




Penna Consulting Plc 
Annual Report 2010

Penna Consulting Plc  1

Penna Consulting plc

Highlights

Revenue up 72% to £108.5m (2009: £63.2m) and net revenues up 19% to £50.9m (2009: £42.6m)

Pre tax profits before exceptional items up 22% to £7.3m (2009: £6.0m), pre tax profit post
exceptional items £3.6m (2009: £6.0m)

Like for like revenues £62.3m (2009: £63.2m) and pre tax profit before exceptional items £6.6m
(2009: £6.0m, up 10%)

Cash at year end £5.3m (31 March 2009: £8.9m)

No bank debt, balance sheet remains strong

Final dividend maintained at 4p (2009: 4p); total dividend for the year up 17% to 7p (2009: 6p)

Diluted earnings per share (before exceptional items) 19.3p (2009: 17.1p)

Operational Highlights

Barkers acquired in June 2009 for £8.6m in cash; integration has gone smoothly and is now complete

Reorganisation of business into four service groups: HR Consulting, Recruitment & Marketing
Communications, Resourcing and Executive Recruitment & Interim

Business being impacted by the recent announcement by the Coalition Government of its intention
to freeze recruitment in the public sector



Chairman’s review

We have completed a very successful year with strong profit growth and we
have also taken significant steps towards achieving our strategy to become the
leading HR services firm in the UK.

Revenue for the year ended 31 March 2010 was up 72% to £108.5m (2009:
£63.2m). Net revenues increased 19% to £50.9m (2009: £42.6m) and profit
before tax (before non-recurring exceptional items) increased by 22% to 
£7.3m (2009: £6.0m). 

At the same time as delivering this excellent financial performance the Group
completed the acquisition of Barkers, which doubled Penna’s revenues and 
has great potential for the future. Barkers was acquired in late June 2009 to
complement and extend Penna’s existing businesses and give access to a 
wider range of clients. In the nine months trading since its acquisition, Barkers
produced revenue of £46.2m, net revenue of £10.5m and a profit before tax 
of £0.7m.

Following the Barkers acquisition we have organised the enlarged company 
into four service groups, namely HR Consulting, Recruitment & Marketing
Communications, Resourcing and Executive Recruitment & Interim, each led by a
Managing Director reporting directly to the Chief Executive. Each of these service
groups has traded profitably this year and has strong long term prospects.

Penna’s businesses are highly cash generative and our balance sheet is strong.
We have no bank debt and facilities established in 2007 remain undrawn.
Acquisition costs and the costs of subsequent reorganisation and relocation were
paid out of cash reserves, yet cash at the period end was £5.3m (2009: £8.9m).

Dividends

An interim dividend of 3p per share (2009: 2p) was paid on 5 March 2010. 
The Board is recommending a final dividend of 4p per share making a total
dividend for the year of 7p (2009: 6p). The proposed final dividend will be
payable on 29 October 2010 to shareholders on the register on 1 October 2010.

Outlook

The Group has been successfully reorganised to accommodate the acquisition
of the Barkers business and is focussed on delivering profitable growth in 
each of its four service groups; HR Consulting, Recruitment & Marketing
Communications, Resourcing and Executive Recruitment & Interim. 

The last three of these service groups provide recruitment and related services
and together account for two thirds of Group revenues of which approximately
half is in the Public sector. During the election period a number of government
recruitment projects were put on hold and this has been followed by the
announcement from the Coalition Government of its intention to freeze
recruitment across central government. Consequently we expect a significant
reduction of revenue from these service groups during the new company year.
We are therefore making significant adjustments to our cost base to ensure our
cost structure fully reflects the anticipated levels of business activity during this
time. We are confident that these three service groups will be well positioned to
expand rapidly when market conditions improve.

Meanwhile the majority of our profits will continue to come from our Career
Transition business within the HR Consulting service group. Penna is the 
UK’s leading supplier of Career Transition services to organisations and their
employees, enabling them to effectively manage the process of change in 
the workplace. We assist employers in handling all aspects of redundancy
programmes and we provide support to their ex-employees to ensure that they
successfully embark on new careers. 

We are currently working with a large number of organisations as they plan 
the implementation of the Coalition Government’s policy to restructure the
whole of the UK’s Public Sector. These programmes will, however, take time to
organise and to proceed through the process of consultation and negotiation.
We therefore expect that any significant contribution to our trading
performance will be seen towards the end of the current year.

The combination of these factors is expected to impact our business in the first
half of the current year and, as a result, there will be only marginal profits in
this period. However, we expect a much stronger performance in the second
half of the current financial year, as downsizing projects in the public sector 
are implemented and recruitment in the private sector continues to recover.

The current year will be challenging for all UK recruitment businesses and we
believe that because Penna has a major Career Transition business we are in 
a stronger position than many of our competitors in the HR services sector. 

Stephen Rowlinson

Chairman

6 July 2010.
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Penna HR Consulting

Penna HR Consulting is a leader in Assessment, Management Development,
Executive Coaching, Organisational Design and is the UK’s largest Career
Transition consultancy. Penna provides consultancy services across a broad range
of sectors including financial services (35% of net revenues), the public sector
(12%), telecoms, media and technology (11%), and professional services (10%).
Services are procured by HR Directors normally on a project basis under preferred
supplier agreements that are typically renewed every two to three years.

Penna HR Consulting employs approximately 152 people and reported revenues
of £35.3m (2009: £36.9m), and generated operating profits of £6.4m (2009:
£6.3m) on net revenues of £33.5m (2009: £35.4m). The majority of Penna’s
consultancy services are delivered by highly skilled, Penna trained, self
employed associates. These associates enable the company to meet the specific
needs of clients as demand changes and, together with the use of temporary
office space and the extensive use of technology, ensures the business
maintains a flexible cost structure.

Penna’s HR Consulting service group provides a wide range of services in the
UK and across the globe. We have permanent offices in Ireland, Spain and
Sweden and have delivered services to clients such as Barclays, RBS and
Hewlett Packard in over 30 countries.

Penna has provided career transition and downsizing consultancy to the public
sector for many years with projects such as the abolition of the Greater London
Council in the mid 1980s and a ten year project working with the Police Service
of Northern Ireland. Penna delivered career transition services to 125 public
bodies in the current financial year.

The new Coalition Government’s policy to restructure the whole of the UK’s
Public Sector represents a major opportunity for Penna to assist local and
central government with their need to reduce costs in the coming years through
organisational change and effective downsizing. Penna is in active talks with 
a number of public bodies to provide career transition services. We are also
establishing alliances with the major outsourcing businesses to provide content
for their public sector clients. 

Penna Recruitment and Marketing Communications

Penna Recruitment and Marketing Communications is the UK’s largest
Recruitment Advertising Agency, creating candidate attraction strategies using
print, digital and other media. These include attraction, engagement, employer
branding or reputation management, in more specific areas such as graduate and
student marketing, social media strategy and candidate management for clients.
These services are typically provided under long term arrangements with clients.

The business continues to migrate to web based services and project solutions,
with 58% of net revenues derived from digital services as opposed to
traditional print media.

Clients include major UK and international blue chip companies and public
sector and government organisations. The private sector accounts for
approximately 35% of net revenues with approximately 250 current clients. 
We expect increased revenues from the private sector as organisations 
increase their recruitment activity as the economy recovers. The public 
sector has historically been a significant user of recruitment advertising and
communication services. Whilst the current government policy of an effective
freeze on recruitment across central government represents a short term trading
challenge, in the longer term our market leading position in this area positions
us well to support organisations across the public sector. Our current net
revenues are split 16% central government departments, 22% local
government and 27% health and education. We provide services to over 
200 companies, 50 central government departments, 40 universities and 
30 local government authorities.

The service group produced many hundreds of campaigns during the year. 
Some examples are award winning recruitment advertising for O2, using 
digital and non-traditional channels; a graduate recruitment project for Aviva; 
a training and development project for Reed Elsevier which is now being rolled
out across US and EMEA and a BBC project involving website design and
production and a wide range of digital media advertising.

In the period under review, Recruitment and Marketing Communications
reported revenues of £43.7m (2009: £5.3m), net revenues of £8.1m (2009:
£1.2m) and £0.4m of operating profit (2009: loss £0.1m). The service group
has 97 London based employees and 45 located in regions across the UK. 
As part of the integration of the Barkers acquisition, teams from Barkers have
moved into Penna’s existing offices in Edinburgh, Leeds and will soon do so in
Birmingham. New leases have been negotiated on favourable terms in London,
Bristol, Slough and Wilmslow.

In the short term we expect there to be reduced revenues from public bodies 
as spending plans are reviewed. Our strategy is to ensure that this part of the
Group will operate profitably at much lower levels of turnover than those seen
in recent years. Our staffing levels, office costs and all other overheads are
organised around this principle. When the market recovers we will be ready 
to respond immediately and to grow rapidly.

Revenues Net revenues Operating profit (loss)*

2010 2009 2010 2009 2010 2009

HR Consulting £35.3m £36.9m £33.5m £35.4m £6.4m £6.3m

Recruitment & Marketing Communications £43.7m £5.3m £8.1m £1.2m £0.4m £(0.1)m

Resourcing £12.6m £3.4m £4.6m £1.1m £0.8m £0.4m

Executive Recruitment & Interim £16.9m £17.6m £4.7m £4.9m £0.7m £0.7m

Total £108.5m £63.2m £50.9m £42.6m £8.3m £7.3m

*Operating profit before unallocated central costs £1.0m (2009: £1.4m) and non-recurring exceptional items £3.7m (2009; nil)

Operational and Financial review
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Operational and Financial review continued

Penna Resourcing

Penna Resourcing is a leading Recruitment Solutions and Assessment practice,
transforming the way our clients recruit and retain great people to deliver 
their strategic goals. Our services include Recruitment Project Management,
Resourcing Consultancy and Talent Sourcing. Our clients range from small and
medium sized enterprises through to global organisations, and is split 50:50
across the commercial and public sectors. Resourcing projects are normally
contracted for a number of years.

During the year we delivered outsourced resourcing solutions and recruitment
management projects for over 50 clients including leading players in the
financial services, technology and telecommunications arena as well as major
assignments for Central Government under the Buying Solutions Framework.  

The Resourcing service group reported revenues of £12.6m (2009: £3.4m) 
in the year, net revenues of £4.6m (2009: £1.1m) and an operating profit of
£0.8m (£2009: £0.4m). Penna Resourcing employs approximately 70 people
based both in Penna’s offices and on-site at client premises.

As the economy recovers organisations will look for new and more effective
ways to recruit the best people and our Resourcing business is well placed 
to continue to play a leading role in this important market sector. New and
innovative methods of talent sourcing are being developed for a number of
clients in anticipation of higher levels of recruitment activity next year.

Penna Executive Recruitment and Interim

Penna Executive Recruitment and Interim is a leading Executive Search
consultancy for both the public and private sectors and its Executive Interim
team is one of the leading suppliers of executive interim managers across
Europe. Our focus on the public sector through the recession has proved an
effective strategy in maintaining volumes and we intend to expand business 
in commercial sectors as these markets improve.

Penna employs 43 people in this service group and reported revenues of
£16.9m (2009: £17.6m) in the year. The service group generated £0.7m 
(2009: £0.7m) of operating profits on net revenues of £4.7m (2009: £4.9m), 
an excellent result for the business during such difficult trading conditions.

Examples of the services carried out in the year include the recruitment and
interim leadership team for Virgin Mobile Qatar/Qtel which has now moved 
on to an international search project. Penna has completed 15 searches and 
5 interims for Stoke on Trent City Council, a client introduced to the team
through Recruitment & Marketing Communications service group. The largest
search project last year was a project for the Training & Development Agency
which resulted in a Penna hiring 32 regional managers with the whole project
completed in just three months.

Non-recurring exceptional items

Following the acquisition of Barkers in June 2009 the Group incurred £3.7m 
of costs relating specifically to the acquisition and related restructuring costs.
£1.9m was incurred in people related costs following the transfer of the
business as further reductions in headcount to the underlying revenue run-rate
were made and duplications in roles were addressed. A further £0.8m of costs
have been incurred in restructuring the group’s property portfolio. Penna has
moved the Barkers London based business into a new office at Fleet Place and
Barkers’ teams have moved into Penna properties in Edinburgh and Leeds with
plans for a similar co-location in Birmingham in mid 2010.  

Overall annual rental savings of £0.8m have been achieved. Other costs of
£1.0m include temporary increased cost of trading, IT expenditures, re-branding
and website redesign.

Taxation

The charge for the year represents 30% of profit (2009: 25%). The increase in
the effective tax rate is due to tax losses being fully utilised in the prior year. 

Dividends

An interim dividend of 3p per share (2009: 2p) was paid on 5 March 2010. 
Your Board is recommending a final dividend of 4p per share making a total
dividend for the year of 7p (2009: 6p). The proposed final dividend will be
payable on 29 October 2010 to shareholders on the register on 1 October 2010.

Earnings per share

Basic adjusted earnings per share increased 2.9p to 20.8p before acquisition
costs (2009: 17.9p) and adjusted diluted earnings per share, taking into account
the potential dilution of existing options, increased 2.2p to 19.3p (2009: 17.1p).

Balance sheet

The Group’s net assets increased by £0.7m to £22.8m (2009: £22.1m) with
retained profit of £2.5m being absorbed by the payment of £1.8m in dividends
in the year.

The Group’s trade debtors have increased to £17.2m (2009: £12.7m) with the
acquisition in June 2009 of £8.0m of Barkers’ trade debtors. Debtor days
outstanding have reduced to 44 days (2009: 59) reflecting continued tight
debtor management.

The Group had a cash balance of £5.3m at 31 March 2010 (2009: £8.9m) and
has had no debt during the financial period. Following the year end the Group
has renewed its working capital facilities with Barclays with a secured invoice
discounting facility of up to £3.0m available until June 2012. An asset finance
facility of £1.85m has also been agreed with Barclays and this remains undrawn. 

