previously Andrew served as a Non-executive
Director of the company since May 2008 Prior to that, Andrew was a Non-executive Director of The Corporate Services Group plc
stnce March 2003 Andrew s Chairman of We Are 2020 plc and a Non-executive Director of Restore ple, Dods Group ple, TLA plc,
Shellproof Limited and Shellshock Limited He 15 also a Non-executive Director of a number of private companies Andrew 1s
not considered to be independent due to his informal links with the major shareholder

Juha Robertson
(Group Chief Executive Officer)

Julia Robertson was appointed Group Chief Executive Officer of the Company in April 2013 Juha joined Carlisle in 2000
following the acquisition of the Tate business Following the 2008 Impellam merger, she was appointed as the dwisional CEQ of
Impellam’s UK Staffing businesses Prior to working for the Group, Juha was Chief Executive of the Institute of Employment
Consultants {now known as the Recruitment Employment Confederation), the professianal body for the recruitment industry in
the UK, and founded her own recruitment business, which was sold to Carlisle alongside Tate

Andrew Burchall
{Group Finance Director)

Andrew Burchall was appointed as Group Finance Director of the Company in May 2008 Previously Andrew was Group
Finance Directer of The Corporate Services Group plc since September 2007 Andrew joined CSG as Finance Director of
Comensura in 2001 In April 2004, he became the Finance Director of Medacs Healthcare Andrew qualified as a Chartered
Accountant with PricewaterhouseCoopers

Angela Entwistle
(Non-executive Director)

Angela Entwistle was appointed a Non-executive Director of the Company in September 2012 Angela 1s a Corporate
Communications Specialist working with companies in the private sector, including Impellam Ventures Limited (formerly
Bearwood Corporate Services Limited} and Dunkeld International investments Limited She was Corporate Communications
Director of ADT Limited, an international business services company and the world's leader in electronic security solutions,
from 1986 to 1997 Angela 1s significantly involved in a number of chanities, incdluding acting as Trustee of both Crimestoppers, the
only UK chanty dedicated to solving crimes, and Prospect Education (Technology) Trust Limited, the umbrella chanty of

the Ashcroft Technology Academy Angela is not considered to be independent due to her links with the major shareholder

Lincoln Jopp MC
(independent Non-executive Director}

Lincoln Jopp was appointed a Non-executive Director of the Company in January 2013 Lincoln served 26 years in the British
Army and throughout his career held a wide varety of leadership and advisory based roles, including Commanding Officer of
the 1st Battalion Scots Guards, Strategic Planner for the Ministry of Defence and Assistant Head of the Ministry of Defence’s
Strategy Unit

Eileen Kelliher
{Independent Non-executive Director}

Eileen Kelliher was appointed a Non-executive Director of the Company in May 2012 Eileen s a sohortor with over 20 years of
merger and acquisiions, corporate and fundraising experience She joined Allen & Overy LLP, one of the world's leading law
firms, as an associate in 1996 and later became an equity partner in the firm in 2001 where she practised until 2012

Shane Stone
{independent Non-executive Director}

Shane Stone was appointed a Non-executive Director of the Company in September 2011 Shane 1s Chairman of the diversified
Group Mayfair (UK} Australia and Executive Chairman of the APAC Group He Chairs ASX listed Regalpoint Resources
Limited Shane 1s on the Advisory Board of Thiess, one of Australia’s and Indonesia’s largest mine contractors and also on the
Advisory Board of mine haulage manufacturer Powertrans He 1s Chairman of the Queensland power utility ENERGEX

He formerly served as Chief Mimister of the Northern Terntory and Federal President of the Liberal Party of Australia He s
barrister by profession, an admitted legal practitioner in Australia and ASIC complant Financial Planner
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Corporate governance

As a Company whose shares are traded on the AIM market of the London Stock Exchange, it 1s not necessary for the Company to
comply with the requirements of the UK Corporate Governance Code 2010 However, the Board believes that it 1s
accountable to the Company’s shareholders and others for good corporate governance and 1s commutted to the same
Where appropriate, taking into account the Company’s size and nature, the Company comphes with the Corporate Governance
Code and 1t also follows the corporate governance guidelines of the Quoted Compames Alhance for companies whose shares
are traded on AIM

