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What we do.

Hasgrove is the holding company for a fully integrated
group of companies. Those companies, combined,
are spread across Europe. They are concentrated into
three divisions: Public Affairs and Corporate 
Communications, Digital and Communication Services 
and Design. The Group encourages each of the companies 
to interact, through their individual disciplines, on 
cohesive public and private sector projects. The work 
produced is a direct response to the rapid changes that 
are evolving in those sectors.

Revenue by division

Year to December 2008
Total revenue £36.5m

Design
15%

Digital and 
Communication Services 
45%

Public Affairs 
and Corporate 
Communications
40%



Strong performance by Corporate Affairs and 
Digital & Communication Services divisions 
support 17% organic growth.
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How we did it.

Turnover increased by 68% to £36.5m (2007: £21.7m) – like for like 
growth 17%.

Gross profits increase by 81% to £27.3m (2007: £15.1m).

Headline operating profits increase by 93% to £5.2m (2007: £2.7m) – like 
for like up 17%.

Headline PBT jumps up 73% to £4.5m (2007: £2.6m).

Headline basic EPS up by 69% to 16.6p (2007: 9.8p).

Proposed dividend maintained at 0.5p per share.

Net debt at 31 December 2008 down to £6.0m (June 2008: £7.5m, 2007: 
£4.9m).

Cash flow from operating activities of £5.0m representing a cash 
conversion of 96%.

Successful integration of Politics International following its acquisition  
in February 2008.

Merger of three digital businesses to create top 20 UK digital agency.

The numbers at a glance.
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FROM ROD HYDE, CHIEF EXECUTIVE

 Welcome to the Group’s third Annual Report.
 Hasgrove has experienced organic growth and strong
cash generation across the Group with the integration 
of recently acquired assets progressing well. The Board
expects to complete the outstanding integration
programme by September 2009. 
 The Group’s strength continues to be based upon
the diversity of its operations both in terms of discipline
and geographical exposure. More than 40% of 
Group revenue is now generated outside the UK as 
a consequence of both UK exports and businesses based 
in continental Europe.
 The Group’s strategy remains to focus on a small
number of disciplines that are mutually supportive and
from which it derives operational and financial synergies:
Public Affairs and Corporate Communications, Digital
and Communication Services under the Amaze brand 
and Design.
 Over the page we’ll look at each division in detail.

FROM GODFREY TAYLOR, CHAIRMAN

 This has been a successful year for Hasgrove by any
standards. Record growth, operating profits and earnings
per share against a difficult economic background.
Congratulations and thanks to all our people for their
effort and skill in delivering these results.
 Politics International based in London was acquired
in February 2008 and strengthened Interel’s European
network. Subsequently, the focus across all our businesses
has been on consolidation, reorganisation and operating
management. For example, Amaze plc had emerged as 
a leading digital marketing and communications business 
by year end.
 In February 2009, we strengthened the Board 
further by the appointments of Peter Cookson and Fredrik
Lofthagen. Peter was the interim Chief Executive at 
Amaze following its acquisition and Fredrik is the Chief
Executive of Interel. They bring expertise and direct
experience of our businesses, which will help us face the
challenges ahead.
 We continue to win new clients and work hard 
to provide high levels of service to our existing clients.
Nevertheless, our clients are dealing with a deteriorating
economy and we have recognised this by reducing our 
cost base and focusing on helping our clients survive 
and prosper.
 We have decided to recommend leaving the dividend
at its previous level but would anticipate increasing this
when we can see the economy improving in future years.
 Your management is confident in the future but
remains vigilant. Please contact me with any comments 
or requests for further information 
(godfrey.taylor@hasgrove.com)

54



Digital and Communication Services

 Digital and Communication Services, now operating
under the Amaze brand, saw revenues jump to £16.3m
(2007: £6.2m) with operating profit tripling to £1.8m
(2007: £0.6m), a like for like increase in revenue of 23%.
Amaze has had a very successful first year, both in terms 
of profitability and integration with many examples of
successful joint activity. 
 Amaze was formed in 2008 when three Group
owned companies (advertising and PR specialists
Connectpoint, and two top digital agencies Amaze Europe
and Pavilion) merged to create a pan-European marketing
and technology company. Instantly occupying a top 20
position in New Media Age’s top hundred agencies of
2008, Amaze was also placed sixth in the UK for web
design and build. The business units now share marketing,
innovation and support services.
 The Group’s strategy is to build a pan European
agency for the digital age with a focus on developing 
a reputation for creativity and excellence in execution.
 Amaze offers a broad range of marketing and
technology services including web design and build, 
search, social media, user online reputation management,
experience optimisation and analytics, as well as traditional
PR, print and broadcast advertising and brand consulting.
Amaze has over 150 people working in offices in the north
west of England and London. 2009 will see the formal
launch of the Amaze brand in Continental Europe with
the establishment of an office in Brussels in April.
 The public sector practice has also developed during
the year. In addition to Greater Manchester Public
Transport Authority (GMPTA) work and the Greater
London Authority website development, the company 
is working with a number of health care clients and has
recently started a large contract with the National Police
Improvement Agency (NPIA).  This work with the NPIA
is being completed in conjunction with Odyssey.
 The Company’s Euro based activity continues to
grow with significant assignments with Siemens, Lexus and
Toyota. During the year Amaze retained the Euro Lexus
account following a competitive tender. 

Public Affairs and Corporate Communications

 The Public Affairs and Corporate Communications
division consisting of Interel, Interel Cabinet Stewart,
Politics International and Odyssey showed good growth
with revenues increasing to £14.8m (2007: £10.7m) and
operating profit of £2.1m (2007: £1.3m). On a like for
like basis the growth in revenue was 11%.
 The European corporate affairs division is at the
centre of public affairs, corporate communications and
association management and is underpinned by a strong
digital offering. During the year Interel made significant
progress towards its stated vision of becoming a recognised
European leader in the area of corporate affairs.
 In February 2008 the Group acquired Politics
International, a leading London based public affairs
consultancy, establishing a strong presence in the UK,
which is the largest market for corporate affairs services 
in Europe. As a result the Group now has a meaningful
corporate affairs presence in Brussels, Paris, London,
Washington D.C, Prague, Berlin and Madrid. In addition,
Interel also consolidated its European affiliate network
comprising partner consultancies in Athens, Amsterdam,
Budapest, Lisbon, Ljubljana, Rome, Stockholm and Warsaw.
 In April 2008, Cabinet Stewart merged with Interel’s
European Public Affairs practice to form Interel Cabinet
Stewart which relocated into new premises at the centre 
of the EU district in Brussels, creating one of the most
prominent EU Affairs consultancies in Brussels.
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 In 2008 two significant milestones were achieved by
Interel. The first annual €1 million client, the International
Society of Nephrology, which is serviced by several Interel
practices and disciplines, was won and Interel was named
BENELUX consultancy of the year by the leading PR
industry observer, Paul Holmes, in recognition of its efforts
to establish the company as a “credible European player”.
Significant other client wins include Fortis and Kaupthing
banks, the Bill & Melinda Gates Foundation and Opel
(part of General Motors).
 Odyssey Interactive, which is part of the Public
Affairs and Corporate Communications Division and
supplies intranet software solutions, has continued its 
strong growth since joining the Group in September 2007
and contributed an operating profit before central
recharges of £0.6m in the year.  
 The launch of its fourth generation intranet 
software, Interact 4.0, is progressing well and represents 
a good opportunity in 2009 particularly in the public sector.
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Design

 Design’s revenue increased from £4.7m to £5.4m
with a like for like increase of about 7%. Operating profit
increased to £0.7m from £0.5m.
 The Division is involved in activity ranging from
strategic corporate consultancy through brand
development and guardianship to brochure, point of sale
and financial reports. Client sectors include automotive,
financial, energy and utilities and the public sector. 
The business is characterised by regular repeat activity 
and many long term relationships. 
 The Chase, the UK graphic design agency, has
contributed with a strong performance this year including
initiating the Group wide project with the Transport and
Innovation Fund in the North West. Landmarks, the
Group’s Brussels based design business, focuses on brand
development, investor relations and advocacy.
 The Design division, which now represents less than
15% of total Group fee income, is a good provider of
business for the rest of the Group. During 2008 this was
clearly demonstrated by the introduction to the Group 
of the GMPTA where the Group is providing branding
advice, online and offline advertising, PR, website
development and search engine optimisation. The design
companies share a number of clients with the other
divisions. Recently Landmarks and Amaze successfully
pitched for a major automotive project.  



FROM PAUL SANDERS, GROUP FINANCE DIRECTOR

 The Group delivered a strong performance in 2008.
Turnover increased 68% to £36.5m (2007: £21.7m). Like
for like turnover increased by 17%. Gross profits increased
to £27.3m (2007: £15.1m).
 The international activities of the Group are well
balanced with a broadly 60:40 split of both sales and costs
between sterling and the Euro.  
 Headline operating profits, excluding the non cash
items of notional finance costs and share options charges
but including a £0.27m benefit from the strong Euro,
increased by 93% to £5.2m (2007: £2.7m). This
represented a like for like growth of 17%. Within the
Group operating profits there is a head office profit, after
management recharges to each division, of £0.49m 
(2007: £0.22m). Interest charged increased to £0.7m
(2007: £0.1m) as a result of the acquisitions in late 2007,
that of Politics International in February 2008 and the
payment of a number of earn-outs.  
 Headline profit before tax increased 73% to £4.5m
(2007: £2.6m). After the non cash items of notional
finance costs and share options charges, Group profit
before tax was £4.2m (2007: £2.4m). The effective tax
rate was 21% which should be sustainable for a further two
to three years.
 Headline basic earnings per share increased by 69%
to 16.6p (2007: 9.8p). Reported basic earnings per share
increased to 15.5p (2007: 8.7p)
 In light of the current economic climate, the Board 
is proposing to maintain the dividend of 0.5p per share. 

The dividend will be paid on 21 July 2009 to all
shareholders on the register at 26 June 2009.
 Operating cash flows before tax increased
significantly to £5.0m (2007: £1.1m) despite the increase
in working capital following the acquisition of part of the
trade and assets of Amaze in late 2007 and related growth
in sales. The cash flow from operating activities represented
a conversion rate of 96%.
 The Group’s year end net debt was down to £6.0m
(30 June 2008: £7.5m, 31 December 2007 £4.9m) in spite
of the re-translation of the Group’s Euro borrowings at an
all time high rate at 31 December 2008 of approximately
1.03. Total bank facilities in place at year end were £10.4m.  
 Cash collection has been very encouraging and will
continue to be an area of focus. The year end net debt to
EBITDA ratio was 1.06 and interest cover was 8.1 times
compared to the bank covenants of up to 2.5:1 and at least
five times.
 At the year end, the estimate of future earn-outs was
£6.6m with up to £1.8m of this payable in shares at the
Group’s option and the balance in cash over the next three
years. Total estimated earn-out payments, including shares,
are £3.4m 2009, £2.1m 2010, £1.1m 2011. These earn
outs are dependent on performance and are self-funding.
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Directors’	Report	for	the	year	ended	31	December	2008

The Directors present their annual report on the affairs of the Group, together with the financial statements and auditors’ report, for the year 
ended 31 December 2008.

