THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. If you are in any doubt about the contents
of this document or the action you should take, you should immediately consult a person authorised under FSMA who specialises in advising
on the acquisition of shares and other securities.
This document, which constitutes an AIM admission document, has been drawn up in accordance with the AIM Rules for Companies.
Application will be made to London Stock Exchange plc for the whole of the issued share capital of Impellam to be admitted to trading
on AIM. It is expected that Admission will become effective and that trading in Impellam Shares will commence on AIM at 8.00 a.m.
on 7 May 2008. AIM is a market designed primarily for emerging or smaller companies to which a higher investment risk tends to be
attached than to larger or more established companies. A prospective investor should be aware of the risks in investing in such
companies and should make the decision to invest only after careful consideration and, if appropriate, consultation with an
independent financial adviser. Each AIM company is required pursuant to the AIM Rules for Companies to have a nominated adviser.
The nominated adviser is required to make a declaration to the London Stock Exchange on Admission in the form set out in Schedule
Two to the AIM Rules for Nominated Advisers. The AIM Rules for Companies are less demanding than those of the Official List. AIM
securities are not admitted to the Official List and it is emphasised that no application is being made for admission of Impellam Shares
to the Official List or any other recognised investment exchange and no application has been or is being made for Impellam Shares to
be admitted to trading on any such exchange. Further, neither London Stock Exchange plc nor the Financial Services Authority has
examined or approved the contents of this document.
The whole of the text of this document should be read. Your attention is drawn to the Risk Factors set out in Part II of this document.
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CENKOS SECURITIES PLC
Share Capital on Admission of Enlarged Impellam Group
Authorised
Issued and fully paid
Amount
Number
Amount
Number
£30,000,000 3,000,000,000
ordinary shares of 1 penny each
£443,924.79 44,392,479
The Impellam Shares (as defined on page 6 of this document) have not and will not be registered under the United States Securities
Act of 1933, as amended, or under the securities laws of any state of the United States or under the securities laws of any of Canada,
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Exchange Act of 1934 (as amended) and Impellam is not seeking to list its securities on any United States exchange or quotation system
and does not expect there to be a market for its shares in the United States.
Cenkos Securities plc, which is regulated in the United Kingdom by the Financial Services Authority, is acting as nominated adviser to
Impellam in relation to Admission and is not acting for any other persons and will not be responsible to such persons for providing protections
afforded to customers of Cenkos Securities plc or advising them on the contents of this document or any matter referred to in it.
This document contains forward-looking statements. These relate to Impellam’s, Corporate Services Group’s, Carlisle’s and the Enlarged
Impellam Group’s future prospects, developments and strategies and certain plans and objectives of the boards of directors of Impellam,
Corporate Services Group and Carlisle. Forward-looking statements are identified by their use of terms and phrases such as “anticipate”,
“believe”, “could”, “envisage”, “estimate”, “expect”, “intend”, “may”, “plan”, “will” or the negative of those, variations or comparable
expressions, including references to assumptions. All statements other than statements of historical facts included in this document, including
(without limitation) those regarding Impellam’s, Corporate Services Group’s, Carlisle’s and/or the Enlarged Impellam Group’s financial
position, business strategy, plans and objectives of management for future operations are forward looking statements. Such forward looking
statements involve known and unknown risks, uncertainties and other important factors that could cause actual results, performance or
achievements of Impellam, Corporate Services Group, Carlisle and/or the Enlarged Impellam Group to differ materially from those expressed
or implied by those statements. The forward looking statements in this document are based on current expectations and assumptions relating
to Impellam’s, Corporate Services Group’s, Carlisle’s and/or the Enlarged Impellam Group’s present and future business strategies and the
environment in which Impellam, Corporate Services Group, Carlisle and/or the Enlarged Impellam Group will operate in the future. These
forward looking statements speak only as at the date of this document, Impellam, Corporate Services Group, Carlisle and/or the Enlarged
Impellam Group expressly disclaim any obligation or undertaking to disseminate any updates or revisions to any forward looking statements,
contained herein to reflect any changes in Impellam’s, Corporate Services Group’s, Carlisle’s and/or the Enlarged Impellam Group’s
expectations with regard thereto or any change in events, conditions or circumstances on which any such statement is based except to the extent
required by applicable laws or regulations.
Copies of this document will be available free of charge during normal business hours on any weekday (except Saturdays, Sundays or public
holidays) at the offices of Allen & Overy LLP, One Bishops Square, London E1 6AO and at the offices of Mayer Brown International LLP,
11 Pilgrim Street, London EC4V 6RW from the date of this document until the date which is one month from the date of Admission.
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EXPECTED TIMETABLE OF PRINCIPAL EVENTS
Publication of this document

14 March 2008

Completion of Merger

6 May 2008

Completion of Acquisition

7 May 2008

Admission to become effective and dealings in Impellam Shares to commence

8.00 a.m. on 7 May 2008

Crediting of Impellam Shares to CREST accounts

8.00 a.m. on 7 May 2008

Despatch of definitive share certificates in respect of Impellam Shares
The dates given are based on Impellam’s current expectations and may be subject to change.
All references to time in this document are to London time, unless otherwise stated.
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Within 14 days after Admission

ADMISSION STATISTICS*
Number of Existing Impellam Shares*

100

Number of New Impellam Shares to be issued pursuant to the Merger*

23,010,700

Number of New Impellam Shares to be issued pursuant to the Acquisition*

21,381,679

Enlarged Impellam Share Capital*

44,392,479

*Assuming that the maximum number of Impellam Shares are issued pursuant to the Merger and the Acquisition and that no further
Impellam Shares, Corporate Services Group Shares or Carlisle Shares are issued prior to Completion.
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DEFINITIONS
In this document, unless the context requires otherwise, defined terms shall have the meaning given to them
below:
Acquisition

the proposed acquisition of the entire issued and to be issued
share capital of Corporate Services Group by Impellam to be
effected by way of the Scheme;

Acts

the Companies Act 1985 as amended (to the extent still in force)
and/or the Companies Act 2006 (to the extent in force);

Admission

the admission of the Enlarged Impellam Share Capital to trading
on AIM becoming effective in accordance with Rule 6 of the
AIM Rules for Companies;

AIM

AIM, the market of that name operated by the London Stock
Exchange;

AIM Rules for Companies

the rules and guidance for companies whose shares are admitted
to trading on AIM entitled “AIM Rules for Companies” as
published by London Stock Exchange, as amended from time to
time;

AIM Rules for Nominated Advisers

the rules and guidance for nominated advisers as published by
London Stock Exchange, as amended from time to time;

Approved Scheme

The Corporate Services Group plc No. 1 Executive Share Option
Scheme 2000;

Barclays

Barclays Bank plc;

Carlisle

Carlisle Group Limited, a company incorporated in Belize under
the IBCA, with registered number 44136;

Carlisle Directors

the directors of Carlisle as at the date of this document and
“Carlisle Director” shall mean any one of them;

Carlisle Group

Carlisle and its subsidiary undertakings and for these purposes
“subsidiary undertaking” has the meaning given by the Acts;

Carlisle Shareholders

holders of Carlisle Shares, each individually being a “Carlisle
Shareholder”;

Carlisle Shares

ordinary shares of 10 pence each in the capital of Carlisle;

Cenkos

Cenkos Securities plc, which is authorised and regulated in the
UK by the FSA;

certificated form or in certificated form

a share or other security which is not in uncertificated form (that
is, not in CREST);

Circular

the document dated 14 March sent to Carlisle Shareholders with
this document which describes the Merger;

Completion

completion of the Merger in accordance with the Merger Plan
and the Scheme becoming effective in accordance with its terms;

Corporate Services Group

The Corporate Services Group plc, a company incorporated
under the laws of England and Wales with registered number
490212;
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Corporate Services Group Directors

the directors of Corporate Services Group as at the date of this
document (being the Proposed Directors) and “Corporate
Services Group Director” shall mean any one of them;

Corporate Services Group Shareholders

holders of Corporate Services Group Shares;

Corporate Services Group Shares

ordinary shares of one penny each in the capital of Corporate
Services Group;

Court

the High Court of Justice in England and Wales;

CREST

the relevant system (as defined in the Regulations) operated by
Euroclear in accordance with which securities may be held or
transferred in uncertificated form;

CSG Group

Corporate Services Group and its subsidiaries and subsidiary
undertakings and for these purposes “subsidiary
undertakings” shall have the meaning given by the Acts;

CSG Options

as described in paragraph 4.2 of Part VI;

Directors or Board

the directors of Impellam whose names are set out on page 9 of
this document;

Enlarged Impellam Group

the Impellam Group as enlarged following (i) the Merger and (ii)
the Acquisition;

Enlarged Impellam Share Capital

the entire issued share capital of Impellam following (i) the
Merger and (ii) the Acquisition;

Euroclear

Euroclear UK & Ireland Limited, a company registered in
England and Wales with registered number 2878738;

Existing Impellam Shares

the Impellam Shares in existence at the date of this document;

FSA

Financial Services Authority;

FSMA

Financial Services and Markets Act 2000, as amended;

General Meeting

the general meeting of Corporate Services Group to be convened
at the offices of Mayer Brown International LLP, 11 Pilgrim
Street, London EC4V 6RW on 9 April 2008 at 9.30 a.m. (or as
soon thereafter as the meeting convened by the Court shall have
been concluded or adjourned) (and any adjournment thereof);

IBCA

the Belize International Business Companies Act, 1990;

Impellam or the Company

Impellam Group plc, a public limited company incorporated
under the laws of England and Wales under the Companies Act
1985 with registered number 6511961;

Impellam Group

Impellam and its subsidiaries and subsidiary undertakings
following (i) the Merger and (ii) the Acquisition and
“subsidiary undertaking” shall have the meaning given by the
Acts;

Impellam Redeemable Preference Shares

redeemable, non-voting preference shares of £1 each in the
capital of Impellam;

Impellam Shares

ordinary shares of one penny each in the capital of Impellam;

Impellam Shareholders

holders of Impellam Shares;
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London Stock Exchange

London Stock Exchange plc;

Lord Ashcroft

Lord Ashcroft KCMG;

Merger

the proposed merger of Impellam with Carlisle to be effected by
a statutory merger in accordance with IBCA, the terms and
conditions of which are set out in the Merger Plan;

Merger Plan

the conditional merger plan relating to the Merger;

New CSG Options

as described in paragraph 4.2 of Part VI;

New Impellam Shares

the new Impellam Shares proposed to be issued in accordance
with (i) the terms of the Merger; and (ii) the Scheme;

New Options

as defined in paragraph 4.1 of Part VI;

Notes

10 per cent. Guaranteed Secured Notes due 2011 issued by
Corporate Services Group which are admitted to the Official
List;

Nominated Adviser and/or Broker

Cenkos;

Offer Period

the period commencing on 6 February 2008 and ending on the
date on which the Scheme becomes effective or lapses;

Official List

the Official List of the UK Listing Authority;

Options

as defined in paragraph 4.1 of Part VI;

Plan

Carlisle Group Long-Term Incentive Plan;

Proposed Directors

the proposed directors of Impellam whose names are set out at
page 9 of this document;

Regulations

the Uncertificated Securities Regulations 2001 (SI 2001,
No. 3755);

Resolution

the special resolution to be proposed at the General Meeting in
connection with, amongst other things, the Scheme, notice of
which is set out at the end of the Scheme Circular;

Scheme

the scheme of arrangement proposed to be made under section
425 of the Companies Act 1985 and Part 26 of the Companies
Act 2006 as set out in Part III of the Scheme Circular in its
present form or with or subject to any modification, addition or
condition approved or imposed by the Court and agreed to by
Corporate Services Group and Impellam;

Scheme Circular

the circular sent to Corporate Services Group Shareholders in
connection with the Acquisition together with this document;

Staffing Services Division

the temporary and permanent staff recruitment service and
solutions business of the Carlisle Group;

Support Services Division

the support services business carried on by the Carlisle Group;

Takeover Code

the City Code on Takeovers and Mergers;

T1 Options

as defined in paragraph 4.1 of Part VI;

T2 Options

as defined in paragraph 4.1 of Part VI;
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UK or United Kingdom

United Kingdom of Great Britain and Northern Ireland;

UK Listing Authority

the FSA acting in its capacity as the competent authority for the
purposes of Part VI of FSMA;

Unapproved Scheme

The Corporate Services Group plc No. 2 Executive Share Option
Scheme

uncertificated or in uncertificated form

shares recorded on the register as being held in uncertificated
form in CREST, and title to which may be transferred by means
of CREST;

United States, USA or US

the United States of America, its territories and possessions, any
state or political sub-division of the United States of America
and the District of Columbia;

£, pence, penny or p

the lawful currency of the United Kingdom; and

US$

the lawful currency of the United States.

All references to time in this document are to London time. Words importing the singular shall include the
plural and vice versa and words importing the masculine gender shall include the feminine or neutral gender.
All references to legislation in this document are to the legislation of England and Wales unless the contrary
is indicated. Any reference to any provision of any legislation shall include any amendment, modification,
re-enactment or extension thereof.
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SUMMARY OF KEY INFORMATION
The following summarised information is derived from and should be read in conjunction with the full text
of this document. You should read the whole of this document and not rely solely on the key information set
out below. In particular your attention is drawn to the risk factors set out in Part II of this document.
INTRODUCTION
Impellam has recently been incorporated in England and Wales for the specific purpose of merging with
Carlisle and acquiring Corporate Services Group. It is intended that Impellam will, as a consequence of the
Merger and the Scheme, become the holding company of the Carlisle Group and the CSG Group. This will be
effected by Impellam merging with Carlisle under Belizean law and acquiring Corporate Services Group by
means of a scheme of arrangement under section 425 of the Companies Act 1985 and Part 26 of the Companies
Act 2006. Following Completion, it is intended that Impellam will be admitted to trading on AIM. Admission
is conditional upon completion of the Merger but is not conditional upon completion of the Acquisition.
Under the terms of the Merger, Carlisle Shareholders will receive one Impellam Share for each Carlisle
Share held. Under the terms of the Scheme, Corporate Services Group Shareholders will receive 1 Impellam
Share for every 50.4 Corporate Services Group Shares held.
In addition, Carlisle has incorporated a subsidiary, Shellproof Limited, which it has capitalised at £4 million.
Carlisle has declared a dividend in specie of the shares in Shellproof Limited to be paid to Carlisle
Shareholders on or around 9 April 2008, conditional on the approval of the Scheme and the Resolution at the
Meetings.
Immediately following Completion, assuming that the maximum number of Impellam Shares are issued
pursuant to the Merger and the Acquisition and that no further shares are issued by Impellam, Corporate
Services Group and/or Carlisle, it is expected that Corporate Services Group Shareholders will hold
approximately 48.2 per cent. of the Enlarged Impellam Share Capital and Carlisle Shareholders will hold
approximately 51.8 per cent. of the Enlarged Impellam Share Capital. On the basis of the same assumptions,
it is anticipated that, following Completion, Lord Ashcroft will be interested in 54.7 per cent. of the Enlarged
Impellam Share Capital. Lord Ashcroft is, at the close of business on 13 March 2008 (being the latest
practicable date prior to the publication of this document), interested in approximately 77.9 per cent. of the
share capital of Carlisle and approximately 29.7 per cent. of the share capital of Corporate Services Group.
Furthermore, the boards of Impellam and Carlisle have agreed that at the time of the Merger, options over
Carlisle Shares will be cancelled in exchange for the grant of equivalent options over Impellam Shares as
described in paragraph 4.1 of Part VI of this document. Should all of these exchanged options be exercised,
former Carlisle Shareholders and holders of these exchanged options will hold approximately 53 per cent.
of the Enlarged Impellam Share Capital (as adjusted for these exchanged options) and Corporate Services
Group Shareholders will hold approximately 47 per cent. of the Enlarged Impellam Share Capital. On the
basis of the same assumptions, it is anticipated that Lord Ashcroft will be interested in 53.4 per cent. of the
Enlarged Impellam Share Capital (as adjusted for these exchanged options).
Further details of the Merger and the Acquisition are set out in paragraph 9 of Part I of this document.
INFORMATION ON IMPELLAM
(a)

Background
Impellam was incorporated on 21 February 2008 and was formed specifically for the purposes of
acquiring both Corporate Services Group and Carlisle. The entire issued share capital of Impellam as
at the date of this document is 100 ordinary shares of 1 penny each and 49,999 redeemable preference
shares of £1 each, of which one ordinary share is held by Hino Limited (on trust for Manco Investment
Limited) and the remainder of the shares are held by Manco Investment Limited. Hino Limited and
Manco Investment Limited are companies controlled by Lord Ashcroft.
The Impellam Redeemable Preference Shares were issued to ensure that Impellam meets certain UK
company law requirements for its minimum share capital. They will be redeemed immediately
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following completion of the Merger, and prior to the Scheme becoming effective, out of distributable
reserves of Impellam which will arise as a consequence of the Merger. In addition, in order to ensure
that Manco Investment Limited’s shareholding in Impellam immediately following the Merger is
proportional to its shareholding in Carlisle prior to the Merger, Manco Investment Limited will
receive 100 less Impellam Shares pursuant to the Merger than it would otherwise have been
beneficially entitled to receive.
Impellam has not traded or carried on business prior to the date of this document other than to enter
into certain arrangements in contemplation of the Merger and the Acquisition, details of which are set
out in paragraph 8 of Part VI of this document. Following Completion, Impellam will carry on the
integrated businesses of Corporate Services Group and Carlisle. Details of the brands under which
Impellam will operate and its business lines are described in more detail in the business description
in Part I of this document.
(b)

Company Strategy
The Directors and Proposed Directors believe that the combination of Carlisle and CSG Group will
yield numerous advantages to Impellam Shareholders compared with each entity operating on a
standalone basis. The Directors and Proposed Directors believe that the Enlarged Impellam Group
creates a diversified business operating across a wide range of labour related markets as well as in
outsourced support services with total combined revenues for the year ended 31 December 2007 of
approaching £1 billion. Following Completion, the Enlarged Impellam Group will hold an increased
number of brands operating across a broad range of staffing sectors, as well as in outsourced support
services markets.
The Directors and Proposed Directors believe that this breadth of exposure can be successfully
harnessed and developed with scaleability possible in a number of brands and further believe that
Impellam’s breadth of sector coverage may help to some degree to protect it from a downturn in any
one specific sector of the staffing market. This is strengthened by its presence in the less cyclical
support services market.
Each of the Enlarged Impellam Group’s trading brands will be sector focused and will continue to
target growth in their respective markets within a framework of controls and coordination provided,
where appropriate, by central functions.
The Directors and Proposed Directors believe that the Enlarged Impellam Group will hold an
increased number of brands operating across a broad range of sectors leaving it well positioned to
manage its portfolio and over time to realise potential value from its brands to enable it to reduce its
debt and increase free cash flow thereby strengthening the financial position of the Enlarged Impellam
Group.
The Directors and Proposed Directors believe that the combination of Corporate Services Group and
Carlisle also offers significant potential savings and synergy benefits relating to both personnel and
properties.
As a consequence of the Merger and the Acquisition, it is anticipated that changes will be made to the
current operating and legal structures of the two separate groups. It is expected that such changes will
maintain the market sector focus of each of the brands and in some cases extend and enhance brand
positions. It is anticipated that duplication of activity will be minimised across the Enlarged Impellam
Group and costs will be reduced where appropriate. This change programme will principally involve
people and property rationalisation in certain markets and in central functions. The programme is
anticipated to take place largely during the first year following Completion.
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FINANCIAL INFORMATION AND CURRENT TRADING
Impellam has not yet traded, however, following Completion it will combine each of the operations of
Carlisle Group and CSG Group. Financial information on these two groups is included in Parts III and IV
respectively of this document.
(a)

Carlisle Group current trading
Carlisle Group reported results for the nine months to 31 December 2007 on 3 March 2008, during
which period Carlisle Group’s revenues were increased by 8.5 per cent. compared with the same
period for the previous financial year. Since 31 December 2007, Carlisle Group has continued to trade
in line with the Carlisle Directors’ expectations.

(b)

CSG Group current trading
Corporate Services Group made the following statement in its preliminary results announcement
released on 4 March 2008:
“Whilst the Board is mindful of recent commentary on the general economic environment in both the
USA and the UK it is pleased to report that trading in the first eight weeks of the year has been in line
with the Board’s expectations.
Trading in the UK commercial staffing segment is in line with the Board’s expectations and
comfortably ahead of the comparable period last year. Trading in the US commercial staffing segment
is both in line with the Board’s expectations and comparable to the same period in 2007.
Trading in the UK healthcare staffing segment is in line with the Board’s expectations and significantly
ahead of the comparable period for 2007. Trading in our UK vendor procurement business is in line with
the Board’s expectations and significantly ahead of the comparable period in 2007.”

BOARD AND KEY MANAGEMENT
The Directors and Proposed Directors are listed at page 9. The Proposed Directors’ appointment to the board
of Impellam will be conditional on Completion.
Directors
Non-Executive
Kevin Mahoney (currently Non-Executive Chairman of Carlisle) has been appointed Non-Executive
Chairman with particular focus on the effective integration of the two businesses.
Executive
Richard Bradford (currently Chief Executive Officer of Carlisle) has been appointed as Group Chief
Operating Officer.
Proposed Directors
Executive
Desmond Doyle (currently Group Chief Executive Officer of Corporate Services Group) will be Group Chief
Executive Officer.
Andrew Burchall (currently Group Finance Director of Corporate Services Group) will be Group Finance
Director.
John Rowley (currently Group Development Director of Corporate Services Group) will be Group
Development Director.
Non-Executive
The Senior Independent Director will be Noël Harwerth (currently Senior Independent Director and Acting
Chairman of Corporate Services Group); Adrian Carey, Valerie Scoular and Andrew Wilson will also be
appointed as non-executive directors. All are currently Non-Executive Directors of Corporate Services
Group.
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PART I
INFORMATION RELATING TO THE COMPANY AND THE
ENLARGED IMPELLAM GROUP
1.

INTRODUCTION

Impellam has recently been incorporated in England and Wales for the specific purpose of acquiring Carlisle
and Corporate Services Group. It is intended that Impellam will, as a consequence of the Merger and the
Scheme, become the holding company of the Carlisle Group and the CSG Group. This will be effected by
Impellam merging with Carlisle under Belizean law and acquiring Corporate Services Group by means of a
scheme of arrangement under section 425 of the Companies Act 1985 and Part 26 of the Companies Act
2006. Following Completion, it is intended that Impellam will be admitted to trading on AIM. Admission is
conditional upon completion of the Merger but is not conditional upon completion of the Acquisition.
Under the terms of the Merger, Carlisle Shareholders will receive one Impellam Share for each Carlisle
Share held. Under the terms of the Scheme, Corporate Services Group Shareholders will receive one
Impellam Share for every 50.4 Corporate Services Group Shares held.
In addition, Carlisle has incorporated a subsidiary, Shellproof Limited, which it has capitalised at £4 million.
Carlisle has declared a dividend in specie of the shares in Shellproof Limited to be paid to Carlisle
Shareholders on or around 9 April 2008, conditional on the approval of the Scheme and the Resolution at the
Meetings.
Immediately following Completion, assuming that the maximum number of Impellam Shares are issued
pursuant to the Merger and the Acquisition and that no further shares are issued by Impellam, Corporate
Services Group and/or Carlisle, it is expected that Corporate Services Group Shareholders will hold
approximately 48.2 per cent. of the Enlarged Impellam Share Capital and Carlisle Shareholders will hold
approximately 51.8 per cent. of the Enlarged Impellam Share Capital. On the basis of the same assumptions,
it is anticipated that, following Completion, Lord Ashcroft will be interested in 54.7 per cent. of the Enlarged
Impellam Share Capital. Lord Ashcroft is, at the close of business on 13 March 2008 (being the latest
practicable date prior to the publication of this document), interested in approximately 77.9 per cent. of the
share capital of Carlisle and approximately 29.7 per cent. of the share capital of Corporate Services Group.
Furthermore, the boards of Impellam and Carlisle have agreed that at the time of the Merger, options over
Carlisle Shares will be cancelled in exchange for the grant of equivalent options over Impellam Shares as
described in paragraph 4.1 of Part VI of this document. Should all of these exchanged options be exercised,
former Carlisle Shareholders and holders of these exchanged options will hold approximately 53 per cent.
of the Enlarged Impellam Share Capital (as adjusted for these exchanged options) and Corporate Services
Group Shareholders will hold approximately 47 per cent. of the Enlarged Impellam Share Capital. On the
basis of the same assumptions, it is anticipated that Lord Ashcroft will be interested in 53.4 per cent. of the
Enlarged Impellam Share Capital (as adjusted for these exchanged options).
Further details of the Merger and the Acquisition are also set out in paragraph 9 below.
2.

INFORMATION ON IMPELLAM

(a)

Background
Impellam was incorporated on 21 February 2008 and was formed specifically for the purposes of
acquiring both Corporate Services Group and Carlisle. The entire issued share capital of Impellam as
at the date of this document is 100 ordinary shares of one penny each and 49,999 redeemable
preference shares of £1 each, of which one ordinary share is held by Hino Limited (on trust for Manco
Investment Limited) and the remainder of the shares are held by Manco Investment Limited. Hino
Limited and Manco Investment Limited are companies controlled by Lord Ashcroft.
The Impellam Redeemable Preference Shares were issued to ensure that Impellam meets certain UK
company law requirements for its minimum share capital. They will be redeemed immediately
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following completion of the Merger, and prior to the Scheme becoming effective, out of distributable
reserves of Impellam which will arise as a consequence of the Merger. In addition, in order to ensure
that Manco Investment Limited’s shareholding in Impellam immediately following the Merger is
proportional to its shareholding in Carlisle prior to the Merger, Manco Investment Limited will
receive 100 less Impellam Shares pursuant to the Merger than it would otherwise have been
beneficially entitled to receive.
Impellam has not traded or carried on business prior to the date of this document other than to enter
into certain arrangements in contemplation of the Merger and the Acquisition, details of which are set
out in paragraph 8 of Part VI of this document. Following Completion, Impellam will carry on the
integrated businesses of Corporate Services Group and Carlisle. Details of the brands under which
Impellam will operate and its business lines are described in more detail in the business description
in paragraphs 3 and 4 below.
The Impellam Directors are Kevin Mahoney and Richard Bradford. Information on the composition
of the Board upon Completion is contained in paragraph 6 below.
(b)

Company Strategy
The Directors and Proposed Directors believe that the combination of Carlisle Group and CSG Group
will yield numerous advantages to Impellam Shareholders compared with each entity operating on a
standalone basis. The Directors and Proposed Directors believe that the Enlarged Impellam Group
will create a diversified business operating across a wide range of labour related markets as well as in
outsourced support services with total combined revenues for the year ended 31 December 2007 of
approaching £1 billion. The Enlarged Impellam Group will hold an increased number of brands
operating across a broad range of staffing sectors, as well as in outsourced support services markets.
The Directors and Proposed Directors believe that this breadth of exposure can be successfully
harnessed and developed with scaleability possible in a number of brands and further believe that
Impellam’s breadth of sector coverage may help to some degree to protect it from a downturn in any
one specific sector of the staffing market. This is strengthened by its presence in the less cyclical
support services market.
Each of the Enlarged Impellam Group’s trading brands will be sector focused and will hold to target
growth in their respective markets within a framework of controls and coordination provided, where
appropriate, by central functions.
The Directors and Proposed Directors believe that the Enlarged Impellam Group will hold an
increased number of brands operating across a broad range of sectors leaving it well positioned to
manage its portfolio and over time to realise potential value from its brands to enable it to reduce its
debt and increase free cash flow thereby strengthening the financial position of the Enlarged Impellam
Group.
The Directors and Proposed Directors believe that the combination of Corporate Services Group and
Carlisle also offers significant potential savings and synergy benefits relating to both personnel and
properties.
As a consequence of the Merger and the Acquisition, it is anticipated that changes will be made to the
current operating and legal structures of the two separate groups. It is expected that such changes will
maintain the market sector focus of each of the brands and in some cases extend and enhance brand
positions. It is anticipated that duplication of activity will be minimised across the Enlarged Impellam
Group and costs will be reduced where appropriate. This change programme will principally involve
people and property rationalisation in certain markets and in central functions. The programme is
anticipated to take place largely during the first year following Completion.
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(c)

Business and Market Overview
The Company will inherit the operating businesses of CSG Group and Carlisle Group. CSG Group is
primarily focused on the staffing services sector, whereas Carlisle Group has operations in the staffing
services sector and also in the support services sectors of cleaning, security and retail merchandising.
(i)

Staffing Services – UK
The Directors and Proposed Directors believe that the Enlarged Impellam Group’s staffing
services operations will be amongst the five largest providers of UK recruitment services by
turnover and will operate a number of well established and highly competitive brands (as
described in paragraphs 3 and 4 below). In the opinion of the Directors and Proposed Directors
a number of the brands hold a sizeable presence in their respective markets.
The market for UK temporary and contract workers was worth £23.2 billion. in the year to
March 2007 (source: REC & Keynote). This represents an increase of 7.4 per cent. on the
previous year.
A number of sectors exist within the overall UK temporary and contract workers market and
these are divided into 11 economic and professional sectors. These sectors are:
accountancy/financial; computing/IT; construction; drivers; education; hotel/catering;
industrial/blue collar; nursing and other medical; professional/managerial; secretarial/clerical;
and technical/engineering. The Enlarged Impellam Group will operate in all of these sectors.
Steady growth is forecasted by Keynote in the staffing market between 2008 and 2012.
However, recruitment firms are facing increasing costs pressures and more competition, and
there are doubts surrounding the UK economy in 2008. The market for UK permanent
placements was worth £3.51 billion in the year to March 2007.
The Directors and the Proposed Directors believe that the staffing market is likely to experience
considerable change over the next few years; not only will there be more restructuring,
resulting from consolidation and globalisation, but the nature of the industry and its processes
will also change. A report by the think tank Demos, commissioned by the REC, states that ‘the
traditional divide between extremely personalised recruitment for highly skilled jobs and
relatively standardised recruitment processes for low skilled jobs looks set to close in the
coming years’.

(ii)

Staffing Services – US
The Directors and Proposed Directors believe that the Enlarged Impellam Group’s staffing
operations will be amongst the top 50 providers of US recruitment services by turnover and
will operate a number of well established and niche brands (as described in paragraphs 3 and
4 below). In the opinion of the Directors and Proposed Directors a number of the brands have
a presence in their respective sector or geographical market.
In common with the UK market place, the US staffing services market is dependent upon
economic cycles. According to Staffing Industry Analysts, published in January 2008, the
staffing industry is expected to grow 7.3 per cent. in 2008.
The Directors and Proposed Directors believe that the US staffing market will experience
considerable change over the next few years. Further automation of the recruitment process
through technology and the internet will encourage the growth in business process outsourcing
for the recruitment of both permanent and contingent labour. Further, providers of recruitment
process outsourcing, such as The Guidant Group, will be engaged in a larger role in their
clients’ development and strategy. This reflects an overall changing outsourcing market
characterised by more skilled and sophisticated buyers pursuing deals, and the ongoing growth
of multi-location global service delivery capabilities.
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(iii)

Support Services
In the year ended 31 March 2007, Carlisle’s Support Services Division generated revenues of
£102 million of which approximately 37 per cent. (£38 million) was derived from cleaning and
support services, approximately 31 per cent. (£32 million) was derived from security and
related services and approximately 32 per cent. (£32 million) was derived from retail
merchandising and support services.
The Support Services Division is broadly split into three main business types: cleaning and
support services; retail merchandising services and security and related services. The cleaning
and support services market is estimated by MSI Contract Cleaning to have an annual value of
approximately £5.6 billion in the UK and Ireland. The security and related services market is
estimated by Infologue to have a value of approximately £2.2 billion in the UK and the
Directors and Proposed Directors believe Carlisle Group to be one of the leading 15 security
providers in this market, in which there are more than 1,700 operators.
The Support Services Division is not dependent on any individual industry or geographical area
within the UK, nor is it subject to any unusually competitive conditions or factors, other than
normal market and general economic conditions. However, there is a concentration of business
with the five largest customer contracts accounting for approximately 45 per cent. of the
Support Services Division’s total revenues in the year ended 31 March 2007.
The Support Services Division operates in a highly competitive environment and the majority
of customer contracts are obtained by competitive bidding. Service contracts are generally
awarded on a fixed period basis and major clients keep the performance, quality and price
competitiveness of their contractors under continuous review. Major contracts are typically
written for an initial period of up to three years. The Directors and Proposed Directors’ strategy
for this division is to focus on the retention of long-term, large clients where it can develop both
single and multi-service provision.
The Company’s strategy will be to increase its revenues by winning new clients and increasing
the range of ancillary support services provided to existing clients. The Directors and Proposed
Directors believe that maintaining quality of service has been, and will continue to be, key to
success in winning and retaining clients.

3.

INFORMATION ON CSG GROUP

(a)

Company History
Corporate Services Group was incorporated in England and Wales on 5 January 1951 as a private
company limited by shares, under the Companies Act 1948, under the name Burma Mines Limited.
On incorporation its principal activity was the exploration and production of oil and gas.
Corporate Services Group’s name changed a number of times in the period between its incorporation
and 1990, when its name was changed to The Corporate Services Group plc. Corporate Services
Group ceased to be a natural resources company following its acquisition of ADG Limited in August
1990. Since that date, Corporate Services Group has operated in the staffing services sector.

(b)

Overview
The CSG Group provides its clients with temporary and permanent recruitment services and solutions.
The CSG Group has established operations in the UK, and the USA, as well as a limited presence in
Australia and New Zealand.
The CSG Group has generated revenues in excess of £585 million in the year to 31 December 2007,
and operates from more than 200 locations and trades under a number of recognised brand names in
each of its defined markets servicing a number of major clients in both the private and public sectors.
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(c)

Operating Brands
CSG Group’s principal operating brands are:
ABC Contract Services
Re-launched in 2006, ABC Contract Services provides temporary and permanent workers, both
skilled and unskilled, to the construction and related industries. Placed workers have experience in the
mechanical, electrical, maintenance, interiors, marine trades and facilities management.
Austin Benn
Austin Benn, founded over 20 years ago, provides a permanent recruitment service for personnel with
sales and marketing expertise across a variety of different sectors.
Blue Arrow
Blue Arrow has offices and on-site client locations across the UK. Founded over 40 years ago, it is
one of the UK’s largest temporary and permanent recruitment businesses providing general
recruitment services to the office, industrial, leisure and tourism and logistics industries.
Blue Arrow Catering
Blue Arrow Catering is a specialist business which leads its market covering recruitment for all sectors
of the UK catering and hospitality industry, including chefs, management, bar, waiting and
housekeeping staff.
Chrysalis Community Care
Chrysalis Community Care provides domiciliary and homecare services within the community
supported living market.
Comensura
Launched in 2001, Comensura is a vendor neutral procurement business. It combines proven
methodologies, experienced managers and e-procurement technology which enable clients to
streamline their processes for procuring temporary and permanent staff whilst simultaneously
reducing costs.
CORESTAFF Services
CORESTAFF Services has offices and on-site client locations and is located in many major US
metropolitan areas. Service segments include administrative support, call centre services, customer
service, manufacturing and distribution, and engineering.
InfoCurrent
InfoCurrent provides temporary and permanent staff to the library, records and information
management industries.
Medacs Healthcare
Medacs Healthcare is one of the UK’s leading healthcare staffing companies providing temporary and
permanent recruitment expertise across a number of medical sectors including locum doctors, nurses,
allied health professionals, international resourcing, social care, domicillary care and managed
healthcare solutions. Staff are provided to both the public and private sectors.
The Guidant Group
Set up in 2001 and rebranded in 2007, The Guidant Group provides vendor neutral on-site
procurement and management services for clients’ use of contingent labour. Its programmes drive
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improvements in management control, spend containment and visibility and process efficiencies for
its clients.
The Leafstone Group
The Leafstone Group provides permanent and temporary personnel with financial and accounting
skills to the investment and commercial banking markets.
4.

INFORMATION ON CARLISLE GROUP

(a)

Company History
Carlisle was demerged from BB Holdings Limited on 31 August 2005 by means of a dividend
distribution to shareholders of BB Holdings Limited. The operations of Carlisle had previously
formed part of BB Holdings Limited. Since this date, Carlisle has operated as an independent
company in the staffing and support services sector.

(b)

Overview
Carlisle Group provides staffing and outsourced people-related services. It generated revenues of
£369.5 million in the year to 31 March 2007.
The Carlisle Group is made up of two divisions. The Staffing Services Division provides temporary
and permanent staff recruitment services and solutions through a number of market specific brands.
The Support Services Division provides a range of outsourced cleaning, security and event support
services and retail merchandising services.

(c)

Operating Sectors
(a)

Staffing Services Division
The Staffing Services Division operates from more than 80 locations and trades under a number
of recognised brand names in each of its defined markets servicing a number of major clients
in both the private and public sectors. In the year ended 31 March 2007, the division generated
revenues of approximately £268 million and handled more than 5,000 permanent placements.
The principal operating brands of the Staffing Services Division are:
Carlisle Managed Solutions
This brand holds contracts with a number of clients in the private and public sectors and
employs approximately 87 staff principally at clients’ premises.
Celsian
Celsian provides staff to schools, nurseries, local authorities, hospitals and public and private
sector institutions.
Chadwick Nott
Chadwick Nott provides qualified and part qualified lawyers to professional practice and other
clients. This business was nominated as one of The Sunday Times’ Top 100 Best Small
Companies to work for in 2008.
Hewitson Walker
Hewitson Walker provides accounting and financial staff to private and public sector clients.
This business was (for the second year running) nominated as one of The Sunday Times’ Top
100 Best Small Companies to work for in 2008.
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Recruit
Recruit provides temporary and permanent workers to clients across a variety of different
sectors.
S.Com
S.Com provides technical and technology staff to a range of industries, principally in
aerospace, aviation, government defence and telecoms.
SRG
SRG provides personnel and other related services to the science and pharmaceutical markets.
Tate
Tate provides temporary and permanent office staff. This business was (for the second year
running) nominated as one of The Sunday Times’ Top 100 Best Small Companies to work for
in 2008.
(b)

Support Services Division
The businesses comprising the Support Services Division operate in the UK and Ireland in
markets that the Directors and Proposed Directors believe are well-established but generally
fragmented between a large number of suppliers.
The activities of the Support Services Division are broadly split into three main business areas:
(i)

Cleaning and Support Services
The cleaning and support services business serves the retail, transport and public sectors
providing contract cleaning and a range of ancillary support services, including
specialist hygiene cleaning of food preparation areas, car park maintenance, shopping
trolley management, portering, on-board train services and train station services. These
businesses currently operate at over 300 contract sites in the UK, working for a range of
clients including major retailers, train operators, local councils and other public bodies
providing a dedicated, specialised level of integrated service.

(ii)

Retail Merchandising Services
The retail merchandising business, which trades under the name Recruit Retail Services,
provides planned merchandising and refurbishment support to the stores of its major
customers. The income of the retail merchandising operations is generated principally
from a mix of food and DIY retailers mainly in the UK.

(iii)

Security and Related Services
The security services business provides security and manned guarding services to clients
in retail, transport and public sectors and operates at over 500 locations throughout the
UK and Ireland. Operations are typically 24/7 and cover 365 days per annum.

Each activity of the Support Services Division is able to offer single service solutions to customers as
well as being able to satisfy demand for combined or multi-service delivery. The Directors and
Proposed Directors believe that the largest provider of services in any of these markets has less than
three per cent. of the total market.
The Support Services Division also has a specific events management unit which provides licensed
and trained events support staff to major sporting and entertainment venues for crickets, football,
rugby, golf, horse-racing and indoor and outdoor concerts.

19

5.

FINANCIAL INFORMATION AND CURRENT TRADING

Impellam has not yet traded, however, following (i) the Merger it will combine the operations of Carlisle
Group and (ii) the Acquisition, it will combine the operations of CSG Group. Financial information on these
two companies is included in Parts III and IV respectively of this document.
(a)

Carlisle Group current trading
Carlisle Group reported results for the nine months to 31 December 2007 on 3 March 2008, during
which period Carlisle Group’s revenues were increased by 8.5 per cent. compared with the same
period for the previous financial year. Since 31 December 2007, Carlisle Group has continued to trade
in line with the Carlisle Directors’ expectations.

(b)

CSG Group current trading
Corporate Services Group made the following statement in its preliminary results announcement
made on 4 March 2008:
“Whilst the Board is mindful of recent commentary on the general economic environment in both the
USA and the UK it is pleased to report that trading in the first eight weeks of the year has been in line
with the Board’s expectations.
Trading in the UK commercial staffing segment is in line with the Board’s expectations and
comfortably ahead of the comparable period last year. Trading in the US commercial staffing segment
is both in line with the Board’s expectations and comparable to the same period in 2007.
Trading in the UK healthcare staffing segment is in line with the Board’s expectations and
significantly ahead of the comparable period for 2007. Trading in our UK vendor procurement
business is in line with the Board’s expectations and significantly ahead of the comparable period in
2007.”

6.

BOARD AND KEY MANAGEMENT

The Directors and Proposed Directors are as set out at page 9 of this document. The Proposed Directors’
appointment to the board of Impellam will be conditional on Completion.
Directors
Non-Executive
Kevin Mahoney (currently Non-Executive Chairman of Carlisle) has been appointed Non-Executive
Chairman with particular focus on the effective integration of the two businesses.
Executive
Richard Bradford (currently Chief Executive Officer of Carlisle) has been appointed as Group Chief
Operating Officer.
Proposed Directors
Executive
Desmond Doyle (currently Group Chief Executive Officer of Corporate Services Group) will be Group Chief
Executive Officer.
Andrew Burchall (currently Group Finance Director of Corporate Services Group) will be Group Finance
Director.
John Rowley (currently Group Development Director of Corporate Services Group) will be Group
Development Director.
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Non-Executive
The Senior Independent Director will be Noël Harwerth (currently Senior Independent Director and Acting
Chairman of Corporate Services Group); Adrian Carey, Valerie Scoular and Andrew Wilson will also be
appointed as non-executive directors. All are currently Non-Executive Directors of Corporate Services
Group.
Kevin Mahoney, aged 57, Non-Executive Chairman
Kevin was appointed as Chairman of Carlisle in September, 2007. He was initially Executive Chairman of
Mavinwood plc on its inception as an AIM company in 2004 and remains Chief Executive of Mavinwood.
Kevin has experience across a range of Support Services companies including the Electricity Direct business
sold to Centrica, ISS, Caradon Everest and WH Smith Business Supplies.
Desmond Doyle, aged 42, Group Chief Executive Officer
Desmond was appointed to the board of Corporate Services Group as Group Finance Director in February
2003, bringing with him knowledge of the recruitment industry and UK and US listed company experience.
In September 2004 Desmond was appointed Chief Operating Officer of Corporate Services Group and in
July 2007 was promoted to Group Chief Executive Officer. He is also currently a non-executive director of
Marketing Matters Limited. Desmond was previously Group Finance Director at the healthcare recruitment
company Reed Health Group plc. Prior to that he was European Chief Financial Officer at APW, an
electronic manufacturing services provider listed on the New York Stock Exchange, and before that, Finance
Director of Vero Group plc. Desmond qualified as a chartered accountant with Coopers & Lybrand, London.
Richard Bradford, aged 44, Group Chief Operating Officer
Richard initially joined the privately owned Recruit Holdings business at the end of 1997. This business
subsequently became part of Carlisle Holdings Limited where he was appointed Chief Executive Officer of
the UK and Ireland businesses in 2001. Since 2005, he has been Chief Executive of Carlisle from the time
of its separate listing on the London market. His previous career was with Exel plc (formerly NFC plc) where
he joined as a graduate trainee and spent time in different businesses over an 11 year period. This included
a significant period on secondment to McKinsey & Co, and later roles as Managing Director.
John Rowley, aged 64, Group Development Director
John was appointed to the board of Corporate Services Group in February 2005 as UK Chief Executive. In
October 2007, John took up the position of Group Development Director of Corporate Services Group. He
has almost 40 years recruitment industry experience in the UK and overseas. John was previously Chief
Executive of the Protocol group of companies and prior to that he was Chief Operating Officer, joint Vice
Chairman and management Board Director of Vedior NV which, at the time, was the world’s third largest
staffing company. He is also a past Chairman of the REC (the trade body representation of the staffing
industry in the UK).
Andrew Burchall, aged 43, Group Finance Director
Andrew was appointed to the board of Corporate Services Group in September 2007. He joined the CSG
Group as Finance Director of Comensura in 2001. Since joining Corporate Services Group, he has also
supported the board of Corporate Services Group with work on projects such as the bond restructuring in
2004. In April 2004, he became the Finance Director of both Medacs and Blue Arrow Care. In September
2007, Andrew was promoted to Group Finance Director of Corporate Services Group. He was previously the
Finance Director of a technology start-up in Cambridge following a number of years working in the
profession specialising in corporate finance and transaction support. Andrew qualified as a chartered
accountant with Coopers & Lybrand.
Noël Harwerth, aged 60, Senior Independent Director
Noël was appointed to the board of Corporate Services Group as a Non-Executive Director in March 2005.
Noël is currently a non-executive director at Royal and SunAlliance Insurance Group plc, LogicaCMG plc,
Partnership Director of Tube Lines Limited, Metronet Rail BCV Limited and Metronet SSL Limited, Deputy
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Chairman of Sumitomo Mitsui Banking Corporation Europe Limited. Previously, Noël was Chief Operating
Officer of Citibank International plc and Chief Tax Officer of Citigroup Inc, both part of Citigroup Inc.
Valerie Scoular, aged 52, Non-Executive Director
Valerie was appointed to the board of Corporate Services Group as a Non-Executive Director in June 2006.
She is Group HR Director with Aegis plc, which she joined in January 2006 after leaving Barclays Bank
where she was also Group HR Director. Valerie started her career with British Airways, where she progressed
to hold a number of senior HR and general management roles, which included Group HR Director and
Customer Services Director responsible for the Heathrow/Gatwick Cabin Crew, Catering and Customer
Services Training operations. In 1997, she was appointed as an Advisor to The New Deal Task Force, where
her focus was the engagement of employers in the recruitment of long term unemployed and the design of
government policy to meet the needs of the employers. She was also a Governor at Henley Management
College for 10 years and from 2003 also chaired the Financial and General Purposes Committee at Henley.
She was a Non-executive Director with Slug and Lettuce prior to its sale to SFI and is currently a board
member at The Institute of Employment Studies.
Adrian Carey, aged 50, Non-Executive Director
Adrian was appointed to the board of Corporate Services Group as a Non-Executive Director in February
2007. He has more than twenty years of executive boardroom experience, primarily in the technology and
service sectors. He was CEO for three companies over 17 years, prior to which he was a finance director,
venture capitalist and chartered accountant. Adrian is also Executive Chairman of Melorio plc, non-executive
director of Syrris Limited and an active investor in private companies.
Andrew Wilson, aged 47, Non-Executive Director
Andrew was appointed to the board of Corporate Services Group as a Non-Executive Director in March
2003. Andrew is a non-executive director of London Town plc, Watford Leisure plc, Global Health Partner
plc, Digital Marketing Group plc, Arc Fund Management Holdings plc, Shellproof Limited, Shellshock
Limited and Cockleshell Limited. He is also a non-executive director of a number of private companies,
including Priory Investment Holdings Limited, Artefact Partners Limited and Pluto Capital Limited.
Details of the Directors and Proposed Directors proposed service agreements and/or letters of appointment
to be entered into with Impellam are set out at paragraph 9 of Part VI.
7.

EMPLOYEES

Following Completion, the Enlarged Impellam Group will have approximately 2,850 employees employed
by either CSG Group or Carlisle Group.
The Directors and Proposed Directors attach great importance to the skills and experience of the existing
management and employees of Corporate Services Group and Carlisle and believe that opportunities for
employees will be enhanced in the event that Completion occurs.
Some of the synergy benefits and cost savings arising from the integration of Corporate Services Group and
Carlisle businesses are expected to be realised through rationalisation of Corporate Services Group’s or
Carlisle’s workforces (subject to any consultation or other obligations required by applicable law). However,
a full evaluation of business needs and operational efficiencies of the Enlarged Impellam Group will not
commence until after Completion. Until this has been completed neither the Directors nor the Proposed
Directors will know the full implications with regard to the continued employment and conditions of
employment of Corporate Services Group’s and Carlisle’s employees and management. As part of this
assessment, duplication of activity will be minimised across the Enlarged Impellam Group and costs will be
reduced where appropriate. This change programme will principally involve people and property
rationalisation in certain markets and in central functions. The programme is anticipated to take place largely
during the first year following Completion.
The Directors and Proposed Directors intend that, following Completion, the existing employment rights,
including pension rights, of all Corporate Services Group and Carlisle employees will be safeguarded.
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As at the date of this document, CSG Group has approximately 1,850 employees on a full-time and part-time
basis of whom the vast majority are based in the UK. In the last three financial years ended 31 December
2005, 2006 and 2007, the CSG Group employed 1,862, 1,811 and 1,851 staff on average respectively in the
UK.
As at the date of this document, Carlisle Group has approximately 1,000 staff on a full-time and part-time
basis, of whom the vast majority are based in the UK and Ireland. In the year to 31 March 2007, Carlisle
Group employed 966 staff on average in the UK, Ireland, the US and Continental Europe.
8.

MANAGEMENT INCENTIVES

The Directors and Proposed Directors intend to establish a long term incentive plan over Impellam Shares
under which an appropriate equity incentive will be made available to selected personnel whose contribution
may make a significant improvement to the value of the Enlarged Impellam Group. It is proposed that the
plan will be established and awards made within three months of Admission. Up to 10 per cent. of
Impellam’s issued share capital may be available for all equity incentives operated by Impellam, including
the options over Impellam Shares to be granted to holders of options over (i) Carlisle Shares in exchange for
the cancellation of options over Carlisle Shares in connection with the Merger; and (ii) Corporate Services
Group Shares in exchange for the cancellation of certain of the CSG Options in connection with the Scheme,
further details of which are set out in paragraph 4 of Part VI of this document.
9.

INFORMATION ON THE MERGER AND THE SCHEME

The purpose of the Scheme and Merger is to provide for Impellam to become the owner of the entire issued
share capital of Corporate Services Group and Carlisle. This is to be effected by Impellam merging with
Carlisle under Belizean law and acquiring Corporate Services Group by means of a scheme of arrangement
under section 425 of the Companies Act 1985 and Part 26 of the Companies Act 2006.
Under the terms of the Scheme, Corporate Services Group Shares will be cancelled and, by way of
consideration for this cancellation, Corporate Services Group Shareholders will be allotted and issued one
New Impellam Share for every 50.4 Corporate Services Group Shares held.
The Merger of Impellam and Carlisle will be implemented by means of a Belizean statutory merger under
the IBCA. Pursuant to the Merger, Carlisle will merge with Impellam so that Impellam will be the surviving
company (and Carlisle will cease to exist) and all the rights, property, obligations and liabilities of Carlisle
will vest in Impellam.
By way of consideration for the Merger, Carlisle Shareholders will receive one New Impellam Share for
every one Carlisle Share held by them. Under Belizean law, a holder of Carlisle Shares has the right, upon
dissenting to the terms of the Merger, to be paid the fair value of his or her Carlisle Shares.
In addition, on 13 March 2008, Carlisle declared a dividend of approximately 34 shares in Shellproof
Limited for every 100 Carlisle Shares held by Carlisle Shareholders on 12 March 2008. Shellproof Limited
was incorporated in Belize on 3 March 2008 with one issued share of 50 pence held by Carlisle. On 13
March 2008, Carlisle subscribed for a further 7,999,999 shares in Shellproof Limited for an aggregate cash
subscription price of £3,999,999.50. All of the shares in Shellproof Limited held by Carlisle will be
transferred to Carlisle Shareholders to satisfy the dividend. It is intended that Shellproof Limited be
subsequently admitted to trading on AIM. The dividend is conditional upon the Scheme being approved at
the Court Meeting and the Resolution being passed at the General Meeting.
The Merger, which has been approved by written resolution of the majority shareholder of Carlisle, is
conditional upon none of the conditions to the Scheme being invoked prior to the effective date of the
Merger. It is not conditional upon the Scheme becoming effective.
10.

BANK FINANCING ARRANGEMENTS

As at the date of this document, both CSG Group and Carlisle Group have existing banking facilities. CSG
Group’s banking facilities allow it to borrow up to £50 million in the UK and US$37.5 million in the US.
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Carlisle Group’s banking facilities allow it to borrow up to £35 million. Impellam has arranged banking
facilities for the Enlarged Impellam Group following the Merger and Acquisition, which will allow the
Enlarged Impellam Group to borrow up to £85 million in the UK and US$37.5 million in the US. Further
details of the facility agreements are set out in paragraph 8 of Part VI of this document.
11.

THE TAKEOVER CODE

The Takeover Code governs, inter alia, transactions which may result in a change of control of a public
company to which the Takeover Code applies. Under Rule 9 of the Takeover Code, any person who acquires
an interest (as defined in the Takeover Code) in shares, which taken together with shares in which he is
already interested and in which persons acting in concert with him are interested, carry 30 per cent. or more
of the voting rights of a company which is subject to the Takeover Code, is normally required to make a
general offer to all the remaining shareholders to acquire their shares.
Similarly when any person, together with persons acting in concert with him, is interested in shares, which
in aggregate carry more than 30 per cent. of the voting rights of such company, but does not hold shares
carrying not less than 50 per cent. of such voting rights, a general offer will normally be required if any
further interest in shares are acquired by any such person.
An offer under Rule 9 must be in cash and must be at the highest price paid by the person required to make
the offer, or any person acting in concert with him, for any interest in shares of the Company during the 12
months prior to the announcement of the offer.
Persons acting in concert comprise persons who, pursuant to an agreement or understanding (whether formal
or informal), actively co-operate, through the acquisition by any of them of shares in a company, to obtain
or consolidate control of that company.
As at 13 March 2008 (being the latest practicable date prior to the posting of this document), Velvet Hights
Limited (being a company controlled by Lord Ashcroft) held 319,737,682 Corporate Services Group Shares
amounting in aggregate to 29.7 per cent. of the issued ordinary share capital of Corporate Services Group.
In addition, as at 13 March 2008 (being the latest practicable date prior to the posting of this document),
Manco Investment Limited (a company controlled by Lord Ashcroft) held 17,922,400 Carlisle Shares
amounting in aggregate to 77.9 per cent. of the issued ordinary share capital of Carlisle.
As a consequence of these shareholdings, following Completion it is anticipated that Lord Ashcroft, who has
undertaken not to dispose of or permit the disposal of his interests until Completion or lapse of the
undertaking (as described in paragraph 8.2(g) of Part VI of this document), will indirectly be interested in
54.7 per cent. of the Enlarged Impellam Share Capital.
Further, for so long as Lord Ashcroft, Manco Investment Limited and Velvet Hights Limited are interested
in more than 50 per cent. of the Enlarged Impellam Share Capital, Lord Ashcroft, Manco Investment Limited
and Velvet Hights Limited may increase their interest in shares without incurring an obligation under Rule 9
to make a general offer. Lord Ashcroft, Manco Investment Limited and Velvet Hights Limited will also, by
virtue of their interest in Impellam Shares, have the ability to exert a significant degree of control over the
future conduct of Impellam. In particular, Lord Ashcroft would have the power, amongst other things, to pass
ordinary resolutions, to appoint or remove directors and to control Impellam’s dividend policy.
Further details on the Takeover Code are set out in paragraph 7 of Part VI of this document.
12.

CORPORATE GOVERNANCE

The Enlarged Impellam Group will be, following Admission, subject to the continuing requirements of the
AIM Rules for Companies but is not required to comply with the UK Combined Code on Corporate
Governance. Nevertheless, the Directors and the Proposed Directors confirm that, following Admission, they
will comply, so far as is practicable taking into account the Company’s size and nature, with the provisions
of the Combined Code and will seek to follow the recommendations on corporate governance of the Quoted
Companies Alliance for companies whose shares are traded on AIM. The board of Impellam will at
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Admission comprise of four Executive Directors and five Non-Executive Directors (including the
Chairman). The Company regards Noël Harwerth, Valerie Scoular and Adrian Carey as independent NonExecutive Directors, within the meaning of “independent” as defined in the Combined Code. Andrew Wilson
will not be regarded as an “independent” Non-Executive Director because of his connection with Lord
Ashcroft. Kevin Mahoney will not be regarded as an “independent” Non-Executive Director because it is
intended that he participate in the new long-term incentive plan detailed in paragraph 8 above.
An audit committee has been established to operate with effect from Admission. The audit committee will
comprise of Noël Harwerth, Valerie Scoular and Adrian Carey, of whom Noël Harwerth will be the
Chairman. It will meet whenever there is business to discuss and at least three times each year. The audit
committee is responsible for ensuring that the financial performance of the Company is properly monitored,
controlled and reported on. It will also meet the auditors and review the auditors’ reports relating to accounts
and internal control systems.
A remuneration committee has been established to operate with effect from Admission. The remuneration
committee will comprise of Noël Harwerth, Valerie Scoular and Adrian Carey, of whom Valerie Scoular will
be the Chairman. It will meet whenever there is business to discuss and at least twice each year. The
remuneration committee is responsible for determining Impellam’s overall policy on executive remuneration
and for deciding the specific remuneration benefits and terms of employment for executive directors, the
chairman and the company secretary.
The Company has also adopted a share dealing code for the directors and applicable employees, which is
appropriate for a Company whose shares are admitted to trading on AIM and will comply with rule 21 of the
AIM Rules for Companies.
13.

DIVIDEND POLICY

No dividends have been declared or paid by Corporate Services Group in its last financial year. Carlisle
declared a dividend payment on 14 September 2007 to qualifying holders of Carlisle Shares of part of
Carlisle’s shareholding in its wholly-owned subsidiary Shellshock Limited and a cash payment to nonqualifying holders of Carlisle Shares, totalling £3 million of shares. Carlisle also declared a dividend on
13 March 2008 to be satisfied by the transfer to qualifying holders of Carlisle Shares of shares in its whollyowned subsidiary Shellproof Limited (which it has capitalised at £4 million) and a cash payment to nonqualifying holders of Carlisle Shares. The dividend payment is conditional on the Corporate Services Group
Shareholders approving the Scheme and passing the Resolution.
In time, it is the Directors’ and Proposed Directors’ intention to pay dividends to Impellam Shareholders.
Whether dividends are paid will depend, in part, on the Enlarged Impellam Group’s working capital
requirements and the level of distributable reserves.
14.

ADMISSION, SETTLEMENT AND CREST

Subject to the Merger becoming effective, it is expected that on or about 7 May 2008, Impellam Shares will
be admitted to trading on AIM and that dealings will commence on that date. In respect of those Corporate
Services Group Shareholders and Carlisle Shareholders who hold their shares in uncertificated form, New
Impellam Shares will be credited to their CREST stock accounts on the commencement of dealings. In
respect of those Corporate Services Group Shareholders and Carlisle Shareholders who hold their shares in
certificated form, definitive share certificates representing such Impellam Shares will be distributed as soon
thereafter as practicable and, in any event, within 14 days of the commencement of trading.
Impellam Shares are issued in registered form and may be held either in certificated or uncertificated form.
The Company has applied for the Impellam Shares to be admitted to CREST with effect from Admission.
CREST is a paperless settlement procedure enabling securities to be evidenced otherwise than by a
certificate and transferred otherwise than by a written instrument. The articles of association of the Company
permit the holding of the Impellam Shares under the CREST system. Accordingly, settlement of transactions
in the Impellam Shares following Admission may take place within the CREST system if any shareholder so
wishes.
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CREST is a voluntary system and Impellam Shareholders who wish to receive and retain share certificates
will be able to do so.
15.

RISK FACTORS

The business of the Enlarged Impellam Group is dependent on many factors and prospective investors are
advised to read the whole of this document and, in particular, Part II entitled “Risk Factors”.
16.

FURTHER INFORMATION

The attention of prospective investors is drawn to the information contained in Parts II to VI of this document
which provide additional information on Impellam and to the Circular being sent to Carlisle Shareholders
and/or the Scheme Circular being sent to Corporate Services Group Shareholders which should be read in
conjunction with this document.
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PART II
RISK FACTORS
The risks and uncertainties set out below are those which the Directors and the Proposed Directors believe
are the most significant risks relating to the Enlarged Impellam Group. The risks listed do not necessarily
comprise all the associated risks, do not purport to be a complete explanation of all the risks involved and
are not set out in any particular order of priority. Additional risks and uncertainties not presently known to
the Directors or Proposed Directors or that the Directors and the Proposed Directors currently deem
immaterial may also have a material adverse effect on its business.
If any of the following risks actually occur, the Enlarged Impellam Group’s business, financial condition,
capital resources, results and/or future operations could be materially affected. In such a case, the price of
Impellam Shares could decline and investors may lose all or part of their investment.
If you are in any doubt, you are advised to consult an independent professional adviser authorised for
the purposes of FSMA, if you are resident in the UK, or other adviser who specialises in advising on
investment of this kind before making an investment decision.
1.

Risks relating to the business of the Enlarged Impellam Group

1.1

Dependence on key personnel
The Enlarged Impellam Group’s future success is substantially dependent on the continuing services,
contributions and performance of its directors, senior management and other key personnel and its
ability to continue to attract and retain highly skilled and qualified staff. The loss of the services of
key personnel could have a material adverse effect on the Enlarged Impellam Group’s business and/or
its relationships.

1.2

Failure of information systems
The Enlarged Impellam Group’s ability to conduct its business, including maintaining financial
controls and providing a high-quality service to clients will depend, in part, on the efficient and
uninterrupted operation of its computer systems, including its information management systems. The
Enlarged Impellam Group’s computer systems may be affected by events beyond its control and are
vulnerable to damage or interruption from telecommunications failure, flood, fire, power loss,
terrorism and similar events. These systems may also be subject to sabotage, vandalism and similar
misconduct. Each of the Carlisle Group and the CSG Group has taken steps to mitigate this risk by
adopting disaster recovery plans, but despite these, any damage to or failure of the systems could
result in interruptions to the Enlarged Impellam Group’s financial controls and/or customer service
and such interruption could have a material adverse effect on the Enlarged Impellam Group’s
business, results of operations and/or financial condition.
The broad use of information systems has increased the risk of unauthorised access to confidential
data (such as candidate and customer information, project strategies etc.) and the risk of destruction
or manipulation of material data by employees or third parties. Neither the Directors nor the Proposed
Directors can guarantee that the security measures which are currently employed by the Carlisle
Group and the CSG Group will offer an effective level of security, however the Directors and
Proposed Directors will ensure that there are plans in place to minimise the effect of any such event.

1.3

Competition
New technology, changing commercial circumstances and new entrants to the markets in which the
Enlarged Impellam Group will operate may adversely affect its business. Many of the companies
operating in the same sector as the Enlarged Impellam Group will operate are significantly larger and
have significantly greater financial resources. These factors could lead to an adverse effect upon the
Enlarged Impellam Group’s revenues and earnings.
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1.4

Control of Impellam
Lord Ashcroft, following Completion, will be interested in 24,268,880 Impellam Shares, representing
approximately 54.7 per cent. of the Enlarged Impellam Share Capital. Consequently, Lord Ashcroft
will have the ability to exert a significant degree of control over the future conduct of Impellam, in
particular, to appoint or remove directors, to pass ordinary resolutions and to control Impellam’s
dividend policy. Furthermore, with a shareholding in Impellam of over 50 per cent., the Takeover
Code will not apply to any further purchases of Impellam shares which Lord Ashcroft or his
associated companies may or may not make.

1.5

Future acquisitions
Impellam may engage in future acquisitions that could dilute the equity of Impellam Shareholders or
increase the level of debt in the Enlarged Impellam Group and which could adversely affect its
businesses. The Enlarged Impellam Group may pursue growth opportunities through internal
development and may expand its operations through the acquisition of complementary businesses,
products and technologies. Neither the Directors nor the Proposed Directors are able to predict
whether or when any prospective acquisition, if pursued, will be completed. The process of integrating
an acquired business may be prolonged due to unforeseen difficulties and may require a
disproportionate amount of the Enlarged Impellam Group’s resources and management’s attention.
Neither the Directors nor the Proposed Directors can guarantee they will be able to successfully
identify suitable acquisition candidates, complete acquisitions, integrate acquired businesses into the
Enlarged Impellam Group’s operations, or expand into new geographic areas or market sectors.
Furthermore, once integrated, acquisitions may neither achieve comparable levels of revenues,
profitability or productivity as existing businesses nor otherwise perform as expected. The occurrence
of any of such events could adversely affect the financial condition or results of operations of the
Enlarged Impellam Group’s business. Future acquisitions would require substantial capital resources,
which may require the Enlarged Impellam Group to seek additional debt or equity financing.

1.6

Additional capital in the future
The Enlarged Impellam Group’s long-term future capital requirements depend on numerous factors.
If its capital requirements vary materially from its current plans, the Enlarged Impellam Group may
require further financing. Any additional equity financing may be dilutive to shareholders and debt
financing, if available, may involve restrictions on financing and operating activities. In addition, there
can be no assurance that the Enlarged Impellam Group will be able to raise additional funds when
needed or that such funds will be available on terms favourable to the Enlarged Impellam Group.

1.7

Dependence on key customers
Neither the Directors nor the Proposed Directors give any assurances that the Enlarged Impellam
Group will be able to continue to sell its services to all or most of its key customers over the long term.
The Enlarged Impellam Group may lose some of its key customers because of customer
consolidation, customer dissatisfaction or prevailing competition. The loss of key customers could
have a material adverse impact on revenues, cash flow and profitability.

1.8

Strikes and disruptions
Disruptions of business operations, strikes or similar measures at the Enlarged Impellam Group’s
customers’ sites in the support services division could also have an adverse effect on its financial
position, results and operations.

2.

Risks relating to the Merger and Acquisition

2.1

Ability to integrate CSG Group and Carlisle Group effectively
Impellam’s success will, to a significant extent, be dependent on its ability to integrate CSG Group’s
and Carlisle Group’s businesses effectively, and any other business it may acquire in the future,
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without disruption to its existing business. There is a risk that Impellam will encounter difficulties in
integrating CSG Group and Carlisle Group. Detailed plans for achieving the operating benefits of the
Merger and Acquisition will be prepared but these cannot be implemented until Completion and there
are execution risks associated with these plans.
The integration process may also take up a substantial amount of managerial resources which in turn
may adversely impact the performance of the Enlarged Impellam Group’s business. The Enlarged
Impellam Group does, however, intend to link remuneration of senior management to successful
integration of the Enlarged Impellam Group’s various subsidiaries.
2.2

Differing accounting policies and practices leading to diminution in profitability
Each of CSG Group and Carlisle Group has operated under different accounting policies and practices
up to and including the date of this document and may have applied different judgements. There can
be no guarantee that future revenues, operating costs and other items will be accounted for in the same
way as they had been under CSG Group’s and Carlisle Group’s current accounting policies and this
could affect the expected financial condition and results of operations of Impellam going forward.
Assessment and integration of the different accounting policies, practices and judgements could lead
to diminution in the profitability of the Enlarged Impellam Group and the Directors and Proposed
Directors cannot quantify the level of any such diminution (which may be significant) as at the date
of this document.

2.3

Dependence on restructuring and synergies
An integral part of the success of the Merger and the Acquisition depends on the subsequent
reorganisation and restructuring of the Enlarged Impellam Group. If Impellam is unable to undertake
the reorganisation and the restructuring required in the timeframe and on the cost basis envisaged, it
could adversely affect the Enlarged Impellam Group’s business, financial condition and operating
results following Completion. As such, any unforeseen circumstance or difficulty that would result in
the reorganisation and restructuring not going ahead in the timeframe envisaged, or being impeded by
employment law issues, social unrest and/or an adverse court decision, would have a material adverse
effect on the Enlarged Impellam Group’s business, financial condition and operating results.

2.4

Benefits of the Merger and Acquisition not being realised
The Directors and Proposed Directors have identified a number of benefits to Impellam from the
Merger and the Acquisition that they believe will enhance the business and profit of the Enlarged
Impellam Group and create a platform for future growth. There is no guarantee that these benefits will
be achieved.

3.

Risks relating to the staffing market and economic factors

3.1

Cyclical nature of the staffing market
The staffing market is highly cyclical and usually tends to overreact to changes (being positive or
negative) in gross domestic product. Business cycles and general economic conditions have had and
may, in the future, have a significant impact on the Enlarged Impellam Group’s revenues and
operating results. The Enlarged Impellam Group’s performance will also be dependent on the general
economic condition of the industries in which its clients operate. Should such conditions continue to
be depressed and if the Enlarged Impellam Group fails to increase market share in its target industries,
these factors could have a detrimental impact on performance. When downturns occur in these
industries, the Enlarged Impellam Group may experience decreased demand for its services due to
factors beyond its control. The Enlarged Impellam Group will continue to be subject to economic and
market cycles and such cyclical downturns may have a material adverse impact on its businesses.
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3.2

Cost of providing workers’ compensation in the US
In common with other US staffing companies, the Enlarged Impellam Group’s US operations are or
will be automatically liable (on a no fault basis) for the medical and disability benefit related costs of
an injury occurring within the scope of an employee’s assignment. This obligation is referred to in US
legislation as “workers’ compensation”.
Whilst the Carlisle Group and the CSG Group attempt to price assignments to ensure that they build
up a self insurance accrual for their respective workers’ compensation deductible obligations and, in
addition, maintain insurance to cover claims in excess of agreed deductibles, should the Enlarged
Impellam Group underestimate the extent of likely future obligations and/or misprice assignments, the
costs of meeting future workers’ compensation obligations may have a material adverse impact on
profits.

3.3

Exchange rate fluctuations and interest rate risk
The Enlarged Impellam Group’s operations will involve the provision of services denominated in
currencies other than the British pound sterling, in particular, the Euro and US dollar. The Enlarged
Impellam Group does not currently intend to hedge its currency exposure. As a result, fluctuations
between the value of the British pound and the US dollar and the British pound and the Euro may have
an adverse effect on the revenues and profits.
In addition, the CSG Group and the Carlisle Group’s short term borrowings are linked to base rates
in both the UK and the US and therefore an increase in these base rates could lead to an increase in
the Enlarged Impellam Group’s interest charges.
Following Completion, the Enlarged Impellam Group will have substantial amounts of indebtedness
and other obligations, which could limit its operating flexibility and otherwise adversely affect its
financial condition.

3.4

Legislative changes
The Directors and Proposed Directors consider that the prospect of changes to labour legislation
within a jurisdiction pose both a risk and the opportunity for reward for the Enlarged Impellam Group,
as employment related costs can result in an increase to the cost base of the businesses but can also
generate further revenue through the outsourcing of employment services. In particular, the impact of
the Agency Workers Directive, the Temporary Agency Workers (Equal Treatment) Bill to be
considered by a House of Commons Committee and the continuing tax changes for contractors, could
have a negative impact on Impellam’s turnover and profitability, as well as changes in minimum wage
and Transfer of Undertakings (Protection of Employment) legislation, which would affect Impellam’s
support services operations in particular.

3.5

Candidate shortage
An issue in the staffing sector is candidate shortage. A significant change is taking place in the
composition of the UK workforce, which means there are skills shortages in several UK industries.
Temporary or contract workers answer this need to some extent, but there are shortages even in the
number of suitably skilled and qualified temporary and contract workers, which could lead to the
Enlarged Impellam Group finding it difficult to place suitable candidates, which would adversely
impact the Enlarged Impellam Group’s financial condition.

4.

General risks

4.1

Liquidity
The Impellam Shares will be traded on AIM rather than the Official List. It may be more difficult for
an investor to realise his or her investment in an AIM-traded company than a company whose
securities are listed on the Official List.
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AIM is a market for emerging or smaller, growing companies and may not provide the liquidity
normally associated with the Official List or other exchanges.
The future success of AIM and liquidity in the market for the Impellam Shares cannot be guaranteed.
In particular, the market for Impellam Shares may be, or may become, relatively illiquid and therefore
they may be or may become difficult to sell.
Investors are strongly advised to consult an independent financial adviser authorised for the purposes
of FSMA.
4.2

Share price volatility
The trading price of the Impellam Shares may be subject to wide fluctuations in response to a range
of events and factors, such as variations in operating results, announcements of technological
innovations or new products and services by the Enlarged Impellam Group or its competitors, changes
in financial estimates and recommendations by securities analysts, the share price performance of
other companies that investors may deem comparable to the Enlarged Impellam Group, the general
market perception of staffing companies, news reports relating to trends in the Enlarged Impellam
Group’s markets, legislative changes in the sector and other factors outside of its control. Such events
and factors may adversely affect the trading price of the Impellam Shares, regardless of the
performance of the Enlarged Impellam Group. Prospective investors should be aware that the value of
Impellam Shares could go down as well as up and investors may therefore not recover their original
investment especially as the market in Impellam Shares may have limited liquidity.

4.3

Risk of investment on AIM
Potential investors should be aware that the value of Impellam Shares and the income from them can
go down as well as up and that investment in a share which is trade on AIM might be less realisable
and might carry a higher risk than a share quoted on the Official List.

4.4

Dividends
Dividends on Impellam Shares will rely on growth in the Enlarged Impellam Group’s business and,
in particular, the dividend policy mentioned in paragraph 13 of Part I of this document should not be
construed as a dividend forecast. Any change in the tax treatment of dividends or interest received by
Impellam and/or the Enlarged Impellam Group may reduce the level of yield received by Impellam
Shareholders. The market value of the Impellam Shares could fluctuate and may not always reflect
their underlying asset value. There can be no guarantee that Impellam and/or the Enlarged Impellam
Group’s objectives will be achieved.

4.5

Taxation
Any change in Impellam and/or the Enlarged Impellam Group’s tax status or in taxation legislation
could affect Impellam’s ability to provide returns to shareholders. Statements in this document
concerning the taxation of investors in Impellam Shares are based on current UK tax law and practice,
which is subject to change. The taxation of an investment in Impellam and/or the Enlarged Impellam
Group depends on the individual circumstances of the relevant investor.

4.6

General economic climate
Factors such as inflation, currency fluctuation, interest rates, supply and demand of capital and
industrial disruption have an impact on business costs and commodity prices and stock market prices.
Impellam and/or the Enlarged Impellam Group’s operations, business and profitability can be directly
or indirectly affected by these factors, which are beyond the control of the Enlarged Impellam Group.
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PART III
FINANCIAL INFORMATION ON CARLISLE GROUP
(A)

Set out below is the Accountants’ Report on the Special Purpose Consolidated Financial Information
of Carlisle Group as at and for the year ended 31 March 2007.

PricewaterhouseCoopers LLP
1 Embankment Place
London WC2N 6RH

The Directors
Impellam Group plc
800 The Boulevard
Capability Green
Luton
Bedfordshire LU1 3BA
Cenkos Securities plc
6.7.8. Tokenhouse Yard
London EC2R 7AS
14 March 2008
Dear Sirs
Carlisle Group Limited (“Carlisle Group”)
We report on the special purpose consolidated financial information of Carlisle Group as at and for the year
ended 31 March 2007 set out in Part III (B) of this document (the “Financial Information”). This Financial
Information has been prepared for inclusion in the Admission Document dated 14 March 2008 (the
“Admission Document”) of Impellam Group plc on the basis of preparation and the accounting policies set
out in note 2 to the Financial Information. This report is required by Schedule Two of the AIM Rules for
Companies published by the London Stock Exchange plc (the “AIM Rules”) and is given for the purpose of
complying with that Schedule and for no other purpose.
Responsibilities
The Directors of Impellam Group plc are responsible for preparing the Financial Information in accordance
with the basis of preparation set out in note 2 to the Financial Information.
It is our responsibility to form an opinion as to whether the Financial Information has been properly prepared
in accordance with the basis of preparation set out in note 2 for the purposes of the Admission Document
and to report our opinion to you.
Save for any responsibility which we may have to those persons to whom this report is expressly addressed
and for any responsibility arising under paragraph (a) of Schedule Two of the AIM Rules to any person as
and to the extent there provided, to the fullest extent permitted by law we do not assume any responsibility
and will not accept any liability to any other person for any loss suffered by any such other person as a result
of, arising out of, or in connection with this report or our statement, required by and given solely for the
purposes of complying with Schedule Two of the AIM Rules consenting to its inclusion in the Admission
Document.
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Basis of opinion
We conducted our work in accordance with the Standards for Investment Reporting issued by the Auditing
Practices Board in the United Kingdom. Our work included an assessment of evidence relevant to the
amounts and disclosures in the Financial Information. It also included an assessment of significant estimates
and judgments made by those responsible for the preparation of the Financial Information and whether the
accounting policies are appropriate to Carlisle Group’s circumstances, consistently applied and adequately
disclosed.
We planned and performed our work so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
Financial Information is free from material misstatement whether caused by fraud or other irregularity or
error.
Opinion
In our opinion, the Financial Information, which has been prepared for the purposes of the Admission
Document, has been properly prepared in accordance with the basis of preparation set out in note 2.
Declaration
For the purposes of Paragraph (a) of Schedule Two of the AIM Rules we are responsible for this report as
part of the Admission Document and declare that we have taken all reasonable care to ensure that the
information contained in this report is, to the best of our knowledge, in accordance with the facts and
contains no omission likely to affect its import. This declaration is included in the Admission Document in
compliance with Schedule Two of the AIM Rules.
Yours faithfully

PricewaterhouseCoopers LLP
Chartered Accountants

PricewaterhouseCoopers LLP is a limited liability partnership registered in England with registered number OC303525. The registered office
of PricewaterhouseCoopers LLP is 1 Embankment Place, London WC2N 6RH. PricewaterhouseCoopers LLP is authorised and regulated by
the Financial Services Authority for designated investment business.
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(B)

Set out below is the Special Purpose Consolidated Financial Information of Carlisle Group as at and
for the year ended 31 March 2007.

Consolidated Income Statement
for the year ended 31 March 2007
Notes
Revenue
Cost of sales

4
5

Gross profit
Administrative expenses
Profit on disposal of subsidiary undertaking

5
21

Operating profit
Financial income
Financial expenses

4
8
8

Profit before taxation
Taxation

9

Profit for the year

2007
£m
369.5
(301.8)
––––––––
67.7
(62.1)
0.7
––––––––
6.3
0.1
(1.0)
––––––––
5.4
(0.1)
––––––––
5.3

––––––––

Earnings per ordinary share (pence)
Basic
Diluted

10
22.3p
21.5p

––––––––

See accompanying notes which form an integral part of this special purpose consolidated financial
information.
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Consolidated Balance Sheet
at 31 March 2007
Notes
Assets
Non-current assets
Goodwill
Intangible assets
Property, plant and equipment
Deferred tax asset

11
11
12
17

57.2
1.2
4.3
0.5
––––––––
63.2
––––––––

13
14

61.7
2.1
––––––––
63.8
––––––––
127.0
––––––––

15
16

5.3
47.7
––––––––
53.0
––––––––

15
16

0.4
1.3
––––––––
1.7
––––––––
54.7
––––––––
72.3

Total non-current assets
Current assets
Trade and other receivables
Cash and cash equivalents
Total current assets
Total assets
Liabilities
Current liabilities
Short-term borrowings
Trade and other payables
Total current liabilities
Non-current liabilities
Long-term borrowings
Trade and other payables

2007
£m

Total non-current liabilities
Total liabilities
Net assets

––––––––

Shareholders’ equity
Called up share capital
Other reserves
Currency translation reserve
Retained deficit

18

Total equity

2.4
90.6
(0.4)
(20.3)
––––––––
72.3

––––––––

See accompanying notes which form an integral part of this special purpose consolidated financial
information.
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Consolidated Statement of Changes in Shareholders’ Equity
for the year ended 31 March 2007

At 1 April 2006
Profit for the year
Currency translation differences
Total recognised income and
expenses
Equity share based awards
Purchase of own shares
At 31 March 2007

Called up
share
capital
£m

Other
reserves
£m

Currency
translation
reserve
£m

2.4
–––––––––
–
–
–––––––––

91.2
–––––––––
–
–
–––––––––

–
–––––––––
–
(0.4)
–––––––––

(25.6)
–––––––––
5.3
–
–––––––––

68.0
–––––––––
5.3
(0.4)
–––––––––

–
–
–
–––––––––
2.4

–
0.3
(0.9)
–––––––––
90.6

(0.4)
–
–
–––––––––
(0.4)

5.3
–
–
–––––––––
(20.3)

4.9
0.3
(0.9)
–––––––––
72.3

Retained
deficit
£m

Total
equity
£m

––––––––– ––––––––– ––––––––– ––––––––– –––––––––

Other reserves comprise contributed surplus, principally arising on the demerger transaction referred to in
note 1, and a share-based payments reserve; such reserves are, under relevant legislation, distributable.
Subsequent to the year end, the Group has purchased further own shares and also paid an equity dividend,
details of which are set out in notes 24(i) and 24(ii), respectively.
See accompanying notes which form an integral part of this special consolidated financial information.
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Consolidated Cash Flow Statement
for the year ended 31 March 2007
Notes
Cash flows from operating activities
Profit before taxation
Financial expenses – net
Profit on disposal of subsidiary undertaking
Depreciation and amortisation
Other – net
Changes in working capital:
Current assets
Current liabilities

2007
£m
5.4
0.9
(0.7)
2.4
0.4
(6.4)
3.8
––––––––
5.8
0.1
(1.0)
(0.3)
––––––––
4.6
––––––––

Cash generated by operations
Interest received
Interest paid
Tax paid
Net cash flow generated from operating activities
Cash flows from investing activities
Purchase of property, plant and equipment
Purchase of other intangible assets
Acquisition of subsidiaries, net of cash acquired
Disposal of subsidiaries, net of cash disposed

20
21

Net cash flow (used in) investing activities
Cash flows from financing activities
Net movement in short-term borrowings
Capital element of finance lease repayments
Purchase of own shares
Net cash flow (used in) financing activities
Net increase in cash and cash equivalents
Effect of exchange rate changes
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

14

(1.5)
(0.5)
(1.9)
0.6
––––––––
(3.3)
––––––––
1.0
(0.4)
(0.9)
––––––––
(0.3)
––––––––
1.0
(0.1)
1.2
––––––––
2.1

––––––––

See accompanying notes which form an integral part of this special purpose consolidated financial
information.
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Notes to the Special Purpose Consolidated Financial Information
as at and for the year ended 31 March 2007
1.

General information

Carlisle Group Limited (“Carlisle Group” – as defined in this Part III (B)) was incorporated in June 2005 as
an international business company in Belize (number 44136) with its registered office at 60 Market Square,
Belize City, Belize, Central America. Carlisle Group was incorporated specifically to enter into the demerger
agreement referred to below.
In August 2005, Carlisle Group entered into a demerger transaction with its then parent undertaking BB
Holdings Limited (a company incorporated in Belize and controlled by Lord Ashcroft, KCMG – “BB
Holdings”), whereby the UK, Ireland and certain other non-UK staffing services and support services
businesses of BB Holdings were transferred to Carlisle Group. In consideration for this transfer, Carlisle
Group issued 24,066,650 ordinary shares to BB Holdings. Subsequently, by means of series of transactions,
including a dividend-in-specie, BB Holdings disposed of its entire shareholding in Carlisle Group. In August
2005, the demerger was completed and, at the same time, Carlisle Group shares were admitted to trading on
the AIM, a market operated by the London Stock Exchange plc (ticker symbol – CXG).
Carlisle Group and all of the above referenced businesses transferred under the demerger are herein referred
to as the “Group” – as defined in this Part III (B).
Carlisle Group is a holding company with no independent business operations or assets other than its
investments in its subsidiaries and intercompany balances. Carlisle Group’s businesses are conducted
through its subsidiaries.
2.

Basis of preparation and principal accounting policies

Basis of preparation
In February 2008, Carlisle Group announced that it was in discussions with The Corporate Services Group
plc regarding a possible merger which, if implemented, would be effected by the creation of a new UK
registered holding company (Impellam Group plc – “Impellam”), the subsequent merger of Carlisle Group
with Impellam under Belizean law, and then the acquisition by Impellam of The Corporate Service Group
plc, together with the admission of Impellam to AIM. Further details are set out in note 24(v).
At 31 March 2007 and for the periods then ended, Carlisle Group prepared and published its consolidated
financial statements in accordance with United Kingdom Accounting Standards and applicable law (UK
Generally Accepted Accounting Practice – UK GAAP).
Following admission to AIM, Impellam will be required to prepare statutory financial statements which
comply with International Financial Reporting Standards as adopted by the European Union (“IFRS”).
As a company seeking admission to AIM, Impellam is required to present certain historical financial
information in its Admission Document on a basis consistent with the accounting policies to be adopted in
its next published consolidated financial statements. Therefore the special purpose consolidated financial
information for Carlisle Group as at and for the year ended 31 March 2007 (the “special purpose
consolidated financial information”) has been prepared on the basis set out below.
Carlisle Group was required by the AIM Rules for Companies to amend its basis of accounting for the year
ending 31 March 2008 from UK GAAP to IFRS. As part of its next published consolidated financial
statements for the year ending 31 March 2008, Carlisle Group would be required (assuming the transactions
referred to above were not consummated), to prepare and restate its accounts to IFRS, including comparative
data as at and for the year ended 31 March 2007, but not for dates earlier than 1 April 2006 (the IFRS
transition date). As a result, the Directors have not included comparative financial information in the special
purpose consolidated financial information. The special purpose consolidated financial information is
therefore not a complete set of consolidated financial statements prepared in accordance with IFRS.
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The notes below describe how, in preparing the special purpose consolidated financial information, the
Group has applied IFRS under the first-time adoption provisions as set out in IFRS 1. In preparing the special
purpose consolidated financial information, the Group has, save as explained above, applied all relevant
IFRSs, that it would have intended and been required to apply to its 31 March 2008 consolidated financial
statements. The accounting policies (which are set out below) the Group has used in the preparation of the
special purpose consolidated financial information are, insofar as is currently anticipated, those which
Impellam expects in all material respects to be those adopted, in the future, in its first published consolidated
financial statements prepared under IFRS. However, certain of the requirements and options in IFRS1
relating to comparative financial information presented on first time adoption may result in a different
application of accounting policies in the special purpose consolidated financial information to that which
would apply if the 31 March 2007 consolidated financial statements were the first financial statements of the
Group prepared in accordance with IFRS. In addition, if there are subsequent changes to the standards or
interpretations that would be applicable to the 31 March 2008 consolidated financial statements, the special
purpose consolidated financial information may require adjustment before it could constitute the
comparative financial information that would be included if the 31 March 2008 consolidated financial
statements were prepared in the absence of the proposed transactions described above.
The preparation of consolidated financial information in conformity with IFRS requires the use of certain
critical accounting estimates and assumptions that affect the reported amounts of asset and liabilities at the
date of the consolidated financial information and the reported amounts of revenues and expenses during the
reporting period. Although these estimates are based on management’s best knowledge of the amount, event
or actions, actual results ultimately may differ from those estimates. The areas involving a higher degree of
judgement or complexity, or areas where assumptions and estimates are significant to the consolidated
financial information, are set out below under ‘critical accounting estimates and judgements’.
The Directors of Impellam are responsible for preparing the special purpose consolidated financial
information in accordance with this basis of preparation and the accounting policies set out herein.
Consolidation
The Group’s consolidated financial information consolidates the accounts of the Carlisle Group and all of its
subsidiaries.
Subsidiaries are all entities over which the Group has the power to govern the financial and operating
policies, generally accompanying a shareholding of more than one half of the voting rights. The existence
and effect of potential voting rights that are currently exercisable or convertible are also considered when
assessing whether the Group controls another entity.
Subsidiaries are included in the consolidated financial information as at the date when control is transferred
to the Group, which normally corresponds to the date of acquisition. Subsidiaries divested during the period
are included in the consolidated financial information until the date when control ceases.
The purchase method of accounting is used to account for the Group’s acquisition of subsidiaries.
Acquisition cost for a business combination comprises the fair value of the assets utilised as consideration,
equity instruments issued and liabilities incurred or assumed on the exchange date, plus costs directly
attributable to the acquisition. Identifiable acquired assets and assumed liabilities, together with any
commitments, are valued initially at their fair value on the date of acquisition. The difference between the
acquisition cost and the fair value of the Group’s share of identifiable acquired net assets is reported as
goodwill. If the acquisition cost is lower than the fair value of the acquired subsidiary’s net assets, the
difference is recorded directly in the consolidated income statement.
Intercompany transactions and balance sheet items and unrealised gains or losses on transactions between
Group companies are eliminated on consolidation.
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Foreign currency translation
(i)

Functional and presentational currency
Items included in the financial statements of each of the Group’s entities are measured using the
currency of the primary economic environment in which the entity operates (the “functional
currency”).
The consolidated financial information is presented in UK pounds Sterling, which is the Group’s
presentation currency.

