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corporate statement:

Since 1969, Morson Group has continually grown,
broadening its range of services and evolving to
become a leading provider of human capital and
engineering design solutions to the engineering
and technical business sectors.

Our unique dual offering of Morson International’s
resource expertise and Morson Project’s engineering
design consultancy provides the flexibility and
capability that today's clients demand.
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highlights:

01

+20.5%

TURNOVER
(TO £394.0 MILLION)

26.0%

NET FEE INCOME
(TO £33.7 MILLION)

+22.9%

PROFIT BEFORE TAX
(TO £10.1 MILLION)

+

Note: Information in charts relates to the consolidated trading
of Morson Human Resources Ltd (Morson International) and

Morson Projects Ltd.
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£234.7m
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£265.9m
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BASIC EPS

£394.0m

£326.8m
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our business at a glance: 02

morson group plc:

The holding company for the Group which has two core trading subsidiaries:

morson international:

As the UK's largest and highly respected technical recruitment company, Morson
International provides flexible resourcing solutions across many of the most
challenging sectors:

aerospace building construction
iIndustrial naval
process scientific telecoms

morson projects:

Has been providing ‘world-class” multi-disciplined engineering, design and
project management services for over 25 years to international clients within
the following industries:

aerospace general engineering
power generation transportation
manufacturing

REVENUE SPLIT BY
SECTOR (2006)
® Aero/defence 37%
@ Rail 21%
® Nuclear/energy 26%
® Construction 7%
® Scientific 2%
® Other 6%

QOil and gas 1%

REVENUE SPLIT BY
SECTOR (2007)
.\\ ® Aero/defence 35%
L ® Rail 24%
- ® Nuclear/energy 22%
® Construction 7%
® Scientific 2%
©® Other 4%
QOil and gas 5%
Telecoms 1%
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morson projects:
+25.3% Increase
in gross profit

Morson Projects has over 20 years' experience in providing flexible
design solutions and has continued to develop, securing work on
the Joint Strike Fighter project and with Bombardier Aerospace.

aerospace and defence:
+c.17% Increase in average
contractor numbers

New contract wins with Aircelle and Spirit Aerosystems have enhanced
strong organic growth across military, civil and naval marine sectors.

nuclear and power:
c.22% of Group revenues

The division has continued to supply key engineering skills to

maintain and develop power generation throughout the UK. In addition,
the Government’s recommendations for new nuclear power stations
and the inevitable decommissioning work should continue to drive
demand over the coming decade.

rail:
+c.£28.6 million Increase
INn revenues

Continued excellent growth has occurred through extension of
preferred supplier status with our key clients. We continue to be
one of the key suppliers of technical engineering talent to the key
companies responsible for both the national rail network and the
London underground.

oil & gas:
+¢.65% Increase In
contractor numbers

Qil prices have underpinned project work with increased global
demand. Continued development in this sector is expected as
Morson continues to develop what is, for us, an emerging market.

www.morson.com



chairman’s statement:
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summary of chairman’s statement

A Strong results demonstrate the Group's ability
to generate revenues and profit growth across
all sectors and strategic business units.

2 Morson's strategy is to focus on organic growth
through the expansion of business development
initiatives and to augment this growth through
selective acquisitions in certain key strategic
areas particularly in complementary sectors
and geographies.

7 During the year we have acquired and integrated
four businesses, strengthening our client base
as well as extending the opportunities to supply
additional disciplines and the potential to promote
our managed vendor services.

2 Morson's outlook for 2008 is positive, the Board
is forecasting continued sustainable growth.

The results for 2007 are

strong with Morson delivering
significant growth In turnover
and profitability, yet again
demonstrating our ability to
perform across economic cycles.

www.morson.com

Introduction

| am pleased to present a strong set of results
for the full year ended 31 December 2007 which
extends the excellent record of the Group with
turnover and profits significantly increased from
the prior year. These results further demonstrate
the team'’s ability to generate revenues and
profit growth across all sectors and strategic
business units of the Group.

Results
Key financial highlights include:

= Group revenues up 20.5% to
£394.0 million (2006: £326.8 million);

= Group Net Fee Income up 26.0% to
£33.7 million (2006: £26.7 million);

= operating profit increased from
£10.8 million to £12.3 million, a rise
of 14.0%;

= adjusted operating profit adding back
amortisation of £639,000 (2006: £nil)
increased by 19.9% from £10.8 million
to £12.9 million;

= adjusted operating profit margin is
maintained at 3.3 % (2006: 3.3%);

Morson Group PLC
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= profit before tax has risen 22.9%
to £10.1 million (2006: £8.2 million);

= adjusted profit before tax and amortisation
increasing from £9.5 million* to £10.8 million,
arise of 13.7%;

= basic earnings per share of 15.26 pence
(2006: 14.72 pence**); and

=+ Group Net Assets have increased from
£45.3 million to £50.0 million.

* 2006 profit before tax of £8.3 million has been
adjusted by adding back bank and interest finance
costs of £1.2 million which related to the corporate
structure prior to the flotation.

** 2006 basic earnings per share calculations are
affected by the distortion in the weighted average
number of shares caused by the three month
period of 2006 prior to the flotation. Calculated
on the pro forma basis of the weighted average
number of shares used in the 2007 calculation
the 2006 figure would be 12.73 pence.

These results reflect a combination of solid
organic growth and a modest contribution
from acquisitions. During the year the Group
successfully completed four acquisitions,
collectively in the period these contributed
5.5% of Group revenues.

Morson Group PLC
Annual Report and Accounts 2007

Dividends

The Board is proposing a final dividend of

3.9 pence per share (2006: 3.0 pence) giving

a total dividend for the year of 5.8 pence per
share (2006: 4.5 pence), an increase of 28.9%
on the previous year. This increase reflects the
higher earnings and the Board's confidence that
the Group is well placed to continue to develop
and grow. The final dividend will be paid on

29 May 2008 to shareholders on the register
at 2 May 2008.

Strategy

Morson's strategy is to focus on organic
growth through the expansion of business
development initiatives and to augment
this growth through selective acquisitions
in certain key strategic areas particularly

in complementary sectors and geographies.

As our position in the market grows we continue
to focus on our margins. Morson Projects higher
margin consultancy services and targeted
Group business development are all critical
components of this margin focus.