Principal	activities
The principal activities of the Group comprise provision of services in the areas of marketing, public affairs, public relations, graphic design, web 
design, intranet solutions, online marketing and advertising.

The subsidiary undertakings principally affecting the profits and net assets of the Group in the year are listed in note 38 to the financial 
statements.

Business	review
The Company is required by the Companies Act to include a business review in this report. The information that fulfils the requirements of the 
business review can be found within the Chairman’s, Chief Executive’s and Group Finance Director’s reviews, which are incorporated in this report 
by reference. These pages also include the information required from an Operating and Financial Review being, an overview of activities and 
performance, details of the key performance indicators that management uses and information on expected future developments in the business 
of the Group.

Financial	instruments
Information about the use of financial instruments by the Company and its subsidiaries is given in note 3 to the financial statements. 

Dividends
The Directors recommend a dividend of 0.5p per ordinary share to be paid on 21 July 2009 to ordinary shareholders on the register on 26  
June 2009.

Capital	Structure
Details of the authorised and issued share capital, together with details of the movements in the Company’s issued share capital during the 
year are shown in note 26. The Company has one class of ordinary shares which carry no right to fixed income. Each share carries the right to 
one vote at general meetings of the Company. 

There are no specific restrictions on the size of a holding nor on the transfer of shares, which are both governed by the general provisions of 
the Articles of Association and prevailing legislation. The Directors are not aware of any agreements between holders of the Company’s shares 
that may result in restrictions on the transfer of securities or on voting rights. 

Details of employee share schemes are set out in note 32. 

No person has any special rights of control over the Company’s share capital and all issued shares are fully paid.

With regard to the appointment and replacement of Directors, the Company is governed by its Articles of Association and the Companies Acts 
and related legislation. The Articles themselves may be amended by special resolution of the shareholders. The powers of Directors are 
described in the Statement on Corporate Governance.

Under its Articles of Association, the Company has authority to issue 7,504,530 ordinary shares; this authority expires at the date of the next AGM.

There are a number of agreements that take effect, alter or terminate upon a change of control of the Company such as commercial contracts, 
bank loan agreements, property lease arrangements and employees’ share plans. None of these are considered to be significant in terms of 
their likely impact on the business of the Group as a whole. Furthermore, the Directors are not aware of any agreements between the Company 
and its Directors or employees that provide for compensation for loss of office or employment that occurs because of a takeover bid.  

Directors’	Report	for	the	year	ended	31	December	2008	(continued)

Directors

The Directors, who served throughout the year except as noted, were as follows:

Godfrey	Taylor	(55), Chairman and Non-executive Director
Godfrey is the Non-executive Chairman. Godfrey was the Senior Partner of Deloitte & Touche LLP (and formerly Arthur Andersen) in Manchester 
from 1997 to 2003 with responsibility for 30 partners and 700 personnel. Godfrey subsequently branched out into his own enterprises, developing 
property and sports interests. 

Godfrey was a founding Director of Hasgrove (November 2004).

Rod	Hyde	(59), Chief Executive
Rod is responsible for delivering the Board’s strategy and is actively involved in acquisitions, integration and fund-raising. Rod spent his early 
career at ICI in various design and management roles. He then founded and managed a successful flight simulation games company that he sold 
in 2000.

Since then Rod has been involved in corporate finance activities, specialising in the technology sector. This work has included running large web-
based market services operations.

Rod was a founding Director of Hasgrove (November 2004).

Paul	Sanders	(44), Group Finance Director
Paul is a member of the Institute of Chartered Accountants in England and Wales. Paul has been Finance Director of a number of public and 
private companies, including SSL International plc and Baltimore Technologies plc and was also acting CEO of the latter. 

Peter	Cookson	(62), Non-executive Director (appointed 24 March 2009)
Peter has worked closely with the Group since November 2007. His particular focus has been on the performance of Amaze Europe. Peter is a 
Chartered Accountant and has a wealth of Corporate Finance experience. Over many years he has operated as a Finance Director for both public 
and private Companies. 

Fredrik	Lofthagen	(44), Chief Executive of Interel and Non-executive Director (Appointed 24 March 2009)
Fredrik has been Chief Executive Officer of the Group’s Interel companies since January 2006 and has overseen the significant organic and 
acquisitive growth of Interel since it was acquired by the Group in April 2006.

Stephen	Rodgers	(52), Non-executive Director
Stephen began his career in advertising as a junior creative, before working through the disciplines of print buying, media and account handling. In 
1990 Stephen joined the board of Brunnings, an advertising agency in Manchester, which he then left in 1993 to found Connectpoint, a specialist 
creative agency, which soon flourished into an integrated marketing services agency offering advertising, public relations and digital services.

Jean-Léopold	Schuybroek	(60), President of Interel and Non-executive Director
Jean-Léopold was a founding partner of Interel. He is past President of ICCO, the worldwide public relations consultancy association, and of 
ABCRP, the Belgian Association of Public Relations Consultancies.

He is currently a member of the executive committee of ICCO and Chairman of the membership and governance committee of ICCO. He is also 
one of the three members of the executive committee of the ABCRP.
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Directors’	Report	for	the	year	ended	31	December	2008	(continued)

Directors’	interests
The Directors who held office at 31 December 2008 had the following interests in the ordinary shares of the Company:

Name	of	Director	 		 		 		 31	December		 31	December
	 		 		 		 2008	(No.)		 2007	(No.)

Godfrey Taylor       2,100,000  2,100,000
Rhoderick Hyde        658,750  658,750
Stephen Rodgers       1,500,000  1,500,000
Jean-Léopold Schuybroek       1,268,755  1,268,755
Paul Sanders       10,000  10,000

No changes took place in the interests of Directors between 31 December 2008 and 21 April 2009. 

Directors’	share	options
Share options issued under the Employee Management Incentive scheme (EMI) are dependent on certain time based criteria.

Share options issued under the Long Term Incentive Plan (LTIP) are dependent on the Company achieving certain share price targets.

Share options issued under the Executive scheme are dependent on certain time based criteria.

The Directors had interests in the following share options:

Name	of	holder Scheme	 1	Jan	2008	 Granted	 Surrendered		 31	Dec	2008	 Exercise	Price

Rhoderick Hyde LTIP 250,000 – (50,000 ) 200,000 £0.10
 Executive – 100,000 –  100,000 £1.02
Paul Sanders LTIP 225,000 – (50,000 ) 175,000 £0.10
 EMI 100,000 – –  100,000 £0.78
 Executive – 75,000 –  75,000 £1.02

The Company has adopted a share dealing code for Directors and relevant employees and will take appropriate steps to ensure compliance by 
the Directors and those employees.

The Company has entered into service agreements with each of its executive Directors. Details of the amounts paid under these service agreements 
are set out below:

Directors’	emoluments	 	 Salary	and	 Performance	 Year	to		 Year	to
	 	 fees	 related	bonus	 31	Dec	2008	 31	Dec	2007
	 	 £	 £	 £	 £

Rhoderick Hyde  160,000 – 160,000 106,750
Robert McLoughlin*  – – – 56,353
Paul Sanders   144,000 – 144,000 96,000
Godfrey Taylor  24,000 – 24,000 24,000
Stephen Rodgers   15,000 – 15,000 15,000
Jean-Léopold Schuybroek **  119,604 – 119,604 102,141
  
  462,604 – 462,604 400,244

There were no pension contributions in the year (2007: Nil).

Robert McLoughlin retired 10 December 2007.

Jean-Léopold Schuybroek is employed by Interel through a management Company, which is paid €150,000 per annum for his services.

Directors’	Report	for	the	year	ended	31	December	2008	(continued)

Directors’	interests	in	contracts	and	other	transactions	with	Group	companies
With the exception of relevant earn outs and the disclosures above no Director has a material interest in any contract with any Group company 
other than a service agreement. 

During the year Stephen Rodgers and Jean-Léopold Schuybroek received earn outs in relation to the acquisitions of Connectpoint and Interel of 
£Nil and £214,000 respectively. Based on latest forecasts they are due to receive future earn outs with fair values of £153,000 and £258,000 
respectively (2007: £219,000 and £418,000 respectively) in relation to the acquisitions of Connectpoint and Interel.  

Supplier	payment	policy
The Group’s policy is to settle terms of payment with suppliers when agreeing the terms of each transaction and to ensure that suppliers are 
made aware of the terms of payment and abide by the terms of payment. Trade creditors of the Group at 31 December 2008 were equivalent to 
35 (2007: 35) days’ purchases, based on the average daily amount invoiced by suppliers during the year.

Charitable	and	political	contributions
During the year the Group made no political or charitable donations.

Substantial	shareholdings
The Company has been notified of the following interests representing 3% or more of the issued share capital of the Company at 21 April 2009:

 Percentage	of	voting	rights	 No.	of	ordinary	
Name	of	holder	 	 and	issued	share	capital	 shares
   
Octopus Asset Management 10.4% 2,388,888
Godfrey Taylor 9.2% 2,100,000
Stephen Rodgers 6.6% 1,500,000
Jean-Léopold Schuybroek 5.5% 1,268,755
Unicorn Asset Management 5.5% 1,250,100
Vikki Ashton 5.1% 1,166,428
Ben Casey 4.8% 992,576
   

Auditors
Each of the persons who is a Director at the date of approval of this annual report 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 the steps that 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.

This confirmation is given and should be interpreted in accordance with the provisions of s234ZA of the Companies Act 1985. 

Our auditors, CLB Coopers, have expressed their willingness to continue in office and a resolution to reappoint them will be proposed at the 
forthcoming Annual General Meeting.

St John’s Court By order of the Board,
19b Quay Street
Manchester
M3 3HN
 T D Pennington-Brookfield
21 April 2009 Company Secretary 

*

** 
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Directors’	Responsibilities

The Directors are responsible for preparing the Annual Report and the financial statements. The Directors are required to prepare financial 
statements for the Group in accordance with International Financial Reporting Standards as adopted by the EU (IFRSs) and have also elected to 
prepare financial statements for the Company in accordance with IFRSs. Company law requires the Directors to prepare such financial statements 
in accordance with IFRSs, the Companies Act 1985 and Article 4 of the IAS Regulation.