(ii)

Transactions and balances
Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation at year-end exchange rates of monetary assets
and liabilities denominated in foreign currencies are recognised in the consolidated income statement
within administrative expenses.

(iii)

Group companies
The results, cash flows and financial position of all the Group’s entities that have a functional currency
different from the presentation currency are translated into the presentation currency as follows:
•

assets and liabilities for each entity are translated at the closing rate at the date of the balance
sheet;

•

income and expenses for each entity are translated at average exchange rates (unless this
average is not a reasonable approximation of the cumulative effect of the rates prevailing on the
transaction dates, in which case income and expenses are translated at the rate on the dates of
the transactions); and

•

all resulting exchange differences are recognised as a separate component of shareholders’
equity.

Intangible assets
Goodwill
Goodwill consists of the amount by which the acquisition cost exceeds the fair value of the Group’s share of
identifiable net assets of the acquired company at the time of acquisition. Goodwill on acquisition of
subsidiaries is reported as an intangible asset. Separately recognised goodwill is tested annually for
impairment and carried at cost less accumulated impairment losses. Impairment losses on goodwill are not
reversed. Gains or losses on disposal of an entity include the carrying value of the goodwill relating to the
disposed entity.
Goodwill is allocated to cash-generating units for the purpose of impairment testing. The allocation is made
to those cash-generating units or groups of cash-generating units that are expected to benefit from the
business combination in which the goodwill arose.
The Group tests goodwill for impairment on at least an annual basis, and otherwise when changes in events
or situations indicate that the carrying value may not be recoverable. If such a test indicates that the carrying
amount is too high, a recoverable amount is established for the asset, which is the higher of net realisable
value and value-in-use. Value-in-use is established by discounting anticipated future cash flows attributable
to each cash-generating unit. An impairment loss is calculated based on the difference between the carrying
amount and the estimated recoverable amount and recorded in the consolidated income statement within
administrative expenses.
When calculating value-in-use, a number of key assumptions and assessments must be made to estimate
future cash flows. Key assumptions and assessments consist primarily of future revenues, expenses, margins,
market growth and discount rates. The Group establishes the discount rate whereby consideration is given to
time values and specific risks. Future revenues, expenses and margins are based on approved budgets and
business plans.
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Computer software
Computer software acquired or self developed is capitalised on the basis of the costs arising when the
software in question was acquired and put into use. These costs are amortised on a straight-line basis over
their estimated useful life, which is normally 3 to 4 years, and included in the consolidated income statement
within administrative expenses. The Group tests for impairment when changes in events or situations
indicate that the carrying value cannot be recovered.
Property, plant and equipment
Property, plant and equipment (PPE) mainly comprise leasehold improvements, computer equipment,
fixtures and fittings and other assets. PPE are stated at historical cost, less accumulated depreciation.
Acquisition cost includes expenses directly attributable to the acquisition of the asset. Depreciation is based
on the original acquisition cost and is allocated on a straight-line basis to allocate the cost to the estimated
residual value over the estimated useful life of the asset.
Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, if appropriate,
only when it is probable that the future economic benefits associated with the asset will flow to the Group
and the cost of the asset can be measured reliably, and such costs are depreciated over the lives of the assets
in question. All other forms of repairs and maintenance are charged to the consolidated income statement
during the period in which they are incurred.
Depreciation is calculated on a straight-line basis over the estimated useful life of each asset, which is
assessed on an annual basis as follows:
Leasehold improvements – over the period of the lease
Computer equipment – 3 to 4 years
Fixtures, fittings and other assets – 3 to 7 years
The assets’ residual values and useful lives are reviewed and adjusted if appropriate, at each balance sheet
date.
The Group tests for impairment when changes in events or situations indicate that the carrying value cannot
be recovered. If an asset’s carrying amount exceeds its estimated recoverable amount, the carrying value of
an asset is immediately written down to its recoverable amount.
Gains and losses on disposals are determined by comparing proceeds with the carrying amount. These are
recorded in the consolidated income statement.
Trade receivables
Trade receivables are recognised initially at fair value and subsequently at amortised cost, less provision for
impairment. A provision for impairment of trade receivables is established when there is objective evidence
that the Group will not be able to recover any or all amounts due, according to the original terms of the
receivables. Significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy
or financial reorganisation, and default or delinquency in payments are considered indicators that the trade
receivables are impaired. The amount of the provision is the difference between the asset’s carrying amount
and the present value of estimated future cash flows, discounted at the effective interest rate. The amount of
the provision is recognised in the consolidated income statement.
Cash and cash equivalents
Cash and cash equivalents consist of cash in hand, bank balances and other short-term deposits with original
maturities of three months or less. As a result of the short-term maturity of these financial instruments their
carrying value is approximately equal to their fair value.
Trade payables
Trade payables are recognised initially at fair value and subsequently measured at amortised cost using the
effective interest rate method.
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Borrowings
Borrowings are recorded initially at fair value, net of transaction costs incurred. Borrowings are subsequently
stated at amortised cost; any difference between the proceeds (net of transaction costs) and the redemption
value is recognised in the consolidated income statement over the period of the borrowings using the
effective interest rate method.
Unless the Group has an unconditional right to defer settlement of the liability for at least twelve months
after the balance sheet date, borrowings are classified as current liabilities.
Share capital
Ordinary shares are classified as equity. Transaction costs directly attributable to the issue of new shares are
reported, net of tax, in shareholders’ equity.
Where any group company purchases the parent company’s equity share capital (treasury shares), the
consideration paid, including any directly attributable incremental costs (net of income taxes), is deducted
from equity attributable to the parent company’s equity holders until the shares are cancelled or reissued.
Where such shares are subsequently reissued, any consideration received (net of any directly attributable
incremental transaction costs and the related income tax effects) is included in equity attributable to the
parent company’s equity holders.
Measurement of fair value
The fair values of financial assets and liabilities are principally measured and calculated by reference to
discounted expected future cash flows directly associated with the relevant group of assets and/or liabilities.
Taxation
Taxation consists of current tax and deferred tax. Unless attributed to an underlying transaction that has been
recorded in equity, current and deferred taxes are recorded in the consolidated income statement.
Deferred tax is provided in full, using the liability method, on temporary differences arising between the tax
base of assets and liabilities and their carrying amounts in the consolidated financial information. However
the deferred income tax is not accounted for if it arises from initial recognition of an asset or liability in a
transaction other than a business combination that at the time of the transaction affects neither accounting
nor taxable profit or loss. A deferred tax asset is recognised to the extent that it is probable that future taxable
profits will be available against which the temporary differences can be utilised.
Deferred tax is determined using the tax rate (and tax laws) that have been enacted or substantively enacted
at the balance sheet date or those which are expected to apply when the related deferred tax asset is realised
or deferred tax liability is settled.
Revenue recognition
Revenue comprises the invoiced value of services provided and goods supplied, net of value added tax.
The nature of the Group’s activities is such that revenue is recognised when a written agreement, terms and
conditions or an approved customer order is in place and the services have been fully rendered. At that time,
pricing is then fixed and determinable. The Group’s procedures require review of a customer’s ability to pay
prior to a service provision, at the time of such provision, and at the time of billing, such that collectibility
is reasonably assured.
Pension obligations
The Group operates a pension plan for employees classified as a defined contribution plan. A defined
contribution plan is a plan under which the Group pays fixed fees to a separate legal entity. The Group has
no further obligations once the contributions have been paid. Contributions are recognised as employee
benefit expenses as they occur.
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Share based awards
Share awards and options granted under the Group’s long-term incentive plan are accounted for such that the
fair value of the employee service received in exchange for the grant of the option is recognised as an
expense in the consolidated income statement over the related vesting period.
Leases
Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are
classified as operating leases. Lease payments on operating leases are charged to the consolidated income
statement on a straight-line basis over the lease period.
Leases in which a significant portion of the risks and rewards of ownership are transferred to the lessee are
capitalised and classified as finance leases. Finance leases are capitalised at the lower of the fair value of the
leased asset and the present value of the future minimum lease payments. Depreciation on the acquisition
costs are charged to the consolidated income statement on a straight line basis over the period of the lease
terms. Interest costs deriving from the financing of finance leases are also charged to the consolidated
income statement.
Interest income
Interest income is recognised in the consolidated income statement on a time-proportion basis using the
effective interest rate method.
Dividends
Equity dividend distributions, including dividends-in-specie, to Carlisle Group shareholders are recognised
in the period in which the dividends are approved.
Segment reporting
A business segment is a group of operations and assets engaged in providing services or products that are
subject to risks and returns that are different from those of other business segments. A geographical segment
is engaged in providing services and products within a particular economic environment that are subject to
risks and returns that are different from those of segments operating in other economic environments.
The Group has determined that it is currently engaged in four business segments which constitutes the
primary reporting format (note 4):
(i)

Staffing services – principally operates in the United Kingdom, the Republic of Ireland and the USA
under a number of different brand names. The Staffing Services Division provides temporary and
permanent staff recruitment services as well as managed staffing solutions across a range of
marketplaces.

(ii)

Cleaning and support services – operates in the United Kingdom providing cleaning and support
services mainly to the retail, transport and public sectors.

(iii)

Security services – operates in the United Kingdom and the Republic of Ireland providing manned
guarding, events stewarding and other specialist security services, each under specific regulation.

(iv)

Retail support services – operates in the United Kingdom providing a range of building and store
merchandising services to the retail sector.

The Group refers to Cleaning and support services, Security services and Retail support services collectively
as the Support Services Division.
As noted above, geographically these four business segments (constituting the primary reporting format)
principally operate in three economic environments, namely the United Kingdom, USA and Europe – which
constitutes the secondary reporting format.
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Critical accounting estimates and judgements
Estimates and judgements are continually evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances.
The Group makes estimates and assumptions concerning the future. The resulting accounting estimates will,
by definition, seldom equal the related actual results. The estimates and assumptions that have a significant
risk of causing a material adjustment to the carrying amount of assets and liabilities within the next financial
year are considered by the Group to be as follows:
(a)

Estimated recoverable amount of goodwill (note 11) – reviews in respect of goodwill are performed
at least annually in accordance with the Group’s accounting policy. The recoverable amounts of cashgenerating units have been determined based on value-in-use calculations, the outcome of which
requires the use of, amongst other things, estimates of market conditions, expectations of future
revenues, margins, profits, cash flows and discount rates. The Group has performed a sensitivity
analysis and determined that changes in each of the key assumptions and assessments could
separately, with all other variables held constant, lead to an impairment, since the recoverable
amounts, based on value-in-use calculations, would then be lower than the carrying amounts.
However no such changes in the key assumptions and assessments can be reasonably foreseen at this
time.

(b)

Taxation (current and deferred – notes 9 and 17) requires judgement in determining the amounts to be
recognised in the differing jurisdictions in which the Group operates. The Group recognises liabilities
for anticipated tax audit issues based on estimates of whether additional taxes will be due. Where the
final tax outcome of these matters is different from the amounts that were initially recorded, such
differences will impact the income tax and deferred tax amounts in the period in which such
determination is made.

Accounting standards
Accounting standards, amendments and interpretations to existing standards that are not yet effective and
have not been early adopted by the Group are set out below.
With the exception of changes in disclosures, the Group anticipates that the adoption of these standards and
interpretations in future periods will have no material impact on the Group’s consolidated financial
information The Group will adopt these standards and interpretations on their effective dates.
IFRS 8

Operating segments, issued in November 2006, effective for periods beginning on
or after 1 January 2009.

IFRIC 13

Customer loyalty programmes, issued in June 2007, effective for annual periods
beginning on or after 1 July 2008.

IFRIC 14

IAS 19 – The limit on a defined benefit asset, minimum funding requirements and
their interaction, issued in July 2007, effective for annual periods beginning on or
after 1 January 2008.

IAS 23

Borrowing costs, revised version issued in March 2007, effective for annual
periods beginning on or after 1 January 2009.

IAS 1

Presentation of financial statements, revised version issued in September 2007,
effective for annual periods beginning on or after 1 January 2009.

IFRS 3 (Revised)

Business combinations, revised version in 2008, effective for future business
combinations for which the acquisition date is on or after the beginning of the
first annual reporting period beginning on or after 1 July 2009.

IAS 27 (Revised)

Consolidated and separate financial statements, revised version in 2008, effective
for annual periods beginning on or after 1 July 2009.
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3.

Financial risk and capital management

The overall objective of the financial risk management of the Group is to minimise risks that may have an
adverse impact on the Group’s results, cash flows or financial position. The Group has not entered into any
derivative financial instruments.
The Group’s policies in respect of treasury management are as follows:
Working capital finance for day-to-day requirements is provided through operating cash generation
supported by short-term bank overdraft and invoice discounting facilities totalling £18.4 million at 31 March
2007 (of which £5.0 million had been drawn) with high quality UK financial institutions. Funding for
overseas operations is generally provided from UK cash resources. The overseas operations use local
currency cash converted from funding provided for working capital purposes. The Group monitors its
financing through regular reviews of trading performance and a daily assessment of headroom on available
facilities.
Acquisitions and transactions of a capital nature, where relevant, are financed from available cash resources.
Interest rates are managed principally by utilising floating rate borrowings linked to UK base rates.
The Group has certain working capital and funding balances denominated in foreign currencies,
predominantly US Dollars and Euros.
Financial risk exposures, which are considered by the Group to be limited, and the related risk management
are described below:
Currency risks:
The carrying amount of the Group’s net investment in subsidiaries and the revenues, costs and cash flows of
those subsidiaries are subject to the risk of gains and losses on translation from the US Dollar and Euro to
pounds Sterling. Approximately 9 per cent. of the Group’s revenues are derived from overseas subsidiaries.
The Group does not seek to mitigate or directly hedge the effect of this currency exposure.
At 31 March 2007, a 5 per cent. movement in the relative value of Sterling against the US Dollar and Euro,
with all other variables held constant, would have resulted in an increase or decrease in revenue of
approximately £1.6 million, an insignificant impact on net profit, and a change of approximately £0.2 million
in the net assets.
Interest rate risks:
Interest rate risks in the Group are mainly related to bank balances and exposure of its borrowings to floating
interest rates. Risks associated with changes in interest rates are managed by maintaining central cash
balances offsetting borrowings at the operations and investing these solely in overnight cash and short-term
deposit accounts predominantly in Sterling. For the year ended 31 March 2007, a change of 100 basis points
in effective interest rates on floating rate borrowings, with all other variables held constant, would have
increased or decreased financial expenses by approximately £0.1 million.
Credit risks:
The Group seeks to trade only with recognised, creditworthy third parties and the account profile reflects a
relatively broad customer base. It is the Group’s policy that customers who wish to trade on credit terms are
subject to certain credit verification procedures. In addition, trade receivable balances are monitored on an
ongoing basis to minimise the risk of loss. Credit risk arising from other financial assets, principally
comprising cash and cash equivalents, would arise from a default of the counter party. The Group places its
cash deposits with high, credit rated, quality financial institutions.
Liquidity risks:
The Group’s objective is to maintain a balance between continuity and flexibility of funding through the use
of invoice discounting facilities, bank overdrafts and finance leases.
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Market risks:
The Group’s staffing services business operates through a number of brands serving a wide range of industry
sectors and skill sets. It also provides a mix of temporary and permanent recruitment solutions. The support
services activities offer a longer-term customer base and visibility of earnings than the staffing services
business which tends to be short-term in nature. These factors mitigate, to a certain extent, the market risks
associated with the staffing industry which is generally sensitive to the general economic environment.
4.

Segment information

The Group has determined that it is currently engaged in four business segments which constitutes the
primary reporting format: (a) Cleaning and support services; (b) Security services; (c) Retail support
services; (collectively referred to as ‘Support Services’) and (d) Staffing Services.
Support Services

Revenue
Operating contribution

Cleaning
and
support
services
£m

Security
services
£m

38.0
––––––––
2.4
––––––––

31.8
––––––––
(0.6)
––––––––

Retail
support
services
£m

Total
Support
Services
£m

31.8
––––––––
2.3
––––––––

101.6
––––––––
4.1
––––––––

Corporate expenses
Profit on disposal of
subsidiary undertaking

Staffing
Services

Total

Staffing
Services
£m

Total
£m

267.9
369.5
–––––––– ––––––––
2.8
6.9
––––––––
(1.3)
0.7
––––––––
6.3
(0.9)
––––––––
5.4

Operating profit
Finance expenses – net
Profit before taxation

––––––––

There is no inter-segment trading.
At 31 March 2007, the segment assets and liabilities, together with the capital expenditures, depreciation and
amortisation for the year then ended are as follows:
Support Services

Segment assets
Segment liabilities
Capital expenditures
Depreciation
Amortisation

Staffing
Services

Total

Cleaning
and
support
services
£m

Security
services
£m

Retail
support
services
£m

Total
Support
Services
£m

Staffing
Services
£m

Total
£m

21.8
––––––––
5.1
––––––––
0.1
––––––––
0.5
––––––––
–

5.9
––––––––
4.3
––––––––
0.1
––––––––
0.1
––––––––
–

12.7
––––––––
6.7
––––––––
0.1
––––––––
0.1
––––––––
–

40.4
––––––––
16.1
––––––––
0.3
––––––––
0.7
––––––––
–

86.1
––––––––
32.3
––––––––
1.9
––––––––
1.1
––––––––
0.6

126.5
––––––––
48.4
––––––––
2.2
––––––––
1.8
––––––––
0.6

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––
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Segment assets and liabilities are reconciled to the Group’s assets and liabilities as follows:

Segment assets/liabilities
Unallocated:
Deferred tax
Current tax
Borrowings

Assets
£m

Liabilities
£m

126.5

48.4

0.5
–
–
––––––––
127.0

–
0.6
5.7
––––––––
54.7

––––––––

––––––––

Geographical segments:
The Group’s four business segments principally operate in three geographic areas (determined as being the
secondary reporting format).
2007
£m
Revenue (by location of operation):
United Kingdom
USA
Europe

335.6
19.7
14.2
–––––––
369.5

–––––––

Total assets (by location of operation):
United Kingdom
USA
Europe

120.3
3.5
2.7
–––––––
126.5

–––––––

There was no significant capital expenditure outside the United Kingdom.
5.

Expenses

Expenses by nature:
2007
£m
Temporary worker direct costs
Temporary worker indirect costs
Employee benefit expenses
Administration costs
Property costs
Depreciation and amortisation
Other expenses

238.8
14.0
88.0
10.7
4.9
2.7
4.8
–––––––
363.9

Total cost of sales and administrative expenses

–––––––
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Administrative expenses include:
2007
£m
Auditors’ remuneration:
– statutory audits – group and parent company
– statutory audits – subsidiaries
Operating lease rentals
6.

0.1
0.2
4.9

–––––––

Employee benefit expenses
2007
£m

Wages and salaries
Social security costs
Pension costs (defined contribution plans)
Share based awards (note 18)

79.9
7.0
0.7
0.4
–––––––
88.0

–––––––
The average monthly number of employees during the year was as follows:
2007
Number
Staffing services
Cleaning and support services
Security services
Retail support services
Corporate

784
2,689
1,273
37
8
–––––––
4,791

–––––––
7.

Directors’ remuneration
2007
£000

Executive (highest-paid director):
Emoluments (including benefits)
Contributions to defined contribution pension plans

429
30
–––––––
459
–––––––

Non-Executive:
Fees

80
–––––––
539

–––––––
Further details of transactions with directors are set out in note 22.
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8.

Financial income and expenses
2007
£m

Financial income
Interest income on short-term bank deposits

0.1

––––––––

Financial expenses
Interest expense on bank borrowings
Interest on finance leases
Other financial expenses

(0.6)
(0.1)
(0.3)
––––––––
(1.0)
––––––––
(0.9)

Financial expenses – net
9.

––––––––

Taxation
2007
£m

Non-UK current tax

0.1

––––––––

There is no UK current or deferred tax.
The tax on the Group’s results differs from the theoretical amount that would arise using the weighted
average tax rate applicable to the results of the consolidated entities as follows:
2007
£m
Profit before taxation
Tax calculated at effective tax rates (30 percent)
Adjustment in respect of overseas tax rates
Expenses not deductible for tax purposes
Capital gains not chargeable
Other adjustments
Losses brought forward utilised against current year profits
Losses carried forward not recognised as deferred tax assets

5.4
––––––––
1.6
(1.7)
0.5
(0.2)
(0.3)
(0.3)
0.5
––––––––
0.1

––––––––

The adjustment in respect of overseas tax rates arises from intragroup financing charges.
10.

Earnings per ordinary share

Basic
Basic earnings per ordinary share has been calculated on the profit attributable to equity shareholders divided
by the weighted average number of ordinary shares in issue (excluding treasury shares) during the year.
2007
Profit for the year (£m)
Weighted average number of ordinary shares in issue (000’s)
Earnings per ordinary share (pence)

5.3
23,817
––––––––
22.3p

––––––––
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Diluted
For diluted earnings per share, the weighted average number of ordinary shares in issue (excluding treasury
shares) is adjusted to assume conversion of all dilutive potential ordinary shares. The Group has one class of
dilutive potential ordinary shares being share awards under the Group’s long-term incentive plan.
2007
Profit for the year (£m)

5.3
––––––––
23,817
842
––––––––
24,659
––––––––
21.5p

Weighted average number of ordinary shares in issue (000’s)
Number of potential shares (000’s)
Total of shares and potential shares (000’s)
Earnings per ordinary share (pence)
11.

––––––––

Intangible assets

Cost:
At 1 April 2006
Acquisition of subsidiaries (note 20)
Disposal of subsidiaries (note 21)
Additions at cost
At 31 March 2007
Amortisation:
At 1 April 2006
Charge for the year
At 31 March 2007
Net book values:
At 31 March 2007

Goodwill
£m

Computer
software
£m

53.9
3.5
(0.2)
–
––––––––
57.2
––––––––

5.0
–
–
0.5
––––––––
5.5
––––––––

58.9
3.5
(0.2)
0.5
––––––––
62.7
––––––––

–
–
––––––––
–
––––––––

3.7
0.6
––––––––
4.3
––––––––

3.7
0.6
––––––––
4.3
––––––––

57.2

––––––––

1.2

––––––––

––––––––

Total
£m

58.4

Goodwill is allocated to cash-generating units (CGUs) for the purpose of impairment testing, identified
according to business segment. The allocation is made to those cash-generating units or groups of cashgenerating units that are expected to benefit from the business combination in which the goodwill arose.
At 31 March 2007, the net book value of goodwill allocated to each CGU was as follows:
2007
£m
Staffing services
Cleaning and support services
Security services
Retail support services

33.2
18.2
–
5.8
––––––––
57.2

––––––––

The Group tests goodwill for impairment at least on an annual basis, and otherwise when changes in events
or situations indicate that the carrying value may not be recoverable. If such a test indicates that the carrying
amount is too high, a recoverable amount is established for the asset, which is the higher of net realisable
value and value in use. Value-in-use is established by discounting anticipated future cash flows attributable
to each CGU that are expected to benefit from the business combination in which the goodwill arose. Pretax cash flow projections are based on financial budgets approved by management covering a one-year
period. Cash flows beyond the first year are extrapolated using weighted average estimated growth rates (in
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the range of 3.0 per cent. to 4.0 per cent. per annum, which do not exceed the long-term average growth rates
for the businesses in which the CGU operates) and gross margins (in the range of 17.5 per cent. to 21.5 per
cent.). For the year ended 31 March 2007, the pre-tax discount rate utilised was 11.5 per cent. The weighted
average estimated growth rates used are consistent with the forecasts included in industry reports. Budgeted
gross margins are based on past performance and the expectation of market developments. The discount rate
used reflects specific identifiable risks. Based on the assessments conducted, no goodwill impairment was
recorded.
12.

Property, plant and equipment
Leasehold
improvements
£m

Net book values:
At 1 April 2006
Additions at cost
Depreciation
At 31 March 2007
At 31 March 2007
Cost
Accumulated depreciation
Net book values

1.3
0.5
(0.4)
––––––––
1.4

Fixtures,
Computer
fittings
equipment & other assets
£m
£m
1.3
0.8
(0.7)
––––––––
1.4

1.8
0.4
(0.7)
––––––––
1.5

Total
£m
4.4
1.7
(1.8)
––––––––
4.3

––––––––

––––––––

––––––––

––––––––

2.8
(1.4)
––––––––
1.4

6.3
(4.9)
––––––––
1.4

6.4
(4.9)
––––––––
1.5

15.5
(11.2)
––––––––
4.3

––––––––

––––––––

––––––––

––––––––

The net book value of assets held under finance lease arrangements are as follows:
2007
£m
Other assets
Computer equipment

0.6
0.1
––––––––
0.7

––––––––

13.

Trade and other receivables
2007
£m

Trade receivables
Less provision for doubtful receivables

48.3
(0.6)
––––––––
47.7
14.0
––––––––
61.7

Trade receivables – net
Prepayments and accrued income

––––––––
The fair values of trade and other receivables approximate their book values.
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Trade receivables that are less than 2 months past due are not considered to be impaired. As at 31 March
2007, trade receivables of £1.4 million were past due. These relate to a number of customers for whom there
is no history of default. The ageing analysis of trade receivables was as follows:
2007
£m
Up to 2 months
2 to 4 months
More than 4 months

46.9
1.0
0.4
––––––––
48.3

––––––––

At 31 March 2007, trade receivables of £0.6 million were impaired and provided for and mainly relate to
customers whose credit rating has declined or who face unexpected difficult economic circumstances. The
ageing of these receivables was as follows:
2007
£m
2 to 4 months
More than 4 months

0.2
0.4
––––––––
0.6

––––––––

Movement on the provision for impairment of trade receivables was as follows:
2007
£m
At beginning of year
Movement – net

0.7
(0.1)
––––––––
0.6

At end of year

––––––––

The other classes within trade and other receivables do not contain impaired assets.
The maximum exposure to credit risk at the reporting date is the carrying value of each class of receivable
mentioned above. The Group does not hold any collateral as security.
The carrying amounts of trade and other receivables are denominated in the following currencies:
2007
£m
Sterling
Euro
US Dollar

56.4
2.7
2.6
––––––––
61.7

––––––––

The Group’s trade receivables are, in part, secured as part of the Group’s bank financing arrangements (note
15).
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14.

Cash and cash equivalents
2007
£m

Cash at bank – Sterling
Cash at bank – US Dollar
Cash at bank – Euro
Less legally offset Sterling credit balances

0.5
2.2
0.8
(1.4)
––––––––
2.1

––––––––

The effective interest rate on short-term bank deposits for the year approximated 3.5 per cent. for Sterling
and 4.4 per cent. for US Dollars. At 31 March 2007, all deposits had an average maturity of one-day, being
on overnight deposit. The Group’s cash deposits and credit balances are part of the banks cash accumulation
system which is aggregated and netted on a daily basis. As a result of the short-term maturity of cash and
cash equivalents their carrying value is equal to their fair value.
15.

Borrowings
2007
£m

Current (short-term)
Bank borrowings (secured)
Finance leases (secured)

5.0
0.3
––––––––
5.3

––––––––
––––––––
––––––––

Non-current (long-term)
Finance leases (secured)

0.4

Total borrowings

5.7

Confidential invoice discounting and other bank facilities:
(a)

In October 2004, the Group entered into a secured invoice discounting facility of up to £12.5 million,
which can be used for general working capital purposes. The agreement has a minimum term of three
years expiring in October 2007 and is principally secured over certain of the Group’s trade receivables
and other assets. Amounts drawn under the terms of the facility bear interest at base rate plus a margin.

(b)

In August 2005, the Group entered into a separate secured invoice discounting facility of up to £12.5
million, to be used for general working capital purposes, on the same terms as, and coterminous with,
the Group’s existing facility referred to in (a) above, giving the Group a total facility of £25.0 million.
At 31 March 2007, £18.1 million was available under this combined facility, of which £5.0 million
had been drawn. Subsequent to the year end, in January 2008, the Group further amended its financing
facilities (note 24(iv)).

(c)

In July 2006, the Group renewed its short-term bank overdraft facility of £0.3 million, which increases
to £3.0 million at certain periods. At 31 March 2007, no amount was drawn under this facility. This
facility is reviewable annually and was renewed in July 2007.

(d)

The Group also has in place a short-term facility up to a maximum of £1.5 million which can be used
for letters of credit, bonds and guarantees. At 31 March 2007, £1.4 million had been utilised in the
form of certain letters of credit, bonds, guarantees and indemnities arising in the ordinary course of
business issued by the bank on behalf of the Group. This facility is reviewable annually and was
renewed in July 2007.

The carrying amounts of bank borrowings and finance leases are all denominated in Sterling.
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The principal financial covenant applicable to total borrowings is that the debt should not exceed a given
multiple of EBITDA in any given period, as well as covenants associated with interest cover, minimum
tangible net assets and operating profitability against plan. At 31 March 2007, there were no breaches in
covenants.
Obligations under finance leases are payable as follows:
2007
£m
Lease payments:
Principal (maturity profile – within 1 year – £0.3 million;
between 2 and 5 years – £0.5 million)
Interest
The amounts payable are as follows:
Within 1 year
Between 2 and 5 years

0.8
(0.1)
––––––––
0.3
0.4
––––––––
0.7

––––––––

The effective interest rates at the balance sheet date were as follows:
2007
Bank borrowings
Finance leases

6.1 per cent.
7.3 per cent.

––––––––––

The carrying amounts of current and non-current borrowings approximate their fair values.
16.

Trade and other payables
2007
£m

Current:
Trade payables
Current tax liabilities
Other taxes and social security
Accruals and deferred income

7.6
0.6
11.7
27.8
––––––––
47.7

––––––––
––––––––

Non-current:
Other payables

1.3

The fair values of trade and other payables approximate to their book values. All these amounts are
unsecured and non-interest bearing. Other non-current payables comprise deferred consideration for a
business combination (note 20), payable in 2010.
The carrying amounts of trade and other payable are denominated in the following currencies:
2007
£m
Sterling
Euro
US Dollar

46.6
1.6
0.8
––––––––
49.0

––––––––
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17.

Deferred tax asset
2007
£m

Non-current (UK)
Current (non-UK)

0.3
0.2
––––––––
0.5

––––––––

Deferred tax assets comprise recognised trading losses. There was no movement in the balance during the
year. Deferred tax assets of approximately £1.6 million relating to capital allowances and temporary
differences, and £2.5 million relating to trading losses, are unrecognised due to uncertainty over
recoverability. No deferred tax is recognised on the unremitted earnings of overseas subsidiaries, as the
earnings are continually reinvested by the Group and no tax is expected to be payable on them in the
foreseeable future. Subsequent to the year end, the UK corporation tax rate was amended from 30 per cent.
to 28 per cent. which had no significant impact on the Group.
18.

Called up share capital

Authorised:
Ordinary shares of 10 pence each

Number

2007
£m

50,000.000

5.0

––––––––––
––––––––––

Issued and fully paid:
Ordinary shares of 10 pence each

24,066,660

––––––––
––––––––
2.4

Carlisle Group was incorporated in June 2005 with an authorised share capital of £50,000, comprising
50,000 ordinary shares of £1 each. On incorporation, one ordinary share was allotted for cash and fully paid.
In July 2005, the authorised share capital was amended and increased to £5 million through the creation of
50,000,000 ordinary shares of 10 pence each. The one ordinary share issued was cancelled and replaced with
10 ordinary shares of 10 pence each. In connection with the demerger transaction (note 1), Carlisle Group
allotted a further 24,066,650 ordinary shares to BB Holdings. Subsequently, by means of series of
transactions, including a dividend-in-specie, BB Holdings disposed of its entire shareholding in Carlisle
Group.
At 31 March 2007, Lord Ashcroft, KCMG was interested in and controlled 17,922,513 Carlisle Group
shares, representing approximately 74.5 per cent of Carlisle Group’s issued share capital.
Potential issue of ordinary shares
In August 2005, Carlisle Group adopted a long-term incentive plan providing for the grant of share awards,
under certain conditions. In November 2005, Carlisle Group granted 724,243 nil-cost share awards to certain
senior executives of the Group, including 157,576 to Mr. R J Bradford a director of Carlisle Group. No other
director holds any awards or options under the plan. These share awards have no exercise price and are
subject to a three year performance period with an exercise period between November 2007 and November
2011. The fair value of these awards is determined by, inter alia, the market price of the ordinary shares of
Carlisle Group at the date of grant of 111.5 pence per share. During the year ended 31 March 2007, 78,788
of these options lapsed before becoming exercisable, none of which related to the director of the company.
In December 2006, Carlisle Group granted a further 430,000 nil-cost share awards to certain senior
executives of the Group. No director received any awards or options under this issue. These share awards
have no exercise price and are subject to a three year performance period with an exercise period between
December 2008 and December 2012, subject to certain performance criteria. The fair value of these awards
is determined by, inter alia, the market price of the ordinary shares of Carlisle Group at the date of grant of
102 pence per share.
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The aggregate number of shares subject to options are summarised below:
Year of
grant

Exercise
price (p)

Exercise
period

No. at
1 Apr 2006

Granted

Exercised

2007 to 2011
2008 to 2012
–––––––––––

724,243
–
––––––––
724,243

–
430,000
––––––––
430,000

–
–
––––––––
–

Lapsed
(78,788)
–
––––––––
(78,788)

No. at
31 Mar 2007

2005
2006

Nil
Nil
––––––––

645,455
430,000
––––––––
1,075,455

Total

–––––––– ––––––––––– –––––––– –––––––– –––––––– –––––––– ––––––––

No share awards were exercisable at 31 March 2007. The total expense recognised through the consolidated
income statement in the year in relation to the plan was £0.4 million (note 6) utilising the Black-Scholes
assessment model.
Purchase of own shares
During the year ended 31 March 2007, the Group purchased, in the market, 945,000 of Carlisle Group’s
ordinary shares of 10 pence each for an aggregate cash consideration of £0.9 million. These shares are held
in treasury by a subsidiary undertaking, Carlisle Group Treasury Limited. At 31 March 2007, the number of
treasury shares held was 945,000 with a nominal value of £94,500. Subsequent to the year end, further
treasury shares were acquired (note 24(i)).
19.

Commitments and contingencies

Operating leases:
The Group leases various premises and offices, motor vehicles and office equipment. The leases have varying
terms, cancellations clauses and renewal rights. The future aggregate minimum lease payments under
operating leases were as follows:
2007
£m
Within one year
Between two and five years
Over five years

3.7
7.3
2.9
––––––––
13.9

––––––––

At 31 March 2007, the Group is not aware of any contingent liabilities or litigation that could, or may, have
a material adverse effect on the Group’s results, cash flows or financial position.
20.

Acquisition of subsidiaries

In December 2006, the Group acquired the entire issued share capital of Chadwick Nott (Holdings) Limited
and its subsidiary which has been accounted for under the purchase method. The following table summarises
the acquisition of this staffing services business; no adjustments were made to the book value of the net
assets acquired in arriving at their fair values included in the consolidated financial information at the date
of acquisition.
2007
£m
Purchase consideration:
– Cash paid
– Deferred consideration
– Direct costs relating to the acquisition

2.1
1.4
0.1
––––––––
3.6
(0.1)
––––––––
3.5

Total purchase consideration
Fair value of net assets acquired (see below)
Goodwill (note 11)

––––––––
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The goodwill is attributable to the future earning capacity of the acquired business as well as the local
management team’s ability to further develop the business.
Deferred consideration comprises £0.1 million payable in cash in July 2007 and £1.3 million payable in cash
in 2010. Contingent consideration could also be payable in cash in 2010 dependent upon the operating profit
of Chadwick Nott in the three years to 31 March 2010. Due to its uncertainty, such consideration has not
been accrued for. The maximum aggregate total consideration for the acquisition cannot exceed £11.5
million.
Costs of acquisition include £8,000 for certain financial due diligence services provided by the Group’s
auditors.
The impact of this acquisition on the Group’s results and cash flows for the year are not considered to be
material.
In the year ended 31 December 2006 prior to acquisition, Chadwick Nott (Holdings) Limited and its
subsidiary reported revenue of £3.7 million, operating profit of £0.4m and profit after taxation of £0.2
million.
The fair value (which is equivalent to book value) of the assets and liabilities from the acquisition are as
follows:
2007
£m
Cash and cash equivalents
Other current assets
Other current liabilities

0.3
0.4
(0.6)
––––––––
0.1

Net assets acquired

––––––––

Purchase consideration and direct costs settled in cash
Cash and cash equivalents of subsidiary acquired
Cash outflow on acquisition
21.

2.2
(0.3)
––––––––
1.9

––––––––

Disposal of subsidiaries

In May 2006, the Group disposed of its entire 100 per cent. holding in the issued share capital of Euromedica
Limited and its subsidiaries. The following table summarises the effects of the disposal of this staffing
services business.
2007
£m
Consideration receivable:
– Cash (net)
– Deferred (net)
– Direct costs relating to the disposal

1.0
0.3
(0.1)
––––––––
1.2
(0.5)
––––––––
0.7

Total consideration
Net book value of assets disposed (see below)
Profit on disposal

––––––––
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Assets and liabilities disposed:
£m
Cash and cash equivalents
Other current assets
Other current liabilities
Attributable goodwill (note 11)

0.3
0.8
(0.8)
0.2
––––––––
0.5

Net assets disposed

––––––––

Disposal consideration less direct costs settled in cash
Cash and cash equivalents of subsidiary disposed
Cash inflow on disposal

0.9
(0.3)
––––––––
0.6

––––––––

The impact of this disposal on the Group’s results and cash flows for the year are not considered to be
material.
22.

Related party transactions and disclosures

(a)

Key management compensation:
Remuneration for the Group’s key management (including executive directors) was as follows:
2007
£m
Wages and salaries
Pension costs (defined contribution plans)
Share based awards

1.8
0.1
0.4
––––––––
2.3

––––––––
(b)

Directors’ fees:
During the year ended 31 March 2007, sums paid to third parties for directors’ services include
£55,000 paid to BB Holdings.

(c)

Other related party transactions:
During the year ended 31 March 2007, BB Holdings group provided certain administrative and
support services to the Group. The Group paid to BB Holdings group fees of £0.1 million in the year
ended 31 March 2007.
During the year ended 31 March 2007, the Group provided certain administrative and support services
to the BB Holdings group and settled certain liabilities on behalf of BB Holdings group which were
subsequently reimbursed in full by BB Holdings group. Amounts due from BB Holdings group under
these arrangements were £0.2 million at 31 March 2007 and the highest amount outstanding during
the year was £0.3 million.
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(d)

Information on significant subsidiary undertakings:
Unless otherwise stated, all subsidiary undertakings are incorporated in the United Kingdom and are
100 per cent. owned. All entities are included the consolidated financial information.
Holding companies:
Isengard Holdings Limited (Belize)
Carlisle Group Treasury Limited (Belize)
Carlisle Group plc

23.

Staffing Services:

Support Services:

Carlisle Staffing plc
Science Recruitment Group Limited
SRG Interesource Limited
SRG Woolf Group, Inc. (USA)
P.S.Interim Limited
S.Com Group Limited
S.Com, Inc. (USA)
S.Com GmbH (Germany)
Irish Recruitment Consultants Limited (Eire)
Chadwick Nott (Holdings) Ltd

Carlisle Cleaning Services Limited
Carlisle Security Services Limited
Recruit Retail Services plc
Recruit Event Services Limited
Carlisle Security Plus Limited (Eire)

Transition to IFRS

The Group’s transition date to IFRS was 1 April 2006. All adjustments on first-time adoption of IFRS have
been recorded in shareholders’ equity as of the date of transition. IFRS sets out certain transition rules which
must be applied when IFRS is adopted for the first-time. IFRS sets out certain mandatory exemptions to
retrospective application and certain optional exemptions. The most significant optional exemptions applied
by the Group are as follows: (i) business combinations effected before the transition date have not been
restated; (ii) currency translation reserve has been set to nil at the date of transition. The net impact was to
reduce shareholders’ equity at the date of transition (and as at 31 March 2007) by £0.5 million, principally
relating to share awards, amortisation of intangible assets and certain employee liabilities. The transition to
IFRS had no impact on the Group’s reported consolidated income statement or consolidated cash flow
statement for the year ended 31 March 2007 (other than for presentational matters).
24.

Post balance sheet events

(i)

Capital reorganisation and purchase of own shares
On 4 May 2007, Carlisle Group announced a reorganisation of its share capital. Shareholders holding
fewer than 100 ordinary shares on 1 June 2007 (the “Consolidation Record Date”) received a cash
payment equivalent to the current market value of their shares as represented by the closing middle
market price on AIM on this date for each ordinary share which they held.
Holders of more than 100 ordinary shares on the Consolidation Record Date received a cash payment
equivalent to the closing middle market price on AIM on this date for the number of their ordinary
shares as became a fraction of a consolidated ordinary share when their holding was divided by 100.
These shareholders retained the balance of their shareholding.
The capital reorganisation reduced the number of shareholders from approximately 3,300 to
approximately 1,000.
Pursuant to this arrangement, on 1 June 2007 Carlisle Group Treasury Limited acquired a further
110,860 treasury shares at 120 pence per share, for an aggregate cash consideration of approximately
£0.1 million.
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(ii)

Equity dividend
In October 2007, Carlisle Group declared and paid a dividend-in-specie comprising all of the issued
shares in its wholly-owned subsidiary Shellshock Limited (‘Shellshock’). Shellshock is a company
incorporated in Belize with an issued share capital of £3 million, divided into 6,000,000 ordinary
shares of fifty pence each and, at that date, held cash on deposit of £3 million. The ordinary shares of
Shellshock trade on AIM (ticker symbol SHOK).

(iii)

Acquisition of Kennedy Clayton Limited
In December 2007, the Group acquired the entire issued share capital of Kennedy Clayton Limited, a
company providing a range of retail project design, assembly and installation services, which will
form part of the Group’s retail support services business segment. Initial consideration paid was £1.3
million in cash and further consideration, not exceeding £0.8 million, is payable in 2009, contingent
upon the operating profit of the acquired business in the year to 31 March 2009.
£m
Purchase consideration:
– Cash paid
– Direct costs relating to the acquisition

1.3
0.1
––––––––
1.4
(0.7)
––––––––
0.7

Total purchase consideration
Fair value of net assets acquired (see below)
Goodwill

––––––––

The goodwill is attributable to the future earning capacity of the acquired business as well as the local
management team’s ability to further develop the business.
The provisional fair values of the assets and liabilities from the acquisition are as follows:
£m
Cash and cash equivalents
Property, plant and equipment
Other current assets
Other current liabilities

0.2
0.1
1.9
(1.5)
––––––––
0.7

Net assets acquired
(iv)

––––––––

Banking facilities
In January 2008, the Group replaced its current £25 million secured invoice discounting facility (note
15) with an aggregate facility of up to £35 million available for three years which is principally
secured over certain of the Group’s trade receivables and other assets. Amounts drawn under the terms
of the facility bear interest at base rate plus a margin. The principal financial covenants applicable to
the new facility are an interest to earnings ratio of not less than 3 times and a total borrowings limit
of 4 times EBITDA.

(v)

Possible Merger
In February 2008, Carlisle Group announced that it was in discussions with The Corporate Services
Group plc regarding a possible merger which, if implemented, would be effected by the creation of a
new UK registered holding company (Impellam), the subsequent merger of Carlisle Group with
Impellam under Belizean law and then the acquisition by Impellam of Corporate Services Group,
together with the admission of Impellam to AIM. On the basis of the proposed transaction, Carlisle
Group shareholders would, upon completion of the possible merger, hold approximately 52 per cent.
of Impellam and Corporate Services Group shareholders would hold approximately 48 per cent. of
Impellam.
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In addition, Carlisle Group has formed a new subsidiary (Shellproof Limited) which has been
capitalised as to £4 million and the shares of Shellproof Limited will be distributed to Carlisle Group
shareholders, prior to the completion of the possible merger, in proportion to their respective
shareholdings. It is intended that the shares of Shellproof Limited will be admitted to trading on AIM.
Lord Ashcroft, KCMG holds approximately 77.9 per cent. of the current issued share capital of
Carlisle Group and 29.7 per cent. of the current issued share capital of Corporate Services Group. If
the possible merger is implemented it is anticipated that Lord Ashcroft would hold approximately 53.4
per cent. of the issued share capital of Impellam.
Further details of the possible merger are set out in Parts I and II of the Admission Document.
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(C)

Set out below is the Unaudited Interim Consolidated Financial Information of Carlisle Group as at
31 December 2007 and for each of the three months and nine months then ended. This information
has been extracted without material adjustments from Carlisle’s interim announcement dated 3 March
2008.

Consolidated Income Statements (Unaudited)
3 months
ended
31 December
2007
£m
Revenue
Cost of sales
Gross profit
Administrative expenses
Profit on disposal of subsidiary undertaking
Operating profit
Financial expenses – net
Profit before taxation
Taxation
Profit for the period
Earnings per ordinary share (in pence)
Basic
Diluted

102.8
(83.2)
––––––––
19.6
(17.4)
––––––––
–
2.2
(0.3)
––––––––
1.9
(0.2)
––––––––
1.7

3 months
ended
31 December
2006
£m
96.3
(79.6)
––––––––
16.7
(15.1)
––––––––
–
1.6
(0.3)
––––––––
1.3
–
––––––––
1.3

9 months
ended
31 December
2007
£m
298.4
(241.1)
––––––––
57.3
(52.2)
––––––––
–
5.1
(0.8)
––––––––
4.3
(0.4)
––––––––
3.9

9 months
ended
31 December
2006
£m
274.9
(225.7)
––––––––
49.2
(45.2)
––––––––
0.5
4.5
(0.7)
––––––––
3.8
–
––––––––
3.8

––––––––

––––––––

––––––––

––––––––

7.4p
7.1p

5.4p
5.3p

16.9p
16.2p

15.8p
15.4p

––––––––

––––––––

––––––––

––––––––

Earnings per ordinary share has been calculated using the weighted average number of shares in issue during
the three month period of 23,011,000 (2006 – 23,879,000) and diluted number of shares of 24,086,000 (2006
– 24,604,000). Earnings per ordinary share has been calculated using the weighted average number of shares
in issue during the nine month period of 23,035,000 (2006 – 24,004,000) and diluted number of shares of
24,111,000 (2006 – 24,728,000).
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Consolidated Balance Sheets (Unaudited)

Assets
Non-current assets
Goodwill
Intangible assets
Property, plant and equipment
Other non-current assets
Total non-current assets
Current assets
Trade receivables
Prepayments, accrued income and other current assets
Cash and cash equivalents
Total current assets
Total assets
Liabilities
Current liabilities
Trade payables
Other taxes and social security
Accruals and deferred income
Financial liabilities – amounts due under invoice discount facility
Financial liabilities – obligations under finance leases
Current tax liabilities
Total current liabilities
Non-current liabilities
Other payables
Financial liabilities – obligations under finance leases
Total non-current liabilities
Total liabilities
Shareholders’ equity
Called up share capital
Other reserves
Currency translation reserve
Retained deficit
Total equity
Total equity and liabilities

31 December
2007
£m

31 March
2007
£m

57.8
1.3
4.3
0.3
––––––––
63.7
––––––––

57.2
1.2
4.3
0.5
––––––––
63.2
––––––––

56.9
14.0
2.1
––––––––
73.0
––––––––
136.7

47.7
14.0
2.1
––––––––
63.8
––––––––
127.0

––––––––

––––––––

10.3
14.5
25.4
10.4
0.2
0.9
––––––––
61.7
––––––––

7.6
11.7
27.8
5.0
0.3
0.6
––––––––
53.0
––––––––

1.3
0.2
––––––––
1.5
––––––––
63.2
––––––––

1.3
0.4
––––––––
1.7
––––––––
54.7
––––––––

2.4
90.8
(0.3)
(19.4)
––––––––
73.5
––––––––
136.7

2.4
90.6
(0.4)
(20.3)
––––––––
72.3
––––––––
127.0

––––––––
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––––––––

Consolidated Cash Flow Statements (Unaudited)
9 months
ended
31 December
2007
£m
Cash flows from operating activities
Cash generated by operations
Interest paid
Tax paid
Net cash flow generated from operating activities
Cash flows from investing activities
Acquisition of subsidiary, net of cash acquired
Purchase of property, plant and equipment – net
Purchase of other intangible assets
Disposal of subsidiaries, net of cash disposed
Net cash flow used in investing activities
Cash flows from financing activities
Net movement in short-term borrowings
Capital element of finance lease repayments
Purchase of own shares
Equity dividends paid
Net cash flow generated from financing activities
Effect of exchange rate changes
Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of the period
Cash and cash equivalents at end of the period

9 months
ended
31 December
2006
£m

1.8
(0.7)
(0.3)
––––––––
0.8
––––––––

1.4
(0.7)
(0.2)
––––––––
0.5
––––––––

(1.3)
(1.3)
(0.5)
0.3
––––––––
(2.8)
––––––––

(1.7)
(1.2)
(0.4)
0.4
––––––––
(2.9)
––––––––

5.4
(0.3)
(0.1)
(3.0)
––––––––
2.0
––––––––
–
––––––––
–
2.1
––––––––
2.1

4.8
(0.3)
(0.7)
–
––––––––
3.8
––––––––
(0.1)
––––––––
1.3
1.2
––––––––
2.5

––––––––

––––––––

Consolidated Statement of Changes in Shareholders’ Equity (Unaudited)
Share
capital
£m
Balance at 1 April 2007
Profit for the period
Currency translation differences
Equity share based awards
Purchase of own shares
Equity dividends paid
Balance at 31 December 2007

2.4
––––––––
–
–
–
–
–
––––––––
2.4

Other
reserves
£m
90.6
––––––––
–
–
0.3
(0.1)
–
––––––––
90.8

Currency
translation
reserve
£m
(0.4)
––––––––
–
0.1
–
–
–
––––––––
(0.3)

Retained
deficit
£m
(20.3)
––––––––
3.9
–
–
–
(3.0)
––––––––
(19.4)

Total
equity
£m
72.3
––––––––
3.9
0.1
0.3
(0.1)
(3.0)
––––––––
73.5

–––––––– –––––––– –––––––– –––––––– ––––––––
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Notes to the Unaudited Interim Consolidated Financial Information
1.

Basis of preparation

This statement of Carlisle Group Limited and subsidiaries interim results has been prepared in accordance
with International Financial Reporting Standards (IFRS) as adopted by the European Union. The financial
information presented herein has been prepared in accordance with the accounting policies expected to be
used in preparing the company’s annual report and accounts for the year ending 31 March 2008. The
Company’s annual report and accounts for the year ended 31 March 2007 was prepared in accordance with
UK GAAP.
The preparation of financial statements in conformity with IFRS requires the use of certain critical
accounting estimates and assumptions. It also requires management to exercise its judgement in the process
of applying the company’s accounting policies. Although these estimates and judgements are based on
management’s best knowledge of the amount, event or actions, actual results ultimately may differ from
those estimates.
2.

Financial information

The financial information does not constitute statutory accounts within the meaning of Section 240 of the
UK Companies Act 1985.
3.

Segment information
3 months
ended
31 December
2007
£m

3 months
ended
31 December
2006
£m

9 months
ended
31 December
2007
£m

9 months
ended
31 December
2006
£m

72.0
––––––––
8.8
11.1
10.9
––––––––
30.8
––––––––
102.8
––––––––

69.0
––––––––
9.4
10.1
7.8
––––––––
27.3
––––––––
96.3
––––––––

210.4
––––––––
25.9
28.1
34.0
––––––––
88.0
––––––––
298.4
––––––––

201.4
––––––––
28.6
20.9
24.0
––––––––
73.5
––––––––
274.9
––––––––

1.2
––––––––
0.4
1.1
(0.1)
––––––––
1.4
––––––––
(0.4)
–
––––––––
2.2
––––––––
(0.3)
––––––––
1.9

0.8
––––––––
0.6
0.8
(0.3)
––––––––
1.1
––––––––
(0.3)
–
––––––––
1.6
––––––––
(0.3)
––––––––
1.3

3.0
––––––––
1.6
1.9
(0.1)
––––––––
3.4
––––––––
(1.3)
–
––––––––
5.1
––––––––
(0.8)
––––––––
4.3

1.7
––––––––
1.7
1.8
(0.3)
––––––––
3.2
––––––––
(0.9)
0.5
––––––––
4.5
––––––––
(0.7)
––––––––
3.8

Revenue
Staffing services
Cleaning and support services
Retail support services
Security services
Support services
Total
Operating profit
Staffing services
Cleaning and support services
Retail support services
Security services
Support services
Corporate expenses
Profit on disposal of subsidiary undertaking
Operating profit
Financial expenses – net
Profit before taxation

––––––––
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––––––––

––––––––

––––––––

4.

Cash generated by operations

Profit before taxation
Adjustments for:
depreciation and amortisation
profit on disposal of subsidiary undertaking
financial expenses – net
other – net
Changes in working capital:
current assets
current liabilities

9 months
ended
31 December
2007
£m

9 months
ended
31 December
2006
£m

4.3

3.8

1.7
–
0.8
0.3

1.8
(0.5)
0.7
0.3

(7.5)
2.2
––––––––
1.8

Cash generated by operations

––––––––
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(4.0)
(0.7)
––––––––
1.4

––––––––

PART IV
FINANCIAL INFORMATION ON CSG GROUP
Set out below is an extract from the audited consolidated financial statements of CSG Group, together with
the reports of the auditors, for the three financial periods ended 31 December 2007.
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(a)

Extract from CSG Group Annual Report and Audited Accounts for the year ended
31 December 2007

Chairman’s statement
Overview 2007
The Group had a good year in 2007 with each of its four business segments reporting improved revenues,
margins and underlying operating profits in the year compared to 2006. Whilst total revenue increased 9.6
per cent., we are particularly pleased with the strong growth in our UK commercial staffing and UK
Healthcare staffing businesses up 17.4 per cent., and 21.3 per cent. respectively compared to 2006. Overall,
gross profit has increased by 7.8 per cent. while operating profit, before exceptional items, has risen by 58.1
per cent. to £11.2 million. This performance has been achieved with a limited increase in administrative
expenses, before exceptional items, of 4.1 per cent., reflecting our consistent view that the issues facing the
Group were more internal than market related. Allowing for the Group’s differing mix in temporary and
permanent business, we believe that we are now operating at efficiency levels comparable to the competition.
The structural changes implemented in 2005 to create more autonomous brands with entrepreneurial
management were part of a three year plan to address the internal issues of poor sales generation and low
productivity. With this phase now largely complete, attention has been focused on a review of the business
portfolio and strategic options to reduce the level of debt within the Group. Plans to float a minority holding
in our Comensura business were deferred due to the discovery of certain rebates and provisions that should
have been accounted for in prior years. Controls were tightened as a result.
On 7 February 2008, we announced the possible merger of the Group with Carlisle Group Limited and an
intention for the shares of the enlarged group to be admitted to the Alternative Investment Market (“AIM”).
We believe that such a merger makes good sense both commercially and financially and would, if
implemented, provide a robust platform for acquisitions and growth in the future. It would also create one of
the UK’s largest staffing and support services companies with revenues approaching £1.0 billion. A move to
AIM is also appropriate given the size and market capitalisation of the enlarged Group. Work on the possible
merger is ongoing; we hope to update shareholders soon.
On behalf of the Board, I would like to thank our staff for all of their hard work and continuing contribution
as part of a successful and profitable recruitment business.
Board
During the year, there have been a number of Board changes. After almost three years as Executive
Chairman, Tony Martin stepped down at the end of September. The Board are grateful for the strategic
direction and operational focus that Tony brought to the Group. We wish to place on record our thanks to
him, and wish him well for the future.
Since that time, I have been acting as Non-executive Chairman of the Group. The search for a Non-executive
Chairman was deferred pending discussions with Carlisle. Should the possible merger not complete, then it
remains the Board’s intention to appoint a Non-executive Chairman.
The Board also announced the appointment of Desmond Doyle, formerly Chief Operating Officer and Group
Finance Director, as Group Chief Executive Officer in July 2007 following the announcement of Tony’s
intention to step down. Desmond handed over his responsibilities as Group Finance Director to Andrew
Burchall who was appointed to the Board in September. Andrew was previously the Finance Director of
CSG’s Healthcare businesses, Medacs Healthcare and Blue Arrow Care. Additionally, John Rowley,
formerly UK Chief Executive, moved to the newly created position of Group Development Director on 1
October 2007 with a remit to drive forward the Group’s acquisition programme.
Current Group trading and prospects
Whilst the Board is mindful of recent commentary on the general economic environment in both the USA
and the UK it is pleased to report that trading in the first eight weeks of the year has been in line with the
Board’s expectations.
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Trading in the UK commercial staffing segment is in line with the Board’s expectations and comfortably
ahead of the comparable period last year. Trading in the US commercial staffing segment is both in line with
the Board’s expectations and comparable to the same period in 2007.
Trading in the UK healthcare staffing segment is in line with the Board’s expectations and significantly
ahead of the comparable period for 2007. Trading in our UK vendor procurement business is in line with the
Board’s expectations and significantly ahead of the comparable period in 2007. Given their public sector
bias, the Board is confident about the prospects for UK Healthcare Staffing and UK Procurement irrespective
of general economic conditions.
Overall, 2008 has started positively, and the Board looks forward to another year of progress.

Noel Harwerth
Acting Chairman
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Chief Executive’s report
Financial results
Year ended 31 December

Turnover
Gross profit
Temporary Staffing
Permanent Staffing
Procurement
Administrative expenses ^
EBIT ^
Gross profit percentage
EBITDA return on sale ^
Conversion ratio (EBIT as a % of Gross Profit) ^
Temporary margin
Permanent fees % GP

2007
£m

2006*
£m

Growth
%

585.4

533.9

9.6

94.7
12.6
5.6
112.9
101.7
11.2
19.3%
2.3%
9.9%
16.7%
11.2%

88.1
12.3
4.4
104.8
97.7
7.1
19.6%
1.8%
6.8%
17.0%
11.7%

7.5
3.2
25.4
7.8
4.1
58.1

Definitions of the key performance indicators can be found in the Directors report on page 16.
* as restated in accordance with Note 2 to this report
^ excluding exceptional items

Turnover for the year increased by 9.6 per cent. to £585.4 million (2006: £533.9 million*). All of the business segments
increased turnover in the year. These include: a 17.4 per cent. increase in UK commercial staffing; a 21.3 per cent. increase in
UK healthcare staffing; a 1.2 per cent. increase in US commercial staffing, measured in local currency; and a 25.4 per cent.
increase in UK vendor procurement.
Gross profit increased 7.8 per cent. to £112.9 million (2006: £104.8 million*) reflecting growth of 7.5 per cent. in temporary
staffing, 3.2 per cent. in permanent staffing and 25.4 per cent. in procurement. Permanent fees now comprise 11.2 per cent.
(2006: 11.7 per cent.*) of gross profit. Overall, the Group’s gross profit margin percentage decreased 30 basis points to 19.3
per cent. (2006: 19.6 per cent.*) with the margin on temporary assignments decreasing 30 basis points to 16.7 per cent. (2006:
17.0 per cent.*). Administrative expenses, before exceptional items, continue to be tightly controlled and showed a modest
increase of 4.1 per cent. to £101.7 million (2006: £97.7 million*).
The resulting operating profit for the year, before exceptional items, was £11.2 million, an improvement of £4.1 million when
compared with last year’s profit of £7.1 million*. Of the £8.1 million incremental increase in gross profit in the year, over 50
per cent. has been converted to EBIT resulting in an increase in our conversion rate to 9.9 per cent. (2006: 6.8 per cent.*).
After deduction of normal financing charges of £4.7 million (2006: £4.7 million*), the profit before tax and exceptional items
was £6.5 million (2006: £2.4 million*).
After a tax credit of £1.1 million (2006: £nil) the profit for the year, before exceptional items, was £7.6 million, an increase of
£5.2 million when compared to a profit of £2.4 million* in 2006.
Exceptional items in the year relate to a £19.1 million impairment of the goodwill balance attributable to our US businesses.
The impairment has arisen due to the continued weakness of the US dollar relative to Sterling and a softening of our internal
growth projections for the business. This softening reflects uncertainty over the future prospects for the US economy rather
than any current underlying weakness in our business relative to the market. Exceptional items also include a finance expense
of £933,000 (2006: £650,000) related to the early redemption of £15.0 million (2006:£10.0 million) of the Group’s 10 per cent.
Guaranteed Secured Loan Notes.
The loss attributed to shareholders was £12.4 million (2006: profit £1.7 million*). Adjusted earnings per share are 0.70p (2006:
0.22p*), unadjusted loss per share is 1.16p (2006: profit per share 0.16p*).
Net debt increased by £2.0 million to £54.7 million as at 31 December 2007 (2006: £52.7 million) in line with trading activity.
In addition, the Group has outstanding letters of credit drawn against its US facilities amounting to £6.2 million (2006: £7.2
million). The Group continues to operate comfortably within the headroom provided by its current bank facilities both in the
UK and the US.
Strategy
The Board remains committed to ensure that, over time, the Group is better placed to weather the wider economic cycles to
which it is exposed, as well as positioning it as a more attractive business within its marketplace. To achieve this, the Board
believes that it is important that the Group reduces its levels of indebtedness from its current level to more industry normal
levels over the medium term. Mindful of this, and following the decision not to progress with a possible flotation of Comensura
as originally anticipated, the Board has reviewed the strategic options available to it.
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On 7 February 2008, the Board announced the possible merger of the Group with Carlisle Group Limited. The Board believes
that a merger of these two businesses would be a good fit commercially, with many complementary and few overlapping
businesses, as well as philosophically, as both groups run a portfolio of brands each targeted at a specific market. In addition,
a merger would also present opportunities to reduce costs by rationalising back office and support functions from both
organisations, where appropriate. While such a merger would reduce indebtedness from the current net debt level of 4.0 times
EBITDA^, it remains the Board’s longer term intention to reduce net debt to no more than 2.5 times EBITDA. Consequently,
the Board will continue to actively review its portfolio of businesses to determine whether it remains appropriate to retain or
sell them, with a view to generating cash for the repayment of indebtedness.
As a part of the possible merger, it is intended that the shares in the enlarged Group should be admitted to AIM. A listing on
the AIM market is considered more appropriate given the size and market capitalisation of the enlarged Group.
Commercial staffing – UK
Our UK commercial staffing business segment consists of three brands; Blue Arrow, which operates in four sectors (office and
industrial, managed services, driving, and catering); Austin Benn (search and selection); and ABC Contract Services
(construction). While each of these brands has its own management team, ethos, culture, values and business plans, they are
now overseen by Stuart McBride in the newly created position of Chief Executive, UK Commercial Staffing, to ensure that
common processes and best practice are shared.
Year ended 31 December

Turnover
Gross profit
Administrative expenses
EBIT
Gross profit percentage %
EBITDA return on sale %
Conversion ratio (EBIT as a % of Gross Profit)
Permanent fees % GP

2007
£m

2006
£m

Growth
%

306.2
56.8
51.2
5.6
18.6%
2.3%
9.9%
17.3%

260.8
49.9
47.2
2.7
19.1%
1.6%
5.5%
18.8%

17.4
13.8
8.6
105.3

We are pleased to report that turnover in this segment increased 17.4 per cent. to £306.2 million (2006: £260.8 million), a
performance the Board believes to be ahead of the market. Importantly, the rate of growth in the second half of the year was
21.5 per cent., compared to 12.7 per cent. in the first half. This increase reflects improved performances in each of the
temporary staffing businesses that comprise the segment. Only in Austin Benn, one of our permanent placement businesses,
was turnover down albeit marginally on last year.
Gross profit increased 13.8 per cent. compared to the same period last year; the second half performance again comfortably
ahead of that in the first half. Operating costs have been carefully controlled, although investment has been made in both
headcount and locations to support the growth in demand. Accordingly, costs increased by 8.6 per cent. year-on-year. However,
the segment was able to report an operating profit of £5.6 million, more than double the profit for 2006 of £2.7 million.
Importantly, the conversion rate has also nearly doubled, increasing from 5.5 per cent. in 2006 to 9.9 per cent. in 2007.
As mentioned above, each of our temporary recruitment businesses in this segment has shown strong progress over the
corresponding period last year. Encouragingly, this is particularly the case in the larger businesses operating in the segment,
notably the Blue Arrow High Street Network, Blue Arrow Catering and Blue Arrow Managed Services. We continue to believe
that the changes made, focused on sales generation and increased productivity, will enable us to continue to capture market
share as we enter 2008. As productivity levels in most businesses have returned to industry norms, we will seek to make further
discrete investments in staff and offices to further growth, as and when the business case is made to justify the expenditure. We
will also look to further improve and re-engineer back office processes to increase our conversion rates.
Whilst the Board is pleased at the progress made in the larger businesses within this segment, performance in our permanent
placement businesses has been lower than expectation. Permanent fees, as a percentage of gross profit, have reduced to 17.3
per cent. (2006: 18.8 per cent.). As a result, the gross profit percentage has reduced 50 basis points to 18.6 per cent. (2006:
19.1 per cent.). In Austin Benn, the business has been trimmed down to focus on four market sectors within its sales and
marketing specialty. Blend, our permanent catering business which was launched at the start of 2007, has been well received
in the market place and from a standing start has delivered over £400,000 of permanent placements.
Overall the Board believes that the commercial staffing segment is well placed to continue progress and growth in 2008.
Healthcare staffing – UK
Throughout 2007, the healthcare staffing segment traded under the key brands of Medacs, which operates in five sectors
(doctors, nursing, allied health professionals, permanent placements and managed healthcare) and Blue Arrow Care which
operates in the social care and domiciliary care sectors. It also operated under the PRN brand (locum doctors) and, following
their acquisitions during the year, the Translocation brand (medical permanent placement) and the Chrysalis Community Care
brand (domiciliary care). Following the appointment of Nigel Marsh as Chief Executive - Healthcare Staffing, these businesses
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are to be rationalised into three key divisions, recruitment services and managed healthcare, under the Medacs brand, and
domiciliary care under the Chrysalis brand.
Year ended 31 December

Turnover
Gross profit
Administrative expenses
EBIT
Gross profit percentage %
EBITDA return on sale %
Conversion ratio (EBIT as a % of Gross Profit)
Permanent fees % GP

2007
£m

2006
£m

Growth
%

101.8
16.6
13.0
3.6
16.3%
3.8%
21.6%
7.8%

83.9
15.3
12.9
2.4
18.2%
3.3%
15.9%
6.7%

21.3
8.6
1.2
47.7

Overall revenues for the segment increased 21.3 per cent. to £101.8 million (December 2006: £83.9 million). The rate of
growth in the second half of the year was again significantly ahead of that seen in the first half of 2007. Following a number
of periods of reducing demand and consolidation within the market place, 2007 saw an increase in demand for locum doctors.
The budgetary pressures within the NHS, which had driven down volumes in 2006, appear to have eased and the number of
locum doctor hours offered to the market has increased significantly compared to last year.
Against this background, Medacs has concentrated on increasing the availability of doctors to maximise the opportunity
available in the market place. A characteristic of the market is the formation, by NHS Trusts, of procurement hubs and buying
consortia. These are designed to maximise the volume discounts available within the existing National Framework Agreement.
Medacs has more Tier 1 and Master Vendor arrangements than any other supplier in the market place and is a dominant supplier
into these procurement hubs. This is a key driver in the reduction in the gross profit percentage to 16.3 per cent. (2006: 18.2
per cent.). Despite the substantial increase in revenues, operating costs were well controlled and only increased by 1.2 per cent.
compared to the same period in 2006. As a result, substantially all of the gross margin increase has been converted to operating
profit which increased 47.7 per cent. to £3.6 million (2006: £2.4 million).
The NHS Purchasing and Supply Agency is well advanced in the tender process for a new National Framework Agreement
that should become effective from July 2008. Medacs expects to continue to operate as a framework agency.
As part of the strategy to diversify our medical staffing offering, we are pleased to report that the nursing business has seen
significant growth in the year and contributed profits in excess of £0.5 million to the Group. Further, in our Managed
Healthcare business the three contracts acquired from a competitor which ceased trading at the end of 2006 together with
contract wins have added scale to the business reflected in a step change in profitability. In May 2007, Medacs acquired
Translocation UK Limited which compliments Medacs’s existing permanent placement business by adding new candidate
resourcing experience from India and North America to its traditional East and Southern European markets as well as adding
a new client base within the NHS.
The Blue Arrow Care business has again seen revenues and margins in its traditional Social Care staffing business decline as
the impact of vendor neutral procurement providers fragment the traditional preferred supplier arrangements where Blue Arrow
Care was traditionally strong. However, the domiciliary care sector continues to build as the trend towards more community
supported living and an ageing population continues. In order to provide more scale in the sector, a Bristol based domiciliary
care business, Chrysalis Community Care Limited, was acquired in June.
The prospects for the Healthcare business remain positive. Volumes in the NHS are expected to continue at the current higher
levels, and Managed Healthcare and the domiciliary care businesses are expected to deliver continued growth into 2008.
Vendor procurement – UK
Year ended 31 December

Net fee income
Administrative expenses
EBIT
EBITDA return on sale %
Conversion ratio (EBIT as a % of Gross Profit)

2007
£m

2006*
£m

5.6
4.6
1.0
18.8%
18.2%

4.4
3.3
1.1
25.5%
24.6%

Growth
%
25.4
36.0
(7.2)

Comensura is a technology driven business that specialises in the procurement and management of a client’s vendor
community. It does not provide staffing services itself but procures and manages staffing services on behalf of its end
customers.
As reported in the interim results, the business suffered a set-back in the first half of 2007 following the discovery that
£934,000 of rebates and provisions should have been accounted for in prior years and accordingly, following an independent
review by forensic accountants, the prior year figures were restated. Since that date a new management team has been
appointed centred around Mike Trevor, who was appointed as Chief Executive in September 2007.
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Comensura has enjoyed another year of good growth. Net fee income (being the fee received from clients for the procurement
and management of their contingent labour suppliers, net of any rebates) has increased 25.4 per cent. in the year. This reflects
new contract wins throughout the year in both the private and particularly the local government sector. To maintain
Comensura’s competitive edge, investment is being made in a new technology platform and infrastructure to provide enhanced
functionality and resilience. This new platform is in the advanced stages of development and test and is expected to be rolled
out to customers in the first half of 2008.
Operating costs increased by 36.0 per cent., but were artificially inflated by £0.3 million of one-off costs incurred in respect
of the rebate issue. Adjusting for this, costs increased by 25.3 per cent. reflecting investment in the start up of Comensura
Australia and in personnel and infrastructure to grow its UK business in areas additional to the local government sector where
competition is keen and opportunities for growth are becoming more limited. Underlying operating profit for the year is
therefore £1.4 million, an increase of 25.5 per cent. over 2006.
The Board still believes the growth prospects for Comensura to be good.
Commercial staffing – US
Our US business comprises a mix of both traditional staffing and, increasingly, more specialist staffing businesses. The US
trades under the brand names CORESTAFF (traditional commercial staffing), Leafstone (finance and accounting placement
specialist), InfoCurrent (information management, librarian and records management staffing) and CareerTrust (direct hire).
In July, the US Comensura business was rebranded as The Guidant Group to differentiate the offering in the US from that
provided by Comensura in the UK. The Guidant Group delivers an on-site vendor neutral staffing procurement solution centred
much more on process than on technology.
Year ended 31 December

Turnover
Gross profit
Administrative expenses ^
EBIT ^
Gross profit percentage
EBITDA return on sale ^
Conversion ratio (EBIT as a % of Gross Profit)
Permanent fees % GP

2007
£m

2006
£m

171.9
34.0
29.5
4.5
19.8%
3.0%
13.2%
4.5%

184.7
35.2
31.4
3.8
18.9%
2.5%
10.9%
5.1%

Growth in local
currency
%
1.2
5.1
2.1
30.0

^ excluding exceptional items

Against an uncertain US economic backdrop, trading in the US has continued to improve. Although 2007 only saw a 1.2 per
cent. increase in turnover, gross profit increased 5.1 per cent., measured in local currency, compared to 2006. Once again, we
believe these growth rates to be better than the market. Our strategy of targeting activity towards middle market customers in
the clerical, technical and professional sectors where margins are more favourable, resulted in a further 90 basis point increase
in gross margin percentage to 19.8 per cent. this despite permanent placements reducing to 4.5 per cent. (2006: 5.1 per cent.)
of gross profit. Operating costs have increased slightly, by 2.1 per cent., to £29.5million as we invested cautiously to maximise
the opportunities which we saw in the market place. Overall the US business achieved an operating profit of £4.5 million (2006:
£3.8 million) in the period an increase of 30 per cent., as measured in local currency.
In common with a number of our competitors in the US market, we have experienced a slow down in demand in our traditional
staffing markets although we continue to see good growth in our speciality IT and in our Guidant businesses. We continue to
monitor costs very closely and have identified actions that could be taken should the market place weaken in 2008.
Our People and incentives
Our business relies heavily on contacts between our people and our clients; hence the quality and skills of our people are
critical to the success of our business.
Following the cancellation of the LTIP in 2006, annual bonus arrangements were reinstated. These arrangements are based on
the profit performance of the Group in the year against market expectations for the Group. At an operating level, management
continue to be rewarded by a combination of long term incentives based on the achievement of eps targets relating to their
individual businesses and an annual bonus scheme.
By decentralising certain support functions, management are empowered to take more direct control over all aspects of their
business and are held directly accountable for performance. Through the creation of a more entrepreneurial culture, the Board
believes it will retain high performing existing management and attract talented individuals to the Group.

Desmond Doyle
Chief Executive Officer
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Group Finance Director’s report
Cash flow
The net cash generated by operating activities in the year was £7.9 million (2006: £0.5 million utilised) reflecting the operating
result, before exceptional items, for the year together with an increase in our working capital balances. Days’ sales outstanding
at 31 December 2007, which is our principal working capital measurement, increased 0.5 days to 38.5 days (2006: 38 days),
this reflects extended credit terms on some of our larger client contracts.
After net interest payments of £5.2 million (2006: £5.0 million), net acquisition cost of £1.7 million and net capital expenditure
of £3.1 million (2006: £2.0 million), net cash outflow in the year amounted to £2.1 million (2006: £7.5 million). These
outflows were funded primarily by an increase in net indebtedness of £2.0 million (2006: £7.1 million) and £0.1 million (2006:
£nil million) from share options exercised.
Treasury and capital structure
The Group’s operations continue to be financed by 10 per cent. Guaranteed Loan Notes due 2011 (“the 10 per cent. Loan
Notes”), bank borrowings and retained earnings. In April 2007, the Group entered into new banking arrangements in the UK
with Barclays Bank PLC and renewed and extended its facilities in the US with CIT. The new UK facilities comprise a £10
million three year term loan and a £40 million invoice discounting facility; in the US, facilities comprise a $7.5 million three
year amortising term loan and a $30 million invoice discounting facility. All facilities have been provided on more favourable
terms than those previously available to the Group. These new term loan facilities have allowed the Company to redeem a
further £15 million of its remaining 10 per cent. Guaranteed Loan Notes in May 2007. The one-off cost of this redemption,
£933,000, has been disclosed as a finance exceptional item on the face of the income statement. It remains the Group’s
intention to continue to redeem the balance of £20 million of these Notes as and when additional resources become available.
As at 31 December 2007 the Group had net debt of £54.7 million (2006: £52.7 million), of which £19.8 million (2006: £34.5
million) was provided by the 10 per cent. Loan Notes, £12.8 million (2006: £nil) was provided by the UK and US term loans
and £25.9 million (2006: £21.1 million) was provided under the Group’s invoice discounting facilities. Cash balances, net of
overdrafts and finance leases were £3.8 million (2006: £2.9 million).
The rates of interest for the term loans are based on LIBOR plus 1.8125 per cent. (including margin) in the UK, and US Prime
rate plus a margin of 0.75 per cent. in the USA. A LIBOR interest rate collar was taken out in the UK to limit the risk on the
UK term loan. The LIBOR collar comprises a floor at 5.59 per cent. and a cap at 7.0 per cent. At 31 December, this derivative
was marked to market under IFRS resulting in a non-cash finance charge of £140k (2006: £nil). The rates of interest for the
invoice discounting facilities are based on UK Base rate plus a margin of 1.5 per cent. in the UK, and US Prime rate plus a
margin of 0.0 per cent. in the USA.
The Group has also reviewed its capital structure in light of its future strategy and plans for growth and believes that it is
appropriate over the medium term to reduce net debt to no more than 2.5 times EBITDA. Consequently cash flow generated
from operations will be used to reduce borrowings. As at 31 December net debt to EBITDA, before exceptional items, was 4.0
times (2006: 5.4 times). 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 in speculative transactions and does
not operate as a profit centre. Short term debt and cash are maintained at floating rates.
The Group’s financial liabilities are denominated primarily in sterling. The US operations’ profit streams and net assets are
affected by movements in exchange rates, but the Group does not hedge this exposure. Exposure to currency risk at a
transactional level is minimal with most transactions being carried out in local currency.
Taxation
A tax credit has arisen in the period related principally from the recognition of a deferred tax asset in respect of tax losses
carried forward in a number of the trading businesses. In light of prospects for the coming year in certain of its UK businesses,
the Group has recognised a deferred tax asset.
Capital management
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 and maximise shareholder value and to safeguard the Group’s ability to continue as a going concern.
Insurance
The Group maintains a comprehensive insurance programme with a number of reputable third party underwriters. The Group’s
insurance policies are reviewed annually to ensure that there is adequate cover for insurable risks and that the terms of those
policies are optimized.
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Principal risks facing the business
Economic environment
The performance of the Group has a very close relationship and dependence on the underlying growth of the economies of the
countries in which it operates. Part of our strategy is to grow the size of our business in both financial terms and in geographic
coverage, in order to reduce the Group’s exposure or dependence on any one specific economy.
Competitive environment
In the United Kingdom and the USA the markets for the provision of permanent and temporary recruitment are highly
competitive and fragmented. In these more developed markets, competitor risk manifests itself in increased competition for
clients and candidates and in pricing pressures. During the year, in the United Kingdom, we have experienced modest margin
pressure within our temporary business mainly with national accounts.
Competitors in the staffing markets range from large multi-national organisations to small privately-owned businesses. In all
of our markets, we are continually subject to both existing and new competitors entering into the markets in which we operate,
both by geographic region and specialist activity. In the main the competitive threat is from both small start-up operations and
also from large multi-nationals, as the costs of entry into specialist recruitment can be relatively low. In certain specialist
sectors these costs have risen on the back of increased levels of compliance required from local regulators and clients.
Commercial relationships
The Group benefits from close commercial relationships with key clients in both the public and private sectors. Within the
private sector, the Group is not dependent on any single key client. The public sector markets that we operate in, which include
the doctor locum market, are directly dependent on funding from national and local government organisations.
Foreign exchange
The Group has significant operations in the USA and as such is exposed to movements in exchange rates. Currently, the Group
does not actively manage its exposure to foreign exchange risk by the use of financial instruments. The impact of foreign
exchange will become more important for the Group when it diversifies itself internationally. We will continue to monitor our
policies in this area.
Technology systems
The Group is reliant on a number of technology systems in providing its services to clients. These systems are housed both inhouse and in various data centres. The business continues to review and enhance its ability to cope with the loss of a technology
system as a result of a significant event.
Regulatory environment
The staffing industry is governed by an increasing level of compliance which varies from country to country and market to
market. Additionally our clients require more complex levels of compliance in their contractual arrangements. The Group takes
its responsibilities seriously, is committed to meeting all of its regulatory responsibilities, and continues to strengthen its
internal controls and processes with respect to legal and contractual obligations.

Andrew Burchall
Group Finance Director
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Directors’ report
The Directors present their annual report on the affairs of the Group, together with the accounts and Auditors’ report, for the
year ended 31 December 2007.
Principal activities
The principal activities of the Group comprise the provision of staffing services and vendor procurement in the UK and the
USA.
The subsidiary undertakings principally affecting the profits or net assets of the Group in the year are listed in note 27 to the
accounts.
Business review
A review of the business, including prospects for the current year, together with a description of the principal risks and
uncertainties facing the business, is included in the reports of the Chairman, the Chief Executive Officer, and the Group
Finance Director on pages 3 to 15. The key performance indicators (“KPI’s”) used within the business are also discussed within
these reports. A summary of these KPI’s together with their definitions are detailed below. The Group’s financial risk
management objectives and policies and the exposure of the Group to risk in relation to financial instruments are disclosed in
note 29 to the financial statements.
Key performance indicators (KPI’s):
Gross profit percentage – total gross profit divided by total revenue
Temporary margin percentage – gross profit derived from temporary placements divided by revenue from temporary
placements
Permanent fees as a percentage of gross profit – net fees from permanent placements divided by total gross profit
EBITDA return on sales – earnings before interest, tax, depreciation, amortisation and exceptional items divided by total sales
Conversion rate percentage (EBIT) – earnings before interest and tax divided by total gross profit
Results and dividends
The audited accounts for the year ended 31 December 2007 are set out on pages 40 to 98. The Group loss for the year after
taxation was £12,443,000 (2006: profit £1,693,000 as restated).
The Directors do not recommend a final dividend (2006 £ nil). An interim dividend was not paid (2006: £ nil).
Directors
The Directors who served during the year and subsequent changes are as follows:
Executive
DMC Doyle

Chief Executive Officer

– from 6 July 2007

Chief Operating Officer and Group Finance Director

– to 5 July 2007

A Burchall

Group Finance Director

– appointed 10 September 2007

J Rowley

Group Development Director

– from 1 October 2007

UK Chief Executive

– to 30 September 2007

Executive Chairman

– stepped down 30 September 2007

A Carey * +^ °

Independent Non-executive Director

– appointed 21 February 2007

N Harwerth *°

Senior Independent Non-executive Director
and acting Chairman

– from 1 October 2007

AV Martin
Non-executive

V Scoular * +^ °

Independent Non-executive Director

AS Wilson

Non-executive Director

DW Young * + ^°

Independent Non-executive Director

+

Member of the Remuneration Committee

^

Member of the Nomination Committee

*

Member of the Audit Committee

°

Member of the Conflicts Committee
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– retired 21 February 2007

Mr. Burchall has been appointed as a Director since the last Annual General Meeting and will retire at the meeting on 30 June
2008, and being eligible he has offered himself for re-election at that meeting. In addition, Ms. Harwerth and Mr. Doyle will
retire by rotation at the Annual General Meeting to be held on 30 June 2008, and being eligible, have offered themselves for
re-election at the meeting.
Supplier payment policy
The Company’s policy, which is also applied by the Group of which the company is a member, is to settle terms of payment
with suppliers when agreeing the terms of each transaction and to ensure that suppliers are made aware of the terms of
payment. The Company abides by the terms of payment. Trade creditors of the Group prior to close of business on 31
December 2007 were equivalent to 23 days’ (2006: 21 days’) purchases, based on the average daily amount invoiced by
suppliers during the year.
Charitable donations
During the year the Group made donations to UK charities of £22,759 (2006: £2,370) which includes £12,000 to “velocity” a
charity for the training of wheelchair athletes.
Political donations
There were no political donations in either 2007 or 2006.
Substantial shareholdings
As at 12 February 2008, the Company had been notified of the following interests representing 3 per cent. or more of the issued
Ordinary Share Capital of the Company.
Lord Ashcroft
Veer Palthe Voute
Schroder Investment Management
CalPERS
Henderson Global investors

Number

Percentage held

319,737,682
261,358,544
82,489,834
48,251,201
36,000,000

29.68%
24.26%
7.66%
4.48%
3.34%

Lord Ashcroft and Veer Palthe Voute also have an interest in a number of the 10 per cent. guaranteed secured loan notes.
Social and Environmental issues
Social and environmental issues are becoming of increasing importance to all; the Board takes its role in this regard seriously.
The Group actively encourages diversity in the workplace. In itself it has a wide and varied employee base with employees
from a variety of social and ethnic groups at all levels of the business. In support of this, parts of the business have been
awarded the “JobcenterPlus positive about diversity” commendation.
The Group believes that by breaking down the barriers 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 clients
and suppliers achieve their diversity objectives. It is committed to provide all employees with a work environment free of
discrimination related to sex, race, colour, religion, age, ethnic, or national origin, disability, or other inappropriate basis.
Our environmental impact as a service based organisation, with no manufacturing and limited transportation facilities, is
minimal. The Group is, however, committed to following best practices in the day to day conduct of its business and the UK
commercial staffing business is working towards ISO 14001, implementing an environment management system to accredited
standards. Furthermore an initiative to measure the Group’s environmental impact via its “carbon footprint” is in hand.
External consultants have been appointed to review and comment upon ways to reduce the impact of the Group’s operations
on the environment.
The Group is committed to meeting all the requirements of relevant health and safety legislation. Formal policies are in place
throughout the Group which are regularly reviewed and updated for changes in legislation. The Group requires all employees
to familiarise themselves and comply with Group policies in relation to health and safety and information on these policies is
included in induction and subsequent training programmes operated by the Group.
Disabled employees
Applications for employment by disabled persons are always fully considered, bearing in mind the aptitudes of the candidate
concerned. In the event of members of staff becoming disabled every effort is made to ensure that their employment with the
Group continues and that appropriate training is arranged. It is the policy of the Group that the training, career development
and promotion of disabled persons should, as far as possible, be identical with that of other employees.
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Employee involvement
In the UK there is a corporate intranet for UK employees that provides a range of information. In the US employee
communications are also provided by way of a dedicated intranet portal that is updated regularly. Meetings are held between
management and employees to allow sharing of information and consultation. Employees participate directly in the
performance of the business through the Group’s bonus arrangements.
Directors’ interests
The Directors’ interests, all of which are beneficial, in the shares of the Company, other than with respect to options to acquire
ordinary shares (which are detailed in the analysis of options included in the Report on Directors’ Remuneration), were as
follows:

DMC Doyle
A Burchall
J Rowley
A Carey
N Harwerth
V Scoular
AS Wilson

Ordinary shares
of 1p each
31 December 2007
Number

Ordinary shares
of 1p each
31 December 2006
or date of
appointment if later
Number

350,251
–
–
–
–
–
–

350,251
–
–
–
–
–
–

As at 4 March 2008 there had been no changes in the Directors’ holdings since 31 December 2007.
With the exception of Mr. Burchall’s interest in the Comensura Ltd share option scheme, surrendered since the year-end, as
described in the remuneration report, no Director has any interest in the shares of any subsidiary.
The Executive Directors, together with all employees, are potential beneficiaries under the Company employee share trust
(note 23) and are therefore treated as interested in the 1,000,000 shares held by the trustees.
The Directors had no interests in the 10 per cent. guaranteed secured notes due 2011 (note 21).
Directors’ indemnity provisions
During the year and to the date of these accounts, the Company had in force an indemnity provision in favour of one or more
Directors of the Company against liability in respect of proceedings brought by third parties, subject to the conditions set out
in the Companies Act 1985.
Financial risk management
The Group’s objectives and policies relating to financial risk management are fully explained in note 29 on pages 92 to 98.
Takeover directive
Following the implementation of the Takeover Directive into UK Law certain additional information requires disclosure:
At 31 December 2007, the Company’s issued share capital comprised 1,077,216,000 Ordinary shares of 1 penny representing
100 per cent. of the issued share capital of the Company.
The Company is not aware of any agreements between shareholders that may result in restrictions on the transfer of securities
and for voting rights.
On a show of hands at a general meeting of the Company every holder of ordinary shares present in person and entitled to vote
shall have one vote and on a poll, every member present in person or by proxy and entitled to vote shall have one vote for every
ordinary share held. The notice of the general meeting specifies deadlines for exercising voting rights either by proxy notice
or present in person or by proxy in relation to resolutions to be passed at general meeting. All proxy votes are counted and the
numbers for, against or withheld in relation to each resolution are announced at the annual general meeting and will be
published on the Company’s website after each meeting.
There are no restrictions on the transfer of ordinary shares in the Company other than:
•

certain restrictions may from time to time be imposed by laws and regulations (for example, insider trading laws and
market requirements relating to close periods); and

•

pursuant to the Listing Rules of the Financial Services Authority whereby certain employees of the Company require
the approval of the Company to deal in the Company’s securities.
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The Company’s articles of association may only be amended by a special resolution at a general meeting of the shareholders.
Directors are reappointed by ordinary resolution at a general meeting of the shareholders. The Board can appoint a director,
but anyone so appointed must be elected by an ordinary resolution at the next general meeting. Any director who has held office
for more than three years since their last appointment must offer themselves up for re-election at the annual general meeting.
The company Directors do not have any authority to buy-back the Company shares.
Significant interests
Directors’ interests in the share capital of the Company are shown in the table on page 19. Major interests (ie those >3 per
cent.) of which the Company has been notified are shown on page 18.
Company Share Schemes
The Corporate Services Group Employee Trust (note 23) holds 0.001 per cent. of the issued share capital of the Company in
trust for the benefit of employees of the group and their dependents. The voting rights in relation to these shares are exercised
by the trustees.
Change of control
Other than in the ordinary course of business, the Company is not party to any agreements which take effect, alter or terminate
upon a change of control of the Company following a takeover bid.
There are no agreements between the Company and its directors or employees providing for compensation for loss of office
or employment (whether through resignation, purported redundancy or otherwise) that occurs because of a takeover bid. The
Company is party to banking agreements which upon a change of control of the Company the terms are subject to variation or
the agreement is terminable by the bank upon the provision of 6 months notice. The 10 per cent. Loan notes also have change
of control provisions requiring the repayment of outstanding notes at 101 per cent. of the principal amount between 60 and 90
days from the change of control event.
Auditors and disclosure of information to Auditors
So far as each person who was a Director at the date of approving this report is aware, and having made enquiries of fellow
Directors and of the Company’s auditors, each Director confirms that:
•

To the best of each Directors’ knowledge and belief, there is no information relevant to the preparation of their report
of which the Company’s auditors are unaware; and

•

Each Director has taken all steps a director might reasonably be expected to have taken to be aware of relevant audit
information and to establish that the Company’s auditors are aware of that information.