Board of Directors

The Board of Directors 1s responsible for overseeing the management of the Group's strategy and its businesses, reviewing
trading performance, ensuring adequate funding, nsk assessment, maintaining a system of nternal controls, corporate
governance matters and reporting to shareholders The Board meets when required and at least ten times per annum Dunng the
period ended 28 December 2012, the Board met on 22 occasions It has a formal schedule of matters specifically reserved to it
for decisions aligned to its oversight responsibilities

The Board considers that the Non-executive Directors bring a range of business and financial experence to the Group All
Directors are subject to election by shareholders at the first opportunity after therr appomtment and subject to re-election
every year

Audit Committee

The Board has an Audit Committee whose responsibilives include oversight of the Group's mternal sk and controls strategy,
including whistle-blowing arrangements, review of the interim and Annual Report and financial statements prior to therr
subrmission to the full Board, and review of reports from the external auditors The Committee also reviews the independence,
objectity, performance, behaviour and effectiveness of the external auditors and the nature of any non-audit services
provided by them

The Audit Committee meets at least twice each year and during the period ended 28 December 2012 met on

three occasions The Audit Committee compnises two Nan-executive Directors — Elleen Keliher (Chairman) and
Andrew Wilson During the year, Kevin Mahoney was Chairman of the committee until stepping down on 24 September 2012
and Shane Stone was also a member until stepping down on 31 July 2012

Remuneration Committee

The Board has a Remuneration Committee which 1s responsible for making recommendations to the Board on Directors’
remuneration and reviews recommendations from the Chairman of the Board on other senior executives’ remuneration,
including perfoermance-related remuneration During the penod ended 28 December 2012, the Remuneration Committee met
on one occasion The remuneration committee comprises two Non-executive Directors — Andrew Wilson (Chairman) and
Angela Entwistle Duning the year, Kevin Mahoney was also a member of the committee until stepping down on

24 September 2012
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Internal control

The Directors have responsibility for the Group’s overall system of internal controls and for reviewing its effectiveness The
Directors recognise that the system of internal control 1s designed to manage and miigate, rather than eliminate, the nisk of
fatlure to achieve business objectives The system can provide only reasonable and not absolute assurance against matenal
financial misstatement or loss

A key element of the system of internal control 1s strategic business planning and performance monitoring Each business has
defined financial performance targets that are agreed by the Board at the beginning of each financial year Financial and
budgetary control systems prowide each business with a clear plan to meet Group objectives These plans contan
measurable performance targets and are continuously monitored to identify shortfalls such that corrective actions can be
taken In addition, the Board has terms of reference which all businesses must operate to Duning the year, the Company

has developed a Risk Register that 1s updated and reviewed on a regular basis, also during the year the Board and Audit
Committee considered the need for an internal audit function and, given the scale and complexity of the Company’s
actimities, concluded that the same will be introduced in 2013

Environmental, social and communication matters

Environmental and sustainable operations

The Group's direct environmental impact as a service-based orgamsation, with no manufactunng faailities and limited
transportation requirements, 1s mimimal The Group is, however, committed to following best practices in the day-to-day
conduct of its business, including the use of sustanable and/or recyclable materals when avallable A review of the potential
impacts on the various businesses 1s undertaken, with parts of the Group already having achieved accrediation to 1ISO 14001
in relation to therr environment management systems

The Group s commutted to meeting all the requirements of relevant health and safety legislation Formal policies are i place
throughout the Group which are regularly reviewed and updated for changes in legislation and best practice The Group
reguires all employees to comply with Group policies in relation to health and safety

Inclusion and diversity

The Group actively encourages diversity in the workplace It has a wide and vaned employee base with employees from
a vanety of soaal and ethnic groups at all levels of the business

The Group believes that by breaking down the barrniers that traditionally have restricted access to the labour market it

will encourage job opportunities for all The Group works to support the communities in which it operates and to help its
chents and suppliers achieve their diversity objectives It 1s committed to providing all employees with a work environment free
of providing discnmination related to sex, race, colour, religion, age, ethnic or national ongin, disability or other
Inappropriate basis