International Accounting Standard 1 requires that 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 IFRSs. 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 IFRSs 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.

The Directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any time the financial position of 
the Company, for safeguarding the assets, for taking reasonable steps for the prevention and detection of fraud and other irregularities and for the 
preparation of a Directors’ report and Directors’ remuneration report which comply with the requirements of the Companies Act 1985.

The annual report and accounts are available on the Group’s website; www.Hasgrove.com. The Directors are responsible for the maintenance and 
integrity of the website. The work carried out by the auditors does not include consideration of these matters. Legislation in the United Kingdom 
governing the preparation and dissemination of financial statements differs from legislation in other jurisdictions.

No reference is made to the going concern basis here due to the inclusion of a separate going concern statement by the Directors elsewhere in 
the annual report.

Directors’	responsibility	statement
We confirm to the best of our knowledge:

1. the financial statements, prepared in accordance with International Financial Reporting Standards as adopted by the EU, give a true and fair 
view of the assets, liabilities, financial position and profit or loss of the Company and the undertakings included in the consolidation taken as 
a whole; and

2. the operating and financial review, which is incorporated into the Directors’ report includes a fair review of the development and performance 
of the business and the position of the Company and the undertakings included in the consolidation taken as a whole, together with a 
description of the principal risks and uncertainties they face. 

By order of the Board

Chief Executive Officer Group Finance Director
R D Hyde P A Sanders

21 April 2009 
 

Statement	of	Corporate	Governance
 
The Company is committed to the principles of corporate governance contained in the Combined Code on Corporate Governance that was issued 
in 2006 by the Financial Reporting Council, having regard to its size and nature and so far as it considers practicable and appropriate.

The	Board
The Group is managed by a Board which comprises the Non-executive Chairman, Chief Executive, Group Finance Director, Executive Director and 
Non-executive Directors.

The Board will be responsible for formulating, reviewing and approving the Group’s strategy, budgets, major items of capital expenditure and 
acquisitions. The Board generally meets at least six times a year and has a schedule of matters specifically referred to it for decision. Given 
the size of the Company, the appointment of new Directors is a matter reserved for the Board as a whole rather than a separate Nomination 
Committee. 

The Company Secretary, through the Chairman, is responsible for advising the Board on all governance matters. All Directors have access to the 
advice and services of the Company Secretary, who is responsible to the Board for ensuring that Board procedures are followed and that applicable 
rules and regulations are complied with. 

Currently, the Chairman and Chief Executive review the performance of the Board informally. As the Group develops a more formal review process 
will be adopted. 

A Director will retire from office at the third Annual General Meeting following his appointment or following his last re-appointment by 
shareholders at an Annual General Meeting and if willing, be deemed to have been re-appointed unless it is expressly resolved not to fill the 
vacancy or a resolution for the re-appointment of the Director is put to the meeting and lost.

Board	Committees
The Company has established Audit and Remuneration Committees.

Audit	Committee
The Audit Committee comprises the Non-executive Directors chaired by Godfrey Taylor. Members of the Committee have a wide financial 
experience and the Chairman is a chartered accountant who has held senior roles in the profession.

The Committee is responsible for ensuring that the financial performance of the Group is properly reported on and monitored and for reviewing 
the auditors’ reports relating to accounts and internal control systems. The Audit Committee meets at least twice a year to review interim and 
full year reports.

At this stage in the development of the Group, the board does not consider it would be appropriate to have its own internal audit function. Each 
operating company has its own finance function led by a Finance Director. The Group Finance Director regularly reviews the operating companies’ 
key controls and reporting systems.

Remuneration	Committee
The Remuneration Committee comprises the Non-executive Directors and is chaired by Godfrey Taylor. It is responsible for determining and 
agreeing with the Board the framework for the remuneration of all Executive Directors and such other members of the executive management as 
it is designated to consider. It is furthermore responsible for determining the total individual remuneration packages of each Director including, 
where appropriate, performance related bonuses, incentive payments and share options.

Going	concern
The Directors have satisfied themselves that the Company and Group have adequate resources to continue in operational existence for the 
foreseeable future, and for this reason the financial statements continue to be prepared on a going concern basis.

Internal	control
The Directors 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. The risk management 
process and systems of internal control are designed to manage rather than eliminate the risks of failure to achieve the Group’s strategic 
objectives. However, there are inherent limitations in any system of internal control and accordingly even the most effective system can only 
provide reasonable and not absolute assurance. The Board has reviewed the operation and effectiveness of the system of internal control in 
operation during the year.
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Statement	of	Corporate	Governance	(continued)

The Group’s individual companies are managed with a clearly defined responsibility for the operation of the businesses to meet standards 
required by both the Group and appropriate regulatory authorities. In addition, annual plans and longer-term overviews of objectives are prepared 
by each business management team and reviewed at meetings attended by at least one Executive Director.

Individual business management is also responsible for assessing and minimising all business risks, supported by Group personnel able to provide 
specific assistance in matters relating to regulatory compliance, health and safety, and quality systems.

Monthly accounts, including comparison with planned performance, together with key ratio analysis and working capital information, are prepared 
in accordance with Group accounting policies and principles. They are reviewed by the Board to monitor overall performance and facilitate 
appropriate management intervention.

The Board confirms that it has established the procedures necessary to implement the guidance “Internal Control: Guidance for Directors on the 
Combined Code”. The Board has considered the need for an internal audit function but has concluded the size and complexity of the Group does 
not justify the expense at present. The need for an internal audit function will continue to be reviewed periodically.

Due to its importance to the Group, the Board has formulated an acquisition strategy and process which is tailored to reflect the size of the target 
and the desired speed of integration. When identifying medium to large targets for acquisition the following criteria are essential:

• Profitable

• High quality businesses with a proven track record

• Leading brands

• A history of and potential for significant organic growth

• Committed and experienced management in addition to the vendors

• Established blue chip clients

• Shared vision and culture

It is the intention that acquisitions should be structured as follows:

• An initial payment partly in cash and partly in shares;

• Self-funding earn out payments typically over three years dependent on performance, payable in cash, shares or loan notes.

During the acquisition process the Board establishes succession plans and identifies the next generation of management and ensures that there 
is sufficient strength in depth. Acquisitions will only proceed if the Board is satisfied with the long term integration plan.

Relations	with	shareholders
The Board proposes to maintain a constructive dialogue with shareholders through regular meetings, news releases and presentations.

The Company’s Annual General Meeting is an opportunity for all shareholders to meet and direct questions to members of the Board. Prior to the 
formal business of the meeting, the Board will present an overview of the Group’s results. 

On behalf of the Board

P A Sanders
Director

21 April 2009 
  
 

Independent	Auditors’	Report	to	the	Members	of	Hasgrove	plc

We have audited the Group and Company financial statements (the ‘financial statements’) of Hasgrove plc for the year ended 31 December 
2008 which comprise the consolidated and Company income statements, the consolidated and Company balance sheets, the consolidated and 
Company cash flow statements, the consolidated statement of recognised income and expense, the Company statement of changes in equity, 
the statement of accounting policies and the related notes. These financial statements have been prepared under the accounting policies set 
out therein.  

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 and the financial statements in accordance with applicable law and International 
Financial Reporting Standards (IFRSs) as adopted by the European Union are set out in the statement of Directors’ responsibilities.

Our responsibility is to audit the 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 financial statements give a true and fair view and have 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 financial statements. The information given in the Directors’ report includes that specific information presented in the Chairman’s, Chief 
Executive’s and Group Finance Director’s reviews that is cross referred from the business review section of the Directors’ report.

In addition, we report to you if, in our opinion, the Company has not kept proper accounting records, if 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 other information contained in the annual report and consider whether it is consistent with the audited financial statements. The other 
information comprises only the Chairman’s report, the Chief Executive’s and the Group Finance Director’s reviews. We consider the implications 
for our report if we become aware of any apparent misstatements or material inconsistencies with the financial statements. Our responsibilities 
do not extend to any further information outside of 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 financial statements. It also includes an 
assessment of the significant estimates and judgements made by the Directors in the preparation of the financial statements, and of whether the 
accounting policies are appropriate to the Group’s and Company’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 financial statements are free from material misstatement, whether caused by fraud 
or other irregularity or error. In forming our opinion we also evaluated the overall adequacy of the presentation of information in the financial 
statements.
 
Opinion
In our opinion:

• the financial statements give a true and fair view, in accordance with IFRSs as adopted by the European Union, of the state of the Group’s 
 and the Company’s affairs as at 31 December 2008 and of the Group’s profit, the Group’s cash flows and the Company’s loss for the year  
 then ended;

• the financial statements have been properly prepared in accordance with the Companies Act 1985; and

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

CLB Coopers
Registered Auditors & Chartered Accountants
Manchester

21 April 2009
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Consolidated	Income	Statement
Year ended 31 December 2008

	 		 		 		 		 Year		 Year
	 		 		 		 		 ended	2008		 ended	2007
	 		 		 		 Note		 £000		 £000

Revenue       5  36,536  21,675
Cost of sales         (9,209 ) (6,577 )

Gross	profit         27,327  15,098

Administrative expenses         (22,177 ) (12,396 )

Headline	operating	profit         5,150  2,704

Share option charges         (31 ) (25 )

Operating	profit         5,119  2,677

Amount written off investments         (10 ) –
Finance income       11  21  175
Notional finance cost on deferred consideration       11  (211 ) (181 )
Finance costs       11  (719 ) (270 )

Headline profit before tax         4,442  2,607
Share option charge         (31 ) (25 )
Notional finance cost on deferred consideration         (211 ) (181 )

Profit	before	tax         4,200  2,401

Tax         (885 ) (730 )

Profit	for	the	financial	year         3,315  1,671

Basic earnings per share (pence)       14  15.5 p 8.7 p
Diluted earnings per share (pence)       14  15.2 p 8.5 p

Consolidated	Statement	of	Recognised	Income	and	Expense
Year ended 31 December 2008

	 		 		 		 		 Year		 Year
	 		 		 		 		 ended	2008		 ended	2007
	 		 		 		 		 £000		 £000

Losses on a hedge of a net investment taken to equity         (819 ) (122 )
   