In all our selected markets there is a trend
amongst clients towards placing contracts
with fewer suppliers and for longer periods

of time. This benefits major suppliers such as
Morson allowing the delivery of efficient and
cost effective integrated solutions. As industry
consolidation continues, through both horizontal
and vertical market integration, Morson will
progressively extend the range of solutions
that we can offer, through joint ventures,
partnership or acquisition.

We continue to invest in our Business
Development team, which has grown
by three key people over the last year,
to deliver and develop this strategy.

Acquisitions

During 2007 we made four acquisitions,
White & Nunn Holdings Limited (“WNH")
and Pentagon Personnel Limited (Pentagon)
in February 2007, Commissioning and
Technical Services Limited (“CTS") in April 2007
and Rosta Engineering Company Limited
(Rosta) in November 2007 for an aggregate
consideration of £6.9 million. Collectively
during 2007 these acquisitions contributed
some £21.9 million of revenue and £2.8 million
of NFI.

£394 million

TURNOVER: INCREASE 20.5%
(2006: £327 MILLION)

6.9 million

FOUR ACQUISITIONS: AGGREGATE CONSIDERATION

www.morson.com
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Morson Is committed to
supporting Its employees,
local charities and ensuring

Its activities have as little

Impact on the environment
as possible.
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Gerry Mason (aged 69)

Non-executive Chairman

Gerry trained as an engineer and founded

the Morson business in 1969. Under Gerry's
leadership the business grew to become

the UK’s leading provider of technical human
capital solutions. Gerry retired as an Executive
Director in 1999 but retains a wealth of
industry experience and contacts.

Paul Gilmour (aged 43)

Group Financial Director

Having completed a Bachelor of Science
degree in Mathematics at Durham University,
Paul trained and qualified as a Chartered
Accountant with Touche Ross & Co. before
joining Morson in 1991 as Financial Controller.
Paul became Finance Director in 1993 and

is a key member of the management team
responsible for financial management,
reporting and development throughout

the Group.

www.morson.com

Karl Monaghan (aged 45)

Non-executive Director

After graduating from University College
Dublin with a Bachelor of Commerce degree,
Karl trained as a Chartered Accountant with
KPMG in Dublin. He has worked in the
corporate finance departments at a number
of merchant banks and stockbrokers, latterly
with Credit Lyonnais Securities for seven
years and Robert W. Baird for two years until
June 2002. During this time he focused on
business services companies and has
significant experience in advising companies
in the staffing sector. He set up Ashling
Capital LLP in December 2002 to provide
consultancy services to quoted and private
companies. He is also a Non-executive

Director of a number of other AIM companies.

Kevin Gorton (aged 44)

Managing Director

Kevin, who joined the Group in 1995,

has extensive experience of managing
multi-disciplined human capital management
projects throughout the world, including
developing managing agent solutions, change
management processes, cost management
strategies and operational delivery models.
Kevin has a key role in the strategic
development of the Group.

Ged Mason (aged 44)

Chief Executive

Ged has been Chief Executive of Morson since
January 2005, having been Managing Director
since 1999. He joined Morson International in
1986 following completion of his university
education and a period working for a technical
recruitment organisation in Canada. As Chief
Executive, Ged has full responsibility for group
strategy and commercial performance along
with key staff resourcing strategy and key
client liaison.

lan Knight (aged 57)

Non-executive Director

lan is an experienced Non-executive

Director with a strong track record of leading
acquisition programmes, the development
and implementation of business strategy

and business transformation exercises.

lan was previously Group Treasurer of the
Yorkshire Water Group from privatisation in
1989 until 1998, when he became Finance
and Strategic Development Director for its
non-water subsidiaries, helping to grow these
infrastructure businesses both organically and
by acquisition. He is currently Non-executive
Chairman of QDS Environmental Limited and
Delta Simons Environmental Consultants
Limited and a Non-executive Director of
Mouchel Group PLC and Elco Limited.

Morson Group PLC
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directors’ report: 2

The Directors present their report and the audited financial statements of the Company and of the Group for the year ended 31 December 2007.

Principal activities

The principal activities of the Group are as an expert in human capital resourcing including acting as an employment business, a recruitment
agency and the provision of technical personnel for engineering management and design consultancy. There have not been any significant
changes in the Company’s principal activities in the year under review. The Directors are not aware, at the date of this report, of any likely major
changes in the Company’s activities in the next year.

Review of business and future developments
The Chairman’s Statement on pages 4 to 7 and the Business Review on pages 8 to 17 report on the performance of the Group, including key
performance indicators, during the year ended 31 December 2007 and its prospects for the future.

Results and dividends

The results for the year are shown in the consolidated income statement on page 32. The Directors recommend a final dividend of 3.9 pence per
share (2006: 3.0 pence), which subject to approval at the Annual General Meeting will be paid on 29 May 2008 to all shareholders on the register
at the close of business on 2 May 2008. An interim dividend of 1.9 pence per share (2006: 1.5 pence) was paid on 19 October 2007, making a
total dividend for the year of 5.8 pence per share (2006: 4.5 pence).

Directors and their interests

The Directors of the Company, who served during the year, and their interests in the shares of the Company are shown in the Remuneration
Report on pages 26 to 28. In accordance with the Company's articles of association, G A Mason and P J Gilmour will retire by rotation at the
Annual General Meeting and, being eligible, offer themselves for re-election.

Corporate governance
A report on corporate governance is set out on pages 24 to 25.

Employees
The Group's employees are its most important asset. Our policy is to employ the best people irrespective of race, gender, nationality, disability
or sexual orientation. We believe that we are then best placed to deliver the expectations of the Group, our customers and clients.

Consultation with employees or their representatives occurs at all levels with the aim of ensuring that all relevant views are taken into account
when decisions are made that are likely to affect their interests. The Group strives to make all employees aware of the operations of their
business units to enable, enhance and reward performance. Communication with all employees continues through in-house newsletters,
meetings and the distribution of the Annual Report. A wide range of information is also available on the Group’s website www.morson.com.
During the last year the Board has also significantly enhanced the range and depth of information on the Group's intranet.

Applications for employment by disabled persons are always fully considered, bearing in mind the respective aptitudes and abilities of the
applicants concerned. In the event of members of staff becoming disabled every effort is made to ensure that their employment with the Group
continues and that appropriate training is arranged. It is the policy of the Group that the training, career development and promotion of a disabled
person should, as far as possible, be identical to that of a person who does not suffer from a disability.