In accordance with s.385 of the Companies Act 1985, a resolution to re-appoint Ernst & Young LLP as the Company’s Auditor
will be put to the members at the forthcoming Annual General Meeting.
This report was approved by the Board on 4 March.

RJ Watson
Secretary
800 The Boulevard
Capability Green
Luton
LU1 3BA

79

Corporate governance statement
Statement of compliance with the provisions of the Combined Code
The Board is accountable to the Company’s Shareholders for good corporate governance and is committed to the same. With
the exception of those matters noted below, the Company has complied fully with the provisions of the Combined Code during
2007. Additional information as to how the principles of the Combined Code are applied is set out below and, in connection
with Directors remuneration, in the report on Directors’ remuneration.
As explained more fully within the Chairman’s statement, Noel Harwerth, senior independent director, has been acting
Chairman since September 2007 when a search for a permanent Chairman commenced. A decision has now been made to defer
such a search for a Non-executive Chairman pending the possible merger with Carlisle Group Limited.
As a consequence of this, the Group has not been compliant with the following aspects of the Combined Code for the part of
the year from 1 October 2007 to date:
•

A3.3 One of the independent non-executives should be appointed to be senior independent director. Currently the
senior independent director is performing the role of acting Chairman.

•

C3.1 The Chair of the audit committee is also acting Chairman.

Application of Code principles
Directors
The Board of Directors is responsible for the management of the Group’s business, the Group’s strategy, reviewing trading
performance, ensuring adequate funding, maintaining a sound system of internal controls and reporting to the Shareholders.
The Board meets when required, but ordinarily on a monthly basis. It has a formal schedule of matters specifically reserved to
it for decision which include: determining the strategy and control of the Group; amendments to the structure and capital of
the Group; approval of financial reporting controls; oversight of the Groups’ internal controls; approval of capital and revenue
expenditure of a significant size; acquisitions, disposals and share dealings; Board membership and appointments; corporate
governance matters; and approval of Group policies and risk management strategies.
At the beginning of the year the Board comprised a part time Executive Chairman (2 days per week), a Chief Operating Officer,
who was also Group Finance Director, and a UK Chief Executive, three independent Non-executive Directors, and one further
Non-executive Director, who is not considered to be independent due to his informal links with a major shareholder. Since
October, after Tony Martin (Executive Chairman) stepped down from the Board, Noel Harwerth has taken the role of Acting
Chairman and Desmond Doyle that of Group Chief Executive. There has also been a Group Finance Director and a Group
Development Director (part time) with executive capacity plus the other Non-executive Directors previously noted. The Acting
Chairman is responsible for the leadership and running of the Board and effective communication with shareholders, while the
Chief Executive Officer is responsible for the strategic direction and running of the Group.
The Board considers that the Non-executive Directors bring a wide range of business and financial experience to the Group.
All Directors are subject to election by shareholders at the first opportunity after their appointment and by re-election at least
every three years.
As required by the Code as applied to smaller entities, there has throughout the period, been at least two independent Nonexecutive Directors and at least half of the Board, excluding the Chairman, is comprised of Non-executive Directors who are
determined by the Board to be independent.
The Company Secretary, Ms Watson, is responsible for ensuring that Board procedures are followed and that applicable rules
and regulations are complied with. In addition, procedures are in place for Directors to seek both independent advice and the
services of the Company Secretary. The Directors are provided with the opportunity to receive appropriate training. The
appointment of the Company Secretary is a matter for the Board as a whole.
The Board has undertaken a formal evaluation of its own performance and that of its Committees and individual Directors. To
facilitate this, the Directors completed an evaluation form, a review of the Board’s overall performance and its committees then
took place at a Board meeting. Further, during the year individual performance evaluations of the Directors were undertaken.
This was performed as part of facilitating change at Board level. The performance evaluation of the Chairman was undertaken
by the Non-executive Directors led by the Senior Independent Director.
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The number of full Board meetings and committee meetings attended by each Director during the year was as follows:
CSG Board
Meetings
Desmond Doyle
(Chief Executive Officer)
John Rowley
(Group Development Director)
Andrew Burchall
(Group Finance Director)
Noel Harwerth
(Senior Independent Director
and acting Chairman from
1 October 2007)
Adrian Carey
(Non-executive Director)
Valerie Scoular
(Non-executive Director)
Andrew Wilson
(Non-executive Director)
Tony Martin
(Executive Chairman to
30 September 2007)
David Young
(Non-executive Director to
31 March 2007)

Audit
Committee

Nomination
Committee

Conflicts
Committee

Remuneration
Committee

15 (15)

N/A

N/A

N/A

N/A

14 (15)

N/A

N/A

N/A

N/A

5 (5)

N/A

N/A

N/A

N/A

14 (15)

3 (3)

N/A

0 (0)

N/A

14 (14)

2 (2)

3 (3)

0 (0)

6 (6)

15 (15)

3 (3)

3 (3)

0 (0)

6 (6)

* 12 (13)

N/A

N/A

N/A

N/A

9 (10)

N/A

N/A

N/A

N/A

1 (1)

1 (1)

0 (0)

0 (0)

0 (0)

Figures in brackets indicate the maximum number of meetings the individual could attend in the period.
* It was agreed that Mr. Wilson would not attend certain Board meetings when the proposed transaction was considered.

Conflicts Committee
Under Section 317 of the Companies Act, Directors have a legal obligation to disclose to the Board details of any contract in
which they have an interest. As a result of Andrew Wilson’s informal links with Lord Ashcroft who has significant
shareholdings in the Company, the Board has established procedures intended to manage issues involving potential conflicts
of interest. The Committee considers any issues that are referred to it that may involve a conflict for any Director and/or their
connected persons and/or major shareholders and takes decisions on behalf of the Board in connection with conflict issues.
This Committee has been in place throughout the year and remains in place on an ongoing basis to consider and deal with
conflict issues as and when they arise. Up until David Young’s retirement from the Board, he was Chair of the Committee with
Noel Harwerth and Valerie Scoular the other members. Since David Young’s retirement, Noel Harwerth has Chaired the
Committee with Valerie Scoular and Adrian Carey as the other members.
The Company is satisfied that it is capable of carrying on its business independently of Lord Ashcroft and that all transactions
and relationships between the Company and Lord Ashcroft and any of his associates will at all times be at arm’s length and on
a normal commercial basis.
The conflict committee was not required to meet during the year.
Audit Committee
The Company has an Audit Committee whose responsibilities include oversight of the Group’s internal control strategy, the
review of reports from the Auditors, review of the half year and annual report and accounts prior to their submission to the full
Board, examining the standards of accounting and reviewing the effectiveness of the Group’s financial control systems. The
Committee also reviews the cost effectiveness, independence and objectivity of external Auditors and the nature of non-audit
services provided by them.
The Audit Committee operates under written terms of reference which are available for inspection. The Audit Committee meets
at least twice each year and is chaired by Ms Harwerth. Its other members during 2007 have been Adrian Carey, Valerie Scoular
and David Young. Meetings have been attended, on invitation, by Desmond Doyle and Andrew Burchall, although the Auditors
have the opportunity to discuss matters with the Committee excluding the Executive Directors. The Combined Code requires
that an Audit Committee should consist of at least three, or in the case of smaller companies two members who should all be
independent Non-executive Directors. Throughout the financial reporting year the Company has been a “smaller Company” as
defined by the Combined Code, but does in any case have three independent Non-executive Directors on the Audit Committee.
The Code also requires that the Board satisfy itself that at least one member of the Audit Committee has “recent and relevant
financial experience”. The Board is satisfied Ms Harwerth has recent and relevant financial experience.
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During the year the Committee considered the following matters:
Internal controls – The Committee has an ongoing process for reviewing the effectiveness of the system of internal controls.
During the year it has considered reports from the Company Secretary covering business standards and compliance, delegation
of authority in relation to internal controls, and implemented some further terms of reference for subsidiaries. It has also
considered the consequences arising from the Comensura matter in relation to internal controls and the results of this are
discussed in more detail below.
Internal audit – The Company does not have a formal internal audit function, although, it does have a number of departments
carrying out elements of this role. The Audit Committee and Board have considered, and will continue to consider on an annual
basis, the need for an internal audit function. When considering the requirement for an internal audit function, the factors taken
into account were the scale and complexity of the Company’s activities and the fact that a number of other functions within
the Company provide advice and assurance on specialist areas such as health and safety, regulatory and legal compliance.
Whistleblowing – The Committee also considered the Company’s whistle blowing policy and are satisfied that arrangements
have been and, are in place, for the proportionate and independent investigation of such matters and for appropriate follow up
action. However, in light of the need to adjust the results of the Comensura business, this policy has been reviewed and the
process is to be enhanced in 2008.
Financial reporting – The Committee reviewed draft annual and interim reports before recommending their publication to the
Board. The Committee discussed with the Group Finance Director and external auditors the significant accounting policies,
estimates and judgements applied in preparing these reports.
Reappointment of external auditors – The Committee recommended that the Board present a resolution to shareholders at the
2008 AGM for the reappointment of the external auditors. This followed an assessment of the quality of the service provided,
including the qualification of the external auditors, the expertise and resources made available to the Group, auditor
independence and the effectiveness of the audit process. The decision was based on consideration of reports issued by the
external auditors and feedback from Executive Directors.
Auditor independence – The Committee satisfied itself as to the continuing independence of the external auditor. In doing so,
it considered the following factors, having regard to the views of management and the external auditor.
•

The auditor’s procedures in place for maintaining and monitoring independence, including those to ensure that the
partners and staff have no personal or business relationships with the Group, other than those in the normal course of
business permitted by UK ethical guidance.

•

The auditor’s policies for the rotation of the lead partner and key audit personnel.

•

Adherence by management and the auditor during the year to the Group’s policies for the procurement of non-audit
services and the employment of former staff.

The Audit Committee has established policies determining the non-audit services that the external auditors can provide and the
procedures required for pre-approval of any such engagement. These policies provide for the auditors to be engaged only for
work that is not prohibited by professional or other regulatory requirements. This essentially limits work to tax services and
assurance services that are essentially of an audit nature, but excludes internal audit services and attest assignments that present
a potential self-review threat, such as valuation services. Even where policy allows for the external auditor to be engaged to
provide non-audit services, prior approval is required with assignments over £100,000 being approved by the Audit Committee
and all others approved by the Group Finance Director.
Remuneration Committee
The Company has a Remuneration Committee which is responsible for making recommendations to the Board on Executive
Directors’ and other senior executives’ remuneration including performance related remuneration. It has delegated authority to
set the remuneration for all Executive Directors and the Chairman and meets at least twice a year. In developing its
remuneration policy the Committee considers Schedule A of the code. The report on Directors’ remuneration on behalf of the
Board is set out on pages 30 to 35. During 2007, Adrian Carey, Valerie Scoular and David Young were members of the
Committee, with Valerie Scoular taking the role of Chairperson. The Remuneration Committee operates under written terms
of reference which are available for inspection. The Company was a “smaller Company” as defined in the Combined Code
throughout the financial reporting year, and at least two members of the Committee at all times were independent Nonexecutive Directors.
Nomination Committee
The Company has a Nomination Committee chaired by Mr. Carey. The other members of the Committee during the year were
Valerie Scoular and David Young (until he stepped down). The Committee has terms of reference which are made available for
inspection. The Committee is responsible for proposing candidates for appointment to the Board having regard to the balance
and structure of the Board.
The Nomination Committee evaluated the balance of skills, knowledge and experience on the Board when considering the
appointment of both Adrian Carey and Andrew Burchall, which took place on 21 February and 10 September 2007
respectively. The Company utilised the services of an external search consultancy, which directly led to the appointment of Mr.
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Carey. Mr. Burchall was promoted from within the Group and the nomination committee considered he had the requisite skills
and knowledge required for the position of Group Finance Director.
Upon joining the Board both Mr. Carey and Mr. Burchall underwent appropriate induction, which included access to key
corporate documents and meetings with Board members and senior management in both the UK and US.
Dialogue with Shareholders
The Directors have established a mutual understanding of objectives between the Group and its institutional shareholders, by
making presentations to institutions and investors and communicating regularly with such shareholders throughout the year.
The Non-executive Directors do not regularly attend such meetings, but are available to attend any meetings on request,
including any new Non-executive Director.
The Board uses the Annual General Meeting to communicate with private and institutional investors and welcomes their
participation. The Non-executive Directors attend the AGM and are available to answer any questions relevant to the
Committees they chair.
Internal Control
The Directors have responsibility for the Group’s overall system of internal controls and for reviewing its effectiveness, while
the role of management is to implement Board policies on risk and control. There is an annual process, in accordance with the
guidance of the Turnbull Committee, for identifying, evaluating and managing the significant risks faced by the Group, which
has been in place for the year under review and up to the date of approval of the annual report and financial statements. The
Directors recognise that the system of internal control is designed to manage and mitigate, rather than eliminate, the risk of
failure to achieve business objectives. The system can provide only reasonable and not absolute assurance against material
financial misstatement or loss.
A key element of the system of internal control is 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 provide each business with a clear plan to meet Group objectives. These plans contain measurable
performance targets and are continuously monitored to identify shortfalls such that corrective actions can be taken. The Chief
Executive and the Group Finance Director hold monthly board meetings with the chief executives of the UK businesses and
their teams, and on a quarterly basis off site strategic meetings are held. Regular conference calls are held with the US
executive team and on a regular quarterly basis the Chief Executive and the Group Finance Director attend strategic review
meetings in the US to evaluate key aspects and progress in meeting the US businesses’ strategic aims. The results of these
executive management meetings and any internal control findings are reported to the wider Board via the monthly Board
meetings.
The Directors have established an organisation structure with clear operating procedures, lines of responsibility and delegated
authority. The Directors have delegated to the executive management the establishment and implementation of the detailed
control systems appropriate to the various businesses. There is a programme of regular review by the executive management,
which provides assurance that the control environment is operating as intended. The Company has a Risk Register that is
updated and reviewed on a regular basis.
The Audit Committee and the Board has in 2007 conducted a review of the effectiveness of the Company’s system of internal
controls, by reference to the Turnbull guidance and including input from key operational management. This review included
consideration of the Group’s system of material controls such as financial, operational and compliance controls and risk
management systems. Where significant control failings or weaknesses have been identified the appropriate corrective action
has been undertaken to address these.
During 2007, it became clear that within the Group’s Comensura business rebates and provisions had not been correctly
accounted for in a small number of contracts. Independent forensic accountants were appointed to investigate the
circumstances surrounding this and to review all Comensura contracts. As a result of this, processes were tightened to prevent
any re-occurrence. These include a formal review of all aspects of non standard contracts and their accounting by the
Comensura Board prior to signature.
The key processes applied in conducting this review are detailed in the description of the work undertaken by the Audit
Committee.
Statement of Directors’ responsibilities
The Directors are responsible for preparing the Annual report and the Group financial statements in accordance with applicable
United Kingdom law and those International Financial Reporting Standards as adopted by the European Union.
The Directors are required to prepare Group financial statements for each financial year which present fairly the financial
position of the Group and the financial performance and cash flows of the Group for that period. In preparing these Group
financial statements, the Directors are required to:
•

select suitable accounting policies in accordance with IAS 8: Accounting policies, changes in accounting estimates and
errors and then apply them consistently;
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•

present information, including accounting policies, in a manner that provides relevant, reliable, comparable and
understandable information;

•

provide additional disclosures when compliance with the specific requirements in IFRSs is insufficient to enable users
to understand the impact of particular transactions, other events and conditions on the Group’s financial position and
financial performance; and

•

state that the Group has complied with IFRSs, subject to any material departures disclosed and explained in the
financial statements.

The Directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any time the
financial position of the Group and enable them to ensure that the Group financial statements comply with the Companies Act
1985 and Article 4 of the IAS Regulation. They are also responsible for safeguarding the assets of the Group and hence for
taking reasonable steps for the prevention and detection of fraud and other irregularities.
Going concern
After making enquiries, the Directors have a reasonable expectation that the Company and the Group have adequate resources
to continue in operational existence for the foreseeable future.
The Group’s principal banking facilities in both the UK and the USA extend until April 2010.
The Directors have also considered the Group’s profit plans for the coming year together with outline projections for 2009,
which have been formally approved by the Board, and show continued growth.
For these reasons, they continue to adopt the going concern basis in preparing the financial statements.
Report on Directors’ remuneration
Valerie Scoular Chairs the Committee and its other members during 2007 were Adrian Carey and David Young.
Statement of remuneration policy and details of remuneration
The policy of the Remuneration Committee is to ensure that the remuneration packages for Executive Directors and other
senior executives in the Group are, and remain, competitive, enabling the Group to attract and retain high calibre executives
and recognising that they are key to the ongoing success of the business. The Remuneration Committee has defined terms of
reference, which are available for inspection.
Consistent with this policy, the remuneration packages of the Executive Directors, which are reviewed annually, are intended
to be competitive and comprise basic salary and benefits, a performance bonus, provision of pension arrangements and during
the year have included participation in share option schemes, and with a significant proportion based on performance
dependent upon the achievement of demanding targets. An annual performance bonus for 2007 of up to 200 per cent. of salary
will be paid to the Executive Directors on achievement of specific profit targets which relate to the results of the Company in
the year. The levels of bonus and options are decided by the Remuneration Committee and reflect the degree of responsibility
and performance of the Executive Directors. The remuneration of the Non-executive Directors is determined by the Board as
a whole.
Directors’ service contracts
The Executive Directors’ contracts require 12 months’ written notice by either party to terminate. The Company may terminate
the contract on notice, by making a payment in lieu of notice (which shall include payment in lieu of benefits, and will take
account of any duty to mitigate) or immediately and without notice in circumstances justifying summary dismissal or where
the Director is unable to perform his duties due to incapacity for a specified number of days out of any 365-day period
including a proportionately reduced number of days for a part time equivalent.
None of the Non-executive Directors have service contracts. All of the Non-executive Directors’ letters of appointment are for
a one year term, with a three month notice period. The Non-executive Directors receive an annual fee with an additional fee if
they chair Committees, or are required to attend meetings which fall outside the regular pattern, or perform work outside
normal duties. In addition, the Non-executive Directors will be reimbursed in accordance with the Articles of Association of
the Company for any reasonable expenses properly incurred in the performance of their duties.
There are no predetermined special provisions for Executive or Non-executive Directors with regard to compensation in the
event of loss of office. The Remuneration Committee considers the circumstances of individual cases of early termination and
determines compensation payments accordingly.
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The service contracts or letters of appointment of the Directors who served during the year are dated as follows:
Date of contract/letter of appointment
Executive Directors
DMC Doyle
A Burchall
J Rowley
AV Martin

11 February 2003
10 September 2007
28 January 2005
15 December 2004

Non-Executive Directors
N Harwerth
A Carey
V Scoular
AS Wilson
DW Young

7 September 2007
25 February 2008
7 September 2007
7 September 2007
19 February 2007

Unexpired Term
6 months
12 months
6 months
6 months
n/a

Share Option Schemes
In 2003, options were granted to Directors under both the 2000 CSG executive share option schemes No.1 and No.2. These
options were granted such that they are only exercisable in full after four years from the date of grant, however, proportions of
the options were exercisable in intervening years subject to the Company achieving certain performance targets set at the time
of the grant. The performance targets were chosen to align the option holders’ interests with those of the Shareholders and to
support the Company’s objectives.
In respect of these grants, they were to be exercisable as to 30 per cent. at the end of year one, 27 per cent. at the end of year
two, 22.5 per cent. at the end of year three and 20.5 per cent. at the end of year four. Options could only be exercised if a “target
price” was met at any time during the twelve-month period following the anniversary of the grant. The target price is met if
the average share price of the Company over a period of 20 consecutive business days is equal to or exceeds the target price.
The target price was achieved in year one and, therefore, 30 per cent. of the options granted vested. All remaining options under
the schemes were surrendered by the Directors other than Mr. Burchall.
Mr. Burchall, prior to his appointment to the Board, held options under these schemes, but with performance criteria linked to
the financial results of the Group’s healthcare businesses. The options in year one and year two vested on achievement of the
financial performance targets, subsequent options have or will lapse.
To enable the Company to operate the No.1 Scheme and No. 2 Scheme as intended, the number of new ordinary shares which
may be issued under the No.1 Scheme and No.2 Scheme and any other executive scheme operated by the Company will be
limited to 10 per cent. of the issued share capital from time to time. Any options that have been granted prior to 30 January
2003 are excluded from the calculation of the percentage limits on issued share capital. Outstanding options issued prior to this
date have an average option price of 62.86 pence and are not expected to be exercised.
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Performance graph
The graph shows the percentage change in the total Shareholder return (TSR) (with dividends reinvested) for each of the last
five years of a holding in the Company’s shares against the corresponding change in a hypothetical holding of shares in the
FTSE SmallCap index.
The FTSE SmallCap index was selected as it represents a broad equity market index in which the Company is a constituent
member.
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2006

2007

INFORMATION SUBJECT TO AUDIT
Directors’ remuneration
The remuneration of the Directors, including the Chairman, was as follows:
Total emoluments excluding pension contributions

2007
£000

2006
£000

Salaries
£000

Fees
£000

Benefits
£000

–
–
–
–
–
–

54
34
40
35
11
–

–
–
–
–
–
–

–
–
–
–
–
–

–
–
–
–
–
–

54
34
40
35
11
–

38
–
22
33
43
17

291
71
228
133
––––––––
723

–
–
–
–
––––––––
174

4
–
4
–
––––––––
8

173
47
169
422
––––––––
811

–
–
–
151
––––––––
151

468
118
401
706
––––––––
1,867

599
–
602
737
––––––––
2,091

Non-executive
N Harwerth
A Carey
V Scoular
AS Wilson
DW Young
Lord Blackwell
Executive
DMC Doyle
A Burchall
J Rowley
AV Martin

Compensation
for loss of
Office
£000

Performance
bonus
£000

–––––––– –––––––– –––––––– –––––––– –––––––– –––––––– ––––––––

The remuneration package of each Executive Director includes benefits, both non-cash and cash, comprising the provision of
private medical insurance, life assurance, a car allowance, pension contributions and, in some cases, the provision of private
vehicle fuel and an allowance towards a personal pension.
No director waived emoluments in respect of either 2007 or 2006.
Pension contributions

DMC Doyle
A Burchall
J Rowley

2007
£000

2006
£000

38
8
27
––––––––
73

19
26
––––––––
45

––––––––

––––––––

All pension payments relate to defined contribution schemes.
Directors’ options
Options held by the directors during the year are as follows:

Scheme
DMC Doyle
A Burchall

No. 1
No. 2
No. 1
No. 2

Date of
Grant

Date from
which
exercisable

Expiry
date

Exercise
price in
pence

04.04.03
04.04.03
04.04.03
04.04.03

04.04.04
04.04.04
04.04.04
04.04.04

03.04.13
03.04.13
03.04.13
03.04.13

5.00
5.00
5.00
5.00

1 January
2007
or date of
appointment 31 December
if later
2007
180,000
1,659,000
465,000
697,500

180,000
1,659,000
465,000
697,500

Options have been granted under The Corporate Services Group plc’s No. 1 Executive Share Option Scheme 2000 and the No.
2 Executive Share Option Scheme 2000.
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Options granted to Mr. Doyle under the No. 1 and No. 2 Executive Share Option Schemes 2000 were subject to achieving
certain share price targets. The targets were achieved in year one and 30 per cent. of the options vested. Following the
introduction of a subsequently cancelled LTIP scheme all remaining options available to Mr. Doyle under the schemes were
surrendered. Options granted to Mr. Burchall under the No. 1 and No. 2 Executive Share Option Schemes 2000 were subject
to the achievement of financial performance targets of the Group’s healthcare businesses. The targets were achieved in year
one and year two and 57 per cent. of the options vested. The target for year three was not met and the options lapsed prior to
Mr. Burchall joining the Board. The final tranche totalling 307,500 options are included in the balances for Mr. Burchall as the
achievement of the target cannot be measured until the accounts are finalised, although these are not expected to be met and
consequently will lapse. As a result, no performance conditions remain regarding the options in the above table.
No options were granted or lapsed during the year. No options were exercised by Directors during either 2007 or 2006.
The middle market price on 31 December 2007 was 2.03p and the range during the year was between 1.88p and 9.60p.
In addition, Mr. Burchall, previously finance director of Comensura Limited, was, in 2002, granted options under the
Comensura Limited Executive Share Option Scheme to subscribe for Ordinary Shares in the capital of Comensura Limited.

A Burchall

Date of
Grant

Date
from which
exercisable

Expiry
date

Exercise
price
in pence

1 January 2007
or date of
appointment

31 December
2007

19.11.02

20.11.04

19.11.11

100.00

7,000

7,000

These options are exercisable on a sale or flotation of Comensura Limited before the tenth anniversary of the date of the grant
of the relevant options which produces a return for the Group in excess of the cost of investment.
Comensura Limited shares are not traded and there is therefore an absence of a readily available market price.
These options have been surrendered by Mr. Burchall in February 2008.

On behalf of the Board,

Valerie Scoular
Remuneration Committee Chairman
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Directors’ biographies
Desmond Doyle – Chief Executive Officer
Desmond Doyle, 42, joined CSG as Group Finance Director in February 2003, bringing with him knowledge of the recruitment
industry and UK and US listed company experience. In September 2004 Desmond was appointed Chief Operating Officer and
Group Finance Director and in July 2007 was promoted to Group Chief Executive. He is also currently a non-executive director
of Marketing Matters Limited. Desmond was previously Group Finance Director at the healthcare recruitment company, Reed
Health Group plc. Prior to that he was European Chief Financial Officer for APW, an electronic manufacturing services
provider listed on the New York Stock Exchange and before that Finance Director of Vero Group plc. Desmond qualified as a
chartered accountant with Coopers & Lybrand, London.
Andrew Burchall – Group Finance Director
Andrew Burchall, 43, joined CSG as Finance Director of Comensura in 2001. Since joining the Group, he has also supported
the Group Board with work on projects such as the Bond restructuring in 2004. In April 2004, he became the Finance Director
of both Medacs and Blue Arrow Care. In September 2007 Andrew was promoted to Group Finance Director. He was previously
the Finance Director of a technology start up in Cambridge following a number of years working in the accounting profession
specialising in corporate finance and transaction support. Andrew qualified as a Chartered Accountant with Coopers &
Lybrand.
John Rowley – Group Development Director
John Rowley, 64, was appointed to the Board in February 2005. In October 2007, John took up the position of Group
Development Director. He has almost 40 years recruitment industry experience in the UK and overseas. John was previously
Chief Executive of the Protocol group of companies and prior to that he was Chief Operating Officer, Joint Vice Chairman and
management Board Director of Vedior NV. He is also past Chairman of the REC (the trade body representation of the staffing
industry in the UK).
E. Noël Harwerth – Non-executive Director and acting Chairman
E. Noël Harwerth, 59, joined the Board as a Non-Executive Director in March 2005. Noël is currently a Non-Executive
Director at Royal and SunAlliance Insurance Group plc, LogicaCMG, Partnership Director of Tube Lines Limited, Metronet
Rail BCV Limited and Metronet SSL Limited, Deputy Chairman of Sumitomo Mitsui Banking Corporation Europe Limited.
Previously, Noël was Chief Operating Officer of Citibank International plc and Chief Tax Officer of Citicorp Inc, both part of
Citigroup Inc.
Adrian Carey – Non-executive Director
Adrian Carey, 50, was appointed to the Board in February 2007. He has more than twenty years of executive boardroom
experience, primarily in the technology and service sectors. He was CEO for three companies over 17 years, prior to which he
was a finance director, venture capitalist and Chartered Accountant. Adrian is also Executive Chairman of Melorio plc, nonexecutive director of Syrris Ltd and an active investor in private companies.
Valerie Scoular – Non-executive Director
Valerie Scoular, 52, joined the Board in June 2006. She is Group HR Director with Aegis plc, which she joined in January 2006
after a period at Barclays Bank PLC where she was also Group HR Director. Valerie started her career with British Airways,
where she progressed to hold a number of senior HR and general management roles, which included Group HR Director and
Customer Services Director. She has previously been an advisor to “The New Deal Taskforce”, a Governor at Henley
Management College and a Non-executive director of Slug & Lettuce. She is currently a Board member at The Institute of
Employment Studies.
Andrew Wilson – Non-executive Director
Andrew Wilson, 47, joined the Board as a Non-Executive Director in March 2003. Andrew is a Non-Executive Director of
London Town plc, Watford Leisure plc, Global Health Partner plc, Digital Marketing Group plc, Arc Fund Management
Holdings plc, Shellshock plc and Cockleshell plc. He is also a Non-Executive Director of a number of private companies
including Priory Investment Holdings Limited, Artefact Partners Limited and Pluto Capital Limited.
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Auditors’ report
INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF THE CORPORATE SERVICES GROUP
PLC
We have audited the Group financial statements of The Corporate Services Group plc for the year ended 31 December 2007
which comprise Consolidated income statement, the Consolidated balance sheet, the Consolidated cash flow statement, the
Consolidated statement of changes in equity and the related notes 1 to 30. These Group financial statements have been prepared
under the accounting policies set out therein.
We have reported separately on the parent Company financial statements of The Corporate Services Group plc for the year
ended 31 December 2007 and on the information in the Report on Directors’ Remuneration that is described as having been
audited.
This report is made solely to the company’s members, as a body, in accordance with Section 235 of the Companies Act 1985.
Our audit work has been undertaken so that we might state to the company’s members those matters we are required to state
to them in an auditors’ report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the company and the company’s members as a body, for our audit work, for this report, or
for the opinions we have formed.
Respective responsibilities of directors and auditors
The directors are responsible for preparing the Annual Report and the Group financial statements in accordance with applicable
United Kingdom law and International Financial Reporting Standards (IFRSs) as adopted by the European Union as set out in
the Statement of Directors’ Responsibilities.
Our responsibility is to audit the Group financial statements in accordance with relevant legal and regulatory requirements and
International Standards on Auditing (UK and Ireland).
We report to you our opinion as to whether the Group financial statements give a true and fair view and whether the Group
financial statements have been properly prepared in accordance with the Companies Act 1985 and Article 4 of the IAS
Regulation. We also report to you whether, in our opinion, information given in the Directors’ report is consistent with the
Group financial statements. The information given in the Directors’ report includes that specific information presented in the
Chairman’s statement, Chief Executive’s report and the Group Finance Director’s report that is cross referred from the
Business Review section of the Directors’ report. In addition, we report to you if, in our opinion, we have not received all the
information and explanations we require for our audit, or if information specified by law regarding Directors’ remuneration
and other transactions is not disclosed.
We review whether the Corporate governance statement reflects the company’s compliance with the nine provisions of the
2006 Combined Code specified for our review by the Listing Rules of the Financial Services Authority, and we report if it does
not. We are not required to consider whether the board’s statements on internal control cover all risks and controls, or form an
opinion on the effectiveness of the Group’s corporate governance procedures or its risk and control procedures.
We read other information contained in the Annual Report and consider whether it is consistent with the audited Group
financial statements. The other information comprises only the Directors’ report, the Chairman’s statement, the Chief
Executive’s report, the Group Finance Director’s report, the Report on Directors’ Remuneration and the Corporate governance
statement. We consider the implications for our report if we become aware of any apparent misstatements or material
inconsistencies with the Group financial statements. Our responsibilities do not extend to any other information.
Basis of audit opinion
We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing
Practices Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
Group financial statements. It also includes an assessment of the significant estimates and judgments made by the directors in
the preparation of the Group financial statements, and of whether the accounting policies are appropriate to the Group’s
circumstances, consistently applied and adequately disclosed.
We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in
order to provide us with sufficient evidence to give reasonable assurance that the Group financial statements are free from
material misstatement, whether caused by fraud or other irregularity or error. In forming our opinion we also evaluated the
overall adequacy of the presentation of information in the Group financial statements.
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Opinion
In our opinion:
•

the Group financial statements give a true and fair view, in accordance with IFRSs as adopted by the European Union,
of the state of the Group’s affairs as at 31 December 2007 and of its loss for the year then ended;

•

the Group financial statements have been properly prepared in accordance with the Companies Act 1985 and Article 4
of the IAS Regulation; and

•

the information given in the Directors’ report is consistent with the Group financial statements.

Ernst & Young LLP,
Registered Auditor, Luton
4 March 2008
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Consolidated income statement
For the year ended 31 December 2007
2007
Before
exceptional
items
Notes
Continuing operations
Revenue
Cost of sales

5

Gross profit
Administrative expenses
Operating profit/(loss)
Finance income
Finance expense
Finance expense on early
redemption of loan notes
Profit/(loss) before taxation
Taxation

5&6
8
8
9
10

Profit/(loss) for the year
(attributable to equity holders
of the parent Company)
Earnings/(loss) per share
(basic and diluted)

£000
585,379
(472,450)
––––––––––
112,929
(101,718)
––––––––––
11,211
395
(5,086)
–
––––––––––
6,520
1,096
––––––––––

7,616

––––––––––
11

0.70p
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Years ending 31 December
2007
2007
After
Exceptional
exceptional
items
items
(Note 9)
£000
£000

2006

Restated
(Note 2)
£000

(19,126)
––––––––––
(19,126)
–
–

585,379
(472,450)
––––––––––
112,929
(120,844)
––––––––––
(7,915)
395
(5,086)

533,873
(429,085)
––––––––––
104,788
(97,695)
––––––––––
7,093
322
(5,064)

(933)
––––––––––
(20,059)
–
––––––––––

(933)
––––––––––
(13,539)
1,096
––––––––––

(650)
––––––––––
1,701
(8)
––––––––––

(20,059)

––––––––––

(1.86)p

(12,443)

––––––––––

(1.16)p

1,693

––––––––––
0.16 p

Consolidated balance sheet
At 31 December 2007
2007
Notes

£000

2006
Restated
£000

12
13
14

5,403
25,948
1,742
295
2,220
2,599
––––––––
4,819
955
––––––––
39,162
––––––––

4,951
44,331
1,656
339
1,760
3,222
–––––––––
4,982
–
–––––––––
56,259
–––––––––

121,395
6,178
––––––––
127,573
––––––––
166,735

96,579
3,518
––––––––
100,097
––––––––
156,356

Non-current assets
Property, plant and equipment
Goodwill
Other intangible assets
Prepaid leasehold costs
Investments
Other financial assets

15
15

Deferred tax asset

10

Current assets
Trade and other receivables
Cash at hand and in bank

16
17

Total assets
Current liabilities
Trade and other payables
Taxation liabilities
Bank overdrafts and other short-term borrowings
Derivative financial instruments
Provisions

18
19
20
22

Net current assets
Non-current liabilities
Long-term borrowings
Provisions

21
22

Total liabilities
Net assets

––––––––

––––––––

(91,150)
(80)
(29,001)
(140)
(2,005)
––––––––
(122,376)
––––––––
5,197
––––––––

(70,693)
(383)
(21,668)
–
(2,119)
––––––––
(94,863)
––––––––
5,234
––––––––

(31,852)
(1,183)
––––––––
(33,035)
––––––––
(155,411)

(34,586)
(2,242)
––––––––
(36,828)
––––––––
(131,691)

––––––––
––––––––

––––––––
––––––––

10,772
280,816
(746)
––––––––
290,842
18,292
(297,810)
––––––––
11,324

10,757
280,753
(746)
––––––––
290,764
19,298
(285,397)
––––––––
24,665

11,324

Equity
Issued share capital
Share premium account
Own shares

23
23
23

Other reserves
Retained deficit

25

Total equity attributable to equity holders of the parent Company
The accounts on pages 92 to 128 were approved by the Board on 4 March 2008.

Andrew Burchall
Group Finance Director
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––––––––

24,665

––––––––

Consolidated cash flow statement
For the year ended 31 December 2007
2007
£000
Cash flows from operating activities
(Loss)/profit before taxation
Adjustments for non-cash items:
Goodwill impairment
Net interest charge
Finance expense on early redemption of loan notes
Depreciation
Amortisation
(Profit)/loss on disposal of property, plant and equipment
Share based payment charge/(credit)
Gain on disposal of investments

(13,539)

Increase in trade and other receivables
Increase in trade and other payables
Decrease in provisions
Cash generated/(utilised) by operations
Taxation paid
Net cash generated/(utilised) by operating activities
Cash flows from investing activities
Acquisition of subsidiaries (net of cash acquired) (note 4)
Purchase of property, plant and equipment (PPE)
Purchase of intangible assets
Purchase of Investments
Proceeds from sale of PPE
Proceeds from sale of Investments
Decrease in other financial assets
Finance income received
Net cash utilised on investing activities
Cash flows from financing activities
Proceeds from issue of share capital
Loan note repayment
Increase in other long-term borrowings
Increase in short-term borrowings
Capital element of finance lease payments
Finance expense paid
Finance expense paid on early redemption of loan notes
Net cash (outflow)/inflow from financing activities
Net increase in cash and cash equivalents
Opening cash and cash equivalents
Foreign exchange losses on cash and cash equivalents
Closing cash and cash equivalents (note 17)

1,701

19,126
4,691
933
1,434
1,005
(1)
30
(137)
––––––––
13,542
(25,094)
20,789
(1,145)
––––––––
8,082
(194)
––––––––
7,898
––––––––

–
4,742
650
1,539
1,099
6
(929)
(55)
––––––––
8,753
(16,846)
9,868
(2,259)
––––––––
(484)
(3)
––––––––
(487)
––––––––

(1,751)
(1,863)
(1,041)
(483)
4
238
548
273
––––––––
(4,075)
––––––––

–
(1,086)
(673)
(318)
7
79
1,422
234
––––––––
(335)
––––––––

78
(15,000)
12,635
4,760
(73)
(4,698)
(750)
––––––––
(3,048)
––––––––
775
3,039
21
––––––––
3,835

23
(10,000)
–
16,709
(139)
(4,775)
(500)
––––––––
1,318
––––––––
496
3,271
(728)
––––––––
3,039

––––––––
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2006
Restated
£000

––––––––

Consolidated statement of changes in equity
For the year ended 31 December 2007
Total share capital
£000
1 January 2006
Impact of prior year adjustment
Restated balance
Currency translation differences
Total income and expense recognised in equity

290,741
–
–––––––––
290,741
–––––––––
–
–––––––––
–

Profit for the year (originally reported)
Prior year adjustment
Profit for the year (as restated)
Total income and expense for the year
Exercise of options
Share based payments

31 December 2006
Currency translation differences
Total income and expense recognised in equity
Loss for the year
Total income and expense for the year
Exercise of options
Share based payments

31 December 2007

Other reserves
£000
27,103
–
–––––––––
27,103
–––––––––
(7,805)
–––––––––
(7,805)

–
–

–
–

Retained deficit
£000

Total equity
£000

(285,879)
(282)
–––––––––
(286,161)
–––––––––
–
–––––––––
–

31,965
(282)
–––––––––
31,683
–––––––––
(7,805)
–––––––––
(7,805)

2,345
(652)

2,345
(652)

–––––––––
–
–––––––––
–
23
–
–––––––––
23
–––––––––
290,764

–––––––––
–
–––––––––
(7,805)
–
–
–––––––––
(7,805)
–––––––––
19,298

–––––––––
1,693
–––––––––
1,693
–
(929)
–––––––––
764
–––––––––
(285,397)

–––––––––
1,693
–––––––––
(6,112)
23
(929)
–––––––––
(7,018)
–––––––––
24,665

–
–––––––––
–
–
–––––––––
–
78
–
–––––––––
78
–––––––––
290,842

(1,006)
–––––––––
(1,006)
–
–––––––––
(1,006)
–
–
–––––––––
(1,006)
–––––––––
18,292

–
–––––––––
–
(12,443)
–––––––––
(12,443)
–
30
–––––––––
(12,413)
–––––––––
(297,810)

(1,006)
–––––––––
(1,006)
(12,443)
–––––––––
(13,449)
78
30
–––––––––
(13,341)
–––––––––
11,324

–––––––––

–––––––––

–––––––––

–––––––––

The prior year adjustments relate to the correction of accounting errors (note 2).
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Advisers
Notes to the consolidated financial statements
For the year ended 31 December 2007
1.

Corporate information

The financial statements of The Corporate Services Group plc (the Group) for the year ended 31 December 2007 were
authorised for issue by the Board of Directors on 4 March 2008 and the balance sheet was signed on behalf of the Board by
Andrew Burchall.
The Corporate Services Group PLC (the Group) provides staffing services in both the UK and the USA and vendor
procurement services in the UK only.
The Corporate Services Group plc (the Company) is a public limited company incorporated and domiciled in the United
Kingdom under the Companies Act 1985 with a listing on the London Stock Exchange.
Its registered office is located at:
800 The Boulevard
Capability Green
Luton
LU1 3BA
United Kingdom
2.

Profit restatement

As reported at the half year, following an internal review of Comensura’s UK contracts, it became apparent that, in a small
number of material contracts, rebates due to clients were not being accounted for correctly. A charge of £934,000 should have
been made in 2006 or in prior years. An adjustment, as set out below, has been made to restate 2006 and prior years.
Reduction in revenue
Increase administrative expenses

December 2006

December 2005

624
28
––––––
652

104
178
––––––
282

Decrease in profit or increase in loss

––––––

––––––

Decrease in Trade receivables

652
––––––
652

282
––––––
282

Decrease in Equity

––––––

––––––

There is no tax effect as a result of this prior year adjustment.
The effect on basic and diluted earnings per share as a result of these restatements is to reduce the previously disclosed amounts
by 0.06p in 2006 and 0.03p in 2005.
3.

Summary of significant accounting policies

a.

Basis of preparation
The consolidated financial statements have been prepared in accordance with IFRS as adopted by the European Union.
They are presented in pounds sterling and all values are rounded to the nearest thousand (£000) except where otherwise
indicated. Foreign operations are included in accordance with note 3(d) below.
Statement of compliance
The consolidated financial statements of the Group have been prepared in accordance with International Financial
Reporting Standards (IFRS) as adopted by the European Union and as applied in accordance with the provisions of the
Companies Act 1985.
Basis of consolidation
The consolidated financial statements comprise the financial statements of The Corporate Services Group plc and all
of its subsidiaries as at 31 December each year. The financial statements of subsidiaries are prepared for the same
reporting year as the parent company. Each company, including the parent, use locally applicable UK and US GAAP
for the preparation of their individual financial statements. Adjustments are made to bring these into line with the IFRS
policies adopted by the Group, as required.
Subsidiaries 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.
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b.

Changes in accounting policy and disclosures
The accounting policies adopted are consistent with those of the previous year except as follows:
The Group has adopted the following new and amended IFRS and IFRIC interpretations during the year. Adoption of
these revised standards and interpretations did not have any effect on the financial performance or position of the
Group. They did however give rise to additional disclosures, including in some cases, revisions to accounting policies.
•

IFRS 7 – Financial Instruments: Disclosures

•

IAS 1 – Amendment – Presentation of Financial Statements

•

IFRIC 8 – Scope of IFRS 2

•

IFRIC 9 – Reassessment of Embedded Derivatives

•

IFRIC 10 – Interim Financial Reporting and Impairment

The principal effect of these changes are as follows:
IFRS 7 – Financial Instruments: Disclosures
This standard requires disclosure that enables users of the financial statements to evaluate the significance of the
Groups financial instruments and the nature and extent of risks arising from those financial instruments. The new
disclosures are included throughout the financial statements. While there has been no effect on the financial position
or results, comparative information has been revised where needed.
IAS 1 – Amendment – Presentation of Financial Statements
This amendment requires the Group to make new disclosures to enable users of the financial statements to evaluate the
Group’s objectives, policies and processes for managing capital. These new disclosures are shown in note 29.
IFRIC 8 – Scope of IFRS 2
This interpretation requires IFRS 2 to be applied to any arrangements in which the entity cannot identify specifically
some or all of the goods received, in particular when equity instruments are issued for consideration which appears to
be less than fair value. As equity instruments are only issued to employees in accordance with the employee share
scheme, the interpretation has no impact on the financial position or performance of the Group.
IFRIC 9 – Reassessment of Embedded Derivatives
IFRIC 9 states that the date to assess the existence of an embedded derivative is the date that an entity first becomes a
party to the contract, with reassessment only if there is a change to the contract that significantly modifies the cash
flows. As the Group has no embedded derivative requiring separation from the host contract, the interpretation has no
impact on the financial position or performance of the Group.
IFRIC 10 – Interim Financial Reporting and Impairment
The interpretation requires that an entity must not reverse an impairment loss recognised in a previous interim period
in respect of goodwill or an investment in either an equity instrument or a financial asset carried at cost. As the Group
has no impairment losses previously reversed, the interpretation has no impact on the financial position or performance
of the Group.
c.

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 recognised in the financial statements:
Impairment of goodwill
The Group determines whether goodwill is impaired at least on an annual basis. This requires an estimation of the
recoverable amount of the cash-generating unit to which the goodwill is allocated. Estimating 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 13.
Workers compensation
The US operations maintain insurance policies with significant excesses, below which claims are borne by the
operations. Provision or accrual is made for estimated costs of claim or losses arising from past events.
The level of provision required is based upon independent actuarial estimates, obtained at least twice yearly. These
estimates take into account the ultimate cost, less amounts paid to date, in respect of accidents occurring between
March 1993 and December 2007, the period covered by these self insurance arrangements. An allowance is made for
claims incurred but not reported in line with standard actuarial practice.
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d.

Currencies and foreign currency translation
The functional and presentation currency of The Corporate Services Group plc and its UK subsidiaries is the pound
sterling. Foreign operations are located in the USA, New Zealand and Australia where the functional currencies are
United States $, New Zealand $, and Australian $ respectively.
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 liabilities that are denominated in foreign
currencies are retranslated at the rates prevailing on the balance sheet date. All differences are taken to the consolidated
income statement. Tax charges and credits attributable to exchange differences on these borrowings are also dealt with
in equity. 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 initial transaction. Non-monetary items measured at fair value in a foreign
currency shall be translated using exchange rates at the date when the fair value was determined.
On consolidation, at the reporting date the assets and liabilities of the Group’s foreign operations are translated into
the presentation currency of The Corporate Services Group plc at rates ruling on the balance sheet date. Income and
expense items are translated at weighted average exchange rates for the year, as this is considered a reasonable
approximation to actual translated rates. The exchange differences arising from this retranslation are taken to a separate
foreign currency translation reserve in equity. On disposal of a foreign operation the deferred cumulative exchange
difference relating to that operation, held in this reserve, shall be recognised in the consolidated income statement in
the period in which disposal takes place.
At 1 January 2004 the Group did not recognise the cumulative foreign exchange differences that related to periods prior
to this date; the reserve was therefore zero at 1 January 2004.

e.

Property, plant and equipment
Property, plant and equipment is stated at historic cost less accumulated depreciation and any impairment in value.
Historic cost includes expenditure that is directly attributable to the acquisition of the items. Depreciation is calculated
on a straight-line basis over the estimated useful life of the asset as follows:
Freehold buildings

– over 50 years

Furniture, fittings and equipment

– between 3 and 10 years

Computer equipment

– between 3 and 5 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
circumstances indicate that the carrying value may not be recoverable.
An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any gain or loss arising on derecognition of the asset (calculated
as the difference between the net disposal proceeds and the carrying value of the item) is included in the consolidated
income statement in the year the item is derecognised.
f.

Business combinations and goodwill
Business combinations are accounted for using the purchase method.
Goodwill acquired in a business combination represents the excess of cost of acquisition over the fair value of the
identifiable assets, liabilities and contingent liabilities acquired on the date of acquisition. Goodwill arising on
acquisitions prior to 1 January 2004 has been retained at the amounts recorded in the UK GAAP accounts at that date,
after being tested for impairment at that date.
Goodwill is recognised as an asset in the consolidated balance sheet of the Group and is recorded at cost less any
accumulated impairment losses. The carrying value of goodwill is reviewed for impairment at least annually, more
frequently if events or changes in circumstances indicate that the carrying value may be impaired. Any impairment
charge is recognised immediately in the consolidated income statement and is not subsequently reversed.
For the purpose of impairment testing, goodwill acquired in a business combination is, from the acquisition date,
allocated to each of the Group’s cash generating units that is expected to benefit from the combination. Each group of
cash generating units to which the goodwill is so allocated:
•

Represents the lowest level within the Group at which the goodwill is monitored for internal management
purposes; and

•

Is no larger than a segment based on either the Group’s primary or secondary reporting formats in accordance
with IAS 14 Segment Reporting.
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Impairment is 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 is less than the carrying amount, an impairment loss
is recognised.
Goodwill arising from the acquisition of the US business is treated as a US dollar denominated asset and is translated
at the period-end rate.
g.

Other intangible assets
Other intangible assets represent the carrying value of computer software and licences.
Externally acquired computer software and licences are capitalised at the costs incurred to acquire and bring into use
the specific software.
Internally generated computer software programs are capitalised to the extent that costs can be separately identified
and attributed to particular software programs, measured reliably, and that the asset developed can be shown to
generate future economic benefits.
Other intangible assets are defined as having finite useful lives and the costs are amortised on a straight-line basis over
the estimated useful lives of each of the assets, considered to be between three to five years. The expense is taken to
the consolidated income statement through the “depreciation and amortisation” line.
All costs relating to the “research” phase of the development cycle together with costs not separately identifiable and
attributable to particular program development are expensed directly to the consolidated income statement in the period
in which it is incurred.
Intangible assets are reviewed for impairment whenever there is an indication that the carrying amount may be
impaired. Assets that are not currently in use are tested annually for impairment. Useful lives are also examined on an
annual basis and adjustments, where applicable, are made on a prospective basis.
The cost of intangible assets acquired in a business combination is fair value as at the date of acquisition.

h.

Prepaid leasehold costs
Prepaid leasehold costs represent various costs associated with the acquisition of short leasehold properties that are
amortised over the length of the lease.
Impairment
The Group assesses at each balance sheet date whether leasehold costs are impaired.

i.

Financial assets
Financial assets in the scope of IAS 39 are classified as financial assets at fair value through the income statement;
loans and receivables; held to maturity investments; or as available-for-sale financial assets, as appropriate. The Group
determines the classification of its financial assets at initial recognition and where allowed and appropriate re-evaluates
this designation at each financial year-end. When financial assets are recognised initially, they are measured at fair
value, being the transaction price plus, in the case of financial assets not at fair value through profit and loss, directly
attributable transaction costs.
Investments
The Group’s investments are classified as either available for sale financial assets or at fair value through the income
statement. They are further classified as non-current unless management expects to dispose of the investment within
twelve months of the balance sheet date.
Investments held at fair value through the income statement are quoted investments, they are not held for trading.
Following revisions to IAS 39 the designation of financial assets as fair value through the income statement is now
restricted to specific circumstances.
This revision has had no impact on the accounting treatment of the quoted investments. These investments relate to the
deferred compensation plan detailed in note (q) below where the employee’s entitlement is limited to the market value
of the fund. On this basis the use of fair value through the income statement is permitted by IAS 39 revised, because
it eliminates a measurement inconsistency (“accounting mismatch”) that would otherwise arise from measuring assets
or liabilities or recognising the gains or losses on them on a different basis.
Subsequent to initial recognition these investments are held at fair value; the fair values are based upon bid prices ruling
at the balance sheet date. Fair value adjustments are recognised through the consolidated income statement.
Available for sale investments consist of unlisted securities. As there is no active market for these investments their fair
value cannot be reliably measured, subsequent to initial recognition these investments are held at cost less impairment.
The carrying values of unlisted investments are reviewed for impairment when events or changes in circumstances
indicate that the carrying value may not be recoverable. Any impairment expense is recognised through the
consolidated income statement.
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Other non-current financial assets
Other non-current financial assets represent security deposits with non-financial institutions that have no fixed date of
repayment and that are not expected to be repaid within the next twelve months. On initial recognition these assets are
held at cost and subsequently at amortised cost.
Impairment
The Group assesses at each balance sheet date whether a financial asset is impaired.
j.

Trade and other receivables
Trade receivables, which normally have 7-30 day terms, are recognised and carried at original invoice amount less an
allowance for uncollectible amounts, credit notes and an estimate of rebates due.
Impairment
A provision for impairment is made when there is objective evidence (such as probability of insolvency or significant
financial difficulties of the debtor) that the Group will not be able to collect all of the amounts due under the original
terms of the invoice. The carrying amount of the receivable is reduced through use of an allowance account. Impaired
receivables are derecognised when they are assessed as uncollectible.

k.

Cash and cash equivalents
Cash and short-term deposits in the consolidated balance sheet comprise cash at bank and in hand and short-term
deposits with an original maturity of three months or less.
For the purpose of the consolidated cash flow statement, cash and cash equivalents consist of cash and short-term
deposits as defined above, net of outstanding bank overdrafts. Bank overdrafts are shown with other short-term
borrowings on the consolidated balance sheet.

l.

Non-current assets held for sale
Non-current assets are classified as held for sale if their carrying value will be recovered through a sale transaction
rather than through continuing use. This condition is regarded as met only when the sale is highly probable and the
asset is available for immediate sale in its present condition.

m.

Trade and other payables
Trade payables are not interest bearing and, as they are short term, are stated at invoiced value.

n.

Taxes
Current tax
Current tax assets and liabilities for the current and prior periods are measured at the amount expected to be recovered
from or paid to the taxation authorities. The tax rates and the tax laws used to compute the amount are those that are
enacted or substantively enacted by the balance sheet date.
Deferred tax
Deferred income tax is provided, using the liability method, on temporary differences at the balance sheet date between
the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.
Deferred income tax liabilities are recognised for all taxable temporary differences, except:
•

where the deferred income tax liability arises from the initial recognition of goodwill or of an asset or liability
in a transaction that is not a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

•

in respect of taxable temporary differences associated with investments in subsidiaries, where the timing of the
reversal of the temporary differences can be controlled and it is probable that the temporary differences will
not reverse in the foreseeable future

Deferred income tax assets are recognised on an undiscounted basis for all deductible temporary differences, carryforward of unused tax credits and unused tax losses, to the extent that it is probable that taxable profit will be available
against which the deductible temporary differences, and the carry-forward of unused tax credits and unused tax losses
can be utilised except:
•

where the deferred income tax asset relating to the deductible temporary difference arises from the initial
recognition of an asset or liability in a transaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss; and
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•

in respect of deductible temporary differences associated with investments in subsidiaries, deferred tax assets
are recognised only to the extent that it is probable that the temporary differences will reverse in the foreseeable
future and taxable profit will be available against which the temporary differences can be utilised.

The carrying amount of deferred income tax assets is reviewed at each balance sheet date and reduced to the extent
that it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred income
tax asset to be utilised. Unrecognised deferred income tax assets are reassessed at each balance sheet date and are
recognised to the extent that it has become probable that future taxable profit will allow the deferred tax asset to be
recovered.
Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year when the
asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively
enacted at the balance sheet date.
Income tax relating to items recognised directly in equity is recognised in equity and not in the income statement.
Deferred tax assets and liabilities are offset if a legally enforceable right exists to set off current tax assets against
current tax liabilities and the deferred taxes relate to the same taxable entity and the same taxation authority.
Sales taxes
Revenues, expenses and assets are recognised net of the amount of sales tax except:
•

where the sales tax incurred on a purchase of goods or services or assets is not recoverable from the taxation
authority, in which case the sales tax is recognised as part of the cost of acquisition of the asset or as part of
the expense item as applicable; and

•

receivables and payables that are stated with the amount of sales tax included.

The net amount of sales tax recoverable from, or payable to, the taxation authority is included as part of receivables or
payables in the balance sheet.
o.

Provisions
Provisions are recognised when the Group has a present legal or constructive obligation as a result of past events; it is
more likely than not that an outflow of resources will be required to settle the obligation; and the amount has been
reliably estimated.
If the effect of the time value of money is material, provisions are determined by discounting the expected future cash
flows at a pre-tax rate that reflects current market assessments of the time value of money. When discounting is used,
the increase in the provision due to the passage of time is recognised as a borrowing cost.

p.

Financial liabilities
All loans and borrowings are initially recognised at fair value of the consideration received less directly attributable
issue costs and have not been designated as “fair value through profit or loss”.
After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised cost using the
effective interest rate method. This cost is computed as the amount initially recognised minus principal repayments,
plus or minus the cumulative amortisation using effective interest method of any difference between the initially
recognised amount and the maturity amount. Amortised cost is calculated by taking into account any issue costs, and
any discount or premium on settlement.
Gains and losses are recognised in net profit or loss when the liabilities are derecognised as well as through the
amortisation process.
A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.

q.

Employee benefits
Short term benefits – bonus arrangements
The Group operates a number of annual bonus arrangements for Directors and employees. The cost of these
arrangements is recognised in the income statement when the entity has an obligation to make such payments as a
result of the achievement of performance targets and when a reliable estimate of this obligation can be made.
Pension obligations
The Group provides pension arrangements for its UK based Directors and employees through defined contribution
schemes. Contribution costs are expensed to the income statement as they become due.
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Other post-employment obligations
In the US the Group operates a deferred compensation plan for certain key employees. The plan allows the employee
to defer receipt of a portion of their emoluments together with a contribution from the Group. The deferred amounts
plus the Group contribution are paid into an external trust fund in the USA. Employees’ entitlement is limited to the
market value of the fund; therefore, both the investment and the liability to the employee are marked to market on an
annual basis, with movements in the liability passing through the administrative expenses line (salaries and wages) in
the income statement and the movement in market value of investments being recorded through finance
income/expense.
Share-based compensation
The Group operates equity-settled share-based compensation plans for employees (including Directors), all such
schemes are equity settled. The cost of equity settled transactions with employees and Directors is measured by fair
value at the date at which they are granted. The fair value of these options is determined by an external valuer using
an appropriate pricing model. In valuing equity-settled transactions, no account is taken of any vesting conditions,
other than conditions linked to the Group’s share price.
The cost of equity-settled transactions is recognised as an expense over the vesting period which ends on the date on
which the relevant employees become fully entitled to the award. At each balance sheet date the Group reviews and
revises the assumptions regarding the number of awards that are expected to vest. The cumulative expense recognised
for equity-settled transactions at each 31 December until the vesting date therefore reflects the extent to which the
vesting period has expired and the Group’s best estimate, at that date, of the number of awards that will ultimately vest.
No expense is recognised for awards that do not ultimately vest, except for awards where vesting is conditional upon
the Group’s share price, which are treated as vesting irrespective of whether that condition has been met, provided that
all other conditions have been satisfied.
Where the terms of an equity-settled award are modified, as a minimum an expense is recognised as if the terms had
not been modified. An additional expense is recognised to the extent that the modification in terms increases the value
of the award, as measured at the date of modification.
Where an equity-settled award is cancelled, it is treated as having vested on the date of cancellation, the Group shall
recognise immediately the amount that would otherwise have been recognised for services received over the remainder
of the vesting period. Any payment made on cancellation shall be accounted for as a repurchase of an equity interest
except for the extent that the payment exceeds the fair value of the equity measured at the repurchase date. However,
if a new equity-settled award is substituted for the cancelled award, and designated as a replacement award on the date
it is granted, the cancelled and new awards are treated as if they were a modification of the original award, as described
in the previous paragraph.
The dilutive effect of outstanding options is reflected as additional share dilution in the computation of earnings per
share (see note 11).
The Group has taken advantage of the transitional provision of IFRS 2 in respect of equity-settled awards and has
applied IFRS 2 only to equity-settled awards granted after 7 November 2002 that had not vested before 1 January 2005.
Termination benefits
Termination benefits are payable when employment is terminated before the normal retirement date, or whenever an
employee accepts voluntary redundancy in exchange for these benefits. The Group recognises termination benefits
when it is demonstrably committed to terminating the employment of current employees according to a detailed formal
plan without the possibility of withdrawal.
r.

Leases
The determination of whether an arrangement is, or contains, a lease is based upon the substance of the arrangement
at inception date.
Finance leases, which transfer to the Group substantially all the risks and benefits incidental to ownership of the leased
item, are capitalised at the inception of the lease at the fair value of the leased asset or, if lower, at the present value of
the minimum lease payments. Lease payments are apportioned between the finance charges and reduction of the lease
liability so as to achieve a constant rate of interest on the remaining balance of the liability. Finance charges are charged
directly against income.
Assets held under finance leases are depreciated over the shorter of the estimated useful life of the asset and the lease
term.
All other leases are classified as operating leases. Payments under operating leases are expensed to the consolidated
income statement on a straight-line basis over the period of the lease.
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s.

Revenue
Revenue is measured at the fair value of the consideration received or receivable and represents amounts receivable for
the provision of staffing services, net of value-added tax, rebates and discounts and after eliminating sales made within
the Group.
Revenue for temporary staffing services is recognised and accrued by reference to hours worked in accordance with
approved weekly or daily timesheets. Pro-rata adjustments are made for weeks that straddle a period-end.
The Group recognises the income derived from permanent placements when the employment of the individual
commences with provision made for refunds if the placement is terminated within a short period.
Where the Group provides a vendor procurement service the amount of revenue recognised is limited to the
management fee receivable for that service after making provision for volume rebates and amounts payable under gainshare arrangements.
Interest income receivable on deposits with financial institutions is recognised on an accrued basis.

t.

Borrowing costs
Borrowing costs are recognised as an expense when incurred.

u.

Exceptional items
Items of income and expense that are considered by management to be of material size and to be of an unusual nature,
not arising from the normal operating activities of the Group, are separated out on the face of the consolidated income
statement and in the notes, as appropriate.

v.

Derivative financial instruments
It is the Group’s policy that the use of financial instruments such as derivatives is strictly limited. The Group’s policy
with regard to interest rates on term facilities is to limit its exposure to these fluctuations by use of a collar such that
the interest rate borne by the Group does not move outside set limits. The Group’s policy with regard to forward foreign
exchange contracts is to only buy forward for any transaction with a determinable date that arises from operations or
financing.
Such derivative financial instruments are initially recognised at fair value on the date on which a derivative contract is
entered into and are subsequently measured at fair value. Derivatives are carried as assets when the fair value is positive
and liabilities when the fair value is negative.
No hedge accounting has been undertaken by the Group in either 2007 or 2006.
Any gains or losses arising from changes in fair value of derivatives during the year are taken directly to the income
statement.

w.

Equity instruments
Equity instruments issued by the Company are recorded at the proceeds received, net of direct issue costs. Own shares
held in The Corporate Services Group Employee Share Trust (note 23) are deducted from equity. No gains or losses
are recognised in the consolidated income statement on transactions in these shares.

x.

New standards and Interpretations not applied
During the year, the IASB and IFRIC have issued the following standards and interpretations with an effective date
after the date of these financial statements:
International Accounting Standards (IAS/IFRS)

Effective date

IFRS 8 – Operating segments
IAS 23 – Borrowing cost (revised)
IFRS 3 – Business combinations (revised)
IAS 27 – Consolidations (revised)
IAS 1 – (Revised) Presentation of financial statements
IFRS 2 – Amendments to IFRS 2 – vesting conditions and cancellations

1 January 2009
1 January 2009
1 January 2009
1 January 2009
1 January 2009
1 January 2009

International Financial Reporting Interpretations Committee (IFRIC)
IFRIC 11 – IFRS 2 group and treasury share transactions*
IFRIC 12 – Service concession arrangements*
*

1 March 2007
1 January 2008

Not yet adopted by the European Union

The Directors do not anticipate that the adoption of these standards and interpretations will have a material impact on
the Group’s financial statements in the period of application.
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Upon adoption of IFRS 8, the Group will be required to disclose financial and descriptive information about its
reportable segments. Whilst the criteria used to identify the reportable segments differs from that currently applied in
accordance with IAS 14, there will be no effect on reported income or net assets.
4.

Business combinations

Acquisitions in 2007
Translocation UK Limited
On 9 May 2007 the Group acquired 100 per cent. of the share capital of Translocation UK Limited, a private company based
in the UK, specialising in the supply of permanent employees from overseas into the UK healthcare sector.
Chrysalis Community Care Limited
On 7 June 2007 the Group acquired 100 per cent. of the share capital of Chrysalis Community Care Limited, a private company
based in the UK, specialising in the provision of homecare services in the Bristol area.
The fair values of the identifiable assets and liabilities of these two businesses at their respective dates of acquisition and the
corresponding carrying amounts immediately prior to the acquisition were:
Fair value
recognised
on acquisition
£000
Property plant and equipment
Cash and cash equivalents
Trade receivables
Stock
Trade payables
Corporation taxes

17
84
328
–
(151)
(35)
––––––––
243

Net Assets

––––––––

Book value
£000
30
84
328
3
(137)
(30)
––––––––
278

––––––––

Goodwill arising on acquisition (note 13)

1,592
––––––––
Total consideration
1,835
––––––––
The total cost of the business combinations was £1,835,000 and comprised costs and cash directly attributable to the
combinations:
£000
Cash
Costs associated with acquisitions

1,770
65
––––––––
1,835

––––––––
Cash outflow on acquisitions:
£000
Net cash acquired with subsidiaries
Cash paid

84
(1,835)
––––––––
(1,751)

––––––––

From their dates of acquisition Translocation UK Limited and Chrysalis Community Care Limited have contributed £202,000
to the profit after tax of the Group. If the combination had taken place at the beginning of the year, the loss after tax of the
Group would have been £12,420,000 and revenue from continuing operations would have been £586,126,000.
The goodwill of £1,592,000 comprises the fair value of expected synergies which are not separately recognised. Due to the
short-term nature of most customer relationships they do not meet the criteria for recognition as an intangible asset under IAS
38 Intangible Assets.
5.

Segment information

The Group’s primary reporting format is geographical and its secondary format is by business type. The two principal
geographical regions are managed separately with separate head-office functions. The economic climates of these two
geographies exist independently and are subject to different legal and fiscal rules.
Although the Group does have operations in Australia and New Zealand the results are included under the UK in the
geographical analysis as they are not of a material size.
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The geographical segments are based upon the location of the business units which is also the location of its customers. In the
UK we identify three business segments, they are managed independently with different economic and social challenges
impacting their results, the principal services provided under these segments are discussed in the Chief Executive Officer’s
report on pages 5 to 12.
Revenue disclosed in the income statement relates solely to the rendering of services. There are no significant inter-segment
sales.
Unallocated assets and liabilities represent cash and borrowings, which are considered to be funding for the Group as a whole,
plus deferred tax and corporation tax balances.
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Geographic segments
Continuing operations
Year ending 31 December 2007

Segment revenue
Result
Segment result before
depreciation amortisation
and exceptional item
Depreciation
Amortisation
Segment result/operating
profit/(loss) before
exceptional item
Exceptional item
Segment result/
operating profit/(loss)

United
Kingdom
£000

United
States
£000

Operations
Total
£000

Corporate
costs – UK
£000

Group
Total
£000

––––––––

413,526

––––––––

171,853

––––––––

585,379

––––––––

–

––––––––

11,985
(1,136)
(654)
––––––––

5,144
(298)
(351)
––––––––

17,129
(1,434)
(1,005)
––––––––

(3,479)
–
–
––––––––

13,650
(1,434)
(1,005)
––––––––

10,195
–
––––––––

4,495
(19,126)
––––––––

14,690
(19,126)
––––––––

(3,479)
–
––––––––

11,211
(19,126)
––––––––

10,195

––––––––

(14,631)

––––––––

(4,436)

––––––––

(3,479)

––––––––

Finance costs – net
Finance expense on early
redemption of loan notes

(933)
––––––––
(13,539)
1,096
––––––––
(12,443)

Loss for the period

––––––––
102,508

––––––––

55,680

––––––––

158,188

––––––––

1,414

––––––––

Unallocated assets

Unallocated liabilities

159,602
7,133
––––––––
166,735

Total assets
Segment liabilities

(7,915)

––––––––

(4,691)

Loss before taxation
Taxation

Assets and liabilities
Segment assets

585,379

(65,664)

––––––––

(27,550)

––––––––

Total liabilities

(93,214)

––––––––

(1,262)

––––––––

––––––––
––––––––

(94,476)

(60,935)
––––––––
(155,411)

––––––––

106

Year ending 31 December 2006 – restated

Segment revenue
Result
Segment result before
depreciation and amortisation
Depreciation
Amortisation
Segment result/
operating profit/(loss)

United
Kingdom
£000

United
States
£000

Operations
Total
£000

Corporate
costs – UK
£000

Group
Total
£000

––––––––

349,150

––––––––

184,723

––––––––

533,873

––––––––

–

––––––––

8,171
(1,202)
(723)
––––––––

4,474
(337)
(376)
––––––––

12,645
(1,539)
(1,099)
––––––––

(2,914)
–
–
––––––––

9,731
(1,539)
(1,099)
––––––––

6,246

––––––––

3,761

––––––––

10,007

––––––––

(2,914)

––––––––

Finance costs – net
Finance expense on early
redemption of loan notes

(650)
––––––––
1,701
(8)
––––––––
1,693

Profit for the period

––––––––
72,928

––––––––

78,472

––––––––

151,400

––––––––

1,438

––––––––

Unallocated assets

152,838
3,518
––––––––
156,356

Total assets
Segment liabilities

7,093

––––––––

(4,742)

Profit before taxation
Taxation

Assets and liabilities
Segment assets

533,873

(45,437)

––––––––

(27,292)

––––––––

Unallocated liabilities

(72,729)

––––––––

(2,324)

––––––––

––––––––
––––––––

(75,053)

(56,638)
––––––––
(131,691)

Total liabilities

––––––––
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Other segment information
For the purposes of the following tables the Corporate activities are treated as relating wholly to the UK although they do
include Group movements in short term borrowings and tax movements.
United
Kingdom
£000

United
States
£000

Operations
Total
£000

Corporate
costs – UK
£000

Group
Total
£000

1,751
1,558
1,041

–
305
–

1,751
1,863
1,041

–
–
–

1,751
1,863
1,041

–

19,126

19,126

–

19,126

30

–

30

–

30

Year ending 31 December 2007
Capital expenditure
– Acquisition of subsidiaries
– Property, plant & equipment
– Intangible assets
Other non-cash (income)/expenses
– exceptional – goodwill impairment
– operations – share based
payments (income)/expenses
Cash flows
– operating activities
– investing activities
– financing activities

5,033
(4,270)
3,330

7,524
110
2,875

12,557
(4,160)
6,205

(4,659)
85
(9,253)

7,898
(4,075)
(3,048)

United
Kingdom
£000

United
States
£000

Operations
Total
£000

Corporate
costs – UK
£000

Group
Total
£000

Capital expenditure
– Property, plant & equipment
– Intangible assets

869
414

217
259

1,086
673

–
–

1,086
673

Other non-cash (income)/expenses
– operations – share based
payments (income)/expenses

(24)

(91)

(115)

(814)

(929)

(483)
(1,302)
16,170

3,378
897
(381)

2,895
(405)
15,789

(3,382)
70
(14,471)

(487)
(335)
1,318

Year ending 31 December 2006

Cash flows
– operating activities
– investing activities
– financing activities
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Business segments
Continuing operations
Year ending 31 December 2007

Segment revenue
Result
Segment result before
depreciation, amortisation
and exceptional item
Depreciation
Amortisation
Segment result/operating
profit/(loss) before
exceptional item
Exceptional item
Segment result/operating
profit/(loss)
Assets
Segment assets
Unallocated assets

Commercial
and specialist
staffing
£000

Healthcare
staffing
£000

Vendor
procurement
– UK
£000

Operations
Total
£000

Corporate
costs
– UK
£000

Group
Total
£000

478,028

101,780

5,571

585,379

–

585,379

12,183
(1,173)
(917)
––––––––

3,901
(240)
(79)
––––––––

1,045
(21)
(9)
––––––––

17,129
(1,434)
(1,005)
––––––––

(3,479)
–
–
––––––––

13,650
(1,434)
(1,005)
––––––––

10,093
(19,126)
––––––––

3,582
–
––––––––

1,015
–
––––––––

14,690
(19,126)
––––––––

(3,479)
–
––––––––

11,211
(19,126)
––––––––

(9,033)

3,582

1,015

(4,436)

(3,479)

(7,915)

17,832

20,611

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––
–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––
119,745

158,188

1,414

7,133
––––––––
166,735

Total assets
Other segment information
Capital expenditure
– Acquisition of subsidiaries
– Property, plant & equipment
– Intangible assets

159,602

––––––––
–
1,671
239

1,751
123
206

–
69
596

1,751
1,863
1,041

–
–
–

1,751
1,863
1,041

Commercial
and specialist
staffing
£000

Healthcare
staffing
£000

Vendor
procurement
– UK
£000

Operations
Total
£000

Corporate
costs
– UK
£000

Group
Total
£000

445,521

83,908

4,444

533,873

–

533,873

Year ending 31 December 2006 – restated

Revenue
Result
Segment result before
depreciation and amortisation
Depreciation
Amortisation
Segment result/operating
profit/(loss)
Assets
Segment assets

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––
8,765
(1,379)
(898)
––––––––

2,749
(142)
(182)
––––––––

1,131
(18)
(19)
––––––––

12,645
(1,539)
(1,099)
––––––––

(2,914)
–
–
––––––––

6,488

2,425

1,094

10,007

(2,914)

127,203

12,081

12,116

151,400

1,438

7,093

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––
–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––

Unallocated assets

152,838

3,518
––––––––
156,356

Total assets
Other segment information
Capital expenditure
– Property, plant & equipment
– Intangible assets

9,731
(1,539)
(1,099)
––––––––

––––––––
875
546

160
126
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51
1

1,086
673

–
–

1,086
673

6.

Operating profit from continuing operations
a.

Operating profit from continuing operations has been arrived at after charging/(crediting):
Years ending 31 December
2007
2006
£000
£000
Net foreign exchange gains
Depreciation of property, plant and equipment
Amortisation of intangible assets
Amortisation of prepaid leasehold costs
Minimum lease payments recognised as an operating lease expense
Lease income received from sub-lets
Charge for bad and doubtful trade receivables
Cost of defined contribution pension plans
(Profit)/loss on disposal of property, plant and equipment

b.

(8)
1,434
936
69
8,171
(429)
219
819
(1)

(60)
1,539
1,032
67
9,101
(345)
798
808
6

Auditors remuneration
Years ending 31 December
2007
2006
£000
£000
Fees payable to the auditors for the audit of the Group’s annual
financial statements
Fees payable to the Group’s auditors and their associates for other services:
•
The audit of the Company’s subsidiaries pursuant to legislation
•
Other services supplied pursuant to legislation
•
Taxation services
•
Services relating to corporate finance transactions entered into or
proposed to be entered into by or on behalf of the Company

93
–––––––

96
–––––––

306
59
3

311
79
3

18
–––––––
386
–––––––
479

–
–––––––
393
–––––––
489

–––––––
7.

–––––––

Employment costs
Years ending 31 December
2007
2006
£000
£000

Wages and salaries
Social security costs
Pension costs
Expense of share-based payments (note 24)

61,560
5,065
819
30
–––––––
67,474

Costs of employment

–––––––

59,150
5,117
808
(929)
–––––––
64,146

–––––––

Details for each Director of remuneration, pension entitlement and interests in share capital are set out on page 78 and pages 84
to 88.
Years ending 31 December
2007
2006
Number
Number
Commercial staffing services – UK
Commercial staffing services – US
Healthcare staffing services – UK
Vendor procurement – UK
Corporate staff – UK

941
574
261
64
11
–––––––
1,851

Average number of employees

–––––––
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911
576
265
48
11
–––––––
1,811

–––––––

In addition to the above, the Group employs some of the staff who are supplied to clients and whose costs are part of the
Group’s cost of sales. The average number of full-time equivalents are as follows:
Years ending 31 December
2007
2006
Number
Number
Commercial staffing services – UK
Commercial staffing services – US

12,085
7,562
–––––––
19,647

Average number of employees
8.

–––––––

9,621
8,045
–––––––
17,666

–––––––

Finance income and expense
Years ending 31 December
2007
2006
£000
£000

Total interest income for financial assets not at fair value through the income
statement – bank interest receivable
Net foreign exchange gains on monetary assets and liabilities
Unrealised gain on investments designated as held at fair value through
the income statement
Finance income

273
13

234
32

109
–––––––
395

56
–––––––
322

–––––––

–––––––

2,578
1,615
11
491
213
–––––––
4,908
38
140
–––––––
5,086

3,994
757
22
–
125
–––––––
4,898
166
–
–––––––
5,064

Years ending 31 December
2007
2006
£000
£000

Loan notes
Revolving credit facilities
Finance charges payable under finance lease contracts
Bank loans and overdrafts
Other interest payable
Total interest payable for financial liabilities not at fair value through the income statement
Unwinding of discount on Workers’ compensation provision (note 22)
Fair value charge on derivative financial instruments classified as held for trading (note 20)
Finance expense
9.

–––––––

–––––––

Exceptional items
•

Impairment of goodwill
An impairment charge of £19,126,000 has been recognised in the consolidated income statement for the year
following a review of the US business, its medium-term economic outlook and increases in the cost of capital
(note 13).

•

Finance expense on early redemption of loan note
On 30 May 2007 and 3 July 2006, the Company redeemed £15 million and £10 million, respectively, of its £45
million 10 per cent. Guaranteed Loan Notes due 2011. The redemption in 2007 was funded by three-year bank
term loans and increased borrowings from the Group’s existing senior lenders. The redemption in 2006 was
funded by an increase in revolving credit facilities. The one-off costs attributable to these early redemptions,
£933,000 (2006: £650,000), have been shown on a separate line of the consolidated income statement.
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10.

Taxation
(a)

Tax (credited)/charged in the income statement
2007
£000
Current income tax
UK Corporation tax on profits of the period
Adjustments in respect of previous periods
Foreign tax in the period
Adjustment to Foreign tax in respect of previous periods
Total current income tax
Deferred tax credit – recognition of assets not previously recognised
Total tax (credit)/charge in the income statement

12
(170)
––––––
(158)
17
–
––––––
(141)
(955)
––––––
(1,096)

––––––

2006
£000
–
–
––––––
–
8
–
––––––
8
–
––––––
8

––––––

No current or deferred tax has been charged or credited in the consolidated statement of changes in equity in
either period.
(b)

Reconciliation of the total tax charge
The average effective tax rate of 8.1 per cent. (2006: 0.5 per cent. as restated) can be reconciled to the standard
UK corporation tax rate of 30.0 per cent. as follows:
2007
%
Tax credit at UK standard rate
Differences in tax rates in other countries
Foreign taxes in the period
Expenses not deductible for tax purposes
Recognition of deferred tax asset on losses in respect of previous periods
Movement in other deferred tax asset not recognised
Adjustments in respect of previous periods
Effective total tax rate

(c)

30.0
11.6
(0.2)
(2.1)
7.1
(39.5)
1.2
––––––
8.1

––––––

2006
restated
%
30.0
(9.8)
0.5
(4.8)
–
(15.4)
–
––––––
0.5

––––––

Deductible temporary differences
The Group has deductible temporary differences relating to provisions and deferred capital allowances of
£55,116,000 (2006: £41,015,000). Deferred tax assets have not been recognised in respect of these temporary
differences as they have arisen in subsidiaries that have been loss-making for tax purposes for some time. They
have no expiry date.

(d)

Tax losses
The Group has tax losses that arose in the UK of £56,382,000 (2006: £61,415,000 as restated) and tax losses
that arose in the USA of £95,296,000 (2006: £96,603,000) that are available for offset against future taxable
profits of the companies in which the losses arose. There is no expiry date on the UK losses but the US losses
expire between 2018 and 2027. Deferred tax assets of £955,000 (2006: £nil) have been recognised in respect
of the former as they are in companies that are now trading profitably. Deferred tax assets have not been
recognised in respect of the remaining losses as they may not be used to offset taxable profits elsewhere in the
Group and they have arisen in subsidiaries that have been loss-making for tax purposes for some time. There
are no significant temporary differences associated with the Group’s investment in subsidiaries.

11.

Earnings/(loss) per share

Basic earnings per share amounts are calculated by dividing the profit for the year attributable to the equity holders of the
Company by the weighted average number of ordinary shares outstanding during the year.
Diluted earnings per share amounts are calculated on the same basis but after adjusting the denominator for the effects of
dilutive options. The only potentially dilutive shares arise from the share options issued by the Group under its share-based
compensation plans (described in note 2(q)). Details of the options outstanding at the balance sheet date are given in note 24.
The weighted average number of shares in 2007 is 1,075,728,442 (2006: 1,074,625,900) excluding the shares owned by the
Corporate Services Group Employee Share Trust. The weighted average shares for the diluted loss per share is the same as for
the basic loss per share as the effect of including the share options would be anti-dilutive by increasing the loss per share.
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There are 3,593,930 dilutive share options as at 31 December 2007 (2006: 7,254,270), therefore the fully diluted weighted
average number of shares in 2007 is 1,079,322,372 (2006: 1,081,880,170) excluding the shares owned by the Corporate
Services Group Employee Share Trust. This fully diluted number of shares leads to no effective change to the earnings per
share figures. A weighted average total of 22,859,560 (2006: 67,036,046) options have been excluded from the diluted earnings
per share calculation either because their exercise price was in excess of the average market price, or the conditions on the
options were such that they did not qualify to be brought into the calculation.
The calculations of (loss)/earnings per share are based upon the following consolidated income statement data:
(Loss)/profit for the year
Years ending 31 December
2007
2006
Restated
£000
£000
Basic and diluted
(Loss)/profit for the year
Other expense – impairment
Other expense – finance expense
on early redemption of loan notes
Adjusted profit for the year
12.

(12,443)
19,126
933
–––––––
7,616

1,693
–
650
–––––––
2,343

(Loss)/earnings per share
Years ending 31 December
2007
2006
Restated
Pence
Pence
(1.16)
1.78
0.08
–––––––
0.70

0.16
–
0.06
–––––––
0.22

–––––––

–––––––

–––––––

–––––––

Freehold
property
£000

Furniture,
Fixtures and
fittings
£000

Computer
equipment
£000

Total
£000

Property, plant and equipment

Net carrying value – 1 January 2006

–––––––

–––––––

–––––––

–––––––

Cost – 1 January 2006
Foreign exchange
Additions
Disposals

226
(9)
–
–
–––––––
217
–––––––
64
(8)
3
–
–––––––
59
–––––––
158

9,583
(350)
828
(304)
–––––––
9,757
–––––––
5,285
(288)
898
(295)
–––––––
5,600
–––––––
4,157

13,470
(90)
312
(103)
–––––––
13,589
–––––––
12,478
(64)
638
(99)
–––––––
12,953
–––––––
636

23,279
(449)
1,140
(407)
–––––––
23,563
–––––––
17,827
(360)
1,539
(394)
–––––––
18,612
–––––––
4,951

Cost – 31 December 2006
Depreciation – 1 January 2006
Foreign exchange
Charge for the year
Disposals
Depreciation – 31 December 2006

162

4,298

992

5,452

Net carrying value – 31 December 2006

–––––––

–––––––

–––––––

–––––––

Cost – 1 January 2007
Foreign exchange
On acquisition
Additions
Disposals

217
(1)
–
–
–
–––––––
216
–––––––
59
(1)
–
3
–
–––––––
61
–––––––
155

9,757
(43)
5
1,072
(189)
–––––––
10,602
–––––––
5,600
(40)
4
861
(188)
–––––––
6,237
–––––––
4,365

13,589
(9)
49
805
(6)
–––––––
14,428
–––––––
12,953
(7)
33
570
(4)
–––––––
13,545
–––––––
883

23,563
(53)
54
1,877
(195)
–––––––
25,246
–––––––
18,612
(48)
37
1,434
(192)
–––––––
19,843
–––––––
5,403

Cost – 31 December 2007
Depreciation – 1 January 2007
Foreign exchange
On acquisition
Charge for the year
Disposals
Depreciation – 31 December 2007
Net carrying value – 31 December 2007

–––––––

–––––––

–––––––

–––––––

Included in furniture, fixtures and fittings above are assets held under finance lease with a net book value of £36,281 (2006:
£149,652).
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13.

Goodwill
As at 31 December
2007
2006
£000
£000

Carrying value – 1 January

44,331

50,246

–––––––

–––––––

Cost – 31 December

–––––––

–––––––

Provision – 1 January
Impairment charged to income statement in year

–
(19,126)
–––––––
(19,126)

–
–
–––––––
–

Cost – 1 January
Foreign exchange
Acquisition of subsidiaries (note 4)

44,331
(849)
1,592
–––––––
45,074

Provision – 31 December

–––––––
–––––––

Carrying value – 31 December

25,948

50,246
(5,915)
–
–––––––
44,331

–––––––
–––––––

44,331

Goodwill acquired through business combinations has been allocated for impairment testing purposes to two principal cashgenerating units, which are also reporting segments, as follows:
•

US commercial staffing business

•

UK healthcare staffing business

These represent the lowest level within the Group at which goodwill is monitored for internal management purposes.
The carrying amount of goodwill allocated to cash generating units at 31 December is:

US commercial staffing
UK healthcare staffing

2007
£000

2006
£000

23,113
2,835
–––––––
25,948

43,088
1,243
–––––––
44,331

–––––––

–––––––

US commercial staffing
The recoverable amount for the US Commercial staffing business has been determined based upon a value-in-use calculation
using cash flow projections based on financial budgets approved by the Board covering the next two years. The discount rate
applied to the cash flow projections is 14.0 per cent. (2006: 10 per cent.) and cash flows beyond the two-year period have been
extrapolated using a 2.0 per cent. growth rate (2006: 3.5 per cent.).
Key assumptions
The key assumptions are based upon a combination of market data tempered by our own historical experience. The calculation
of value in use is most sensitive to the following assumptions:
•

Gross margin

•

Discount rate

•

Growth rate used to extrapolate beyond the budget period

Gross margin is based on the average margin achieved in the two years preceding the start of the budget period. These have
been increased modestly over the budget period for anticipated changes to business mix.
Discount rate reflects the Directors estimate of an appropriate market rate of return taking into account the relevant risk factors;
this has been adjusted to reflect the downturn in economic conditions in the second half of 2007 with the US sub-prime lending
crisis and the resulting difficult borrowing climate.
Growth rate assumptions are based upon the long-term average growth rate of the US economy. Management recognises that
the Commercial staffing market growth rates fluctuate both above and below this rate. In recognition of the current US
economic climate the growth rate in the short to medium term has been lowered from the previously held long-term rate as
time will be required for rates to trend towards the average for the economy as a whole.
Sensitivity to changes in assumptions
The impairment calculation is sensitive to changes in the above assumptions, if the total gross margin of the business was to
fall below forecast levels or if the cost of capital were to exceed 14 per cent. then a further impairment charge may be required.
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Acquisitions during the year
The recoverable amounts for the businesses acquired during the year have been determined based upon value-in-use
calculations for each business using cash flow projections based on financial budgets approved by the Board covering the next
two years. The discount rate applied to the cash flow projections is 10 per cent. and cash flows beyond the two-year period
have been extrapolated using a 2.5 per cent. growth rate that is the same as the long-term growth rate of the UK healthcare
market.
Key assumptions
The calculation of value in use is most sensitive to the following assumptions:
•

Gross margin

•

Discount rate

•

Growth rate used to extrapolate beyond the budget period

Gross margin is based on the average margin achieved in the two years preceding the start of the budget period. These have
been increased modestly over the budget period for anticipated changes to business mix.
Discount rate reflects the Directors estimate of an appropriate market rate of return taking into account the relevant risk factors.
Growth rate assumptions are based upon the long-term average growth rate of the UK healthcare market. Management
recognises that the healthcare market growth rates fluctuate both above and below this rate, however, believe that in the longterm these rates will trend towards the average.
Sensitivity to changes in assumptions
The impairment calculation is not sensitive to changes in the above assumptions, even if the total gross margin of the business
was to fall by more than 40 per cent. or if the cost of capital were to exceed 25 per cent. then the value in use would exceed
the carrying amount.
14.