Applications for employment by disabled persons are always fully considered, beanng in mind the aptitudes of the candidate
concerned In the event of members of staff becoming disabled, every effort 1s made to ensure that their employment with the
Group continues and that appropriate adjustments are made It 1s the policy of the Group that the traiming, career
development and promotion of disabled persons should, as far as posstble, be identical to that of other employees

involvement and communications

In the UK, the Group operates a corporate intranet and a number of brand-specific intranets for UK employees that provide
communication for polictes and procedures, as well as the shaning of information, document storage and specific news In the
USA, employee communtcations are also provided by way of a dedicated intranet portal that 1s updated regularly Meetings are
heid between management and employees to allew sharing of information and consultation
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Suppher payment policy

The Group's policy 1s to settle terms of payment with suppliers when agreeing upon the terms of each transaction and to
ensure that suppliers are made aware of the terms of payment The Group abides by the terms of payment Trade payables of
the Group prior to close of business on 28 December 2012 were equivalent to 27 days’ {30 December 2011 23 days”)
purchases, based on the average daily amount invoiced by supphers dunng the period The Company does not have any trade
payables

Charrtable donations

During the period the Group made donations to UK charities of £29,500 (2011 £35,800), this includes £16,200 to Trimity Hospice
and £4,500 to When You Wish Upon A Star The Company made no chantable donations in the penod

Political donations

There were no polhtical donations during either penod

Purchase of own shares

During the pericd, as part of the Group’s on-going capital and treasury management programme, the Company purchased,
through the market, 748,693 (period to 30 December 2011 340,500) of its ordinary shares for consideration of £2 6 millien Full
details are set out in note 20 to the consohdated financial statements

Capital reorganisation

Also during the penod, as part of the Group's on-going capital and treasury management programme, the Company
undertook a share consohdation and sub-dviston which resulted in the repurchase of smaller shareholdings, at a cost of
£0 2 millon Full details are set out In note 20 to the consclidated financial statements

Share options granted

Under an agreement dated 5 November 2012, the Company awarded 500,000 options over Impellam Group plc shares to
Cheryl Jones {formerly Chairman) in recognition of her achievements in the successful turnaround and transformational
restructuring of the Group These options are not associated with any vesting condrtions and hence are accounted for as fully
vesting at the date of grant At the discretion of the Company, the exercise of an option may be satisfied by the making of a
cash payment instead of the delivery of the ordinary shares (see note 21)
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Non-recurring items

The transformational restructuring of the Group has resulted in personnel redundancies, the closure of certain properties
and the write-off of certan associated fixed assets There have also been costs associated with the Caprtal restructuring of the
Impellam Group plc share capital as set out in note 20 and in recrgarusation of the group structure as an integral part of the
ahgnment of the Group These costs are not considered to be part of the normal course of business and are of sufficient size to
be dentified separately on the face of the Income statement and analysed by segment in note &

Goodwill mpairment

The goodwill impairment relates to a reduction in the carrying value of the Carliste Support Services business The profitability of
this business segment has been adversely impacted in recent years by reductions in demand from the retail sector in
particular The majornity of the restructuring costs in this segment during the year relate to the rationalisation of the cost base
for this particular activity With the structural changes taking place in the wider retail sector within the UK, demand 1s not
expected to recover to levels seen histonically As a consequence, an impairment of the carrying value 1s required

Substantial shareholdings

As at 29 Apnil 2013, the Company had been notified of the following disclosable mnterests representing 3% or more of the
issued ordinary share capital of the Company

Percentage held

Lombard Trust 58 6%
Schroder Investment Management Limited 45%
Hof Hoorneman Bankiers 4 3%
Hendrik Van Heijst 37%
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Statement of Directors’ responsibilities

The Directors are responsible for preparing the Annual Report and the 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
prepared the Group financial statements in accordance with International Financial Reporting Standards (IFRSs) as adopted by
the European Union, and the parent Company financial statements in accordance with Umited Kingdom Generally Accepted
Accounting Practice {United Kingdom Accounting Standards and applhicable law) Under company law, the Directors must not
approve the financial statements unless they are satisfied that they give a true and fair view of the state of affairs of the Group
and the Company and of the profit or loss of the Group for that period In preparing these financial statements, the Directors
are required to

« select suitable accounting policies and then apply them consistently,
- make judgements and accounting estimates that are reasonable and prudent,

- state whether IFRSs as adopted by the European Union and applicable UK Accounting Standards have been followed,
subject to any matenial departures disclosed and explaned in the Group and parent Company financial statements
respectively, and

- prepare the financial statements on the going concern basis, unless 1t 1s inappropriate to presume that the Group and
the parent Company will continue in business