Environmental policy

Morson Group PLC recognises the importance of its environmental responsibilities and designs and implements policies to reduce any damage
that might be caused by the Group's activities. Initiatives designed to minimise the Company’s impact on the environment include safe disposal
of waste, recycling and reducing energy consumption. Comment is also made on this matter within the corporate social responsibility statement
on pages 18 to 19.

Charitable and political donations

During the year the Group made charitable donations amounting to £59,000 (2006: £33,000). A significant contribution was again made

to UNICEF of £30,000 (2006: £30,000). The Company also seeks to contribute to local charities serving the communities in which the Group
operates, often this can take the form of supplying an award or item for auction. The Group did not make contributions to any political parties
(2006: £nil).

Share capital
Full details of the authorised and issued share capital of the Company, including movements in the year, are set out in notes 22 and 23 to the
financial statements.

Morson Group PLC
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directors’ report continued: 22

Substantial shareholding
In addition to the Directors’ holdings shown on page 28, at 3 April 2008 the Company had been notified of the following interests amounting
to 3% or more of the Company's issued ordinary share capital:

Number of  Percentage

ordinary of issued
Name of shareholder shares share capital
Artemis UK Smaller Companies Fund 2,649,960 5.8%
UBS Global Asset Management 2,074,412 4.6%
Hansa Trust 1,750,000 3.9%
Schroeder Investment Management Limited 3,172,211 7.0%
Brewin Dolphin Private Clients 1,905,174 4.2%

Creditor payment policy
The Group's policy in relation to its suppliers is to set the terms of payment when agreeing to the terms of the transaction and abide by them
provided it is satisfied that the supplier has properly provided their goods or services in accordance with agreed terms and conditions.

The Group's trade creditors at 31 December 2007 were equivalent to 9 days’ purchases (2006: 18 days).

Financial instruments
Details of the Group's financial instruments are set out in notes 17, 18 and 30 of the financial statements.

Post balance sheet events
Post balance sheet events are disclosed in note 32 to the financial statements.

Auditors

Deloitte & Touche LLP have expressed their willingness to continue in office. Their appointment and remuneration to be agreed by the
Directors, will be proposed at the Annual General Meeting. As required by Section 234ZA of the Companies Act 1985, each of the Directors
as at 9 April 2008 confirms that:

= so far as the Director is aware there is no relevant audit information of which the Company’s auditors are unaware; and

= the Director has taken all steps he ought to have taken as a Director in order to make himself aware of any relevant audit information
and to establish that the Company’s auditors are aware of that information.

Words and phrases used in this confirmation should be interpreted in accordance with Section 234ZA of the Companies Act 1985.
Principal business risks
There are ongoing assessments made of the whole business to identify, evaluate and address the business risks faced by the Group.

These include formal risk assessments, external audit and advice, operational review and approval and an open and direct access to the executive
team for all employees. The Directors believe that there has been no significant change to the risk profiles of the business over the last year.
Risks identified include business and financial:

Business risk
The sectors in which the Group operates and our system, assets and procedures give rise to:

= external risks including compliance and regulatory obligations and changes;

= contractual risks such as the terms of contracts with suppliers and customers and the renewal of such customer contracts;

= technology systems risk as the Group does rely on a variety of information technology platforms for efficient delivery of services;
-+ competitive risks as the market the Group operates in is highly competitive and fragmented; and

= fire or similar environmental disaster.

Financial risk
The operation of the Group requires management of:

= control risks in ensuring adequate and proper systems and accountability are in place to report on business performance;
= technology risk as above;
= debt risk in ensuring payment is received for services provided; and

= interest rate risk to ensure the Group is not overly exposed to interest rate movements. The instrument to address this point is explained
in note 18 of the financial statements.

Morson Group PLC
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Statement of Directors’ responsibilities
The Directors are responsible for preparing the Annual Report, Directors’ Remuneration Report and the financial statements in accordance
with applicable law and regulations.

Company law requires the Directors to prepare financial statements for each financial year. The Directors are required by the International
Accounting Standards Regulation (“IAS") to prepare the Group financial statements under International Financial Reporting Standards (“IFRS")
as adopted by the European Union. The Group financial statements are also required by law to be properly prepared in accordance with

the Companies Act 1985 and Article 4 of the IAS Regulation.

International Accounting Standard 1 requires that IFRS financial statements present fairly for each financial year the Company'’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 IFRS. However, Directors are also required to:

= properly select and apply accounting policies;
= 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 are insufficient to enable users to understand the
impact of particular transactions, other events and conditions on the entity’s financial position and financial performance.

The Directors have elected to prepare the Parent Company financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable law). The Parent Company financial statements are required by law
to give a true and fair view of the state of affairs of the Company. In preparing these financial statements, the Directors are required to:

= select suitable accounting policies and then apply them consistently;
= make judgments and estimates that are reasonable and prudent;

= state whether applicable UK Accounting Standards have been followed, subject to any material departures disclosed and explained in the
financial statements; and

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

The Directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any time the financial position
of the Company and enable them to ensure that the Parent Company financial statements comply with the Companies Act 1985.

They are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and detection
of fraud and other irregularities.

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

Annual General Meeting
The Notice of the Annual General Meeting to be held on 22 May 2008 is set out on page 61.

IS AN

Paul Gilmour
Group Financial Director
9 April 2008

Morson Group PLC
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corporate governance report. 24

Introduction

The Board of Morson Group PLC is committed to and is responsible for achieving high standards of corporate governance, integrity and
business ethics for all of its activities. Whilst the Group is not required under the AIM Rules for Companies to comply with the Combined Code
on Corporate Governance 2006 (the Combined Code), the Board recognises the value of the Combined Code and has chosen to provide selected
disclosures which it believes are necessary or valuable to readers.

Directors

The Group Board has committed to meet not less than eleven times throughout the year and consists of a Non-executive Chairman,

two Non-executive Directors and three Executive Directors. Details of the Board are set out on page 20. The Board considers that all of the
Non-executive Directors, with the exception of G G Mason, are independent of the Executive Directors and are free from any business or other
relationships that might materially interfere with their exercise of independent judgement. The Non-executive Chairman, G G Mason, may not
have been regarded as strictly independent in terms of the Combined Code however the Board, in valuing his contribution, considers that he acts
independently and professionally at all times. The Non-executive Chairman and Directors bring experience at a senior level of business operations
and strategy and an expanse of knowledge and expertise gained from other areas of business and public life. The Board has a schedule of matters
reserved for its approval which includes Group strategy, acquisitions and disposals of any subsidiary undertaking, review of any significant risks
facing the Group, appointment of key advisers, the consideration of major capital projects and significant financing matters. The Board also reviews
the strategic direction of each of the Group's subsidiary operating divisions, their annual budgets and progress towards the achievement of
those budgets.

