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Whitehead Mann Group adds value to
its clients’ businesses by assisting them
in the recruitment, evaluation and
development of key executives.
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Highlights

» Strategic review completed

P Successful fundraising of £13.1m (£11.7m net of expenses)

» New incentive arrangements put in place 1o retain key individuals
in order to implement the strategic plan and deliver growth in

sharehoider value

» Board strengthened with the appointment of two further Executive

Directors, Jonathan Baines and Carol Leonard

» Appointment of Abdul Bhanji as a Non-Executive Director
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Whitehead Mann Group Plc

Chairman’s statement

Following a peried of considerable change and restructuring,
we are making progress with implementing our Strategic Plan
to take the business forward. In April we compieted a Placing
and Open Offer to strengthen the balance sheet and provide
the necessary finance and working capital to implement the
plan. We have alse successfully reorganised the business to
safeguard the future of the Group for our shareholders and
employees.

Group turnover for the year to 31 March 2005, from continuing
operations, was £47.2 million (2004: £55.0 million). Cperating
profit from centinuing operations before excepticnals was £2.0
miilion {(2004: £9.1 million). Excepticnal operating costs of
£9.1 mitlion resulted in an operating loss after exceptienals for
the year of £9.0 million {2004: operating profit £4.8 millien).

On 2 February 2005, the Board announced that the trading
performance of the Group in January 2005, an important
month in our financial year, had weakened significantly.

We announced that we were undertaking a strategic review
with the aim of strengthening the Group’s financial position,
maintaining our market leadership, and better aligning the
interests of employees and shareholders.

On 30 March 2005 we anncunced that we had completed
the strategic review and that we intended to raise additional
funding for the business by means of a Placing and Open Offer,
fully underwritten by Robert W Baird Limited. The Placing
sucecessfully raised £13.1 million (£11.,7 million net of
expenses) to provide the necessary finance to implement the
Group’s strategy.

We forecast that the Group would make a loss before
taxation and exceptional items of not more than £1 million for
the year ended 31 March 2005. The final cutturn was a loss
hefore taxation and exceptional items of £0.7 million.

The Placing and Open Offer

The Placing and Open Offer, completed after the year end,
involved the issue of 32,694,910 New Ordinary Shares at 40
pence per share. The market capitalisation of the Group on
completion of the Placing and Open Offer, at the Issue Price,
was £24.3 million.

Listing on AIM

The Board took the view that it would be in the best interests

of the Company to de-list from the Official List and to apply
instead for admission to the Alternative Investment Market of
the London Stock Exchange, which is more appropriate for a
company of Whitehead Mann's size. This decision was endorsed
at the Extraordinary General Meeting held on 22 April 20058, and
became effective after the year end on 28 April 2005.

Board changes

On 14 October 2004, Stephen Lawrence stepped down as
Chief Executive and left the Board. We appointed Chris Merry
(then serving as Finance Director) as Managing Director of the
Group and subsequently as Chief Executive. We have also
strengthened our Board with the addition of two further
Executive Directors experienced in search by appointing
Jonathan Baines and Carol Leonard.

Hugh Collum, who has been on the Board since our flotation
in 1997, announced his intention to step down from the Board
at the Extraordinary General Meeting. | would like to thank
Hugh for his support, his contribution to the Board and his
Chairmanship of the Audit Committee during a period of
significant change for the Group, We were delighted to welcome
Abdul Bhanji, a former partner of PricewaterhouseCoopers, to
the Board as a Non-Executive Director on 16 March 2005.

Group turnover from continuing operations
£47.2m (2004 £55.0m)

Operating profit from continuing operations before exceptional items

£2.0m (2004 £9.1m)
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Dividend policy

As advised in the Placing and Open Offer document, the Board is
not recommending a final dividend for the year ended 31 March
2005 and does not expect that the Company will pay a dividend
during the first full financial year following the implementation of
its Strategic Plan (the year to 31 March 2008). The total dividend
far the year therefore remains at 1.5 pence per share, as
declared and paid at the interim stage.

As the benefits of the Strategic Plan are achieved, the Board
intends to consider adopting a progressive dividend policy
which is commercially prudent in relation to the Company’s
ongoing profit and cash generation capabilities,

The future

Although there are considerable challenges ahead in delivering
the Strategic Plan, the Board looks forward to a more stable
future for the Group. Trading performance has steadied since
January. We have reviewed our business, formulated a new
strategy to build on our proven strengths, and are improving our
operations to secure our position as the firm that leading
organisations can rely upon to resolve their leadership
challenges.

None of this would have been possible without the commitment
of the high ¢alibre people of Whitehead Mann. Qver recent
months | have seen many of the 290 people employed by the
Group. | have been impressed by their energy, purpose and
ambition and | extend my thanks to all of them for their
contribution during what has been a challenging year.
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Chief Executive’s review

Whitehead Mann aims to be the firm that leading
organisations contact first to resclve their leadership
challenges. Our strategy to achieve this is to have the best
people delivering the best service to the best clients, within
a high performance organisation.

Business overview

Whitehead Mann is an international leadership consulting group
based in the United Kingdom, with offices overseas in Hong
Kong, Paris and Frankfurt, and activities in North America
through alliances with selected partners.

We aim to add value to our clients’ businesses by assisting
them in the recruitment, evaluation and development of their
key executives. We work with naticnal and muitinationai
organisations to advise on all aspects of leadership and to
help them build and support the right teams. In delivering our
services, our consultants develop strong relationships with
clients and we benefit from high levels of repeat business.
Clients include companies, governments and their agencies,
professional services firms, and private equity firms and their
investments.

Whitehead Mann has three core service lines: Executive
Search; Executive Assessment; and Executive Development &
Coaching.

Executive Search
Executive Search is the process through which Whitehead
Mann attracts senior executives to leadership positions on
behalf of clients. Our consultants will identify, interview and
screen potential candidates before introducing a shortlist of
individuals to the client. A critical skili is being able to persuade
potential candidates to put their names forward for
consideration for & role. Executive Search is founded upon
detailed market intelligence, access to business leaders and a
comprehensive research capability.

Qur search activities are focused on both industry sectors
and functional specialisms. Whitehead Mann’s industry sector

specialisms are consumer and retail, professional services,
financial services, healthcare, industry, public secter, and
technology, media and telecommunications. Functional
specialisms include Board appointments, finance and treasury,
human resources, procurement, operations and logistics, sales
and marketing, legal and cornpliance, and technology.

In the UK, Whitehead Mann is one of the leading search
firms specialising in main Board and other senior executive
appointments.

Executive Assessment

Our Executive Assessment services are designed to help
organisations evaluate their existing management teams or to
carry out due diligence when making senior appaintments or
when considering potential investments or acquisitions. The
service combines two elements: first, market insights by
Whitehead Mann’s executive search and specialist referencing
team; second, psychometric profiles provided by Whitehead
Mann's corporate psychologists. The process enables ciients to
identify people with high potential, to create succession plans
and to manage mare effectively major organisational changes
such as acquisitions, mergers or corporate restructurings.

Executive Development & Coaching

Whitehead Mann provides coaching to senior executives,
customised to individual needs and designed to chailenge
business leaders to fulfil their potential, both individually and
as part of a team. The Whitehead Mann Executive Development
& Coaching business operates under The Change Partnership
brand. Cur coaches have first-hand experience of the pressures
faced by Boards of listed companies and an awareness of the
demanding regulatory and corporate governance environment
within which executives have to operate. Services include
coaching for executives with high potential, transition and
integration coaching, executive team development and coaching
for women leaders.
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The Strategic Plan

Under our Strategic Plan, the Board aims to establish
Whitehead Mann as the firm that leading organisations contact
first to resclve their leadership challenges. Our strategy to
achieve this is to have the best people delivering the best
service to the best clients within a high performance
organisation. The strategy has four core aspects: people,
services, clients, and a high performance organisation.

{i} People

It is fundamental to the success of Whitehead Mann that we
employ the best people in the human capital industry, and
create a culture and reward system within the Group that
motivates our people to perform. A key element of our Strategic
Plan is to upgrade our existing talent management processes.
This includes improvement of our hiring processes, training
programmes and appraisal and development systems.

As we announced in the Placing and Open Offer, we have
also introduced new incentive arrangements as part of the
Strategic Plan. These are designed to increase employee share
ownership and align better the interests of employees and
shareholders.

{ii) Services

We believe there is an opportunity for Whitehead Mann to
exploit further the synergies between the Group’s three service
lines: Executive Search, Executive Assessment, and Executive
Development & Coaching. We intend to grow the non-search
elements of the business and deliver a more integrated service
proposition,

To help achieve this, we have started to standardise quality
processes and systems on a Group-wide basis. This uniform
approach will improve the integration of the Group and enhance
marketing and selling opportunities. In addition, we are
farmalising the Group's client feedback processes to focus
more clearly on quality of service.

{iif) Clients

A critical factor in our success is the strength and depth of our
strategic client relationships. To develop these further, we are
formalising the client management process, improving
infermation flows to client teams, increasing training and
establishing standard client management methodologies. We
also regularly review our target market and prioritise resources
to meet our ¢lients’ needs.

We intend to reinforce the Whitehead Mann brand by
continually demonstrating thought leadership and more actively
managing marketing and public relations. For example, during
the year we produced the successful major thought piece 'What
Makes a Great Board Chair?' based on in-depth interviews with
215 of the UK’s top Directors.

(iv} High performance organisation

Cur success depends on managing and maintaining a high
performance organisation. To achieve this, our Strategic Plan
involves a number of key actions. First, we have put in place a
strong management structure that supports the new leadership
team. Second, we are relocating all our London team to operate
from one iuilding {Ryder Court) in order to foster a team
environment and a single culture. We will complete this
relocation by the end of the summer.

Third, to deliver the Strategic Plan, we have reorganised our
business into two operating divisions: Financial Services and
General Industries. The reorganisation gave us the opportunity
to integrate all search, assessment and development and
coaching staff within these two divisions. Our objective is to
improve client service as a result of closer alignment between
the service lines. As we announced in the Flacing and Open
Offer document, this planned reorganisation and integration will
result in a smaller coaching business. We remain committed to
the coaching practice as a key part of our integrated service
offering to clients.