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

The Directors are responsible for the maintenance and integnity of the Company's website

Legislation in the United Kingdom governing the preparation and dissemination of financial statements may differ from
legislation in other junsdictions

In the case of each Director in office at the date the Directors’ report 1s approved and in accordance with Section 418 of
the Companies Act 2006

a so far as the Director is aware, there 15 no relevant audit infermation of which the Company's auditors are unaware, and

b he/she has taken all the steps that he/she ought to have taken as a Director in order to make himself/herself aware of any
relevant audit nformation and to establish that the Company's auditars are aware of that information

In accordance with Section 489 of the Companies Act 2006, a resolution to re-appoint PricewaterhouseCoopers LLP as the
Company's auditors will be put to the shareholders at the forthcoming Annual General meeting

This report was approved by the Board on 29 Aprif 2013

J Watson
Secretary
800 The Boulevard
Capability Green
Luton
Bedfordshire LU1 3BA

Registered number 6511961
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Independent Auditors’ report
to the Shareholders of Impellam Group plc

We have audited the group financial statements of Impellam
Group ple for the fifty-two weeks ended 28 December 2012
which comprise the Consolidated income statement, the
Consolidated statement of comprehensive income, the
Consolidated balance sheet, the Consolidated cash flow
statement, the Consolidated statement of changes in equity
and the Notes to the Consolidated financial statements The
financial reporting framework that has been appled in their
preparation 1s apphcable law and International Financial
Reporting Standards ({FRSs} as adopted by the Eurcpean
Unien

Respective responsibilities of
Directors and Auditors

As explained more fully in the Statement of Directors’
Responsibilities as set out on page 26, the Directors are
responsible for the preparation of the financial statements
and for being satisfied that they give a true and fair view Qur
responsibility 1s to audit and express an opinion on the
financial statements 1n accordance with applicable law and
International Standards on Auditing {UK and Ireland) Those
standards require us to comply with the Auditing Practices
Board’s Ethical Standards for Auditors

This report, including the opinions, has been prepared

for and only for the Company’s members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act
2006 and for no other purpose We do not, in giving these
opimons, accept or assume responsibility for any other
purpose or to any other person to whom this report 1s shown or
into whose hands it may come, save where expressly agreed
by our prior consent in writtng

Scope of the audit of the
financial statements

An audit involves obtaining evidence about the amounts and
disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free
from material misstatement, whether caused by fraud or
error This ncludes an assessment of whether the accounting
policies are approprate to the Group’s circumstances and
have been consistently applied and adequately disclosed,
the reasonableness of significant accounting estimates made
by the Directors, and the overall presentation of the financial
statements In addition, we read all the financial and
non-financial iInformation in the annual report to identify
material Inconsistencies with the audited financial statements I
we become aware of any apparent maternal inconsistencies we
consider the imphications far our report

Opinion on financial statements

In our opinion the Group financial statements

- give a true and fair view of the state of the Group's affairs as
at 28 December 2012 and of its profit and cash flows for the
fifty-two weeks 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 Compantes Act 2006

Opinion on other matter prescribed
by the Companies Act 2006

In our opinion the information given in the Directors’ report
for the financial period for which the Greup financial
statements are prepared Is consistent with the Group
finanaial statements

Matters on which we are required
to report by exception

We have nothing to report in respect of the following matters
where the Companies Act 2006 requires us to report to you
if, in our opinion

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

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

Other matter

on the parent Company

of Imgellpm Greoup ple for the




Consolidated income statement
for the fifty-two weeks ended 28 December 2012
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28 December 30 December
2012 2011
Notes fm frm
Revenue 3 1,2108 1,1314
Cost of sales (1,036 7) (949 1)
Gross profit 174 1 182 3
Administrative expenses {156 8) (147 5)
Operating profit 3&4 173 348
Operating profit before non-recumng items 336 367
Non-recurring items 57 (19}
Goodwill mpairment @0 —
Share-based payment (16 —
Operating profit 173 348
Finance income — 04
Finance expense (15) (23
Profit before taxation 158 29
Taxation 8 60} (8 &)
Profit for the period 98 243
Profit attributable to
Owners of the parent Company 98 24 2
Non-controlling interests — 01
?8 243
Earnings per share
Atributable to equity holders of the parent Company
-basic K4 222p 54 0p
-diluted 221p 539
Consohdated statement of comprehensive income
for the fifty-two weeks ended 28 December 2012
28 December 30 December
2012 2011
fm fm
Profit for the period 98 243
Other comprehensive income
Currency translation differences (net of tax) 03 03
Total comprehensive income for the period, net of tax 10 1 240
Total comprehensive income attributable to
Owners of the parent Company 101 239
Nen-controlling interests — 01
101 240
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Consolidated balance sheet
as at 28 December 2012