The Board has delegated authority to Audit and Remuneration Committees whose duties are summarised below. The Chairman of each
Committee will be present at the Annual General Meeting to answer questions from shareholders.

Audit Committee
The Audit Committee is chaired by K U Monaghan and its other member is the other Non-executive Director | G Knight.

The Committee met three times during the past financial year. The Committee operates within agreed terms of reference which include reviewing
the effectiveness of financial reporting and internal control procedures, monitoring the integrity of the financial statements of the Group and any
significant financial reporting judgements contained therein and reviewing the fees, independence and objectivity of the external auditors.

The Group's external auditors have unrestricted access to the Audit Committee and attended all Audit Committee meetings held during the year.
The Audit Committee has discussed matters with the external auditors outside those meetings. The Executive Directors attend Audit Committee
meetings through invitation.

Remuneration Committee
The Remuneration Report is set out on pages 26 to 28 and includes details of the Committee.

Main Board meetings and attendance

Directors are encouraged to attend all Board meetings and meetings of Committees of which they are members. The Chairman and the Company
Secretary plan the programme for the meetings including attendance by senior executives from within the Group. Detailed Board packs including
financial results, business tenders, operational issues and notes on other matters reserved for the Board. The Company continues to maintain
Directors and officers' liability insurance.

Internal control

The Board has overall responsibility for the Group's system of internal financial and operational controls and the ongoing review of their effectiveness.
These controls are designed to safeguard the Group's assets and the investment of shareholders. However, any system of internal control can
only manage rather than eliminate risks and consequently such controls do not provide absolute assurance against misstatement or loss.

The main features of the Group's internal control systems include:

Allocation of responsibilities

The Board has considered and set terms of reference for its Chief Executive and Executive Directors which includes the day to day responsibility
for the management and operations of the business. In addition the Group has clearly defined delegation of authority and authorisation limits to
Executive management. This is clearly communicated to the employees of the business by the Executive Directors.

Risk identification
The Board is responsible for identifying the main business risks faced by the Group and for determining the appropriate actions necessary
to manage those risks.

Morson Group PLC
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Financial reporting and control

The Group has a comprehensive system for reporting financial results to the Board. Each subsidiary undertaking prepares monthly management
information which includes comparison against budget, forecast and prior year. These results are considered by the management teams of each
operating division. Both operating and financial reports are prepared for the Group Board and actions arising from the review of these reports are
attributed as appropriate.

Investment appraisal
Capital expenditure is regulated by authorisation limits. The acquisition of any business is subject to appropriate due diligence being undertaken
and conditional upon receiving Board approval.

Disaster recovery
The Group has established procedures over the security of data held on IT systems and has put in place disaster recovery arrangements.

Internal audit
The Group does not currently have an internal audit function. However, the Board, and in particular the Audit Committee, will continue to review
the need to put in place an internal audit function taking into account the size and nature of the Group.

Investor relations

The Board places significant importance on maintaining good communications with shareholders. The Executive Directors are available to meet
with institutional shareholders and analysts after the announcement of both the interim and final results and have and will undertake such
meetings, whenever reasonably requested by shareholders and analysts at other points during the course of the year. The Interim and Annual
Reports are sent to all shareholders and all shareholders are invited to attend the Company’s Annual General Meeting. The Group's investor
relations section on the corporate website contains information on current activities, including annual and interim results (www.morson.com).

Morson Group PLC
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remuneration report: 206

Remuneration Report
As an AIM company, Morson Group PLC is not required to comply with Schedule 7A of the Companies Act 1985. The following disclosures
are made voluntarily. The contents of this report are unaudited unless stated.

Remuneration Committee

The Remuneration Committee is chaired by | G Knight and its other members are G G Mason and K U Monaghan. During the financial year,
the Remuneration Committee met four times. The Remuneration Committee reviews and determines the remuneration package of the Executive
Directors of the Group Board. This includes the determination of targets for any performance related pay schemes, or other share option
schemes operated by the Group.

The remuneration policy set by the Remuneration Committee is designed to deliver the Group's objective of increasing shareholder value
by attracting and retaining the most capable and committed people. In doing so the Committee reserves the right to seek professional advice
from external consultants as it sees fit.

Non-executive Directors

Remuneration of the Non-executive Directors is determined by the Executive Directors. Non-executive Directors are not entitled to share
incentives, pensions or annual bonuses. Each of the Non-executive Directors has a letter of appointment stating their annual fee and that
their appointment is initially for a term of three years. Their appointment may be terminated with three months’ written notice at any time.

Executive Directors
Each Executive Director is subject to a notice period of one year. The components of the remuneration package for Executive Directors are
basic salary, annual bonus, other benefits and for two of the Executive Directors’ share options.

Basic salary for Executive Directors takes into account the performance, experience and responsibilities of the individuals concerned, as well
as the salaries of those with similar positions and responsibilities in comparable companies and is reviewed annually. The Executive Directors
participate in a bonus scheme based on targets related to growth in profits. Other benefits for the Executive Directors include a car allowance
or car and life assurance. Contributions are made to either defined contribution pension plans or an Executive Director’s personal pension plan.
Only basic salaries are pensionable. The Executive Directors’ contracts may be terminated with twelve months’ written notice at any time.

Performance graph
Morson Group Total Shareholder Return (“TSR") versus the FTSE AIM Index.

The graph shows the Group's TSR performance compared with the TSR of the FTSE AIM Index from 1 April 2006 to 31 March 2008.