Finally, we are introducing a new performance management
system to measure performance against both the financial and
non-financial milestones and goals within the Strategic Flan.
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Business performance Average starting salaries of executives placed by
Whitehead Mann

Executive Search

Executive Search revenues were down by 24%. Steady 2005 [N, : -
performances in financial services, healthcare and 2004 — £160k

consumer/retait were offset by:

+ deterioration in USA search revenues 2003 _ £154k
» the November/December offer period causing trading 2002 _ £145k
performance to weaken significantly in January 2005
i ia practice i 2co1 | :::s-
« rebuilding of the Technelogy and Media practice in the UK,
Executive Assessment
Executive Assessment revenues were down by 5%. Overall

performance was largely consistent with the prior year, but with
some variations in timing of large assessment projects.

Executive Development & Coaching

Executive Development & Coaching revenues improved by 7%
resulling from:

s a strong performance in the UK

s offset by tough trading conditions in the USA,

Interim Management
Interim Management achieved revenues of £1.7 million in its
first full year of operation.

P This year we worked for over 500 organisations, handling nearly 750 search
assignments, interviewing over 6,000 people and evaluating some 48,000
resumes.
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New Incentive Arrangements

As a business, we recognise the need to incentivise and retain
key individuals in order to deliver growth in shareholder value.
We have amended our existing Employee Share Schemes to
introduce New Incentive Arrangements, as set out in detail in
the Placing and Openr Offer document issued in March 2005,
and subsequently approved by Shareholders at the
Extraordinary General Meeting on 22 April 2005.

In summary, a significant number of employees have been
identified as key to the success of the Group, and they have
been awarded options under the Whitehead Mann (No 2)
Executive Share Option Scheme and a newly established
Whitehead Mann Enterprise Management Incentive Scheme,
with an exercise price of 40 pence per share. The options will
vest in the event that earnings per share targets are met in the
period to 31 March 2008. The options are also subject to
continued employment by the Group and to an underlying share
price performance measure, such that the share price must
have averaged 90 pence or above during any three month
period in the period to 31 December 2008, The Board believes
that this will help to incentivise participants to grow earnings
and align their interests with those of sharehoiders.

In addition, all UK employees and certain overseas
employees have been offered the opportunity to subscribe for

New Qrdinary Shares at the prevailing market price pursuant to
an Employee Gffer, aiming to encourage a culture of share
ownership within the Company. As an incentive to acguire and
retain New Ordinary Shares, employees were offered &
matching award by the Company of up to a maximum of
£10,000 of their investment, provided they retain their New
Ordinary Shares for three years and subject to continued
employment.

A fresh start

The refinancing of the business and the implementation of the
Strategic Plan represent a fresh start for Whitehead Mann.
There are considerable challenges ahead; we wilk meet them
with enthusiasm.

|-

Chris Merry
Chief Executive
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Directors’ report

Year ended 31 March 2005

Sir Colin Souvthgate
Non-Executive Chairman

Sir Colin has been Chairman
of Whitehead Mann since
September 2003 and has
been a Non-Executive Directer
since March 1997, He is
Chairman of two privately held
technology companies and a
director of Singer and
Friediander AIM 2 VCT plc.

He is the former Chairman of
EMI plc, Powergen ple and the
Royal Cpera House.

Chris Merry
Chief Executive

Chris Merry was promoted
from Finance Director to
Managing Director in October
2004, and to Chief Executive
in April 2005. Prior to joining
Whitehead Mann in January
2004, Chris Merry was
Finance Director of Clifford
Chance LLP. Prior to that he
was a partner at
PricewaterhouseCoopers LLP,
where he was Managing
Partner of the Coopers &
Lybrand office in Shanghai

Jonathan Baines
Director

Jonathan Baines has spent 19
years in the search sector,
working principally in
investment banking, fund
management and, more
latterly, private eguity. He
founded and managed Baines
Gwinner which had offices in
the UK, USA and Hong Koeng
and which was acqguired by
Whitehead Mann in 2001.
Prior to working in the
executive search sector, he
was in the Army and spent 6

Carol Leonard
Director

Carol Leonard is a senior
search consultant who
onerates at Board level
specialising in consumer
industries, Prior to Whitehead
Mann’s acquisition of Legnard
Hull Holdings Limited in April
2004, Carol was Chief
Executive and founder. She
was previously a director of
Nerman Broadbent
International. Before entering
executive search she was a
business reporter and

from 1994 to 1997, years in Brown Shipley journalist.
managing the UK Treasury
operations.
Abdul Bhanji Sir Hugh Collum Alan Smith Mark Ground

Non-Executive Director

Abdu! Bhanji is a chartered
accountant and a former
partner of
PricewaterhouseCoopers.

He is the Chairman of the
Aga Khan Foundation {UK)
National Committee, a
governor of the School of
Criental and African Studies, a
Marshall Commissioner and a
member of the CBI London
Region Council.

Non-Executive Director

Sir Hugh Collum has chaired
the Audit Committee and has
been a Non-Executive Director
since March 1997. He
stepped down as Chairman of
British Nuclear Fuels plc and
from the Board of Safeway ple
in 2004. He was formerly
Executive Vice President and
Chief Financial Officer of
Smithkline Beecham plc.

He will leave the Board at the
Annual General Meeting.

Non-Executlve Director

Alan Smith chairs both the
Remuneration Committee and
the Nominations Committee of
Whitehead Mann and is a
member of the Audit
Committee. He has been a
Non-Exegutive Director since
March 1997. He is Chairman
of Space NK Limited. He was
formeriy Chairman of
Mothercare Plc.

Company Secretary

Mark Ground is Head of
Finance and Company
Secretary of Whitehead Mann.
He is a chartered accountant,
and joined in July 2001
following four years as a
management consuitant with
Arthur Andersen.
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Financial statements

The Directors present their report, financial statements and
auditors’ report for the year ended 31 March 2005.

Principal activities, business review and future developments

The principal activities of the Group as a whole are Executive
Search, Executive Assessment, and Executive Development &
Coaching. We expect the activities of the Group to continue intc the
foreseeable future. The Company’s principal activity is to act as the
holding company for the Group’s trading subsidiaries which are
listed at note 12 to these accounts. The Company itseif does not
trade.

A full business review, including an indication of future
developments, is set out in the Chairman’s statement and Chief
Executive’s review.

Resuits and dividends

The results for the year are set out in the profit and loss account
on page 17.

After dividends totalling £425,000, the retained loss of
£20,418,000 is to be transferred to reserves. An interim dividend
of 1.5p per share {2004: 3.0p per share) was paid in January
2005. The Directors do not propose to pay a final dividend {(2004:
4.0p per share),

Post balance sheet events

Note 27 gives details of post balance sheet events including the
share Placing and Open Offer announced on 30 March 2005, new
incentive arrangements and new banking faciliites.

Substantial interests

The Directors have been notified of the following substantial
interests in the Company’s ordinary share capital as at 1 June
2005.

Number Percentage

of ordinary

shares %
Jupiter Asset Management 11,612,149 18.0
Deutsche Bank AG 6,428,140 10.6
Aviva 4,450,088 7.3
Aegon 3,815,439 8.3
Invesco 3,647,832 8.0
Baillie 2,334,023 3.8
Canada Life 2,274,999 3.7
Jeremy Hosking 2,129,333 3.5

Authority to aliot shares

The Directors’ authority to allot shares, and the authority to allot
shares for cash without reference to statutory pre-emption rights,
was renewed at the Extraordinary General Meeting held on 22 April
2005. An ordinary resolution and a special resolution to renew this
autharity until the close of the Annual General Meeting in 2006 will
be proposed at the Annual General Meeting to be held on & July
2005.

Donations

During the vear the Group made charitable donations of £17,800
{2004: £49,000} te the Tsunami appeal and to assist deserving
causes in local communities and the arts.

Supplier payment policy

The Group's policy is to pay suppliers at the end of the month
following that in which the inveice is processed. This policy is made
known to the staff who handle payments and to suppliers on
request. The Company had no trade creditors as at 31 March 2005
(2004 nil).

Directors and their interests

The Directors of the Company who held office during the year and
since the year end, are as follows:

Current Directors

Sir Colin Southgate, Non-Executive Chairman

Chris Merry, Chief Executive

Jonathan Baines, Director (appointed 14 October 2004)

Carol Leonard, Director (appointed 14 October 2004)

Mark Ground, Finance Director (appointed 8 June 2005)

Sir Hugh Collum, Non-Executive Director

Alan Smith, Non-Executive Director

Abdul Bhanji, Non-Executive Director (appointed 16 March 2C05)

Former Directors
Stephen Lawrence, Chief Executive (resigned 14 October 2004)
Clive Mann, Non-Executive Director (resigned 19 July 2004)

Jonathan Baines, Caroi Leonard and Abdul Bhanji having been
appeinted during the year, and Mark Ground having been appointed
since the year end, retire from office and, being eligible, offer
themselves for re-election at the Annual General Meeting.

The interests of the Directors in the share capital of the Company
at the beginning and end of the year (or on appointment or
resignation) were as set out below, together with holdings at the
date of listing on the Alternative Investment Market.

Directors’ shareholdings

Sp ordinary  5p ordinary  5Sp ordinary
shares as at shares as at shares as at
28 April 31 March 31 March

2005° 2005 2004
Current Directors
Sir Colin Southgate 300,001 138,462 38,462
Chris Merry 375,000 20,000 10,000
Jonathan Baines 375,00C 100,000 -
Carol Leonard 250,000 - -
Sir Hugh Colium 65,000 30,000 30,000
Alan Smith 135,000 30,000 20,000
Abdul Bhanji 250,000 - =
Former Directors
Stephen Lawrence - 50,000? 50,000
Clive Mann - =+ 1,328,900

i at date of appointment
2 alresignation
3 date of listing on the Alternative Investment Market
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Auditors

A resolution proposing that Deloitte & Touche LLP be reappointed
as auditors of the Company will be considered at the Annual
General Meeting.

Disabled employees

Applications for employment by disabled persons are always fully
considered, bearing in mind the aptitudes of the applicant
concerned. In the event of members of staff becoming disabled
every effort is made to ensure that their employment with the
Group continues and that appropriate training is arranged. It is the
policy of the Group that the training, career development and
promotion of disabled persons sheuld, as far as possible, be
identical to that of other empioyees.

Employee consultation

The Group places considerable value on the involvement of its
employees and keeps them informed on matters affecting them as
employees and on the various factors affecting the performance of
the Group. This is mainly achieved through formal and informal
meetings, the Group's intranet and short update emails. Employee
representatives are consulted regularly on a wide range of matters
affecting their current and future interests.