Cashflow

Cash generated from operations amounted to £13.4m as strong working
capital management was enhanced by the collection of the acquired Barkers’
trade debtors and the establishment of normal trading terms with the Barkers’
suppliers post administration. The Company paid £8.9m in cash for Barkers and
an additional £3.7m has been recognised as exceptional acquisition costs in
the period, of which £2.2m has been paid during the year.

The Group has invested in its offices to improve client space and accommodate
people from the Barkers acquisition. New properties have been fitted out at 
a cost of £3.6m in Fleet Place and Cavendish Square in London and in office
upgrades in the regions. A further £0.6m has been spent on computers and
£0.5m on capitalised software during the year.

The Company received £0.4m from employees exercising options over 386,000
shares in the year at exercise prices between 91p and 133p. The Company also
lent £0.7m to its Employee Benefit Trust in order for the trust to purchase
367,974 Penna shares to meet future share option obligations.
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Report of the directors 
for the year ended 31 March 2010

The Directors present their report and the audited accounts for the year ended
31 March 2010.

Principal Activities, Trading Review and Future Developments

The principal activity of the Group is the provision of human capital management
consultancy. A review of the Group’s activities, performance in the year, key
performance indicators and an outline of its future prospects can be found in
the Chairman’s review on page 2 and the Operational and Financial Review on
pages 3 to 4.

Profits and Dividends

The Group profit before taxation amounted to £3,583,000 (2009: £6,003,000).

The Directors recommend the payment of a final dividend of 4 pence per
Ordinary share for the year. (2009: 4p). Subject to approval at the Company’s
Annual General Meeting to be held on 23 September 2010, the dividend will
be paid on 29 October 2010 to shareholders on the Company’s register as at
the record date of 1 October 2010.

Enhanced Business Review
Risks and uncertainties

The Group operates in a competitive environment affected, amongst other
things, by the impact of macro-economic factors on the propensity for our
customers to buy the services we offer and by the activities of our competitors.

Changes in general economic conditions will affect the level of demand for
each of our services in different ways. For example adverse economic conditions
may lead to more organisations reducing staffing levels, thereby increasing 
the demand for our Career Transition services but reducing the demand for
Recruiting services. The Group’s strategy has been developed to provide a broad
range of services for our customers and to manage the cost of delivering these
services in a flexible way primarily through the use of self-employed
professionals and investing in technology.

The competitive risk arising from the activities of our competitors manifests
itself in price pressure and service development. The Group continually monitors
market prices and our bonus policies include an element based on gross margin
percentage achieved. The Group develops innovative solutions to address
clients’ needs and our service groups pride themselves on continually
developing new ideas that retains existing clients and attracts new business.

Details of financial risks are provided in note 19 to the financial statements.
Financial aspects and key performance indicators being cash position, operating
margin and revenue growth of the enhanced business review have been
incorporated in the Chairman’s Review on page 2 and the Operational and
Financial Review on pages 3 to 4.

Financial instruments

Details of the use of financial instruments by the company and its subsidiary
undertakings are contained in note 19 of the financial statements.

Directors

Directors who served during the year were:

Stephen Rowlinson, Chairman, aged 70. Stephen Rowlinson has many years
of experience of the human capital management sector from his work with
McKinsey, Korn/Ferry, Bartlett Scott Edgar and during his time as Chief
Executive of Sanders & Sidney in the early 1990’s. He joined the board in
December 2004 and became Chairman in February 2005.

Gary Browning, Chief Executive, aged 49. Gary Browning joined Penna in
2002. He was appointed Director of Operations in 2004 and joined the Board
in February 2005. Gary’s earlier career included 12 years with the WPP Group
where, from 1997 to 2002, he was Managing Director of BDG McColl Ltd. 
Gary is a Chartered Accountant and qualified with KPMG having studied for his
degree at Warwick University.

David S P Firth, FCA, Finance Director, aged 49. David Firth qualified as a
Chartered Accountant with Thomson McLintock in 1985. He joined the Board of
the Company in September 1999. Previously he was Finance Director of Parity Plc.

Sir James Harvie-Watt*†, Bt, FCA, Non-Executive Director, aged 69.
Sir James, who qualified as a Chartered Accountant with Coopers & Lybrand,
was previously Managing Director of Wembley Stadium Limited and a Director
of various other companies in the leisure sector. He is currently Chairman of
Oliver & Saunders Group Limited and he is also a Non-Executive Director of
other companies. He joined the Board of the Company in 1995.

Richard Stillwell*†, Non-Executive Director, aged 61. Richard Stillwell was,
until 2000, a member of the ICI Executive as Executive Vice-President of
Industrial Specialities. Previous appointments during a 26-year career with ICI
included Chief Executive of ICI Polyurethanes and ICI’s Human Resources and
Safety, Health and Environment Director. He was a Trustee Director of the ICI
Pension Fund. He joined the Board of the Company in January 2002. He is
Chairman of Scott Bader Company Limited and a Non-Executive Director of
Fiberweb plc, St. Ives Plc and TBI Limited. He qualified as a barrister in 2002. 

David F Banks, Non-Executive Director, aged 67. David Banks was Senior Vice
President of the Chase Manhatten Bank, President of the Financial Services
Group of Continental Grain Company, Chief Executive Officer of AT&T
Capitaland Executive Chairman of Newcourt Credit Group. He joined the Board
of the Company in December 1994 and resigned on 24 September 2009.

* Member of the Audit Committee † Member of the Remuneration Committee.

Directors’ Responsibilities

The Directors are responsible for keeping adequate accounting records which
disclose with reasonable accuracy at any time the financial position of the
Company and the Group, for safeguarding the assets of the Company, for
taking reasonable steps for the prevention and detection of fraud and other
irregularities and for the preparation of a Directors’ Report which complies 
with the requirements of the Companies Act 2006.

The Directors are responsible for preparing the annual report and the financial
statements in accordance with the Companies Act 2006. The Directors are 
also required to prepare financial statements for the Group in accordance with
International Financial Reporting Standards as adopted by the European Union
(IFRSs) and the rules of the London Stock Exchange for companies trading
securities on the Alternative Investment Market. The Directors have chosen to
prepare financial statements for the company in accordance with UK Generally
Accepted Accounting Practice.

Group financial statements

International Accounting Standard 1 requires that financial statements 
present fairly for each financial year the Group’s financial position, financial
performance and cash flows. This requires the faithful representation of the
effects of transactions, other events and conditions in accordance with the
definitions and recognition criteria for assets, liabilities, income and expenses
set out in the International Accounting Standards Board’s ‘Framework for 
the preparation and presentation of financial statements’. In virtually all
circumstances, a fair presentation will be achieved by compliance with all
applicable IFRSs. A fair presentation also requires the Directors to: 

• consistently select and apply appropriate accounting policies; 

• make judgements and estimates that are reasonable and prudent;

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

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

• prepare the financial statements on the going concern basis unless it is
inappropriate to presume that the Group and the Company will continue 
in business.
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Report of the directors continued

for the year ended 31 March 2010

Parent company financial statements

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 of the profit or loss of the Company for that period. In preparing
these financial statements, the Directors are required to:

• select suitable accounting policies and then apply them consistently;

• make judgements and estimates that are reasonable and prudent;

• prepare the financial statements on the going concern basis unless it is
inappropriate to presume that the Company will continue in business; 

• make judgements and estimates that are reasonable and prudent; and

• state whether applicable accounting standards have been followed, subject to
any material departures disclosed and explained in the financial statements. 

Financial statements are published on the Group’s website in accordance with
legislation in the United Kingdom governing the preparation and dissemination
of financial statements, which may vary from legislation in other jurisdictions.
The maintenance and integrity of the Group’s website is the responsibility of
the Directors. The Directors’ responsibility also extends to the ongoing integrity
of the financial statements contained therein.

Statement as to Disclosure of Information to Auditors 

All of the current Directors have taken all the steps that they ought to have
taken to make themselves aware of any information needed by the Company’s
auditors for the purposes of their audit and to establish that the auditors are
aware of that information. The Directors are not aware of any relevant audit
information of which the auditors are unaware.

Directors Liability Insurance

The Company has maintained insurance throughout the year to cover all Directors
against liabilities in relation to the Company and its subsidiary undertakings.

Substantial Shareholdings 

At 6 July 2010 disclosures had been made to the Company of interests (other
than holdings of Directors) in the issued share capital of the Company in excess
of 3% as follows: 

Registered
holding % of issued

000’s share capital

Gartmore Investment Management Limited 3,983 15.5%

Jeremy Hosking Esq 3,630 14.1%

Suzie Mumme 2,887 11.2%

Liontrust Asset Management Ltd 816 3.2%

Invesco Asset Management 800 3.1%

Details of Directors’ interests in the Company’s ordinary share capital are given
in the Directors’ Remuneration report on pages 10 to 12.

Employees 

We are committed to sustainable development through training and supporting
our people to genuinely care about the clients and colleagues they work with and
the communities they live in. We are committed to involving all employees in the
performance and development of the Company. Employees are sent frequent
updates on corporate activities, a review of the Group’s financial position half
yearly, monthly team updates and newsletters. The Company maintains a strong

communications network and employees and associates are encouraged to
discuss with management matters of interest and subjects affecting day to day
operations of the Company. Employees are regularly asked for feedback on their
level of engagement, via an independent survey. Actions are taken at all levels 
of the Company where issues are identified to ensure employees and associates
are fully engaged with the development of the business, which is further
facilitated through our company intranet, leadership visits and conferences.
Penna has a Consultation Forum, which consists of elected representatives from
across the business, to harness more effectively the input from employees and
associates on business issues. 

Penna aims to build a community where everyone feels welcome, valued and
respected. We are committed to ensuring equal opportunities, valuing diversity
and sustaining an inclusive environment in everything we do. 

Penna is committed to providing an environment for all people working 
or visiting its offices which is safe, healthy and complies with all statutory
requirements and codes of practice under the terms of the Health and Safety 
at Work Act 1974 and other relevant legislation.

Penna recognises that for some people the opportunity to work flexibly would
improve their ability to continue to contribute their valuable skills. Penna wants
to encourage a better work-life balance and supports flexible working for our
people as the world of work changes and more and more people have to
balance responsibilities at home and in the workplace.

Corporate Social Responsibility 

Penna has a low adverse impact on the environment. In spite of this we recognise
the need to minimise this impact wherever possible and we have implemented 
a number of initiatives to achieve this aim including recycling paper, mobile
phones, toner cartridges, IT equipment and furniture as well as an awareness
campaign around saving energy. In addition to this we actively seek to work 
with suppliers that take measures to minimise their impact on the environment.

A core element of our policy is a commitment to supporting a cause closely
aligned to our business, the development of talent. We support Career Academies
UK by providing mentors to students aged between 16-19 years old, often from
socially disadvantaged backgrounds. This initiative brings together the worlds of
business and education to powerful effect; broadening the choices students have
about their future education and career pathways.

In recognition and support of the efforts individuals make with regard to
fundraising we support employees both in terms of fundraising and time 
allowing them to partake in activities within the local community.

The Group made charitable donations of £4,105 (2009: £5,561) during the 
year under review. No political donations were made (2009: Nil).

Creditors’ Payment Policy 

It is the Group’s payment policy to obtain the best possible terms for all its
businesses and consequently there is no single policy as to the terms used. 
In general, the Group agrees with its suppliers the terms on which business will
take place and it is the Group’s policy to abide by these terms. The number of
days billing outstanding from associates and other suppliers at the end of the
financial year for the Group was 31 days (2009: 20 days). The Company had no
such creditors (2009: £nil).

Going concern

It should be recognised that any consideration of the foreseeable future
involves making a judgement, at a particular point in time, about future events,
which are inherently uncertain. At 31 March 2010 the Group was debt free,
had cash in hand of £5.3m and undrawn working capital facilities of £2.25m.
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Report of the directors continued

for the year ended 31 March 2010

The facilities available to the Group have been reviewed and compared 
to detailed cash flow forecast prepared for the period to 31 July 2011. 
The business is forecast to remain cash generative and there are no 
anticipated shortfalls in facilities against requirements.

The Directors have a reasonable expectation that the Group has adequate
resources to continue operating in the foreseeable future. On these grounds 
the Board have continued to adopt the going concern basis for the preparation
of the financial statements.

Auditors 

A resolution to re-appoint Grant Thornton UK LLP as the Group’s auditor will be
proposed at the forthcoming Annual General Meeting.

By order of the Board

David S P Firth Registered Office
Secretary 5 Fleet Place,
6 July 2010 London EC4M 7RD 
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Corporate governance statement

Although not compulsory for AIM regulated companies, the Group is committed
to the principles of corporate governance contained in the revised Combined
Code on Corporate Governance which was published in June 2008 by the
Financial Reporting Council. The Board is accountable to the Company’s
shareholders for corporate governance and confirms that there is a process 
in place for identifying, evaluating and managing the significant risks to 
the achievement of the Group’s strategic objectives on an ongoing basis. 
The process has been in place throughout the year. This statement describes
how the relevant principles of corporate governance are applied to the
Company and the Company’s compliance throughout the year with the
provisions set out in Section 1 of the revised Combined Code.

We have a policy of dividing responsibilities for the Board and running the
Company’s business by appointing a Chairman, a Senior Independent Director
and a Chief Executive. The Chief Executive and the Finance Director form part
of an operations board which is responsible for running the operations of 
the Company.

The Workings of the Board and its Committees 

The Board of Directors meets regularly during the year, and also has telephone
conferences as considered necessary. The Non-Executive Directors may meet
without the Executive Directors being present if required.

The Board has a balance of skills and experience appropriate to its size 
and business. It is made up of two Executive Directors, Gary Browning and
David Firth, and currently four Non-Executive Directors of whom three 
(Sir James Harvie-Watt, David Banks and Richard Stillwell) are deemed by the
Company to be independent of management and free from any business 
or other relationships which could materially interfere with the exercise of 
their independent judgement. Their overriding duty is to ensure the operations
conducted by the Company and the procedures followed reflect the best
interests of the Company’s shareholders. The biographies of the Board of
Directors appear on page 5. In the event that there is a need to express
concerns to the Board other than through the Chairman, the Board has
appointed Richard Stillwell as the Senior Independent Director to whom 
such concerns can be conveyed.