28 December 30 December
2012 201
Notes fm fm
Non-current assets
Property, plant and equipment 10 52 58
Goodwll 1 511 601
Other intangible assets 12 477 481
Deferred tax assets 19 31 42
Financial assets 13 18 24
1089 1206
Current assets
Trade and other recewables 14 227 8 194 3
Cash and short-term deposits 15 378 223
2656 2166
Total assets 3745 337 2
Current habilities
Trade and other payables 16 197 3 1619
Taxation habilities 33 40
Short-term borrowings 17 210 205
Provisions 18 38 38
2254 1902
Net current assets 402 264
Non-current iabilities
Other payables 01 09
Provisions 18 55 56
Deferred tax iabilities 19 100 12
156 177
Total habilities 2410 2079
Net assets 1335 1293
Equity
Issued share capital 20 04 04
Share premium account 20 155 155
159 159
Other reserves 22 30 927
Retained earnings 246 207
Total equy,a:tﬂbu-ta.blgto equity holders of the parent Company 1335 129 3

(

ges 29 to 68 were approved by the Board on 29 Aprl 2013

Andrew Burchall
Group Finance Director




Consoldated cash flow statement
for the fifty-two weeks ended 28 December 2012
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28 December

30 December

2012 201
Notes fm £m

Cash flows from operating activities
Profit before taxation 158 329
Adjustments for

Net finance expense 15 19

Goodwill mpairment b 20 —_

Depreciation and impairment of property, plant and equipment 10 25 25

Amortisation of software and client relationships 12 36 38

{Profit) / loss on disposal of property, plant and equipment 4 02) 01

322 412

Increase in trade and other recevables (352) (20)
Increase / (decrease) in trade and other payables 363 (2 0)
Decrease in provisions 18 (04 23
Cash generated by aperations 329 U9
Taxation paid (62) {6 5)
Net cash generated by operating activities 267 284
Cash flows from investing activities
Nan-controlling interest acquired — 03
Purchase of property, plant and equipment 10 20 27
Purchase of intangible assets 12 (32 {25
Proceeds of disposal of property, plant and equipment 03 02
Net movement in cther financial assets 13 05 —
Finance income receved — 04
Net cash utilised by investing activities (4 4) 49
Cash flows from financing activities
Net movement in short-term borrowings 25 05 8o
Repayment of guaranteed secured |oan notes — (200)
Purchase and cancellation of own shares (2 8) 12
Capital element of finance lease payments — @
Dividend paid 31 —
Finance expense paid 7 (12) 23
Net cash outflow from financing activities 66) (14 7)
Net increase in cash and cash equivalents 25 157 88
Cpening cash and cash equivalents 223 139
Foreign exchange losses on cash and cash equivalents 25 02 o4
Closing cash and cash equivalents 15* 378 223

*Unrestricted cash available to the Group
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Consolidated statement of changes in equity
for the fifty-two weeks ended 28 December 2012

Retained
Total share capital ~ Other reserves earnings/  Non controlling Total
and share premium (note 22) {deficit) interest equity
£m fm fm fm £m

1 January 2011 159 930 (23) 02 1068
Currency translation

differences (net of tax} — 03) —_ — )]
Total other

comprehensive income — Q3 — — 03
Profit for the perod — —_ 24 2 01 243
Total comprehensive

income In penod —_ 03 242 01 240
Purchase of treasury shares — — (12 _— 12)
Non-contrelling

interest acquired — — — 03 03
30 December 2011 159 927 207 — 129 3
31 December 2011 159 927 207 — 1293
Currency translation

differences (net of tax} — 03 — — 03
Total other

comprehensive income _ 03 — — 03
Profit for the pertod — — 98 — 98
Total comprehensive

income in peried — 03 98 — 101
Purchase of treasury shares — — (2 8) —_ (2 8)
Dividends paid — — 30 — 31
28 December 2012 159 Q30 2446 — 1335