Environmental policy

By virtue of the nature of the Group’s activities, the Group
considers its Impact on an ongoing basis on the environment to be
minimal. Notwithstanding that, we regularly consider the likely
impact the Group might have on the environment and the Board
takes this into account in its decision making.

International Financial Reporting Standards

Following the Group's transfer to the Alternative investment Market,
the Group is not required to show its resuits under International
Financial Reporting Standards until pericds beginning after 1
January 2007. The Directors are currently assessing the effects of
the adoption of the standards on the Group's results.

Corporate governance report

Although not required to do so by the AIM Rules, in the current
year, the Directors have decided veluntarily to apply the Combined
Cede and to providé corporate governance disclosures comparable
with these required of a listed company.

The Company is committed to the principles of good corporate
governance contained in the Combined Code on Corporate
Gevernance published by the Financial Reperting Council in July
2003 (the ‘Cede’}, which replaced the previous code for the current
financial year ending 31 March 2005,

Statement of compliance with the Code’s provisions

The Company has complied throughout the year ended 31 March
2005 with the provisions of the Code, except that: Non-Executive
Directors, although subject to re-election at least once every 3
years, did not have fixed term contracts until © June 2004
(provision A.7.2); the Board has decided, due to the size of the
Group, not to appoint a Senior independent Non-Executive Director
(provision A.3.3); and the Board has yet to replace its informal
process for evaluating its own performance with a formal procedure
(provision A.6.1).

Board of Directors

Board meetings are held at least five times per year and more
frequently as circumstances dictate. The Board presently
comprises the Non-Executive Chairman, the Chief Executive, two
Executive Directors and three Non-Executive Directors.

There are written terms of reference which reserve to the Board key
matters, including decisions regarding acquisitions, capital
expenditure, appreval of budgets, financial results, Board
appointments and dividend recommendations. Policies and
procedures are in place to ensure the Board receives adequate
Information in a timely fashion.

Non-Executive Directors

The Non-Executive Directors have letters of appointment for fixed
terms. Details of their remuneration are set out in the
Remuneration Committee report.

The Group considers all of its Non-Executive Directors with the
exception of Sir Colin Southgate {from the date of his appointment
as Chairman) to be independent non-executives by reference to the
Code.

The terms and conditions of appeintment of Non-Executive
Directors are available for inspection at the Company's registered
office during normal business heours and at the Annual Generat
Meeting.

Executive Directors

The Executive Directors have service contracts, which are subject
to termination by either party upen the giving of not less than one
year's notice at any time. The remuneration of the Executive
Directors is subject to the recommendations of the Remuneration
Committee, as described in the Remuneration Committee report.
Details of Directors’ remuneration are set out in the Remuneration
Committee report and sharehclders will be invited to vote on that
report at the forthcoming Annual General Meeting.
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Notes Board Audit Remuneration

Meetings Committee  and Nominaticns

Committee

Number of meetings held 1 20 3 6

Sir Colin Southgate 19 2 6
Chris Merry 20
Jonathan Baines 12
Carol Leonard 11

Sir Hugh Collum 13 3 &

Alan Smith 17 3 5
Abdul Bhaniji 3 2
Clive Mann 4 -
Stephen Lawrence 5 7

Notes
1 Discleses attendance by Committee members only.

2 Jonathan Baines and Carol Leonarg were appointed to the Board on 14 October 2004. A possible total of 13 meetings could have

been attended.

3 Abdul Bhanji was appointed as a Non-Executive Director on 16 March 2005. A possible totai of 3 meetings could have been attended.
4 Clive Mann resigned as a Non-Executive Director on 19 July 2004, A possible total of 4 meetings could have been attended.
5 Stephen Lawrence resigned from the Board on 14 October 2004. A possible total of 7 meetings could have been attended.

Audit Committee

The Audit Committee is chaired by Sir Hugh Collum and included
Sir Colin Southgate and Alan Smith. Sir Hugh Coflum will step down
as Chairman of the Audit Committee on 8 July 2005. Abdul Bhaniji
was appeinted to the Committee on 1 June 2005, It is intended
that Abdul Bhanji will be appointed Chairman of the Committee on
8 July 2005. The Committee has written terms of reference which
deal clearly with its membership, duties, reporting responsibilities
and authorities. These terms of reference are available on the
Group's website. The Committee meets at least three times a year,
with the auditors in attendance at mest meetings. It is usual that
the Finance Director and the Chief Executive attend meetings by
invitation but that at ieast once a year the Committee meets the
auditors privately.

The Cemmittee monitors the integrity of the Group's financial
statements, including its annual and interim reports and
preliminary announcements, by reviewing them before they are
issued and discussing them with the Executive Directors, with a
particular focus on any significant financial reporting issues or
judgements which they contain. The Beard has delegated
responsibility for the review of internal controls to the Audit
Committee. The Chief Executive and the Finarnce Director are
responsible for outlining the system in cperation, how that system
of internal contrels is monitored and reviewed, and how changes to
the system of internal cantrol are proposed and introduced.

The Committee oversees the relationship with the external auditors
and assesses annually their independence and objectivity. The
Group's policy on the provision of non-audit services by the
auditors is that the auditors may provide other services where they
are best qualified, where it is most efficient to do so, and where
provision of the service does not impact auditor independence. The
Audit Committee has considered the need to have an internal audit
department in the current year and currently does not believe the
size of the Group merits it.

Nominations Committee

Alan Smith has been Chairman of the Committee, and Sir Hugh
Colium a member of the Committee, throughout the year, The
Committee has written terms of reference which deal cleariy with
its membership, duties, reporting responsibilities and authorities.
These terms cf reference are available on the Group’s website.

During the year, the Committee was responsible for recommending
to the Board candidates to fill a new Non-Executive Director
position. Due to the nature of our business, the search process
was carried out internally led by the Chairman. Prior tc the
confirmation of his appointment, the successful candidate Abdul
Bhanji met all of the Non-Executive and Executive Directors.

Remuneration Committee

Alan Smith has been Chairman of the Committee throughout the
year. Sir Hugh Collum became a member of the Committee on 21
April 2004, The Cormmittee has written terms of reference which
deal clearly with its membership, duties, reporting responsibilities
and authorities, These terms of reference are available on the
Group's website. The Remuneration Committee report is set out on
page 13.
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Notes Board Audit Remuneration
Meetings Committee  and Nominations
Committee
Number of meetings held 1 20 3 6
Sir Colin Scuthgate 19 2 6
Chris Merry 20
Jonathan Baines 12
Carol Lecnard 11
Sir Hugh Collum 13 3
Alan Smith 17 3
Abdul Bhanji 3 2
Clive Mann 4 -
Stephen Lawrence 5 7

Notes
1 Discloses attendance by Committee members only.

2 Jonathan Baines and Carol Leonard were appointed to the Board on 14 Cctober 2004. A possible total of 13 meetings cculd have

been attended.

3 Abdul Bhanji was appointed as a Non-Executive Directer on 16 March 2005. A possible total of 3 meetings could have been attended.
4 Ciive Mann resigried as a Non-Executive Qirector on 19 July 2004. A possibie total of 4 meetings could have been attended.
5 Stephen Lawrence resigned from the Board cn 14 October 2004. A pessible total of 7 meetings could have been attended.

Audit Committee

The Audit Committee is chaired by Sir Hugh Collum and included
Sir Colin Southgate and Afan Smith. Sir Hugh Colfum will step down
as Chairman of the Audit Committee on 8 July 2005. Abdu! Bhanji
was appointed to the Committee on 1 June 2005, It is intended
that Abdul Bhanji will be appointed Chairman of the Committee on
g July 2005, The Committee has written terms of reference which
deal clearly with its membership, duties, reporting responsibilities
and authorities. These terms of reference are available on the
Group’s website. The Committee meets at least three times a year,
with the auditors in attendance at most meetings. It is usual that
the Finance Director and the Chief Executive attend meetings by
invitation but that at least once a year the Committee meets the
auditors privately.

The Committee monitors the integrity of the Group's financial
statements, including its annual and interim reports and
preliminary announcements, by reviewing them before they are
issued and discussing them with the Executive Directors, with a
particular focus on any significant financial reporting issues or
judgements which they contain. The Board has delegated
responsibility for the review of internal contrels to the Audit
Committee. The Chief Executive and the Finance Director are
responsible for outlining the system in operaticen, how that system
of internal controls is monitored and reviewed, and how changes to
the system of internal control are propesed and introduced,

The Committee oversees the relationship with the external auditors
and assesses annually their independence and objectivity, The
Group's policy on the provision of ncnraudit services by the
auditers is that the auditors may provide other services where they
are best qualified, where it is most efficient to do so, and where
provision of the service does not impact auditor independence. The
Audit Committee has considered the need to have an internal audit
department in the current year and currently does not believe the
size of the Group merits it.

Neminaticns Committee

Alan Smith has been Chairman of the Committee, and Sir Hugh
Coilum a member of the Committee, throughout the year. The
Committee has written terms of reference which deal clearly with
its membership, duties, reporting responsibilities and autherities.
These terms of reference are available on the Group's website.

During the year, the Committee was responsible for recommending
te the Board candidates to fill 4 new Nen-Executive Director
pasition. Due to the nature of our business, the search process
was carried out internally led by the Chairman. Prior to the
confirmation of his appointment, the successful candidate Abdul
Bhanji met ali of the Non-Executive and Executive Directors.

Remuneration Committee

Alan Smith has been Chairman of the Committee throughout the
year. Sir Hugh Colium became a member of the Committee on 21
Aprii 2004. The Commitiee has written terms of reference which
deal clearly with its membership, duties, reporting responsibilities
and authorities. These terms of reference are available on the
Group's website. The Remuneration Committee report is set out on
page 13.
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Internal controls

The Group has applied the guidance issued by the Turnbuil
Committee in undertaking reviews of internal controls. Thus when
the Directors explain how they have maintained sound systems of
internal controls and reviewed their effectiveness, they are covering
the whole range of risks that are critical to the success of the
business and not just those risks relating to financfal reporting,
compliance matters and the safeguarding of assets.

The Board has overall responsibility for establishing and
maintaining the Group's system of internal contrels and has
delegated responsibility for the review of internal controls 1o the
Audit Committee. Any system of internal controls can, however, only
provide reasonable and not absolute assurance against material
misstatement and loss.