TSR is defined as the percentage change over the period in the market price of shares assuming that all dividends received are reinvested
in further relevant shares at the closing price prevailing on the ex-dividend date.
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Audited information
Directors’ share options and emoluments
Two of the Executive Directors participate in an Enterprise Management Incentive Scheme (“EMI”) and an Unapproved Share Option Scheme (“USO")

Scheme under a long-term incentive plan. Options that have been granted prior to and during the year ended 31 December 2007 are summarised

and explained in the table below:

Number
of shares
under
option Exercise Earliest
as at price per date from
Option 31 December ordinary Date of which Expiry
Share options scheme Note 2007 share grant  exercisable ©© date
P J Gilmour EMI (a) 57,971 172.5p 31.03.06 30.03.09 30.03.16
uso (a) 57,971 172.5p 31.03.06 30.03.09 30.03.16
uso (b) 200,000 245.5p 10.04.07 30.03.10 09.04.17
K P Gorton EMI (a) 57,971 172.5p 31.03.06 30.03.09 30.03.16
uso (a) 57,971 172.5p 31.03.06 30.03.09 30.03.16
uso (b) 200,000 245.5p 10.04.07 30.03.10 09.04.17
Total 631,884

The performance criteria for the EMI and USO scheme are the same in each case:

(a) 40% of each option, i.e. 23,188 shares, vested if targets relating to EBITDA for the year 2006 were reached and such targets have been

achieved. The remaining 60% of each option i.e. 34,783 shares vest as follows; firstly 17,391 shares if the adjusted earnings per share (“EPS")

for the year ending 31 December 2008 exceeds the adjusted EPS for the year ending 31 December 2006 by 10.25%; secondly on a sliding
scale so that the maximum further 17,392 shares vest if the adjusted EPS for the year ending 31 December 2008 exceeds that for the year
ending 31 December 2006 by 21%;

(b) 50% of the option, i.e. 100,000 shares, vest if the adjusted EPS of the Group for the year ending 31 December 2009 exceeds the adjusted
EPS of the Group for the year ending 31 December 2006 by 15.7625%. The remaining 50% vest on a sliding scale so that the maximum
further 100,000 shares vest if the adjusted EPS for the year ending 31 December 2009 exceeds that for the year ending 31 December 2006
by 33.1%; and

(c) the options that vest in accordance with the performance criteria of note (a) are exercisable on the later of 30 March 2009 and the date of
publication of the Group's audited accounts for the period ending 31 December 2008. Those that vest in accordance with the performance
criteria of note (b) are exercisable on the later of 30 March 2010 and the date of publication of the Group's audited accounts for the period
ending 31 December 2009.

Senior management of the Group's operating divisions are rewarded by basic salaries and bonuses determined by the achievement of
performance targets for their divisions. The share price on 31 December 2007 was 194.5 pence. The range in the period 1 January 2007
to 31 December 2007 was 185 pence to 258.5 pence.

The aggregate emoluments of the Directors of the Company who served during the year were:
Year ended 31 December 2007

Salary Annual Pension
and fees Benefits bonus contributions Total
£000 £000 £'000 £'000 £'000
EXECUTIVE DIRECTORS
G A Mason 155 38 109 81 383
P J Gilmour 120 9 84 12 225
K P Gorton 126 9 84 12 231
401 56 277 105 839
NON-EXECUTIVE DIRECTORS
G G Mason 26 — — — 26
K U Monaghan 26 — — — 26
| G Knight 26 —_ —_ —_ 26
78 —_ —_ —_ 78
479 56 277 105 917
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Audited information continued
Directors’ share options and emoluments continued
Year ended 31 December 2006

Salary Annual Pension
and fees Benefits bonus contributions Total
£000 £000 £000 £000 £000
EXECUTIVE DIRECTORS
G A Mason 129 42 80 70 321
P J Gilmour 100 9 72 7 188
K P Gorton 100 9 72 7 188
329 60 224 84 697
NON-EXECUTIVE DIRECTORS
G G Mason 25 — — — 25
K U Monaghan 25 — — — 25
I G Knight 23 — — — 23
73 — — — 73
402 60 224 84 770

During the year ended 31 December 2006 Ashling Capital LLP of which K U Monaghan is a partner was paid a fee of £25,000 plus VAT in relation

to the acquisition of Bluetec.

Directors’ interests

The interests of the Directors in the shares of the Company as recorded in the register of Directors’ interests at 31 December 2007 was as follows:

Ordinary Ordinary
shares shares
2007 2006
Number Number
EXECUTIVE DIRECTORS

G A Mason* 10,906,000 10,906,000
P J Gilmour 630,000 630,000
K P Gorton 630,000 630,000

NON-EXECUTIVE DIRECTORS
G G Mason** 9,984,215 9,984,215
K U Monaghan*** 40,320 40,320
| G Knight — —

* Of these shares included in G A Mason’s holding, 921,875 shares are held by the trustees of a discretionary trust in which G A Mason's

infant children (but not G A Mason) have a beneficial interest.

** Of these shares included in G G Mason'’s holding, 921,875 are held by the trustees of a discretionary trust of which G G Mason is a trustee.

*** During the year K U Monaghan transferred his entire beneficial holding into a Nominees account but his beneficial interest remains unchanged.

There have been no changes to the above interests since the balance sheet date.

74 oy

lan Knight
Chairman of Remuneration Committee
9 April 2008
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independent auditors’ report: 29

to the members of Morson Group PLC

We have audited the Group financial statements of Morson Group PLC for the year ended 31 December 2007 which comprise the Consolidated
income statement, the Consolidated Statement of Recognised Income and Expense, the Consolidated Balance Sheet, the Consolidated Cash Flow
Statement and the related notes 1 to 32. These Group financial statements have been prepared under the accounting policies set out therein.
We have also audited the information in the Directors’ Remuneration Report that is described as having been audited.

We have reported separately on the Parent Company financial statements of Morson Group PLC for the year ended 31 December 2007.

This report is made solely to the Company’s members, as a body, in accordance with Section 235 of the Companies Act 1985. Our audit work has
been undertaken so that we might state to the Company’s members those matters we are required to state to them in an auditors’ report and for
no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the Company and the
Company's members as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of Directors and auditors

The Directors’ responsibilities for preparing the Annual Report, the Directors’ Remuneration Report and the Group financial statements in accordance
with applicable law and International Financial Reporting Standards (“IFRS") as adopted by the European Union are set out in the Statement of
Directors’ Responsibilities.

Our responsibility is to audit the Group financial statements in accordance with relevant legal and regulatory requirements and International
Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the Group financial statements give a true and fair view, whether the Group financial statements
have been properly prepared in accordance with the Companies Act 1985 and Article 4 of the IAS Regulation and whether the part of the
Directors’ Remuneration Report described as having been audited has been properly prepared in accordance with the Companies Act 1985.
We also report to you whether in our opinion the information given in the Directors’ Report is consistent with the Group financial statements.
The information given in the Directors’ Report includes that specific information presented in the Business Review that is cross referred
from the Business Review section of the Directors’ Report.