The Board has sought to ensure that Directors are properly briefed on issues
arising at Board meetings by: distributing a formal schedule of matters assigned
to each Board meeting which is circulated at the beginning of each year; a
more detailed agenda together with the Board papers is circulated at least
seven days before each Board meeting; considering the adequacy of the
information provided before making decisions; adjourning meetings or deferring
decisions when Directors require further information; encouraging Directors to
talk to any other key executives or seek further information in order to keep
them as informed as they deem appropriate; having key executives attend
Board meetings to share information and encourage debate with Board members.

All Directors have access to the advice and services of the Company Secretary
and the Board has established a procedure whereby any Director may seek
independent professional advice in the furtherance of his duties at the
Company’s expense.

The Board has delegated specific authorities to an Audit Committee and a
Remuneration Committee.

Audit Committee 

The Audit Committee operates under written terms of reference which are
available from the Company Secretary on request. The Committee is chaired by
Sir James Harvie-Watt and is composed of Sir James Harvie-Watt and Richard
Stillwell. The Chief Executive and the Finance Director attend as requested by
the Committee. 

The Committee normally meets before the Company’s interim and annual
accounts are submitted to the Board for approval. The Committee meets
annually without management with the Company’s auditors to ensure any
concerns the auditors may have are fully expressed. The Committee also
recommends the appointment and reviews the fees of external auditors,
including non-audit related fees, and considers the independence of the
external auditors.

Remuneration Committee 

The Remuneration Committee operates under written terms of reference. 
The Committee is composed of the Non-Executive Directors, as shown on page 5,
who are deemed by the Board to be independent of management and is
chaired by Richard Stillwell and meets periodically to approve the remuneration
for the Executive Directors and to discuss the remuneration of senior
employees. The Committee sets general policies on behalf of the Board 
in connection with salaries, bonuses, options and employee benefits. 
The Remuneration Report is on pages 10 to 12.

Nominations Committee 

It is deemed appropriate for all members of the Board to participate in 
the recruitment of members of the Board. There is a formal, rigorous and
transparent procedure for appointing new Directors to the Board. A personality,
skills and experience specification is drawn up in the context of the skills and
experience which are deemed to be needed in a new Board Director, against
which a shortlist of candidates is matched, and full competency based
interviews take place before all Board members interview candidates. All new
Board members undertake a three-day familiarisation process. This involves
visits to several Penna locations and meeting a number of Penna people in
order to get as full an understanding of the business and the issues it faces as
possible. The terms and conditions of appointment of non-executive Directors
are available for inspection at the Company’s registered office during normal
business hours and at the AGM.

Attendance at meetings 

The number of meetings of the Board and Committees and individual
attendance by the members are as follows: 

Main Audit Remuneration 
Board Committee Committee 

Number of meetings held 7 2 2

Stephen Rowlinson 7 2 2

Gary Browning 7 2 2

David Firth 7 2 2

Sir James Harvie-Watt, Bt 6 2 2

Richard Stillwell 6 2 2

David Banks 1 - -
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Corporate governance statement continued

Maintenance of a sound system of Internal Control 

In applying Principle C.2 of the Combined Code, the Board should maintain 
a sound system of internal control to safeguard shareholders’ investments 
and the Company’s assets. The Directors recognise that they have overall
responsibility for ensuring that the Group maintains a system of internal control
to provide them with reasonable assurance regarding effective and efficient
operations, internal financial control and compliance with laws and regulations.
However, there are inherent limitations in any system of internal control and,
accordingly, even the most effective system can provide only reasonable, and
not absolute, assurance against material mis-statement or loss. 

For the full year the Board has complied with the procedures recommended 
by the guidance on internal control issued by the Turnbull Committee. 

The processes used by the Board to review the effectiveness of the system of
internal control include:

• Monthly meetings of the operations board which are subsequently reported
to the Board

• Discussions with management on risk areas identified by management and/or
the audit process

• Discussions and review of the issues arising from external audits 

• The review of significant Group risks.

The Audit Committee reports to the Board the results of their review of the risk
assessment process. The Board concludes on the overall effectiveness of all
internal controls.

The key features of the internal financial control system that operated
throughout the period are described below:

• Comprehensive planning system, annually approved by the Board 

• The reporting of business performance by Operations Directors 

• Monthly financial reporting comparing actual performance against plan 
and against the prior year’s results on a monthly and year-to-date basis

• Regular consideration by the Board of actual performance against budgets
and business plans

• Ongoing discussions with the head of each discipline within the organisation

• A review of the financial controls across the Group

• Regular reporting of legal and accounting developments to the Board 

• The definition of lines of responsibility and delegation of authority 

• The setting of authorisation limits.

The Board carefully reviews the business plans and budgets. Material capital
expenditure and other large commitments in excess of approved plans are
subject to approval by the Board.

Given the Group’s size and the nature of the Group’s business, the Board 
does not consider that it would be appropriate to have its own internal audit
function at present. Instead, the audit of internal financial controls form part 
of the responsibilities of the central group finance function.

Relations with Shareholders 

Communications with shareholders are given high priority. The Chairman’s
review and Operational and Financial review on pages 2 to 4 includes a
detailed review of the business. There is regular dialogue with institutional
shareholders including presentations after the Company’s preliminary
announcement of the year-end results and at the half year. Feedback from
investors is encouraged and is shared with all Board members. Information
about Group companies and up to date news on the Group’s services and
activities is also accessible via the Penna Consulting website (www.penna.com).

The Board uses the Annual General Meeting to communicate with private and
institutional investors and welcomes their participation. The Board aims to
ensure that all the Non-Executive Directors are available at Annual General
Meetings to answer questions. Details of resolutions to be proposed at the
Annual General Meeting on 23 September 2010 can be found in the Notice 
of Annual General Meeting.

Compliance Statement 

The Directors believe that the Company has complied with the revised
Combined Code on Corporate Governance issued by the Financial Reporting
Council in June 2008 throughout the year except as detailed below. 

During the year the Board did not conduct any formal evaluations of its
performance or of individual Directors.

Certain Board members have served as a Director of the Company for longer
than nine years. The Board is of the view that their continued involvement as
Directors remains beneficial to the Company and its shareholders.

Stephen Rowlinson 
Chairman 
6 July 2010
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Directors’ remuneration report

Introduction

This report has been prepared with reference to the Directors’ Remuneration
Regulations 2002 which introduced statutory requirements for the disclosure 
of Directors’ remuneration. The report describes how the Board has applied the
principles of good governance relating to Directors’ remuneration. The Company
is AIM regulated and as such these disclosures are not required under AIM. 
The disclosures do not include a graph of shareholder return.

A resolution to approve the report will be proposed at the Annual General
Meeting of the Company at which the financial statements will be approved.

Remuneration Committee

The Remuneration Committee is composed of two Non-Executive Directors,
Richard Stillwell (Chairman) and Sir James Harvie-Watt.

The purpose of the Committee is to consider all aspects of Executive Directors’
remuneration and to determine the specific remuneration packages of the
Executive Directors, including bonus schemes, pensions contributions and other
benefits ensuring that the remuneration packages are competitive within the
human capital management consultancy industry and reflect both Group and
personal performance during the year, as well as considering the broader level 
of remuneration within the Group itself. The Committee meets when required, 
to consider all aspects of Executive Directors’ remuneration. Independent external
data on benchmarking Executive Directors’ salaries was obtained from published
surveys. The Remuneration Committee has also reviewed compensation levels 
in similar entities quoted in the UK. Independent external advice is taken 
when appropriate.

Statement of remuneration policy for Executive Directors 

The Group’s current policy on Executive Director remuneration for the
foreseeable future is as follows: 

Salary 

The basic salary of each Director is determined by the Remuneration
Committee, taking into account the performance of the individual and
information from independent sources on the rates of salary for similar jobs 
in comparable companies. 

Annual bonus 

Each of the Executive Directors is entitled to participate in an annual executive
bonus plan. Under the bonus plan there will be an entitlement to a bonus
payment if objectives agreed by the Remuneration Committee at the start of
each new financial year are met. The maximum performance-related bonus 
that can be paid is 100% of total fixed remuneration. 

Pensions and other benefits 

In addition to the basic remuneration payable under the service agreements,
the Executive Directors are entitled to a range of other benefits, including
permanent health insurance, death in service benefits, private medical insurance
and car allowance. All benefits are subject to annual review. The Executive
Directors do not have a contractual right to pension contributions from 
the Company.

Share options 

Executive Directors and senior employees are incentivised by the grant of share
options under an Executive Share Option Scheme on a phased basis. Awards 
for Executive Directors are administered by the Remuneration Committee. 
Policy for awards to senior employees is set by the Board. The scheme is open
to employees and Executive Directors of the Company and its subsidiaries.
Subject to any performance condition being met, executive options become
exercisable on the third anniversary of the date of grant and lapse if they
remain unexercised at the tenth. There is no retesting of performance once 
the performance condition has been achieved. 

Share options granted under the current Executive Option scheme are subject
to the performance condition that the option may not be exercised unless the
diluted earnings per share of the Group has increased by at least an average of
RPI +5% over three consecutive years. This performance criteria was selected as
it represents the need for the Company to demonstrate reasonable growth over
the medium term. Under the rules of the current option scheme it is now closed
for grants. 

On the 5 July 2007, the Board approved the Penna Consulting Plc Long 
Term Incentive Scheme 2007 (“LTIP”), to replace the closed Executive 
Option scheme. 

This scheme may allocate up to five million options over the Company’s
ordinary shares to current and future senior management of the Company. 
The options will vest over the five year period ending March 2012 subject to 
the achievement of annual financial targets calculated as EBITDA per share or
at the discretion of the Remuneration Committee. 

The proportion that will vest each year will be calculated on a straight line 
pro-rata basis between 0% if the minimum EBITDA target is not achieved up to
20% of the total options granted if the maximum EBITDA target for that year is
achieved. Options that do not vest in a particular year will lapse. 

For the maximum number of options to vest the Company will need to achieve
30% per annum EBITDA growth over the four years from 31 March 2008.

A savings-related share option scheme is in place and is open to all employees
based in the UK, including Executive Directors.

Details of the potential dilution from outstanding share options are shown in
note 31.
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Directors’ remuneration report continued

Contracts of service 

Gary Browning and David Firth have separate Service Agreements with the Company. Each contract requires the giving and receiving of one year’s notice by either
party and contains non-compete and non-solicitation clauses which are binding for up to 12 months after departure. There is also a change of control provision
which, subject to conditions, provides for the Company to pay compensation equal to 12 months’ total remuneration including, where appropriate, an amount in
lieu of bonus. 

Non-Executive Directors 

The remuneration of the Non-Executive Directors is determined by the Board as a whole, based on outside advice and review of current practices in other
companies. Their contracts can be terminated at the will of either party. 

Directors’ share options 

The Company’s policy on the issue of options is for them to be allotted normally at market price and solely at the discretion of the Remuneration Committee. 
The following options were outstanding at 1 April 2009 and 31 March 2010: 

Exercise 1 April Exercised 31 March Exercisable Expiry  
Price 2009 during the year 2010 From Date 

Gary Browning 125.0p 20,000 - 20,000 02.08.06 02.08.13

133.0p 30,000 - 30,000 14.08.07 14.08.14

115.5p 95,000 - 95,000 19.07.08 19.07.15

100.0p 800,000 - 800,000 18.07.10 18.07.17

David Firth 91.0p 10,000 (10,000) - 20.12.05 20.12.12

136.5p 20,000 (20,000) - 15.08.06 15.08.13

133.0p 10,000 (10,000 - 14.08.07 14.08.14

115.5p 105,000 (105,000) - 19.07.08 19.07.15

100.0p 500,000 - 500,000 18.07.10 18.07.17

All options are subject to performance criteria as described on page 10.

The mid-market share price at 31 March 2010 was 206p. The highest and lowest prices during the year were 295p and 182.5p respectively. 

In addition to the options shown above Gary Browning and David Firth participate in the Company’s Sharesave Scheme, which is open to all UK employees. 
This involves a three year savings contract which when completed will entitle the participant to purchase ordinary shares in the Company at a price fixed at the 
start of the contract. 

Details of the individual entitlements under the Sharesave Scheme are as follows: 

Start Date Exercise Total Maximum Total Savings at
of Savings Price No. of Shares 31 March 2010

Contract

David Firth 01.01.08 100p      1,843 £1,248
01.02.09 118p 6,573 £2,828

Gary Browning 01.02.09 118p 8,135 £3,500
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Directors’ remuneration report continued

Directors’ emoluments 

Basic Salary Fees Benefits Bonus 2010 2009
£’ 000 £’000 £’000 £’000 £’000 £’000 

Stephen Rowlinson - 39 - - 39 25

Gary Browning 214 - 6 - 220 408

David Firth 183 - 5 - 188 263

David Banks - 13 - - 13 15

Sir James Harvie-Watt, Bt - 20 - - 20 15

Richard Stillwell - 20 - - 20 15

Total: 2010 397 92 11 - 500 -

Total: 2009 379 70 10 282 - 741

David Firth had a company contribution of NIL (2009: £12,000) paid into a personal pension plan. Gary Browning had a company contribution of NIL (2009:
£12,000) paid into a personal pension plan. None of the other Directors had any pension contribution.

On 16 December 2009 David Firth exercised options over 145,000 shares at exercise prices between 91.0p and 136.5p and sold 145,000 shares in the Company 
at 255.0p

The share based payment charge in relation to Directors share options was £45,160 (2009: £44,288). No gains have been made on exercising share options this
year and in the previous year. The total key management personnel compensation is £545,000 (2009: £809,000). This includes short term employee benefits in the
table above, pension contribution and share based payment charges.