Other intangible assets
Software
£000

Net carrying value – 1 January 2006

–––––––

Cost – 1 January 2006
Foreign exchange
Additions
Disposals

9,536
(660)
673
(4)
–––––––
9,545
–––––––
7,392
(531)
1,032
(4)
–––––––
7,889
–––––––
1,656

2,144

Cost – 31 December 2006
Amortisation – 1 January 2006
Foreign exchange
Charge for the year
Disposals
Amortisation – 31 December 2006
Net carrying value – 31 December 2006

–––––––

Cost – 1 January 2007
Foreign exchange
Additions

9,545
(97)
1,041
–––––––
10,489
–––––––
7,889
(78)
936
–––––––
8,747
–––––––
1,742

Cost – 31 December 2007
Amortisation – 1 January 2007
Foreign exchange
Charge for the year
Amortisation – 31 December 2007
Net carrying value – 31 December 2007

–––––––

Included in additions for the year ended 31 December 2007, is software development costs of £790,000 (2006: £314,000)
which have been capitalised at cost. These costs have been assessed as having a finite life of between 3 and 5 years (2006: 3
years) and are amortised, from the date the software is available for use, on a straight-line basis over this period.
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15.

Financial assets
As at 31 December
2007
2006
£000
£000

Financial assets – non-current
Available for sale investments
Marketable investments designated at fair value through the income statement

Other financial assets (loans and receivables) – non-current
Restricted access bank accounts
Deposits with non-financial institutions

83
2,137
–––––––
2,220
–––––––

83
1,677
–––––––
1,760
–––––––

1,599
1,000
–––––––
2,599
–––––––
4,819

2,023
1,199
–––––––
3,222
–––––––
4,982

–––––––

–––––––

Financial assets include:
•

The available for sale investments represent 4.65 per cent. (2006: 4.65 per cent.) of the share capital of Clear
Technology Inc., an unlisted company incorporated in the United States. A review of the carrying value of this
investment in December 2004 indicated the need for impairment to the carrying value. Previous positive trading
projections had not materialised and it was therefore decided to write down the value to the Group’s share in the net
assets of the company. In the absence of a readily available market price, this was considered to be the best estimate
of the fair value of the investment.

•

The marketable investments at fair value through the income statement represent investments held in Trust on behalf
of certain US employees (see note 2(q)). The plan allows certain key employees to defer receipt of a portion of their
compensation. These deferred compensation liabilities are funded by making contributions into a Trust. Employees
entitlement is limited to the market value of the fund. Investments in the Trust comprise shares in US mutual funds. At
31 December 2007 these investments have been adjusted to the market value of £2,137,000 (2006: £1,677,000). This
movement is matched by an equivalent movement in other payables as disclosed in note 18.

•

The restricted access bank account represents funds deposited into an escrow account under the self-insurance
arrangements for US workers compensation.

•

Deposits with non-financial institutions represent amounts held by suppliers, customers and landlords as security for
provision of facilities and services.

16.

Trade and other receivables
As at 31 December
2007
2006
£000
£000

Trade receivables – current (note 2 (j))
Other receivables – current
Prepayments and accrued income – current

113,592
620
7,183
–––––––
121,395

–––––––

90,686
388
5,505
–––––––
96,579

–––––––

•

80.75 per cent. (2006: 80 per cent.) of trade receivables are subject to revolving credit arrangements under which the
Group is entitled to receive a substantial proportion of the receivable balance shortly after they have been invoiced. The
Group retains the credit risk (note 29).

•

Trade receivables also includes the gross receivable of £19,641,000 (2006: £11,766,000 as restated) under mastervendor agency arrangements in the UK where the Group only recognises the management fee element of the receivable
as revenue –– Note 2(s).
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As at 31 December trade receivables at a nominal value of £1,043,000 (2006: £1,698,000) were impaired and fully provided
for. The principal factor considered in calculating the impairment is the aging of the receivable balance. Movements in the
provision for impairment of receivables were as follows:
2007
£000
Balance at 1 January
Foreign exchange
Charge for the year
Amounts written off
Unused amounts reversed

1,698
(12)
219
(786)
(76)
–––––––
1,043

Balance at 31 December

2006
£000
1,472
(83)
798
(449)
(40)
–––––––
1,698

–––––––

–––––––

2007
£000

2006
£000

86,813
22,719
3,609
651
250
593
–––––––
114,635

70,543
14,988
4,013
1,073
1,123
644
–––––––
92,384

As at 31 December the aging analysis of trade receivables is as follows:

Neither past due nor impaired
Past due but not impaired:

< 30 days
30 – 60 days
60 – 90 days
90 – 120 days
>120 days

Total
17.

–––––––

–––––––

Cash and cash equivalents

For the purpose of the consolidated cash flow statement cash and cash equivalents comprise the following at 31 December:
As at 31 December
2007
2006
£000
£000
Cash at hand and in bank
Bank overdraft (note 19)

6,178
(2,343)
–––––––
3,835

Cash and cash equivalents

–––––––

3,518
(479)
–––––––
3,039

–––––––

Details of interest rates and deposit terms are given in note 29.
18.

Trade and other payables
As at 31 December
2007
2006
£000
£000

Trade payables – current
Other tax and social security costs – current
Other creditors and accruals – current

46,799
20,004
24,347
–––––––
91,150

–––––––

33,445
15,937
21,311
–––––––
70,693

–––––––

Trade creditors include amounts payable under master-vendor arrangements and are related to certain of the trade receivables
– Note 16. Arrangements are such that the payable amount is not due by the Group until a few days after receipt of the
receivable.
Included in other creditors and accruals are:
•

£2,137,000 (2006: £1,677,000) in respect of liabilities accruing to certain US employees in respect of a deferred
compensation plan. These amounts are payable to members of the plan on retirement.

•

£253,000 (2006: £119,000) for contributions due to be made to defined contribution pension schemes on behalf of
certain employees of the Group.

Terms and conditions of the above financial liabilities:
•

Trade payables are non-interest bearing and are normally settled within one month from the end of the month of
invoice.

•

Other tax and social security costs are non-interest bearing and are normally settled within one month.

•

Other creditors and accruals are non-interest bearing and have an average term of three months.
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19.

Bank overdrafts and short term borrowings
As at 31 December
2007
2006
£000
£000

Bank overdrafts – secured
Financial liabilities measured at amortised cost:
Revolving credit borrowings – secured
Bank loans < 1 year – secured
Finance lease obligations < 1year – note 26

2,343

479

25,871
737
50
–––––––
29,001

21,111
–
78
–––––––
21,668

–––––––

–––––––

Details of the security arrangements are given in note 29.
20.

Other financial liabilities
As at 31 December
2007
2006
£000
£000

Derivative financial liability on interest rate collar at fair value through the income statement
21.

140

–––––––

Long-term Borrowings
Effective
interest rate

Maturity

10 %

29 April 2011

Financial liabilities measured at amortised cost:
Guaranteed secured loan note
Bank loans > 1 year – secured
Finance lease obligations > 1year – note 26

As at 31 December
2007
2006
£000
£000
19,793
12,033
26
–––––––
31,852

–––––––
•

–

–––––––

34,529
–
57
–––––––
34,586

–––––––

The 10 per cent. guaranteed secured loan notes are repayable in 2011. The notes may be redeemed at the option of the
Company at 105 per cent. of their principal amount. The notes are secured by subordinated guarantees from the
Company’s principal operating subsidiaries, and also subordinated security interest over the present and future assets
of the Company and its principal operating subsidiaries.
On 30 May 2007 and 3 July 2006 the Company redeemed £15 million and £10 million, respectively, of the notes at the
price of 105 per cent. of their principal amount.

•

Bank loans consist of
–

A three-year term loan of £10 million, repayable in a single payment in April 2010 which attracts interest at
1.8125 per cent. over UK LIBOR, and

–

A three-year term loan of $6.5m (£3.25 million), repayable by equal monthly instalments of $125,000 up to
May 2010 with the balance due on 3rd anniversary; the loan attracts interest at 0.75 per cent. over US Prime
rate.

Details of the security arrangements are given in note 29.
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22.

Provisions

Current – 31 December 2006
Non-current – 31 December 2006

Vacant
properties
£000

Workers
compensation
£000

Total
£000

521
641
–––––––
1,162

1,598
1,601
–––––––
3,199

2,119
2,242
–––––––
4,361

1,162
–
894
(756)
(471)
–
–––––––
829

3,199
(66)
1,501
(2,313)
–
38
–––––––
2,359

4,361
(66)
2,395
(3,069)
(471)
38
–––––––
3,188

–––––––

At 1 January 2007
Foreign exchange
Charged to income in the year
Utilised during the year
Released during the year
Unwinding of discount (note 8)

–––––––

–––––––

At 31 December 2007

–––––––

–––––––

–––––––

Current – 31 December 2007
Non-current – 31 December 2007

782
47
–––––––
829

1,223
1,136
–––––––
2,359

2,005
1,183
–––––––
3,188

–––––––

–––––––

–––––––

Vacant properties
When a property ceases to be used for the purposes of the business, provision is made to the extent that the recoverable amount
of the interest in the property is expected to be insufficient to cover the future obligations relating to the lease. A provision is
made in respect of the expected holding costs to the estimated disposal dates on vacant properties under leases with a weighted
average period until settlement of 1.3 years (2006: 4.6 years).
Workers compensation
The US operations maintain insurance policies with significant excesses, below which claims are borne by the operations.
Provision is made for estimated costs of claims or losses arising from past events.
The level of provision made is based upon independent actuarial estimates, obtained at least twice yearly. These estimates take
into account the ultimate cost, less amounts paid to date, in respect of accidents occurring between March 1993 and December
2007, the period covered by these self-insurance arrangements. An allowance is made for claims incurred but not reported in
line with standard actuarial practice.
The provision is for known claims as at the year-end date; these are expected to be settled between one and five years.
23.

Issued share capital

1 January 2006
Exercise of options
31 December 2006
Exercise of options
31 December 2007

Number of
issued
shares
Thousands

Issued
share
capital
£000

Share
premium
account
£000

1,075,208
450
–––––––––
1,075,658
1,558
–––––––––
1,077,216

10,752
5
–––––––––
10,757
15
–––––––––
10,772

280,735
18
–––––––––
280,753
63
–––––––––
280,816

–––––––––

–––––––––

–––––––––

Own
shares
£000
(746)
–
–––––––––
(746)
–
–––––––––
(746)

–––––––––

Total
share
capital
£000
290,741
23
–––––––––
290,764
78
–––––––––
290,842

–––––––––

The total authorised number of shares at both 31 December 2007 and 2006 is 1,132,826,031 ordinary shares of 1 penny each
and 274,130,441 deferred shares of 9 pence each. All issued shares are fully paid.
Own shares
At 31 December 2007 and 31 December 2006 1,000,000 ordinary shares of 1p each in the capital of the Company were held
by Spread Trustee Company Limited in its capacity as trustee to The Corporate Services Group Employee Share Trust (“The
Trust”). The acquisition of the shares was funded by a loan from the Company to the Trust. At 31 December 2007 the shares
had a market value of £20,300 (2006: £77,900).
The Trust is a discretionary trust for the benefit of employees of the Group. Under the terms of the Trust, the trustee is
empowered to purchase shares in the Company with funds either contributed or loaned by companies within the Group or
borrowed externally and guaranteed by companies in the Group. The trustee will use any shares acquired for the benefit of
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employees and former employees and their dependants specifically in conjunction with employee share schemes operated by
the Company.
All costs and income of the Trust are charged or credited to the Group profit and loss account as they accrue.
24.

Share based compensation – employee share incentive plans

Share option schemes
The Group has operated share option schemes for a number of years. Options have been granted under:
The Corporate Services Group plc – 1995 scheme
The Corporate Services Group plc – No. 1 Executive share option scheme 2000
The Corporate Services Group plc – No. 2 Executive share option scheme 2000
Options granted under the 1995 and 2000 schemes prior to April 2003 vested three years from the date of grant and had a
subsequent life of seven years. These grants of options required continuation of employment and would only vest if the Group’s
share price achieved a set target each year, all options would be settled in equity when exercised. The options were all granted
before 7 November 2002 and are not, therefore, required to be accounted for in accordance with IFRS 2.
Options granted under the 2000 schemes between 4 April 2003 and17 July 2004 were granted such that a proportion of the
award vested in each of four years beginning with the period starting one year after date of grant, but dependent on the
Company achieving certain share price targets each year. On 23 September 2005 the targets were amended in respect of the
majority of the members of the scheme from a share price base to an earnings per share (“eps”) base. Options under these
schemes granted after 17 July 2004 were granted such that a proportion of the award vested in each of three years beginning
with the period starting one year after date of grant, but dependent on the Company achieving eps targets. The options are
settled in equity once exercised.
No options were granted in 2007, the weighted average fair value of the options granted at the date of grant in 2006 was 1.07p.
Further, 1,558,000 (2006: 450,000) options were exercised during the year and ordinary shares of 1 penny were issued, with a
total cash consideration of £77,900 (2006: £22,500) received by the Group.
The Corporate Services Group plc – Long term incentive plan 2005 (LTIP)
Grants under the LTIP scheme vest over three annual periods beginning with the year ended 31 December 2005 and ending
with the year ended 31 December 2007. The exercise period commenced with the achievement of the individual annual or
cumulative targets measured on publication of the Group’s preliminary statements and expires 12 months from the end of the
final annual period concerned.
The awards under the LTIP were cancelled on 19 October 2006 and 23 January 2007 and were replaced by annual bonus
schemes, which are not a share based payment arrangement. No options under this scheme have vested, the scheme is
cancelled, and no charge or credit has been made to the income statement relating to these options during 2007. In 2006,
£1,019,000 of the amount previously charged relating to the LTIP’s was credited back to the income statement due to a revision
of the likelihood of achieving the underlying eps targets and were therefore no longer expected to vest.
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Consolidated income statement
The proportionate fair value of options from date of grant to vesting date that have been expensed to the consolidated income
statement during the year is £30,000 (2006: £90,000).
At the end of the year options under the schemes were outstanding as follows:
Date of
grant

Exercise
price
Pence

Exercise period

Not subject to IFRS 2
The Corporate Services Group PLC – 1995 Scheme
16.07.99
16 July 2002 to 15 July 2009
104.76p
The Corporate Services Group plc No. 1 Executive Share Option Scheme 2000
21.05.02
21 May 2005 to 20 May 2012
38.75p
The Corporate Services Group PLC No. 2 Executive Share Option Scheme 2000
27.06.00
27 June 2003 to 26 June 2010
100.66p
18.07.00
18 July 2003 to 17 July 2010
102.00p
26.09.00
26 September 2003 to 25 September 2010
84.00p
30.05.02
30 May 2005 to 29 May 2012
38.50p

Subject to IFRS 2
The Corporate Services Group plc No. 1 Executive Share Option Scheme 2000
04.04.03
04 April 2004 to 03 April 2013
5.00p
17.05.04
17 May 2005 to 16 May 2014
11.60p
07.03.06
07 March 2007 to 06 March 2016
9.65p
The Corporate Services Group PLC No. 2 Executive Share Option Scheme 2000
04.04.03
04 April 2004 to 03 April 2013
5.00p
17.05.04
17 May 2005 to 16 May 2014
11.60p
23.09.05
23 September 2006 to 22 September 2015
9.30p
07.03.06
07 March 2007 to 06 March 2016
9.65p
The Corporate Services Group plc Long term incentive plan 2005
23.09.05
See above
1.00p

2007
Number of
shares

2006
Number of
shares

550,535

806,139

1,440,000

1,872,000

53,396
243,526
84,795
96,000
––––––––––
2,468,252

70,781
343,774
87,562
96,000
––––––––––
3,276,256

––––––––––

––––––––––

2,109,000
222,413
1,074,137

3,354,000
543,102
1,911,206

17,011,200
207,587
510,000
5,084,197

27,811,000
506,898
1,183,333
8,426,294

–
––––––––––
26,218,534
––––––––––
28,686,786

5,000,000
––––––––––
48,735,833
––––––––––
52,012,089

––––––––––

––––––––––

No options were granted in 2007, the fair values of share option grants made in 2006 were estimated using a binomial model.
The significant inputs into the model were:
2006
Dividend yield
Expected volatility*
Historical volatility
Risk-free interest rate
Expected life of options (years)*
Weighted average share price (pence)
*

0%
8.9%
8.9%
4.5%
2.25
9.65

The expected life of the options is based upon historical data and is not necessarily indicative of exercise patterns that may
occur. The expected volatility reflects the assumption that the historical volatility is indicative of future trends, which may
not necessarily be the actual outcome.
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The following table illustrates the number and weighted average exercise prices of share options outstanding at the end of the
year.
2007
Average
exercise
price
Pence
Outstanding at 1 January
Granted
Cancelled
Lapsed
Exercised

9.50
–
1.00
9.66
5.00

2006

Options
Thousands

Outstanding at 31 December

11.13

52,012
–
(5,000)
(16,767)
(1,558)
–––––––
28,687

Exercisable at 31 December

10.24

11,479

–––––––
–––––––

Average
exercise
price
Pence

Options
Thousands

5.90
9.65
1.00
7.47
5.00
9.50

83,812
10,337
(33,000)
(8,687)
(450)
–––––––
52,012

19.27

14,528

–––––––
–––––––

Included in the opening and closing balances are options over 3,276,256 and 2,468,252 shares respectively, that have not been
recognised in accordance with IFRS 2 as the options were granted before 7 November 2002. These options have not been
subsequently modified and are therefore not required to be accounted for in accordance with IFRS 2.
The weighted average share price on the date of exercise for the options exercised was 8.77p (2006: 9.75p)
For the share options outstanding as at 31 December 2007, the weighted average remaining contractual life is 5.8 years (2006:
6.4 years).
25.

Other reserves

Other
reserve
£000
1 January 2006
Currency translation differences

24,672
–
–––––––
24,672
–
–––––––
24,672

31 December 2006
Currency translation differences
31 December 2007

–––––––

Foreign
currency
translation
reserve
£000
2,431
(7,805)
–––––––
(5,374)
(1,006)
–––––––
(6,380)

–––––––

Total other
reserves
£000
27,103
(7,805)
–––––––
19,298
(1,006)
–––––––
18,292

–––––––

Other reserve
The Other reserve represents a non-distributable profit arising upon the purchase for nil consideration, and cancellation, of
Deferred Shares created as part of the Placing and Open Offer in January 2003.
Foreign currency translation reserve
The foreign currency translation reserve is used to record exchange differences arising from the translation of the financial
statements of foreign subsidiaries.
26.

Commitments and contingencies

Operating lease commitments – Group as lessee
The Group has entered into commercial leases for short leasehold premises, office machinery, computer equipment and motor
vehicles. Due to the nature of the business, where the location of office premises needs to change on a frequent basis, and the
short lived nature of office equipment, computers and motor vehicles, the Group has decided that it is not in its best interest to
purchase these assets.
Office premises are held under non-cancellable operating leases with lives ranging from one to seventeen years. The leases
have various terms, escalation clauses and renewal rights.
Non-cancellable operating leases for other assets have an average life of between one and five years with no renewal terms
included in the contracts.
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The future aggregate minimum lease payments under non-cancellable operating leases are as follows:

Within one year
After one year but not more than five years
More than five years

2007
£000

2006
£000

7,902
18,596
15,377
–––––––
41,875

7,725
19,673
16,648
–––––––
44,046

–––––––

–––––––

Operating lease commitments – Group as lessor
If a property becomes vacant and ceases to be used for the purposes of the business then the Group will seek an exit route from
the property or seek to sub-let the property to a new tenant.
The future aggregate minimum sub-lease receipts expected to be received under non-cancellable sub-leases are as follows:

Within one year
After one year but not more than five years
More than five years

2007
£000

2006
£000

342
555
28
–––––––
925

582
580
29
–––––––
1,191

–––––––

–––––––

Finance lease commitments – Group as lessee
The Group has entered into commercial leases for certain office machinery when it is considered advantageous. Future
minimum lease payments under finance leases and hire purchase contracts together with the present value of the minimum
lease payments are as follows:
2007

Within one year
After one year but not more than five years
Total minimum lease payments
Less finance charges allocated to future periods
Present value of minimum lease payments

2006

Minimum
payments
£000

Present
value of
payments
£000

Minimum
payments
£000

Present
value of
payments
£000

54
30
–––––––
84

50
26
–––––––
76

83
69
–––––––
152

78
57
–––––––
135

8
–––––––
76

–––––––

–––––––

–––––––

17
–––––––
135

–––––––

Capital commitments
At 31 December 2007 the Group has commitments of £301,600 (2006: £108,500) for property, plant and equipment,
principally relating to the refurbishment of various offices; and £98,400 (2006: £nil) for intangible assets, relating to software
developments.
Contingent liabilities
American depository receipts (“ADRs”)
In early 2003, the Company was made aware of the existence of approximately 600 holders of ADRs issued several years ago
in connection with an unsponsored ADR programme for the Group’s shares. While the Company was not involved in the
establishment of this programme, US federal securities laws require that, if the number of US shareholders of a company that
is a foreign private issuer exceeds 300, such company must register with the US Securities and Exchange Commission (“SEC”)
and become subject to the periodic reporting requirements of the Exchange Act or obtain an exemption from registration and
periodic filing within 120 days of the end of the financial year in which the number of US shareholders exceeded 300. The
Company is endeavouring to rely on the exemption from registration and filing although it is not clear when the Company
acquired more than 300 US shareholders because the ADR programme is unsponsored. The Company applied for the
exemption in August 2003. It is possible that the SEC may determine that the exemption is not available to the Company and
require it to become a US reporting company. It is also possible that the SEC might impose a fine on the Company although
the violation of the Exchange Act was inadvertent. Although the Board do not believe that a fine would be material, a
requirement to register under the Exchange Act would involve cost and be time consuming. The Board intends to continue to
comply with the requirements of the exemption.
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27.

Related party disclosures

The consolidated financial statements include those of the holding Company, The Corporate Services Group plc and all of its
subsidiaries, each of which is wholly owned; the principal subsidiaries, each providing staffing services, are listed below:
United Kingdom
ABC Contract Services Limited
Austin Benn Consultants Limited
Blend Recruitment Limited
Blue Arrow Limited
Blue Arrow Care Limited(a) (formerly: Blue Arrow Nursing Care Limited)
Blue Arrow Recruitment Solutions Limited
Blue Arrow Services Limited
Comensura Limited(b)*
Chrysalis Community Care Limited
Medacs Healthcare Services PLC
PRN Recruitment Limited
Translocation UK Limited
United States of America
Corestaff Services LP(c)
Corestaff Support Services Inc.(d)
New Zealand
Medacs Healthcare Limited (previously Acorn Health Link Limited)(e)
*

These companies are owned directly by The Corporate Services Group plc

The Group holds the voting rights of all shares. Shares have a nominal value of £1 per share except as disclosed below.
(a) Deferred shares of £1 and ordinary shares of US $1
(b) ‘A’ ordinary shares of £1
(c) Limited Partnership formed by Group Companies
(address: Suite #300, 1775 St. James Place, Houston, Texas 77056-3416).
(d) Common Stock with no par value
(e) Ordinary shares of NZ$1
Other related party transactions
The Company has undertaken the following transactions with major shareholders and related parties as identified in the
Corporate Governance Statement:
All transactions with each related party were undertaken on commercial terms.
Lord Ashcroft
Through a company in which he has an interest, Lord Ashcroft, at 31 December 2007, exerted control over 29.7 per cent. (31
December 2006: 28.5 per cent.) of the ordinary shares of the Company. Lord Ashcroft also has an interest in the guaranteed
secured loan notes. The only transaction in either 2007 or 2006 directly with Lord Ashcroft was the repayment of a number of
the guaranteed secured loan notes in proportion to the £15 million and £10 million repaid during these years (see note 21 for
further details).
Andrew Wilson, a Non-executive Director of the Company, has certain links with Lord Ashcroft. The only transactions, in
either 2007 or 2006, directly with Mr. Wilson during the year has been the payment of Directors fees as disclosed in the Report
on Directors’ remuneration on page 33. No amounts were due at 31 December 2007 or 31 December 2006.
Compensation of key management personnel of the Group
The Directors have considered the levels of responsibility delegated to senior management of the Group and have concluded that,
in addition to the Directors themselves, disclosure should include the Company Secretary and the US Chief Executive Officer.
2007
£000
Salaries and other short-term employment benefits
Post employment benefits
Termination benefits
Share-based payments

2,214
96
151
–
––––––––
2,461

––––––––
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2006
£000
2,899
65
–
(814)
––––––––
2,150

––––––––

The Directors and all other employees are potential beneficiaries under the Company employee share trust (note 23) and are
therefore treated as interested in the 1,000,000 shares held by the trustees.
28.

Net Debt
1 January
2007
£000

Cash at bank and short-term deposits
3,518
Bank overdrafts
(479)
–––––––––
3,039
–––––––––
Guaranteed secured loan note
(34,529)
Bank loans
–
Finance leases
(135)
Revolving credit
(21,111)
–––––––––
(55,775)
–––––––––
(52,736)

–––––––––

Cash flow
£000

Foreign
exchange
£000

Other
non-cash
changes
£000

2,639
(1,864)
–––––––––
775
–––––––––
15,000
(12,635)
73
(4,760)
–––––––––
(2,322)
–––––––––
(1,547)

21
–
–––––––––
21
–––––––––
–
(7)
–
–
–––––––––
(7)
–––––––––
14

–
–
–––––––––
–
–––––––––
(264)
(128)
(14)
–
–––––––––
(406)
–––––––––
(406)

–––––––––

–––––––––

–––––––––

31December
2007
£000
6,178
(2,343)
–––––––––
3,835
–––––––––
(19,793)
(12,770)
(76)
(25,871)
–––––––––
(58,510)
–––––––––
(54,675)

–––––––––

Non-cash movements
Non-cash movements include £392,000 (2006: £275,000) relating to the amortisation of issue costs relating to the loan notes
and bank term loans (including accelerated amortisation of the £15 million (2006: £10 million) loan note redemption) and
£14,000 (2006: £54,000) relating to the inception of new finance leases on the acquisition of fixtures and fittings during the
year.
29.

Financial risk management objectives and policies

The Group’s principal financial liabilities, other than derivatives, comprise: bank overdrafts, revolving credit facilities, bank
loans, loan notes, finance and operating leases, hire purchase contracts and trade payables. Overdrafts and revolving credit
facilities are used to satisfy short term cash flow requirements. The main purpose of these financial liabilities is to raise finance
for the Group’s operations. The Group also has various financial assets such as investments, trade receivables, cash and short
term deposits which arise directly from operations.
The main risks arising from the Group’s financial instruments are set out below. The Board reviews and agrees policies for
managing each of these risks and these are summarised below.
As a condition of the refinancing the Group has entered into an interest rate collar, the purpose of which is to manage the
interest rate risk arising from the Group’s sources of finance in the form of long term bank loans.
It is, and has been throughout the period under review, the Group’s policy that no trading in financial instruments such as
derivatives shall be undertaken. The Group’s policies with regard to interest rate and foreign exchange contracts is to only
hedge specific risks with a determinable date that arise from operations or financing.
Interest rate risk
A proportion of the Group’s borrowings are at a fixed rate of interest and thus not exposed to cash flow interest rate risk,
however the balance are subject to changes in market interest rates primarily the bank loans (excluding the term loans subject
to a collar) and invoice discounting facilities which are subject to floating rates. The fixed rate borrowing exposes the Group
to fair value risk and the Group could suffer unplanned costs should the debt be restructured or repaid early as part of the
liquidity management process. In contrast, while the floating rate borrowings are not exposed to changes in fair value, the
Group is exposed to cash flow risk as costs increase if market rates rise.
The Group also earns interest on credit bank balances at a floating rate of interest. The Group borrows in desired currencies at
both fixed and floating rates of interest.
The Group’s policy is to manage its interest rate cost using a mix of fixed and variable rate debts; although its long-term
strategy is to repay the fixed-rate loan notes, replacing these with lower cost finance, albeit at floating rates. The Group’s policy
is also to reduce the level of its long term borrowings at fixed rates of interest as and when circumstances allow. To manage
the risks associated with the floating rate borrowings the Group uses a series of short-term interest rate collars whereby the
LIBOR interest rate is capped at 7 per cent. with a floor of 5.59 per cent. for an agreed notional amount for a rolling period of
three months. These collars are not designated for hedge accounting.
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Interest rate risk table
The following table demonstrates the sensitivity to a reasonably (based upon market expectations for the next 12 months)
possible change to interest rates, with all other variables held constant, of the Group’s profit before tax (through the impact of
floating rate borrowings). There is no additional impact on the Group’s equity.
Increase/
(decrease) in
basis points
2007
Sterling
US dollar
2006
Sterling
US dollar

Effect on profit
before tax
£000

+25
–25
+25
–25

72
(72)
6
(6)

+25
–25
+25
–25

16
(16)
7
(7)

Liquidity risk
The Group’s funding strategy is to maintain a balance between continuity of funding and flexibility through the use of cash,
deposits, bank loans, revolving credit facilities, overdrafts, loan notes and leasing contracts. The Group aims to ensure that it
has committed borrowing facilities in place in excess of its peak forecast borrowings for at least the next twelve months. Shortterm flexibility is achieved by the use of deposits and revolving credit facilities.
Under the Group’s revolving credit facilities (invoice discounting) in the UK and the US a total of £60,994,000 (2006:
£49,760,000) was available for drawdown against trade receivable balances at 31 December 2007. The amounts not utilised at
this date was £15,579,000 (2006 £8,048,000) in the UK and $17,692,000 (2006: $13,738,000) in the US. There are restrictions
to the free transfer of funds between the US and UK. Both of these facilities are available until April 2010; however one of
these may be terminated on written notice of three months by either party. The providers may amend the commercial terms of
the facilities at any time.
The table below summarises the maturity profile of the Group’s financial liabilities at 31 December 2007 amd 2006 based on
contractual undiscounted payments. In the table below interest rates on variable rate loans have been based on a forward curve.

31 December 2007
Interest bearing loans and borrowings
Trade and other payables
Derivative financial instrument

On
demand
£000

Less than
3 months
£000

3 to 12
months
£000

1 to 5
years
£000

> 5 years
£000

Total
£000

28,214
–
–
––––––––
28,214

582
83,246
516
––––––––
84,344

1,724
7,613
1,547
––––––––
10,884

12,632
514
24,604
––––––––
37,750

–
–
–
––––––––
–

43,152
91,373
26,667
––––––––
161,192

On
demand
£000

Less than
3 months
£000

3 to 12
months
£000

1 to 5
years
£000

> 5 years
£000

Total
£000

21,591
–
–
––––––––
21,591

23
63,128
902
––––––––
64,053

66
7,434
2,707
––––––––
10,207

63
514
46,558
––––––––
47,135

–
–
–
––––––––
–

21,743
71,076
50,167
––––––––
142,986

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––
31 December 2006
Interest bearing loans and borrowings
Trade and other payables
Derivative financial instrument

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––
Credit risk
The risk of financial loss due to a counterparty’s failure to honour its obligations arises principally in relation to transactions
where the Group provides services on deferred terms.

Group policies are aimed at minimising such losses; it only trades with recognised, creditworthy third parties in the UK and
US. It is the Group’s policy that all customers who wish to trade on credit terms are subject to credit verification procedures.
In addition, receivable balances are monitored on an ongoing basis with the result that the Group’s exposure to bad debts is
kept to a minimum. The maximum exposure is the carrying amount as disclosed in note 16.
With respect to credit risk from other financial assets of the Group, which comprise cash and cash equivalents and investments,
the Group’s exposure to credit risk arises from the default of the counter party, with a maximum exposure equal to the carrying
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amount of these assets. These risks are minimised by restricting deposits and investments to those available from wellestablished reputable, financial institutions.
Foreign currency risk
The Group has significant investment in its operations in the United States, the Group’s consolidated balance sheet can be
affected significantly by the movements in the US$/£ exchange rate.
The Group does not hedge against the impact of exchange rate movements on the translation of foreign currency denominated
profits.
Transactional currency exposures across the Group are minimal.
The following table demonstrates the sensitivity to a reasonably possible change in the US dollar exchange rate, with all other
variables held constant, of the Group’s profit before tax (due to changes in the fair value of monetary assets and liabilities).

Increase/
(decrease) in
US dollar rate

Decrease/
(increase) in
loss before
tax
£000

Effect on
equity
£000

2007

+15
–10

1,386
(1,030)

117
(94)

2006

+15
–10

163
(101)

919
(750)

Price risk
The Group has investments in marketable securities and as such is exposed to price risk. These securities are held in Trust on
behalf of certain US employees and the underlying risk is borne by those employees. The Group’s liability is limited to the
market value of the securities.
Capital management
The primary objective of the Group’s capital management is to ensure that it maintains a good credit rating in order to support
its business and maximise shareholder value. No changes were made to the objectives, policies or processes during the years
ended 31 December 2007 and 31 December 2006.
30.

Financial Instruments

Set out below is a comparison by category of the carrying amounts and fair values of all the Group’s financial instruments that
are carried in the consolidated balance sheet at other than fair values.

Financial assets
Cash and short-term deposits
Investments
Other financial assets (non-current)
Financial liabilities
Bank overdraft
Short-term borrowings
Long-term borrowings
Loan notes
Finance leases
Other

Carrying
amount
2007
£000

Fair value
2007
£000

Carrying
amount
2006
£000

Fair value
2006
£000

6,178
2,220
2,599

6,178
2,220
2,599

3,518
1,760
3,222

3,518
1,760
3,222

––––––––

––––––––

––––––––

––––––––

2,343
26,608
12,033
19,793
76
140

2,343
26,608
12,033
19,793
68
140

479
21,111
–
34,529
135
–

479
21,111
–
36,750
124
–

––––––––

––––––––

––––––––

––––––––

Market values, based on published prices, have been used to determine the fair value of the 10 per cent. guaranteed secured
note due 2011 that is included in the long-term borrowings and the marketable investments included in other financial assets,
although the market for the loan notes is not considered an active one.
Fair value for short term borrowings are equal to book value as they are repayable on demand and are subject to churn over a
period of less than 3 months.
The carrying value of trade receivables less impairment and trade payables are assumed to approximate fair value and are
excluded from the above table.
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Interest rate risk
At 31 December 2007, after taking into account the effect of the interest rate collar, approximately 48.7 per cent. of the Group’s
borrowings are at fixed rates of interest (2006: 61.6 per cent.).
The following table sets out the carrying amount, by maturity, of the Groups financial instruments that are exposed to interest
rate risk.
Year ended 31 December 2007

Fixed rate
Guaranteed secured loan notes
Finance lease obligations
Floating rate
Cash and short-term deposits
Bank overdrafts
Short-term borrowings
Long-term borrowings

Within 1
year
£000

1-2
years
£000

2-3
years
£000

3-4
years
£000

4-5
years
£000

More than
5 years
£000

Total
£000

–
50
–––––––

–
24
–––––––

–
2
–––––––

19,793
–
–––––––

–
–
–––––––

–
–
–––––––

19,793
76
–––––––

–
–
–
737

–
–
–
11,296

–
–
–
–

–
–
–
–

–
–
–
–

(6,178)
2,343
25,871
737

(6,178)
2,343
25,871
12,770

––––––– ––––––– ––––––– ––––––– ––––––– ––––––– –––––––

Included in short term borrowings are US$ denominated bank loans of £3,194,000 ($6,379,000).
Year ended 31 December 2006

Fixed rate
Guaranteed secured loan notes
Finance lease obligations
Floating rate
Cash and short-term deposits
Bank overdrafts
Short-term borrowings

Within 1
year
£000

1-2
years
£000

2-3
years
£000

3-4
years
£000

4-5
years
£000

More than
5 years
£000

Total
£000

–
78
–––––––

–
42
–––––––

–
15
–––––––

–
–
–––––––

34,529
–
–––––––

–
–
–––––––

34,529
135
–––––––

–
–
–

–
–
–

–
–
–

–
–
–

–
–
–

(3,518)
479
21,111

(3,518)
479
21,111

––––––– ––––––– ––––––– ––––––– ––––––– ––––––– –––––––

•

The effective interest rate on bank balances and other short-term deposits was between 1.5 per cent. and 0.95 per cent.
(2006: between 1.5 per cent. and 0.95 per cent.) below UK base rates. US deposit interest rates ranged between 3.5 per
cent. and 4.0 per cent. (2006: between 3.5 per cent. and 4.0 per cent.) below US prime rate.

•

Bank overdrafts are secured by cross guarantees across all major UK trading subsidiaries. Overdraft interest is charged
at 3 per cent. (2006: 3 per cent.) over base rate, charged monthly in arrears.

•

Bank loans and revolving credit borrowings are secured by a guarantee and debenture with fixed charge over certain
assets of the Company and the subsidiary undertakings concerned plus a floating charge over all other assets of the
Company and those subsidiary undertakings, supported by a cross guarantee given by the Company and the various
subsidiary undertakings. Borrowings under these facilities incur interest (including margin) between 1.8125 per cent.
over UK LIBOR or 1.5 per cent. over UK base rate (2006: between 1.75 per cent. and 2.5 per cent. over UK base rate)
and between 0 or 0.75 per cent. (2006: 0.75 per cent.) over Prime rate in the USA and is charged monthly in arrears
(note 29).

Hedging activities
In 2007 the Group has undertaken hedging activities in regard to an interest rate collar in order to limit its exposure to
fluctuations in LIBOR rates. This has not been accounted for as a hedge.
There were no hedging activities in 2006.
Collateral pledged
The self-insured workers compensation liability described in note 22 is covered by insurers on the basis that collateral is
provided sufficient to cover all potential claims. This collateral takes two forms;
•

£6.2 million – $12.3 million (2006: £7.2 million – $14.0 million) in the form of letters of credit drawn upon the
revolving credit facility in the USA, and

•

£1.6 million – $3.2 million (2005: £2.0 million – $4.0 million) in the form of cash deposits, shown on the balance sheet
as non-current other financial assets (note 15).
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Extract from CSG Group Annual Report and Audited Accounts for year ended
31 December 2006

Overview 2006
We are delighted to report a profit of £2.3 million for 2006 following on from the Group’s return to operating
profit last year. This is the first profit the Group has made since 2000. The philosophical and structural
changes put in place at the beginning of 2005 continue to work well and are reflected in the improved results.
The focus for the last two years has been on increasing our operational performance as we were firmly of
the view that the Group’s issues were internal ones. We are pleased to report that over the last two years all
of the £13.9 million increase in gross profit has been delivered to the bottom line. This increase in operational
performance has resulted in an EBITDA return on sale of 1.9 per cent. for 2006 with a return of 2.6 per cent.
in the second half. The Group continues to make progress towards its aim of achieving a 3.5 per cent.
EBITDA return on sales during 2007. On behalf of the Board, I wish to thank our staff for all their hard work
and enthusiasm in helping to turn the fortunes of the CSG around.
Financial results
Year ended 31 December

Turnover
Gross profit
Temporary Staffing
Permanent Staffing
Procurement
Administrative expenses
EBIT
Gross profit percentage
EBITDA return on sale
Conversion rate (EBIT)
Temporary margin
Permanent fees % GP

2006
£m

2005
£m

Growth
%

534.5

524.0

2.0

88.0
12.3
5.1
105.4
97.7
7.7
19.7%
1.9%
7.3%
17.0%
11.7%

83.2
10.9
2.6
96.7
96.5
0.2
18.5%
0.6%
0.2%
16.3%
11.3%

5.8
13.6
93.8
9.0
1.2

Turnover for the year increased 2.0 per cent. to £534.5 million (2005: £524.0 million). Changes in turnover
include: an increase of 9.4 per cent. in UK commercial/specialist staffing; an increase of 93.8 per cent. in
UK procurement; an improvement of 2.9 per cent., measured in local currency, in US commercial/specialist
staffing operations; offset by a decrease of 17.1 per cent. in UK healthcare staffing.
Gross profit increased 9.0 per cent. to £105.4 million (2005: £96.7 million) reflecting growth of 5.8 per cent.
in temporary staffing, 13.6 per cent. in permanent staffing and 93.8 per cent. in procurement. Permanent fees
comprise 11.7 per cent. (2005: 11.3 per cent.) of gross profit. Overall, the Group’s gross profit margin
percentage increased 120 basis points to 19.7 per cent. (2005: 18.5 per cent.) with the margin on temporary
assignments increasing 70 basis points to 17.0 per cent. (2005: 16.3 per cent.). Administrative expenses
continue to be tightly controlled and showed a modest increase of 1.2 per cent. in 2006 to £97.7 million
(2005: £96.5 million). EBITDA return on sale improved to 1.9 per cent. from 0.6 per cent. in 2005, with a
2.6 per cent. return on sale in the second half of 2006.
The resulting operating profit for the year was £7.7 million, an improvement of £7.5 million compared with
last year’s profit of £0.2 million. Of the £8.7 million incremental increase in gross profit in the year, 87 per
cent. has been converted to EBIT resulting in an increase in our conversion rate to 7.3 per cent. (2005: 0.2
per cent.). After deduction of financing charges of £5.4 million (2005: £4.9 million), which in 2006 includes
£650k of finance expense related to the early redemption of £10.0 million of loan notes (2005: £nil), and a
taxation charge of £nil (2005: £nil) the profit for the year was £2.3 million, an increase of £7.0 million when
compared to a loss of £4.7 million in 2005. Earnings per share were 0.2p (2005: loss 0.4p).
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Net debt increased by £7.1 million to £52.7 million as at 31 December 2006 (2005: £45.6 million) in line
with trading activity. In addition, the Group has outstanding letters of credit drawn against its US facilities
amounting to £7.2 million (2005: £9.0 million). The Group continues to operate comfortably within the
headroom provided by its current bank facilities both in the UK and the US.
Strategy
Whilst the fundamental strategy of the Group must be to create growth and value through organic
development, geographic in-fill and the acquisition of specialist market sector knowledge will become an
increasing part of our development strategy in 2007 and beyond. With operational performance in the UK
and the USA firmly on the path to full recovery, the Board believes that the Group should now turn its
attention to strengthening its balance sheet so that in time it will have the capacity to expand into other
geographic regions and industry sectors.
The first part of this programme has been to review the Group’s principal banking facilities in the UK and
the USA both of which are due to expire in April 2007. Over recent months, the Group has had discussions
with its existing lenders and potential new lenders to the Group with the aim of securing increased and more
flexible borrowing facilities, on improved terms and at a reduced cost. This process has progressed well with
interest expressed by a number of banks. The Group is currently finalising the legal documentation with its
preferred providers. This should provide for up to £15.0 million of the 10 per cent. Guaranteed Loan Notes
due 2011 (“the 10 per cent. Loan Notes”) to be redeemed by bank borrowings during the first half of this
year. The Board believes the redemption will result in lower interest payments for the Group going forward
and it is our intention to continue to redeem the 10 per cent. Loan Notes as and when additional resources
become available.
The Group is also reviewing its capital structure in light of its future strategy and plans for growth. Generally
the directors believe that it is appropriate to reduce net debt from its current level of 5.1 times EBITDA to
no more than 2.5 times EBITDA over the medium term. This will be achieved by a combination of growing
cash flow from operations, and also by the Board continuing to review its portfolio of businesses to see
whether it continues to be appropriate to retain all its businesses. Specifically in the case of Comensura, its
UK procurement business, the Board is exploring the possibility of floating a minority interest on AIM, a
market of the London Stock Exchange towards the end of 2007.
The Board believes that whilst the above actions would return the balance sheet to more industry normal
levels of indebtedness it would not provide sufficient funds to pursue a meaningful development programme.
In its current markets of the UK and USA, the Group will concentrate on adding to existing businesses to
ensure it obtains a critical mass in each of the areas in which it operates, and on identifying new opportunities
to diversify the Group’s offerings. In new markets we will focus on acquiring specialist recruitment
businesses that have the potential to be developed beyond their home markets. At the appropriate time, it is
the Board’s intention to seek funding for selected acquisitions through the issue of its shares.
By taking such actions the Board anticipates that, over time, the Group will be better placed to weather the
wider economic cycles to which it is exposed as well as becoming a more attractive business within its
market place.
Board
Since the year end, David Young has decided to stand down and will leave the Board at the end of March
2007. On behalf of the Board, I would like to thank David for his contribution to the Group over the last four
years and wish him every success in the future. A search for a new Non-executive Director has been
conducted and we are pleased to announce the appointment of Adrian Carey to the Board. Adrian brings
strong commercial, financial and business management skills which have been honed in a range of service
businesses including the computer, legal and educational sectors over the last 25 years. We believe that the
Board members varied skills provide for a balanced Board which will contribute to the future success of the
Group.
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After more than five years on the Board, Lord Norman Blackwell, stood down at the AGM in June 2006; at
the same time we welcomed Valerie Scoular to the Board.
Current Group trading and prospects
Trading in the first six weeks of the year has been in line with the Board’s expectations and market trends.
Trading in the UK commercial staffing segment is slightly ahead of the Board’s expectations and ahead of
last year. The Board expects the present market trends to continue in 2007 but is of the opinion that increased
productivity will enable the business to both capture market share and further improve profitability. Trading
in the US commercial staffing segment is in line with the Board’s expectations and slightly ahead of that for
the comparable period in 2006. The Board expects further improvement in performance in 2007 as the
business continues to increase its exposure to the clerical, technical and professional sectors.
Encouragingly, trading in the UK healthcare staffing segment is ahead of the Board’s expectations and only
marginally down on the comparable period for 2006. The Group will continue to diversify its healthcare
offering to compensate for the softness that is currently being experienced in its primary doctor locum
market. Revenues and margins in our UK vendor procurement business are substantially above those for the
prior year, recent sales wins will ensure that the business continues to show strong year-on-year growth
throughout 2007.
Overall, 2007 has started positively, and the Board looks forward to another year of good progress.
Tony Martin
Executive Chairman
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Commercial/specialist staffing – UK
Our UK commercial/specialist staffing business segment consists of three brands; Blue Arrow, which now
operates in four sectors (office and industrial, managed services, driving, and catering); Austin Benn (search
and selection); and ABC Contract Services (construction). Each of these businesses is run independently,
with separate management teams, each with their own culture, ethos and values.
Year ended 31 December

Turnover
Gross profit
Administrative expenses
EBIT
Gross profit percentage %
EBITDA return on sale %
Conversion rate % (EBIT)
Permanent fees % GP

2006
£m

2005
£m

260.8
49.9
47.2
2.7
19.1%
1.6%
5.5%
18.8%

238.5
44.7
47.4
(2.7)
18.7%
(0.5)%
(6.0)%
18.9%

Growth
%
9.4
11.6
(0.4)

Sales in the commercial/specialist staffing segment increased by 9.4 per cent. to £260.8 million in 2006
(2005: £238.5 million) reflecting improved performances across most of the businesses. The changes we
made in 2005, focused on sales generation and increased productivity have enabled us to capture market
share particularly in our office and industrial, managed services, and catering businesses. Gross profit for the
year increased by 11.6 per cent. The increase in gross profit margin percentage of 40 basis points reflects the
change in business mix, with improved margin business in office and industrial, catering, and construction
offsetting an increased proportion of lower margin managed service business. Our permanent business,
comprising permanent placement throughout Blue Arrow and our Austin Benn search and selection business
has remained steady at around 18.8 per cent. of UK commercial/specialist staffing gross profit. With each
business unit now having full control over all its costs, the concept of cost control at a localised level is
embedded within each business. Despite average wage settlements of about 3 per cent., administrative
expenses decreased 0.4 per cent. in the year to £47.2 million (2005: £47.4 million). Consequently operating
profit improved by £5.4 million to £2.7 million (2005: loss £2.7 million) with £3.3 million of the
improvement generated in the second half of the year. Our conversion of gross profit to EBIT improved by
1,150 basis points to 5.5 per cent.
We are particularly pleased with the improved performance in the traditional office and industrial sectors
where we believe our targeting of more local sales has enabled us to increase market share in a market that
has been flat at best during the year. The process of identifying and then targeting appropriate managed
service business continues. During 2006 an additional three contracts were won helping in our stated aim of
achieving more even exposure to different industry sectors and markets. We are hopeful that our focus in this
area will be rewarded with additional contracts in 2007. Our Blue Arrow catering business had an extremely
good year with increased business both at the national and local accounts levels. Following increased
demand amongst our clients for permanent placements we have set up a separate permanent placement
business – Blend, which started trading from offices in London, Bristol, Birmingham and Leeds in January
2007.
Whilst much has been achieved, some of our smaller businesses have not made as much progress as we had
hoped for. New initiatives are underway in each of these businesses to speed up their turnaround so a market
rate of return is achieved in short order.
Healthcare staffing – UK
The healthcare staffing segment trades under the key brands of Medacs, which operates in five sectors
(doctors, specialist nursing, allied health professionals, managed services and international), and Blue Arrow
Care which operates in the social care and domiciliary care sectors. These two businesses are run
independently of each other.
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Year ended 31 December

Turnover
Gross profit
Administrative expenses
EBIT
Gross profit percentage %
EBITDA return on sale %
Conversion rate % (EBIT)
Permanent fees % GP

2006
£m

2005
£m

83.9
15.3
12.9
2.4
18.2%
3.3%
15.9%
6.7%

101.2
17.7
13.5
4.2
17.5%
4.7%
23.8%
5.6%

Growth
%
(17.1)
(13.8)
(4.9)

Revenues in our healthcare staffing segment were 17.1 per cent. lower in 2006 at £83.9 million (2005: £101.2
million). This represents a decrease in both the Medacs doctor locum market and in Blue Arrow Care’s social
care business. Gross profit reduced 13.8 per cent. to £15.3 million (2005: £17.7 million) with similar
reductions in both businesses. The overall gross margin percentage increased 70 basis points reflecting the
change in mix with reduced demand for locum doctors. Permanent placements, largely involving candidates
sourced from Eastern and Southern Europe for a range of public and private clients, account for 6.7 per cent.
(2005: 5.6 per cent.) of gross margin. Within Medacs managed services we have successfully renegotiated a
number of our primary care contracts to reflect market rates, a factor that resulted in increased revenues and
improved margins in the year. Gross margin percentages in the Blue Arrow Care business have increased
marginally year-on-year. Despite having a full year’s cost for the newly set up specialist nursing and allied
health professionals businesses, administrative expenses decreased by 4.9 per cent. to £12.9 million in the
year (2005: £13.5 million). Operating profit from the segment was £2.4 million (2005: £4.2 million)
reflecting a conversion rate of gross profit to EBIT of 15.9 per cent. down 790 basis points on the previous
year.
In our interim statement we commented that we had seen a reduction in demand for locum doctors as a result
of budgetary pressures within the NHS and that this would continue in the second half. This has been the
case. Medacs estimate that for the year as a whole the number of locum doctor hours offered by the market
decreased by over 30 per cent., and the numbers of locum doctor jobs decreased by over 25 per cent.
compared to last year. The average assignment length has also reduced as the NHS uses locum staff more to
fill short term vacancies with longer assignments being filled internally. Against this background, Medacs
has concentrated on increasing the efficiency of its internal processes to enable quicker and more successful
matching of candidates with vacancies leading to higher percentages of placements. Medacs has also
continued to win preferred supplier and master vendor contracts across the UK such that Medacs believes its
market share has increased as a result of these improvements and sales successes. Medacs anticipates that
the reduction in volume in the doctor locum market will continue throughout the first half of 2007, albeit
with the rate of year-over-year decrease substantially reduced.
Additionally Medacs has continued to diversify its business. This process started in earnest in October 2005
with the purchase of certain assets from the receiver appointed to administer the business of Corinth this
enabled us to accelerate our planned development of the allied health professional and specialist nursing
sectors. Both of these businesses were admitted to their respective framework agreements in the second half
of last year, since when we have experienced a steady increase in volume. The permanent business of Medacs
continues to grow both in the UK and overseas. Within our Medacs managed services business we have
successfully renewed each of our contracts that expired in the year as well as negotiating increases to reflect
more normal market rates. Additionally in December 2006, following the collapse of Veritas, Medacs
managed services has negotiated an agreement to supply healthcare staff to a number of their former clients.
These contracts, which have been entered into on a short term basis initially, could significantly increase the
size of our managed services business.
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Our Blue Arrow Care business had a tough year with a mixed performance across its businesses. Whilst our
small domiciliary care business has performed well, trading in our social care business has been below
expectation. To address this the business is targeting larger volume contracts to ensure that it has a core of
sustainable business as well as seeking closer links with managed service providers who are increasingly
active in this sector.
Vendor procurement – UK
The Group’s procurement business trades under the Comensura name. Comensura is a technology driven
business that specialises in the procurement and management of a vendor community. It does not provide
staffing services itself but procures and manages staffing services from such companies on behalf of its end
customers. In recognition of the differing nature of Comensura’s business, its future prospects, and
increasing importance to the UK result, the Directors have decided to segment Comensura’s results from UK
commercial/specialist staffing.
Year ended 31 December

Net fee income
Administrative expenses
EBIT
EBITDA return on sale %
Conversion rate % (EBIT)

2006
£m

2005
£m

Growth
%

5.1
3.3
1.8
35.2%
34.5%

2.6
2.2
0.4
21.4%
17.5%

93.8
53.4

Comensura has enjoyed an excellent year. Net fee income, the fee received from clients for the procurement
and management of their contingent labour suppliers, has almost doubled in the year reflecting the
implementation of contract wins across the UK. As at 31 December 2006, Comensura procures staff for 32
clients (2005: 14 clients) who between them spend in excess of £200 million (2005: £90 million) which is
under the management of Comensura. Comensura estimates that 12 per cent. of all local authority contingent
labour in the UK is procured by them. Operating from a single technology platform, Comensura is able to
leverage its cost base such that, despite having invested in setting up its Australian operations in the second
half of 2006, operating profit increased by £1.4 million to £1.8 million (2005: £0.4 million). This represents
a gross profit to EBIT conversion rate of 34.5 per cent. almost double the conversion rate achieved in 2005.
With a number of client implementations in progress, two framework contract wins since the year end
covering an additional 21 local authorities, and a buoyant sales pipeline, prospects for 2007 continue to be
extremely encouraging. In view of the different nature of the Comensura business, and its future prospects,
the Group is evaluating the possible flotation of a minority interest on the Alternative Investment Market
towards the end of 2007.
Commercial/specialist staffing – US
Year ended 31 December
2006
£m
Turnover
Gross profit
Administrative expenses
EBIT
Gross profit percentage %
EBITDA return on sale %
Conversion rate % (EBIT)
Permanent fees % GP

184.7
35.2
31.4
3.8
18.9%
2.5%
10.9%
5.1%
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Growth in
2005 local currency
£m
%
181.7
31.7
30.5
1.2
17.4%
1.2%
3.7%
4.1%

2.9
12.4
3.3

Continued improved trading in the US led to a 2.9 per cent. sales increase and a 12.4 per cent. advance in
gross profit, measured in local currency compared with 2005. As reported in the interim results the sales
improvement in 2006 has been achieved by targeting middle market companies in the clerical, technical and
professional sectors, where margins are more favourable. Whilst we expect this trend in business mix to
continue in 2007, we will seek to obtain a more even balance between sales and margin growth.
This change in business mix coupled with permanent placements that now account for 5.1 per cent. (2005:
4.1 per cent.) of gross profit, resulted in a 150 basis point increase in gross margin percentage. With demand
for permanent placements buoyant, we expect to see a further increase in permanent placements as a
percentage of gross profit in 2007.
Operating costs, while tightly controlled, have necessarily increased to support the increased activity.
Investment has been made in additional sales staff while, at the same time, seeking corporate operational
efficiencies through the rationalisation of head office positions in Houston. Our EBITDA return on sales
increased to 2.5 per cent. in 2006 from 1.2 per cent. in the previous year. This is particularly pleasing and
demonstrates good progress against our target of achieving a 3.5 per cent. EBITDA return on sale in this
segment in 2007.
The US business achieved an EBIT of £3.8 million (2005: £1.2 million) reflecting an increase in the gross
profit to EBIT conversion rate of 720 basis points to 10.9 per cent.
We will continue to build our presence in the clerical, technical and professional areas through our principal
Corestaff brand and also through the expansion of our speciality services business which concentrates
primarily on the IT market. By increasing its exposure to middle market clients, Corestaff believes that it
now has a broader base of business such that it is less exposed to large increases or reduction in volume with
any one client.
Our People and incentives
Our business relies heavily on contacts between our people and our clients; hence the quality and skills of
our people are critical to the success of our business.
At a corporate level, awards under the Group’s long-term incentive scheme based on the achievement of the
Group’s earnings per share (eps) targets were cancelled during the year after the Remuneration Committee
determined that the LTIP eps targets would not be achieved. Following the cancellation of these awards the
annual bonus arrangements were reinstated. These arrangements are based on the profit performance of the
Group in the year against market expectations for the Group. At an operating level, management continue to
be rewarded by a combination of long term incentives based on the achievement of eps targets relating to
their individual businesses and an annual bonus scheme.
By decentralising certain support functions, management are empowered to take more direct control over all
aspects of their business and are held directly accountable for performance. Through the creation of a more
entrepreneurial culture, the Board believes it will retain high performing existing management and attract
talented individuals to the Group.
Cash flow
The net cash utilised by operating activities in the year was £0.5 million (2005: £1.2 million) reflecting the
operating result for the year together with an increase in our working capital balances. Days’ sales
outstanding at 31 December 2006, which is our principal working capital measurement, increased 4 days to
38 days (2005: 34 days). This reflects both extended credit terms on some of our larger client contracts but
more importantly the fact that the last working day of the year was Friday 29 December such that we were
paid in the first week of January by most of our customers who normally settle with us at the end of each
month.
After net interest payments of £5.0 million (2005: £4.7 million) and net capital expenditure of £2.0 million
(2005: £0.9 million), net cash outflow in the year amounted to £7.5 million (2005: £6.8 million). These
outflows were funded primarily by the net release of £0.4 million (2005: £1.2 million) of collateral posted
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in support of workers compensation claims, £nil (2005: £0.2 million) from share options exercised and an
increase in net indebtedness of £7.1 million (2005: £5.4 million).
Treasury and capital structure
The Group’s operations are financed by 10 per cent. Guaranteed Loan Notes due 2011 (“the 10 per cent.
Loan Notes”), bank borrowings and retained earnings. As at 31 December 2006 the Group had net debt of
£52.7 million (2005: £45.6 million), of which £34.5 million (2005: £44.3 million) was provided by the 10
per cent. Loan Notes, and £18.2 million (2005: £1.3 million) provided under the Group’s bank facilities at
rates of interest based on LIBOR plus a base margin of between 1.75 per cent. and 2.50 per cent. in the UK,
and prime plus a base margin of 0.75 per cent. in the USA. In July 2006, £10.0 million of the 10 per cent.
Loan Notes were redeemed by increasing borrowings from the Group’s existing senior lenders. The one-off
cost of this redemption, £650,000, has been disclosed as a finance expense on the face of the income
statement.
The Group’s principal banking facilities in both the UK and the USA are due to expire in April 2007. Over
recent months, the Group has had discussions with its existing lenders and potential new lenders to the Group
with the aim of securing increased and more flexible borrowing facilities, on improved terms and at a
reduced cost. This process has progressed well with interest expressed by a number of banks. The Group is
currently finalising the legal documentation with its preferred providers. This should provide for up to a
further £15.0 million of the 10 per cent. Loan Notes to be redeemed by bank borrowings during the first half
of 2007. The Board believes the redemption will result in lower interest payments for the Group going
forward and it is the Group’s intention to continue to redeem the 10 per cent. Loan Notes as and when
additional resources become available.
The Group has also reviewed its capital structure in light of its future strategy and plans for growth and
believes that it is appropriate over the medium term to reduce net debt to no more than 2.5 times EBITDA
consequently cash flow generated from operations will used to reduce borrowings. As at 31 December net
debt to EBITDA was 5.1 times (2005: 15.2 times). 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 in speculative transactions and does not operate as a profit centre. Short term
debt and cash are maintained at floating rates.
The Group’s financial liabilities are denominated primarily in sterling. The US operations profit streams and
net assets are affected by movements in exchange rates, but the Group does not hedge this exposure.
Exposure to currency risk at a transactional level is minimal with most transactions being carried out in local
currency.
Insurance
The Group maintains a comprehensive insurance programme with a number of reputable third party
underwriters. The Group’s insurance policies are reviewed annually to ensure that there is adequate cover for
insurable risks and that the terms of those policies are optimized.
Principal risks facing the business
Economic environment
The performance of the Group has a very close relationship and dependence on the underlying growth of the
economies of the countries in which it operates. Part of our strategy is to grow the size of our business in
both financial terms and in geographic coverage, in order to reduce the Group’s exposure or dependence on
any one specific economy.
Competitive environment
In the United Kingdom and the USA the markets for the provision of permanent and temporary recruitment
are highly competitive and fragmented. In these more developed markets, competitor risk manifests itself in
increased competition for clients and candidates and in pricing pressures. During the year, in the United
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Kingdom, we have experienced modest margin pressure within our temporary business mainly with national
accounts.
Competitors in the staffing markets range from large multi-national organisations to small privately-owned
businesses. In all of our markets, we are continually subject to both existing and new competitors entering
into the markets in which we operate, both by geographic region and specialist activity. In the main the
competitive threat is from both small start-up operations and also from large multi-nationals, as the costs of
entry into specialist recruitment can be relatively low. In certain specialist sectors these costs have risen on
the back of increased levels of compliance required from local regulators and clients.
Commercial relationships
The Group benefits from close commercial relationships with key clients in both the public and private
sectors. Within the private sector, the Group is not dependent on any single key client. The public sector
markets that we operate in, which include the doctor locum market, are directly dependent on funding from
national and local government organisations.
Foreign exchange
The Group has significant operations in the USA and as such is exposed to movements in exchange rates.
Currently, the Group does not actively manage its exposure to foreign exchange risk by the use of financial
instruments. The impact of foreign exchange will become more important for the Group as it diversifies itself
internationally. We will continue to monitor our policies in this area.
Technology systems
The Group is reliant on a number of technology systems in providing its services to clients. These systems
are housed both in-house and in various data centres. The business continues to review and enhance its ability
to cope with the loss of a technology system as a result of a significant event.
Regulatory environment
The staffing industry is governed by an increasing level of compliance which varies from country to country
and market to market. Additionally our clients require more complex levels of compliance in their
contractual arrangements. The Group takes its responsibilities seriously, is committed to meeting all of its
regulatory responsibilities, and continues to strengthen its internal controls and processes with respect to
legal and contractual obligations.
Desmond Doyle
Chief Operating Officer and Group Finance Director
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The Directors present their annual report on the affairs of the Group, together with the accounts and
Auditors’ report, for the year ended 31 December 2006.
Principal activities
The principal activities of the Group comprise the provision of staffing services and vendor procurement in
the UK and the USA.
The subsidiary undertakings principally affecting the profits or net assets of the Group in the year are listed
in note 25 to the accounts.
Business review
A review of the business, including prospects for the current year, together with a description of the principal
risks and uncertainties facing the business, is included in the reports of the Executive Chairman and the Chief
Operating Officer and Group Finance Director on pages 3 to 14. The key performance indicators (“KPI’s”)
used within the business are also discussed within these reports. A summary of these KPI’s together with
their definitions are detailed below. The Group’s financial risk management objectives and policies and the
exposure of the Group to risk in relation to financial instruments is disclosed in note 3 to the financial
statements.
Key performance indicators (KPI’s):
Gross profit percentage – total gross profit divided by total sales
Temporary margin percentage – gross profit derived from temporary placements divided by sales from
temporary placements
Permanent fees as a percentage of gross profit – net fees from permanent placements divided by total gross
profit
EBITDA return on sales – earnings before interest, tax, depreciation and amortisation divided by total sales
Conversion rate percentage (EBIT) – earnings before interest and tax divided by total gross profit
Results and dividends
The audited accounts for the year ended 31 December 2006 are set out on pages 37 to 85. The Group profit
for the year after taxation was £2,345,000 (2005: loss £4,714,000).
The Directors do not recommend a final dividend (2005 £ nil). An interim dividend was not paid (2005: £
nil).
Directors
The Directors who served during the year and subsequent changes are as follows:
Executive
AV Martin

Executive Chairman

DMC Doyle

Chief Operating Officer and Group Finance Director

J Rowley

UK Chief Executive
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Non-executive
N Harwerth *°

Independent Non-executive Director

V Scoular * +^ °

Independent Non-executive Director

AS Wilson

Non-executive Director

DW Young * + ^°

Independent Non-executive Director

Lord Blackwell * + ^°

Independent Non-executive Director

+

Member of the Remuneration Committee

^

Member of the Nomination Committee

*

Member of the Audit Committee

°

Member of the Conflicts Committee

- appointed 9 June 2006

- retired 9 June 2006

Ms. Scoular has been appointed as a Director since the last Annual General Meeting and will retire at the
meeting on 8 June 2007, being eligible she has offered herself for re-election at that meeting. In addition,
Mr. Martin and Mr. Rowley will retire by rotation at the Annual General Meeting to be held on 8 June 2007,
and being eligible, have offered themselves for re-election at the meeting.
Supplier payment policy
The Company’s trade creditors are assumed and settled by another Group Company.
Charitable donations
During the year the Group made donations to UK charities of £2,370 (2005: £800).
Political donations
There were no political donations in either 2006 or 2005.
Substantial shareholdings
As at 21 February 2007, the Company had been notified, in accordance with sections 198 to 208 of the
Companies Act 1985, of the following interests in the Ordinary Share Capital of the Company.

Lord Ashcroft
Schroder Investment Management
CalPERS
Credit Suisse Securities (Europe) Limited
Canada Life Group of companies
Ontario Teachers Pension Plan Board

Number

Percentage held

307,042,682
91,443,520
52,404,134
43,000,000
42,371,363
36,470,928

28.54%
8.50%
4.87%
4.00%
3.94%
3.39%

Lord Ashcroft also has an interest in a number of the 10 per cent. guaranteed secured loan notes.
Social and Environmental issues
Social and environmental issues are becoming of increasing importance to all; the Board takes its role in this
regard seriously.
The Group actively encourages diversity in the workplace. In itself it has a wide and varied employee base
with employees from a variety of social and ethnic groups at all levels of the business.
The Group believes that by breaking down the barriers 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 clients and suppliers achieve their diversity objectives. It is committed to provide all
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employees with a work environment free of discrimination related to sex, race, colour, religion, age, ethnic,
or national origin, disability, or other inappropriate basis.
Our environmental impact as a service based organisation, with no manufacturing and limited transportation
facilities, is minimal. The Group is, however, committed to following best practices in the day to day conduct
of its business, in particular the Group operates recycling policies in respect of its office supplies.
The Group is committed to meeting all the requirements of relevant health and safety legislation. Formal
policies are in place throughout the Group which are regularly reviewed and updated for changes in
legislation. The Group requires all employees to familiarise themselves and comply with Group policies in
relation to health and safety and information on these policies is included in induction and subsequent
training programmes operated by the Group.
Disabled employees
Applications for employment by disabled persons are always fully considered, bearing in mind the aptitudes
of the candidate concerned. In the event of members of staff becoming disabled every effort is made to
ensure that their employment with the Group continues and that appropriate training is arranged. It is the
policy of the Group that the training, career development and promotion of disabled persons should, as far
as possible, be identical with that of other employees.
Employee involvement
In the UK there is a corporate intranet for UK employees that provides a range of information. In the US
employee communications are provided by way of a dedicated intranet portal that is updated regularly.
Meetings are held between management and employees to allow sharing of information and consultation.
Employees participate directly in the performance of the business through the Group’s bonus arrangements.
Directors’ interests
The Directors’ interests, all of which are beneficial, in the shares of the Company, other than with respect to
options to acquire ordinary shares (which are detailed in the analysis of options included in the Report on
Directors’ Remuneration), were as follows:

AV Martin
DMC Doyle
J Rowley
N Harwerth
V Scoular
AS Wilson
DW Young

Ordinary shares
of 1p each
31 December 2006
Number

Ordinary shares
of 1p each
31 December 2005
or date of
appointment
Number

–
350,251
–
–
–
–
700,502

–
350,251
–
–
–
–
700,502

As at 21 February 2007 there had been no changes in the Directors’ holdings since 31 December 2006.
The Executive Directors, together with all employees, are potential beneficiaries under the Company
employee share trust (note 21) and are therefore treated as interested in the 1,000,000 shares held by the
trustees.
The Directors had no interests in the 10 per cent. guaranteed secured notes due 2011 (note 19).
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Directors’ indemnity provisions
During the year and to the date of these accounts, the Company had in force an indemnity provision in favour
of one or more Directors of the Company against liability in respect of proceedings brought by third parties,
subject to the conditions set out in the Companies Act 1985.
Auditors and disclosure of information to Auditors
So far as each person who was a Director at the date of approving this report is aware, and having made
enquiries of fellow Directors and of the Company’s auditors, each Director confirms that:
•

To the best of each Directors’ knowledge and belief, there is no information relevant to the preparation
of their report of which the Company’s auditors are unaware; and

•

Each Director has taken all steps a director might reasonably be expected to have taken to be aware
of relevant audit information and to establish that the Company’s auditors are aware of that
information.

In accordance with s.385 of the Companies Act 1985, a resolution to re-appoint Ernst & Young LLP as the
Company’s Auditor will be put to the members at the forthcoming Annual General Meeting.
This report was approved by the Board on 21 February 2007.
RJ Watson
Secretary
800 The Boulevard
Capability Green
Luton
LU1 3BA
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Statement of compliance with the provisions of the Combined Code
The Board is accountable to the Company’s Shareholders for good corporate governance and is committed
to the same. The Company has complied fully with the provisions of the Combined Code during 2006.
Additional information as to how the principles of the Combined Code are applied is set out below and, in
connection with Directors remuneration, in the report on Directors remuneration.
Application of Code principles
Directors
The Board of Directors is responsible for the management of the Group’s business, the Group’s strategy,
reviewing trading performance, ensuring adequate funding, maintaining a sound system of internal controls
and reporting to the Shareholders. The Board meets when required, but ordinarily on a monthly basis. It has
a formal schedule of matters specifically reserved to it for decision which include: determining the strategy
and control of the Group; amendments to the structure and capital of the Group; approval of financial
reporting controls; oversight of the Groups internal controls; approval of capital and revenue expenditure of
a significant size; acquisitions, disposals and share dealings; Board membership and appointments; corporate
governance matters; and approval of Group policies and risk management strategies.
During the year the Board comprised a part time Executive Chairman (2 days per week), a Chief Operating
Officer, who is also Group Finance Director and a UK Chief Executive, three independent Non-executive
Directors, and one further Non-executive Director, who is not considered to be independent due to his
informal links with a major shareholder. The Executive Chairman is responsible for the strategic direction
and policy of the Board and Group, while the Chief Operating officer and Group Finance Director and the
UK Chief Executive are responsible for implementing the strategic direction and the running of the Group.
The Board considers that the Non-executive Directors bring a wide range of business and financial
experience to the Group. All Directors are subject to election by shareholders at the first opportunity after
their appointment and by re-election at least every three years.
As required by the Code as applied to smaller entities, there has throughout the period, been at least two
independent Non-executive Directors and at least half of the Board, excluding the Chairman, is comprised
of Non-executive Directors who are determined by the Board to be independent. Lord Blackwell was the
Senior Independent Non-executive Director until he retired from the Board on 9 June 2006. Noel Harwerth
was appointed as the Senior Independent Non-executive Director from that date.
The Company Secretary, Ms. Watson, is responsible for ensuring that Board procedures are followed and that
applicable rules and regulations are complied with. In addition, procedures are in place for Directors to seek
both independent advice and the services of the Company Secretary. The Directors are provided with the
opportunity to receive appropriate training. The appointment of the Company Secretary is a matter for the
Board as a whole.
The Board has undertaken a formal evaluation of its own performance and that of its Committees and
individual Directors. A review of the Board’s overall performance and its’ committees took place at a
meeting when all Directors were asked to formally comment and provide opinion on performance during the
year. Further, the Non-executive Directors led by Noel Harwerth, the Senior Independent Non-executive
Director, carried out a formal performance evaluation of the Chairman, taking into account the views of the
Executive Directors. Likewise the Chairman carried out an individual performance evaluation of each
Director by canvassing the views of the other Directors and providing a written evaluation to the Director
concerned.
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The number of full Board meetings and committee meetings attended by each Director during the year was
as follows:
CSG Board
Meetings
Tony Martin
(Executive Chairman)
Desmond Doyle
(Chief Operating Officer
and Group Finance
Director)
John Rowley
(UK Chief Executive)
Noel Harwerth
(Senior Independent
Director from
9 June 2006)
Valerie Scoular
(Non-executive Director)
David Young
(Non-executive Director)
Andrew Wilson
(Non-executive Director)
Lord Blackwell
(Senior Independent
Director prior to
9 June 2006)

Audit
Committee

Nomination
Committee

Conflicts
Committee

Remuneration
Committee

11 (11)

N/A

N/A

N/A

N/A

11 (11)

N/A

N/A

N/A

N/A

11 (11)

N/A

N/A

N/A

N/A

10 (11)

3 (3)

N/A

0

N/A

5 (6)

2 (2)

N/A

0

1 (1)

11 (11)

3 (3)

1 (1)

0

2 (2)

10 (11)

N/A

N/A

1 (1)

1 (1)

5 (5)

N/A

0

N/A

1 (1)

Figures in brackets indicate the maximum number of meetings the individual could attend in the period.

Conflicts Committee
Under Section 317 of the Companies Act, Directors have a legal obligation to disclose to the Board details
of any contract in which they have an interest. In addition, as a result of Andrew Wilson’s informal links with
Lord Ashcroft and his significant shareholdings in the Company, the Board has established procedures
intended to manage issues involving potential conflicts of interest. The Committee considers any issues that
are referred to it that may involve a conflict for any Director and/or their connected persons and/or major
shareholders and takes decisions on behalf of the Board in connection with conflict issues. This Committee
has been in place throughout the year and remains in place on an ongoing basis to consider and deal with
conflict issues as and when they arise. Up until Lord Blackwell’s retirement from the Board, he was Chair
of the Committee with David Young the other member. Since Lord Blackwell’s retirement, David Young has
Chaired the Committee with Noel Harwerth and Valerie Scoular as the other members.
The Company is satisfied that it is capable of carrying on its business independently of Lord Ashcroft and
that all transactions and relationships between the Company and Lord Ashcroft and any of his associates will
at all times be at arms length and on a normal commercial basis.
Audit Committee
The Company has an Audit Committee whose responsibilities include oversight of the Group’s internal
control strategy, the review of reports from the Auditors, review of the half year and annual report and
accounts prior to their submission to the full Board, examining the standards of accounting and reviewing
the effectiveness of the Group’s financial control systems. The Committee also reviews the cost
effectiveness, independence and objectivity of external Auditors and the nature of non-audit services
provided by them.
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The Audit Committee operates under written terms of reference which are available for inspection. The Audit
Committee meets at least twice each year and is chaired by Ms. Harwerth. Its other members during 2006
have been Lord Blackwell, David Young and Valerie Scoular. Meetings have been attended, on invitation, by
Desmond Doyle, although the Auditors have the opportunity to discuss matters with the Committee
excluding the Executive Directors. The Combined Code requires that an Audit Committee should consist of
at least three, or in the case of smaller companies two members who should all be independent Nonexecutive Directors. Throughout the financial reporting year the Company has been a “smaller Company” as
defined by the Combined Code, but does in any case have three independent Non-executive Directors on the
Audit Committee. The Code also requires that the Board satisfy itself that at least one member of the Audit
Committee has “recent and relevant financial experience”. The Board is satisfied Ms. Harwerth has recent
and relevant financial experience.
During the year the Committee considered the following matters:
Internal controls – The Committee has an ongoing process for reviewing the effectiveness of the system of
internal controls. During the year it has considered reports from the Company Secretary covering business
standards and compliance, delegation of authority in relation to internal controls, and implemented some
further terms of reference for subsidiaries.
Internal audit – The Company does not have a formal internal audit function, although, it does have a
number of departments carrying out elements of this role. The Audit Committee and Board have considered,
and will continue to consider on an annual basis, the need for an internal audit function. When considering
the requirement for an internal audit function, the factors taken into account were the scale and complexity
of the Company’s activities and the fact that a number of other functions within the Company provide advice
and assurance on specialist areas such as health and safety, regulatory and legal compliance.
Whistleblowing – The Committee also considered the Company’s whistle blowing policy and are satisfied
that arrangements have been and, are in place, for the proportionate and independent investigation of such
matters and for appropriate follow up action.
Financial reporting – The Committee reviewed draft annual and interim reports before recommending their
publication to the Board. The Committee discussed with the Group Finance Director and external auditors
the significant accounting policies, estimates and judgements applied in preparing these reports.
Reappointment of external auditors – The Committee recommended that the Board present a resolution to
shareholders at the 2007 AGM for the reappointment of the external auditors. This followed an assessment
of the quality of the service provided, including the qualification of the external auditors, the expertise and
resources made available to the Group, auditor independence and the effectiveness of the audit process. The
decision was based on consideration of reports issued by the external auditors and feedback from Executive
Directors.
Auditor independence – The Committee satisfied itself as to the continuing independence of the external
auditor. In doing so, it considered the following factors, having regard to the views of management and the
external auditor.
•

The auditor’s procedures in place for maintaining and monitoring independence, including those to
ensure that the partners and staff have no personal or business relationships with the Group, other than
those in the normal course of business permitted by UK ethical guidance.

•

The auditor’s policies for the rotation of the lead partner and key audit personnel.

•

Adherence by management and the auditor during the year to the Group’s policies for the procurement
of non-audit services and the employment of former staff.

The Audit Committee has established policies determining the non-audit services that the external auditors
can provide and the procedures required for pre-approval of any such engagement. These policies provide
for the auditors to be engaged only for work that is not prohibited by professional or other regulatory
requirements. This essentially limits work to tax services and assurance services that are essentially of an
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audit nature, but excludes internal audit services and attest assignments that present a potential self-review
threat, such as valuation services. Even where policy allows for the external auditor to be engaged to provide
non-audit services, prior approval is required with assignments over £100,000 being approved by the Audit
Committee and all others approved by the Group Finance Director.
Remuneration Committee
The Company has a Remuneration Committee which is responsible for making recommendations to the
Board on Executive Directors’ remuneration including performance related remuneration. It has delegated
authority to set the remuneration for all Executive Directors and the Chairman and meets at least twice a year.
In developing its remuneration policy the Committee considers Schedule A of the code. The report on
Directors’ remuneration on behalf of the Board is set out on pages 27 to 32. During 2006, David Young,
Valerie Scoular and Lord Blackwell were members of the Committee. David Young chaired the Committee
until the appointment of Valerie Scoular. Given her experience, it was thought appropriate that she chair the
Committee from this date, with David Young as the other member. The Remuneration Committee operates
under written terms of reference which are available for inspection. The Company was a “smaller Company”
as defined in the Combined Code throughout the financial reporting year, and at least two members of the
Committee at all times were independent Non-executive Directors.
Nomination Committee
The Company has a Nomination Committee chaired by Mr. Young. The other members of the Committee
during the year were Lord Blackwell and Valerie Scoular. The Committee has terms of reference which are
made available for inspection. The Committee is responsible for proposing candidates for appointment to the
Board having regard to the balance and structure of the Board.
The Nomination Committee evaluated the balance of skills, knowledge and experience on the Board when
considering the appointment of Valerie Scoular, which took place on 9 June 2006. The Company utilised the
services of an external search consultancy, which directly led to the appointment of Ms. Scoular.
Upon joining the Board Ms. Scoular underwent an appropriate induction, which included access to key
corporate documents and meetings with Board members and senior management in both the UK and US.
Dialogue with Shareholders
The Directors have established a mutual understanding of objectives between the Group and its institutional
shareholders, by making presentations to institutions and investors and communicating regularly with such
shareholders throughout the year. The Non-executive Directors do not regularly attend such meetings, but
are available to attend any meetings on request.
The Board uses the Annual General Meeting to communicate with private and institutional investors and
welcomes their participation. The Non-executive Directors attend the AGM and are available to answer any
questions relevant to the Committees they chair.
Internal Control
The Directors have responsibility for the Group’s overall system of internal controls and for reviewing its
effectiveness, while the role of management is to implement Board policies on risk and control. There is an
annual process, in accordance with the guidance of the Turnball Committee, for identifying, evaluating and
managing the significant risks faced by the Group, which has been in place for the year under review and up
to the date of approval of the annual report and financial statements. The Directors recognise that the system
of internal control is designed to manage and mitigate, rather than eliminate, the risk of failure to achieve
business objectives. The system can provide only reasonable and not absolute assurance against material
financial misstatement or loss.
A key element of the system of internal control is 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 provide each business with a clear plan to meet
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Group objectives. These plans contain measurable performance targets and are continuously monitored to
identify shortfalls such that corrective actions can be taken. The Chief Executive, UK, and the Group Finance
Director hold monthly board meetings with the managing directors of the UK businesses and their teams,
and on a quarterly basis off site strategic meetings are held. Regular conference calls are held with the US
executive team and on a quarterly basis the Chairman and the Group Finance Director attend strategic review
meetings in the US to evaluate key aspects and progress in meeting the US businesses’ strategic aims. The
results of these executive management meetings and any internal control findings are reported to the wider
Board via the monthly Board meetings.
The Directors have established an organisation structure with clear operating procedures, lines of
responsibility and delegated authority. The Directors have delegated to the executive management the
establishment and implementation of the detailed control systems appropriate to the various businesses.
There is a programme of regular review by the executive management, which provides assurance that the
control environment is operating as intended. The Company has a Risk Register that is updated and reviewed
on a regular basis.
The Audit Committee and the Board has in 2006 conducted a review of the effectiveness of the Company’s
system of internal controls, by reference to the Turnball guidance and including input from key operational
management. This review included consideration of the Group’s system of material controls such as
financial, operational and compliance controls and risk management systems. Where significant control
failings or weaknesses have been identified the appropriate corrective action has been undertaken to address
these.
The key processes applied in conducting this review are detailed in the description of the work undertaken
by the Audit Committee.
The Directors are responsible for preparing the Annual report and the Group financial statements in
accordance with applicable United Kingdom law and those International Financial Reporting Standards as
adopted by the European Union.
The Directors are required to prepare Group financial statements for each financial year which present fairly
the financial position of the Group and the financial performance and cash flows of the Group for that period.
In preparing these Group financial statements, the Directors are required to:
•

select suitable accounting policies in accordance with IAS 8: Accounting policies, changes in
accounting estimates and errors and then apply them consistently;

•

present information, including accounting policies, in a manner that provides relevant, reliable,
comparable and understandable information;

•

provide additional disclosures when compliance with the specific requirements in IFRSs is
insufficient to enable users to understand the impact of particular transactions, other events and
conditions on the Group’s financial position and financial performance; and

•

state that the Group has complied with IFRSs, subject to any material departures disclosed and
explained in the financial statements.

The Directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the Group and enable them to ensure that the Group financial
statements comply with the Companies Act 1985 and Article 4 of the IAS Regulation. They are also
responsible for safeguarding the assets of the Group and hence for taking reasonable steps for the prevention
and detection of fraudulent irregularities.
Going concern
After making enquiries, the Directors have a reasonable expectation that the Company and the Group have
adequate resources to continue in operational existence for the foreseeable future.
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The Group’s principal banking facilities in both the UK and the USA are due to expire in April 2007. Over
recent months, the Group has had discussions with its existing lenders and potential new lenders to the Group
with the aim of securing increased and more flexible borrowing facilities, on improved terms and at a
reduced cost. This process has progressed well with interest expressed by a number of banks. The Group is
currently finalising the legal documentation with its preferred providers.
The Directors have also considered the Group’s profit plans for the coming year together with outline
projections for 2008, which have been formally approved by the Board, and show continued growth.
For these reasons, they continue to adopt the going concern basis in preparing the financial statements.
Report on Directors’ remuneration
David Young chaired the Remuneration Committee until the appointment of Valerie Scoular to the Board.
Ms. Scoular now Chairs the Committee, and its other members during 2006 were Lord Blackwell and David
Young.
Statement of remuneration policy and details of remuneration
The policy of the Remuneration Committee is to ensure that the remuneration packages for Executive
Directors and other senior executives in the Group are, and remain, competitive, enabling the Group to attract
and retain high calibre executives and recognising that they are key to the ongoing success of the business.
The Remuneration Committee has defined terms of reference, which are available for inspection.
Consistent with this policy, the remuneration packages of the Executive Directors, which are reviewed
annually, are intended to be competitive and comprise basic salary and benefits, a performance bonus,
provision of pension arrangements and during the year have included participation in the share option and
Long term incentive plan (“LTIP”) schemes, with a significant proportion based on performance dependant
upon the achievement of demanding targets. The specific performance conditions under the LTIP scheme and
bonus arrangements are discussed in the sections below. The levels of bonus and options are decided by the
Remuneration Committee and reflect the degree of responsibility and performance of the Executive
Directors. The Remuneration Committee decided in 2006 to cancel LTIP awards made to the Executive
Directors and Company Secretary and to return to a bonus scheme, details of which are provided below. The
remuneration of the Non-executive Directors is determined by the Board as a whole.
Directors’ service contracts
The Executive Directors’ contracts require 12 months’ written notice by either party to terminate. The
Company may terminate the contract on notice, by making a payment in lieu of notice (which shall include
payment in lieu of benefits, and will take account of any duty to mitigate) or immediately and without notice
in circumstances justifying summary dismissal or where the Director is unable to perform his duties due to
incapacity for 180 days out of any 365-day period or a proportionately reduced number of days for a part
time equivalent.
None of the Non-executive Directors have service contracts. All of the Non-executive Directors’ letters of
appointment are for a one year term, with a three month notice period. The Non-executive Directors receive
an annual fee with an additional fee if they chair Committees, or are required to attend meetings which fall
outside the regular pattern, or perform work outside normal duties. In addition, the Non-executive Directors
will be reimbursed in accordance with the Articles of Association of the Company for any reasonable
expenses properly incurred in the performance of their duties.
There are no predetermined special provisions for Executive or Non-executive Directors with regard to
compensation in the event of loss of office. The Remuneration Committee considers the circumstances of
individual cases of early termination and determines compensation payments accordingly.
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The service contracts or letters of appointment of the Directors who served during the year are dated as
follows:
Date of contract/letter
of appointment
Executive Directors
AV Martin
DMC Doyle
J Rowley

15 December 2004
11 February 2003
28 January 2005
Unexpired Term

Non-Executive Directors
N Harwerth
V Scoular
AS Wilson
DW Young
Lord Blackwell

3 March 2006
9 June 2006
3 March 2006
19 February 2007
15 December 2005

1 month
3 months
1 month
11 months
n/a

Long Term Incentive Plans
Under The Corporate Services Group PLC Long Term Incentive Plan 2005 (“LTIP”), awards were made to
the Executive Directors on 24 March 2005. In setting the targets for the LTIP, the Remuneration Committee
anticipated that the Company would recover to industry levels of profitability and that it would also grow
substantially, both organically and by acquisition. Since that time, whilst the Company has dramatically
improved its productivity and profitability, it has been unable to achieve the levels of growth envisaged,
primarily because the Company has not had sufficient funds to pursue a meaningful development
programme. The Remuneration Committee has concluded that, whilst the Company is on target to achieve
its aim of 3.5 per cent. EBITDA return on sales during 2007, it is likely to be achieved on a lower level of
sales than was envisaged at the time the LTIP targets were set. As a consequence, the Committee determined
that the LTIP eps targets would not be achieved and the LTIP could no longer be considered to have an
incentivising effect on the Executive Directors and, therefore, be in the best interests of the Company or its
shareholders.
Under the original terms of the LTIP, participating Executive Directors agreed to waive their entitlements to
an annual bonus if their LTIP awards vested. In the circumstances, the Remuneration Committee and Board
reinstated annual bonus arrangements, which the Committee felt was preferable to resetting the LTIP targets.
Consequently, on 18 October 2006, the Committee cancelled the LTIP awards to the Executive Directors.
The annual bonus arrangements are more fully described below.
Share Option Schemes
In 2003, options were granted to Directors under both the 2000 CSG executive share option schemes No.1
and No.2. These options were granted such that they are only exercisable in full after four years from the
date of grant, however, proportions of the options were exercisable in intervening years subject to the
Company achieving certain performance targets set at the time of the grant. The performance targets were
chosen to align the option holders’ interests with those of the Shareholders and to support the Company’s
objectives.
In respect of these grants, they were to be exercisable as to 30 per cent. at the end of year one, 27 per cent.
at the end of year two, 22.5 per cent. at the end of year three and 20.5 per cent. at the end of year four.
Options could only be exercised if a “target price” is met at any time during the twelve-month period
following the anniversary of the grant. The target price will be met if the average share price of the Company
over a period of 20 consecutive business days is equal to or exceeds the target price.
The target price was achieved in year one and, therefore, 30 per cent. of the options granted vested. With the
introduction of the LTIP, explained above, all remaining options under the schemes were surrendered by the
Directors.
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To enable the Company to operate the No.1 Scheme and No. 2 Scheme as intended, the number of new
ordinary shares which may be issued under the No.1 Scheme and No.2 Scheme and any other executive
scheme operated by the Company will be limited to 10 per cent. of the issued share capital from time to time.
Any options that have been granted prior to 30 January 2003 are excluded from the calculation of the
percentage limits on issued share capital. Outstanding options issued prior to this date have an average option
price of 64.17 pence and are not expected to be exercised.
Performance graph
The graph shows the percentage change in the total Shareholder return (TSR) (with dividends reinvested) for
each of the last five years of a holding in the Company’s shares against the corresponding change in a
hypothetical holding of shares in the FTSE SmallCap index.
The FTSE SmallCap index was selected as it represents a broad equity market index in which the Company
is a constituent member.
C orporate S ervices G roup
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INFORMATION SUBJECT TO AUDIT
Directors’ remuneration
The remuneration of the Directors, including the Chairman, was as follows:
Total emoluments excluding pension contributions
Salaries
£ 000

Fees
£ 000

Benefits
£ 000

Performance
bonus
£ 000

2006
£ 000

2005
£ 000

–
–
–
–
–
–

38
22
33
43
17
–

–
–
–
–
–
–

–
–
–
–
–
–

38
22
33
43
17
–

29
–
32
42
37
7

169
255
218
––––––––
642

–
–
–
––––––––
153

–
3
5
––––––––
8

568
341
379
––––––––
1,288

737
599
602
––––––––
2,091

165
269
175
––––––––
756

Non-executive
N Harwerth
V Scoular
AS Wilson
DW Young
Lord Blackwell
JA Treger
Executive
AV Martin
DMC Doyle
J Rowley

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––

The remuneration package of each Executive Director includes benefits, both non-cash and cash, comprising
the provision of private medical insurance, life assurance, a car allowance, the provision of private vehicle
fuel and, in some cases, an allowance towards a personal pension.
The bonus charge in 2006 includes a discretionary bonus for 2005 as no bonus payments had previously been
made for that period and could not be paid until the LTIP awards were cancelled.
No director waived emoluments in respect of either 2006 or 2005.
Pension contributions

AV Martin
DMC Doyle
J Rowley

2006
£ 000

2005
£ 000

–
19
26
––––––––
45

–
–
20
––––––––
20

––––––––

––––––––

All pension payments relate to defined contribution schemes.
Directors’ options
Options held by the directors during the year are as follows:

AV Martin
DMC Doyle

J Rowley
*

Scheme

Date of
Grant

Date from
which
exercisable

Expiry
date

Exercise
price in
pence

1 January
2006

Cancelled

31 December
2006

LTIP
LTIP
No. 1
No. 2
LTIP

21.03.05
21.03.05
04.04.03
04.04.03
21.03.05

*
*
04.04.04
04.04.04
*

*
*
03.04.13
03.04.13
*

1.00
1.00
5.00
5.00
1.00

15,000,000
7,500,000
180,000
1,659,000
7,500,000

15,000,000
7,500,000
–
–
7,500,000

–
–
180,000
1,659,000
–

The Directors could only exercise options under the LTIP scheme if they remain in employment and the Company’s fully diluted
earnings per share, as shown in the Company’s consolidated accounts, achieved certain annual or cumulative targets for the three
year period. Awards under the LTIP were cancelled on 18 October 2006.
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Options have been granted under The Corporate Services Group PLC’s Long Term Incentive Plan 2005
(“LTIP”), the No. 1 Executive Share Option Scheme 2000 and the No. 2 Executive Share Option Scheme
2000.
Options granted under the No. 1 and No. 2 Executive Share Option Schemes 2000 were subject to achieving
certain share price targets. The targets were achieved in year one and 30 per cent. of the options vested.
Following the introduction of the LTIP all remaining options under the schemes were surrendered by the
Directors. As a result, no performance conditions remain regarding the options in the above table.
No options were exercised by Directors during either 2006 or 2005.
The middle market price on 31 December 2006 was 7.79p and the range during the year was between 6.27p
and 10.0p.
Bonus arrangements
Under the terms of the reinstated bonus scheme, an annual bonus will be paid to the Executive Directors on
achievement of specific profit targets which relate to performance of the Company in the year, compared to
the market expectations for the Company at the start of the year. The bonus charge in 2006, includes a
discretionary bonus for 2005, as no bonus payments had previously been made for that period and could not
be paid until the LTIP awards were cancelled. In future years, annual bonus will be payable following the
finalising of accounts for that year. The Company will seek permission from shareholders at its AGM in 2007
to meet, at its option, future bonus obligations by way of issue of new shares.
On behalf of the Board,

Valerie Scoular
Remuneration Committee Chairman
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Tony Martin – Executive Chairman
Anthony Martin, 67, was appointed to the Board in January 2005. From August 2000 and until his retirement
in February 2004, Anthony Martin served as Chairman and CEO of the Board of Management of Vedior N.V,
the world’s third largest staffing services group. Prior to assuming the role of Chairman, he served as Vice
Chairman and Board of Management member from 1999.
Desmond Doyle – Chief Operating Officer and Group Finance Director
Desmond Doyle, 40, was appointed as Group Finance Director in February 2003, bringing with him
knowledge of the recruitment industry and UK and US listed company experience; in September 2004, he
was also appointed as Chief Operating Officer.
Desmond Doyle was previously Group Finance Director at the healthcare recruitment company, Reed Health
Group plc. Prior to that, he was European Chief Financial Officer for APW, an electronic manufacturing
services provider listed on the New York Stock Exchange. He qualified as a chartered accountant with
Coopers & Lybrand, London.
John Rowley – UK Chief Executive
John Rowley, 63, was appointed to the Board on 1 February 2005. He brings with him over 30 years
recruitment industry experience in the UK and overseas. He joined CSG from the Protocol group of
companies where he was Chief Executive. Prior to this, he was Chief Operating Officer, Joint Vice Chairman
and management Board Director of Vedior NV. He is also past Chairman of the REC (the trade body
representation of the staffing industry in the UK).
E. Noël Harwerth – Non-executive Director
E. Noël Harwerth, 58, joined the Board as a Non-Executive Director in March 2005. She is currently a NonExecutive Director at Royal and SunAlliance Insurance Group plc, Corus plc, Partnership Director of Tube
Lines Limited, Metronet Rail BCV Limited and Metronet SSL Limited, Deputy Chairman of Sumitomo
Mitsui Banking Corporation Europe Limited and on the board at Logica CMG. Previously, she was Chief
Operating Officer of Citibank International plc and Chief Tax Officer of Citicorp Inc, both part of Citigroup
Inc.
Valerie Scoular – Non-executive Director
Valerie Scoular, 51, was appointed to the Board in June 2006. She is Group HR Director with Aegis PLC,
which she joined in January 2006, following a period at Barclays Bank plc where she was also Group HR
Director. She started her career with British Airways, where she progressed to hold a number of senior HR
and general management roles, which included Group HR Director and Customer Services Director.
David Young – Non-executive Director
David Young, 56, joined the Board as a Non-Executive Director in February 2003. He is currently a NonExecutive Director of Corin Group plc. He was previously Group Chief Executive of Perkins Foods Holdings
Limited and prior to that, he was Global President of Duracell and worked with J. Walter Thompson and
Nestle. He brings extensive senior executive experience with large US corporations.
Andrew Wilson – Non-executive Director
Andrew Wilson, 46, joined the Board as a Non-Executive Director in March 2003. He is Executive Chairman
of London Town plc and a Non-Executive Director of Watford Leisure plc, Global Health Partner plc, Digital
Marketing Group plc and Wraith plc.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
THE CORPORATE SERVICES GROUP PLC
We have audited the Group financial statements of The Corporate Services Group plc for the year ended 31
December 2006 which comprise Consolidated income statement, the Consolidated balance sheet, the
Consolidated cash flow statement, the Consolidated statement of changes in equity and the related notes 1
to 27. These Group financial statements have been prepared under the accounting policies set out therein.
We have reported separately on the parent Company financial statements of The Corporate Services Group
plc for the year ended 31 December 2006 and on the information in the Report on Directors’ Remuneration
that is described as having been audited.
This report is made solely to the Company’s members, as a body, in accordance with Section 235 of the
Companies Act 1985. Our audit work has been undertaken so that we might state to the Company’s members
those matters we are required to state to them in an auditors’ report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the Company and
the Company’s members as a body, for our audit work, for this report, or for the opinions we have formed.
Respective responsibilities of directors and auditors
The Directors are responsible for preparing the Annual Report and the Group financial statements in
accordance with applicable United Kingdom law and International Financial Reporting Standards (IFRSs)
as adopted by the European Union as set out in the Statement of Directors’ Responsibilities.
Our responsibility is to audit the Group financial statements in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland).
We report to you our opinion as to whether the Group financial statements give a true and fair view and
whether the Group financial statements have been properly prepared in accordance with the Companies Act
1985 and Article 4 of the IAS Regulation. We also report to you whether, in our opinion, information given
in the Directors’ Report is consistent with the Group financial statements. The information given in the
Directors’ Report includes that specific information presented in the Executive Chairman and Chief
Operating Officer and Group Finance Director’s Reports that is cross referred from the Business Review
section of the Directors’ Report. I n addition, we report to you if, in our opinion, we have not received all
the information and explanations we require for our audit, or if information specified by law regarding
Directors’ remuneration and other transactions is not disclosed.
We review whether the Corporate Governance Statement reflects the Company’s compliance with the nine
provisions of the 2003 Combined Code specified for our review by the Listing Rules of the Financial
Services Authority, and we report if it does not. We are not required to consider whether the Board’s
statements on internal control cover all risks and controls, or form an opinion on the effectiveness of the
Group’s corporate governance procedures or its risk and control procedures.
We read other information contained in the Annual Report and consider whether it is consistent with the
audited Group financial statements. The other information comprises only the Directors’ Report, the
Executive Chairman’s Statement, the Chief Operating Officer and Group Finance Director’s Report, the
report on Directors’ Remuneration and the Corporate Governance Statement. We consider the implications
for our report if we become aware of any apparent misstatements or material inconsistencies with the Group
financial statements. Our responsibilities do not extend to any other information.
Basis of audit opinion
We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by
the Auditing Practices Board. An audit includes examination, on a test basis, of evidence relevant to the
amounts and disclosures in the Group financial statements. It also includes an assessment of the significant
estimates and judgments made by the Directors in the preparation of the Group financial statements, and of
whether the accounting policies are appropriate to the Group’s circumstances, consistently applied and
adequately disclosed.
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We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
Group financial statements are free from material misstatement, whether caused by fraud or other irregularity
or error. In forming our opinion we also evaluated the overall adequacy of the presentation of information in
the Group financial statements.
Opinion
In our opinion:
•

the Group financial statements give a true and fair view, in accordance with IFRSs as adopted by the
European Union, of the state of the Group’s affairs as at 31 December 2006 and of its profit for the
year then ended;

•

the Group financial statements have been properly prepared in accordance with the Companies Act
1985 and Article 4 of the IAS Regulation; and

•

the information given in the Directors’ report is consistent with the Group financial statements.

Ernst & Young LLP
Registered Auditor, Luton
21 February 2007
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Consolidated income statement
For the year ended 31 December 2006

Notes
Continuing operations
Revenue
Cost of sales

4

Gross profit
Administrative expenses
Operating profit
Finance income
Finance expense
Finance expense on early redemption of loan notes

5
7
7
8

Profit/(loss) before taxation
Taxation

9

Profit/(loss) for the year (attributable to equity holders
of the parent Company)
Earnings/(loss) per share (basic and diluted)

534,497
(429,085)
––––––––
105,412
(97,667)
––––––––
7,745
322
(5,064)
(650)
––––––––
2,353
(8)
––––––––
2,345

10

155

Years ending
31 December
2006
2005
£000
£000

––––––––
––––––––
0.2p

524,017
(427,275)
––––––––
96,742
(96,547)
––––––––
195
359
(5,248)
–
––––––––
(4,694)
(20)
––––––––
(4,714)

––––––––
––––––––

(0.4)p

Consolidated Balance Sheet
At 31 December 2006
2006
£000

2005
£000

11
12
13

4,951
44,331
1,656
339

5,452
50,246
2,144
379

14
14

1,760
3,222
––––––––
4,982
––––––––
56,259
––––––––

1,618
5,117
––––––––
6,735
––––––––
64,956
––––––––

15
16

97,513
3,518
––––––––
101,031
––––––––
157,290

84,139
4,274
––––––––
88,413
––––––––
153,369

(70,693)
(383)
(21,668)
(2,119)
––––––––
(94,863)
––––––––
6,168
––––––––

(64,118)
(378)
(5,460)
(3,800)
––––––––
(73,756)
––––––––
14,657
––––––––

(34,586)
(2,242)
––––––––
(36,828)
––––––––
(131,691)

(44,423)
(3,225)
––––––––
(47,648)
––––––––
(121,404)

Notes
Non-current assets
Property, plant and equipment
Goodwill
Other intangible assets
Prepaid leasehold costs
Financial Assets
– Investments
– Other financial assets

Current assets
Trade and other receivables
Cash and short-term deposits

Total assets

––––––––

Current liabilities
Trade and other payables
Taxation liabilities
Bank overdrafts and other short-term borrowings
Provisions

17
18
20

Net current assets
Non-current liabilities
Long-term borrowings
Provisions

19
20

Total liabilities

––––––––
––––––––

Net assets

25,599
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––––––––
––––––––
31,965

Consolidated Balance Sheet
At 31 December 2006 (continued)
2006
£000

Notes
Equity
Issued share capital
Share premium account
Own shares

21
21
21

Other reserves
Retained deficit

23

Total equity attributable to equity holders of the
parent Company

10,757
280,753
(746)
––––––––
290,764
19,298
(284,463)
––––––––
25,599

––––––––

The accounts on pages 155 to 195 were approved by the Board on 21 February 2007.
Desmond Doyle
Chief Operating Officer and Group Finance Director
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2005
£000
10,752
280,735
(746)
––––––––
290,741
27,103
(285,879)
––––––––
31,965

––––––––

Consolidated cash flow statement
For the year ended 31 December 2006

Cash flows from operating activities
Operating profit
Adjustments for non-cash items:
Depreciation
Amortisation
(Profit)/Loss on disposal of property, plant and equipment
(Profit)/Loss on disposal of non-current assets held for sale
Share based payment (credit)/charge
Gain on disposal of investments
Increase in trade and other receivables
Increase in trade and other payables
Decrease in provisions
Cash utilised by operations
Taxation refunded
Taxation paid
Net cash utilised by operating activities

2006
£000

2005
£000

7,745

195

1,539
1,099
6
–
(929)
(55)
––––––––
9,405
(17,498)
9,868
(2,259)
––––––––
(484)
–
(3)
––––––––
(487)

1,755
1,053
(14)
(46)
1,103
(48)
––––––––
3,998
(7,066)
2,556
(745)
––––––––
(1,257)
47
(4)
––––––––
(1,214)

(1,086)
(673)
(318)
7
79
–
234
––––––––
(1,757)

(811)
(465)
(266)
39
433
150
292
––––––––
(628)

––––––––

Cash flows from investing activities
Purchase of property, plant and equipment (PPE)
Purchase of intangible assets
Purchase of Investments
Proceeds from sale of PPE
Proceeds from sale of Investments
Proceeds from sale of non-current assets held for sale
Finance income received
Net cash utilised on investing activities

––––––––
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Consolidated cash flow statement
For the year ended 31 December 2006 (continued)
2006
£000
Cash flows from financing activities
Proceeds from issue of share capital
Loan note repayment
Decrease in other financial assets
Increase in short-term borrowings
Capital element of finance lease payments
Finance expense paid
Finance expense paid on early redemption of loan notes

23
(10,000)
1,422
16,709
(139)
(4,775)
(500)
––––––––
2,740
––––––––
496
3,271
(728)
––––––––
3,039

Net cash inflow from financing activities
Net increase/(decrease) in cash and cash equivalents
Opening cash and cash equivalents
Foreign exchange (Losses)/gains on cash and cash equivalents
Closing cash and cash equivalents

––––––––

Notes
Cash and short-term deposits
Bank overdrafts

16
18

Cash and cash equivalents

177
–
1,230
4,404
(131)
(4,987)
–
––––––––
693
––––––––
(1,149)
3,996
424
––––––––
3,271

––––––––

As at 31 December
2006
2005
£000
£000
3,518
(479)
––––––––
3,039

––––––––
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2005
£000

4,274
(1,003)
––––––––
3,271

––––––––

Consolidated statement of changes in equity
For the year ended 31 December 2006

1 January 2005
Exercise of options
Share based payments
Currency translation differences
Loss for the year
Total recognised income for 2005
31 December 2005
Exercise of options
Share based payments
Currency translation differences
Profit for the year
Total recognised income for 2006
31 December 2006

Total share
capital
£000

Other
reserves
£000

290,564
––––––––
177
–
–
–
––––––––
177
––––––––
290,741

20,608
––––––––
–
–
6,495
–
––––––––
6,495
––––––––
27,103

(282,268)
––––––––
–
1,103
–
(4,714)
––––––––
(3,611)
––––––––
(285,879)

28,904
––––––––
177
1,103
6,495
(4,714)
––––––––
3,061
––––––––
31,965

23
–
–
–
––––––––
23
––––––––
290,764

–
–
(7,805)
–
––––––––
(7,805)
––––––––
19,298

–
(929)
–
2,345
––––––––
1,416
––––––––
(284,463)

23
(929)
(7,805)
2,345
––––––––
(6,366)
––––––––
25,599

––––––––

––––––––
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––––––––

Retained
deficit
£000

––––––––

––––––––

Total
equity
£000

––––––––

––––––––

Notes to the consolidated financial statements
For the year ended 31 December 2006
1.

Authorisation of financial statements and statement of compliance with IFRS’s

The financial statements of The Corporate Services Group plc (the Group) for the year ended 31 December
2006 were authorised for issue by the Board of Directors on 21 February 2007 and the balance sheet was
signed on behalf of the Board by Desmond Doyle.
The Corporate Services Group plc (the Group) provides staffing services in both the UK and the USA.
The Corporate Services Group plc (the Company) is a public limited company incorporated and domiciled
in the United Kingdom under the Companies Act 1985 with a listing on the London Stock Exchange.
Its registered office is located at:
800 The Boulevard
Capability Green
Luton LUl 3BA
United Kingdom
The consolidated financial statements of the Group have been prepared in accordance with International
Financial Reporting Standards (I FRS) as adopted for use in the European Union and as applied in
accordance with the provisions of the Companies Act.
2.

Summary of significant accounting policies

a.

Basis of preparation
The consolidated financial statements have been prepared in accordance with IFRS. They are
presented in pounds sterling and all values are rounded to the nearest thousand (£000) except where
otherwise indicated. Foreign operations are included in accordance with note 2(d) below.

b.

Basis of consolidation
The consolidated financial statements comprise the financial statements of The Corporate Services
Group plc and all of its subsidiaries as at 31 December each year. The financial statements of
subsidiaries are prepared for the same reporting year as the parent company. Each company, including
the parent, use locally applicable UK and US GAAP for the preparation of their individual financial
statements. Adjustments are made to bring these into line with the IFRS policies adopted by the
Group, as required.
Subsidiaries 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.

c.

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 recognised in the financial statements:
Impairment of goodwill
The Group determines whether goodwill is impaired at least on an annual basis. This requires an
estimation of the recoverable amount of the cash-generating unit to which the goodwill is allocated.
Estimating 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 are given in note 12.
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2.

Summary of significant accounting policies (continued)
Share-based payments
The cumulative expense recognised for equity-settled transactions at each reporting date is dependent
upon the judgements applied in estimating the number of awards that will ultimately vest.
Workers compensation
The US operations maintain insurance policies with significant excesses, below which claims are
borne by the operations. Provision or accrual is made for estimated costs of claims or losses arising
from past events.
The level of provision required is based upon independent actuarial estimates, obtained at least twice
yearly. These estimates take into account the ultimate cost, less amounts paid to date, in respect of
accidents occurring between March 1993 and December 2006, the period covered by these self
insurance arrangements. An allowance is made for claims incurred but not reported in line with
standard actuarial practice.

d.

Currencies and foreign currency translation
The functional and presentation currency of The Corporate Services Group plc and its UK subsidiaries
is the pound sterling. Foreign operations are located in the USA, New Zealand and Australia where
the functional currencies are United States $, New Zealand $, and Australian $ respectively.
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
liabilities that are denominated in foreign currencies are retranslated at the rates prevailing on the
balance sheet date. All differences are taken to the consolidated income statement. Tax charges and
credits attributable to exchange differences on these borrowings are also dealt with in equity. Nonmonetary 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 initial transaction. Non-monetary items measured at fair value
in a foreign currency shall be translated using exchange rates at the date when the fair value was
determined.
On consolidation, at the reporting date the assets and liabilities of the Group’s foreign operations are
translated into the presentation currency of The Corporate Services Group plc at rates ruling on the
balance sheet date. Income and expense items are translated at weighted average exchange rates for
the year, as this is considered a reasonable approximation to actual translated rates. The exchange
differences arising from this retranslation are taken to a separate foreign currency translation reserve
in equity. On disposal of a foreign operation the deferred cumulative exchange difference relating to
that operation, held in this reserve, shall be recognised in the consolidated income statement in the
period in which disposal takes place.
At 1 January 2004 the Group did not recognise the cumulative foreign exchange differences that
related to periods prior to this date; the reserve was therefore zero at 1 January 2004.

e.

Property, plant and equipment
Property, plant and equipment is stated at historic cost less accumulated depreciation and any
impairment in value. Historic cost includes expenditure that is directly attributable to the acquisition
of the items. Depreciation is calculated on a straight-line basis over the estimated useful life of the
asset as follows:
Freehold buildings
Furniture, fittings and equipment
Computer equipment

– over 50 years
– between 3 and 10 years
– over 3 years
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2.

Summary of significant accounting policies (continued)
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 circumstances indicate that the carrying value may not be recoverable.
An item of property, plant and equipment is derecognised upon disposal or when no future economic
benefits are expected to arise from the continued use of the asset. Any gain or loss arising on
derecognition of the asset (calculated as the difference between the net disposal proceeds and the
carrying value of the item) is included in the consolidated income statement in the year the item is
derecognised.

f.

Goodwill
Goodwill acquired in a business combination represents the excess of cost of acquisition over the fair
value of the identifiable assets, liabilities and contingent liabilities acquired on the date of acquisition.
Goodwill arising on acquisitions prior to 1 January 2004 has been retained at the amounts recorded
in the UK GAAP accounts at that date, after being tested for impairment at that date.
Goodwill is recognised as an asset in the consolidated balance sheet of the Group and is recorded at
cost less any accumulated impairment losses. The carrying value of goodwill is reviewed for
impairment at least annually, more frequently if events or changes in circumstances indicate that the
carrying value may be impaired. Any impairment charge is recognised immediately in the
consolidated income statement and is not subsequently reversed.
For the purpose of impairment testing, goodwill acquired in a business combination is, from the
acquisition date, allocated to each of the Group’s cash generating units that is expected to benefit from
the combination. Each group of cash generating units to which the goodwill is so allocated:
•

Represents the lowest level within the Group at which the goodwill is monitored for internal
management purposes; and

•

Is no larger than a segment based on either the Group’s primary or secondary reporting formats
in accordance with IAS 14 Segment Reporting.

Impairment is 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 is less than the
carrying amount, an impairment loss is recognised.
Goodwill arising from the acquisition of the US business is treated as a US dollar denominated asset
and is translated at the period-end rate.
g.

Other intangible assets
Other intangible assets represent the carrying value of computer software and licences.
Externally acquired computer software and licences are capitalised at the costs incurred to acquire and
bring into use the specific software.
Internally generated computer software programmes are capitalised to the extent that costs can be
separately identified and attributed to particular software programmes, measured reliably, and that the
asset developed can be shown to generate future economic benefits.
Such assets are defined as having finite useful lives and the costs are amortised on a straight-line basis
over the estimated useful lives of each of the assets, considered to be between three to five years. The
expense is taken to the consolidated income statement through the “depreciation and amortisation”
line.
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Summary of significant accounting policies (continued)
All costs relating to the “research” phase of the development cycle together with costs not separately
identifiable and attributable to particular programme development are expensed directly to the
consolidated income statement in the period in which it is incurred.
Intangible assets are reviewed for impairment whenever there is an indication that the carrying amount
may be impaired. Assets that are not currently in use are tested annually for impairment. Useful lives
are also examined on an annual basis and adjustments, where applicable, are made on a prospective
basis.
The cost of intangible assets acquired in a business combination is fair value as at the date of
acquisition.

h.

Prepaid leasehold costs
Prepaid leasehold costs represent various costs associated with the acquisition of short leasehold
properties that are amortised over the length of the lease.
The Group assesses at each balance sheet date whether leasehold costs are impaired.

i.

Financial assets
Financial assets in the scope of IAS 39 are classified as financial assets at fair value through the
income statement; loans and receivables; held to maturity investments; or as available-for-sale
financial assets, as appropriate. The Group determines the classification of its financial assets at initial
recognition and re-evaluates this designation at each financial year-end. When financial assets are
recognised initially, they are measured at fair value, being the transaction price plus, in the case of
financial assets not at fair value through profit and loss, directly attributable transaction costs.
Investments
The Group’s investments are classified as either available for sale financial assets or at fair value
through the income statement. They are further classified as non-current unless management expects
to dispose of the investment within twelve months of the balance sheet date.
Investments held at fair value through the income statement are quoted investments, they are not held
for trading. Following revisions to IAS 39 the designation of financial assets as fair value through the
income statement is now restricted to specific circumstances.
This revision has had no impact on the accounting treatment of the quoted investments. These
investments relate to the deferred compensation plan detailed in note (p) below where the employee’s
entitlement is limited to the market value of the fund. On this basis the use of fair value through the
income statement is permitted by IAS 39 revised, because it eliminates a measurement inconsistency
(“accounting mismatch”) that would otherwise arise from measuring assets or liabilities or
recognising the gains or losses on them on a different basis.
Subsequent to initial recognition these investments are held at fair value; the fair values are based
upon bid prices ruling at the balance sheet date. Fair value adjustments are recognised through the
consolidated income statement.
Available for sale investments consist of unlisted securities. As there is no active market for these
investments their fair value cannot be reliably measured, subsequent to initial recognition these
investments are held at cost less impairment. The carrying values of unlisted investments are reviewed
for impairment when events or changes in circumstances indicate that the carrying value may not be
recoverable. Any impairment expense is recognised through the consolidated income statement.
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Other financial assets
Other financial assets represent security deposits with non-financial institutions that have no fixed
date of repayment and that are not expected to be repaid within the next twelve months. On initial
recognition these assets are held at cost and subsequently at amortised cost.
The Group assesses at each balance sheet date whether an other financial asset is impaired.

j.

Trade and other receivables
Trade receivables, which generally have 7-30 day terms, are recognised and carried at original invoice
amount less an allowance for uncollectible amounts and credit notes. An allowance for doubtful debts
is made when collection of the full amount is no longer probable. Bad debts are written off when
identified.

k.

Cash and cash equivalents
Cash and short-term deposits in the consolidated balance sheet comprise cash at bank and in hand and
short-term deposits with an original maturity of three months or less.
For the purpose of the consolidated cash flow statement, cash and cash equivalents consist of cash and
short-term deposits as defined above, net of outstanding bank overdrafts. Bank overdrafts are shown
with other short term borrowings on the consolidated balance sheet.

l.

Non-current assets held for sale
Non-current assets are classified as held for sale if their carrying value will be recovered through a
sale transaction rather than through continuing use. This condition is regarded as met only when the
sale is highly probable and the asset is available for immediate sale in its present condition.

m.

Trade and other payables
Trade payables are not interest bearing and as they are short term are stated at invoiced value.

n.

Taxes
Current tax
Current tax assets and liabilities for the current and prior periods are measured at the amount expected
to be recovered from or paid to the taxation authorities. The tax rates and the tax laws used to compute
the amount are those that are enacted or substantively enacted by the balance sheet date.
Deferred tax
Deferred income tax is provided, using the liability method, on temporary differences at the balance
sheet date between the tax bases of assets and liabilities and their carrying amounts for financial
reporting purposes.
Deferred income tax liabilities are recognised for all taxable temporary differences, except:
•

where the deferred income tax liability arises from the initial recognition of goodwill or of an
asset or liability in a transaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss; and

•

in respect of taxable temporary differences associated with investments in subsidiaries, where
the timing of the reversal of the temporary differences can be controlled and it is probable that
the temporary differences will not reverse in the foreseeable future
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Summary of significant accounting policies (continued)
Deferred income tax assets are recognised on an undiscounted basis for all deductible temporary
differences, carry-forward of unused tax credits and unused tax losses, to the extent that it is probable
that taxable profit will be available against which the deductible temporary differences, and the carryforward of unused tax credits and unused tax losses can be utilised except:
•

where the deferred income tax asset relating to the deductible temporary difference arises from
the initial recognition of an asset or liability in a transaction that is not a business combination
and, at the time of the transaction, affects neither the accounting profit nor taxable profit or
loss; and

•

in respect of deductible temporary differences associated with investments in subsidiaries,
deferred tax assets are recognised only to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable profit will be available against
which the temporary differences can be utilised.

The carrying amount of deferred income tax assets is reviewed at each balance sheet date and reduced
to the extent that it is no longer probable that sufficient taxable profit will be available to allow all or
part of the deferred income tax asset to be utilised. Unrecognised deferred income tax assets are
reassessed at each balance sheet date and are recognised to the extent that it has become probable that
future taxable profit will allow the deferred tax asset to be recovered.
Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to
the year when the asset is realised or the liability is settled, based on tax rates (and tax laws) that have
been enacted or substantively enacted at the balance sheet date.
Income tax relating to items recognised directly in equity is recognised in equity and not in the income
statement.
Deferred tax assets and liabilities are offset if a legally enforceable right exists to set off current tax
assets against current tax liabilities and the deferred taxes relate to the same taxable entity and the
same taxation authority.
Sales taxes
Revenues, expenses and assets are recognised net of the amount of sales tax except:
•

where the sales tax incurred on a purchase of goods or services or assets is not recoverable from
the taxation authority, in which case the sales tax is recognised as part of the cost of acquisition
of the asset or as part of the expense item as applicable; and

•

receivables and payables that are stated with the amount of sales tax included.

The net amount of sales tax recoverable from, or payable to, the taxation authority is included as part
of receivables or payables in the balance sheet.
o.

Provisions
Provisions are recognised when the Group has a present legal or constructive obligation as a result of
past events; it is more likely than not that an outflow of resources will be required to settle the
obligation; and the amount has been reliably estimated.
If the effect of the time value of money is material, provisions are determined by discounting the
expected future cash flows at a pre-tax rate that reflects current market assessments of the time value
of money. When discounting is used, the increase in the provision due to the passage of time is
recognised as a borrowing cost.
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p.

Employee benefits
Short term benefits – bonus arrangements
The Group operates a number of annual bonus arrangements for Directors and employees. The cost
of these arrangements is recognised in the income statement when the Group has an obligation to
make such payments as a result of the achievement of performance targets and when a reliable
estimate of this obligation can be made.
Pension obligations
The Group provides pension arrangements for its UK based Directors and employees through defined
contribution schemes. Contribution costs are expensed to the income statement as they become due.
Other post-employment obligations
In the US the Group operates a deferred compensation plan for certain key employees. The plan
allows the employee to defer receipt of a portion of their emoluments together with a contribution
from the Group. The deferred amounts plus the Group contribution are paid into an external trust fund
in the USA. Employees’ entitlement is limited to the market value of the fund; therefore, both the
investment and the liability to the employee are marked to market on an annual basis, with movements
in the liability passing through the administrative expenses line (salaries and wages) in the income
statement and the movement in market value of investments being recorded through finance
income/expense.
Share-based compensation
The Group operates equity-settled share-based compensation plans for employees (including
Directors), all such schemes are equity settled. The cost of equity settled transactions with employees
and Directors is measured by fair value at the date at which they are granted. The fair value of these
options is determined by an external valuer using an appropriate pricing model. In valuing equitysettled transactions, no account is taken of any vesting conditions, other than conditions linked to the
Group’s share price.
The cost of equity-settled transactions is recognised as an expense over the vesting period which ends
on the date on which the relevant employees become fully entitled to the award. At each balance sheet
date the Group reviews and revises the assumptions regarding the number of awards that are expected
to vest. The cumulative expense recognised for equity-settled transactions at each 31 December until
the vesting date therefore reflects the extent to which the vesting period has expired and the Group’s
best estimate, at that date, of the number of awards that will ultimately vest.
No expense is recognised for awards that do not ultimately vest, except for awards where vesting is
conditional upon the Group’s share price, which are treated as vesting irrespective of whether that
condition has been met, provided that all other conditions have been satisfied.
Where the terms of an equity-settled award are modified, as a minimum an expense is recognised as
if the terms had not been modified. An additional expense is recognised to the extent that the
modification in terms increases the value of the award, as measured at the date of modification.
Where an equity-settled award is cancelled, it is treated as having vested on the date of cancellation
and the Group recognises immediately the amount that would otherwise have been recognised for
services received over the remainder of the vesting period. Any payment made on cancellation shall
be accounted for as a repurchase of an equity interest except to the extent that the payment exceeds
the fair value of the equity measured at the repurchase date. However, if a new equity-settled award
is substituted for the cancelled award, and designated as a replacement award on the date it is granted,
the cancelled and new awards are treated as if they were a modification of the original award, as
described in the previous paragraph.
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Summary of significant accounting policies (continued)
The dilutive effect of outstanding options is reflected as additional share dilution in the computation
of earnings per share (see note 10).
The Group has taken advantage of the transitional provision of IFRS 2 in respect of equity-settled
awards and has applied IFRS 2 only to equity-settled awards granted after 7 November 2002 that had
not vested before 1 January 2005.
Termination benefits
Termination benefits are payable when employment is terminated before the normal retirement date,
or whenever an employee accepts voluntary redundancy in exchange for these benefits. The Group
recognises termination benefits when it is demonstrably committed to terminating the employment of
current employees according to a detailed formal plan without the possibility of withdrawal.

q.

Leases
Finance leases, which transfer to the Group substantially all the risks and benefits incidental to
ownership of the leased item, are capitalised at the inception of the lease at the fair value of the leased
asset or, if lower, at the present value of the minimum lease payments. Lease payments are
apportioned between the finance charges and reduction of the lease liability so as to achieve a constant
rate of interest on the remaining balance of the liability. Finance charges are charged directly against
income.
Assets held under finance leases are depreciated over the shorter of the estimated useful life of the
asset and the lease term.
All other leases are classified as operating leases. Payments under operating leases are expensed to
the consolidated income statement on a straight-line basis over the period of the lease.

r.

Revenue
Revenue is measured at the fair value of the consideration received or receivable and represents
amounts receivable for the provision of staffing services, net of value added tax, rebates and discounts
and after eliminating sales made within the Group.
Revenue for temporary staffing services is recognised and accrued by reference to hours worked in
accordance with approved weekly or daily timesheets. Pro-rata adjustments are made for weeks that
straddle a period-end.
The Group recognises the income derived from permanent placements when the employment of the
individual commences, with provision made for refunds if the placement is terminated within a short
period.
Where the Group provides a vendor procurement service the amount of revenue recognised is limited
to the management fee receivable for that service.
Interest income receivable on deposits with financial institutions is recognised on an accrued basis.

s.

Other income and expenses
Items of income and expense that are considered by management to be of material size and to be of
an unusual nature, not arising from the normal operating activities of the Group, are separated out on
the face of the consolidated income statement and in the notes, as appropriate.
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t.

Interest bearing loans and borrowings
All loans and borrowings are initially recognised at fair value of the consideration received less
directly attributable issue costs.
After initial recognition, interest-bearing loans and borrowings are subsequently measured at
amortised cost using the effective interest rate method. This cost is computed as the amount initially
recognised minus principal repayments, plus or minus the cumulative amortisation using effective
interest method of any difference between the initially recognised amount and the maturity amount.
Amortised cost is calculated by taking into account any issue costs, and any discount or premium on
settlement.
Gains and losses are recognised in net profit or loss when the liabilities are derecognised as well as
through the amortisation process.

u.

Derivative financial instruments
It is the Group’s policy that there should be no trading in financial instruments such as derivatives or
interest rate swaps. The Group’s policy with regard to forward foreign exchange contracts is to only
hedge specific risks with a determinable date that arise from operations or financing.
There have been no hedging activities in 2006 or 2005.

v.

Equity instruments
Equity instruments issued by the Company are recorded at the proceeds received, net of direct issue
costs. Own shares held in The Corporate Services Group Employee Share Trust (note 21) are deducted
from equity. No gains or losses are recognised in the consolidated income statement on transactions
in these shares.

w.

New standards and Interpretations not applied
During the year, the IASB and IFRIC have issued the following standards and interpretations with an
effective date after the date of these financial statements:
International Accounting Standards (IAS IIFRS)
IFRS 7
IAS 1

–
–

IFRS 8

–

Financial instruments: disclosures
Amendment – presentation of financial statements:
capital disclosures
Operating segments

Effective date
1 January 2007
1 January 2007
1 January 2009

International Financial Reporting Interpretations Committee (IF RIC)
IFRIC 8 –
IFRIC 9 –
IFRIC 10 –
IFRIC 11 –
IFRIC 12 –
*

Scope of IFRS 2
Reassessment of embedded derivatives
Interim financial reporting and impairment *
IFRS 2 group and treasury share transactions *
Service concession arrangements *

1 May 2006
1 June 2006
1 November 2006
1 March 2007
1 January 2008

Not yet adopted by the European Union

The Directors do not anticipate that the adoption of these standards and interpretations will have a
material impact on the Group’s financial statements in the period of application.
Upon adoption of IFRS 7, the Group will have to disclose additional information about its financial
instruments, their significance and the nature and extent of risks that they give rise to. More
specifically, the Group will need to disclose the fair value of its financial instruments and its risk
exposure in greater detail. There will be no effect on reported income or net assets.
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Upon adoption of IFRS 8, the Group will be required to disclose financial and descriptive information
about its reportable segments. Whilst the criteria used to identify the reportable segments differs from
that currently applied in accordance with IAS 14, there will be no effect on reported income or net
assets.

3.

Financial risk management and treasury

The Group finances its activities with a combination of financial instruments such as bank overdrafts,
revolving credit facilities, loan notes, finance and operating leases, hire purchase contracts, investments, cash
and short-term deposits. Overdrafts and revolving credit facilities are used to satisfy short term cash flow
requirements. The Group also has various other financial assets and liabilities that arise directly from its
operations, such as trade receivables and payables.
The main risks arising from the Group’s financial instruments are set out below. The Board reviews and
agrees policies for managing each of these risks and these are summarised below.
It is, and has been throughout the period under review, the Group’s policy that no trading in financial
instruments such as derivatives, or interest rate swaps shall be undertaken. The Group’s policy with regard
to foreign exchange contracts is to only hedge specific risks with a determinable date that arise from
operations or financing.
Interest rate risk
The majority of the Group’s borrowings is at a fixed rate of interest and thus not exposed to cash flow interest
rate risk. This does, however, expose the Group to fair value risk and the Group could suffer unplanned costs
should the debt be restructured or repaid early as part of the liquidity management process. In contrast, while
floating rate borrowings are not exposed to changes in fair value, the Group is exposed to cash flow risk as
costs increase if market rates rise.
The Group earns interest on credit bank balances at a floating rate of interest. The Group borrows in desired
currencies at both fixed and floating rates of interest. The Group’s policy is to minimise cash flow risk
associated with interest expense through judicious use of invoice discounting facilities and the use of interest
bearing deposit accounts for any surplus funds.
Liquidity risk
The Group’s funding strategy is to maintain a balance between continuity of funding and flexibility through
the use of cash, deposits, revolving credit facilities, loan notes and leasing contracts. The Group aims to
ensure that it has committed borrowing facilities in place in excess of its peak forecast borrowings for at least
the next twelve months. Short-term flexibility is achieved by the use of deposits and revolving credit
facilities.
Under the Group’s revolving credit facilities (invoice discounting) £49,760,000 (2005: £42,297,000) was
available for drawdown against trade receivable balances at 31 December 2006. Two of these facilities are
available until April 2007, however one of these may be terminated on written notice of three months by
either party. The third facility is available for a minimum of one year from March 2004, and otherwise
continues, but may be terminated by either party on written notice of six months. The providers may amend
the commercial terms of the facilities at any time.
The Group’s principal banking facilities in both the UK and the USA are due to expire in April 2007. Over
recent months, the Group has had discussions with its existing lenders and potential new lenders to the Group
with the aim of securing increased and more flexible borrowing facilities, on improved terms and at a
reduced cost. The process has progressed well with interest expressed by a number of banks. The Group is
currently finalising legal documentation with its preferred providers.
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Credit risk
The risk of financial loss due to a counterparty’s failure to honour its obligations arises principally in relation
to transactions where the Group provides services on deferred terms.
Group policies are aimed at minimising such losses; it only trades with recognised, creditworthy third
parties. It is the Group’s policy that all customers who wish to trade on credit terms are subject to credit
verification procedures. In addition, receivable balances are monitored on an ongoing basis with the result
that the Group’s exposure to bad debts is kept to a minimum.
With respect to credit risk from other financial assets of the Group, which comprise cash and cash
equivalents and investments, the Group’s exposure to credit risk arises from the default of the counter party,
with a maximum exposure equal to the carrying amount of these assets. These risks are minimised by
restricting deposits and investments to those available from well-established reputable, financial institutions.
Foreign currency risk
The Group has significant investment in its operations in the United States, the Group’s consolidated balance
sheet can be affected significantly by the movements in the US$/£ exchange rate.
The Group does not hedge against the impact of exchange rate movements on the translation of foreign
currency denominated profits.
Transactional currency exposures across the Group are minimal.
Price risk
The Group has investments in marketable securities and as such is exposed to price risk. These securities are
held in Trust on behalf of certain US employees and the underlying risk is borne by those employees. The
Group’s liability is limited to the market value of the securities.
4.

Segment information

The Group’s primary reporting format is geographical and its secondary format is by business type. The two
principal geographical regions are managed separately with separate head-office functions. The economic
climates of these two geographies exist independently and are subject to different legal and fiscal rules.
Although the Group does have operations in Australia and New Zealand the results are included under the
UK in the geographical analysis as they are not of a material size.
The geographical segments are based upon the location of the business units which is also the location of its
customers. In the UK we identify three business segments, they are managed independently with different
economic and social challenges impacting their results, the principal services provided under these segments
are discussed in the Chief Operating Officer and Group Finance Director’s report on pages 132 to 137.
Revenue disclosed in the income statement relates solely to the rendering of services. There are no
significant intersegment sales.
Unallocated assets and liabilities represent cash and borrowings, which are considered to be funding for the
Group as a whole and corporation tax balances.
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Geographic segments
Continuing operations
Year ending 31 December 2006
United States
£000

Operations Total
£000

––––––––

349,774

––––––––

184,723

––––––––

534,497

––––––––

––––––––

8,823
(1,202)
(723)
––––––––

4,474
(337)
(376)
––––––––

13,297
(1,539)
(1,099)
––––––––

(2,914)
–
–
––––––––

10,383
(1,539)
(1,099)
––––––––

Segment revenue
Result
Segment result before
depreciation and amortisation
Depreciation
Amortisation
Segment result/operating
profit/(loss)
Finance costs – net
Finance expense on early
redemption of loan notes

Corporate
costs – UK
£000

United Kingdom
£000

6,898

––––––––

3,761

––––––––

10,659

––––––––

–

(2,914)

––––––––

Profit for the period

7,745

––––––––

(4,742)

––––––––
73,862
––––––––

78,472
––––––––

152,334
––––––––

1,438
––––––––

(45,437)
––––––––

(27,292)
––––––––

(72,729)
––––––––

(2,324)
––––––––

Unallocated assets
Total assets
Segment liabilities

534,497

(650)
––––––––
2,353
(8)
––––––––
2,345

Profit before taxation
Taxation

Assets and liabilities
Segment assets

Group Total
£000

153,772
––––––––
3,518
––––––––
157,290

––––––––

Unallocated liabilities
Total liabilities

(75,053)
––––––––
(56,638)
––––––––
(131,691)

––––––––
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Geographic segments
Continuing operations
Year ending 31 December 2005
United States
£000

Operations Total
£000

––––––––

342,293

––––––––

181,724

––––––––

524,017

––––––––

––––––––

4,046
(1,352)
(702)
––––––––

1,936
(403)
(351)
––––––––

5,982
(1,755)
(1,053)
––––––––

(2,979)
–
–
––––––––

3,003
(1,755)
(1,053)
––––––––

Segment revenue
Result
Segment result before
depreciation and amortisation
Depreciation
Amortisation
Segment result/operating
profit/(loss)
Finance costs – net
Finance expense on early
redemption of loan notes

Corporate
costs – UK
£000

United Kingdom
£000

1,992

––––––––

1,182

––––––––

3,174

––––––––

–

(2,979)

––––––––

Loss for the period

57,316

––––––––

90,340

––––––––

147,656

––––––––

1,439

––––––––

Unallocated assets

Unallocated liabilities

195

––––––––

(4,889)

––––––––
––––––––

149,095

4,274
––––––––
153,369

Total assets
Segment liabilities

524,017

–
––––––––
(4,694)
(20)
––––––––
(4,714)

Loss before taxation
Taxation

Assets and liabilities
Segment assets

Group Total
£000

(38,177)

––––––––

(31,559)

––––––––

Total liabilities

(69,736)

––––––––

(1,407)

––––––––

––––––––
––––––––

(71,143)

(50,261)
––––––––
(121,404)

––––––––
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Geographic segments
Continuing operations
Other segment information
For the purposes of the following tables the Corporate activities are treated as relating wholly to the UK
although they do include Group movements in short term borrowings and tax movements.
United Kingdom United States
£000
£000
Year ending 31 December 2006
Capital expenditure
– property, plant & equipment
– intangible assets
Other non-cash (income)/expenses
– operations – share based payments
(income)/expenses
Cash flows
– operating activities
– investing activities
– financing activities

Corporate
costs –UK
£000

Group Total
£000

1,140
673

–
–

1,140
673

923
414

217
259

(24)

(91)

(115)

(814)

(929)

(483)
(1,275)
16,143

3,378
(552)
1,068

2,895
(1,827)
17,211

(3,382)
70
(14,471)

(487)
(1,757)
2,740

–––––––– –––––––– –––––––– –––––––– ––––––––
United Kingdom United States
£000
£000

Year ending 31 December 2005
Capital expenditure
– property, plant & equipment
– intangible assets
Other non-cash (income)/expenses
– operations – share based payments
(income)/expenses
Cash flows
– operating activities
– investing activities
– financing activities

Operations
Total
£000

Operations
Total
£000

Corporate
costs – UK
£000

Group Total
£000

990
339

172
126

1,162
465

–
–

1,162
465

186

98

284

819

1,103

1,418
(801)
3,963

(140)
46
1,056

1,278
(755)
5,019

(2,492)
127
(4,326)

(1,214)
(628)
693

–––––––– –––––––– –––––––– –––––––– ––––––––
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Business segments
Continuing operations
Year ending 31 December 2006
Commercial
and specialist
staffing
£000
Segment revenue

445,521

Unallocated assets

83,908

5,068

Operations
Total
£000

Corporate
costs – UK
£000

Group
Total
£000

534,497

–

534,497

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––

Result
Segment result before depreciation
and amortisation
8,765
Depreciation
(1,379)
Amortisation
(898)
––––––––
Segment result/operating
profit/(loss)
6,488
Assets
Segment assets

Vendor
Healthcare procurement –
staffing
UK
£000
£000

2,749
(142)
(182)
––––––––

1,783
(18)
(19)
––––––––

13,297
(1,539)
(1,099)
––––––––

(2,914)
–
–
––––––––

2,425

1,746

10,659

(2,914)

12,081

13,050

152,334

1,438

7,745

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––
–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––
127,203

153,772

3,518
––––––––
157,290

Total assets
Other segment information
Capital expenditure
– property, plant & equipment
– intangible assets

10,383
(1,539)
(1,099)
––––––––

––––––––
929
546

160
126

51
1

1,140
673

–
–

1,140
673

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––
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4.

Segment information (continued)

Business segments
Continuing operations
Year ending 31 December 2005
Commercial
and specialist
staffing
£000
Revenue
Result
Segment result before
depreciation and amortisation
Depreciation
Amortisation
Segment result/operating
profit/(loss)
Assets
Segment assets

Vendor
Healthcare procurement –
staffing
UK
£000
£000

420,188

101,214

627
(1,269)
(859)
––––––––

4,796
(433)
(146)
––––––––

2,615

Operations
Total
£000

Corporate
costs –
UK
£000

Group Total
£000

524,017

–

524,017

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––

(1,501)

559
(53)
(48)
––––––––

5,982
(1,755)
(1,053)
––––––––

4,217

458

3,174

12,027

6,345

147,656

(2,979)
–
–
––––––––
(2,979)
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–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––
–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––
129,284

1,439

Unallocated assets

149,095

4,274
––––––––
153,369

Total assets
Other segment information
Capital expenditure
– property, plant & equipment
– intangible assets

3,003
(1,755)
(1,053)
––––––––

––––––––
1,093
390

64
68

5
7

1,162
465

–
–

1,162
465

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––

In recognition of the different nature of the vendor procurement business, its future prospects and its
increasing importance to the UK result, the Board has decided to break-out the UK Comensura results from
the UK commercial and specialist staffing segment.
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5.

Operating profit from continuing operations

a.

Operating profit from continuing operations has been arrived at after charging/(crediting):
Years ending 31 December
2006
2005
£000
£000
Net foreign exchange (gains)/losses
Depreciation of property, plant and equipment
Amortisation of intangible assets
Amortisation of prepaid leasehold costs
Minimum lease payments recognised as an operating lease expense
Lease income received from sub-lets
Charge for bad and doubtful trade receivables
Cost of defined contribution pension plans
Loss/(profit) on disposal of property, plant and equipment
Loss/(profit) on disposal of non-current assets held for sale*
*

b.

(60)
1,539
1,032
67
9,101
(345)
798
808
6
–

––––––––

64
1,755
990
63
9,238
(258)
303
720
(14)
(46)

––––––––

Two UK freehold properties were identified at 31 December 2003 as being held for sale. The decision had been taken to
market these properties and to move all operations out of the premises at the earliest opportunity. At the date of
classification these properties were fully expected to have been sold within a twelve-month period. In the event
completion of one of these properties did not take place until February 2005. The (profit)/loss on disposal of non-current
assets held for sale is included in administrative expenses on the income statement and relates to the UK Healthcare
segment in 2005.

Auditors remuneration
Years ending 31 December
2006
2005
£000
£000
Fees payable to the auditors for the audit of the Group’s
annual financial statements
Fees payable to the Group’s auditors and their associates
for other services:
• The audit of the Company’s subsidiaries pursuant to legislation
• Other services supplied pursuant to legislation
• Taxation services

––––––––

96

––––––––

311
79
3
––––––––
393
––––––––
489

280
56
24
––––––––
360
––––––––
487

––––––––

177

127

––––––––

6.

Employment costs
Years ending 31 December
2006
2005
£000
£000

Wages and salaries
Social security costs
Pension costs
Expense of share-based payments – note 22

59,150
5,117
808
(929)
––––––––
64,146

Costs of employment

––––––––

56,489
4,914
720
1,103
––––––––
63,226

––––––––

Details for each Director of remuneration, pension entitlement and interests in share capital are set out on
page 140 and pages 150 to 151.
Years ending 31 December
2006
2005
Number
Number
Commercial/specialist staffing services – UK
Commercial/specialist staffing services – US
Healthcare staffing services – UK
Vendor procurement – UK
Corporate staff – UK

911
576
265
48
11
––––––––
1,811

Average number of employees
7.

––––––––

983
585
239
40
15
––––––––
1,862

––––––––

Finance income and expense
Years ending 31 December
2006
2005
£000
£000

Bank interest receivable (on a historical cost basis)
Net foreign exchange gains on monetary assets and liabilities
Unrealised gain on investments held at fair value through
income statement
Finance income

(234)
(32)

(292)
(56)

(56)
––––––––
(322)

(11)
––––––––
(359)

––––––––

––––––––

Years ending 31 December
2006
2005
£000
£000
Loan notes
Revolving credit facilities
Finance charges payable under finance lease contracts
Bank loans and overdrafts
Other interest payable
Total interest payable
Unwinding of discount on Workers’ compensation provision (note 20)
Finance expense
8.

3,994
757
22
–
125
––––––––
4,898
166
––––––––
5,064

––––––––

4,500
442
33
8
143
––––––––
5,126
122
––––––––
5,248

––––––––

Finance expense on early redemption of loan note

On 3 July 2006, the Company redeemed £10 million of its £45 million 10 per cent. guaranteed loan notes
due 2011. The redemption was funded by increased borrowings from the Group’s existing senior lenders.
The one-off cost of this redemption, £650,000, has been shown on a separate line of the consolidated income
statement.
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9.

Taxation

(a)

Tax charged in the income statement
Years ending 31 December
2006
2005
£000
£000
– UK Corporation tax on profits of the period
– Adjustments in respect of previous periods
– Foreign tax in the period
– Adjustment to Foreign tax in respect of previous periods
Total current income tax
Deferred tax expense
Total tax charge in the income statement

–
–
––––––––
–
8
–
––––––––
8
–
––––––––
8

––––––––

–
–
––––––––
–
20
–
––––––––
20
–
––––––––
20

––––––––

No current or deferred tax has been charged or credited in the consolidated statement of changes in
equity in either year.
(b)

Reconciliation of the total tax charge
The average effective tax rate of 0.3 per cent. (2005: (0.4) per cent.) can be reconciled to the standard
UK corporation tax rate of 30.0 per cent. as follows:
Years ending 31 December
2006
2005
%
%
Differences in tax rates in other countries
Foreign taxes in the period
Expenses not deductible for tax purposes
Movement in deferred tax asset not recognized
Effective total tax rate

(c)

(7.1)
0.3
(3.6)
(19.3)
––––––––
0.3

––––––––

5.6
(0.4)
(7.4)
(28.2)
––––––––
(0.4)

––––––––

Deductible temporary differences
The Group has deductible temporary differences relating to provisions and deferred capital
allowances of £41,015,000 (2005: £51,190,000). Deferred tax assets have not been recognised in
respect of these temporary differences as they have arisen in subsidiaries that have been loss-making
for tax purposes for some time. They have no expiry date.

(d)

Unrecognised tax losses
The Group has tax losses that arose in the UK of £49,485,000 (2005: £49,920,000) and tax losses that
arose in the USA of £96,603,000 (2005: £99,068,000) that are available for offset against future
taxable profits of the companies in which the losses arose. There is no expiry date on the UK losses
but the US losses expire between 2018 and 2026. Deferred tax assets have not been recognised in
respect of these losses as they may not be used to offset taxable profits elsewhere in the Group and
they have arisen in subsidiaries that have been loss-making for tax purposes for some time. There are
no significant temporary differences associated with the Group’s investment in subsidiaries.
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10.

Earnings/(loss) per share

Basic earnings per share amounts are calculated by dividing the profit for the year attributable to the equity
holders of the Company by the weighted average number of ordinary shares outstanding during the year.
Diluted earnings per share amounts are calculated on the same basis but after adjusting the denominator for
the effects of dilutive options. The only potentially dilutive shares arise from the share options issued by the
Group under its share-based compensation plans (described in note 2(p)). Details of the options outstanding
at the balance sheet date are given in note 22.
The weighted average number of shares in 2006 is 1,074,625,900 (2005: 1 ,072,805,813) excluding the
shares owned by the Corporate Services Group Employee Share Trust.
There are 7,254,270 dilutive share options as at 31 December 2006 (2005: nil), therefore the fully diluted
weighted average number of shares in 2006 is 1,081,880,170 excluding the shares owned by the Corporate
Services Group Employee Share Trust. This fully diluted number of shares leads to no effective change to
the earnings per share figures. A weighted average total of 67,036,046 (2005: 76,347,692) options have been
excluded from the diluted earnings per share calculation either because their exercise price was in excess of
the average market price, or the conditions on the options were such that they did not qualify to be brought
into the calculation.
The calculations of earnings/(loss) per share are based upon the following consolidated income statement
data:
Profit/(loss) for the year
Years ending 31 December
2006
2005
£000
£000
Basic and diluted
Profit/(loss) for the year

2,345

(4,714)

––––––––

––––––––
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Earnings/(loss) per share
Years ending 31 December
2006
2005
Pence
Pence
0.2

––––––––

(0.4)

––––––––

11.

Property, plant and equipment

Net carrying value – 1 January 2005
Cost – 1 January 2005
Foreign exchange
Additions
Disposals
Cost – 31 December 2005
Depreciation – 1 January 2005
Foreign exchange
Charge for the year
Disposals
Depreciation – 31 December 2005
Net carrying value – 31 December 2005
Cost – 1 January 2006
Foreign exchange
Additions
Disposals
Cost – 31 December 2006
Depreciation – 1 January 2006
Foreign exchange
Charge for the year
Disposals
Depreciation – 31 December 2006
Net carrying value – 31 December 2006

Freehold
property
£000

Furniture,
fixtures
and fittings
£000

Computer
equipment
£000

Total
£000

164

4,293

1,515

5,972

––––––––

––––––––

––––––––

––––––––

218
8
–
–
––––––––
226
––––––––
54
7
3
–
––––––––
64
––––––––
162

9,157
312
876
(762)
––––––––
9,583
––––––––
4,864
241
937
(757)
––––––––
5,285
––––––––
4,298

13,161
71
286
(48)
––––––––
13,470
––––––––
11,646
45
815
(28)
––––––––
12,478
––––––––
992

22,536
391
1,162
(810)
––––––––
23,279
––––––––
16,564
293
1,755
(785)
––––––––
17,827
––––––––
5,452

226
9
–
–
––––––––
217
––––––––
64
(8)
3
–
––––––––
59
––––––––
158

9,583
(350)
828
(304)
––––––––
9,757
––––––––
5,285
(288)
898
(295)
––––––––
5,600
––––––––
4,157

13,470
(90)
312
(103)
––––––––
13,589
––––––––
12,478
(64)
638
(99)
––––––––
12,953
––––––––
636

23,279
(449)
1,140
(407)
––––––––
23,563
––––––––
17,827
(360)
1,539
(394)
––––––––
18,612
––––––––
4,951

––––––––

––––––––

––––––––

––––––––

––––––––

––––––––

––––––––

––––––––

Included in furniture, fixtures and fittings above are assets held under finance lease with a net book value of
£149,652 (2005: £230,548).
12.

Goodwill
As at 31 December
2006
2005
£000
£000

Carrying value – 1 January
Foreign exchange

50,246
(5,915)
––––––––
44,331

Carrying value – 31 December

––––––––

45,152
5,094
––––––––
50,246

––––––––

Goodwill acquired through business combinations is allocated for impairment testing purposes to a single
cash-generating business, which is also a reporting segment; the US commercial/specialist staffing business.
This represents the lowest level within the Group at which goodwill is monitored for internal management
purposes.
The recoverable amount for the US commercial/specialist staffing business has been determined based upon
a value-in-use calculation using cash flow projections based on financial budgets approved by the Board
covering the next two years. The discount rate applied to the cash flow projections is 10 per cent. (2005: 10
per cent.) and cash flows beyond the two-year period have been extrapolated using a 3.5 per cent. growth
rate (2005: 3.5 per cent.) that is the same as the long-term growth rate of the general US economy.
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12.

Goodwill (continued)

Key assumptions
The calculation of value in use is most sensitive to the following assumptions:
•

Gross margin

•

Discount rate

•

Growth rate used to extrapolate beyond the budget period

Gross margin is based on the average margin achieved in the two years preceding the start of the budget
period. These have been increased modestly over the budget period for anticipated changes to business mix.
Discount rate reflects the Directors’ estimate of an appropriate market rate of return taking into account the
relevant risk factors.
Growth rate assumptions are based upon the long-term average growth rate of the US economy. Management
recognises that the commercial/specialist staffing market growth rates fluctuate both above and below this
rate, however, believe that in the long-term these rates will trend towards the average for the economy as a
whole.
Sensitivity to changes in assumptions
The impairment calculation is sensitive to changes in the above assumptions, if the total gross margin of the
business was to fall by more than 5 per cent. or if the cost of capital were to exceed 13 per cent. then an
impairment charge may be required.
13.

Other intangible assets
£000

Net carrying value – 1 January 2005

2,540
––––––––
8,538
549
465
(16)
––––––––
9,536
––––––––
5,998
420
990
(16)
––––––––
7,392
––––––––
2,144

Cost – 1 January 2005
Foreign exchange
Additions
Disposals
Cost – 31 December 2005
Amortisation – 1 January 2005
Foreign exchange
Charge for the year
Disposals
Amortisation – 31 December 2005
Net carrying value – 31 December 2005

––––––––

Cost – 1 January 2006
Foreign exchange
Additions
Disposals

9,536
(660)
673
(4)
––––––––
9,545
––––––––
7,392
(531)
1,032
(4)
––––––––
7,889
––––––––
1,656

Cost – 31 December 2006
Amortisation – 1 January 2006
Foreign exchange
Charge for the year
Disposals
Amortisation – 31 December 2006
Net carrying value – 31 December 2006

––––––––
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13. Other intangible assets (continued)
Included in additions for the year ended 31 December 2006, is software development costs of £314,000
(2005: £350,000) which have been capitalised at cost. These costs have been assessed as having a finite life
of 3 years (2005: 3 years) and are amortised, from the date the software is available for use, on a straightline basis over this period.
14.

Financial assets
As at 31 December
2006
2005
£000
£000

Investments – non-current
Available for sale investments
Marketable investments at fair value through the income statement
Other financial assets – non-current
Restricted access bank accounts
Deposits with non-financial institutions

83
1,677
––––––––
1,760
––––––––

83
1,535
––––––––
1,618
––––––––

2,023
1,199
––––––––
3,222
––––––––
4,982

3,878
1,239
––––––––
5,117
––––––––
6,735

––––––––

––––––––

Financial assets include:
•

The available for sale investments represent 4.65 per cent. (2005: 6.42 per cent.) of the share capital
of Clear Technology Inc., an unlisted company incorporated in the United States. A review of the
carrying value of this investment in December 2004 indicated the need for impairment to the carrying
value. Previous positive trading projections had not materialised and it was therefore decided to write
down the value to the Group’s share in the net assets of the company. I n the absence of a readily
available market price, this was considered to be the best estimate of the fair value of the investment.

•

The marketable investments at fair value through the income statement represent investments held in
Trust on behalf of certain US employees under a deferred compensation plan (see note 2(p)). The plan
allows certain key employees to defer receipt of a portion of their compensation. These deferred
compensation liabilities are funded by making contributions into a Trust. Employees entitlement is
limited to the market value of the fund. Investments in the Trust comprise shares in US mutual funds.
At 31 December 2006 these investments have been adjusted to the market value of £ 1,677,000 (2005:
£ 1,535,000). This movement is matched by an equivalent movement in other payables as disclosed
in note 17.

•

The restricted access bank account represents funds deposited into an escrow account under the selfinsurance arrangements for US workers compensation.

•

Deposits with non-financial institutions represent amounts held by suppliers, customers and landlords
as security for provision of facilities and services.

15.

Trade and other receivables
As at 31 December
2006
2005
£000
£000

Trade receivables – current (note 2 (j))
Other receivables – current
Prepayments and accrued income – current

91,620
388
5,505
––––––––
97,513

––––––––
183

74,371
2,176
7,592
––––––––
84,139

––––––––

15.

Trade and other receivables (continued)

•

80 per cent. of trade receivables are subject to revolving credit arrangements under which the Group
is entitled to receive a substantial proportion of the receivable balance shortly after they have been
invoiced. The Group retains the credit risk (note 3).

•

Trade receivables also includes the gross receivable of £12,700,000 (2005: £6,100,000) under vendor
procurement arrangements in the UK where the Group only recognises the management fee element
of the receivable as revenue – Note 2(r).

16.

Cash and short-term deposits
As at 31 December
2006
2005
£000
£000

Cash at hand and in bank
Short-term deposits

3,518
–
––––––––
3,518

Cash and cash equivalents
17.

––––––––

4,077
197
––––––––
4,274

––––––––

Trade and other payables
As at 31 December
2006
2005
£000
£000

Trade payables – current
Other tax and social security costs – current
Other creditors and accruals – current

33,445
15,937
21,311
––––––––
70,693

––––––––

26,841
16,488
20,789
––––––––
64,118

––––––––

Trade creditors include amounts payable under vendor procurement and are related to certain of the trade
receivables – Note 15. Arrangements are such that the payable amount is not due by the Group until a few
days after receipt of the receivable.
Included in other creditors and accruals are:
•

£1,677,000 (2005: £ 1,535,000) in respect of liabilities accruing to certain US employees in respect
of a deferred compensation plan. These amounts are payable to members of the plan on retirement.

•

£119,000 (2005: £224,500) for contributions due to be made to defined contribution pension schemes
on behalf of certain employees of the Group.

18.

Bank overdrafts and short term borrowings
As at 31 December
2006
2005
£000
£000

Bank overdrafts – secured
Revolving credit borrowings – secured
Finance lease obligations < lyear – note 24

479
21,111
78
––––––––
21,668

––––––––
Details of the security arrangements are given in note 27.
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1,003
4,406
51
––––––––
5,460

––––––––

19.

Long-term Borrowings

Guaranteed secured loan note
Finance lease obligations> l year – note 24

Effective
interest rate

Maturity

10%

29 April 2011

As at 31 December
2006
2005
£000
£000
34,529
57
––––––––
34,586

––––––––

44,254
169
––––––––
44,423

––––––––

•

The 10 per cent. guaranteed secured loan notes are repayable in 2011. The notes may be redeemed at
the option of the Company on or after 29 April 2006 at 105 per cent. of their principal amount. The
notes are secured by subordinated guarantees from the Company’s principal operating subsidiaries,
and also subordinated security interest over the present and future assets of the Company and its
principal operating subsidiaries.

•

On 3 July 2006 the Company redeemed £10 million of the notes at the price of 105 per cent. of their
principal amount.

20.

Provisions

Current – 31 December 2005
Non-current – 31 December 2005

At 1 January 2006
Foreign exchange
Charged to income in the year
Utilised during the year
Released during the year
Unwinding of discount (note 7)

Vacant
properties
£000

Workers
compensation
£000

Total
£000

1,011
651
––––––––
1,662

2,789
2,574
––––––––
5,363

3,800
3,225
––––––––
7,025

––––––––

––––––––

––––––––

1,662
(9)
1,130
(665)
(956)
–
––––––––
1,162

5,363
(562)
1,787
(3,555)
–
166
––––––––
3,199

7,025
(571)
2,917
(4,220)
(956)
166
––––––––
4,361

At 31 December 2006

––––––––

––––––––

––––––––

Current – 31 December 2006
Non-current – 31 December 2006

521
641
––––––––
1,162

1,598
1,601
––––––––
3,199

2,119
2,242
––––––––
4,361

––––––––

––––––––

––––––––

Vacant properties
When a property ceases to be used for the purposes of the business, provision is made to the extent that the
recoverable amount of the interest in the property is expected to be insufficient to cover the future obligations
relating to the lease. A provision is made in respect of the expected holding costs to the estimated disposal
dates on vacant properties under leases with a weighted average period until settlement of 4.6 years.
Workers compensation
The US operations maintain insurance policies with significant excesses, below which claims are borne by
the operations. Provision is made for estimated costs of claims or losses arising from past events.
The level of provision made is based upon independent actuarial estimates, obtained at least twice yearly.
These estimates take into account the ultimate cost, less amounts paid to date, in respect of accidents
occurring between March 1993 and December 2006, the period covered by these self-insurance
arrangements. An allowance is made for claims incurred but not reported in line with standard actuarial
practice.
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20.

Provisions (continued)

The provision is for known claims as at the year-end date; these are expected to be settled between one and
five years.
21.

Issued share capital

1 January 2005
Exercise of options
31 December 2005
Exercise of options
31 December 2006

Number of
issued
shares
Thousands

Issued
share
capital
£000

Share
premium
account
£000

1,071,644
3,564
–––––––––
1,075,208
450
–––––––––
1,075,658

10,717
35
–––––––––
10,752
5
–––––––––
10,757

280,593
142
–––––––––
280,735
18
–––––––––
280,753

Own
shares
£000
(746)
–
–––––––––
(746)
–
–––––––––
(746)

Total
share
capital
£000
290,564
177
–––––––––
290,741
23
–––––––––
290,764

––––––––– ––––––––– ––––––––– ––––––––– –––––––––

The total authorised number of shares is 1,132,826,031 ordinary shares of 1 penny each and 274,130,441
deferred shares of 9 pence each. All issued shares are fully paid.
Own shares
At 31 December 2006 and 31 December 2005 1,000,000 ordinary shares of 1 p each in the capital of the
Company were held by Spread Trustee Company Limited in its capacity as trustee to The Corporate Services
Group Employee Share Trust (“The Trust”). The acquisition of the shares was funded by a loan from the
Company to the Trust. At 31 December 2006 the shares had a market value of £77,900 (2005: £67,500).
The Trust is a discretionary trust for the benefit of employees of the Group. Under the terms of the Trust, the
trustee is empowered to purchase shares in the Company with funds either contributed or loaned by
companies within the Group or borrowed externally and guaranteed by companies in the Group. The trustee
will use any shares acquired for the benefit of employees and former employees and their dependants
specifically in conjunction with employee share schemes operated by the Company.
All costs and income of the Trust are charged or credited to the Group profit and loss account as they accrue.
22.

Share based compensation – employee share incentive plans

Share option schemes
The Group has operated share option schemes for a number of years. Options have been granted under:
The Corporate Services Group plc – 1995 scheme
The Corporate Services Group plc – No.1 Executive share option scheme 2000
The Corporate Services Group plc – No.2 Executive share option scheme 2000
Options granted under the 1995 and 2000 schemes prior to April 2003 vested three years from the date of
grant and had a subsequent life of seven years. These grants of options required continuation of employment
and for the 2000 scheme would only vest if the Group’s share price achieved a set target each year, all options
would be settled in equity when exercised. The options were all granted before 7 November 2002 and are
not, therefore, required to be accounted for in accordance with IFRS 2.
Options granted under the 2000 schemes on and after 4 April 2003 were granted such that a proportion of
the award vested in each of four years beginning with the period starting one year after date of grant, but
dependent on the Company achieving certain share price targets each year.
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22.

Share based compensation – employee share incentive plans (continued)

On 23 September 2005 the targets were amended in respect of the majority of the members of the scheme
from a share price base to an earnings per share (“eps”) base and on that date, and for all subsequent grants,
options have been granted with eps targets. The options are settled in equity once exercised.
In 2005, the fair value of the modified options was calculated based upon the difference between the share
price on the date of change and the exercise price, an estimate of the likelihood of achieving the performance
targets over the remaining vesting period and an estimate of the number of executives who would leave the
scheme during the period; the incremental fair values granted as a result of the modification was 1.87p.
The weighted average fair value of the options granted at the date of grant in 2006 was 1.07p (2005: 1.05p).
Further, 450,000 options were exercised during the year and ordinary shares of 1 penny were issued, with a
total cash consideration of £22,500 received by the Group.
The Corporate Services Group plc – Long Term Incentive Plan 2005 (LTIP)
Grants under the LTIP scheme vest over three annual periods beginning with the year ended 31 December
2005 and ending with the year ended 31 December 2007. The exercise period commences with the
achievement of the individual annual or cumulative targets measured on publication of the Group’s
preliminary statements and expires 12 months from the end of the final annual period concerned.
In 2005, 38,000,000 awards were granted under the LTIP scheme 2005; the weighted average fair value of
these options at the date of grant was 11.86p and the fair value of these options granted has been calculated
based upon the difference between the share price on the date of grant and the exercise price of 1 penny, an
estimate of the likelihood of achieving the performance targets over the three year vesting period and an
estimate of the number of executives who would leave the scheme during the three year period. In total
10,500,000 of these LTIP options were granted subject to the surrender of existing options. This set of
options were, therefore, treated as a modification to the original grants. The incremental fair values granted
as a result of the modification was 7.38p.
Consolidated income statement
The proportionate fair value of options from date of grant to vesting date that have been expensed to the
consolidated income statement during the year is £90,000 (2005: £ 1,103,000); while £ 1,019,000, of the
amount previously charged, has been credited back to the income statement due to revision of the likelihood
of achieving the eps targets and are therefore no longer expected to vest, which is explained further in the
Report on Directors’ Remuneration. The awards under the LTIP were cancelled on 19 October 2006 and
were replaced with an annual bonus scheme which is not a share based payment arrangement.
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22.

Share based compensation – employee share incentive plans (continued)

At the end of the year options under the schemes were outstanding as follows:
Exercise
price
Pence

2006
Number
of shares

2005
Number
of shares

Date of grant

Exercise period

Not subject to IFRS 2
The Corporate Services
Group plc – 1995 Scheme
16.07.99

16 July 2002 to 15 July 2009

104.76p
806,139
856,304
––––––––– ––––––––– –––––––––

The Corporate Services
Group plc No. 1 Executive
Share Option Scheme 2000
21.05.02

21 May 2005 to 20 May 2012

38.75p 1,872,000 1,968,000
––––––––– ––––––––– –––––––––

The Corporate Services
Group plc No. 2 Executive
Share Option Scheme 2000
27.06.00
18.07.00
26.09.00
30.05.02

27 June 2003 to 26 June 2010
18 July 2003 to 17 July 2010
26 September 2003 to
25 September 2010
30 May 2005 to 29 May 2012

100.66p
102.00p

70,781
343,774

70,781
346,798

84.00p
87,562
98,339
38.50p
96,000
96,000
––––––––– ––––––––– –––––––––
3,276,256 3,436,222

––––––––– ––––––––– –––––––––
Subject to IFRS 2
The Corporate Services Group
plc No. 1 Executive Share
Option Scheme 2000
04.04.03
17.05.04
07.03.06
The Corporate Services Group
plc No. 2 Executive Share
Option Scheme 2000
04.04.03
17.05.04
23.09.05
07.03.06
The Corporate Services Group
plc Long Term Incentive
Plan 2005
21.04.05
23.09.05

04 April 2004 to 03 April 2013
17 May 2005 to 16 May 2014
07 March 2006 to
06 March 2016

04 April 2004 to 03 April 2013
17 May 2005 to 16 May 2014
23 September 2006 to
22 September 2015
07 March 2006 to
06 March 2016

See above
See above

5.00p
11.60p

3,354,000
543,102

4,182,000
1,034,480

9.65p 1,911,206
–
––––––––– ––––––––– –––––––––

5.00p 27,811,000 34,053,400
11.60p
506,898 1,715,520
9.30p

1,183,333

1,390,000

9.65p 8,426,294
–
––––––––– ––––––––– –––––––––

1.00p
– 33,000,000
1.00p 5,000,000 5,000,000
––––––––– ––––––––– –––––––––
48,735,833 80,375,400

––––––––– ––––––––– –––––––––
––––––––– ––––––––– –––––––––

52,012,089 83,811,622
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22.

Share based compensation – employee share incentive plans (continued)

The fair values of share option grants have been estimated using a binomial model. The significant inputs
into the model were:

Dividend yield
Expected volatility*
Historical volatility
Risk-free interest rate
Expected life of options (years)*
Weighted average share price (pence)
*

2006

2005

0%
8.9%
8.9%
4.5%
2.25
9.65

0%
10.3%
10.3%
4.5%
2.25
9.25

––––––––

––––––––

The expected life of the options is based upon historical data and is not necessarily indicative of exercise patterns that may occur.
The expected volatility reflects the assumption that the historical volatility is indicative of future trends, which may not
necessarily be the actual outcome.

Comparatives for 2005 have been corrected to reflect an error in the prior year disclosures.
The following table illustrates the number and weighted average exercise prices of share options outstanding
at the end of the year.
2006
Average
exercise price
Options
Pence
Thousands
Outstanding at 1 January
Granted
Cancelled
Lapsed
Exercised
Outstanding at 31 December
Exercisable at 31 December

5.90
9.65
1.00
7.47
5.00
––––––––
9.50

––––––––
––––––––
19.27

83,812
10,337
(33,000)
(8,687)
(450)
––––––––
52,012

––––––––
––––––––
14,528

2005
Average
exercise price
Options
Pence
Thousands
9.31
1.29
–
8.50
5.00
––––––––
5.90

––––––––
––––––––
18.13

66,012
39,390
–
(18,026)
(3,564)
––––––––
83,812

––––––––
––––––––
15,476

Included in the opening and closing balances are options over 3,436,222 and 3,276,256 shares respectively,
that have not been recognised in accordance with IFRS 2 as the options were granted before 7 November
2002. These options have not been subsequently modified and are therefore not required to be accounted for
in accordance with IFRS 2.
The weighted average share price on the date of exercise for the options exercised was 9.75p (2005: 10.7p)
For the share options outstanding as at 31 December 2006, the weighted average remaining contractual life
is 6.4 years (2005: 5.3 years).
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23.

Other reserves

Other
reserve
£000
1 January 2005
Currency translation differences

24,672
–
––––––––
24,672
–
––––––––
24,672

31 December 2005
Currency translation differences
31 December 2006

––––––––

Foreign
currency
translation
reserve
£000
(4,064)
6,495
––––––––
2,431
(7,805)
––––––––
(5,374)

––––––––

Total other
reserves
£000
20,608
6,495
––––––––
27,103
(7,805)
––––––––
19,298

––––––––

Other reserve
This represents a non-distributable profit arising upon the purchase for nil consideration, and cancellation,
of Deferred Shares created as part of the Placing and Open Offer in January 2003.
Foreign currency translation reserve
The foreign currency translation reserve is used to record exchange differences arising from the translation
of the financial statements of foreign subsidiaries.
24.

Commitments and contingencies

Operating lease commitments – Group as lessee
The Group has entered into commercial leases for short leasehold premises, office machinery, computer
equipment and motor vehicles. Due to the nature of the business, where the location of office premises needs
to change on a frequent basis, and the short lived nature of office equipment, computers and motor vehicles,
the Group has decided that it is not in its best interest to purchase these assets.
Office premises are held under non-cancellable operating leases with lives ranging from one to eighteen
years. The leases have various terms, escalation clauses and renewal rights.
Non-cancellable operating leases for other assets have an average life of between one and five years with no
renewal terms included in the contracts.
The future aggregate minimum lease payments under non-cancellable operating leases are as follows:

Within one year
After one year but not more than five years
More than five years

2006
£000

2005
£000

7,725
19,673
16,648
––––––––
44,046

7,593
19,167
19,163
––––––––
45,923

––––––––
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24.

Commitments and contingencies (continued)

Operating lease commitments – Group as lessor
If a property becomes vacant and ceases to be used for the purposes of the business then the Group will seek
an exit route from the property or seek to sub-let the property to a new tenant.
The future aggregate minimum sub-lease receipts expected to be received under non-cancellable sub-leases
are as follows:
2006
2005
£000
£000
Within one year
After one year but not more than five years
More than five years

582
580
29
––––––––
1,191

––––––––

647
599
55
––––––––
1,301

––––––––

Finance lease commitments – Group as lessee
The Group has entered into commercial leases for certain office machinery when it is considered
advantageous. Future minimum lease payments under finance leases and hire purchase contracts together
with the present value of the minimum lease payments are as follows:

Within one year
After one year but not more than five years
Total minimum lease payments
Less finance charges allocated
to future periods
Present value of minimum lease payments

Minimum
payments
£000

2006
Present value
of payments
£000

Minimum
payments
£000

2005
Present value
of payments
£000

83
69
––––––––
152

78
57
––––––––
135

65
178
––––––––
243

64
156
––––––––
220

––––––––
17
––––––––
135

––––––––

––––––––

––––––––

––––––––

23
––––––––
220

––––––––

Capital commitments
At 31 December 2006 the Group has commitments of £108,500 (2005: £88,500) for property, plant and
equipment, principally relating to the refurbishment of various offices; and £nil (2005: £nil) for intangible
assets.
Contingent liabilities
American depository receipts (“ADRs”)
The Company is aware of the existence of approximately 600 holders of ADRs issued several years ago in
connection with an unsponsored ADR programme for the Group’s shares. While the Company was not
involved in the establishment of this programme, US federal securities laws require that, if the number of US
shareholders of a company that is a foreign private issuer exceeds 300, such company must register with the
US Securities and Exchange Commission (“SEC”) and become subject to the periodic reporting
requirements of the Exchange Act or obtain an exemption from registration and periodic filing within 120
days of the end of the financial year in which the number of US shareholders exceeded 300. The Company
is endeavouring to rely on the exemption from registration and filing although it is not clear when the
Company acquired more than 300 US shareholders because the ADR programme is unsponsored. The
Company applied for the exemption in August 2003. It is possible that the SEC may determine that the
exemption is not available to the Company and require it to become a US reporting company. It is also
possible that the SEC might impose a fine on the Company although the violation of the Exchange Act was
inadvertent. Although the Board do not believe that a fine would be material, a requirement to register under
the Exchange Act would involve cost and be time consuming. The Board intends to continue to comply with
the requirements of the exemption.
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25. Related party disclosures
The consolidated financial statements include those of the holding company The Corporate Services Group
plc and all of its subsidiaries, each of which is wholly owned; the principal subsidiaries, each providing
staffing services, are listed below:
United Kingdom
ABC Contract Services Limited
Austin Benn Consultants Limited
Blue Arrow Limited
Blue Arrow Care Limited(a) (formerly: Blue Arrow Nursing Care Limited)
Blue Arrow Recruitment Solutions Limited
Blue Arrow Services Limited
Comensura Limited(b) *
Medacs Healthcare Services plc
United States of America
Corestaff Services LP(c)
CorestaffSupport Services Inc.(d)
New Zealand
Medacs Healthcare Limited (previously Acorn Health Link Limited)(e)
*

Owned directly by The Corporate Services Group plc

The Group holds the voting rights of all shares. Shares have a nominal value of £1 per share except as
disclosed below.
(a)

Deferred shares of £ 1 and ordinary shares of US $1

(b)

‘A’ ordinary shares of £1

(e)
Limited Partnership formed by Group Companies (address: Suite #300,1775 St. James Place,
Houston, Texas 77056-3416).
(d)

Common Stock with no par value

(e)

Ordinary shares of NZ$l

Other related party transactions
The Company has undertaken the following transactions with major shareholders and related parties as
identified in the Corporate Governance Statement:
All transactions with each related party were undertaken on commercial terms.
Lord Ashcroft
Through a company in which he has an interest, Lord Ashcroft, at 31 December 2006, exerted control over
28.5 per cent. (31 December 2005: 13.1 per cent.) of the ordinary shares of the Company. Lord Ashcroft also
has an interest in the guaranteed secured loan notes. The only transaction in either 2006 or 2005 directly with
Lord Ashcroft was the repayment of a number of the guaranteed secured loan notes in proportion to the £10
million repaid during the year (see note 19 for further details).
Andrew Wilson, a Non-executive Director of the Company, has certain links with Lord Ashcroft. The only
transactions, in either 2006 or 2005, directly with Andrew Wilson during the year has been the payment of
Directors fees as disclosed in the Report on Directors’ Remuneration on page 150. No amounts were due at
31 December 2006 or 31 December 2005.
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25.

Related party disclosures (continued)

Compensation of key management personnel of the Group
The Directors have considered the levels of responsibility delegated to senior management of the Group and
have concluded that, in addition to the Directors themselves, disclosure should include, with effect from 1
January 2006, the Company Secretary and the US Chief Executive Officer.
2006
£000
Salaries and other short-term employment benefits
Post employment benefits
Termination benefits
Share-based payments

2,899
65
–
(814)
––––––––
2,150

––––––––

2005
£000
756
20
–
819
––––––––
1,595

––––––––

The Directors and all other employees, are potential beneficiaries under the Company employee share trust
(note 21) and are therefore treated as interested in the 1,000,000 shares held by the trustees.
26.

Net Debt

Cash at bank and
short-term deposits
Bank overdrafts

Guaranteed secured
loan note
Finance leases
Revolving credit

1 January
2006
£000

Cash flow
£000

Foreign
exchange
£000

Other
non-cash
changes
£000

4,274
(1,003)
––––––––
3,271
––––––––

(28)
524
––––––––
496
––––––––

(728)
–
––––––––
(728)
––––––––

–
–
––––––––
–
––––––––

3,518
(479)
––––––––
3,039
––––––––

(44,254)
(220)
(4,406)
––––––––
(48,880)
––––––––
(45,609)

10,000
139
(16,709)
––––––––
(6,570)
––––––––
(6,074)

–
–
4
––––––––
4
––––––––
(724)

(275)
(54)
–
––––––––
(329)
––––––––
(329)

(34,529)
(135)
(21,111)
––––––––
(55,775)
––––––––
(52,736)

31 December
2006
£000

–––––––– –––––––– –––––––– –––––––– ––––––––
Non-cash movements
Non-cash movements include £275,000 (2005: £139,000) relating to the amortisation of issue costs relating
to the loan notes (including accelerated amortisation of the £10 million loan note redemption) and £54,000
(2005: £351,000) relating to the inception of new finance leases on the acquisition of fixtures and fittings
during the year.
27.

Financial instruments

An explanation of the Group’s objectives, policies and the role of derivatives and other financial instruments,
is given in note 3. The Group has taken advantage of the exemptions allowed under IFRS’s to exclude trade
receivables and payables from the table as the carrying value is considered a close approximation offair
value.
Set out below is a comparison by category of the carrying amounts and fair values of all the Group’s financial
instruments that are carried in the consolidated balance sheet at other than fair values.
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27.