Exchange differences on translation of foreign operations         3,430  849
   
Net	income	recognised	directly	in	equity	         2,611  727
   
Profit	for	the	period         3,315  1,671
   
Total	recognised	income	and	expense	for	the	period         5,926  2,398
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Consolidated	Balance	Sheet
At 31 December 2008

	 		 		 		 		 2008		 2007
	 		 		 		 Note		 £000		 £000

Non-current	assets     
Goodwill       15  34,081  27,888
Other intangible assets       16  168  –
Property, plant and equipment       17  1,562  785
Investments       19  –  10
Deferred tax asset       23  82  –
     
         35,893  28,683
     
Current	assets     
Inventories         62  55
Trade and other receivables       20  11,549  7,868
Cash and cash equivalents         2,149  2,955
     
         13,760  10,878
     
Total	assets         49,653  39,561
     
Current	liabilities     
Trade and other payables       24  (7,882 ) (5,521 )
Current tax liabilities         (937 ) (610)
Obligations under finance leases         (67 ) (14 )
Borrowings        21  (3,159 ) (5,300 )
Provisions       25  (3,418 ) (2,276 )
     
         (15,463 ) (13,721 )
     
Net	current	assets         (1,703 ) (2,843 )
     
Non-current	liabilities     
Borrowings       21  (4,891 ) (2,500 )
Long-term provisions       25  (3,178 ) (4,922 )
Obligations under finance leases         (40 ) (22 )
     
         (8,109 ) (7,444 )
     
Total	liabilities         (23,572 ) (21,165 )
     
Net	assets         26,081  18,396
     
Equity     
Share capital       26  2,251  2,068
Share premium account       27  14,034  12,382
Translation reserve       28  3,264  653
Retained earnings       29  6,532  3,293
     
Total	equity         26,081  18,396
     
The financial statements were approved by the board of Directors and authorised for issue on 21 April 2009. They were signed on its behalf by:

R D Hyde

P A Sanders

Consolidated	Cash	Flow	Statement
Year ended 31 December 2008

	 		 		 		 		 Year		 Year
	 		 		 		 		 ended	2008		 ended	2007
	 		 		 		 Note		 £000		 £000

Cash generated by operations       31  5,043  1,087
Income taxes paid         (750 ) (951 )
    
Net	cash	from	operating	activities         4,293  136
        
Investing	activities    
    
Interest paid         (719 ) (271 )
Interest received         20  176
Proceeds on disposal of property, plant and equipment         19  –
Purchase of property, plant and equipment         (938 ) (297 )
Purchase of subsidiary undertakings         (2,308 ) (7,979)
Expenditure on product development         (168 ) –
Net cash acquired with subsidiaries         380  1,640
Payment of deferred consideration         (1,460 ) (1,765 )
    
Net	cash	used	in	investing	activities         (5,174 ) (8,496 )
    
Financing	activities    
    
Dividends paid         (107 ) –
Repayments of borrowings         (549 ) (3,281 )
Proceeds on issue of shares         895  5
New bank loans raised         2,355  3,000
(Decrease)/increase in bank overdrafts and revolving credit facility       (2,424 ) 4,800
    
Net	cash	from	financing	activities         170  4,524
    
Net	decrease	in	cash	and	cash	equivalents	         (711 ) (3,836 )
    
Cash	and	cash	equivalents	at	beginning	of	year	         2,955  6,626
    
Effect of foreign exchange rate changes         (95 ) 165
    
Cash	and	cash	equivalents	at	end	of	year         2,149  2,955
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Notes	to	the	Consolidated	Financial	Statements
Year ended 31 December 2008

General	information
Hasgrove plc is a Company incorporated in the United Kingdom under the Companies Act 1985. The address of the registered office is given on 
page 58. The nature of the Group’s operations and its principal activities are set out in note 6.

These financial statements are presented in pounds sterling because that is the currency of the primary economic environment in which the 
Group operates. Foreign operations are included in accordance with the policies set out in note 3.

Adoption	of	new	and	revised	Standards
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:

IFRIC 15    Agreements for the Construction of Real Estate
IFRIC 16  Hedges of a Net Investment in a Foreign Operation
IFRIC 17 Distribution of non cash assets to owners

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.

Significant	accounting	policies

Basis	of	accounting
The financial statements have been prepared in accordance with International Financial Reporting Standards (IFRSs). The financial statements 
have also been prepared in accordance with the Companies Act 1985, IFRSs adopted for use in the European Union (and therefore are in 
compliance with Article 4 of the EU IAS Regulation) and IFRIC interpretations. The 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 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.

The results of subsidiaries acquired or disposed of during the year are included in the consolidated income statement from the effective date of 
acquisition or up to the effective date of disposal, as appropriate.

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 acquisitions are 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. A review of 
the provisional fair value of assets and liabilities is made in the hindsight period and any adjustments required are recognised in goodwill.

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 the income statement.

Notes	to	the	Consolidated	Financial	Statements
Year ended 31 December 2008

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 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 the income statement and is not subsequently reversed.

For the purpose of impairment testing, goodwill is allocated to each of the Group’s cash-generating units 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.

The Directors consider that the customer relationships are not separable or intangible assets. The Directors consider that customer relationships 
attach to the staff base and senior management of the business and not to the business itself. Consequently, unless stated otherwise in note 15, 
the goodwill reflects the combined value of customer relationships, the staff base and other non-separable intangible assets.

Internally	generated	intangible	assets	–	development	expenditure
An internally generated intangible asset arising from the Group’s software development is recognised only if all of the following conditions  
are met:

• An asset is created that can be identified;

• It is probably that the asset created will generate future economic benefits; and

• The development cost of the asset can be measured reliably. 

Internally generated intangible assets are amortised on a straight line basis over their useful lives. Where no internally generated intangible asset 
can be recognised, development expenditure is recognised as an expense in the period to which it is incurred. 

Segmental	reporting
A business segment is a group of assets and operations engaged in providing services that are subject to risks and returns that are different from 
those of other business segments. A geographical segment is engaged in providing services within a particular economic environment that are 
subject to risks and returns that are different from those of segments operating in other economic environments.

Deferred	consideration
The terms of an acquisition may provide that the value of the purchase consideration, which may be payable in cash, shares or other securities at a 
future date, depends on uncertain future events such as the future performance of the acquired company. Where it is not possible to estimate the 
amounts payable with any degree of certainty, the amounts recognised in the financial statements represent a reasonable estimate at the balance 
sheet date of the amounts expected to be paid. The deferred consideration is discounted to fair value. The difference between the fair value of the 
liabilities and the actual amounts payable are charged to the income statement as notional finance costs over the life of the associated liability. 
Changes in the estimated value of deferred consideration are recognised in goodwill.

Where deferred consideration may be settled by either the issue of shares or loan notes, it is classified in the balance sheet in accordance with 
the substance of the transaction. Where the agreement gives rise to an obligation that is settled by the delivery of a variable number of shares to 
meet a monetary defined liability, these amounts are disclosed as debt.

1.

2.

3.

3.
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Notes	to	the	Consolidated	Financial	Statements
Year ended 31 December 2008

Significant	accounting	policies	(continued)

Revenue	recognition
Revenue is measured at the fair value of the consideration received or receivable and represents amounts receivable for services provided in the 
normal course of business, net of discounts, VAT and other sales-related taxes.

Income recognised in turnover but not invoiced at the period end is recorded in prepayments and accrued income in debtors. Where invoices are 
raised in advance of the provision of services they are recorded as accruals and deferred income in creditors.

For maintenance support income, only that proportion of revenue is recognised which relates to the part of the maintenance period falling within 
the financial year.

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.

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.

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 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 on the balance sheet date. 

Exchange differences are recognised in the income statement in the period in which they arise except for:

• exchange differences on transactions entered into to hedge certain foreign currency risks (see below under financial instruments / hedge  
 accounting); and

•  exchange differences on monetary items receivable from or payable to a foreign operation for which settlement is neither planned nor likely 
 to occur, which form part of the net investment in a foreign operation, and which are recognised in the foreign currency translation reserve 
 and recognised in the income statement on disposal of the net investment.

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 recognised in the Group’s foreign currency translation reserve. Such translation differences 
are recognised as income or as expenses in the period in which the operation is disposed of.

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

Notes	to	the	Consolidated	Financial	Statements
Year ended 31 December 2008

Significant	accounting	policies	(continued)

Borrowing	costs
All borrowing costs are recognised in the income statement in the period in which they are incurred.

Operating	profit
Operating profit is stated before investment income and finance costs.

Retirement	benefit	costs	
Payments to defined contribution retirement benefit schemes are charged as an expense as they fall due. Payments made to state-managed 
retirement benefit schemes are dealt with as payments to defined contribution schemes where the Group’s obligations under the schemes are 
equivalent to those arising in a defined contribution retirement benefit scheme.

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 taxable 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
Fixtures and equipment are stated at cost less accumulated depreciation and any recognised impairment loss.

Depreciation is charged so as to write off the cost of assets over their estimated useful lives, using the straight-line method, on the following bases:

Fixtures and equipment 10% – 33%

Assets held under finance leases are depreciated over their expected useful lives on the same basis as owned assets or, where shorter, over the 
term of the relevant lease.

Leasehold improvements are depreciated over their expected useful lives on the same basis as owned assets or, where shorter, over the term of 
the relevant lease.

The gain or loss arising on the disposal or retirement of an asset is determined as the difference between the sales proceeds and the carrying 
amount of the asset and is recognised in the income statement.
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Notes	to	the	Consolidated	Financial	Statements
Year ended 31 December 2008
  
Significant	accounting	policies	(continued)

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.

Financial	instruments
Financial assets and financial liabilities are recognised on the Group’s balance sheet when the Group becomes a party to the contractual provisions 
of the instrument. Issue costs are offset against the proceeds of such instruments.

Cash	and	cash	equivalents
Cash and cash equivalents are cash balances and deposits held at call with banks with original maturities of three months or less.

Trade	receivables
Trade receivables do not carry any financial income and are stated at their fair value as reduced by appropriate allowances for estimated 
irrecoverable amounts.

Financial	liability	and	equity
Financial liabilities and equity instruments are classified according to the substance of the contractual arrangements entered into. An equity 
instrument is any contract that evidences a residual interest in the assets of the Group after deducting all of its liabilities. The Group has only one 
class of shares in existence, see note 26.

Bank	borrowings
Interest-bearing bank loans and overdrafts are recorded at their fair value, net of direct issue costs. Finance charges, including premiums payable 
on settlement or redemption and direct issue costs, are accounted for on an accruals basis to the income statement using effective interest 
method and are added to the carrying amount of the instrument to the extent that they are not settled in the period in which they arise.