Directors’ interests 

The interests of the Directors in the ordinary shares of the Company at 31 March 2010 were as follows: 

Number of Shares

2010 2009
000’s 000’s 

Stephen Rowlinson 7,693 8,193

Sir James Harvie-Watt, Bt 91 91

Gary Browning 34 23

David Firth 15 6

Richard Stillwell 13 13

On 10 June 2010 Gary Browning acquired 5,000 shares in the Company at 116.25 pence per share. On 11 June 2010 David Firth acquired 5,000 shares in the
Company at 110 pence per share. On 14 June 2010 Gary Browning acquired 10,000 shares in the Company at 115 pence per share. On 5 July 2010 Sir James
Harvie-Watt acquired 17,000 shares in the Company at 115 pence per share.

There have been no other changes in the Directors’ interests in the ordinary share capital between the year-end and 6 July 2010. 

Approval 

This report was approved by the Board of Directors and signed on its behalf by: 

Richard Stillwell  
6 July 2010 
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Independent auditor‘s report to the members 
of Penna Consulting plc
for the year ended 31 March 2010

We have audited the Group financial statements of Penna Consulting plc for the year ended 31 March 2010 which comprise the consolidated statement of
comprehensive income, the consolidated statement of changes in equity, the consolidated statement of financial position, the consolidated statement of cash flows
and the related notes. The financial reporting framework that has been applied in their preparation is applicable law and International Financial Reporting Standards
(IFRSs) as adopted by the European Union.

This report is made solely to the Company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act 2006. Our audit work has been
undertaken so that we might state to the Company’s members those matters we are required to state to them in an auditor’s report and for no other purpose. 
To the fullest extent permitted by law, we do not accept or assume 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

As explained more fully in the Directors’ Responsibilities Statement on page 5, the Directors are responsible for the preparation of the Group financial statements
and for being satisfied that they give a true and fair view. Our responsibility is to audit the Group financial statements in accordance with applicable law and
International Standards on Auditing (UK and Ireland). Those standards require us to comply with the Auditing Practices Board’s (APB’s) Ethical Standards for Auditors.

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements is provided on the APB’s website at www.frc.org.uk/apb/scope/UKNP

Opinion on financial statements

In our opinion the group financial statements:

• give a true and fair view of the state of the Group’s affairs as at 31 March 2010 and of its profit for the year then ended; 

• have been properly prepared in accordance with IFRS as adopted by the European Union; and

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

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the Directors’ Report for the financial year for which the Group financial statements are prepared is consistent with the
Group financial statements.

Matters on which we are required to report by exception

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

• certain disclosures of Directors’ remuneration specified by law are not made; or

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

Other matter

We have reported separately on the parent Company financial statements of Penna Consulting plc for the year ended 31 March 2010. 

Charles Hutton-Potts

Senior Statutory Auditor

for and on behalf of Grant Thornton UK LLP

Statutory Auditor, Chartered Accountants

London

6 July 2010
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Consolidated statement of 
comprehensive income

Year Ended Year Ended 
31 March 2010 31 March 2009

Note £’000 £’000

Continuing operations

Revenue 3 108,458 63,162
Operating expenses (101,177) (57,276)

Operating profit before non-recurring 
exceptional items 3 7,281 5,886

Non-recurring exceptional items 4 (3,715) -

Operating profit 3,566 5,886
Finance income 7 37 141
Finance expense 7 (20) (24)

Profit before tax 3 3,583 6,003
Income tax expense 18 (1,086) (1,497)

Profit from continuing operations 2,497 4,506

Discontinued operations
Post tax loss on discontinued operations 10 - (788)

Profit for the year 2,497 3,718

Other comprehensive income
Exchange differences (1) (129)

Other comprehensive income (1) (129)

Total comprehensive income for the year 2,496 3,589

Earnings per share (total operations): 8 Pence Pence
- basic 9.9p 14.8p
- diluted 9.2p 14.2p

Earnings per share (continuing operations): 8 Pence Pence
- basic 9.9p 17.9p
- diluted 9.2p 17.1p

Non GAAP performance measure
Adjusted earnings per share from continuing operations 8

- basic 20.8p 17.9p
- diluted 19.3p 17.1p

The notes on pages 18 to 38 form part of these financial statements.
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Consolidated statement of 
changes in equity

Foreign
Called up Share Employee Share currency

share premium Merger Option Plan translation Retained
capital account reserve reserve reserve loss Total equity
£’000 £’000 £’000 £’000 £’000 £'000 £’000

At 1 April 2008 1,264 15,109 10,170 (397) 3 (6,818) 19,331
Transactions with owners

Increase in share capital 6 100 - - - - 106
Dividends - - - - - (1,007) (1,007)
Share option credit - - - - - 130 130

Total transactions with owners 6 100 - - - (877) (771)

Comprehensive income
Profit for the year - - - - - 3,718 3,718

Other comprehensive income
Currency translation differences - - - - (129) - (129)

Total comprehensive
(Expense) / income for the year - - - - (129) 3,718 3,589

At 31 March 2009 1,270 15,209 10,170 (397) (126) (3,977) 22,149
Transactions with owners

Increase in share capital 19 430 - - - - 449
Dividends - - - - - (1,812) (1,812)
Purchase shares by EBT - - - (676) - - (676)
Share option credit - - - - - 240 240

Total transactions with owners 19 430 - (676) - (1,572) (1,799)
Comprehensive income
Profit for the year - - - - - 2,497 2,497

Other comprehensive income
Currency translation differences - - - - (1) - (1)

Total comprehensive
(Expense) / income for the year - - - - (1) 2,497 2,496

At 31 March 2010 1,289 15,639 10,170 (1,073) (127) (3,052) 22,846

The notes on pages 18 to 38 form part of these financial statements.
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Consolidated statement of financial position

31 March 2010 31 March 2009 31 March 2008
Note £’000 £’000 £’000

Non-current assets 

Goodwill 11 17,317 14,036 14,036
Property, plant and equipment 12 5,075 1,823 1,850
Other intangible assets 13 630 24 32
Deferred tax 17 - 75 24

23,022 15,958 15,942

Current assets 

Trade receivables 15 17,245 12,672 11,271
Other current assets 16 2,533 2,419 1,788
Cash and cash equivalents 29 5,314 8,875 2,961

25,092 23,966 16,020

Total assets 48,114 39,924 31,962

Current liabilities

Trade payables 20 7,856 2,520 2,368
Loan notes 21 24 41 111
Obligations under finance leases 22 - - 88
Short-term provisions 23 46 78 153
Corporation tax 274 838 154
Other payables and accruals 24 16,339 13,840 9,406

24,539 17,317 12,280

Non-current liabilities

Long-term provisions 23 484 458 351
Deferred tax 17 245 - -

729 458 351

Total liabilities 25,268 17,775 12,631

Net assets 22,846 22,149 19,331

Capital and reserves 

Called up share capital 25 1,289 1,270 1,264
Share premium account 26 15,639 15,209 15,109
Merger reserve 27 10,170 10,170 10,170 
Employee Share Option Plan reserve 27 (1,073) (397) (397)
Foreign currency translation reserve 27 (127) (126) 3 
Retained loss 27 (3,052) (3,977) (6,818)

Total equity 22,846 22,149 19,331

The notes on pages 18 to 38 form part of these financial statements.

The financial statements were approved by the Board of Directors and authorised for issue on 6 July 2010. They were signed on its behalf by: 

David SP Firth, Finance Director 

The accompanying notes are an integral part of this consolidated statement of financial position. 
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Consolidated statement of cash flows

Year Ended Year Ended 
31 March 2010 31 March 2009 

Note £’000 £’000 

Profit for continuing activities 2,497 4,506
Adjusted for:
Income tax expense 1,086 1,497
Finance income (37) (141)
Finance expense 20 24

Operating profit 3,566 5,886

Adjustments for:
Depreciation and amortisation 1,049 495
Share option expense 240 130
Loss on disposal of fixed assets 359 -

Changes in working capital:
Decrease / (increase) in trade and other receivables 5,151 (2,032)
Increase in trade and other payables 3,022 3,404
(Decrease) / increase in provisions (6) 32

Net cash generated from operations 13,381 7,915

Cash flows from operating activities
Income tax paid (1,322) (605)
Interest paid (20) (19)
Interest received 37 141

Net cash generated by operating activities 12,076 7,432

Investing activities 
Purchase of property, plant and equipment (4,225) (437)
Purchase of intangible assets (490) (17)
Purchase of trade and assets 33 (8,866) -

Net cash used in investing activities (13,581) (454)

Financing activities
Proceeds on issuance of ordinary shares 449 106
Purchase of own shares by EBT (676) -
Interest paid on finance leases - (5)
Repayment of finance leases - (88)
Repayment of loan notes (17) (70)
Equity dividends paid (1,812) (1,007)

Net cash used in financing activities (2,056) (1,064)

Net (decrease) / increase in cash and cash equivalents (3,561) 5,914

Cash and cash equivalents at start of year 8,875 2,961

Cash and cash equivalents at end of year 29 5,314 8,875

The notes on pages 18 to 38 form part of these financial statements.
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Notes to the financial statements
for the year ended 31 March 2010

1. Significant accounting policies 

The principal accounting policies adopted in the preparation of these financial statements are set out below. These policies have been consistently applied unless
otherwise stated.

Basis of preparation 

The consolidated financial statements have been prepared in accordance with International Financial Reporting Standards as adopted for use in the European Union
(IFRS). The consolidated financial statements have been prepared on the historical cost basis. The principal accounting policies adopted are set out below.

Basis of consolidation 

The consolidated financial statements incorporate the accounts of Penna Consulting Plc and all its subsidiaries made up to 31 March 2010. Acquisitions are included
from the date of acquisition; this is deemed to be the date when control passes to the Group. Where necessary, adjustments are made to the financial statements of
subsidiaries to bring the accounting policies used into line with those used by the Group. All intra-group transactions, balances, income and expenses are eliminated
on consolidation. The Group has a partnership in Ireland which includes 50% of S&S O‘Shea results.

It should be recognised that any consideration of the foreseeable future involves making a judgement, at a particular point in time, about future events, which are
inherently uncertain. At 31 March 2010 the Group was debt free, had cash in hand of £5.3m and undrawn working capital facilities of £2.25m.

The facilities available to the Group have been reviewed and compared to detailed cash flow forecasts prepared for the period to July 2011. The business is forecast
to remain cash generative and there are no anticipated shortfalls in facilities against requirements.

The Directors have a reasonable expectation that the Group has adequate resources to continue operating in the foreseeable future. On these grounds the Board
have continued to adopt the going concern basis for the preparation of the financial statements.

Adoption of new and revised International Financial Reporting Standards

In the current year, the Group has adopted all of the new and revised Standards and Interpretations issued by the International Accounting Standards Board (IASB)
and the International Financial Reporting Interpretations Committee (IFRIC) of the IASB that are relevant to its operations and effective for accounting periods
beginning on 1 April 2009.

At the date of authorisation of these financial statements, the following new Standard was in issue but not yet effective for accounting periods commencing 
1 April 2009 and is anticipated to have a material impact on the financial statements of the Group:

IFRS 3 Business Combinations (revised 2008) (effective periods starting after 1 July 2009).

In January 2008, the IASB issued a revised version of IFRS3 ‘Business Combinations’. The revised standard will introduce some changes to the existing accounting
treatment of business combinations. For example, all transaction costs will be expensed. The standard is applicable to business combinations occurring in accounting
periods beginning on or after 1 July 2009. Assets and liabilities arising from business combinations occurring before the date of adoption by the Group will not be
restated and thus there will be no effect on the Group’s reported income or net assets on adoption.

The Directors anticipate that the adoption of the other Standards and Interpretations in issue but not yet effective will have no material impact on the financial
statements of the Group.

Changes in accounting policy

IAS 1 ‘Presentation of financial statements (revised 2007)’ requires the presentation of a statement of changes in equity as a primary statement rather than as a
note. In accordance with the new standard the entity has introduced a ‘Statement of comprehensive income’. Since this change is presentational only, there is no
impact on net earnings, earnings per share or net assets.

IFRS 8 ‘Operating segments’ requires operating segments to be identified on the basis of information that internally is provided to the Chief Executive, who is the
Group’s chief operating decision maker. The Group has assessed the revised requirements of IFRS 8 and has made amendments to the segmental disclosures
previously provided.

The amendment to IFRS 2 ‘Share-based payment’ has been adopted by the Group during the year. The amendment clarifies that the only vesting conditions are
service conditions and performance conditions and that any other features, such as the requirement to make regular saving contributions under the Group’s 
Save As You Earn scheme, are non-vesting conditions.

The amendment also clarifies that when an employee can choose whether to meet a non-vesting condition and fails to do so, such a failure must be treated as a
cancellation and therefore an acceleration of the share-based payment charge. The adoption of this amendment has not had a material impact on net earnings,
earnings per share or net assets during the year.
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Notes to the financial statements continued

for the year ended 31 March 2010

Goodwill 

Goodwill arising on consolidation represents the excess of the cost of acquisition over the Group’s interest in the fair value of the identifiable assets, liabilities, 
and contingent liabilities of a subsidiary, associate or jointly controlled entity at the date of acquisition. Goodwill is initially recognised as an asset at cost and is
subsequently measured at cost less any accumulated impairment losses. Goodwill which is recognised as an asset is reviewed for impairment at least annually. 
Any impairment is recognised immediately in profit or loss and is not subsequently reversed. 

Goodwill arising on acquisitions before the date of transition to IFRSs has been retained at the previous UK GAAP amounts subject to being tested for impairment
at that date. Goodwill written off to reserves under UK GAAP prior to 1998 has not been reinstated and is not included in determining any subsequent profit or loss
on disposal.

Other intangible assets 

Other intangible assets consist of computer software that is not an integral part of a related item of computer hardware and customer contracts. 

Capitalised internal-use software costs include external direct costs of materials and services consumed in developing or obtaining the software. These costs are
amortised over their expected useful life of three years on a straight-line basis, with the lives reviewed annually. 