Notes to the consolidated financial statements
for the fifty-two weeks ended 28 December 2012

1 Corporate information

The financial statements of Impellam Group ple ('the Group’)
for the fifty-two weeks ended 28 December 2012 were
authorised for 1ssue by the Board of Directors on 29 April
2013 and the balance sheet was signed on behalf of the
Board by Andrew Burchall

The Group provides staffing solutions, human capital
management and outsourced people-related services from
offices located in the UK, Ireland, North America, mainland
Europe, Australia, New Zealand and South Africa

Impellam Group plc ('the Company’} 1s a public hmited
company incorporated and domiciled in the United
Kingdom under the Comparies Act 2006 with a isting
on the London Stock Exchange, trading on AIM

Its registered office 1s located at

800 The Boulevard
Capability Green
Luton
Bedfordshire

LU1 3BA

United Kingdom

2 Summary of significant
accounting policies

a Basis of preparation

The consoldated financial statements have been prepared in
accardance with Intemational Financial Reporting Standards
(IFRSs) and International Financial Reporting Committee {IFRIC)
interpretations as endorsed by the European Union and
those parts of the Companies Acts 2006 applicable to
companies reporting under IFRS The financial statements
have been prepared on the historical cost basis except where
ctherwise identified and as modified for the revaluation

of certain financial assets at farr value through the income
statement The pnnapal accounting palicies adopted are set
out below The financial statements are presented in pounds
sterling and all values are rounded to the nearest £0 1 million
(Em) except where otherwise indicated Foreign operations are
included 1n accordance with note 2(d) below

Basis of consoldation

The conschdated financial statements compnise the financial
statements of Impellam Group plc and all of its subsidianes
as at 28 December The finanoial statements of subsidianes
are prepared for the same reporting period as the parent
company Each company, including the parent, use locally
applicable generally accepted accounting practice (GAAP}
for the preparation of therr ndividual financial statements
Adjustments are made to bring these into line with the IFRS
pohcies adopted by the Group, as required

Subsidianes are consolidated from the date on which the
Group obtains control and cease to be consolidated from
the date on which the Group ceases its control

Accounting policies have been applied consistently
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b Changes in accounting policies
and disclosures
» Standards, amendments and interpretations effective
n 2012
Annual improvements 2011

« A collection of eleven amendments to six standards and
one interpretation as part of the IASB programme of
annual improvements with minimal impact to the Group

.

Standards, amendments and interpretations effective in
2012 but not relevant for the Group

The following standards, amendments and interpretations
are mandatory for the first ime for the current accounting
period but are not relevant to the Group’s operations

« 1AS 12 'Income Taxes — Recovery of underlying assets’
(effectve 1 January 2012)

« IFRS 1 amendment 'First-tme adoption of international
financial reporting standards’ (effective 1 July 2011)

» IFRS 7 ‘Financial instruments disclosures - Enhanced
derecognition disclosure requirements’ (effective
1 July 2011)

New standards and interpretations to existing standards
that are not yet effective and have not been early adopted
by the Group

The following new standards and interpretations to existing
standards have been published that are mandatory for the
Group’s future accounting, which the Group does not
expect to have significant impact on its accounting policies or
disclosures

+ |AS 1 ‘Financial Statement Presentation — Presentation
of items of other comprehensive income’ {effective 1 July
2012

- IAS 19 'Employee benefits (Amendment)’ (effective
1 January 2013}

+ IAS 27 'Separate financial statements {as revised in 2011)’
(effective 1 January 2013)

+ |1AS 28 'Investments in associates and joint ventures
{as revised in 2011} (effective 1 January 2014}

« IFRS 9 ‘Financial instruments classihcation and
measurement’ (effective 1 January 2015)

+ IFRS 10 ‘Conschidated financial statements’ (effective
1 January 2014)

« IFRS 11 *Joint arrangements’ (effective 1 January 2014)

« IFRS 12 ‘Disclosure of involvement with other entities’
(effective 1 January 2014)

- IFRS 13 ‘Fair value measurement’ (effectve
1 January 2013}
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Notes to the consolidated financial statements
for the fifty-two weeks ended 28 December 2012

¢ Significant accounting judgements

In applying the Group's accounting policies the following
Judgements have been made that may have a significant
effect on the amounts recogrised in the finanaal statements