The Group is crganised into two divisions: Financial Services and
General (ndustries. The head of each division has full profit and
loss responsibility for that division. Each division head is a member
of the Management Team, chaired by the Chief Executive, which
regularly reviews the financial performance of the business. Each
divisicn Js organised into industry teams and offices, each of which
has a partrer responsible for managing the team and/or office.
Key decisions such as committing expenditure or hiring new staff
are subject to written approval procedures and levels of authority.

The divisions are supported centrally with respect to finance and
administration, human resources, and IT and systems.

On acquisition, Leonard Hull was fully integrated into this system of
operation.

QOther key elements of internal control are:

» Financial reporting to the Board, based on an annual budget,
with monthly reporting of actua! results and monitoring of key
performance indicators.

* The employment of experienced and suitably qualified staff,

* Appraisal procedures to monitor standards of perfermance,
identify training needs and manitor the development of all staff.

The Directors have reviewed the effectiveness of the system of
internal controls for the year ended 31 March 2005.

Derivatives and other financial instruments

The Group’s financial instruments comprise borrowings, cash and
items such as trade debtors and creditors that arise as a result of
normal operations. The Group does not enter inte complex
derivative transactions and does not trade in financial instruments.

The Board reviews and agrees policies for managing its financial
instruments periodically. it does not consider the Group's exposure
te risk arising from financial instruments to be significant.

The Group's policy is to maximise interest income by placing
excess funds on the money market and to fix interest rates on
borrowings through interest rate swaps. The Group's liquidity risk is
not considered to be significant. The Group does not have
significant transactions which are not undertaken in local currency.
The Group is exposed to foreign currency movements in the
acceunting for overseas operations but does net consider it
necessary to hedge against this exposure.

Dialogue with shareholders

There is regular dialogue with institutional shareholders, including
presentations after the announcement of the interim and annual
results. This dialogue is principally undertaken by the Chief
Executive and the Finance Director who regularly report back to the
Board the views of shareholders, the brokers and other key
advisers and interested parties. In addition, where appropriate and
required, for example at the time of the Board changes in October
2004, the Chairman takes a more active role in the dialogue with
shareholders. The Board, as a body, uses the Annual General
Meeting as an opportunity to communicate with private and
institutional investors and welcomes their participation.

It is our policy that the Chairmen of the Audit and Remuneration
Committees are available at the Annual General Meeting to answer
questions and the Chairman of the Group is available at other
times at the specific request of the shareholders.

This report was approved by the Board on 8 June 2005.

Chris Merry
Chief Executive
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Remuneration Committee report

Year ended 31 March 2005

Intreduction

This report has been prepared in accordance with the Directors’
Remuneration Report Regulations 2002. The report also meets the
relevant requirements of the Listing Rules of the Financial Services
Authority and describes how the Board has applied the principles of
Good Governance relating to Directors’ remuneration. As required
by the Regulations, a resolution to approve the report will be
proposed at the Annual General Meeting of the Company at which
the financial statements will be approved.

The Reguiations require the auditors to report to the Company’s
members on the ‘auditable part’ of the Directors' remuneration
report and to state whether in their opinion that part of the report
has been properly prepared in accordance with the Companies Act
1985 (as amended by the Regulations).

Unaudited information
Committee composition, advisers and meetings

The Remuneration Cormmittee comprises twe independent Non-
Executive Directors ~ Alan Smith (Chairman) and Sir Hugh Collum.
Sir Hugh Collum wili step dewn as a member of the Commitiee on
8th July 2005, and his place will be taken by Abdul Bhanji.

The Chairman, Chief Executive and Finance Director usually attend
Remuneration Committee meetings, but have not been present
when the Committee has been discussing their individual
remuneration.

The Committee has received advice from external advisers on
compensation matters and on comparator companies.

Policy on Executive Directors’ rermuneration

It is the Board’s policy to set levels of remuneration with the aim
of attracting, retaining and motivating executives by ensuring their
averall packages are comparable with similarly experienced
axecutives of similar companies, public and private, and also to
reflect the recent history and development of the Group, its
corporate strategy, the performance and experience of the
individual and the performance of the Group as a whole.

The Board has reviewed the compensation levels of executives and
has received appropriate advice from external advisers.

Components of the remuneration package

The remuneration packages provided to the Group’s Executive
Directors and other senior executives comprise base salary,
pension contribution, annual performance refated bonus and longer
term incentives in the form of share options and share grants.

Non-Executive Directors' remuneration and terms of appointment

Each of the Non-Executive Directors serves under a letter of
appointment. Appointment is for a three year term with a notice
period of cne month.

Non-Executive Directors other than the Chairman are paid £30,000
per annum with an additional £5,000 paid per annum to the
Chairman of each of the Board's standing committees — the
Remuneration Committee and the Audit Committee.

The Chairman’s remuneraticn was set on his appointment as
Chairman in September 2003 to reflect the significant amount of
time he is expected to spend on Group business compared to the
other Non-Executive Directors.

Service contracts of Executive Directors

The Board considers that it is in the interests of both the individual
executive and the Group that executives work with a reascnable
degree of security of employment. Accordingly all Executive
Directors, and other senior employees of the Group, have service
agreements that require the giving of one year's notice by either
party. Each contract contains noncompetition and nen-solicitation
clauses which are binding for up to 12 months after departure and
contains a provision allowing the contract to be terminated
immediately at the Group’s behest, on payment of a sum equal to
125% of annual base saiary.

Base salary and benefits

An Executive Director's base salary is determined by the
Committee prior to the beginning of each year and when an
individual changes position or responsibility. in deciding appropriate
levels, the Committee considers the performance of the Group as a
whole and objective research on competiter companies. From 1
April 20058, as set out in the Prospectus, Executive Directors”
salaries were reset at £200,000 per annum as part of the overall
new incentive arrangements.

In addition to base salary, the Executive Directors receive benefits-
in-kind, principally medical cover and life assurance. UK Executive
Directors are entitled to a pension contribution equal to 10% of
base salary, payable into a perscnal pension scheme, Stephen
Lawrence received a cash aflowance, included as part of his salary,
in lieu of benefits and pension.

Date of contract  Notice period

Executive Directors

Chris Merry 4 November 2003 12 months
Jonathan Baines 8 November 2001 12 maonths
Carol Leonard 6 April 2004 12 menths
Non-Executive Directors

Sir Colin Southgate 9 June 2004 1 month
Sir Hugh Collum 9 June 2004 1 monith
Alan Smith S June 2004 1 month
Abdul Bhaniji 16 March 2005 1 month
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Annual performance related bonus

Executive Directors are eligible for an annual perfermance related
bonus scheme of 50% of base salary for achieving agreed
performance targets with the potential for further bonuses for out
performance of these targets. In normal circumstances the bonus
fer these individuals will not exceed 100% of base salary, although

Share incentives

At the time of the Placing and Cpen Offer, the Group adopted a
number of New Incentive Arrangements. The intenticn of the
arrangements is to reward performance, to align the interests of
employees more closely with the interests of shareholders, to
assist in retention and motivation, and to promote wider share

ownership. The Group has several share option schemes ang an
Employee Benefit Trust which allows the Group to make awards to
employees and executives on a regular basis. The share option
schemes and the restricted share schemes have vesting criteria
such as continued employment, share price targets and earnings
per share targets. Awards typically vest over a period of three

for exceptional out performance, a bonus of up te a further 50% of
base salary wiil be available.

years.
Audited information
Directors’ remuneration
Salary/fees Benefits Bonus Money 2005 2004
in kind purchase Total Total
pension
contributions
£ 000 £ 000 £ 000 £ 000 £ 000 £ 00C
Executive Directors
Chris Merry 198 2 - 20 220 64
Jonathan Baines 109 1 - 11 121 -
Carol Leonard 91 2 - 9 102 -
Non-Executive Directors
Sir Colin Southgate 75 - - - 75 55
Sir Hugh Cellum 35 - - - 35 35
Alan Smith 35 - - - 35 33
Abdul Bhanji 3 - - - 3 -
Total 546 5 - 40 591 187

Stephen Lawrence stepped down from the post of Chief Executive and was paid salary and benefits of £186,000 until 14 Gctober 2004
(2004: £455,000). An amount cf up to £342,000 may become payable as a result of the termination cf his employment. At 31 March 2005,
£171,000 of this had been paid. Clive Mann was paid £8,000 in the year {2004: £30,000),

Directors’ share options

Notes No. of options Awarded Exercised Expired Cancelied No. of cptions
at the start of during during the during the during the  at the end of
the period the period period period period the peried
{note 3)
Chris Merry 1 125,450 - - - (125,450} -
2 - 352,941 - - (352,941) -
125,450 352,941 - - (478,391) -
Notes

1 Cancelled on 31 March 2005,

2 Granted on promotion to Managing Girector. Exercise price 127 .5p. Cancelled ¢n 31 March 2005.

3 On 31 March 2005 Chris Merry, Jonathan Baines and Carol Legnard were each granted 250,000 share options under the Enterprise
Management Incentive Scheme at an exercise price ¢f 40p. The options were subject to a resolution being carried at the Extraordinary
General Meeting on 22 April 2005, The resolution was passed. The options are exercisable between 31 March 2008 and 31 December
2008.

Stephen Lawrence, former Chlef Executive, had 716,129 options outstanding at 1 Aprii 2004, 525,654 were cancelled during the year, with
190,475 remaining at 31 March 2005. The remaining options are exercisable at 105p between November 2005 and November 2009,
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Unaudited information

Share price

The share price at 31 March 2005 was 42.5p with a high of 315p and a low of 42.5p during the year.

Total shareholder return comparative graph
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This report was approved by the Beard on 8 June 2005.

COn behalf of the Board of Directors,

]

1
i
?:..J« Lt A LAl

Alan Smith
Chairman, Remuneration Committee

Directors' responsibilities
Financial statements, including adoption of going concern basis

United Kingdom company law requires the Directors te prepare
financial statements for each financial year which give a true and
fair view of the state of affairs of the Company and of the Group as
at the end of the financial year, and of the profit or loss of the
Group for that pericd.

After making enquiries, the Directors have a reasonable expectation
that the Company and the Group have adequate resources to
continue in operational existence for the foreseeable future. For
this reason, they continue to adopt the going concern basis in
preparing the financial statements.

In preparing the financial statements, the Directors are required to:
select suitable accounting policies and then apply them
consistently; make judgements and estimates that are reasonable
and prudent; and state whether applicable accounting standards
have been followed.