Customer relationships, acquired as part of a business combination are capitalised separately from goodwill and are carried at cost less accumulated amortisation
and accumulated impairment losses. Amortisation is calculated using the straight line method over a period of three years.

The amortisation charge is included in operating costs. 

Revenue recognition 

Revenue, which excludes value added tax (“VAT”), constitutes the value of services undertaken by the Group as its principal activities, which are human resources
consultancy and other ancillary services. These consist of:

Revenue from permanent placements is based on a percentage of the candidate’s remuneration package and is recognised when a candidate starts employment. 
In the case of retained assignments, revenue is recognised on completion of defined stages of work during the recruitment process including the completion of 
a candidate shortlist and placement of a candidate. Revenue from interim placements, which represents amounts billed for the services of interim managers is
recognised as the service is provided. In the supply of contractors the Group’s contractual arrangements mean that it operates as principal and not in an agency
capacity. As such, it bears all of the risks and rewards of the income derived from placements and accordingly includes in turnover both commission and salary 
costs of staff supplied. 

Fees received from the placement of advertising on behalf of clients is recognised when the advertisement is placed. Where the group undertakes project based
assignments, revenue is recognised as the service is delivered to the customer on the basis of the time and material costs incurred. 

Fees received for career transition services are recognised in revenue as the service is delivered to the individual receiving outplacement services. Revenue recognised
at any one point in time will represent the value of services provided, such as consultations, group workshops or training received at that date.

Revenue in respect of project based assignments is recognised when the service is provided.

Revenue not invoiced at the year end is included in accrued income.

Interest income 

Interest income is accrued on a time basis, by reference to the principal outstanding and at the effective interest rate applicable, which is the rate that exactly
discounts estimated future cash receipts through the expected life of the financial asset to that asset’s net carrying amount. 

Leased assets 

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards of ownership to the lessee. All other leases are
classified as operating leases. 

Assets held under finance leases are recognised as assets of the Group at the fair value of the asset or, if lower, at the present value of the minimum lease
payments, each determined at the inception of the lease. The corresponding liability to the lessor is included in the balance sheet as a finance lease obligation. 
Lease payments are apportioned between finance charges and reduction of the lease obligation so as to achieve a constant rate of interest on the remaining
balance of the liability. Finance charges are charged directly against income. 

Rentals payable under operating leases are charged on a straight-line basis over the lease term, even if the payments are not made on such a basis. 
Benefits received and receivable as an incentive to sign an operating lease are similarly spread on a straight-line basis over the lease term. 
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Foreign currencies 

The individual financial statements of each Group company are presented in the currency of the primary economic environment in which it operates (its functional
currency). For the purpose of the consolidated financial statements, the results and financial position of each Group company are expressed in pounds sterling,
which is the functional currency of the Company, and the presentation currency for the consolidated financial statements. 

In preparing the financial statement of the individual companies, transactions in currencies other than the entity’s functional currency (foreign currencies) are
recorded at the rates of exchange prevailing on the dates of the transactions. 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. Non-monetary items carried at fair value that are denominated in foreign
currencies are translated at the rates prevailing at the date when the fair value was determined. Non-monetary items that are measured in terms of historical cost 
in a foreign currency are not retranslated. 

Exchange differences arising on the settlement of monetary items, and on the retranslation of monetary items, are included in profit or loss for the period. Exchange
differences arising on the retranslation of non-monetary items carried at fair value are included in profit or loss for the period except for differences arising on the
retranslation of non-monetary items in respect of which gains and losses are recognised directly in equity. For such non-monetary items, any exchange component 
of that gain or loss is also recognised directly in equity. 

For the purpose of presenting consolidated financial statements, the assets and liabilities of the Group’s foreign operations are translated at exchange rates
prevailing on the balance sheet date. Income and expense items are translated at the average exchange rates for the period, unless exchange rates fluctuate
significantly during that period, in which case the exchange rates at the date of transactions are used. Exchange differences arising, if any, are classified as equity
and transferred to the Group’s translation reserve. Such translation differences are recognised as income or as expenses in the period in which the operation is
disposed of. 

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets and liabilities of the foreign entity and translated at the
closing rate. 

Dividends 

Dividends are recognised when they become legally payable. In the case of Interim dividends to equity shareholders, this is when paid. In the case of final dividends,
this is when approved by the shareholders at the Annual General Meeting. 

Taxation 

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

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as reported in the income statement because it excludes items
of income or expense that are taxable or deductible in other years and it further excludes items that are never taxable or deductible. The Group’s liability for current
tax is calculated using tax rates that have been enacted or substantively enacted by the balance sheet date. 

Deferred taxation 

Deferred tax assets and liabilities are recognised where the carrying amount of an asset or liability in the balance sheet differs from its tax base, except for
differences arising on:

• the initial recognition of goodwill;

• the initial recognition of an asset or liability in a transaction which is not a business combination and at the time of the transaction affects neither accounting or
taxable profit; and

• investments in subsidiaries and jointly controlled entities where the group is able to control the timing of the reversal of the difference and it is probable that the
difference will not reverse in the forseeable future.

Recognition of deferred tax assets is restricted to those instances where it is probable that taxable profit will be available against which the difference can be utilised.

The amount of the asset or liability is determined using tax rates that have been enacted or substantively enacted by the balance sheet date and are expected to apply
when the deferred tax liabilities/(assets) are settled/(recovered).

Deferred tax assets and liabilities are offset when the Group has a legally enforceable right to offset current tax assets and liabilities and the deferred tax assets and
liabilities relate to taxes levied by the same tax authority on either:

• the same taxable Group company; or

• different group entities which intend either to settle current tax assets and liabilities on a net basis, or to realise the assets and settle the liabilities simultaneously, 
in each future period in which significant amounts of deferred tax assets or liabilities are expected to be settled or recovered.
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Notes to the financial statements continued

for the year ended 31 March 2010

Property, plant and equipment 

Property, plant and equipment are recorded in the balance sheet at cost less accumulated depreciation and any accumulated impairment losses. Under UK GAAP,
certain assets were revalued in 2005 and the depreciated revalued amount has been treated as deemed cost on transition to IFRS. 

Depreciation is charged so as to write off the cost or valuation of all fixed assets over their expected useful lives. It is calculated on the following bases: 

Leasehold improvements -  The lesser of the remaining life of the lease or 10 years 

Furniture, equipment and motor vehicles -  20-25% straight-line 

Computer equipment -  20-331/3% straight-line 

The expected useful lives of property, plant and equipment are re-assessed at least annually.

Where assets are financed by leasing agreements and all the risks and rewards of ownership are transferred to the Group (“finance leases”) the assets are treated
as if they had been purchased outright and the corresponding liability to the leasing company is included as an obligation under finance leases. Depreciation on
assets held under finance leases is charged to the income statement on the same basis as owned assets. 

Impairment of assets

Assets that have an indefinite useful life are not subject to amortisation and they are tested for impairment annually and whenever there is an indication that the
asset may be impaired. Assets that are subject to amortisation are reviewed for impairment whenever events or changes in circumstances indicate that the carrying
amount may not be recoverable. 

The impairment loss recognised is the amount by which the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an
asset’s fair value less costs to sell and value in use. 

For the purpose of impairment testing, goodwill is allocated solely to the UK trading entity, Penna Plc. If the recoverable amount of the entity is less than the
carrying amount of the entity, the impairment loss is allocated first to reduce the carrying amount of any goodwill allocated to the entity and then to the other
assets of the entity pro-rata on the basis of the carrying amount of each asset in the entity. An impairment loss recognised for goodwill is not reversed in a
subsequent period. On disposal of a subsidiary, associate or jointly controlled entity, the attributable amount of goodwill is included in the determination of the
profit or loss on disposal. 

Financial assets

The Group classifies its financial assets into one of the categories discussed below, depending on the purpose for which the asset was acquired. The Group has not
classified any of its financial assets as held to maturity, available for sale or fair value through profit or loss.

Loans and receivables

These assets are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market. They arise principally through the
provision of goods and services to customers (e.g. trade receivables), but also incorporate other types of contractual monetary asset. They are initially recognised 
at fair value plus transaction costs that are directly attributable to their acquisition or issue, and are subsequently carried at amortised cost using the effective
interest rate method, less provision for impairment.

Impairment provisions are recognised when there is objective evidence (such as significant financial difficulties on the part of the counterparty or default or
significant delay in payment) that the Group will be unable to collect all of the amounts due, the amount of such a provision being the difference between the net
carrying amount and the present value of the future expected cash flows associated with the impaired receivable. For trade receivables, which are reported net, such
provisions are recorded in a separate allowance account with the loss being recognised within administrative expenses in the income statement. On confirmation
that the trade receivable will not be collectable, the gross carrying value of the asset is written off against the associated provision.

From time to time, the Group elects to renegotiate the terms of trade receivables due from customers with which it has previously had a good trading history. 
Such renegotiations will lead to changes in the timing of payments rather than changes to the amounts owed and, in consequence, the new expected cash flows 
are discounted at the original effective interest rate.

The Group’s loans and receivables comprise trade and other receivables and cash and cash equivalents in the balance sheet.

Cash and cash equivalents includes cash in hand, deposits held at call with banks and bank overdrafts. Bank overdrafts are shown within loans and borrowings in
current liabilities on the balance sheet.
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Financial liabilities

The Group classifies its financial liabilities as noted below.

Financial liabilities include the following items:

Loan notes are initially recognised at fair value net of any transaction costs directly attributable to the issue of the instrument. Such interest bearing liabilities are
subsequently measured at amortised cost using the effective interest rate method, which ensures that any interest expense over the period to repayment is at a
constant rate on the balance of the liability carried in the balance sheet. Interest expense in this context includes initial transaction costs and premium payable 
on redemption, as well as any interest or coupon payable while the liability is outstanding.

Trade payables and other short-term monetary liabilities, which are initially recognised at fair value and subsequently carried at amortised cost using the effective
interest method.

Share capital

The Group’s ordinary shares are classified as equity instruments.

Provisions 

Provisions are recognised when the Group has a present obligation as a result of a past event, and it is probable that the Group will be required to settle that
obligation. Provisions are measured at the Directors’ best estimate of the expenditure required to settle the obligation at the balance sheet date, and are discounted
to present value where the effect is material. 

Share-based payments 

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

The Group issues equity-settled share-based payments to certain employees. Equity-settled share-based payments are measured at fair value (excluding the effect 
of non market-based vesting conditions) at the date of grant. The fair value determined at the grant date of the equity-settled share-based payments is expensed 
on a straight-line basis over the vesting period, based on the Group’s estimate of shares that will eventually vest and adjusted for the effect of non market-based
vesting conditions.

Fair value is measured by use of the Black-Scholes model. The expected life used in the model has been adjusted, based on management’s best estimate, for the
effects of non-transferability, exercise restrictions, and behavioural considerations. The Group also provides employees with the ability to purchase the Group’s
ordinary shares at 80% of the current market value under a Savings Related Share Option scheme. The Group records an expense, based on its estimate of 
up to 20% discount related to shares expected to vest on a straight-line basis over the vesting period.

Non-recurring items

Material and non-recurring items of income and expense are disclosed in the income statement as “Non-recurring items”. Examples of items which may give rise to
disclosure as “Non-recurring” include inter alia gains or losses on the disposal of businesses, investments and property, plant and equipment, costs of restructuring
and reorganisation of existing businesses and asset impairments.

Pensions

The Group contributes to a number of defined contribution pension schemes the assets of which are held separately from those of the Group and are invested in
managed funds.

The contributions paid by the Group and the employees are invested within the individual funds in the month following the month of deduction. The employer
contribution rates are determined by reference to an age, service or grade related scale or are at a fixed, level percentage. The amounts contributed by the Group 
are charged to the income statement as the contributions fall due.

Employee Benefit Trust

The Penna Consulting plc Employee Benefit Trust (EBT) is funded by contributions from the Company. Under the terms of the EBT shares are held in trust for the
benefit of employees.

Administration costs and the assets and liabilities of the EBT are consolidated into the Penna Consulting plc financial statements. Shares in the EBT Trust are held 
at acquisition cost and deducted from shareholders equity. Any assets held by the EBT cease to be recognised on the Group balance sheet when the assets vest
unconditionally to identified beneficiaries. The proceeds from the sale of own shares held will increase equity. Neither the purchase nor sale of own shares leads to 
a gain or loss being recognised in the Group income statement.

If there is deemed to be a permanent diminution in value this is reflected by a transfer to retained earnings. The trustees have waived their rights to dividends on the
shares held by the EBT Trust. 
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for the year ended 31 March 2010

2. Critical accounting estimates and judgements

The Group makes estimates and assumptions that affect the reported amounts of assets and liabilities within the next financial year. Estimates and judgements 
are regularly reviewed and are based on historical experience and other factors, including expectations of future events that are believed to be reasonable under 
the circumstances. 

a) Deferred income and related delivery cost accrual relating to career transition is arrived at according to management‘s judgement of the proportion of services still 
to be delivered at the year end. The deferred income balance relating to career transition at the year end is £2,500,000 (2009: £4,519,000).

b) Impairment of goodwill

The Group is required to test, on an annual basis, whether goodwill has suffered any impairment. The recoverable amount is determined based on value in use
calculations. The use of this method requires the estimation of future cash flows and the choice of a discount rate in order to calculate the present value of the
cash flows. Actual outcomes may vary. More information including carrying values is included in the note 11.

c) Intangible assets 

The Group recognises intangible assets acquired as part of business combinations at fair value at the date of acquisition. The determination of these fair values 
is based upon management’s judgement and includes assumptions on the timing and amount of future incremental cash flows generated by the assets and
selection of an appropriate cost of capital. Furthermore, management must estimate the expected useful lives of intangible assets and charge amortisation on
these assets accordingly. 