Hedge	accounting
The Group designates certain hedging instruments as hedges of net investments in foreign operations. At the inception of the hedge relationship, 
the entity documents the relationship between the hedging instrument and the hedged item, along with its risk management objectives and its 
strategy for undertaking various hedge transactions. Furthermore, at the inception of the hedge and on an ongoing basis, the Group documents 
whether the hedging instrument that is used in a hedging relationship is highly effective in offsetting changes in fair values of the hedged item. 

Notes	to	the	Consolidated	Financial	Statements
Year ended 31 December 2008

Significant	accounting	policies	(continued)

Hedges	of	net	investments	in	foreign	operations	
Any gain or loss on the hedging instrument relating to the effective portion of the hedge is recognised in equity in the foreign currency translation 
reserve. The gain or loss relating to the ineffective portion is recognised immediately and is included in the ‘other gains and losses’ line of the 
income statement.

Gains and losses deferred in the foreign currency translation reserve are recognised in profit or loss on disposal of the foreign operation.

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 Payment. 

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.

Critical	accounting	judgements	and	key	sources	of	estimation	uncertainty
In the application of the Group’s accounting policies, which are described in note 3, the Directors are required to make judgements, estimates 
and assumptions about the carrying amounts of assets and liabilities that are not readily apparent from other sources. The estimates and 
associated assumptions are based on historical experience and other factors that are considered to be relevant. Actual results may differ from 
these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the period in 
which the estimate is revised if the revision affects only that period, or in the period of the revision and future periods if the revision affects both 
current and future periods.

Key	sources	of	estimation	uncertainty

• Revenue recognition policies in respect of contracts which straddle the year end;

• Contingent deferred payments in respect of acquisitions;

• Recognition of share based payments; and

• Valuation of intangible assets.

These estimates are based on historical experience and various other assumptions that management and the Board of Directors believe are 
reasonable under the circumstances and are discussed, to the extent necessary, in more detail in their respective notes.
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Notes	to	the	Consolidated	Financial	Statements
Year ended 31 December 2008

Revenue
An analysis of the Group’s revenue is as follows:

	 Year		 Year
	 ended	2008		 ended	2007
	 £000		 £000
   
Sales of services 36,536  21,675
Investment income 21  175

Sales of services 36,557  21,850

Business	and	geographical	segments

Business	segments
For management purposes, the Group is currently organised into three operating divisions – Public Affairs and Corporate Communications, 
Design and Digital and Communication Services. These divisions are the basis on which the Group reports its primary segment information. All 
intra segmental transactions are carried out on an arm’s length basis. 

Segment information about these businesses is presented below. 

 Public	Affairs		 		 Digital	and		 	
 and	Corporate		 		 Communication   
 Communications		 Design		 Services		 Eliminations		 Consolidated		 	
	 Year	ended		 Year	ended		 Year	ended		 Year	ended		 Year	ended
 2008		 2008		 2008		 2008		 2008  
2008	 £000		 £000		 £000		 £000		 £000
Revenue
External sales 14,765  5,449  16,322  –  36,536
      
Result      
Segment result 2,139  733  1,756  –  4,628
      
Unallocated corporate income         491
      
Operating profit         5,119
Amounts written off investments         (10 )
Finance income         21
Notional finance costs on future deferred consideration         (211 ) 
Finance costs         (719 )
      
Profit before tax         4,200
Tax         (885 )
      
Profit after tax          3,315

Notes	to	the	Consolidated	Financial	Statements
Year ended 31 December 2008

Business	and	geographical	segments	(continued)

 Public	Affairs		 		 Digital	and		 	
 and	Corporate		 		 Communication
 Communications		 Design		 Services		 Eliminations		 Consolidated		 	
	 Year	ended		 Year	ended		 Year	ended		 Year	ended		 Year	ended
 2008		 2008		 2008		 2008		 2008  
Other	information	 £000		 £000		 £000		 £000		 £000

Capital additions 640  112  306  –  1,058
Depreciation and amortisation 155  86  260  –  501
      
Balance	sheet      
      
Assets      
Segment assets 12,487  3,904  8,808  (689 ) 24,510
      
Unallocated corporate assets         25,143
      
Consolidated total assets         49,653
      
Liabilities      
Segment liabilities 3,335  1,794  6,259  (2,288 ) 9,100
      
Unallocated corporate liabilities         14,472
      
Consolidated total liabilities         23,572
	
The business segment results for the year ended 31 December 2007 are as follows:

 Public	Affairs		 		 Digital	and		 	
 and	Corporate		 		 Communication
 Communications		 Design		 Services		 Eliminations		 Consolidated		 	
	 Year	ended		 Year	ended		 Year	ended		 Year	ended		 Year	ended
 2007		 2007		 2007		 2007		 2007  
2007	 £000		 £000		 £000		 £000		 £000
Revenue
External sales 10,711  4,744   6,220  –  21,675
      
Result      
Segment result 1,312  528   614  –  2,454 
       
Unallocated corporate expenses          223
      
Operating profit          2,677
Finance income          175
Notional finance costs on future deferred consideration          (181 )
Finance costs          (270 )
      
Profit before tax          2,401
Tax          (730 )
      
Profit after tax           1,671



30 31

6. 6.

7.

8.

Notes	to	the	Consolidated	Financial	Statements
Year ended 31 December 2008

Business	and	geographical	segments	(continued)

 Public	Affairs		 		 Digital	and		 	
 and	Corporate		 		 Communication
 Communications		 Design		 Services		 Eliminations		 Consolidated		 	
	 Year	ended		 Year	ended		 Year	ended		 Year	ended		 Year	ended
 2007		 2007		 2007		 2007		 2007  
Other	information	 £000		 £000		 £000		 £000		 £000   
	 		 		 	
Capital additions 103  63   166  –  332
Depreciation and amortisation 80  95   139  –  314
      
Balance	sheet      
Assets      
Segment assets 7,159  3,888   7,778  (3,410 ) 15,415
      
Unallocated corporate assets          24,146
      
Consolidated total assets          39,561
      
Liabilities      
Segment liabilities 1,884  767   4,543  (1,153 ) 6,041
      
Unallocated corporate liabilities          15,124
      
Consolidated total liabilities          21,165

Geographical	segments
The Group’s operations are located in the United Kingdom and Europe. The Group’s Digital and Communication Services Divisions are located in 
the United Kingdom. Public Affairs and Corporate Communications Divisions are located in United Kingdom, Europe and a small presence in the 
US. Designs Divisions are located in the United Kingdom and Europe.

The following table provides an analysis of the Group’s sales by geographical market, irrespective of the origin of the services:

	 Sales	revenue	by
	 geographical	market
	 		 		 		 		 Year		 Year
	 		 		 		 		 ended	2008		 ended	2007
	 		 		 		 		 £000		 £000
    
United Kingdom         20,920  10,005
Europe         14,418  10,845
Other         1,198  825
     
         36,536  21,675

Notes	to	the	Consolidated	Financial	Statements
Year ended 31 December 2008

Business	and	geographical	segments	(continued)
     
The following is an analysis of the carrying amount of segment assets, and additions to property, plant and equipment and intangible assets, 
analysed by the geographical area in which the assets are located:

     Carrying		
     amount	of		 Additions	to	property,
     segment	assets	 plant	and	equipment
	 		 		 		 		 Year		 Year
	 		 		 2008		 2007		 ended	2008		 ended	2007
	 		 		 £000		 £000		 £000		 £000
    
United Kingdom     43,575  33,972  449  206
Europe     6,078  5,589  609  126
     
     49,653  39,561  1,058  332

Profit	for	the	period
Profit for the period has been arrived at after charging/(crediting):

	 		 		 		 		 Year		 Year
	 		 		 		 		 ended	2008		 ended	2007
	 		 		 		 		 £000		 £000

Net foreign exchange gains/ (losses)         16  (68 )
Depreciation of property, plant and equipment         451  314
Depreciation of property, plant and equipment held under lease       50  –
Profit on disposal of property, plant and equipment         (26 ) –
Staff costs (see note 9)         14,407  7,272
Operating lease rentals – property         1,267  704
Operating lease rentals – other         246  158
  
Auditors’	remuneration
The analysis of auditors’ remuneration is as follows:
  	 		 		 		 		
	 		 		 		 		 Year		 Year
	 		 		 		 		 ended	2008		 ended	2007
	 		 		 		 		 £000		 £000

Fees payable to the Company’s auditors for:   
–  Audit services to the parent Company         15  7
–  Audit services to subsidiary companies         42	 38

   
Total	audit	fees         57	 45
   
Other services pursuant to legislation   

–  Tax services         10  10  

Total	non-audit	fees         10  10
   
Fees payable to CLB Coopers and their associates for non-audit services to the Company are not required to be disclosed because the consolidated 
financial statements are required to disclose such fees on a consolidated basis. In addition to the non-audit fees above charged to the income 
statement, £Nil (2007: £15,000) of services provided in relation to due to diligence advice on acquisitions were capitalised within goodwill in 
the year.
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Notes	to	the	Consolidated	Financial	Statements
Year ended 31 December 2008

Staff	costs
The average monthly number of employees (including Executive Directors) was:
   
         2008		 2007
	 		 		 		 		 Number		 Number
    
Direct          304  172
Administrative         61  31
    
         365  203
    
	 		 		 		 		 £000		 £000
Their aggregate remuneration comprised:    
Wages and salaries         12,128  6,068
Social security costs         1,917  1,069
Other pension costs         361  135
    
         14,407  7,272
    
Wages and salaries included share based payments of £31,000 (2007: £25,000).

Directors’	emoluments
The Directors’ aggregate emoluments in respect of qualifying services were:

	 		 		 		 		 Year		 Year
	 		 		 		 		 ended	2008		 ended	2007
	 		 		 		 		 £000		 £000
	
Salaries and fees         463  400

Included in the above is £160,000 (2007: £107,000) of emoluments in respect of the highest paid Director. None of the Directors are accruing 
retirement benefits under Group pension schemes.

Net	finance	costs

	 		 		 		 		 Year		 Year
	 		 		 		 		 ended	2008		 ended	2007
	 		 		 		 		 £000		 £000
Finance	income
Interest on bank deposits         21  175
  
Finance	costs
Interest on bank overdrafts and loans         719  271 
Notional finance cost on deferred consideration         211  181  
   
         930  451 

Notes	to	the	Consolidated	Financial	Statements
Year ended 31 December 2008

Tax
	 		 		 		 		
	 		 		 		 		 Year		 Year
	 		 		 		 		 ended	2008		 ended	2007
	 		 		 		 		 £000		 £000
  
Current tax         1,001  766
Overprovision of corporation tax in previous year         (102 ) (36 )
Deferred tax         (14 ) –
   
         885  730
   
Corporation tax is calculated at 28% (2007: 30%) of the estimated assessable profit for the period.