In addition we report to you if, in our opinion, we have not received all the information and explanations we require for our audit, or if information
specified by law regarding Directors’ remuneration and other transactions is not disclosed.

We read the other information contained in the Annual Report as described in the contents section and consider whether it is consistent with
the audited Group financial statements. We consider the implications for our report if we become aware of any apparent misstatements or material
inconsistencies with the Group financial statements. Our responsibilities do not extend to any further information outside the Annual Report.

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing Practices Board. An audit
includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the Group financial statements and the part of the
Directors’ Remuneration Report to be audited. It also includes an assessment of the significant estimates and judgments made by the Directors
in the preparation of the Group financial statements, and of whether the accounting policies are appropriate to the Group’s circumstances,
consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in order to provide us with
sufficient evidence to give reasonable assurance that the Group financial statements and the part of the Directors’ Remuneration Report to be audited
are free from material misstatement, whether caused by fraud or other irregularity or error. In forming our opinion we also evaluated the overall
adequacy of the presentation of information in the Group financial statements and the part of the Directors’ Remuneration Report to be audited.

Opinion
In our opinion:

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

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

= the part of the Directors’ Remuneration Report described as having been audited has been properly prepared in accordance with the
Companies Act 1985; and

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

Morson Group PLC
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to the members of Morson Group PLC

Separate opinion in relation to IFRS
As explained in note 2 to the Group financial statements, the Group in addition to complying with its legal obligation to comply with IFRS
as adopted by the European Union, has also complied with the IFRS as issued by the International Accounting Standards Board.

In our opinion the Group financial statements give a true and fair view, in accordance with IFRS, of the state of the Group’s affairs as at
31 December 2007 and of its profit for the year then ended.

M &(\”—r—e)\a S

Deloitte & Touche LLP

Chartered Accountants and Registered Auditors
Manchester

United Kingdom

9 April 2008
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consolidated income statement:

32

year ended 31 December 2007

2007 2006
Note £'000 £'000
CONTINUING OPERATIONS
Revenue
— existing operations 372,117 326,832
— acquisitions 21,862 —
4 393,979 326,832
Cost of sales (360,318) (300,112)
GROSS PROFIT 33,661 26,720
Amortisation of intangible fixed assets (639) —
Other administrative expenses (20,749) (15,950)
OPERATING PROFIT
— existing operations 11,747 10,770
—acquisitions 526
12,273 10,770
Finance income 7 13 23
Finance cost 8 (2,166) (2,561)
PROFIT BEFORE TAXATION 10,120 8,232
Taxation 9 (3,251) (2,469)
NET PROFIT FOR THE YEAR 6,869 5,763
Attributable to:
Equity holders of the parent 6,874 5,733
Minority interest (5) 30
6,869 5,763
EARNINGS PER SHARE
From continuing operations
Basic (pence) 11 15.26 14.72
Diluted (pence) 11 15.08 14.56

The Group has no recognised gains or losses in the current and prior year other than those reported above and therefore no separate
Statement of Recognised Income and Expenditure has been presented.

All activity has arisen from continuing operations.
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at 31 December 2007

2007 2006
Note £000 £'000
NON-CURRENT ASSETS
Goodwill 12 32,945 31,275
Other intangible assets 13 2,933 —
Property, plant and equipment 14 2,263 2,433
38,141 33,708
CURRENT ASSETS
Trade and other receivables 17 74,005 62,276
Cash and cash equivalents 481 242
74,486 62,518
TOTAL ASSETS 112,627 96,226
CURRENT LIABILITIES
Trade and other payables 21 (25,179) (26,668)
Current tax liabilities (1,682) (1,247)
Deferred tax liabilities 19 (116) —
Obligations under finance leases 20 (190) (196)
Bank overdrafts and loans 18 (34,936) (22,538)
(62,103) (50,643)
NET CURRENT ASSETS 12,383 11,875
NON-CURRENT LIABILITIES
Deferred tax liabilities 19 (400) (41)
Obligations under finance leases 20 (90) (264)
(490) (305)
TOTAL LIABILITIES (62,593) (50,948)
NET ASSETS 50,034 45,278
EQUITY
Issued capital 22,23 2,267 2,267
Share premium account 23 37,607 37,607
Retained earnings 23 10,310 5,686
Other reserves 23 (182) (219)
EQUITY ATTRIBUTABLE TO EQUITY HOLDERS OF THE PARENT 50,002 45,241
Minority interest 24 32 37
TOTAL EQUITY 50,034 45,278

The financial statements were approved by the Board of Directors and authorised for issue on 9 April 2008. They were signed on its behalf by:

Ged Mason Paul Gilmour
Chief Executive Group Financial Director

Morson Group PLC
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year ended 31 December 2007

2007 2006
Note £000 £'000
NET CASH (OUTFLOW)/INFLOW FROM OPERATING ACTIVITIES 26 (853) 481
INVESTING ACTIVITIES
Interest received 13 23
Proceeds on disposal of property, plant and equipment 42 79
Purchases of property, plant and equipment (409) (1,045)
Acquisition of subsidiaries (8,565) (2,068)
NET CASH USED IN INVESTING ACTIVITIES (8,919) (3,011)
FINANCING ACTIVITIES
Dividends paid (2,207) (676)
Repayments of borrowings — (39,089)
New bank loans raised 3,000 —
Repayments of obligations under finance leases (180) (160)
Increase in liquid resources — 1,839
Proceeds on issue of shares — 37.329
NET CASH GENERATED BY/(USED IN) FINANCING ACTIVITIES 613 (757)
NET DECREASE IN CASH AND CASH EQUIVALENTS (9,159) (3,287)
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR (22,296) (19,009)
CASH AND CASH EQUIVALENTS AT END OF YEAR (31,455) (22,296)

www.morson.com
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notes to the consolidated financial statements: 35

year ended 31 December 2007

1. General information

Morson Group PLC is a company incorporated in the United Kingdom under the Companies Act 1985. The address of the registered office
is given on the inside back cover. The nature of the Group’s operations and its principal activities are set out in note 4 and in the Business
Review on pages 10 to 17.

These financial statements are presented in Pounds Sterling because that is the currency of the primary economic environment in which
the Group operates.