Impawrment of goodwilf and other intangible assets

The Group determines whether goodwill and other
intangible assets are permanently impaired on an annual
basis or otherwise when changes in events or situations
indicate that the carrying value may not be recoverable
This requires an estimation of the recoverable amount of the
cash-generating unit to which the assets are allocated
Estirnating the value in use requires the Group to make an
estimate of the future cash flows from the cash-generating
unit and also to choose a suitable discount rate in order to
calculate the present value of those cash flows More details
of the carrying value and impairment review, including
sensitivities, are given in note 11 and the Finance report on
pages 1410 18

Workers’ compensation

The Group’s US operations maintain insurance policies
with significant excesses, below which claims are bormne

by operations A prowvision is recorded for estimated costs of
claims or losses anising from past events

The level of provision required s based upon independent
actuarial estimates These estimates take into account

the ultmate cost, less amounts paid to date, in respect

of accidents oceurring between policy inception and
Decembker 2012, the peniod covered by these self-insurance
arrangements An allowance 1s made for clasms incurred but
not reported in line with standard actuanal practice {see note
18)

Doubtfuf debt provision

Prowision is made for all amounts included within trade
recewvables to the extent that recoverabihity 1s in doubt
erther due to the adverse aging of the amount recoverable
or where circumstances with respect to individual clients and
customers suggest that recoverability 1s in question

Deferred tax

The Group’s policy on recognising deferred tax assets is set
out below in note 2{m} As a result of mproved profitability,
the Company has decided to recognise certain deferred
tax assels

d Currencies and foreign currency translation

The functional and presentation currency of Impellam and 1ts
UK subsidiaries 1s sterling Foreign operations are located 1n
North America, Europe, Australia, New Zealand and
South Africa which use their local currencies as their
functional currencies

On consohdation, at the reporting date the assets and
labilities of the Group's foreign operations are translated
into the presentation currency of the Group at rates ruling on
the balance sheet date Income and expense items are
translated at weighted average exchange rates for the penod,
as this 1s considered a reasonable approximation to actual

translated rates The exchange differences ansing from
this retranslation are recogmised in the statement of
comprehensve income and accumulated to a foreign
currency translation reserve in equity

Transactions in foreign currencies are initially recorded in the
functional currency using the rate of exchange ruling at the
date of the transaction At each balance sheet date,
monetary assets and habilities that are denominated in
foreign currencies are retranslated at the rates prevailing
on the balance sheet date All differences are taken to the
income statement Non-monetary items that are measured in
terms of historical cost in a foreign currency are translated using
the exchange rate as at the date of the inial transaction
Non-monetary items measured at fair value in a foreign
currency are translated using exchange rates at the date
when the fair value was determined

Exchange differences on monetary items recevable from or
payable to a foreign operation for which settlement 1s neither
planned nor likely to occur, therefore forming part of net
investment in the foreign operation, and the tax charges and
credits attributable to the exchange differences on these
balances are dealt wath in the statement of comprehensive
income and accumulated to a forexgn currency translation
reserve in equity

e Property, plant and equipment

Property, plant and equipment is stated at historic cost less
accumulated depreciation and any imparrment in value
Historic cost includes expenditure that 1s directly attnbutable
to the acquisition of the items Depreciation 1s calculated on
a straight-line basis over the estimated useful e of the asset
as follows

Freehold bulldings -~ over 50 years

Short leasehold — over the term of the lease
property

Furriture, fittings — between 3 and 10 years

or to the end of the lease,
whichever is shorter at
the start of the assets’ Iife

and equipment

Computer equipment - between 3 and 7 years

The residual value and estimated useful lives of assets are
reviewed, and adjusted if appropriate, at each balance
sheet date

The carrying value of property, plant and equipment is
reviewed for impairment when events or changes in
arcumstances indicate that the carrying value may not
be recoverable

Anitem of property, plant and equipment s derecognised
upen disposal or when no future economic benefits are
expected to anse from the contmued use of the asset Any
gain or loss ansing on derecognition of the asset (calculated
as the difference between the net disposal proceeds and the
carrying value of the item) 1s included in the income
staternent in the period the item is derecognised




f Goodwill

Goodwill acquired in a business combination represents the
excess of the farr value of the cost of acquisition (at the date
of exchange) over the farr value of the identifiable assets,
habilities and contingent liabilities acquired on the date of
acquisition Acquisition-related costs are expensed to the
income statement as incurred