Other matters

The Directors are responsible for keeping proper accounting
recerds which disclose with reasonable accuracy at any fime the
financial pesition of the Cempany and the Group and enable them
to ensure that the financial statements comply with the Companies
Act 1985. They are also responsible for safeguarding the assets of
the Company and the Group, and hence for taking reascnable steps
for the prevention and detection of fraud and other irregularities.
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Independent auditors’ report to the members of
Whitehead Mann Group Plc

We have audited the financlal statements of Whitehead Mann
Group Plec for the year ended 31 March 2005 which comprise the
profit and loss account, the statement of total recognised gains
and losses, the balance sheets, the cash flow statement, and the
related notes 1 to 30. These financial statements have been
prepared under the accounting pelicies set out therein. We have
also audited the information in the part of the Directors’
remuneration report that is described as having been audited.

This report is made solely to the Company’s members, as a body,
in accordance with section 235 of the Companies Act 1985. Qur
audit work has been undertaken so that we might state to the
Company's members those matters we are required to state fto
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 anycne cther than the Company and the Company’s members as
a body, for cur audit work, for this report, or for the opinions we
have formed.

Respective responsibilities of Directors and auditors

As described in the statement of Directors’ responsibilities, the
Company's Directors are responsible for the preparation of the
financial statements in accordance with applicable United Kingdom
law and accounting standards. They are also responsible for the
preparation of the other infermation contained in the annual report
including the Directors’ remuneration report. Cur respensibility is to
audit the financial statements and the part of the Directors’
remuneration report described as having been audited in
accordance with relevant United Kingdom legal and regulatory
requirements and auditing standards,

The Directors have voluntarily chosen to make a corperate
governance statement and are therefore responsible for ensuring
that the Company complies with Listing Rules 12.34A ‘Corporate
Governance and Directors” Remuneration’ and 12.34{V} ‘Going
Concern' as if the Company were admitted to the Official List.

We report to you our opinion as to whether the financial statements
give a true and fair view and whether the financial statements and
the part of the Directors' remuneration report described as having
been audited have been properly prepared in accordance with the
Companies Act 1986, We alsec report to you if, in our opinion, the
Directors’ report is not consistent with the financial statements, if
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 informaticn specified by law regarding Directors’
remuneration and transactions with the Cempany and other
members of the Group is not disclosed.

We review whether the corporate governance statement reflects the
Company's compliance with the nine provisions of the July 2003
FRC Combined Code specified for our review by the Listing Rules of
the Financial Services Autharity as if the Company were admitted to
the Official List and we report if it does not. We are not required to
consider whether the Board's statement of internal control covers
all risks and controls, or form an opinion on the effectiveness of
the Group's corporate governance procedures or its risk and control
procedures.

We read the Directors’ report and the other information contained
in the annual report for the above year as described in the contents
section including the unaudited part of the Directors’ remuneration
report and consider the implications for our report if we become
aware of any apparent misstatements or material inconsistencies
with the financial statements.

Basls of audlt opinlon

We conducted our audit in accordance with United Kingdom auditing
standards 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 and the part of the
Directors’ remuneration report described as having been audited.

It alse 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 ¢ircumstances of the Company and the Group,
consistently applied and adequately disciosed.

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 and the part of the
Directors’ remuneration report described as having been audited
are free from material misstatement, whether caused by fraud or
other irregularity or error. In forming our opinion, we also evaluated
the overall adequacy of the presentation of information in the
financial statements and the part of the Directors’ remuneration
report described as having been audited.

Opinion

In our opinion the financial statements give a true and fair view of
the state of affairs of the Company and the Group as at 31 March
2005 and of the loss of the Group for the year then ended and the
financial statements and part of the Directors’ remuneration report
described as having been audited have been properly prepared in
atcordance with thanies Act 1985,

' évi ‘Zi < /2 G‘Ln.c,/(‘{ LW
Deloitte & Touche LLP
Chartered Accountants and Registered Auditors
London
8 June 2005
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Consolidated profit and loss account for the year ended 31 March 2005

2005 2005 2005 2004
Before Exceptional Total Total
exceptional items (note 8)
items
Notes £000 £000 £000 £000
Turnovetr

Continuing cperations 3 47,158 - 47,158 54,9562
Discontinued operations 3,976 - 3,976 5,278
2 51,134 - 51,134 61,230
Staff costs 4 (28,385) {1.812) (30,197) (31,195)
Operating charges (19,975} {2,976} (22,951} {22,383;
Depreciation 11 (893) (623) (1,516} (1,400)
Goocwill charges 10 (1,779) (3,716) (5,495} {1,435}
Operating (loss)/profit 3,6 102 (9,127) (9,025) 4,817
Continuing operations 1,958 (9,127) (7,169) 6,076
Discontinued cperations (1,858) - (1,856) {1,259)
Less on termination of operations - (9,801} {2,801) -
Met interest payable 7 (821) - (821) {988}
(Less)/profit on ordinary activities before taxation (719 (18,928) {19,647) 3,829
Tax {charge)/credit on (loss)/profit on ¢crdinary activities 9 (4,358) 1,012 (346} (1,833)

{Loss)/profit on ordinary activities after taxation
and (foss)/profit for the year (2,077} (17,918 (19,993) 1,996
Dividends paid and propesed 20 (425) (1,923)
Retained (loss}/profit for the year 21 (20,418) 73
Basic (loss)/earnings per share 22 {71.96p} 7.57p
(Loss)/earnings per share before goodwill amortisation and exceptional items 22 {1.07p} 24.12p
Diluted {loss)/earnings per share 22 {71.96p) 7.23p
2005 2004
Statement of total recognised gains and losses £000 £000
(Loss)/profit for the financial year {19,993) 1,988
Currency translation differences cn foreign currency investments 21 133 (353
{19,860) 1,643
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Consolidated and Company balance sheets as at 31 March 2005

Consolidated Consolidated Company Company
2005 2004 2005 2004
Restated Restated
Notes £000 £000 £000 £000
Fixed assets
Intangible assets 10 15,842 24,042 - -
Tangible assets 11 1,942 4,639 - -
Investments 12 - - 16,901 24,384
17,884 28,681 16,901 24,384
Current assets
Debtors 13 11,204 15,544 994 994
Cash at bank and in hand 762 2,615 - -
11,966 18,159 994 294
Creditors: amounts falling due within one year 14 {18,672) (19,400) (98Q) (2,315)
Net current (liabilities}/assets (6,706} (1,241) 14 {1,321)
Total assets iess current liabilities 11,178 27,440 16,915 23,063
Creditors: amounts falling due after more than one year 15 (6,309) (4,267) {9,473) {4,208}
Provisions for liakilities and charges 16 (5,423) (2,728} (2,489) {250}
Net (liabilities) /assets 26 (554) 19,445 4,953 18,605
Capital and reserves
Called up share capital 19,21 1,401 1,400 1,401 1,400
Shares to be {ssued 21 - 184 - 184
Share premium account 21 7.860 7,822 7,860 7,822
Employee Benefit Trust reserve 21 (429) (821) (429) {821}
Merger reserve 21 3,488 7,054 - -
Profit and loss account 21 (12,874) 3,806 {3,879} 10,020
Equity shareholders’ (deficit)/funds (554) 19,445 4,953 18,605

The financial statements were approved by the Board on 8 June 2005 and signed on its behalf by

~

ir Colin Southgate Chris Merry
Chairman Chief Executive
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Cansolidated cash flow statement for the year ended 31 March 2005

2005 2005 2004 2004

Notes £000 £000 £000 £000
Net cash inflow from operating activities 24 2,844 7,723
Returns on investments and servicing of finance
Interest received 10 7
Interest paid (599) (891)
Net ¢cash outflow from returns on
investments and servicing of finance (589) (884)
Taxation (2,119} (3,685}
Capital expenditure
Purchase of tangible fixed assets (277) {147)
Sale of tangible fixed assets 3 116
Net cash outflow from capital expenditure (274) (31)
Acquisitions and disposals
Purchase of subsidiary undertakings (2,815) (1,297)
Cash acquired with subsidiary undertakings 104 -
Sale of 49.9% share of subsidiary 102 _
Closure of US business (1821 -
Cash disposed with US business (63) -
Net cash outflow from acquisitions and disposals {2,864) {1,297}
Equity dividends paid {1,528} {1,481)
Cash {outflow}/inflow before financing (4,530) 365
Financing
Issue of ardinary share capital 39 3,910
Expenses on the issue of shares - (98)
New bank foan 3,050 -
Repayment of bank loan (900) {1,763}
(Decrease)/increase in cash in the period 25 (2,341) 2,414
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Notes to the financial statements for the year ended
31 March 2005

1 Accounting policies

The principal accounting policies are summarised below. They have
all been applied consistently throughout the year and the preceding
year, except as noted below.

In the current year the Group has adopted the treatment required
by UITF38 and reclassified the shares owned by the Employee
Benefit Trust to reserves. The balance sheet for the comparative
period has been restated. The effect on the profit and loss account
is immaterial and therefore the comparative prefit and loss account
has not been restated.

a Accounting convention

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

b Basis of consolidation

These financial statements consolidate the financial statements of
the Company and all of its subsidiary undertakings for the year
ended 31 March 2005.

Entities acquired or sold have been consolidated using the
acquisition methed of accounting from or to the date on which
control passed.

As permitted by Section 230 of the Companies Act 1985, a
separate profit and loss account has not been presented for the
Company. The loss of £13,513,000 (2004: £1,306,000) from the
total consolidated less for the financial year attributable to
shareholders of Whitehead Mann Group Ple, has been dealt with in
the financiat statements of the Company.

¢ Turnover

Turnover represents the invoiced amount of services provided in
the year net of value added tax. Income derived from Executive
Coaching assignments is deferred and released to turnover in
instalments cver the life of the project as the service is provided.
All other income is recognised when invoiced during the course of
an assignment.

d Téngible fixed assets and depreciation

Fixed assets are stated at cost, net of accumulated depreciation
and any provision for impairment. Depreciation is provided at rates
calculated to write off the cost of each asset on a straight line
basis over its expected useful life at the following rates:

Leasehold properties and improverments — over the lease term

Fixtures and fittings - 15-25% p.a.
Motor vehicles - 20% p.a.
Qffice equipment - 25%p.a.