Financial instruments (continued)

Financial assets
Cash and short-term deposits
Investments (non-current)
Other financial assets (non-current)
Financial liabilities
Bank overdraft
Short-term borrowings
Long-term borrowings
Finance leases

Carrying
amount
2006
£000

Fair value
2006
£000

Carrying
amount
2005
£000

Fair value
2005
£000

3,518
1,760
3,222
––––––––

3,518
1,760
3,222
––––––––

4,274
1,618
5,117
––––––––

4,274
1,618
5,117
––––––––

479
21,111
34,529
135

479
21,111
36,750
124

1,003
4,406
44,254
220

1,003
4,406
45,112
214

––––––––

––––––––

––––––––

––––––––

Market values, based on published prices, have been used to determine the fair value of the 10 per cent.
guaranteed secured note due 2011 that is included in the long-term borrowings and the marketable
investments included in investments, although the market for the loan notes is not considered an active one.
Fair value for short term borrowings are equal to book value as they are repayable on demand and are subject
to churn over a period of less than 3 months.
Interest rate risk
The following tables set out the carrying amount, by maturity, of the Group’s financial instruments that are
exposed to interest rate risk.
Year ended 31 December 2006
Within
1 year
£000
Fixed rate
Guaranteed secured loan note
Finance lease obligations
Floating rate
Cash and short-term deposits
Bank overdrafts
Short-term borrowings

–
(78)
––––––––
3,518
(479)
(21,111)

1–2 years
£000

2–3 years
£000

3–4 years
£000

4–5 years
£000

More than
5 years
£000

–
(42)
––––––––

–
(15)
––––––––

–
–
––––––––

(34,529)
–
––––––––

–
–
––––––––

(34,529)
(135)
––––––––
3,518
(479)
(21,111)

–
–
–

–
–
–

–
–
–

–
–
–

–
–
–

1–2 years
£000

2–3 years
£000

3–4 years
£000

4–5 years
£000

More than
5 years
£000

(72)
––––––––

(27)
––––––––

(70)
––––––––

–
––––––––

(44,254)
–
––––––––

Total
£000

––––––– ––––––– ––––––– ––––––– ––––––– ––––––– –––––––

Year ended 31 December 2005
Within
1 year
£000
Fixed rate
Guaranteed secured loan note
Finance lease obligations
Floating rate
Cash and short-term deposits
Bank overdrafts
Short-term borrowings

•

(51)
––––––––
4,274
(1,003)
(4,406)

–
–
–

–
–
–

–
–
–

–
–
–

–
–
–

Total
£000
(44,254)
(220)
––––––––
4,274
(1,003)
(4,406)

––––––– ––––––– ––––––– ––––––– ––––––– ––––––– –––––––

The effective interest rate on bank balances and other short-term deposits was between 1.5 per cent.
and 0.95 per cent. (2005: between 1.5 per cent. and 0.95 per cent.) below UK base rates. US deposit
interest rates ranged between 3.5 per cent. and 4.0 per cent. (2005: between 3.5 per cent. and 4.0 per
cent.) below US prime rate.
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27.

Financial instruments (continued)

•

Bank overdrafts are secured by cross guarantees across all major UK trading subsidiaries. Overdraft
interest is charged at 3 per cent. (2005: 3 per cent.) over base rate, charged monthly in arrears.

•

Revolving credit borrowings are secured by a fixed charge over certain assets of the Company and the
subsidiary undertakings concerned and a floating charge over all properties and assets of those
subsidiary undertakings, supported by a cross guarantee given by the Company and the various
subsidiary undertakings. Borrowings under these facilities incur interest between 1.75 per cent. and
2.5 per cent. (2005: between 1.95 per cent. and 2.5 per cent.) over UK base rate or 0.75 per cent.
(2005: 0.75 per cent.) over prime rate in the USA and is charged monthly in arrears (note 3).

Credit risk
There is no significant concentration of credit risk within the Group.
Hedging activities
There have been no hedging activities in 2006 or 2005.
Collateral pledged
The self-insured workers compensation liability described in note 20 is covered by insurers on the basis that
collateral is provided sufficient to cover all potential claims. This collateral takes two forms:
•

£7.2 million – $14.0 million (2005: £9.0 million – $15.4 million) in the form of letters of credit drawn
upon the revolving credit facility in the USA, and

•

£2.0 million – $4.0 million (2005: £3.9 million – $6.7 million) in the form of cash deposits, shown on
the balance sheet as non-current other financial assets (note 14).
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(c)

Extract from CSG Group Annual Report and Audited Accounts for the year ended
31 December 2005

Executive Chairman’s statement
Overview 2005
Overall, and for the first time in many years, the Group’s revenues and gross profit showed growth over the
prior year and we are pleased to report that the Group has achieved its aim of returning an operating profit
for the first time since 2000.
In the Annual Report for 2004 we anticipated strong growth in our US Commercial staffing business, an
improving year for our UK Commercial staffing business and a steady year for our UK Healthcare business.
Our US business experienced a further year of revenue growth; in addition operating profit improvement was
strong, with 2005 seeing a return to profitability. As anticipated, revenues in our UK Commercial staffing
business improved and operating losses more than halved. Our UK Healthcare performed ahead of
expectations, showing a sizeable increase in profitability on flat sales.
Financial results
Turnover increased 2.5 per cent. to £524.0 million (2004: £511.2 million). Changes in turnover include: an
improvement of 4.0 per cent., measured in local currency, in US Commercial staffing operations; an increase
of 1.8 per cent. in UK Commercial staffing; and an increase of 0.2 per cent. in UK Healthcare staffing. Gross
profit increased 5.7 per cent. to £96.7 million (2004: £91.5 million) reflecting an increase in the Group’s
gross profit margin percentage of 60 basis points to18.5 per cent. (2004: 17.9 per cent.). Administrative
expenses, which include a £1.1 million charge, in 2005, for share-based payments made in accordance with
IFRS 2 (2004: £nil million) but before other expenses, continue to be tightly controlled and showed a
reduction in 2005 to £96.5 million (2004: £97.6 million). This reduction has been achieved while investing
in selected activities to develop and grow business in all of the Group’s segments.
The resulting operating profit for the year was £0.2 million, an improvement of £13.0 million compared with
last year (loss £12.8 million). After deduction of financing charges of £4.9 million (2004: £5.0 million), the
total loss for the year was £4.7 million, a reduction of £9.5 million when compared to the loss of £14.2
million in 2004. The loss per share was 0.4p (2004: loss 1.3p).
Net debt increased by £5.5 million to £45.6 million as at 31 December 2005 (2004: £40.1 million) in line
with trading activity. In addition, the Group has outstanding letters of credit drawn against its US facilities
amounting to £9.0 million (2004: £7.1 million). The Group continues to operate comfortably within the
headroom provided by its current bank facilities both in the UK and the US.
The financial information shown in these financial statements is presented in accordance with International
Financial Reporting Standards. The comparative information for 2004 has been restated under these
standards. The only material impact on the Group’s Income Statement has been to remove the goodwill
amortisation charge and to include a charge in 2005 of £1.1 million for share-based payments (2004: £nil
million), which is included in “Administrative expenses”. Full details on the change to accounting standards
is given in Note 30 of the Financial statements.
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Executive Chairman’s statement (continued)
Strategy
Significant changes to CSG’s overall strategy and structure were made in 2005 in order to position the Group
to achieve improved performance in the coming years. We believe the ingredients for a successful staffing
company are now in place. Individual business units are focused on specific sectors; experienced enthusiastic
industry executives have been recruited, incentivised by meaningful share incentive programmes; business
generation programmes have been introduced; and effective long-term cost control implemented. We are
confident that the reward from these significant internal changes will be reflected in the Group’s results for
2006 and we are excited about the opportunity that now exists to demonstrate the Group’s ability to perform
at or above industry standards.
Corporate Bond
The Company has the opportunity to redeem its £45 million 10 per cent. Loan Notes from April 2006
onwards at 105 per cent. of face value. The Company is in discussions with its financial advisers to see
whether there is an opportunity to refinance all or part of this indebtedness at a more favourable rate and to
the advantage of shareholders.
Development
The management and organisational changes undertaken in 2005 have brought greater operational focus to
the Group. We believe that during the course of 2006 the Group will be in a position to consider acquisitions,
involving expansion into other geographic regions and industry sectors. Through such expansion the Group
will, with time, be better placed to weather the economic cycles to which it is exposed.
Board
After more than five years on the Board, Lord Norman Blackwell, our Senior Independent Director, has
decided to stand down at the forthcoming AGM. On behalf of the Board I would like to thank Norman for
his valuable contribution to the reshaping of the Group over a period of major transition and wish him every
success in the future. A search for a new Senior Independent Director is already underway and an
announcement will follow in due course.
Current Group trading and prospects
Trading in the first eight weeks of the year has been in line with the Board’s expectations and market trends.
Revenue in the US Commercial staffing segment is in line with the Board’s expectations and ahead of that
for the comparable period in 2005. The Board expects this good performance to continue in 2006, driven by
an improving US staffing market particularly in the clerical, technical and professional sectors.
Revenue in the UK Healthcare staffing segment is, as expected, slightly below that for the comparable period
of 2005. The Group will continue to diversify its healthcare offering to compensate for the softness that is
currently being experienced in its primary doctor locum market.
Trading in the UK Commercial staffing segment is in line with the Board’s expectations and modestly ahead
of last year. The Board expects the softness in this market to continue in 2006 but is of the opinion that the
internal changes that have been implemented will enable the Group to capture market share.
Overall, the Board looks forward to another year of continued progress in 2006.

Tony Martin
Executive Chairman
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Chief Operating Officer and Group Finance Director’s report
Commercial Staffing – US
Continued improved trading in the US led to a 4.0 per cent. sales increase and an 11.5 per cent. advance in
gross profit, measured in local currency compared with 2004. As reported in the interim results the sales
improvement in 2005 has been achieved by targeting middle market companies in the clerical, technical and
professional sectors, where margins are more favourable; in 2004 the light industrial sector, which
traditionally attracts lower margins, accounted for the majority of sales growth. We expect this trend in
business mix to continue in 2006.
This change in business mix coupled with permanent placements that now account for 4.1 per cent. (2004:
2.8 per cent.) of gross profit, resulted in a 110 basis point increase in gross margin. We expect to see a further
increase in permanent placements as a percentage of gross profit in 2006. Operating costs, while tightly
controlled, have increased slightly to support the increased activity. Investment has been made in additional
sales staff while, at the same time, seeking corporate operational efficiencies through the consolidation of
head office accommodation in Houston.
The US business achieved an operating profit before other expenses of £1.2 million (2004: loss £1.8 million).
We have now seen twelve quarters where our operating performance (before other expenses) in the US has
improved on the prior year comparative quarter. As anticipated at the time of the interim results, we are
pleased to report that the US business has generated an operating profit for the first time since 2000 and is
targeted to achieve a return on sales close to industry standards in 2007.
At the time of our pre-close trading update in January 2006 we reported that after a slowing in commercial
staffing growth in quarters two and three of 2005 we had seen a return to improved levels of growth in quarter
four. We are pleased to report that this improving trend has continued during the first two months of 2006.
We will continue to build our presence in the clerical, technical and professional areas through our principal
Corestaff brand and also through the expansion of our speciality services business which concentrates on the
financial, engineering and technology markets.
Healthcare Staffing – UK
The healthcare staffing segment trades under the key brands of Medacs which operates across the medical
staffing sector, and Blue Arrow Care (previously Blue Arrow Nursing Care) which operates in the social care
and domiciliary care sectors. These two businesses are run independently of each other.
Overall revenues for the segment in 2005 at £101.2 million were similar to last year (2004: £101.0 million).
This represents an increase in the Medacs business of 2.9 per cent., offset by a decrease of 15.5 per cent. in
the Blue Arrow Care business, a reflection of the intentional downsizing of the operation. The overall gross
margin percentage of this segment has increased by 170 basis points, principally driven by changes in the
Medacs business. Permanent placements, largely involving candidates sourced from Eastern and Southern
Europe for a range of public and private clients, now account for 5.6 per cent. (2004: 4.7 per cent.) of gross
margin. Additionally, within Medacs Managed Services we have successfully renegotiated a number of our
primary care contracts to reflect market rates, a factor that resulted in increased revenues and improved
margins in the year. Gross margin percentages in the Blue Arrow Care business have increased marginally
year-on-year.
This increased margin percentage has resulted in a total gross profit increase of 11.0 per cent. compared with
the corresponding figure for last year. Consequently, in the wake of a modest 0.6 per cent. increase in
administrative costs, we are pleased to report that operating profit before other expenses has increased by
49.5 per cent. to £4.2 million (2004: £2.8 million).
In October 2005, Medacs acquired the debtor ledger and certain other assets from the receiver appointed to
administer the business of Corinth. This winning initiative has enabled us to accelerate planned development
in both the Allied Health Professional and Specialist Nursing sectors, two areas where Medacs was
previously under-represented. While the net contribution from these two areas in 2005 was small both areas
are expected to contribute positively in 2006. The Medacs business now operates in five sectors (Doctors,
Specialist Nursing, Allied Health Professionals, Managed Services and International) each focused on a
distinct aspect of the medical market.
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Chief Operating Officer and Group Finance Director’s report (continued)
At the time of our pre-close trading announcement in early January 2006 we commented that although
Medacs Doctors is favourably placed within the new NHS National Framework Agreement, we had seen a
reduction in demand for locum doctors as a result of budgetary pressures within the NHS and increases in
the permanent headcount within the NHS. Against this backdrop, which was prevalent throughout the second
half of 2005, Medacs Doctors out-performed its competitors and extended market share in a contracting
marketplace. By increasing its internal efficiencies, Medacs Doctors aims to maintain its absolute market
share despite the continuing contraction of the market.
We are placing renewed emphasis on the care market and a separate management team was appointed during
2005. A strategic plan has been developed to increase Blue Arrow Care’s presence in both the domiciliary
care and the qualified social care markets, from which we are seeing the first signs of improvement. This
plan will be achieved through organic growth which should see a doubling of the Care branch network from
its current ten sites over the next two years.
Commercial Staffing – UK
Our UK Commercial staffing business segment consists of Blue Arrow, which now operates in four sectors
(High Street Network, Managed Services, Driving and Catering), Austin Benn (Search and Selection),
Comensura (Vendor procurement and management) and, from 1 January 2006, ABC Contract Services
(Construction). Each of these businesses is run independently, with separate management teams, each with
their own culture, ethos and values.
This segment reversed the sales decline of 5.9 per cent. experienced in the first half of 2005 with an increase
of 9.0 per cent. in the second half of the year. This increase largely reflects improved performance in the Blue
Arrow Managed Services business, where we are directly dependent on the performance of our partner
clients and, to a lesser extent, our Catering business. Overall sales in 2005 increased by 1.8 per cent. to
£241.1 million (2004: £236.8 million).
Gross profit for the year was at a similar level to that of the previous year. The decrease in gross profit margin
percentage of 40 basis points reflects the change in business mix, with an increased proportion of lower
margin Managed Service business. Our permanent business, comprising permanent placement through the
Blue Arrow High Street Network and our Austin Benn search and selection business has remained steady at
around 17.8 per cent. of UK Commercial staffing gross profit.
The process of breaking out the back office is largely complete. Each business now has full control over all
its costs and has the freedom to choose its service providers. Where services are still performed by in-house
companies they are supplied under an arm’s length service level agreement. Costs were reduced by £2.5
million in 2005 such that the operating loss, before other expenses, decreased to £2.2 million (2004: loss £4.7
million), all of which related to the first half of 2005.
The performance of our traditional High Street Network businesses has been mixed. Although our traditional
Blue Arrow office and industrial business experienced some seasonal increase in activity in the second half
of 2005 this was less pronounced than in previous years. We expect the softness of this market to continue
in 2006 but we believe that the internal changes we have made, focused on sales generation and increased
productivity will enable us to capture market share. Our construction business, now branded ABC Contract
Services and under new leadership, has made a strong start to 2006 following an indifferent performance in
2005. Blue Arrow Catering, also under new leadership, enjoyed a significantly improved second half in 2005,
which has continued into 2006. We are positive about the prospects for both of these businesses.
The process of identifying and then targeting appropriate Managed Service business continues. Our aim is
to increase the numbers of clients we contract with in order to achieve a more even exposure to different
industry sectors and markets, thereby reducing the volatility we have experienced in recent years. We are
hopeful that our focus in this area will be rewarded with additional contracts in 2006.
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Our Comensura business, which specialises in the procurement and management of a client’s vendor
community, enjoyed an excellent year. A number of wins in the local authority sector in the second half of
2005 are currently being implemented and will significantly increase the size of the business. We believe that
Comensura is now the UK market leader within its sector. We are truly excited about the prospects that exist
for Comensura both in the UK and overseas, where we are exploring the possibility of establishing a
presence in the Asia/Pacific region.
Our People and incentives
Our business relies heavily on contacts between our people and our clients; hence the quality and skills of
our people are critical to the success of our business.
At a corporate level, management are rewarded by long-term incentives based on the achievement of the
Group’s earnings per share (EPS) targets for 2005 and the next two years. At an operating level, management
are also rewarded by long term incentives based on the achievement of EPS targets relating to their individual
businesses.
By decentralising certain support functions, management are empowered to take more direct control over all
aspects of their business and are held directly accountable for performance. Through the creation of a more
entrepreneurial culture, the Board believes it will retain high performing existing management and attract
talented individuals to the Group.
Financial performance
Turnover from operations increased by 2.5 per cent. to £524.0 million (2004: £511.2 million). In the US
Commercial staffing business, turnover has increased by 4.0 per cent. (in local currency) to £181.7 million
(2004: £173.4 million). In the UK, turnover from Commercial staffing increased by 1.8 per cent. to £241.1
million (2004: £236.8 million) with growth of 9.0 per cent. in the second half of the year reversing a
reduction of 5.9 per cent. in the first half of the year. The UK Healthcare staffing turnover increased by 0.2
per cent. to £101.2 million (2004: £101.0 million) with growth remaining constant in both first and second
halves of the year.
Operating profit, before other expenses, totalled £0.2 million (2004: loss £6.2 million), with a profit of £2.6
million in the second half of 2005 offsetting the loss of £2.4 million in the first half. US Commercial staffing
returned to profit in the year generating £1.2 million (2004: loss £1.8 million), with a profit of £1.5 million
relating to the second half of the year (2004: loss £0.5 million). UK Commercial staffing recorded losses of
£2.2 million (2004: £4.6 million) and was break-even in the second half-year (2004: loss £1.3 million). UK
healthcare staffing realised a profit of £4.2 million (2004: £2.8 million), £2.4 million arising in the second
six months (2004: £1.5 million). Corporate costs in the year amounted to £3.0 million (2004: £2.5 million).
Included within administrative expenses is a charge of £1.1 million in 2005 for share based payments made
in accordance with IFRS 2 (2004: £ nil million). Other expenses in 2004 were £6.6 million, these comprised:
costs associated with the Group refinancing announced in March 2004 (£1.8 million); costs associated with
UK restructuring arising from a continuation of the programme started in 2003 plus additional
reorganisations following the departure of the former Chief Executive Officer (£1.4 million); an accrual
against an assessment for state unemployment taxes received by the Group’s US subsidiary following
retroactive application of legislation (£0.4 million); and a £3.0 million charge relating to the write-down in
the carrying value of fixed asset investments.
A non-operating exceptional item of £3.7 million was credited in 2004 under the caption “Gain on
restructure of loan notes”. This arose from the replacement of £60 million convertible notes by a combination
of £45 million guaranteed secured notes and new ordinary shares.
After charging interest of £4.9 million (2004: £5.0 million), a taxation charge of £nil (2004: credit £1.3
million), the loss for the year is £4.7 million (2004: £12.8 million). Loss per share is 0.4p per share (2004:
1.3p).
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Cash flow and net debt
The net cash utilised by operating activities in the year was £1.2 million (2004: £13.1 million) reflecting the
operating result for the year together with a small increase in our working capital balances. Days’ sales
outstanding at December 2005 continue to be well controlled at 34 days.
After net interest payments of £4.7 million (2004: £6.3 million), a small tax refund and net capital
expenditure of £0.9 million (2004: £2.6 million), net cash outflow in the year amounted to £6.8 million
(2004: £21.7 million). These outflows were funded primarily by the release of £1.2 million of collateral
posted in support of workers compensation claims, £0.2 million proceeds from share options exercised, and
an increase in net indebtedness of £5.4 million.
Treasury policy
The Group’s financial instruments comprise borrowings, cash and various items such as trade debtors and
creditors that arise directly from its operations. The main purpose of these instruments is to raise finance for
the Group’s operations. The Group has not entered into derivative transactions nor does it trade in financial
instruments as a matter of policy. The main risks arising from the Group’s financial instruments are interest
rate risk and liquidity risk.

Desmond Doyle
Chief Operating Officer and Group Finance Director
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Directors’ report
The Directors present their annual report on the affairs of the Group, together with the accounts and
Auditors’ report, for the year ended 31 December 2005.
Principal activities
The principal activities of the Group comprise the provision of staffing services in the UK and the USA.
The subsidiary undertakings principally affecting the profits or net assets of the Group in the year are listed
in note 27 to the accounts.
Business review
A review of the business, including prospects for the current year, is included in the reports of the Executive
Chairman and the Chief Operating Officer and Finance Director on pages 4 to 10.
Results and dividends
The audited accounts for the year ended 31 December 2005 are set out on pages 31 to 87. The Group loss
for the year after taxation was £4,714,000 (2004: £12,805,000).
The Directors do not recommend a final dividend (2004 £ nil). An interim dividend was not paid (2004: £
nil).
Directors
The Directors who served during the year and subsequent changes are as follows:
Executive
AV Martin
DMC Doyle
J Rowley

Executive Chairman
Chief Operating Officer and
Group Finance Director
UK Chief Executive

– appointed 1 January 2005

– appointed 1 February 2005

Non-executive
Lord Blackwell * + ^
N Harwerth *
JA Treger
AS Wilson
DW Young * + ^

Senior Independent Non-executive Director
Independent Non-executive Director
Non-executive Director
Non-executive Director
Independent Non-executive Director

+

Member of the Remuneration Committee

^

Member of the Nomination Committee

*

Member of the Audit Committee

– appointed 21 March 2005
– retired 21 March 2005

Mr. Doyle and Mr. Wilson will retire by rotation at the Annual General Meeting to be held on 9 June 2006,
and being eligible, have offered themselves for re-election at the meeting. Also, Lord Blackwell has indicated
his intention to step-down at the Annual General Meeting.
Supplier payment policy
The Company’s trade creditors are assumed and settled by another Group Company.
Charitable donations
During the year the Group made donations to UK charities of £800 (2004: £236).
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Political donations
There were no political donations in either 2005 or 2004.
Substantial shareholdings
As at 7 March 2006, the Company had been notified, in accordance with sections 198 to 208 of the
Companies Act 1985, of the following interests in the Ordinary Share Capital of the Company.

The Active Value Funds
Lord Ashcroft
The Goldman Sachs Group Inc

Number

Percentage held

273,454,907
140,517,682
49,250,502

25.4%
13.1%
4.6%

The Active Value Funds and Lord Ashcroft both also have an interest in a number of the 10 per cent.
guaranteed secured notes.
Social and Environmental issues
Social and environmental issues are becoming of increasing importance to all; the Board takes its role in this
regard seriously.
The Group actively encourages diversity in the workplace. In itself it has a wide and varied employee base
with employees from a variety of social and ethnic groups at all levels of the business, including senior
management.
The Group believes that by breaking down the barriers that traditionally have restricted access to the labour
market it will encourage job opportunities for all. In the UK the Group works to support the communities in
which it operates and to help its clients and suppliers achieve their diversity objectives. In the US Corestaff
is committed to provide all employees with a work environment free of discrimination related to sex, race,
colour, religion, age, ethnic, or national origin, disability, or other illegal and inappropriate basis.
Our environmental impact as a service based organisation with no manufacturing and limited transportation
facilities is minimal. The Group is, however, committed to following best practices in the day to day conduct
of its business, in particular the Group operates recycling policies for most of its office supplies.
The Group is committed to meeting all the requirements of relevent health and safety legislation. Formal
policies are in place throughout the Group which are regularly reviewed and updated for changes in
legislation. The Group requires all employees to familiarise themselves and comply with Group policies in
relation to health and safety and information on these policies are included in induction and subsequent
training programmes operated by the Group.
Disabled employees
Applications for employment by disabled persons are always fully considered, bearing in mind the aptitudes
of the candidate concerned. In the event of members of staff becoming disabled every effort is made to
ensure that their employment with the Group continues and that appropriate training is arranged. It is the
policy of the Group that the training, career development and promotion of disabled persons should, as far
as possible, be identical with that of other employees.
Employee involvement
In the UK there is a corporate intranet for UK employees that provides a range of information and enables
employees to ask questions of, and receive answers from, any of the executive management team.
In the US employee communications are provided by way of a dedicated intranet portal that is updated
regularly.
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Directors’ interests
The Directors’ interests, all of which are beneficial, in the shares of the Company, other than with respect to
options to acquire ordinary shares (which are detailed in the analysis of options included in the Report on
Directors’ Remuneration), were as follows:

AV Martin
DMC Doyle
J Rowley
Lord Blackwell
N Harwerth
AS Wilson
DW Young

Ordinary shares
of 1p each
31 December 2005
Number

Ordinary shares
of 1p each
31 December 2004
or date of
appointment
Number

–
350,251
–
107,475
–
–
700,502

–
350,251
–
107,475
–
–
700,502

As at 7 March 2006 there had been no changes in the Directors’ holdings since 31 December 2005.
The Executive Directors, together with all employees, are potential beneficiaries under the Company
employee share trust (note 23) and are therefore treated as interested in the 1,000,000 shares held by the
trustees.
The Directors had no interests in the 10 per cent. guaranteed secured notes due 2011 (note 21).
Auditors
A resolution to re-appoint Ernst & Young LLP as the Company’s Auditor will be put to the members at the
forthcoming Annual General Meeting.
This report was approved by the Board on 7 March 2006.

RJ Watson
Secretary
800 The Boulevard
Capability Green
Luton
LU1 3BA
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Corporate governance statement
Statement of compliance with the provisions of the Combined Code
The Company is committed to high standards of corporate governance. The Board is accountable to the
Company’s Shareholders for good corporate governance. The Company has complied fully with the
provisions of the Combined Code during 2005, with the exception of provision A2.2 as more fully explained
below.
Additional explanation of how the principles of the Combined Code are applied is set out below and, in
connection with Directors remuneration, in the report on Directors remuneration.
Application of Code principles
Directors
The Board of Directors is responsible for the management of the Group’s business, the Group’s strategy,
reviewing trading performance, ensuring adequate funding, maintaining a sound system of internal controls
and reporting to the Shareholders. The Board meets when required, but ordinarily on a monthly basis. It has
a formal schedule of matters specifically reserved to it for decision which include: determining the strategy
and control of the Group; amendments to the structure and capital of the Group; approval of financial
reporting controls; oversight of the Groups internal controls; approval of capital and revenue expenditure of
a significant size; acquisitions, disposals and share dealings; Board membership and appointments; corporate
governance matters; and approval of Group policies and risk management strategies.
During the year the Board comprised a part time Executive Chairman, a Chief Operating Officer and Group
Finance Director and a UK Chief Executive, three independent Non-executive Directors, and one further
Non-executive Director who is not considered to be independent due to his informal links with a major
shareholder. Due to his participation in the Company’s LTIP scheme Mr. Martin does not meet the
independence criteria as set out in A3.1 of the Combined Code Mr. Martin’s wealth of experience and
expertise in the staffing business led to his appointment by the Board. To attract an individual of Mr. Martin’s
calibre and to achieve the Group’s strategies it is necessary to offer an Executive Chairmanship and an
attractive remuneration package, to include participation in the Company’s LTIP scheme, however the Board
views him as independent. The LTIP scheme was approved by shareholders at an Extraordinary General
Meeting on 28 January 2005. The Executive Chairman is responsible for the strategic direction and policy
of the Board and Group, while the Chief Operating officer and Group Finance Director and the UK Chief
Executive for implementing the strategic direction and the running of the Group.
In December 2005, the Board undertook a formal evaluation of its own performance and that of its
Committees and individual Directors. A review of the Board’s overall performance and its’ committees took
place at a Board meeting, when all Directors were asked to formally comment and provide opinion on
performance during the year. Further, the Non-executive Directors led by Lord Blackwell carried out a
formal performance evaluation of the Chairman, taking into account the views of the executive Directors.
Likewise the Chairman carried out an individual performance evaluation of each Director by canvassing the
views of the other Directors and providing a written evaluation to the Director concerned.
The Board considers that the Non-executive Directors bring a wide range of business and financial
experience to the Group. All Directors are subject to election by shareholders at the first opportunity after
their appointment and by re-election at least every three years.
As required by the Code as applied to smaller entities, there has throughout the period, been at least two
independent Non-executive Directors and since the appointment of Noel Harwerth at least half of the Board,
excluding the Chairman, is comprised of Non-executive Directors who are determined by the Board to be
independent. Lord Blackwell has been the Senior Independent Non-executive Director.
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The Company Secretary, Ms. Watson, is responsible for ensuring that Board procedures are followed and that
applicable rules and regulations are complied with. In addition, procedures are in place for Directors to seek
both independent advice and the services of the Company Secretary. The Directors are provided with the
opportunity to receive appropriate training. The appointment of the Company Secretary is a matter for the
Board as a whole.
The number of full Board meetings and committee meetings attended by each Director during the year was
as follows:
CSG Board
Meetings
Tony Martin
(Executive Chairman)
Desmond Doyle
(Chief Operating Officer and
Group Finance Director)
John Rowley
(UK Chief Executive)
Lord Blackwell
(Senior Independent Director)
Noel Harwerth
(Non-executive Director)
David Young
(Non-executive Director)
Andrew Wilson
(Non-executive Director)
Julian Treger
(Non-Executive Director)

Audit
Committee

Nomination
Committee

Conflicts Remuneration
Committee
Committee

14(14)

N/a

N/a

N/a

N/a

14(14)

N/a

N/a

N/a

N/a

10(12)

N/a

N/a

N/a

N/a

13(14)

3(3)

2(2)

0(0)

3(3)

9(11)

2(2)

N/a

N/a

N/a

13(14)

3(3)

2(2)

0(0)

3(3)

11(14)

N/a

N/a

N/a

N/a

3(3)

N/a

N/a

N/a

N/a

Figures in brackets indicate the maximum number of meetings the individual could attend in the period.
Conflicts Committee
Under Section 317 of the Companies Act, Directors have a legal obligation to disclose to the Board details
of any contract in which they have an interest. In addition, as a result of Andrew Wilson’s informal links with
Lord Ashcroft and his significant shareholdings in the Company, the Board has established procedures
intended to manage issues involving potential conflicts of interest. A Committee, chaired by Lord Blackwell,
comprising himself and Mr. Young, considers any issues that are referred to it that may involve a conflict for
any Director and/or their connected persons and/or major shareholders and takes decisions on behalf of the
Board in connection with conflict issues. This Committee has been in place throughout the year and remains
in place on an ongoing basis to consider and deal with conflict issues as and when they arise.
The Company is satisfied that it is capable of carrying on its business independently of Lord Ashcroft and
that all transactions and relationships between the Company and Lord Ashcroft and any of his associates will
at all times be at arms length and on a normal commercial basis.
Audit Committee
The Company has an Audit Committee whose responsibilities include oversight of the Group’s internal
control strategy, the review of reports from the Auditors, review of the half year and annual report and
accounts prior to their submission to the full Board, examining the standards of accounting and reviewing
the effectiveness of the Group’s financial control systems. The Committee also reviews the cost
effectiveness, independence and objectivity of external Auditors and the nature of non-audit services
provided by them. During 2005, the Committee reviewed the independence and objectivity of its external
auditors and there is a process to limit non-audit services provided by them.
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The Audit Committee operates under written terms of reference which are available for inspection. The Audit
Committee meets at least twice each year and is chaired by Ms. Harwerth, prior to her appointment Lord
Blackwell acted as Chairman of the Committee when it met. Its other member during 2005 has been Mr.
Young. Meetings have been attended, on invitation, by Mr. Doyle, although the Auditors have the
opportunity to discuss matters with the Committee excluding the executive Directors. The Combined Code
requires that an Audit Committee should consist of at least three, or in the case of smaller companies two
members who should all be independent Non-executive Directors. Throughout the financial reporting year
the Company has been a “smaller Company” as defined by the Combined Code, but since the appointment
of Ms. Harwerth does in any case have three independent Non-executive Directors on the Audit Committee.
The Code also requires that the Board satisfy itself that at least one member of the Audit Committee has
“recent and relevant financial experience”. On 21 March 2005, the Board addressed the requirement with the
appointment of Ms. Harwerth, who has recent and relevant financial experience.
Remuneration Committee
Mr. Young chaired the Committee during 2005; its other member was Lord Blackwell. The Remuneration
Committee operates under written terms of reference which are available for inspection. The Company was
a “smaller Company” as defined in the Combined Code throughout the financial reporting year, and had at
least two members of the Committee at all times who were independent Non-executive Directors. The
Committee meets at least three times a year. It is responsible for making recommendations to the Board on
executive Directors’ remuneration including performance related remuneration. It has delegated authority to
set the remuneration for all executive Directors and the Chairman. In developing its remuneration policy the
Committee followed Schedule A of the code. The report on Directors’ remuneration on behalf of the Board
is set out on pages 21 to 26.
Nomination Committee
The Company has a Nomination Committee chaired by Mr. Young. The other member of the Committee was
Lord Blackwell. The Committee has terms of reference which are made available for inspection. The
Committee is responsible for proposing candidates for appointment to the Board having regard to the balance
and structure of the Board.
The Nomination Committee evaluated the balance of skills, knowledge and experience on the Board when
considering the appointment of Mr. Martin, which took place on 1 January 2005. Prior to this, Mr. Martin
had been retained as a special advisor to the Board. In particular, the Nominations Committee considered
that potential candidates needed a strong recruitment background to bolster the expertise on the Board in this
area. The Company did approach an external search consultancy for alternative candidates and a description
of the role and capabilities required was provided to them. Ultimately, Mr. Martin’s wealth of experience and
expertise in the staffing business led to his appointment by the Board.
The Nomination Committee also evaluated the balance of skills, knowledge and experience on the Board
when considering the appointment of John Rowley, which took place on 1 February 2005. As stated above,
an external search consultancy had recently been appointed and Mr. Rowley was benchmarked against its
findings. No candidates were proposed with the same level of experience in the staffing industry that Mr.
Rowley could bring. In addition, an external search consultancy was appointed to source suitable candidates
for the appointment of a further Non-executive Director, which directly led to the appointment of Noel
Harwerth on 21 March 2005.
Dialogue with Shareholders
The Directors have established a mutual understanding of objectives between the Group and its institutional
shareholders, by making presentations to institutions and investors and communicating regularly with such
shareholders throughout the year.
The Board uses the Annual General Meeting to communicate with private and institutional investors and
welcomes their participation.
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Internal Control
The Directors have responsibility for the Group’s overall system of internal controls and for reviewing its
effectiveness, while the role of management is to implement Board policies on risk and control. There is an
ongoing process for identifying, evaluating and managing the significant risks faced by the Company, which
has been in place for the year under review and up to the date of approval of the annual report and financial
statements. The Directors recognise that the system of internal control is designed to manage and mitigate,
rather than eliminate, the risk of failure to achieve business objectives. The system can provide only
reasonable and not absolute assurance against material financial misstatement or loss.
A key element of the system of internal control is strategic business planning and performance monitoring.
Each business has defined targets that are agreed by the Board at the beginning of each financial year. The
Board monitors performance on a monthly basis. Financial and budgetary control systems provide each
business with a clear plan to meet Company objectives. These plans contain measurable performance targets
and are continuously monitored to identify shortfalls such that corrective actions can be taken. The Chief
Executive, UK, and the Group Finance Director hold monthly board meetings with the managing directors
of the UK businesses, and regular conference calls are held with the US executive. Scheduled quarterly
reviews evaluate key aspects of the US business results.
The Directors have established an organisation structure with clear operating procedures, lines of
responsibility and delegated authority. The Directors have delegated to the executive management the
establishment and implementation of the detailed control systems appropriate to the various businesses.
There is a programme of regular review by the executive management, which provides assurance that the
control environment is operating as intended. The Company has a Risk Register that is updated and reviewed
on a regular basis by the executive management team. Periodically the Board reviews the Risk Register.
The Board has in 2005 conducted a full review of the effectiveness of the Company’s system of internal
controls. This review included consideration of the Group’s system of all material controls such as financial,
operational and compliance controls and risk management systems. As part of this process the Board
reviewed the Risk Register maintained by management and the scope and quality of their monitoring of risks
and internal controls, including the work of support functions such as finance, legal and HR. They also
considered the extent and frequency of the communication of the results of the monitoring to the Board. The
Board did not identify any significant control failings or weaknesses.
The Company does not have a formal internal audit function, although it does have a number of departments
carrying out elements of this role, including the business standards and compliance department. The Audit
Committee and Board have considered and will continue to consider on an ongoing basis, the need for an
internal audit function. When considering whether an internal audit function is required, factors taken into
account are the scale and complexity of the Company’s activities and the fact that a number of other
functions within the Company provide advice and assurance on specialist areas such as health and safety,
regulatory and legal compliance. The Audit Committee also considered the Company’s whistle blowing
policy and are satisfied that arrangements have been and are in place for the proportionate and independent
investigation of such matters and for appropriate follow up action.
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Financial statements, including adoption of going concern basis
Company law requires the Directors to prepare financial statements for each financial year which give a true
and fair view of the state of affairs of the Company and Group 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 apply them consistently;
Make judgments and estimates that are reasonable and prudent;
State whether applicable accounting standards have been followed.
The Directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the Company and Group and enable them to ensure that the
financial statements comply with the Companies Act 1985. They are also responsible for safeguarding the
assets of the Company and Group and hence for taking reasonable steps for the prevention and detection of
fraudulent irregularities.
Going concern
After making enquiries, the Directors have a reasonable expectation that the Company and the Group have
adequate resources to continue in operational existence for the foreseeable future. For this reason, they
continue to adopt the going concern basis in preparing the financial statements.
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Report on Directors’ remuneration
David Young chairs the Remuneration Committee; its other member during 2005 was Lord Blackwell.
Statement of remuneration policy and details of remuneration
The policy of the Remuneration Committee is to ensure that the remuneration packages for executive
Directors and other senior executives in the Group are, and remain, competitive, enabling the Group to attract
and retain high calibre executives recognising that they are key to the ongoing success of the business. The
Remuneration Committee has defined terms of reference, which are available for inspection.
Consistent with this policy, the remuneration packages, which are reviewed annually, are intended to be
competitive and comprise basic salary and benefits, a performance bonus, provision of pension arrangements
and participation in the share option and LTIP schemes. The levels of bonus and options are decided by the
Remuneration Committee and reflect the degree of responsibility and performance of the executive
Directors. The remuneration of the Non-executive Directors is determined by the Board as a whole. The
Group’s policy on the granting of share options is based on the executive Directors’ seniority and level of
responsibility together with their contribution to the Group’s results.
Directors’ service contracts
The executive Directors’ contracts require 12 months’ written notice by either party to terminate. The
Company may terminate the contract on notice, by making a payment in lieu of notice (which shall include
payment in lieu of benefits, and will take account of any duty to mitigate) or immediately and without notice
in circumstances justifying summary dismissal or where the Director is unable to perform his duties due to
incapacity for 180 days out of any 365-day period or a proportionately reduced number of days for a part
time equivalent.
The only exception to this policy in the year was in regard to Mr. Treger. Mr. Treger was not employed
directly by the Company but instead the Company had entered into an agreement with Active Value Advisors
Limited under which Mr. Treger’s services as Non-executive Director were supplied to the Company. The
agreement between the Company and Active Value Advisors Limited had no fixed date of expiry but could
be terminated by either side upon one week’s written notice. Mr. Treger retired from the Board on 21 March
2005.
None of the Non-executive Directors have service contracts. Some of the Non-executive Directors who
served during the year were originally appointed by letter for an initial three year term which will be subject
to termination by the resignation of the relevant Directors either of their own volition or at the request of all
other Directors at any time. The original terms for Lord Blackwell have been extended for two further oneyear periods. As from the end of 2004 the Remuneration Committee has decided that all future appointments,
or reappointments, of Non-executive Directors will be for a period of one year only, so Noel Harwerth’s
contract is for a one-year term. The Non-executive Directors receive an annual fee with an additional fee if
they chair meetings, or are required to attend meetings which fall outside the regular pattern, or perform
work outside normal duties. In addition, the Non-executive Directors will be reimbursed in accordance with
the Articles of Association of the Company for any reasonable expenses properly incurred in the performance
of their duties.
There are no predetermined special provisions for executive or Non-executive Directors with regard to
compensation in the event of loss of office. The Remuneration Committee considers the circumstances of
individual cases of early termination and determines compensation payments accordingly.
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The service contracts or letters of appointment of the Directors who served during the year are dated as
follows:
Date of contract/letter of appointment
Executive Directors
AV Martin
DMC Doyle
J Rowley

15 December 2004
11 February 2003
28 January 2005

Non-Executive Directors
Lord Blackwell

Extended for a further one year period to
5 December 2006 on 15 December 2005
18 March 2005
25 March 2003
Extended for a further one year period to
5 February 2007 on 3 March 2006
24 March 2003

N Harwerth
AS Wilson
DW Young
JA Treger*
*

The contract was with Active Value Advisors Limited who provided the services of Mr. Treger as Non-executive Director.

Share Option Schemes
On 28 January 2005 an Extraordinary General Meeting approved a new long-term incentive plan (“LTIP”),
the key features of which are as follows:
•

Awards will be in the form of options to acquire ordinary shares of 1 penny each of the Company.

•

Employees and executive directors of the Company and participating subsidiaries are eligible to
participate in the LTIP. However, it is intended that the participants will be the executive directors and
other key senior employees. The LTIP will be operated by the remuneration committee.

•

Awards will normally only be made within 42 days of any announcement of the Company’s results.

•

The exercise price will be determined by the remuneration committee and may be zero.

•

The exercise of awards will be subject to the satisfaction of challenging performance conditions set
by the remuneration committee on award.

•

Subject to meeting the annual performance targets, after year one, one third of the options will become
exercisable, a further one third after year two and the final third after year three. If the target is not
met in either year one or two the options do not lapse, rather they are rolled into the next target period.
They will lapse at the end of year three if the target is not met.

•

Options are subject to the employee remaining with the Company subject to certain provisions for
illness, retirement, death, or redundancy. Unless the committee decides otherwise, awards lapse on
cessation of employment.

•

In any 10 year period, not more than 10 per cent. of the issued ordinary share capital of the Company
may be issued or be issuable under the LTIP and all other share plans operated by the Company.

•

Upon award under the LTIP, any employee or executive will be expected to surrender any awards
previously granted under the old share options schemes that have not yet vested.

Awards were made under this scheme to Directors and senior employees on 24 March and 23 September
2005.
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In prior years options have been granted to Directors under both the 2000 CSG executive share option
schemes No.1 and No.2. Options granted to Directors on 4 April 2003 were granted such that they are only
exercisable in full after four years from the date of grant, however, proportions of the options were
exercisable in intervening years subject to the Company achieving certain performance targets set at the time
of the grant. The performance targets were chosen to align the option holders’ interests with those of the
Shareholders and to support the Company’s objectives.
In respect of these grants, they were to be exercisable as to 30 per cent. at the end of year one, 27 per cent.
at the end of year two, 22.5 per cent. at the end of year three and 20.5 per cent. at the end of year four.
Options could only be exercised if a “target price” is met at any time during the twelve-month period
following the anniversary of the grant. The target price will be met if the average share price of the Company
over a period of 20 consecutive business days is equal to or exceeds the target price. The target prices were
as follows:
Target Share
Prices

Period
End of year one
End of year two
End of year three
End of year four

10 pence
15 pence
20 pence
25 pence

To enable the Company to operate the No.1 Scheme and No. 2 Scheme as intended, the number of new
ordinary shares which may be issued under the No.1 Scheme and No.2 Scheme and any other executive
scheme operated by the Company will be limited to 10 per cent. of the issued share capital from time to time.
Due to the introduction of the LTIP scheme, explained above, all options under these schemes have been
surrendered by the Directors, except where they have already vested through the achievement of the relevant
performance target.
Any options that have been granted prior to 30 January 2003 are excluded from the calculation of the
percentage limits on issued share capital. Outstanding options issued prior to this date have an average option
price of 64.15 pence and are not expected to be exercised.
Performance graph
The graph shows the percentage change in the total Shareholder return (TSR) (with dividends reinvested) for
each of the last five years of a holding in the Company’s shares against the corresponding change in a
hypothetical holding of shares in the FTSE SmallCap index.
The FTSE SmallCap index was selected as it represents a broad equity market index in which the Company
is a constituent member.
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Report on Directors’ remuneration (continued)
Corporate Serv ic es Group
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INFORMATION SUBJECT TO AUDIT
Directors’ remuneration
The remuneration of the Directors, including the Chairman, was as follows:
Total emoluments excluding pension contributions

Non Executive
Lord Blackwell
N Harwerth
AS Wilson
DW Young
PL Button
JA Treger
Executive
AV Martin
DMC Doyle
J Rowley
MI Adams

Compensation
for loss
of office
£ 000

2005
£ 000

2004
£ 000

Salaries
£ 000

Fees
£ 000

Benefits
£ 000

Performance
bonus
£ 000

–
–
–
–
–
–

37
29
32
42
–
7

–
–
–
–
–
–

–
–
–
–
–
–

–
–
–
–
–
–

37
29
32
42
–
7

35
–
38
40
24
130

165
265
173
–
–––––––
603
–––––––

–
–
–
–
–––––––
147
–––––––

–
4
2
–
–––––––
6
–––––––

–
–
–
–
–––––––
–
–––––––

–
–
–
–
–––––––
–
–––––––

165
269
175
–
–––––––
756
–––––––

–
272
–
467
–––––––
1,006
–––––––

The remuneration package of each executive Director includes benefits, both non-cash and cash, comprising
the provision of private medical insurance, life assurance, a car allowance, the provision of private vehicle
fuel and an allowance towards a personal pension.
No director waived emoluments in respect of the year ended 31 December 2005.
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Report on Directors’ remuneration (continued)
Pension contributions

AV Martin
DMC Doyle
J Rowley

2005
£ 000

2004
£ 000

–
–
20
–––––––
20
–––––––

–
–
–
–––––––
–
–––––––

All pension payments relate to defined contribution schemes.
Directors’ options
Options held by the directors are as follows:

AV Martin
DMC Doyle

J Rowley

Scheme

Date of
Grant

Date from
which
exercisable

Expiry
date

Exercise
price in
pence

1 January
2005

Granted

Surrendered

31 December
2005

LTIP
LTIP
No. 1
No. 2
LTIP

21.03.05
21.03.05
04.04.03
04.04.03
21.03.05

*
*
04.04.04
04.04.04
*

*
*
03.04.13
03.04.13
*

1.00
1.00
5.00
5.00
1.00

–
–
600,000
5,530,000
–

15,000,000
7,500,000
–
–
7,500,000

–
–
420,000
3,871,000
–

15,000,000
7,500,000
180,000
1,659,000
7,500,000

Options have been granted under The Corporate Services Group PLC’s Long Term Incentive Plan 2005
(“LTIP”), the No. 1 Executive Share Option Scheme 2000 and the No. 2 Executive Share Option Scheme
2000. The middle market price on the date of grant was 12.25p.
*

Grants under the LTIP scheme vest over three annual periods beginning with the year ended 31 December 2005 and ending with
the year ended 31 December 2007. The exercise period commences with the achievement of the annual (or rolled-up) targets
measured on publication of the Group’s preliminary statement and expires 12 months from the end of the final annual period
concerned.

The Directors may only exercise options under the LTIP scheme if the Company’s fully diluted earnings per
share (“EPS”), as shown in the Company’s consolidated accounts, achieve certain targets for the three-year
period.
Upon joining the new LTIP share plan in March 2005 Mr. Doyle was obliged to surrender all options in the
2000 schemes that had not vested by that date. The remaining options in these schemes had vested (but have
not been exercised) with Mr. Doyle in 2004 when the Company’s share price met the required performance
target for that year.
No options were exercised by Directors during either 2005 or 2004.
The middle market price on 31 December 2005 was 6.75p and the range during the year was between 6.75p
and 13.5p.
On behalf of the Board,

David Young
Remuneration committee Chairman
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Directors’ biographies
Tony Martin – Executive Chairman
Tony Martin, 67, was appointed to the Board in January 2005. Mr. Martin was previously Chairman and
Chief Executive Officer of Vedior N.V. and prior to this he was the primary driving force in building-up
Select Appointments into a global business before the sale of the company to Vedior N.V. in 1999. Before
joining Select he was responsible for half the operations of Adia S.A. (now part of Adecco). Mr. Martin is
also currently the Chairman of Empresaria Group PLC.
Desmond Doyle – Chief Operating Officer and Group Finance Director
Desmond Doyle, 40, was appointed to the Board in February 2003. Mr. Doyle was previously Group Finance
Director at the healthcare recruitment company, Reed Health Group plc. Prior to that he was European Chief
Financial Officer for APW, an electronic manufacturing services provider listed on the New York Stock
Exchange. Mr. Doyle qualified as a chartered accountant with Coopers & Lybrand, London.
John Rowley – UK Chief Executive
John Rowley, 62, was appointed to the Board in February 2005. Prior to this he was Vice Chairman and Chief
Operating Officer of Vedior N.V., previously Mr. Rowley worked at Select Appointments.
Lord Norman Blackwell – Non-executive Director
Lord Blackwell, 53, was appointed to the Board in December 2000. He is currently Chairman of Interserve
plc, a Non-executive Director of The Standard Life Assurance Company, Slough Estates plc, Smartstream
Technologies Limited and special advisor to KPMG Corporate Finance. He is also Chairman of the Centre
for Policy Studies and a Board Member of The Office of Fair Trading (OFT). He was a Director of Group
Development at Natwest until April 2000 and is a former partner at McKinsey and Co, the international
management consultants. Prior to re-entering commercial life, Lord Blackwell was head of the No 10 Policy
Unit from 1995 to 1997.
David Young – Non-executive Director
David Young, 55, joined the Board as a Non-executive Director in February 2003. Until recently Mr. Young
was Group Chief Executive of Perkins Foods Holdings Limited and previously he was Global President of
Duracell. Prior to that he worked with J. Walter Thompson and Nestle. Mr. Young brings extensive senior
executive experience with large US corporations.
Andrew Wilson – Non-executive Director
Andrew Wilson, 45, joined the Board as a Non-executive Director in March 2003. Mr. Wilson is currently
Senior Vice President of Capio AB, a Swedish care operator. He is also Executive Chairman of London Town
plc and a Non-executive Director of Watford Leisure plc and Wraith plc. Previously he was an investment
banker with UBS Warburg specialising in mergers and acquisitions.
Noel Harwerth – Non-executive Director
Noel Harwerth, 57, joined the Board as a Non-executive Director in March 2005. Ms. Harwerth is currently
a Non-executive Director at Royal and SunAlliance Insurance Group plc, Corus plc, Partnership Director of
Tube Lines Limited, Metronet Rail BCV Limited and Metronet SSL Limited, Deputy Chairman of
Sumitomo Mitsui Banking Corporation Europe Limited. Previously she was Chief Operating Officer,
Citibank International plc and Chief Tax Officer, Citicorp, Inc, both part of Citigroup, Inc.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
THE CORPORATE SERVICES GROUP PLC
We have audited the Group financial statements of The Corporate Services Group PLC for the year ended
31 December 2005 which comprise Consolidated income statement, the Consolidated balance sheet, the
Consolidated cash flow statement, the Consolidated statement of changes in equity and the related notes 1
to 30. These Group financial statements have been prepared under the accounting policies set out therein.
We have reported separately on the parent Company financial statements of The Corporate Services Group
plc for the year ended 31 December 2005 and on the information in the Report on Directors’ Remuneration
that is described as having been audited.
This report is made solely to the company’s members, as a body, in accordance with Section 235 of the
Companies Act 1985. Our audit work has been undertaken so that we might state to the company’s members
those matters we are required to state to them in an auditors’ report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the company and
the company’s members as a body, for our audit work, for this report, or for the opinions we have formed.
Respective responsibilities of directors and auditors
The directors are responsible for preparing the Annual Report and the Group financial statements in
accordance with applicable United Kingdom law and International Financial Reporting Standards (IFRSs)
as adopted by the European Union as set out in the Statement of Directors’ Responsibilities.
Our responsibility is to audit the Group financial statements in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland).
We report to you our opinion as to whether the Group financial statements give a true and fair view and
whether the Group financial statements have been properly prepared in accordance with the Companies Act
1985 and Article 4 of the IAS Regulation. We also report to you if, in our opinion, the Directors’ report is
not consistent with the Group financial statements, if we have not received all the information and
explanations we require for our audit, or if information specified by law regarding Director’s remuneration
and other transactions is not disclosed.
We review whether the Corporate governance statement reflects the company’s compliance with the nine
provisions of the 2003 FRC Combined Code specified for our review by the Listing Rules of the Financial
Services Authority, and we report if it does not. We are not required to consider whether the board’s
statements on internal control cover all risks and controls, or form an opinion on the effectiveness of the
Group’s corporate governance procedures or its risk and control procedures.
We read other information contained in the Annual Report and consider whether it is consistent with the
audited Group financial statements. The other information comprises only the Directors’ report, the
Executive Chairman’s statement, the Chief Operating Officer and Group Finance Director’s report and the
Corporate governance statement. We consider the implications for our report if we become aware of any
apparent misstatements or material inconsistencies with the Group financial statements. Our responsibilities
do not extend to any other information.
Basis of audit opinion
We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by
the Auditing Practices Board. An audit includes examination, on a test basis, of evidence relevant to the
amounts and disclosures in the Group financial statements. It also includes an assessment of the significant
estimates and judgements made by the directors in the preparation of the Group financial statements, and of
whether the accounting policies are appropriate to the Group’s circumstances, consistently applied and
adequately disclosed.
We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
Group financial statements are free from material misstatement, whether caused by fraud or other irregularity
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or error. In forming our opinion we also evaluated the overall adequacy of the presentation of information in
the Group financial statements.
Opinion
In our opinion the Group financial statements:
•

give a true and fair view, in accordance with IFRSs as adopted by the European Union, of the state of
the Group’s affairs as at 31 December 2005 and of its loss for the year then ended; and

•

have been properly prepared in accordance with the Companies Act 1985 and Article 4 of the IAS
Regulation.

Separate opinion in relation to IFRSs
As explained in Note 2 to the Group financial statements, the Group in addition to complying with its legal
obligation to comply with IFRSs as adopted by the European Union, has also complied with the IFRSs as
issued by the International Accounting Standards Board.
In our opinion the Group financial statements give a true and fair view, in accordance with IFRSs, of the state
of the Group’s affairs as at 31 December 2005 and of its loss for the year then ended.

Ernst & Young LLP
Registered Auditor, Luton
7 March 2006
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Consolidated income statement
For the year ended 31 December
Notes
Continuing operations
Revenue
Cost of sales

4

Gross profit
Administrative expenses (including other expenses)
Operating profit/(loss)

6

Operating profit/(loss) before depreciation, amortisation
and other expenses
Depreciation and amortisation

4
4

Other expenses

5

Operating profit/(loss)

6

Gain on restructure of loan notes
Finance income
Finance expense

8
9
9

Loss before taxation
Taxation

10

Loss for the year (attributable to equity holders of the parent
Company)
Loss per share (basic and diluted)
Adjusted loss per share

2004
£000

524,017
(427,275)
––––––––
96,742
(96,547)
––––––––
195

511,199
(419,706)
––––––––
91,493
(104,306)
––––––––
(12,813)

3,003
(2,808)
––––––––
195
–
––––––––
195

(3,216)
(2,966)
––––––––
(6,182)
(6,631)
––––––––
(12,813)

–
359
(5,248)
––––––––
(4,694)
(20)
––––––––

3,655
797
(5,793)
––––––––
(14,154)
1,349
––––––––

(4,714)

––––––––
11
11
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2005
£000

(0.4)p
(0.4)p

(12,805)

––––––––

(1.3)p
(1.0)p

Consolidated balance sheet
At 31 December
Notes

2005
£000

2004
£000

Non-current assets
Property, plant and equipment
Goodwill
Other intangible assets
Investments
Other financial assets

12
13
14
15
15

5,452
50,246
2,144
1,618
5,496
––––––––
64,956
––––––––

5,972
45,152
2,540
1,558
6,254
––––––––
61,476
––––––––

Current assets
Trade and other receivables
Cash and short-term deposits

16
17

Non-current assets held for sale

18

84,139
4,274
––––––––
88,413
–
––––––––
88,413
––––––––
153,369

73,780
4,441
––––––––
78,221
104
––––––––
78,325
––––––––
139,801

(64,118)
(378)
(5,460)
(3,800)
––––––––
(73,756)
––––––––
14,657
––––––––

(58,946)
(317)
(445)
(3,675)
––––––––
(63,383)
––––––––
14,942
––––––––

(44,423)
(3,225)
––––––––
(47,648)
––––––––
(121,404)

(44,115)
(3,399)
––––––––
(47,514)
––––––––
(110,897)

Total assets

––––––––

Current liabilities
Trade and other payables
Taxation liabilities
Bank overdrafts and other short-term borrowings
Provisions for liabilities and charges

19
20
22

Net current assets
Non-current liabilities
Long-term borrowings
Provisions for liabilities and charges

21
22

Total liabilities

––––––––
––––––––

Net assets

31,965

Equity
Issued shares
Share premium
Own shares
Other reserves
Retained deficit

23
23
23
25

Total equity

10,752
280,735
(746)
27,103
(285,879)
––––––––
31,965

––––––––

The accounts on pages 218 to 266 were approved by the Board on 7 March 2006.

Desmond Doyle
Chief Operating Officer and Group Finance Director
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––––––––

––––––––
––––––––
28,904

10,717
280,593
(746)
20,608
(282,268)
––––––––
28,904

––––––––

Consolidated cash flow statement
For the year ended 31 December
2005
£000
Cash flows from operating activities
Operating profit/(loss)
Adjustments for:
Depreciation
Amortisation
(Profit)/loss on disposal of property, plant and equipment
(Profit)/loss on disposal of non-current assets held for sale
Share based payment charge
Investment impairment
Change in market value of investments
Gain on disposal of investments
Increase in trade and other receivables
Increase/(decrease) in trade and other payables
Decrease in provisions for liabilities and charges
Cash utilised by operations
Taxation refunded
Taxation paid
Net cash utilised by operating activities
Cash flows from investing activities
Purchase of property, plant and equipment (PPE)
Purchase of intangible assets
Purchase of investments
Proceeds from sale of PPE
Proceeds from sale of investments
Proceeds from sale of non-current assets held for sale
Finance income received
Net cash utilised on investing activities
Cash flows from financing activities
Proceeds from issue of share capital
Share issue expenses
Loan note issue costs
Decrease in other financial assets
Increase/(decrease) in short-term borrowings
Capital element of finance lease payments
Finance expense paid
Net cash inflow from financing activities
Net decrease in cash and cash equivalents
Opening cash and cash equivalents
Foreign exchange gains/(losses) on cash and cash equivalents
Closing cash and cash equivalents

195

(12,813)

1,755
1,053
(14)
(46)
1,103
–
–
(48)
––––––––
3,998
(7,066)
2,556
(745)
––––––––
(1,257)
47
(4)
––––––––
(1,214)
––––––––

1,613
1,353
11
20
35
3,000
(121)
–
––––––––
(6,902)
(2,231 )
(2,712)
(1,196)
––––––––
(13,041)
–
(41)
––––––––
(13,082)
––––––––

(811)
(465)
(266)
39
433
150
292
––––––––
(628)
––––––––

(1,737)
(1,033)
(197)
25
118
212
413
––––––––
(2,199)
––––––––

177
–
–
1,230
4,404
(131)
(4,987)
––––––––
693
––––––––
(1,149)
3,996
424
––––––––
3,271

18,754
(1,914)
(978)
4,744
(10,544)
–
(6,711)
––––––––
3,351
––––––––
(11,930)
16,350
(424)
––––––––
3,996

––––––––
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2004
£000

––––––––

As at 31 December
Notes
Cash and short-term deposits
Bank overdrafts

17
20

Cash and cash equivalents

2005
£000
4,274
(1,003)
––––––––
3,271

––––––––
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2004
£000
4,441
(445)
––––––––
3,996

––––––––

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

1 January 2004
Exercise of options
New shares issued as part of refinancing
Share issue costs
New shares issued as part of convertible
loan note restructure
Gain on restructure of convertible notes
Share based payments
Currency translation differences
Loss for the year
Total recognised income for 2004
31 December 2004
Exercise of options
Share based payments
Currency translation differences
Loss for the year
Total recognised income for 2005
31 December 2005

Share
capital
£000

Other
reserves
£000

Retained
earnings
£000

Total
equity
£000

262,814
230
18,524
(1,914)

24,672
–
–
–

(269,498)
–
–
–

17,988
230
18,524
(1,914)

10,090
820
–
–
–
––––––––
27,750
––––––––
290,564

–
–
–
(4,064)
–
––––––––
(4,064)
––––––––
20,608

–
–
35
–
(12,805)
––––––––
(12,770)
––––––––
(282,268)

10,090
820
35
(4,064)
(12,805)
––––––––
10,916
––––––––
28,904

177
–
–
–
––––––––
177
––––––––
290,741

–
–
6,495
–
––––––––
6,495
––––––––
27,103

–
1,103
–
(4,714)
––––––––
(3,611)
––––––––
(285,879)

177
1,103
6,495
(4,714)
––––––––
3,061
––––––––
31,965

––––––––

––––––––
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––––––––

––––––––

––––––––

––––––––

––––––––

Notes to the consolidated financial statements
for the year ended 31 December 2005
1.

Authorisation of financial statements and statement of compliance with IFRSs

The financial statements of The Corporate Services Group PLC (the Group) for the year ended 31 December
2005 were authorised for issue by the Board of Directors on 7 March 2006 and the balance sheet was signed
on behalf of the Board by Desmond Doyle.
The Corporate Services Group PLC (the Group) provides staffing services in both the UK and the USA.
The Corporate Services Group PLC (the Company) is a public limited company incorporated and domiciled
in the United Kingdom under the Companies Act 1985 with a listing on the London Stock Exchange.
Its registered office is located at:
800 The Boulevard
Capability Green
Luton
LU1 3BA
United Kingdom
The consolidated financial statements of the Group have been prepared in accordance with International
Financial Reporting Standards (IFRS) as adopted for use in the European Union and as applied in accordance
with the provisions of the Companies Act.
2.

Summary of significant accounting policies

a.

Basis of preparation
This is the first year in which the consolidated financial statements of The Corporate Services Group
PLC have been prepared in accordance with IFRS and the comparative amounts for 2004 have been
restated from UK Generally Accepted Accounting Practice (UK GAAP) to comply with IFRS.
In the interim report for the six months to June 2005 the Group incorporated its preliminary IFRS
financial statements for 2004 and the reconciliations to IFRS from the previously published UK
GAAP financial statements; these are repeated in note 30.

b.

Basis of accounting
The consolidated financial statements are presented in pounds sterling and all values are rounded to
the nearest thousand (£000) except where otherwise indicated. Foreign operations are included in
accordance with note 2(e) below.

c.

Basis of consolidation
The consolidated financial statements comprise the financial statements of The Corporate Services
Group PLC and all of its subsidiaries as at 31 December each year. The financial statements of
subsidiaries are prepared for the same reporting year as the parent company. Each company, including
the parent, use locally applicable UK and US GAAP for the preparation of their individual financial
statements. Adjustments are made to bring these into line with the IFRS policies adopted by the
Group, as required.
Subsidiaries 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.
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2.

Summary of significant accounting policies (continued)

d.

Significant accounting estimates
The key assumptions concerning the future and other key sources of estimation uncertainty at the
balance sheet date, that have a significant risk of causing material adjustment to the carrying amounts
of assets and liabilities within the next financial year are discussed below:
Impairment of goodwill
The Group determines whether goodwill is impaired at least on an annual basis. This requires an
estimation of the recoverable amount of the cash-generating unit to which the goodwill is allocated.
Estimating 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 are given in note 13.

e.

Currencies and foreign currency translation
The functional and presentation currency of The Corporate Services Group PLC and its UK
subsidiaries is the pound sterling. Foreign operations are located in the USA, New Zealand and
Australia where the functional currencies are United States $, New Zealand $ and Australian $
respectively.
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
liabilities that are denominated in foreign currencies are retranslated at the rates prevailing on the
balance sheet date. All differences are taken to the consolidated income statement. Tax charges and
credits attributable to exchange differences on these borrowings are also dealt with in equity. Nonmonetary 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 initial transaction. Non-monetary items measured at fair value
in a foreign currency shall be translated using exchange rates at the date when the fair value was
determined.
On consolidation, at the reporting date the assets and liabilities of the Group’s foreign operations are
translated into the presentation currency of The Corporate Services Group PLC at rates ruling on the
balance sheet date. Income and expense items are translated at weighted average exchange rates for
the year, as this is considered a reasonable approximation to actual translated rates. The exchange
differences arising from this retranslation are taken to a separate foreign currency translation reserve
in equity. On disposal of a foreign operation the deferred cumulative exchange difference relating to
that operation, held in this reserve, shall be recognised in the consolidated income statement in the
period in which disposal takes place.
Goodwill arising on the acquisition of a foreign operation is treated as an asset of that foreign
operation and translated at the balance sheet rate.

f.

Property, plant and equipment
Property, plant and equipment is stated at historic cost less accumulated depreciation and any
impairment in value. Historic cost includes expenditure that is directly attributable to the acquisition
of the items. Depreciation is calculated on a straight-line basis over the estimated useful life of the
asset as follows:
Freehold buildings
Furniture, fittings and equipment
Computer equipment

– over 50 years
– between 3 and 10 years
– over 3 years

The residual value and estimated useful lives of assets are reviewed, and adjusted if appropriate, at
each balance sheet date.
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2.

Summary of significant accounting policies (continued)
The carrying value of property, plant and equipment is reviewed for impairment when events or
changes in circumstances indicate that the carrying value may not be recoverable.
An item of property, plant and equipment is derecognised upon disposal or when no future economic
benefits are expected to arise from the continued use of the asset. Any gain or loss arising on
derecognition of the asset (calculated as the difference between the net disposal proceeds and the
carrying value of the item) is included in the consolidated income statement in the year the item is
derecognised.

g.

Goodwill
Goodwill acquired in a business combination represents the excess of cost of acquisition over the fair
value of the identifiable assets, liabilities and contingent liabilities acquired on the date of acquisition.
Goodwill is recognised as an asset in the consolidated balance sheet of the Group and is recorded at
cost less any accumulated impairment losses. The carrying value of goodwill is reviewed for
impairment at least annually, more frequently if events or changes in circumstances indicate that the
carrying value may be impaired. Any impairment charge is recognised immediately in the
consolidated income statement and is not subsequently reversed.
For the purpose of impairment testing, goodwill acquired in a business combination is, from the
acquisition date, allocated to each of the Group’s cash generating units that is expected to benefit from
the combination. Each group of cash-generating units to which the goodwill is so allocated:
•

represents the lowest level within the Group at which the goodwill is monitored for internal
management purposes; and

•

is no larger than a segment based on either the Group’s primary or secondary reporting formats
in accordance with IAS 14 Segment Reporting.

Impairment is 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 is less than the
carrying amount, an impairment loss is recognised.
Goodwill arising from the acquisition of the US business is treated as a US dollar denominated asset
and is translated at the period-end rate. Goodwill arising on the acquisition of the New Zealand
business is, however, treated as a sterling asset.
Goodwill arising on acquisitions prior to 1 January 2004, the date of transition to IFRS, has been
retained at the amounts recorded in the UK GAAP accounts at that date, subject to being tested for
impairment at that date.
UK GAAP goodwill deducted from equity disappears on adoption of IFRS’s.
h.

Other intangible assets
Other intangible assets represent the carrying value of computer software and licences.
Externally acquired computer software and licences are capitalised at the costs incurred to acquire and
bring into use the specific software.
Internally generated computer software programs are capitalised to the extent that costs can be
separately identified and attributed to particular software programs, measured reliably, and that the
asset developed can be shown to generate future economic benefits.
Such assets are defined as having finite useful lives and the costs are amortised on a straight-line basis
over the estimated useful lives of each of the assets, considered to be between three to five years. The
expense is taken to the consolidated income statement through the “depreciation and amortisation”
line.

225

2.

Summary of significant accounting policies (continued)
All costs relating to the “research” phase of the development cycle together with costs not separately
identifiable and attributable to particular program development are expensed directly to the
consolidated income statement in the period in which it is incurred.
Intangible assets are reviewed for impairment whenever there is an indication that the carrying amount
may be impaired. Assets that are not currently in use are tested annually for impairment. Useful lives
are also examined on an annual basis and adjustments, where applicable, are made on a prospective
basis.
The cost of intangible assets acquired in a business combination is fair value as at the date of
acquisition.

i.

Financial assets
Financial assets in the scope of IAS 39 are classified as financial assets at fair value through the
income statement; loans and receivables; held to maturity investments; or as available-for-sale
financial assets, as appropriate. The Group determines the classification of its financial assets at initial
recognition and re-evaluates this designation at each financial year-end. When financial assets are
recognised initially, they are measured at fair value, being the transaction price plus, in the case of
financial assets not at fair value through profit and loss, directly attributable transaction costs. As
explained in note 30, the Group has not restated comparative amounts on applying IAS 32 and IAS
39, as permitted by paragraph 36A of IFRS1.
Investments
The Group’s investments are classified as either available for sale financial assets or at fair value
through the income statement. They are further classified as non-current unless management expects
to dispose of the investment within twelve months of the balance sheet date.
Investments held at fair value through the income statement are quoted investments, they are not held
for trading. Subsequent to initial recognition these investments are held at fair value; the fair values
are based upon bid prices ruling at the balance sheet date. Fair value adjustments are recognised
through the consolidated income statement.
Available for sale investments consist of unlisted securities. As there is no active market for these
investments their fair value cannot be reliably measured, subsequent to initial recognition these
investments are held at cost less impairment. The carrying values of unlisted investments are reviewed
for impairment when events or changes in circumstances indicate that the carrying value may not be
recoverable. Any impairment expense is recognised through the consolidated income statement.
Other non-current financial assets
Other non-current financial assets represent security deposits with non-financial institutions that have
no fixed date of repayment and that are not expected to be repaid within the next twelve months; and
prepaid short leasehold property costs. On initial recognition these assets are held at cost and
subsequently at amortised cost.
Impairment
The Group assesses at each balance sheet date whether a financial asset is impaired.

j.

Trade and other receivables
Trade receivables, which generally have 7-30 day terms, are recognised and carried at original invoice
amount less an allowance for uncollectible amounts and credit notes. An allowance for doubtful debts
is made when collection of the full amount is no longer probable. Bad debts are written off when
identified.
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Summary of significant accounting policies (continued)

k.

Cash and cash equivalents
Cash and short-term deposits in the consolidated balance sheet comprise cash at bank and in hand and
short-term deposits with an original maturity of three months or less.
For the purpose of the consolidated cash flow statement, cash and cash equivalents consist of cash and
short-term deposits as defined above, net of outstanding bank overdrafts. Bank overdrafts are shown
with other short-term borrowings on the consolidated balance sheet.

l.

Non-current assets held for sale
Non-current assets are classified as held for sale if their carrying value will be recovered through a
sale transaction rather than through continuing use. This condition is regarded as met only when the
sale is highly probable and the asset is available for immediate sale in its present condition.

m.

Trade and other payables
Trade payables are not interest bearing and are stated at invoiced value.

n.

Taxes
Current tax
Current tax assets and liabilities for the current and prior periods are measured at the amount expected
to be recovered from or paid to the taxation authorities. The tax rates and the tax laws used to compute
the amount are those that are enacted or substantively enacted by the balance sheet date.
Deferred tax
Deferred income tax is provided, using the liability method, on temporary differences at the balance
sheet date between the tax bases of assets and liabilities and their carrying amounts for financial
reporting purposes.
Deferred income tax liabilities are recognised for all taxable temporary differences, except:
•

where the deferred income tax liability arises from the initial recognition of goodwill or of an
asset or liability in a transaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss; and

•

in respect of taxable temporary differences associated with investments in subsidiaries, where
the timing of the reversal of the temporary differences can be controlled and it is probable that
the temporary differences will not reverse in the foreseeable future.

Deferred income tax assets are recognised on an undiscounted basis for all deductible temporary
differences, carry-forward of unused tax credits and unused tax losses, to the extent that it is probable
that taxable profit will be available against which the deductible temporary differences, and the carryforward of unused tax credits and unused tax losses can be utilised except:
•

where the deferred income tax asset relating to the deductible temporary difference arises from
the initial recognition of an asset or liability in a transaction that is not a business combination
and, at the time of the transaction, affects neither the accounting profit nor taxable profit or
loss; and

•

in respect of deductible temporary differences associated with investments in subsidiaries,
deferred tax assets are recognised only to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable profit will be available against
which the temporary differences can be utilised.
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Summary of significant accounting policies (continued)
The carrying amount of deferred income tax assets is reviewed at each balance sheet date and reduced
to the extent that it is no longer probable that sufficient taxable profit will be available to allow all or
part of the deferred income tax asset to be utilised. Unrecognised deferred income tax assets are
reassessed at each balance sheet date and are recognised to the extent that it has become probable that
future taxable profit will allow the deferred tax asset to be recovered.
Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to
the year when the asset is realised or the liability is settled, based on tax rates (and tax laws) that have
been enacted or substantively enacted at the balance sheet date.
Income tax relating to items recognised directly in equity is recognised in equity and not in the income
statement.
Deferred tax assets and liabilities are offset if a legally enforceable right exists to set off current tax
assets against current tax liabilities and the deferred taxes relate to the same taxable entity and the
same taxation authority.
Sales taxes
Revenues, expenses and assets are recognised net of the amount of sales tax except:
•

where the sales tax incurred on a purchase of goods or services or assets is not recoverable from
the taxation authority, in which case the sales tax is recognised as part of the cost of acquisition
of the asset or as part of the expense item as applicable; and

•

receivables and payables that are stated with the amount of sales tax included.

The net amount of sales tax recoverable from, or payable to, the taxation authority is included as part
of receivables or payables in the balance sheet.
o.

Provisions for liabilities and charges
Provisions are recognised when the Group has a present legal or constructive obligation as a result of
past events; it is more likely than not that an outflow of resources will be required to settle the
obligation; and the amount has been reliably estimated.
If the effect of the time value of money is material, provisions are determined by discounting the
expected future cash flows at a pre-tax rate that reflects current market assessments of the time value
of money. When discounting is used, the increase in the provision due to the passage of time is
recognised as a borrowing cost.

p.

Employee benefits
Pension obligations
The Group provides pension arrangements for its UK based Directors and employees through defined
contribution schemes. Contribution costs are expensed to the income statement as they become due.
Other post-employment obligations
In the US the Group operates a deferred compensation plan for certain key employees. The plan
allows the employee to defer receipt of a portion of their emoluments together with a contribution
from the Group. The deferred amounts plus the Group contribution are paid into an external trust fund
in the USA. Employees’ entitlement is limited to the market value of the fund; therefore, both the
investment and the liability to the employee are marked to market on an annual basis, with movements
passing through the administrative expenses line in the income statement.
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Summary of significant accounting policies (continued)
Share-based compensation
The Group operates equity-settled share-based compensation plans for employees (including
Directors), all such schemes are equity settled. The cost of equity settled transactions with employees
and Directors is measured by fair value at the date at which they are granted. Where the vesting of an
option is dependant on market based performance criteria the fair value is determined by an external
valuer using an appropriate pricing model. In valuing equity-settled transactions, no account is taken
of any vesting conditions, other than conditions linked to the Group’s share price.
The cost of equity-settled transactions is recognised as an expense over the vesting period which ends
on the date on which the relevant employees become fully entitled to the award. At each balance sheet
date the Group reviews and revises the assumptions regarding the number of awards that are expected
to vest. The cumulative expense recognised for equity-settled transactions at each 31 December until
the vesting date therefore reflects the extent to which the vesting period has expired and the Group’s
best estimate, at that date, of the number of awards that will ultimately vest.
No expense is recognised for awards that do not ultimately vest, except for awards where vesting is
conditional upon the Group’s share price, which are treated as vesting irrespective of whether that
condition has been met, provided that all other conditions have been satisfied.
Where the terms of an equity-settled award are modified, as a minimum an expense is recognised as
if the terms had not been modified. An additional expense is recognised to the extent that the
modification in terms increases the value of the award, as measured at the date of modification.
Where an equity-settled award is cancelled, it is treated as having vested on the date of cancellation,
and any expense not yet recognised for the award is recognised immediately. However, if a new award
is substituted for the cancelled award, and designated as a replacement award on the date it is granted,
the cancelled and new awards are treated as if they were a modification of the original award, as
described in the previous paragraph.
The dilutive effect of outstanding options is reflected as additional share dilution in the computation
of earnings per share (see note 11).
The Group has taken advantage of the transitional provision of IFRS 2 in respect of equity-settled
awards and has applied IFRS 2 only to equity-settled awards granted after 7 November 2002 that had
not vested on or before 1 January 2005.
Termination benefits
Termination benefits are payable when employment is terminated before the normal retirement date,
or whenever an employee accepts voluntary redundancy in exchange for these benefits. The Group
recognises termination benefits when it is demonstrably committed to terminating the employment of
current employees according to a detailed formal plan without the possibility of withdrawal.

q.

Leases
Finance leases, which transfer to the Group substantially all the risks and benefits incidental to
ownership of the leased item, are capitalised at the inception of the lease at the fair value of the leased
asset or, if lower, at the present value of the minimum lease payments. Lease payments are
apportioned between the finance charges and reduction of the lease liability so as to achieve a constant
rate of interest on the remaining balance of the liability. Finance charges are charged directly against
income.
Assets held under finance leases are depreciated over the shorter of the estimated useful life of the
asset and the lease term.
All other leases are classified as operating leases. Payments under operating leases are expensed to
the consolidated income statement on a straight-line basis over the period of the lease.
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Summary of significant accounting policies (continued)

r.

Revenue
Revenue is measured at the fair value of the consideration received or receivable and represents
amounts receivable for the provision of staffing services, net of value-added tax, rebates and discounts
and after eliminating sales made within the Group.
Revenue for staffing services is recognised and accrued by reference to hours worked in accordance
with approved weekly or daily timesheets. Pro-rata adjustments are made for weeks that straddle a
period-end.
The Group recognises the income derived from permanent placements when the employment of the
individual commences with provision made for refunds if the placement is terminated within a short
period.
Where the Group provides a master-vendor service the amount of revenue recognised is limited to the
management fee receivable for that service.
Interest income receivable on deposits with financial institutions is recognised on an accrued basis.
Gains and losses on disposal of property, plant and equipment (if material) are treated as other
operating income and expenses and disclosed in note 5.

s.

Other income and expenses
Items of income and expense that are considered by management to be of material size and to be of
an unusual nature, not arising from the normal operating activities of the Group, are separated out on
the face of the consolidated income statement and in the notes, as appropriate.

t.

Interest bearing loans and borrowings
All loans and borrowings are initially recognised at fair value of the consideration received less
directly attributable issue costs.
After initial recognition, interest-bearing loans and borrowings are subsequently measured at
amortised cost using the effective interest rate method. This cost is computed as the amount initially
recognised minus principal repayments, plus or minus the cumulative amortisation using effective
interest method of any difference between the initially recognised amount and the maturity amount.
Amortised cost is calculated by taking into account any issue costs, and any discount or premium on
settlement.
Gains and losses are recognised in net profit or loss when the liabilities are derecognised as well as
through the amortisation process.

u.

Derivative financial instruments
It is the Group’s policy that there should be no trading in financial instruments such as derivatives or
interest rate swaps. The Group’s policy with regard to forward foreign exchange contracts is to only
hedge specific risks with a determinable date that arise from operations or financing.

v.

Equity instruments
Equity instruments issued by the Company are recorded at the proceeds received, net of direct issue
costs. Own shares held in The Corporate Services Group Employee Share Trust (note 23) are deducted
from equity. No gains or losses are recognised in the consolidated income statement on transactions
in these shares.
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Summary of significant accounting policies (continued)

w.

New standards and Interpretations not applied
During the year, the IASB and IFRIC have issued the following standards and interpretations with an
effective date after the date of these financial statements:
International Accounting Standards (IAS /IFRS)
IFRS 1
IFRS 4

–
–

IFRS 6
IFRS 6
IFRS 7
IAS 1

–
–
–
–

IAS 19

–

IAS 39
IAS 39

–
–

IAS 39
IAS 39

–
–

Amendment relating to IFRS 6
Insurance Contracts (amendment to IAS 39 and
IFRS4 – Financial guarantee contracts
Exploration for and evaluation of mineral assets
Amendment to IFRS 6
Financial instruments: disclosures
Amendment – presentation of financial statements:
capital disclosures
Amendment – Actuarial gains and losses, group plans
and disclosures
Fair value option
Amendments to IAS 39 – Transition and initial recognition
of financial assets and financial liabilities (day 1 profits)
Cash flow hedge accounting
Amendment to IAS 39 and IFRS 4 – Financial
guarantee contracts

Effective date
1 January 2006
1 January 2006
1 January 2006
1 January 2006
1 January 2007
1 January 2007
1 January 2006
1 January 2006
1 January 2006
1 January 2006
1 January 2006

International Financial Reporting Interpretations Committee (IFRIC)
IFRIC 4 –
IFRIC 5 –
IFRIC 6 –

Determining whether an arrangement contains a lease
Rights to interests arising from decommissioning, restoration
and environmental rehabilitation funds
Liabilities arising from participating in a specific
market – Waste electrical and electronic equipment

1 January 2006
1 January 2006
1 December 2005

The Directors do not anticipate that the adoption of these standards and interpretations will have a
material impact on the Group’s financial statements in the period of application.
Upon adoption of IFRS 7, the Group will have to disclose additional information about its financial
instruments, their significance and the nature and extent of risks that they give rise to. More
specifically, the Group will need to disclose the fair value of its financial instruments and its risk
exposure in greater detail. There will be no effect on reported income or net assets.
3.

Financial risk management and treasury

The Group finances its activities with a combination of financial instruments such as bank overdrafts,
revolving credit facilities, loan notes, finance and operating leases, hire purchase contracts, investments, cash
and short-term deposits. Overdrafts and revolving credit facilities are used to satisfy short term cash flow
requirements. The Group also has various other financial assets and liabilities that arise directly from its
operations, such as trade receivables and payables.
The main risks arising from the Group’s financial instruments are set out below. The Board reviews and
agrees policies for managing each of these risks and these are summarised below.
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Financial risk management and treasury (continued)

Interest rate risk
The majority of the Group’s borrowings is at a fixed rate of interest and thus not exposed to cash flow interest
rate risk. This does, however, expose the Group to fair value risk and the Group could suffer unplanned costs
should the debt be restructured or repaid early as part of the liquidity management process. In contrast, while
floating rate borrowings are not exposed to changes in fair value, the Group is exposed to cash flow risk as
costs increase if market rates rise.
The Group earns interest on credit bank balances at a floating rate of interest. The Group borrows in desired
currencies at both fixed and floating rates of interest. The Group’s policy is to minimise cash flow risk
associated with interest expense through judicious use of invoice discounting facilities and the use of interest
bearing deposit accounts for any surplus funds.
Liquidity risk
The Group’s funding strategy is to maintain a balance between continuity of funding and flexibility through
the use of cash, deposits, revolving credit facilities, loan notes and leasing contracts. The Group aims to
ensure that it has committed borrowing facilities in place in excess of its peak forecast borrowings for at least
the next twelve months. Short-term flexibility is achieved by the use of deposits and revolving credit
facilities.
Under the Group’s revolving credit facilities (invoice discounting) £42,297,000 (2004: £44,271,000) was
available for drawdown against trade receivable balances at 31 December 2005. Two of these facilities are
available until March 2007, however one of these may be terminated on written notice of three months by
either party. The third facility is available for a minimum of one year from March 2004, and otherwise
continues, but may be terminated by either party on written notice of six months. The providers may amend
the commercial terms of the facilities at any time.
Credit risk
The risk of financial loss due to a counterparty’s failure to honour its obligations arises principally in relation
to transactions where the Group provides services on deferred terms.
Group policies are aimed at minimising such losses; it only trades with recognised, creditworthy third
parties. It is the Group’s policy that all customers who wish to trade on credit terms are subject to credit
verification procedures. In addition, receivable balances are monitored on an ongoing basis with the result
that the Group’s exposure to bad debts is kept to a minimum.
With respect to credit risk from other financial assets of the Group, which comprise cash and cash
equivalents and investments, the Group’s exposure to credit risk arises from the default of the counter party,
with a maximum exposure equal to the carrying amount of these assets. These risks are minimised by
restricting deposits and investments to those available from well-established reputable, financial institutions.
Foreign currency risk
The Group has significant investment in its operations in the United States, the Group’s consolidated balance
sheet can be affected significantly by the movements in the US$/£ exchange rate.
The Group does not hedge against the impact of exchange rate movements on the translation of foreign
currency denominated profits.
With the exception of the restricted Euro denominated account connected with the sale of Euristt SA in 2001
that was closed and transferred to a Sterling denominated account in February 2004, transactional currency
exposures across the Group are minimal.
Price risk
The Group has investments in marketable securities and as such is exposed to price risk. These securities are
held in Trust on behalf of certain US employees and the underlying risk is borne by those employees. The
Group’s liability is limited to the market value of the securities.
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4.

Segment information

The Group’s primary reporting format is geographical and its secondary format is by business type. The two
principal geographical regions are managed separately with separate head-office functions. The economic
climates of these two geographies exist independently and are subject to different legal and fiscal rules.
Although the Group does have operations in Australia and New Zealand the results are included under the
UK in the geographical analysis as they are not of a material size.
The geographical segments are based upon the location of the business units which is also the location of its
customers.
In the UK we identify two business segments, they are managed independently with different economic and
social challenges impacting their results, the principle services provided under these segments are discussed
in the Chief Operating Officer and Group Finance Director’s report on pages 198 to 201.
There are no inter-segment sales.
Unallocated assets and liabilities represent cash, borrowings and corporation tax balances which are
considered to be funding for the Group as a whole or which are subject to Group relief and therefore treated
as a whole.
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Geographic segments
Continuing operations
Year ending 31 December 2005

Segment revenue
Result
Segment result before
depreciation, amortisation
and other expenses
Depreciation
Amortisation
Segment other expenses
Segment result
Other expenses
Group operating profit
Finance gain on restructure
of loan notes
Finance income/expense – net
Loss before taxation
Taxation
Loss for the period
Assets and liabilities
Segment assets
Unallocated assets
Total assets
Segment liabilities
Unallocated liabilities
Total liabilities

United
Kingdom
£000

United
States
£000

Operations
Total
£000

Corporate
costs – UK
£000

Group
Total
£000

342,293

181,724

524,017

–

524,017

4,046
(1,352)
(702)
––––––––
1,992
–
––––––––
1,992

1,936
(403)
(351)
––––––––
1,182
–
––––––––
1,182

5,982
(1,755)
(1,053)
––––––––
3,174
–
––––––––
3,174

(2,979)
–
–
––––––––
(2,979)
–
––––––––
(2,979)

3,003
(1,755)
(1,053)
––––––––
195
–
––––––––
195

––––––––

––––––––

––––––––

––––––––

–
––––––––
195

–––––––– –––––––– –––––––– –––––––– ––––––––

–––––––– –––––––– –––––––– ––––––––
––––––––

––––––––

––––––––

––––––––

––––––––

––––––––

––––––––

––––––––

–
(4,889)
––––––––
(4,694)
(20)
––––––––
(4,714)

–––––––– –––––––– –––––––– –––––––– ––––––––
–––––––– –––––––– –––––––– ––––––––
57,316

90,340

147,656

1,439

149,095

––––––––

––––––––

––––––––

––––––––

4,274
––––––––
153,369

–––––––– –––––––– –––––––– –––––––– ––––––––
–––––––– –––––––– –––––––– ––––––––
(38,177)

––––––––

(31,559)

––––––––

(69,736)

––––––––

(1,407)

––––––––

(71,143)

(50,261)
––––––––
(121,404)

–––––––– –––––––– –––––––– –––––––– ––––––––
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Segment information (continued)

Other segment information
For the purposes of the following tables the Corporate activities are treated as relating wholly to the UK
although they do include Group movements in short term borrowings and tax movements.
Year ending 31 December 2005
United
Kingdom
£000

United
States
£000

Operations
Total
£000

Corporate
costs – UK
£000

Group
Total
£000

Capital expenditure
– Property, plant & equipment
– Intangible assets

990
339

172
126

1,162
465

–
–

1,162
465

Other non-cash expenses
– operations – other expenses

186

98

284

819

1,103

Cash flows
– operating activities
– investing activities
– financing activities

1,418
(801)
3,963

(140)
46
1,056
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1,278
(755)
5,019

(2,492)
127
(4,326)

(1,214)
(628)
693

4.