2. Significant accounting policies

Basis of accounting

The financial statements have been prepared in accordance with International Financial Reporting Standards (“IFRS"). The financial statements
have also been prepared in accordance with IFRS adopted by the EU and therefore the Group financial statements comply with Article 4

of the EU IAS Regulation.

The financial statements have been prepared on the historical cost basis. The principal accounting policies adopted are set out below.

Transitional arrangements

The Group has adopted IFRS from 1 January 2006, the date of transition. The Group is required to define its accounting policies under IFRS

and then apply these policies retrospectively in determining the opening Balance Sheet under IFRS at the date of transition. The IFRS accounting
policies adopted by the Group are described below. In accordance with IFRS 1 “First Time Adoption of International Financial Reporting Standards”,
the Group can adopt certain optional exemptions from full restatement. Accordingly, the Group has elected not to account for any business
combinations made before 1 January 2006 under IFRS 3 “Business Combinations”. As a result the carrying value of goodwill is frozen at

1 January 2006.

Differences between IFRS and UK GAAP

Goodwill amortisation — IFRS 3 “Business Combinations”

In accordance with IFRS goodwill is no longer amortised but is subject to regular impairment reviews. An adjustment has been made to remove
the goodwill amortisation charge under UK GAAPR

The date of transition to IFRS was 1 January 2006. At this point in time there were no differences to report between equity previously reported
under UK GAAP and that to be reported under IFRS.

Adoption of new and revised Standards

In the current year the Group has adopted IFRS 7 “Financial Instruments: Disclosures” which is effective for annual reporting periods beginning
on or after 1 January 2007 and the related amendment to IAS 1 “Presentation of Financial Statements”. The impact of the adoption of IFRS 7 and
the changes to IAS 1 has been to expand the disclosures provided in these financial statements regarding the Group's financial instruments and
management of capital (see note 30). Four Interpretations issued by the International Financial Reporting Interpretations Committee (“IFRIC") are
effective for the current period. These are: IFRIC 7 "Applying the Restatement Approach under IAS 29, Financial Reporting in Hyperinflationary
Economies”; IFRIC 8 “Scope of IFRS 2”; IFRIC 9 "Reassessment of Embedded Derivatives”; and IFRIC 10 “Interim Financial Reporting and
Impairment”. The adoption of these Interpretations has not led to any changes in the Group’s accounting policies.

At the date of authorisation of these financial statements, the following Standards and Interpretations which have not been applied in these
financial statements were in issue but not yet effective:

IFRS 8 “Operating Segments”
IFRS 3 (revised) “Business Combinations”
IAS 27 (revised) “Consolidated and Separate Financial Statements”

IAS 1 (revised) “Presentation of Financial Statements”

IAS 23 (revised) “Borrowing Costs”

IFRIC 11 IFRS 2 - “Group and Treasury Share Transactions”

IFRIC 12 “Service Concession Arrangements”

IFRIC 13 “Customer Loyalty Programmes”

IFRIC 14 IAS 19 — "The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction”

The Directors anticipate that the adoption of these Standards and Interpretations in future periods will have no material impact on the
financial statements of the Group except for additional segment disclosures when IFRS 8 comes into effect for periods commencing
on or after 1 January 2009.
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year ended 31 December 2007

2. Significant accounting policies continued
Reconciliation of Consolidated Balance Sheet and equity at 31 December 2006
The reconciliations below have been previously announced by the Group on transition to IFRS on 30 June 2007:

Goodwill IFRS
UK GAAP amortisation  as restated
£'000 £'000 £'000
NON-CURRENT ASSETS
Goodwill 29,163 2,112 31,275
Property, plant and equipment 2,433 — 2,433
31,596 2,112 33,708
CURRENT ASSETS
Inventories 1,950 — 1,950
Trade and other receivables 60,326 — 60,326
Cash and cash equivalents 242 — 242
62,518 — 62,518
TOTAL ASSETS 94,114 2,112 96,226
CURRENT LIABILITIES
Trade and other payables (26,668) — (26,668)
Current income tax liability (1,241) — (1,241)
Obligations under finance leases (196) — (196)
Bank loans and overdrafts (22,538) — (22,538)
(50,643) — (50,643)
NON-CURRENT LIABILITIES
Obligations under finance leases (264) —_ (264)
Deferred tax (41) — (41)
(305) — (305)
TOTAL LIABILITIES (50,948) — (50,948)
NET ASSETS 43,166 2,112 45,278
Issued capital 2,267 — 2,267
Share premium account 37,607 — 37,607
Retained earnings 3,425 2,112 5,637
Other reserves (170) — (170)
EQUITY ATTRIBUTABLE TO EQUITY HOLDERS OF THE PARENT 43,129 2,112 45,241
Minority interest 37 — 37
TOTAL EQUITY 43,166 2,112 45,278
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2. Significant accounting policies continued
Reconciliation of Consolidated Income Statement for the twelve months ended 31 December 2006:

Goodwill IFRS
UK GAAP  amortisation  as restated
£'000 £'000 £'000
REVENUE 326,832 — 326,832
Cost of sales (300,112) —  (300,112)
GROSS PROFIT 26,720 — 26,720
Administrative expenses (15,950) — (15,950)
Amortisation (2,112) 2,112
OPERATING PROFIT 8,658 2,112 10,770
Finance income 23 — 23
Finance cost (2,561) — (2,561)
PROFIT BEFORE TAX 6,120 2,112 8,232
Tax expense (2,469) — (2,469)
NET PROFIT 3,651 2,112 5,763
Attributable to:
Equity holders of the parent 3,621 2,112 5,733
Minority interests 30 — 30
3,651 2,112 5,763

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and entities controlled by the Company (its subsidiaries)

made up to 31 December each year. Control is achieved where the Company has the power to govern the financial and operating policies of an

investee entity so as to obtain benefits from its activities.

Minority interests in the net assets of consolidated subsidiaries are identified separately from the Group’s equity therein. Minority interests
consist of the amount of those interests at the date of the original business combination (see below) and the minority’s share of changes
in equity since the date of the combination. Losses applicable to the minority in excess of the minority's interest in the subsidiary’s equity
are allocated against the interests of the Group except to the extent that the minority has a binding obligation and is able to make an
additional investment to cover the losses.

The results of subsidiaries acquired during the year are included in the consolidated income statement from the effective date of acquisition.

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.