The Group’s policy is 1o write down o nil the carrying vaiue of
leasehold improvements in respect of properties that it considers
surpius to requirements when the decision to dispose of the
property has been taken.

e Pension costs

The Group makes contributions te varicus defined contribution
pension schemes on behalf of employees. Pension costs are
charged to the profit and loss account as incurred. Differences
between centributions payable in the year and the contributions
actually paid are shown as either accruals or prepayments in the
balance sheet.

f Operating lease costs

Rentals under operating leases are charged on a straight line basis
over the lease terms, even if the payments are not made on such &
basis. Benefits received or receivable as an incentive to sign an
operating lease are similarly spread on a straight line basis over
the lease term, except where the period to the review date on
which the lease cost is first expected to be adjusted to the
prevailing market rate is sherter than the full lease term, in which
case the shorter period is used. The Group provides for the known
future cost, being the shortfall between rental outgoings and rental
income, in respect of sublet properties when the liakility
crystallises and in respect of vacant properties, an estimate of the
likely future cost, based on current market estimates.

E Taxation

Current tax, including UK corporation tax and foreign tax, is
provided at amounts expected to be paid or recovered, using the
tax rates and laws that have been enacted or substantially enacted
by the balance sheet date. The taxation liabilities of certain Group
companies are reduced wholly or in part by the surrender of losses
by fellow Group companies. Payment for tax losses is settled
through intercompany accounts.

Deferred tax is recognised in respect of all timing differences that
have originated, but not reversed, at the balance sheet date.
Deferred tax arises where transactions or events that result in an
obligation tc pay more tax in the future, or a right to pay less tax in
the future, have cccurred at the balance sheet date. Timing
differences are differences between the Group’s taxable prefits
and its results as stated in the financial statements that arise from
gains and losses in tax assessments in periods different from
those in which they are recognised in the financial statements.

A net deferred tax asset is regarded as recoverable, and therefore
recognised, only when it can be regarded as more likely than not
that there wil! be suitable taxable profits from which the future
reversal of the underlying timing differences can be deducted.

Deferred tax is not recognised when fixed assets are soid and it is
more likely than net that the taxakle gain will be rolled over, being
charged to tax cnly if and when the replacement assets are sold.

Deferred tax is measured at the average rates of tax that are
expected to apply in the periods in which the timing differences are
expected to reverse, based on tax rates and laws that have been
enacted or substantively enacted by the balance sheet date.
Deferred tax is measured on a non-discounted basis.
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Notes to the financial statements contlhued

h Foreign currency translation

Transactions in foreign currencies are recerded at the rate ruling at
the date of the transaction. Mcnetary assets and liabilities
denominated in foreign currencies are retranslated at the rate of
exchange ruling at the balance sheet date. The results of overseas
operations are translated at the average rates of exchange during
the period and their balance sheets at the rates ruling at the
balance sheet date. Exchange differences arising from translation
of the opening net assets and the results of cverseas operations
and on foreign currency borrowings, to the extent that they hedge
the Group's investment in such operations, are reported in the
statement of total recognised gains and losses. All ether exchange
differences are included in the profit and loss account.

i Employee Benefit Trust

The results and net assets of the Employee Benefit Trust have
been included in the accounts. Shares owned by the Employee
Benefit Trust are included in reserves at cost less provisions for
impairment in value. The intrinsic cost of grants made by the
Employee Benefit Trust are charged te the profit and loss account
over the period from the date of grant until the shares vest.

j Goodwill

Goodwill arising on the acquisition of subsidiary undertakings and
businesses, representing any excess of the fair value cf the
consideration given over the fair value of identifiable assets and
liabilities acquired, is capitalised and written off on a straight line
hasis over its useful economic life, which is between five and
twenty years. Provision is made for any impairment.

k Investments

Except as stated below, fixed asset investments are shown at cost
less provision for impairment. The Company has taken advantage
of 5.133 Companies Act 1985 in accounting for shares issued on
acquisition. Cost is measured by reference to the nominal value of
the shares issued. Any premium is ignored. On consalidation the
premium on shares issued is recognised as part of the fair value of
the consideration given and has been credited to the merger
reserve,

| Interest rate swaps

Interest rate swaps are used to manage debt interest rate
exposures. Amounts payable or receivable in respect of interest
rate swap agreements are recognised as adjustments to interest
expense over the period of the agreement.

m Provislons for vacant and surplus property

Rent due on surplus properties which are uncccupied is provided
untii the lease terminates. Where a sublet has been agreed, a
provisicn is made for the length of the remaining lease of any
shortfall between rent received and rent paid.

Appropriate discount rates are used where applicable to reduce the
balance sheet amount to the net present value of the liability. The
unwinding discount is shown in interest charges, in the profit and
loss account.
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2 Turnover

Analysis of turnover by origin

Centinuing  Discontinued 2005 Continuing  Discontinued 2004

£000 £000 £000 £000 £000 £000

United Kingdom 42,050 1,694 43,744 49,755 6 49,761
North America - 2,282 2,282 - 6,272 6,272
Rest of World 5,108 _ 5,108 5,197 - 5,197
Total 47,158 3,976 51,134 54,952 6,278 81,230

An analysis of turnover by destination is nct materially different from the analysis of turnove

separately.

Analysis of turnover by type

1 by origin and so has net been presented

Continuing  Discontinued 2005 Continuing  Discontinued 2004

£0C0 £000 £000 £000 £000 £000

Executive Search 36,434 1,411 37,845 45,207 4,818 50,025
Executive Assessment 3,263 - 3,263 3,428 - 3,428
Executive Development & Coaching 7,461 871 8,332 6,317 1,454 7771
Interim Management - 1,694 1,694 - 6 6
Total 47,158 3,976 51,134 54,952 6,278 61,230

The Directors have decided not to disclose profit before tax and net assets, by origin or by type, as they consider the disclosure of this
information to be prejudicial to the interests of the Group.

3 Continuing and discontinued cperations

Continuing Discontinued 2005
Before Exceptional Before Exceptional Total
exceptional items exceptional items

items itemns
£000 £000 £000 £000 £000
Staff costs 26,193 1,812 2,192 - 30,197
Operating charges 16,680 2,978 3,295 - 22,951
Depreciation 744 623 149 - 1,516
Goodwill charges 1,583 3,716 196 - 5,495
Loss on termination of operations - - - 9,801 9,801
45,200 9,127 5,832 9,801 69,960
Continuing Discontinued 2004
Before Exceptional Before Exceptional Total

excepticnal itemns exceptional iterns

items iterns
£000 £000 £000 £000 £000
Staff costs 25,979 1,797 3,369 [le] 31,195
Operating charges 17,700 1,239 2,678 766 22,383
Depreciation 1,039 - 361 - 1,400
Goodwill charges 1,122 - 313 - 1,435
45,840 3,036 6,721 816 56,413

An analysis of turnover and operating profit spiit between continuing activities and acquisitions has not been given as the acquired and
existing entities were merged on completion of the acquisition and are therefore no longer separately identifiable.
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4 Employees

Number of employees 2005 2004
Number Number

The average menthly number of employees, including Executive Directors, split by function

during the year was:

Client facing staff 240 236

Support staff 59 61

Total 299 297

At 31 March 2005 the Group employed 239 client facing staff (2004: 233) and 54 support staff (2004: 62},

Employment costs £000 £000

Wages and salaries 24,836 25,388

Social éecurity costs 2,397 2,681

Other pension costs 1,152 1,279

Sub total 28,385 29,348

Redundancy and related people costs {note 8) 1,812 1,847

Total 30,197 31,195

At the year end the Group had accrued pensicn contributions of £79,000 (2004: £83,000). Information regarding Directors is provided in the
Remuneration Commitiee report.

5 Share options

Details of Directors’ share options are given in the Remuneration Committee report. The table set out below details all cutstanding options.

The closing share price on 31 March 2005 was 42.5p with a high of 315p and a low of 42.5p during the year.

Date of grant Exercise Date of Last Exercised Number of Number of Number of
price first date of during the options options options

exercise exercise year awarded cancelled cutstanding

during the during the as at

year year 31 March

2005

1997 136p  March 2000 March 2007 - - - 35,000
2000 298p - 360p June 2003 Nov 2010 - - - 176,475
2001 423p - 458p Jan 2004 March 2011 - - 33,000 196,250
2002 105p - 392p June 2005 Nov 2012 - - 10,000 274,475
2003 122p - 290p Jan 2006 Jan 2013 25,000 - 1,048,654 934,864
2004 127.5p - 345p Jan 2007  October 2014 - 1,152,841 787,941 365,000
2005 86.5p Jan 2008 Jan 2012 - 50,000 40,000 10,000
Total 25,000 1,202,941 1,219,595 1,992,064

On 31 March 2005 options were granted to key employees under the Enterprise Management Investment Scheme at an exercise price of
40p. The total number of options granted was 7,000,000. The options were subject to a resolution being carried at the Extraordinary General
Meeting on 22 April 2005, The resolution was passed. The options are exercisable between 31 March 2008 and 31 December 2008.
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6 Operating (loss)/profit

Operating (loss)/profit is stated after charging:

2005 2004

£000 £000
Auditors’ remuneration for - audit services 70 78
Auditors' remuneration for — cther services 364 113
Property lease rentals 4,558 4,873
Loss on disposal of tangible fixed assets — ordinary items 71 3
Impairment of tangible fixed assets — exceptional items 2,001 -
Net foreign exchange iosses 38 314

Auditors’ remuneration for other services included £285,000 for professional services relating to the restructuring and strategic review and
£79,000 {2004 £113,000) primarily for tax services. The auditcrs' remuneration for the Company is paid by a Group subsidiary.

7 Interest

2005 2004

£000 £000
Interest receivable 10 7
Interest payable and similar charges {745) (995)
Unwinding of discount ¢n provisions (86) -
Total (821) (988}
8 Exceptional items

2005 2004

£000 £000
Loss on termination of operations 9,801 -
Impairment in carrying value of goodwill 3,716 -
Provisions for vacant UK property and related asset write down 3,014 2,005
Redundancy and related people costs 1,812 1,847
Other costs 887 -
Profit on sale of 49.9% interest in Whitehead Mann SAS (112} -
Total exceptional items 18,928 3,852

Loss on termination of operations mainly relates to the closure of the US operaticns and also includes the closure costs of Interim
Management. On 31 March 2005 the Board of Whitehead Mann Inc. applied to the court in New York for protection under Chapter 11 of the
US Bankruptcy Code as the first stage in the liquidation of that business. Taken together with the exceptional item charge of £9,354,000
made at 30 September 2004, the charge relating to the US comprises closure costs, provision for any residual property liabilities,
elimination of all relevant intercompany balances, writing off residual goodwill of £5,953,000, and reflects the impact of deconsolidating
current and prior period losses.