Segment information (continued)

Year ending 31 December 2004

Segment revenue
Result
Segment result before
depreciation, amortisation
and other expenses
Depreciation
Amortisation
Segment other expenses
Segment result
Other expenses – Amounts
written off investments
Other expenses – Group
refinancing
Group operating loss
Finance gain on restructure
of loan notes
Finance costs – net
Loss before taxation
Taxation
Loss for the period
Assets and liabilities
Segment assets
Unallocated assets
Total assets
Segment liabilities
Unallocated liabilities
Total liabilities

United
Kingdom
£000

United
States
£000

Operations
Total
£000

Corporate
costs – UK
£000

Group
Total
£000

337,820

173,379

511,199

–

511,199

(92)
(1,169)
(575)
––––––––
(1,836)
(1,193)
––––––––
(3,029)

(577)
(444)
(778)
––––––––
(1,799)
(416)
––––––––
(2,215)

(669)
(1,613)
(1,353)
––––––––
(3,635)
(1,609)
––––––––
(5,244)

–––––––– –––––––– –––––––– –––––––– ––––––––
(2,547)
–
–
––––––––
(2,547)
(257)
––––––––
(2,804)

–––––––– –––––––– –––––––– ––––––––

(3,216)
(1,613)
(1,353)
––––––––
(6,182)
(1,866)
––––––––
(8,048)

(3,000)
––––––––

––––––––

––––––––

––––––––

––––––––

––––––––

––––––––

––––––––

––––––––

––––––––

––––––––

––––––––

(1,765)
––––––––
(12,813)
3,655
(4,996)
––––––––
(14,154)
1,349
––––––––
(12,805)

–––––––– –––––––– –––––––– –––––––– ––––––––
–––––––– –––––––– –––––––– –––––––– ––––––––
53,756

78,694

132,450

2,910

––––––––

––––––––

––––––––

––––––––

––––––––
(38,336)

––––––––
(26,011)

––––––––
(64,347)

––––––––
(1,673)

––––––––

––––––––

––––––––

––––––––

135,360

4,441
––––––––
139,801
––––––––
(66,020)

–––––––– –––––––– –––––––– –––––––– ––––––––

(44,877)
––––––––
(110,897)

–––––––– –––––––– –––––––– –––––––– ––––––––
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Year ending 31 December 2004

Capital expenditure
– Property, plant & equipment
– Intangible assets
Other non-cash expenses
– operations – other expenses
Cash flows
– operating activities
– investing activities
– financing activities

United
Kingdom
£000

United
States
£000

Operations
Total
£000

Corporate
costs – UK
£000

Group
Total
£000

1,413
950

211
83

1,624
1,033

–
–

1,624
1,033

547

416

963

35

998

(367)
(2,201)
(430)

(6,595)
(302)
29

(6,962)
(2,503)
(401)

(6,120)
304
3,752

(13,082)
(2,199)
3,351

Business segments
Continuing operations
Year ending 31 December 2005

Segment revenue
Result
Segment result before
depreciation, amortisation
and other expenses
Depreciation
Amortisation
Segment other expenses
Segment result
Other expenses
Group operating profit
Assets
Segment assets
Unallocated assets
Total assets
Other segment information
Capital expenditure
– Property, plant & equipment
– Intangible assets

Commercial
staffing
£000

Healthcare
staffing
£000

Operations
Total
£000

Corporate
costs – UK
£000

Group
Total
£000

422,803

101,214

524,017

–

524,017

1,186
(1,322)
(907)
––––––––
(1,043)
–
––––––––
(1,043)

4,796
(433)
(146)
––––––––
4,217
–
––––––––
4,217

5,982
(1,755)
(1,053)
––––––––
3,174
–
––––––––
3,174

(2,979)
–
–
––––––––
(2,979)
–
––––––––
(2,979)

3,003
(1,755)
(1,053)
––––––––
195
–
––––––––
195

––––––––

––––––––

––––––––

––––––––

–
––––––––
195

–––––––– –––––––– –––––––– –––––––– ––––––––

–––––––– –––––––– –––––––– ––––––––

–––––––– –––––––– –––––––– –––––––– ––––––––
––––––––
135,629

––––––––
12,027

––––––––
147,656

––––––––
1,439

––––––––
149,095

––––––––

––––––––

––––––––

––––––––

4,274
––––––––
153,369

–––––––– –––––––– –––––––– ––––––––

–––––––– –––––––– –––––––– –––––––– ––––––––
1,098
397

64
68
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1,162
465

–
–

1,162
465
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Segment information (continued)

Year ending 31 December 2004

Revenue
Result
Segment result before
depreciation, amortisation
and other expenses
Depreciation
Amortisation
Segment other expenses
Segment result
Other expenses – Amounts
written off investments
Other expenses – Group
refinancing
Group operating loss
Assets
Segment assets
Unallocated assets
Total assets
Other segment information
Capital expenditure
– Property, plant & equipment
– Intangible assets
5.

Commercial
staffing
£000

Healthcare
staffing
£000

Operations
Total
£000

Corporate
costs – UK
£000

Group
Total
£000

410,220

100,979

511,199

–

511,199

(3,812)
(1,339)
(1,304)
––––––––
(6,455)
(1,367)
––––––––
(7,822)

3,143
(274)
(49)
––––––––
2,820
(242)
––––––––
2,578

(669)
(1,613)
(1,353)
––––––––
(3,635)
(1,609)
––––––––
(5,244)

–––––––– –––––––– –––––––– –––––––– ––––––––
(2,547)
–
–
––––––––
(2,547)
(257)
––––––––
(2,804)

–––––––– –––––––– –––––––– ––––––––

(3,216)
(1,613)
(1,353)
––––––––
(6,182)
(1,866)
––––––––
(8,048)

(3,000)
––––––––

––––––––

––––––––

––––––––

(1,765)
––––––––
(12,813)

–––––––– –––––––– –––––––– –––––––– ––––––––
–––––––– –––––––– –––––––– ––––––––
124,129

8,321

132,450

2,910

135,360

––––––––

––––––––

––––––––

––––––––

4,441
––––––––
139,801

–––––––– –––––––– –––––––– –––––––– ––––––––
1,461
658

163
375

1,624
1,033

–
–

1,624
1,033

Other expenses

Other expenses are those expense items that because of their nature and infrequency merit separate
presentation. In 2004 these costs include the costs arising from the Group refinancing that took place in April
2004 together with UK restructuring and reorganisation costs, and an accrual for US employment taxes as
fully explained below.
Years ending 31 December
2005
2004
£000
£000
Group refinancing
UK restructuring and reorganisation
US employment tax accrual
Amount written-off investments

–
–
–
–
––––––––
–

––––––––
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1,765
1,450
416
3,000
––––––––
6,631

––––––––

5.

Other expenses (continued)

Group refinancing and Notes restructure
On 31 March 2004, the Group announced a fundamental refinancing of the Group’s balance sheet with the
restructuring of the Group’s £60 million 7.5 per cent. convertible notes, and a Placing and Open Offer of
159,687,635 new ordinary shares of 1 penny each at 11.6 pence per share. In addition the Group entered into
new and revised banking facilities. The proceeds of the transaction were approximately £14.0 million, net of
all expenses.
Disclosed under other expenses before calculating operating loss in 2004, and described as “Group
refinancing”, are costs amounting to £1,508,000 associated with negotiating the new and revised invoice
discounting facilities and the costs incurred to negotiate the change to our clearing bank. Also included under
this caption are the costs associated with the early settlement of the £60 million convertible notes amounting
to £257,000.
UK restructuring and reorganisation
Included in the UK restructuring and reorganisation costs in 2004 is the continuing cost of implementing the
findings of the UK strategic review undertaken in 2003, plus the costs relating to the resignation of the
former Chief Executive Officer and consequent head office restructuring following the change in executive
leadership.
US employment tax accrual
Corestaff, our US operation, has received an assessment for prior period state unemployment taxes, which
has arisen due to the retroactive application of new legislation. The Group and its advisors consider that the
assessment has been incorrectly calculated and intend to vigorously pursue all options to have the assessment
corrected. At 31 December 2004, an accrual was made in the accounts to cover the potential costs of
settlement and the related legal costs and this remains at 31 December 2005.
Amount written off investment
As explained in note 15 the carrying value of the Group’s investment in Clear Technology Inc. was
considered to be impaired during 2004. The resulting charge to the Income statement has been dealt with
under this caption.
6.

Operating profit/(loss) from continuing operations

Operating profit/(loss) from continuing operations has been arrived at after charging/(crediting):
Years ending 31 December
2005
2004
£000
£000
Net foreign exchange (gains)/losses
Depreciation of property, plant and equipment
Amortisation of intangible assets
Amortisation of prepaid leasehold costs
Lease payments recognised as an operating lease expense
Cost of defined contribution pension plans
(Profit)/loss on disposal of property, plant and equipment
(Profit)/loss on disposal of non-current assets held for sale *

64
1,755
990
63
9,238
720
(14)
(46)

(40)
1,613
1,307
46
10,176
656
11
20

Amounts payable to the Auditors in respect of audit services were £407,500 (2004: £316,000) all of which
are payable to Ernst and Young LLP.
Amounts payable to Ernst & Young LLP in respect of non-audit services were £79,800 (2004: £378,500).
*

The (profit)/loss on disposal of non-current assets held for sale is included in administrative expenses on the income statement.
They relate to the UK Healthcare segment in 2005 and the UK Commercial staffing segment in 2004.
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7.

Employees
Years ending 31 December
2005
2004
£000
£000

Wages and salaries
Social security costs
Pension costs
Expense of share-based payments

56,489
4,914
720
1,103
––––––––
63,226

Costs of employment

––––––––

54,658
4,746
656
35
––––––––
60,095

––––––––

Details for each Director of remuneration, pension entitlement and interests in share capital are set out on
page 204 and pages 210 to 214.
Years ending 31 December
2005
2004
Number
Number
Commercial staffing services – UK
Commercial staffing services – US
Healthcare staffing services – UK
Corporate staff – UK

1,023
585
239
15
––––––––
1,862

Average number of employees
8.

––––––––

1,075
623
254
18
––––––––
1,970

––––––––

Finance gain on restructure of loan notes
Years ending 31 December
2005
2004
£000
£000
––––––––
––––––––
–
3,655

––––––––

––––––––

The gain arises from the balance sheet refinancing as explained under note 5. The replacement of the
convertible loan note by a combination of share capital and guaranteed loan notes resulted in a gain. This
gain shown here represents the proportion of the overall gain that is attributable to the replacement of the
convertible notes by the guaranteed notes; the balance has been taken to shareholders equity.
9.

Finance income and expense
Years ending 31 December
2005
2004
£000
£000

Bank interest receivable
Other interest receivable
Net foreign exchange gains on monetary assets and liabilities
Unrealised gain on investments held at fair value through
income statement
Finance income

(292)
–
––––––––
(292)
(56)

(512)
(285)
––––––––
(797)
–

(11)
––––––––
(359)

–
––––––––
(797)

––––––––
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9.

Finance income and expense (continued)
Years ending 31 December
2005
2004
£000
£000

Loan notes
Revolving credit facilities
Finance charges payable under finance lease contracts
Bank loans and overdrafts
Other interest payable
Total interest payable
Unwinding of discount on Workers’ compensation provision (note 22)
Net foreign exchange losses on monetary assets and liabilities
Finance expense
10.

Taxation

a)

Tax charged in the income statement

4,500
442
33
8
143
––––––––
5,126
122
–
––––––––
5,248

4,500
673
–
17
226
––––––––
5,416
145
232
––––––––
5,793

2005
£000

2004
£000

––––––––

Current income tax
UK Corporation tax on profits of the period
Adjustments in respect of previous periods
Foreign tax in the period
Adjustment to Foreign tax in respect of previous periods
Total current income tax
Deferred tax expense/(credit)
Total tax charge/(credit) in the income statement

–
–
––––––––
–
20
–
––––––––
20
–
––––––––
20

––––––––

––––––––

–
(1,000)
––––––––
(1,000)
46
(395)
––––––––
(1,349)
–
––––––––
(1,349)

––––––––

No current or deferred tax has been charged or credited in the consolidated statement of changes in
equity in either year.
b)

Reconciliation of the total tax charge
The average effective tax rate of (0.4) per cent. (2004: 9.5 per cent.) can be reconciled to the standard
UK corporation tax rate of 30.0 per cent. as follows:
2005
%
Tax credit at UK standard rate
Differences in tax rates in other countries
Foreign taxes in the period
Expenses not deductible for tax purposes
Movement in deferred tax asset not recognised
Adjustments to tax charge in respect of previous periods
Effective total tax rate

30.0
5.6
(0.4)
(7.4)
(28.2)
–
––––––––
(0.4)

––––––––
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2004
%
30.0
2.9
(0.3)
6.6
(39.6)
9.9
––––––––
9.5

––––––––

10.

Taxation (continued)

c)

Deductible temporary differences
The Group has deductible temporary differences relating to provisions and deferred capital
allowances of £51,190,000 (2004: £50,932,000). Deferred tax assets have not been recognised in
respect of these temporary differences as they have arisen in subsidiaries that have been loss-making
for tax purposes for some time. They have no expiry date.

d)

Unrecognised tax losses
The Group has tax losses that arose in the UK of £49,920,000 (2004: £48,360,000) and tax losses that
arose in the USA of £99,068,000 (2004: £81,055,000) that are available for offset against future
taxable profits of the companies in which the losses arose. There is no expiry date on the UK losses
but the US losses expire between 2018 and 2025. Deferred tax assets have not been recognised in
respect of these losses as they may not be used to offset taxable profits elsewhere in the Group and
they have arisen in subsidiaries that have been loss-making for tax purposes for some time. There are
no significant temporary differences associated with the Group’s investment in subsidiaries.

11.

Loss per share

Basic loss per share amounts are calculated by dividing the loss for the year attributable to the equity holders
of the Company by the weighted average number of ordinary shares outstanding during the year.
Diluted loss per share amounts are calculated on the same basis but after adjusting the denominator for the
effects of dilutive options. The only potentially dilutive shares arise from the share options issued by the
Group under its share-based compensation plans (described in note 2(p)). Details of the options outstanding
at the balance sheet date are given in note 24. Due to the loss for the year none of these options are dilutive,
therefore, the diluted loss per share figure is the same as the basic loss per share.
The weighted average number of shares in 2005 is 1,072,805,813 (2004: 991,631,771, calculated after
adjusting for the effects of the Placing and Open Offer of 31 March 2004) and excluding the shares owned
by the Corporate Services Group Employee Share Trust.
The calculations of loss per share are based upon the following consolidated income statement data:
Profit/(loss) for the year
Years ending 31 December
2005
2004
£000
£000
Basic and diluted
Loss for the year
Gain on restructure of loan notes
Other expenses
Adjusted loss

(4,714)
–
–
––––––––
(4,714)

––––––––

(12,805)
(3,655)
6,631
––––––––
(9,829)

––––––––

Earnings/(loss) per share
Years ending 31 December
2005
2004
Pence
Pence
(0.4)
–
–
––––––––
(0.4)

––––––––

(1.3)
(0.4)
0.7
––––––––
(1.0)

––––––––

Additional earnings per share calculations have been presented in order to provide information on the
underlying performance of the Group before non-recurring gains and losses.
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12.

Property, plant and equipment
Freehold
property
£000

Net carrying value – 1 January 2004
Cost – 1 January 2004
Foreign exchange
Additions
Disposals
Cost – 31 December 2004
Depreciation – 1 January 2004
Foreign exchange
Charge for the year
Disposals
Depreciation – 31 December 2004
Net carrying value – 31 December 2004
Cost – 1 January 2005
Foreign exchange
Additions
Disposals
Cost – 31 December 2005
Depreciation – 1 January 2005
Foreign exchange
Charge for the year
Disposals
Depreciation – 31 December 2005
Net carrying value – 31 December 2005

Furniture,
fixtures
and fittings
£000

Computer
equipment
£000

Total
£000

168
––––––––
223
(5)
–
–
––––––––
218
––––––––
55
(4)
3
–
––––––––
54
––––––––
164

4,621
––––––––
8,856
(190)
605
(114)
––––––––
9,157
––––––––
4,235
(134)
852
(89)
––––––––
4,864
––––––––
4,293

1,279
––––––––
12,546
(42)
1,019
(362)
––––––––
13,161
––––––––
11,267
(28)
758
(351)
––––––––
11,646
––––––––
1,515

6,068
––––––––
21,625
(237)
1,624
(476)
––––––––
22,536
––––––––
15,557
(166)
1,613
(440)
––––––––
16,564
––––––––
5,972

218
8
–
–
––––––––
226

9,157
312
876
(762)
––––––––
9,583

13,161
71
286
(48)
––––––––
13,470

22,536
391
1,162
(810)
––––––––
23,279

54
7
3
–
––––––––
64

4,864
241
937
(757)
––––––––
5,285

11,646
45
815
(28)
––––––––
12,478

16,564
293
1,755
(785)
––––––––
17,827

––––––––
––––––––
––––––––
––––––––
162

––––––––
––––––––
––––––––
––––––––
4,298

––––––––
––––––––
––––––––
––––––––
992

––––––––
––––––––
––––––––
––––––––
5,452

Included in furniture, fixtures and fittings above are assets held under finance lease with a net book value of
£230,548 (2004: £ nil).
13.

Goodwill
As at 31 December
2005
2004
£000
£000

Carrying value – 1 January
Foreign exchange

45,152
5,094
––––––––
50,246

Carrying value – 31 December

––––––––

48,274
(3,122)
––––––––
45,152

––––––––

Goodwill acquired through business combinations is allocated for impairment testing purposes to a single
cash-generating business, which is also a reporting segment; the US Commercial staffing business. This
represents the lowest level within the Group at which goodwill is monitored for internal management
purposes.
The recoverable amount for the US Commercial staffing business has been determined based upon a valuein-use calculation using cash flow projections based on financial budgets approved by the Board covering
the next two years. The discount rate applied to the cash flow projections is 10 per cent. (2004: 10 per cent.)
and cash flows beyond the two-year period have been extrapolated using a 3.5 per cent. growth rate (2004:
3.5 per cent.) that is the same as the long-term growth rate of the general US economy.
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13.

Goodwill (continued)

Key assumptions
The calculation of value in use is most sensitive to the following assumptions:
•

Gross margin

•

Discount rate

•

Growth rate used to extrapolate beyond the budget period

Gross margin is based on the average margin achieved in the two years preceding the start of the budget
period. These have been increased modestly over the budget period for anticipated changes to business mix.
Discount rate reflects the incremental borrowing cost paid by the Group for external funding.
Growth rate assumptions are based upon the long-term average growth rate of the US economy. Management
recognises that the Commercial staffing market growth rates fluctuate both above and below this rate,
however, they believe that in the long-term these rates will trend towards the average for the economy as a
whole.
Sensitivity to changes in assumptions
Management believes that no reasonably possible change in any of the above key assumptions would cause
the carrying value of the business to exceed its recoverable amount.
14.

Other intangible assets
£000

Net carrying value – 1 January 2004

2,916
––––––––
7,836
(331)
1,033
–
––––––––
8,538

Cost – 1 January 2004
Foreign exchange
Additions
Disposals
Cost – 31 December 2004

––––––––

Amortisation – 1 January 2004
Foreign exchange
Charge for the year
Disposals

4,920
(229)
1,307
–
––––––––
5,998

Amortisation – 31 December 2004

––––––––
––––––––

Net carrying value – 31 December 2004

2,540

Cost – 1 January 2005
Foreign exchange
Additions
Disposals

8,538
549
465
(16)
––––––––
9,536

Cost – 31 December 2005

––––––––

Amortisation – 1 January 2005
Foreign exchange
Charge for the year
Disposals

5,998
420
990
(16)
––––––––
7,392

Amortisation – 31 December 2005

––––––––
––––––––

Net carrying value – 31 December 2005

2,144
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14.

Other intangible assets (continued)

Included in additions for the year ended 31 December 2005, is software development costs of £350,000
(2004: £728,000) which have been capitalised at cost. These costs have been assessed as having a finite life
of 3 years (2004: 3 years) and are amortised, from the date the software is available for use, on a straightline basis over this period.
15.

Financial assets
As at 31 December
2005
2004
£000
£000

Investments – non-current
Available for sale investments
Marketable investments at fair value through the income statement

83
1,535
––––––––
1,618

83
1,475
––––––––
1,558

3,878
379
1,239
––––––––
5,496
––––––––
7,114

4,831
380
1,043
––––––––
6,254
––––––––
7,812

––––––––

Other financial assets – non-current
Restricted access bank accounts
Prepaid leasehold costs
Deposits with non-financial institutions

––––––––

––––––––

––––––––

Financial assets include:
•

The available for sale investments represent 6.42 per cent. (2004: 6.42 per cent.) of the share capital
of Clear Technology Inc., an unlisted company incorporated in the United States. A review of the
carrying value of this investment in December 2004 indicated the need for impairment to the carrying
value. Previous positive trading projections had not materialised and it was therefore decided to write
down the value to the Group’s share in the net assets of the company. In the absence of a readily
available market price, this was considered to be the best estimate of the fair value of the investment.
This impairment charge is included in the income statement on the line described as “other expenses”
and in the segmental disclosure in note 4 as an unallocated other expense.

•

The marketable investments at fair value through the income statement represent investments held in
Trust on behalf of certain US employees (see note 2(p)). The plan allows certain key employees to
defer receipt of a portion of their compensation. These deferred compensation liabilities are funded
by making contributions into a Trust. Employees entitlement is limited to the market value of the fund.
Investments in the Trust comprise shares in US mutual funds. At 31 December 2005 these investments
have been adjusted to the market value of £1,535,000 (2004: £1,475,000). This movement is matched
by an equivalent movement in other payables as disclosed in note 19.

•

The restricted access bank account represents funds deposited into an escrow account under the selfinsurance arrangements for US workers compensation.

•

Prepaid leasehold costs represent various costs associated with the acquisition of short leasehold
properties that are amortised over the length of the lease.

•

Deposits with non-financial institutions represent amounts held by suppliers, customers and landlords
as security for provision of facilities and services.
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16.

Trade and other receivables
As at 31 December
2005
2004
£000
£000

Trade receivables – current (note 2 (j))
Other receivables – current
Prepayments and accrued income – current

74,371
2,176
7,592
––––––––
84,139

––––––––

67,514
1,648
4,618
––––––––
73,780

––––––––

•

Certain trade receivables are subject to revolving credit arrangements under which the Group is
entitled to receive a substantial proportion of the receivable balance shortly after they have been
invoiced.

•

Trade receivables also include the gross receivable under master-vendor agency arrangements where
the Group only recognises the management fee element of the receivable as revenue – Note 2(r).

17.

Cash and short-term deposits
As at 31 December
2005
2004
£000
£000

Cash at hand and in bank
Short-term deposits

4,077
197
––––––––
4,274

Cash and cash equivalents
18.

––––––––

4,441
–
––––––––
4,441

––––––––

Non-current assets held for sale
As at 31 December
2005
2004
£000
£000
––––––––
––––––––
–
104

––––––––

––––––––

Two UK freehold properties were identified at 31 December 2003 as being held for sale. The decision had
been taken to market these properties and to move all operations out of the premises at the earliest
opportunity. At the date of classification these properties were fully expected to have been sold within a
twelve-month period. In the event completion of one property did not take place until February 2005. The
disposal resulted in a profit included in the income statement for the year of £46,000 (2004: loss £20,000).
19.

Trade and other payables
As at 31 December
2005
2004
£000
£000

Trade creditors – current
Other tax and social security costs – current
Other creditors and accruals – current

26,841
16,488
20,789
––––––––
64,118

––––––––

21,774
14,752
22,420
––––––––
58,946

––––––––

Trade creditors include amounts payable under master-vendor arrangements and are related to certain of the
trade receivables – Note 16. Arrangements are such that the payable amount is not due by the Group until a
few days after receipt of the receivable.
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19.

Trade and other payables (continued)

Included in other creditors and accruals are:
•

£1,535,000 (2004: £1,475,000) in respect of liabilities accruing to certain US employees in respect of
a deferred compensation plan. These amounts are payable to members of the plan on retirement.

•

£224,500 (2004: £125,522) for contributions due to be made to defined contribution pension schemes
on behalf of certain employees of the Group.

20.

Bank overdrafts and other short term borrowings
As at 31 December
2005
2004
£000
£000

Bank overdrafts – secured
Revolving credit borrowings – secured
Finance lease obligations < 1year – note 26

1,003
4,406
51
––––––––
5,460

––––––––

21.

445
–
–
––––––––
445

––––––––

Long-term Borrowings
As at 31 December
Effective
interest rate

Maturity

2005
£000

2004
£000

10 %

29 April 2011

44,254
169
––––––––
44,423

44,115
–
––––––––
44,115

Guaranteed secured loan note
Finance lease obligations > 1year – note 26

––––––––

––––––––

•

The 10 per cent. guaranteed secured notes are repayable in 2011. The notes may be redeemed at the
option of the Company on or after 29 April 2006 at 105 per cent. of their principal amount. The notes
are secured by subordinated guarantees from the Company’s principal operating subsidiaries, and also
subordinated security interest over the present and future assets of the Company and its principal
operating subsidiaries.

22.

Provisions for liabilities and charges

Current – 31 December 2004
Non-current – 31 December 2004

At 1 January 2005
Foreign exchange
Charged to income in the year
Utilised during the year
Released during the year
Unwinding of discount (note 9)

Vacant
properties
£000

Workers
compensation
£000

Total
£000

1,225
816
––––––––
2,041

2,450
2,583
––––––––
5,033

3,675
3,399
––––––––
7,074

––––––––

––––––––

––––––––

2,041
3
1,173
(887)
(668)
–
––––––––
1,662

5,033
571
3,251
(3,614)
–
122
––––––––
5,363

7,074
574
4,424
(4,501)
(668)
122
––––––––
7,025

At 31 December 2005

––––––––

––––––––

––––––––

Current – 31 December 2005
Non-current – 31 December 2005

1,011
651
––––––––
1,662

2,789
2,574
––––––––
5,363

3,800
3,225
––––––––
7,025

––––––––
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22.

Provisions for liabilities and charges (continued)

Vacant properties
When a property ceases to be used for the purposes of the business, provision is made to the extent that the
recoverable amount of the interest in the property is expected to be insufficient to cover the future obligations
relating to the lease. A provision is made in respect of the expected holding costs to the estimated disposal
dates on vacant properties under leases with a weighted average period until settlement of three years.
Workers compensation
The US operations maintain insurance policies with significant excesses, below which claims are borne by
the operations. Provision is made for estimated costs of claims or losses arising from past events.
The level of provision made is based upon independent actuarial estimates, obtained at least twice yearly.
These estimates take into account the ultimate cost, less amounts paid to date, in respect of accidents
occurring between March 1993 and December 2005, the period covered by these self-insurance
arrangements. An allowance is made for claims incurred but not reported in line with standard actuarial
practice.
The provision is for claims as at the year-end date; these are expected to be settled between one and five
years.
23.

Issued share capital

1 January 2004
Exercise of options
New shares issued as part
of refinancing
Share issue costs
New shares issued as part of
convertible loan note restructure
Gain on restructure of
convertible notes
31 December 2004
Exercise of options
31 December 2005

Number of
issued
shares
Thousands

Issued
share
capital
£000

Share
premium
account
£000

822,391
4,605

8,224
46

255,336
184

159,688
–

1,597
–

84,960

850

Own
shares
£000
(746)
–

Total
share
capital
£000
262,814
230

16,927
(1,914)

–
–

18,524
(1,914)

9,240

–

10,090

–
–
820
–
820
––––––––– ––––––––– ––––––––– ––––––––– –––––––––
1,071,644
10,717
280,593
(746)
290,564
3,564
35
142
–
177
––––––––– ––––––––– ––––––––– ––––––––– –––––––––
1,075,208
10,752
280,735
(746)
290,741

––––––––– ––––––––– ––––––––– ––––––––– –––––––––

The total authorised number of shares is 1,132,826,031 ordinary shares of 1 penny each and 274,130,441
deferred shares of 9 pence each. All issued shares are fully paid.
Own shares
At 31 December 2005 and 31 December 2004 1,000,000 ordinary shares of 1 p each in the capital of the
Company were held by Spread Trustee Company Limited in its capacity as trustee to The Corporate Services
Group Employee Share Trust (“The Trust”). The acquisition of the shares was funded by a loan from the
Company to the Trust. At 31 December 2005 the shares had a market value of £67,500 (2004: £102,500).
The Trust is a discretionary trust for the benefit of employees of the Group. Under the terms of the Trust, the
trustee is empowered to purchase shares in the Company with funds either contributed or loaned by
companies within the Group or borrowed externally and guaranteed by companies in the Group. The trustee
will use any shares acquired for the benefit of employees and former employees and their dependants
specifically in conjunction with employee share schemes operated by the Company.
All costs and income of the Trust are charged or credited to the Group profit and loss account as they accrue.
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24.

Share based compensation – employee share incentive plans

The Group has operated share option schemes for a number of years. Options have been granted under:
The Corporate Services Group PLC – 1995 scheme
The Corporate Services Group PLC – No.1 Executive share option scheme 2000
The Corporate Services Group PLC – No.2 Executive share option scheme 2000
The Corporate Services Group PLC – Long term incentive plan 2005 (LTIP)
Options granted under these schemes prior to May 2002 vested three years from the date of grant and had a
subsequent life of seven years. These grants of options required continuation of employment but had no
performance criteria attached and would be settled in equity when exercised.
Options granted under the 2000 schemes on and after 4 April 2003 were granted such that a proportion of
the award vested in each of four years beginning with the period starting one year after date of grant, but
dependent on the Company achieving certain share price targets each year. The options are settled in equity
once exercised.
On 23 September 2005 the targets were amended in respect of the majority of the members of the scheme
from a share price base to an earnings per share (“eps”) base and an additional 1,390,000 options were also
granted on that date with eps targets. This change was effected in order that the senior management within
the businesses could be rewarded by the improved performance of their individual business, it also more
closely aligns their targets with the eps targets required to be achieved by the Board in order to achieve their
target requirements under the LTIP scheme. The weighted average fair value of the options granted at the
date of grant was 9.3p. The fair value of the revised options has been calculated based upon the difference
between the share price on the date of change and the exercise price, an estimate of the likelihood of
achieving the performance targets over the remaining vesting period and an estimate of the number of
executives who would leave the scheme during the period. The incremental fair values granted as a result of
the modification is 1.87p.
During the year options were granted under the LTIP scheme 2005 over 38,000,000 ordinary shares at an
exercise price of 1 penny. The exercise of these options are subject to eps performance conditions, measured
by comparison to the Group eps figure disclosed in the Group’s preliminary announcement. These are
exercisable from the date on which the Group makes its preliminary announcement for each of the three
target periods up until twelve months from the end of the last target period. The weighted average fair value
of these options at the date of grant was 11.86p. The fair value of these options granted has been calculated
based upon the difference between the share price on the date of grant and the exercise price of 1 penny, an
estimate of the likelihood of achieving the performance targets over the three year vesting period and an
estimate of the number of executives who would leave the scheme during the three year period. In total
10,500,000 of these LTIP options were granted subject to the surrender of existing options. This set of
options are, therefore, treated as a modification to the original grants. The incremental fair values granted as
a result of the modification is 7.38p.
Also, 3,564,000 options were exercised during the year and ordinary shares of 1 penny were issued, with a
total cash consideration of £177,000 received by the Group.
The proportionate fair value of options from date of grant to vesting date that have been expensed to the
consolidated income statement during the year is £1,103,000 (2004: £35,000).
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24

Share based compensation – employee share incentive plans (continued)

At the end of the year options under the schemes were outstanding as follows:
Share price
Pence

2005
Number
of shares

2004
Number
of shares

104.76p

856,304

1,054,990

The Corporate Services Group PLC – No. 1 Executive
Share Option Scheme 2000
22.03.02
22 March 2005 to 21 March 2012
21.05.02
21 May 2005 to 20 May 2012

30.00p
38.75p

–
1,968,000

100,000
1,968,000

The Corporate Services Group PLC – No. 2 Executive
Share Option Scheme 2000
27.06.00
27 June 2003 to 26 June 2010
18.07.00
18 July 2003 to 17 July 2010
26.09.00
26 September 2003 to 25 September 2010
20.11.01
20 November 2004 to 19 November 2011
22.03.02
22 March 2005 to 21 March 2012
30.05.02
30 May 2005 to 29 May 2012

100.66p
102.00p
84.00p
35.50p
30.00p
38.50p

70,781
346,798
98,339
–
–
96,000
–––––––––
3,436,222

177,574
400,880
98,339
336,000
140,000
96,000
–––––––––
4,371,783

Date of grant

Exercise period

Not subject to IFRS 2
The Corporate Services Group PLC – 1995 Scheme
16.07.99
16 July 2002 to 15 July 2009

––––––––– –––––––––

Subject to IFRS 2
The Corporate Services Group PLC – No. 1 Executive
Share Option Scheme 2000
04.04.03
04 April 2004 to 03 April 2013
17.05.04
17 May 2005 to 16 May 2014

5.00p
11.60p

4,182,000
1,034,480

9,432,000
1,551,720

The Corporate Services Group PLC – No. 2 Executive
Share Option Scheme 2000
04.04.03
04 April 2004 to 03 April 2013
17.05.04
17 May 2005 to 16 May 2014
23.09.05
23 September 2006 to 22 September 2015
21.04.05
See below
23.09.05
See below

5.00p
11.60p
9.30p
1.00p
1.00p

34,053,400
1,715,520
1,390,000
33,000,000
5,000,000
–––––––––
80,375,400
–––––––––
83,811,622

47,708,000
2,948,280
–
–
–
–––––––––
61,640,000
–––––––––
66,011,783

––––––––– –––––––––

Grants under the LTIP scheme vest over three annual periods beginning with the year ended 31 December
2005 and ending with the year ended 31 December 2007. The exercise period commences with the
achievement of the annual (or rolled-up) targets measured on publication of the Group’s preliminary
statements and expires 12 months from the end of the final annual period concerned.
Options granted during 2003 and 2004 (those subject to the requirements of IFRS 2) are subject to market
based performance targets. The fair values of these grants have been estimated using a binomial model. The
significant inputs into the model were:
Dividend yield
Expected volatility *
Historical volatility
Risk-free interest rate
Expected life of options (years) *
Weighted average share price (pence)
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2005

2004

0%
40%
40%
3.75%
2.8
5.42

0%
40%
40%
3.75%
2.8
5.42

24.
*

Share based compensation – employee share incentive plans (continued)
The expected life of the options is based upon historical data and is not necessarily indicative of exercise patterns that may occur.
The expected volatility reflects the assumption that the historical volatility is indicative of future trends, which may not
necessarily be the actual outcome.

The following table illustrates the number and weighted average exercise prices of share options outstanding
at the end of the year.
2005
Average
exercise price
Options
Pence
Thousands
Outstanding at 1 January
Granted
Surrendered or lapsed
Exercised
Outstanding at 31 December
Exercisable at 31 December

9.31
1.29
8.50
5.00
––––––––
5.90

––––––––
––––––––
18.13

66,012
39,390
(18,026)
(3,564)
––––––––
83,812

––––––––
––––––––
15,476

2004
Average
exercise price
Options
Pence
Thousands
8.79
11.60
8.61
5.00
––––––––
9.31

––––––––
––––––––
17.50

79,546
5,000
(13,929)
(4,605)
––––––––
66,012

––––––––
––––––––
20,389

Included in the opening and closing balances are options over, 4,371,783 and 3,436,222 shares respectively,
that have not been recognised in accordance with IFRS 2 as the options were granted before 7 November
2002. These options have not been subsequently modified and are therefore not required to be accounted for
in accordance with IFRS 2.
The weighted average share price on the date of exercise for the options exercised was 10.7p (2004: 9.6p)
For the share options outstanding as at 31 December 2005, the weighted average remaining contractual life
is 5.3 years (2004: 8.2 years).
25.

Other reserves

Other
reserve
£000
1 January 2004
Currency translation differences

24,672
–
––––––––
24,672
–
––––––––
24,672

31 December 2004
Currency translation differences
31 December 2005

––––––––

Foreign
currency
translation
reserve
£000
–
(4,064)
––––––––
(4,064)
6,495
––––––––
2,431

––––––––

Total other
reserves
£000
24,672
(4,064)
––––––––
20,608
6,495
––––––––
27,103

––––––––

Other reserve
The Other reserve represents a non-distributable profit arising upon the purchase for nil consideration, and
cancellation, of Deferred Shares created as part of the Placing and Open Offer in January 2003.
Foreign currency translation reserve
The foreign currency translation reserve is used to record exchange differences arising from the translation
of the financial statements of foreign subsidiaries.
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26.

Commitments and contingencies

Operating lease commitments – Group as lessee
The Group has entered into commercial leases for short leasehold premises, office machinery, computer
equipment and motor vehicles. Due to the nature of the business, where the location of office premises needs
to change on a frequent basis, and the short lived nature of office equipment, computers and motor vehicles,
the Group has decided that it is not in its best interest to purchase these assets.
Office premises are held under non-cancellable operating leases with lives ranging from one to eighteen
years. The leases have various terms, escalation clauses and renewal rights.
Non-cancellable operating leases for other assets have an average life of between one and five years with no
renewal terms included in the contracts.
The future aggregate minimum lease payments under non-cancellable operating leases are as follows:

Within one year
After one year but not more than five years
More than five years

2005
£000

2004
£000

7,593
19,167
19,163
––––––––
45,923

9,295
21,029
21,075
––––––––
51,399

––––––––

––––––––

Operating lease commitments – Group as lessor
If a property becomes vacant and ceases to be used for the purposes of the business then the Group will seek
an exit route from the property or seek to sub-let the property to a new tenant.
The future aggregate minimum sub-lease receipts expected to be received under non-cancellable sub-leases
as at 31 December 2005 is £1,301,000 (2004: £1,587,000).
Finance lease commitments – Group as lessee
The Group has entered into commercial leases for certain office machinery when it is considered
advantageous.
Future minimum lease payments under finance leases and hire purchase contracts together with the present
value of the minimum lease payments are as follows:

Within one year
After one year but not more than five years
Total minimum lease payments
Less finance charges allocated to
future periods
Present value of minimum lease payments

Minimum
payments
£000

2005
Present value
of payments
£000

Minimum
payments
£000

2004
Present value
of payments
£000

65
178
––––––––
243

64
156
––––––––
220

–
–
––––––––
–

–
–
––––––––
–

23
––––––––
220

––––––––

–
––––––––
–

––––––––

––––––––
––––––––

––––––––
––––––––

––––––––
––––––––

––––––––
––––––––

Capital commitments
At 31 December 2005 the Group has commitments of £88,500 (2004: £59,000) for property, plant and
equipment, principally relating to the refurbishment of various offices; and £nil (2004: £nil) of intangible
assets.
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26.

Commitments and contingencies (continued)

Contingent liabilities
(a)

Property guarantees
The Group has provided guarantees to the landlords of one (2004: two) property transferred to
Training for Tomorrow (Holdings) Limited. The property guarantee has a lease expiring in three years
with a total annual lease expense of £98,000 (2004: £188,000).

(b)

American depository receipts (“ADRs”)
The Company is aware of the existence of approximately 600 holders of ADRs issued several years
ago in connection with an unsponsored ADR programme for the Group’s shares. While the Company
was not involved in the establishment of this programme, US federal securities laws require that, if
the number of US shareholders of a company that is a foreign private issuer exceeds 300, such
company must register with the US Securities and Exchange Commission (“SEC”) and become
subject to the periodic reporting requirements of the Exchange Act or obtain an exemption from
registration and periodic filing within 120 days of the end of the financial year in which the number
of US shareholders exceeded 300. The Company is endeavouring to rely on the exemption from
registration and filing although it is not clear when the Company acquired more than 300 US
shareholders because the ADR programme is unsponsored. The Company applied for the exemption
in August 2003. It is possible that the SEC may determine that the exemption is not available to the
Company and require it to become a US reporting company. It is also possible that the SEC might
impose a fine on the Company although the violation of the Exchange Act was inadvertent. Although
the Board do not believe that a fine would be material, a requirement to register under the Exchange
Act would involve cost and be time consuming. The Board intends to continue to comply with the
requirements of the exemption.

27. Related party disclosures
The consolidated financial statements include those of the holding Company, The Corporate Services Group
PLC, and all of its subsidiaries, each of which is wholly owned; the principal subsidiaries, each providing
staffing services, are listed below:
United Kingdom
Blue Arrow Care Limited(a) (formerly: Blue Arrow Nursing Care Limited)
Blue Arrow Limited
Medacs Healthcare Services PLC
Blue Arrow Services Limited
Comensura Limited(b) *
United States of America
Corestaff Services LP(c)
Corestaff Support Services Inc.(d)
New Zealand
Healthlink New Zealand Group Limited(e) *
*These companies are owned directly by the The Corporate Services Group PLC
The Group holds the voting rights of all shares. Share have a nominal value of £1 per share except as
disclosed below.
(a)

Deferred shares of £1 and ordinary shares of US$1

(b)

‘A’ ordinary shares of £1

(c)

Limited Partnership formed by Group Companies (address: Suite #300, 1775 St James Place,
Houston, Texas 77056-3416).

(d)

Common Stock with no par value

(e)

Ordinary shares of NZ$1
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27.

Related party disclosures (continued)

Other related party transactions
The Company has undertaken the following transactions with major shareholders and related parties as
identified in the Corporate governance statement:
All transactions with each related party were undertaken on commercial terms.
Lord Ashcroft
Andrew Wilson, a Non-executive Director of the Company, has certain links with Lord Ashcroft who,
through a company in which he has an interest, at 31 December 2005, exerted control over 13.1 per cent.
(31 December 2004: 13.1 per cent.) of the ordinary shares of the Company and a number of guaranteed
secured notes.
The only transactions, in either 2005 or 2004, directly with Mr. Wilson during the year has been the payment
of Directors fees as disclosed in the Report on Directors’ remuneration on page 213. No amounts were due
at 31 December 2005 or 31 December 2004.
In 2004 the following transactions took place directly between the related party and the Company:
Nature of transaction:
Repayment of 7.5 per cent. convertible notes due 2005 following restructuring
Issue of 10 per cent. guaranteed secured notes due 2011 following convertible note restructure
Active Value Advisors Limited
As at 31 December 2005, Active Value Advisors Limited through their connections with Active Value Fund
Managers and the Active Value Funds exerted control over 40.4 per cent. of the ordinary shares of the
Company and £2,940,160 in principal of guaranteed secured notes.
The following transactions have taken place in 2005 and 2004 between the related party and the Company:
Nature of transaction:

Payment for the provision of the services of Mr. Treger

2005
£000

2004
£000

7

130

and in 2004:
Issue of 56,808,461 ordinary shares to the Active Value Funds following Placing and Open Offer and the
restructure of the convertible notes.
Repayment of £6,989,000 7.5 per cent. convertible notes due 2005 to the Active Value Funds following
restructuring.
Issue of £2,940,160 10 per cent. guaranteed secured notes due 2011 to the Active Value Funds following
restructure of the convertible notes.
The amount due to the related party as at 31 December 2005 was £nil (31 December 2004: £32,500).
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27.

Related party disclosures (continued)

Compensation of key management personnel of the Group
The Directors have considered the levels of responsibility delegated to senior management of the Group and
have concluded that no disclosure is required other than that for the Directors themselves.

Salaries and other short-term employment benefits
Post employment benefits
Termination benefits
Share-based payments

2005
£000

2004
£000

756
20
–
819
––––––––
1,595

776
–
230
4
––––––––
1,010

––––––––

––––––––

The Directors and all other employees, are potential beneficiaries under the Company employee share trust
(note 23) and are therefore treated as interested in the 1,000,000 shares held by the trustees.
28.

Additional cash flow information
1 January
2005
As restated
£000

Cash at bank and
short-term deposits
Bank overdrafts

Guaranteed secured loan note
Finance leases
Revolving credit

4,441
(445)
––––––––
3,996

Cash flow
£000

Foreign
exchange
£000

Other
non-cash
changes
£000

(591)
(558)
––––––––
(1,149)

424
–
––––––––
424

–
–
––––––––
–

31 December
2005
£000
4,274
(1,003)
––––––––
3,271

––––––––

––––––––

––––––––

––––––––

––––––––

(44,115)
–
–
––––––––
(44,115)
––––––––
(40,119)

–
131
(4,404)
––––––––
(4,273)
––––––––
(5,422)

–
–
(2)
––––––––
(2)
––––––––
422

(139)
(351)
–
––––––––
(490)
––––––––
(490)

(44,254)
(220)
(4,406)
––––––––
(48,880)
––––––––
(45,609)

––––––––

––––––––

––––––––

––––––––

––––––––

Non-cash movements
Non-cash movements include £139,000 (2004: £216,000) relating to the amortisation of issue costs relating
to the loan notes and £351,000 (2004: £nil) relating to the inception of new finance leases on the acquisition
of fixtures and fittings during the year.
29.

Financial instruments

IFRS – 2005
An explanation of the Group’s objectives, policies and the role of derivatives and other financial instruments,
is given in note 3. The Group has taken advantage of the exemptions allowed under IFRS’s to exclude trade
receivables and payables from the table as the carrying value is considered a close approximation of fair
value.
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29.

Financial instruments (continued)

Set out below is a comparison by category of the carrying amounts and fair values of all the Group’s financial
instruments that are carried in the consolidated balance sheet at other than fair values.
Carrying amount
2005
£000

Fair value
2005
£000

4,274
1,618
5,496

4,274
1,618
5,496

Financial assets
Cash and short-term deposits
Investments
Other financial assets (non-current)
Financial liabilities
Bank overdraft
Short-term borrowings
Long-term borrowings
Finance leases

––––––––

––––––––

1,003
4,406
44,254
220

1,003
4,406
45,112
214

––––––––

––––––––

Market values have been used to determine the fair value of the 10 per cent. guaranteed secured note due
2011 that is included in the long-term borrowings.
Interest rate risk
The following table sets out the carrying amount, by maturity, of the Group’s financial instruments that are
exposed to interest rate risk.
Year ended 31 December 2005
Within 1 year 1-2 years 2-3 years 3-4 years 4-5 years
£000
£000
£000
£000
£000
Fixed rate
Guaranteed secured loan notes
Finance lease obligations
Floating rate
Cash and short-term deposits
Bank overdrafts
Short-term borrowings

–
(51)

–
(72)

–
(27)

–
(70)

–
–

–
–
–

–
–
–

–
–
–

–
–
–

More than
5 years
£000
(44,254)
–

Total
£000
(44,254)
(220)

––––––– ––––––– ––––––– ––––––– ––––––– ––––––– –––––––
4,274
(1,003)
(4,406)

–
–
–

4,274
(1,003)
(4,406)

––––––– ––––––– ––––––– ––––––– ––––––– ––––––– –––––––

•

The effective interest rate on bank balances and other short-term deposits was between 1.5 per cent.
and 0.95 per cent. below UK base rates. US deposit interest rates ranged between 3.5 per cent. and
4.0 per cent. below US prime rate.

•

Bank overdrafts are secured by cross guarantees across all major UK trading subsidiaries. Overdraft
interest is charged at 3 per cent. over base rate, charged monthly in arrears.

•

Revolving credit borrowings are secured by a fixed charge over certain assets of the Company and the
subsidiary undertakings concerned and a floating charge over all properties and assets of those
subsidiary undertakings, supported by a cross guarantee given by the Company and the various
subsidiary undertakings. Borrowings under these facilities incur interest between 1.95 per cent. and
2.5 per cent. over UK base rate or 0.75 per cent. over prime rate in the USA and is charged monthly
in arrears.

Credit risk
There is no significant concentration of credit risk within the Group.
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29.

Financial instruments (continued)

Hedging activities
There have been no hedging activities in 2005.
Collateral pledged
The self-insured workers compensation liability described in note 22 is covered by insurers on the basis that
collateral is provided sufficient to cover all potential claims. This collateral takes two forms;
•

£9.0 million – $15.4 million (2004: £7.1 million – $13.6 million) in the form of letters of credit drawn
upon the revolving credit facility in the USA, and

•

£3.9 million – $6.7 million (2004: £4.8 million – $9.3 million) in the form of cash deposits, shown on
the balance sheet as non-current other financial assets.

UK GAAP – 2004
The following information is provided in accordance with the requirements of FRS 13 – “Derivatives and
other financial instruments: disclosures”. The Group has taken advantage of the exemption available under
the FRS for short term debtors and creditors.
The Group’s principal financial instruments comprise overdrafts, revolving credit facilities, loan notes,
finance leases and hire purchase contracts, investments, cash and short term deposits. The main purpose of
these financial instruments is to raise finance for the Group’s operations.
It was the Group’s policy that no trading in financial instruments such as derivatives, or interest rate swaps
should be undertaken. The Group’s policy with regard to foreign exchange contracts is to only hedge specific
risks with a determinable date which arise from operations or financing.
The main risks arising from the Group’s financial instruments are interest rate risk, liquidity risk and foreign
currency risk. The Board reviews and agrees policies for managing each of these risks and these are
summarised below.
The Group earns interest on credit bank balances at a floating rate of interest.
The Group borrows in desired currencies at both fixed and floating rates of interest. The Group’s policy is
to minimise interest expense. In order to achieve this policy, the Group targets a ratio of fixed to variable rate
debt which is approved by the Board, based on an assessment of interest rate trends.
At 31 December 2004 94.7 per cent. of the Group’s financial liabilities were at fixed rates of interest.
Liquidity risk
The Group’s objective was to maintain a balance between continuity of funding and flexibility through the
use of cash, deposits, revolving credit facilities, loan notes and leasing contracts.
The Group aimed to ensure that it has committed borrowing facilities in place in excess of its peak forecast
borrowings for at least the next 12 months.
Short term flexibility was achieved via deposits and revolving credit facilities.
Under the Group’s revolving credit facilities (invoice discounting), £44,271,000 was available for drawdown
against trade debtor balances at 31 December 2004. Two of these facilities are available until March 2007,
however, one of these may be terminated on written notice of 60 days by either party and the other on written
notice of 3 months by either party. The third facility is available for a minimum of one year from March
2004, and otherwise continues, but may be terminated by either party on written notice of 6 months. The
providers may amend the commercial terms of the facilities at any time.
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29.

Financial instruments (continued)

Foreign currency risk
The Group has significant investment in operations in the United States.
The Board is aware of the foreign exchange exposures and constantly keeps them under review.
The Group does not hedge against the impact of exchange rate movements on the translation of foreign
currency profits.
With the exception of the restricted Euro denominated account connected to the sale of Euristt SA in 2001
which was closed and transferred to Sterling denominated accounts in February 2004, transactional currency
exposures across the Group are minimal.
Interest rate risk
Interest rate risk profile of financial liabilities
The interest rate risk profile of the financial liabilities of the Group as at 31 December 2004 was as follows:
Fixed rate
financial
liabilities
£000
Sterling
US Dollar

44,115
–
––––––––
44,115

Total

––––––––

Financial
Floating rate
liabilities
financial
on which no
liabilities interest is paid
£000
£000
445
–
––––––––
445

1,996
45
––––––––
2,041

––––––––

––––––––

Fixed rate financial liabilities
Weighted average
Weighted average
period for which
interest rate
rate is fixed
%
Years
2004
2004
Sterling
US Dollar
Total

10.0
–
––––––––
10.0

46,556
45
––––––––
46,601

––––––––

Financial liabilities on
which no interest
is paid
Weighted average
period until maturity
Years
2004

6.3
–
––––––––
6.3

––––––––

Total
2004
£000

1.8
1.0
––––––––
1.8

––––––––

––––––––

The floating rate financial liabilities comprise overdrafts and revolving credit facilities bearing interest at
commercial rates ranging between 1.95 per cent. and 2.5 per cent. over base rate in the UK and 0.75 per cent.
over prime rate in the US.
Interest rate risk profile of financial assets
The interest rate risk profile of the financial assets of the Group as at 31 December 2004 was as follows:

Floating rate
financial assets
£000

Financial assets
on which no
interest
is earned
£000

Total
2004
£000

1,461
–
–
––––––––
1,461

1,022
4,016
–
––––––––
5,038

2,483
4,016
–
––––––––
6,499

Sterling
US Dollar
Euro
Total

––––––––
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29.

Financial instruments (continued)

The floating rate financial assets comprise cash deposits earning interest at commercial rates ranging
between 1.5 per cent. and 0.75 per cent. below base rate. The weighted average period for financial assets
on which no interest is earned (excluding fixed asset investments which have an indefinite life) is 0.5 years.
Currency exposures
The Group had no currency exposure at 31 December 2004, those transactional (or non-structural) exposures
that give rise to the net currency gains and losses recognised in the profit and loss account. Such exposures
would comprise the monetary assets and monetary liabilities of the Group that are not denominated in the
operating (or ‘functional’) currency of the operating unit involved.
Maturity of financial liabilities
The maturity profile of the Group’s financial liabilities as at 31 December 2004 was as follows:
£000
In one year or less, or on demand
In more than one year but not more than two years
In more than two years but not more than five years
In more than five years

1,688
337
461
44,115
––––––––
46,601

––––––––
Borrowing facilities
The Group has various borrowing facilities available to it. The undrawn committed facilities available as at
31 December 2004 in respect of which all conditions precedent had been met at that date are as follows:
£000
Expiring in one year or less
Expiring in more than one year but not more than two years

6,696
23,462
––––––––
30,158

––––––––
Fair values of financial assets and financial liabilities
Set out below is a comparison by category of book values of all the Group’s financial assets and liabilities
as at 31 December 2004:
Book value
£000
Short term borrowings and current portion of long term borrowings
Long term borrowings
Other creditors and provisions
Cash and short term deposits
Other financial assets

(445)
(44,115)
(2,041)
4,941
1,558
––––––––
(40,102)

––––––––

Fair value
£000
(445)
(41,400)
(2,041)
4,941
1,558
––––––––
(37,387)

––––––––

The fair values of fixed rate liabilities have been calculated by discounting the expected future cash flows at
prevailing interest rates.
There were no derivative financial instruments at 31 December 2004.
30.

Explanation of transition to IFRS’s

This is the first year that the Group has presented its financial statements under IFRS as adopted by the
European Union. The following disclosures are required in the year of transition. The last financial
statements under UK GAAP were for the year ended 31 December 2004 and the date of transition was
therefore 1 January 2004.
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30.

Explanation of transition to IFRS’s (continued)

The standard IFRS1 “First time adoption of International Financial Reporting Standards” requires that
companies apply IFRS retrospectively for all periods. The standard does however contain certain transitional
provisions exempting full retrospective application in certain areas. The Group has opted to take the
following exemptions:
•

Application of IFRS 3 “Business combinations” has not been applied to those combinations taking
place prior to 1 January 2004 as provided by IFRS 1.

•

Application of IAS 21 “The effects of changes in foreign exchange rates” has not been applied
retrospectively to the cumulative translation difference on foreign operations arising prior to 1 January
2004 or to goodwill arising in business combinations that occurred before that date as provided by
IFRS 1. As a result of this the cumulative translation differences were set to £ nil at the date of
transition.

•

Application of the provisions of IAS 32 and 39 relating to financial instruments have not been applied
to the comparative periods; these are applied from 1 January 2005 as allowed by IFRS 1.

•

Application of IFRS 2 “Share based payments” has not been applied to grants of awards made prior
to 7 November 2002 as provided for by IFRS 1.

As noted above, the Group has adopted IAS 32 and IAS 39 with effect from 1 January 2005, and as
permitted, not restated comparative amounts. The new accounting policies as applied for the year ended 31
December 2005 are set out in note 2. For accounting periods up to the year ended 31 December 2004 the
following accounting policies were applied in respect of financial instruments in the financial statements:
•

The Group has taken advantage of the exemptions available under FRS 13 in relation to short term
debtors and creditors.

•

The Group’s principal financial instruments comprise overdrafts, revolving credit facilities, loan
notes, investments, cash and short term deposits.

•

Overdrafts, revolving credit facilities, cash and short term deposits are recorded at historic cost.
Investments were carried at cost less provision for impairment. The loan note was initially stated at
the amount of the net proceeds after deduction of issue costs, subsequently the carrying amount was
increased by the finance cost in respect of each period and reduced by payments made in the period.

Had IAS 32 and IAS 39 been applied from 1 January 2004 there would not of been any significant
reclassifications on the balance sheet.

260

30.

Explanation of transition to IFRS’s (continued)

Reconciliation of balance sheet at 1 January 2004 (date of transition to IFRS)

Notes
Non-current assets
Property, plant and equipment
Goodwill
Other intangible assets
Investments
Other financial assets

1
2
3

Current assets
Trade and other receivables
Cash and short-term deposits

4
5

Non-current assets held for sale

6

Total assets
Current liabilities
Trade and other payables
Taxation
Bank overdrafts and other short-term borrowings
Provisions for liabilities and charges

7

Non-current liabilities
Long-term borrowings
Provisions for liabilities and charges

8

Total liabilities
Net assets

UK Gaap
£000

Effect of
transition
to IFRS
£000

9,265
48,274
369
4,462
4,673
––––––––
67,043
––––––––

(3,197)
–
2,548
–
6,865
––––––––
6,216
––––––––

6,068
48,274
2,917
4,462
11,538
––––––––
73,259
––––––––

79,400
18,843
––––––––
98,243
–
––––––––
98,243
––––––––
165,286

(6,052)
(500)
––––––––
(6,552)
336
––––––––
(6,216)
––––––––
–

73,348
18,343
––––––––
91,691
336
––––––––
92,027
––––––––
165,286

––––––––

––––––––

––––––––

(65,057)
(1,738)
(12,538)
–
––––––––
(79,333)
––––––––

–
–
–
(4,198)
––––––––
(4,198)
––––––––

(65,057)
(1,738)
(12,538)
(4,198)
––––––––
(83,531)
––––––––

(59,441)
(8,524)
––––––––
(67,965)
––––––––
(147,298)

–
4,198
––––––––
4,198
––––––––
–

(59,441)
(4,326)
––––––––
(63,767)
––––––––
(147,298)

––––––––
––––––––

––––––––
––––––––

––––––––
––––––––

262,814
24,672
(269,498)
––––––––
17,988

–
–
–
––––––––
–

262,814
24,672
(269,498)
––––––––
17,988

17,988

Equity
Share capital
Other reserves
Retained earnings
Total equity

––––––––
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IFRS
£000

–

––––––––

17,988

––––––––

30.

Explanation of transition to IFRS’s (continued)

Notes to the reconciliation of equity at 1 January 2004
1.

The implementation of IAS 36 “Intangible assets” and IFRS 5 “Non-current assets held for sale and
discontinued activities” has resulted in a reclassification of certain items of property, plant and
equipment. As at 1 January 2004 two properties with a net book value of £336,000 had been identified
as meeting the criteria of assets held for sale (see Accounting policies – Note 2). These have been
reclassified to a separate line within current assets on the consolidated balance sheet. Also included
in property, plant and equipment at 1 January 2004 are certain computer software costs that more
properly should be classified as intangible assets; these have therefore also been reclassified on
transition to IFRS.

2.

This represents the value of computer software costs and licences that have been transferred from
property, plant and equipment.

3.

Certain security deposits, a pre-paid self-insurance fund and certain leasehold costs have been
reclassified to non-current “other financial assets” and added to the amount originally shown as
current asset investment as at 1 January 2004.

4.

Implementation of IAS 1 “Presentation of financial statements” requires that all assets and liabilities
should be split between current and non-current portions. Amounts previously held within the UK
GAAP balance sheet classification of debtors and sub-classified as other debtors included £469,000
that related to security deposits; further amounts sub-classified as prepayments included £5,583,000
relating to the prepaid self-insurance fund. These have been reclassified as “Non-current – other
financial assets”.

5.

Implementation of IAS 1 “Presentation of financial statements” requires that all assets and liabilities
should be split between current and non-current portions. A bank deposit account of £500,000 was
subject to restrictions as it was held as security rent deposit for certain Group leasehold property.
Under transition to IFRS this has been reclassified as “Non-current – other financial assets” due to the
unlikely event of this becoming repayable in the near future.

6.

This represents the reclassification of properties held for sale as described in 1 above.

7.

Implementation of IAS 1 “Presentation of financial statements” requires that all assets and liabilities
should be split between current and non-current portions, as a result certain provisions amounting to
£4,198,000 have been classified as “current” as they are expected to be utilised within one year from
the balance sheet date.

8.

£4,198,000 of provisions have been reclassified as “current” as described in 7 above.
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30.

Explanation of transition to IFRS’s (continued)

Reconciliation of balance sheet at 31 December 2004

Notes
Non-current assets
Property, plant and equipment
Goodwill
Other intangible assets
Investments
Other financial assets

1
2
3
4

Current assets
Trade and other receivables
Cash and short-term deposits

5
6

Non-current assets held for sale

7

Total assets
Current liabilities
Trade and other payables
Taxation
Bank overdrafts and other short-term borrowings
Provisions for liabilities and charges

8

Non-current liabilities
Long-term borrowings
Provisions for liabilities and charges

9

Total liabilities
Net assets
Equity
Share capital
Other reserves
Retained earnings

UK Gaap
£000

Effect of
transition
to IFRS
£000

8,545
42,057
448
1,558
–
––––––––
52,608
––––––––

(2,573)
3,095
2,092
–
6,254
––––––––
8,868
––––––––

5,972
45,152
2,540
1,558
6,254
––––––––
61,476
––––––––

79,154
4,941
––––––––
84,095
–
––––––––
84,095
––––––––
136,703

(5,374)
(500)
––––––––
(5,874)
104
––––––––
(5,770)
––––––––
3,098

73,780
4,441
––––––––
78,221
104
––––––––
78,325
––––––––
139,801

––––––––

––––––––

––––––––

(58,946)
(317)
(445)
–
––––––––
(59,708)
––––––––

–
–
–
(3,675)
––––––––
(3,675)
––––––––

(58,946)
(317)
(445)
(3,675)
––––––––
(63,383)
––––––––

(44,115)
(7,074)
––––––––
(51,189)
––––––––
(110,897)

–
3,675
––––––––
3,675
––––––––
–

(44,115)
(3,399)
––––––––
(47,514)
––––––––
(110,897)

––––––––
––––––––

––––––––
––––––––

––––––––
––––––––

290,564
24,672
(289,430)
––––––––
25,806

–
(4,064)
7,162
––––––––
3,098

290,564
20,608
(282,268)
––––––––
28,904

25,806

10
11

Total equity

––––––––
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IFRS
£000

3,098

––––––––

28,904

––––––––

30.

Explanation of transition to IFRS’s (continued)

Notes to the reconciliation of equity at 31 December 2004
1.

The implementation of IAS 36 “Intangible assets” and IFRS 5 “Non-current assets held for sale and
discontinued activities” has resulted in a reclassification of certain items of property, plant and
equipment. As at 31 December 2004 one property with a net book value of £104,000 had been
identified as meeting the criteria of assets held for sale (see Accounting policies – Note 2). This has
been reclassified to a separate line within current assets on the consolidated balance sheet. Also
included in Property, plant and equipment at 31 December 2004 are certain computer software costs
that more properly should be classified as intangible assets; these have therefore also been reclassified
on transition to IFRS.

2.

The implementation of IAS 36 “Intangible assets” has also required that goodwill created on previous
acquisitions be frozen at the net book value as at the date of transition. The regular amortisation of
goodwill is no longer allowed, rather there is a requirement that goodwill be tested for impairment on
an annual basis. £3,095,000 represents the reversal of the amortisation previously charged under UK
GAAP of £3,239,000 offset by a foreign exchange impact of £144,000.

3.

This represents the value of computer software costs and licences that have been transferred from
property, plant and equipment.

4.

Certain security deposits, a pre-paid self-insurance fund and certain leasehold costs have been
reclassified to “Non-current – other financial assets” and added to the amount originally shown as
current asset investment as at 1 January 2004.

5.

Implementation of IAS 1 “Presentation of financial statements” requires that all assets and liabilities
should be split between current and non-current portions. Amounts previously held within the UK
GAAP balance sheet classification of debtors and sub-classified as other debtors included £543,000
that related to security deposits; further amounts sub-classified as prepayments included £4,831,000
relating to the prepaid self-insurance fund. These have been reclassified as “Non-current – other
financial assets”.

6.

Implementation of IAS 1 “Presentation of financial statements” requires that all assets and liabilities
should be split between current and non-current portions. A bank deposit account of £500,000 was
subject to restrictions as it was held as security rent deposit for certain Group leasehold property.
Under transition to IFRS this has been reclassified as “Non-current – other financial assets” due to the
unlikely event of this becoming repayable in the near future.

7.

This represents the reclassification of properties held for sale as described in 1 above as adjusted by
a net reversal of the depreciation charge for the year and the loss on disposal of £3,000.

8.

Implementation of IAS 1 “Presentation of financial statements” requires that all assets and liabilities
should be split between current and non-current portions, as a result certain provisions amounting to
£3,675,000 have been classified as “current” as they are expected to be utilised within one year from
the balance sheet date.

9.

£3,675,000 of provisions have been reclassified as “current” as described in 7 above.

10.

IAS 21 “The effect of changes in foreign exchange rates” requires that all cumulative translation
differences be shown as a separate component of equity. IFRS 1 “First-time adoption of IFRS” allows
this reserve to be set at £nil at the date of transition, the £4,064,000 represents the cumulative
translation differences during 2004 that have been reclassified from retained earnings of £3,920,000
and the £144,000 arising from reversal of goodwill amortisation described in 2 above.

11.

The impact of conversion to IFRS on retained earnings includes the reversal of goodwill amortisation
described in 2 above £3,239,000 and the reclassification of translation differences described in 10
above £3,920,000. These, together with a small (net £3,000) adjustment to depreciation and loss on
disposal following the transfer of two properties to Non-current assets held for sale (see 1 above),
explains the £7,162,000 movement.
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30.

Explanation of transition to IFRS’s (continued)

Change from previous presentation
Subsequent to the reconciliations published with the Group’s interim report a further reclassification of
certain leasehold costs previously shown under “fixed assets (PPE)” in UK GAAP have been reclassified to
“Other financial assets” under IFRS £380,000 (December 2003: £313,000).
Reconciliation of income statement for the year ended 31 December 2004

Notes
Continuing operations
Revenue
Cost of sales
Gross profit
Administrative expenses (including other expenses)

1

Operating loss
Operating loss before interest, tax and
depreciation and other expenses
Goodwill amortisation
Depreciation and amortisation

2
3
4

Other expenses

5

UK Gaap
£000

Effect of
transition
to IFRS
£000

511,199
(419,706)
––––––––
91,493
(104,513)
––––––––
(13,020)

–
–
––––––––
–
207
––––––––
207

IFRS
£000
511,199
(419,706)
––––––––
91,493
(104,306)
––––––––
(12,813)

––––––––

––––––––

––––––––

(6,155)
(3,239)
–
––––––––
(9,394)
(3,626)
––––––––
(13,020)

2,939
3,239
(2,966)
––––––––
3,212
(3,005)
––––––––
207

(3,216)
–
(2,966)
––––––––
(6,182)
(6,631)
––––––––
(12,813)

Operating loss

––––––––

––––––––

––––––––

Amount written off investments

(3,000)
––––––––
(16,020)
3,655
797
(5,793)
––––––––
(17,361)
1,349
––––––––

3,000
––––––––
3,207
–
–
–
––––––––
3,207
–
––––––––

–
––––––––
(12,813)
3,655
797
(5,793)
––––––––
(14,154)
1,349
––––––––

(16,012)

3,207

(12,805)

Operating loss before finance costs and taxation
Gain on restructure of loan notes
Finance income
Finance expense
Loss before taxation
Taxation
Loss for the year attributable to equity holders
of the Company

––––––––
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30.

Explanation of transition to IFRS’s (continued)

Notes to the reconciliation of the income statement for the twelve months to 31 December 2004
1.

The adjustment of £207,000 is the net of a number of entries, £3,239,000 goodwill amortisation
reversal (see 3 below); a £35,000 charge under IFRS 2 (see 2 below); £3,000,000 charge regarding
amounts written-off investments reclassified from below operating profit, £5,000 increase to loss on
disposal (see 5 below); and finally the £8,000 reversal of depreciation (note 4 below).

2.

£2,974,000 has been added back to the operating loss to show it separately on the line “Depreciation
and amortisation” less £35,000 which relates to the charge attributable to equity based share options
granted in 2003 and 2004 following implementation of IFRS 2 “Share based payments”.

3.

Implementation of IAS 38 “Intangible assets” in conjunction with IFRS 1 “First-time adoption of
IFRS” has resulted in the fixing of Intangible Goodwill at the net book value at 1 January 2004, the
reversal of an amortisation charge made in 2004 and its replacement by an annual impairment review.
The credit back to income statement in 2004 is therefore £3,239,000.

4.

A combination of the depreciation and amortisation transfer in 2 above. In addition the
implementation of IFRS 5 “Non-current assets held for sale and discontinued activities” has resulted
in the reversal depreciation previously charged against those assets reclassified at 1 January 2004 as
falling into this category, this has resulted in an additional credit to the income statement of £8,000.

5.

£3,000,000 has been reclassified from” amount written-off investments” to “other expenses”. Also the
loss arising from the disposal of one of the properties reclassified as “non-current assets held for sale”
has increased by £5,000 due to the reversal of the attributable depreciation charge in 2004 (explained
in 4 above).

Cash flows
No detailed reconciliation schedules have been presented showing the impact of the transition on Group cash
flows as the only material changes have been due to reclassifications of assets. Specifically, in the full year
to 31 December 2004, £1,191,000 Property plant and equipment (“PPE “) depreciation reclassified to other
intangible amortisation, £835,000 PPE additions reclassified to other intangible additions, £290,000 other
debtor movement reclassified to movement in non-current – other financial assets. There has also been a
£500,000 reclassification of cash balances to non-current other financial assets in both opening and closing
cash, consequently there has been no cash flow impact.
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PART V
UNAUDITED PRO FORMA FINANCIAL INFORMATION
The information below sets out the unaudited pro forma statements of net assets of the Enlarged
Impellam Group following completion of each of the Merger and the Acquisition. The information has
been presented for illustrative purposes only, and because of its hypothetical nature, may not give a
true picture of the financial position of the Enlarged Impellam Group.
In preparing the unaudited proforma financial information below:
(a)

the net assets of Impellam have been extracted from the special purpose unaudited financial
information on Impellam as at 4 March 2008, included in Part VI of this document.

(b)

the net assets of Carlisle Group have been extracted from the unaudited interim consolidated financial
information of Carlisle Group as at 31 December 2007, included in Part III (C) of this document.

(c)

the proposed Merger between Impellam and Carlisle will be accounted for under the pooling of
interests method of accounting as a required exemption under International Financial Reporting
Standards as adopted by the European Union. The adjustments comprise a proposed dividend-inspecie by Carlisle, amounting to £4 million, which will be paid prior to the Merger.

(d)

the net assets of CSG Group have been extracted from the audited consolidated financial statements
of CSG Group as at 31 December 2007, included in Part IV of this document.

(e)

the proposed Acquisition of Corporate Services Group by Impellam will be accounted for under the
purchase method of accounting under International Financial Reporting Standards as adopted by the
European Union. Solely for the purposes of the proforma financial information, the assets and
liabilities of CSG Group have been extracted as set out in (d) above and have not been fair valued.
Such a fair value exercise will take place subsequent to completion of the Acquisition and will be
included in Impellam’s first published consolidated financial statements.
The adjustments comprise an amendment to goodwill, being an estimation of the fair value of the
consideration to be given by Impellam in respect of the Acquisition (being the issue of 21,381,679
ordinary shares in Impellam to Corporate Services Group Shareholders at an assumed price of 125
pence per share), less the historical cost of the net assets proposed to be acquired as set out in (d)
above.
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Impellam
(note a)
£000
Assets
Non-current assets
Property, plant and equipment
–
Goodwill and other non-current
assets
–
––––––––
Total non-current assets
–
––––––––
Current assets
Trade and other receivables
–
Cash and cash equivalents
50
––––––––
Total current assets
50
––––––––
Total assets
50

Carlisle
Group Adjustments
(note b)
(note c)
£000
£000

Proforma
Impellam
following
Merger
£000

Proforma
Impellam
CSG
following
Group Adjustments Merger and
(note d)
(note e) Acquisition
£000
£000
£000

4,300

–

4,300

5,403

–

9,703

59,400
––––––––
63,700
––––––––

–
––––––––
–
––––––––

59,400
––––––––
63,700
––––––––

33,759
––––––––
39,162
––––––––

15,403
––––––––
15,403
––––––––

108,562
––––––––
118,265
––––––––

70,900
2,100
––––––––
73,000
––––––––
136,700

–
–
––––––––
–
––––––––
–

70,900
2,150
––––––––
73,050
––––––––
136,750

121,395
6,178
––––––––
127,573
––––––––
166,735

–
–
––––––––
–
––––––––
15,403

192,295
8,328
––––––––
200,623
––––––––
318,888

–
–
––––––––
–
––––––––

(51,100)
(10,600)
––––––––
(61,700)
––––––––

–
(4,000)
––––––––
(4,000)
––––––––

(51,100)
(14,600)
––––––––
(65,700)
––––––––

(93,375)
(29,001)
––––––––
(122,376)
––––––––

–
–
––––––––
–
––––––––

(144,475)
(43,601)
––––––––
(188,076)
––––––––

–
–
––––––––
–
––––––––
–
––––––––
50

(200)
(1,300)
––––––––
(1,500)
––––––––
(63,200)
––––––––
73,500

–
–
––––––––
–
––––––––
(4,000)
––––––––
(4,000)

(200)
(1,300)
––––––––
(1,500)
––––––––
(67,200)
––––––––
69,550

(31,852)
(1,183)
––––––––
(33,035)
––––––––
(155,411)
––––––––
11,324

–
–
––––––––
–
––––––––
–
––––––––
15,403

(32,052)
(2,483)
––––––––
(34,535)
––––––––
(222,611)
––––––––
96,277

–––––––– –––––––– –––––––– –––––––– –––––––– –––––––– ––––––––

Liabilities
Current liabilities
Trade and other payables
Bank and other borrowings
Total current liabilities
Non-current liabilities
Bank and other borrowings
Other non-current liabilities
Total non-current liabilities
Total liabilities
Net assets

–––––––– –––––––– –––––––– –––––––– –––––––– –––––––– ––––––––
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PART VI
ADDITIONAL INFORMATION
1.

RESPONSIBILITY

To the best of the knowledge of the Company, the Directors and the Proposed Directors, who have taken all
reasonable care to ensure that such is the case, the information contained in this document is in accordance
with the facts and contains no omission likely to affect the import of such information. The Company, the
Directors and the Proposed Directors, whose names, functions and business addresses are set out on page 9
of this document, accept responsibility for the information contained in this document.
2.

IMPELLAM

2.1

Incorporation
(a)

Impellam was incorporated in England and Wales on 21 February 2008 with registered number
6511961 as a public limited company. The liability of the members is limited.

(b)

The registered office and principal place of business of Impellam is (and will continue to be
following Admission) 800 The Boulevard, Capability Green, Luton, Bedfordshire LU1 3BA.
Its telephone number is 01582 692 692.

(c)

Impellam’s name on incorporation was Alnery No. 2770 plc. On 3 March 2008, it changed its
name to Impelum Group plc and, on 4 March 2008, it changed its name again to Impellam
Group plc.

(d)

Corporate Services Group has the following significant subsidiary undertakings:

Name
ABC Contract Services Limited
Austin Benn Consultants Limited
Blend Recruitment Limited
Blue Arrow Limited
Blue Arrow Recruitment Solutions
Limited
Blue Arrow Services Limited
Chrysalis Community Care
(Bristol) Limited
Chrysalis Community Care
Group Limited
Comensura Limited
Corestaff Services LP
Corestaff Services Inc.
Medacs Healthcare Limited
Medacs Healthcare PLC
PRN Recruitment Limited
Translocation UK Limited
The Guidant Group, Inc.
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Country of
Incorporation

Percentage
of Ownership
and proportion of
voting power held

United Kingdom
United Kingdom
United Kingdom
United Kingdom

100 per cent.
100 per cent.
100 per cent.
100 per cent.

United Kingdom
United Kingdom

100 per cent.
100 per cent.

United Kingdom

100 per cent.

United Kingdom
United Kingdom
USA
USA
New Zealand
United Kingdom
United Kingdom
United Kingdom
USA

100 per cent.
100 per cent.
100 per cent.
100 per cent.
100 per cent.
100 per cent.
100 per cent.
100 per cent.
100 per cent.

(e)

Carlisle has the following significant subsidiary undertakings:

Name
Isengard Holdings Limited
Carlisle Group plc
Chadwick Nott (Holdings) Limited
Carlisle Cleaning Services Limited
Carlisle Staffing plc
Science Recruitment Group Limited
Carlisle Security Services Limited
SRG Interesource Limited
SRG Woolf Group, Inc.
P.S. Interim Limited
S.Com Group Limited
S.Com, Inc.
S.Com GmbH
Irish Recruitment Consultants Limited
Recruit Retail Services plc
Recruit Event Services Limited
Carlisle Security Plus Limited
Carlisle Group Treasury Limited

2.2

Country of
Incorporation

Percentage
of Ownership
and proportion of
voting power held

Belize
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
United Kingdom
USA
United Kingdom
England and Wales
USA
Germany
Eire
United Kingdom
United Kingdom
Eire
Belize

100 per cent.
100 per cent.
100 per cent.
100 per cent.
100 per cent.
100 per cent.
100 per cent.
100 per cent.
100 per cent.
100 per cent.
100 per cent.
100 per cent.
100 per cent.
100 per cent.
100 per cent.
100 per cent.
100 per cent.
100 per cent.

(f)

Following Completion, Impellam will be the holding company of the Carlisle Group and the
CSG Group which include the significant subsidiaries listed in paragraphs (d) and (e) above.

(g)

The principal activity of the Enlarged Impellam Group will be the provision of temporary and
permanent staff recruiting services and solutions and contract cleaning, security and ancillary
support services.

(h)

The Directors became directors of the Company on 3 March 2008 and the Proposed Directors
have consented to their appointment as directors of the Company, conditional on Completion.

Share capital and interests
(a)

Impellam was incorporated as a public limited company in accordance with the provisions of
the Companies Act 1985 on 21 February 2008 with an authorised share capital of £30,049,999
represented by 3,000,000,000 ordinary shares of one penny each and 49,999 redeemable
preference shares of £1 each. The following alterations in the issued share capital of Impellam
have taken place since incorporation:
(i)

on 4 March 2008, 49,999 fully paid Impellam Redeemable Preference Shares of £1 each
were allotted to Manco Investment Limited at par; and

(ii)

on 3 March 2008, 99 fully paid Impellam Shares were transferred to Manco Investment
Limited and one fully paid Impellam Share was transferred to Hino Limited to hold on
trust for the benefit of Manco Investment Limited.

(b)

Manco Investment Limited and Hino Limited are companies controlled by Lord Ashcroft.

(c)

The authorised and issued share capital of Impellam as at the date of this document is set out
below, and following Completion:
As at 13 March 2008
Authorised
Issued
Impellam Shares
Impellam Redeemable
Preference Shares

3,000,000,000
49,999
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Following Completion
Authorised
Issued

100 3,000,000,000
49,999

49,999

44,392,479
–

2.3

2.4

(d)

All of the Impellam Shares and Impellam Redeemable Preference Shares in issue in the capital
of Impellam are fully paid. Save for the allotments referred to in paragraph 2.2(a) above, since
its incorporation, no capital of Impellam has been allotted for cash or for a consideration other
than cash.

(e)

Save as referred to in paragraph 4 of this Part VI, no shares in the Enlarged Impellam Group
are proposed to be issued or are under option or are agreed conditionally or unconditionally to
be put under option.

(f)

All of the Impellam Shares rank pari passu and no holder of Impellam Shares enjoys different
or enhanced voting rights from any other such Shareholder. The Impellam Redeemable
Preference Shares carry no right to a dividend and holders of the Impellam Redeemable
Preference Shares are not entitled to vote at any general meeting of the Company (other than
in certain restricted circumstances which are set out in paragraph 6.2(b) of Part VI of this
document).

(g)

No other shares in the capital of Impellam are held by or on behalf of Impellam or any other
member of the Enlarged Impellam Group.

(h)

Upon completion of the Merger, it is intended that the 49,999 Impellam Redeemable
Preference Shares will be redeemed by Impellam. Assuming that the maximum number of
Impellam Shares are issued pursuant to the Merger and the Acquisition and that no further
shares are issued by Impellam, immediately following Completion there will be 44,392,479
Impellam Shares in issue.

On 3 March 2008:
(a)

a resolution was passed by the members of Impellam generally and unconditionally authorising
the Directors, pursuant to section 80 of the Companies Act 1985, to exercise all the powers of
Impellam to allot relevant securities (within the meaning of section 80(2) of the Companies Act
1985) up to an aggregate nominal amount of £49,999 to such persons at such times and on such
terms as the Directors may think fit. Such authority is to expire (unless previously renewed,
varied or revoked by Impellam in a general meeting) five years after the date of the passing of
such resolution, but so that Impellam may make offers or agreements which would or might
require relevant securities to be allotted after the expiry of such authority and the Directors of
Impellam may allot relevant securities in pursuance of such offers or agreements as if the
authority had not expired; and

(b)

a resolution was passed by members of Impellam generally empowering the Directors,
pursuant to section 95 of the Companies Act 1985, to allot equity securities (within the
meaning of section 94(2) of the Companies Act 1985) for cash pursuant to the authority
conferred on them by the resolution referred to in sub-paragraph (a) above as if section 89(1)
of the Companies Act 1985 did not apply to such allotment. Such power, unless previously
revoked, is to expire five years after the date of the passing of this resolution, save that
Impellam may make offers or agreements which would or might require equity securities to be
allotted after the expiry of such power and the Directors of Impellam may allot equity securities
in pursuance of such offers or agreements as if the such power had not expired, such power
being limited to the allotment of equity securities up to an aggregate nominal amount equal in
aggregate to an amount not exceeding £49,999.

On 12 March 2008:
(a)

a resolution was passed by the members of Impellam generally and unconditionally authorising
the Directors, pursuant to section 80 of the Companies Act 1985, to exercise all the powers of
Impellam to allot relevant securities (within the meaning of section 80(2) of the Companies Act
1985) up to an aggregate nominal amount of £443,923.79 to such persons at such times and on
such terms as the Directors may think fit, which authority will expire immediately following
Admission;
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(b)

a resolution was passed by the members of Impellam generally empowering the Directors,
pursuant to section 95 of the Companies Act 1985, to allot equity securities (within the
meaning of section 94(2) of the Companies Act 1985) for cash pursuant to the authority
conferred on them by the resolution referred to in sub-paragraph (a) above as if section 89(1)
of the Companies Act 1985 did not apply to such allotment, which power will expire upon the
expiry of the resolution described in sub-paragraph (a) above;

(c)

a resolution was passed by the members of Impellam generally and unconditionally authorising
the Directors with effect from the expiry of the authority referred to in sub-paragraph (a) above,
pursuant to section 80 of the Companies Act 1985, to exercise all the powers of Impellam to
allot relevant securities (within the meaning of section 80(2) of the Companies Act 1985) up to
an aggregate nominal amount of £591,898.39 (or such lesser amount as shall equal one-third
of the nominal value of the issued ordinary share capital of Impellam immediately following
Admission) for a period expiring (unless previously renewed, varied or revoked by Impellam
in a general meeting) on the earlier of the conclusion of the first annual general meeting of
Impellam or on 30 June 2009, but so that Impellam may make offers or agreements which
would or might require relevant securities to be allotted after the expiry of such authority and
the Directors of Impellam may allot relevant securities in pursuance of such offers or
agreements as if the authority had not expired;

(d)

a resolution was passed by the members of Impellam generally empowering the Directors with
effect from the expiry of the authority specified in sub-paragraph (b) above, pursuant to section
95 of the Companies Act 1985, to allot equity securities (within the meaning of section 94(2)
of the Companies Act 1985) for cash pursuant to the authority conferred on them by the
resolution referred to in sub-paragraph (c) above, or by way of a sale of treasury shares as if
section 89(1) of the Companies Act 1985 did not apply to such allotment. Such power, unless
previously revoked, is to expire on the earlier of the conclusion of the first annual general
meeting of Impellam or on 30 June 2009, save that Impellam may make offers or agreements
which would or might require equity securities to be allotted after the expiry of such power and
the Directors of Impellam may allot equity securities in pursuance of such offers or agreements
as if the such power had not expired, such power being limited to:
(i)

the allotment of equity securities in connection with a rights issue, open offer or other
offer of securities in favour of equity shareholders where the equity securities
respectively attributable to the interests of the equity shareholders are proportionate (as
near as may be) to the respective number of equity shares held by them, subject to such
exclusions or other arrangements as the Directors may deem necessary or expedient to
deal with treasury shares, fractional entitlements or legal or practical problems arising
under the laws of any overseas territory or the requirements of any regulatory body or
any stock exchange or any other matter whatsoever; and

(ii)

the allotment of equity securities, otherwise than pursuant to paragraph (i) above, up to
an aggregate nominal amount equal to ten per cent. of the nominal value of the issued
ordinary share capital of the Company immediately following Admission.
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3.

DIRECTORS AND PROPOSED DIRECTORS’ INTERESTS

3.1

The current directorships and partnerships of the Directors (in addition to their directorship in
Impellam) and the Proposed Directors and the directorships and partnerships held by them at any time
in the five years prior to the date of this document are as follows:
Name
Richard James
Bradford

Directorships and Partnerships
Current

Directorships and Partnerships
Past

Abacus Recruitment (Holdings)
Limited
Agency Cover Limited
Aspillo Limited
Barker Personnel Services Limited
BMS Limited
Bourne Security Limited
Capitol Group plc
Carlisle Acquisition Finance Limited
Carlisle Cleaning Services Holdings
Limited
Carlisle Cleaning Services Holdings
(UK) Plc
Carlisle Cleaning Services Limited
Carlisle Distribution Sector Services
Limited
Carlisle Facilities Group (UK) Plc
Carlisle Facilities Services Limited
Carlisle Group Limited
Carlisle Group Plc
Carlisle Managed Solutions Limited
Carlisle Public Sector Services
Limited
Carlisle Security Services Limited
Carlisle Security (Holdings) Limited
Carlisle Security Limited
Carlisle Security Plus Limited
Carlisle Staffing Plc
Carlisle Staffing Services Ireland
Limited
Carlisle Staffing Services Holdings
Limited
Carlisle Staffing Services Limited
Carlisle Support Services Limited
Celsian Group Limited
Centre Point Group Limited
Chadwick Nott (Holdings) Limited
Cornhill Associates Limited
Delta Personnel Limited
Delta Security Limited
First Call Educational Services
Limited
Griffin Personnel Consultants Limited
Guard Group Limited
Hewitson-Walker Holdings Limited
Hewitson-Walker Limited
Indigo Hewitson-Walker Limited

Abacus Recruitment Limited
Akita Security Limited
Capitol Consultants Limited
Capitol Security Services Limited
Centre Point Associates Limited
Ecosse Northern Securities Limited
Euromedica Limited
Employment Screening Services
Limited
Guard Services Limited
H-W Management Limited
L.I. Commercial Limited
L.I. Company Limited
L.I Group Limited
Maritime & Aviation Security
Services Limited
Pilkington Contract Cleaning Limited
Professional Staff Solutions Limited
Quadrant Staffing Services Limited
Retail Protection Services Limited
Ryedale Associates Limited
Seeka Limited
Spark Recruitment Limited
Specialised Investigation Services
Limited
Specialised Risk Management
Holdings Limited
Specialised Risk Management Limited
Tadham Limited
Unicare Community Care Services
Limited

273

Name

Directorships and Partnerships
Current

Richard James
Bradford
(continued)

IRC Eglinton Recruitment Limited
Irish Recruitment Consultants Limited
Indigo Selection Limited
Inter Pharma Limited
Kennedy Clayton Limited
Labstaff Limited
Leatare Services Limited
Matrix Human Resource Limited
Monitoring Services Limited
Ohsea Holdings Limited
Peraworth Limited
Platinum Security Services Limited
Praxis Executives on Assignment
Limited
Professional Staff Limited
PS Interim Limited
Rand Services (Bristol) Limited
RD Recruit Limited
Recruit Event Services Limited
Recruit Limited
Recruit Retail Services Plc
Recruit Retail Solutions Limited
Science Recruitment Group Limited
S.Com Group Limited
Solo Security Services Limited
SRG Intersource Limited
Stirling Recruitment (Basildon)
Limited
Stirling Recruitment Group Limited
Stirling Recruitment (Southampton)
Limited
Stirling Recruitment (West Sussex)
Limited
Tate Appointments Limited
Unicare Services Limited

Andrew Jeremy
Burchall

ABC Contract Services Limited
ADG Group Limited
Argosy Recruitment Limited
Austin Benn Consultants Limited
Austin Benn Limited
Austin Benn Group Limited
Blend Recruitment Limited
Blue Arrow Holdings Limited
Blue Arrow Limited
Blue Arrow Recruitment Solutions
Limited
Blue Arrow Services Limited
Chrysalis Community Care (Bristol)
Limited
Chrysalis Community Care Group
Limited
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Directorships and Partnerships
Past

Comensura, Inc.