Taxation for other jurisdictions is calculated at the rates prevailing in the respective jurisdictions.

The charge for the year can be reconciled to the profit per the income statement as follows:
	 		 		 		 		
	 		 		 		 		 Year		 Year
	 		 		 		 		 ended	2008		 ended	2007
	 		 		 		 		 £000		 £000
  
Profit before tax         4,200  2,401
  
Tax at the UK corporation tax rate of 28% (2007: 30%)         1,176  720
Effect of expenses that are not deductible in determining taxable profit       111  8
Effect of utilisation of tax losses not previously recognised         (85 ) –
Effect of different tax rates of subsidiaries operating in other jurisdictions       70  38
Effect of different accounting policies in subsidiary companies         (271 ) –
  
Current tax         1,001  766
  
Dividends

	 		 		 		 		 Year		 Year
	 		 		 		 		 ended	2008		 ended	2007
	 		 		 		 		 £000		 £000

Proposed final dividend for the year ended 31 December 2008 of 
0.5p (2007: 0.5p) per share.         118  103  

The proposed final dividend is subject to approval by shareholders at the Annual General Meeting and has not been included as a liability in  
these financial statements.
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Notes	to	the	Consolidated	Financial	Statements
Year ended 31 December 2008

Earnings	per	share
The calculation of the basic and diluted earnings per share is based on the following data:

Earnings
	 		 		 		 		 Year		 Year		 		
	 		 		 		 		 ended	2008		 ended	2007
	 		 		 		 		 £000		 £000

Earnings for the purposes of basic earnings per share being net profit       3,315  1,671
   
	 		 		 		 		 Number		 Number
	 		 		 		 		 000’s		 000’s
Number	of	shares	 		
Weighted average number of ordinary shares for the purposes of basic earnings per share     21,406  19,184   

Effect of dilutive potential ordinary shares:   
Share options         401  481
   
Weighted average number of ordinary shares for the purposes of diluted earnings per share     21,807  19,665

 At 31 December 2008, there were outstanding share options issued under the Long Term Incentive Plan over 1,025,000 ordinary shares  
(2007: 1,075,000 ordinary shares) which are not regarded as being dilutive and therefore these have not been included in the diluted earnings 
per share calculations.

Headline	earnings	per	share
The calculation of headline basic and headline diluted earnings per share is based on the earnings after adjustments as follows:
  	 		 		 		 		
	 		 		 		 		 Year		 Year
	 		 		 		 		 ended	2008		 ended	2007
	 		 		 		 		 £000		 £000

Net profit         3,315  1,671
Share option charges         31  25
Notional finance cost on deferred consideration         211  181
   
Headline earnings         3,557  1,877

Notes	to	the	Consolidated	Financial	Statements
Year ended 31 December 2008

Goodwill
           £000
Cost   
At 1 January 2007           12,771
Exchange differences           873
Recognised on acquisition of subsidiary           15,412
Fair value adjustments to consideration           (1,168 )
   
At 1 January 2008           27,888
   
Exchange differences           3,135
Recognised on acquisition of subsidiaries           2,540
Fair value adjustments to consideration           (31 )
Fair value adjustments to acquisition balance sheets           549
   
At 31 December 2008           34,081
   
Accumulated	impairment	losses   
At 1 January 2007 and 31 December 2008           –
   
Carrying	amount   
At 31 December 2008           34,081
   
At 31 December 2007           27,888
   
Goodwill acquired in a business combination is allocated, at acquisition, to the cash generating units (CGUs) that are expected to benefit from 
that business combination. Before recognition of impairment losses, the carrying amount of goodwill had been allocated to each business 
segment as follows:
	 		 		 		 		 2008		 2007
	 		 		 		 		 £000		 £000
Public	Affairs	and	Corporate	Communications         13,870  7,399
Design         6,779  4,754
Digital	and	Communication	Services         13,432  15,375
   
         34,081  27,888
   
The Group tests goodwill annually for impairment, or more frequently if there are indications that goodwill might be impaired.

The recoverable amounts of the CGUs are determined from value in use calculations. The key assumptions for the value in use calculations are 
those regarding the discount rates, growth rates and expected changes to selling prices and direct costs during the period. Management estimates 
discount rates using pre-tax rates that reflect current market assessments of the time value of money and the risks specific to the CGUs. The 
growth rates are based on industry growth forecasts. Changes in selling prices and direct costs are based on past practices and expectations of 
future changes in the market.

The Group prepares cash flow forecasts derived from the most recent financial budgets approved by management for the next three years and 
extrapolates cash flows following this period based on an estimated growth rate of 3 per cent. This rate does not exceed the average long-term 
growth rate for the relevant markets.

The rate used to discount the forecast cash flows is the Group’s estimated weighted average cost of capital.

14.
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Notes	to	the	Consolidated	Financial	Statements
Year ended 31 December 2008

Other	intangible	assets  
	 		 		 		
	 		 		 		 		 		Development
	 		 		 		 		 		 costs		 	
	 		 			 		 		 		 £000
Cost		 		 	
At 1 January 2008           –
Additions           168

At 31 December 2008           168

Accumulated	depreciation
At 1 January 2008 and 31 December 2008           –

Carrying	amount
At 31 December 2008           168

The amortisation period for development costs incurred on the Group’s intranet development is five years.

Notes	to	the	Consolidated	Financial	Statements
Year ended 31 December 2008

Property,	plant	and	equipment
  
	 		 		 		 		 Fixtures
	 		 		 		 Leasehold		 and
	 		 		 	improvements		 equipment		 Total
	 		 		 		 £000		 £000		 £000
Cost		 		 	
At 1 January 2007       640  2,346  2,986
Additions       8  324  332
Acquisition of subsidiary       –  222  222
Exchange differences       10  130  140
Disposals       –  (138 ) (138 )
    
At 1 January 2008       658  2,884  3,542
Additions       294  764  1,058
Acquisition of subsidiary       –  34  34
Exchange differences       100  624  724
Disposals       –  (114 ) (114 )
    
At 31 December 2008       1,052  4,192  5,244
    
Accumulated	depreciation	 		 	
At 1 January 2007       416  1,908  2,324
Charge for the year       71  243  314
Acquisition of subsidiary       –  115  115
Exchange differences       6  129  135
Eliminated on disposals       –  (131 ) (131 )
    
At 1 January 2008       493  2,264  2,757
Charge for the year       102  399  501
Acquisition of subsidiary       –  –  –
Exchange differences       31  500  531
Eliminated on disposals       –  (107 ) (107 )
    
At 31 December 2008       626  3,056  3,682
    
Carrying	amount	 		 	
At 31 December 2008       426  1,136  1,562
    
At 31 December 2007       165  620  785
    
In addition, the Group’s obligations under finance leases are secured by the lessors’ title to the leased assets, which have a carrying amount of 
£95,000 (2007: £23,000).

Subsidiaries
A list of the significant investments in subsidiaries, including the name, country of incorporation, proportion of ownership interest is given in  
note 38 to the Company’s separate financial statements.
 

16. 17.

18.
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Notes	to	the	Consolidated	Financial	Statements
Year ended 31 December 2008

Investments

         2008		 2007
	 		 		 		 		 £000		 £000
Available-for-sale	investments	carried	at	fair	value	 	
Shares         –  10
  
Other	financial	assets

Trade	and	other	receivables	
	 		 		 		 		 2008		 2007
	 		 		 		 		 £000		 £000

Trade receivables         8,976  6,421
Other debtors         526  388
Prepayments and accrued income         2,047  1,059
    
         11,549  7,868
    
Trade	receivables
The average credit period taken on sales of services is 40 days. 
The Directors consider that the carrying amount of trade and other receivables approximates their fair value.

Cash	and	cash	equivalents
	 		 		 		 		 2008		 2007
	 		 		 		 		 £000		 £000
    
Cash and cash equivalents         2,149  2,955
    
Cash and cash equivalents comprise cash held by the Group and short-term bank deposits with an original maturity of three months or less.  
The carrying amount of these assets approximates their fair value.

19.
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Notes	to	the	Consolidated	Financial	Statements
Year ended 31 December 2008

Borrowings
   		 		 		 		 		 	
	 		 		 		 		 2008		 2007
	 		 		 		 		 £000		 £000
Secured	borrowing	at	amortised	cost    
Bank overdraft and revolving credit facility         2,159  4,800
Bank loans         5,891  3,000
    
         8,050  7,800
    
Total	borrowings    
Amount due for settlement within 12 months         3,159  5,300
    
Amount due for settlement after 12 months         4,891  2,500
    
	 		 		 		 Sterling		 Euros		 Total
	 		 		 		 £000		 £000		 £000

Analysis of borrowings by currency:    
At 31 December 2008    
Bank overdraft and revolving credit facility       650  1,509  2,159
Bank loans       3,000  2,891  5,891
    
       3,650  4,400  8,050
    
At 31 December 2007    
Bank overdraft and revolving credit facility       4,800  –  4,800
Bank loans       3,000  –  3,000

       7,800  –  7,800
    
The other principal features of the Group’s borrowings are as follows.

 The revolving credit facility is repayable 24 September 2011. The revolving credit facility carries interest at 1.75% above LIBOR.

The bank loan is secured by a fixed and floating charge over the assets of the Group. The loan is repayable in biannual instalments of £500,000. 
The loan carries interest at 1.75% above LIBOR for sterling borrowings and 1.75% above EURIBOR for euro borrowings. 

Undrawn	borrowing	facilities
At 31 December 2008, the Group had available £Nil (2007: £2,200,000) of undrawn committed borrowing facilities in respect of which all 
conditions precedent had been met.

Interest	rate	risk
The Group’s operations are cash generative and it funds acquisitions through a combination of retained profits and borrowings. The Group’s 
variable rate borrowings are exposed to interest rate risk.

Liquidity	risk
The Group maintains a mixture of short and long-term borrowings to manage this risk. The Group seeks to ensure sufficient liquidity is available 
to meet foreseeable needs.