As a result of a number of coaches leaving the coaching business there is a charge of £3,716,000 to reflect the impairment in the goodwill
value of The Change Partnership Limited.

The charge of £3,014,000 reiates to the decision to colocate all London offices and close the smali Cirencester office. This charge includes
£623,000 in respect of an impairment charge to the fixed assets in these offices. Where applicable provision has been made in full for
vacated property costs less any anticipated revenue fram tenants.

Other costs of £697,000 refer to professional fees incurred as part of the strategic review process and third party costs incurred during the
discussions with interested parties in November and December 2004 after which no offers were forthcoming,
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9 Tax on (loss)/profit on ordinary and exceptional activities

(&) The tax charge comprises:

2005 2004
£000 £000
Current tax
UK corporation tax on (losses}/profits for the vear {143) 2,300
Adjustments in respect of previous years 82 67
Total current tax (credit) /charge (81) 2,367
Deferred tax
Qrigination and reversal of timing differences:
Current year 493 (79)
Adjustment for previous years {66) (455)
Total deferred tax charge/{credit) 427 (b534)
Tax charge on {loss)/profit on ordinary activities 346 1,833
Tax relief on exceptional items 1,012 919
Tax on ordinary activities before excepticnal items 1,358 2,752
(b) Factors affecting the tax charge for the year:
The tax assessed for the year is higher than the standard rate of cerporation tax in the UK (30%).
The difference is explained below.
2005 2004
£000 £000
(Loss)/orofit on ordinary activities before tax (19,647} 3,829
Corporation tax standard rate 30.0% 30.0%
{Loss)/profit on ordinary activities taxed at the standard rate of corporation tax in the UK (5,894) 1,149
Effects of;
Goodwill amortisaticn and impairment not deductible for tax purposes 3,440 431
Other expenditure not deductible for tax purposes 2,135 230
Depreciation (lower than)/higher than capita! allowances (13) 39
Other timing differences (461) 20
Unrealised overseas tax losses 650 371
Adjustments in prior periods 62 67
Current tax (gredit)/charge for the year 81) 2,367
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10 Intangible fixed assets

2005 2004

Group £000 £000
Goodwill
1 April 44,076 44,054
Foreign exchange movements 12 22
Additions 3,356 -
Disposals (212} -
31 March 47,232 44,078
Amortisation
1 April 20,034 18,599
Impairment 9,669 -
Charge for the year 1,772 1,435
Disposals (192) -
31 March 31,290 20,034
Net book value
31 March 15,942 24,042
11 Tangihle fixed assets

Leasehold Fixtures Office Motor Total

property and and fittings equipment vehicles
improvements :

Group £000 £000 £000 £000 £000
Cost
1 April 2004 4,364 1,776 2,735 28 8,903
Change in value due to currency transiaticns (12) (2) (2) - (16)
Additians 22 30 225 - 277
Disposals {1,888} {817) {1,158) (28} (3,891)
31 March 2005 2,486 987 1,800 - 5,273
Depreciation
1 April 2004 1,216 840 2,189 19 4,264
Change in value due to currency transiations (2) (3) {5) - (10)
Charge for the year 267 256 370 - 893
Impairment 1,750 21 - - 2,001
Disposals (1,881} {789} (1,128) (19) (3.817)
31 March 2005 1,350 555 1,426 - 3,331
Net book value
31 March 2005 1,136 432 374 -~ 1,942
31 March 2004 3,148 936 546 9 4,639

The Group had unprovided capital commitments of £nil (2004: £nil) at the year end.
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12 Investments

[nvestment in

subsidiaries
Company £000
Cost
Opening balance at 1 April 2004 24,461
Additions {see note 29) 3,772
Disposals (40}
Closing balance at 31 March 2005 28,193
Impairment
Cpening balance at 1 April 2004 77
Charge 11,215
Closing balance at 31 March 2005 11,292
Net book value at 31 March 20085 16,901
Net book value at 31 March 2004 24,384

The principal trading subsidiaries are Whitehead Mann Limited (100% owned) and Whitehead Mann SAS (50.1% owned). Whitehead Mann
Limited is registered in England and Wales. Its principal activities are Executive Search, Executive Assessment and Executive Development
& Coaching. Whitehead Mann SAS is registered in France. Its principal activities are the same as Whitehead Mann Limited.

The disposal in the year relates to the sale of 49.9% of the shares in Whitehead Mann SAS to three of its senior partners, The Company
benefits from a pre-emption right in the event one of the senior partners transfers all or part of his shares, exercisable at a price depending

on the revenue of Whitehead Mann SAS.

13 Debtors

Group Group Company Caompany

2005 2004 2005 2004

£000 £000 £000 £000
Trade debtors 9,265 12,682 - -
Amounts owed by subsidiary undertakings - - 994 994
Other debtors 395 469 - -
Prepayments and accrued income 1,212 1,734 - -
Deferred tax (note 17) 332 752 - -
Total 11,204 15,544 994 994

Included within other debtors is £64,000 {2004:

£64,000) due in more than one year.
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14 Crediters: amounts falling due within one year

Group Group Company Company

2005 2004 2005 2004

£000 £000 £000 £000
Bank loan and overdraft 4,845 2,679 - -
Trade creditors 1,507 1,672 - -
Corporation tax 493 2,704 - -
Other taxation and social security 2,006 2,497 - -
Other creditors 6,338 5,997 - -
Accruals and deferred inceme 3,012 2,283 509 147
Deferred consideration 471 1,065 471 1,065
Proposed dividend - 1,103 - 1,103
Total 18,672 19,400 980 2,315
15 Creditors: amounts falling due after more than one year

Group Group Company Company

2005 2004 2005 2004

£000 £QC0 £000 £000C
Bank loan 6,000 4,050 - -
Other creditors 6 217 - -
Amounts due to subsidiary undertakings - - 9,170 4,208
Deferred consideration 303 - 303 -
Total 6,309 4,267 9,473 4,208

Deferred consideration in notes 14 and 15 relates to further amounts payable in respect of acquisitions and has been provided in full.
£58,000 (2004: £95,000) of these amounts is guaranteed by cash deposits held in separate bank accounts net immediately accessible by

the rest of the Greup,

After the vear end, the Group successfully renegotiated its banking facilities and the new facilities are described in note 27.
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16 Provisions for liabilities and charges

2005 2005 2005 2004
Property Contingent Total Total
provisions consideration
Group £000 £000 £000 £00C
As at 1 April 3,478 250 3,728 3,805
Foreign exchange movements 20 - 20 {148}
Profit and loss account charge 6,777 - 6,777 1,861
Utilisation of provision/payment (1,763) (250) (2,013) {1,990)
Release of provisions on closure of USA operation (4,654) - (4,654) -
Unwinding of discount on provisions 86 - 86 -
Acquisition of business - 1,479 1,479 -
As at 31 March 3,844 1,479 5,423 3,728
Company
As at 1 April - 250 250 317
Profit and loss account charge 1,010 - 1,010 -
Utilisation of provision/payment - (250) (250) 1317}
Acqufsftion of business - 1,479 1,479 250
As at 31 March 1,010 1,479 2,489 250

Provision has been made for rental commitments relating to surpius properties. These are expected to be utilised within 5 years, The
contingent consideration is in respect of the acquisition of Leonard Hull Holdings Limited.

417 Deferred taxation asset

2005 2004
Group £000 £000
Depreciation in excess of capital allowances 200 258
Other timing differences 132 501
Total 332 759

A deferred tax asset has not been recognised in respect of taxation losses arising in overseas subsidiaries as the Group does not anticipate
taxable profits arising in the immediate future. The estimated vaiue of the losses not recegnised is £500,000 {2004: £6,800,000).

The movement in the deferred tax balance arises fram a current year charge of £493,000, and an adjustrment in respect of previous years of
£66,000.
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18 Derivatives and other financial instruments

The Directors’ report provides an explanation of the Group’s policies in respect of financial instruments. As permitted by FRS13 shortterm
debters and creditors have been excluded from the disclosures. The fair value of the Group's financial assets and liabilities is not materially
different to the book value.

The Group holds foreign currency bank deposits in the following currencies: euros £404,000, US dollars £46,000. All other financial assets
and liabilities are held in local currency by each subsidiary.

£46,000 (2004: £1,625,000) of the Group's cash balance is denominated in US dollars and held on account at a rate of 1%. Cash balances
in euros of £404,000 receive interest at 0.2%, and the Group's euro balances held in subsidiary undertakings of £208,000 earn no interest.
Tne balance of cash is held in sterling current accounts, at a rate of 2.0%.

The Group’s committed overdraft facility was £3 million at 31 March 2003 (2004: £6 million).

The bank loan which is denominated in sterling is at libor plus 1.75%. The Group has hedged its interest liability with an interest rate swap,
matched until the end of the loan period, at a fixed rate of 5.53%. Changes to loans after the balance sheet date are described below.

On 29 April 2005, the Company repaid both the £8 million bank loan and existing overdraft in full and drew down £5 million of new loans. All
facilities and loans with The Royal Bank of Scetland ple are secured by way of fixed and floating charges. The £5 million bank loan is
repayable over 10 equal quarterly instalments commencing 31 May 2006.

19 Share capital

2005 2004
£000 £000C
Authorised
34,200,000 5p crdinary shares 1,710 1,710
Allotted called up and fully paid
27,999,209 5p ordinary shares - 1,400
28,024,209 5p ordinary shares 1,401 -

During the year, 25,000 shares (2004: 76,500) shares were allotted to meet exercised share options. Additienally in 2004, 333,333
ordinary shares were allotted during the year in connection with acquisitions.

20 Dividends
2005 2004
£000 £000
Interim dividend — 1.5p per share (2004 3.0p per share} 425 820
Final dividend for 2004: 4.Cp per share - 1,103
425 1,923

The shares held by the Whitehead Mann Group Plc Employee Benefit Trust do not receive dividends as the Trust has waived its right to these
dividends.
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21 Reserves

Group
Share Shares Share Employee Merger Profit Total
capital 10 be premium Benefit reserve and loss
issued account Trust reserve
£000 £000 £000 £000 £000 £000 £000
Balance at 1 April 2004
(as previously stated) 1,400 184 7.822 - 7,054 3,806 20,266
Prior year adjustment {note 30} - - - (821) - - (821)
Balance at 1 April 2004 {restated) 1,400 184 7,822 {821) 7,054 3,806 19,445
Change due to currency fluctuations - - - - - 133 133
Transfer between reserves - - - - (3,568) 3,666 -
Retained loss for the year - - - - - (20,418) {20,418)
Employee Benefit Trust credit in
respect of profit and loss account
charge for the year - - - - - 431 431
Amortisation of costs of own shares - - - 392 - (392) -
Shares issued i - 38 - - - 39
Shares to be issued - (184) - - - - (184)
Balance at 31 March 2005 1,401 - 7,860 (429) 3,488 (12,874) (554)

The merger reserve, which arose on the acquisition of subsidiary undertakings, is transferred to the prefit and loss reserve as the
associated goodwill is amortised.