3. Segment reporting 

The Group has adopted IFRS 8 ’Operating Segments’ with effect from 1 April 2009. IFRS 8 requires operating segments to be identified on the basis of internal
reports that are regularly reviewed by the chief operating decision maker to allocate resources and assess performance. The previous standard, IAS 14 ’Segment
Reporting’, required an entity to identify a primary and secondary segment, based on business or geographical criteria. Under IAS 14 the Group operated in one
business segment, human capital management consultancy and predominantly one geographical area.

a) Revenue, net revenue and operating profit by service group

For management purposes, the Group is organised into four business segments based on the services being provided to customers. All of the business segments
have similar economic characteristics and share a majority of the aggregation criteria set out in IFRS 8.12. The Group‘s reportable segments are as follows:

- HR Consulting – provides HR consulting services including career transition, assessment, executive coaching and management development
- Recruitment & Marketing Communications – provides recruitment advertising and employer branding services
- Resourcing – recruitment solutions and assessment projects
- Executive Recruitment and Interim – executive search and executive interim management services.

Recruitment & Executive
HR Marketing Recruitment Non

Consulting Communications Resourcing and Interim Allocated Total 
£’000 £’000 £’000 £'000 £'000 £’000 

2010 
Revenue 35,305 43,687 12,603 16,863 - 108,458
Net revenue 33,505 8,117 4,559 4,673 - 50,854
Operating profit / (loss) 6,377 381 777 706 (960) 7,281

Exceptional costs (3,715)
Finance income 37
Finance expense (20)

Profit before tax 3,583

2009 
Revenue 36,893 5,268 3,404 17,597 - 63,162
Net revenue 35,361 1,188 1,084 4,936 - 42,569
Operating profit / (loss) 6,275 (119) 409 743 (1,422) 5,886

Exceptional costs -
Finance income 141
Finance expense (24)

Profit before tax 6,003
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Revenue reported above represents revenue generated from external customers. There are no sales between segments in the year (2009: Nil). Net revenue above
represents revenue less pass through expenses such as media costs and interim manager costs.

The accounting policies of the reportable segments are the same as the Group’s accounting policies described above. Segment profit represents the profit earned by
each segment without allocation of central administration costs, exceptional costs (see note 4), finance income and finance expense.

The information reviewed by the chief operating decision maker, or otherwise regularly provided to the chief operating decision maker does not include information
on net assets by business segment. The cost to develop this information would be excessive in comparison to the value that would be derived.

b) Revenue and net revenue by geography

Net Net
Revenue Revenue revenue revenue

2010 2009 2010 2009
£’000 £'000 £’000 £'000

UK 105,678 59,826 48,484 39,379
Rest of the world 2,780 3,336 2,370 3,190

108,458 63,162 50,854 42,569

4. Non-recurring exceptional items

2010 2009 
£’000 £’000 

Non recurring: 
Personnel costs 1,934 -
Property costs 772 -
IT related 249 -
Other acquisition costs 760 -

Total 3,715 -

Following the acquisition of Barkers in June 2009 the Group incurred £3,715,000 of costs relating primarily to the acquisition and related restructuring costs.
£1,934,000 was incurred in people related costs following the transfer of the business as further reductions in headcount to the underlying revenue run-rate 
were made and duplications in roles were addressed. A further £772,000 of costs have been incurred in restructuring the Group’s property portfolio. Additional 
IT expenditure of £249,000 was incurred as part of the integration of Barkers and £760,000 other costs include temporary increased cost of trading, 
re-branding and website redesign.

5. Operating profit

2010 2009 
£’000 £’000 

Operating profit has been arrived at after charging (crediting): 

Operating lease expenses 3,850 3,642
Sublease rental income (574) (574)
Share based payment remuneration 240 130
Foreign exchange difference (13) (1)
Depreciation of property, plant and equipment 849 470
Amortisation of other intangible assets - software 200 25
Staff costs (see note 6) 23,999 16,871
Auditors’ remuneration for Group audit services 80 69

Included within the above: 
Fees payable to the Company’s auditor for the auditor of the Company's annual accounts 30 29

Fees payable to the Company’s auditor for other services:
The audit of the Company’s subsidiaries pursuant to legislation 50 40
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6. Staff costs 

The average monthly number of employees (including Executive Directors) was: 2010 2009 
Number Number

Total employees 472 249

£’000 £’000 

Their aggregate remuneration comprised: 
Wages and salaries 21,407 15,107
Social Security costs 2,204 1,506
Pension costs 388 258

23,999 16,871

Details of the Directors’ remuneration are given in the Directors’ emoluments table on page 12.

7. Finance income and expense

2010 2009 
£’000 £’000

Finance expense: 

on loan notes - (3)
on bank overdraft (20) (16)
on finance leases - (5)

(20) (24)

Finance income: 

Bank interest 37 141

8. Earnings per share

The calculation of basic and diluted earnings per share are based on the following amounts: 

2010 2009 
£’000 £’000 

Earnings 

Profit for the year after tax 2,497 3,718
Profit for the year from continuing operations after tax 2,497 4,506
Profit for the year pre non-recurring exceptional items after tax 5,255 4,506

Number of shares 

Weighted average number of shares 25,301,195 25,184,491
Dilution effect of share option schemes 1,998,209 1,093,230
Diluted weighted average number of shares 27,299,404 26,277,721

Earnings per share (total activities): 

- basic 9.9p 14.8p 
- diluted 9.2p 14.2p 

Earnings per share (continuing activities): 

- basic 9.9p 17.9p 
- diluted 9.2p 17.1p

Adjusted earnings per share (continuing activities): 

- basic 20.8p 17.9p 
- diluted 19.3p 17.1p

For the year ended 31 March 2009 the basic and diluted loss per share from discontinued activities totalled 3.1 pence and 2.9 pence respectively.
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9. Dividends 

A final dividend of 4 pence per Ordinary share is proposed (2009: 4 pence) and if approved by shareholders will be paid on 29 October 2010 to shareholders on the
register on 1 October 2010. An interim dividend of 3 pence per ordinary share (2009: 2 pence) was paid on 5 March 2010 making a total dividend for the year
ended 31 March 2010 of 7 pence per share (2009: 6 pence).

10. Result of discontinued operations

2010 2009 
£’000 £’000 

Revenue - 171

Expenses other than finance costs - trading - (628)
- closure costs - (637)

Pre tax loss on disposal of discontinued operations - (1,094)

Tax credit - 306

Post tax loss on disposal of discontinued operations - (788)

Basic loss per share - (3.1p)

Diluted loss per share - (2.9p)

The cash flow impact relating to discontinued operations:

Operating activities - (351)

Net cash used in discontinued operations - (351)

There have been no investing and financing activities in 2009 and 2008. 

Discontinued operations relate to the closure of a branch office in Paris during the year to 31 March 2009. 

11. Goodwill 

Total 
£’000 

Cost 
At 1 April 2008 and 2009 29,688

Additions
Barkers acquisition (note 33) 3,256
Additional consideration for Target Holdings AS 25
At 31 March 2010 32,969

Accumulated impairment charges
At 1 April 2007 to 31 March 2010 15,652

Carrying amount
At 31 March 2010 17,317
At 31 March 2008 and 31 March 2009 14,036

During the year the acquired goodwill was tested for impairment in accordance with IAS 36.

The impairment calculation is based on value in use.

The adoption of IFRS 8 has resulted in goodwill being monitored at an operating segment level. The recoverable amount of goodwill is calculated based on
projected discounted cash flows.

The key assumptions used by management in the discounted cash flow projections are: a discount rate of 13.27% (2009: 6.7%) based on the Group's weighted
average cost of capital (WACC); 8% (2009: 8%) growth in net revenues until the end of year 5; a constant return on sales of 8.5% (2009: 13%) over the 5 year
period; followed by 2.5% assumed profit growth thereafter. Cash flows for each year are considered to match profit after tax.

The Group’s impairment review is sensitive to changes in the key assumptions used, in particular the growth rate and discount rate. However, based on the Group’s
sensitivity analysis, a reasonable change in a single assumption will not cause impairment in any of the Group’s cash generating units.
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12. Property, plant and equipment

Leasehold Computer                   Furniture, equipment
improvements equipment & motor vehicles Total 

£’000 £’000 £’000 £’000 

Cost 
At 1 April 2008 2,680 2,355 810 5,845
Additions 136 192 109 437

At 31 March 2009 2,816 2,547 919 6,282
Additions 2,703 605 917 4,225
Acquisition - 222 36 258
Disposals (827) (1,479) (400) (2,706)
Foreign exchange (2) (11) (3) (16)

At 31 March 2010 4,690 1,884 1,469 8,043

Accumulated depreciation
At 1 April 2008 1,364 2,075 556 3,995
Charge for Year 231 150 89 470
Foreign exchange 5 37 (48) (6)

At 31 March 2009 1,600 2,262 597 4,459
Charge for year 389 297 163 849
Disposals (532) (1,449) (363) (2,344)
Foreign exchange - (43) 47 4

At 31 March 2010 1,457 1,067 444 2,968

Carrying amount 
At 31 March 2010 3,233 817 1,025 5,075

At 31 March 2009 1,216 285 322 1,823
At 31 March 2008 1,316 280 254 1,850
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13. Other intangible assets 

Customer Software and 
contracts development Total

£'000 £’000 £'000

Cost 
At 1 April 2008 - 157 157
Additions - 17 17

At 31 March 2009 174 174
Acquisition 676 - 676
Additions - 130 130
Disposals - (44) (44)

At 31 March 2010 676 260 936

Accumulated amortisation 
At 1 April 2008 - 125 125
Charge for Year - 25 25

At 31 March 2009 - 150 150
Charge for Year 169 31 200
Disposals - (44) (44)

At 31 March 2010 169 137 306

Carrying amount 

At 31 March 2010 507 123 630

At 31 March 2009 - 24 24
At 31 March 2008 - 32 32

14. Investments 

Principal investments 

The parent Company and the Group have investments in the following undertakings. 

Subsidiary Undertakings Country of 
Incorporation Principal Activity % Holding 

Penna Plc England and Wales Human Capital Management 100
Penna Management Services Plc* England and Wales Holding Company 100
Penna International Limited* England and Wales Holding Company 100
Penna Consulting (NI) Limited Northern Ireland      Human Capital Management 100
Penna Human Capital Management AB Sweden Human Capital Management 100
Target Holdings AS Norway Holding Company 100
Penna Consulting Germany GmBH Germany Human Capital Management 100

The percentage holding is for 2010 and 2009.

* Held directly by Penna Consulting plc 
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15. Trade and other receivables

2010 2009 2008 
£'000 £’000 £’000 

Trade receivables 17,421 12,748 11,290
Less provisions for impairment of trade receivables (176) (76) (19)

Trade receivables - net 17,245 12,672 11,271
Other debtors 1,107 1,207 919
Accrued income 229 101 102

Total financial assets other than cash and cash equivalents 
classified as loans and receivables 18,581 13,980 12,292
Cash and cash equivalents 5,314 8,875 2,961

Total financial assets classified as loans and receivables 23,895 22,855 15,253

The purchase consideration of certain acquisitions included the issue of loan notes. The balance of unredeemed loan notes at 31 March 2010 amounted to £24,000
(2009: £41,000). Cash has been transferred into a restricted deposit account to guarantee the payment of these loan notes. This is included within cash and cash
equivalents for the Company and Group.

Bad debt provision 

2010 2009 2008 
£'000 £’000 £’000 

Opening bad debts provision 76 19 129
Provision increase 100 57 -
Provision release - - (110)

Closing bad debts provision 176 76 19

As at 31 March 2010 trade receivables of £6,485,000 (2009: £3,666,000) were past due but not provided. They relate to customers with no default history and
therefore no provision has been made. The ageing analysis of these receivables is as shows:

2010 2009 2008 
£'000 £’000 £’000 

Up to 3 months 5,806 3,547 4,711
3 to 6 months 578 80 167
More than 6 months 101 39 198

6,485 3,666 5,076

Included within trade receivables past due but not provided is £602,000 for which court action will likely be required to recover the amounts due. The Directors have
not provided against this receivable in the financial statements as they are confident of full recovery.

The carrying values of the Group’s total financial assets other than cash and cash equivalents are denominated in the following currencies:

31 March 2010 31 March 2009 31 March 2008 
£'000 £’000 £’000 

Pound sterling 17,512 13,539 11,310
Euro 939 331 838
Swedish krona 130 110 144

18,581 13,980 12,292

The average credit period taken on rendering of services is 53 days (2009: 59 days). No interest is charged on the receivables for the first 30 days from the date of
the invoice. Thereafter, a late payment fee of 3% may be charged on the outstanding balance. An allowance has been made for estimated irrecoverable amounts
from the sale of goods of £176,000 (2009: £76,000). An allowance for impairment is made where there is an identified loss event which, based on previous
experience, is evidence of a reduction in the recovery of cash flows.

The Directors consider that the carrying amount of financial assets classified as loans and receivables approximates fair value.
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16. Other current assets 
2010 2009 2008 

£'000 £’000 £’000

Other debtors 1,107 1,207 919
Prepayments 1,197 1,111 767
Accrued income 229 101 102

2,533 2,419 1,788

17. Deferred tax 
Deferred tax is calculated in full on temporary differences under the liability method using a tax rate of 28% (2009: 28%).
The following are the major deferred tax assets recognised by the Group and movements thereon during the current period:

Short term Tax loss 
differences available Total 

£’000 £’000 £’000

At 1 April 2008 22 2 24
Credit to income 51 - 51

At 1 April 2009 73 2 75
Charge to income (320) - (320)

At 31 March 2010 (247) 2 (245)

18. Corporation tax

2010 2009
£’000 £’000 

Current tax:
UK Corporation tax on profit 611 -
Overseas tax 153 -
Adjustments in respect of prior periods - (153)

766 1,548
Deferred tax
Origination and reversal of timing differences 462 (51)
Adjustments in respect of prior periods (142) -

Total tax charge on profit 1,086 1,497

Corporation tax is calculated at 28% (2009: 28%) of the estimated assessable profit for the year. Taxation for other jurisdictions is calculated at the rates prevailing
in the respective jurisdictions.