21.
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Notes	to	the	Consolidated	Financial	Statements
Year ended 31 December 2008

Operating	lease	commitments
As at 31 December the Group had commitments under non-cancellable operating leases as follows:
       
	 		 		 2008	 2007
	 		 		 Land	and		 		 Land	and		 	
	 		 		 buildings		 Other		 buildings		 Other		
	 		 		 £000		 £000		 £000		 £000 	
	

In one year or less     981  233  718  40
Between one and five years     3,198  292  2,773  343
In five years or more     2,237  –  1,963  –
     
     6,416  525  5,454  383

Deferred	tax
The following are the major deferred tax liabilities and assets recognised by the Group and movements thereon during the current and prior 
reporting period.
	 		 		 		 		 		 Accelerated		 		
	 		 		 		 		 		 tax
	 		 		 		 		 		 depreciation
	 		 		 		 		 		 £000
 
At 1 January 2007 and 1 January 2008           (10 )
Release to income           92
 
At 31 December 2008           82
 
Other	financial	liabilities

Trade	and	other	payables	
	 		 		 		 		 2008		 2007
	 		 		 		 		 £000		 £000

Trade payables and other payables         3,431  2,037
Social security and other taxes         888  606
Accruals and deferred income         3,563  2,878
    
         7,882  5,521
    
Trade payables and other payables principally comprise amounts outstanding for trade purchases and ongoing costs. The Directors consider that 
the carrying amount of trade payables approximates to their fair value.

22.
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Provisions
           Deferred	
	 		 		 		 		 		consideration
	 		 		 		 		 		 £000
 
At 1 January 2008           7,198
On acquisition of subsidiary 

Politics International           942
Settled in the year 

Cash           (1,460 )
Shares           (340 )

Adjustment to consideration on previous acquisitions           (668 )
Notional finance charge on future deferred consideration           211
Exchange difference           713
 
At 31 December 2008           6,596
 
Included in current liabilities           3,418
Included in non-current liabilities           3,178
 
           6,596
 
The Group consider that the above liabilities approximate to their fair value. There was no change in the year to the notional interest rate used of 
5.5 per cent for Sterling denominated deferred consideration and 3.5% for Euro denominated deferred consideration.

The deferred consideration will be settled by a mixture of cash, loan notes and new ordinary shares, dependent on the terms of the relevant sale 
and purchase agreement.

Share	capital
	 		 		 		 		 2008		 2007
	 		 		 		 		 £000		 £000
   
Authorised:   
40,000,000 ordinary shares of £0.10 each         4,000  4,000
   
Issued and fully paid:   
22,514,000 (2007: 20,680,000) ordinary shares of £0.10 each        2,251  2,068
   
On 11 February 2008, 486,000 shares were issued at a premium of £1.12 in consideration for the acquisition of Politics International. On 2 April 
2008, 202,000 shares were issued at a premium of £1.14 in fulfilment of deferred consideration liabilities. On 1 September 2008, 77,000 shares 
were issued at a premium of £1.07 in fulfilment of deferred consideration liabilities. On 17 November 2008, 1,069,000 shares were issued at a 
premium of £0.80 for cash.

During the year issue costs were incurred amounting to £67,000.

The Company has one class of ordinary shares which carry no right to fixed income.

25.

26.
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Notes	to	the	Consolidated	Financial	Statements
Year ended 31 December 2008

Share	premium	account
	 		 		 		 		 		 Share	
	 		 		 		 		 		 premium
	 		 		 		 		 		 £000
   
Balance at 1 January 2007           9,629
Premium arising on issue of equity shares           2,790
Expenses of issue of equity shares           (37)
   
Balance at 31 December 2007           12,382
Premium arising on issue of equity shares           1,719
Expenses of issue of equity shares           (67 )
   
Balance at 31 December 2008           14,034
   
Translation	reserve
	 		 		 		 		 		 Total
	 		 		 		 		 		 £000
 
Balance at 1 January 2007           (74 )
Exchange differences on translation of foreign operations           (160 )
Loss recognised on net investment hedge           887
 
Balance at 1 January 2008           653
 
Exchange differences on translation of foreign operations           3,430
Loss recognised on net investment hedge           (819 )
 
Balance at 31 December 2008            3,264

Retained	earnings
	 		 		 		 		 		 £000
   
Balance at 1 January 2007            1,597
Net profit for the year           1,671
Credit to equity for equity-settled share-based payments           25
   
Balance at 1 January 2008           3,293
   
Net profit for the year           3,315
Credit to equity for equity-settled share-based payments           31
Dividend paid           (107 )
   
Balance at 31 December 2008           6,532

27.
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Acquisition	of	subsidiaries
On 11 February 2008, the Group acquired 100% of the issued share capital of Politics International Limited for estimated total consideration 
of £3,198,000. Politics International Limited is involved in Corporate and Public Affairs. This transaction has been accounted for by the purchase 
method of accounting.
             
           Provisional
           Fair	
	 		 		 		 		 		 value
	 		 		 		 		 		 £000
   
Net assets acquired:   
Property, plant and equipment           34
Trade and other receivables           555
Cash and cash equivalents           380
Trade and other payables           (204 )
Current tax liabilities           (107 )
   
           658
   
Goodwill           2,540
   
Total consideration           3,198
   
Satisfied by:   
Cash           1,524
Shares           600
Deferred consideration           942
Directly attributable costs           132
   
           3,198
   
Net cash outflow arising on acquisition:   
Cash consideration           1,524
Cash and cash equivalents acquired           (380 )
   
           1,144
   
 Politics International Limited contributed £1,993,000 revenue and £449,000 to the Group’s profit before tax for the period between the date of 
acquisition and the balance sheet date.

The Group results include the post acquisition results for all acquisitions made in the year. If the acquisitions had been completed on the first day 
of the financial year, Group revenue and profit before tax would be £36,800,000 and £4,311,000 respectively. 

30.
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Notes	to	the	Consolidated	Financial	Statements
Year ended 31 December 2008

Notes	to	the	cash	flow	statement

	 		 		 		 		 Year	ended		 Year	ended
	 		 		 		 		 2008		 2007
	 		 		 		 		 £000		 £000
   
Operating profit for the year         5,119  2,677
   
Adjustments for:   
Depreciation of property, plant and equipment         501  314
Share-based payment expense         31  25
Profit on disposal of fixed assets         (26 ) -
   
Operating cash flows before movements in working capital         5,625  3,016

  
(Increase)/ decrease in inventories         (7 ) 29
Increase in receivables         (1,990 ) (750 )
Increase/ (decrease) in payables         1,415  (1,208 )
   
Cash generated by operations         5,043  1,087
   
Additions to fixtures and equipment during the year amounting to £120,000 were financed by new finance leases. 

Cash and cash equivalents (which are presented as a single class of assets on the face of the balance sheet) comprise cash at bank and other 
short-term highly liquid investments with a maturity of three months or less.

31.
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Share	based	payments

Equity-settled	share	option	scheme
The Company has share option schemes for employees of the Group. Options are exercisable at a price equal to the average quoted market price 
of the Company’s shares on the date of grant. The vesting period is three years. If the options remain unexercised after a period of five years 
from the date of grant the options expire. Options are forfeited if the employee leaves the Group the options vest. Details of the share options 
outstanding during the year are as follows.
 
	 		 		 		 2008		 		 2007		
	 		 		 		 Weighted		 		 Weighted	
	 		 		 Number	of		 average		 Number	of		 average		
	 		 		 Share		 exercise		 share		 exercise
	 		 		 options		 price		 options		 price		
    
Outstanding at beginning of year     765,000  58 p 827,000  46 p
Granted during the year     534,000  107 p 31,000  143 p
Exercised during the year     –  –  (60,000 ) 71 p
Lapsed during the year     –  –  (33,000 ) 78 p
    
Outstanding at the end of the year     1,299,000  58 p 765,000  58 p
    
Exercisable at the end of the year     734,000  78 p 734,000  58 p
    
Average remaining life of outstanding options     8 years  8 years 
    
The Group recognised total expenses of £31,000 and £25,000 related to equity-settled share-based payment transactions in 2008 and 2007 
respectively.

Other	share-based	payment	plans
In addition to the employee share option schemes above the Group has outstanding options over 975,000 ordinary shares under the Hasgrove 
plc Long Term Incentive Plan (2007: 1,075,000) following the surrender of 100,000 options in the year (2007: Nil surrendered). The exercise of 
these options is dependent upon certain performance criteria linked to the Company’s share price.

32.
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Company	Income	Statement
Year ended 31 December 2008

	 		 		 		 		 Year		 Year
	 		 		 		 Note		 ended	2008		 ended	2007
	 		 		 		 		 £000		 £000
    
Continuing	operations    
Operating income    

– Management charges       44  1,428  720
    
Administrative expenses         (946 ) (554)
    
Operating	profit       34  492  166
    
Finance income       35  3  148
Finance costs       36  (852 ) (374) 
    
Profit before tax         (357 ) (60 )
Tax       37  46  (12 )
    
Net	loss	attributable	to	equity	holders	of	the	parent         (311 ) (72 )

Company	Statement	of	Changes	in	Equity
Year ended 31 December 2008

	 		 		 		 		 Year		 Year
	 		 		 		 		 ended	2008		 ended	2007
	 		 		 		 		 £000		 £000

Losses on a hedge of a net investment taken to equity         (878 ) (126 )
     

Net	expense	recognised	directly	in	equity	         (878 ) (126 )
     
Loss	for	the	period         (311 ) (72 )
     
Total	recognised	income	and	expense	for	the	period         (1,189 ) (198 )
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Company	Balance	Sheet
At 31 December 2008

	 		 		 		 Note		 2008		 2007		 	
	 		 		 		 		 £000		 £000

Non-current	assets     
Investment in subsidiaries       38  22,613  19,185
     
Current	assets     
Loans from other Group entities         8,574  6,689
Trade and other receivables       39  269  37
Cash and cash equivalents       39  –  668
     
         8,843  7,394
     
Total	assets         31,456  26,579
     
Current	liabilities     
Trade and other payables       40  (255 ) (95 )
Current tax liabilities         –  (9 )
Borrowings       40  (5,582 ) (5,300 )
Provisions       41  (2,149 ) (997 )
Loans to other Group entities         –  –
     
         (7,986 ) (6,401 )
     
Non-current	liabilities     
Borrowings       40  (4,891 ) (2,500 )
Provisions       41  (2,518 ) (3,687 )
     
         (7,409 ) (6,187 )
     
Total	liabilities         (15,395 ) (12,588 )
     
Net	assets	         16,061  13,991
     
Equity     
Share capital        42 2,251  2,068
Share premium account        42 14,034  12,382
Translation reserve        44 (1,067 ) (189 )
Retained earnings        43 843  (270 )
     
         16,061  13,991
     
The financial statements were approved by the board of Directors and authorised for issue on 21 April 2009. They were signed on its behalf by:

R D Hyde

P A Sanders                                                

Company	Cash	Flow	Statement
Year ended 31 December 2008

	 		 		 		 		 Year		 Year		 		
	 		 		 		 Note		 ended	2008		 ended	2007
	 		 		 		 		 £000		 £000

Cash used by operations       46  (1,434 ) (1,422 )
Income taxes paid         –  (3 )
    
Net	cash	used	in	operating	activities         (1,434 ) (1,425 )
    
    
Investing	activities    
    
Interest paid         (682 ) (275 )
Interest received         3  148
Purchase of subsidiary undertakings          (2,308 ) (6,532 )
Payment of deferred consideration         (406 ) (992 )
    
Net	cash	used	in	investing	activities         (3,393 ) (7,651 )
    
Financing	activities    
    
Dividends paid         (107 ) –
Dividends received         1,500  –
Repayments of borrowings         (500 ) (3,281 )
Proceeds on issue of shares         895  5
New bank loans raised         2,355  3,000
(Decrease)/ increase revolving credit facility         (2,424 ) 4,800
    
Net	cash	from	financing	activities         1,719  4,524
    
Net	decrease	in	cash	and	cash	equivalents         (3,108 ) (4,552 )
    
Cash	and	cash	equivalents	at	beginning	of	year         668  5,220
Foreign	exchange	movement         17  –
    
Cash	and	cash	equivalents	at	end	of	year         (2,423 ) 668
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Notes	to	the	Company	Financial	Statements
Year ended 31 December 2008

Significant	accounting	policies
The separate financial statements of the Company are presented as required by the Companies Act 1985. As permitted by that Act, the separate 
financial statements have been prepared in accordance with International Financial Reporting Standards.

The financial statements have been prepared on the historical cost basis. The principal accounting policies adopted are the same as those set out 
in note 3 to the consolidated financial statements except as noted below.

Investments in subsidiaries are stated at cost less, where appropriate, provisions for impairment.

Operating	profit
The auditors’ remuneration for audit and other services is disclosed in note 8 to the consolidated financial statements.

Finance	income

	 		 		 		 		 Year		 Year
	 		 		 		 		 ended	2008		 ended	2007
	 		 		 		 		 £000		 £000
   
Bank deposits         3  148
   
All investment revenue has been earned on the Company’s loans and receivables category of financial assets. 

Finance	costs

	 		 		 		 		 Year		 Year
	 		 		 		 		 ended	2008		 ended	2007
	 		 		 		 		 £000		 £000
   
Interest on borrowings         682  275
Notional finance charge on deferred consideration         170  99
   
         852  374
   

33.

34.

35.

36.

Notes	to	the	Company	Financial	Statements
Year ended 31 December 2008

Tax

	 		 		 		 		 Year		 Year
	 		 		 		 		 ended	2008		 ended	2007
	 		 		 		 		 £000		 £000
   
Current tax         (46 ) 12

Corporation tax is calculated at 28% (2007: 30%) of the estimated assessable profit for the period.

The charge for the period can be reconciled to the profit per the income statement as follows:
	 		 		 		 		
	 		 		 		 		 Year		 Year
	 		 		 		 		 ended	2008		 ended	2007
	 		 		 		 		 £000		 £000
  
Loss before tax         (357 ) (60 )
  
Tax at the UK corporation tax rate of 28% (2007: 30%)         (100 ) (18)
Tax effect of expenses that are not deductible in determining taxable profit       47  30
Losses Group relieved         7  –
  
Current tax         (46 ) 12
  
Subsidiaries
           £000
Cost   
At 1 January 2007           16,031
Recognised on acquisition of subsidiaries           11,744
Transferred to group undertakings           (7,473 )
Fair value adjustments to consideration           (1,117 )
   
At 1 January 2008           19,185
   
Recognised on acquisition of a subsidiary           3,198
Fair value adjustments to consideration           230
   
At 31 December 2008           22,613

   

37.

38.
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Notes	to	the	Company	Financial	Statements
Year ended 31 December 2008

Subsidiaries (continued)
Details of the Company’s subsidiaries at 31 December 2008 are as follows:

	 	 Proportion	of	the	Ordinary	
	 	 Shares	and	voting	rights	held	by:
Name	 Principal	activity	in	the	year	 The	Company	 Subsidiaries
   

Amaze Communications Services Limited  Strategic marketing, creative advertising –  100% 
(formerly Pavilion Communications and technical internet software solutions   
Services Limited)  

Amaze (Europe) Limited Software solutions –  100%

Amaze (Holdings) Limited Intermediate holding company –  100%

Amaze plc Advertising and marketing agents 100% –
(formerly Connectpoint Limited)

Cabinet Stewart Inc Government relations and European affairs –  100%
(Registered in US)

Cabinet Stewart Limited Government relations and European affairs –  100%

Interel Cabinet Stewart SA Government relations and European affairs –  100%
(Registered in Belgium)

The Chase Creative Consultants Limited Graphic design 100% –

Commento SA Public relations –  100%
(Registered in Belgium)

Connectpoint Direct Limited Provision of e-mail based mailshot and –  100%
 Mobular Products Limited

Hailstone SCRL Corporate design –  100%
(Registered in Belgium)

Interel EPA & Corp European public affairs –  100%
(Registered in Czech Republic) 

Interel Holdings Limited Intermediate holding company 100% –

Interel Management Group NV  Public affairs –  100%
(Registered in Belgium) 

Interel PR & PA SA  Public affairs –  100%
(Registered in Belgium) 

Interel SAS Public affairs consultancy –  100%
(Registered in France) 

Landmarks SA Corporate design –  100%
(Registered in Belgium) 

Odyssey Interactive Limited Intranet provider 100% –

Pavilion Communications Services Intermediate holding company –  100%
(Holdings) Limited

Politics International Limited Public and corporate affairs 100% –

The above list excludes details of non-trading dormant subsidiaries, although all subsidiaries are included in the consolidated accounts. Except 
where indicated, all companies are incorporated in the United Kingdom.
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Notes	to	the	Company	Financial	Statements
Year ended 31 December 2008

Other	financial	assets

Trade	and	other	receivables	
	 		
	 		 		 		 		 2008		 2007
	 		 		 		 		 £000		 £000	
    
Trade receivables         –  7
Other debtors         104  13
Prepayments and accrued income         165  17
    
         269  37
    
Cash	and	cash	equivalents
These comprise cash held by the Company and short-term bank deposits with an original maturity of three months or less. The Director’s consider 
that the carrying amount of these assets approximates to their fair value.
 
Other	financial	liabilities

Trade	and	other	payables	

	 		 		 		 		 2008		 2007
	 		 		 		 		 £000		 £000	
    
Trade payables and other payables         34  20
Social security and other taxes         19  2
Accruals and deferred income         202  73
    
         255  95
    
Trade payables and other payables principally comprise amounts outstanding for trade purchases and ongoing costs. The Directors consider that 
the carrying amount of trade payables approximates to their fair value.

Borrowings
Details of the bank loans are given in note 21 to the consolidated financial statements.

39.

40.
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Notes	to	the	Company	Financial	Statements
Year ended 31 December 2008

Provisions
 
	 		 		 		 		 		 Deferred	
	 		 		 		 		 		consideration
	 		 		 		 		 		 £000
 
At 1 January 2008           4,684
On acquisition of subsidiary 

Politics International           942
Settled in the year 

Cash           (406 )
Shares           (340 )

Adjustment to consideration on previous acquisitions           (382 ) 

Notional finance charge on future deferred consideration           169
 
At 31 December 2008           4,667
 
Included in current liabilities           2,149
Included in non-current liabilities           2,518
 
           4,667
 
The Company considers that the above liabilities approximate to their fair value. There was no change in the year to the notional interest rate 
used of 5.5 per cent for Sterling denominated deferred consideration and 3.5% for Euro denominated deferred consideration.

The deferred consideration will be settled by a mixture of cash, loan notes and new ordinary shares, dependent on the terms of the relevant sale 
and purchase agreement.

Share	capital	and	share	premium	account
The movements on these items are disclosed in notes 26 and 27 to the consolidated financial statements.

Retained	earnings
   
	 		 		 		 		 		 £000
   
Balance at 1 January 2007           (198 )
Net profit for the year           (72 )
   
Balance at 1 January 2008           (270 )
Net loss for the year           (311 )
Share option charge           31
Dividends received           1,500
Dividends paid           (107 )
   
Balance at 31 December 2008           843

41.

42.

43.

Notes	to	the	Company	Financial	Statements
Year ended 31 December 2008   

Translation	reserve
 
	 		 		 		 		 		 £000
 
Balance at 1 January 2007           (63 )
Loss recognised on net investment hedge           (126 )
 
Balance at 1 January 2008           (189 )
 
Loss recognised on net investment hedge           (878 )
 
Balance at 31 December 2008           (1,067 )
 
Related	parties
Transactions with related parties include management charges for services provided to the subsidiary companies, as disclosed on the face of the 
Company’s income statement. Amounts owed from subsidiary companies are as disclosed on the face of the Company’s balance sheet.

Notes	to	the	cash	flow	statement
	 		 		 		 		 Year		 Year
	 		 		 		 		 ended	2008		 ended	2007
	 		 		 		 		 £000		 £000
   
Operating profit for the year         492  141
   
Adjustments for:   
Share-based payment expense         31  25
   
Operating cash flows before movements in working capital         523  166

  
(Increase)/ decrease in receivables         (232 ) 37
Increase in loans from group companies         (1,885 ) (1,489 )
Increase/ (decrease) in payables         160  (136 )
   
Cash used by operations         (1,434 ) (1,422 )
   
Cash and cash equivalents (which are presented as a single class of assets on the face of the balance sheet) comprise cash at bank and other 
short-term highly liquid investments with a maturity of three months or less.

44.

45.

46.
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Professional	Advisers
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Contact	Details

Registered	and	head	office
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Chairman
Godfrey Lionel Fozard Taylor
godfrey.taylor@hasgrove.com

Chief	Executive
Rhoderick David Hyde
rod.hyde@hasgrove.com

Group	Finance	Director
Paul Antony Sanders
paul.sanders@hasgrove.com

Company	Secretary
Thomas Donald Pennington-Brookfield
tom.pennington@hasgrove.com





Hasgrove plc

St John’s Court
19b Quay Street
Manchester
M3 3HN

0161 817 4200

Company registration  
number 5247414



Hasgrove plc|Annual Report|2008

H
asgrove plc |

A
nnual R

eport |
2008

www.hasgrove.com

Designed by The Chase

Hasgrove plc  Annual Report The year to December 2008