Business combinations

The acquisition of subsidiaries is accounted for using the purchase method. The cost of the acquisition is measured at the aggregate of the
fair values, at the date of exchange, of assets given, liabilities incurred or assumed and equity instruments issued by the Group in exchange
for control of the acquiree, plus any costs directly attributable to the business combination. The acquiree’s identifiable assets, liabilities and
contingent liabilities that meet the conditions for recognition under IFRS 3 are recognised at their fair value at the acquisition date.

Goodwill arising on acquisition is recognised as an asset and initially measured at cost, being the excess of the cost of the business combination

over the Group's interest in the net fair value of the identifiable assets, liabilities and contingent liabilities recognised. If, after reassessment,

the Group's interest in the net fair value of the acquiree’s identifiable assets, liabilities and contingent liabilities exceeds the cost of the business

combination, the excess is recognised immediately in profit or loss.

The interest of minority shareholders in the acquiree is initially measured at the minority’s proportion of the net fair value of the assets,
liabilities and contingent liabilities recognised.
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year ended 31 December 2007

2. Significant accounting policies continued

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 and 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.

For the purpose of impairment testing, goodwill is allocated to each of the Group’s cash-generating units (“CGUs") expected to benefit from the

synergies of the combination. Cash-generating units to which goodwill has been allocated are tested for impairment annually, or more frequently
when there is an indication that the unit may be impaired. If the recoverable amount of the cash-generating unit is less than the carrying amount
of the unit, the impairment loss is allocated first to reduce the carrying amount of any goodwill allocated to the unit and then to the other assets
of the unit pro rata on the basis of the carrying amount of each asset in the unit. An impairment loss recognised for goodwill is not reversed

in a subsequent period.

Goodwill arising on acquisitions before the date of transition to IFRS has been retained at the previous UK GAAP amounts subject to being tested
for impairment at that date.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable and represents the amounts receivable derived from the
provision of services to customers in the normal course of business, net of discounts, VAT and other sales-related taxes. Revenue is recognised
based on hours worked.

Profit is recognised on long-term contracts if the outcome can be assessed with reasonable certainty, by including in the profit and loss account
revenue and related costs as contract activity progresses.

Construction contracts

Where the outcome of a construction contract can be estimated reliably, revenue and costs are recognised by reference to the stage of
completion of the contract activity at the balance sheet date. This is normally measured by the proportion that contract costs incurred for
work performed to date bear to the estimated total contract costs, except where this would not be representative of the stage of completion.
Variations in contract work, claims and incentive payments are included to the extent that they have been agreed with the customer.

Where the outcome of a construction contract cannot be estimated reliably, contract revenue is recognised to the extent of contract costs
incurred where it is probable they will be recoverable. Contract costs are recognised as expenses in the period in which they are incurred.

Where it is probable that total contract costs will exceed total contract revenue, the expected loss is recognised as an expense immediately.

Foreign currency

The individual financial statements of each 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 statements 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 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.

Leasing
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 their fair value 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 to income on a straight-line basis over the term of the relevant lease.
Benefits received and receivable as an incentive to enter into an operating lease are also spread on a straight-line basis over the lease term.

Retirement benefit costs
Contributions to defined contribution schemes are charged to the income statement when the contributions become payable in accordance
with the rules of the scheme.
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2. Significant accounting policies continued
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 tax is the tax expected to be payable or recoverable on differences between the carrying amounts of assets and liabilities in the
financial statements and the corresponding tax bases used in the computation of taxable profit and is accounted for using the balance sheet liability
method. Deferred tax liabilities are generally recognised for all taxable temporary differences and deferred tax assets are recognised to the extent
that it is probable that taxable profits will be available against which deductible temporary differences can be utilised. Such assets and liabilities
are not recognised if the temporary difference arises from the initial recognition of goodwill or from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction that affects neither the tax profit nor the accounting profit.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or the asset is realised. Deferred tax
is charged or credited in the income statement, except when it relates to items charged or credited directly to equity, in which case the deferred
tax is also dealt with in equity.

Property, plant and equipment

Property, plant and equipment is stated at cost, net of depreciation and any provision for impairment. Depreciation is provided on all tangible
fixed assets, at rates calculated to write off cost, less estimated residual value, of each asset on a straight-line basis over its expected useful
life as follows:

Property improvements Life of lease
Fixtures, fittings and office equipment 4 — 8 years
Motor vehicles 4 years

Impairment of tangible and intangible assets excluding goodwill

At each balance sheet date, the Group reviews the carrying amounts of its tangible and intangible assets to determine whether there is any
indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable amount of the asset is estimated

in order to determine the extent of the impairment loss (if any). Where the asset does not generate cash flows that are independent from other
assets, the Group estimates the recoverable amount of the cash-generating unit to which the asset belongs. An intangible asset with an indefinite
useful life is tested for impairment annually and whenever there is an indication that the asset may be impaired.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time, value of money and the risks
specific to the asset for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the carrying amount of the asset
(cash-generating unit) is reduced to its recoverable amount. An impairment loss is recognised as an expense immediately, unless the relevant
asset is carried at a revalued amount, in which case the impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is increased to the revised estimate
of its recoverable amount but so that the increased carrying amount does not exceed the carrying amount that would have been determined
had no impairment loss been recognised for the asset (cash-generating unit) in prior years. A reversal of an impairment loss is recognised

as income immediately, unless the relevant asset is carried at a revalued amount, in which case the reversal of the impairment loss is treated
as a revaluation increase.

Amortisation of intangible assets
Intangible assets are amortised systematically over their expected useful lives up to a maximum of five years.

Inventories
Inventories are stated at net cost less foreseeable losses. Cost comprises direct payroll costs and the attributable portion of all appropriate overheads.

Financial instruments
Financial assets and financial liabilities are recognised in the Group’s Balance Sheet when the Group becomes a party to the contractual
provisions of the instrument.

Trade receivables

Trade receivables are measured at initial recognition at fair value. Appropriate allowances for estimated irrecoverable amounts are recognised in
profit or loss when there is objective evidence that the asset is impaired. The allowance recognised is measured as the difference between the
asset’s carrying amount and the present value of estimated future cash flows discounted at the effective interest rate computed at initial recognition.

Cash and cash equivalents
Cash and cash equivalents comprise cash in hand and demand deposits and other short term highly liquid investments that are readily
convertible to a known amount of cash and are subject to an insignificant risk of changes in value.
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