Company
Share Shares Share Employee Profit Total
capital to be premium Benefit and loss
issued account Trust reserve
£000 £000 £000 £000 £000 £000
Balance at 1 April 2004 (as previously stated) 1,400 184 7,822 - 10,020 19,426
Prior year adjustment {note 30) - - - (821) - (821)
Balance at 1 April 2004 (restated) 1,400 184 7.822 {821) 10,020 18,605
Retained loss for the year - - - - (13,938) (13,938}
Employee Benefit Trust credit in respect of profit
and loss acceunt charge for the year - - - - 431 431
Amortisation of costs of own shares - - - 392 (392) -
Shares issued 1 - 38 - - 39
Shares to be issued - (184) - - - (1.84)
Balance at 31 March 2005 1,401 - 7,860 (429) (3,879) 4,953

At 31 March 2005 the Employee Benefit Trust held 234,434 (2004: 422,134) ordinary shares in Whitehead Mann Group Plc to meet options
granted to employees, and shares allocated for award to employees under the Whitehead Mann Group Plc Equity Participation Plan. This is a
long-term incentive pian which awards shares to employees based on performance. The shares vest in general one to three years after the
award is made. Shares are purchased by the Empioyee Benefit Trust when an award is made and transferred to employees when the shares
vest. The market value of the shares owned by the Empicyee Benefit Trust at the mid-market price on 31 March 2005 was £99,634 (2004:
£1,314,947). The nominal value of these shares was £11,722 (2004 £21,107). As at 1 June 2005 the market value of shares was
£85,568.

The Company has an obligation t¢ make regular contributicns to the Trust to enable it to meet its costs. In the current year £28,000 {2004:
£25,041} has been charged to the profit and loss account. Rights to dividends on shares held by the Trust have been waived by the
trustees.

The net assets of the Employee Benefit Trust which 2005 2004
are included in the accounts are: £000 £000
Whitehead Mann Group Plc shares at cost 429 821
Bank ang intercompany loans {429) (821)

Net assefs - -
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22 Earnings per share

2005 2004
Basic (loss)/earnings per share (71.96p) 7.57p
Adjusted (loss)/earnings per share before goodwill amortisaticn and exceptional items {1.07p) 24.12p
Diluted {loss}/earnings per share (71.96p) 7.23p

The calculation of basic earnings per share and adjusted earnings per share is based on 27,782,597 shares (2004: 26,382,113) being the
weighted average number of shares in issue during the year (excluding the shares held by the Whitehead Mann Group Plec Employee Benefit

Trust).

Diluted earnings per share for the year is based on a loss for the year of £192,993,000 {2004 profit: £1,996,000} and pn 27,782,597
shares (2004: 27,599,331). In the prior year these figures are after taking into account the dilutive effect of share eptions of 1,217,218,

2005 2004
{Loss)/ (Loss)/
Earnings Earnings Earnings Earnings
per share £000 per share £000
Basic (loss)/earnings per share (71.96p} (12,993) 7.57p 1,996
Adjusted for:
Goodwill amortisation 6.40p 1,779 5.43p 1,435
Exceptional items, net of tax 64.49p 17,916 11.12p 2,933
Adjusted (loss)/earnings per share before
goodwill amortisation and exceptional items (1.07p) (298) 24.12p 6,364
23 Financial commiiments
2005 2004
£000 £000
The Group is committed to paying the following annual amounts
under operating lcases on properties expiring:
In less than one year 360 694
In two to five years 1,776 2,625
In more than five years 2,842 3,654
Total 4,978 6,973
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24 Reconciliation of operating (foss)/profit to net cash Inflow from operating activities

2005 2004
£000 £000
Cperating (loss)/profit {9.025) 4,817
Depreciation 1,516 1,400
Goodwill charges 5,495 1,435
Decrease/(increase) in debtors 4,176 {1,794)
{Decrease)/increase in creditors (148) 1,639
Increase in provisions 624 38
Share option costs charged in the year 247 185
Profit on sale of 49.92% of Whitehead Mann 5AS (112} -
Loss on disposal of assets 71 3
Net cash inflow frem operating activities 2,844 7,723
25 Analysis and reconciliation of net (debt) /funds
2005 Cash at Overdraft Sub Bank Total
bank and total loan net
in hand debt
£000 £000 £000 £0C0 £000
At 1 April 2004 664 (879} {215) (5,850) {6,065)
Cash fiow {375} {1,966; (2,341) (2,150) (4,491)
Exchange movement 11 - 11 - 11
At 31 March 2005 300 (2,845} (2,545) (8,000} {10,545)

The cash flow excludes amounts in respect of restricted cash of £58,000 which is held to guarantee locan note repayments due on an
acquisition (2004: £95,000). The decrease in this balance in the year was due to repayments of these loan notes. The remaining balance of
restricted cash at 31 March 2005 was £404,000 (2004: £1,856,000} and is held in foreign currencies to guarantee rental payments
overseas. The movement on this balance is due to a provision against this balance and to foreign exchange movements.

Exceptional items gave rise to a cash outflow in the year of £3,876,000 {2004: £1,261,000).
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26 Reconciliation of movement in equity shareholders’ funds

Group Company

2005 £C00 £000
Loss for the financial year (19,993) (13,513)
Other recognised gains and losses relating to the year (net) 133 -
(19,860} (13,513)

Dividends paid and proposed (425} (428)
New shares issued 39 39
Shares to be issued {184) {184)
Empl.oyee Benefit Trust credit in respect of profit and loss charge for the year 431 431
Net increase in equity shareholders’ funds (19,999) {13,652)
Opening equity shareholders’ funds (as previously stated) 20,266 19,426
Prior year adjustment (note 30) (821) (821)
QOpening equity shareholders’ funds (restated) 19,445 18,605
Closing equity shareholders” (deficit) /funds (o54) 4,953

27 Post balance sheet events

The Placing and Open Offer announced on 30 March 2005 was approved by sharehoiders at an Extraordinary General Meeting on 22 April
2005, 32,694,910 New Ordinary Shares were issued at 40p per share for total net proceeds of £11.7 million with the cash received in early

May 2005,

At the Extraordinary General Meeting on 22 April 2003, shareholders also approved New Incentive Arrangements, as set out in detall in the
Placing and Open Offer document issued in March 2C05. A summary of these arrangements is set out in the Chief Executive's Review.

Cn 28 April 2005 the company de-listed from the Official List and was admitted to trade on the Alternative Investment Market of the London

Stock Exchange.

In conjunction with the Placing and Open Offer, the Group agreed to refinance its term loan facility of £8 million and overdraft facility of up to
£3 million with The Royal Bank of Scotland (RBS) with a new term loan of up to £5 million and a new invoice discounting facility of up to £4
million. The existing facilities were repaid in full on completion of the Placing and Cpen Cffer. In connection with these new banking facilities,
Whitehead Mann Group Plc issued to West Register (Investments) Limited, a wholly owned subsidiary of RBS, warrants entitling the holders
to subseribe in cash for 1,200,000 Ordinary Shares at their neminal value, in the time period between 22 April 2008 and 21 April 2015.

28 Related party transactions

During the year ended 31 March 2005 MWM Boardroom Consulting Limited earned £94,000 from the Group {2004: £1,956,000)}, and the
amount due at the balance sheet date was £7,000 (2004: £468,000). The Group earned £404,000 (2004: £42,000) from MWM Boardroom
Consulting Limited and no amounts were cutstanding at the year end (2004: £nil). Clive Mann is a director of MWM Boardroom Consulting

Limited.
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29 Acquisition of Leonard Hull

On 6 April 2004 the Group acquired the whole of the issued share capital of Lecnard Hull Holdings Limited. The following table sets out the

identifiable assets and liabilities acquired and their fair value to the Group.

Boock Fair value Fair value

value adjustment to Group
Debtors 636 - 836
Creditors (324) - (324)
Cash 104 - 104
Net assets 416 - 416
Goodwill 3,358 - 3,356
Total 3,772 - 3,772
Satisfied by
Cash consideration 1,418
Deferred cash consideration 610
Centingent consideration 1,479
Acquisiticn costs 267
Total 3,772

On acquisition, the activities were merged with those of Whitehead Mann Limited such that it is not pessible to disclose the contributicn of
Leonard Hull to these results. in the 11 month period to b April 2004, Leonard Hull Holdings Limited recorded turnover of £1,513,000 and &

retained loss of £242,000.

30 Prior year adjustment

The investment in the Company's own shares has been reclassified from Investments in the consolidated balance sheet, to Reserves in

accordance with the requirements of UITF38 (see nofe 1).

Group Company
2004 2004
£000 £000
Equity Shareholders’ funds as previously stated 20,266 19,426
Transfer of Employee Benefit Trust to reserves (821) (821)
Equity Sharehoiders’ funds restated 19,445 18,605
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Five year record

2001 2002 2003 2004 2005
£000 £000 £000 £000 £000
Results and assets employed
Turnover 58,078 64,569 65,003 61,230 51,134
Cperating profit/{loss) 7,218 6,353 {19,472) 4,817 (9,025)
Profit/(loss) on ordinary activities before tax 7,337 6,254 {20,430} 3,829 {19,647
Profit/(loss) for the financial year 4,437 3,710 (22,063} 1,996 (19,993}
Net assets/(liabilities) (restated) 31,234 38,475 15,358 19,445 {554}
2001 2002 2003 2004 2005
Key statistics
Basic earnings/(loss) per share 22.73p 16.08p {87.15p) 7.57p {71.96p)
Earnings/{loss} per share before goodwill
charges and exceptional items 29.37p 34.34p 14.69p 24.12p (1.07p)
Dividend per share 12.8p 13.6p 7.0p 7.0p 1.5p

Net assets have been restated to reclassify the assets of the Employee Benefit Trust from Investments to Reserves, in accordance with

UITF38 {see note 1),
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