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

2010 2009 
£’000 £’000 

Profit before tax: 3,583 6,003
Tax at the UK corporation tax rate of 28% (2009: 28%) 1,003 1,681

Factors affecting charge for the period:
Capital allowances in excess of depreciation - (52)
Expenses not deductible for tax purposes 166 120
Income not taxable - (11)
Unprovided overseas tax charge due to losses brought forward - 51
Tax losses arising / (utilised) in year 44 (139)
Adjustments in respect of prior periods (142) (153)
Effect of share options 15 -

Total tax charge on profit 1,086 1,497
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19. Financial instruments - Risk Management

The Group is exposed through its operations to the following financial risks:

• Credit risk

• Market risk

• Foreign exchange risk

• Liquidity risk

In common with all other businesses, the Group is exposed to risks that arise from its use of financial instruments. This note describes the Group’s objectives, policies
and processes for managing those risks and the methods used to measure them. Further quantitative information in respect of these risks is presented throughout
these financial statements.

There have been no substantive changes in the Group’s exposure to financial instrument risks, its objectives, policies and processes for managing those risks or the
methods used to measure them from previous periods unless otherwise stated in this note.

Principal financial instruments

The principal financial instruments used by the Group, from which financial instrument risk arises, are as follows:

• trade and other receivables

• cash at bank

• trade and other payables

• loan notes

• finance leases

General objectives, policies and processes

The Board has overall responsibility for the determination of the Group’s risk management objectives and polices and, whilst retaining ultimate responsibility for
them, it has delegated the authority for designing and operating processes that ensure the effective implementation of the objectives and policies to the Group’s
finance function. 

The overall objective of the Board is to set policies that seek to reduce risk as far as possible without unduly affecting the Group’s competitiveness and flexibility.
Further details regarding these policies are set out below:

Credit risk

Credit risk is the risk of financial loss to the Group if a customer or a counterparty to a financial instrument fails to meet its contractual obligations. The Group is
mainly exposed to credit risk from credit sales. It is group policy, implemented locally, to assess the credit risk of new customers before entering contracts. Such
credit ratings are taken into account by local business practices.

Credit risk also arises from cash and cash equivalents and deposits with banks and financial institutions. This is addressed by only banking with reputable financial institutions.

The Group does not enter into derivatives to manage credit risk, although in certain isolated cases may take steps to mitigate such risks if it is sufficiently concentrated.

Market risk

Market risk arises from the Group’s use of interest bearing financial instruments. It is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in interest rates (interest rate risk), foreign exchange rates (currency risk) or other market factors (other price risk).

The Directors have reviewed the effect of a 1% increase or decrease in interest rates and have assessed this to be immaterial on the Group’s profits.

Foreign exchange risk

Foreign exchange risk arises because the Group has operations located in various parts of the world whose functional currency is not the same as the functional
currency in which the Group companies are operating. The Group’s net assets arising from such overseas operations are exposed to foreign exchange risk resulting
in gains or losses on retranslation into sterling. Only in exceptional circumstances will the Group consider hedging its net investments in overseas operations as
generally it does not consider that the reduction in foreign currency exposure warrants the cash flow risk created from such hedging techniques.

Foreign exchange risk also arises when individual group entities enter into transactions denominated in a currency other than their functional currency. Where it is
considered the risk to the Group is significant, group treasury will enter into a matching forward contract with a reputable bank.

The Group’s policy is, where possible, to allow group entities to settle liabilities denominated in their functional currency (primarily euro or pound sterling) with the cash
generated from their own operations in that currency. Where group entities have liabilities denominated in a currency other than their functional currency (and have
insufficient reserves of that currency to settle them) cash already denominated in that currency will, where possible, be transferred from elsewhere within the Group.

The Directors have reviewed the effect of a 5% increase or decrease in exchange rates and have assessed this to be immaterial on the Group’s profits.
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Liquidity risk 

The liquidity risk of the Group is managed centrally. The working capital needs of the Group are forecast on a weekly and rolling three month and twelve month basis. 

Surplus cash is held centrally to maximise returns on deposits through economies of scale. The type of cash instrument and its maturity will depend on the Group’s
forecast cash requirements.  

Capital disclosures

The capital structure of the Group comprises equity attributes to the equity holders of Penna Consulting Plc consisting of ordinary share capital, reserves and
retained earnings as disclosed in note 27, and cash and cash equivalents as disclosed in note 29.

The Group’s objectives when maintaining capital are: to safeguard the entity’s ability to continue as a going concern, so that it can continue to provide returns for
shareholders and benefits for other stakeholders, and to provide an adequate return to shareholders by pricing products and services commensurately with the level
of risk.

The Group sets the amount of capital it requires in proportion to risk. The Group manages its capital structure and makes adjustments to it in the light of changes in
economic conditions and the risk characteristics of the underlying assets. In order to maintain or adjust the capital structure, the Group may adjust the amount of
dividends paid to shareholders, return capital to shareholders, issue new shares, or sell assets to reduce debt.

At the year end the Company had debt of £24,000 (2009: £41,000, 2008: £111,000) consisting of loan notes (see notes 20 and 21).

20. Trade and other payables

2010 2009 2008 
£’000 £’000 £’000 

Trade payables 7,856 2,520 2,368
Other payables and accruals (note 24) 13,078 9,129 6,240

Total financial liabilities, excluding loans and borrowings, classified 
as financial liabilities measured at amortised cost 20,934 11,649 8,608
Loan (note 21) 24 41 111
Obligation under finance lease (note 22) - - 88

Total financial liabilities measured at amortised cost 20,958 11,690 8,807

Maturity analysis of the financial liabilities, classified as financial liabilities measured at amortised cost, is as follows:

31 March 2010 31 March 2009 31 March 2008
£’000 £’000 £’000

Up to 3 months 18,704 10,850 8,289
3 to 6 months 2,254 840 481
6 to 12 months - - 37

20,958 11,690 8,807

Trade payables principally comprise amounts outstanding for trade purchases and ongoing costs. The average credit period taken for trade purchases is 31 days
(2009: 20 days, 2008: 24 days). 

The Directors consider that the carrying amount of financial liabilities measured at amortised cost approximates to their fair value. 
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21. Loan notes

2010 2009 2008 
£’000 £’000 £’000 

Secured loan notes 24 41 111

Loan notes are repayable on demand. Per note 15, cash held in a restricted deposit account has guaranteed the secured loan note. The loan notes incur interest at
variable rates ranging between 0.1% and 3%. During the year £17,000 (2009: £70,000) of loan notes were redeemed. The fair value of loan notes was the same
as book value above.

22. Obligations under finance leases 

Minimum lease payments 

Amounts payable under finance leases: 

2010 2009 2008 
£’000 £’000 £’000 

Within one year - - 93
Less: future finance charges - - (5)

Present value of lease obligations - - 88
Less: Amount due for settlement within 12 months (shown under current liabilities) - - (88)

It is the Group’s policy to lease certain of its leasehold improvements under finance leases. The average lease term is 5 years. For the year ended 31 March 2010,
the average effective interest rate was nil (2009: nil, 2008: 11.3%).

All lease obligations are denominated in sterling. The fair value of the Group’s lease obligations approximates to their carrying amount. The Group’s obligations are
secured by the lessor’s charges over the leased assets (see note 12).

23. Provisions

Onerous Leasehold 
contracts Dilapidations Total 

£’000 £’000 £’000

At 1 April 2008 122 382 504
Additional provision - 79 79
Utilised in year (47) - (47)

At 31 March 2009 75 461 536

Additional provision - 92 79
Utilised in year (29) (69) (47)

At 31 March 2010 46 484 536

Due within one year or less 46 - 46
Due after more than one year - 484 484

Onerous contracts relate to the excess of rents payable over rents receivable on sub-let office space. Inherent uncertainties in measuring the provision relate to
estimates of rents that will be received in the future on vacant property, and estimating future rents on property where the current sub-lease is of a shorter duration
than the head lease. 

Leasehold dilapidations relate to the estimated cost of returning a leasehold property to its original state at the end of the lease in accordance with the lease terms.
The cost is recognised as depreciation of leasehold improvements over the remaining terms of the lease. The main uncertainty relates to estimating the cost that will
be incurred at the end of the lease. 
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24. Other payables and accruals 

2010 2009 2008 
£’000 £’000 £’000 

Amounts falling due within one year: 

Other payables and accruals: 
Media and associate accruals 6,916 3,228 2,462
Staff related accruals 1,340 1,621 739
Overhead accruals 2,630 1,432 1,471
Other accruals 2,192 2,848 1,568

13,078 9,129 6,240

Deferred income 1,638 3,082 1,849
Other taxes and social security 1,623 1,629 1,317

16,339 13,840 9,406

25. Share capital 

2010 2009 2008
£’000 £’000 £’000 

Authorised 26,000,000 (2009: 26,000,000, 2008: 26,000,000) 
ordinary shares of 5p each 1,300 1,300 1,300

Issued and fully paid 2010 2010 2009 2009 2008 2008
Number £’000 Number £’000 Number £'000

At beginning of the year 25,400,452 1,270 25,273,348 1,264 25,273,348 1,264
Issued for cash during the year 386,220 19 127,104 6 - -

At the end of the year 25,786,672 1,289 25,400,452 1,270 25,273,348 1,264

26. Share premium account

2010 2009 2008
£’000 £’000 £’000

At the beginning of the year 15,209 15,109 15,109
Premium arising on issue of equity shares 430 100 -

At the end of the year 15,639 15,209 15,109
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27. Equity shareholders’ funds 

Called up Share Currency
share premium Merger ESOP translation Retained

capital account reserve reserve reserve loss Total
£’000 £’000 £’000 £’000 £’000 £'000 £’000 

Balance at 1 April 2008 1,264 15,109 10,170 (397) 3 (6,818) 19,331

Share issue 6 100 - - - - 106
Currency translation differences - - - - (129) - (129)
Net profit for the year - - - - - 3,718 3,718
Equity dividend paid - - - - - (1,007) (1,007)
Share option credit - - - - - 130 130

Balance at 1 April 2009 1,270 15,209 10,170 (397) (126) (3,977) 22,149

Share issue 19 430 - - - - 449
Currency translation differences - - - - (1) - (1)
Net profit for the year - - - - - 2,497 2,497
Equity dividend paid - - - - - (1,812) (1,812)
Purchase of company shares by EBT - - - (676) - - (676)
Share option credit - - - - - 240 240

Balance at 31 March 2010 1,289 15,639 10,170 (1,073) (127) (3,052) 22,846

Called up share capital is the total issued share capital at nominal value.

The share premium account represents the excess of the proceeds of share allotments over the nominal value of those shares. 

The merger reserve represents non-distributable reserves arising upon the acquisition of certain subsidiaries for which the consideration included the issue of shares
eligible for merger relief. 

The ESOP reserve represents the costs of 467,974 (2009 and 2008: 100,000) shares of the Company acquired with finance provided by the Company and held by
the Trustee of the ESOP scheme (refer note 31). 

The currency translation reserve represents exchange differences arising on the translation of the assets and liabilities and income and expense items of the Group's
foreign operations into sterling.

Retained loss is the cumulative loss recognised.

28. Related party transactions 

Key management personnel 

Key management personnel comprises the Board of Directors which manages the business and affairs of the Company. Details of shares held in the Company by
Directors and share options granted, and remuneration of key management personnel are disclosed in the Directors’ Remuneration report (pages 10 to 12). 

29. Cash and cash equivalents 

2010 2009 2008 
£’000 £’000 £’000

Cash and cash equivalents are made up as follows: 
Cash 5,290 8,834 2,850
Cash on restricted deposit 24 41 111

Cash and cash equivalents 5,314 8,875 2,961
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30. Leases 

Operating leases - lessee 

The Group leases all of its properties. The terms of the leases vary, but are negotiated for an average term of 10 years and rentals are fixed for an average of 5 years. 

The total future minimum lease payments are due as follows:

2010 2009 2008 
£’000 £’000 £’000 

Not later than one year 3,591 2,608 2,948
Later than one year and not later than five years 11,411 7,294 7,757
Later than five years 6,635 2,315 2,485

21,637 12,217 13,190

Operating leases - lessor 

Certain properties may have been vacated prior to the end of the lease term. Where possible the Group always endeavours to sub-lease such vacant space on 
short-term lets. An onerous provision is recognised where the rents receivable over the lease term are less than the obligation to the head lessor (see note 23). 

The sub-lease rental income for the year ended 31 March 2010 was £573,850 (2009: £573,850) and has been offset against total rental payable in the 
consolidated statement of comprehensive income.

The minimum rent receivables under non-cancellable operating leases are as follows:

2010 2009 2008 
£’000 £’000 £’000 

Not later than one year 574 574 574
Later than one year and not later than five years 2,295 2,295 2,295
Later than five years 143 717 1,291

3,012 3,586 4,160

31. Share-based payments 

Options have been granted under the Penna Executive Share Option Scheme, the Penna Consulting Plc Long Term Incentive Plan 2007 (LTIP) and Sharesave Scheme
to subscribe for ordinary shares of the Company. Options are exercisable at a price equal to the quoted market prices of the Company’s shares on the date of grant
for those granted under the Executive Share Option Scheme and LTIP; and at a discount (up to 20%) for those granted under the Sharesave Scheme. The vesting
period for the Executive Share Option Scheme and LTIP is between 3 and 10 years after date of grant, depending on achievement of certain performance conditions,
and for the Sharesave Scheme for six months after the third anniversary of date of grant. 

The options expire immediately after the vesting period. Options are forfeited if the employee leaves the Group before the options vest. 

The option pricing model used is Black-Scholes.
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Details of the share options outstanding during the year are as follows:

2010 2009 2008
2010 Weighted average 2009 Weighted average 2008 Weighted average

No of share options Exercise price (£) No of share options Exercise price (£) No of share options Exercise price (£)

Outstanding at beginning of year 4,770,316 1.07 4,776,066 1.02 845,028 1.10
Granted during the year 512,113 2.00 502,859 1.41 4,154,674 1.00
Forfeited during the year (348,556) 1.08 (352,355) 1.00 (233,636) 1.00
Exercised during the year (386,220) 1.13 (124,433) 0.67 - -
Expired during the year - - (31,821) 0.61 - -

Outstanding at the end of the year 4,547,653 0.99 4,770,316 0.97 4,776,066 1.02

Exercisable at the end of the year 173,000 1.19 584,809 1.20 233,671 1.13

The Group recognised total expenses of £240,000, £130,000 and £67,096 related to equity-settled share-based payment transactions in 2010, 2009 and 
2008 respectively.