Goodwill 1s recogmised as an asset in the consohdated
balance sheet of the Group and 1s recorded at cost less
any accumulated impairment losses The carrying value
of goedwill 1s reviewed for impairment annually or more
frequently If events or changes in circumstances indicate
that the carrying value may be impared Any mpaiment
charge 1s recognised immediately in the income statement
and 1s not subsequently reversed

For the purpose of impairment testing, goodwill acquired in
a business combination 1s, from the acquisition date,
allocated to each of the Group’s cash-generating units
{business segments) that 15 expected to benefit from the
combmation Each group of cash-generating uruts to which
the goodwill 1s so allocated represents the lowest level within
the Group at which the goodwilt is monitored for internal
management purposes

Impairment 1s determined by assessing the recoverable
amount of the cash-generating unit to which the
goodwill relates Where the recoverable amount of
the cash-generating unit 1s less than the carrying amount,
an impairment loss 1s recogrised

g Other intangible assets

Other intangible assets represent the carrying value of
brands and client relationships, identified on business
combinations, and of computer software and licences

Carrying value is equal to cost less accumulated amortisation
and impairment or, In the case of assets acquired through
business combinations, fair value at date of acquisition less
accumulated amortsation and impairment

Brands are defined as having indefinite useful lives and

are subject to an annual imparment review, more frequent If
circumstances indicate that there may be impairment

The expense Is taken to the iIncome statement through the
'depreciation and amortisation’ line

Chent relationships are defined as having finite useful lives
and the costs are amortised on a reducing balance basis over
the estimated useful lives of each of the assets (see note

12) The expense 1s taken to the income statement through
the "depreciation and amortisation’ line

Externally acquired computer software and licences are
capitalised at the costs incurred to acquire and bring into use
the speafic software

Internalty generated computer software programs are
capitalised to the extent that costs can be separately
dentified and attributed to particular software programs,
measured reliably, and that the asset developed can be
shown to generate future economic benefits
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Computer software and licences are defined as having finite
useful lives and the costs are amortised on a straight-line
basis aver the estimated useful hives of each of the assets,
considered to be between three to five years The expense s
taken to the income statement through the ‘depreciation
and amortisation’ line

All costs relating to the ‘research’ phase of the software
development cycle, together with costs not separately
identifiable and attributable to particular program
development, are expensed directly to the income statement
In the penod in which 1t is Incurred

All intangible assets are also reviewed for impairment
whenever there 1s an indication that the carrying amount
may be impaired Useful ives are also examined on an
annual basis and adjustments, where applicable, are made
on a prospective basis

h Implementation costs

Costs directly attnbutable to the implementation of a contract
and which can be separately dentified and measured reliably
are capitalised when income from that contract i1s virtually
certain and where they meet the criteria for recogrition as an
asset under the IASB framework These costs are included
within trade and other receivables on the balance sheet so
long as the estimated future cash flows from the contract are
no less than the capitalised amount These capitalised costs
are amortised over the Iife of the contract on a
straight-line basis If the contract becomes loss making,
any unamortised costs are written off immediately

1 Finanaal assets

Financial assets are classified as “financial assets at fawr value
through the income statement’, ‘loans and recevables’, ‘hefd
to matunty investments’, or as 'avallable-for-sale financial assets’,
as appropnate The Group determines the classification of its
financial assets at nitial recognition and where allowed and
appropriate re-evaluates this designation at each financial
penod-end When financial assets are recognised initially,
they are measured at fair value, being the transaction pnce
plus, In the case of financial assets not at fair value through
the income statement, directly attributable transaction
costs

Investments

The Group's investments are classified as held at farr value
through the Income staternent They are further classified as
non-current unless management expects to dispose of the
investment within twelve months of the balance sheet date

These investments refate to the deferred compensation plan
detalled in note 2(p) below where the employee’s entitlement 1s
hmited to the market value of the fund On this basis the use of
farr value through the income statement 1s permitted, because
it eliminates a measurement inconsistency (‘accounting
rmismatch’) that would otherwise arnse from measuring assets
or habilities or recognising the gains or losses on them on a
different basis

Subsequent to inhial recognition, these investments are held
at fair value, the far values are based upon bid prices ruling
at the balance sheet date Fair value adjustments

are recognised through the iIncome statement
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