Name

Directorships and Partnerships
Current

Directorships and Partnerships
Past

Andrew Jeremy
Burchall
(continued)

Comensura Limited
CSG Healthcare Limited
Forward Recruitment Limited
Goodchild’s Employment Agency
Limited
Greycoat Executive Resourcing
Limited
GW Nine Limited
Laybridge Limited
Medacs Healthcare Group Limited
Medacs Healthcare plc
MTS Group Holdings Limited
Multi-Staff Limited
People Direct Recruitment Services
Limited
PRN Recruitment Ltd.
Reliance Service Bureau Limited
Southern Appointments Limited
STPL2 Limited
The Corporate Services Group plc
The Recruitment Group Limited
Translocation UK Limited
Workforce Solutions Limited

Adrian Courtney
Carey

Construction Learning World Limited
Melorio plc
The Corporate Services Group plc
Syrris Limited

HCTC Limited
Livenote Technologies Limited
Smith Bernal Group Limited
Talk Write Back Limited
The Association of Learning Providers
Limited
Wordwave International Limited

Desmond Mark
Christopher
Doyle

ABC Contract Services Limited
ADG Group Limited
Argosy Recruitment Limited
Austin Benn Consultants Limited
Austin Benn Group Limited
Austin Benn Limited
Blend Recruitment Limited
Blue Arrow Financial Services Limited
Blue Arrow Holdings Limited
Blue Arrow Limited
Blue Arrow Services Limited
Blue Arrow Recruitment Solutions
Limited
Chrysalis Community Care (Bristol)
Limited
Chrysalis Community Care Group
Limited
Comensura Limited
CSG Healthcare Limited
Forward Recruitment Consultants
Limited

Able Recruit Limited
Austin Benn Human Resources
Limited
Central Employment Assistance
Programmes (CEAP) Limited
Corestaff Support Services, Inc.
Corporate Services Group Holdings, Inc.
Crest Employment Bureau Limited
CSG Contract Services Limited
CSG Dissolutions (One) Limited
CSG Dissolutions (Two) Limited
CSG Dissolutions (Three) Limited
CSG Dissolutions (Four) Limited
CSG Healthcare Limited
Development Advertising Limited
Flowcentre Limited
Gainfalcon Services Limited
Gladstones Locum Agency Limited
Glaston Park Limited
GW One Limited
GW Two Limited
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Directorships and Partnerships
Name
Current

Directorships and Partnerships
Past

Desmond Mark
Christopher
Doyle
(continued)

Goodchild’s Employment Agency
Limited
Greycoat Executive Resourcing
Limited
GW Nine Limited
Heman Contracts Limited
Laybridge Limited
Marketing Matters (Holdings) Limited
Marketing Matters Limited
Medacs Healthcare Group Limited
Medacs Healthcare plc
MTS Group Holdings Limited
Multi-staff Limited
People Direct Recruitment Services
Limited
PRN Recruitment Ltd
Reliance Service Bureau Limited
Southern Appointments Limited
STPL2 Limited
The Corporate Services Group plc
The Recruitment Group Limited
Translocation UK Limited
Workforce Solutions Limited

GW Three Limited
GW Four Limited
GW Five Limited
GW Six Limited
GW Seven Limited
GW Eight Limited
GW Ten Limited
GW Eleven Limited
GW Twelve Limited
GWL Recruitment Limited
Hallmark Staff Services Limited
HDS Industrial Services Limited
Heman All-tech Limited
International Care Group Limited
Link Line Agency Limited
Manton Construction Limited
Managed Maintenance Services
Limited
Medical and General Employment
Agency Limited
MTS Engineering Services Limited
Multitrade Services Limited
People Direct Driving Training
Services Limited
Pipco Limited
Pipco Projects Limited
Postfleet Limited
Project Resourcing Limited
Sight & Sound Print Limited
Solent Locum Services Limited
Southern Staff Agency Limited
Southwest Consolidated Resources
Limited
States Petroleum Holdings Limited
STPL1 Limited
STPL5 Limited
STPL6 Limited
STPL7 Limited
The Aardvark Medical Services
Limited
The Wright Medical Agency Limited

Elizabeth Noël
Harwerth

International Tax and Investment
Center
LogicaCMG plc
Metronet Rail BCV Limited
Metronet Rail SSL Limited
Royal & Sun Alliance Insurance
Group plc
Sumitomo Mitsui Banking
Corporation Europe Limited
The Corporate Services Group plc
Tube Lines Limited

CIT Vendor Finance Limited
Citicorp International Securities
Finance Limited
Citicorp International Securities
Limited
Citibank Investments Limited
Corus Group Limited
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Directorships and Partnerships
Name
Current

Directorships and Partnerships
Past

Kevin David
Mahoney

Ansa Group Limited
Ansa Holdings Limited
Ansa Surveying Limited
Ansa Training Limited
Ansa UK Limited
Ansa Utilities Limited
Carlisle Group Limited
Centre for Economics and Business
Research Limited
Document Control Services Limited
Environmental Plant Solutions
Limited
Environmental Solutions Northern
Limited
External Services Group Limited
Independent Inspections Holdings
Limited
Independent Inspections Limited
Mavinwood plc
Mono Services Limited
Peter Cox Limited
Restore Group Holdings Limited
Restore Ltd
Stapledon Holdings Limited
Wansdyke 1 Limited
Wansdyke 2 Limited
Wansdyke Security Limited

Cartridge-Wise (UK) Ltd
Chinon Rights Limited
ISS Servisystem Limited
Metals Exploration plc
Morris Plains Limited

John Rowley

ABC Contract Services Limited
ADG Group Limited
Argosy Recruitment Limited
Austin Benn Consultants Limited
Austin Benn Group Limited
Austin Benn Limited
Blend Recruitment Limited
Blue Arrow Financial Services
Limited
Blue Arrow Holdings Limited
Blue Arrow Limited
Blue Arrow Recruitment Solutions
Limited
Blue Arrow Services Limited
Chrysalis Community Care (Bristol)
Limited
Chrysalis Community Care Group
Limited
Comensura Limited
CSG Healthcare Limited
Forward Recruitment Consultants
Limited
Goodchild’s Employment Agency
Limited

Bowerley Limited
Catalyst Education Limited
College Direct Limited
Commercial Systems (Anglia) Limited
Education Lecturing Services
ELS Group Limited
Harnser Associates Limited
MDS The People Business Limited
MDS Training Limited
PNI Holdings Limited
Pro Tem Educational Resources (UK)
Limited
Protem Educational Resources
Limited
Protocol Associates Limited
Protocol Centres Limited
Protocol Education Developments
Limited
Protocol Education Limited
Protocol Education Services Limited
Protocol Learning Limited
Protocol Lecturers Limited
Protocol National Limited
Protocol Recruitment Limited
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Directorships and Partnerships
Current

Directorships and Partnerships
Past

John Rowley
(continued)

Greycoat Executive Resourcing
Limited
GW Nine Limited
Heman Contracts Limited
Laybridge Limited
Medacs Healthcare plc
Medacs Healthcare Group Limited
MTS Group Holdings Limited
Multi-Staff Limited
People Direct Recruitment Services
Limited
PRN Recruitment Limited
Reliance Service Bureau Limited
STPL2 Limited
Southern Appointments Limited
The Corporate Services Group plc
The Recruitment Group Limited
Translocation UK Limited
Workforce Solutions Limited

Protocol Schools Limited
Protocol Skills Limited
Protocol Systems Limited
Protocol Training Limited
Spring Def Limited
Spring General Services Limited
Spring Sales Skills Limited
Spring Skills Limited
Spring XYZ Limited
SPR2 Limited
SPR3 Limited
SPR4 Limited
SPR5 Limited
SPR6 Limited
SPR9 Limited
SPR10 Limited
SPR11 Limited
SPR12 Limited
SPR13 Limited
Squires Group Limited
Tektra Limited
The Link Organisation Limited
The Training Corporation Limited
Tutorline Limited
Wetherby Training Services Limited

Valerie Anne
Scoular

Henley Management College
Institute for Employment Studies
The Corporate Services Group plc

Andrew Stephen
Wilson

Artefact Partners Limited
Cockleshell Limited
Digital Marketing Group plc
Global Health Partner plc
Nutshell Limited
Pluto Development Limited
Retail Merchant Services Limited
Shellproof Limited
Shellshock Limited
Strand Associates Limited
The Corporate Services Group plc
The Watford Association Football
Club Limited
Watford Leisure plc

Name

3.2

Bombshell Limited
Capio Healthcare UK Limited
Global Health Partner UK Limited
Jolie Investments Limited
Ohsea Holdings Limited
Professional Staff Limited
Seashell Group Limited
Southern Cross Equityco Limited
Southern Cross Healthcare Holdings
Limited
Specialised Risk Management
Holdings Limited
Seashell II Limited
Thomas Rivers Limited
UK Healthcare Properties Limited
Wraith plc

Noël Harwerth was appointed as a director of:
(a)

Metronet Rail BCV Limited on 4 September 2003. Metronet Rail BCV Limited was placed
into administration on 18 July 2007; and

(b)

Metronet Rail SSL Limited on 4 September 2003. Metronet Rail SSL Limited was placed into
administration on 18 July 2007.
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3.3

3.4

None of the Directors, save as disclosed in paragraph 3.1 and/or 3.2 (as appropriate):
(a)

is currently a director of a company or a partner in a partnership or has been a director of a
company or a partner in a partnership within the five years immediately preceding the date of
this document; or

(b)

has any unspent convictions for any indictable offences or has been declared bankrupt or has
made any individual voluntary arrangement with his creditors; or

(c)

has been a director of a company at the time of or within the twelve months preceding any
receivership, compulsory liquidation, creditors’ voluntary liquidation, administration or
voluntary arrangement of that company or any composition or arrangement with its creditors
generally or any class of creditors; or

(d)

has been a partner in a partnership at the time of or within the twelve months preceding any
compulsory liquidation, administration or voluntary arrangement of that partnership; or

(e)

owned any asset which has been subject to receivership or has been a partner in a partnership
at the time of or within the twelve months preceding an asset of the partnership being subject
to a receivership; or

(f)

has been subject of any public criticisms by any statutory or regulatory authorities (including
any professional bodies) or has ever been disqualified by a court from acting as a director of a
company or from acting in the management or conduct of the affairs of any company.

The interests of the Directors and Proposed Directors and so far as is known to the Directors and
Proposed Directors (having made appropriate enquiries) of persons connected (which expression shall
be construed in accordance with the Act) with them, all of which are beneficial save where otherwise
stated, in the securities of the Company as at 13 March 2008 (being the latest practicable date prior
to the publication of this document) and on Completion are as follows:

Director
Richard Bradford
Andrew Burchall
Adrian Carey
Desmond Doyle
Noël Harwerth
Kevin Mahoney
John Rowley
Valerie Scoular
Andrew Wilson
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Number of
Impellam Shares
on Completion

Percentage of
Impellam’s
issued share
capital on
Completion

4,300
–
–
6,949
–
–
–
–
–

0.010%
–
–
0.016%
–
–
–
–
–

3.5

The Directors and Proposed Directors and so far as is known to the Directors and Proposed Directors
(having made appropriate enquiries) persons connected (which expression shall be construed in
accordance with the Acts) with them, have options over Carlisle Shares and Corporate Services Group
Shares as at the date of this document:

Name
Richard Bradford
Andrew Burchall
Adrian Carey
Desmond Doyle
Noël Harwerth
Kevin Mahoney
John Rowley
Valerie Scoular
Andrew Wilson

Date of
Grant

Number of Ordinary
Shares under option

21/11/2005
04/04/2003
–
04/04/2003
–
–
–
–
–

157,576 Carlisle Shares
855,000 Corporate Services Group Shares
–
1,839,000 Corporate Services Group Shares
–
–
–
–
–

Exercise price
per share
(pence)
Nil
5
–
5
–
–
–
–
–

In addition, as set out in paragraph 8 of Part I, the Directors and Proposed Directors propose to
establish a long term incentive plan operating over Impellam Shares under which an appropriate
equity incentive will be made available to selected personnel whose contribution may make a
significant improvement to the value of the Enlarged Impellam Group. Impellam Group will keep
Impellam Shareholders informed of the grant of any such options in accordance with the AIM Rules
for Companies.
3.6

At 13 March 2008 (being the latest practicable date prior to publication of this document) (save as set
out in this document) no persons (other than the Directors and Proposed Directors whose interests are
set out in paragraphs 3.4 above and 3.5 above), will be interested, directly or indirectly, in 3 per cent.
or more of Impellam’s issued share capital or voting rights:

Name
Lord Ashcroft
3.7

Number of
Impellam Shares

Percentage of
issued share
capital

100

100%

Immediately following Completion (save as set out in this document) no persons (other than the
Directors and Proposed Directors whose interests are set out in paragraphs 3.3 above and 3.4 above),
will be interested, directly or indirectly, in 3 per cent. or more of Impellam’s issued share capital or
voting rights:

Name
Lord Ashcroft
Dresdner VPV NV
Capita IRG Trustees (Nominees) Limited*
Henderson Global Investors
Schroder Investment Management
*

Number of
Impellam Shares
on Completion

Percentage of
issued share
capital on
Completion

24,268,880
5,188,085
3,841,384
1,777,107
1,637,342

54.7%
11.7%
8.7%
4.0%
3.7%

Capita IRG Trustees (Nominees) Limited issues depositary interests representing Carlisle Shares.

3.8

No holder of Impellam Shares referred to in paragraphs 3.6 or 3.7 above enjoys different or enhanced
voting rights from any other Impellam Shareholder.

3.9

No Director or Proposed Director or any member of a Director or a Proposed Director’s family (as
defined in the AIM Rules for Companies) has a related financial product (as defined in the AIM Rules
for Companies) referenced to Impellam Shares.
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3.10 Save as disclosed in paragraphs 3.6 and 3.7 of this Part VI and so far as the Directors and the Proposed
Directors are aware, there are no persons who, directly or indirectly, jointly or severally, exercise or
could exercise control over Impellam.
4.

EMPLOYEE SHARE SCHEMES

4.1

The Carlisle Group Long-Term Incentive Plan (the Plan)
Two tranches of options (the Options) over Carlisle Shares have been granted and are outstanding
under the Plan. The first tranche of options (the T1 Options) were granted on 21 November 2005 and
vest in two equal tranches on the second and third anniversary of the grant date. Accordingly, the T1
Options are currently vested as to half of the shares subject to them. 645,455 Carlisle Shares remain
subject to outstanding T1 Options. The second tranche of options (the T2 Options) were granted on
20 December 2006 and will vest, subject to the achievement of the performance target to which they
are subject (which is related to Carlisle’s performance), on the third anniversary of the date of grant.
430,000 Carlisle Shares remain subject to outstanding T2 Options.
At the time of the Merger, the T1 and T2 Options will, with the optionholders’ consent, be cancelled
in exchange for the grant of equivalent options (the New Options) over Impellam Shares. The New
Options, over 1,075,455 Impellam Shares will maintain the economic position of the T1 and T2
Options that they replace so that, on payment of the same aggregate exercise price, the optionholders
will acquire on exercise of their New Options in full the same value of Impellam Shares immediately
after the Merger as they could have acquired Carlisle Shares immediately before the Merger. The
terms of the New Options will be the same as the existing terms of the T1 and T2 Options under the
Plan, save that:

4.2

(i)

the New Options that replace the T1 Options will be fully vested as at the date of the Merger
(i.e. the second vesting date of 21 November 2008 will be accelerated); and

(ii)

the New Options that replace the T2 Options will no longer be subject to the performance target
after the Merger, but they will still vest (in full) on the third anniversary of their date of grant.

Corporate Services Group Share Option Schemes
Options (the CSG Options) have been granted under The Corporate Services Group plc No. 1
Executive Share Option Scheme 2000 (the Approved Scheme), The Corporate Services Group plc
No. 2 Executive Share Option Scheme (the Unapproved Scheme) and The Corporate Services Group
plc 1995 Share Option Scheme. Options over 18,162,617 Corporate Services Group Shares remain
outstanding with exercise prices from 5 pence to 104.76 pence per Corporate Services Group Share.
Certain of the CSG Options are already exercisable and, as a consequence of the Scheme, more of the
Options will become exercisable. Where an option becomes exercisable early as a result of the
Scheme, it will only be exercisable in respect of a proportion of the shares subject to it, that proportion
being the proportion that the time from the date of grant to the date that the Court sanctions the
Scheme bears to the time from the date of grant to the original date of exercise of the option. All of
the CSG Options will lapse six months after the Court sanction of the Scheme. It is not currently
anticipated that any of the CSG Options will be exercised given the exercise price of those options.
Following the Scheme, certain of the holders of CSG Options under the Approved Scheme and the
Unapproved Scheme will be offered the opportunity to release their existing CSG Options in exchange
for the grant of equivalent options (the New CSG Options) over Impellam Shares. The New CSG
Options, over approximately 244,415 Impellam Shares will maintain the economic position of the
CSG Options that they replace so that, on payment of the same aggregate exercise price, the option
holders will acquire on the exercise of their new CSG Options in full the same value of Impellam
Shares immediately after the Scheme as they could have acquired shares in the Corporate Services
Group immediately before the Scheme. The terms of the New CSG Options will be the same as the
terms of the CSG Options under the relevant option scheme save that the New CSG Options will not
lapse six months after the Court sanction of the Scheme.
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5.

TAXATION

5.1

UK Taxation
The following statements are intended to apply only as a general guide to current UK tax law and to
the current practice of HM Revenue & Customs, both of which are subject to change, possibly with
retrospective effect, and are not a substitute for prospective subscribers obtaining individual advice
from their tax advisers. They are intended to apply only to shareholders who are resident or ordinarily
resident in the UK for UK tax purposes (except to the extent that specific reference is made to persons
resident or ordinarily resident outside the UK), who hold the Impellam Shares as investments and who
are the beneficial owners of the Impellam Shares. The statements may not apply to certain classes of
shareholder such as dealers in securities. Prospective subscribers for or purchasers of Impellam
Shares, in particular, those who are in any doubt as to their tax position regarding the acquisition,
ownership and disposition of the Impellam Shares or who are subject to tax in a jurisdiction other than
the UK should consult their own tax advisers. The statements do not purport to be comprehensive or
to describe all potential relevant tax considerations. Shareholders should note that the levels of and
bases of, and relief from, taxation may change and that changes may affect the benefits of investment
in Impellam.
This summary is not exhaustive and does not generally consider tax relief or exemptions.
Shareholders who are in doubt as to their tax position, or who are subject to tax in a jurisdiction other
than the UK, are strongly recommended to consult their professional advisers.
(a)

Dividends
Under current UK tax law, the Company will not be required to withhold tax at source from
dividend payments it makes.
(i)

Individuals
An individual shareholder who is resident in the UK for tax purposes and who receives
a dividend from the Company will be entitled to a tax credit which may be set off against
his total income tax liability on the dividend. Such an individual shareholder’s liability
to income tax is calculated on the aggregate of the dividend and the tax credit (the gross
dividend) which will be regarded as the top slice of the individual’s income. The tax
credit will be equal to 10 per cent. of the gross dividend (i.e. the tax credit will be oneninth of the amount of the dividend).
Generally, a UK resident individual shareholder who is not liable to income tax in
respect of the gross dividend will not be entitled to any payment from HM Revenue and
Customs in respect of any part of the tax credit. A UK resident shareholder who is liable
to income tax at the lower or basic rate will be subject to income tax on the dividend at
the rate of 10 per cent. of the gross dividend so that the tax credit will satisfy in full such
shareholder’s liability to income tax on the dividend. A UK resident individual
shareholder liable to income tax at the higher rate will be subject to income tax on the
gross dividend at 32.5 per cent. but will be able to set the tax credit off against part of
this liability. The effect of that set off of the tax credit is that such a shareholder will have
to account for additional tax equal to one quarter of the net cash dividend received.

(ii)

Companies
A corporate shareholder resident in the UK for tax purposes will not normally be subject
to corporation tax on any dividend received from the Company. Such corporate
shareholders will not be able to claim repayment of the tax credit attaching to any
dividend.
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(iii)

Non-residents
Subject to certain exceptions for individuals who are Commonwealth citizens, residents
of the Isle of Man or the Channel Islands, nationals of States which are part of the
European Economic Area and certain others, the right of a holder of Impellam Shares
who is not resident in the United Kingdom (for tax purposes) to a tax credit on dividends
will depend upon the existence and terms of any double tax treaty between the United
Kingdom and the country in which that person is resident. The reduction in the amount
of the tax credit to 10 per cent. will eliminate or virtually eliminate payments in respect
of the tax credit under double tax treaties.
Persons who are not resident in the United Kingdom should consult their own tax
advisers concerning their tax liabilities (in the United Kingdom and any other country)
on dividends received, whether they are entitled to claim any part of the tax credit and,
if so, the procedure for doing so, and whether any double taxation relief is due in any
country in which they are subject to tax.

(iv)

Pension Funds
UK pension funds will not be entitled to any payment from HM Revenue and Customs
in respect of the tax credit attaching to any dividend paid by the Company.

(b)

Capital Gains
A disposal of Impellam Shares by a shareholder who is either resident or ordinarily resident in
the UK for tax purposes, or is not UK resident but carries on a trade, profession or vocation in
the UK through a permanent establishment, branch or agency and has used, held or acquired
the Impellam Shares for the purposes of such trade, profession or vocation or such permanent
establishment, branch or agency, may, depending on the shareholder’s circumstances and
subject to any available exemption or relief, give rise to a chargeable gain or an allowable loss
for the purposes of the taxation of capital gains.
A shareholder who is an individual and who has ceased to be resident or ordinarily resident in
the UK for tax purposes for a period of less than five complete tax years and who disposes of
the Impellam Shares during that period may also be liable on his return to the UK to tax on any
capital gain realised (subject to any available exemption or relief). This rule also applies to
individuals who have not ceased to be resident or ordinarily resident in the UK but who, on or
after 16 March 2005, have become non-UK resident pursuant to the application of a double
taxation treaty.

(c)

Stamp duty and stamp duty reserve tax
In relation to the shares being issued by Impellam, no liability to stamp duty or stamp duty
reserve tax (SDRT) will arise on the issue of, or on the issue of definitive share certificates in
respect of, such shares by Impellam.
The conveyance or transfer on sale of the Impellam Shares outside the CREST system will
generally be subject to ad valorem stamp duty on the instrument of transfer at the rate of 0.5
per cent. of the amount or value of the consideration given (rounded up to the nearest £5).
Stamp duty is normally the liability of the purchaser or transferee of the Impellam Shares. An
unconditional agreement to transfer Impellam Shares will normally give rise to a charge to
SDRT at the rate of 0.5 per cent. of the amount or value of the consideration for the Impellam
Shares. However, where within six years of the date of the agreement, an instrument of transfer
is executed and duly stamped, the SDRT liability will be cancelled and any SDRT which has
been paid will be repaid. SDRT is normally the liability of the purchaser or transferee of the
Impellam Shares.
Where Impellam Shares are issued or transferred (a) to, or to a nominee for, a person whose
business is or includes the provision of clearance services or (b) to, or to a nominee or agent
283

for, a person whose business is or includes issuing depositary receipts, stamp duty (in the case
of a transfer only to such persons) or SDRT may be payable at a rate of 1.5 per cent. of the
amount or value of the consideration payable or, in certain circumstances, the value of the
Impellam Shares or, in the case of an issue to such persons, the issue price of the Impellam
Shares. Clearance service providers may opt, under certain circumstances, for the normal rates
of stamp duty and SDRT to apply to an issue or transfer of Impellam Shares into, and to
transactions within, the service instead of the higher rate applying to an issue or transfer of the
Impellam Shares into the clearance system and the exemption for dealings in the Impellam
Shares whilst in the system.
Under the CREST system for paperless share transfers, deposits of Impellam Shares into
CREST will generally not be subject to stamp duty or SDRT unless such a transfer is made for
a consideration in money or money’s worth, in which case a liability to SDRT will arise usually
at the rate of 0.5 per cent. of the value of the consideration given. Paperless transfers of
Impellam Shares within CREST are generally liable to SDRT, rather than stamp duty, at the
rate of 0.5 per cent. of the amount or value of the consideration payable. CREST is obliged to
collect SDRT from the purchaser of the Impellam Shares on relevant transactions settled within
the system.
The above statements are intended as a general guide to the current position. Certain categories
of person, including market makers, brokers, dealers and persons connected with depositary
arrangements and clearance services, are not liable to stamp duty or SDRT and others may be
liable at a higher rate or may, although not primarily liable for tax, be required to notify and
account for it under the Stamp Duty Reserve Tax Regulations 1986.
(d)

Inheritance Tax (IHT)
Impellam Shares are assets situated in the UK for the purposes of UK IHT. The gift of such
shares by, or on the death of, an individual shareholder may give rise to a liability of UK IHT.
Relief may be available where Impellam meets all the relevant qualifying conditions for
Business Property Relief, provided that the shares have been held for two years prior to the
event giving rise to IHT.

6.

MEMORANDUM AND ARTICLES OF ASSOCIATION

6.1

Memorandum of association
The memorandum of association of the Company provides that its objects are, amongst other things,
to carry on business as a general commercial company. The objects of the Company are set out in full
in clause 4 of its memorandum of association which is available for inspection as described in
paragraph 15 below.

6.2

Articles of association
The articles of association of the Company adopted on 21 February 2008, include provisions to the
following effect (this summary does not purport to be complete and is qualified in its entirety by the
full terms of the articles of association):
(a)

Rights attaching to Impellam Shares
(i)

Voting rights of members – subject to disenfranchisement in the event of: (A) nonpayment of any call or other sum due and payable in respect of any share; or (B) any
non-compliance with any statutory notice requiring disclosure of the beneficial
ownership of any shares; or (C) mental incapacity and subject to any special rights or
restrictions as to voting for the time being attached to any shares (as to which there are
none at present except as regards the Impellam Redeemable Preference Shares), on a
show of hands every qualifying person who (being an individual) is a member of the
Company or a person appointed as proxy of a member in relation to a meeting or (being
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a corporation) is present by a representative not being himself a member, has one vote
and on a poll every member present in person or by proxy has one vote for every share
of which he is a holder. In the case of joint holders, the vote of the person whose name
stands first in the register of members and who tenders a vote is accepted to the
exclusion of any votes tendered by any other joint holders.

(b)

(ii)

Dividends – subject to the rights attached to any shares issued on any special terms and
conditions (as to which there are none at present except as regards the Impellam
Redeemable Preference Shares), dividends shall be declared and be apportioned and
paid pro rata according to the amounts paid up on the shares during any portion or
portions of the period in respect of which the dividend is paid. Dividends shall be paid
according to the amounts paid up on the shares in respect of which the dividend is paid,
but no amount paid up on a share in advance of calls should be treated for these purposes
as paid up on the share.

(iii)

Return of capital – the liquidator may, with the sanction of a special resolution of the
Company and any other sanction required by statute: (A) divide among the members in
specie the whole or any part of the assets of the Company; or (B) vest the whole or any
part of the assets in trustees on such trusts for the benefit of members as the liquidator
shall think fit, but no member shall be compelled to accept any assets upon which there
is any liability.

(iv)

Capitalisation of reserves – the Board may, with the authority of an ordinary resolution
of the Company: (A) resolve to capitalise any sum standing to the credit of any reserve
account of the Company (including share premium account and capital redemption
reserve) or any sum standing to the credit of profit and loss account not required for the
payment of any preferential dividend (whether or not it is available for distribution); and
(B) appropriate that sum as capital to the holders of Impellam Shares in proportion to
the nominal amount of the ordinary share capital held by them respectively and apply
that sum on their behalf in paying up in full any unissued shares or debentures of the
Company of a nominal amount equal to that sum and allot the shares or debentures
credited as fully paid to those members, or as they may direct, in those proportions or in
paying up the whole or part of any amounts which are unpaid in respect of any issued
shares in the Company held by them respectively, or otherwise deal with such sum as
directed by the resolution provided that the share premium account and the capital
redemption reserve and any sum not available for distribution in accordance with the
Acts may only be applied in paying up unissued shares to be allotted credited as fully
paid up.

Rights attaching to Impellam Redeemable Preference Shares
The Impellam Redeemable Preference Shares carry no right to a dividend or to participate in
the profits or assets of the Company other than on a return of capital on winding-up, in which
case, the assets of the Company available for distribution among the members will first be
applied in repaying to the holder the amount paid up on the Impellam Redeemable Preference
Shares.
Holders of the Impellam Redeemable Preference Shares are not entitled to notice of or to vote
at any general meeting of the Company unless a resolution is to be proposed at such a meeting
to wind up the Company or which alters the rights attaching to the Impellam Redeemable
Preference Shares.
The Company or the holder of the Impellam Redeemable Preference Shares may redeem the
Impellam Redeemable Preference Shares at their nominal amount at any time.
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(c)

Transfer of shares
A member may transfer all or any of his shares in any manner which is permitted by any
applicable statutory provision and is approved by the Board. The Company shall maintain a
record of uncertificated shares in accordance with the relevant statutory provisions.
A member may transfer all or any of his certificated shares by an instrument of transfer in any
usual form, or in such other form as the Board may approve. The instrument of transfer shall
be signed by or on behalf of the transferor and, except in the case of a fully paid share, by or
on behalf of the transferee. The Board may, in its absolute discretion, refuse to register any
transfer of any certificated share which is not fully paid up (but not so as to prevent dealings in
listed shares from taking place on an open and proper basis) and on which the Company has a
lien as a result of such share not being fully paid up. The Board may also refuse to register any
instrument of transfer of a certificated share unless it is lodged at the registered office, or such
other place as the Board may decide, for registration, accompanied by the share certificate for
the shares to be transferred (except where the shares are registered in the name of a market
nominee and no certificate has been issued for them) and such other evidence as the Board may
reasonably require to prove title of the intending transferor and it is in the respect of the class
of shares. If the Board refuses to register a transfer of a certificated share it shall, as soon as
practicable and in any event within two months after the date on which the instrument of
transfer was lodged, send to the transferee notice of the refusal. The Board shall provide the
transferee with such further information about the reasons for the refusal as the transferee may
reasonably request. Unless otherwise agreed by the Board in any particular case, the maximum
number of persons who may be entered on the register as joint holders of a share is four.

(d)

Changes in capital
The Company may by ordinary resolution:
(i)

increase its share capital;

(ii)

consolidate and divide all or any of its share capital into shares of a larger amount;

(iii)

sub-divide all or part of its share capital into shares of a smaller amount; and

(iv)

cancel any shares which have not, at the date of the ordinary resolution, been taken or
agreed to be taken by any person and diminish the amount of its authorised share capital
by the amount of the shares so cancelled.

The Company may by special resolution:

(e)

(i)

purchase its own shares including any redeemable shares; and

(ii)

reduce its share capital and any capital redemption reserve or share premium account.

Authority to allot securities and disapplication of pre-emption rights
The Company may from time to time pass an ordinary resolution authorising, in accordance
with section 80 of the Act, the Board to exercise all the powers of the Company to allot relevant
securities up to the nominal amount specified in the resolution. The authority shall expire on
the day specified in the resolution (not being more than five years after the date on which the
resolution is passed).
On the passing of a special resolution, the Board shall have power to allot equity securities for
cash as if section 89(1) of the Act did not apply to the allotment but that power shall be limited:
(A) to the allotment of equity securities in connection with a rights issue; and (B) to the
allotment (other than in connection with a rights issue) of equity securities having a nominal
amount not exceeding in aggregate the sum specified in the special resolution.
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(f)

Variation of rights
Whenever the share capital of the Company is divided into different classes of shares (which it
is not as at the date of this document except as regards the Impellam Redeemable Preference
Shares), all or any of the rights for the time being attached to any class of shares may be varied,
either with the consent in writing of the holders of three-fourths in nominal value of the issued
shares of that class or with the sanction of a special resolution passed at a separate general
meeting of the holders of those shares. At any separate general meeting, the necessary quorum
is two persons holding or representing by proxy at least one-third in nominal amount of the
issued shares of the class in question (but at any adjourned meeting, any person holding shares
of the class or his proxy is a quorum).

(g)

Disclosure of interests in shares
If the holder of, or any person appearing to be interested in, any share has been given a notice
requiring any of the information mentioned in section 793 of the Companies Act 2006 (section
793 notice) and, in respect of that share (a default share), has been in default for a period of
14 days after the section 793 notice has been given in supplying to the Company the
information required by the section 793 notice, the following restrictions shall apply: (A) if the
default shares in which any one person is interested or appears to the Company to be interested
represent less than 0.25 per cent. of the issued shares of the class, the holders of the default
shares shall not be entitled, in respect of those shares, to attend or to vote, either personally or
by proxy, at any general meeting of the Company; or (B) if the default shares in which any one
person is interested or appears to the Company to be interested represent at least 0.25 per cent.
of the issued shares of the class, the holders of the default shares shall not be entitled, in respect
of those shares:

(h)

(i)

to attend or to vote, either personally or by proxy, at any general meeting of the
Company; or

(ii)

to receive any dividend or other distribution; or

(iii)

to transfer or agree to transfer any of those shares or any rights to them.

Uncertificated shares – general powers
In relation to any uncertificated share, the Company may utilise the relevant system in which
it is held to the fullest extent available from time to time in the exercise of any of its powers or
functions under any applicable statutory provision or the articles of association or otherwise in
effecting any action. Any provision in the articles of association in relation to uncertificated
shares which is inconsistent with any applicable statutory provision shall not apply. The
Company may, by notice in writing to the holder of an uncertificated share, require the holder
to change the form of that share to certificated form within such period as may be specified in
the notice. For the purpose of effecting any action by the Company, the Directors may
determine that holdings of the same member in uncertificated form and in certificated form
shall be treated as separate holdings.

(i)

Directors
(i)

The Directors (other than alternate directors) shall not, unless otherwise determined by
an ordinary resolution of the Company, be less than two in number.

(ii)

A Director need not be a member of the Company.

(iii)

There is no age limit for Directors.

(iv)

At each annual general meeting any Director then in office who has been appointed by
the Board since the previous annual general meeting or has held office for three years or
more since he was elected or last re-elected by the Company in general meeting shall
retire from office but shall be eligible for re-election.
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(v)

The Directors shall be paid out of the funds of the Company by way of remuneration for
their services as Directors. Such fee shall be divided among them in such proportion and
manner as they may agree, or failing agreement, equally.

(vi)

The Board may grant special remuneration to any Director who performs any special or
extra services to or at the request of the Company. Special remuneration may be payable
to a Director in addition to his ordinary remuneration (if any) as a Director.

(vii) The Directors shall also be paid out of the funds of the Company all expenses properly
incurred by them in and about the discharge of their duties, including their expenses of
travelling to and from the meetings of the Board, committee meetings and general
meetings.
(viii) The Board may exercise all the powers of the Company to pay, provide or procure the
grant of pensions or other retirement or superannuation benefits and death, disability or
other benefits, allowances or gratuities to any person who is or has been at any time a
Director of the Company or in the employment or service of the Company or of any
company which is or was a subsidiary of or associated with the Company or of the
predecessors in business of the Company or any subsidiary or associated company or the
relatives or dependants of any such person. For that purpose the Board may procure the
establishment and maintenance of, or participate in, or contribute to any noncontributory or contributory pension or superannuation fund, scheme or arrangement or
pay any insurance premiums.
(ix)

Subject to any applicable statutory provisions, a Director shall not be disqualified by his
office from entering into any contract with the Company, either with regard to his tenure
of any office or position in the management, administration or conduct of the business
of the Company, or as vendor, purchaser or otherwise. A Director may hold and be
remunerated in respect of any other office or place of profit with the Company (other
than the office of auditor of the Company) in conjunction with his office as Director and
he (or his firm) may also act in a professional capacity for the Company (except as
auditor) and may be remunerated for it.

(x)

A Director who to his knowledge is in any way, whether directly or indirectly, interested
in a contract with the Company shall declare the nature of his interest at a meeting of
the Directors.

(xi)

However, from 1 October 2008, the articles will have provisions that will operate so that,
if a situation arises in which a Director has, or can have, a direct or indirect interest that
conflicts, or possibly may conflict, with the interests of the Company (including,
without limitation, in relation to the exploitation of any property, information or
opportunity, whether or not the Company could take advantage of it but excluding any
situation which cannot reasonably be regarded as likely to give rise to a conflict of
interest) the following provisions shall apply if the conflict of interest does not arise in
relation to a transaction or arrangement with the Company:
(A)

if the situation arises from the appointment or proposed appointment of a person
as a Director of the Company, the Directors (other than the Director, and any
other Director with a similar interest, who shall not be counted in the quorum at
the meeting and shall not vote on the resolution) may resolve to authorise the
appointment of the Director and the situation on such terms as they may
determine;

(B)

if the situation arises in circumstances other than in paragraph (A) above, the
Directors (other than the Director and any other Director with a similar interest
who shall not be counted in the quorum at the meeting and shall not vote on the
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resolution) may resolve to authorise the situation and the continuing performance
by the Director of his duties on such terms as they may determine.
(xii) Similarly from 1 October 2008, if a Director is in any way, directly or indirectly,
interested in a proposed or existing transaction or arrangement with the Company, he
must declare the nature and extent of that interest to the other Directors.
(xiii) A Director shall not vote or be counted in the quorum at a meeting in respect of any
resolution concerning his own appointment (including fixing and varying its terms), or
the termination of his own appointment, as the holder of any office or place of profit with
the Company or any other company in which the Company is interested but, where
proposals are under consideration concerning the appointment (including fixing or
varying its terms), or the termination of the appointment, of two or more Directors to
offices or places of profit with the Company or any company in which the Company is
interested, those proposals may be divided and considered in relation to each Director
separately; and in such case each of the Directors concerned (if not otherwise debarred
from voting under the articles of association) shall be entitled to vote and be counted in
the quorum in respect of each resolution except that concerning his own appointment or
the termination of his own appointment.
(xiv) A Director shall not vote (or be counted in the quorum at a meeting) in respect of any
contract in which he has an interest which (together with any interest of a connected
person) is to his knowledge a material interest. Notwithstanding the above, a Director
shall be entitled to vote (and be counted in the quorum) on: (A) any contract in which
he is interested by virtue of an interest in shares, debentures or other securities of the
Company or otherwise in or through the Company; (B) the giving of any guarantee,
security or indemnity in respect of money lent or obligations incurred by him or by any
other person at the request of, or for the benefit of, the Company or any of its subsidiary
undertakings; or a debt or obligation of the Company or any of its subsidiary
undertakings for which he himself has assumed responsibility under a guarantee or
indemnity or by the giving of security; (C) any issue or offer of shares, debentures or
other securities of the Company or any of its subsidiary undertakings in respect of which
he is or may be entitled to participate in his capacity as holder of any such securities or
as an underwriter or sub-underwriter; (D) any contract concerning another company in
which he and any connected person do not to his knowledge hold, directly or indirectly
as shareholders, or through their direct or indirect holdings of financial instruments
(within the meaning of Chapter 5 of the Disclosure and Transparency Rules) voting
rights representing one per cent. or more of any class of shares in the capital of such
company; (E) any arrangement for the benefit of employees of the Company or any of
its subsidiary undertakings which does not accord to him any privilege or benefit not
generally accorded to the employees to whom the arrangement relates; and (F) the
purchase or maintenance of insurance for the benefit of Directors or for the benefit of
persons including Directors.
(j)

General meetings
An annual general meeting shall be held in accordance with the Acts at such place as may be
determined by the Board. The Board may convene a general meeting other than an annual
general meeting. General meetings shall be held whenever the Board thinks fit or on the
requisition of shareholders in accordance with the Act.
An annual general meeting and any other general meetings at which it is proposed to pass a
special resolution or (save as provided by the Act) a resolution of which special notice has been
given to the Company, shall be called by at least 21 clear days’ written notice and any other
general meeting shall be called by at least 14 clear days’ written notice (which includes notice
that may be given by means of a website), unless such shareholder meetings are called by
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shorter notice in accordance with the Act. If the notice is made available by means of a website,
it must be available until the conclusion of the meeting.
The requisite quorum for general meetings of the Company shall be two persons, whether
present in person, by proxy or, in the case of a member which is a corporation, a person
authorised to act as the representative of the corporation, entitled to vote on the business to be
transacted at the meeting.
(k)

Borrowing powers
The Board may exercise all the powers of the Company to borrow money and to mortgage or
charge all or any part of its undertaking, property and assets (both present and future) and
uncalled capital and to issue debentures and other securities, whether outright or as collateral
security for any debt, liability or obligations of the Company or of any third party.

(l)

Dividends
(i)

Declaration of dividends – the Company may, by ordinary resolution, declare a dividend
to be paid to the members, according to their respective rights and interests in the profits,
and may fix the time for payment of such dividend, but no dividend shall exceed the
amount recommended by the Board.

(ii)

Fixed and interim dividends – the Board may pay such interim dividends as appear to
the Board to be justified by the financial position of the Company and may also pay any
dividend payable at a fixed rate at intervals settled by the Board whenever the financial
position of the Company, in the opinion of the Board, justifies its payment. If the Board
acts in good faith, none of the Directors shall incur any liability to the holders of shares
conferring preferred rights for any loss such holders may suffer in consequence of the
payment of an interim dividend on any shares having non-preferred or deferred rights.

(iii)

Calculation and currency of dividends – except insofar as the rights attaching to, or the
terms of issue of, any share otherwise provide: (A) all dividends shall be declared and
paid according to the amounts paid up on the shares in respect of which the dividend is
paid, but no amount paid up on a share in advance of calls shall be treated as paid up on
the share; (B) all dividends shall be apportioned and paid pro rata according to the
amounts paid up on the shares during any portion or portions of the period in respect of
which the dividend is paid; and (C) dividends may be declared or paid in any currency
and the Board may agree with any member that dividends which may at any time or
from time to time be declared or become due on his shares in one currency shall be paid
or satisfied in another, and may agree the basis of conversion to be applied and how and
when the amount to be paid in the other currency shall be calculated and paid and for
the Company or any other person to bear any costs involved.

(iv)

Dividends not to bear interest – no dividend or other moneys payable by the Company
on or in respect of any share shall bear interest as against the Company unless otherwise
provided by the rights attached to the share.

(v)

Calls or debts may be deducted from dividends – the Board may deduct from any
dividend or other moneys payable to any person (either alone or jointly with another) on
or in respect of a share all such sums as may be due from him (either alone or jointly
with another) to the Company on account of calls or otherwise in relation to shares of
the Company.

(vi)

Dividends in specie – with the authority of an ordinary resolution of the Company and
on the recommendation of the Board, payment of any dividend may be satisfied wholly
or in part by the distribution of specific assets and in particular of paid up shares or
debentures of any other company.
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(vii) Scrip dividends – the Board may, with the authority of an ordinary resolution of the
Company, offer any holders of ordinary shares the right to elect to receive further
ordinary shares by way of scrip dividend instead of cash in respect of all (or some part)
of any dividend specified by the ordinary resolution.
(viii) Unclaimed dividends – any dividend unclaimed for a period of 12 years after having
been declared shall be forfeited and cease to remain owing by the Company.
(m)

Forfeiture of shares
If the whole or any part of any call or instalment remains unpaid on any share after the due date
for payment, the Board may give a notice to the holder requiring him to pay so much of the call
or instalment as remains unpaid, together with any accrued interest.
If the requirements of a notice are not complied with, any share in respect of which it was given
may (before the payment required by the notice is made) be forfeited by a resolution of the
Board. The forfeiture shall include all dividends declared and other moneys payable in respect
of the forfeited share and not actually paid before the forfeiture.
Every share which is forfeited or surrendered shall become the property of the Company and
(subject to the Acts) may be sold, re-allotted or otherwise disposed of, upon such terms and in
such manner as the Board shall decide either to the person who was before the forfeiture the
holder of the share or to any other person and whether with or without all or any part of the
amount previously paid up on the share being credited as so paid up.

(n)

Indemnity of officers
As far as the Acts allow, the Company may indemnify, purchase and maintain insurance or
provide any Director or officer of the Company (or of an associated body corporate) with funds
(whether by loan or otherwise) to meet expenditure incurred or to be incurred by him in
defending any criminal, regulatory or civil proceedings or in connection with an application for
relief (or to enable any such Director to avoid incurring such expenditure), against all costs,
charges, losses, expenses and any liability incurred by him:
(i)

in the execution and discharge of his duties or in relation to them; and

(ii)

where a Director or officer of the Company is also a trustee of an occupational pension
scheme for employees (or former employees) of the Company (or of an associated body
corporate), in connection with the Company’s activities as trustee of the scheme.

7.

TAKEOVERS, SQUEEZE-OUT RIGHTS AND OTHER APPLICABLE STATUTORY
PROVISIONS

(i)

The Takeover Code is issued and administered by the UK Panel on Takeovers and Mergers (the
Takeover Panel).

(ii)

The Takeover Panel has been designated as the supervisory authority to carry out certain regulatory
functions in relation to takeovers pursuant to the Directive on Takeover Bids (2004/25/EC) (the
Directive). Following the implementation of Part 28 of the Companies Act 2006, the rules set out in
the Takeover Code, which are derived from the Directive, now have a statutory basis.

(iii)

The Takeover Code applies to all takeovers and merger transactions, however effected, where the
offeree company has its registered office in the UK if the company has its securities admitted to
trading on a regulated market in the UK. The Takeover Code therefore applies to Impellam from
Admission and therefore the Impellam Shareholders are entitled to the protection afforded by the
Takeover Code.

(iv)

Prospective investors should be aware of the potential implications of certain aspects of the Takeover
Code to Impellam and/or Impellam’s Shareholders.
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(v)

Under Rule 9 of the Takeover Code, when any person:
(1)

acquires, whether by a series of transactions over a period of time or not, an interest in shares
(as defined in the Takeover Code) which (taken together with shares in which persons acting in
concert with him are interested) carry 30 per cent. or more of the voting rights of a company;
or

(2)

together with persons acting in concert with him, is interested in shares which in the aggregate
carry not less than 30 per cent. of the voting rights of a company but does not hold shares
carrying more than 50 per cent. of such voting rights and such person, or any person acting in
concert with him, acquires an interest in any other shares which increases the percentage of
shares carrying voting rights in which he is interested,

such a person shall extend offers to the holders of any class of equity share capital whether voting or
non-voting and also to the holders of any other class of transferable securities carrying voting rights
(a Mandatory Offer). A Mandatory Offer must be in cash (or accompanied by a cash alternative) at
not less than the highest price paid within the preceding 12 months for any interest in shares in the
offeree company by the person required to make the offer or any person acting in concert with him.
Where any person who, together with persons acting in concert with him, holds over 50 per cent. of
the voting rights of a company to which the Takeover Code applies, acquires interests in additional
voting shares, then they will not generally be required to make a general offer to the other
shareholders to acquire their shares, although individual members of the concert party will not be able
to increase their percentage interest in shares through a Rule 9 threshold without the consent of the
Takeover Panel.
(vi)

Under Rule 37.1 of the Takeover Code, when a company redeems or purchases its own voting shares,
any resulting increase in the percentage of shares carrying voting rights of a person or group of
persons acting in concert will be treated as an acquisition for the purpose of Rule 9. A person who
comes to exceed the limits in Rule 9.1 in consequence of a company’s redemption or purchase of its
own shares will not normally incur an obligation to make a Mandatory Offer unless that person is a
director, or the relationship of the person with any one or more of the directors is such that the person
is, or is presumed to be, acting in concert with any of the directors. However, this exception will not
normally apply when a person (or any relevant member of a group of persons acting in concert) has
acquired an interest in shares at a time when he had reason to believe that such a redemption or
purchase of its own shares by the company would take place. A person not acting in concert with the
directors of a company may, therefore, incur an obligation under Rule 9 to make a general offer to a
company’s shareholders to acquire their shares if, as a result of the purchase by a company of its own
shares, he comes to be interested in 30 per cent. or more of the shares following a buy back on
redemption and he has acquired an interest in shares after the date when he had no reason to believe
that the company would purchase its own shares.

(vii) Squeeze-out rights
(1)

The right to compulsorily acquire minority holders’ shares under section 979 of the Companies
Act 2006 becomes available where an offeror has made an offer to acquire the entire issued
share capital of a company and the offeror has, by virtue of acceptances of the takeover offer,
acquired or unconditionally contracted to acquire not less than 90 per cent. in value of the
shares to which the offer relates and, where the shares to which the offer relates are voting
shares, not less than 90 per cent. of the voting rights carried by those shares (the Buy-out
Threshold). The offeror is then entitled to give a compulsory acquisition notice to the holder
of any shares to which the offer relates which the offeror has not acquired or unconditionally
contracted to acquire. Where the takeover offer is made for more than one class of share capital,
the 90 per cent. test is applied, and the right is exercisable, separately in respect of each class.

(2)

Conversely, section 983 of the Companies Act 2006 entitles a minority shareholder to require
an offeror to acquire his shareholding in a company where the offeror has made a takeover offer
in relation to the company and, by virtue of acceptances of the offer and any other acquisitions,
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the offeror holds not less than 90 per cent. of all the shares in the target company (or, if the offer
relates to a class of target shares, 90 per cent. of all the shares in that class) which carry not less
than 90 per cent. of the voting rights in the target (the Sell-out Threshold). It should, however,
be noted that the Sell-out Threshold is calculated differently to the Buy-out Threshold and, as
a result, there may be circumstances where the offeror, despite having triggered the Sell-out
Threshold, will not be obliged to purchase a minority shareholders’ interest in a company until
such time as the Buy-out Threshold has also been triggered.
(viii) Disclosure and Transparency Rules
A shareholder in a public company incorporated in the UK whose shares are admitted to trading on
AIM is required pursuant to Rule 5 of the Disclosure and Transparency Rules to notify the company
of the percentage of his or her voting rights if the percentage of voting rights which he or she holds
as a shareholder or through his direct or indirect holding of financial instruments (or a combination
of such holdings) reaches, exceeds or falls below three per cent., four per cent., five per cent., and each
one per cent. threshold thereafter up to 100 per cent. as a result of an acquisition or disposal of shares.
8.

MATERIAL CONTRACTS

The following contracts (not being contracts entered into in the ordinary course of business):
(a)

have been entered into by any member of the Enlarged Impellam Group during the two years
immediately preceding the date of this document; or

(b)

have been entered into by a member of the Enlarged Impellam Group and contain provisions under
which any member of the Enlarged Impellam Group has any obligation or entitlement which is or may
be material to any member of the Enlarged Impellam Group at the date of this document.

8.1

Impellam’s material contracts
(a)

Nomad and Broker Agreement
An engagement letter dated 14 March 2008 made between (1) the Company and (2) Cenkos
pursuant to which the Company has appointed Cenkos to act as nominated adviser and broker
to the Company in connection with the Admission and in accordance with the requirements of
the AIM Rules for Companies. The appointment commences on the date of the agreement and
will, unless terminated earlier as a result of a material breach of the agreement by either party,
continue indefinitely until terminated by either party on three months’ prior written notice. The
agreement contains certain undertakings and indemnities given by the Company in respect of,
among other things, compliance with all applicable laws and regulations and imposes an
obligation on the Company to provide Cenkos with certain information whilst it remains its
nominated adviser.

(b)

New Barclays Receivables Financing Agreement
The New Barclays Receivables Financing Agreement (which has a facility borrowing limit of
£85 million and is substantially similar to the Barclays Receivables Financing Agreement
described in paragraph 8.2(b)(A) below), will be entered into by Impellam, Corporate Services
Group and certain members of the Carlisle Group on 14 March 2008. Certain members of the
Carlisle Group will accede as obligors to this facility on completion of the Merger. This facility
agreement will, subject to satisfaction of certain conditions precedent, be available for
utilisation on the effective date of the Scheme. The Barclays Receivables Financing Agreement
and the Barclays Term Facility Agreement described in paragraphs 8.2(b)(A) and (B) below,
and the Receivables Financing Facility described in paragraph 8.3(b)(i) below will be
refinanced from the proceeds of the first utilisation of this facility. This facility agreement
contains a number of warranties and undertakings, including warranties in connection with the
receivables assigned to Barclays under the facility. The facility may be terminated by either
party serving on the other not less than six months’ notice. If termination occurs prior to 36
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months from the commencement date of the facility, an early termination fee will be payable.
The facility agreement includes the following events of default:
•

any breach of any of the obligor’s obligations under the facility;

•

the insolvency of any member of the CSG Group or the Carlisle Group;

•

a change of control of Impellam or any obligor granting security in favour of Barclays;
and

•

cross default of £100,000 by any security obligor.

The New Barclays Receivables Financing Agreement will be secured by fixed and floating
charges granted by Impellam on or about 14 March 2008 and certain of its UK principal
operating subsidiaries following the Effective Date. The security granted in favour of Barclays
will be first ranking security (other than in relation to the charge over the shares of Corporate
Services Group Holdings, Inc. where such charge will be third ranking behind the charged
granted to The CIT Group/Business Credit, Inc. and HSBC Trustee (C.I) Limited).
(c)

Intercreditor arrangements
A new intercreditor deed, substantially in the form of the intercreditor deed described in
paragraph 8.2(d)(i) below, will be entered into on completion of the Merger by Impellam and
those members of the CSG Group and the Carlisle Group which have created security in favour
of Barclays and HSBC Trustee (C.I) Limited. This new intercreditor deed will replace the
existing intercreditor deed referred to in paragraph 8.2(d)(i) of Part VI.
The intercreditor deed described in paragraph 8.2(d)(ii) below, and the share security and
intercreditor deed described in paragraph 8.2(d)(iii) below will be amended to reflect the new
Barclays Receivables Financing Agreement and the security created by certain members of the
CSG Group and the Carlisle Group in favour of Barclays.

(d)

Articles of Merger
An agreement dated 14 March 2008 between (1) Carlisle and (2) Impellam pursuant to which
Carlisle will merge with Impellam (the Articles of Merger) in accordance with the provisions
of Part VII of the IBCA so that Impellam will be the surviving company resulting from the
Merger (and Carlisle will cease to exist) and all rights, properties, obligations and liabilities of
Carlisle will vest in Impellam, subject to and in accordance with the terms of the Articles of
Merger and the Merger Plan. The Merger will become effective on registration of the Articles
of Merger with the Registrar of International Business Companies of Belize, which is currently
expected to occur on or about 6 May 2008 (the Merger Effective Date). On the Merger
Effective Date, the Carlisle Shares will be treated as having been cancelled and Carlisle
Shareholders will receive one New Impellam Share for every one Carlisle Share held by them
at 5.00 p.m. (Belize time) on the day immediately preceding the Merger Effective Date (subject
to the Carlisle Shareholders’ right to dissent to the terms of the Merger under Belizean law).

8.2

CSG Group’s material contracts
(a)

Trust Deed relating to the Notes
Corporate Services Group is the issuer of £45,000,000 10 per cent. Secured Guaranteed Notes
due 2011 (the Notes) constituted by a Trust Deed dated 29 April 2004 (as modified by a
Supplemental Trust Deed dated 27 April 2007, the Trust Deed) between Corporate Services
Group, HSBC Trustee (C.I.) Limited as Trustee and Security Trustee and the Guarantors (as
defined in the Trust Deed).
The Notes are listed on the Official List and are admitted to trading on the London Stock
Exchange. The Notes bear interest at 10 per cent. per annum payable semi-annually in equal
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instalments in arrears. The maturity date of the Notes is 29 April 2011 and the Notes may be
redeemed in whole or in part at the option of Corporate Services Group at 105 per cent. of their
principal amount plus accrued interest (if any). The Notes have the benefit of certain covenants
relating to restrictions on incurring indebtedness, making certain payments (including
dividends) and on sales of assets and subsidiary stock. In certain circumstances the holders of
the Notes have the right to require Corporate Services Group to redeem the Notes at 101 per
cent. of their principal amount plus accrued interest (if any) upon a change of control of
Corporate Services Group. The Notes benefit from subordinated guarantees from Corporate
Services Group’s principal operating subsidiaries, the guarantors of the Notes, and also from
subordinated security interests over the present and future assets of Corporate Services Group
and its principal operating subsidiaries.
The Trust Deed contains a negative pledge in respect of Corporate Services Group and its
Restricted Subsidiaries (as defined in the Trust Deed) which prohibits the creation of any
security interests over the whole or any part of the present or future undertakings, assets or
revenues of Corporate Services Group or any of its Restricted Subsidiaries subject to carve outs
for certain permitted security interests.
The principal amount of the Notes which are currently outstanding is £19,999,980.
(b)

Banking facilities and security
(A)

Barclays Receivables Financing Agreement
This facility has a maximum borrowing limit of £40,000,000. The Barclays Receivables
Financing Agreement was entered into on 27 April 2007. The facility agreement
contains a number of warranties and undertakings, including warranties in connection
with the receivables assigned to Barclays under the facility. The facility may be
terminated by either party serving on the other not less than six months’ notice. If
Corporate Services Group terminates the Barclays Receivables Financing Agreement
prior to the third anniversary of its date of execution, an early termination fee will be
payable. Barclays have confirmed that they will waive the requirement for the early
termination fee in connection with the termination of this facility agreement and its
re-financing from the proceeds of the new facility referred to in paragraph 8.1(b) of this
Part VI. The Barclays Receivables Financing Agreement includes the following events
of default:

(B)

(1)

any breach of any of the obligor’s obligations under the facility;

(2)

the insolvency of any member of the CSG Group;

(3)

a change of control of Corporate Services Group or any security obligor; and

(4)

cross default in excess of £100,000 by any security obligor.

Barclays Term Facility Agreement
This facility has a maximum borrowing limit of £10,000,000. The Barclays Term
Facility Agreement was executed on 27 April 2007 and has a term of three years. If
Corporate Services Group prepays the facility prior to the end of the term, a prepayment
fee will be payable. Barclays have confirmed they will waive the requirement for a prepayment fee in connection with the termination of this facility agreement and its refinancing from the proceeds of the new facility referred to in paragraph 8.1(b) of this
Part VI. The facility includes the following events of default:
(1)

any breach of any of Corporate Services Group’s obligations under the facility;

(2)

the occurrence of an event of default under the Barclays Receivables Financing
Agreement described above.
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The Barclays Term Facility Agreement contains the following covenants:
(1)

financial covenants;

(2)

negative pledge;

(3)

restrictions on incurring indebtedness;

(4)

restrictions on mergers and consolidations.

The Barclays Receivables Financing Agreement and Term Facility are secured by fixed
and floating charges granted by Corporate Services Group and its principal operating
subsidiaries in the UK. The security granted in favour of Barclays will be first ranking
security (other than in relation to the charge over the shares of Corporate Services Group
Holdings, Inc. where such charge will be third ranking behind the charged granted to
The CIT Group/Business Credit, Inc. and the Security Trustee).
(c)

CIT Facility Agreement
The maximum borrowing limit under the CIT Facility is $37,500,000 comprising a
$30,000,000 revolving facility and letters of credit guarantee and a $7,500,000 amortising five
year term loan. The CIT Facility Agreement was entered into on 27 April 2007 and has an
initial term of three years with automatic annual renewals thereafter unless terminated by CIT
upon sixty day’s prior notice. The borrowers may terminate the agreement at any time subject
to the payment of an early termination fee. The CIT Facility Agreement contains certain
covenants including:
(1)

financial covenants;

(2)

negative pledge;

(3)

restrictions on incurring indebtedness;

(4)

restrictions on mergers and consolidations; and

(5)

restrictions on upstream funding unless there then exists no default or event of default
(under the terms of the CIT Facility Agreement) and after giving effect to any such
payment on a pro forma basis, the borrowers would have had at least $5,000,000 in
availability under the CIT Facility Agreement for the sixty day period preceding such
payment.

The CIT Facility includes the following events of default:
(1)

breach of any warranty representation or covenant contained in the CIT Facility
Agreement, including failure to make any payment due under the CIT Facility
Agreement;

(2)

insolvency and insolvency-related events of default; and

(3)

the occurrence of either an event of default under the Notes which is not cured or waived
within any applicable grace period or the acceleration of maturity of the Notes.

The CIT Facility Agreement is secured as follows:
(1)

a first priority lien over certain assets of each of Corestaff Services LLP, Corestaff
Support Services, Inc. and Comensura, Inc.;

(2)

first priority pledges from Corporate Services Group Holdings, Inc., Corestaff Partner,
LLC and Corestaff Limited, LLC over the shares or partnership interests in each of the
borrowers;
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(3)

a pledge of shares by Corporate Services Group in the shares of Corporate Services
Group Holdings, Inc.

The CIT Facility is also guaranteed by Corporate Services Group, Corestaff Partner, LLC and
Corestaff Limited, LLC.
(d)

Intercreditor arrangements
(i)

UK
The ranking and subordination of the Notes (together with the guarantees and security
securing the Notes) to the obligations of Corporate Services Group and certain of its UK
subsidiaries under the Barclays Facilities is governed by the terms of a UK intercreditor
deed dated 27 April 2007.

(ii)

US
The ranking and subordination of the Notes (together with the guarantees and security
securing the Notes) to the obligations of the Corporate Services Group and its US
subsidiaries under the CIT Facility Agreement referred to in paragraph 8.2(c) of this Part
VI is governed by the terms of a US intercreditor agreement dated 29 April 2004 and
supplemented on 27 April 2007.

(iii)

Share security and intercreditor deed
The ranking of the security in respect of the shares in Corporate Services Group
Holdings Inc. securing the obligations of Corporate Services Group and certain of its
UK subsidiaries under the Barclays Facilities (as described in paragraphs 8.2(b)(A) and
(B) above) and the obligations of the Corporate Services Group and its US subsidiaries
under the US Facility is governed by the terms of a security sharing and intercreditor
deed dated 27 April 2007.

(e)

Rate Collar Confirmation Agreement
Corporate Services Group entered into an interest rate collar agreement with Barclays, pursuant
to a 1992 ISDA Master Agreement.
The effective date of the collar is 30 May 2007 and the termination date is 30 May 2010. The
collar relates to a notional amount of £10,000,000. The notional amount shall be reduced by an
amount equal to the amount of the Barclays Term Facility Agreement prepaid or repaid.
Barclays will make payments to Corporate Services Group calculated by reference to the
notional amount if GBP-LIBOR-BBA rises above 7.00 per cent. per annum. Corporate
Services Group will make payments to Barclays calculated by reference to the notional amount
if GBP-LIBOR-BBA falls below 5.59 per cent. per annum. The collar has quarterly payment
dates. The following are events of default under the collar:

(f)

(1)

cross default;

(2)

prepayment, repayment, cancellation or expiration of the Barclays Term Facility
Agreement; and

(3)

the occurrence of an event of default under the Barclays Term Facility Agreement.

Acquisition of Chrysalis Community Care Limited
A sale and purchase agreement dated 7 June 2007 pursuant to which Blue Arrow Care Limited
(which is a member of the Group) acquired the entire issued share capital of Chrysalis
Community Care Limited from: (i) Charles Mark Dorman Tilling; (ii) Sheila May Hall; and
(iii) Mary Anne Owen. The aggregate consideration payable by Blue Arrow Care Limited was
£1,409,412.50. This agreement contained customary warranties and indemnities.
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(g)

Irrevocable undertakings
Corporate Services Group received the following irrevocable undertakings granted to
Corporate Services Group, to vote in favour (or otherwise procure the vote) of the Scheme at a
meeting to be convened by the Court in connection with the Scheme and the Resolution:
•

an irrevocable undertaking from Dresdner VPV NV dated 5 February 2008 pursuant to
which Dresdner VPV NV undertook to vote (or procure the vote) in favour of the Scheme
and the Resolution (or, in the event that the Acquisition is implemented by way of a offer,
to accept such offer) in respect of 261,377,384 Corporate Services Group Shares.

•

an irrevocable undertaking from Lord Ashcroft dated 6 February 2008 pursuant to which
Lord Ashcroft undertook to procure that Velvet Hights Limited (a company in which
Lord Ashcroft is interested) will vote favour of the Resolution in respect of 319,737,682
Corporate Services Group Shares. The irrevocable undertaking also confirms that Lord
Ashcroft will procure the vote of the Carlisle Shares in which he has an interest to
approve the Merger and will procure that Impellam gives an undertaking to the Court to
be bound by the Scheme.

The undertaking referred to above from Dresdner VPV NV will cease to be binding if: (i)
Impellam has not announced a firm intention to effect the Acquisition on or before 30 April
2008; (ii) the final terms of the Acquisition are that Corporate Services Group Shareholders
receive, in aggregate, a consideration of Impellam Shares equivalent to less than 47 per cent.
of the Enlarged Impellam Share Capital; or (iii) Corporate Services Group receives a higher
price for the whole of the issued and to be issued share capital of Corporate Services Group
from a third party.
The irrevocable undertakings referred to above from Lord Ashcroft will lapse in the same
circumstances as the undertaking entered into by Dresdner VPV NV as described above, save
that the undertaking given by Lord Ashcroft shall also lapse if the Scheme and Merger have not
become effective by 31 May 2008.
In addition to the irrevocable undertakings specifically referred to above, Lord Ashcroft has
undertaken not to sell, transfer, charge, encumber, grant any option over or otherwise dispose
of (or permit the sale, transfer, charging or other dispositions or creation or grant of any other
encumbrance or options on or over) any Corporate Services Group Shares in which he is
interested other than pursuant to the Scheme until the Scheme becomes effective or otherwise
lapses as described above. Dresdner VPV NV has also undertaken not to dispose of its
Corporate Services Group Shares until after the General Meeting.
8.3

Carlisle Group’s material contracts
(a)

Acquisitions
(i)

A sale and purchase agreement dated 15 December 2006 pursuant to which Carlisle
Group plc acquired all the issued B shares of Chadwick Nott (Holdings) Limited from:
(i) Simon Chadwick; (ii) Justin Nott; (iii) Gillian Lesley McNab; (iv) Charles Gordon
Elderton and (v) Acraman (430) Limited, with the vendors retaining the remaining C
shares in issue. The maximum aggregate consideration payable by Carlisle Group plc
was £11,500,000 as adjusted following completion of the agreement. The agreement
contained customary warranties and indemnities.

(ii)

A sale and purchase agreement dated 19 December 2007 pursuant to which Carlisle Group
plc acquired the entire issued share capital of Kennedy Clayton Limited from Matthew
Paul Clayton. The initial consideration payable by Carlisle Group plc was £750,000 to be
adjusted following completion of the agreement on a pound for pound basis for changes
in the working capital, net cash and net assets. The maximum aggregate consideration
payable by Carlisle Group plc was £1,500,000 as adjusted following completion of the
agreement. The agreement contained customary warranties and indemnities.
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(b)

Banking facilities and security
(i)

Receivables Financing Facility
This facility has a maximum borrowing limit of £35,000,000 (the Facility Limit). The
facility was entered into on 24 January 2008 between a number of trading companies
within the Carlisle Group (the Borrowers) and Barclays which consolidated debts owed
by the Borrowers. The facility contains a number of warranties and undertakings,
including warranties in connection with the receivables assigned to Barclays under the
facility. The facility may be terminated by either party serving on the other not less than
six months’ notice. If the Borrowers terminate the facility prior to the first anniversary
of its date of execution, an early termination fee of 3 per cent. of the Facility Limit will
be payable. Barclays have confirmed that they will waive the requirement for an early
termination fee in connection with the termination of this facility agreement and its
re-financing from the proceeds of the new facility agreement referred to in paragraph
8.1(b) of this Part VI. The facility includes the following events of default:

(ii)

(1)

any breach of any of the obligor’s obligations under the facility;

(2)

the insolvency of any member of the Carlisle Group;

(3)

a change of control of the Borrowers; and

(4)

cross default of £100,000 by any security obligor.

Bonds, Guarantees and Indemnities Facility
An agreement dated 23 January 2008 was entered into between the Borrowers and
Barclays to provide: (i) a foreign currency overdraft for S.COM Group Limited and
Professional Staff Limited with interest charged at 1.50 per cent. per annum over
Barclays’ call loan rate from time to time; and (ii) bonds, guarantees and indemnities on
behalf of the borrowers to Carlisle Group plc, Carlisle Cleaning Services Limited,
Carlisle Staffing Services Limited and Carlisle Public Sector Services Limited for an
aggregate amount of £1,459,100. Amounts advanced under the facility were secured by
existing security. No fee was payable. The review date of the facility is 30 June 2008.

(iii)

Overdraft facility
An agreement dated 23 January 2008 was entered into between the Borrowers and
Barclays to provide an overdraft facility of up to £20,000,000 at a margin of 1.50 per
cent. per annum which could be increased by a further £3,000,000 (the Standby
Amount) under certain conditions which include:
(1)

that there was no event of default under the Receivables Financing Facility;

(2)

that the Receivables Financing Facility has not been terminated; and

(3)

that the aggregate of all the amounts advanced under the Receivables Financing
Facility and the Standby Amount shall not exceed £35,000,000.

Amounts advanced under the overdraft facility were secured by existing security. The
review date of the facility is 30 June 2008.
(iv)

Asset finance facility
An agreement dated 13 January 2005 was entered into between Carlisle Group plc and
Barclays to provide finance of up to £1.5 million for the acquisition of new industrial
cleaning equipment. Drawdown was available from 5 April 2005 and the agreement has
a term of three years for the acquisition of steam cleaners (which expired in January
2008) and five years for the acquisition of floor scrubbers (which expires in January
2010). Both amounts were secured by the existing security that was provided under the
facility agreements described above.
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9.

DIRECTORS’ AND PROPOSED
APPOINTMENT LETTERS

DIRECTORS’

SERVICE AGREEMENTS AND

A summary of (a) the main terms of the appointment or employment of the Directors and Proposed Directors
and (b) the proposed new arrangements to be entered into with the Company by the Directors (with effect
from 3 March 2008) and Proposed Directors (with effect from Completion) are set out below.
9.1

Richard Bradford
Mr Bradford was appointed a director of Carlisle Group Limited with effect from 27 July 2005
confirmed by way of memo to Mr Bradford from Philip T Osborne of the same date. Mr Bradford is
currently Chief Executive Officer of Carlisle.
Richard Bradford is currently employed by Carlisle Staffing Services Limited under a service
agreement dated and effective as of 1 December 1997 which provides for his appointment as
Managing Director of Carlisle Staffing Services Limited. Mr Bradford’s current salary under his
service agreement is £307,500 per annum. Mr Bradford is entitled to bonus payments on terms as are
agreed from time to time in writing. Mr Bradford is also entitled to receive private medical insurance,
life insurance, disability insurance and a company car. Carlisle Staffing Services Limited also pays
pensions contributions of 10 per cent. of his base salary from time to time into his personal pension
arrangements. Mr Bradford’s appointment may be terminated by either party giving not less than 12
months’ prior written notice and there is no provision for payment in lieu of notice. The agreement
provides for post-employment restrictive covenants for a period of 12 months following termination.
There are no predetermined special provisions with regard to compensation in the event of loss of
office.
Mr Bradford has been appointed as a director of Impellam and it is intended that Mr Bradford will
serve Impellam as its Group Chief Operating Officer. Mr Bradford’s service contract with Carlisle
Staffing Services Limited will not be affected by Completion. In addition, Mr Bradford will receive
an ex-gratia payment of £250,000 on Completion and a further payment of £150,000 if he is still
employed by the Enlarged Impellam Group on the expiry of nine months from Completion.

9.2

Andrew Burchall
Corporate Services Group entered into a service agreement dated and effective as of 10 September
2007 with Andrew Burchall which provides for his appointment as an executive director of Corporate
Services Group. Mr Burchall’s salary for his services as Group Finance Director is £200,000 per
annum (reviewable annually).
The agreement shall terminate on Mr Burchall’s 65th birthday (subject to applicable laws and
regulations). Mr Burchall is entitled to a performance related bonus, which is within the board of
Corporate Services Group’s absolute discretion. Mr Burchall is also entitled to receive benefits
generally available to the employees including participation in private health insurance, life assurance
and permanent health insurance. Corporate Services Group also pays pensions contributions of 12.5
per cent. of his base salary from time to time into his personal pension arrangements. Mr Burchall is
also entitled to be reimbursed all reasonable expenses properly incurred by him in the proper
performance of his duties. Mr Burchall’s appointment may be terminated by either party giving not
less than 12 months’ prior written notice, and a payment in lieu of notice may be made. Further, his
appointment may be terminated with immediate effect and without notice if Mr Burchall is unable to
perform his duties due to incapacity for (in aggregate) 20 days out of any year of employment from 1
April to 31 March. Mr Burchall’s agreement contains provision entitling Corporate Services Group to
place him on “garden leave”. The agreement provides for post-employment restrictive covenants for
a period of 6 months following termination. There are no predetermined special provisions with
regard to compensation in the event of loss of office.
It is intended that Mr Burchall will enter into a new service agreement with Impellam as Group
Finance Director on substantially the same terms and conditions as those contained in his current
service agreement with Corporate Services Group.
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9.3

Adrian Carey
Corporate Services Group entered into a letter of appointment dated 25 February 2008 with Mr Carey
under which his services as non-executive director to Corporate Services Group are procured. The
appointment is envisaged to be for a year, subject to re-election and continued board approval.
Following this period, his appointment is subject to continued board approval. Mr Carey’s time
commitment is anticipated to be one day per month for board meetings plus one day per year for
AGMs (plus preparation time). The annual fee received under this arrangement is £36,750 per annum
and additional fees will be payable for any meetings that Mr Carey is requested to attend outside the
regular pattern of meetings and for other additional work. Mr Carey also receives £5,000 per annum
in connection with his position as Chairman of Corporate Services Group’s nominations committee.
Additionally, Mr Carey is entitled to be paid all reasonable expenses properly incurred in the
performance of duties. The agreement may be terminated by either party giving not less than three
months’ written notice. There are no predetermined special provisions with regard to compensation in
the event of loss of office.
It is intended that Mr Carey will enter into a new letter of appointment with Impellam on substantially
the same terms and conditions as those contained in his current letter of appointment with Corporate
Services Group.

9.4

Desmond Doyle
Corporate Services Group entered into a service agreement effective as of 11 February 2003 with
Desmond Doyle which provides for his appointment as an executive director of Corporate Services
Group. Mr Doyle’s salary for his services as Group Chief Executive Officer is £310,000 per annum
(reviewable annually).
The agreement shall terminate on the last day in the month in which Mr Doyle reaches the age of 65
(subject to applicable laws and regulations). Mr Doyle is entitled to a performance related bonus,
which is within the board of Corporate Services Group’s absolute discretion. Mr Doyle is also entitled
to the benefit of a company car (or, at Mr Doyle’s election, a car allowance), and benefits generally
made available to all employees, including life insurance, private health insurance and permanent
health insurance. Corporate Services Group pays pensions contributions of 15 per cent. of his base
salary (from time to time) into his personal pension arrangements. Mr Doyle is also entitled to be
reimbursed all reasonable expenses properly incurred by him in the proper performance of his duties.
Mr Doyle’s appointment can be terminated by either party on not less than 12 months’ prior written
notice, in which case a payment in lieu of notice may be made (which may include a payment in lieu
of benefits and possible bonus). Further his appointment may be terminated after 180 days’ (whether
or not consecutive) absence due to incapacity in any period of 12 months. Mr Doyle’s agreement
contains a provision which entitles Corporate Services Group to place him on “garden leave”,
following a notice of termination being given or on Mr Doyle’s resignation, for a maximum period of
six months during which period he will be entitled to his salary and contractual benefits. The
agreement also provides for post-employment restrictive covenants for a period of six months
following termination or the commencement of any period of garden leave. There are no
predetermined special provisions with regard to compensation in the event of loss of office.
It is intended that Mr Doyle will enter into a new service agreement with Impellam as Group Chief
Executive Officer on substantially the same terms and conditions as those contained in his current
service agreement with Corporate Services Group.

9.5

Noël Harwerth
Corporate Services Group entered into a letter of appointment dated 7 September 2007 with Noël
Harwerth under which her services as a non-executive director to Corporate Services Group are
procured. Ms Harwerth is Acting Chairman of Corporate Services Group and Senior Independent
Director. The appointment is envisaged to be for an initial period of one year subject to re-election and
continued board approval and will continue thereafter, subject to continued board approval. Ms
Harwerth’s time commitment is one day per month for board and committee meetings plus one day per
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year for AGMs (plus preparation time plus additional days necessary to fulfill her duties as Acting
Chairman). The annual fee received under this arrangement is £73,500 per annum and additional fees
are payable for any meetings which Ms Harwerth is requested to attend outside the regular pattern of
meetings and for other additional work. Ms Harwerth is also Chair of the Corporate Services Group
audit committee and receives a further £10,000 per annum in respect of this position. Additionally, Ms
Harwerth is entitled to be paid all reasonable expenses properly incurred in the performance of duties.
Ms Harwerth’s appointment may be terminated by either party giving three months’ written notice.
There are no predetermined special provisions with regard to compensation in the event of loss of office.
It is intended that Ms Harwerth will enter into a new letter of appointment with Impellam on
substantially the same terms and conditions as those contained in her current letter of appointment
with Corporate Services Group.
9.6

Kevin Mahoney
Mr Mahoney was appointed non-executive Chairman of Carlisle at a meeting of the directors on
12 September 2007. The terms of his appointment are as set out in his letter of appointment dated
14 September 2007. The fee received by Mr. Mahoney under this arrangement is £25,000 per annum.
There are no provisions governing the termination of Mr Mahoney’s appointment and there are no
predetermined special provisions with regard to compensation in the event of loss of office.
Mr Mahoney has been appointed Non-Executive Chairman of Impellam and it is intended that Mr
Mahoney will enter into a new letter of appointment with Impellam on substantially the same terms
and conditions as the other non-executive directors of Impellam (see paragraphs 9.3, 9.5, 9.8 and 9.9).

9.7

John Rowley
Corporate Services Group entered into a service agreement dated 28 January 2005, which was
effective as of 1 February 2005 with John Rowley which provides for his appointment as an executive
director of Corporate Services Group. Mr Rowley’s salary for his services as Group Development
Director is £113,558 per annum (reviewable annually). Mr Rowley is entitled to a performance related
bonus, which is within the board of Corporate Services Group’s absolute discretion. Pursuant to the
agreement, Mr Rowley works 2 days per week but additionally agrees to work any additional hours
as may be reasonably necessary to perform his duties. Mr Rowley is entitled to receive benefits
generally made available to employees including participation in private health insurance and life
insurance. Mr Rowley is also entitled to a car allowance. Corporate Services Group also pays pensions
contributions of £27,037.50 per annum into his personal pension arrangements. Mr Rowley is also
entitled to be reimbursed all reasonable expenses properly incurred by him in the proper performance
of his duties. Mr Rowley’s appointment may be terminated by either party giving not less than 12
months’ prior written notice, and a payment in lieu of notice may be made. Further, his appointment
may be terminated on one months’ prior written notice if Mr Rowley is unable to perform his duties,
due to incapacity, for 28 days out of any period of 365 days. Mr Rowley’s agreement contains
provision entitling Corporate Services Group to place him on “garden leave” for a maximum period
of six months. The agreement provides for post-employment restrictive covenants for a period of 12
months following termination or the commencement of garden leave. There are no predetermined
special provisions with regard to compensation in the event of loss of office.
It is intended that Mr Rowley will enter into a new service agreement with Impellam as Group
Development Director on substantially the same terms and conditions as those contained in his current
service agreement with Corporate Services Group save that post-employment restrictive covenants
will be for a period of 6 months following termination.

9.8

Valerie Scoular
Corporate Services Group entered into a letter of appointment dated 7 September 2007 with
Ms Scoular under which her services as non-executive director to Corporate Services Group are
procured. The appointment is for a period of one year, subject to re-election and continued board
approval and will continue thereafter, subject to continued board approval. Ms Scoular’s time
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commitment is one day per month for board and committee meetings plus one day per year for AGMs
(plus preparation time). The annual fee received under this arrangement is £36,750 per annum and
additional fees are payable for any meetings which Ms Scoular is requested to attend outside the
regular pattern of meetings and for other additional work. Ms Scoular also receives £5,000 per annum
in connection with her position as Chairperson of Corporate Services Group’s remuneration
committee. Additionally, Ms Scoular is entitled to be paid all reasonable expenses properly incurred
in the performance of duties. The agreement may be terminated by either party giving not less than
three months’ written notice. There are no predetermined special provisions with regard to
compensation in the event of loss of office.
It is intended that Ms Scoular will enter into a new letter of appointment with Impellam on
substantially the same terms and conditions as those contained in her current letter of appointment
with Corporate Services Group.
9.9

Andrew Wilson
Corporate Services Group entered into a letter of appointment dated 7 September 2007 with
Mr Wilson under which his services as a non-executive director to Corporate Services Group are
procured. The appointment is for a period of one year, subject to re-election and continued board
approval. Mr Wilson’s time commitment one day per month for board meetings plus one day per year
for AGMs (plus preparation time). The annual fee received under this arrangement is £36,750 per
annum and additional fees are payable for any meeting which Mr Wilson is requested to attend outside
the regular pattern of meetings and for other additional work. Further, Mr Wilson is entitled to be paid
all reasonable expenses properly incurred in the performance of duties. The agreement may be
terminated by either party giving not less than three months’ written notice. There are no
predetermined special provisions with regard to compensation in the event of loss of office. Mr
Wilson’s appointment letter stipulates that, by virtue of his association with Lord Ashcroft, he is not
an independent director.
It is intended that Mr Wilson will enter into a new letter of appointment with Impellam on
substantially the same terms and conditions as those contained in his current letter of appointment
with Corporate Services Group.

9.10 Save as set out in this paragraph 9 there are no service agreements, consultancy agreements or letters
of appointment in existence or proposed between the Directors or the Proposed Directors and any
member of the Enlarged Impellam Group which provide for benefits upon termination of employment
(other than statutory compensation).
10.

SPECIAL PURPOSE UNAUDITED FINANCIAL INFORMATION ON IMPELLAM

The unaudited balance sheet of Impellam as at 4 March 2008, is as follows:
£’000
Current assets
Cash and cash equivalents (note 4)

50
––––––––
50

Total assets

––––––––

Represented by
Share capital (note 3)

50
––––––––
50

Total shareholders’ equity

––––––––
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Notes to the special purpose unaudited financial information
1.

Basis of preparation
The special purpose unaudited financial information set out above is based on the financial records of
Impellam as at 4 March 2008. The special purpose unaudited financial information has been prepared
in accordance with the requirements of the AIM Rules for Companies and the accounting policies set
out in note 2 below.
No income statement has been prepared as Impellam had not commenced trading at the balance sheet
date and had not earned or incurred any income or expenses. In addition, there has been no other
recognised income or expenses to that date.
Cashflow statement:
On incorporation, Impellam issued 100 ordinary shares of one penny each and, on 4 March 2008,
Impellam issued 49,999 redeemable preference shares of £1 each for an aggregate cash consideration
of £50,000 (note 3). There were no other cash flows in the period.
The Directors are responsible for preparing the special purpose unaudited financial information in
accordance with International Financial Reporting Standards as adopted by the European Union.
Impellam was incorporated in the United Kingdom (England and Wales) on 21 February 2008
(registered number 6511961). Save for entering into the agreements referred to in paragraph 8.1 of
this Part VI, Impellam has not commenced trading. Impellam has not prepared financial statements
for presentation to its members and has not declared or paid a dividend.

2.

Accounting policies
The balance sheet has been prepared in accordance with International Financial Reporting Standards
as adopted by the European Union, including interpretations from the International Financial
Reporting Interpretations Committee. The preparation of the special purpose financial information has
not required the application of significant judgement or estimates by management.

3.

Share capital
Impellam was incorporated with an authorised share capital comprising 3,000,000,000 ordinary
shares of one penny each and 49,999 redeemable preference shares of £1 each.
On 3 March 2008, 100 ordinary shares of one penny each and, on 4 March 2008, 49,999 redeemable
shares of £1 each were allotted by Impellam to companies in which Lord Ashcroft is interested for a
cash consideration of £50,000.

4.

Cash and cash equivalents
The cash and cash equivalents balance is held on a client deposit account at Impellam’s lawyers.

11.

WORKING CAPITAL

In the opinion of the Directors and Proposed Directors, having made due and careful enquiry, after taking
into account existing bank and other facilities, the working capital available to the Enlarged Impellam Group
will be sufficient for its present requirements, that is, for at least the next twelve months from the date of
Admission.
12.

LITIGATION

12.1 Litigation relating to Impellam
There are no governmental, legal or arbitration proceedings (including such proceedings which are
pending, threatened of which Impellam is aware) during the 12 months immediately preceding the
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date of this document which may have, or have had a significant effect on the financial position or
profitability of Impellam.
12.2 Litigation relating to Corporate Services Group
There are no governmental, legal or arbitration proceedings (including such proceedings which are
pending, threatened of which Corporate Services Group is aware) during the 12 months immediately
preceding the date of this document which may have, or have had a significant effect on the financial
position or profitability of Corporate Services Group and/or the CSG Group.
12.3 Litigation relating to Carlisle
There are no governmental, legal or arbitration proceedings (including such proceedings which are
pending, threatened of which Carlisle is aware) during the 12 months immediately preceding the date
of this document which may have, or have had a significant effect on the financial position or
profitability of Carlisle and/or the Carlisle Group.
13.

SIGNIFICANT CHANGE

13.1 Impellam
There has been no significant change in the financial or trading position of Impellam since 4 March
2008, being the date to when the special purpose unaudited financial information on Impellam set out
in paragraph 10 of this Part VI was prepared.
13.2 Corporate Services Group
There has been no significant change in the financial or trading position of CSG Group since 31
December 2007, being the date to when CSG Group audited financial information set out in Part IV
was prepared.
13.3 Carlisle
There has been no significant change in the financial or trading position of Carlisle Group since 31
December 2007, being the date to when Carlisle Group’s unaudited consolidated financial information
as set out in Part III (C) was prepared.
14.

GENERAL INFORMATION

14.1 Save as set out in this document, there are no patents or other intellectual property rights, licences or
particular contracts which are of fundamental importance to the Enlarged Impellam Group’s business.
14.2 So far as the Company is aware there are no environmental issues that may affect the utilisation of the
Enlarged Impellam Group’s tangible fixed assets.
14.3 Save as disclosed in this document, no persons (excluding professional advisers otherwise disclosed
in this document and trade suppliers) have received, directly or indirectly, from Impellam in the 12
months preceding the date of this document and no persons have entered into contractual
arrangements to receive, directly or indirectly, from Impellam on or after Admission any of the
following:
(a)

fees totalling £10,000 or more;

(b)

securities in Impellam with a value of £10,000 (calculated by reference to the issue price of
Impellam Shares) or more; or

(c)

any other benefit with a value of £10,000 or more at the date of Admission.

14.4 Save as disclosed in this document, no related party transactions have been entered into by Impellam
from 3 March 2008 (being the date of its incorporation) until 13 March 2008 (being the latest
practicable date prior to publication of this document).
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14.5 Cenkos and Capita Registrars Limited have given and not withdrawn their respective written consent
to the issue of this document with the inclusion of the references to their respective names in the form
and context in which they appear.
14.6 PricewaterhouseCoopers LLP has given and not withdrawn its written consent to the inclusion of its
Accountants’ Report in Part III (A) of this document in the form and context in which it is included.
14.7 Copies of this document and the Circular will be available free of charge at the offices of Allen &
Overy LLP, One Bishops Square, London E1 6AO and at the offices of Mayer Brown International
LLP, 11 Pilgrim Street, London EC4V 6RW during normal business hours on any weekday (Saturday,
Sunday and public holidays excepted) for at least one month from the date of Admission in
accordance with Rule 3 of the AIM Rules for Companies.
14.8 Where information in this document has been sourced from a third party, the source has been given
along with the information, it has been accurately, reproduced and, so far as the Company is aware
and able to ascertain from information published by that third party, no facts have been omitted which
would render the reproduced information inaccurate or misleading.
15.

DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents will be available for inspection, during normal business hours, on any
weekday (Saturdays, Sundays and public holidays excepted) at the offices of Allen & Overy LLP, One
Bishops Square, London E1 6AO and at the offices of Mayer Brown International LLP, 11 Pilgrim Street,
London EC4V 6RW until Admission:
(a)

the Memorandum and the Articles of the Company;

(b)

the material contracts referred to in paragraph 8 above;

(c)

the Merger Plan and the IBCA; and

(d)

the consent letters referred to in paragraphs 14.5 and 14.6 above.

Dated 14 March 2008
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