Share options were granted at £1.95 per share and £2.20 per share during the year. Share options exercised during the year relate to the options under the SAYE
scheme and under the Executive Share Option Scheme. The range of exercise prices of share options outstanding at the year end was £1.00 to £2.20. 

The following information is relevant in the determination of fair value of options granted during the year under the equity settled share based remuneration scheme
operated by the Group.

2010 2009 2008

Weighted average share price 213p 100p 100p
Weighted average exercise price 200p 100p 100p
Expected volatility 20% 20% 20%
Expected life 3-5 years* 3-5 years* 3-5 years*
Expected dividend yield 4% 4% 2%
Risk free rate 5% 5% 5%

The weighted average contractual life of options outstanding at the end of the period was 5 years, 5 months (2009: 5 years, 5 months).

The weighted average fair value of options granted in the period was 33.6p (2009: 19.0p).

The volatility assumption, measured at the standard deviation of expected share price returns, is based on a statistical analysis of daily share prices over the last
three years.

* Save As You Earn - 3 years. Other share options - 3-5 years.

ESOP Scheme 

Penna Consulting Plc established an ‘ESOP’ scheme as an incentive scheme for employees. The Trustee, Ogier (Jersey) purchased the Company’s shares in the open
market with finance provided by the Company. Costs in respect of the scheme are written off as incurred. The original cost of the shares of £1,073,148 represents
the purchase of 467,974 shares. This value is held in reserves. The market value of the shares at the balance sheet date was £964,026. The right to dividends has
been waived and at balance sheet date, no shares had been allocated to employees. Allocation is at the discretion of the Remuneration Committee. 

32. Retirement benefit schemes 

A defined contribution scheme is operated on behalf of the employees of three of the subsidiary undertakings. The assets are held separately from those of the
Company in an independently administered fund. The total cost charged to income of £388,000 (2009: £258,000) represents contributions payable to these
schemes. There were no outstanding contributions at the year-end (2009: £nil). 
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33. Business combinations

On 29 June 2009 the Group acquired the trade, assets and certain liabilities of Barkers Group Limited (”Barkers”) for £8.6m in cash.

Analysis of the acquisition is set out below:

Provisional
Carrying fair value Provisional
amount adjustments fair value

£’000 £’000 £’000 

Intangible assets - 676 676
Property, plant and equipment 258 - 258
Trade and other receivables 9,082 - 9,082
Trade and other payables (4,406) - (4,406)

Net assets 4,934 676 5,610

Net assets acquired 5,610

Cash 8,600
Costs associated with the acquisition 266

8,866

Effects on group cash flow:
Cash consideration and costs (8,866)
Net cash outflow (5,773)

Separately identifiable intangible assets, primarily representing customer relationships, amounting to £676,000 were recognised as a fair value adjustment 
on acquisition.

The Group has used the income approach to measure the forecasted economic benefit streams of the acquired businesses’ key customer relationships. These benefit
streams have been discounted to a present value with an appropriate risk adjusted weighted average cost of capital. Risk adjusted includes general market rates of
return at the valuation date, business risks associated with the industry and other risks specific to the assets being valued.

The Directors have not identified further intangibles as part of the business combinations due to the fact that the remaining goodwill represents the key
management and employees of the businesses. The Group cannot have sufficient control over these employees and therefore over the probable future economic
benefits arising from the employees.

The fair value adjustments are provisional as the Directors intend to reserve their right to re-appraise fair values up until twelve months from the date of acquisition. 

The financial performance of the acquired business from 1 April 2009 to the date of acquisition and from the date of acquisition to the 31 March 2010 is
summarised below:

1 April 2009 Post
to date of acquisition to 

acquisition 31 March 2010
£’000 £’000

Revenue 19,167 46,200
Net revenue 4,716 10,500
Operating (loss)/profit (1,343) 700

The revenue and operating profit for the combined group as though all business combinations had been combined at the start of the year would have been
£127,625,000 and £2,223,000 respectively.
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We have audited the parent Company financial statements of Penna Consulting plc for the year ended 31 March 2010 which comprise the parent company balance
sheet and the related notes. The financial reporting framework that has been applied in their preparation is applicable law and United Kingdom Accounting
Standards (United Kingdom Generally Accepted Accounting Practice).

This report is made solely to the Company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act 2006. Our audit work has been
undertaken so that we might state to the Company’s members those matters we are required to state to them in an auditor’s report and for no other purpose. 
To the fullest extent permitted by law, we do not accept or assume 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

As explained more fully in the Directors’ Responsibilities Statement on page 5, the Directors are responsible for the preparation of the parent company financial
statements and for being satisfied that they give a true and fair view. Our responsibility is to audit the parent company financial statements in accordance with
applicable law and International Standards on Auditing (UK and Ireland). Those standards require us to comply with the Auditing Practices Board’s (APB’s) Ethical
Standards for Auditors.

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements is provided on the APB‘s website at www.frc.org.uk/apb/scope/UKNP

Opinion on financial statements

In our opinion the parent company financial statements:

• give a true and fair view of the state of the Company’s affairs as at 31 March 2010; 

• have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and

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

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the Directors’ Report for the financial year for which the financial statements are prepared is consistent with the parent
company financial statements.

Matters on which we are required to report by exception

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

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

• the parent company financial statements are not in agreement with the accounting records and returns; or

• certain disclosures of Directors’ remuneration specified by law are not made; or

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

Other matter

We have reported separately on the group financial statements of Penna Consulting plc for the year ended 31 March 2010. 

Charles Hutton-Potts

Senior Statutory Auditor

for and on behalf of Grant Thornton UK LLP

Statutory Auditor, Chartered Accountants

London

6 July 2010

Independent auditor’s report to the members
of Penna Consulting plc
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Company balance sheet
as at 31 March 2010

31 March 2010 31 March 2009
Note £’000 £’000

Fixed assets
Investments c 16,155 15,890

16,155 15,890

Current assets
Debtors d 29,890 27,066
Cash at bank and in hand e 25 7,983

29,915 35,049

Creditors: Amounts falling due within one year f (26,216) (29,095)

Net current assets 3,699 5,954

Net assets 19,854 21,844

Capital and reserves
Called up share capital g 1,289 1,270
Share premium account h 15,639 15,209
Employee Share Option Plan reserve i (1,073) (397)
Profit and loss account j 3,999 5,762

Shareholders’ funds k 19,854 21,844

The financial statements were approved by the Board of Directors and authorised for issue on 6 July 2010. They were signed on its behalf by: 

David SP Firth 
Finance Director 

The accompanying notes are an integral part of this Balance Sheet. 
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Notes to the Company financial statements
for the year ended 31 March 2010

a. Significant accounting policies 

Basis of accounting 

The financial statements have been prepared under the historical cost convention and in accordance with applicable United Kingdom law and accounting standards.

Investments 

Investments are shown at cost less provision for impairment.

Financial instruments

Financial assets and financial liabilities are recognised in the Company’s balance sheet when the Company becomes a party to the contractual provisions 
of the instrument.

Financial assets

The Company’s financial assets comprise cash and various other receivable balances that arise from its operations. Trade receivables, loans and other receivables 
that have fixed or determinable payments that are not quoted in an active market are classified as loans and receivables. Loans and receivables are measured 
at amortised cost using the effective interest rate method, less any impairment. Interest income is recognised by applying the effective interest rate, except for 
short-term receivables when the recognition of interest would be immaterial.

Financial assets are assessed for impairment at each balance sheet date, and are impaired where there is objective evidence that, as a result of one or more events
that occurred after the initial recognition of the financial asset, the estimated future cash flows of the investment have been impacted.

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets with the exception of trade receivables, where the carrying
amount is reduced through the use of an allowance account. When a trade receivable is considered uncollectible, it is written off against the allowance account.
Subsequent recoveries of amounts previously written off are credited against the allowance account. Changes in the carrying amount of the allowance account 
are recognised in profit and loss. If in a subsequent period the amount of the impairment loss decreases and the decreases can be related objectively to an event
occurring after the impairment was recognised, the previously recognised impairment loss is reversed through profit and loss to the extent that the carrying amount 
of the financial asset at the date the impairment is reversed does not exceed what the amortised cost would have been had the impairment not been recognised.

Cash and cash equivalents includes cash in hand and bank deposits that are readily convertible to a known amount of cash and are subject to an insignificant risk
of changes in value, less bank overdrafts where right of set-off exists.

The Company derecognises a financial asset only when the contractual rights to the cash flows from the assets expire; or it transfers the financial asset and
substantially all of the risks and rewards of ownership of the asset to another entity. If the Company neither transfers nor retains substantially all the risks and
rewards of ownership and continues to control the asset, the Company recognises its retained interest in the asset and associated liability for amounts it may have
to pay. If the Company retains substantially all the risks and rewards of ownership of a transferred financial asset, the Company continues to recognise the financial
asset and also recognises a collateralised borrowing for the proceeds received.

Financial liabilities and equity

Financial liabilities and equity instruments are classified according to the substance of the contractual arrangements entered into.

The Company’s financial liabilities comprise trade payables, borrowings, bank overdrafts and other payable balances that arise from its operations. They are classified
as ‘financial liabilities measured at amortised cost’. Finance charges are accounted for on an accrual basis in profit or loss using the effective interest rate method
and are added to the carrying amount of the investment to the extent they are not settled in the period in which they arise.

The Company derecognises financial liabilities when the Company’s obligations are discharged, cancelled or they expire.

Share based payments 

The Company operates a share options scheme to incentivise employees of its subsidiary companies. The details of the scheme can be found in note 31 of the
consolidated financial statements. As there are no employees in Penna Consulting Plc, the share based payment is treated as capital contribution and therefore
included in cost of investment.

b. Profit for the year 

As permitted by section 408 of the Companies Act 2006, the Company has elected not to present its own profit and loss account for the year. The Company
reported a loss for the financial year ended 31 March 2010 of £191,000 (2009 loss: £29,000). 

The auditors’ remuneration for audit services to the Company was £30,000 (2009: £28,000). 

The Company has no employees in the current or prior year. 
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  c. Fixed assets investments

Company 
£’000s 

Cost 

At 31 March 2009 26,648
Additions 265

At 31 March 2010 26,913

Provisions for impairment

At 31 March 2009 and 31 March 2010 10,758

Net book value

At 31 March 2010 16,155
At 31 March 2009 15,890

d. Debtors 

2010 2009
£’000 £’000 

Trade debtors - 41 
Amounts owed by subsidiary undertakings 29,873 27,025
Other debtors 17 -

29,890 27,066

e. Cash at bank and in hand 

In previous periods the purchase consideration for certain acquisitions included the issue of loan notes. The balance of unredeemed loan notes at the year end
amounted to £24,000 (2009: £41,000). Cash has been transferred into a restricted deposit account to guarantee the payment of certain of these loan notes. 
This is included within cash at bank and in hand for the Company. 

f. Creditors: Amounts falling due within one year 

2010 2009
£’000 £’000

Loan notes 24 41
Amounts due to subsidiary undertakings 26,192 29,054

26,216 29,055
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g. Share capital 

2010 2009 
£’000 £’000 

Authorised 
26,000,000 (2009: 26,000,000) ordinary shares of 5p each 1,300 1,300

Issued and fully paid 
Number £’000 Number £’000 

At beginning of the year 25,400,452 1,270 25,273,348 1,264
Issued for cash during the year 386,220 19 127,104 6

At end of the year 25,786,672 1,289 25,400,452 1,270

h. Share premium account 

£’000 

Balance at 1 April 2009 15,209
Increase in share capital 430

Balance at 31 March 2009 15,639

i. Employee share option reserve
£’000

Balance at 1 April 2009 (397)
Purchase of shares by EBT (676)

Balance at 31 March 2010 (1,073)

j. Profit and loss account 

£000’s 

Balance at 1 April 2009 5,762
Loss for the financial year (191)
Equity dividends paid (1,812)
Share option credit 240

Balance at 31 March 2010 3,999

k. Reconciliation of movements in Shareholders’ funds

£’000 

Balance at 1 April 2009 21,844
Increase in share capital 449
Purchase of shares by EBT (676)
Loss for the financial year (191)
Equity dividends paid (1,812)
Share option credit 240

Balance at 31 March 2010 19,854
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Further information

Advisers

Auditors
Grant Thornton UK LLP
Grant Thornton House 
Melton Street
Euston Square
London
NW1 2EP

Nominated Adviser 
Hawkpoint Partners Ltd
41 Lothbury
London
EC2R 7AE

Stockbroker
Collins Stewart 
Europe Limited
88 Wood Street
London
EC2V 7QR

Bankers
Barclays Bank Plc
1 Churchill Place
E14 5HP

Registrar and Transfer
Office
Capita Registrars
The Registry
34 Beckenham Road
Beckenham
Kent
BR3 4BR

Useful Information for Shareholders 

Diary
The Annual General Meeting will be held at 2.00pm on 23 September 2010 at 55 Gracechurch Street, London EC3V 0EE.

Share Price Information
Up to date information on the Company’s share price can be found on our website at www.penna.com. Daily share prices are published in the Financial Times
and The Times.

Where to contact us

General Enquiries
+44 (0)20 7332 7777
info@penna.com
www.penna.com

We operate from: 

Austria
Belgium
Denmark
Finland
France
Germany
Greece
Ireland
Italy

Netherlands
Norway
Portugal
Romania
Spain
Sweden
Switzerland
United Kingdom

Argentina
Brazil
Canada
Colombia
Mexico
Panama
Puerto Rico
USA

Australia
Hong Kong
Japan
Korea
Singapore
New Zealand






